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To all shareholders of Konka Group Co., Ltd.:
I. Auditor's Opinion
We have audited the financial statements of Konka Group Co., Ltd. (hereinafter referred to
as the "Konka Group"), including the consolidated and parent company's balance sheet as
at December 31, 2025, the consolidated and parent company's income statement,
consolidated and parent company's statement of cash flows, consolidated and parent
company's statement of changes in shareholders' equity, as well as the related notes to
the financial statements for the year then ended.
In our opinion, the attached financial statements are prepared, in all material respects, in
accordance with the Accounting Standards for Business Enterprises, and fairly present the
consolidated and the Company's financial position of Konka Group Co., Ltd. as at
December 31, 2025, and the consolidated and the parent company's operating results and
cash flows for the year then ended.
Il. Basis for the Audit Opinion
We have conducted our audit in accordance with the Chinese Auditing Standards for
Certified Public Accountants. Our responsibilities under these standards are further
described in the "Certified Public Accountant's Responsibilities for the Audit of Financial
Statements" section of the audit report. In accordance with the independence
requirements of the Independence Standards for Certified Public Accountants of China
and the Code of Ethics for Certified Public Accountants of China applicable to the auditing
of financial statements of public interest entities, we are independent of Konka Group Co.,
Ltd., and have fulfilled our other responsibilities in terms of independence and professional
ethics. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.



lll. Material Uncertainty Related to Going Concern

We draw the attention of the users of the financial statements to the fact that, as stated in
Note Ill. 2 to the financial statements, the consolidated net profit of Konka Group Co., Ltd.
for the year 2025 was RMB -12.238 billion, and as of December 31, 2025, Konka Group
Co., Ltd.'s net assets in the consolidated financial statements were RMB -5.860 billion,
with a debt-to-asset ratio of 126.22%. The aforesaid matters or conditions, along with
others set forth in Note I1l.2 to the financial statements, indicate the material uncertainty
that may cast significant doubt on the Group's ability to continue as a going concern. Such
matter does not affect the audit opinion that has been expressed.

IV.Key Audit Matters

Key audit matters are those matters that, in our professional judgment, are of most
significance in our audit of the financial statements of the current period. These matters
are addressed in the context of our audit of the financial statements as a whole and in

forming our opinion thereon, and we do not provide a separate opinion on these matters.

1. Revenue Recognition

Key Audit Matters

Responses in Audit

For relevant information disclosure, please refer to the
accounting policies described in Note "IV. Significant
Accounting Policies and Accounting Estimates 34" and "VI.
Notes to Major Items in the Consolidated Financial
Statements 49" of the financial statements.

Konka Group Co., Ltd. recognized operating revenue of
RMB 9.835 billion yuan in its consolidated financial
statements for the year 2025, which mainly consisted of
revenue from businesses such as color TVs, white goods,
printed circuit boards, and semiconductors. Due to the
significance of revenue to the financial statements as a
whole and the risk of material misstatement that
management may manipulate revenue recognition to
achieve specific goals or expectations, we identified revenue
recognition as a key audit matter.

(1) Evaluated and tested the effectiveness of the
designing and operation of key internal control related to
revenue recognition;

(2) Obtained the executed sales contracts, analyzed the
relevant terms of the sales contracts, and evaluated
whether the revenue recognition policies of Konka Group
Co., Ltd. comply with the provisions of the Accounting
Standards for Business Enterprises;

(3) Obtained the list of product sales customers of Konka
Group Co., Ltd., and identified whether there is a related-
party relationship between the customers and Konka
Group Co., Ltd. by means such as checking the
industrial and commercial information of the customers;

(4) Performed analytical procedures on revenue and
costs to evaluate the rationality of changes in sales
revenue and gross profit margin on sales;

(5) Checked documents such as significant sales
contracts, orders, invoices, certificates of transfer of
property rights, and bank receipts to verify the
authenticity, completeness, and accuracy of the revenue;

(6) Performed cut-off tests on sales revenue.

2. Impairment of External Financial Assistance Funds

Key Audit Matters

Responses in Audit

For relevant information disclosure, please refer to the
accounting policies described in Note "IV. Significant
Accounting Policies and Accounting Estimates 11" and "VI.
Notes to Major Items in the Consolidated Financial
Statements 7", and "VI. Notes to Major Items in the

(1) Understood, evaluated, and tested the designing and
operating effectiveness of the Management's key internal
controls related to external financial assistance;

(2) Obtained the relevant review documents, loan




Consolidated Financial Statements 10" to the financial
statements.

The external financial assistance by Konka Group Co., Ltd.
was mainly the shareholders' financial assistance funds
receivable from associates. As of December 31, 2025, the
balance of such financial assistance funds was RMB 2.102
billion, with a provision for bad debts of RMB 1.290 billion.
Given the significance of the external financial assistance to
the financial statements as a whole, and that provision for
impairment of the related assets involved significant
management judgments and estimates, we identified the
impairment of external financial assistance as a key audit
matter.

contracts, equity pledge contracts, minutes of meetings
and other original documents relating to the external
financial assistance with Konka Group Co., Ltd., and
checked whether the lending process of such external
financial assistance was compliant;

(3) For the overdue financial assistance payments,
consulted with the Management of Konka Group on the
operating conditions of the relevant investees and the
Company's follow-up plans;

(4) For the amounts of external financial assistance with
indications of impairment, obtained the information on
the Management's estimated recoverable amount, and
brought in valuation experts from the accounting firms to
assist in reviewing key parameters and assumptions
adopted by the Management in evaluating expected
credit losses, as well as checking the accuracy of the
calculation of the recoverable amount;

(3) Evaluated the competence, professionalism, and
objectivity of the external valuation experts engaged by
the Management; and

(6) Examined the presentation and disclosure of

information relating to impairment of external financial
assistance in the financial statements.

3. Impairment of long-term assets

Key Audit Matters

Responses in Audit

For relevant information disclosure, please refer to the
accounting policies stated in Note IV. Significant Accounting
Policies and Accounting Estimates (ltems 20, 21, 22, 23, 26
and 27) and Note VI. Notes to Major Items of Consolidated
Financial Statements (Items 12, 14, 15, 16 and 18) in the
financial statements.

The significant long-term assets of Konka Group include
long-term equity investments, investment properties, fixed
assets, construction in progress and intangible assets. As of
December 31, 2025, the total carrying amount of the
aforesaid assets amounted to 8.587 billion yuan, with
accumulated impairment provisions of 6.985 billion yuan
accrued. Given the overall materiality of these long-term
assets to the financial statements and the fact that the
accrual of relevant asset impairment provisions involves
significant management judgments and estimates, we have
identified the impairment of long-term assets as a key audit
matter.

(1) Understood and assessed the internal control of
Konka Group Co., Ltd. related to identifying indicators of
impairment of each long-term assets and measuring
recoverable amounts, and tested the effectiveness of key
internal control;

(2) Discussed with the Management of Konka Group
Co., Ltd. to understand whether the management's
business strategies for the relevant long-term assets
have changed, and analyzed whether there is any inter-
period and over-accrual of provision for impairment of
long-term assets;

(3) For assets or asset groups with indications of
impairment, obtained the information on the
Management's estimated recoverable amount, and
brought in valuation experts from the accounting firms to
assist in reviewing key parameters such as the
measurement model based on which the recoverable
amount was measured, the fair value, the disposal costs,
the projected data of future cash flows and the discount
rate, as well as checking the accuracy of the calculation
of the recoverable amount;

(4) Evaluated the competence, professionalism, and
objectivity of the external valuation experts engaged by
the Management; and
(5) Examined the presentation and disclosure of
information relating to impairment of assets in the
financial statements.




V. Other information

The Management of Konka Group Co., Ltd. (hereinafter referred to as the Management) is
responsible for other information. Other information includes information covered in the
2025 Annual Report of Konka Group Co., Ltd., but excludes the financial statements and
our audit report.

Our audit opinion on the financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained during the audit, or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of the other information, we are required to report that fact. We have nothing
to report in this regard.

VI. Responsibilities of the Management and Governance Executives for Financial
Statements

The Management is responsible for preparing the financial statements in accordance with
the requirements of the Accounting Standards for Business Enterprises to achieve a fair
presentation, and for designing, implementing and maintaining internal control that is
necessary to ensure that the financial statements are free from material misstatements,
whether due to fraud or errors.

In preparing the financial statements, the Management is responsible for assessing the
going-concern ability of Konka Group Co., Ltd., disclosing matters related to going concern
(if applicable) and applying the going concern basis, unless the management plans to
liquidate Konka Group Co., Ltd., terminate its operations or has no other realistic
alternative.

The governance executives are responsible for overseeing the financial reporting process
of Konka Group Co., Ltd.

VIl. Responsibilities of Certified Public Accountants for the Audit of Financial
Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue
an audit report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with the audit
standards will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in aggregate, they



could reasonably be expected to influence the economic decisions of users taken on the
basis of the financial statements.

We have exercised professional judgment and maintained professional skepticism in
performing our audit under the auditing standards. At the same time, we also perform the
following work:

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

(2) Understand the internal control related to the audit so as to design appropriate audit
procedures.

(3) Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

(4) Draw conclusions on the appropriateness of the management's use of the going
concern basis. Meanwhile, based on the audit evidence obtained, a conclusion is drawn as
to whether there is a material uncertainty in events or circumstances that may give rise to
significant doubt about the going concern ability of Konka Group Co., Ltd. If we conclude
that a material uncertainty exists, we are required to, in our audit report, draw the attention
of the users of statements to the related disclosures in the financial statements; if such
disclosures are inadequate, we should modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our audit report. However, future events or
circumstances may cause Konka Group Co., Ltd. to cease to continue as a going concern.
(5) Evaluate the overall presentation, structure and content of the financial statements, and
whether the financial statements fairly reflect the relevant transactions and events.

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

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

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and communicate with them
all relationships and other matters that may reasonably be thought to bear on our



independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of this period
and are therefore the key audit matters. We describe these matters in the audit report
unless laws and regulations prohibit public disclosure of these matters, or in extremely rare
circumstances, if it is reasonably expected that the negative consequences of
communicating a matter outweigh the benefits to the public interest, we determine not to
do so.

ShineWing Certified Public Accountants Certified Public Accountant of China:
(SpeC|aI General Partnershlp) (Engagement partner)

Certified Public Accountant of China:

Beijing, China April 27, 2026



Il. Financial Statements
Currency unit for the financial statements and the notes thereto: RMB
1. Consolidated Balance Sheet
Prepared by Konka Group Co., Ltd.
December 31, 2025
Unit: RMB

ltem

Ending balance

Beginning balance

Current assets:

Monetary funds

6,313,941,885.05

4,115,767,247.73

Settlement reserve

Interbank loans granted

Trading financial assets

202,027,000.00

286,648,129.34

Derivative financial assets

Notes receivable

77,316,985.56

169,675,176.16

Accounts receivable

1,086,929,012.15

1,315,222,656.92

Receivables financing

155,957,556.43

63,943,324.53

Prepayments

96,105,739.60

124,748,412.59

Premiums receivable

Reinsurance receivables

Reinsurance contract reserve
receivable

Other receivables

942,267,792.91

989,245,120.86

Including: Interest receivable

Dividends receivable

Financial assets purchased under
resale agreements

Inventories

1,662,246,630.58

2,694,648,186.93

Including: data resources

Contract assets

1,892,306.30

2,630,508.60

Assets held for sale

Current portion of non-current assets

Other current assets

761,567,941.76

2,168,400,012.47

Total current assets

11,300,252,850.34

11,930,928,776.13

Non-current assets:

Loans and advances to customers

Debt investments

Other debt investments

Long-term Receivables

Long-term equity investments

2,026,038,156.99

5,921,501,427.49

Other equity instrument investments

10,213,810.20

16,114,932.00

Other non-current financial assets

1,161,781,213.03

1,802,409,887.89

Investment properties

866,051,475.13

1,650,843,239.51




ltem

Ending balance

Beginning balance

Fixed assets

4,405,958,959.37

5,005,836,928.31

Construction in progress

516,337,481.93

873,042,499.04

Productive biological assets

Oil and gas assets

Right-of-Use Assets

130,076,544.83

178,185,679.35

Intangible assets

772,231,958.52

988,045,525.76

Including: data resources

Development costs

Including: data resources

Goodwill

22,196,735.11

Long-term deferred expenses

453,962,117.69

532,181,161.63

Deferred tax assets

106,993,555.63

1,392,239,301.87

Other non-current assets

601,006,137.59

1,148,677,970.47

Total non-current assets

11,050,651,410.91

19,531,275,288.43

Total assets

22,350,904,261.25

31,462,204,064.56

Current liabilities:

Short-term borrowings

4,575,915,552.66

5,741,171,468.26

Borrowings from the central bank

Interbank loans obtained

Financial liabilities held for trading

Derivative financial liabilities

Notes payable

943,817,767.91

1,150,310,856.70

Accounts payable

1,977,736,371.29

2,774,615,788.24

Advances from customers

3,426,361.65

3,481,262.87

Contract liabilities

256,506,499.39

623,555,669.97

Financial assets sold under
repurchase agreements

Customer deposits and interbank
deposits

Payables for acting trading of
securities

Payables for  underwriting of
securities

Employee benefits payable

223,175,513.10

243,731,849.78

Taxes payable

71,276,255.42

94,612,710.58

Other payables

6,565,100,788.16

3,502,796,381.63

Including: interest payable

Dividends Payable

Handling charges and commissions
payable

Reinsurance payables

Liabilities directly associated with
assets held for sale




ltem

Ending balance

Beginning balance

Non-current liabilities maturing within
one year

3,650,840,615.21

6,655,534,395.19

Other current liabilities

46,377,272.29

69,876,531.91

Total current liabilities

18,314,172,997.08

20,859,686,915.13

Non-current liabilities:

Insurance contract reserve

Long-term borrowings

6,537,926,737.54

5,530,649,801.93

Bonds payable

1,596,674,876.37

2,295,193,501.05

Including: preferred shares

Perpetual bonds

Lease liabilities

96,858,968.75

146,561,588.52

Long-term payables 2,033,227.02 5,504,548.24
Long-term employee benefits 4.519,491.87 4.608,659.47
payable

Provisions 852,722,866.97 428,433,732.19

Deferred income

408,175,795.51

393,437,007.37

Deferred tax liabilities

114,475,054.80

133,299,175.48

Other non-current liabilities

283,739,354.36

207,378,781.21

Total non-current liabilities

9,897,126,373.19

9,145,066,795.46

Total Liabilities

28,211,299,370.27

30,004,753,710.59

Owners’ equity:

Share capital

2,407,945,408.00

2,407,945,408.00

Other equity instruments

5,000,000,000.00

Including: preferred shares

Perpetual bonds

5,000,000,000.00

Capital reserves

406,579,870.80

512,840,575.73

Less: Treasury shares

Other comprehensive income

-1,866,392.91

-9,040,290.32

Specific reserve

17,197,144.62

11,249,678.53

Surplus reserves

1,244,180,364.24

1,244,180,364.24

General risk reserve

Undistributed profits

-15,157,108,084.70

-2,574,708,227.90

Total equity attributable to owners of
the parent company

-6,083,071,689.95

1,692,467,508.28

Non-controlling interests

222,676,580.93

-135,017,154.31

Total owners’ equity

-5,860,395,109.02

1,457,450,353.97

Total liabilities and owners’ equity

22,350,904,261.25

31,462,204,064.56

Legal representative: Wu
Jianjun

Chief finance officer: Yu Head of accounting agency:

Huiliang

Wang Lihu




2. Balance sheet of the parent company

Unit: RMB

ltem

Ending balance

Beginning balance

Current assets:

Monetary funds

4,870,422,479.05

2,310,021,016.85

Trading financial assets

202,027,000.00

286,648,129.34

Derivative financial assets

Notes receivable

18,077,864.64

Accounts receivable

3,546,031,483.05

2,783,399,610.31

Receivables financing

Prepayments

3,312,810,262.72

5,060,895,887.42

Other receivables

6,564,549,497.34

8,210,096,432.41

Including: Interest receivable

Dividends receivable

394,828,312.64

397,729,468.60

Inventories

165,333,867.28

143,981,116.62

Including: data resources

Contract assets

Assets held for sale

Current portion of non-current assets

Other current assets

287,171,986.89

1,621,740,187.04

Total current assets

18,948,346,576.33

20,434,860,244.63

Non-current assets:

Debt investments

Other debt investments

Long-term Receivables

Long-term equity investments

7,947,033,374.38

9,995,056,051.55

Other equity instrument investments

10,213,810.20

10,213,810.20

Other non-current financial assets

202,032,067.00

396,353,137.96

Investment properties

586,120,252.57

873,925,486.40

Fixed assets

375,367,331.52

413,605,136.94

Construction in progress 13,474,434.20 12,762,103.76
Productive biological assets

Oil and gas assets

Right-of-Use Assets 347,027.65

Intangible assets

23,160,095.54

36,845,184.32

Including: data resources

Development costs

Including: data resources

Goodwill

Long-term deferred expenses

20,782,020.29

32,966,195.77

Deferred tax assets

667,646,526.22

Other non-current assets

1,467,871.30

969,222.30




Total non-current assets

9,179,998,284.65

12,440,342,855.42

Total assets

28,128,344,860.98

32,875,203,100.05

Current liabilities:

Short-term borrowings

1,519,153,294.44

2,312,074,875.00

Financial liabilities held for trading

Derivative financial liabilities

Notes payable

25,163,192.12

94,034,764.53

Accounts payable

3,796,563,874.96

6,342,200,859.52

Advances from customers

Contract liabilities

2,699,707,593.73

2,503,838,527.97

Employee benefits payable

37,672,994.15

27,648,867.42

Taxes payable

25,675,833.17

5,299,228.44

Other payables

7,700,994,198.52

5,638,650,473.74

Including: interest payable

Dividends Payable

Liabilities directly associated with assets held for sale

Non-current liabilities maturing within one year

3,387,594,563.88

6,441,534,654.07

Other current liabilities

7,497,034.93

11,512,394.96

Total current liabilities

19,200,022,579.90

23,376,794,645.65

Non-current liabilities:

Long-term borrowings

5,535,100,000.19

4,371,231,706.59

Bonds payable

1,596,674,876.37

2,295,193,501.05

Including: preferred shares

Perpetual bonds

Lease liabilities

367,441.04

Long-term payables

Long-term employee benefits payable

Provisions

346,428,842.60

346,376,800.41

Deferred income

33,164,619.14

42,829,889.81

Deferred tax liabilities

42,603,809.42

34,882,051.56

Other non-current liabilities

52,346,890.08

44,189,363.15

Total non-current liabilities

7,606,686,478.84

7,134,703,312.57

Total Liabilities

26,806,709,058.74

30,511,497,958.22

Owners’ equity:

Share capital

2,407,945,408.00

2,407,945,408.00

Other equity instruments

5,000,000,000.00

Including: preferred shares

Perpetual bonds

5,000,000,000.00

Capital reserves

214,160,914.80

339,889,142.56

Less: Treasury shares

Other comprehensive income

-1,360,579.00

-1,281,096.83

Specific reserve




Surplus reserves

1,260,024,039.76

1,260,024,039.76

Undistributed profits

-7,559,133,981.32

-1,642,872,351.66

Total owners’ equity

1,321,635,802.24

2,363,705,141.83

Total liabilities and owners’ equity

28,128,344,860.98

32,875,203,100.05

3. Consolidated income statement

Unit: RMB

ltem

Year 2025

Year 2024

|. Total revenue

9,835,474,916.53

11,114,763,969.59

Including: operating revenue

9,835,474,916.53

11,114,763,969.59

Interest income

Premiums earned

Handling charge and commission income

Il. Total operating costs

11,943,907,187.59

13,545,420,123.09

Including: cost of sales

9,430,717,918.20

10,861,823,991.19

Interest expense

Service fee and commission expense

Surrender payments

Net claims paid

Net change in insurance contract reserves

Expenditure on policy dividends

Reinsurance premium expense

Taxes and surcharges

111,476,592.07

125,957,334.99

Selling expenses

647,219,068.47

774,298,036.87

Administrative expenses

564,170,838.00

651,947,833.46

R&D expense

386,105,836.96

416,405,840.34

Finance costs

804,216,933.89

714,987,086.24

Including: Interest expenses

871,624,731.68

953,199,337.05

Interest income

134,366,718.80

215,619,251.81

Add: Other income

-544,180,545.00

110,600,310.12

Return on investment (“-” for loss)

277,402,566.69

-40,606,278.44

Including: Investment income from associates and joint
ventures

-379,192,413.39

-134,541,620.49

Income from the derecognition of financial assets at
amortized cost

-3,484,892.68

-4,519,585.64

Exchange gains ("-" for loss)

Net gains on exposure hedges (“-” for loss)

Gains from fair value changes (“-” for loss)

-460,420,971.18

-363,008,154.15

Credit impairment loss (“-” for loss)

-1,520,599,233.40

-405,967,710.66

Asset impairment loss (“-” for loss)

-6,176,184,308.20

-999,416,234.21

Gains on disposal of assets (“-” for loss)

24,500,775.05

13,572,230.63

Ill. Operating profit ("-" for loss)

-10,507,913,987.10

-4,115,481,990.21

Add: Non-operating income

23,053,295.76

36,502,107.29

Less: Non-operating expenses

459,512,872.49

165,575,114.70

IV. Total profit ("-" for total loss)

-10,944,373,563.83

-4,244,554,997.62

Less: Income tax expense

1,293,239,956.02

69,552,329.00




V. Net profit ("-" for net loss)

-12,237,613,519.85

-4,314,107,326.62

(I) By operating continuity

1. Net profit from continuing operations (“-” for net loss)

-12,237,613,519.85

-4,314,107,326.62

2. Net profit from discontinued operations (“-” for net loss)

(I1) By ownership

1. Net profit attributable to owners of the parent company

-12,582,399,856.80

-3,725,557,221.78

2. Net profit attributable to non-controlling interests

344,786,336.95

-588,550,104.84

VI. Other comprehensive income (net of tax) 20,737,108.06 -2,130,878.00
Net of tax of other comprehensive income attributable to 7.173,897.41 4,403,268.12
owners of the parent company

(I). Other comprehensive income not reclassified to -5.901.121.80

gains/losses

1. Remeasurement of defined benefit plans

2. Other comprehensive income that will not be

reclassified to gains/losses under the equity method

;3. Changes in the fair value of investments in other equity -5.901,121.80

instruments

4. Changes in fair value arising from changes in own

credit risk

5. Others

(I1) Items that will be reclassified to gains/losses 13,075,019.21 4,403,268.12
1. cher comprehensive mcpme that will be reclassified to 1.776.376.21 1.023.432.88
gains/losses under the equity method

2. Changes in the fair value of investments in other debt

obligations

3. Other comprehensive income arising from the

reclassification of financial assets

4. Credit impairment allowance for investments in other

debt obligations

5. Reserve for cash flow hedges

6. Differences grlsmg . from. the translation of foreign 11,298,643.00 2.479.835.24
currency-denominated financial statements

7. Others

Other comprehensive income attributable to non- 13.,563.210.65 -6,534.146.12

controlling interests (net of tax)

VII. Total comprehensive income

-12,216,876,411.79

-4,316,238,204.62

Total comprehensive income attributable to owners of the
parent company

-12,575,225,959.39

-3,721,153,953.66

Total comprehensive income attributable to non-
controlling interests

358,349,547.60

-595,084,250.96

VIII. Earnings per share

(i) Basic earnings per share -5.2254 -1.5472
(ii) Diluted earnings per share -5.2254 -1.5472
Legal representative: Wu Chief Accounting Officer: Yu  Head of  Accounting

Jianjun Huiliang

Agency: Wang Lihu




4. Income statement of the parent company

Unit: RMB

ltem

Year 2025

Year 2024

I. Operating revenue

1,487,823,908.56

1,908,123,924.10

Less: Cost of sales

1,446,499,439.75

1,974,494,601.29

Taxes and surcharges

15,156,638.24

16,346,162.85

Selling expenses

67,925,310.67

96,063,419.94

Administrative expenses

170,375,206.05

185,596,812.40

R&D expense

21,951,046.63

27,710,971.97

Finance costs

662,683,255.63

548,355,214.80

Including: Interest expenses

796,095,346.77

821,872,300.41

Interest income

202,015,820.38

252,748,895.39

Add: Other income

-93,932,230.64

8,811,847.96

Return on investment (“-” for loss)

594,647,384.74

31,201,053.12

Including: Investment income from associates and joint
ventures

-72,737,179.87

-29,330,307.37

Income from the derecognition of financial assets at
amortized cost (“-” for loss)

-226,103.98

-1,332,5612.07

Net gains on exposure hedges (“-” for loss)

Gains from fair value changes (“-” for loss)

-14,563,367.28

-166,949,370.96

Credit impairment loss (“-” for loss)

-2,953,870,112.05

-139,627,123.83

Asset impairment loss (“-” for loss)

-1,888,551,900.26

-278,537,119.21

Gains on disposal of assets (“-” for loss)

11,634,852.64

2,842,206.14

Il. Operating profit (“-” for loss)

-5,241,402,361.26

-1,482,701,765.93

Add: Non-operating income

1,838,690.46

11,728,990.17

Less: Non-operating expenses

1,345,966.57

71,044,286.57

Ill. Profit before tax (“-” for loss)

-5,240,909,637.37

-1,542,017,062.33

Less: Income tax expense

675,368,284.08

484,375,831.98

IV. Net profit (“-” for net loss)

-5,916,277,921.45

-2,026,392,894.31

(I) Net profit from continuing operations (“-” for net loss)

-5,916,277,921.45

-2,026,392,894.31

(I Net profit from discontinued operations (“-” for net
loss)

V. Other comprehensive income (net of tax)

-79,482.17

118,274.81

(I) Other comprehensive income not reclassified to
gains/losses

1. Remeasurement of defined benefit plans

2. Other comprehensive income that will not be
reclassified to gains/losses under the equity method

3. Changes in the fair value of investments in other equity
instruments

4. Changes in fair value arising from changes in own
credit risk

5. Others

(I1) Items that will be reclassified to gains/losses

-79,482.17

118,274.81




1. Other comprehensive income that will be reclassified to
gains/losses under the equity method

-79,482.17

118,274.81

2. Changes in the fair value of investments in other debt
obligations

3. Other comprehensive income arising from the
reclassification of financial assets

4. Credit impairment allowance for investments in other
debt obligations

5. Reserve for cash flow hedges

6. Differences arising from the translation of foreign
currency-denominated financial statements

7. Others

VI. Total comprehensive income

-5,916,357,403.62

-2,026,274,619.50

VII. Earnings per share

(i) Basic earnings per share

(ii) Diluted earnings per share

5. Consolidated Statement of Cash Flows

Unit: RMB

ltem

Year 2025

Year 2024

I. Cash flows from operating activities:

Cash received from sale of goods and rendering of
services

8,541,247,523.81

10,525,465,272.93

Net increase in customer deposits and interbank deposits

Net increase in borrowings from the central bank

Net increase in loans from other financial institutions

Premiums received on original insurance contracts

Net proceeds from reinsurance

Net increase in deposits and investments of policyholders

Interest, service fee, and commissions received

Net increase in interbank loans obtained

Net increase in proceeds from repurchase transactions

Net proceeds from acting trading of securities

Tax rebates

117,771,372.96

203,389,517.86

Cash generated from other operating activities

375,127,689.39

464,756,959.63

Subtotal of cash generated from operating activities

9,034,146,586.16

11,193,611,750.42

Cash paid for purchase of goods and services

8,243,073,801.04

8,054,236,938.71

Net increase in loans and advances to customers

Net increase in deposits in the central bank and in
interbank loans granted

Payments in cash for claims on original insurance
contracts

Net increase in interbank loans granted

Interest, service fee, and commissions paid

Policy dividends paid




Cash paid to and for employees

1,381,510,575.23

1,661,187,041.71

Taxes paid

265,972,133.63

402,970,523.26

Cash used in other operating activities

754,590,197.45

1,001,328,403.75

Subtotal of cash used in operating activities

10,645,146,707.35

11,019,722,907.43

Net cash generated from/used in operating activities

-1,611,000,121.19

173,888,842.99

Il. Cash flows from investing activities:

Cash received from recovery of investments

1,408,421,673.50

441,500,809.51

Cash received from investment income

16,052,167.04

37,170,842.27

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

129,662,812.26

59,667,217.18

Net cash received from disposal of subsidiaries and other
business units

Cash generated from other investing activities

37,622,486.48

186,665,829.14

Subtotal of cash generated from investing activities

1,691,759,139.28

725,004,698.10

Payments in cash for the acquisition of fixed assets,
intangible assets and other long-lived assets

291,907,848.36

620,482,495.13

Cash paid for investments

131,920,867.57

1,400,000.00

Net increase in pledged loans granted

Net payments for the acquisition of subsidiaries and other
business units

Cash used in other investing activities

25,451,163.26

134,327,401.00

Subtotal of cash used in investing activities

449,279,879.19

756,209,896.13

Net cash generated from/used in investing activities

1,142,479,260.09

-31,205,198.03

lll. Cash flows from financing activities:

Capital contributions received

5,003,000,000.00

167,597,297.30

Including: Capital contributions by non-controlling
interests to subsidiaries

3,000,000.00

167,597,297.30

Cash received from borrowings

12,475,924,439.29

11,581,264,358.29

Cash generated from other financing activities

5,239,756,771.19

898,936,642.13

Subtotal of cash generated from financing activities

22,718,681,210.48

12,647,798,297.72

Cash paid for repayment of borrowings

16,411,751,361.52

13,426,379,153.79

Cash payments for distribution of dividends, profit or
repayment of interest

579,368,680.06

577,370,283.16

Including: Dividends and profits paid to minority
shareholders by subsidiaries

926,283.41

1,204,669.38

Cash paid for other financing activities

3,024,390,098.41

1,686,969,576.16

Subtotal of cash outflows from financing activities

20,015,510,139.99

15,690,719,013.11

Net cash from financing activities

2,703,171,070.49

-3,042,920,715.39

IV. Effect of exchange rate changes on cash and cash
equivalents

2,641,824.42

8,630,197.33

V. Net increase in cash and cash equivalents

2,237,292,033.81

-2,891,606,873.10

Add: Cash and cash equivalents at the beginning of the
period

2,783,177,476.45

5,674,784,349.55

VI. Cash and cash equivalents at the end of the period

5,020,469,510.26

2,783,177,476.45




6. Cash Flow Statement of the Parent Company

Unit: RMB

ltem

Year 2025

Year 2024

I. Cash flows from operating activities:

Cash received from sale of goods and rendering of
services

3,375,468,923.21

6,398,186,209.22

Tax rebates

12,249,617.84

60,530,397.37

Cash generated from other operating activities

110,856,652.54

141,831,895.20

Subtotal of cash generated from operating activities

3,498,575,193.59

6,600,548,501.79

Cash paid for purchase of goods and services

4,545,537,654.60

5,971,237,961.40

Cash paid to and for employees

124,225,722.04

179,067,665.39

Taxes paid

20,546,050.48

39,982,463.72

Cash used in other operating activities

369,257,212.81

307,674,460.32

Subtotal of cash used in operating activities

5,059,566,639.93

6,497,962,550.83

Net cash generated from/used in operating activities

-1,560,991,446.34

102,585,950.96

Il. Cash flows from investing activities:

Cash received from recovery of investments

1,383,353,674.50

250,174,642.36

Cash received from investment income

14,638,976.67

32,599,5631.28

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

27,317,929.79

7,077,472.58

Net cash received from disposal of subsidiaries and other
business units

Cash generated from other investing activities

1,159,341,746.08

5,599,069,603.94

Subtotal of cash generated from investing activities

2,584,652,327.04

5,888,921,250.16

Payments in cash for the acquisition of fixed assets,
intangible assets and other long-lived assets

7,679,658.14

28,198,069.47

Cash paid for investments

132,180,867.57

770,369,387.85

Net payments for the acquisition of subsidiaries and other
business units

Cash used in other investing activities

1,087,593,344.00

5,493,614,221.91

Subtotal of cash used in investing activities

1,227,453,869.71

6,292,181,679.23

Net cash generated from/used in investing activities

1,357,198,457.33

-403,260,429.07

Ill. Cash flows from financing activities:

Capital contributions received

5,000,000,000.00

Cash received from borrowings

10,674,181,738.88

9,062,107,916.66

Cash generated from other financing activities

10,067,901,149.24

9,436,937,293.60

Subtotal of cash generated from financing activities

25,742,082,888.12

18,499,045,210.26

Cash paid for repayment of borrowings

14,237,314,671.01

10,898,013,880.45

Cash payments for distribution of dividends, profit or
repayment of interest

575,823,196.24

564,145,163.75

Cash paid for other financing activities

8,084,015,832.13

9,422,438,355.78

Subtotal of cash outflows from financing activities

22,897,153,699.38

20,884,597,399.98

Net cash from financing activities

2,844,929,188.74

-2,385,552,189.72

IV. Effect of exchange rate changes on cash and cash

1,566,083.68

4,656,657.45




equivalents

V. Net increase in cash and cash equivalents

2,642,702,283.41

-2,681,570,010.38

Add: Cash and cash equivalents at the beginning of the
period

1,681,749,278.38

4,263,319,288.76

VI. Cash and cash equivalents at the end of the period

4,224,451,561.79

1,681,749,278.38




7. Consolidated Statement of Changes in Owners’ Equity

Current period amount

Unit: RMB
Year 2025
Equity attributable to owners of the parent company
o Non-
ltem Other equity instruments Less: Other Gener controllin Total
Share Preferre Capital | Treasur . | Specific | Surplus | alrisk | Undistribut | Other owners
; Perpetual | Other comprehensi : Subtotal 9 it
capital d reserves y . reserve | reserves | reserv | ed profits S 't t equity
bonds s ve Income Interests
shares shares e
|. Balance at
the end. of 2,407,945,40080. 512,840,57753. -9,040,200.32 11,249,67583. 1,244,180,36242 1,797.506,898.0 2,369,668,838.2) 135,017,154, 2,234,651,683.;
the previous 8 31
year
Add:
Adjustment
for change in
accounting
policy
Correction of
prior  period -777,201,329.82 -777,201,329.82 -777,201,329.82
errors
Others
Il. Balance at
the. . 2,407,945,40080. 512,840,57753. -9,040,200.32 11,249,67583. 1,244,180,364. 2.574,708.227.9 1,592,467,508.2 135,017,154, 1,457,450,353.3
beginning of 0 31
the year
lll.  Change
amount
during  the 5,000,000,000. 106,260,704, 7173,897.41 | >947466.0 12,582,399,856. 7,675,539,198.2 | 257093735117 317 8454629
current 93 80 3 9
period (use “-
i for




ltem

Year 2025

Equity attributable to owners of the parent company

Share
capital

Other equity instruments

Preferre
d
shares

Perpetual
bonds

Other
s

Capital
reserves

Less:
Treasur

y
shares

Other
comprehensi
ve income

Specific
reserve

Surplus
reserves

Gener

al risk

reserv
e

Undistribut
ed profits

Other

Subtotal

Non-
controllin

g
interests

Total
owners’
equity

decreases)

() Total
comprehensi
ve income

7,173,897.41

12,582,399,856.
80

12,575,225,959.
39

358,349,547.
60

12,216,876,411.
79

(I  Capital
increase and
reduction by
owners

106,260,704.
93

-106,260,704.93

1,790,696.08

-108,051,401.01

1. Ordinary
shares
contributed
by owners

3,000,000.00

3,000,000.00

2. Capital
contributed
by holders of
other equity
instruments

3. Amount of
share-based
payments
included in
owners’
equity

4. Other

106,260,704.
93

-106,260,704.93

4,790,696.08

-111,051,401.01

(1) Profit
distribution

-926,283.41

-926,283.41




Year 2025

Equity attributable to owners of the parent company

e Non-
ltem Other equity instruments Less: it Gener con;)'ollin Total
Share | preferre Capital | Treasur . | Specific | Surplus | alrisk | Undistribut | Other owners’
. Perpetual | Other comprehensi . Subtotal 9 it
capital d reserves y - reserve | reserves | reserv | ed profits S interests equity
bonds S ve Income
shares shares e
1. Transfer to
surplus
reserve
2. Transfer to
general risk
reserve
3.
Distributions
to owners (or -926,283.41 -926,283.41

shareholders

)

4. Other

(IV) Internal
transfers
within
owners’
equity

1. Capital
increase (or
share

capital) from
capital
reserve

2. Capital
increase (or
share

capital) from




ltem

Year 2025

Equity attributable to owners of the parent company

Share
capital

Other equity instruments

Preferre
d
shares

Perpetual
bonds

Other
s

Capital
reserves

Less:
Treasur

y
shares

Other
comprehensi
ve income

Specific
reserve

Surplus
reserves

Gener

al risk

reserv
e

Undistribut
ed profits

Other
s

Subtotal

Non-
controllin

g
interests

Total
owners’
equity

surplus
reserve

3. Losses
offset by
surplus
reserve

4. Changes
in defined
benefit plans
transferred to
retained
earnings

5. Other
comprehensi
ve income
transferred to
retained
earnings

6. Others

(V) Special
reserves

5,947,466.0
9

5,947,466.09

2,061,167.13

8,008,633.22

1.
Appropriated
in the current
period

7,743,491.9
6

7,743,491.96

2,912,692.75

10,656,184.71

2. Used in
the current

1,796,025.8
7

1,796,025.87

851,525.62

2,647,551.49




Year 2025

Equity attributable to owners of the parent company

o Non-
ltem Other equity instruments Less: it Gener controllin Total
Share | preferre Capital | Treasur . | Specific | Surplus | alrisk | Undistribut | Other owners’
. Perpetual | Other comprehensi . Subtotal 9 it
capital d reserves y . reserve | reserves | reserv | ed profits S int t equity
bonds s ve income Interests
shares shares e
period
5,000,000,000. 5,000,000,000.0 5,000,000,000.0
(VI) Others 00 0 0
IV. Balance
at the end of 2,407,945,40080. s,ooo,ooo,ooood 408,579,87800. 1,866,392.91 17,197,14;2. 1,244,180,3624: 15.157,108,084. 6,083.071,689.9 222,676,58903. 5,860,395,109.0
the  current 70 5 2
period




Amount of previous period

Unit: RMB
Year 2024
Equity attributable to owners of the parent company
ltem Other equity instruments Less: G Gener Non- Total
. ther o . - i ,
Share | preferre Capital | Treasur| ~ .| Specific | Surplus | alrisk |Undistribute| Other| o controlling | owners
capital d Perpetu | Other | oseryes y P reserve | reserves | reserv | d profits s interests | equity
al bonds S ve Income
shares shares e
|. Balance at
2,407,945,408. 526,499,506. 4,657,488.2 | 1,244,180,364. 1,474,561,975.8 5,644,401,184. | 262,221,679. | 5,906,622,864.
the end of the o 76 -13,443,558.44 7 i 5 65 49 14
previous year
Add:
Adjustment
for change in
accounting
policy
Correction of
prior  period -347,232,776.81 347,232,776.81 347,232,776.81
errors
Others
Il. Balance at
the beginni 2,407,945,408. 526,499,506. 13443 558,44 | 4657.488.2| 1,244,180,364. 1,127,329,199.0 5,297,168,407. | 262,221,679. | 5,559,390,087.
e beginning 00 76 443,998, 4 24 4 84 49 33
of the year
lll.  Change
amount
during the ) ) ) ) )
current 13,658,931.0 440326812 | ©°921902 3,702,037,426.9 3,704,700,899. | 397,238,833. | 4,101,939,733.
. « 3 4 56 80 36
period (use “-
” for
decreases)
V) TOt?" 4,403,268.12 3,725,557,221.7 3,721,153,953. | 595,084,250. | 4,316,238,204.
comprehensi 8 66 96 62




ltem

Year 2024

Equity attributable to owners of the parent company

Share
capital

Other equity instruments

Preferre
d
shares

Perpetu
al bonds

Other
s

Capital
reserves

Less:
Treasur

y
shares

Other
comprehensi
ve income

Specific
reserve

Surplus
reserves

Gener

al risk

reserv
e

Undistribute
d profits

Other

Subtotal

Non-
controlling
interests

Total
owners’
equity

ve income

(I  Capital
increase and
reduction by
owners

13,658,931.0
3

-13,658,931.03

196,281,483.
7

182,622,552.68

1.  Ordinary
shares
contributed

by owners

167,597,297.
30

167,597,297.30

2. Capital
contributed
by holders of
other equity
instruments

3. Amount of
share-based
payments
included in
owners’
equity

4. Other

13,658,931.0
3

-13,658,931.03

28,684,186.4
1

15,025,255.38

(1) Profit
distribution

23,519,794.84

23,519,794.84

-1,168,043.64

22,351,751.20

1. Transfer to
surplus
reserve




Year 2024

Equity attributable to owners of the parent company

ltem Other equity instruments Less: i Gener Non- Total
Share | preferre Capital | Treasur| rei:ansi Specific | Surplus | alrisk | Undistribute | Other | o controlling | owners’
capital d Perpetu | Other | \oqerves y P reserve | reserves | reserv | d profits s interests equity
al bonds S ve Income
shares shares €

2. Transfer to

general risk

reserve

3.

DIsirlEize 1,168,043.64 | -1,168,043.64

to owners (or
shareholders)

4. Other 23,519,794.84 23,519,794.84 23,519,794.84
(IV) Internal
transfers
within
owners’
equity

1. Capital
increase (or
share capital)
from capital
reserve

2. Capital
increase (or

share capital)
from surplus

reserve
3. Losses
offset by
surplus

reserve




ltem

Year 2024

Equity attributable to owners of the parent company

Share
capital

Other equity instruments

Preferre
d
shares

Perpetu
al bonds

Other
s

Capital
reserves

Less:
Treasur

y
shares

Other
comprehensi
ve income

Specific
reserve

Surplus
reserves

Gener

al risk

reserv
e

Undistribute | Other
d profits s

Subtotal

Non-
controlling
interests

Total
owners’
equity

4. Changes
in defined
benefit plans
transferred to
retained
earnings

5. Other
comprehensi
ve income
transferred to
retained
earnings

6. Others

(V) Special
reserves

6,592,190.2
9

6,592,190.

29

2,731,977.09

9,324,167.

38

1.
Appropriated
in the current
period

7,881,927.4
9

7,881,927.49

3,279,715.07

11,161,642.

56

2. Used in
the current
period

1,289,737.2
0

1,289,737.

20

547,737.98

1,837,475.

18

(VI) Others

IV. Balance
at the end of
the  current
period

2,407,945,408.

00

512,840,575.
73

-9,040,290.32

11,249,678.
53

1,244,180,364.
24

2,574,708,227.9
0

1,592,467,508.

28

135,017,154.
31

1,457,450,353.

97




8. Statement of Changes in Owners’ Equity of the parent company

Current period amount

Unit: RMB
Year 2025
Other equity instruments Less: Other Total
Item Share Capital ) . Specific Surplus Undistributed ,
. Preferred Perpetual Treasury | comprehensive . Others owners
capital Others | reserves . reserve reserves profits .
shares bonds shares Income eqUIty
|. Balance at the
end of the previous | 2.407,945,408.00 339,889,142.56 -1,281,096.83 1,260,024,039.76 | -1,199,867,554.61 2,806,709,938.88
year
Add:  Adjustment
for change in
accounting policy
Cor.rectlon o el -443,004,797.05 -443,004,797.05
period errors
Others
Il. Balance at the
beginning of the | 2407,945,408.00 339,889,142.56 -1,281,096.83 1,260,024,039.76 | -1,642,872,351.66 2,363,705,141.83
year
Ill. Change amount
dur!ng 172 c“u:rent 5,000,000,000.00 125.728.227 76 -79,482.17 -5,916,261,629.66 1 042.069.339.59
period (use “-” for fee,eel HRET0Y, 999,
decreases)
() Total
comprehensive -79,482.17 -5,916,277,921.45 5.916,357,403.62
income
(I) Capital increase
and reduction by 5,000,000,000.00 125.728.227.76 4,874,271,772.24
owners
1. Ordinary shares
contributed by




ltem

Year 2025

Share
capital

Other equity instruments

Preferred
shares

Perpetual
bonds

Others

Capital
reserves

Less:
Treasury
shares

Other
comprehensive
income

Specific
reserve

Surplus
reserves

Undistributed
profits

Others

Total
owners’
equity

owners

2. Capital
contributed by
holders of other
equity instruments

5,000,000,000.00

5,000,000,000.00

3.  Amount of
share-based
payments included
in owners’ equity

4. Other

125,728,227.76

-125,728,227.76

(1) Profit
distribution

16,291.79

16,291.79

1. Transfer to
surplus reserve

2. Distribution to
owners (or
shareholders)

3. Others

16,291.79

16,291.79

(V) Internal
transfers within
owners’ equity

1. Capital increase
(or share capital)
from capital
reserve

2. Capital increase
(or share capital)
from surplus




ltem

Year 2025

Share
capital

Other equity instruments

Preferred
shares

Perpetual
bonds

Others

Capital
reserves

Less:

Treasury

shares

Other
comprehensive
income

Specific
reserve

Surplus
reserves

Undistributed
profits

Others

Total
owners’
equity

reserve

3. Losses offset by
surplus reserve

4. Changes in
defined benefit
plans transferred to
retained earnings

5. Other
comprehensive
income transferred
to retained
earnings

6. Others

(V)
reserves

Special

1. Appropriated in
the current period

2. Used in the
current period

(VI) Others

IV. Balance at the
end of the current
period

2,407,945,408.00

5,000,000,000.00

214,160,914.80

-1,360,579.00

1,260,024,039.76

-7,559,133,981.32

1,321,635,802.24

Amount of previous period

Unit: RMB

ltem

Year 2024

Share

Other equity instruments

Capital ‘ Less: ‘

Other

‘ Specific ‘ Surplus

Undistributed ‘ Others ‘

Total




Preferred
shares

Perpetual
bonds

Others

|. Balance at the end

. 2,407,945,408.00 341,229,750.75 -1,399,371.64 1,260,024,039.76 550,788,846.44 4,558,588,673.31
of the previous year
Add: Adjustment for
change in accounting
policy
Cor.rect|on G ey -190,788,098.63 -190,788,098.63
period errors
Others
Il .Ballance e 2,407,945,408.00 341,229,750.75 -1,399,371.64 1,260,024,039.76 360,000,747.81 4,367,800,574.68
beginning of the year
Ill. Change amount
dur!ng i “ctjrrent -1,340,608.19 118,274.81 -2,002,873,099.47 2.004.095.432 85
period (use “” for SUEEE 402
decreases)
() Total
comprehensive 118,274.81 -2,026,392,894.31 2,026,274.619.50
income
(Il) Capital increase
and reduction by -1,340,608.19 -1,340,608.19
owners
1. Ordinary shares
contributed by owners
2. Capital contributed
by holders of other
equity instruments
3. Amount of share-
based payments
included in owners’
equity
4. Other -1,340,608.19 -1,340,608.19




ltem

Year 2024

Share
capital

Other equity instruments

Preferred
shares

Perpetual
bonds

Others

Capital
reserves

Less:
Treasury
shares

Other
comprehensive
income

Specific
reserve

Surplus
reserves

Undistributed
profits

Others

Total
owners
equity

(1) Profit distribution

23,519,794.84

23,519,794.84

1. Transfer to surplus
reserve

2. Distribution  to
owners (or
shareholders)

3. Others

23,519,794.84

23,519,794.84

(IV) Internal transfers
within owners’ equity

1. Capital increase (or
share capital) from
capital reserve

2. Capital increase (or
share capital) from
surplus reserve

3. Losses offset by
surplus reserve

4. Changes in defined
benefit plans
transferred to retained
earnings

5. Other
comprehensive
income transferred to
retained earnings

6. Others

(V) Special reserves

1. Appropriated in the




Year 2024

Other equity instruments

. Less: h . L Total
Item Share Capital ess Other . Specific Surplus Undistributed ota ,
. Preferred | Perpetual Treasury | comprehensive . Others owners
capital Others | reserves . reserve reserves profits .
shares bonds shares income equity
current period
2. Used in the current
period
(VI) Others
I Elties G s S 2,407,945,408.00 339,889,142.56 -1,281,096.83 1,260,024,039.76 | -1,642,872,351.66

of the current period

2,363,705,141.83




Notes to Financial Statements of Konka Group Co., Ltd.
From January 1, 2025 to December 31, 2025
(Amounts are expressed in RMB unless otherwise stated)

. Company Profile

1. Konka Group Co., Ltd. (hereinafter referred to as the “Company” or the “Group” when
including subsidiaries), is a joint-stock limited company reorganized from the former
Shenzhen Konka Electronic Co., Ltd. in August 1991 upon approval of the People’'s
Government of Shenzhen Municipality, and has its ordinary shares (A-share and B-share)
listed on Shenzhen Stock Exchange with prior consent from the People’s Bank of China
Shenzhen Special Economic Zone Branch. On August 29, 1995, the Company was
renamed “Konka Group Co., Ltd.” (Unified Social Credit Code: 914403006188155783),
with its main business in the electronic industry. Now the headquarters is located at No. 28,
No. 12 Keji South Road, Science &amp; Technology Park, Yuehai Street, Nanshan District,
Shenzhen, Guangdong Province.

2. Share capital

After the distribution of bonus shares, allotments, increase in share capital and issuance of
new shares over the years, as of December 31, 2025, the Company has issued a total of
2,407,945,408.00 shares (denomination of RMB1 per share) with a registered capital of
RMB2,407,945,408.00.

3. The nature of the Company's business and main operating activities

The Group is mainly engaged in consumer electronics and semiconductor businesses,
conducting the production and sales of color TVs, white goods, optoelectronic displays,
storage, and printed circuit boards, etc.

4. The financial statements were approved by the board of directors of the Company for
disclosure on April 27, 2026.

Il. Scope of the Consolidated Financial Statements

The scope of the Group's consolidated financial statements covers 104 subsidiaries, such
as Shenzhen Konka Electronics Technology Co., Ltd., Anhui Konka Electronics Co., Ltd.,
and Dongguan Konka Electronics Co., Ltd. Compared with the previous year, the Group
lost control over its subsidiary, Kangrong Jiayuan Technology (Zhejiang) Co., Ltd., due to
an equity transfer during the current year.

For details, please refer to Note VIII “Changes in the Consolidation Scope” and Note IX
“Equity in Other Entities” herein.

Checklist of Company Name and Abbreviation in this Report

No. Company name Abbreviation
1 Shenzhen Konka Electronics Technology Co., Ltd. Electronics Technology
2 Nantong Haimen Konka Smart Technology Co., Ltd. Haimen Konka
3 Chengdu Konka Electronics Co., Ltd. Chengdu Konka Electronics
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Notes to Financial Statements of Konka Group Co., Ltd.
From January 1, 2025 to December 31, 2025
(Amounts are expressed in RMB unless otherwise stated)

No. Company name Abbreviation
4 Nantong Konka Smart Technology Co., Ltd. Nantong Kangdian
5 ftr;einzhen Kangcheng Technology Innovation and Development Co.,Shenzhen Kangcheng
6 Shenzhen Xiaojia Technology Co., Ltd. Xiaojia Technology
7 Liaoyang Kangshun Smart Technology Co., Ltd. Liaoyang Kangshun Intelligent
8 Liaoyang Kangshun Renewable Resources Co., Ltd. Liaoyang Kangshun Renewable
9 Nanjing Konka Electronics Co., Ltd. Nanjing Konka
10 Eztr;l..lzhou Konka Precision Intelligent Manufacturing Technology Co.,Chuzhou Konka
11 Guangdong Xingda Hongye Electronics Co., Ltd. Xingda Hongye
12 Shenzhen Konka Circuit Co., Ltd. Konka Circuit
13 Suining Konka Flexible Electronic Technology Co., Ltd. Konka Flexible Electronics
14 Suining Konka Hongye Electronics Co., Ltd. Kangjia Hongye Electronics
15 Boluo Konka Precision Technology Co., Ltd. Bokang Precision
16 Anhui Konka Tongchuang Electrical Appliances Co., Ltd. Anhui Tongchuang
17 Jiangsu Konka Smart Electrical Appliances Co., Ltd. Jiangsu Konka Smart
18 Anhui Konka Electrical Appliance Technology Co., Ltd. Anhui Electrical Appliance
19 Henan Frestec Refrigeration Appliance Co., Ltd. Frestec Refrigeration
20 Henan Frestec Electrical Appliances Co., Ltd. Frestec Electrical Appliances
21 Henan Frestec Household Appliances Co., Ltd. Frestec Household Appliances
22 Henan Frestec Smart Home Technology Co., Ltd. Frestec Smart Home
23 Shenzhen Konka Investment Holding Co., Ltd. Konka Investment
24 Yibin Konka Technology Park Operation Co., Ltd. Yibin Konka Industrial Park
25 Shenzhen Konka Capital Equity Investment Management Co., Ltd. Konka Capital
26 Konka Suiyong Investment (Shenzhen) Co., Ltd. Konka Suiyong
27 Shenzhen Konka Shengxing Industrial Co., Ltd. Shengxing Industrial
28 Shenzhen Konka Zhitong Technology Co., Ltd. Zhitong Technology
29 Konka Electronic Material Technology (Shenzhen) Co., Ltd. Konka Electronic Material
30 Beijing Konka Electronic Co., Ltd. Beijing Konka Electronics
31 Tianjin Konka Technology Co., Ltd. Tianjin Konka
32 Suining Konka Industrial Park Development Co., Ltd. Suining Konka Industrial Park
33 Suining Konka Electronic Technology Innovation Co., Ltd. ﬁ::g\i/r;%on Electronic  Technology
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Notes to Financial Statements of Konka Group Co., Ltd.
From January 1, 2025 to December 31, 2025
(Amounts are expressed in RMB unless otherwise stated)

No. Company name Abbreviation

34 Shanghai Konka Industrial Co., Ltd. Shanghai Konka

35 'Yantai Kangjin Technology Development Co., Ltd. Yantai Kangjin

36 Shenzhen Konka Technology Industry Development Co., Ltd. ziﬁilglzgj?r:dusotiy science  and
37 Sichuan Konka Smart Terminal Technology Co., Ltd. Sichuan Konka

38 Yibin Konka Smart Technology Co., Ltd. Yibin Smart

39 Shenzhen Konka Semiconductor Technology Co., Ltd. Shenzhen Konka Semiconductor
40 Chongging Konka Technology Development Co., Ltd. Chongging Konka

41 Konka Xinying Semiconductor Technology (Shenzhen) Co., Ltd. Xinying Semiconductor

42 Konka Xinying Semiconductor Technology (Hong Kong) Co., Ltd. )é::g;g Semiconductor  (Hong
43 Konka ChipCloud Semiconductor Technology (Yancheng) Co., Ltd. Konka Xinyun Semiconductor

44 Konka Cross-border (Hebei) Technology Development Co., Ltd. Konka Cross-border (Hebei)

45 Shenzhen Nianhua Enterprise Management Co., Ltd. Shenzhen Nianhua

46 Konka Huazhong (Hunan) Technology Co., Ltd. Konka Central China

47 |Shenzhen Konka Chuangzhi Electrical Appliances Co., Ltd. igﬁ:;:igs Chuangzhi - Electrical
48 Suining Jiarun Property Co., Ltd. Suining Jiarun Property

49 Anhui Konka Electronics Co., Ltd. Anhui Konka

50 Anhui Kangzhi Trade Co., Ltd. Kangzhi Trade

51 Shenzhen Konka Telecommunications Technology Co., Ltd. Telecommunication Technology

52 Hong Kong Konka Telecommunications Co., Ltd. gg?ngmunicatio::ng Konka
53 Dongguan Konka Electronics Co., Ltd. Dongguan Konka

54 Suining Konka Smart Technology Co., Ltd. Suining Konka Intelligent

55 Chongging Konka Optoelectronics Technology Co., Ltd. _?22;23:;/ Optoelectronic
56 Yibin Kangrun Environmental Technology Co., Ltd. Yibin Kangrun

57 Yibin Kangrun Medical Waste Centralized Treatment Co., Ltd. Yibin Kangrun Medical

58 Ningbo Kanghanrui Electric Appliances Co., Ltd. Eipnpgiit;ces Kanghanrui Electric
59 Jiangxi Konka New Material Technology Co., Ltd. Jiangxi Konka

60 Jiangxi High Transparent Substrate Material Technology Co., Ltd. Jiangxi High Transparent Substrate
61 Jiangxi Xinfeng Microcrystalline Jade Co., Ltd. Xinfeng Microcrystal

62 Shaanxi Konka Smart Home Appliance Co., Ltd. Shaanxi Konka Intelligent
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No. Company name Abbreviation

63 Shenzhen Konka Pengrun Technology &amp; Industry Co., Ltd. Pengrun Technology

64 Jiaxin Technology Co., Ltd. Jiaxin Technology

65 Kangrong Jiayuan Technology (Zhejiang) Co., Ltd. Kangrong Jiayuan

66 Shenzhen Konka Unifortune Technology Co., Ltd. Konka Unifortune

67 Jiali International (Hong Kong) Limited Jiali International

68 Hebei Kangjiatong Technology Co., Ltd. Konka Communication

69 Nanjing Konka Smart Electric Co., Ltd. Nanjing Konka Smart

70 Hainan Konka Technology Co., Ltd. Hainan Konka Technology

71 Konka Venture Development (Shenzhen) Co., Ltd. Konka Venture

72 Yibin Konka Incubator Management Co., Ltd. Yibin Konka Incubator

73 'Yantai Konka Healthcare Industry Startup Service Co., Ltd. 'Yantai Konka

74 Guiyang Konka Startup Service Co., Ltd. Konka Enterprise Service

75 Ji'an Konka Technology Industry Development Co., Ltd. Ji'an Konka

76 Konka (Europe) Co., Ltd. Konka Europe

77 Hong Kong Konka Co., Ltd. Hong Kong Konka

78 Kangdian International Trade Co., Ltd. Kangdian Trading

79 Konka North America LLC Konka North America

80 Kanghao Technology Co., Ltd. Kanghao Technology

81 Hongdian Investment Development Co., Ltd. Kangdian Investment

82 Zhongkang Storage Technology Co., Ltd. Zhongkang Storage Technology
83 Chain Kingdom Semiconductor (Shaoxing) Co., Ltd. (Z;?:g;ig? Semiconductor
84 Hongjet (Hong Kong) Co., Ltd. Kangjet

85 Chongging Xinyuan Semiconductor Co., Ltd. Chongqing Xinyuan Semiconductor
86 Anlu Konka Industry Operation Service Co., Ltd. Anlu Konka

87 I§:‘(:trr:zer:;a:ip)Kanghong Dongsheng Investment Partnership (Limited Kanghong Dongsheng

88 Guizhou Konka New Materials Technology Co., Ltd. ?:;:erogy'(onka New  Material
89 Konka Smart Home (Shanxi) Industry Development Co., Ltd. Shanxi Smart Home Appliance
90 Guizhou Kanggui Materials Co., Ltd. Guizhou Kanggui Materials

91 Nantong Kanghai Technology Industry Development Co., Ltd. Nantong Kanghai

92 Chongging Kangyiyun Business Operation Management Co., Ltd. Chongging Kangyiyun
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No. Company name Abbreviation

93 Jiangxi Konka Technology Park Operation and Management Co., Ltd. ([Jiangxi Konka Technology Park

94 Shangrao Konka Electronic Technology Innovation Co., Ltd. _?25;2;?:gy In::vr;kt?on Electronic
95 Zhejiang Konka Electronics Co., Ltd. Zhejiang Konka Electronics

96 Zhejiang Konka Technology Industry Development Co., Ltd. Iznt:i?:;:gs Konka Technology
97 Xi'an Konka Intelligent Home Appliance Co., Ltd. Xi'an Konka Intelligent

98 Xi'an Konka Network Technology Co., Ltd. Xi'an Konka Network

99 Xi'an Kanghong Technology Industry Development Co., Ltd. f::unstry Kanghong Technology
100 Xi'an Konka Intelligent Technology Development Co., Ltd. Xi'an Konka Intelligent Technology
101 Songyang Konka Smart Industry Operation Management Co., Ltd. Songyang Industry Operation

102 Shenzhen Kangyan Technology Co., Ltd. Kangyan Technology

103 Songyang Konka Intelligent Technology Development Co., Ltd. Songyang Konka Intelligent

104 Konka North China (Tianjin) Technology Co., Ltd. Konka North China

105 Shenzhen Konka Digital Technology Development Co., Ltd. Digital technology

lll. Basis for the Preparation of Financial Statements

1. Basis for the Preparation

The Group's financial statements were prepared based on actual transactions and events,
in accordance with the Accounting Standards for Business Enterprises promulgated by the
Ministry of Finance as well as its application guidelines, interpretations and other related
regulations (hereinafter collectively referred to as the "Accounting Standards for Business
Enterprises"), as well as the disclosure regulations of the General Provisions on Financial
Reporting No. 15 for Companies Publicly Issuing Securities (revised in 2023) by the CSRC.
2. Going Concern

The consolidated net profit of Konka Group in 2025 was RMB -122.38 hundred million. As
of December 31, 2025, the Group's net assets in the consolidated financial statements
were RMB -58.60 hundred million, with a debt-to-asset ratio of 126.22%.

In view of the above, when assessing the Group's ability to continue as a going concern,
the Board of Directors of the Group has prudently considered the Group's future strategic
adjustments and business strategies, operating conditions, working capital and available
sources of financing. The Group has formulated the following plans and measures to
reduce the pressure on working capital and improve its financial position:

(1) On December 29, 2025, the National Development and Reform Commission and the
Ministry of Finance officially issued the "Notice on the Implementation of the Policy for
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Large-scale Equipment Renewal and Consumer Goods Trade-in in 2026", which provides
special financial subsidies for the renewal of six major categories of home appliances and
equipment. The Group will take this opportunity to accelerate the transformation and
upgrading of its home appliance business to effectively promote the improvement of its
operating performance.

(2) The Group will adhere to the long-term value-oriented business guideline, focus on the
development of its main business, optimize asset allocation, and enhance lean
management. On the one hand, with focus on the optimization and reshaping of existing
businesses, the Group will comprehensively enhance the efficiency of the entire chain of
R&D, production, supply, sales, and service to achieve significant loss reduction in existing
businesses; on the other hand, the Group will deepen research and analysis around the
"9+6" strategic emerging industries to seek innovative drivers for its high-quality
development.

(3) Take active measures to revitalize various stock resources and accelerate the recovery
of funds. The Group established a specific department engaged in promoting the exit and
divestment of "non-core and non-advantageous" businesses and assets, and utilizing
external resources to shorten the disposal and revitalization period of inefficient assets.

(4) Bank credit lines are relatively stable. The Group will continue to deepen its strategic
cooperation with commercial banks, actively expand financing channels, and alleviate the
pressure on working capital.

After fully considering the various measures mentioned above that the Group is
implementing or plans to implement, the Board of Directors of the Group believes that it is
appropriate to prepare these financial statements on a going concern basis for at least 12
months from December 31, 2025. However, future events or circumstances may result in
significant uncertainty in the implementation of the above-mentioned measures, including
the effectiveness of measures such as exiting non-core businesses and revitalizing
existing assets. The renewal of bank credit loans and acquisition of new financing depend
on the Group's communication with commercial banks. If the relevant improvement
measures of the Group fail to be implemented as planned or achieve the expected results,
the Company may cease to continue as a going concern, hence the uncertainty about the
going-concern ability.

IV. Significant Accounting Policies and Accounting Estimates

Specific accounting policies and accounting estimates: The specific accounting policies
and accounting estimates formulated by the Group according to the actual production and
operation characteristics include provisions for bad debts of accounts receivable,
provisions for inventory depreciation, depreciation of fixed assets, revenue recognition and
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measurement, etc.

1. Statement of Compliance with the Accounting Standards for Business
Enterprises

The financial statements prepared by the Group are in compliance with the Accounting
Standards for Business Enterprises, which factually, accurately and completely present the
Company's and the Group's financial positions as of December 31, 2025, business results
and cash flows, and other relevant information for 2025.

2. Fiscal period

The Group's fiscal period starts from January 1 to December 31 of the Gregorian calendar.
3. Operating cycle

The normal operating cycle refers to the period from the purchase of assets for processing
to the realization of cash or cash equivalents by the Group. An operating cycle for the
Group is 12 months, which is also the classification criterion for the liquidity of its assets
and liabilities.

4. Recording currency

The Company uses RMB as the recording currency. Subsidiaries of the Group determine
their functional currency according to the main economic environment in which they
operate. When preparing the financial statements, the Group converts them into RMB
according to the method described in IV.10(2) Conversion of foreign currency financial
statements.

5. Determination methods and selection basis for materiality threshold

The Group prepares and discloses financial statements adhering to the principle of
materiality. The disclosures in the notes to the financial statements cover matters involving
judgments about materiality criteria, the methods for determining materiality thresholds,
and the bases for selecting these criteria:

. . . - Location of disclosure of this matter Methodology for Determining
Disclosures involving materiality . . . L o .
. in the notes to the present financial Materiality Criteria and Basis for
standard judgments .
statements Selection

Slgnllfl.cant |nd|y|dually bad debt Note VI.4. Accounts receivable (2) Ind|V|duaI. . amount exceeding
provisioned receivables RMBS50 million
Receivables with significant amount Individual amount exceedin
of bad debt provision recovered or | Note VI.4. Accounts receivable (3) - 9

. RMB10 million
reversed during the year
Write-off of significant receivables in Note VI.4. Accounts receivable (4) Ind|V|duaI. . amount exceeding
the year RMB10 million
Significant accounts payable aged Note VI.26. Accounts payable Ind|V|duaI. . amount exceeding
over 1 year RMB10 million
Slgnlflcantl recelptsl,. |S.|.a?dv‘/ancc.3 ang Note VI.28; note VI.29; note VI.39; note | Individual amount exceeding
<?on.trellctua iabilities/projecte VI.27: RMB10 million
liabilities/other payables aged over 1
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. . . - Location of disclosure of this matter Methodology for Determining
Disclosures involving materiality . ) . - o .
. in the notes to the present financial Materiality Criteria and Basis for
standard judgments .
statements Selection

year

Increase or decrease in a single
Note VI.16. Construction in progress (2) asset during the year or a balance
exceeding RMB100 million

Significant construction in progress
projects

6. Accounting Treatments for Business Combinations Under Common Control and
Those Not Under Common Control

(1) Business combinations under common control

A business combination involving entities under common control is a business combination
in which all of the combining enterprises are ultimately controlled by the same party or
parties both before and after the combination, and that control is not transitory.

As the combining party, the assets and liabilities obtained by the Group in a business
combination under the same control shall be measured on the basis of their book value in
the final controlling party on the combining date. The difference between the book value of
the net assets acquired and the book value of the consideration paid for the combination
(or the total par value of the shares issued) is used to adjust the capital reserves; in case
the capital reserves are insufficient to cover the difference, the retained earnings will be
adjusted.

(2) Business combinations not under common control

A business combination involving entities not under common control is a business
combination in which all of the combining enterprises are not ultimately controlled by the
same party or parties both before and after the combination.

As purchaser, the identifiable assets, liabilities and contingent liabilities of the acquiree
acquired in the business combination not under common control shall be measured at fair
value on the acquisition date. The difference of the combination costs in excess of the fair
value of the identifiable net assets acquired from the acquiree shall be recognized as
goodwill; if the combination costs are less than the fair value of the identifiable net assets
acquired from the acquiree in the combination, the fair values of the identifiable assets,
liabilities and contingent liabilities acquired from the combination, as well as the
combination costs, shall be reviewed first. After review, if the combination costs are still
less than the fair value, the difference shall be included in the current non-operating
revenue of the combination.

7. Criteria for Judging Control and Methods for Preparing Consolidated Financial
Statements

The scope of consolidation for the consolidated financial statements of the Group is based
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on control, including the Company and all its subsidiaries (including enterprises, divisible
parts of investees, and structured entities controlled by the Company). The Group
assesses control based on whether it has power over the investee, has exposure or rights
to variable returns from its involvement with the investee, and has the ability to use its
power over the investee to affect the amount of the investor's returns.

The financial statements of subsidiaries are adjusted in accordance with the accounting
policies and accounting period of the Group during the preparation of the consolidated
financial statements, where the accounting policies and the accounting periods are
inconsistent between the Group and subsidiaries.

The impact of internal transactions between the Company and its subsidiaries, as well as
between subsidiaries and each other, is offset in consolidation. The shares of the
subsidiary's owner's equity that do not belong to the parent Group and the shares of
minority shareholders' equity in current net gains/losses, other comprehensive income and
total comprehensive income shall be respectively listed in the consolidated financial
statement "Minority shareholders' equity, minority shareholders' net gains/losses, other
comprehensive income that belongs to minority shareholders and total comprehensive
income that belongs to minority shareholders".

For subsidiaries acquired through business combinations under the same control, their
operating results and cash flows are included in the consolidated financial statements from
the beginning of the current combination period. When preparing the comparative
consolidated financial statements, the relevant items in the financial statements of the
previous year shall be adjusted as if the consolidated reporting entity had existed since the
final controlling party began to control it.

Where the equity of an investee under common control is acquired in stages through
multiple transactions, ultimately resulting in a business combination, when preparing the
consolidated financial statements, adjustments are made as if the entity had existed in its
current state from the time the ultimate controlling party obtained control. When preparing
comparative financial statements, the relevant assets and liabilities of the acquiree are
consolidated into the Group's comparative consolidated financial statements, limited to a
point in time not earlier than when both the Group and the acquiree were under the control
of the same ultimate controlling party. The net assets increased as a result of the
combination are used to adjust the relevant items under owner's equity in the comparative
financial statements. To avoid double-counting the value of the acquiree's net assets, for
any long-term equity investment held by the Group before the combination is achieved, the
related gains/losses, other comprehensive income, and other changes in net assets
recognized from the later of the date the original equity was acquired and the date the

43



Notes to Financial Statements of Konka Group Co., Ltd.
From January 1, 2025 to December 31, 2025
(Amounts are expressed in RMB unless otherwise stated)

Company and the acquiree came under the control of the same ultimate controlling party,
up to the combination date, shall be offset against the opening retained earnings and
current gains/losses of the comparative reporting period, respectively.

For subsidiaries acquired through business combination under different control, the
operating results and cash flow shall be included in the consolidated financial statements
from the date when the Group obtains the control right. When preparing the consolidated
financial statements, the financial statements of the subsidiaries shall be adjusted on the
basis of the fair value of the identifiable assets, liabilities and contingent liabilities
determined on the acquisition date.

For a business combination achieved in stages, where equity interests in the acquiree are
obtained through multiple transactions and ultimately result in a business combination not
under common control, the previously held equity interest shall be remeasured at its fair
value on the acquisition date. Any difference between the fair value and its carrying
amount shall be recognized in current investment income; with respect to the previously
held equity interest in the acquiree, any amounts recognized in other comprehensive
income under the equity method, as well as other changes in owners’ equity other than net
gains/losses, other comprehensive income and profit distributions, shall be reclassified to
current investment income in the period of the acquisition date. However, this excludes
other comprehensive income arising from remeasurement of the net defined benefit
liability or asset of the investee.

When the Group disposes of a portion of its long-term equity investment in a subsidiary
without losing control, the difference in the consolidated financial statements between the
proceeds from the disposal and the subsidiary's share of net assets, calculated
continuously from the acquisition date or combination date, corresponding to the disposed
long-term equity investment, is adjusted against capital premium or share premium. If the
capital reserve is insufficient to absorb the difference, retained earnings are adjusted.

If the Group loses control over an investee due to reasons such as the disposal of a
portion of its equity investment, when preparing the consolidated financial statements, the
remaining equity is remeasured at its fair value on the date of loss of control. The
difference between the total of the consideration received from the disposal of equity and
the fair value of the remaining equity, minus the share of the original subsidiary's net
assets calculated continuously from the acquisition or combination date based on the
original shareholding percentage, is recognized in investment income for the period in
which control is lost, and goodwill is derecognized at the same time. Other comprehensive
income and other items related to the original equity investment in the subsidiary are
reclassified to investment income for the current period upon loss of control.
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If the Group disposes of its equity investment in a subsidiary in stages through multiple
transactions until control is lost, and if these transactions are part of a single transaction
package, all transactions shall be accounted for as a single transaction of disposing of a
subsidiary and losing control; however, the difference between the disposal proceeds and
the share of net assets of the subsidiary corresponding to the investment disposed of for
each disposal prior to the loss of control shall be recognized as other comprehensive
income in the consolidated financial statements, and shall be reclassified to investment
income in the period in which control is lost.

8. Classification of Joint Venture Arrangements and Accounting Treatments for
Joint Operations

The Group's joint arrangements include joint operations and joint ventures. For a joint
operation, the Group, as a joint operator, recognizes the assets and liabilities that it holds
and bears in the joint operation, and recognizes the jointly-held assets and jointly-borne
liabilities according to the Group’s stake in the joint operation; recognizes relevant income
and expense according to the Group’s stake in the joint operation. When the Group
purchases from or sells to the joint operation assets that do not constitute a business, the
Group only recognizes the share of the other joint operators in the gains/losses arising
from the transaction.

9. Cash and Cash Equivalents

Cash in the Group's statement of cash flows refers to cash on hand and unrestricted
deposits. For the purpose of the statement of cash flows, cash equivalents refer to highly
liquid investments that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of change in value with a holding period of not more than 3
months.

10. Foreign Currency Businesses and Translation of Foreign Currency Financial
Statements

(1) Foreign Currency Transactions

Foreign currency transactions of the Group are initially recognized at the exchange rate at
the beginning of the month of the transaction date (usually referring to the middle rate of
the foreign exchange rate announced by the People's Bank of China on the day, the same
below), converting the foreign currency amount into the functional currency amount. On
the balance sheet date, the monetary items in foreign currency were converted into RMB
at the spot exchange rate on balance sheet date. Except the exchange difference arising
from special foreign-currency borrowing for the purpose of construction or production of
assets meeting capitalization conditions treated in the principle of capitalization, the
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conversion difference was directly included in the current gains/losses.

(2) Translation of Foreign Currency Financial Statements

When preparing the consolidated financial statements, the Group translates the financial
statements of overseas operations into RMB, in which: assets and liabilities in the foreign
currency balance sheet are translated at the spot exchange rate on the balance sheet date;
owners' equity items, except for "undistributed profits", are translated at the spot exchange
rate when the business occurs; the income and expense items in the income statement
are translated at the average exchange rate of the current period (the average exchange
rate of the month) on the date when the transactions occur. The conversion difference of
foreign currency statements arising from the aforementioned conversion is presented in
other comprehensive income item. The foreign currency cash flow is converted at the
average exchange rate for the period (monthly average exchange rate) of the cash flow
occurrence date. The amount of exchange rate change influence on cash is independently
presented in the cash flow statement.

11. Financial Instruments

(1) Recognition and derecognition of financial instruments

The Group recognizes a financial asset or financial liability when it becomes a party to the
contractual provisions of a financial instrument.

If the following conditions are met, a financial asset (or a part of a financial asset, or a part
of a group of similar financial assets) shall be derecognized, that is, the previously
recognized financial asset shall be transferred from the balance sheet: 1) the right to
receive the cash flows of the financial asset expires; 2) When the financial assets are
transferred, the Group has transferred almost all the risks and rewards of ownership of the
financial assets; 3) When a financial asset is transferred, the Group neither transfers nor
retains substantially all the risks and rewards of ownership of the financial asset, nor
retains control over the financial asset.

When the current obligation of financial liabilities (or partial financial liabilities) has been
completely or partially discharged, derecognition of such financial liabilities (or partial
financial liabilities) is conducted by the Group. If the Group (borrower) concludes an
agreement with the lender to replace existing financial liabilities with new ones and
contractual terms of new financial liabilities are different from those of existing financial
liabilities, derecognition of existing financial liabilities and recognition of new financial
liabilities shall be conducted. When there is a material alteration of contractual terms of
existing financial liabilities (partial financial liabilities) by the Group, derecognition of
existing financial liabilities and recognition of new financial liabilities as per modified terms
shall be conducted. The difference between the book value of the derecognized part and
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the consideration paid is included in the current gains/losses.

All regular acquisitions or sales of financial assets are recognized and derecognized on a
transaction date basis.

(2) Classification and Measurement of Financial Assets

At initial recognition, the Group's financial assets are classified into financial assets
measured at amortized cost, financial assets measured at fair value through other
comprehensive income, and financial assets measured at fair value through current
gains/losses according to the Group's business model for managing financial assets and
the contractual cash flow characteristics of financial assets. All affected related financial
assets will be reclassified if and only when the Group changes its business model for
managing financial assets.

The Group classifies the financial assets meeting the following conditions simultaneously
as financial assets measured at amortized cost: D The business model for managing the
financial assets aims at collecting contractual cash flows. 2 The contractual terms of the
financial assets stipulate that the cash flows generated on specified dates solely represent
payments of principal and interest based on the outstanding principal amount. These
financial assets are initially measured at fair value, and relevant transaction costs are
included into the initially recognized amount; subsequent measurement is carried out at
amortized cost. Except for those designated as hedge items, the difference between the
initial recognized amount and the amount due shall be amortized at actual interest rate
and their amortization, impairment and exchange gains/losses as well as gains or losses
arising from derecognition shall be recorded into the current gains/losses.

The Group classifies the financial assets meeting the following conditions simultaneously
as financial assets measured at fair value through other comprehensive income: (D the
business model for managing this financial asset aims at both collecting contractual cash
flows and selling the financial asset. 2 The contractual terms of the financial assets
stipulate that the cash flows generated on specified dates solely represent payments of
principal and interest based on the outstanding principal amount. These financial assets
are initially measured at fair value, and relevant transaction costs are included into the
initially recognized amount. Except for those designated as hedge items, any other gains
or losses arising from such financial assets, except for credit impairment losses or gains,
exchange gains/losses, and interest on the financial asset calculated using the effective
interest rate method, are included in other comprehensive income; when financial assets
are derecognized, the accumulated gains or losses previously included in other
comprehensive income shall be transferred from other comprehensive income and
included in the current gains/losses.

47



Notes to Financial Statements of Konka Group Co., Ltd.
From January 1, 2025 to December 31, 2025
(Amounts are expressed in RMB unless otherwise stated)

The Group recognizes interest income according to the effective interest rate method.
Interest income is calculated and determined according to the book balance of the
financial asset multiplied by the actual interest rate, except for the following circumstances:
(D For the financial asset with credit impairment that has been purchased or originated,
from the initial recognition, the interest income is calculated and determined according to
the amortized cost of the financial asset and the actual interest rate adjusted by credit. 2
For financial assets purchased or originated that have not suffered credit impairment but
have suffered credit impairment in subsequent periods, the interest income shall be
calculated and determined according to the amortized cost and actual interest rate of the
financial assets in subsequent periods.

The Group designates non-trading equity instrument investments as financial assets
measured at fair value through other comprehensive income. Such designation, once
made, may not be revoked. The non-trading equity instrument investments designated by
the Group to be measured at fair value through other comprehensive income are initially
measured at fair value, and the relevant transaction costs are included in the initial
recognition amount; except for dividends obtained (except for the recovery of investment
costs) which are included in the current gains/losses, other relevant gains and losses
(including exchange gains/losses) are included in other comprehensive income and shall
not be subsequently transferred to the current gains/losses. When they are derecognized,
the cumulative gains or losses previously recognized in other comprehensive income are
transferred from other comprehensive income to retained earnings. Equity instrument
investments measured at fair value through other comprehensive income include: Equity
investments to be held in the long term as planned by the Group for strategic purpose, with
no control, joint control or significant influence, and with no active market quotation.
Financial assets other than those classified as financial assets measured at amortized cost
and financial assets measured at fair value through other comprehensive income. The
Group classifies them as financial assets measured at fair value through current
gains/losses. These financial assets are initially measured at fair value, and the relevant
transaction costs are directly included in the current gains/losses. Gains or losses arising
from these financial assets are recorded into the current gains/losses.

The contingent consideration recognized by the Group in a business combination not
under the same control which constitutes a financial asset is classified as financial assets
measured at fair value through current gains/losses.

(3) Classification, Recognition and Measurement of Financial Liabilities

The Group’s financial liabilities are, on initial recognition, classified into financial liabilities
measured at fair value through current gains/losses and other financial liabilities.
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Financial liabilities measured at fair value through current gains/losses include held-for-
trading financial liabilities and financial liabilities designated at initial recognition to be
measured at fair value through current gains/losses. Subsequent measurement is carried
out at fair value, and gains or losses arising from changes in fair value as well as dividends
and interest expenses related to the financial liability are included in current gains/losses.
Other financial liabilities are subsequently measured at amortized cost using the effective
interest rate method. The Group classifies financial liabilities except for the following items
as financial liabilites measured at amortized cost: (DFinancial liabilities measured at fair
value through current gains/losses, including held-for-trading financial liabilities (including
derivative instruments belonging to financial liabilities) and financial liabilities designated to
be measured at fair value through current gains/losses. @Financial liabilities arising from
the transfer of financial assets not meeting the derecognition conditions or continuous
involvement in the transferred financial assets. 3Financial guarantee contracts not
belonging to cases of above (D or (2, and loan commitments at an interest rate lower than
the market rate not belonging to the case in (D.

The Group treats the financial liability arising from contingent consideration recognized as
the purchaser in a business combination not under the same control as measured at fair
value and changes thereof shall be recorded into current gains/losses.

(4) Impairment of financial instruments

Based on expected credit loss, the Group recognizes impairment and provisions for losses
on financial assets measured at amortized cost, debt investments measured at fair value
with changes in fair value recognized in other comprehensive income, contract assets,
lease receivables, loan commitments, and financial guarantee contracts.

1) Measurement of expected credit loss

Expected credit loss refers to the weighted average of the credit losses of financial
instruments weighted by the risk of default. Credit loss refers to the difference between all
contractual cash flows receivable under the contract and all expected cash flows to be
collected, discounted by the Group using the original effective interest rate, i.e., the
present value of all cash shortfalls.

Expected credit loss over the entire lifespan refers to the expected credit loss caused by
all possible default events that may occur during the expected lifespan of a financial
instrument. Expected credit loss in the next 12 months refers to the expected credit loss
caused by a financial instrument default event that may occur within 12 months after the
balance sheet date (if the expected lifespan of the financial instrument is less than 12
months, the actual expected lifespan applies), which is a part of the expected credit loss
over the entire lifespan.
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For accounts receivable, notes receivable, receivables financing, contract assets and other
receivables arising from daily operating activities such as sales of goods and rendering of
labor services, if they do not contain significant financing components, the Group adopts a
simplified measurement method to measure the loss provision at the amount equivalent to
the expected credit loss over the entire lifespan.

For lease receivables, receivables containing significant financing components and
contract assets, the Group adopts the simplified measurement method to measure the loss
provision at the amount equivalent to the expected credit loss over the entire lifespan.

For financial assets (such as debt investments, other debt investments and other
receivables), loan commitments and financial guarantee contracts other than those
measured with the above-mentioned simplified measurement method, the Group adopts
the general method (three-stage method) to accrue the expected credit loss. On each
balance sheet date, the Group assesses whether there is a significant increase in credit
risk since initial recognition. If the credit risk has not increased significantly since initial
recognition, it is in the first stage. In this case, the Group accrues the loss provision at the
amount equivalent to the expected credit loss in the next 12 months, and calculates the
interest income according to the book balance and the effective interest rate; if the credit
risk has increased significantly since initial recognition but credit impairment has not
occurred, it is in the second stage. In this case, the Group accrues the loss provision at an
amount equivalent to the expected credit loss over the entire lifespan, and calculates the
interest income according to the book balance and the effective interest rate; if a credit
impairment occurs after initial recognition, it is in the third stage. In this case, the Group
accrues the loss provision at an amount equivalent to the expected credit loss over the
entire lifespan, and calculates the interest income at amortized cost and effective interest
rate.

For financial instruments with low credit risk on the balance sheet date, the Group
assumes that there is no significant increase in their credit risk since initial recognition.
Regarding the Group's criteria for determining significant increases in credit risk and the
definition of assets with credit impairment, please refer to Note XI.1(2) for disclosure.
When the Group uses the expected credit loss model to assess the impairment of financial
instruments and contract assets, the expected changes in the debtors' credit risk are
inferred based on historical repayment data and in combination with economic policies,
macroeconomic indicators, industry risks and other factors. Different estimates may affect
the provision for impairment, therefore, the provision for impairment already made may not
be equal to the actual amount of impairment loss in the future.

2) Portfolio category and determination basis of provision for impairment made by
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portfolio with credit risk characteristics

The Group assesses the expected credit loss of financial instruments on an individual and
portfolio basis. When assessing on a portfolio basis, the Group divides financial
instruments into different groups based on common credit risk characteristics. The
common credit risk characteristics adopted by the Group include: type of financial
instrument, credit risk rating, and aging of receivables.

3) Judgment criteria for individual provision for impairment of bad debts based on
individual basis

If the credit risk characteristics of a certain customer are significantly different from those
of other customers in the portfolio, or if the credit risk characteristics of that customer have
changed significantly, such as amounts due from related parties; receivables that are in
dispute with the counterparty or involve litigation or arbitration; receivables for which there
are clear indications that the debtor is highly unlikely to be able to fulfill its repayment
obligations, etc.

4) Write-off of provision for impairment

When the Group no longer reasonably expects to recover all or part of the cash flows from
financial asset contracts, the Group directly reduces the carrying amount of the financial
asset. If the written-down financial assets are recovered later, they are included in the
current gains/losses as the reversal of the impairment loss.

(5) Recognition and Measurement of Financial Asset Transfers

The Group derecognizes the financial assets that meet one of the following conditions: D
the contractual right to receive the cash flow from the financial assets is terminated; 2 The
financial assets have been transferred, and the Group has transferred almost all the risks
and rewards of ownership of the financial assets; 3 The financial assets have been
transferred, and the Group has neither transferred nor retained almost all risks and
rewards of ownership of the financial assets, nor has it retained control over the financial
assets.

If the overall transfer of financial assets fulfills the requirements for derecognition, the
difference between the book value of the transferred financial assets and the sum of the
consideration received due to the transfer and the corresponding derecognition part of the
accumulated amount of fair value changes originally directly included in other
comprehensive income (the contract terms involving the transferred financial assets
stipulate that the cash flow generated on a specific date is only the payment of the
principal and interest based on the unpaid principal amount) shall be included in the
current gains/losses.

If the partial transfer of financial assets satisfies the conditions for derecognition, the entire
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book value of the transferred financial assets will be apportioned between the
derecognition portion and the non-derecognition portion according to their relative fair
values, and the consideration received for the transfer and the amount corresponding to
the derecognition of the cumulative amount of changes in fair value originally included in
other comprehensive income that should be apportioned to the derecognition part (the
contractual terms of the transferred financial asset stipulate that cash flows generated on
specific dates are solely payments of principal and interest based on the outstanding
principal amount) and the difference between the total book value of the aforesaid financial
assets allocated is included in the current gains/losses.

(6) The Distinction Between Financial Liabilities and Equity Instruments and Related
Treatment Methods

The Group distinguishes the financial liabilities and equity instruments according to the
following principles: (1) If the Group cannot unconditionally avoid performing a contractual
obligation by delivering cash or other financial assets, the contractual obligation meets the
definition of financial liabilities. Although some financial instruments do not explicitly
include the terms and conditions of the obligation to deliver cash or other financial assets,
they may indirectly form contractual obligations through other terms and conditions. (2) If a
financial instrument must be settled with or can be settled with the Group's own equity
instrument, it is necessary to consider whether the Group's own equity instrument used to
settle the instrument is used as a substitute for cash or other financial assets, or to enable
the holder of the instrument to enjoy the residual equity in the assets of the issuer after
deducting all liabilities. If the former, the instrument is a financial liability of the issuer; if the
latter, the instrument is an equity instrument of the issuer. In some cases, a financial
instrument contract requires the Group to use or be able to use its own equity instrument
to settle the financial instrument, in which the amount of contractual rights or contractual
obligations is equal to the number of its own equity instruments available or to be delivered
multiplied by its fair value at the time of settlement, regardless of whether the amount of
contractual rights or obligations is fixed, or entirely or partially based on changes in
variables other than the market price of the Group's own equity instruments (such as
interest rates, prices of certain commodities or prices of certain financial instruments), the
contract shall be classified as a financial liability.

In classifying financial instruments (or their components) in the consolidated statement, the
Group has taken into account all terms and conditions reached between the Group
members and the holders of financial instruments. If the Group as a whole undertakes the
obligation to deliver cash, other financial assets or settle accounts in other ways that cause
the instrument to become a financial liability due to the instrument, the instrument shall be
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classified as a financial liability.

If financial instruments or their components are financial liabilities, the Group will include
interest, dividends, gains or losses, and gains or losses arising from redemption or
refinancing, etc. in the current gains/losses.

If financial instruments or their components are equity instruments, when they are issued
(including refinancing), repurchased, sold or cancelled, the Group will treat them as
changes in equity and will not recognize changes in the fair value of equity instruments.

(7) Offset of Financial Assets and Financial Liabilities

The Group’s financial assets and liabilities shall be separately presented in the balance
sheet and not set off each other. However, when the following conditions are met
simultaneously, the net amount after mutual offset is presented in the balance sheet: (1)
the Group has the legal right to offset the recognized amount, and such legal right is
currently enforceable; (2) the Group plans to settle them on a net basis, or realize the
financial assets and settle the financial liabilities at the same time.

12. Notes Receivable

For notes receivable, the Group shall measure the provision for loss based on the
expected credit loss amount over the entire period of existence. According to the credit risk
characteristics thereof, except those with separate evaluation of credit risk, notes
receivable can be divided into different combinations:

Item Basis for Combination Determination

Bank acceptance bills The accepter shall be a bank with high credit level and low risks

Commercial acceptance bills Classified by credit risk of accepters (the same as accounts receivable)

13. Accounts receivable

For accounts receivable and contract assets excluding significant financing composition,
the Group shall measure the provision for loss according to the expected credit loss
amount over the entire period of existence.

For accounts receivable, contract assets and lease payment receivable including
significant financing composition, the Group shall always measure the provision for loss
according to the expected credit loss amount over the period of existence.

Except the accounts receivable and contract assets whose credit risks shall be separately
evaluated, the Group shall divide them into different combinations based on the specific

credit risks:
Item Basis for Combination Determination
Aging Combination This portfolio is accounts receivable with aging as the credit risk feature

Related party portfolio | The accounts receivable from the other entities within the consolidation scope
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14. Receivables Financing

The Group’s receivables financing is based on expected credit losses, and provision is
made for impairment reserves in accordance with the expected credit loss measurement
method for notes receivable.

15. Other Receivables

The Group measures the provision for losses of other receivables as below: (D for financial
assets with no significant increase in credit risk since initial recognition, the Group
measures the provision for loss according to the amount of expected credit loss in the next
12 months; @ for financial assets whose credit risk has increased significantly since initial
recognition, the Group measures the provision for loss at an amount equivalent to the
expected credit loss of the financial instrument during the entire lifespan; @ for purchased
or internally generated financial assets which have undergone credit impairment, the
Group measures the provision for loss at an amount equivalent to the expected credit loss
over the entire lifespan. Except other receivables whose credit risks shall be separately
evaluated, the Group shall divide them into different combinations based on the specific
credit risk features:

Item Basis for Combination Determination

Aging Combination This portfolio consists of other receivables with aging as the credit risk feature.

This portfolio's credit risk characteristics are other receivables with extremely low risk, such as

Low-risk portfolio petty cash, security deposits, and deposits.

Related party portfolio | This portfolio consists of other receivables from entities within the Group's consolidation scope.

16. Long-term Receivables

By determining whether the credit risk of long-term receivables increases remarkably after
the initial recognition, the Group shall measure the impairment loss based on the specific
expected credit loss in the following 12 months or during the entire period of existence.
Except for long-term receivables whose credit risks shall be separately evaluated, the
Group shall divide them into different combinations based on the specific credit risk

features:

Item Basis for Combination Determination
Flnan<.:|ng. Lease Uses long-term receivables related to the financing lease as the credit risk characteristics.
Combination

17. Inventories

The Group's inventories mainly include raw materials, products in process, semi-finished
products, products on hand, and entrusted processing materials.

The perpetual inventory system is adopted, and inventories are valued at actual cost upon
acquisition; the actual cost of inventories that have undergone requisition or dispatch is
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determined using the weighted average method. Low-value consumables and packaging
are amortized through the one-off charge-off method.

For merchandise inventories directly for sale, such as finished goods, goods in process,
and materials for sale, their net realizable values are determined at the estimated selling
prices of the inventories minus the estimated selling expenses and relevant taxes and
surcharges; the net realizable value of material inventory held for production purposes is
determined by subtracting the estimated costs to be incurred until completion, estimated
sales expenses, and related taxes from the estimated selling price of the finished products
produced. For inventories with large quantity and low unit price, the provision for inventory
depreciation is made according to the inventory category; for inventories related to the
product series produced and sold in the same area, with the same or similar end use or
purpose, and difficult to be measured separately from other items, the provision for
inventory depreciation is made on a consolidated basis.

The net realizable value refers, in the ordinary course of business, to the amount after
deducting the estimated cost of completion, estimated sale expenses, and relevant taxes
from the estimated sale price of inventories. The net realizable value of inventories shall
be fixed on the basis of valid evidence as well as under consideration of the purpose of
inventories and the effect of events after the balance sheet date.

After recognizing the provision for inventory depreciation, if the factors which caused a
write-down of inventories have disappeared, causing the net realizable value of inventories
to be higher than their book value, the amount of the write-down shall be reversed within
the original amount of provision for inventory depreciation. The reversed amount shall be
included in the current gains/losses.

18. Contract Assets

(1) Recognition methods and standards for contract assets

Contract assets refer to the right of the Group to receive consideration after transferring
goods to customers, and this right depends on factors other than the passage of time. If
the Group sells two clearly distinguishable products to customers, it has the right to
receive payment because one of the products has been delivered, but the payment is also
dependent on the delivery of the other product, the Group recognizes the right to receive
payment as a contract asset.

(2) Determination Method and Accounting Treatment Method of Expected Credit
Loss of Contract Assets

The method for determining the expected credit losses of contract assets involves
measuring the impairment losses of contract assets by referencing the method used for
the impairment loss measurement of receivables as previously described.
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The Group calculates the expected credit loss of contract assets on the balance sheet
date. If the expected credit loss is greater than the book amount of the current provision for
impairment of contract assets, the Group recognizes the difference as an impairment loss
by debiting “impairment loss on assets” and crediting “provision for impairment of contract
assets”. On the contrary, the Group recognizes the difference as an impairment gain and
makes the opposite accounting records.

If the Group actually incurs a credit loss and determines that the relevant contract assets
cannot be recovered, and the write-off is approved, the "provision for impairment of
contract assets" is debited and the "contract assets" is credited according to the approved
write-off amount. If the write-off amount is greater than the provision for losses that has
been made, the difference is debited to "losses from asset impairment".

19. Assets relating to contract costs

(1) Method for determining the amount of assets relating to contract costs

The Group’s assets related to contract costs include contract performance costs and
contract acquisition costs.

Contract performance cost refers to the cost incurred by the Group to perform a contract. If
the contract performance cost does not fall within the scope of other accounting standards
for business enterprises and meets the following conditions at the same time, it is
recognized as an asset under contract performance cost: this cost is directly related to a
current or expected contract, including direct labor, direct materials, manufacturing
expenses, costs clearly borne by the customer, as well as other costs incurred only due to
this contract; this cost increases the Group's future resources to meet its performance
obligations; this cost is expected to be recovered.

Contract acquisition cost refers to the incremental cost incurred by the Group to obtain the
contract that is expected to be recovered. It is recognized as an asset under contract
acquisition cost; if the amortization period of the asset does not exceed one year, the
asset is included in the current gains/losses when the amortization occurs. Incremental
cost refers to the cost (such as sales commission, etc.) that the Group will not incur
without obtaining the contract. The Group's expenses incurred in obtaining the contract,
other than the expected recoverable incremental cost (such as travel expenses incurred
regardless of whether the contract is obtained, etc.), are included in the current
gains/losses when they are incurred, except when clearly borne by the customer.

(2) Amortization of assets relating to contract costs

The Group’s assets related to contract costs are amortized on the same basis as the
commodity revenue recognition related to the asset and included in the current
gains/losses.
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(3) Impairment of assets relating to contract costs

When determining the impairment loss of assets related to contract costs, the Group first
determines the impairment loss of other assets related to the contract recognized in
accordance with other relevant accounting standards for business enterprises; if its book
value is higher than the difference between the remaining consideration expected to be
obtained by the Group from the transfer of the goods related to the asset and the
estimated cost to be incurred for the transfer of the relevant goods, the excess shall be
provided for impairment and recognized as asset impairment loss.

If the impairment factors of the previous period have changed, and the aforementioned
difference is higher than the book value of the asset, the original provision for asset
impairment shall be reversed and included in the current gains/losses, but the book value
of the asset after the reversal shall not exceed, assuming no provision for impairment is
made, the book value of the asset on the date of reversal.

20. Long-term equity investments

The Group's long-term equity investments are mainly investments in subsidiaries and
associates.

The Group’s judgment on joint control is based on the fact that all participants or a
combination of participants collectively control the arrangement and that the policies of the
activities related to the arrangement shall be unanimously agreed by those participants
who collectively control the arrangement.

The Group is generally considered to have a significant influence on the investee when it
owns, directly or indirectly through a subsidiary, above 20% but below 50% of the voting
rights of the investee. If the Group holds less than 20% of the voting rights of the investee,
it also needs to judge whether the Group has a significant influence on the investee by
taking into account the facts and circumstances such as having representatives on the
Board of Directors or similar authority of the investee, or participating in the process of
formulating financial and operating policies of the investee, or having major transactions
with the investee, or sending management personnel to the investee, or providing key
technical information to the investee.

If control over the investee is formed, it is a subsidiary of the Group. For long-term equity
investment acquired through business combination under the same control, the initial
investment cost of the long-term equity investments is recorded at the merger date based
on the acquisition of the merged party's share of the book value of the net assets of the
ultimate controller in the consolidated financial statements. If the book value of the net
assets of the merged party on the merger date is negative, the cost of long-term equity
investments is determined as zero.
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If the business combination that is ultimately formed through multiple transactions to
acquire the equity of the investee under the same control belongs to a package deal, the
Group shall conduct accounting treatment to treat each transaction as a single transaction
to acquire control. If the transaction is not a package deal, the initial investment cost of the
long-term equity investment is based on the share of the book value of the net assets of
the merged party in the consolidated financial statements of the ultimate controller at the
merger date. The difference between the initial investment cost and the sum of the book
value of the long-term equity investment before the merger plus the book value of the new
consideration paid for further acquisition of shares at the merger date shall offset against
capital reserve; and where capital reserve is insufficient to be offset, the retained earnings
shall be adjusted.

For long-term equity investment acquired through business combination not under the
same control, the initial investment cost shall be the consolidation cost.

If the business combination that is ultimately formed through multiple transactions to
acquire the equity of the investee not under the same control belongs to a package deal,
the Group will conduct accounting treatment to treat each transaction as a single
transaction to acquire control. If the transaction is not a package deal, the sum of the book
value of the equity investment originally held plus the cost of the new investment shall be
the initial investment cost calculated in accordance with the cost method. If the equity held
prior to the purchase date is accounted for by the equity method, the relevant other
comprehensive income accounted for by the original equity method shall not be adjusted.
The same basis of accounting as that used for the direct disposal of the related assets or
liabilities by the investee is used for the disposal of the investment. If the equity held
before the purchase date is designated as the financial assets measured at fair value
through other comprehensive income, the cumulative gains or losses of the equity
originally recognized in other comprehensive income shall be transferred from other
comprehensive income and recognized in retained earnings; if it is a financial asset
measured at fair value through current gains/losses, the gains or losses of the equity
originally included in the gains/losses from changes in fair value need not be transferred to
investment income. If the equity held prior to the purchase date is an investment for other
equity instruments, the changes in fair value of the equity investment accumulated in other
comprehensive income before the purchase date shall be transferred to the retained
earnings.

Except for the above long-term equity investments obtained through business
combinations, long-term equity investments obtained through cash payments are
recognized as investment costs based on the actual purchase price paid; for long-term
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equity investments acquired by issuing equity securities, the fair value of the issued equity
securities is taken as the investment cost; for long-term equity investments invested by
investors, the value agreed in the investment contract or agreement shall be taken as the
investment cost.

The Group calculates its investments in subsidiaries through the cost method and its
investments in joint ventures and associates through the equity method.

For long-term equity investments calculated by the cost method for subsequent
measurement, the book value of the cost of long-term equity investments shall be
increased by the fair value of the cost amount paid for the additional investment and
relevant transaction costs incurred when the additional investment is made. Cash
dividends or profits declared by the investee are recognized as investment income for the
current period in accordance with the due amount.

For the long-term equity investment whose subsequent measurement adopts the equity
method, the book value of the long-term equity investment will increase or decrease
accordingly with the change of the owner's equity of the investee. In recognizing the share
of net gains/losses of an investee, the fair value of the identifiable assets of the investee at
the time of investment acquisition is used as the basis for recognizing the net profit of the
investee in accordance with the Group's accounting policies and accounting periods, with
the offsetting of the portion of gains/losses on internal transactions with associates and
joint ventures that are attributable to the investor based on the proportion of the investor's
ownership interest, and the net profit of the investee is recognized after adjustments are
made to the net profit of the investee.

For the disposal of a long-term equity investment, the difference between its book value
and the actual proceeds is included in the current investment income. For long-term equity
investments accounted for using the equity method, the relevant other comprehensive
income accounted for using the original equity method shall be accounted for on the same
basis as the investee's direct disposal of relevant assets or liabilities when the equity
method is terminated. The owner's equity recognized due to other changes in owner's
equity of the investee other than net gains/losses, other comprehensive income and profit
distribution shall be fully transferred into the current investment income when the equity
method is terminated.

If common control or significant influence over an investee is lost due to the disposal of a
portion of the equity investment, etc., the remaining equity interest after disposal is
reclassified to be accounted for in accordance with the relevant provisions of the
guidelines for the recognition and measurement of financial instruments, and the
difference between the fair value of the remaining equity interest at the date of the loss of
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common control or significant influence and its book value is recognized in current
gains/losses. Any other comprehensive income previously recognized under the equity
method for the original equity investment is accounted for on the same basis as if the
investee had directly disposed of related assets or liabilities once the equity method
ceases to apply, and is carried forward proportionally. The owner's equity recognized due
to other changes in owner's equity of the investee other than net gains/losses, other
comprehensive income and profit distribution shall be proportionally transferred into the
current investment income.

In case that the control over the investee is lost due to the disposal of part of the long-term
equity investments, if the remaining equity after disposal can exercise joint control or
significant influence on the investee, the accounting method is changed to the equity
method. The difference between the book value of the disposed equity and the disposal
consideration shall be included in the investment income, and the remaining equity is
adjusted as if it were accounted for using the equity method from the time of acquisition; if
the remaining equity after disposal is insufficient for exercising joint control or significant
influence on the investee, accounting treatment shall be made in accordance with the
relevant provisions of the recognition and measurement standards for financial instruments.
The difference between the book value of the disposed equity and the disposal
consideration shall be included in the investment income, and the difference between the
fair value and the book value of the remaining equity on the date of loss of control is
included in the current gains/losses.

If the Group's transactions of step-by-step disposal of equity to loss of control do not
belong to a package deal, accounting treatment shall be carried out for each transaction
separately. If it is a "package deal", each transaction will be treated as a transaction of
disposal of subsidiaries and loss of control. However, before the loss of control, the
difference between the disposal price of each transaction and the book value of the long-
term equity investment corresponding to the disposed equity will be recognized as other
comprehensive income, and when the control is lost, it will be transferred to the current
gains/losses of loss of control.

21. Investment properties

The term "investment property" refers to the real estate held for generating rent and/or
capital appreciation. Investment properties include leased land use rights, land use rights
held for transfer upon appreciation, and leased buildings, etc. In addition, if the Board of
Directors (or similar organizations) makes a written resolution to use the vacant buildings
held by the Group for operating lease and the holding intention will not change in a short
time, they will also be listed as investment properties.
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The initial measurement of the investment property shall be made at its cost. For
subsequent expenses related to the investment property, if the economic benefits related
to the asset are likely to flow in and the cost can be measured reliably, they are included in
the cost of the investment property. Other subsequent expenses are included in the
current gains/losses when incurred.

The Group adopts the cost model for the subsequent measurement of investment
properties, and depreciates or amortizes them in accordance with a policy consistent with
that for buildings or land use rights.

For details of impairment test method and withdrawal method of impairment provision of
investment properties, please refer to Note IV. 27. "Long-term assets impairment".

The Group's investment properties adopt the average life method for depreciation or
amortization. The expected service life, net residual value rate and annual depreciation
(amortization) rate of all kinds of investment properties shall refer to the depreciation policy
for buildings under fixed assets and the amortization policy for land use rights under
intangible assets.

When owner-occupied real estate or inventories are changed into investment property or
investment property is changed into owner-occupied real estate, the book value prior to
the change shall be the entry value after the change.

When an investment property is changed to an owner-occupied real estate, it would be
transferred to fixed assets or intangible assets at the date of such change. When an
owner-occupied real estate is changed to be held to earn rental or for capital appreciation,
the fixed asset or intangible asset is transferred to investment property at the date of such
change. When a property is converted to an investment property measured using the cost
model, the book value before conversion is taken as the entry value after conversion;
when a property is converted into an investment property measured at fair value, the fair
value on the conversion date is recognized as the entry value after conversion.

An investment property is derecognized on disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from its
disposal. The amount of proceeds on sale, transfer, retirement or damage of an
investment property less its carrying amount and related taxes and expenses is
recognized in the current gains/losses in the period in which it is incurred.

22. Fixed assets

The Group’s fixed assets are tangible assets held for the production of goods, provision of
services, rental or operation management and have a useful life of more than one year.
Fixed assets should be recognized when it is probable that the economic benefits
associated with them will be incorporated into the Group and their cost can be measured
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reliably. The Group’s fixed assets include buildings and constructions, machinery and
equipment, electronic equipment, transportation equipment, and other equipment.

The Group depreciates all fixed assets by the straight-line method, except for fully
depreciated fixed assets that continue to be used and land that is separately valued. The
straight-line depreciation method (SLD) is adopted. The classified depreciation life,
estimated net residual value rate and depreciation rate of the Group's fixed assets are as

follows:
Depreciation period | Expected residual Annual
No. Category Depreciation method P P P depreciation rate
(year) value rate (%) (%)
(1]
1 Housing and Straightine 20-40 5-10.00 2.25-4.75
building depreciation
2 Machinery Straight-line 5-10 5-10.00 9.00-19.00
Equipment depreciation
3 Electronic Straight-line 35 5-10.00 18.00-31.67
Equipment depreciation
4 Transportation Straight-line 35 5-10.00 18.00-31.67
equipment depreciation
5 Other equipment Straight-line 5 5-10.00 18.00-19.00
depreciation

The estimated useful life, estimated net salvage value and depreciation method of fixed
assets are reviewed at the end of each year. Accounting estimate changes are applied
when changes are required.

23. Construction in progress

The cost of construction in progress is determined based on actual project expenditures,
including all necessary project expenditures incurred during construction, borrowing costs
to be capitalized before the project reaches its predetermined usable state, and other
related expenses, etc.

On the date when the construction in progress reaches its intended usable state, fixed
assets are carried forward at the estimated value based on the project budget, cost or
actual cost of the project, etc. Depreciation starts from the following month, and the
difference in the original value of fixed assets is adjusted after the completion of the final
accounting procedures.

Construction in progress is transferred to fixed assets upon reaching the predetermined
usable state, with the criteria as follows:

Item Criteria for carrying forward fixed assets

The main construction project and ancillary projects are substantially completed, meeting
the predetermined design requirements. Upon joint acceptance by the Company’s
Housing and building Engineering Department and units responsible for surveying, design, construction,
supervision, etc., and government departments such as the Fire Services Department and
the Housing Authority, and reaching the predetermined usable state following process
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Item Criteria for carrying forward fixed assets

approval, it is transferred to fixed assets.

The equipment management department and the equipment manufacturer are jointly
responsible for the installation and commissioning of the equipment, including hardware
debugging, process conditions debugging, etc. Upon completion of debugging and reaching
the predetermined usable state following process approval, it is transferred to fixed assets.

Machinery Equipment

24. Borrowing costs

The Group capitalizes borrowing costs directly attributable to the acquisition, construction,
or production of qualifying assets as part of the cost of those assets, and other borrowing
costs are included in the current gains/losses. The assets that meet the capitalization
conditions determined by the Group include the borrowing costs of fixed assets,
investment real estate and inventories that need more than one year of acquisition and
construction or production activities to reach the expected serviceable or marketable
status. Capitalization starts when asset expenditures have been incurred, borrowing costs
have been incurred, and necessary purchasing, construction, or production activities have
begun to bring the assets to their intended usable or marketable status; when the acquired
and constructed, or produced assets that meet the capitalization conditions have reached
the working condition for their intended use or sale, the capitalization is ceased, and the
borrowing costs incurred thereafter are included in the current gains/losses. If there is an
abnormal interruption in the acquisition, construction or production of assets that meet the
capitalization conditions and the interruption lasts for more than 3 consecutive months, the
capitalization of borrowing costs will be suspended until the acquisition, construction or
production of assets starts again.

During each accounting period within the capitalization process, the Group recognizes the
capitalization amount of borrowing costs using the following method: for specialized
borrowings, the capitalization amount is based on the actual interest expenses incurred in
the current period, after deducting the interest income earned from unused borrowing
funds deposited in the bank or investment income earned from temporary investments;
where general borrowings are used, they shall be determined by multiplying the weighted
average of asset disbursements of the part of accumulated asset disbursements
exceeding specialized borrowings by the capitalization rate of used general borrowings,
and the capitalization rate is calculated and determined according to the weighted average
interest rate of the general borrowings.

25. Right-of-use assets

The right-of-use assets refer to the right of the Group as the lessee to use the leased
assets during the lease term.
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(1) Initial Measurement

On the commencement date of the lease term, the Group uses the cost for initial
measurement of right-of-use assets. The cost includes the following four items: (D initial
measurement amount of the lease liabilities; (2) lease payment amount paid on or before
the start date of the lease term. If there is any lease incentive, the lease incentive amounts
that have been enjoyed are deducted; 3 the initial direct costs incurred, i.e. the
incremental costs incurred in obtaining the lease agreement; 4 the cost expected to be
incurred for dismantling and removing the leased assets, restoring the site where the
leased assets are located, or restoring the leased assets to the state agreed upon in the
lease terms, except for those incurred for the production of inventory.

(2) Subsequent Measurement

After the commencement date of the lease term, the Group adopts the cost model to carry
out subsequent measurement of the right-of-use assets, that is, the right-of-use assets are
measured at cost less accumulated depreciation and accumulated impairment losses. If
the Group re-measures the lease liabilities according to the relevant provisions of the
lease standards, the book value of the right-of-use assets shall be adjusted accordingly.
(3) Depreciation of right-of-use assets

From the commencement date of the lease term, the Group accrues depreciation on the
right-of-use assets. Right-of-use assets are usually depreciated from the month when the
lease term begins. The accrued depreciation amount is included in the cost of related
assets or current gains/losses according to the use of the right-of-use assets.

When determining the depreciation method of the right-of-use assets, the Group makes a
decision based on the expected consumption mode of the economic benefits related to the
right-of-use assets, and accrues depreciation for the right-of-use assets using the straight-
line method.

When determining the depreciation life of right-of-use assets, the Group follows the
following principles: if it can be reasonably determined that the ownership of the leased
assets will be obtained at the expiration of the lease term, the depreciation is accrued over
the remaining service life of the leased assets; if it cannot be reasonably determined that
the ownership of the leased asset can be obtained at the expiration of the lease term, the
depreciation is accrued over the shorter of the lease term or the remaining service life of
the leased asset.

(4) Impairment of right-of-use assets

If the right-of-use assets are impaired, the Group carries out subsequent depreciation
according to the book value of the right-of-use assets after deducting the impairment loss.
26. Intangible assets
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Intangible assets of the Group include land use rights, patented technologies, non-
patented technologies, etc. They are measured at the actual cost on acquisition.
Specifically, for purchased intangible assets, the actual price paid and other relevant
expenses are taken as the actual cost; for intangible assets invested by investors, the
value agreed in the investment contract or agreement is taken as the actual cost. However,
if the value agreed in the contract or agreement is not fair, the actual cost is determined
according to the fair value; for intangible assets such as patents acquired from a merger
not under the same control, if they were owned by the acquired party but not recognized in
its financial statements, they shall be recognized as intangible assets at fair value upon
initial recognition of the acquired party's assets.

(1) Service life and its determination basis, estimation, amortization method, or
review procedure
Intangible assets of the Group include land use rights, patented technologies, non-
patented technologies, etc. They are measured at the actual cost on acquisition.
Specifically, for purchased intangible assets, the actual price paid and other relevant
expenses are taken as the actual cost; for intangible assets invested by investors, the
value agreed in the investment contract or agreement is taken as the actual cost. However,
if the value agreed in the contract or agreement is not fair, the actual cost is determined
according to the fair value; for intangible assets such as patents acquired from a merger
not under the same control, if they were owned by the acquired party but not recognized in
its financial statements, they shall be recognized as intangible assets at fair value upon
initial recognition of the acquired party's assets.

(2) Scope of R&amp;D expenditures and related accounting treatments
The scope of the Group's R&amp;D expenditures includes salaries of R&amp;D personnel,
direct input costs, depreciation and amortization, design fees, equipment testing fees, fees
for R&amp;D outsourced to external parties, and other expenses.
The Group classifies its internal research and development project expenditures into
expenditure on the research phase and expenditure on the development phase, based on
the nature of the expenditures and the degree of uncertainty in whether the R&amp;D
activities will result in an intangible asset. Expenditure on the research phase is
recognized in current gains/losses when incurred. Expenditure on the development phase
is capitalized when all of the following conditions are met:
The Group has assessed the technical feasibility of completing the intangible asset so that
it will be available for use or sale;
The Group intends to complete the intangible asset and use or sell it;

It is probable that the intangible asset will generate future economic benefits;
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The Group has the adequate technical, financial, and other resources to complete the
development and to use or sell the intangible asset;

The expenditure attributable to the development phase of the intangible asset can be
measured reliably. Development phase expenditures not meeting these capitalization
criteria are recognized in current gains/losses for the period when incurred.

27. Impairment of long-term assets

For non-current non-financial assets of fixed assets, projects under construction, intangible
assets with limited service life, investment property measured using the cost model, and
long-term equity investments in subsidiaries, joint ventures, and associates, the Group
shall assess at the balance sheet date whether there is any indication of impairment. If
such indication exists, the recoverable amount shall be estimated and an impairment test
conducted. Goodwill, intangible assets with indefinite service life, and intangible assets not
yet available for use shall be tested for impairment at the end of each year regardless of
whether there is any indication of impairment.

(1) Impairment of non-current assets other than financial assets (except goodwill)
If the impairment test result shows that the recoverable amount of an asset is less than its
book value, an impairment provision for the difference shall be made and recorded in
impairment losses. The recoverable amount is the higher of the net amount of the asset's
fair value less disposal costs and the present value of the asset's estimated future cash
flows. The fair value of the asset is determined according to the sales agreement price in
an arm's length transaction; if there is no sales agreement but there is an active market for
the asset, the fair value is determined based on the buyer's offer for the asset; if there is
neither a sales agreement nor an active market for the asset, the fair value is estimated
based on the best available information. Disposal costs include legal fees, related taxes,
freight charges, and other direct costs incurred to bring the asset to a saleable condition.
The present value of the asset's estimated future cash flows is determined by discounting
the asset's estimated future cash flows during continued use and upon disposal using an
appropriate discount rate. Impairment provisions for assets are calculated and recognized
on the basis of individual assets. If it is difficult to estimate the recoverable amount of an
individual asset, the recoverable amount is determined for the asset group to which the
asset belongs. An asset group is the smallest combination of assets that generates cash
inflows independently.

(2) Impairment of goodwill
In the impairment test, the book value of goodwill presented separately in the financial
statements is allocated to the asset group or groups of asset groups expected to benefit
from the synergies of the business combination. If the impairment test result shows that
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the recoverable amount of the asset group or groups of asset groups containing the
allocated goodwill is less than its book value, the corresponding impairment loss is
recognized. The amount of impairment loss is first used to reduce the book value of
goodwill allocated to the asset group or groups of asset groups, and then the book value of
other assets is reduced proportionately based on their respective book values within the
asset group or groups of asset groups (excluding goodwill).

The methodology, parameters, and assumptions for the goodwill impairment test are
detailed in Note VI.19.

Once recognized, the above impairment losses on assets shall not be reversed in
subsequent accounting periods.

28. Long-term deferred expenses

The Group's long-term deferred expenses include renovation costs, mold costs, and so on.
These expenses are amortized evenly over the benefit period. If a long-term deferred
expense item cannot generate benefits for future accounting periods, the unamortized
value of the item shall be fully transferred to current gains/losses.

29. Contract liabilities

Contract liabilities refer to the obligation of the Group to transfer goods to customers for
consideration received or receivable from customers. Before the transfer of goods, if the
customer has paid the consideration or if the Group has obtained the right to
unconditionally collect the contract consideration, the contract liabilities shall be
recognized based on the amount received or receivable at the earlier of the customer's
actual payment date or the payment due date.

30. Employee compensation

Employee compensation of the Group includes short-term compensation, post-
employment benefits, termination benefits, and other long-term benefits.

Short-term compensation mainly includes wages, bonuses, allowances and subsidies,
employee welfare expenses, medical insurance, maternity insurance, employment injury
insurance, housing provident fund, labor union expenses, staff education expenses, and
non-monetary benefits. During the accounting period when employees provide services,
the actual short-term compensation is recognized as a liability and included in current
gains/losses or the cost of related assets depending on the beneficiary.

The post-employment benefits mainly include the basic endowment insurance, etc. They
are divided into defined contribution plans and defined benefit plans in accordance with the
risks and obligations undertaken by the Group. According to the defined contribution plan,
the deposit paid to a separate entity in exchange for the services provided by the
employees during the accounting period on the balance sheet date is recognized as
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liabilities, and shall be included in the current gains/losses or the cost of related assets
according to the beneficiary. If the Group has a defined benefit plan, the specific
accounting method should be explained.

When terminating labour relations before expiration of contract, or layoffs with
compensations, and the Group cannot unilaterally withdraw the plan for terminating labour
relations or layoff proposal, the liabilities arising from dismissal welfare shall be recognized
and included in current gains/losses at the earlier of the date the related costs of dismissal
welfare in connection with a restructuring are recognized or the date when the dismissal
welfare cannot be withdrawn unilaterally. However, dismissal welfare not fully paid within
12 months after Reporting Period should be handled the same as other long-term
employees’ payrolls.

The internal employee retirement plan is treated by adopting the same principle as the
above dismissal welfare. The Group would record the salary and the social security
insurance fees paid and so on from the employee’s service termination date to normal
retirement date into current gains/losses (dismissal welfare) under the condition that they
meet the recognition conditions of estimated liabilities.

The other long-term welfare that the Group offers to the staffs, if meeting the defined
contribution plan, should be accounting disposed according to the defined contribution
plan, while the rest should be disposed according to the defined benefit plan.

31. Lease liabilities

(1) Initial Measurement

The Group initially measures the lease obligation at the present value of the lease
payments outstanding at the lease commencement date.

1) Lease payments

Lease payment amount refers to the amount paid by the Group to the lessor in relation to
the right to use the leased asset during the lease term, including: @ fixed payment amount
and substantially fixed payment amount, with lease incentives (if any) deducted from the
relevant amount; @ The amount of variable lease payments that depend on an index or
ratio, which is determined at the time of initial measurement based on the index or ratio at
the commencement date of the lease term; 3 the exercise price of the purchase option
when the Group reasonably determines that the purchase option will be exercised; @ The
amount needs to be paid for exercising the lease termination option when the lease term
reflects that the Group will exercise the option to terminate the lease; &) The amount
expected to be paid according to the residual value of the guarantee provided by the
Group.

2) Rate of discount
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When calculating the present value of the lease payments, the Group uses the interest
rate implicit in lease as the rate of discount, which is the interest rate at which the sum of
the present value of the lessor's lease receipts and the present value of the unsecured
residual value equals the sum of the fair value of the leased asset and the lessor's initial
direct expenses. If the Group fails to determine the interest rate implicit in lease, the
incremental borrowing rate will be used as the rate of discount. The incremental borrowing
rate shall mean the interest rate payable by the Group to borrow funds under similar
mortgage conditions during similar periods to acquire assets close to the value of the right-
of-use assets under similar economic circumstances. The interest rate is related to the
following matters: (D the Group's own situation, that is, the company's solvency and credit
status; @ The term of the "borrowing", i.e., the lease term; (3 the amount of "borrowed"
funds, i.e. the amount of the lease liability; 4 "collateral conditions", i.e. the nature and
quality of the subject assets; (5 economic circumstances, including the jurisdiction in which
the lessee is located, pricing currency, time of contract signing, etc. The incremental
borrowing rate is based on the Group's latest asset-based lending interest rate for similar
assets and adjusted to take into account the above factors.

(2) Subsequent Measurement

After the lease commencement date, the Group measures the lease liability in accordance
with the following principles: (D when recognizing the interest on the lease liability, the
carrying amount of the lease liability is increased; @ when the lease payment is made, the
book amount of the lease liability is reduced; 3 when the lease payment changes due to
revaluation or lease change, the book value of the lease liability is re-measured.

The Group calculates the interest expenses of the lease obligations during each period of
the lease term at a fixed periodic interest rate, and includes them (except those that shall
be capitalized) in current gains/losses. Periodic rate refers to the rate of discount adopted
by the Group when initially measuring lease liabilities, or the revised rate of discount
adopted by the Group when lease liabilities need to be remeasured according to the
revised rate of discount due to changes in lease payments or lease changes.

(3) Re-measurement

After the lease commencement date, the Group re-measures the lease liability based on
the present value of the changed lease payment and adjusts the book value of the right-of-
use assets accordingly when the following circumstances occur. If the carrying amount of
the right-of-use asset has been reduced to zero, but the lease liability still needs to be
further reduced, the Group recognizes the remaining amount in current gains/losses. (D
there have been changes in substantially fixed payments (in which case the original
discount rate is adopted); 2 there have been changes in the estimated payable amount of
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the guarantee residual value (in which case, the original discount rate is adopted); 3 there
have been changes in the index or ratio used to determine the lease payments (in which
case the revised discount rate is adopted); 4 there have been changes in the valuation
results of the purchase option (in which case the revised discount rate is adopted); &
there have been changes in the evaluation results or actual exercise of the option to renew
or terminate the lease (in which case, the revised discount rate is adopted).

32. Provisions

When an obligation related to a contingency meets the following conditions simultaneously,
it is recognized as an estimated liability: (1) the obligation is a present obligation
undertaken by the Group; (2) the performance of the obligation is likely to result in an
outflow of economic benefits; (3) the amount of the obligation can be reliably measured.
The provisions are initially measured in accordance with the optimal estimate of the
necessary expenses for the fulfillment of the current obligation, with the risks related to
contingent matters, uncertainty, the time value of money, and other factors taken into
consideration. The Group reviews the current best estimate of provisions at the balance
sheet date and adjusts the carrying amount of the provision as necessary.

When all or some of the expenses necessary for the liquidation of provisions are expected
to be compensated by a third party, the compensation should be separately recognized as
an asset only when it is virtually certain that the reimbursement will be obtained. Besides,
the amount recognized for the reimbursement should not exceed the book value of the
estimated liabilities.

33. Preferred shares, perpetual bonds and other financial instruments

Preferred shares and perpetual debt classified as debt instruments shall be initially
measured at their fair value less transaction costs, and subsequently measured at
amortized cost using the effective interest rate method. Interest expenses or dividend
distributions thereon shall be accounted for in accordance with borrowing costs. Gains or
losses arising from their repurchase or redemption shall be recognized in current
gains/losses.

For preferred shares and perpetual bonds classified as equity instruments, the
consideration received upon issuance, net of transaction costs, is added to owners' equity.
Their interest expense or dividend distributions are treated as profit distribution, and any
repurchase or cancellation is treated as a change in equity.

34. Principles of revenue recognition and measurement methods

(1) General principles

The Group has fulfilled the performance obligations in the contract, that is, when the
customer obtains control of the relevant goods or services, revenue is recognized.
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Obtaining control over related goods or services means being able to lead the use of the
goods or the provision of such services and obtain almost all of the economic benefits from
it.

Performance obligation refers to the Group's commitment in a contract to transfer clearly
distinguishable goods to the customer. A performance obligation of the Group is deemed
as an obligation to be fulfilled within a certain period of time if one of the following
conditions is met; otherwise, the performance obligation is satisfied at a point in time:

(D The customer obtains and consumes the economic benefits brought by the Group's
performance at the same time as the Group performs the contract;

2 The customer is capable of controlling the goods under construction during the
performance of the Group;

@ The goods produced during the performance of the Group have irreplaceable uses, and
the Group has the right to receive payment for the performance accumulated to date
throughout the contract period.

For performance obligations performed within a certain period of time, the Group
recognizes revenue according to the performance progress during that period. When the
performance progress cannot be reasonably determined, if the cost incurred by the Group
is expected to be compensated, the revenue shall be recognized according to the amount
of the cost incurred until the performance progress can be reasonably determined.

For performance obligations performed at a certain point in time, the Group recognizes
revenue at the point in time when the customer obtains control of the relevant goods or
services. When determining whether a customer has obtained control over goods, the
Group considers the following indications:

(D The Group has the current right to receive the payment for the goods, that is, the
customer has the current obligation to pay for the goods;

@ The Group has transferred the legal ownership of the goods to the customer, that is, the
customer already has legal ownership of the goods;

@ The Group has physically transferred the goods to the customer, that is, the customer
has physically taken possession of the goods;

@ The Group has transferred the significant risks and rewards pertaining to the ownership
of the goods to the customer, that is, the customer has obtained the significant risks and
rewards;

(5 The customer has accepted the goods or services, etc.;

(© Other signs indicating that the customer has gained control of the goods.

The Group's right to consideration in exchange for goods or services that the Group has
transferred to a customer is presented as a contract asset. An impairment loss is
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recognized for contract assets based on expected credit losses. The Group's unconditional
right to receive consideration from a customer is presented as a receivable. The Group's
obligation to transfer goods or services to a customer for which the Group has received
consideration from the customer is presented as a contract liability.

(2) Principles of revenue measurement

1) If the contract contains two or more performance obligations, at the commencement
date of the contract, the Group will allocate the transaction price to each single
performance obligation based on the relative proportion of the stand-alone selling price of
the goods or services promised under each single performance obligation. Revenue is
measured at the transaction price of each single performance obligation.

2) The transaction price is the amount of consideration that the Company expects to be
entitled to receive due to the transfer of goods or services to customers, excluding
payments collected on behalf of third parties and payments expected to be returned to
customers. The transaction price recognised by the Group does not exceed the amount for
which it is highly probable that cumulative revenue already recognised will not be
significantly reversed when the related uncertainties are resolved. Amounts expected to be
refunded to the customer are treated as a liability and not included in the transaction price.
3) Where a contract contains variable consideration, such as cash discounts and price
protection included in certain contracts between the Group and its customers, the Group
determines the best estimate of variable consideration using the expected value method or
the most likely amount method. However, the transaction price including variable
consideration is constrained to an amount that, in relation to the cumulative revenue
already recognised, is highly probable not to result in a significant reversal when the
related uncertainties are resolved.

4) For consideration payable to a customer, the Group deducts such consideration from
the transaction price and reduces current revenue at the later of when the related revenue
is recognised and when the consideration is paid (or promised to be paid) to the customer,
unless the consideration payable is in exchange for other distinct goods or services
obtained from the customer.

5) For sales with sales return clauses, when the customer obtains control of the relevant
goods, the Group recognizes the revenue at the amount of consideration expected to be
received due to the transfer of goods to the customer, and recognizes the amount
expected to be refunded due to sales return as estimated liabilities; in addition, the
balance of the expected book value of the returned goods at the time of transfer less the
expected cost of recovering the goods (including the impairment of the value of the
returned goods) is recognized as an asset, i.e. the return cost receivable. The net amount
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of the above asset cost is carried forward according to the book value of the transferred
goods at the time of assignment. On each balance sheet date, the Group re-estimates the
future sales returns and re-measures the aforementioned assets and liabilities.

6) If there is a significant financing component in the contract, the Group shall determine
the transaction price according to the payable amount that is assumed to be paid in cash
by the customer when the customer obtains the right of control over goods or services.
The difference between the transaction price and the promised consideration in the
contract is amortized over the contract period using the effective interest method, with the
discount rate being the one that discounts the nominal amount of the contract
consideration to the cash selling price of the goods. On the starting date of the contract,
the Group expects that the time between the customer's acquisition of control of the goods
or services and the customer's payment of the price will not exceed one year, regardless
of the significant financing components in the contract.

7) According to contractual agreements, legal provisions, etc., the Group provides quality
assurance for the products sold and the assets built. For guarantee-type quality assurance
to assure customers that the goods sold meet the established standards, the Group
conducts accounting treatment in accordance with "contingent events-estimated liabilities".
For service-type quality assurance where a separate service is provided in addition to the
assurance to the customer that the goods sold meet the established standards, the Group
treats it as a single performance obligation and apportions a portion of the transaction
price to the service-type quality assurance based on the relative proportions of the
separate selling prices of the goods and the service-type quality assurance provided and
recognizes revenue when the customer obtains control of the service. When assessing
whether the quality assurance provides a separate service in addition to ensuring that the
products sold meet the established standards, the Group considers whether the quality
assurance is a legal requirement, the quality assurance period, and the nature of the
Group's commitment to perform the tasks.

8) When a contract modification occurs between the Group and a customer: (D if the
modification adds distinct construction services and the contract price increases by an
amount that reflects the standalone selling price of the additional construction services, the
Group accounts for the contract modification as a separate contract; @ If the contract
modification does not meet the criteria in (D, and the construction services transferred
before the modification date are distinct from those not yet transferred, the Group accounts
for the modification as a termination of the original contract. The remaining performance
obligations of the original contract and the modification are combined and treated as a new
contract. 3 If the contract modification does not meet the criteria in (D, and the
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construction services transferred before the modification date are not distinct from those
not yet transferred, the Group accounts for the modification as part of the original contract.
The effect of the modification on revenue previously recognized is recognized as an
adjustment to revenue in the period in which the modification occurs.

(3) Specific methods

The revenue of the Group mainly consists of the income from main business and the
income from other businesses.

(D Revenue Recognized at a Point in Time

The Group's sales of household appliances, electronic components, etc., belong to the
performance obligation performed at a certain point in time.

Recognition conditions for income from domestic sales of goods and overseas direct sales
of goods: The Group has delivered the product to the customer in accordance with the
contract and the customer has received the product, the payment has been recovered or
the receipt of payment has been obtained, and the relevant economic benefits are likely to
flow in. The main risks and rewards have been transferred, and the legal ownership of the
goods has been transferred.

Conditions for confirming the income of exported goods: The Group has declared the
products for export according to the contract, obtained the bill of lading, and delivered the
goods to the carrier entrusted by the purchaser. The payment has been recovered or the
receipt of payment has been obtained and relevant economic benefits are likely to flow in.
The main risks and rewards of commodity ownership have been transferred, and the legal
ownership of commodities has been transferred.

@ Revenue Recognized Over Time

The Group's business contracts with customers for project construction, operating leases,
etc. are performance obligations performed within a certain period of time, and revenue is
recognized according to the progress of the performance.

35. Government grants

The government grants of the Group are divided into asset-related government grants and
income-related government grants. Specifically, asset-related government grants refer to
the government grants obtained by the Group for the purpose of purchasing, constructing
or otherwise forming long-term assets; income-related government grants refer to those
other than asset-related government grants. If the beneficiaries are not specified in
government documents, the Group will make the distinction according to the aforesaid
principle. Beneficiaries which are difficult to categorize shall be classified as income-
related government grants as a whole.

If the government subsidies are monetary assets, they shall be measured at the amount
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actually received. For a subsidy allocated according to a fixed quota standard, or when
there is conclusive evidence at the end of the year that the relevant conditions stipulated in
the financial support policies can be met and the financial support funds are expected to
be received, the subsidy shall be measured according to the amount receivable; if the
government grants are non-monetary assets, they are measured at fair value. Where the
fair value cannot be reliably obtained, the grant is measured at a nominal amount (RMB 1).
Asset-related grants shall be used to offset the book value of related assets or presented
as deferred income, and shall, over the life of the related asset, be included in the current
gains/losses by the equal amortization method.

If the related asset is sold, transferred, scrapped, or damaged before the end of its useful
life, its deferred income that has not been distributed shall be transferred to the current
gains/losses of asset disposal.

Income-related grants that are used to compensate related costs or losses in subsequent
periods shall be deemed as deferred income and shall be included in the current
gains/losses during the period when the related costs or losses are recognized.
Government grants related to routine activities shall be included in other income in
accordance with the nature of the transaction. Government grants not related to routine
activities shall be included in non-operating revenue and expenditure.

The Group obtains interest grants on policy-related concessional loans in two different
ways: the interest subsidy funds are allocated by the government either to the lending
bank or directly to the Group. The respective accounting treatment is carried out as follows:
(1) Where the government allocates the funds to the lending bank, and the bank provides
a loan to the Group at a policy-related preferential interest rate, the actual amount of the
loan received is taken as the entry value, and the borrowing costs are calculated based on
the loan principal and the policy-related preferential interest rate.

(2) Where the government allocates the funds directly to the Group, the grants are offset
against borrowing costs.

Where the government grants that the Group has recognized in accounting need to be
returned, the accounting treatment in the current period is carried out as follows:

1) If the book value of an asset is offset on initial recognition, the book value will be
adjusted.

2) If there is deferred income, the book balance of the deferred income will be offset, and
the excess will be included in current gains/losses;

3) Under any other circumstances, the grants will be included in current gains/losses.

36. Deferred tax assets and deferred tax liabilities

The Group's deferred tax assets and deferred tax liabilities are calculated and recognized
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based on the difference (temporary difference) between the tax base and the carrying
value of the assets and liabilities. In the case of deductible losses that can be deducted
from taxable income in subsequent years in accordance with the provisions of the tax laws,
the corresponding deferred tax assets are recognized. In the case of temporary
differences arising from the initial recognition of goodwill, the corresponding deferred
income tax liabilities are not recognized. With respect to temporary differences arising from
the initial recognition of an asset or liability in a transaction which is not a business
combination and which affects neither accounting profit nor taxable income (or deductible
losses), the corresponding deferred tax assets and deferred tax liabilities are not
recognized. On the balance sheet date, the deferred tax assets and deferred tax liabilities
are measured at the tax rate applicable to the period during which the assets are expected
to be recovered or the liabilities are expected to be settled.

The Group recognizes deferred tax assets to the extent of the taxable income which it is
most likely to obtain and which can be deducted from deductible temporary differences,
deductible losses and tax credits.

37. Leasing

(1) Identification of leases

The term "lease" refers to a contract whereby the lessor transfers the right of use
regarding the leased asset(s) to the lessee within a specified time in exchange for
consideration. On the commencement date of the contract, the Group assesses whether
the contract is a lease or contains a lease. If a party to the contract transfers the right
allowing the control over the use of one or more assets that have been identified within a
certain period, in exchange for consideration, such contract is a lease or includes a lease.
In order to determine whether a party to the contract transfers the right allowing the control
over the use of the identified assets for a certain period of time, the Group assesses
whether the customers in the contract are entitled to obtain almost all the economic
benefits arising from the use of the identified assets during the use period, and have the
right to dominate the use of the identified assets during the use period.

If a contract contains multiple single leases at the same time, the Group will split the
contract, and conduct accounting treatment of each single lease respectively. If a contract
contains both lease and non-lease parts at the same time, the Group will split the lease
and non-lease parts for accounting treatment.

(2) The Group as a lessee

1) Lease Recognition

On the lease commencement date, the Group recognizes the right-of-use assets and
lease liabilities in respect of the lease. For the recognition and measurement of right-of-
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use assets and lease liabilities, please refer to Note IV "25. Right-of-use assets" and "31.
Lease liabilities".

2) Lease Modification

A lease modification refers to a change in the scope, consideration, and term of lease
outside the original contract clauses, including the addition or termination of the right to
use one or more leased assets, and the extension or reduction of the lease term specified
in the contract. The effective date of lease modification refers to the date when both
parties reach an agreement on the lease modification.

If there is any modification in the lease and the following conditions are met at the same
time, the Group shall account for the lease modification as a separate lease: D the lease
modification expands the lease scope or extends the lease term by adding the right to use
one or more leased assets; (2) The increased consideration is equivalent to the amount of
the separate price of the expanded part of the lease scope or the extended part of the
lease term adjusted according to the contract situation.

If the lease modification is not accounted for as a separate lease, on the effective date of
the lease modification, the Group amortizes the consideration of the contract after the
modification in accordance with the relevant provisions of the lease standards and re-
determines the lease term after the modification; and discounts the changed lease
payments using the revised discount rate to remeasure the lease liabilities. When
calculating the present value of the lease payment after the modification, the Group uses
the interest rate implicit in the lease for the remaining lease period as the discount rate; if
the interest rate implicit in the lease for the remaining lease term cannot be determined,
the Group adopts the lessee's incremental borrowing rate on the effective date of the lease
modification as the discount rate. With regard to the impact of the above-mentioned lease
liability adjustment, the Group distinguishes the following situations for accounting
treatment: (D If the lease modification narrows the lease scope or shortens the lease term,
the lessee shall reduce the book value of the right-of-use assets accordingly, and include
the relevant gains/losses of partial or complete termination of the lease in the current
gains/losses. (2 If other lease modifications result in the re-measurement of lease liabilities,
the lessee correspondingly adjusts the book value of the right-of-use assets.

3) Short-term and Low-value Asset Leases

For short-term leases with a lease term not exceeding 12 months and low-value asset
leases with lower value when single leased assets are brand new assets, the Group
chooses not to recognize right-of-use assets and lease liabilities. The Group includes the
lease payments of short-term leases and low-value asset leases in the cost of relevant
assets or current gains/losses on a straight-line basis over each period of the lease term.
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(3) The Group as a lessor

On the basis that (1) the contract assessed is a lease or includes a lease, the Group, as
the lessor, classifies leases into finance leases and operating leases on the lease
commencement date.

If a lease substantially transfers virtually all risks and rewards associated with ownership of
the leased asset, the lessor classifies the lease as a finance lease and leases other than
finance leases as operating leases.

If a lease falls in one or more of the following circumstances, the Group usually classifies it
as a finance lease: D the ownership of the leased asset will be transferred to the lessee at
the expiration of the lease term; 2 the lessee has the option to purchase the leased asset,
and the purchase price is low enough compared with the fair value of the leased asset
when the option is expected to be exercised, so it can be reasonably determined that the
lessee will exercise the option on the lease commencement date; 3 Although the
ownership of the asset will not be transferred, the lease term covers most of the service
life of the leased asset; 4 On the lease commencement date, the current value of the
lease receipts is almost equal to the fair value of the leased assets; & The leased asset
can only be used by the lessee if no major modification is made due to its special nature. If
a lease has one or more of the following signs, the Group may also classify it as a finance
lease: (D If the lessee cancels the lease, the losses caused to the lessor by the
cancellation of the lease are to be borne by the lessee; @ Gains or losses arising from
fluctuations in the fair value of the residual value of the asset are attributable to the lessee;
3 The lessee has the ability to continue the lease to the next period at a rent far below the
market level.

1) Accounting Treatment for Finance Leases

Initial Measurement

On the commencement date of the lease term, the Group recognizes the finance lease
receivables for the finance lease and derecognizes the leased asset of the finance lease.
When initially measuring the finance lease receivables, the Group recognizes the net
investment in the lease as the entry value of the finance lease receivables.

The net investment in the lease is the sum of the unguaranteed residual value and the
present value of the lease receipts not received at the commencement date of the lease
term discounted at the interest rate implicit in the lease. Lease receipts refer to the amount
that the lessor shall collect from the lessee due to the transfer of the right to use the leased
asset during the lease term, including: D fixed payments and substantially fixed payments
to be paid by the lessee; if there are lease incentives, the relevant amount of lease
incentives shall be deducted; 2 The amount of variable lease payments dependent on an
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index or ratio. This amount is determined at the time of initial measurement based on the
index or ratio at the commencement date of the lease term; 3 The exercise price of the
call option, provided that it can be reasonably determined that the lessee will exercise the
option; @ The amount to be paid by the lessee for exercising the option to terminate the
lease, provided that the lease term reflects that the lessee will exercise the option to
terminate the lease; & The residual value of the guarantee provided by the lessee, the
party related to the lessee, or an independent third party economically capable of fulfilling
the guarantee obligation to the lessor.

Subsequent Measurement

The Group calculates and confirms the interest income at a fixed periodic rate in each
period in the lease term. The periodic rate refers to the rate of discount implicit in lease
adopted to determine the net investment in the lease (in the case of sublease, if the
interest rate implicit in lease of sublease cannot be determined, the rate of discount implicit
in original lease is adopted (adjusted according to the initial direct expenses related to
sublease)), or the revised rate of discount determined in accordance with the relevant
provisions where the change of the finance lease is not accounted for as a separate lease
and meets the condition that the lease will be classified as a finance lease if the change
became effective on the lease commencement date.

Accounting Treatment of Lease Change

If there is a change in a finance lease and the following conditions are met at the same
time, the Group shall account for the change as a separate lease: (D The change expands
the scope of the lease by adding the right to use one or more leased assets; @ The
increased consideration is equivalent to the amount of the separate price of the expanded
part of the lease scope adjusted according to the contract situation.

If the change of finance lease is not accounted for as a separate lease, and the condition
that the lease will be classified as an operating lease if the change takes effect on the
lease commencement date is met, the Group will account for it as a new lease from the
effective date of the lease change, and take the net lease investment before the effective
date of the lease change as the book value of the leased asset.

2) Accounting treatment of operating leases

Treatment of rent

During each period of the lease term, the Group recognizes lease receipts from operating
leases as rental income on a straight-line basis.

Incentives provided

If the Group provides a rent-free period, it allocates the total rentals over the entire lease
term without deducting the rent-free period by the straight-line method, and also
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recognizes rental income during the rent-free period. If certain expenses of the lessee are
borne, the Group allocates the balance of rental income over the lease term after such
expenses are deducted from the gross rental income.

Initial direct expenses

Initial direct expenses incurred by the Group in connection with operating leases shall be
capitalized to the cost of the leased underlying asset and recorded in the current
gains/losses in stages over the lease term on the same basis of recognition as rental
income.

Depreciation

For fixed assets in assets under operating lease, the Group adopts the depreciation policy
for similar assets to accrue depreciation; for other assets under operating lease, a
systematic and reasonable method is adopted for amortization.

Variable lease payments

The variable lease payments related to operating leases obtained by the Group that are
not included in the lease receipts are included in the current gains/losses when actually
incurred.

Change of operating leases

If an operating lease changes, the Group will regard it as a new lease for accounting
treatment from the effective date of the change. The advance receipt or the lease
receivable related to the lease prior to the change is recognized as the lease receipts of
the new lease.

38. Fair value measurement

The Group measures equity instrument investments at fair value on each balance sheet
date. Fair value refers to the price that can be received from selling an asset or paid to
transfer a liability in an orderly transaction between market participants on the
measurement date.

For assets and liabilities measured or disclosed at fair value in the financial statements,
the fair value level to which they belong is determined according to the lowest level input
that is significant to the fair value measurement as a whole: Level 1 inputs refer to
unadjusted quoted prices in the active market for the same assets or liabilities that can be
obtained on the measurement date; level 2 inputs refer to inputs other than Level 1 inputs
that are directly or indirectly observable for the relevant assets or liabilities; level 3 inputs
are the unobservable inputs of related assets and liabilities.

On each balance sheet date, the Group re-evaluates the assets and liabilities continuously
measured at fair value recognized in the financial statements to determine whether there is
a conversion between the levels of fair value measurement.
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39. Changes in significant accounting policies and accounting estimates

(1) Major changes in accounting policies

The Group has no changes in significant accounting policies during the current year.
(2) Major changes in accounting estimates

The Group has no significant changes in accounting estimates during the year.

V. Taxes

1. Main types of taxes and tax rates

Category of taxes Tax basis Tax rate

Calculated the output tax at the tax rate and
paid the VAT by the amount after deducting
the deductible input VAT in the current

0, 0, 0, 0, 0, 0,
VAT period, of which the VAT applicable to easy 1%, 3%, 5%, 6%, 9%, 13%
collection won'’t belong to the deductible input
VAT.
Urban maintenance and 5%, 7% | See 2. Tax Preferences for

The circulating tax actually paid

construction tax details

Education surcharge The circulating tax actually paid 3% / See 2. Tax Preferences for details
Local education surcharge The circulating tax actually paid 2% | See 2. Tax Preferences for details
Enterprise income tax Taxable income 25%/ See 2. Tax Preferences for details

The main taxpayers of different corporate income tax rates are explained as follows:

Name of entity Income tax rate

Electronic Technology, Anhui Konka, Anhui Tongchuang, Shaanxi Konka, Xingda
Hongye, Bokang Precision, Jiangsu Konka Smart, Chengdu Konka Electronic, 15%
Chongging Optoelectronic Technology

Hong Kong Konka, Kongdian Trading, Jiali International, Kongjietong, Jiaxin
Technology, Kongdian Investment, Hong Kong Communications, Zhongkang Storage 16.5%
Technology, Xinying Semiconductor (Hong Kong)

Konka Europe 15%
Kanghao Technology 22.5%
Konka North America 21%
The parent company and other subsidiaries 25%

Remarks: According to the Temporary Provisions of Income Tax of Trans-boundary Tax
Payment Enterprises by State Taxation Administration, resident enterprises without
business establishment or places of legal persons should be tax payment enterprises with
the administrative measures of income tax of “unified computing, level-to-level
administration, local prepayment, liquidation summary, and finance transfer”. It came into
force from January 1, 2008. According to the above methods, the Company’s sales branch
companies in each area will hand in the corporate income taxes in advance from January
1, 2008 and will be final settled uniformly by the Company at the year-end.
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2. Tax incentives

(1) According to the announcement of the State Taxation Administration No. 12 of 2023:
small low-profit enterprises shall reduce the taxable income amount by 25% and pay the
corporate income tax at the tax rate of 20%, which shall be continued until 31 December
2027. Resource tax (excluding water resource tax), urban maintenance and construction
tax, property tax, urban land use tax, stamp duty (excluding stamp duty on securities
transactions), farm land occupation tax, education surcharge and local education
surcharge shall be levied by half on small-scale VAT taxpayers, small low-profit
enterprises and individually-owned businesses from January 1, 2023 to December 31,
2027. The Company's subsidiaries, Konka Entrepreneurship Service, Yibin Konka
Incubator, Yibin Wisdom, Anlu Konka, Konka Tong, Zhongkang Semiconductor (Shaoxing),
Shengxing Industrial, Konka Suiyong, Nantong Konka, Digital Technology, Xiaojia
Technology, Shanghai Konka, Guizhou Konka New Materials, Ji'an Konka, Nanjing Konka
Smart Appliance, Xi'an Konka Intelligent, Chongging Konka Yiyun, Zhejiang Konka
Electronics, Zhejiang Konka Technology Industry, Konka North China, Zhitong Technology,
and Shenzhen Nianhua enjoyed the aforementioned tax incentive policies during the
Reporting Period.

(2) On October 28, 2025, Anhui Konka, a subsidiary of the Company, obtained the
Certificate of High-Tech Enterprise jointly issued by the Department of Science and
Technology of Anhui Province, the Department of Finance of Anhui Province, and the
Anhui Provincial Tax Service of the State Taxation Administration, with the certificate
number GR202534004181, which is valid for three years. According to relevant tax
regulations, Anhui Konka will enjoy the relevant tax incentives for high-tech enterprises for
three consecutive years from 2025 to 2027, paying enterprise income tax at a preferential
rate of 15%.

(3) On October 16, 2023, Chongqging Optoelectronic Technology, a subsidiary of the
Company, obtained the Certificate of High-Tech Enterprise jointly issued by the Chongqing
Municipal Science and Technology Bureau, the Chongging Municipal Finance Bureau, and
the Chongging Municipal Tax Service of the State Taxation Administration, with the
certificate number GR202351100426, which is valid for three years. According to relevant
tax regulations, Chongqing Optoelectronic Technology will enjoy the relevant tax
incentives for high-tech enterprises for three consecutive years from 2023 to 2025, paying
enterprise income tax at a preferential rate of 15%.

(4) On October 28, 2025, Anhui Tongchuang, a subsidiary of the Company, obtained the
Certificate of High-Tech Enterprise jointly issued by the Department of Science and
Technology of Anhui Province, the Department of Finance of Anhui Province, and the

82



Notes to Financial Statements of Konka Group Co., Ltd.
From January 1, 2025 to December 31, 2025
(Amounts are expressed in RMB unless otherwise stated)

Anhui Provincial Tax Service of the State Taxation Administration, with the certificate
number GR202534002702, which is valid for three years. According to relevant tax
regulations, Anhui Tongchuang will enjoy the relevant tax incentives for high-tech
enterprises for three consecutive years from 2025 to 2027, paying enterprise income tax at
a preferential rate of 15%.

(5) On December 19, 2025, Bokang Precision, a subsidiary of the Company, obtained the
Certificate of High-Tech Enterprise jointly issued by the Department of Science and
Technology of Guangdong Province, the Department of Finance of Guangdong Province,
and the Guangdong Provincial Tax Service of the State Taxation Administration, with the
certificate number GR202544008694, which is valid for three years. According to relevant
tax regulations, Bokang Precision will enjoy the relevant tax incentives for high-tech
enterprises for three consecutive years from 2025 to 2027, paying enterprise income tax at
a preferential rate of 15%.

(6) On December 25, 2025, Electronic Technology, a subsidiary of the Company, received
the Certificate of High-Tech Enterprise jointly issued by the Shenzhen Science and
Technology Innovation Committee, the Shenzhen Finance Bureau, and the Shenzhen Tax
Service of the State Taxation Administration, with the certificate number GR202544205959,
which is valid for three years. According to relevant tax regulations, Electronic Technology
will enjoy the relevant tax incentives for high-tech enterprises for three consecutive years
from 2025 to 2027, paying enterprise income tax at a preferential rate of 15%.

(7) On November 19, 2024, Xingda Hongye, a subsidiary of the Company, obtained the
Certificate of High-Tech Enterprise jointly issued by the Department of Science and
Technology of Guangdong Province, the Department of Finance of Guangdong Province,
and the Guangdong Provincial Tax Service of the State Taxation Administration, with the
certificate number GR202444002600, which will be valid for three years. According to
relevant tax regulations, Xingda Hongye is entitled to relevant preferential tax policies for
high-tech enterprises for three consecutive years from 2024 to 2026, and pays enterprise
income tax at a preferential tax rate of 15%.

(8) On November 29, 2023, Shaanxi Konka, a subsidiary of the Company, obtained the
Certificate of High-Tech Enterprise jointly issued by the Department of Science and
Technology of Shaanxi Province, the Department of Finance of Shaanxi Province, and the
Shaanxi Provincial Tax Service of the State Taxation Administration, with the certificate
number GR202361002167, which is valid for three years. According to relevant tax
regulations, Shaanxi Konka will enjoy the relevant tax incentives for high-tech enterprises
for three consecutive years from 2023 to 2025, paying enterprise income tax at a
preferential rate of 15%.
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(9) On November 6, 2023, Jiangsu Konka Smart, a subsidiary of the Company, obtained
the Certificate of High-Tech Enterprise jointly issued by the Department of Science and
Technology of Jiangsu Province, the Department of Finance of Jiangsu Province, and the
Jiangsu Provincial Tax Service of the State Taxation Administration, with the certificate
number GR202332008044, which is valid for three years. According to relevant tax
regulations, Jiangsu Konka Smart will enjoy the relevant tax incentives for high-tech
enterprises for three consecutive years from 2023 to 2025, paying enterprise income tax at
a preferential rate of 15%.

(10) In accordance with the Announcement on the Renewal of the Enterprise Income Tax
Policy for Western Development Enterprises (Ministry of Finance, State Taxation
Administration, National Development and Reform Commission Announcement No. 23 of
2020), an enterprise established in the western region who is mainly engaged in an
industry specified in the Catalogue of Encouraged Industries in the Western Region and
whose main business income accounts for over 60% of its gross income in the current
year, is entitled to a reduced corporate income tax rate of 15%. Chengdu Konka
Electronics, a subsidiary of the Company, enjoys the preferential tax policy for Western
Development.

(11) According to the CS [2011] No. 100 published by the Ministry of Finance and the
State Taxation Administration, for the VAT general taxpayers who sell their self-developed
and produced software products, the VAT shall be levied at the rate of 13%, and then the
portion of the actual VAT burden exceeding 3% shall be refunded immediately upon
collection. The Company’s subsidiaries, Electronic Technology and Anhui Tongchuang all
enjoy this preferential policy.

VI. Notes to major items in the consolidated financial statements

Unless otherwise noted, for the financial statement data disclosed below, "beginning of the
year" refers to January 1, 2025, "end of the year" refers to December 31, 2025, "the
current year" refers to the period from January 1, 2025 to December 31, 2025, and "last
year" refers to the period from January 1, 2024 to December 31, 2024. The monetary unit

is renminbi.
1. Monetary funds
Item Ending balance Beginning balance
Cash on hand 208.19
Bank deposits 5,169,889,627.52 2,942,927,002.53
Other monetary assets 1,144,052,257.53 1,172,840,037.01
Total 6,313,941,885.05 4,115,767,247.73
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Item

Ending balance

Beginning balance

Of which: Total amount of funds deposited

overseas

1,131,315.16

16,326,669.23

Remarks: the ending balance of other monetary funds is mainly the balance of pledged

time deposits, margin deposits and account balance on WeChat, Alipay and other

platforms. For details of restricted funds, please refer to "Note VI. 23. Assets with restricted

ownership or use right".

2. Trading financial assets

Item

Ending balance

Beginning balance

Financial assets measured at fair value through current

gains/losses

202,027,000.00

286,648,129.34

Of which: Investment in equity instruments

202,027,000.00

286,648,129.34

Total

202,027,000.00

286,648,129.34

3. Notes receivable

(1) Presentation of notes receivable by category

Item

Ending balance

Beginning balance

Bank acceptance bills

50,977,695.45

148,019,004.66

Commercial acceptance bills

26,339,290.11

21,656,171.50

Total

77,316,985.56

169,675,176.16

(2) Classified and listed by provision methods for bad debts

Ending balance

Balance Provision for bad debts
Category .
Percentage Provision Book value
Amount o Amount percentage
(%) (%)
Provision for bad debts by
single item
Provision for bad debts by
; 77,865,496.73 100.00 548,511.17 0.70 77,316,985.56
portfolio
Of which: Bank acceptance
bills 50,977,695.45 65.47 50,977,695.45
Commercial acceptance bills 26,887,801.28 34.53 548,511.17 2.04 26,339,290.11
Total 77,865,496.73 100.00 548,511.17 0.70 77,316,985.56
(Continued)
Beginning balance
Balance Provision for bad debts
Category Provisi
Percentage rovision Book value
Amount o Amount percentage
o) (%)
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Beginning balance

Balance Provision for bad debts
Category Provis|
Percentage rovision Book value
Amount Amount percentage
(%) o
(%)
Provision for bad debts by
single item
Provision for bad debts by
: 170,126,162.18 100.00 450,986.02 0.27 169,675,176.16
portfolio
Of which: Bank acceptance
bills 148,019,004.66 87.01 148,019,004.66
Commercial acceptance
bills 22,107,157.52 12.99 450,986.02 2.04 21,656,171.50
Total 170,126,162.18 100.00 450,986.02 0.27 169,675,176.16

Provision for expected credit losses on commercial acceptance bills based on aging in the

portfolio
Ending balance
Name Balance Provision for bad debts pe:::?r:,tiasgi:l"/o)
Within 1 year 26,887,801.28 548,511.17 2.04
Total 26,887,801.28 548,511.17 2.04

(3) Provision for bad debts of notes receivable made, recovered or reversed during

the year
Change in the current year
Category Bsgllnnlng Recovered or Ending balance
alance Provision Written-off | Others
Reversed

Commercial
acceptance bills 450,986.02 822,371.39 724,846.24 548,511.17
Total 450,986.02 822,371.39 724,846.24 548,511.17

(4) Notes receivable pledged at year-end

No notes receivable were pledged at the end of the year.

(5) Notes receivable endorsed or discounted but not yet matured as at the balance

sheet date at year-end

Item

the year

Amount derecognized at the end of

Amount not derecognized at the
end of the year

Bank acceptance bills

873,146,000.21

Commercial acceptance bills

25,720,556.07
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Item

Amount derecognized at the end of
the year

Amount not derecognized at the
end of the year

Total

873,146,000.21

25,720,556.07

(6) Notes receivable actually written off during the year

No notes receivable were actually written off in the current year.

4. Accounts receivable

(1) Accounts receivable aged analysis

Aging

Ending book balance

Beginning book balance

Within 1 year (including 1 year)

872,534,288.66

985,155,712.60

1-2 years 33,230,346.13 467,086,582.23
2-3 years 416,551,776.82 112,149,892.90
3-4 years 92,779,205.23 117,756,261.01
4-5 years 114,178,358.99 255,011,480.57

Over 5 years

1,445,571,151.66

1,217,501,924.55

Total

2,974,845,127.49

3,154,661,853.86

(2) Accounts receivable classified and listed by provision methods for bad debts

Ending balance

Balance Provision for bad debts
Category .
Percentage Provision Book value
Amount Amount percentage
(%) o
(%)
Provision for bad
debts by single item 1,573,873,380.74 52.91 1,537,243,420.22 97.67 36,629,960.52
Provision for bad
debts by portfolio
Of  which:  Aging
: 1,400,971,746.75 47.09 350,672,695.12 25.03 1,050,299,051.63
portfolio
Subtotal of portfolio 1,400,971,746.75 47.09 350,672,695.12 25.03 1,050,299,051.63
Total 2,974,845,127.49 100.00 1,887,916,115.34 63.46 1,086,929,012.15
(Continued)
Beginning balance
Balance Provision for bad debts
Category —
Percentage Provision Book value
Amount Amount percentage
(%)
(%)
Provision for bad
debts by single item 1,612,578,129.18 51.12 1,530,953,048.13 94.94 81,625,081.05
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Beginning balance
Balance Provision for bad debts
Category __
Percentage Provision Book value
Amount Amount percentage
(%)
(%)
Provision for bad
debts by portfolio
Of  which:  Aging
. 1,542,083,724.68 48.88 308,486,148.81 20.00 1,233,597,575.87
portfolio
Subtotal of portfolio 1,542,083,724.68 48.88 308,486,148.81 20.00 1,233,597,575.87
Total 3,154,661,853.86 100.00 1,839,439,196.94 58.31 1,315,222,656.92

1) Provision for bad debts of accounts receivable made by individual item

Beginning balance

Ending balance

Name Balance Provision for Balance Provision for Z:'?:::tlg ne Rfiarstz:s
bad debts bad debts P 9 -
(%) provision
CEFC . Not
Shanghai
. expected to
International 298,855,950.30 | 298,855,950.30 | 298,280,558.37 298,280,558.37 100.00 be
Group recoverable
Limited
Hongtu Not
Sanpower expected to
Technology 200,000,000.00 | 200,000,000.00 | 200,000,000.00 200,000,000.00 100.00 be
Co., Ltd. recoverable
Not
Loxia Group expected to
159,702,611.45 | 159,702,611.45 | 159,702,611.45 159,702,611.45 100.00
Co., Ltd. be
recoverable
Shenzhen Not
Yaode expected to
Technology 147,734,652.40 | 147,734,652.40 | 144,454,581.31 144,454,581.31 100.00 be
Co., Ltd. recoverable
Guang'an
Ougqishi Expected to
Electronic 113,139,940.86 | 110,965,942.46 | 113,139,940.86 110,965,942.46 98.08 | be difficult to
Technology recover
Co., Ltd.
Zhongfu Not
Tiangong
. expected to
Construction 71,289,096.65 71,289,096.65 71,289,096.65 71,289,096.65 100.00 be
Group  Co., recoverable
Ltd.
CCCC First Not
Harbor
. . expected to
Engineering 65,221,300.00 65,221,300.00 65,221,300.00 65,221,300.00 100.00 be
Company recoverable
Ltd.
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Beginning balance Ending balance
Name Balance Provision for Balance Provision for Z:'?:‘::tI: ne Rfiarstzzs
bad debts bad debts P 9 e
(%) provision
Gome
Custom Not
(Tianjin) expected to
57,021,975.73 | 57,021,975.73 | 57,021,975.73 57,021,975.73 100.00
Home be
Appliance recoverable
Co., Ltd.
Xingda Not
Hongye expected to
(Hong Kong) 51,902,301.95 | 51,902,301.95 | 51,902,301.95 51,902,301.95 100.00 be
Limited recoverable
Df)ngguan Not
High Energy
expected to
Polymer 50,699,037.70 | 32,893,535.66 | 50,699,037.70 32,893,535.66 64.88 be fully
Materials recoverable
Co., Ltd.
Expected to
Others 397,011,262.14 | 335,365,681.53 | 362,161,976.72 345,511,516.64 95.40 | be difficult to
recover
Total 1,612,578,129.18(1,530,953,048.13 (1,573,873,380.74| 1,537,243,420.22 —
2) Provision set aside for bad debts of accounts receivable by portfolio
Ending balance
Aging -
Balance Provision for bad debts Provision
percentage (%)
Within 1 year 865,171,957.96 17,649,507.97 2.04
1-2 years 18,535,526.42 1,857,259.78 10.02
2-3 years 226,009,181.96 51,281,483.38 22.69
3-4 years 32,376,527.37 21,005,890.95 64.88
4-5 years 88,929,117.03 88,929,117.03 100.00
Over 5 years 169,949,436.01 169,949,436.01 100.00
Total 1,400,971,746.75 350,672,695.12 25.03

(3) Provision for bad debts of accounts receivable set aside, recovered or reversed

in the current year

Category

Change in the current year

Beginning balance

Provision

Recovered or reversed

Provision for bad debts of accounts
receivable

1,839,439,196.94

84,972,783.90

31,101,240.08

Total

1,839,439,196.94

84,972,783.90

31,101,240.08

(Continued)
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Change in the current year

Category Ending balance
Written-off Others
Provision for bad debts of accounts
receivable -5,394,625.42 1,887,916,115.34
Total -5,394,625.42 1,887,916,115.34

Note: Among other changes for the year, there was a decrease of RMB 4,047,995.42 due

to foreign exchange rate fluctuations, and a decrease of RMB 1,346,630.00 due to loss of

control.

Among them, the provision for bad debts recovered or reversed in the

significant amounts are:

current year with

Basis and rationality
of determining the
. Recovered or Recovery . . .
Unit Reason for reversal proportion of original
reversed amount method .
provision for bad
debts
Received insurance
compensation from China
Export & Credit Insurance | Insurance CDM has been written
Corporation and | compensation off, so the full amount
12,048,547.66 ’ ’ ’ .

CDM MIAMIINC transferred 85% of the | transfer of | of the unpaid amount
creditor's  rights  and | creditor's rights has been provided for
interests to the insurance
company

Total 12,048,547.66 — — —

(4) Accounts receivable actually written off in the current year

No accounts receivable were actually written off in the current year.

(5) Top five accounts receivable and contract assets in the

categorized by debtors

ending balance

The total amount of accounts receivable with top five Ending balance categorized by
debtors in the current year was RMB 1,152,138,381.74, accounting for 38.73% of the total
Ending balance of accounts receivable. The total Ending balance of provision for bad
debts correspondingly set aside was RMB 848,821,590.70.
5. Contract assets

(1) Details of contract assets

Ending balance Beginning balance
Item . . .
Provision for Provision for
Balance bad debts Book value Balance bad debts Book value
Warranty 2,194,100.57 301,794.27 1,892,306.30 2,867,437.14 236,928.54 | 2,630,508.60
Total 2,194,100.57 301,794.27 1,892,306.30 2,867,437.14 236,928.54 | 2,630,508.60

(2) Classified presentation of contract assets by provisioning methods of bad debts
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Ending balance

Balance Provision for bad debts
Category i
Percenta Provision Book value
Amount Amount percentage
ge (%)
(%)
Provision for bad debts by single
item
Provision for bad debts by
portfolio
Of which: Aging portfolio 2,194,100.57 100.00 301,794.27 13.75| 1,892,306.30
Subtotal of portfolio 2,194,100.57 100.00 301,794.27 13.75| 1,892,306.30
Total 2,194,100.57 100.00 301,794.27 13.75| 1,892,306.30
(Continued)
Beginning balance
Balance Provision for bad debts
Category i
Percentage Provision Book value
Amount Amount percentage
(%)
(%)
Provision for bad debts by
single item
Provision for bad debts by
portfolio
Of which: Aging portfolio 2,867,437.14 100.00 236,928.54 8.26 2,630,508.60
Subtotal of portfolio 2,867,437.14 100.00 236,928.54 8.26 2,630,508.60
Total 2,867,437.14 100.00 236,928.54 8.26 2,630,508.60

(3) Provision set aside for bad debts of contract assets by portfolio

Ending balance

Name Balance Provision for bad Provision percentage

debts (%)
Within 1 year 561,956.93 11,463.92 2.04
1-2 years 631,436.80 63,269.97 10.02
2-3 years 1,000,706.84 227,060.38 22.69
Total 2,194,100.57 301,794.27 13.75

(Continued)
Beginning balance

Name Balance Provision for bad Provision percentage

debts (%)
Within 1 year 631,436.80 12,881.31 2.04
1-2 years 2,236,000.34 224,047.23 10.02
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Beginning balance

Name Provision for bad Provision percentage
Balance
debts (%)
Total 2,867,437.14 236,928.54 8.26
(4) Provision for bad debts of contract assets
Change in the current year
- Charge- End of the
ke Beginning The current Recovered offWrite- oth year Reason
Balance year orreversed |t in the °re
- in the Change Balance
Provision current
current year
year
Warranty 236,928.54 64,865.73 301,794.27
Total 236,928.54 64,865.73 301,794.27
(5) Contract assets actually written off in the current year
There were no contract assets actually written off in the current year.
6. Receivables financing
Item Ending balance Beginning balance
Notes receivable 155,957,556.43 63,943,324.53
Total 155,957,556.43 63,943,324.53
7. Other receivables
Item Ending balance Beginning balance

Interest receivable

Dividends receivable

Other receivables

942,267,792.91

989,245,120.86

Total

942,267,792.91

989,245,120.86

7.1 Other receivables

(1) Classified by account nature

Nature of funds

Ending book balance

Beginning book balance

Deposits, guarantees, and down payments

333,603,706.26

344,822,666.77

Amounts due from minority shareholders and

related parties arising from

combinations not under common control

business

173,714,171.72

182,764,171.72

Energy-saving subsidies receivable

152,399,342.00

152,399,342.00

Amounts due from related parties

3,691,383,944.24

2,253,362,393.92

Others

1,022,177,199.12

1,035,865,828.21
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Nature of funds

Ending book balance

Beginning book balance

Total

5,373,278,363.34

3,969,214,402.62

(2) Other receivables listed by aging

Aging

Ending book balance

Beginning book balance

Within 1 year (including 1 year)

1,467,251,543.63

394,812,584.95

1-2 years 348,839,519.04 206,901,565.92
2-3 years 204,016,070.83 110,433,169.22
3-4 years 110,032,898.45 683,019,991.91
4-5 years 670,561,586.84 771,766,144.27

Over 5 years

2,672,576,744.55

1,802,280,946.35

Total

5,373,278,363.34

3,969,214,402.62

(3) Classified presentation of other receivables by provisioning methods of bad

debts
Ending balance
Balance Provision for bad debts
Category —
Percentage Provision Book value
Amount o Amount percentage
(%) o
(%)
Provision for bad debts
by single item 4,975,343,588.38 92.59 4,221,263,474.95 84.84 754,080,113.43
Provision for bad debts
by portfolio
Of  which: Aging
. 174,594,933.66 3.25 155,935,224.70 89.31 18,659,708.96
portfolio
Low-risk portfolio 223,339,841.30 4.16 53,811,870.78 24.09 169,527,970.52
Subtotal of portfolio 397,934,774.96 7.41 209,747,095.48 52.71 188,187,679.48
Total 5,373,278,363.34 100.00 4,431,010,570.43 82.46 942,267,792.91
(Continued)
Beginning balance
Balance Provision for bad debts
Category . .
Percentage Provision Book value
Amount Amount percentage
(%)
(%)
Provision for bad debts
by single item 3,524,335,366.36 88.79 2,773,496,740.31 78.70 750,838,626.05
Provision for bad debts
by portfolio
Of which: Aging portfolio 204