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ANNOUNCEMENT ON ACCOUNTING POLICY CHANGES

The changes in accounting policies are made by Dajin Heavy Industry Co., Ltd. (the “Company”) 
in accordance with the relevant requirements of the “Interpretation No. 20 of the Accounting 
Standards for Business Enterprises” issued by the Ministry of Finance of the People’s Republic 
of China (the “MOF”). The changes in accounting policies are not required to be submitted to 
the board (the “Board”) of directors or the shareholders’ general meeting of the Company for 
consideration and approval, and will not have any material impact on the financial position, results 
of operations or cash flows of the Company. Details are set out below.

I. OVERVIEW ON THE CHANGES IN ACCOUNTING POLICIES

(I) Reasons for and Date of the Changes in Accounting Policies

In June 2026, the MOF issued the “Notice on the Release of the ‘Interpretation No. 
20 of the Accounting Standards for Business Enterprises’” (Cai Kuai [2026] No. 7), 
stipulating that amongst others, the following provisions shall be implemented from the 
date of promulgation of the said interpretation: the “assessment of contractual cash flow 
characteristics of financial assets” and the “accounting treatment and related disclosures 
where a currency lacks exchangeability”. For new transactions falling within the scope 
of the said interpretation entered into from January 1, 2026 to the effective date of the 
said interpretation, an enterprise shall make adjustments in accordance with the said 
interpretation.

As a result of the issuance of the above interpretation, the Company is required to 
change its accounting policies accordingly. The Company will implement the above 
amended accounting policies from the effective date of the said interpretation, being the 
date of its promulgation.

(II) Accounting Policies Adopted Before the Changes

Prior to the changes in accounting policies, the Company had implemented the 
“Accounting Standards for Business Enterprises – Basic Standards” and various 
specific accounting standards, the application guidelines for the Accounting Standards 
for Business Enterprises, the announcement on the Interpretation of the Accounting 
Standards for Business Enterprises and other relevant requirements issued by the MOF.
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(III) Accounting Policies Adopted After the Changes

After the changes in accounting policies, the Company will implement the provisions of 
the “Interpretation No. 20 of the Accounting Standards for Business Enterprises” issued 
by the MOF. Other unchanged provisions will still be implemented in accordance with 
the “Accounting Standards for Business Enterprises – Basic Standards” and various 
specific accounting standards, the application guidelines for the Accounting Standards 
for Business Enterprises, the announcement on the Interpretation of the Accounting 
Standards for Business Enterprises and other relevant requirements previously issued by 
the MOF.

II. IMPACT OF THE CHANGES IN ACCOUNTING POLICIES ON THE COMPANY

The changes in accounting policies are changes made by the Company in accordance with 
the relevant requirements of the MOF. The revised accounting policies can objectively and 
fairly reflect the financial position and operating results of the Company, and comply with 
the relevant laws and regulations and the actual circumstances of the Company. The changes 
in accounting policies will not have any material impact on the financial position, results of 
operations and cash flows of the Company, do not involve any retrospective adjustments to 
prior years, and will not harm the interests of the Company or its shareholders.
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