Ningbo Joyson Electronic Corp.

ENGLISH TRANSLATION OF FINANCIAL STATEMENTS
FOR THE YEAR 1 JANUARY 2022 TO 31 DECEMBER 2022
IF THERE IS ANY CONFLICT BETWEEN THE CHINESE
VERSION AND ITS ENGLISH TRANSLATION,

THE CHINESE VERSION WILL PREVAIL



AUDITOR’S REPORT
2304105

The Shareholders of Ningbo Joyson Electronic Corp.:
Opinion

We have audited the accompanying financial statements of Ningbo Joyson Electronic Corp.
(“Ningbo Joyson Electronic”), which comprise the consolidated and company balance sheets
as at 31 December 2022, the consolidated and company income statements, the
consolidated and company cash flow statements, the consolidated and company statements
of changes in shareholders’ equity for the year then ended, and notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the consolidated and company financial position of Ningbo Joyson Electronic as at 31
December 2022, and the consolidated and company financial performance and cash flows of
Ningbo Joyson Electronic for the year then ended in accordance with Accounting Standards
for Business Enterprises issued by the Ministry of Finance of the People’s Republic of China.

Basis for Opinion

We conducted our audit in accordance with China Standards on Auditing for Certified Public
Accountants (“CSAs”). Our responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of Ningbo Joyson Electronic in accordance with the China Code of
Ethics for Certified Public Accountants (“the Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.
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AUDITOR’S REPORT (continued)

2304105

Key Audit Matters
Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the financial statements of the current period. These matters

were 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.

Revenue recognition

Page 2 of 8



AUDITOR’S REPORT (continued)

Key Audit Matters (continued)

Revenue recognition (continued)

2304105

Refer to Note Ill. 25 of the accounting policy to the financial statements and Note V. 45 to
the footnote of the consolidated financial statements.

The Key Audit Matter

We identified revenue recognition as a
key audit matter. Because income is one
of the key performance indicators that
measures the performance of Ningbo
Joyson Electronic. In order to achieve a
specific target or budget, management
may bring forward or delay the timing of
revenue recognition, which give rise to the
risk of revenue not being correctly
presented.

How the matter was addressed in our audit

Select samples of sales transactions
recorded before and after 31 December
2022 and check relevant supporting
documents, including shipping notes or
good acceptance notes, to evaluate
whether revenue is recorded in the
appropriate accounting period;

Select revenue related journal entries that
subject to specific risk criteria and check
the supporting documents.
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AUDITOR’S REPORT (continued)

Key Audit Matters (continued)

Goodwill impairment

2304105

Refer to Note Ill. 18 and 30(1) of the accounting policy to the financial statements and Note
V. 18 to the footnote of the consolidated financial statements.

The Key Audit Matter

As at 31 December 2022, the book value
of the goodwill of Ningbo Joyson
Electronic was RMB7,626,807,854.81.
The provision for impairment was
RMB2,205,737,572.20. The carrying
amount of the goodwill was
RMB5,421,070,282.61, accounting for
10.02% of the total assets. Goodwill was
derived from acquisitions of a couple of
businesses by Ningbo Joyson Electronic
in previous years.

Impairment test for goodwill is performed
by the management at the yearend. In
the test, the management compares the
recoverable amount with the carrying
amount of the asset group or asset
groups (including the allocated goodwill),
S0 as to determine whether there is any
impairment. The recoverable amount is
the higher of either fair value less cost of
disposal or present value of discounted
further cashflow. This involves significant
management judgement and estimate,
especially the followings:

Future revenue growth rate;
Future changes in working capital;
Future capital expenditures;

The discount rates.

How the matter was addressed in our audit

Our audit procedures to address the goodwill
impairment are as follows:

Understand and evaluate the design and
implementation effectiveness of key
internal controls related to goodwiill
impairment test;

Evaluate whether goodwill impairment
method and goodwill allocation method to
asset group or asset groups are in
accordance with the Accounting Standards
for Business Enterprises, based on our
understanding on the business of Ningbo
Joyson Electronics;

Based on our understanding on the
industry of Ningbo Joyson Electronic,
evaluate the appropriateness of the key
assumptions such as revenue growth rate,
change in working capital and capital
expenditures used by management in
calculating the present value of future cash
flows by considering the historical
performance of asset groups or asset
groups and the budget approved by the
board;
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AUDITOR’S REPORT (continued)
2304105

Key Audit Matters (continued)

Goodwill impairment (continued)

Refer to Note Ill. 18 and 30(1) of the accounting policy to the financial statements and Note
V. 18 to the footnote of the consolidated financial statements.

The Key Audit Matter How the matter was addressed in our audit
We identified assessment of goodwill

impairment as a key audit matter.
Because the assessment involves
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AUDITOR’S REPORT (continued)
2304105

Other Information

Ningbo Joyson Electronic’s management is responsible for the other information. The other
information comprises all the information included in 2022 annual report of Ningbo Joyson
Electronic, other than the financial statements and our auditor’s report thereon.

Our 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 in 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 this other information, we are required to report that fact. We have nothing to report in this
regard.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the Accounting Standards for Business Enterprises, and for
the design, implementation and maintenance of such internal control necessary to enable
that the financial statements are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing Ningho
Joyson Electronic’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
management either intends to liquidate Ningbo Joyson Electronic or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the financial reporting
process of Ningbo Joyson Electronic.
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AUDITOR’S REPORT (continued)
2304105

Auditor’s Responsibilities for the Audit of the 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
auditor’s 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 CSAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these
financial statements.

As part of an audit in accordance with CSAs, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

(1) Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures 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) Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances.

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

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

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

(6) Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within Ningbo Joyson Electronic to express an opinion on
the financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.
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AUDITOR’S REPORT (continued)
2304105

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

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

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 the current
period and are therefore the key audit matters. We describe these matters in our auditor’s
report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in
our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

KPMG Huazhen LLP Certified Public Accountants

Registered in the People’s Republic of China

Yang Li (Engagement Partner)

Beijing, China Zhang Xiaolei

March 30th 2023
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Ningbo Joyson Electronic Corp.

Consolidated balance sheet as at 31 December 2022
(Expressed in Renminbi Yuan)

Note | 31 December 2022 | 31 December 2021
Current assets
Cash at bank and on hand V.1 5,404,946,118.68 6,246,974,909.52
Financial assets held for trading V.2 465,785,862.56 899,805,300.95
Derivative financial assets V.3 81,775,577.00 1,103,375.83
Bills receivable V.4 485,781,482.02 356,326,877.53
Accounts receivable V.5 7,600,885,200.26 6,846,873,185.22
Receivables under financing V.6 191,969,883.88 42,263,967.69
Prepayments V.7 177,923,434.03 139,422,030.27
Other receivables V.8 941,624,473.88 1,750,223,026.48
Inventories V.9 8,511,657,540.51 7,030,985,064.14
Non-current assets due within V.11 105,397,480.54 i
one year
Other current assets V.10 1,008,139,368.35 938,294,312.39
Total current assets 24,975,886,421.71 | 24,252,272,050.02
Non-current assets:
Long-term receivables V.11 173,151,941.34 13,575,094.09
Long-term equity investments V.12 2,087,299,085.33 1,945,800,439.68
Other non-current financial assets V.13 897,303,111.50 795,289,825.94
Fixed assets V.14 | 11,146,163,605.79 | 10,921,534,377.43
Construction in progress V.15 2,148,641,718.01 | 1,834,212,592.11
Right-of-use assets V.66 802,020,507.25 759,139,075.94
Intangible assets V.16 3,238,405,757.25 3,458,262,590.54






Ningbo Joyson Electronic Corp.
Consolidated balance sheet as at 31 December 2022 (continued)
(Expressed in Renminbi Yuan)

Note | 31 December 2022 | 31 December 2021

Shareholders’ equity:

Share capital V.39 1,368,084,624.00 | 1,368,084,624.00
Capital reserve V.40 | 10,264,449,615.03 | 10,434,247,237.80
Less: Treasury shares V.41 (225,263,700.64) (225,263,700.64)
Other comprehensive income V.42 (206,248,529.18) (861,486,784.59)
Surplus reserve V.43 150,565,499.47 134,466,504.37
Retained earnings V.44 901,312,046.13 523,226,710.20

Total equity attributable to

shareholders of the Company 12,252,899,554.81 | 11,373,274,591.14

Non-controlling interests 5,450,778,120.57 | 5,481,443,316.23

Total shareholders’ equity 17,703,677,675.38 | 16,854,717,907.37

Total liabilities and shareholders’

. 54,112,093,352.25 | 51,326,681,448.35
equity

These financial statements were approved by the Board of Directors of the Company on
March 30th 2023.

Wang Jianfeng Li Junyu Zhang Jiaqi (Company stamp)
Legal Representative  The person in charge  The head of the
of accounting affairs accounting
department

(Signature and stamp) (Signature and stamp) (Signature and stamp)

The notes on pages 19 to 132 form part of these financial statements.



Ningbo Joyson Electronic Corp.

Company balance sheet as at 31 December 2022

(Expressed in Renminbi Yuan)

Note | 31 December 2022 | 31 December 2021

Current assets:

Cash at bank and on hand 1,428,909,497.68 1,721,867,464.63

Financial assets held for trading 465,785,862.56 899,805,300.95

Derivative financial assets 4,506,938.96 -

Accounts receivable XIV.1 490,829,106.09 432,435,589.98

Prepayments 22,394,423.57 6,432,875.17

Other receivables XIv.2 2,265,223,464.49 1,994,782,183.84

Other current assets 10,550,190.79 12,133,615.57
Total current assets 4,688,199,484.14 5,067,457,030.14
Non-current assets:

Long-term equity investments XIV.3 | 14,203,670,850.09 | 14,240,532,600.97

Other non-current financial assets

562,210,000.00

661,707,052.51

Fixed assets 664,084,944.66 687,053,393.99
Construction in progress 129,444.95 139,690.10
Right-of-use assets 382,651.22 513,845.90
Intangible assets 194,248,348.29 199,853,918.38
Deferred tax assets 60,617,863.25 10,080.74
Other non-current assets 4,113,400.04 6,547,500.00

Total non-current assets

15,689,457,502.50

15,796,358,082.59

Total assets

20,377,656,986.64

20,863,815,112.73

The notes on pages 19 to 132 form part of these financial statements.



Ningbo Joyson Electronic Corp.
Company balance sheet as at 31 December 2022 (continued)
(Expressed in Renminbi Yuan)

31 December 2022

31 December 2021

Current liabilities:

Short-term loans

1,536,366,128.58

1,970,194,062.52

Accounts payable 15,977,628.12 9,308,649.69
Employee benefits payable 1,984,226.40 3,814,058.77
Taxes payable 12,973,026.84 8,612,663.39
Other payables 141,897,700.02 100,793,886.59
Non-current liabilities due within one year 2,340,512,842.40 733,894,871.77

Other current liabilities

838,678,020.00

Total current liabilities

4,049,711,552.36

3,665,296,212.73

Non-current liabilities:

Long-term loans

2,921,466,218.46

3,480,261,238.84

Debentures payable

500,000,000.00

Long-term employee benefits payable

1,280,309.81

2,142,877.97

Total non-current liabilities

2,922,746,528.27

3,982,404,116.81

Total liabilities

6,972,458,080.63

7,647,700,329.54

Shareholders’ equity:

Share capital

1,368,084,624.00

1,368,084,624.00

Capital reserve

11,796,515,320.18

11,775,337,550.29

Less: Treasury shares

(225,263,700.64)

(225,263,700.64)

Other comprehensive income

(2,152,276.05)

(9,068,677.98)

Surplus reserve

123,762,017.44

107,663,022.34

Retained earnings

344,252,921.08

199,361,965.18

Total shareholders’ equity

13,405,198,906.01

13,216,114,783.19

Total liabilities and shareholders’ equity

20,377,656,986.64

20,863,815,112.73

These financial statements were approved by the Board of Directors of the Company on

March 30th 2023.

Wang Jianfeng Li Junyu Zhang Jiaqi
Legal Representative  The person in charge  The head of the

of accounting affairs accounting

department

(Signature and stamp) (Signature and stamp) (Signature and stamp)

The notes on pages 19 to 132 form part of these financial statements.

(Company stamp)



Ningbo Joyson Electronic Corp.

Consolidated income statement for the year ended 31 December 2022

(Expressed in Renminbi Yuan)

Note 2022 2021
I. Operating income V.45 | 49,793,351,660.58 | 45,670,032,383.16
Less: Operating costs V.45 [(43,838,960,783.98)|(40,360,308,185.83)

Taxes and surcharges V.46 (141,060,083.10) (122,206,704.77)
Selling and distribution V.47 (845,169,994.95)| (1,184,570,733.73)
expenses
General and administrative |\, 48 | (> 381 932,547.86)| (2,764,808,272.51)
expenses
Research and development |, 4q | (5 135 847,532.48)| (2,346,678,199.92)
expenses
Financial expenses V.50 (477,527,426.83) (971,721,007.05)
Including: Interest expenses 932,113,896.25 1,026,232,208.26
Interest income 95,002,125.32 90,241,255.79
Add: Other income V.51 121,149,805.11 120,560,909.18
Investment income V.52 124,472,224.10 161,478,793.36
Including: Income from
investments in associates 113,082,902.29 107,419,633.17
and joint ventures
Gains from changes in fair V.53 101,778,763.32 63,192,319.60
value (“-" for losses)
Credit losses (“-” for losses) V.54 15,761,949.12 (35,609,963.66)
Impairment losses V.55 (49,259,277.40)| (2,094,008,540.56)
(“-" for losses)
Gains from asset disposals |, 5g 7,798,732.75 (13,296,589.79)
(“-" for losses)

Il. Operating profit (“-” for loss) 291,555,488.38 | (3,877,943,792.52)
Add: Non-operating income V.57 200,461,038.05 2,795,303.04
Less: Non-operating expenses V.58 (12,199,021.20) (14,124,778.44)

i Plrg;';)before income tax (™" for 479,817,505.23 | (3,889,273,267.92)
Less: Income tax expenses V.59 (246,556,120.67) (646,188,973.19)

IV. Net profit for the year (“-” for net
loss)

233,261,384.56

(4,535,462,241.11)

The notes on pages 19 to 132 form part of these financial statements.



Ningbo Joyson Electronic Corp.

Consolidated income statement for the year ended 31 December 2022

(continued)
(Expressed in Renminbi Yuan)

Note

2022

2021

IV. Net profit for the year (“-” for net
loss) (continued)

(1) Net profit classified by
continuity of operations

1. Net profit from continuing

operations (“-" for net loss)

233,261,384.56

(4,535,462,241.11)

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

(2) Net profit classified by
ownership:

1. Shareholders of the Company
(“-" for net loss)

394,184,331.03

(3,753,291,036.22)

2. Non-controlling interests
(“-" for net loss)

(160,922,946.47)

(782,171,204.89)

V. Other comprehensive income, net
of tax

V.42

939,416,346.79

(381,481,992.88)

(1) Other comprehensive income
(net of tax) attributable to
shareholders of the Company

655,238,255.41

(276,424,423.19)

1. Item that will not be
reclassified to profit or loss:

266,420,899.48

93,550,717.59

a. Remeasurement of defined
benefit plan

266,420,899.48

93,550,717.59

2. Items that may be reclassified
to profit or loss:

388,817,355.93

(369,975,140.78)

a. Other comprehensive
income recognised under
equity method

16,254,373.83

(21,312,480.63)

b. Effective portion of gains or
losses arising from
hedging instruments

119,464,022.92

64,016,805.06

c. Translation differences
arising from translation of
foreign currency financial
statements

253,098,959.18

(412,679,465.21)

(2) Other comprehensive income
(net of tax) attributable to non-
controlling interests

284,178,091.38

(105,057,569.69)

The notes on pages 19 to 132 form part of these financial statements.



Ningbo Joyson Electronic Corp.

Consolidated income statement for the year ended 31 December 2022

(continued)
(Expressed in Renminbi Yuan)

Note 2022 2021
VI. ngrcomprehenswe income for the 1,172,677,731.35 | (4,916,944,233.99)
(1) Attributable to shareholders of 1,049,422,586.44 | (4,029,715,459.41)
the Company
(2) Attrlbutable to non-controlling 123.255,144.91 (887,228,774.58)
interests
VII. Earnings per share:
(1) Basic earnings per share V.65 0.29 274
(Yuan/share)
(2) Diluted earnings per share V.65 0.29 274
(Yuan/share)
These financial statements were approved by the Board of Directors of the Company on
March 30th 2023.
Wang Jianfeng Li Junyu Zhang Jaiqi (Company stamp)
Legal Representative  The person in charge  The head of the
of accounting affairs accounting
department

(Signature and stamp)

(Signature and stamp)

(Signature and stamp)

The notes on pages 19 to 132 form part of these financial statements.



Ningbo Joyson Electronic Corp.

Company income statement for the year ended 31 December 2022

(Expressed in Renminbi Yuan)

Note 2022 2021

I. Operating income XIV.4 128,467,774.85 108,515,345.06
Less: Operating costs XIV.4 - -

Taxes and surcharges (9,728,741.81) (8,489,727.64)

General and administrative
expenses

(126,551,250.62)

(141,703,447.12)

Financial expenses

(125,807,702.11)

(203,651,921.73)

Including: Interest expenses
Interest income

295,984,844.80
81,442>)

299,196,328.09



Ningbo Joyson Electronic Corp.
Company income statement for the year ended 31 December 2022
(continued)

(Expressed in Renminbi Yuan)

2022 2021
V. Other comprehensive income, net of tax 6,916,401.93 (9,068,677.98)
(1) Item that will not be reclassified to profit i i
or loss
(2) Itlir:Sthat may be reclassified to profit or 6.916,401.93 (9,068,677.98)
a. Other comprehenswe income 6.916,401.93 (9,068,677.98)
recognised under equity method
VI. Total comprehensive income for the year 167,906,352.93 (70,738,090.31)

These financial statements were approved by the Board of Directors of the Company on
March 30th 2023.

Wang Jianfeng
Legal Representative

(Signature and stamp)

Li Junyu
The person in charge
of accounting affairs

(Signature and stamp)

Zhang Jiaqi
The head of the
accounting
department

(Signature and stamp)

The notes on pages 19 to 132 form part of these financial statements.
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Ningbo Joyson Electronic Corp.
Consolidated cash flow statement for the year ended 31 December 2022
(Expressed in Renminbi Yuan)

Note 2022 2021
I. Cash flows from operating
activities:
Proceeds from sale of goods and 55,131,430,682.50 | 52,353,696,717.66
rendering of services
Refund of taxes 538,419,412.36 639,614,112.04
Proceeds from other operating V.60 343,664,018.49 |  874,025,594.95

activities

Sub-total of cash inflows

56,013,514,113.35

53,867,336,424.65

Payment for goods and services

(41,855,569,117.00)

(40,638,214,069.84)

Payment to and for employees

(8,486,540,909.99)

(8,487,381,291.93)

Payment of various taxes

(1,630,511,149.15)

(1,270,304,133.83)

Payment for other operating
activities

V.60

(1,871,073,365.94)

(1,649,947,848.87)

Sub-total of cash outflows

(53,843,694,542.08)

(52,045,847,344.47)

Net cash inflow from operating

o> V.61 2,169,819,571.27 | 1,821,489,080.18
activities
Il. Cash flows from investing activities:
Investment income received 51,781,535.56 20,920,965.17
Net proceeds from disposal of fixed
assets, intangible assets and 101,442,629.45 61,550,097.80
other long-term assets
Net prpgegds from disposal of V.61 200,000,000.00 )
subsidiaries
P;%‘t’f/ﬁ?essfmm other investing V.60 | 1,683,244,592.40 | 3,037,053,280.70
Sub-total of cash inflows 2,036,468,757.41 | 3,119,524,343.67
Payment for acquisition of fixed
assets, intangible assets and (3,303,932,232.09)| (2,805,189,755.49)
other long-term assets
Payment for acquisition of (117,017,000.00)|  (27,256,125.76)
investments
Payment for other investing V.60 | (1,290,364,599.08)| (2,680,683,802.69)

activities

Sub-total of cash outflows

(4,711,313,831.17)

(5,513,129,683.94)

Net cash outflow from investing
activities

(2,674,845,073.76)

(2,393,605,340.27)

The notes on pages 19 to 132 form part of these financial statements.
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Ningbo Joyson Electronic Corp.
Consolidated cash flow statement for the year ended 31 December 2022
(continued)

(Expressed in Renminbi Yuan)

Note 2022 2021
lll. Cash flows from financing activities
Proceeds from investors V.8 891,666,668.00 | 1,693,833,332.00
Including: Proceeds from non-
controlling shareholders of V.8 891,666,668.00 1,608,333,332.00
subsidiaries
Proceeds from borrowings 5,709,959,097.64 | 12,740,239,852.67
Proceeds from other financing V.60 218,833,224.39 |  214,437,064.88
activities
Sub-total of cash inflows 6,820,458,990.03 | 14,648,511,149.55
Repayments of borrowings (5,664,901,983.88)|(12,975,713,468.28)
Payment for dividends, profit (775.989,213.99)| (1,241,697,101.35)
distributions or interest
Including: Dividends and profits
paid to non-controlling
shareholders of (13,059,587.24) (18,351,795.20)
subsidiaries
PZZU”“V‘;?;;‘” other financing V.60 (610,512,458.33)| (2,416,410,837.99)
Sub-total of cash outflows (7,051,403,656.20)| (16,633,821,407.62)
et cash (outflow)/inflow from (230,944,666.17)| (1,985,310,258.07)
inancing activities
IV. Effect of foreign exchange rate
changes on cash and cash 32,244,865.96 (18,830,837.64)
equivalents
V. Netincrease in cash and cash V.61 (703,725,302.70)| (2,576,257,355.80)
equivalents (“-” for decrease)
Add: Cash and cash equivalents at 4,549,246,354.22 | 7,125,503,710.02
the beginning of the year
VI. Cashand cash equivalents atthe |, g1 | 3845501 05152 | 4,549,246,354.22

end of the year

These financial statements were approved by the Board of Directors of the Company on
March 30th 2023.

Wang Jianfeng
Legal Representative

(Signature and stamp)

Li Junyu

The person in charge

of accounting affairs

(Signature and stamp)

Zhang Jiaqi

The head of the
accounting
department
(Signature and stamp)

The notes on pages 19 to 132 form part of these financial statements.
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Ningbo Joyson Electronic Corp.

Company cash flow statement for the year ended 31 December 2022
(Expressed in Renminbi Yuan)

2022 2021

I. Cash flows from operating
activities:

Proceeds from sale of goods and 104,765,004.23 |  124,051,853.33
rendering of services

Refund of taxes - 5,789,199.66
Proceeds from other operating
activities

13



Ningbo Joyson Electronic Corp.
Company cash flow statement for the year ended 31 December 2022
(continued)

(Expressed in Renminbi Yuan)

2022

2021

Cash flows from financing activities:

Cash received from investors

85,500,000.00

Including: proceeds from non-
controlling shareholders of
subsidiaries

Proceeds from borrowings

3,392,997,564.78

4,966,771,330.00

Proceeds from other financing
activities

26,841,989.55

Sub-total of cash inflows

3,419,839,554.33

5,052,271,330.00

Repayments of borrowings

(3,342,116,045.00)

(4,245,026,668.00)

Payment for dividends, profit
distributions or interest

(266,007,837.38)

(551,482,426.95)

Payment for other financing activities

(1,531,938,323.42)

Sub-total of cash outflows

(3,608,123,882.38)

(6,328,447,418.37)

Net cash (outflow)/inflow from
financing activities

(188,284,328.05)

(1,276,176,088.37)

. Effect of foreign exchange rate

changes on cash and cash
equivalents

9,779,288.30

(4,355,252.04)

Net increase in cash and cash
equivalents (“-” for decrease)

(272,226,308.71)

(2,680,129,872.20)

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

1,415,872,723.84

4,096,002,596.04

VI.

Cash and cash equivalents at the end

of the year

1,143,646,415.13

1,415,872,723.84

These financial statements were approved by the Board of Directors of the Company on
March 30th 2023.

Wang Jianfeng Li Junyu Zhang Jiaqi (Company stamp)
Legal Representative  The person in charge  The head of the
of accounting affairs accounting
department

(Signature and stamp) (Signature and stamp) (Signature and stamp)

The notes on pages 19 to 132 form part of these financial statements.
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Ningbo Joyson Electronic Corp.

Consolidated statement of changes in shareholders’ equity for the year ended 31 December 2022
(Expressed in Renminbi Yuan)

Note Attributable to shareholders of the Company
Other . Non-controlling
. ) : ; . ) ; Total
Share capital Capital reserve Less: Trzﬁ::g comprehensive ?g:;::\fllg Surplus reserve General reserve [Retained earnings interests
income

Balance at the beginning of the year

1,368,084,624.00

0,434,247,237.80

(225,263,700.64)

(861,486,784.59)

134,466,504.37

523,226,710.20

5,481,443,316.23

6,854,717,907.37

Add: Changes in accounting policies

Adjusted balance at the beginning of the
year

1,368,084,624.00

0,434,247,237.80

(225,263,700.64)

(861,486,784.59)

134,466,504.37

523,226,710.20

5,481,443,316.23

6,854,717,907.37

Changes in equity during the year (“-" for
decreases)

(169,797,622.77)

655,238,255.41

16,098,995.10

378,085,335.93

(30,665,195.66)

848,959,768.01

1. Total comprehensive income
(1) Net profit

655,238,255.41
638,983,881.58

15

394,184,331.03
394,184,331.03

123,255,144.91
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Ningbo Joyson Electronic Corp.
Consolidated statement of changes in shareholders’ equity for the year ended 31 December 2021
(Expressed in Renminbi Yuan)

Attributable to shareholders of the Company

Less: Treasur Other Specific Non-controlling Total
Share capital Capital reserve ’ Y comprehensive P Surplus reserve General reserve | Retained earnings interests
shares income reserve
Ba'yae”;e atthe beginning ofthe | 4 565 084,624.00 | 9,996,382,413.24 | (225,263,700.64) | (585,062,361.40) 134,466,504.37 4,480,380,440.02 | 4,299,539,091.91 |19,468,527,011.50
Add: Changes in accounting
policies
Adﬁ‘:é?ﬁnibnag'ao“fclﬁ :‘yg‘; 1,368,084,624.00 | 9,996,382,413.24 (225,263,700.64) | (585,062,361.40) 134,466,504.37 4,480,380,440.02 | 4,299,539,091.91 |19,468,527,011.50
Il.  Changes in equity during the
year (" for decreases) 437,864,824.56 (276,424,423.19) (3,957,153,729.82) 1,181,904,224.32 (2,613,809,104.13)
1. Total comprehensive income (276,424,423.19) (3,753,291,036.22) | (887,228,774.58) | (4,916,944,233.99)
(1) Net profit (255,111,942.56) (3,753,291,036.22) (887,228,774.58) | (4,895,631,753.36)
(2) Other equity changes of
investees under equity (21,312,480.63) (21,312,480.63)
method
2. Shareholders’ contributions 437,864,824.56 2,087,484,794.10 2,525,349,618.66

(1) Contribution by ordinary
shareholders

(2) Capital invested by
minority shareholders

418,900,687.96

2,081,099,312.04

2,500,000,000.00

(3) Amount of share based
payment included in
shareholders' equity

18,964,136.60

6,385,482.06

25,349,618.66

w

. Appropriation of profits

(203,862,693.60)

(18,351,795.20)

(222,214,488.80)

(1) Appropriation for surplus
reserve

(2) Distributions to
shareholders

(203,862,693.60)

(18,351,795.20)

(222,214,488.80)

Ill.  Balance at the end of the year

1,368,084,624.00

10,434,247,237.80

(225,263,700.64)

(861,486,784.59)

134,466,504.37

523,226,710.20

5,481,443,316.23

16,854,717,907.37

These financial statements were approved by the Board of Directors of the Company on March 30th 2023.

Wang Jianfeng
Legal Representative

(Signature and stamp)

Li Junyu

The person in charge of

accounting affairs
(Signature and stamp)

The notes on pages 19 to 132 form part of these financial statements.

Zhang Jiaqi

The head of the accounting

department
(Signature and stamp)
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Ningbo Joyson Electronic Corp.
Company statement of changes in shareholders’ equity for the year ended 31 December 2022
(Expressed in Renminbi Yuan)

. Other
‘ Share capital Capital reserve Less: Trgﬁ;gg comprehensive Specific reserve Surplus reserve | Retained earnings Total
income

. Balance at the beginning of the year 1,368,084,624.00
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Ningbo Joyson Electronic Corp.

Company statement of changes in shareholders’ equity for the year ended 31 December 2021
(Expressed in Renminbi Yuan)

i Other
Share capital Capital reserve Less: Triﬁ;?g comprehensive Specific reserve Surplus reserve | Retained earnings Total
income

Balance at the beginning of the year

1,368,084,624.00

11,769,229,050.29

(225,263,700.64)

107,663,022.34

464,894,071.11

13,484,607,067.10

Add: Changes in accounting policies

Adjusted balance at the beginning of the
year

1,368,084,624.00

11,769,229,050.29

(225,263,700.64)

107,663,022.34

464,894,071.11

13,484,607,067.10

Changes in equity during the year
(“-" for decreases)

6,108,500.00

(9,068,677.98)

(265,532,105.93)

(268,492,283.91)

1. Total comprehensive income

(9,068,677.98)

(61,669,412.33)

(70,738,090.31)

(1) Net profit

(61,669,412.33)

(61,669,412.33)

(2) Other equity changes of investees
under equity method

(9,068,677.98)

(9,068,677.98)

2. Shareholders’ contributions and
decrease of capital
(1) Amount of share based payment

6,108,500.00

18
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Ningbo Joyson Electronic Corp.
Notes to the financial statements
(Expressed in Renminbi Yuan unless otherwise indicated)

Basic information of the company
Company status

Ningbo Joyson Electronic Co., Ltd. (originally named “Liaoyuan Deheng Co., Ltd.” and was
renamed “Liaoyuan Joyson Electronics Co., Ltd.”, it was changed to current name in
February 2014, hereinafter referred to as “Joyson Electronics” or “the Company”), formerly
known as Liaoyuan Deheng Co., Ltd., was established on 7 August 1992, registered with
Liaoyuan City Business Administration, and approved by Jilin Province Economic Reform
Committee, numbered Ji Gai Pi [1992] No.40. Led by Liaoyuan Chemical Fiber Corporation,
the Company cooperated with Shanghai Second Textile Machine Co., Ltd., China Chemical
Fiber Company and China Jilin International Economic Technical Cooperation Company to
establish a directional raising funds company. The raised shares amounted to 65,000,000,
with par value of RMB1.00 yuan per share.

On 10 November 1993, upon the approval of Zheng Jian Fa Shen Zi [1993] No. 69 issued by
the China Securities Regulatory Commission, Liaoyuan Deheng Co., Ltd. (hereinafter
referred to as “Deheng”) raised capital from public by issuing 25,000,000 ordinary shares,
totaling 90,000,000 shares thereafter. The increased shares were listed on Shanghai Stock
Exchange on 6 December 1993.

The 12th meeting of the 6th Board of Directors of the Company on 15 April 2011 and the 2nd
extraordinary shareholders’ meeting of the Company on 9 May 2011 approved Proposal on
the Relevant Conditions of Significant Assets Restructuring and Non-public Offering of Stock
of Liaoyuan Deheng Co., Ltd., the Proposal on the Specific Scheme of Significant Assets
Restructuring and Assets Purchase by Issuing Shares and Related Party Transactions of
Liaoyuan Deheng Co., Ltd., the Proposal on Signing the “Report on Assets Purchase by
Issuing Shares and Related Party Transactions of Liaoyuan Deheng Co., Ltd. (draft)” to carry
out significant assets restructuring of the Company. On 29 November 2011, China
Securities Regulatory Commission issued the Reply on the Approval of Liaoyuan Deheng
Co., Ltd. to Purchase Assets by Issuing Shares to Ningbo Joyson Investment Group Co., Ltd.
(Zheng Jian Xu Ke (2011) N0.1905), approving Liaoyuan Deheng Co., Ltd to purchase
assets by issuing shares to Joyson Holding Co., Ltd (formerly “Ningbo Joyson Investment
Group Co., Ltd.”, hereinafter referred to as “Joyson Group”) and persons acting in concert.
On 13 December 2011, the renewed registration of relevant assets was completed. The
75% equity of Joyson Electronics, 100% equity of Changchun Joyson Auto Parts Co., Ltd.,
82.3% equity of Huade Plastic Manufacturing Co., Ltd. and 100% of Shanghai Huade
Benyuan Auto Mirror Co., Ltd. held by Joyson Group and persons acting in concert have all
been transferred to Deheng. This significant transaction of assets transfer has been
completed.
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

Upon the approval of the 19th meeting of the 9th Board of Director of the Company on 22
April 2019 and the 2018 annual shareholders’ meeting on 28 June 2019, the Company
converted capital reserve to share capital by 4 shares for each 10 shares to all shareholders.
Totally 350,932,304 shares capital were converted, which was calculated based on the total
shares of 877,330,761 after being deducted repurchased shares of 71,958,239 from the total
shares issued on the date of record determined by the implementation of announcement.
After the completion of capital reserve conversion, Company’s capital shares increased to
1,300,221,304 shares. As at 30 July 2019, the new trading shares got listed.

Upon the approval of the 25th meeting of the 9th Board of Director of the Company on 19
December 2019, the Company cancelled 62,958,239 treasury shares in security-repurchase
account. After the cancellation, the security-repurchase account holds 9,000,000 treasury
shares. The Company’s registered capital was revised to RMB1,237,263,065 and total
shares changed to 1,237,263,065 shares.

Upon the approval of the 27th meeting of the 9th Board of Directors on 22 April 2020, the
2019 annual shareholders’ meeting on 12 May 2020, as well as the approval from China
Securities Regulatory Commission regarding the request of non-public offering from the
Company (Zheng Jian Xu Ke (2020) No.1829), the Company is eligible to privately issue no
more than 371,178,919 new shares to fund the expension of production capacity of the
intelligent automotive products and working capital. Up till 22 October 2020, the Company
issued 130,821,559 shares to 9 designated parties with RMB19.11 per share. The
consideration was fully paid in cash, with the amount of RMB2,499,999,992.49. The
Company received the cash of RMB2,476,415,086.84 after deducting underwriting and
sponsoring fee of RMB23,584,905.65. After the non-public offering, the share capital is
changed to 1,368,084,624 shares.

On 24 November and 15 December 2020, the Company entered into Share Transfer
Agreement and its Supplemental Agreement, and Performance Commitment and
Compensation Agreement with Guangdong Senssun Weighing Apparatus Group Ltd.
(“Senssun”). Pursant to those agreements, Senssun was to purchase 51% shares of Ningbo
JoysonQuin Automotive Systems Holding Co., Ltd. from the Company in cash. The
transaction was approved on the third shareholders’ meeting on 31 December 2020, and the
transaction was consummated on the same day.

Upon the approval of the 16th meeting of the 10th Board of Director of the Company on 14
October 2021 and 2nd extraordinary shareholders’ meeting of 2021 on 1 November 2021,
the Company launched the 2021 Joyson Employee Stock Ownership Plan, which was to
grant restricted stock units (“RSU”) to 27 qualified employees with the 9,000,000 treasury
shares. The face value was RMBL1 per share and the granting price was RMB9.5 per share.
The Company received the RSU subscription proceeds of RMB85,500,000 in total on 8
November 2021, and transferred 9,000,000 treasury shares to the Company’s Employee
Stock Ownership account on the same day. In 2022, two employees quit the Employee Stock
Ownership plan, and the Company's RSU obligation decreased to RMB 81,700,000.00.

The Company and its subsidiaries (“the Group”) are principally engaged in R&D, production
and sale of automotive components, including Human Machine Interface products,
telematics, automobile safety systems, and electronic products of new energy vehicle, etc..
The principal locations of the Group's operations include China, the United States, Japan,
Germany, Mexico, Italy, Romania, Portugal, Poland, Brasil and India. Please refer to Note
VII for related information of the Company's subsidiaries.
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

Scope of the consolidated financial statements

These financial statements were approved by the Board of Directors of the Company on
March 30th 2023. According to the Articles of Association of the Company, the financial
statements are subject to the deliberation by the shareholders’ meeting.

The Company has a total of 112 subsidiaries included in the consolidation scope in 2022.
Refer to Note VIl “Interests in other entities” for details. There are 7 subsidiaries decreased
in the consolidation scope of 2022 compared with 2021. Refer to Note VI “Change of
consolidation scope” for details.

Basis of preparation

Basis of preparation

The financial statements have been prepared on the going concern basis.

Going concern basis

There is no material uncertainties related to events or conditions that may cast significant
doubt upon the Company’s ability to continue as a going concern.

Significant accounting policies and accounting estimates
Statement of compliance

The financial statements have been prepared in accordance with the requirements of
Accounting Standards for Business Enterprises or referred to as China Accounting
Standards (“CAS”) issued by the Ministry of Finance (“MOF"). These financial statements
present truly and completely the consolidated financial position and financial position of the
Company as at 31 December 2022, and the consolidated financial performance and financial
performance and the consolidated cash flows and cash flows of the Company for the year
then ended.

These financial statements also comply with the disclosure requirements of “Regulation on
the Preparation of Information Disclosures by Companies Issuing Securities, No. 15: General
Requirements for Financial Reports” as revised by the China Securities Regulatory
Commission (“CSRC”) in 2014.

Accounting period

The accounting period is from 1 January to 31 December.
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

Operating cycle

The Company takes the period from the acquisition of assets for processing to until the
ultimate realisation of cash or cash equivalents as a normal operating cycle. The operating
cycle of the Company is usually 12 months, and is used to classify the liquidity of assets and
liabilities.

Functional currency

The Company’s functional currency is Renminbi and these financial statements are
presented in Renminbi. Functional currency for consolidating the components of the Group
are US Dollar, Mexican Peso, Brazilian Real, Hungarian Forint, Thai Baht, Indonesian
Rupiah, Malaysian Ringgit, Philippine Peso, Russian Ruble, South African Rand, Sterling
Pound, Euro, Romanian Leu, Polish Zloty, Swedish Krona, Swiss franc, Czech Koruna,
Indian Rupee, Japanese Yen, Korean Won ,Hong Kong dollar and Renminbi respectively.
Their financial statements have been translated based on the accounting policy set out in
Note 111.9.

Accounting treatments for business combinations involving entities under common control
and not under common control

Business combination is the transaction between two separate companies or more which are
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

For a business combination not under common control, the combination costs comprise the
assets paid (including the equity of the acquiree held at the acquisition date), the liabilities
incurred or assumed, and the fair value of the equity securities issued by the acquirer at the
acquisition date in order to obtain the control over the acquiree. The intermediary fees, such
as auditing, legal services, assessment and consulting, and other administrative expenses
are is recognised in profit or loss for the current period when incurred. The costs of issuing
equity or debt securities as a part of the consideration for the acquisition are included in the
carrying amounts of these equity or debt securities upon initial recognition. At the acquisition
date, the acquired assets, liabilities and contingent liabilities of the acquiree are measured at
the fair value. Where the cost of combination exceeds the acquirer’s interest in the fair value
of the acquiree’s identifiable net assets, the difference is recognised as goodwill. Where the
cost of acquisition is less than the acquirer’s interest in the fair value of the acquiree’s
identifiable net assets, the acquirer shall firstly review the fair value of the identifiable assets,
liabilities and contingent liabilities of the acquiree and the cost of the combination. If the cost
of the combination is still less than the fair value of the acquiree's identifiable net assets
obtained in the merger, the difference is recognised in profit or loss for the current period
after reassessment. If the contingent consideration involved is included in the combination
cost at its fair value on the acquisition date and there is a new or additional evidence for the
existence of a new or further evidence of the existence of the acquisition date within 12
months after the acquisition date, the consolidated goodwill will also be adjusted.

The deductible temporary difference that the acquirer obtained from the acquiree wasn't
confirmed because of not fitting for the confirmation condition of the deferred tax asset
recognition on the purchase date. It will be recognised in the 12 months after the purchase
date if the purchaser obtains new or further information indicating that the situation above
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

Consolidated financial statements
General principles

The scope of consolidated financial statements is based on control and the consolidated
financial statements comprise the Company and its subsidiaries. Subsidiaries represent the
entities controlled by the Company. Control exists when the investor has all of following:
power over the investee; exposure, or rights, to variable returns from its involvement with the
investee and has the ability to affect those returns through its power over the investee.
When assessing whether the Group has power, only substantive rights (held by the Group
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

All significant balances, transactions and unrealised profits in the Group are offset in the
preparation of the consolidated financial statements. For unrealised loss from the intra-group
transactions, where there is evidence that indicates the loss is related to the impairment loss
of relevant assets, the loss shall be recognised fully.

The shareholders’ equity, current net profit or loss and comprehensive income of the
subsidiary that are not separately attributable to the Company are presented separately as
minority interests, profit or loss and other comprehensive income for minority shareholders in
the consolidated financial statements under shareholders' equity, net profit and
comprehensive income. The portion of the net profits and losses of the subsidiaries in the
current period is listed as “minority shareholders' profit and loss” under the item of net profit
in the consolidated income statement. If the losses of the subsidiaries shared by the minority
shareholders are higher than the minority shareholders' share at the beginning shareholders'
equity of the subsidiary, and the minority interests are still offset.

Disposal of subsidiaries

When the Company has lost control of the original subsidiary due to disposal of part of the
equity investment or other reasons, the remaining equity will be reassessed at the fair value
at the date of loss of control. The difference between the consideration obtained from
disposal of the equity and the fair value of the remaining equity less the share of the net
assets of the original subsidiary that is calculated on the basis of the original shareholding
from the date of purchase and is included in the current period of loss of control Investment
income. Other comprehensive income related to the original equity investment of the
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

If each of the multiple transactions forms part of a bundled transaction which eventually
results in the loss of control in the subsidiary, these multiple transactions are accounted for
as a single transaction. In the consolidated financial statements, the difference between the
consideration received and the corresponding proportion of the subsidiary’s net assets
(calculated continuously from the acquisition date) in each transaction prior to the loss of
control shall be recognised in other comprehensive income and transferred to profit or loss
when the parent eventually loses control of the subsidiary.

Changes in non-controlling interests

Where the Company acquires a non-controlling interest from a subsidiary’s non-controlling
shareholders or disposes of a portion of an interest in a subsidiary without a change in
control, the difference between the proportion interests of the subsidiary’s net assets being
acquired or disposed and the amount of the consideration paid or received is adjusted to the
capital reserve (share premium) in the consolidated balance sheet, with any excess adjusted
to retained earnings.

Joint arrangement

A joint arrangement is an arrangement of which two or more parties have joint control. The
Group classifies the joint arrangement into joint operations and joint ventures in accordance
with their rights and obligations under the joint venture arrangement. A joint operation refers
to the joint venture arrangement in which the Group enjoys the relevant assets of the
arrangement and undertakes the relevant liabilities of the arrangement. A joint venture refers
to a joint venture arrangement in which the Group has the right to enjoy only the net assets
of the arrangement.

The Group's investment in the joint venture is accounted for using the equity method and is
accounted for in accordance with the accounting policies described in Note 111.13 (2).

The Group as a party of joint arrangement recognises the assets held jointly by the Group,
the liabilities assumed by the Group alone and the jointly held assets and liabilities
recognised in accordance with the share of the Group. As a joint venture, the Group
recognises that the Group 's share of the common operating assets; the recognition of the
expenses incurred by the Group as a result of the sale of the Group; and the recognition of
the costs of the joint operation in accordance with the share of the Group. When the Group
invests or sells assets jointly as a joint venture (the asset does not constitute a business, the
same below), or purchases assets from a joint operation, The Group only recognises that the
transaction resulted from the sale of the asset to a third party of the profits and losses
attributable to co-operation of other participants in the part. In the event of asset impairment
losses, the Group recognises the loss in full in the event that the Group invests or sells the
assets to the joint operation. The Group recognises the loss as a result of the share of the
Group’s assets acquired from joint operation.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, deposits that can be readily withdraw on
demand, and short-term (generally from the date of purchase, within three months due),

highly liquid investments that are readily convertible into known amounts of cash and are
subject to an insignificant risk of change in value.
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

Foreign currency transactions and translation of foreign currency financial statements
Foreign currency transactions

When the Group receives capital in foreign currencies from investors, the capital is translated
to Renminbi at the spot exchange rate at the date of the receipt. Other foreign currency
transactions are, on initial recognition, translated to functional currency. However, foreign
currency exchange transactions or transactions involving the conversion of foreign currency
are converted to functional currency based on the actual exchange rate.

Conversion of foreign currency monetary items and foreign currency non-monetary items

Monetary items denominated in foreign currencies are translated to RMB at the spot
exchange rate at the balance sheet date. The resulting exchange differences are generally
recognised in profit or loss, unless they arise from the re-translation of the principal and
interest of specific borrowings for the acquisition, construction or production of qualifying
assets (see Note 111.16).

Non-monetary items that are measured at historical cost in foreign currencies are translated
to RMB using the exchange rate at the transaction date. Non-monetary items that are
measured at fair value in foreign currencies are translated using the exchange rate at the
date the fair value is determined; the resulting exchange differences are recognised in profit
or loss, except for the differences arising from the re-translation of available-for-sale financial
assets, which are recognised in other comprehensive income.

Translation of foreign currency statement

In the case of foreign currency monetary items that substantially constitute net investment in
overseas operations, exchange differences arising as a result of exchange rate changes are
recognised as other comprehensive income as “translation differences of foreign currency
statements”; for disposal of overseas operations, it is included in the disposal of current
profits and losses. Assets and liabilities of foreign operation are translated to RMB at the
spot exchange rate at the balance sheet date. Equity items, excluding “Retained earnings”,
are translated to RMB at the spot exchange rates at the transaction dates. Income and
expenses of foreign operation are translated to RMB at the current average exchange rates
at the transaction dates. The undistributed profit at the beginning of the year is the
undistributed profit at the end of the previous year. The undistributed profit at the end of the
year is calculated according to the profit distribution after conversion. The resulting
translation differences are recognised in other comprehensive income.

In the preparation of consolidated financial statements involving a foreign operation, if there
is a foreign currency monetary item that substantially constitutes a net investment in a
foreign operation, the exchange difference arising from change in exchange rates is
recognised as other comprehensive income as a “translation difference”. The disposal of a
foreign operation is recognised in profit or loss.

The opening balance and the actual balance of the previous year are stated based on the
amount after the translation of the financial statements of previous year.

In case of disposal of the whole owner's equity of the Group's foreign operations or the loss
of control over the foreign operation due to the disposal of part of the equity investment or
other reasons, the balance of the equity attributable to the foreign enterprise. The difference
in translation of foreign currency statements of owners' equity of the Company shall be
transferred to the profit or loss of the current disposal period.
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

In the event of disposal of part of equity investment or other reasons that reduce the
proportion of overseas business interests, but not lose control over the overseas operation,
the foreign currency translation differences related to the disposal of foreign operations shall
be vested in minority interests and not transferred to the current profits and losses. When
the overseas operation is part of the equity interest in the joint venture or joint venture, the
foreign currency translation difference related to the overseas operation shall be transferred
to the profit or loss of the current period according to the proportion of disposal of the
overseas operation.

Financial instruments
Financial instruments include cash at bank and on hand, investments in debt and equity
securities other than those classified as long-term equity investments (see Note [11.13),

receivables, payables, loans and borrowings, debentures payable and share capital.

Recognition of fair value of financial assets and financial liabilities
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Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

A debt investment is measured at FVOCI if it meets both of the following conditions and
is not designated as at FVTPL.:

- itis held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Group may
irrevocably elect to present subsequent changes in the investment’s fair value in other
comprehensive income. This election is made on an investment-by-investment basis.

The instrument meets the definition of equity from the perspective of the issuer.

All financial assets not classified as measured at amortised cost or FVOCI as
described above are measured at FVTPL. On initial recognition, the Group may
irrevocably designate a financial asset that otherwise meets the requirements to be
measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

The business model refers to how the Group manages its financial assets in order to
generate cash flows. That is, the Group’s business model determines whether cash
flows will result from collecting contractual cash flows, selling financial assets or both.
The Group determines the business model for managing the financial assets according
to the facts and based on the specific business objective for managing the financial
assets determined by the Group’s key management personnel.

In assessing whether the contractual cash flows are solely payments of principal and

interest, the Group considers the contractual terms of the instrument. For the purposes
of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
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- Debt investments at FVOCI
These assets are subsequently measured at fair value. Interest income calculated
using the effective interest method, impairment and foreign exchange gains and
losses are recognised in profit or loss. Other net gains and losses are recognised in
other comprehensive income. On derecognition, gains and losses accumulated in
other comprehensive income are reclassified to profit or loss.
- Equity investments at FVOCI
These assets are subsequently measured at fair value. Dividends are recognised
as income in profit or loss. Other net gains and losses are recognised in other
comprehensive income. On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to retained earnings.
(3) Classification and subsequent measurement of financial liabilities
Financial liabilities are classified as measured at FVTPL or amortised cost.
- Financial liabilities at FVTPL

A financial liability is classified as at FVTPL if it is classified as held-for-trading (including
derivative financial liability) or it is designated as such on initial recognition.

Financial liabilities at FVTPL are subsequently measured at fair value and net gains and
losses, including any interest expense, are recognised in profit or loss, unless the financial
liabilities are part of a hedging relationship.

- Financial liabilities at amortised cost

These financial liabilities are subsequently measured at amortised cost using the effective
interest method.

(4) Offsetting

31



(6)

Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

- the financial asset has been transferred, although the Group neither transfers nor retains
substantially all of the risks and rewards of ownership of the financial asset, it does not
retain control over the transferred asset.

Where a transfer of a financial asset in its entirety meets the criteria for derecognition, the
difference between the two amounts below is recognised in profit or loss:

- the carrying amount of the financial asset transferred measured at the date of
derecognition;

- the sum of the consideration received from the transfer and, when the transferred financial
asset is a debt investment at FVOCI, any cumulative gain or loss that has been
recognised directly in other comprehensive income for the part derecognised.

The Group derecognises a financial liability (or part of it) only when its contractual obligation
(or part of it) is extinguished.

Impairment
The Group recognises loss allowances for expected credit loss (ECL) on:

- financial assets measured at amortised cost;
- contract assets;
- debt investments measured at FVOCI.

Financial assets measured at fair value, including debt investments or equity securities at
FVPL, equity securities designated at FVOCI and derivative financial assets, are not subject
to the ECL assessment.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e. the difference between the cash flows due to the
entity in accordance with the contract and the cash flows that the Group expects to receive).

The maximum period considered when estimating ECLs is the maximum contractual period
(including extension options) over which the Group is exposed to credit risk.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life
of a financial instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible
within the 12 months after the balance sheet date (or a shorter period if the expected life of
the instrument is less than 12 months).

Loss allowances for trade receivables and contract assets are always measured at an
amount equal to lifetime ECL. ECLs on these financial assets are estimated using a
provision matrix based on the Group’s historical credit loss experience, adjusted for factors
that are specific to the debtors and an assessment of both the current and forecast general
economic conditions at the balance sheet date.
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Except for trade receivables and contract assets, the Group measures loss allowance at an
amount equal to 12-month ECL for the following financial instruments, and at an amount
equal to lifetime ECL for all other financial instruments:

- If the financial instrument is determined to have low credit risk at the balance sheet date;

- If the credit risk on a financial instrument has not increased significantly since initial
recognition.

Financial instruments that have low credit risk
The credit risk on a financial instrument is considered low if the financial instrument has a low
risk of default, the borrower has a strong capacity to meet its contractual cash flow

obligations in the near term and adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability of the borrower to fulfil its
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The Group considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations to the Group in full, without recourse
by the Group to actions such as realising security (if any is held); or

- the financial asset is more than 90 days past due.
Credit-impaired financial assets

At each balance sheet date, the Group assesses whether financial assets carried at
amortised cost and debt investments at FVOCI are credit-impaired. A financial asset is
‘credit-impaired’ when one or more events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred. Evidence that a financial asset is
credit-impaired includes the following observable data:

- significant financial difficulty of the borrower or issuer;
- abreach of contract, such as a default or delinquency in interest or principal payments;

- for economic or contractual reasons relating to the borrower’s financial difficulty, the
Group having granted to the borrower a concession that would not otherwise consider;

- itis probable that the borrower will enter bankruptcy or other financial reorganisation; or

- the disappearance of an active market for that financial asset because of financial
difficulties.

Presentation of allowance for ECL

ECLs are remeasured at each balance sheet date to reflect changes in the financial
instrument’s credit risk since initial recognition. Any change in the ECL amount is recognised
as an impairment gain or loss in profit or loss. The Group recognises an impairment gain or
loss for all financial instruments with a corresponding adjustment to their carrying amount
through a loss allowance account, except for debt investments that are measured at FVOCI,
for which the loss allowance is recognised in other comprehensive income.

Write-off

The gross carrying amount of a financial asset is written off (either partially or in full) to the
extent that there is no realistic prospect of recovery. A write-off constitutes a derecognition
event. This is generally the case when the Group determines that the debtor does not have
assets or sources of income that could generate sufficient cash flows to repay the amounts
subject to the write-off. However, financial assets that are written off could still be subject to
enforcement activities in order to comply with the Group’s procedures for recovery of
amounts due.

Subsequent recoveries of an asset that was previously written off are recognised as a
reversal of impairment in profit or loss in the period in which the recovery occurs.
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Equity instrument

The consideration received from the issuance of equity instruments net of transaction costs
is recognised in shareholders’ equity. Consideration and transaction costs paid by the
Company for repurchasing self-issued equity instruments are deducted from shareholders’

equity.

When the Company repurchases its own shares, those shares are treated as treasury
shares. All expenditure relating to the repurchase is recorded in the cost of the treasury
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- Other convertible instruments not containing an equity component

For other convertible instruments issued by the Group which do not contain an equity
component, at initial recognition, the derivative component is measured at fair value, and
any excess of proceeds over the derivative component is recognised as the liability
component.

The derivative component is subsequently measured at fair value, and gains or losses
from the changes in the fair value are recognised in profit or loss. The liability component
is subsequently carried at amortised cost using the effective interest method.

On conversion, the carrying amounts of the derivative and liability components are
transferred to equity. If the instrument is redeemed, any difference between the
redemption amount paid and the carrying amounts of both components is recognised in
profit or loss.

Preference shares and perpetual debentures

At initial recognition, the Group classifies the preference shares, perpetual debentures issued
or their components as financial assets, financial liabilities or equity instruments based on
their contractual terms and their economic substance after considering the definition of
financial assets, financial liabilities and equity instruments.

Preference shares and perpetual debentures issued containing both equity and liability
components are accounted for using the accounting policy for convertible instruments
containing an equity component. Preference shares and perpetual debentures issued not
containing an equity component are accounted for using the accounting policy for other
convertible instruments not containing an equity component.

Preference shares and perpetual debentures issued that should be classified as equity
instruments are recognised in equity based on the actual amount received. Any distribution
of dividends or interests during the instruments’ duration is treated as profit appropriation.
When the preference shares and perpetual debentures are redeemed according to the
contractual terms, the redemption price is charged to equity.

Inventories
Classification

Inventories include raw materials, work in progress, semi-finished goods, finished goods,
reusable materials and goods in transit. Reusable materials include low-value consumables,
packaging materials and other materials, which can be used repeatedly but do not meet the
definition of fixed assets.

Measurement method of cost of inventories

Inventories are initially measured at cost. Cost of inventories comprises all costs of
purchase, costs of conversion and other expenditure incurred in bringing the inventories to
their present location and condition. Borrowing costs directly related to the production of
qualifying inventories are also included in the cost of inventories (see Note I11.16). In addition
to the purchase cost of raw materials, work in progress and finished goods include direct
labour costs and an appropriate allocation of production overheads.
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Costs of a construction contract comprise the direct and indirect costs attributable to the
contract and incurred during the period from the date of entering into the contract to the final
completion of the contract. The costs incurred plus recognised profits (or less recognised
losses) and progress billings in respect of construction contract are offset and the net amount
is presented in the balance sheet. The excess of (a) costs incurred plus recognised profits
(less recognised losses) over (b) progress billings is presented in the balance sheet as
inventory, or as advances from customers when (b) exceeds (a).

Cost of inventories recognised is calculated using the weighted average method.

Basis for determining the net realisable value and method for provision for obsolete
inventories

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale and
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A disposal group refers to a group of assets to be disposed of, by sale or otherwise, together
as a whole in a single transaction and liabilities directly associated with those assets that will
be transferred in the transaction.

A non-current asset or disposal group is classified as held for sale when all the following
criteria are met:

- According to the customary practices of selling such asset or disposal group in similar
transactions, the non-current asset or disposal group must be available for immediate sale
in their present condition subject to terms that are usual and customary for sales of such
assets or disposal groups;

- Its sale is highly probable, that is, the Group has made a resolution on a sale plan and has
obtained a firm purchase commitment. The sale is to be completed within one year.

Non-current assets or disposal groups held for sale are stated at the lower of carrying
amount and fair value less costs to sell (except financial assets (see note 111.10), deferred tax
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(1) Initial recognition

The initial cost of a long-term equity investment acquired through a business combination
involving entities under common control is the Company’s share of the carrying amount of
the subsidiary’s equity in the consolidated financial statements of the ultimate controlling
party at the combination date. The difference between the initial investment cost and the
carrying amount of the consideration given is adjusted to the share premium in the capital
reserve, with any excess adjusted to retained earnings. For a long-term equity investment
in a subsidiary acquired through a business combination achieved in stages which do not
form a bundled transaction and involving entities under common control, the Company
determines the initial cost of the investment in accordance with the above policies. The
difference between this initial cost and the sum of the carrying amount of previously-held
investment and the consideration paid for the shares newly acquired is adjusted to capital
premium in the capital reserve, with any excess adjusted to retained earnings.

For a long-term equity investment obtained through a business combination not involving
entities under common control, the initial cost comprises the aggregate of the fair value of
assets transferred, liabilities incurred or assumed, and equity securities issued by the
Company, in exchange for control of the acquiree. For a long-term equity investment
obtained through a business combination not involving entities under common control and
achieved through multiple transactions in stages which do not form a bundled transaction,
the initial cost comprises the carrying amount of the previously-held equity investment in
the acquiree immediately before the acquisition date, and the additional investment cost at
the acquisition date.

The intermediary fees, such as audit, legal service, assessment consultation and other
related management expenses incureqch € vestdn
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Long-term equity investment accounted for using the cost method are stated in the
balance sheet at cost less accumulated impairment losses.

For the impairment of long-term equity investment accounted for using the cost method,
refer to Note I11.18.

In the Group’s consolidated financial statements, long-term equity investment accounted
for using the cost method are accounted for in accordance with the policies described in
Note Il1.6.

Long-term equity investment accounted for using the equity method

When the initial investment cost of a long-term equity investment is greater than the fair
value of the investee's identifiable net assets at the time of investment, the initial
investment cost of the long-term equity vestment shall not be adjusted. When the initial
investment cost is less than the investment, the difference between the investment cost
and the fair value of the investee’s identifiable net assets at the time of investment shall
be included in profit or loss and the cost of the long-term equity investment shall be
adjusted accordingly.

When the equity method is adopted, it shall recognise its share of the investee’s net
profits or losses, as well as its share of the investee’s other comprehensive income, as
investment income or losses and other comprehensive income, and adjust the carrying
amount of the long-term equity investment accordingly. The carrying amount of the long-
term equity investment shall be reduced by the portion of any profit distribution or cash
dividends declared by the investee. The portion of the investee’s owners’ equity changes,
other than those arising from the investee’s net profit or loss, other comprehensive income
or profit distribution, shall be recognised in the capital reserve, and the carrying amount of
the long-term equity investment shall be adjusted accordingly. The Company shall
recognise its share of the investee’s net profits or losses after making appropriate
adjustments based on the fair value of the investee’s identifiable net assets at the
acquisition date. Where the accounting policies and accounting period adopted by the
investee are not consistent with those used by the Company, the Company shall use its
own accounting policies and accounting period, adjust the relevant items of the financial
statements of the investee, and recognise investment income or loss and other
comprehensive income, based on the adjusted financial statements of the investee. The
unrealised profits or losses resulting from transactions between the Group and its
associate or joint venture in which the invested or sold assets do not constitute a business
shall be eliminated in proportion to the Group’s equity interest in the investee, based on
which investment income or losses shall be recognised. Any losses resulting from
transactions between the Group and its investee, which are attributable to asset
impairment, shall be recognised in full instead of being eliminated.

When the net loss attributable to the investee is recognised, the book value of the long-
term equity investment and other long-term equity investments which substantially
constitute the net investment in the investee shall be reduced to zero. In addition, if the
Group has the obligation to bear additional losses on the investee, it shall recognise the
estimated liabilities according to the obligation assumed and take into account the current
investment loss. If the investee's net profit is realised in a later period, the Group will
resume the recognition of the amount of the share of proceeds after the amount of the
share of profits has made up the unrecognised loss share.

For the impairment of long-term equity investment accounted for using the equity method,
refer to Note 111.18.
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Impairment of the fixed assets

For the impairment of the fixed assets, refer to Note 111.18.

Disposal of fixed assets

When the fixed asset is holding for disposal or when no future economic benefit is expected
to be generated from its use or disposal, the carrying amount of a fixed asset is
derecognised. Gains or losses arising from the retirement or disposal of an item of fixed

asset are determined as the difference between the net disposal proceeds and the carrying
amount of the item, and are recognised in profit or loss on the date of retirement or disposal.

Construction in progress
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The effective interest rate is determined as the rate that exactly discounts estimated future
cash flow through the expected life of the borrowing or, when appropriate, a shorter period to
the initially recognised amount of the borrowings.

During the capitalisation period, exchange differences related to the principal and interest on
a specific-purpose borrowing denominated in foreign currency are capitalised as part of the
cost of the qualifying asset. The exchange differences related to the principal and interest on
foreign currency borrowings other than a specific-purpose borrowing are recognised as a
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The respective amortisation periods for intangible assets are as follows:

Item Amortisation period (years)
Land-use right 40 - 50 years
Software and patents 5-10 years
Non-patents 5-12 years
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If they do not meet the above conditions, expenditure incurred during the development phase
is included in profit on loss. Other development expenses should be recognized as
expenses during the period in which they are incurred. Development expenditures that have
been charged to profit or loss in previous periods should not be recognized as assets in
future periods. Capitalized expenditure during the development phase are listed as
development cost on the balance sheet and will be converted to intangible assets from the
date the project reaches its intended use.

If it is not possible to distinguish between expenditure at the research stage and expenditure
at the development stage, all the expenditures that are expected to be incurred shall be
reocgnised in profit or loss.

Capitalized development expenditures are stated in the balance sheet at cost less
impairment allowances (see Note IIl 18).

When an enterprise sells products or by-products produced before a fixed asset is available
for its intended use, the proceeds and related cost are accounted for in accordance with CAS
14 — Revenue and CAS 1 — Inventories respectively, and recognised in profit or loss for the
current period.

Impairment of long-term assets

For non-current non-financial assets such as fixed assets (excluding land), construction in
progress, right-of-use assets, intangible assets with definite useful life, long-term equity
investments in subsidiaries, joint ventures, associates and long-term deferred expenses, etc.,
the carrying amounts of these assets are reviewed at each balance sheet date based on the
internal and external sources of information to determine whether there is any indication of
impairment. If any indication exists, the recoverable amount of the asset is estimated. Land,
goodwill, intangible assets with an indefinite useful life, and intangible assets that are not yet
ready their usable status, impairment test is carried out annually, irrespective of whether
there is any indication of impairment.

The Group calculates and recognises the provision for impairment based on individual asset.
If it is difficult to estimate the recoverable amount of an individual asset, it is estimated based
on the cash generating unit which the asset belongs. An asset group is the smallest
identifiable group of assets that generates cash inflows that are largely independent of the
cash inflows from other assets or asset groups. An impairment loss is recognised in profit or
loss when the recoverable amount of an asset is less than its carrying amount. A provision
for impairment of the asset is recognised accordingly. The recoverable amount of an asset
(or asset group, set of asset groups) is the higher of its fair value less costs to sell and its
present value of expected future cash flows. The fair value of the asset is determined
according to the price of the sale agreement in the arm’s length transaction; if there is no
sales agreement but there is an active market for the asset, the fair value shall be
determined according to the buyer's bid of the asset; if there is no sales agreement and the
active market of the asset, the fair value of assets is estimated based on the best available
information. Disposal costs include legal costs related to the disposition of assets, related
taxes, removal charges, and direct costs incurred to bring the asset to a salable condition.
The present value of the expected future cash flow of the asset shall be determined by
discounting the discounted cash flow at the appropriate discount rate according to the
expected future cash flow generated during the continuous use of the asset and at the final
disposal.
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An impairment loss is recognised in profit or loss when the recoverable amount of an asset is
less than its carrying amount. A provision for impairment of the asset is recognised
accordingly.

Goodwill separately presented in the financial statements is allocated to the asset group or
asset groups that are expected to benefit from the synergies of the business combination
when carrying out an impairment test. If the recoverable amount of the asset group or the
combination of the asset group including the goodwill of the assessed goodwill is lower than
its book value, the impairment loss shall be recognised. Impairment losses related to an
asset group or a set of asset groups are allocated first to reduce the carrying amount of any
goodwill allocated to the asset group or set of asset groups, and then to reduce the carrying
amount of the other assets in the asset group or set of asset groups on a pro rata basis.
However, such allocation would not reduce the carrying amount of an asset below the
highest of its fair value less costs to sell (if measurable), its present value of expected future
cash flows (if determinable) and zero.

Once an impairment loss is recognised, it is not reversed in a subsequent period.
Long-term deferred expenses

Long-term deferred expenses are expenses that have occurred but shall be allocated over
the reporting period and subsequent periods with allocation period of one year or more.
Long-term deferred expenses mainly include leasehold improvements. Long-term deferred

expenses are amortised on a straight-line basis over the expected benefit period.

Amortisation period of expenses:

ltem Amortisation period

Leasehold improvements Shorter of 10 years or the lease term

Fair value measurement
Unless otherwise specified, the Group measures fair value as follows:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date.

When measuring fair value, the Group takes into account the characteristics of the particular
asset or liability (including the condition and location of the asset and restrictions, if any, on
the sale or use of the asset) that market participants would consider when pricing the asset
or liability at the measurement date, and uses valuation techniques that are appropriate in
the circumstances and for which sufficient data and other information are available to
measure fair value. Valuation techniques mainly include the market approach, the income
approach and the cost approach.

Contract liabilities

The Group disclosed a contract asset or a contract liability in balance sheet according to the
relationship between satisfying performance obligations and client payment.

A contract liability is the Group’s obligation to transfer goods or services to a customer for

which the Group has received consideration (or an amount of consideration is due) from the
customer.
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Employee benefits

The Group's employee benefits include short-term employee benefits, post-employment
benefits, termination benefits and other long-term employee benefits. According to
applicable local laws and regulations, the Company and other subsidiaries provide employee
pension plan and social security benefits (if any).

Short-term employee benefits

Short-term employee benefits mainly include wages, bonuses, allowances and subsidies,
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The recognition of the costs associated with the restructuring involving the payment of
termination benefits refers to when the Group has a formal detailed restructuring plan
involving the payment of termination benefits and has raised a valid expectation in those
affected that it will carry out the restructuring by starting to implement that plan or
announcing its main features to those affected by it.

The employees' internal retirement plan is accounted for using the same principle of the
above-mentioned termination benefits. The Group recognises the salaries of the early retired
employees and social insurance premiums expected to be paid for the period from the date
when the employee ceases to provide service to the normal retirement date as profit or and
loss (termination benefits) when it satisfies the conditions for recognition of provisions.

Other long-term employee benefits

If other long-term employee benefits provided by the Group to employees meet the defined
contribution plan, they shall be accounted for as defined contribution plans, otherwise, they
shall be accounted for as defined benefit plan.

Provision

A provision is recognised for an obligation related to a contingency if the following conditions
are met.
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Onerous contract to be fulfilled

An onerous contract is a contract that the fulfilling of contractual obligation would inevitably
costs more than expected economic benefits. Where the pending contract becomes an
onerous contract and the obligation arising from the onerous contract satisfies the conditions
for recognition of the aforesaid provision, the portion where the estimated loss of the contract
exceeds the recognised impairment loss, if any, of the asset of the contract is recognised as
provision.

Restructuring obligation

In the case of a detailed and formal restructuring plan that has been disclosed, the amount of
the estimated liability shall be determined in accordance with the direct expenses related to
the restructuring.

Warranty provisions

Warranty provisions is made based on contract terms, existing knowledge and historical
experience. In the event that such contingencies have already become a current obligation
and the fulfillment of such current obligations is likely to result in an outflow of economic
benefits, the best estimate of the contingencies required for the fulfillment of the relevant
current obligations is recognised as provision.

Share-based payments
Accounting treatment of share-based payments

Share-based payments are transactions in which an equity instrument is granted or a liability
is determined on the basis of equity instruments for the purpose of obtaining services from
employees or other parties. Share-based payments are divided into equity-settled share-
based payments and cash-settled share-based payments.

- Equity-settled share-based payments

Where the Group uses shares or other equity instruments as consideration for services
received from the employees, the payment is measured at the fair value of the equity
instruments granted to the employees at the grant date. If the equity instruments granted
to employees vest immediately, the fair value of the equity instruments granted is fully
recognised as costs or expenses on the grant date, with a corresponding increase in
capital reserve. If the equity instruments granted do not vest until the completion of
services for a period, or until the achievement of a specified performance condition, the
Group recognises an amount during the vesting period based on the best estimate of the
number of equity instruments expected to vest. The Group measures the services
received at the grant-date fair value of the equity instruments and recognises the costs or
expenses as the services are received, with a corresponding increase in capital reserve.

If the fair value of the other party's services can be measured reliably, the fair value of the
other party's services is measured at fair value on the acquisition date. If the fair value of
the other party's services cannot be reliably measured, the fair value of the equity
instruments can be measured reliably, it shall be measured based on the fair value of the
equity instruments when the services are received, and included in relevant costs or
expenses, with a corresponding increase in shareholder equity.
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When the Group receives services, but has no obligation to settle the transaction because
the relevant equity instruments are issued by the Company’s ultimate parent or its
subsidiaries outside the Group, the Group also classifies the transaction as equity-settled.

- Cash-settled share-based payments

Where the Group receives services from employees by incurring a liability to deliver cash
or other assets for amounts that are determined based on the price of shares or other
equity instruments, the service received from employees is measured at the fair value of
the liability incurred. If a cash-settled share-based payment vests immediately, the Group
immediately recognises on the grant date the costs or expenses and the liability incurred
at the fair value of the liability incurred. If a cash-settled share-based payment does not
vest until the completion of services for a period, or until the achievement of a specified
performance condition, the Group recognises costs or expenses as services are received,
with a corresponding increase in liability, at an amount equal to the fair value of the liability
based on the best estimate of the outcome of vesting.

Until the liability is settled, the enterprise shall remeasure the fair value of the liability at
each balance sheet date and at the date of settlement, with changes recongised in profit
or loss for the current period.

When the Group receives services and has the obligation to settle the transaction, but the
relevant equity instruments are issued by the Company’s ultimate parent or its
subsidiaries outside the Group, the Group classifies the transaction as cash-settled.

The accounting policies for modifications and cancellations of the share-based payment
transactions

When the Group makes amendments to the share-based payment plan, if the fair value of
the equity instruments granted is increased, the increase in the fair value of the equity
instruments shall be recognised accordingly. The increase in the fair value of equity
instruments refers to the difference between the fair value of the equity instruments before
and after the modification. If the modification reduces the total fair value of the share-based
payments or other unfavorable means, the accounting treatment of the acquired services will
continue to be treated as if the change had never occurred unless the Group has cancelled
some or all of the rights granted equity instruments.

During the waiting period, if the equity instruments granted are cancelled, the Group will
cancel the equity instruments granted as an accelerated right of exercise. The amount
recognised in the remaining waiting periods shall be immediately recognised in the profit or
loss and the capital reserve shall be recognised. If the employee or other party can choose
to meet the non-exercisable conditions but is not satisfied within the waiting period, the
Group will treat it as a cancellation of the grant of equity instruments.
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Accounting treatment for share payment transactions involving the Group and its
shareholders or actual controller

Accounting treatment for share payment transactions that involves the Group and its
shareholders or actual controller and that one of the settlement company and receiving
company is within the Group and the other one is not is as follows:

- If the settlement company cleared with its own equity instruments, the share-based
payment transactions are treated as an equity settlement, otherwise as a cash settlement.

If the settlement company is the investor of the receiving company, it shall recognise long-
term equity investment of the receiving company in accordance with the fair value of the
equity instruments or the fair value of the liability, and recognise capital reserve (other
capital reserve) or liabilities.

- If the receiving company does not have settlement obligation or provide its own equity
instruments for its employees, the share payment transactions shall be recognised as
equity payment; if the receiving company has settlement obligation and does not provide
its own equity instruments to its employees, the share payment transactions shall be
recognised as cash payment.

If the share payment transactions incur within subsidiaries, the settlement company and
the receiving company are different, the accounting treatment of share payment
transactions in each company’s individual financial statement shall refer to the principles
mentioned above.

Revenue recognition

Revenue is the gross inflow of economic benefits arising in the course of the Group’s
ordinary activities when the inflows result in increase in shareholders’ equity, other than
increase relating to contributions from shareholders.

Revenue is recognised when the Group satisfies the performance obligation in the contract
by transferring the control over relevant goods or services to the customers.

Where a contract has two or more performance obligations, the Group determines the stand-
alone selling price at contract inception of the distinct good or service underlying each
performance obligation in the contract and allocates the transaction price in proportion to
those stand-alone selling prices. The Group recognises as revenue the amount of the
transaction price that is allocated to each performance obligation. The stand-alone selling
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The transaction price is the amount of consideration to which the Group expects to be
entitled in exchange for transferring promised goods or services to a customer, excluding
amounts collected on behalf of third parties. The Group recognises the transaction price only
to the extent that it is highly probable that a significant reversal in the amount of cumulative
revenue recognised will not occur when the uncertainty associated with the variable
consideration is subsequently resolved. Where the contract contains a significant financing
component, the Group recognises the transaction price at an amount that reflects the price
that a customer would have paid for the promised goods or services if the customer had paid
cash for those goods or services when (or as) they transfer to the customer. The difference
between the amount of promised consideration and the cash selling price is amortised using
an effective interest method over the contract term.

The Group satisfies a performance obligation over time if one of the following criteria is met;
or otherwise, a performance obligation is satisfied at a point in time:

- the customer simultaneously receives and consumes the benefits provided by the Group’s
performance as the Group performs;

- the customer can control the asset created or enhanced during the Group’s performance;
or

- the Group’s performance does not create an asset with an alternative use to it and the
Group has an enforceable right to payment for performance completed to date.

For performance obligation satisfied over time, the Group recognises revenue over time by
measuring the progress towards complete satisfaction of that performance obligation. When
the outcome of that performance obligation cannot be measured reasonably, but the Group
expects to recover the costs incurred in satisfying the performance obligation, the Group
recognises revenue only to the extent of the costs incurred until such time that it can
reasonably measure the outcome of the performance obligation.

For performance obligation satisfied at a point in time, the Group recognises revenue at the
point in time at which the customer obtains control of relevant goods or services. To
determine whether a customer has obtained control of goods or services, the Group
considers the following indicators:

- the Group has a present right to payment for the goods or services;

- the Group has transferred physical possession of the goods to the customer;

- the Group has transferred the legal title of the goods or the significant risks and rewards of
ownership of the goods to the customer; and

- the customer has accepted the goods or services.

A contract asset is the Group’s right to consideration in exchange for goods or services that it
has transferred to a customer when that right is conditional on something other than the
passage of time. The Group recognises loss allowances for expected credit loss on contract
assets (see Note 111.10). Accounts receivable is the Group’s right to consideration that is
unconditional (only the passage of time is required). A contract liability is the Group’s
obligation to transfer goods or services to a customer for which the Group has received
consideration (or an amount of consideration is due) from the customer.
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Assets recognised for the incremental costs of obtaining a contract and assets recognised for
the costs to fulfil a contract (the “assets related to contract costs”) are amortised on a
systematic basis that is consistent with the transfer to the customer of the goods or services
to which the assets relate and recognised in profit or loss for the current period. The Group
recognises the incremental costs of obtaining a contract as an expense when incurred if the
amortisation period of the asset that the entity otherwise would have recognised is one year
or less.

The Group recognises an impairment loss in profit or loss to the extent that the carrying
amount of an asset related to contract costs exceeds:

- remaining amount of consideration that the Group expects to receive in exchange for the
goods or services to which the asset relates; less

- the costs that relate directly to providing those goods or services that have not yet been
recognised as expenses.

Government grants

Government grants are non-reciprocal transfers of monetary or non-monetary assets from
the government to the Group except for capital contribution from the government in the
capacity as an investor in the Group. Government grants are divided into asset-related
government grants and income-related government subsidies. Government grants related to
assets are grants whose primary condition is that the Group qualifying for them should
purchase, construct or otherwise acquire long-term assets; the rest of the government
subsidies are defined as government grants related to income. If the government document
does not specify the object of subsidy, the subsidy is divided into income-related government
grants and government subsidies related to assets in the following ways: (1) If the
government documents specify the specific items for which the subsidy is targeted, the
budget of the project will be divided into the relative proportion of the expenditure amount of
the asset and the expenditure amount of the expenses, which shall be reviewed at each
balance sheet date and changed if necessary. (2) If the government document only specifies
the use for general statements, without specifying a specific project, it shall be accounted for
as government grants related to income.

If a government grant is in the form of a transfer of a monetary asset, it is measured at the
amount received or receivable. If a government grant is in the form of a transfer of a non-
monetary asset, it is measured at fair value. If the fair value can not be obtained reliably, it
shall be measured at the nominal amount. Government grants measured at nominal amount
are recognised directly in profit or loss.
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A government grants is recognised and measured based on the amount actually received.
But if there is conclusive evidence at the end of the period that relevant requirements of the
financial supporting policy is expected to be met, it shall be measured based on the amount
receivable. (1) The grant receivable receivable has been confirmed by the authorised
government department, or it can be reasonably measured according to relevant provisions
of the officially announced fiscal fund management method, and it is expected that there will
be no significant uncertainty regarding its amount; (2) It is based on the local financial
department which formally promulgates and voluntarily publishes the financial support
projects with financial fund management measures, and the measures are for inclusive
purpose (any enterprise that meets the prescribed conditions may apply) instead of
specifically targeting at specific companies; (3) The relevant grant has been expressly
committed with an appropriation limit, and the appropriation is guaranteed by corresponding
financial budget, so it can be reasonably guaranteed that it can be received within the
prescribed time limit; (4) In accordance with the specific circumstances of the Group relating
to the grant, other relevant conditions (if any) should be met.

Basis and accounting policy of government grants related to assets

Government grants related to an asset shall be recognized as deferred income and shall be
amortised to other income or non-operating income in a reasonable and systematic manner
over the useful life of the relevant assets.

Basis and accounting policy of government grants related to income

A grant that compensate the Group for expenses to be incurred in the future is initially
recognised as deferred income, and released to other income or non-operating income in the
periods in which the expenses or losses are recognised, otherwise, the government grant
shall be directly recognised in other income or non-operating income.

During COVID-19, the Group received government grants to subsidise its personnel cost.
The Group offset against the related expenses in the periods in which the expenses or
losses are recognised.

Deferred tax assets and deferred tax liabilities
Income tax expenses include current tax and deferred tax.

At the balance sheet date, the current income tax liabilities (or assets) for the current period
and the previous period are measured at the expected amount of income tax payable (or
refunded) in accordance with the tax law. The amount of taxable income on which the
current income tax expenses are calculated is calculated at the applicable tax rate on taxable
income for the year, plus any adjustment to tax payable in respect of previous years in
accordance with the relevant tax laws.

Deferred tax assets and deferred tax liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases, which include the deductible
losses and tax credits carried forward to subsequent periods.
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The difference between the book value of certain assets and liabilities items and their tax
bases, and the difference between the carrying amount of the items that cannot be
recognised as assets and liabilities but which can determine the basis of taxation thereof
according to the tax law and the basis of taxation temporary differences, the use of balance
sheet debt method to recognise deferred income tax assets and deferred income tax
liabilities.

The initial recognition of goodwill and the initial recognition of assets or liabilities arising from
a transaction that is neither a business combination nor an accounting profit or taxable
income (or deductible loss) and the deferred income tax liabilities are not recognised. In
addition, for taxable temporary differences related to investments in subsidiaries, associates
and joint ventures, if the Group is able to control the timing of the reversal of temporary
differences and the temporary differences are unlikely to be reversed in the foreseeable
future and the deferred income tax liabilities are not recognised. In addition to the above
exceptions, the Group recognises all other deferred income tax liabilities arising from taxable
temporary differences.

Deductible temporary differences relating to the initial recognition of assets or liabilities
arising from transactions that are neither a business combination nor in the event of an
accounting profit or taxable income (or deductible loss), and are not recognised deferred tax
assets. In addition, deductible temporary differences related to investments in subsidiaries,
associates and joint ventures, if temporary differences are not likely to be reversed in the
foreseeable future or are not likely to be available in the future for deductible temporary
differences in the taxable income, not to confirm the relevant deferred income tax assets. In
addition to the above exceptions, the Group recognises deferred income tax assets arising
from other deductible temporary differences to the extent that it is probable that taxable
income will be available to offset the deductible temporary differences.

For deductible losses and tax deductions that can be carried forward for subsequent years, it
is probable that the amount of future taxable income used to offset deductible losses and tax
credits will be limited to the corresponding deferred income tax assets.

At the balance sheet date, deferred tax is measured based on the tax consequences that
would follow from the expected manner of recovery or settlement of the carrying amounts of
the assets and liabilities, using tax rates enacted at the reporting date that are expected to be
applied in the period when the asset is recovered or the liability is settled.

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

In addition to the recognition of other comprehensive income or directly included in the
shareholders' equity transactions and events related to the current income tax and deferred
income tax into other comprehensive income or shareholders' equity, and business
combination of deferred income tax adjustment of the carrying value of goodwill, the rest
current income tax and deferred income tax expense or income are recognised to profit or
loss.
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When the Group has a statutory right to settle current income tax assets and current income
tax liabilities on a net basis, different taxable entities which intend either to settle the current
tax liabilities and current tax assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant amounts of deferred tax
liabilities or deferred tax assets are expected to be settled or recovered. The Group's current
income tax assets and current income tax liabilities are presented at the amount after being
offset.

Lease

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

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

To assess whether a contract conveys the right to control the use of an identified asset, the
Group assesses whether:

- the contract involves the use of an identified asset. An identified asset may be specified
explicitly or implicitly speicied in a contrat and should be physically distinct, or capacity
portion or other portion of an asset that is not physically distinct but it represents
substantially all of the capacity of the asset and thereby provides the customer with the
right to obtain substantially all of the ecomonic benefits from the use of the asset. If the
supplier has a substantive substitution right throughout the period of use, then the asset is
not identified:;

- the lessee has the right to obtain substantially all of the economic benefits from use of the
asset throughout the period of use;

- the lessee has the right to direct the use of the asset.

For a contract that contains more separate lease componets, the lessee and the lessor
separate lease components and account for each lease component as a lease separately.
For a contract that contains lease and non-lease components, the lessee and the lessor
separate lease components from non-lease components. For a contract that contains lease
and non-lease components, the lessee allocates the consideration in the contract to each
lease component on the basis of the relative stand-alone price of the lease component and
the aggregate stand-alone price of the non-lease components. The lessor allocates the
consideration in the contract in accordance with the accounting policy in Note 111.25.

As a lessee

The Group recognises a right-of-use asset and a lease liability at the lease commencement
date. The right-of-use asset is initially measured at cost, which comprises the initial amount
of the lease liability, any lease payments made at or before the commencement date (less
any lease incentives received), any initial direct costs incurred and an estimate of costs to
dismantle and remove the underlying asset or to restore the site on which it is located or
restore the underlying asset to the condition required by the terms and conditions of the
lease.

57



Ningbo Joyson Electronic Corp.
Financial statements for the year ended 31 December 2022

The right-of-use asset is depreciated using the straight-line method. If the lessee is
reasonably certain to exercise a purchase option by the end of the lease term, the right-of-
use asset is depreciated over the remaining useful lives of the underlying asset. Otherwise,
the right-of-use asset is depreciated from the commencement date to the earlier of the end of
the useful life of the right-of-use asset or the end of the lease term. Impairment losses of
right-of-use assets are accounted for in accordance with the accounting policy described in
Note 111.18.

The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, discounted using the interest rate implicit in the lease or, if
that rate cannot be readily determined, the Group’s incremental borrowing rate.

A constant periodic rate is used to calculate the interest on the lease liability in each period
during the lease term with a corresponding charge to profit or loss or included in the cost of
assets where appropriate. Variable lease payments not included in the measurement of the
lease liability is charged to profit or loss or included in the cost of assets where appropriate
as incurred.

Under the following circumstances after the commencement date, the Group remeasures
lease liabilities based on the present value of revised lease payments:

- there is a change in the amounts expected to be payable under a residual value
guarantee;

- there is a change in future lease payments resulting from a change in an index or a rate
used to determine those payments;
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Under a finance lease, at the commencement date, the Group recognises the finance lease
receivable and derecognises the finance lease asset. The finance lease receivable is initially
measured at an amount equal to the net investment in the lease. The net investment in the
lease is measured at the aggregate of the unguaranteed residual value and the present
value of the lease receivable that are not received at the commencement date, discounted
using the interest rate implicit in the lease.

The Group recognises finance income over the lease term, based on a pattern reflecting a
constant periodic rate of return. The derecognition and impairment of the finance lease
receivable are recognised in accordance with the accounting policy in Note 111.10. Variable
lease payments not included in the measurement of net investment in the lease are
recognised as income as they are earned.

Lease receipts from operating leases is recognised as income using the straight-line method
over the lease term. The initial direct costs incurred in respect of the operating lease are
initially capitalised and subsequently amortised in profit or loss over the lease term on the
same basis as the lease income. Variable lease payments not included in lease receipts are
recognised as income as they are earned.

Other significant accounting policy and accounting estimates
Goodwill

The initial cost of goodwill represents the excess of cost of acquisition over the acquirer’s
interest in the fair value of the identifiable net assets of the acquiree under a business
combination not involving entities under common control.

Goodwill is not amortised and is stated in the balance sheet at cost less accumulated
impairment losses (see Note I11.18). On disposal of an asset group or a set of asset groups,
any attributable goodwill is written off and included in the calculation of the profit or loss on
disposal.

Hedging accounting

Hedge accounting is a method which recognises in profit or loss (or other comprehensive
income) the gain or loss on the hedging instrument and the hedged item in the same
accounting period(s) to represent the effect of risk management.

Hedged items are the items that expose the Group to risks of changes in fair value or future
cash flows and that are designated as being hedged and can be reliably measured. The
Group’s hedged items include a firm commitment that is settled with a fixed amount of
foreign currency and exposes the Group to foreign currency risk and net investments in
overseas institutions that exposes the Group to foreign currency risk.

A hedging instrument is a designated financial instrument whose changes in fair value or
cash flows are expected to offset changes in the fair value or cash flows of the hedged item.
For a hedge of foreign currency risk, the foreign currency risk component of a non-derivative
financial asset or non-derivative financial liability may also be designated as a hedging
instrument provided that it is not an investment in an equity instrument for which an entity
has elected to present changes in the fair value in other comprehensive income.
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The Group assesses at the inception of a hedging relationship, and on an ongoing basis,
whether the hedging relationship meets the hedge effectiveness requirements. A hedging
relationship is regarded as having met the hedge effectiveness requirements if all of the
following conditions are satisfied:

- There is an economic relationship between the hedged item and the hedging instrument.

- The effect of credit risk does not dominate the value changes that result from the
economic relationship.

- The hedge ratio of the hedging relationship is the same as that resulting from the quantity
of the hedged item that the entity actually hedges and the quantity of the hedging
instrument that the entity actually uses to hedge that quantity of the hedged item.

When a hedging relationship no longer meets the hedge effectiveness requirements due to
the hedge ratio, but the risk management objective of the designated hedging relationship
remains unchanged, the Group rebalances the hedging relationship. Rebalancing refers to
the adjustments made to the designated quantities of the hedged item or the hedging
instrument of an already existing hedging relationship for the purpose of maintaining a hedge
ratio that complies with the hedge effectiveness requirements.

The Group discontinues applying hedge accounting in any of the following circumstances:

- The hedging relationship no longer meets the risk management objective on the basis of
which it qualified for hedge accounting.

- The hedging instrument expires or is sold, terminated or exercised.

- There is no longer an economic relationship between the hedged item and the hedging
instrument or the effect of credit risk starts to dominate the value changes that result from
that economic relationship.

- The hedging relationship no longer meets other criteria for applying hedge accounting.

(i)  Cash flow hedges

A cash flow hedge is a hedge of the exposure to variability in cash flows. The portion
of the gain or loss on a hedging instrument that is determined to be an effective hedge
is recognised in other comprehensive income as a cash flow hedge reserve. The
amount of the cash flow hedge reserve is adjusted to the lower of the following (in
absolute amounts):

- the cumulative gain or loss on the hedging instrument from inception of the hedge;

- the cumulative change in present value of the expected future cash flows on the
hedged item from inception of the hedge.

The change in the amount of the cash flow hedge reserve is recognised in other
comprehensive income in each period.

The portion of the gain or loss on the hedging instrument that is determined to be
ineffectiveness is recognised in profit or loss.

If a hedged forecast transaction subsequently results in the recognition of a non-
financial asset or non-financial liability, or a hedged forecast transaction for a non-
financial asset or non-financial liability becomes a firm commitment for which fair value
hedge accounting is applied, the Group removes that amount from the cash flow hedge
reserve and includes it in the initial cost or other carrying amount of the asset or
liability.
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For cash flow hedges other than those covered above, that amount is reclassified from
the cash flow hedge reserve to profit or loss as a reclassification adjustment in the
same period or periods during which the hedged expected future cash flows affect
profit or loss.

When the Group discontinues hedge accounting for a cash flow hedge, the amount of
the accumulated cash flow hedge reserve recognised in other comprehensive income
is accounted for as follows:

- If the hedged future cash flows are still expected to occur, that amount will remain in
the cash flow hedge reserve, and be accounted for in accordance with the above

policy.

- If the hedged future cash flows are no longer expected to occur, that amount is
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Related parties

If a party has the power to control, jointly control or exercise significant influence over
another party, or vice versa, or where two or more parties are subject to common control or
joint control from another party, they are considered to be related parties. Related parties
may be individuals or enterprises. Enterprises with which the Company is under common
control only from the State and that have no other related party relationships are not
regarded as related parties.

In addition to the related parties stated above, the Company determines related parties
based on the disclosure requirements of Administrative Procedures on the Information
Disclosures of Listed Companies issued by the CSRC.

Segment reporting

Reportable segments are identified based on operating segments which are determined
based on the structure of the Group’s internal organisation, management requirements and
internal reporting system after taking the materiality principle into account. Two or more
operating segments may be aggregated into a single operating segment if the segments
have the similar economic characteristics and are same or similar in respect of the nature of
each segment’s products and services, the nature of production processes, the types or
classes of customers for the products and services, the methods used to distribute the
products or provide the services, and the nature of the regulatory environment.

Inter-segment revenues are measured on the basis of the actual transaction prices for such
transactions for segment reporting. Segment accounting policies are consistent with those
for the consolidated financial statements.

Significant accounting estimates

The preparation of the financial statements requires management to make estimates and
assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from these estimates.
Estimates as well as underlying assumptions and uncertainties involved are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in the period in which the
estimate is revised and in any future periods affected.

Except for accounting estimates relating to depreciation and amortisation of assets such as
fixed assets and intangible assets and provision for impairment of various types of assets.
Other significant accounting estimates are as follows:

()  Note V.17: Development cost

(i)  Note V.20: Recognition of deferred tax assets;

(i)  Note V.35: Post-employment benefits-defined benefit plans;
(iv) Note V.36: Provisions; and

(v) Note IX: Fair value measurements of financial instruments.
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31. Changes in significant accounting policies and accounting estimations

(1) Changes in significant accounting policies

Description and reasons of Remarks (Significantly affected financial statement items and
changes in accounting policies | amounts)

““Accounting for selling outputs
that are produced before fixed
assets are available for

intended use or produced in the
course of research and
development” (“accounting for
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1. Main types of taxes and corresponding tax rates

Main types of taxes and corresponding tax rates

Tax type

Tax basis

Tax rate

Value-added tax
(VAT)

Output VAT is calculated on revenue from
product sales and rendering of services. The
basis for VAT payable is to deduct input VAT
from the output VAT for the period.

1)

The Company and its subsidiaries in China:
3%, 6%, 9%, 13%

Subsidiaries in Germany: 19%, 7%

Subsidiaries in Mexico: 16%

Subsidiaries in Portugal: 23%, 13%, 6%

Subsidiaries in Romania: 19%, 9%, 5%

Subsidiaries in Italy: 22%, 10%, 4%

Subsidiaries in Poland: 23%

Subsidiaries in Japan: 10%, 8%

Subsidiaries in Brazil: 10%-15%

10) Subsidiaries in Uruguay: 22%

11) Subsidiaries in Hungary: 27%

12) Subsidiaries in Russia: 20%

13) Subsidiaries in Indonesia: 11%
14) Subsidiaries in Singapore: 7%

15) Subsidiaries in Philippines: 12%
16) Subsidiaries in Thailand: 7%

17) Subsidiaries in Korea: 10%

18) Subsidiaries in Malaysia: 6%, 10%

Business tax

Based on taxable revenue

1)
2)

Subsidiaries in the U.S.: 2.90% - 7.25%
Germany: 7% - 17%

City maintenance and
construction tax

Based on VAT paid or taxable items

1

2)

The Company and its subsidiaries in China:
1%, 5%, 7%
Subsidiaries in Portugal: 1.50%

Corporate income tax

Based on taxable profits

1

The Company and its subsidiaries in China:
25%

Subsidiaries in the U.S.: 21%

Subsidiaries in Mexico: 30%

Subsidiaries in Germany: 15.825%

Subsidiaries in Portugal: 21%

Subsidiaries in Romania: 5%, 16%

Subsidiaries in Italy: 24%

Subsidiaries in Poland: 19%

Subsidiaries in Japan: 23.2%

10) Subsidiaries in Brazil: 34%

11) Subsidiaries in Uruguay: 25%
12) Subsidiaries in Hungary: 9%
13) Subsidiaries in Indonesia: 20%
14) Subsidiaries in Singapore: 17%
15) Subsidiaries in Philippines: 25%
16) Subsidiaries in Korea: 22%

17) Subsidiaries in Thailand: 20%
18) Subsidiaries in Malaysia: 24%
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Tax type Tax basis Tax rate
Others 1) The Company and its subsidiaries in China: 1) The Company and its subsidiaries in China:
Education surcharge: 3% of the turnover tax. Education surcharge: 3%
Local education surcharge: 2% of the Local education surcharge: 2%
turnover tax. 2) Subsidiaries in the U.S.:
2) Subsidiaries in the U.S.: Local tax: 1% - 12%
Alternative minimum tax: 20% of the taxable State Tax-Income Tax/Franchise Tax: 6% -
income. 9%
Local tax: 1%-12% of the taxable income. 3) Subsidiaries in Germany:
State Tax-Income Tax/Franchise Tax: 6% - Solidarity surcharge: 5.50%
9% of the taxable income. 4) Subsidiaries in Portugal:
3) Subsidiaries in Portugal: State surtax: 3%, 5%, 9%
State surtax: No taxation for taxable income | 5) Subsidiaries in Italy:
below 1,500,000 euros; 3% for taxable Regional tax: 3.9%
income between 1,500,000 euros and 6) Subsidiaries in Brazil:
7,500,000 euros; 5% for taxable income Surtax: 10%
between 7,500,000 euros and 35,000,000 Social contribution fee: 9%
euros; 9% for taxable income over
35,000,000 euros.
4) Subsidiaries in Italy:
Regional tax: 3.9% of the taxable income.
5) Subsidiaries in Brazil:
Surtax: 10% of the exceeding part over the
taxable income of BRL 240,000
Social contribution fee: 9% of the taxable
income;

Tax preferential treatments

Ningbo Joyson Technology Co., Ltd. (*Joyson Technology”) obtained the high-tech
enterprise certificate with the license No. GR202133100357, which was issued jointly by
Ningbo Science and Technology Bureau, Ningbo Finance Bureau, Ningbo State Tax Bureau
and Ningbo Local Tax Bureau on 10 December 2021. The certificate is valid for three years.
The corporate income tax rate applicable to Joyson Technology during 2021 to 2023 is 15%.

Ningbo Preh Joyson Automotive Electronic Co., Ltd. (“Ningbo Preh”) obtained the high-tech
enterprise certificate with the license No. GR202133101047, which was issued jointly by
Ningbo Science and Technology Bureau, Ningbo Finance Bureau, Ningbo State Tax Bureau
and Ningbo Local Tax Bureau on 10 December 2021. The certificate is valid for three years.
The corporate income tax rate applicable to Ningbo Preh during 2021 to 2023 is 15%.

Joyson Safety Systems (Huzhou) Co., Ltd. (“Joyson Safety (Huzhou)”) obtained the high-
tech enterprise certificate with the license No. GR202133008884, which was issued jointly by
Science and Technology Department of Zhejiang Province, Financial Department of Zhejiang
Province, State Tax Bureau of Zhejiang Province and Local Tax Bureau of Zhejiang Province
on 30 November 2018. The certificate is valid for three years. The corporate income tax
rate applicable to Joyson Safety (Huzhou) during 2021 to 2023 is 15%.

Joyson Safety Systems (Changxing) Co., Ltd. (“Joyson Safety (Changxing)”) obtained the
high-tech enterprise certificate with the license No. GR202033004624, which was issued
jointly by Science and Technology Department of Zhejiang Province, Financial Department of
Zhejiang Province, State Tax Bureau of Zhejiang Province and Local Tax Bureau of Zhejiang
Province on 1 December 2020. The certificate is valid for three years. The corporate
income tax rate applicable to Joyson Safety (Changxing) during 2020 to 2022 is 15%.

Ningbo Joyson Safety Systems Co., Ltd. (“Ningbo Joyson Safety”) obtained the high-tech
enterprise certificate with the license No. GR202233102206, which was issued jointly by
Ningbo Science and Technology Bureau, Ningbo Finance Bureau, State Tax Bureau Ningbo
Tax Bureau on 1 December 2022. The certificate is valid for three years. The corporate
income tax rate applicable to Ningbo Joyson Safety during 2022 to 2024 is 15%.
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Joyson Safety Systems Electronics (Shanghai) Co., Ltd. (“Joyson Junan Electronics”)
obtained the high-tech enterprise certificate with the license No. GR GR202231000813,
which was issued jointly by Shanghai Science and Technology Bureau, Shanghai Finance
Bureau, State Tax Bureau Shanghai Tax Bureau on 6 December 2022. The certificate is
valid for three years. The corporate income tax rate applicable to Takata Electronics during
2022 to 2024 is 15%.

Shanghai Lingang Joyson Automotive Safety Systems Co., Ltd. (hereinafter referred to as
“Lingang Joyson”) obtained a number jointly issued by the Shanghai Municipal Science and
Technology Commission, the Shanghai Municipal Finance Bureau, and the State
Administration of Taxation and Shanghai Taxation Bureau on 18 November 2020 It is a high-
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V. Notes to the consolidated financial statements

1. Cash at bank and on hand

ltem 2022 2021
Cash on hand 1,238,494.41 1,307,613.20
Deposits with banks 3,828,679,436.93 | 4,547,938,741.02
Other monetary funds 1,575,028,187.34 | 1,697,728,555.30
Total 5,404,946,118.68 6,246,974,909.52

Including: Total overseas deposits 1,624,899,961.80 1,619,868,507.67

As at 31 December 2022, the details of the Group’s restricted cash at bank and on hand can
be referred to Note V.62 Assets with restricted ownership or right of use.

2. Financial assets held for trading

Item 2022 2021
F:g:gmal assets at fair value through profit or 465,785.862.56 899.805.300.95
Including: equity investment in listed companies 46,519,367.25 -

financial products 419,266,495.31 899,805,300.95

The Group invested some financial products issued by banks and other financial institutions
with its idle funds. These wealth management products usually have a preset maturity
period and expected return, covering a wide range of investments, including government and
corporate debentures, central bank bills, currency market funds, and other Chinese listed
and unlisted equity securities. These financial products are classified as financial assets at
fair value through profit or loss and presented as financial assets held for trading.

3. Derivative financial assets

ltems 2022 2021

Derivative financial assets without designated
hedging relationships

Including: Foreign currency forward contracts 4,506,938.96 -
Hedging instruments
Including: Foreign currency forward contracts 229,831.10 1,103,375.83
Interest rate swaps (Note) 77,038,806.94 -
Total 81,775,577.00 1,103,375.83

Note: The Group used interest rate swaps to hedge the cash flow risk of floating bank
borrowing interest rate, which is to convert certain floating interest rate into fixed interest rate.
As at 31 December 2022, the nominal amount of interest rate swaps held by the Group was
EUR34,000,000.00 and USD531,175,299.46, while the fair value of the interest swaps were
RMB9,339,794.15, and RMB257,519,178.12 respectively, were included in derivative
financial assets at the end of the year. The non-current portion RMB189,820,165.33 was
recorded in other non-current liabilities. See Note V.13 for details. The derivative financial
assets/liabilities arising from the interest rate swap arrangement was mainly originated from
the interest rate swap contract entered between the subsidiaries and Deutsche Bank. See
Note V.63(1) for details.
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ltem 2022 2021
Bank acceptance bills 483,172,725.46 320,766,074.08
Commercial acceptance bills 2,608,756.56 35,560,803.45

Total

485,781,482.02

356,326,877.53

All of the above bills are due within one year.

The pledged bills receivable of the Group at the end of the year

Iltem

Amount pledged
at year end

Bank acceptance bills

95,847,117.23

Outstanding endorsed or discounted bills that have not matured at the end of the year

Amount Amount
Item derecognised not derecognised
at year end at year end

Bank acceptance hills

1,047,777,336.33

74,912,225.31

Commercial acceptance bills

Total

1,047,777,336.33

74,912,225.31

The Group endorsed bills receivable that have not matured to the suppliers to settle certain
accounts payable. The management of the Group believes that almost all the risks and
rewards of the ownership of the bills that have not matured have been transferred, and the
present obligations of relevant accounts payable have been discharged, so the relevant bills
receivable and accounts payable have been both derecognised.

Bills transferred to accounts receivable due to non-performance of the issuers at the end of

the year

As at 31 December 2022, the Group had no bills transferred to accounts receivable due to
non-perf