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2025 ANNUAL RESULTS ANNOUNCEMENT

The board (the “Board”) of directors (the “Directors”) of IRICO Group New Energy Company
Limited* (the “Company”) hereby announces the audited consolidated results of the Company
and its subsidiaries (collectively, the “Group”) for the year ended 31 December 2025 (the
“Reporting Period”). The figures in respect of the Group’s consolidated balance sheet,
consolidated income statement and notes to the condensed consolidated financial statements
for the year ended 31 December 2025 as set out in this announcement are consistent with the
amounts set out in the audited consolidated financial statements of the Group for the same year,
and have been agreed with the Company’s auditor, WUYIGE Certified Public Accountants LLP.



CONSOLIDATED BALANCE SHEET
31 December 2025
(All amounts in RMB Yuan unless otherwise stated)

Item 31 December 2025 31 December 2024

Current Assets:
Monetary funds 322,329,129.16 423,462,813.52
Held-for-trading financial assets
Derivative financial assets

Bills receivable 776,279,257.73 872,828,182.12
Accounts receivable 1,177,797,144.97 608,085,903.10
Receivables financing 57,957,822.73 423,850,829.11
Prepayments 64,235,192.29 67,776,169.41
Other receivables 29,512,729.02 28,020,318.24

Including: Interest receivable
Dividend receivable
Inventories 315,361,440.88 539,794,666.65
Including: Data resources
Contract assets
Held-for-sale assets

Non-current assets due within one year 50,277,771.78
Other current assets 54,938,331.46 136,403,981.34
Total current assets 2,848,6088,826.02  3,100,222,863.49




Item 31 December 2025 31 December 2024

Non-current assets:
Debt investment
Other debt investment
Long-term receivables
Long-term equity investments
Other investments in equity instruments 328,034,734.97 403,069,308.60
Other non-current financial assets
Investment properties
Fixed assets 3,645,931,539.94  3,364,714,104.57
Construction in progress 861,929,453.62 1,165,017,463.16
Productive biological assets
Oil and gas assets
Right-of-use assets 246,814,171.90 296,121,343.86
Intangible assets 160,316,379.30 163,456,632.77
Including: Data resources
Development expenditures
Including: Data resources

Goodwill

Long-term deferred expenses 21,043,986.06 23,588,927.66

Deferred tax assets 437,173.54

Other non-current assets 200,000,000.00 258,643,018.24
Total non-current assets 5,464,670,265.79  5,675,047,972.40
Total assets 8,313,359,091.81  8,775,270,835.89




Item

Current liabilities:

Short-term borrowings

Held-for-trading financial liabilities

Derivative financial liabilities

Bills payables

Accounts payables

Advance receipts

Contract liabilities

Employee benefits payable

Tax payables

Other payables

Including: Interest receivable
Dividend receivable

Held-for-sale liabilities

Non-current liabilities due within one year

Other current liabilities

Total current liabilities

31 December 2025 31 December 2024
2,536,291,319.45  2,508,390,612.71
472,943,983.50 498,477,824 .98
586,693,372.48 602,700,193.40
184,798.18 28,578.39
1,328,167.07 2,311,780.52
16,242,492.28 19,661,340.05
7,170,643.88 6,776,849.31
32,687,269.66 39,836,814.75
600,722,122.12 951,388,353.45
634,241,874.70 648,624,727.45
4,888,506,043.32  5,278,197,075.01




Item 31 December 2025 31 December 2024

Non-current liabilities:

Long-term borrowings 2,239,187,459.44  1,648,971,583.00
Bonds payable
Including: Preference shares
Perpetual bonds
Lease liabilities 202,822,751.07 246,301,794.11

Long-term payables
Long-term employee benefits payable
Estimated liabilities

Deferred income 140,155,071.27 124,010,934.00
Deferred tax liabilities 982,193.38 1,309,254.75
Other non-current liabilities
Total non-current liabilities 2,583,147,475.16  2,020,593,565.86
Total Liabilities 7,471,653,518.48  7,298,790,640.87




Item 31 December 2025 31 December 2024

Equity attributable to the shareholders:
Share capital 176,322,070.00 176,322,070.00
Other equity instruments
Including: Preference shares

Perpetual bonds
Capital reserve 4,281,160,374.64  4,281,160,374.64
Less: Treasury shares
Other comprehensive income -154,743,009.16 -80,308,435.53
Special reserve
Surplus reserve 22,477,267.06 22,477,267.06
Undistributed profit -3,483,511,129.21  -2,923,171,081.15
Total equity attributable to the shareholders’ of the parent company 841,705,573.33  1,476,480,195.02
Minority interests
Total equity attributable to the shareholders 841,705,573.33  1,476,480,195.02
Total liabilities and equity attributable to the shareholders 8,313,359,091.81  8,775,270,835.89




CONSOLIDATED INCOME STATEMENT
For the year 2025
(All amounts in RMB Yuan unless otherwise stated)

Item

I.  Operating revenue
Less: Operating costs
Taxes and surcharges
Selling expenses
Administrative expenses
Research and development expenses
Finance costs
Including: Interest expenses
Interest income
Add: Other income
Investment income (loss is represented by “-”)
Including: Gains from investment in associates and joint
ventures
Income from derecognition of financial asset
at the amortized cost
Gains from net exposure hedges
(loss is represented by “-”)
Gains from changes in fair value
(loss is represented by “-”)
Credit impairment losses
(loss is represented by “-”)
Impairment losses on assets
(loss is represented by “-”)
Gains from disposal of assets
(loss is represented by “-”)

For the year 2025

2,905,052,655.48
3,150,557,865.77
22,643,190.58
7,042,772.68
106,939,910.11
96,860,776.42
153,520,817.53
161,154,012.39
9,528,562.21
111,927,770.67
9,969,262.88

-9,450,411.76
-49,164,265.03

3,828,587.52

For the year 2024

3,276,220,087.81
3,371,444,090.65

24,590,067.21
7,654,256.38
76,860,725.44
120,809,395.32
136,401,879.22
155,339,443.71
20,737,808.67
135,933,050.81
7,306,285.59

67,825.70
2,260,085.63
-89,666,199.20

2,667,399.89



Item

IL.

1118

IV.

Operating profit (loss is represented by “-”)
Add: Non-operating income
Less: Non-operating expenses

Total profit (total loss is represented by “-”)
Less: Income tax expenses

Net profit (net loss is represented by “-”)
(I)  Classified by continuity of operations:
1. Net profit from continuing operations
(net loss is represented by “-”)
2. Net profit from discontinued operations
(net loss is represented by “-”)
(I) Classified by ownership of equity:
1. Net profit attributable to the shareholders of the parent
company
(net loss is represented by “-”)
2. Minority interests
(net loss is represented by “-”)

Other comprehensive income, net of tax
(I)  Other comprehensive income (net of tax) attributable to the
owners of the parent company
1. Other comprehensive income that cannot be reclassified
to profit or loss
(1) Re-measurement of changes in defined benefit
plan
(2)  Other comprehensive income that cannot be
reclassified to profit or loss under equity

method

(3) Changes in fair value of other equity instrument
investments

(4) Changes in fair value of enterprise’s own credit
risk

For the year 2025
-565,401,733.33
5,768,189.07
426,500.35

-560,060,044.61
280,003.45
-560,340,048.06

-560,340,048.06

-560,340,048.06

-74,434,573.63

-74,434,573.63

-74,434,573.63

-74,434,573.63

For the year 2024
-402,971,877.99
44,601,157.21
56,710.54

-358,427,431.32
17,526,383.29
-375,953,814.61

-375,953,814.61

-375,953,814.61

53,158,750.90

53,158,750.90

53,158,750.90

53,158,750.90



Item

VL.

VIL

For the year 2025

2. Other comprehensive income that will be reclassified
to profit or loss
(1)  Other comprehensive income that may be
reclassified to profit or loss under equity
method
(2) Changes in fair value of other debt investments
(3) The amount of financial assets reclassified into
other comprehensive income
(4)  Other debt investment credit impairment
provision
(5) Cash flow hedging reserve
(6) Exchange differences from translation of foreign
currency financial statements
(7)  Others
(I)  Other comprehensive income (net of tax) attributable to
minority shareholders

Total comprehensive income -634,774,621.69
() Total comprehensive income attributable to the owners of the

parent company -634,774,621.69
(I) Total comprehensive income attributable to minority

shareholders

Earnings per share:
()  Basic earnings per share (RMB/share) -3.1779
(Il) Diluted earnings per share (RMB/share) -3.1779

For the year 2024

-322,795,063.71

-322,795,063.71

-2.1322
-2.1322



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
2025 (All amounts in RMB Yuan unless otherwise stated)

I.

I1.

GENERAL INFORMATION

IRICO Group New Energy Company Limited* (the “Company”) was established in the
People’s Republic of China (the “PRC”) on 10 September 2004 as a joint stock company
with limited liability under the Company Law of the PRC. The Company was listed on
the Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 20 December 2004. The registered office address and principal place of business of
the Company are C6, No. 3, Xinghuo Avenue, High-Tech Industrial Development Zone,
Xianyang, Shaanxi Province.

The Company and its subsidiaries (collectively referred to as the “Group”) are principally
engaged in solar photovoltaic business.

IRICO Group Co., Ltd. (% 41 4 E A R 22 7], “IRICO Group”) is the Company’s parent
company and the ultimate holding company is China Electronics Corporation Limited (

B E T B E K E A R A AL “CECY).

The condensed consolidated financial statements are presented in Renminbi (“RMB”), the
functional currency of the Company.

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

(I) Basis of preparation

The Company prepared the financial statements on the basis of going concern, as
per the actually incurred transaction and events as well as according to Accounting
Standards for Business Enterprises — Basic Standards issued by the Ministry of
Finance, specific accounting standards and other regulations (together referred to as
the “Accounting Standards for Business Enterprises”), and based on the following
accounting policies and accounting estimates.

(IT) Going concern

During the year 2025, the Company recorded net profit attributable to the shareholders
of the parent company of RMB-560.3400 million and net cash flows from operating
activities of the Company of RMB-58.3507 million. As at 31 December 2025,
the Company had current liabilities of RMB4,888.5060 million, current assets of
RMB2,848.6888 million, and net current liabilities of RMB2,039.8172 million. In this
regard, the Company will take the following measures to ensure the safety of its funds
and improve its business results:

The Company will continue to strengthen lean production management, guided by the
“Three Comprehensives, Six Innovations (=4 75#7)” loss-reduction and profit-growth
project and the “8898 Quality Improvement Project”, to accelerate the development of
high-technology, high-quality, and high-value-added products, further enhancing its
market competitiveness.
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1. Expand and stabilize domestic and international markets. The Company leverages
the advantages of ultra-high transmittance products through differentiated
competitive strategies, broadens the dimensions of cooperation with core
customers, explores diversified cooperation needs, and accelerates the expansion
of major customers and market penetration. While consolidating its position in
the domestic PV market, the Company actively expands into overseas markets
to establish a dual-drive market strategy encompassing both domestic and
international fronts.

2. Strengthen lean production management and deepen cost reduction and efficiency
enhancement. The Company fully advances the construction of high-standard
production lines to improve line efficiency, enhance operational capability, and
reduce production costs.

3. Intensify R&D and innovation efforts. The Company continuously deepens R&D
and innovation in new materials, new technologies, and new products, accelerates
product iteration and upgrading, and empowers product upgrades and market
competitiveness through technological innovation, providing strong momentum
for the Company’s high-quality development.

In preparing the financial statements, the management of the Company had conducted
a detailed and thorough review of the Company’s going-concern ability with reference
to the current operational and financial situation of the Company, put forward above
improvement measures and obtained a financial support commitment from China
Electronics Finance Co., Ltd., as well as a large amount of unutilised credit facilities
from the banks still in existence.

The management of the Company has prepared consolidated cash flow projections
covering a period of 12 months from 1 January 2026 and is of the opinion that the
Company will be able to obtain sufficient sources of working capital and financing
to ensure that the Company will be able to settle its debts as they fall due in the next
12 months and to continue as a going concern without any major downsizing of its
existing operations.

In view of the foregoing, the Board has no intention to wind up or close the Company
and it is confident that the Company will not be forced to enter winding-up or
dissolution proceedings in the next accounting period. Therefore, the Company believes
that the financial statements for the Reporting Period shall still be prepared on a going
concern basis in respect of actual transactions and matters in accordance with the
Accounting Standards for Business Enterprises and relevant requirements promulgated
by the Ministry of Finance, and based on the accounting policies and estimates set out
in Note “III. Significant Accounting Policies and Accounting Estimates”.
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III. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES

(I) Statement on compliance with the Accounting Standards for Business Enterprises

The financial statements prepared by the Company are in compliance with the
requirements of the Accounting Standards for Business Enterprises, reflecting the
Company’s financial position as at 31 December 2025, and operating results, cash
flows for the year 2025 and other relevant information on a true and complete basis.

(IT) Accounting period

The Company’s accounting year is the calendar year, namely from 1 January to 31
December each year.

(IIT) Operating cycle

The Company takes 12 months as its operating cycle, and uses the operating cycle as
the criterion for determining the liquidity of assets and liabilities.

(IV) Functional currency
The functional currency of the Company is Renminbi (RMB).
(V) Methods and Basis for Determining Materiality Criteria
1. Materiality of financial statement items

The Company determines the materiality of financial statement items based on
whether they affect the economic decisions made by the users of the financial
statements, taking into consideration both the nature and the amount. The
materiality of a financial statement item in terms of amount is determined based
on a certain percentage of total assets, total liabilities, total owners’ equity,
operating revenue, or net profit. The materiality of a financial statement item in
terms of nature is determined based on factors that have a significant impact on
the financial position and operating results, such as whether it relates to ordinary
operating activities, whether it causes a change in profit or loss, and whether it
affects regulatory indicators.
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2.  Materiality of detailed items in the notes to the financial statements

The Company determines the materiality of detailed items in the notes to the
financial statements based on the materiality of the financial statement items,
determined by the proportion of a specific item to the total item or in combination
with the absolute amount, while also considering the nature of the specific item.
Certain items may not be material to the financial statements but may be material
to the notes, and therefore still require separate disclosure in the notes. The
materiality criteria relevant to the notes to the financial statements are as follows:

Items Materiality Criteria

Recovery of significant accounts The individual recovery or reversal amount

receivable with allowance for accounts for 10% or more of the respective
bad debts category of receivables or total assets.
Significant construction in The budget of a single project is more than
progress RMB100 million.
Individual trade payables or other payables
Significant accounts payable aged over one year account for 10% or more
and other payables of the total trade payables or other payables.

(VI) Basis of accounting and valuation principles

The accounting of the Company is measured on an accrual accounting basis. Except
for financial assets/liabilities held for trading, derivative financial instruments, other
debt investments, other investments in equity instruments and cash-settled share-based
payments, which are measured at fair value, the Group’s accounting for these assets
and liabilities is based on the historical cost principle. Should an asset be impaired,
a corresponding provision for impairment is made in accordance with relevant
regulations.

(VII) Accounting treatment of business combinations under common control and not
under common control

Business combinations under common control: The assets and liabilities acquired by
acquirer through business combination shall be measured at the carrying value of the
assets, liabilities (including goodwill arising from the acquisition of the acquiree by
ultimate controlling party) of the acquiree in the consolidated financial statements of
the ultimate controlling party at the date of combination. The difference between the
carrying amount of the net assets obtained and the carrying amount of the consideration
paid for the combination (or total nominal value of the issued shares) is adjusted to
capital premium in capital reserve. If the capital reserve is not sufficient to absorb the
difference, any excess shall be adjusted against retained earnings.

Business combinations not under common control: The cost of combination is the assets
paid, the liabilities incurred or committed and fair value of the equity securities issued
by the acquirer for acquisition of control over the acquiree on the date of acquisition.
Where the cost of combination is higher than the fair value of the identifiable net
assets acquired from the acquiree in business combination, such difference shall be
recognized as goodwill; where the cost of combination is less than the fair value
of the identifiable net assets acquired from the acquiree in business combination,
such difference shall be charged to current profit or loss. Each of the identifiable
assets, liabilities and contingent liabilities of the acquiree, which are acquired in the
combination and meet the criteria for recognition, shall be measured at fair value on
the date of acquisition.
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The direct relevant expenses incurred for the business combinations are recognised as
the profit or loss in the period when the costs are incurred; the transaction costs for the
equity securities or debt securities issued for business combination shall be recognised
as the initial recognition amount of equity securities or debt securities.

(VIII)

Standards of control and preparation method of consolidated financial

statements

1.

Standards of control

The scope of consolidation of the consolidated financial statements is determined
on the basis of control, and the scope of consolidation comprises the Company
and all of its subsidiaries. Control refers to the power of a company over the
investee, the rights to enjoy variable returns from its involvement in relevant
activities of the investee, and the ability to use its power over the investee to
affect the amount of its returns.

Consolidation procedures

When preparing the consolidated financial statements, the Company considers
the entire enterprise group as a single accounting entity and presents the overall
financial position, operating results and cash flows of the enterprise group based
on the consistent accounting policies. The impact of internal transactions between
the Company and its subsidiaries, and among its subsidiaries, shall be offset. If
internal transactions indicate impairment losses on relevant assets, such losses
shall be recognized in full. Any inconsistent accounting policies and accounting
period adopted by a subsidiary will be subject to necessary adjustments to align
with those of the Company when preparing the consolidated financial statements.

Owners’ equity, net profit or loss of the current period and comprehensive income
attributable to minority shareholders of the current period of subsidiaries are
stated separately under owners’ equity in the consolidated balance sheet, net
profit in the consolidated income statement and total comprehensive income
respectively. Loss of the current period assumed by minority shareholders of a
subsidiary in excess of minority shareholders’ share of owners’ equity in that
subsidiary at the beginning of the period is offset against minority interests.
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(1) Addition of subsidiary or business

During the Reporting Period, if there is an addition of subsidiary or business
due to business combination under common control, the operating results
and cash flow of the subsidiary or business combination from the beginning
of the period to the end of the Reporting Period will be included in the
consolidated financial statements, and the amounts at the beginning of the
period in the consolidated financial statements and relevant items in the
comparative statements will also be adjusted as if the reporting entity after
combination had been existing since the control of the ultimate controlling
party started.

Where control over the investee under common control is obtained due to
reasons such as increase in investments, for equity investment held before
the control over the acquiree is obtained, profit or loss, other comprehensive
income and other changes in net assets recognized from the later of the
acquisition of the original equity interest and the date when the acquirer and
the acquiree are placed under common control until the date of combination
are offset against retained profit at the beginning of the period of the
comparative financial statements or profit or loss of the period respectively.

During the Reporting Period, if there is an addition of subsidiary or business
due to business combination not under common control, it shall be included,
from the date of purchase, in the consolidated financial statements based
on the fair value of each of the identifiable assets, liabilities or contingent
liabilities determined on the date of purchase.

Where control over the investee not under common control is obtained due
to reasons such as increase in investments, for the equity interest of the
acquiree held before the date of purchase, the Company remeasures the
equity interest at its fair value as at the date of purchase, and any difference
between the fair value and its book value will be accounted for as investment
gains of the period. Other comprehensive income that will be reclassified
into losses and profits and other changes in owners’ equity under equity
accounting with respect to the equity interest in the acquiree held before the
date of purchase are transferred to investment gains of the period to which
the date of purchase belongs.
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2

Disposal of subsidiary

)

General treatment for disposal

When control over the investee is lost due to the disposal of part of
the equity investment or other reasons, the Company re-measures the
remaining equity investment after the disposal at fair value as at the
date on which control is lost. The difference between the sum of the
consideration received from equity disposal and the fair value of the
remaining equity interest and the sum of the net assets of the subsidiary
proportionate to the original shareholding accumulated from the date of
purchase or combination and goodwill is included in investment gains
of the period during which the control is lost. Other comprehensive
income that will be reclassified into losses and profits and other
changes in owners’ equity under equity accounting with respect to
the equity investment in the original subsidiary are transferred to
investment gains of the period during which the control is lost.

Stepwise disposal of subsidiary

In respect of stepwise disposal of equity investment in a subsidiary
through multiple transactions until control is lost, if the terms,
conditions and economic effects of the transactions of equity investment
in the subsidiary satisfy one or more of the following conditions, the
transactions are normally accounted for as a package of transactions:

1) These transactions are entered into simultaneously or after
considering the effects of each other;

2) These transactions constitute a complete commercial result as a
whole;

3) One transaction is conditional upon at least one of the other
transactions;

4)  One transaction is not economical on its own but is economical
when considering together with other transactions.

Where the transactions constitute a package of transactions, the
Company accounts for the transactions as a transaction of disposal of
a subsidiary resulting in the loss of control; the difference between the
amount received each time for disposal before control is lost and the net
assets of such subsidiary corresponding to the disposal of investment is
recognized as other comprehensive income in the consolidated financial
statements, and upon loss of control, is transferred to profit or loss of
the period during which control is lost.

Where the transactions do not constitute a package of transactions,
before the loss of control, the transactions are accounted for based
on partial disposal of equity investment in a subsidiary that does not
involve loss of control; when control is lost, they are accounted for using
the general method for disposal of subsidiaries.
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(IX)

)

4

Purchase of minority interests in subsidiary

For the difference between the long-term equity investment newly acquired
due to the purchase of minority interests and the share of net assets of the
subsidiary that the Company is entitled to calculated according to the new
shareholding accumulated from the date of purchase or date of combination,
share premium of the capital reserve in the consolidated balance sheet will
be adjusted; where share premium of the capital reserve is insufficient for
the write-down, retained profit will be adjusted.

Partial disposal of equity investment in subsidiary without loss of control

For the difference between the consideration received from disposal and the
net assets of the subsidiary that the Company is entitled to corresponding
to the long-term equity investment disposed accumulated from the date of
purchase or date of combination, share premium of the capital reserve in
the consolidated balance sheet will be adjusted; where share premium of
the capital reserve is insufficient for the write-down, retained profit will be
adjusted.

Classification of joint arrangements and accounting treatment for joint operations

Joint arrangements can be classified into joint operations and joint ventures.

Joint operations represent the joint arrangement that a party to a joint arrangement has
rights to the assets, and obligations for the liabilities, relating to such arrangement.

The Company recognises the following items in relation to its share of benefits in joint

operations:

1. The assets held solely by the Company and those jointly held on a pro- rata basis;

2. The liabilities assumed solely by the Company and those jointly assumed on a
pro-rata basis;

3.  The income generated from the sales of the products of the joint operation
attributable to the Company;

4. The income generated by the joint operation from the sale of products on a
pro-rata basis;

5. The expenses incurred solely by the Company and those incurred by the joint

operation on a pro-rata basis.

Please refer to Note “IIl. (XIV) Long-term equity investments” for details on the
equity method adopted by the Company on investment in joint ventures.
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(X) Recognition standard for cash and cash equivalents

Cash represents the Company’s cash on hand and deposits that can be used readily for
payments. Cash equivalents represent investments that satisfy four conditions, namely
short-term, highly liquid, readily convertible to known amounts of cash, and subject to
an insignificant risk of changes in value.

(XI) Financial Instruments

One of the financial assets, financial liabilities or equity instruments is recognized
when the Company becomes a party to the contract of the financial instruments.

1.

Classification of financial instruments

According to the business model of the Company for management of financial
assets and the contractual cash flow characteristics of financial assets, financial
assets are classified at the initial recognition as financial assets measured
at amortized cost, or financial assets measured at fair value through other
comprehensive income, or other financial assets that are measured at fair value
through current profit or loss.

The Company shall classify financial assets that meet the following conditions
and are not designated as financial assets at fair value through current profit or
loss as financial assets measured at amortized cost:

(1) The objective of the business model is to collect contractual cash flows;

(2) The contractual cash flows are solely payment of the principal and the
interest based on the outstanding principal amount.

The Company shall classify financial assets that meet the following conditions
and are not designated as financial assets at fair value through current profit or
loss as financial assets (debt instruments) measured at fair value through other
comprehensive income:

(I) The objective of the business model for managing such financial assets is
both to collect contractual cash flows and to dispose of the financial assets;

(2) The contractual cash flows are solely payment of the principal and the
interest based on the outstanding principal amount.

For an investment in equity instruments not held for trading purposes, the
Company may irrevocably designate it as financial assets (equity instruments)
measured at fair value through other comprehensive income at the initial
recognition. This designation is made on an investment-by-investment basis
and the relevant investment meets the definition of equity instrument from the
perspective of the issuer.
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All financial assets not classified as measured at amortized cost or fair value
through other comprehensive income as described above are measured at fair
value through current profit or loss. On initial recognition, the Company may
irrevocably designate a financial asset that otherwise meets the requirements to be
measured at amortized cost or at fair value through other comprehensive income as
at fair value through current profit or loss if doing so eliminates or significantly
reduces an accounting mismatch that would otherwise arise.

Financial liabilities, at initial recognition, are classified into financial liabilities
at fair value through current profit or loss and financial liabilities measured at
amortized cost.

When meeting any of the following criteria, the Company may, at initial
recognition, designate a financial liability as measured at fair value through
current profit or loss:

(I) Such designation would eliminate or significantly reduce a measurement or
recognition inconsistency.

(2) A group of financial liabilities or financial assets and financial liabilities
is managed and its performance is evaluated on a fair value basis, in
accordance with a documented risk management or investment strategy,
and information about the group is provided internally on that basis to the
entity’s key management personnel.

(3) The financial liabilities include embedded derivatives which can be split
separately.

Recognition basis and measurement method of financial instruments
(1) Financial assets measured at amortized cost

Financial assets measured at amortized cost, including bills receivable
and trade receivables, other receivables, long-term receivables, and debt
investments, are initially measured at fair value plus relevant transaction
costs. Trade receivables that do not contain significant financing components
and trade receivables that the Company has decided not to consider for a
financing component of no more than one year are initially measured at the
contractual transaction price.

Interest calculated under the effective interest method during the period of
holding is included in current profit or loss.

When recovering or disposing, the difference between the price obtained and
the book value of the financial asset is included in current profit or loss.
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3)

4

Financial assets (debt instruments) measured at fair value through other
comprehensive income

Financial assets (debt instruments) measured at fair value through other
comprehensive income, including financing receivables and other debt
investments, are initially measured at fair value plus relevant transaction
costs. These financial assets are subsequently measured at fair value, with
changes in fair value are included in other comprehensive income except for
interest, impairment losses or gains and exchange gains or losses calculated
using the effective interest method.

On derecognition, the accumulated gain or loss previously recognized in
other comprehensive income is transferred out from other comprehensive
income and recognized in current profit or loss.

Financial assets (equity instruments) measured at fair value through other
comprehensive income

Financial assets (equity instruments) measured by fair value through other
comprehensive income, including other equity instruments, are initially
measured at fair value plus relevant transaction costs, and subsequently
measured at fair value through other comprehensive income. The dividends
received are included in current profit or loss.

When derecognized, the accumulated gain or loss previously recognized
in other comprehensive income is transferred from other comprehensive
income to retained earnings.

Financial assets measured at fair value through current profit or loss

Financial assets measured at fair value through current profit or loss,
including held-for-trading financial assets, derivative financial assets and
other non-current financial assets, are initially measured at fair value with
relevant transaction costs included in current profit or loss, and subsequently
measured at fair value through current profit or loss.
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(5) Financial liabilities measured at fair value through current profit or loss

Financial liabilities measured at fair value through current profit or
loss, including held-for trading financial liabilities, derivative financial
liabilities, etc., are initially measured at fair value with relevant transaction
costs recognized in current profit or loss. Such financial liabilities are
subsequently measured at fair value. Changes in fair value are recognized in
current profit or loss.

On derecognition, the difference between the carrying amount and the
consideration paid is recognized in current profit or loss.

(6) Financial liabilities measured at amortized cost

Financial liabilities measured at amortized cost, including short- term
borrowings, bills payable, accounts payable, other payables, long-term
borrowings, bonds payable and long-term payables, are initially measured at
fair value plus relevant transaction costs.

Interest calculated under the effective interest method during the period of
holding is included in current profit or loss.

On derecognition, the difference between the consideration paid and the
carrying amount of the financial liability is recognized in current profit or
loss.

Derecognition of financial assets and recognition basis and measurement
method for financial asset transfers

The Company derecognizes a financial asset if it meets one of the following
conditions:

(1) The contractual rights to receive the cash flows from the financial asset
expire;

(2) The financial asset has been transferred, and substantially all the risks and
rewards of ownership of the financial asset have been transferred to the
transferee;

(3) The financial asset has been transferred, and the Company neither transferred
nor retained substantially all risks and rewards related to the ownership of
the financial assets, but did not retain its control over the said financial assets.

If the Company revises or renegotiates the contract with the counterparty and the
modification constitutes substantial modification, the original financial liability is
derecognised and the new financial liability is recognised in accordance with the
revised terms.

When transferring a financial asset, if the Company retains substantially all risks

and rewards of ownership of the financial asset, the Company shall continue to
recognize such financial asset.
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When judging whether the transfer of a financial asset meets the above criteria for
derecognition, the substance-over-form principle shall be applied.

The Company differentiates the transfer of a financial asset as full transfer or
partial transfer. If the full transfer of a financial asset meets the criteria for
derecognition, then the difference between the following two included in current
profit or loss:

(1) The book value of the financial asset transferred;

(2) The sum of the consideration received from the transfer and the total amount
of the fair value changes that is directly charged or credited to owners’
equity (if the financial asset transferred is a financial asset (debt instruments)
at fair value through other comprehensive income).

When the partial transfer of a financial asset meets the criteria for derecognition,
the entire book value of the financial asset transferred shall be allocated between
the part derecognized and the part to be recognized based on their respective fair
value, with the difference between the following two included in current profit or
loss:

(1) The book value of the part that is derecognized;

(2) The sum of the consideration attributable to the part derecognized and the
total amount of the fair value changes that is directly charged or credited
to owners’ equity and attributable to the part derecognized (if the asset
transferred is a financial asset (debt instruments) at fair value through other
comprehensive income).

If the transfer of a financial asset does not meet the criteria for derecognition, the

financial asset shall continue to be recognized and the consideration received is
recognized as a financial liability.
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Derecognition of financial liabilities

If all or part of the current obligations of a financial liability have been
discharged, the financial liability or part of it will be derecognized; if the
Company signs an agreement with the creditor to replace the existing financial
liability with new financial liability of substantially different contractual terms,
the existing financial liability shall be derecognized while the new financial
liability shall be recognized.

If substantial changes are made to the contractual terms (in whole or in part) of
the existing financial liability, the existing financial liability (or part of it) shall
be derecognized, and the financial liability after the modification of terms shall
be recognized as a new financial liability.

When a financial liability is derecognized in whole or in part, the difference
between the book value of the financial liability derecognized and the
consideration paid (including the non-cash assets transferred out or the new
financial liability assumed) shall be included in current profit or loss.

If the Company repurchases part of a financial liability, the book value of
the entire financial liability is allocated between the part that continues to be
recognized and the part that is derecognized on the repurchase date based on their
respective relative fair value. The difference between the book value assigned to
the part derecognized and the consideration paid (including the non-cash assets
transferred out or the new financial liability assumed) shall be included in current
profit or loss.

Determination of fair value of financial assets and financial liabilities

As for financial instruments with an active market, their fair values are
determined by quoted prices in the active market. As for financial instruments
without an active market, their fair values are determined by using valuation
techniques. At the time of valuation, the Company adopts valuation techniques
that are applicable in the current circumstances and sufficiently supported by
available data and other information, and selects inputs that are consistent with
the characteristics of the assets or liabilities considered by the market participants
in the transactions of the relevant assets or liabilities, and prioritizes the use of
relevant observable inputs. Unobservable inputs are used only if the relevant
observable inputs are unavailable or not reasonably available.
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Test and accounting methods for impairment of financial instruments

The Company performs impairment accounting on the basis of the expected
credit losses for financial assets measured at amortized cost financial assets (debt
instruments) measured at fair value through other comprehensive income and the
financial guarantee contract, etc.

The probability-weighted amount of the difference in present value between the
contractual cash flow of receivable from contracts and the cash flow expected to
be received, weighted with the risk of default, will be measured by taking into
account of reasonable and valid information on, among other things, past events,
current status and the forecast of future economic conditions to recognize the
expected credit losses.

For trade receivables and contract assets formed by the transactions regulated
in the Accounting Standards for Business Enterprises No. 14 —Revenue whether
contain significant financing components or otherwise, the Company always
measures the loss provision at the amount equal to the lifetime expected credit
loss.

For lease receivables formed by the transactions regulated in the Accounting
Standards for Business Enterprises No. 21— Lease, the Company chooses to
always measure the loss provisions at the amount equal to the lifetime expected
credit loss.

For other financial instruments, the Company assesses at each balance sheet date
the changes in the credit risk of the relevant financial instrument since initial
recognition.

In determining changes in the risk of default during the expected lifetime
of a financial instrument and assessing whether the credit risk of a financial
instrument has increased significantly since initial recognition, the Company
compares the risk of default occurring on the financial instrument assessed at the
balance sheet date with that assessed at the date of initial recognition. Usually, if
it is overdue for more than 30 days, the Company will consider that the credit risk
of the financial instrument has increased significantly, unless there is conclusive
evidence to prove that the credit risk on a financial instrument has not increased
significantly since initial recognition.

For a financial instrument with lower credit risk on the balance sheet date, the

Company assumes that its credit risk on a financial instrument has not increased
significantly since the initial recognition.
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If the credit risk of a financial instrument has increased significantly since the
initial recognition, the Company measures the loss provisions according to the
amount of the lifetime expected credit loss of the financial instrument; if the
credit risk on a financial instrument has not increased significantly since the
initial recognition, the Company measures the loss provisions at an amount equal
to the next 12-month expected credit losses of the financial instrument. The
resulting increase in or reversal of loss provision shall be included in current
profit or loss as impairment losses or gains. For financial assets (debt instruments)
measured at fair value through other comprehensive income, the loss provision
is recognized in other comprehensive income, and the impairment losses or gains
shall be included in current profit or loss, without reducing the book value of the
financial asset as stated in the balance sheet.

(XII) Impairment of receivables

1.

Bills receivable and trade receivables

For bills receivable and trade receivables, whether it contains significant financing
components, the Company always measures its loss provisions in accordance with
the amount of the lifetime expected credit losses, and the increase or reversal of
the loss provision resulting therefrom is included in the current profit and loss as
an impairment loss or gain.

(1) Trade receivables that are individual determination and subject to provision
for bad debt

If there is objective evidence that it has been impaired, and the bills
receivable, trade receivables, other receivables, and receivables financing
are applicable to individual evaluation, the impairment test is conducted
separately, and expected credit losses will be recognized and provision for
individual impairment will be made.

(2) Trade receivables for which provision for bad debts by portfolio

For the trade receivables and bill receivables without objective evidence of
impairment or the expected credit loss cannot be estimated for an individual
provision at a reasonable cost, the Company grouped trade receivables and
bill receivables in accordance with credit risk characteristics and calculated
the expected credit loss based on portfolio. The reasons of choosing the
portfolio are as follows:

The reason for choosing recognition portfolio of bills receivables and the
method for calculating expected credit losses are as follows:

The reason of choosing Method for calculating expected
Items the portfolio credit losses

Bank acceptance bills  Regarding the credit rating of
acceptance bank in bank acceptance
bills as credit risk characteristics

Bills receivables Commercial Regarding the credit rating of
acceptance bills acceptance house in commercial
acceptance bills as the credit risk
characteristics

— 25—



The reason for choosing recognition portfolio of trade receivables and the
method for calculating expected credit losses are as follows:

The reason of choosing Method for calculating expected
Items the portfolio credit losses

The portfolio of aging  Taking into account historical
credit loss experience, current
situation and forecasts of economic
conditions, compiling the
comparison table between aging and
lifetime expected credit loss rates
of trade receivables, to calculate the

Trade receivables expected credit loss
Low credit risk Taking into account historical credit
portfolio loss experience, current situation and

forecasts of economic conditions,
based on default risk exposure and
lifetime expected credit loss rates,
the expected credit loss rates of such
portfolio amounted to zero

The Company combines the receivables with similar credit risk
characteristics and the Company estimates the proportion of accruing bad
debt provision by aging portfolio based on all reasonable and evidenced
information, including forward-looking information:

Provision ratios for

Aging trade receivables

(%)
0—6 months (inclusive) 0
7—-12 months (inclusive) 1
1-2 years (inclusive) 30
2-3 years (inclusive) 50
over 3 years 100

In the groups, other methods are used to provide for bad debts:

When there is objective evidence that the Company will not be able to
recover an account receivable in full with the original terms, the impairment
test is carried out separately and the provision for bad debt is made based
on the difference between the present value of the future cash flow of the
account receivable and its book value.
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Receivables financing

If both bills receivable and trade receivables meet the following conditions: 1)
contractual cash flows is for the payment of interest based on the principal and
the principal outstanding; 2) the objective of the Company’s business model for
managing the bills receivable and trade receivables is both to collect contractual
cash flows and to dispose of the bills receivable and trade receivables.

The Company classifies it as financial assets at fair value through other
comprehensive income. It was presented as a receivables financing on the
statement. For the relevant specific accounting treatment, please see the Note “III.
(XI) Financial instruments”;

When it is unable to assess the information of the expected credit loss at a
reasonable cost in accordance with an individual item, the Company shall divide
the bill receivables and trade receivables into certain combination based on the
credit risk characteristic and estimate the expected credit loss on the basis of the
combination. If any objective evidence indicates that a bill receivable and an
trade receivables has been credit impaired, the Company shall make individual
provision for bad debts and recognize the expected credit losses for the bills
receivable and trade receivables. For the bills receivable and trade receivables
divided into portfolios, it is treated in accordance with the measurement method
of impairment loss of the aforementioned trade receivables.

The reason for recognition portfolio of receivables financing and the method for
calculating expected credit losses are as follows:

The reason of
Items that be choosing the Method for calculating
Items reclassified  portfolio expected credit losses

Bank acceptance Regarding the credit rating

bills of acceptance bank in bank
acceptance bills as credit risk
Bills characteristics
receivable  Commercial Regarding the credit rating of
acceptance bills acceptance house in commercial
acceptance bills as the credit risk
characteristics
The portfolio Taking into account historical
of aging credit loss experience, current

situation and forecasts of
economic conditions, compiling
Receivables financing the comparison table between
aging and lifetime expected
credit loss rates of trade
receivables, to calculate the

Trade expected credit loss
receivables  Low credit risk Taking into account historical
portfolio credit loss experience, current

situation and forecasts of

economic conditions, based

on default risk exposure and

lifetime expected credit loss

rates, the expected credit loss

rates of such portfolio amounted
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3. Other receivables

The reason for recognition portfolio of other receivables and the method for
calculating expected credit losses are as follows:

The reason of
choosing the Method for calculating
Item portfolio expected credit losses

The portfolio of aging  Taking into account historical credit loss
experience, current situation and forecasts
of economic conditions, compiling the
comparison table between aging and
lifetime expected credit loss rates of other
receivables, to calculate the expected
credit loss

Deposits, margins and ~ Taking into account historical credit loss

reserves experience, current situation and forecasts
of economic conditions, based on default
risk exposure and lifetime expected credit
loss rates, the expected credit loss rates of
such portfolio amounted to zero

Low credit risk Taking into account historical credit loss

portfolio experience, current situation and forecasts
of economic conditions, based on default
risk exposure and lifetime expected credit
loss rates, the expected credit loss rates of
such portfolio amounted to zero

Other receivables

4. Others
For other receivables such as interests receivable and long-term receivables, the
provision for bad debts is made based on the difference between the present value
of future cash flows and its book value.

(XIII) Inventories

1.  Classification and costs for inventories
Inventories are classified into raw materials, work in progress, revolving
materials, low-value consumables, packaging materials, goods in stock (finished
goods), and goods in transit.
Inventories are measured initially at cost. Cost of inventories comprises costs
of purchase, costs of processing and other expenditures incurred in bringing the
inventories to their present location and condition.

2. Measurement for inventories delivered

Upon delivery, inventories are measured with the weighted average method.
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Inventory system

The Company adopts perpetual inventory system.

Amortization of low-value consumables and packaging materials

(1) Low-value consumables are amortized using one-off write-off method;
(2) Packaging materials are amortized using one-off write-off method.

Recognition criteria and provision methods for the provision for impairment
of inventories

On the balance sheet date, inventories are stated at the lower of cost and net
realisable value. When the cost of inventories was higher than their net realisable
value, the provision decline in value of inventories shall be made. Net realisable
value is the estimated selling price of the inventories in the ordinary course of
business deducting the estimated costs upon completion, the estimated selling
expenses and the related taxes.

Net realizable value of held-for-sale commodity stocks, such as finished goods,
goods-in-stock, and held-for-sale raw materials, during the normal course
of production and operation, shall be determined by their estimated selling
prices less related selling costs and taxes; the net realizable value of inventory
materials, which need to be processed, during the normal course of production
and operation, shall be determined by the amount after deducting the estimated
cost of completion, estimated selling costs and relevant taxes from the estimated
selling price of finished goods; the net realizable value of inventories held for
execution of sales contracts or labor contracts shall be calculated on the ground
of the contracted price. If an enterprise holds more inventories than the quantity
stipulated in the sales contract, the net realizable value of the excess part shall be
calculated on the ground of general selling price.

After the provision for decline in value of inventories has been made, if the
factors resulting in the previously recorded inventory impairment disappeared, as
a result of which the net realisable value of the inventories became higher than
its book value, it would be written back to the extent of the original provision for
decline in value of inventories made, and such written-back amounts would be
charged to the current profit or loss.
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(XIV) Long-term equity investments

1.

Joint control or significant influence criterion

Joint control is the contractually agreed sharing of control of an arrangement, and
exists only when decisions about the relevant activities of the arrangement require
the unanimous consent of the parties sharing control. If the Company together
with the other joint venture parties can jointly control over the investee and are
entitled to the right of the net assets of the investee, the investee is a joint venture
of the Company.

Significant influence refers to the power to participate in making decisions on
the financial and operating policies of investee, but not the power to control, or
jointly control, the formulation of such policies with other parties. Where the
Company can exercise significant influence over an investee, the investee is an
associate of the Company.

Determination of initial investment cost
(1) Long-term equity investments acquired through business combination

For a long-term equity investment in subsidiaries resulting from a business
combination involving entities under common control, the initial investment
cost of long-term equity investments are its share of the book value of the
owner’ equity of the acquiree in the financial statements of the ultimate
controlling party on the date of combinations. The difference between initial
investment cost of long-term equity investment and the carrying value of
paid consideration is to adjust share premium in the capital reserve. If the
balance of share premium in the capital reserve is insufficient, any excess is
adjusted to retained earnings. In connection with imposing control over the
investee under joint control as a result of additional investment and other
reasons, the difference between initial investment cost of long-term equity
investment according to the aforesaid principle, and the sum of the carrying
value of long-term equity investment before combination and the carrying
value of newly paid consideration for additional shares acquired on the date
of combination is to adjust share premium. If the balance of share premium is
insufficient, any excess is adjusted to retained earnings.

For a long-term equity investment in subsidiaries resulting from a business
combination involving entities not under common control, the cost of the
combination determined on the date of acquisition shall be taken as the
initial investment cost of the long-term equity investment. In connection
with imposing control over the investee not under joint control as a result of
additional investment and other reasons, the initial investment cost shall be
the sum of the carrying value of the equity investment originally held and
the newly increased investment cost.
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2

Long-term equity investments acquired by other means other than business
combination

The initial investment cost of a long-term equity investment obtained by the
Company by cash payment shall be the purchase cost which is actually paid.

The initial investment cost of a long-term equity investment obtained by the
Company by means of issuance of equity securities shall be the fair value of
the equity securities issued.

3. Subsequent measurement and recognition of profit or loss

(1)

2)

Long-term equity investment accounted for by cost method

Long-term equity investment in a subsidiary is accounted for using cost
method unless the investment meets the conditions of held-for-sale. Except
for the actual consideration paid for the acquisition of investment or the
declared but not yet distributed cash dividends or profits which are included
in the consideration, investment gains are recognized as the Company’s
share of the cash dividends or profits declared by the investee.

Long-term equity investment accounted for by equity method

Long-term equity investments in associates and jointly controlled entities
are accounted for using equity method. Where the initial investment cost of
a long-term equity investment exceeds the Company’s share of the fair value
of the investee’s identifiable net assets at the acquisition date, no adjustment
shall be made to the initial investment cost; where the initial investment
cost is less than the Company’s share of the fair value of the investee’s
identifiable net assets at the acquisition date, the difference shall be charged
to current profit or loss and the cost for long-term equity investment shall be
adjusted.

The Company recognizes the investment income and other comprehensive
income according to its shares of net profit or loss and other comprehensive
income realized by the investee respectively, and simultaneously makes
adjustment to the carrying value of long-term equity investments. The
carrying value of long-term equity investment shall be reduced by
attributable share of the profit or cash dividends for distribution declared
by the investee. In relation to other changes of owner’s equity (the “Other
Changes of Owner’s Equity”), except for net profits and losses, other
comprehensive income and profit distribution of the investee, the carrying
value of long-term equity investment shall be adjusted and included in
owner’s equity.
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3)

The Company’s share of net profit or loss, other comprehensive income
and Other Changes of Owner’s Equity of an investee is determined based
on the fair value of identifiable net assets of the investee at the time when
the investment is obtained, and according to the accounting policies and
accounting period of the Company, recognition shall be made to the net
profit of the investee after the adjustment and to other comprehensive
income, etc.

The unrealized profit or loss which is attributable to the Company calculated
based on its attributable percentage resulting from transactions between the
Company and its associates or joint venture shall be eliminated in, based
on which investment income shall be recognized, other than those assets
consumed or disposed of which constitute business. Any unrealized losses
resulting from transactions with the investee, which are attributable to
impairment of assets, shall be fully recognized.

The Company discontinues recognising its share of net losses of the
investee after the carrying amount of the long-term equity investment and
any long-term interest that in substance forms part of the Company’s net
investment in the associate or the joint venture is reduced to zero, except to
the extent that the Company has an obligation to assume additional losses.
Where net profits are subsequently made by the associate or joint venture,
the Company resumes recognising its share of those profits only after its
share of the profits equals the share of losses not recognised.

Disposal of long-term equity investments

For disposal of a long-term equity investment, the difference between the
book value and the consideration actually received shall be included in
current profit or loss.

For the certain long-term equity investment treated under the equity method,
where the remaining equity continues to be accounted for using the equity
method, the other comprehensive income previously recognised under the
equity method shall be transferred in proportion by using the same basis as
the investee used for direct disposal of relevant assets or liabilities. Other
Changes of Owner’s Equity shall be transferred in proportion into current
profit or loss.
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When the Group loses the mutual control or material influence over the
investee due to disposal of equity investment and other reasons, for other
comprehensive income recognized in the original equity investment due to
the equity method is adopted, it shall be treated using the same accounting
basis as the investee used for direct disposal of relevant assets or liabilities
when ceasing to use the equity method. Other Changes of Owner’s Equity
shall be transferred into the current profit or loss when ceasing to use the
equity method.

When the Group loses the control over the investee due to partially disposal
of equity investment and other reasons, the remaining equity interest after
disposal shall be accounted for under equity method in preparation of
separate financial statements provided that joint control or material influence
over the investee can be imposed and shall be adjusted as if such remaining
equity interest had been accounted for under the equity method since being
obtained. The other comprehensive income previously recognised before
obtaining the control over the investee shall be transferred in proportion
by using the same basis as the investee used for direct disposal of relevant
assets or liabilities. Other Changes of Owner’s Equity recognized as a result
of the adoption of the equity method shall be transferred to the current profit
or loss on pro rata basis. Where the remaining equity interest after disposal
cannot exercise joint control or exert material influence over the investee,
it shall be recognised as financial asset, and the difference between fair
value and the carrying value on the date of losing control shall be included
in current profit or loss. All the other comprehensive income and Other
Changes of Owner’s Equity recognised before obtaining the control over the
investee shall be transferred.

For disposal of the equity investment in a subsidiary in stages by multiple
transactions resulting in the loss of control, where the Company accounts for
a package deals, accounting treatment shall be conducted for all transactions
as the equity investment for disposal of a subsidiary and the transaction in
the loss of control. In the individual financial statements, the differences
between the consideration disposed and the corresponding carrying value of
long-term equity investment of the disposed equity in each transaction prior
to the loss of control shall be recognised in other comprehensive income
first and transferred to the current profit or loss when the parent eventually
loses control over the subsidiary. Where the Company doesn’t account for a
package deals, accounting treatment shall be conducted for each transaction
individually.
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(XV)

Fixed assets

1.

Recognition and initial measurement of fixed assets

Fixed assets are tangible assets that are held for use in production or supply of
goods or services, for rental to others, or for administrative purposes, and have
a useful life of more than one accounting year. Fixed asset is recognised when it
meets the following conditions:

(1) Tt is probable that the economic benefits associated with the fixed asset will
flow to the enterprise;

(2) Its cost can be reliably measured.

Fixed assets are initially measured at cost (and taking into account the effect of
estimated costs of disposal).

For subsequent expenses related to fixed assets, if the related economic benefits
are likely to flow into the enterprise and its cost could be reliably measured, such
expenses are included in the cost of the fixed asset; and the carrying amount of
the replaced part will be derecognized; all other subsequent expenses are included
in current profit or loss upon occurrence.

—34 —



(XVI)

Methods for depreciation

Fixed assets of the Company are depreciated by categories using the straight-line
method, and the annual depreciation rates are determined by categories based
upon their estimated useful lives and their estimated residual values. For fixed
assets that have made provision for the impairment, the amount of depreciation of
it is determined by carrying value after deducting the provision for the impairment
based on useful life during the future period. Where different components of
a fixed asset have different useful lives or generate economic benefits for the
enterprise in different ways, different depreciation rates or depreciation methods
shall apply, and each component is depreciated separately.

The depreciation methods, useful life of depreciation, residual value rate and
annual depreciation rate of each category of fixed assets are as follows:

Annual

Depreciation Residual depreciation

Category methods Useful life value rate rate

(Years) (%) (%)

Plant and buildings Straight-line 30 3 323
method

Machinery and equipment Straight-line 6-18 3 5.39-16.17
method

Transportation tools Straight-line 5 3 19.40
method

Office equipment and others Straight-line 5 3 19.40
method

Disposal of fixed assets

A fixed asset is derecognized on disposal or when no future economic benefits
are expected from using or disposal. The amount of proceeds on sale, transfer,
retirement or damage of a fixed asset net of its carrying amount and related taxes
and expenses is recognized in current profit or loss.

Construction in progress

Construction in progress is measured at actual cost. Actual cost comprises construction
costs, installation costs, borrowing costs that are eligible for capitalisation and other
costs necessary to bring the construction in progress ready for their intended use.
Construction in progress is transferred to fixed assets when the assets are ready for
their intended use, and depreciation begins from the following month.
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(XVIl) Borrowing costs

1.

Criteria for recognition of capitalised borrowing costs

The Company’s borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset are capitalized into the cost of
relevant assets. Other borrowing costs are recognized as expenses in profit or loss
in the period in which they are incurred.

Qualifying assets include fixed assets, investment property and inventories that
necessarily take a substantial period of time for acquisition, construction or
production to get ready for their intended use or sale.

Capitalisation period of borrowing costs

The capitalisation period refers to the period beginning from the commencement
of capitalising borrowing costs to the date of ceasing capitalisation, excluding the

period of suspension of capitalisation.

Capitalisation of borrowing costs begins when the following three conditions are
fully satisfied:

(1) expenditures for the assets (including cash paid, non-currency assets
transferred or interest-bearing liabilities assumed for the acquisition,
construction or production of qualifying assets) have been incurred;

(2) borrowing costs have been incurred;

(3) acquisition, construction or production that are necessary to enable the asset
to get ready for their intended use or sale have commenced.

Capitalisation of borrowing costs shall cease when the qualifying asset under
acquisition, construction or production gets ready for intended use or sale.
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Suspension of capitalisation period

Capitalisation of borrowing costs shall be suspended during periods in which
the acquisition, construction or production of a qualifying asset is interrupted
abnormally, and the interruption is for a continuous period of more than 3
months; if the interruption is a necessary step for making the qualifying asset
under acquisition, construction or production ready for the intended use or sale,
the capitalisation of the borrowing costs shall continue. The borrowing costs
incurred during such period of interruption shall be recognized in current profit
or loss. When the acquisition, construction or production of the asset resumes, the
capitalisation of borrowing costs continues.

Capitalisation rate and calculation of capitalization amount of borrowing
costs

As to specific borrowings for the acquisition, construction or production of
qualifying assets, borrowing costs from the specific borrowings actually incurred
in the current period minus the interest income earned on the unused borrowing
loans as a deposit in the bank or the investment income earned from temporary
investment will be used to determine the amount of borrowing costs for
capitalisation.

As to general borrowings for the acquisition, construction or production of
qualifying assets, the to-be-capitalized amount of borrowing costs on the general
borrowing shall be calculated and determined by multiplying the weighted
average asset disbursement of the part of the accumulative asset disbursements
minus the specific borrowings and the capitalisation rate of the said general
borrowings. The capitalisation rate shall be calculated and determined according
to the weighted average actual interest rate of general borrowings.

During the capitalisation period, exchange differences related to the principal
and interest on a specific-purpose borrowing denominated in foreign currency are
capitalised as part of the cost of the qualifying asset. The exchange differences
related to the principal and interest on foreign currency borrowings other than a
specific-purpose borrowing are included in the current profits and losses.
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(XVIIl) Intangible assets

1.

Measurement of intangible assets

(1) Intangible assets are initially measured at cost upon acquisition by the
Company;

The costs of an externally purchased intangible asset include the purchase
price, relevant tax expenses, and other expenditures directly attributable to
bringing the asset ready for its intended use.

(2) Subsequent measurement

The Company shall analyse and judge the useful life of intangible assets
upon acquisition.

As for intangible assets with a finite useful life, they are amortized over the
term in which economic benefits are brought to the firm; if the term in which
economic benefits are brought to the firm by an intangible asset cannot be
estimated, the intangible asset shall be taken as an intangible asset with
indefinite useful life, and shall not be amortized.

Estimate of useful life for the intangible assets with finite useful life

Estimated Amortization

Items useful lives method
(Year)
Land use rights 50  straight-line
method
Software 2-5  straight-line
method

The useful life for and the amortization method of intangible assets with finite
useful life are reviewed at the end of each period.

After review, the useful life for and the amortization method of intangible assets
at the end of this period remain the same as the previous period.

Basis for determining intangible assets with indefinite useful life and
procedure for reviewing its useful life

The useful life of intangible assets with indefinite useful life is reviewed at the
end of each period.

Scope of the expenditure for research and development

Expenditures incurred in the process of research and development of the
Company include relevant compensation of employees engaged in research
and development activities, materials consumed, and relevant depreciation and
amortization expenses.
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Specific criteria for the division of research phase and development phase

The expenses for internal research and development projects of the Company
are divided into expenses in the research phase and expenses in the development
phase.

Research phase: a phase in which innovative and scheduled investigations and
research activities are conducted to obtain and understand new scientific or
technological knowledge.

Development phase: a phase in which the research outcomes or other knowledge
are applied for a plan or a design prior to the commercial production or use in
order to produce new or substantially improved materials, devices, products, etc.

Specific conditions for capitalisation of expenditure incurred in development
phase

Expenditures incurred in the research stage are recognised in profit or loss for
the period. Expenditures incurred in the development stage are recognised as
intangible assets only when all of the following conditions are satisfied, and the
expenditures in the development stage that does not meet all of the following
conditions are recognized in profit or loss for the period:

(1) the technical feasibility of completing the intangible asset so that it will be
available for use or for sale;

(2) the intention to complete the intangible asset for use or for sale;

(3) the ways in which the intangible asset generate economic benefits, including
there is evidence that the products produced using the intangible asset has a
market or the intangible asset itself has a market, or if the intangible asset is

for internal use, there is evidence that proves its usefulness;

(4) the availability of adequate technical, financial and other resources to
complete the development and the ability to use or sell the intangible asset;

(5) the expenditures attributable to the development phase of the intangible asset
could be reliably measured.

If the expenditures cannot be distinguished between the research phase and
development phase, all of which should be included in the current profit or loss.
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(XIX) Impairment of long-term assets

Long-term assets such as long-term equity investments, fixed assets, construction
in progress, right-to-use assets, intangible assets with a finite useful life and oil and
gas assets are tested for impairment if there is any indication that such assets may be
impaired at the balance sheet date. If the result of the impairment test indicates that
the recoverable amount of the asset is less than its carrying amount, a provision for
impairment and an impairment loss are 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 to sell and the present value of the future cash flows
expected to be derived from the asset. Provision for asset impairment is determined and
recognized on the individual asset basis. If it is not possible to estimate the recoverable
amount of an individual asset, the recoverable amount of a group of assets to which
the asset belongs is determined. A group of assets is the smallest group of assets that is
able to generate independent cash inflows.

Goodwill formed by business merger, intangible assets with indefinite useful lives and
intangible assets that are not yet ready for use are tested for impairment at least at the
end of each year regardless of whether there is any sign of impairment.

When the Company performs impairment test on goodwill, the Company shall, as of
the purchase day, allocate on a reasonable basis the carrying value of the goodwill
formed by merger of enterprises to the relevant asset groups, or if there is a difficulty
in allocation, to allocate it to the set of asset groups. The related asset groups or the set
of asset groups refers to these ones that can benefit from the synergies of a business
combination.

For the purpose of impairment test on the relevant asset groups or the set of asset
groups containing goodwill, if any evidence shows that the impairment of asset
groups or set of asset groups related to goodwill is possible, an impairment test will
be made firstly on the asset groups or set of asset groups not containing goodwill, thus
calculating the recoverable amount and comparing it with the relevant carrying value
so as to recognize the corresponding impairment loss. Then, the Company will conduct
impairment tests on the asset groups or set of asset groups that includes goodwill and
compare its carrying value against its recoverable amount. If the recoverable amount is
lower than its carrying value, the amount of impairment loss is first offset against the
carrying value of the goodwill allocated to the asset groups or set of asset groups, then,
based on the proportion of the carrying value of other assets in the asset groups or set
of asset groups other than goodwill, offset against the carrying value of other assets
proportionally.

Once the above asset impairment loss is recognized, it will not be reversed in
subsequent accounting periods.

—40 -



(XX)

(XXI)

Contract liabilities

The Company has presented contract assets or contract liabilities in the balance
sheet based on the connection between the fulfilment of performance obligations and
payment of the customers. A contract liability represents the obligation to transfer
goods or services to a customer for which the Company has received a consideration
or an amount of consideration that is due from the customer. A contract asset and a
contract liability relating to the same contract are accounted for and presented on a net
basis.

Employee benefits

1.

Accounting treatment methods of short-term benefits

In the accounting period in which employees provide service for the Company,
short-term benefits actually incurred are recognized as liabilities and charged to
current profit or loss or cost of relevant assets.

With regard to the social insurance and housing provident funds contributed
and labour union expenses and employee education expenses paid as required
by regulations, the Company should calculate and recognize the corresponding
employee benefits payables according to the appropriation basis and proportion as
stipulated by relevant requirements in the accounting period in which employees
provide service.

At the time of actual occurrence, the Company’s employee benefits are

recorded in the current profit or loss or costs of relevant assets as incurred. The
non-currency welfare expenses are measured at fair value.
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2.

Accounting treatment methods of post-employment benefits

(1)

2)

Detfined contribution scheme

The Company will pay basic pension insurance and unemployment
insurance for the staff in accordance with the relevant provisions of the local
government. During the accounting period when the staff provides service,
the Company will calculate the amount payable in accordance with the local
stipulated basis and proportions which will be recognized as liabilities, and
the liabilities would be charged into current profit or loss or costs of relevant
assets.

Detined benefit scheme

In respect of the defined benefit scheme, the Company shall attribute the
welfare obligations under the defined benefit scheme in accordance with the
formula determined by projected unit credit method to the service period of
relevant employee, and record the obligation in profit loss for the current
period or costs of related assets.

The deficit or surplus generated from the present value of obligations of the
defined benefit scheme minus the fair value of the assets of defined benefit
scheme is recognized as net liabilities or net assets of a defined benefit
scheme. When the defined benefit scheme has surplus, the Company will
measure the net assets of the defined benefit scheme at the lower of the
surplus of defined benefit scheme and the upper limit of the assets.

All defined benefit plans obligations, including the expected duty of
payment within 12 months after the end of annual Reporting Period during
which the staff provided service, are discounted based on the market yield
of government bonds matching the term and currency of defined benefit plan
obligations or corporate bonds of high quality in the active market on the
balance sheet date.

The service cost incurred by the defined benefit scheme and the net interest
of the net liabilities and net assets of the defined benefit scheme would be
charged to current profit or loss or relevant costs of assets. The changes
arising from the remeasurement of the net liabilities or net assets of the
defined benefit scheme would be included in other comprehensive income and
are not reversed to profit or loss in a subsequent accounting period; when
the previously defined benefits plan is terminated, such amount previously
included in other comprehensive income shall be transferred to undistributed
profit.

When the defined benefit scheme is settled, the gain or loss is recognized

based on the difference between the present value of obligations under the
defined benefit scheme and the settlement price at the balance sheet date.
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Accounting treatment of termination benefits

When the Company provides employees with termination benefits, the staff
remuneration liabilities arising from termination benefits are recognized and
recorded in current profit or loss whichever of the following is earlier: when the
Company cannot unilaterally revoke such termination benefits provided due to
dissolution of labour relationship plan or layoff proposal; when the Company
recognizes such cost or expenses associated with the restructuring involving the
payment of termination benefits.

(XXIl Revenue

1.

Accounting policies adopted for revenue recognition and measurement

The Company recognizes revenue when the performance obligation in a contract
is fulfilled, namely the customer obtains control of relevant goods or services.
Control of a good or service refers to the ability to direct the use of the good or
service, and obtain substantially all of the benefits from the goods or services.

If a contract contains two or more performance obligations, at the commencement
of the contract, the Company allocates the transaction price into each individual
performance obligation according to the relative proportion of each individual
selling price of goods or services committed by individual performance
obligation, and recognizes the revenue according to the transaction price allocated
to each individual performance obligation.

The transaction price is the amount of consideration to which the Company
expects to be entitled in exchange for transferring promised goods or services
to a customer, excluding amounts collected on behalf of third parties and those
expected to be refunded to the customer. The Company considers the terms of the
contract and its customary business practices to determine the transaction price.
When determining the transaction price, the Company considers the effects of
variable consideration, the existence of a significant financing component in the
contract, non-cash consideration and consideration payable to a customer. The
Company determines the transaction price that includes variable considerations
based on the amount not exceeding the revenue accumulatively recognized which
is not likely to be significantly reversed when the relevant uncertainty disappears.
Where there are significant financing elements in the contract, the Company
recognises the transaction price at an amount that reflects the price that a
customer would have paid for the promised goods or services if the customer had
paid in cash when (or as) the customer had obtained control over such goods or
services. The difference between the transaction price and the amount of contract
consideration is amortised using an effective interest method over the contract
term.
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When one of the following conditions is satisfied, the Company is considered
to have fulfilled an obligation within a certain period of time. Otherwise, the
Company is considered to have fulfilled an obligation at a certain point in time:

(1) At the same time when the Company fulfills the obligation, the customer
immediately obtains and consumes the economic benefits brought about by
the Company’s performance.

(2) The customers can control the goods under construction in the course of the
Company’s performance.

(3) Goods produced in the course of the Company’s performance are
irreplaceable. In addition, during the entire contract period, the Company
has the right to collect the payments for the cumulatively completed parts of
performance.

Where performance of a single service contract takes place over a certain period
of time, revenue should be recognized as performance takes place, except where
the stage of performance cannot be determined. The Company considers the
nature of the goods or services and adopts the output method or the input method
to determine the fulfillment progress of the performance. When the fulfillment
progress of the performance cannot be determined reasonably, but is expected
to recover the costs incurred, the Company should recognize revenue only to the
extent of the cost until a reliable measure of progress can be made.

For a performance obligation satisfied at a point in time, the Company shall
recognize revenue when the customer obtains control of relevant goods or
services. In judging whether customers obtain control of promised goods or
services, the Company considers the following indications:

(1) the Company enjoys the right to collect cash on the goods or services, that
is, the customer has the obligation to pay for the goods or services at the
present time.

(2) the Company has transferred the legal ownership of the commodity to the
customer, that is, the customer has the legal ownership of the commodity.

(3) the Company has transferred the goods in kind to the customers, that is, the
customers have actually taken possession of the goods.

(4) the Company has transferred the main risks and rewards in the ownership
of the commodity to its customers, that is, the customers have acquired the
main risks and rewards in the ownership of the commodity.

(5) the customer has accepted the goods.

The Company assesses whether it controls each specified good or service before
that good or service is transferred to the customer to determine whether the
Company is a principal or an agent. If the Company controls the specified good
or service before that good or service is transferred to a customer, the Company is
a principal and recognises revenue in the gross amount of consideration received
or receivable. Otherwise, the Company is an agent and recognises revenue in the
amount of any fee or commission to which it expects to be entitled.
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2. Specitic methods for revenue recognition

The Company recognizes revenue at the point in time when the performance
obligation in a contract is fulfilled, namely when the customer obtains control
over the relevant goods or services. (1) Revenue recognition for domestic sales:
sales revenue is recognized after the Company ships and delivers the products to
the delivery place designated by the customer and with customer’s verification
and signing of the relevant documents; (2) Revenue recognition for export
sales: the revenue is recognized after the Company ships and registers customs
declaration procedures for good departure based on the Company’s contracts or
orders and commercial trading practices.

(XXl Contract costs
Contract costs comprise contract performance costs and contract acquisition costs.

The costs incurred by the Company for the performance of the contract which do not
fall under the scope of the standards relating to inventories, fixed assets and intangible
assets are recognized as an asset as contract performance costs when the following
conditions are met:

1. This cost is directly related to a current or expected contract.

2. This cost increases the resources of the Company to fulfill its performance
obligations in the future.

3. The cost is expected to be recovered.

If the incremental cost incurred by the Company in obtaining the contract can be
expected to be recovered, the contract acquisition cost shall be recognized as an asset.

Assets related to the cost of the contract are amortized on the same basis as the revenue
recognition of the goods or services related to the asset; however, if the amortization
period of the contract acquisition cost is less than one year, the Company will include
it into the current profit or loss when it incurs.

For assets related to contract costs whose carrying amount is higher than the difference
between the following two items, the Company will make provision for impairment for
the excess and recognize it as asset impairment loss:

1. The remaining consideration expected to be obtained by the transfer of goods or
services related to the asset;

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

If the above-mentioned excess is higher than the book value of such assets as a result
of any subsequent change of impairment factors in the previous period, the provision
for impairment of assets previously made shall be reversed and included in profit or
loss for the period as incurred to the extent the book value of the reversed asset shall
not exceed the book value of the asset on the date of the reverse assuming no provision
for impairment is made.
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(XXIY) Government grants

1.

Types

Government grants are monetary assets or non-monetary assets obtained by the
Company from the government for free, and are divided into government grants
related to assets and government grants related to income.

Government grants related to assets are those obtained by the Company for the
purposes of acquisition, construction or other project that forms a long-term asset.
Government grants related to income refer to the government grants other than
those related to assets.

Timing for recognition

Government grants are recognised when the Company can comply with the
conditions attached to them and when they can be received.

Accounting treatment

Asset-related government grants shall be used to offset the carrying amount
of relevant asset or recognized as deferred income. The amount recognized as
deferred income shall be recorded in current profit or loss by installments in a
reasonable and systematic way over the useful life of the relevant assets (the
government grants related to the Company’s daily activities shall be included
in other income; and the government grants unrelated to the Company’s daily
activities shall be included in non-operating income);

Government grants related to income that are used to compensate relevant costs
or losses of the Company in subsequent periods are recognized as deferred
income and recorded in current profit or loss when such costs and losses are
recognized (government grants related to the Company’s daily activities shall be
included in other income; government grants unrelated to the Company’s daily
activities shall be included in non-operating income) or offset relevant costs or
losses; and the government grants used to compensate relevant costs or losses that
have been incurred by the Company are recorded directly in current profit or loss
(government grants related to the Company’s daily activities shall be included in
other income; government grants unrelated to the Company’s daily activities shall
be included in non-operating income) or offset relevant costs or losses.

The interest subsidies for policy-related preferential loans obtained by the
Company are divided into two types and subject to accounting treatment
separately:

(1) Where the interest subsidies are appropriated from the fiscal funds to the
lending bank and then the bank provides loans to Company at a policy-based
preferential interest rate, the Company will recognize the amount of
borrowings received as the initial value and calculate the borrowing costs
according to the principal amount and the policy-based preferential interest
rate.
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(2) Where the interest subsidies are paid directly to the Company, the Company
will use such interest subsidies to offset the corresponding borrowing costs.

(XXV) Deferred income tax assets and deferred income tax liabilities

Income tax comprises current and deferred income tax. Current tax and deferred tax
are recognised in current profit or loss except to the extent that they relate to a business
combination or items recognised directly in equity (including other comprehensive
income).

Deferred tax assets and deferred tax liabilities are calculated and recognized based on
the temporary differences between the tax bases and the carrying amounts of assets and
liabilities.

Deferred income tax assets are recognized to the extent that it is probable that future
taxable profits will be available against which deductible temporary differences can be
utilized. For deductible losses and tax credits that can be reversed in the future years,
deferred tax assets shall be recognized to the extent that it is probable that taxable
profit will be available in the future to offset the deductible losses and tax credits.

Save for exceptions, deferred income tax liabilities shall be recognized for the taxable
temporary difference.

The exceptions for not recognizing deferred income tax assets and liabilities include:

1. the initial recognition of the goodwill;

2. transactions or matters other than business combinations in which neither profit
nor taxable income (or deductible loss) will be affected when transactions occur,

and the initial recognition of assets and liabilities does not result in an equal
amount of taxable temporary differences and deductible temporary differences.
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Deferred tax liabilities are recognised for temporary differences arising from
investments in subsidiaries, joint ventures and associates, except where the Company is
able to control the timing of the reversal of the temporary difference, and it is probable
that the temporary difference will not be reversed in the foreseeable future. When it is
probable that the temporary differences arising from investments in subsidiaries, joint
ventures and associates will be reversed in the foreseeable future and that the taxable
profit will be available in the future against which the temporary differences can be
utilised, the corresponding deferred tax assets are recognised.

On the balance sheet date, deferred tax assets and deferred tax liabilities are measured
at the applicable tax rates during the period when the relevant assets are expected to be
recovered or the relevant liabilities are expected to be settled in accordance with the
provisions of the tax law.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date,
and is reduced to the extent that it is no longer probable that sufficient taxable profit
will be available in the future against which the benefits of the deferred tax assets
will be utilised. Such reduction is reversed to the extent that it becomes probable that
sufficient taxable profits will be available.

When the Group has a legally enforceable right to set-off and intends either to settle
on a net basis or to acquire the income tax asset and settle the income tax liability
simultaneously, current income tax assets and current income tax liabilities shall be
presented as the net amount after offsetting.

At the balance sheet date, deferred tax assets and deferred tax liabilities are offset if all
of the following conditions are met:

1. When the taxable entity has the legal right to set off current income tax assets and
current income tax liabilities on a net basis;

2. When the deferred income tax assets and deferred income tax liabilities are
related to income tax to be paid by the same entity liable to pay tax to the same
tax authority, or related to different entities liable to pay tax but the relevant
entities intend to settle on a net basis or to acquire the income tax assets and settle
the income tax liabilities simultaneously in the future period in which significant
deferred income tax assets and liabilities would be reversed.
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(XXVI) Lease

A lease is a contract that a lessor conveys the right to use an asset to a lessee for a
period of time in exchange for consideration. At inception of a contract, the Company
assesses whether a contract is, or contains, a lease. A contract is, or contains, a lease if
the contract conveys the right to control the use of one or more identified asset(s) for a
period of time in exchange for consideration.

For a contract that contains multiple separate lease, the Company separates and
accounts for each lease component as a lease separately. For a contract that contains
lease and non-lease components, the lessee and lessor separates the lease and non-lease
components.

1. The Company as a lessee
(1) Right-of-use assets

At the commencement date of lease term, the Company recognizes
right-of-use assets for leases (excluding short-term leases and leases of
low-value assets). Right-of-use assets are measured initially at cost. Such
cost comprises:

1 the amount of the initial measurement of lease liability;

2  lease payments made at or before the inception of the lease less any
lease incentives already received (if there is a lease incentive);

3 initial direct costs incurred by the Company;

4  the costs of the Company expected to be incurred for dismantling and
removing the leased asset, restoring the site on which the leased asset
is located or restoring it to the condition as agreed in the terms of the
lease, except those incurred for the production of inventories.

The Company accrues depreciation for the right-of-use assets by
subsequently adopting straight line method. If there is reasonable certainty
that the Company will obtain the ownership of a leased asset at the end of
the lease term, the Company depreciates the leased asset in the remaining
useful life of the asset; otherwise, the Company depreciates the leased asset
in the lease term or in the remaining useful life of the asset (whichever is
shorter).
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2)

The Company determines whether the right-of-use assets have been impaired
in accordance with the principles described in Note “IIl. (XIX) Impairment
of long-term assets” and conducts accounting treatment for impairment loss
identified.

Lease liabilities

At the commencement date of lease term, the Company recognizes lease
liabilities for leases (excluding short-term leases and leases of low-value
assets). Lease liabilities are initially measured based on the present value of
outstanding lease payment. Lease payments include:

1  fixed payments (including in-substance fixed payments), less any lease
incentives (if there is a lease incentive);

2 variable lease payments that are based on an index or a rate;

3 amounts expected to be payable under the guaranteed residual value
provided by the Company;

4 the exercise price of a purchase option if the Company is reasonably
certain to exercise that option;

5  payments of penalties for terminating the lease option, if the lease term
reflects that the Company will exercise that option.

The Company adopts the interest rate implicit in the lease as the discount
rate. If that rate cannot be determined reasonably, the Company’s
incremental borrowing rate is used.

The Company shall calculate the interest tax expenses of lease liabilities in
each period of the lease term at the fixed periodic interest rate, and include it
into profit or loss in the period or cost of relevant assets.

Variable lease payments not included in the measurement of lease liabilities

are charged to profit or loss in the period or cost of relevant assets in which
they actually arise.
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3)

4

After the commencement date of lease term, if the following circumstances
occur, the Company remeasures the lease liability and adjusts the carrying
value of the right-of-use asset accordingly. If the carrying value of the
right-of-use asset has been reduced to zero and the lease liability still needs
to be further reduced, the Company accounts for the difference in the current
profit or loss:

@  when there are changes in assessment results of the purchase, extension
or termination option or the actual exercise condition is inconsistent
with the original assessment results, the Company remeasures the lease
liabilities in accordance with the lease payments after changes and
present value calculated based on the revised discount rate;

@  when in-substance fixed payments, the amount expected to be payable
under the guaranteed residual value or the index or rate arising from
the confirmation of lease payments changed, the Company remeasures
the lease liabilities in accordance with the present value calculated
based on the lease payments after changes and the initial discount rate.
However, if the lease payments change is due to a change in a floating
interest rate, a revised discount rate is used.

Short-term leases and leases of low-value assets

The right-of-use asset and lease liability are not recognized by the Company
for short-term leases and leases of low-value assets, and the relevant lease
payments are included in profit or loss in the period or costs of relevant assets
in each period of the lease term on a straight-line basis. Short-term leases
are defined as leases with a lease term of not more than 12 months from the
commencement date and excluding a purchase option. Leases of low-value
assets are defined as leases with underlying low value when new.

Lease change

The Company will account for the lease change as a separate lease if the
lease changes and meets the following conditions:

@ the lease change expands the scope of lease by increasing the rights to
use one or more leased assets;

@  the increased consideration and the individual price of the expanded
part of the lease are equivalent to the amount adjusted for the contract.
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If the lease change is not accounted for as a separate lease, the Company
shall re-allocate the consideration of a changed contract, re-determine the
lease term, and remeasure the lease liabilities by the present value calculated
from the changed lease payments and revised discount rate on the effective
date of the lease change.

If the lease change results in a narrower lease or a shorter lease term, the
Company reduces the carrying amount of the right-of-use asset accordingly,
and recognises the related gains or losses from partially or completely
terminated leases into the current profit and loss. For other lease change
that cause the lease liabilities to be remeasured, the Company adjusts the
carrying amount of the right-of-use assets accordingly.

The Company as a lessor

At the commencement date of lease term, the Company classifies leases as
financing leases and operating leases. A financing lease is a lease that transfers
substantially all the risks and rewards incidental to ownership of a leased asset,
irrespective of whether the ownership of the asset is eventually transferred. An
operating lease is a lease other than a financing lease. As a sub-leasing lessor, the
Company classifies the sub-leases based on the right-of-use assets of the original
leases.

(1) Accounting treatment of operating leases

The lease payments derived from operating leases are recognised as rental
income on a straight-line basis over the respective lease terms. Initial direct
costs relating to operating leases to be incurred by the Company shall be
capitalized and then allocated and included in the current profit and loss by
stages at the same base as the recognition of rental income over the lease
term. The variable lease payments not included in the measurement of lease
payments shall be recognised in profit or loss in the period in which they
are occurred. In case of modification of an operating lease changes, the
Company shall treat it as a new lease from the effective date of modification,
and the amount of the advance receipt or receivable related to the lease
before the modification shall be regarded as the collection amount of the
new lease.
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2

Accounting treatment of financing leases

At the commencement date of lease term, the Company recognizes financing
lease receivable and derecognizes the underlying assets. The Company
initially measures financing lease receivable in the amount of net investment
in the lease. Net investment in the lease is the sum of the unguaranteed
residual value and the present value of the lease payments receivable which
were not received at the commencement date of lease term, discounted at the
interest rate implicit in the lease.

The Company calculates and recognizes interest income in each period
during the lease term, based on a fixed periodic interest rate. The
derecognition and impairment losses of financing lease receivable are
accounted for in accordance with the Note “IIl. (XI) Financial instruments”.

Variable lease payments not included in the measurement of the net
investment in the lease are included in profit or loss in the period in which
they are occurred.

When a financial lease is changed and the following conditions are
simultaneously met, the Company accounts for the lease change as a separate
lease:

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

@  The consideration and the separate price of the expanded scope of lease
are equivalent to the amount adjusted according to the contract.

Where a change in a financing lease is not accounted for as a separate lease,
the Company deals with the lease after the change according to the following
situation:

@ In case where the lease would have been classified as an operating lease
assuming the modification became effective at the commencement
date of the lease, the Company accounts for it as a new lease from the
effective date of the modification and the net investment in the lease
prior to the effective date of the modification is taken as the carrying
amount of the leased assets;

@ In case where the lease would have been classified as a financing lease
assuming the modification became effective at the commencement date
of the lease, the Company conducts accounting treatment in accordance
with the policy regarding the modification or renegotiation of contracts
described in this Note “III. (XI) — Financial instruments”.
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3. After-sale and leaseback transactions

The Company assesses and determines whether the asset transfer in the after-sale
and leaseback transaction is a sale in accordance with principles described in Note
“III. (XXII) Revenue™.

(1) As alessee

If the asset transfer in the after-sale and leaseback transaction is a sale,
the Company, as a lessee, measures the right-of-use assets formed by the
after-sale and leaseback based on the part of the book value of the original
assets related to the use rights obtained from the leaseback, and recognize
relevant gains or losses only for the right to transfer to the lessor.

If the transfer of assets in the after-sale and leaseback transaction is not a
sale, the Company, as a lessee, continues to recognize the transferred assets
and recognizes a financial liability equal to the transfer income. For details
of accounting treatment for financial liabilities, please see Note “III. (XI)
Financial instruments”.

(2) As alessor

If the transfer of assets in the after-sale and leaseback transaction is a sale,
the Company, as a lessor, accounts for asset purchase, and accounts for asset
lease in accordance with policies in the aforementioned “2. The Company as
a lessor”; if the transfer of assets in the after-sale and leaseback transaction is
not a sale, the Company, as a lessor, does not recognize the transferred assets,
but recognizes a financial asset equal to the transfer income. For details of
accounting treatment for financial assets, please see Note “III. (XI) Financial
instruments”’.

(XXVI) Segment reporting

The Company will determine operation segment on the basis of the internal
organizational structure, management requirements and internal report system, and
determine reporting segment on the basis of operation segment, and disclose such
segment information.

An operating segment is a component of the Company that meets the following
conditions simultaneously: 1. the component is able to generate revenues and incur
expenses from its ordinary activities; 2. whose operating results are regularly evaluated
by the Company’s management to make decisions about resources to be allocated to
the segment and to assess its performance; 3. for which the accounting information on
financial position, operating results and cash flows is available to the Company. Two
or more operating segments may be aggregated into a single operating segment if they
have similar economic characteristics and meet specified conditions.
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(XXVI) Main Accounting Estimates and Judgments

Estimates and judgments are assessed based on past experience and other factors
(including reasonable predictions of future events in relevant circumstances). Estimates
were continuously assessed and were based on historical experience and other factors,
including expectations of future events that were considered to be justified in this
context. Estimates and assumptions of a significant adjustment risk for the carrying
amount of assets and liabilities in the next year are as follows:

1.

Estimated service life and net residual value of fixed assets

The management of the Company confirms the estimated service life, net
residual value and related depreciation costs based on the historical experience
of the actual service life of the buildings, machinery and equipment with
similar properties or functions. Management will adjust depreciation costs
when previously estimated useful life is different or for obsolete or sold
technically-obsolete or non-strategic assets. The actual economic life may differ
from the expected useful life, and the actual net residual value may also differ
from the expected one. Regular inspection of depreciable life, estimated net
residual value may cause changes and changes in depreciation costs for future
periods.

Net realizable value of the inventory

The net realizable value of the inventory is equal to the estimated selling price
in the daily business activities minus the estimated cost to occur at completion,
the estimated sales expenses, and related taxes and fees. The estimate is based
on current market conditions and historical experience of producing and selling
products of the same nature, which may change significantly by technological
innovation, and the competitors’ behavior in response to serious industry cycles.
Management will reassess the estimate on the balance sheet date.

Current period and deferred income tax

The Company shall pay income tax in different jurisdictions and make significant
judgments on the provision of income tax in each jurisdiction. In daily operations,
the final determined tax involved in some transactions and calculations is
uncertain. Considering the long-term nature and complexity of existing
provisions, there will be differences between actual results and assumptions, and
relevant assumptions will change in the future, thus affecting the determination of
current income tax and deferred income tax.

When the management believes that it is likely to deduct sufficient temporary
difference or income tax loss in the future, the deferred income tax assets related
to the temporary difference or income tax loss are recognized. When the expected
result is different from that before, the difference will affect the recognition of
deferred income tax assets and current income tax expenses, which are included
in the current period of the estimated change.
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4. Impairment of financial assets

The provisions for impairment of financial assets are calculated based on
assumptions about the risk of default and expected loss rates. The Company
makes assumptions and selects the calculated input values against the past account
ages, existing market conditions and forward-looking estimates at the end of each
reporting period. Note III. (XI) and Note III. (XII) disclose information related to
all key assumptions.

5. Impairment of non-financial assets

The management of the Company needs to make a judgment on the asset
impairment on the balance sheet date, especially when evaluating long-term assets,
including fixed assets, projects under construction, intangible assets, etc. The
recoverable amount is the higher value between the fair value of the asset minus
the disposal expense and the present value of the expected future cash flow. The
revaluation recoverable amount can be adjusted at each impairment test. Note III.
(XIX) discloses the relevant information.

(XXIX) Changes in significant accounting policies and accounting estimates

None.
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IV. TAXATION

(I) Major tax categories and tax rates

Tax categories Tax basis Tax rate
(%)
Value-added tax The VAT payable is the difference 13,9,6,5,3,1

between output tax (calculated based
on sales of goods and taxable service
income under the tax laws) and the
deductible input tax of the period

Urban maintenance and construction tax ~ Based on value-added tax paid 1,5

Educational surcharge and local education Based on value-added tax paid 3,2
surcharge

Enterprise income tax Based on taxable profits 15

(IT) Important tax incentives and approvals

1.

On 23 April 2020, the Ministry of Finance, the State Taxation Administration
and the National Development and Reform Commission jointly issued the
Announcement on the Continuation of the Corporate Income Tax Policy for
Western Development (Announcement of the Ministry of Finance, the State
Taxation Administration and the National Development and Reform Commission
of 2020 No. 23), which specifies that “from 1 January 2021 to 31 December
2030, enterprises in the encouraged industries located in the western regions
shall be subject to a reduced corporate income tax rate of 15%. For the purpose
of this article, enterprise in an encouraged industry means an enterprise whose
main business is within the scope of industry projects set out in the Catalogue
of Encouraged Industries in western regions and whose revenue from its main
business accounts for 60% or more of its gross income.” According to the
Catalogue of Encouraged Industries in western China (2020 Edition) (Decree
No. 40 of the National Development and Reform Commission, which came into
force on 1 March 2021), “high-end and high-quality float glass, electronic glass,
automobile and photovoltaic glass production and downstream deep processing”
belongs to the encouraged industry in western regions. The Company, Xianyang
IRICO Photovoltaic Glass Co., Ltd. (& B % ML 36 Ak 37 35 A R A 7)) (“Xianyang
Photovoltaic”) and IRICO Yan’an New Energy Co., Ltd.* (& L (i %) ¥ fg UK
A PR 2 7l) (“Yan’an New Energy”), the subsidiaries of the Company, fulfilled
the conditions for preferential tax policy of the western development, was entitled
to the preferential tax policy of the western development and shall be subject to a
reduced corporate income tax rate at 15% during the Reporting Period.
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IRICO (Hefei) Photovoltaic Co., Ltd.* (# UL (& ) S6 KA R 2 7)) (“Hefei
Photovoltaic™), a subsidiary of the Company, was once again accredited as a High
and New Technology Enterprise (Certificate No. GR202434001612) as approved
by the Industry and Information Technology Department of Anhui Province, and
the Department of Finance of Anhui Province, Anhui Provincial Tax Service of
the State Taxation Administration on 29 October 2024, and has been entitled to a
15% preferential tax treatment for EIT, with a certificate valid for three years.

Xianyang Photovoltaic, a subsidiary of the Company, was accredited as a High
and New Technology Enterprise (Certificate No. GR202261000379) as approved
by the Science and Technology Department of Shaanxi Province, the Department
of Finance of Shaanxi Province and Shaanxi Provincial Tax Service of the State
Taxation Administration on 12 October 2022, and has been entitled to a 15%
preferential tax treatment for EIT and the validity period of the certificate is three
years; and on 6 January 2026, it was accredited as a High and New Technology
Enterprise (Certificate No. GR202561001225) by the Office of the Leading Group
for the National High-Tech Enterprise Recognition and Management, with the
recognition valid until 19 December 2028.

Yan’an New Energy, a subsidiary of the Company, was accredited as a High and
New Technology Enterprise (Certificate No. GR202261004763) as approved by
the Science and Technology Department of Shaanxi Province, the Department
of Finance of Shaanxi Province and Shaanxi Provincial Tax Service of the State
Taxation Administration on 14 December 2022, and has been entitled to a 15%
preferential tax treatment for EIT and the validity period of the certificate is three
years; and was accredited as a High and New Technology Enterprise (Certificate
No. GR202561002150) as approved by the Science and Technology Department
of Shaanxi Province, the Department of Finance of Shaanxi Province and Shaanxi
Provincial Tax Service of the State Taxation Administration on 19 December 2025,
and has been entitled to a 15% preferential tax treatment for EIT and the validity
period of the certificate is three years.

Jiangxi IRICO Photovoltaic Co., Ltd. (YL 7§ % UL 3t 1k & R 2 &) (“Jiangxi
Photovoltaic™), a subsidiary of the Company, was accredited as a High and New
Technology Enterprise (Certificate No. GR202336000178) as approved by the
Science and Technology Department of Jiangxi Province, the Department of Finance
of Jiangxi Province and Jiangxi Provincial Tax Service of the State Taxation
Administration on 12 November 2023, and has been entitled to a 15% preferential tax
treatment for EIT and the validity period of the certificate is three years.

Hefei Photovoltaic, Yan’an New Energy, Xianyang Photovoltaic and Jiangxi
Photovoltaic, subsidiaries of the Company, pursuant to the Notice on Further
Improvement of the Policy of Weighted Pretax Deduction on Research and
Development Expenses (Announcement of the Ministry of Finance and the
State Taxation Administration No. 7 of 2023), is required to deduct 100% of the
amount actually incurred which shall be deducted before tax payment, in addition
to the deduction as prescribed to the extent of the amount actually incurred
since 1 January 2023, where the research and development expenses incurred
by an enterprise in research and development activities do not form intangible
assets and are included in the current period’s profit or loss; and make pre-tax
amortisation based on 200% of the costs of the intangible assets since 1 January
2023 where intangible assets are formed.
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V.

7. According to the Announcement on Further Increasing the Strength of
the Implementation of Policy of VAT Ending Withholding Tax Refund
(Announcement of the Ministry of Finance and the State Taxation Administration
of No. 14 of 2022), Hefe1 Photovoltaic, Yan’an New Energy and Jiangxi
Photovoltaic, subsidiaries of the Company, expands the scope of the policy on full
monthly refund of incremental retained tax credits for advanced manufacturing
industries to eligible manufacturing industries and other industries, and provide a
one-time refund of retained tax credits for enterprises in manufacturing industries
and other industries to support the development of small and micro enterprises
and manufacturing industries, boost the confidence of market players, stimulate
the vitality of market players, and increase the strength of the VAT refund policy
for “manufacturing” and other VAT credits at the end of the period. Eligible
enterprises in manufacturing and other industries shall apply to the competent tax
authorities for refunding the incremental retained tax credits starting from the tax
declaration period in April 2022.

SEGMENT REPORTING

Due to the Group’s highly integrated business and unified internal organizational structure,
the management does not have separate management of operating activities in terms of
technology and marketing strategy, nor does it have reportable segments.

Revenue from geographical information

Item 2025 2024
The PRC (excluding Hong Kong) 2,905,052,655.48 3,275,378,522.37
Other countries or regions 841,565.44
Total 2,905,052,655.48  3,276,220,087.81

Information about major customers

In 2025, three customers of the Company (2024: zero customer) individually represented
over 10% of the Company’s total external sales.

The external sales to the customers during the years were as follows:

Customer 2025 2024
Customer A 312,884,168.95
Customer B 309,246,914.65
Customer C 294,235,018.86
Total 916,366,102.46

Note: Sales of Customer A, Customer B and Customer C come from photovoltaic glass.
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VI. TRADE RECEIVABLES

1.

Trade receivables shown by aging

Aging 31 December 2025 31 December 2024
Within 1 year
Including: 0-6 months (inclusive) 1,050,675,661.96 593,660,307.89
7-12 months (inclusive) 102,383,501.55 4,526,599.55
Subtotal for within 1 year 1,153,059,163.51 598,186,907.44
1-2 years (inclusive) 33,558,849.22 2,152,537.16
2-3 years (inclusive) 440,837.22 4,710,853.80
Over 3 years 5,517,713.28 8,571,937.00
Subtotal 1,192,576,563.23  613,622,235.40
Less: provision for bad debts 14,779,418.26 5,536,332.30
Total 1,177,797,144.97  608,085,903.10

Note: The aging of trade receivables is shown by aging based on the recording date.

Trade receivables disclosed according to the method of provision for bad debts

31 December 2025
Book balance Allowance for bad debts
Category Amount Proportion Amount Proportion Carrying amount
(%) (%)

Accounts receivable for

allowance for bad debts is

made on individual basis 496,731.45 0.04 496,731.45 100.00
Accounts receivable for

allowance for bad debts is

made on group basis 1,192,079,831.78 99.96 14,282,686.81 120 1,177,797,144.97
Including: By aging 1,180,749,591.41 99.01 14,282,686.81 1.21  1,166,466,904.60
By low credit risk portfolio 11,330,240.37 0.95 11,330,240.37
Total 1,192,576,563.23 100.00  14,779,418.26 124 1,177,797,144.97
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Category

Accounts receivable for
allowance for bad debts is
made on individual basis

Accounts receivable for
allowance for bad debts is
made on group basis

Including: By aging

By low credit risk portfolio

31 December 2024

Total

Book balance Allowance for bad debts

Appropriation Carrying
Amount Proportion Amount proportion amount

(%) (%)

496,731.45 0.08 496,731.45 100.00
613,125,503.95 99.92 5,039,600.85 0.82  608,085,903.10
595,509,632.16 97.05 5,039,600.85 0.85  590,470,031.31
17,615,871.79 2.87 17,615,871.79
613,622,235.40 100.00 5,536,332.30 0.90  608,085,903.10

(1) Accounts receivable for allowance for bad debts made on individual basis at
the end of the period

Name

Zhejiang Yuhui Solar Energy Source Co., Ltd

(4 T B T R A )

Total

Book  Allowance for Appropriation

balance bad debts proportion Reasons
(%)
496,731.45 496,731.45 100.00  Expected to be
irrecoverable
496,731.45 496,731.45 100.00

(2) Accounts receivable for allowance for bad debts made on on portfolio basis
of credit risk characteristics

@  Portfolio 1: by aging

Aging

0 to 6 months (inclusive)
710 12 months (inclusive)
['to 2 years (inclusive)
2to 3 years (inclusive)
Over 3 years

Total

31 December 2025 31 December 2024

Book  Allowance for ~ Appropriation Book  Allowancefor ~ Appropriation
balance had debts proportion balance bad debs proportion
(%) (%)

1,048,152,891.58 588,626,748.21
100,037966.94  1,000,379.67 100 186190212 18,619.02 100

21,531,15L06  8,261,32531 30.00

502098183 5,020981.83 10000 502098183 5,020,981.83 100.00
1,180,749,59141  14,282,680.81 120 595,509.632.16  5,039,600.85 085
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@  Portfolio 2: By low credit risk portfolio

31 December 2025 31 December 2024
Book  Allowance for ~ Appropriation Book  Allowance for ~ Appropriation
Portfolio name halance had debts proportion balance bad debts proportion
(%) (%)
By low credit
risk portfolio  11,330,240.37 17,615,871.79
Total 11,330,240.37 17,615,871.79
Allowances for bad debts
Changes during the period
31 December Recovered or 31 December
Type 2024 Provision reversed ~ Writtenoff ~ Other changes 2025
Accounts receivable for provision for bad debts on
individual basis 496,731.45 496,731.45
Accounts receivable for allowance for bad debts is made on
group basis 5039.600.85  9,243,085.96 14,282,686.81
[ncluding;: By aging 5,039,600.85  9,243,085.96 14.282.680.81
Total 5,936,33230  9,243,085.96 14779.418.26

Top five trade receivables and contract assets according to closing balance of

debtors
Percentage of
Closing total closing
Closing balance of balance of  Provision for
Balance at balance of trade receivables trade receivables  bad debts of
31 December contract  and contract  and contract trade
Name 2025 assets assets assets receivable
(%)
Zhejiang Aiko Solar Energy 191,904,387.25 191,904,387.25 16.09
Technology Co., Ltd (#f L% i
KGR AR 7
Funing Gcl System Integration 104,314,635.51 104,314,635.51 8.75
Technology Co., Ltd. (& % ff; & &
B A R )
Hefei GCL Integrated Light Energy 94,526,581.16 94,526,581.16 193 174,151.09
Technology Co., Ltd. (& 1 ; & &
b s R A RA )
Hefei GCL System Integration New 93,706,428.01 93,706,428.01 7.86
Energy Technology Co., Ltd. (5 I
& % WO Jf?ﬂﬁﬁ E/\ )
DAS Solar Co., Ltd. (—# # B¢ i Bt 86,611,673.03 86,011,673.03 726 4,535,409.17
SR A R A ?
Total 571,063,704.96 571,063,704.96 4789 4,709,560.26
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5. The situation of overdue accounts receivable at the end of the period

31 December

Items 2025
Accounts receivable not overdue and not impaired 764,867,405.81
Accounts receivable overdue and not impaired 294,615,726.14
Accounts receivable overdue and impaired 133,093,431.28
Total 1,192,576,563.23

As of 31 December 2025, the information on the impairment of trade receivables and
the Company’s exposure to credit risk and foreign currency risk are set out in Note X.

As at 31 December 2025, the carrying amounts of trade receivables approximated their
fair values.

The basis of trade receivables aging analysis is set out in Note III. (XII).

VII. OTHER RECEIVABLES

31 December 31 December
Item 2025 2024

Interest receivable

Dividends receivable
Other receivables 29,512,729.02  28,020,318.24

Total 29,512,729.02  28,020,318.24
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1.

Other receivables

1)

2)

Disclosed by aging

Aging

Within 1 year

Including: 0 —6 months (inclusive)
7-12 months (inclusive)

Subtotal for within 1 year

1-2 years (inclusive)

2-3 years (inclusive)

Over 3 years

Subtotal

Less: allowances for bad debts

Total

Disclosure by nature of amounts

Nature
By deposits, margins and reserves

By trading receivables
and other receivables

Subtotal

Less: allowances for bad debts

Total
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31 December
2025
6,892,438.01

6,892,438.01
11,059,892.65

11,777,641.16

31 December
2024

11,191,177.08

11,191,177.08
20,000.00
19,360.00
16,799,698.16

29,729,971.82

28,030,235.24

217,242.80

9,917.00

29,512,729.02

28,020,318.24

31 December
2025

22,113,391.16

7,616,580.66

31 December
2024

27,164,891.16

865,344.08

29,729,971.82

28,030,235.24

217,242.80

9,917.00

29,512,729.02

28,020,318.24




(3) Disclosed according to the method of provision for bad debts

31 December 2025
Carrying
Book balance Allowance for bad debts amount
Category Amount  Proportion Amount  Proportion
(%) (%)
Allowance for bad debts 1s
made on individual basis
Allowance for bad debts is
made on group basis 29,729,971.82 100.00 217,242.80 0.73  29,512,729.02
Including: By aging 7,616,580.66 25.62 217,242.80 2.85  7,399,337.86
By deposits,
margins and
reserves 22,113,391.16 74.38 22,113,391.16
Total 29,729,971.82 100.00 217,242.80 0.73  29,512,729.02
31 December 2024
Allowance Carrying
Book balance for bad debts amount
Appropriation
Category Amount  Proportion Amount  proportion
(%) (%)
Allowance for bad debts is
made on individual basis
Allowance for bad debts is
made on group basis 28,030,235.24 100.00 9,917.00 0.04 28,020,318.24
Including: By aging 865,344.08 3.09 9,917.00 1.15 855,427.08
By deposits,
margins and
reserves 27,164,891.16 96.91 27,164,891.16
Total 28,030,235.24 100.00 9,917.00 0.04 28,020,318.24
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Items for which allowance is made on on portfolio basis of credit risk
characteristics

@

@

Portfolio 1: by aging

31 December 2025 31 December 2024
Book  Allowance for Appropriation Book  Allowance for Appropriation
Aging bhalance bad debts  proportion balance bad debts  proportion
(%) (%)
0 to 6 months
(inclusive) 6,892,438.01 855,427.08
7to 12 months
(inclusive)
1 to 2 years
(inclusive) 724,142.65 217,242.80 30.00
2 to 3 years
(inclusive)
Over 3 years 9.917.00 9.917.00 100.00
Total 7,616,580.66 217,242.80 2.85 865,344.08 9,917.00 1.15
Portfolio 2: by deposits, margins and reserves
31 December 31 December
2025 2024
Book Allowance for Appropriation Book  Allowance for ~ Appropriation
Portfolio name balance bad debts  proportion balance bad debts proportion
(%) (%)
By deposits, margins and
reserves 2,113,391.16 27,164,891.16
Total 22,113,391.16 27.164,891.16
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(4) Allowances for bad debts

Stage I Stage 11 Stage 111

ECL for Lifetime ECL Lifetime ECL

Allowance for the following (without credit  (with credit
bad debts 12 months  impairment) impairment) Total

Balance at 31 December 2024 9,917.00 9,917.00
Balance at 31 December 2024 for the
period
— Transferred to Stage II
— Transferred to Stage III
- Reversed to Stage I
- Reversed to Stage |
Made in the period 217,242.80 -9,917.00 207,325.80
Reversed in the period
Charged off in the period
Written off in the period
Other changes

Balance at 31 December 2025 217,242.80 217,242.80
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)

(6)

Change in book balance of other receivables

Stage I Stage 11 Stage 111

ECL for Lifetime ECL Lifetime ECL

the following (without credit  (with credit

Book balance 12 months  impairment) impairment)

Balance at 31 December 2024 28,020,318.24 9,917.00
Balance at 31 December 2024 for the
period
— Transferred to Stage II
— Transferred to Stage III
- Reversed to Stage I
- Reversed to Stage |
Additions in the period 26,902,039.85
Derecognition in the period 25,192,386.27 9,917.00
Other changes

Total

28,030,235.24

26,902,039.85
25,202,303.27

Balance at 31 December 2025 29.729.971.82

29,729,971.82

Top five other receivables according to closing balance of debtors

Percentage of
total closing
balance of Balance of
Natureof  Balance at 31 other  allowance for
Name payment  December 2025 Aging receivables bad debts
(%)
Shangrao Anxin Development Co.,
L (B %% EAR
) Deposits 10,320,000.00  1-2 years 34.71
Xianyang City Qindu District
State-owned Investment Company
(BT RMIEREREAT) Deposits 10,000,000.00  Over 3 years 33.64
Shangrao Economic and Technological
Development Zone Management
Committee (- 45 J £ il B % Government
EERZE®) grants 6,885,666.66 -6 months 23.16
Hubei Yijun Yaoneng New Material
Co, Ltd. (ML EH B Current
Tt 23 ) accounts 381,335.65  1-2 years 1.28 114,400.70
Chongqing Sincere Trade Co., Ltd. Current
(EEANGEHARAD) accounts 262,173.00  1-2 years 0.88 78,651.90
Total 27,849,175.31 93.67 193,052.60

— 68 —



VIII. OTHER INVESTMENT IN EQUITY INSTRUMENTS

Details of other investment in equity instruments

Increase or decrease in the current period

Gains Losses
recognized recognized
in other in other
comprehensive  comprehensive
31 December Increasein ~ Decrease in income for income for 31 December
[tem 2004 investment investment the period the period Other 2025
Shaanxi Rainbow Electronic Glass
Co, Lid. (WA R
ERGH) 112,281,276.54 13234,659.34 9904661720
IRICO Display Devices Co., Lid:* (¥
MERRERRERL ) 290,788,032.06 61,199,91429 09,588,117.77
Total 403,069,308.60 T4434573.63 308,034,73497
(ains Losses
recognized recognized
Dividend in other inother  Reasons for designating
income  comprehensive comprehensive as financial assets at
recognized in income for income for ~ fair value through other
Item the period the period the period  comprehensive income
Shaanxi Rainbow Electronic Glass Co., Ltd. (Bt 7§ % 4T & + 3 3,969,640.61  Non-trading equity
AR ) instrument investment
IRICO Display Devices Co., Ltd.* (% 4T 8 7 # 15 i (1 & R 1350,773,368.55  Non-trading equity
NH) instrument investment
Total 154,743,009.16
Note 1: As at 31 December 2025, the Company held a total of 35,375,673 shares of IRICO Display Devices Co., Ltd.

Note 2:  As at 31 December 2025, the Company’s shareholding in Shaanxi IRICO Electronics Glass Co., Ltd. was

7.2953%.
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IX. SHORT-TERM BORROWINGS

1. Categories of short-term borrowings

Borrowing conditions

Guaranteed borrowings
Credit borrowings

Total

X. BILLS PAYABLE

Item

Bank acceptance bills

Total
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31 December
2025

1,177,124,584.97
1,359,166,734.48

31 December
2024

10,000,000.00
2,498,390,612.71

2,536,291,319.45

2,508,390,612.71

31 December
2025

472,943,983.50

31 December
2024

498,477,824.98

472,943,983.50

498,477,824.98




XI. ACCOUNTS PAYABLE

1. Category of accounts payable by aging

Item

Within 1 year (inclusive)
1 to 2 years (inclusive)

2 to 3 years (inclusive)
Over 3 years

Total

31 December
2025

356,962,270.69
134,805,881.41
78,342,686.99
16,582,533.39

31 December
2024

392,428,005.34
158,044,762.98
40,232,243.94
11,995,181.14

586,693,372.48

602,700,193.40

Note: The aging of the accounts payable is disclosed based on the aging on the recording date.

2. Significant accounts payable aged over 1 year

Name of debtor

Qinhuangdao Tucheng Glass Technology Co.,
Ltd. (% 2 5 18 B 38 £ A R 2 Al)

Shaanxi Rainbow Industrial Intelligent
Technology Co., Ltd.* (PR 7§ % 4L T £ %
e Bt B A R HD)

Anhui Yinrui Intelligent Technology Co., Ltd.
(ZRRBE B BB A R A

Luoyang Mountain Intelligent Equipment Co.,
Ltd. (¥ B 45 5 & A8 s i B A PR 2 7))

Balance at

31 December
2025
22,367,787.59

14,494,391.86

13,699,851.34

12,632,743.36

Total

63,194,774.15
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Reasons for
outstanding or not
carried forward

Not collected

Not collected

Not collected

Not collected



3. Accounts payable by nature

Item

Payables for equipment
Payables for materials
Payables for transportation
Payables for construction
Payables for services
Others

Total

XII. OTHER PAYABLES

Item
Interest payable

Dividends payable
Other payables

Total

- 72 —

31 December 31 December
2025 2024
251,172,015.25 340,785,943.61
242,409,216.29 171,456,992.50
51,287,553.85 38,082,431.24
9,483,665.26 27,966,291.54
32,200,294.72 23,778,811.38
140,627.11 629,723.13
586,693,372.48 602,700,193.40
31 December 31 December
2025 2024
32,687,269.66 39,836,814.75
32,687,269.66 39,836,814.75




1. Other payables

1)

2)

Payables categorized by nature

31 December

31 December
2024

18,132,611.84
4,744,189.08
7,926,303.86
5,581,385.39
1,163,504.44
2,288,820.14

Item 2025
Retention money and deposits 17,138,152.24
Advances on behalf 5,394,339.08
Subsidies payable 4,977,039.53
Property lease fee

Current accounts 508,833.72
Others 4,668,905.09
Total 32,687,269.66

39,836,814.75

Other major payables aged more than one year

Balance at

31 December

Name 2025
Anhui ZISHUO Environment Technology Co., Ltd.

(ZRUCEWBRE TRAEW AR A ) 2,960,000.00
Qinhuangdao Tucheng Glass Technology Co., Ltd.

(F 25 [ BB 30 A R 2 A 2,514,000.00

Total 5,474,000.00
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Reasons for
outstanding
or not carried
forward

Not collected

Not collected



XIII. NON-CURRENT LIABILITIES DUE WITHIN ONE YEAR

31 December 31 December

Item 2025 2024
Long-term borrowings due within one year 554,552,462.25  904,920,142.91
Long-term payables due within one year 976,423.62
Lease liabilities due within one year 46,169,659.87 45,491,786.92
Total 600,722,122.12  951,388,353.45

Explanations on long-term borrowings due within one year:

Guaranteed borrowings:

Lender 31 December Guarantor
2025
Bank of Beijing Co., Ltd. Xi’an Weiyang Road Branch 1,578,537.55 IRICO Group New
(At AT ey A R 2 Al %R B S0AT) Energy Company
Limited
Total 1,578,537.55

Secured loan:

Lender 31 December Collateral
2025

China Construction Bank Corporation Shangrao Branch 148,504,173.61 Fixed assets
(P B R AT M A BR A E] B T e AT

Shanghai Pudong Development Bank Co., Ltd. 21,851,895.83 Fixed assets
Shangrao Branch( |- ¥ i R %5 f& 4R 17 i I A IR
NI )

Total 170,356,069.44

Note 1: The remaining long-term borrowings due within one year of RMB382,617,900 are credit borrowings.

Note 2:  The guarantor is the Company, which guarantees for its subsidiaries.
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XIV.OTHER CURRENT LIABILITIES

31 December 31 December
Item 2025 2024
Bills endorsement discount 634,069,379.05 648,324,356.04
Pending VAT output 172,495.65 300,371.41
Total 634,241,874.70  648,624,727.45
XV.LONG-TERM BORROWINGS
Interest rate
Item 31 December 2025 31 December 2024 range
Pledged borrowings 712,946,069.44 608,531,768.89 2.85%
Guaranteed borrowings 81,675,996.99 717,734,501.96 3.15%
Credit borrowings 1,999,117,855.26 1,867,625,455.06 2.25%-3.00%
Subtotal 2,793,739,921.69 2,553,891,725.91
Less: Long-term borrowings due within one
year 554,552,462.25 904,920,142.91
Total 2,239,187,459.44 1,648,971,583.00
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Explanations on classification of long-term borrowings:

Guaranteed borrowings:

31 December
Lender 2025 Guarantor
Bank of Beijing Co., Ltd. Xi’an Weiyang Road Branch 80,097,459.44 IRICO Group New
(At mt AT A A R 2 m) 78 %R g B S0 AT) Energy Company
Limited
Total 80,097,459.44

Secured loan:

31 December
Lender 2025 Collateral

China Construction Bank Corporation Shangrao Branch 381,000,000.00 Fixed assets
(B R R AT R A BR A R BT O AT)

Shanghai Pudong Development Bank Co., Ltd. Shangrao  161,590,000.00 Fixed assets
]/S\ranch(J: W R A R AT R A R Al b
A7)

Total 542,590,000.00

Note: The guarantor is the Company, which guarantees for its subsidiaries.
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XVLOPERATING REVENUE AND OPERATING COSTS

1. Information on operating revenue and operating costs

2025
Item Revenue Costs

Principal businesses

2024
Revenue

Costs

2,368,290,908.49 3,138,078,277.71 3,246,365,419.77 3,365,704,904.13

Other businesses 36,761,746.99 12,479,588.06 29,854,668.04 5,739,186.52
Total 2,905,052,655.48 3,150,557,865.77 3,276,220,087.81 3,371,444,090.65
Details of operating revenue:
Item 2025 2024
I.  Subtotal in revenue from principal businesses 2,868,290,908.49 3,246,365,419.77
Including: Photovoltaic glass 2,868,290,908.49 3,246,365,419.77
II.  Subtotal in revenue from other businesses 36,761,746.99 29,854,668.04
Including: Revenue from hydropower 22,228,024.12 10,260,308.24
Sales of scrap 6,020,796.48 11,698,403.11
Others 8,512,926.39 7,895,956.69
Total 2,905,052,655.48 3,276,220,087.81
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Details of revenue arising from contracts

Solar photovoltaic business Others Elimination among segments Total

Operating Operating Operating Operating Operating Operating Operating Operating

Category revenue costs revenue costs revenue costs revenue costs
Business type:

Principal operating revenue 2,868,290,908.49 3,138,078,277.71 2.868,290,908.49 3,138,078,277.71
Other operating revenue 36,761,746.99  12,479,588.06 36,761,746.99  12,479,588.06
Total 2.868,290,908.49 3,138,078.277.71  36,761,746.99  12,479,588.06 2,905,052,655.48  3,150,557,865.77

(lassified by the time of transfer of goods:

Recognition within a certain point in time 2,868,290,908.49 3,138,078,277.71  28,249,394.56 8,035,819.05 2,896,540,303.05  3,146,714,096.76
Recognition within a certain period 8,512,35243 3,843,769.01 8,512,35243 3,843,769.01
Total 2,868,290,908.49 3,138,078,277.71  36,761,746.99  12,479,588.06 2,905,052,655.48  3,150,557,865.77

Description on performance obligation

The Company shall recognize revenue when (or as) the Company satisfies a
performance obligation by transferring a promised good or service to a customer who
obtains control of that asset. Whether performance obligations satisfied over time
or at a point in time is based on the provisions stated in contracts and related law
regulations. The Company satisfies a performance obligation if one of the following
criteria is met:

(1) the customer simultaneously receives and consumes the economic benefits when
the Company perform its obligations.

(2) the customer gains control of an asset as the asset is created or enhanced by the
Company in the course of performance.

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

If the performance obligation is satisfied over time, the Company will recognize
revenue via contract performance schedule, otherwise the Company satisfies the
performance obligation at a point in time. Contract performance schedule is based
on the value of the goods that have been transferred to the customer to determine the
contract performance schedule.
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XVII. FINANCE COSTS

Item

Interest expenses

Including: Interest expense on lease liabilities
Less: Interest income

Exchange losses or gains

Other expenditure

Total

XVIILINVESTMENT GAINS

Item

Interest income from certificates of deposit

Investment income from disposal of held-for-trading
financial assets

Gain on debt restructuring

Bills discounted interest

Investment income of held-for-trading financial
assets during the holding period

Total

~79 —

2025

161,154,012.39
9,455,659.44
9,528,562.21
19,435.71
1,875,931.64

2024

155,339,443.71
10,665,994.49
20,737,808.67
-6,861.30
1,807,105.48

153,520,817.53

136,401,879.22

2025 2024
9,999.999.84 9,999,999 84
1,281,597.22 4,733.53

430,741.69
-1,743,075.87  -2,719,264.50
20,816.72
9,969,262.88  7,306,285.59




XIX.EARNINGS PER SHARE

1. Basic earnings per share

Basic earnings per share is calculated by dividing consolidated net profit attributable
to holders of ordinary shares of the parent company by weighted average number of

ordinary shares in issue of the Company:

Item 2025
Consolidated net profit attributable to holders of shares of
the parent company -560,340,048.06
Weighted average number of ordinary shares in issue of
the Company 176,322,070.00
Basic earnings per share (RMB/share) -3.1779
Including: Basic earnings per share relating to continuing
operations (RMB/share) -3.1779

Basic earnings per share relating to
discontinued operations (RMB/share)

2024

-375,953,814.61

176,322,070.00
-2.1322

-2.1322

2. Diluted earnings per share

Diluted earnings per share is calculated by consolidated net profit attributable to
holders of shares of the parent company (diluted) by the weighted average number of

ordinary shares in issue of the Company (diluted):

Item 2025
Consolidated net profit attributable to holders of shares

of the parent company (diluted) -560,340,048.06
Weighted average number of ordinary shares in issue

of the Company (diluted) 176,322,070.00
Diluted earnings per share (RMB/share) -3.1779
Including: Diluted earnings per share relating to

continuing operations (RMB/share) -3.1779

Diluted earnings per share relating to
discontinued operations (RMB/share)

2024

-375,953,814.61

176,322,070.00
-2.1322

-2.1322

XX. DIVIDEND

As at 31 December 2025, the Board did not declare any dividend.
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RESULTS AND DIVIDEND

During the Reporting Period, the Group recorded operating revenue of RMB2,905.0527 million,
representing a year-on-year decrease of RMB371.1674 million or 11.33%. The Group recorded a
total loss of RMB560.0600 million, representing a year-on-year increase in loss of RMB201.6326
million or 56.25%.

The Company’s original dividend policy remains unchanged. In light of the absence of
accumulated surplus in 2025, the Board has resolved not to distribute any final dividend for
the year ended 31 December 2025, which is subject to the approval by the shareholders of the
Company at the 2025 annual general meeting to be held in 2026. Further details in relation to the
closure of register of members for H shares will be announced by the Company after confirming
the arrangement of such general meeting.

BUSINESS REVIEW

During the Reporting Period, the Group actively implemented a “value-based marketing”
strategy to drive the sales of high value-added products, increasing the proportion of
ultra-high-transmissivity product sales and achieving premium pricing. Through the in-depth
implementation of initiatives such as the “Three Comprehensives, Six Innovations (= 4 /N
#1)” loss-reduction and profit-growth project, the “8898 Quality Improvement Project (8898 &
&= $£ 7t T #)”, the “Millions of Value Innovation Campaign (T A & & E 8] #r 17 #1)”, the
integration of performance with target cost management, and the comprehensive optimization of
procurement strategies, the Group achieved remarkable results in cost reduction and efficiency

enhancement.

Concurrently, the Group continuously strengthened management innovation and technological
innovation. Through measures including continuously increasing R&D investment, optimizing
organizational structure, building a talent team, and upgrading and transforming production lines
to be digital and intelligent, it provided a strong driving force for the sustainable development of
the Group’s production and operations.

As a leading enterprise in China’s photovoltaic glass industry, the Group has established a
linked layout of four major industrial bases in Hefei, Yan’an, Xianyang and Shangrao. During
the Reporting Period, the Group actively integrated advantageous resources to fully advance
project construction and production and operation. The production lines at the Shangrao base
operated smoothly, with its production capacity scale and cost advantages becoming increasingly
prominent, and the first phase of the rooftop distributed photovoltaic power generation project
successfully passed the grid-connection acceptance inspection; product yields at the Hefei
base improved steadily, with high-value-added ultra-high transmissivity products stably
mass-produced and reaching the industry-leading level; at the Xianyang base, substantial
breakthroughs were made in the R&D of ultra-thin all-steel products, and the development of
glass products for new business segments passed customer certification; at the Yan’an base, the
kiln cold repair and renovation was completed, and successfully reached its planned production
capacity, and the first dedicated natural gas pipeline of Rainbow was constructed.
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Taking technological innovation, cost reduction, and efficiency enhancement as its core, the
Shangrao base achieved a key breakthrough in the field of double-coated ultra-high-transmissivity
products, realizing product iteration and upgrading while maintaining a leading position in the
industry. Simultaneously, it established a full-chain intelligent system, earning recognition
as “Jiangxi Province Digital-Intelligent Factory (YLVG & ¥ T )”, “Jiangxi Province
Advanced-Level Intelligent Factory (VL 7§ & 4G #E #& & #2 L )", “Provincial-level Digital
Transformation Benchmark (& £ % 5 {b # & #£ #£)”, and “Jiangxi Provincial Engineering
Research Centre (Y. P & T 2 B 5% # /[>)”, achieving the synergistic development of “green
production + supporting green power” and providing sustainable energy support for its main
business of ultra-thin and high-transmissivity photovoltaic glass.

The Hefei base saw a steady increase in product yields, achieving notable performance in the
production and sales of 1.6mm thin photovoltaic glass and ultra-high-transmissivity products.
Concurrently, it actively advanced its digital transformation and intelligent upgrade, was
accredited as Innovative Small and Medium-sized Enterprise in Anhui Province (‘% # & Al #
Al b /N4> 2£) and new “Little Giant” enterprise at the national level, passed the reassessment
for Hefei Municipal Industrial Design Centre (‘& & T L. 2 5 5t "' +[>) and Anhui Provincial
Enterprise Technology Center (% #{ & 1 3£ 4% i H /> ), passed the Anhui Provincial New
Product Recognition (% #{ & #r & & #& 7). Its technological and managerial innovation
maintained a trajectory of steady and qualitative improvement.

The Xianyang base precisely grasped market dynamics, leveraging a flexible production layout to
respond swiftly to market changes and adapt to diverse customer needs, resulting in a strong overall
operational performance. Concurrently, it actively advanced its intelligent production upgrades,
continuously optimizing its technological innovation system and product structure, and expanding
the research and development of glass products for new business areas. With its outstanding
innovation capabilities and comprehensive strength, the base was successfully awarded the titles of
national-level specialized, refined, differentiated and innovative “Little Giant” enterprise, “Shaanxi
Provincial Green Factory (FRVY & %k 4 T )”, and passed the re-evaluation of the national-level
high-tech enterprise qualification.

At the Yan’an base, the kiln cold repair and renovation project successfully passed its
completion and acceptance inspection. The base achieved mass production and sales of 2.0mm
ultra-high-transmissivity double-coated front panel glass, with both output and yield rates on its
deep-processing production lines achieving record highs. Simultaneously, it deeply promoted
cost reduction across the entire chain. Using the quality improvement project as a focal point, it
coordinated cross-departmental collaboration to tackle technical bottlenecks, achieving significant
results in the three key areas of production support, process optimization, and quality control. In
addition, the base was recognized as an enterprise in the second batch of enterprises on the filing
list of R&D Institutions of Industrial Enterprises (L& SEWFE5HEEMR 2 225 ), passed the
re-evaluation of the national-level high-tech enterprise qualification, and was accredited as the
second batch of Basic-level Intelligent Factories for the year 2025 (20254 B JE 5 4% 2 B8 Tk ).

During the Reporting Period, the Group placed a high priority on technological innovation,
focusing on the deployment of products with high technological content and high added value.
It made significant strides in advancing the R&D and mass production of 1.6mm ultra-thin and
2.0mm ultra-high-transmissivity products, leveraging breakthroughs in ultra-high-transmissivity
technology to lead industry development. Concurrently, using the “Three Comprehensives, Six
Innovations loss-reduction and profit-growth project” and the “8898 Quality Improvement Project”
as key drivers, it achieved multiple substantive results in areas such as technological iteration and
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management efficiency upgrades. Through optimizing full-process efficiency and implementing
meticulous cost control, the Group steadily enhanced its operational quality and efficiency.
Furthermore, the Company strengthened its centralized procurement and sales system, deepened
long-term stable collaborations with high-quality suppliers, and formulated production and sales
plans based on precise market demand analysis. This enabled highly efficient coordination across
the entire chain of procurement, production, and sales, providing solid support for product R&D,
mass production, and market expansion.

FUTURE OUTLOOK

In 2026, the Group will continue to strengthen technological and management innovation.
Through measures including the construction of high-standard production lines, the integration
of performance with target management, research and development of differentiated high
value-added products, technological iteration and efficient capacity upgrading, the Group will
steadily improve product yields, reduce production costs, enhance the sales of high-end products,
expand into new business areas and elevate the quality and efficiency of operations.

Going forward, the Group will continue to deepen its presence in industrial development, advance
the iterative upgrading of its energy security system, and remain committed to strengthening and
optimizing its core business. It will strive to build the most innovative and dynamic enterprise
in the photovoltaic glass industry, repay its shareholders, and contribute the strength of the
Company to the high-quality development of the national new energy industry.

FINANCIAL REVIEW

1. Overall performance
(1) Operating revenue from principal business and profit

During the Reporting Period, the Group recorded operating revenue from its
principal business of RMB2,868.2909 million, representing a year-on-year decrease
of RMB378.0745 million or 11.65%, which was mainly due to a temporary
supply-demand imbalance in photovoltaic glass production capacity, and a significant
year-on-year decline in product prices.

During the Reporting Period, the Group recorded a total loss of RMB560.0600 million,
representing a year-on-year increase in loss of RMB201.6326 million or 56.25%, which
was mainly due to intensified competition in the photovoltaic glass industry resulting
from the supply-demand imbalance and capacity mismatch. Despite the Group’s full
efforts to reduce costs and enhance efficiency, accelerate technological innovation, and
expedite the development and mass production of high value-added products, product
prices still experienced a significant year-on-year decline, leading to a substantial drop
in the gross profit margin of the Group’s photovoltaic glass.

(2) Administrative expenses
During the Reporting Period, the Group’s administrative expenses were RMB106.9399
million (2024: RMB76.8607 million), representing a year-on-year increase of

RMB30.0792 million or 39.13%, which was mainly due to higher expenses such as
employee compensation resulting from the transfer of projects to fixed assets.

— 83 —



(3) Finance costs

During the Reporting Period, the Group’s finance costs recognized in profit and
loss were RMB153.5208 million (2024: RMB136.4019 million), representing a
year-on-year increase of RMB17.1189 million or 12.55%, which was mainly due to the
increase in the scale of interest-bearing liabilities.

(4) Selling expenses

During the Reporting Period, the Group’s selling expenses were RMB7.0428 million
(2024: RMB7.6543 million), representing a year-on-year decrease of RMB0.6115
million or 7.99%, which was mainly due to strengthened cost control measures, which
led to a decrease in travel and entertainment expenses.

(5) Research and development expenses

During the Reporting Period, the Group’s research and development expenses were
RMB96.8608 million (2024: RMB120.8094 million), representing a year-on-year
decrease of RMB23.9486 million or 19.82%, which was mainly due to fluctuations in
the investment cycle of research and development projects.

Capital structure

As at 31 December 2025, the Group maintained a suitable ratio of share capital to liabilities
to ensure an effective capital structure.

As at 31 December 2025, the total assets of the Group amounted to RMBS8,313.3591
million (31 December 2024: RMBS8,775.2708 million), including cash and bank balances of
RMB322.3291 million (31 December 2024: RMB423.4628 million).

As at 31 December 2025, the total liabilities of the Group were RMB7,471.6535 million (31
December 2024: RMB7,298.7906 million), including bank borrowings and other borrowings
of RMB4,149.4128 million (31 December 2024: RMB3,747.7744 million).

As at 31 December 2025, the total owners’ equity of the Group was RMB841.7056 million
(31 December 2024: RMB1,476.4802 million).

As at 31 December 2025, the gearing ratio of the Group, calculated by dividing total
liabilities of the Group by total assets of the Group, was 89.88% (31 December 2024:
83.17%).

During the Reporting Period, the turnover days for trade receivables of the Group were 112
days, representing a year-on-year increase of 36 days, mainly attributable to the extension of
payment terms as stipulated in contracts with major customers, impacted by the prevailing
tight capital turnover in the current photovoltaic industry ,which has resulted in slower
receivables collection.

During the Reporting Period, the inventory turnover days of the Group were 62 days,

representing a year-on-year increase of 9 days, which was mainly attributable to the
year-on-year increase in the average balance of inventory.
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3. Foreign exchange risk

The Group’s income and most of its expenses were denominated in Renminbi and US dollar.
During the Reporting Period, the net foreign exchange loss of the Group was RMB19,400
(2024: net foreign exchange gain of RMB6,900) as a result of exchange rate fluctuations.
Exchange rate fluctuations had no material effect on the Group’s working or liquidity
capital.

4. Commitments

As at 31 December 2025, the capital expenditure commitments of the Group amounted to
RMB2,201.7123 million (31 December 2024: RMB1,361.3008 million).

5. Contingent liabilities

As at 31 December 2025, the Group had no material contingent liabilities (31 December
2024: nil).

6. Pledged assets

As at 31 December 2025, the Group had bank borrowings of approximately RMB712.4000
million, which were secured by fixed assets with a net carrying amount of RMB1,377.3014
million. As of 31 December 2024, the Group had bank borrowings of approximately
RMB608.0000 million, secured by fixed assets with a net carrying amount of
RMB1,139.9152 million.

7. Pension scheme

The Group participated in government-mandated pension schemes, under which
contributions are made at a rate of approximately 16% of the employees’ annual basic
salaries. Under these schemes, the pension obligations for both current and retired
employees are administered and guaranteed by the local Human Resources and Social
Security Bureau in the jurisdictions where the Group operates.

PURCHASE, SALE OR REDEMPTION OF SHARES OF THE COMPANY

Neither has the Company nor any of its subsidiaries purchased, sold or redeemed any shares of
the Company (including sale of treasury shares as defined under the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”)) during the Reporting Period. As at
31 December 2025, the Company did not hold any treasury shares as defined under the Listing
Rules.

CORPORATE GOVERNANCE CODE

The Company’s corporate governance practices are based on the principles and code provisions
(the “Code Provisions”) set out in the Corporate Governance Code (the “CG Code”) contained
in Appendix C1 to the Listing Rules. The Company has complied with the Code Provisions set
out in Part 2 of the CG Code for the year ended 31 December 2025.
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AUDIT COMMITTEE

The Company established an audit committee under the Board (the “Audit Committee”). The
Board adopted all contents set out in Code Provision D.3.3 of the CG Code as the terms of
reference for the Audit Committee. The Audit Committee has considered and reviewed the
accounting standards and methods adopted by the Company and other matters relating to auditing,
risk management and internal controls as well as financial reporting. The Audit Committee has
also reviewed the annual results of the Group for the year ended 31 December 2025.

MATERIAL ACQUISITIONS AND DISPOSALS

During the Reporting Period, there were no material acquisitions or disposals of subsidiaries,
associates and joint ventures.

OTHER MATTERS

1.

Changes of Directors

On 29 April 2025, Mr. Ma Zhibin retired as an executive Director of the Company and
ceased to be a member of the nomination committee, a member of the remuneration and
appraisal committee and the chairman of the strategy committee of the Company as he had
reached the statutory retirement age. On the same day, the Board resolved to nominate and
appoint Mr. Gao Feng’an as an executive Director of the Company.

On 29 May 2025, the resolution in relation to the proposed appointment of Mr. Gao Feng’an
as an executive Director of the Company was considered and approved by the shareholders
of the Company by way of a poll at the extraordinary general meeting of the Company held
on 29 May 2025 (the “EGM”). His term of office commenced from the approval of the
proposed appointment at the EGM and shall continue until the expiry of the term of office
of the sixth session of the Board.

Subsequent to the EGM, the Board held the sixth meeting of the sixth session of the Board
on the same day, at which Mr. Gao Feng’an was appointed as a member of the nomination
committee, a member of the remuneration and appraisal committee and the chairman of the
strategy committee of the sixth session of the Board for a term commencing from the date of
consideration and approval at the Board meeting until the expiry of the term of office of the
sixth session of the Board.

On 15 October 2025, Mr. Wang Dong resigned from his positions as a non-executive
Director and a member of the nomination committee of the Company due to his intention to
devote more time to the work of IRICO Group Company Limited* (¥ WL £ B & R & ).
On the same date, Mr. Yao Rui was elected as an employee Director of the sixth session of
the Board at the employee representative meeting of the Company. The term of office of
Mr. Yao took effect from the date of election at the employee representative meeting and
shall be consistent with the term of office of the sixth session of the Board.

For details, please refer to the announcements of the Company dated 29 April 2025, 29 May
2025 and 15 October 2025.
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2. Abolition of the Supervisory Committee

On 15 October 2025, the Company convened an extraordinary general meeting to abolish
the supervisory committee of the Company (the “Supervisory Committee”), and the
Audit Committee of the Board shall exercise the functions and powers of the Supervisory
Committee as stipulated in the Company Law of the PRC. Relevant systems such as the
rules of procedure for the Supervisory Committee of the Company shall be abolished
accordingly. The positions of the supervisors of the Company have been automatically
terminated.

For details, please refer to the announcement of the Company dated 15 October 2025.
3. Changes of Senior Management

On 27 March 2025, the Board received a written resignation report from Mr. Huang
Weihong, in which Mr. Huang Weihong tendered his resignation as the chief financial
officer of the Company due to changes in work arrangements, and the resignation report
took effect from the date of delivery to the Board. After resigning as the chief financial
officer of the Company, Mr. Huang Weihong will no longer hold any position in the
Company. On the same day, Mr. Li Yunpu was appointed as the chief financial officer of
the Company for a term commencing on 27 March 2025 and ending on the date of expiry of
the term of the sixth session of the Board.

On 29 April 2025, as Mr. Ma Zhibin had reached the statutory retirement age, he ceased to
be the general manager of the Company. On the same day, Mr. Gao Feng’an was appointed as
the general manager of the Company for a term commencing on 29 April 2025 and ending

on the date of expiry of the term of the sixth session of the Board.

On 28 January 2026, Mr. Zhang Jikui was appointed as the deputy general manager of the
Company.

For details, please refer to the announcements of the Company dated 27 March 2025 and 29
April 2025 and 28 January 2026.

SUBSEQUENT EVENTS

Save as disclosed herein, there have been no other events occurring after 31 December 2025 and
up to the date of this announcement that may have a material impact on the Group.
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PUBLICATION OF THE ANNUAL REPORT

The 2025 annual report of the Company will be published on the Company’s website at
http://www.irico.com.cn and the website of the Stock Exchange in due course.

By order of the Board

IRICO Group New Energy Company Limited*
Yang Hua
Chairlady

Shaanxi Province, the PRC
25 March 2026

As at the date of this announcement, the Board consists of Ms. Yang Hua and Mr. Gao Feng’an as executive Directors,
Mr. Fang Zhongxi as a non-executive Director, Mr. Su Kun, Mr. Li Yong and Ms. Hao Meiping as independent non-executive

Directors, and Mr. Yao Rui as an employee Director.

*  For identification purpose only
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