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ty o ré mfl ny® Y tabout this circular or as to the action to be taken, you should consult your stockbroker
or other licensed securities dealer, bank manager, solicitor, professional accountant or other professional
adviser.
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you should at once hand this circular together with the accompanying form of proxy to the purchaser or
the transferee or to the bank, stockbroker or other agent through whom the sale or transfer was effected for
delivery to the purchaser or transferee.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this circular, make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole
or any part of the contents of this circular.
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(A joint stock company incorporated in the People’s Republic of China with limited liability)
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A notice convening the EGM of the Company to be held at Conference Room, 10th Floor, Building 2,
Xingyuan Advanced Materials Industrial Park, Tianyuan Road North, Gongming Subdistrict, Guangming
District, Shenzhen, Guangdong Province, the PRC on Wednesday, 23 September 2026 at 2:30 p.m. is set
out on pages EGM-1 to EGM-2 of this circular. A form of proxy for use at the EGM is enclosed and is also
published on the website of the Stock Exchange (www.hkexnews.hk) and the website of the Company (www.
senior798.com).

If you intend to appoint a proxy to attend the EGM, you are required to complete the accompanying form of
proxy in accordance with the instructions printed thereon and return it to the Company’s H Share registrar,
Computershare Hong Kong Investor Services Limited, at 17M Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong (for H Shareholders only), as soon as possible, but in any event, not later than 24
hours before the time appointed for the EGM or any adjournment thereof. Completion and return of the form
of proxy will not preclude you from attending and voting in person at the EGM or any adjournment thereof if
you so wish, in which event the instrument appointing a proxy shall be deemed to have been revoked.

4 September 2026
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In this circular, unless the context otherwise requires, the following terms shall have the

following meanings:

“A Share(s)”

“Board”

“Company”

99

“connected person(s)

“Coral Xingci”

“Director(s)”

“Dongfang Jintai”

“EGM”

“Equity Transfer

Agreement(s)”

“Fortune New Materials
Phase II”

ordinary share(s) with a nominal value of RMB1.00 each in the
share capital of the Company which are listed on the Shenzhen
Stock Exchange and traded in RMB

the board of Directors of the Company

Shenzhen Senior Technology Material Co., Ltd., a joint stock
company with limited liability incorporated under the laws of
the PRC

has the meaning ascribed to it under the Listing Rules

Changzhou Coral Xingci Venture Capital Partnership (Limited
Partnership)* (00000000000 0OOO@O0OO)),
a limited partnership established under the laws of the PRC

the director(s) of our Company

Yancheng Economic and Technological Development Zone
Dongfang Jintai High-tech Venture Capital Fund (Limited
Partnership)* (U0 0D O0O0OOOO0OO0OODODOOOOO
Jod@oodad)), a limited partnership established under the
laws of the PRC

The 2026 sixth extraordinary general meeting of the Company
to be held at 2:30 p.m. on Wednesday, 23 September 2026 at
Conference Room, 10th Floor, Building 2, Xingyuan Advanced
Materials Industrial Park, Tianyuan Road North, Gongming
Subdistrict, Guangming District, Shenzhen, Guangdong
Province, the PRC

the Equity Transfer Agreement(s) entered into among the
Company as Transferee, the Target Company and each of the
Transferors, respectively, in relation to the Proposed Equity
Transfer

Shenzhen Fortune New Materials Phase II Venture Capital
Investment Fund Partnership (Limited Partnership)* (O O [J
Oo00ooobooooooooo@oog)), a limited
partnership established under the laws of the PRC
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“Fortune New Materials
Phase III”

“Future City Junluo”

“Gonggingcheng
Zhonghang
Kaisheng No. 2”

“Group”

“H Share(s)”

“H Shareholder(s)”
“HKD” or “HK$’?
“Hong Kong”
“Hong Kong Stock
Exchange” or
“Stock Exchange”
“Independent Third

Party(ies)”

“Latest Practicable Date”

“Listing Rules”

Xiamen Fortune New Materials Phase III Venture Capital
Investment Partnership (Limited Partnership)* (0 U OO 0O
Joooooooobob@Ooon)), a limited partnership
established under the laws of the PRC

Yancheng Economic and Technological Development Zone
Future City Junluo Emerging Industry Investment Fund
(Limited Partnership)* (UO DO OO OO0OOOOOOOO
J0o00oOoOdo@ood)), alimited partnership established
under the laws of the PRC

Gonggingcheng Zhonghang Kaisheng No. 2 Venture Capital
Partnership (Limited Partnership)* (U 0 0000000 DOO
0ooooo@oon)), a limited partnership established
under the laws of the PRC

the Company and its subsidiaries

ordinary share(s) with a nominal value of RMBI1.00 each in
the share capital of the Company which are listed on the Stock
Exchange and traded in HKD

holders of H Share(s)

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the PRC

The Stock Exchange of Hong Kong Limited

individuals or companies, as far as the Directors are aware
after having made all reasonable enquiries, being not connected
persons of the Company

4 September 2026, being the latest practicable date prior to the
publication of this circular for ascertaining certain information
contained herein

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended from time to
time
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“PRC” or “China”

“Proposed Equity
Transfer”
< GRMB 2

“Share(s)”

“Shareholder(s)”

“Target Company”

“Target Group”
“Transferee”

“Transferor(s)”

“treasury shares”
“Valuation Report”

“Valuer”

the People’s Republic of China, and for the purpose of this
circular only, except where the context requires otherwise,
excluding Hong Kong, the Macau Special Administrative
Region of the PRC and Taiwan

the proposed transfer by the Transferors to the Transferee of an
aggregate of 59.9806% equity interests in the Target Company

pursuant to the Equity Transfer Agreements
Renminbi, the lawful currency of the PRC

ordinary share(s) in the share capital of our Company, with a
nominal value of RMB1.00 each, comprising A Shares and H
Shares

holder(s) of the Shares

Bangci Electronic Technology (Yancheng) Co., Ltd.* (OO
Jooog@D)HuooDoDO), a limited liability company
established under the laws of the PRC. As at the Latest
Practicable Date, the Company held approximately 13.50%
of the equity interest in the Target Company, which had been
held by the Company since prior to its listing on the Stock
Exchange

Target Company and its subsidiary

the Company

Fortune New Materials Phase II, Future City Junluo, Coral
Xingci, Gongqingcheng Zhonghang Kaisheng No. 2, Fortune
New Materials Phase III, Wotao Electronic, Dongfang Jintai,
each a “Transferor”, collectively the “Transferors”

has the meaning ascribed to it under the Listing Rules

the valuation report issued by the Valuer

Shanghai Orient Appraisal Co., Ltd.
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“Wotao Electronic”

“Wotao Management”

44%”

*  For identification purpose only

Yancheng Economic and Technological Development Zone
Wotao Electronic Technology Co., Ltd.* (U O OO OOO
J0ooooooooon), a limited liability company
established under the laws of the PRC

Yancheng Economic and Technological Development Zone
Wotao Enterprise Management Partnership Enterprise (Limited
Partnership)* (U0 0D O0O0OODOO0OO0OODODOOOOO
(DO D0OD0O)), alimited partnership established under the laws
of the PRC

per cent
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(A joint stock company incorporated in the People’s Republic of China with limited liability)

Executive Directors:

Prof. Chen Xiufeng (Chairman)
Dr. Zhang Xiaomin

Mr. Xu Ligiang

Non-executive Director:
Mr. Zhu Bide

Independent Non-executive Directors:
Mr. Tang Changjiang

Ms. Sun Zhenzhen

Mr. Leung Shu Sun Sunny

To the Shareholders

Dear Sir or Madam,

T WNTAR TN

(4 gt

* 6067)

Registered Office and Headquarter in the PRC:
Tianyuan Road North

Gongming Town

Guangming District

Shenzhen, Guangdong

the PRC

Principal Place of Business in Hong Kong:
31/F, Tower Two

Times Square

1 Matheson Street

Causeway Bay

Hong Kong

4 September 2026
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Reference is made to the announcement of the Company dated 13 August 2026 in relation
to the Proposed Equity Transfer. The purpose of this circular is to provide you with, among other
things, (i) further information of the Proposed Equity Transfer and the transactions contemplated

thereunder; and (ii) the notice of EGM.
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On 13 August 2026, the Company entered into the Equity Transfer Agreements with each

of the Transferors, pursuant to which the Company has conditionally agreed to acquire, and each
Transferor has conditionally agreed to sell its respective equity interests in the Target Company,
which amounted to an aggregate of 59.9806% equity interests in the Target Company, at a total
consideration of RMB241,828,875.16. As at the Latest Practicable Date, the Company held
approximately 13.50% equity interests in the Target Company, and upon completion of the
Proposed Equity Transfer, the Company will hold approximately 73.4806% equity interests in the
Target Company, and the Target Company will become a non-wholly owned subsidiary of the
Company. The financial results of the Target Group will be consolidated into the consolidated
financial statements of the Group.
The principal terms of each of the Equity Transfer Agreements are summarized as follows:
1. Wi
13 August 2026 (the “gg rn B ¢ ¢)
2. jl s
(i) the Company as the Transferee;
(i1) Fortune New Materials Phase 1I;
(i) Future City Junluo;
(iv) Coral Xingci;
(v) Gonggingcheng Zhonghang Kaisheng No. 2;
(vi) Fortune New Materials Phase III;
(vil) Wotao Electronic;
(viii) Dongfang Jintai;

(the abovementioned parties (ii) to (viii), each a Transferor)

(ix) the Target Company.
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To the best of the Directors’ knowledge, information and belief after making all
reasonable enquiries, as at the Latest Practicable Date, each of the Transferors and their
respective ultimate beneficial owners (if any) is an Independent Third Party.

3. {J‘t\ ﬁt‘,r

Pursuant to the Equity Transfer Agreements, the Company has conditionally agreed to
acquire, and each Transferor has conditionally agreed to sell its respective equity interests in
the Target Company, which amounted to an aggregate of 59.9806% equity interests in the
Target Company.

4. s ,nsﬂ?g t,l,ne,rdﬁ SIS < ¢ nsf ?g t1n

The total consideration for the Proposed Equity Transfer is RMB241,828,875.16. The
consideration for the Proposed Equity Transfer shall be settled by the Company in cash and

will be funded by the internal resources of the Group.

Details of the equity interests in the Target Company to be transferred by each Transferor

to the Transferee and the respective consideration are set out below:

e‘ 14 trd
Jod
¢ T ,l\‘,ﬁl
t he 'ty
T trigst @
¢ il yhee hj‘,r‘h ldgn
Ame & netrr T§ ng trte I SR DR
(RMB’0000) (%) (RMB)
Fortune New Materials Phase II 138.0451 15.3284 53,649,345.40
Future City Junluo 43.9034 4.8750 28,087,671.23
Coral Xingci 17.4603 1.9388 9,693,867.81
Gonggingcheng Zhonghang
Kaisheng No. 2 27.5252 3.0564 11,000,000.00
Fortune New Materials Phase 11 52.3810 5.8163 34,897,990.72
Wotao Electronic 225.1462 25.0000 87,500,000.00
Dongfang Jintai 35.7143 3.9657 17,000,000.00
T ? 1 540.1755 59.9806 241,828,875.16
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The consideration for the Proposed Equity Transfer was determined after arm’s length
negotiations between the Transferee and the Transferors on normal commercial terms with
reference to, among others: (i) the appraised value of the total shareholders’ equity of the
Target Company assessed by the Valuer as at 31 March 2026 (“; Ly t1n LY ), being
RMB629 milliond “xg ™ t1 n’); (ii) the historical operating performance, future business
growth prospects and industry valuation level of the Target Company; (iii) the technology and
business capabilities and customer resources of the Target Company, and synergy between the
Target Company and the Group, as well as (iv) the reasons for and benefits of the Proposed
Equity Transfer as stated under the section headed “Reasons For and Benefits of the Proposed
Equity Transfer” in this circular. Please refer to Appendix I to this circular for a summary of
the Valuation Report including, among others, the valuation method, the key assumptions and
key inputs.

The Board has reviewed and considered the Valuation Report prepared by the Valuer
and believes the Valuation has been conducted in accordance with the applicable compliance
requirements based on an appropriate adoption of valuation method, which reflects the value
of the Target Company and is fair and reasonable after taking into account the following
factors:

(a) the Valuer has prepared the Valuation Report in compliance with the commonly
adopted procedures, standards, laws and regulations of the PRC for the Valuation;

(b) the Valuer has reviewed key aspects, including the financial data, operating data
and other relevant data, in relation to the Target Company (including but not
limited to its financial statements, historical business operation records, fixed-asset
purchase agreements, contracts signed during the forecast period, future business
plans, technology and business capabilities and customer resources), allowing for
the Target Company to be valued on a broad and comprehensive spectrum;

(c) when adopting the income approach as the valuation method, the Valuer has fully
explained the reasons why such approach is suitable for the Target Company,
having regard to the clear ownership and good condition of its assets, and explained
the major parameters on which it relied, such as (i) the revenue growth of the Target
Company by taking into account the industry growth rate, historical annual growth
rates, revenue already recognised and contracts signed during the forecast period;
and (ii) the discount rate, which was determined by adopting major parameters such
as the average of the China 10-year Government Bond rate and the average five-
year yield of CSI 300 Total Return Index.
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(3) within 15 business days from the date on which the Transferee confirms that
the conditions precedent to the first instalment payment have been satisfied or
waived, the Transferee shall pay the first instalment of the consideration to the

bank account designated by the Transferor.

The detailed payment arrangements for the second instalment of the consideration
are as follows:

(1) upon all of the conditions precedent to the second instalment payment set
out in the Equity Transfer Agreement having been satisfied or waived by the
Transferee, the Transferor shall promptly notify the Transferee in writing
to pay the second instalment of the consideration and provide evidence
demonstrating that such conditions precedent have been satisfied;

(2) within 3 business days after receipt of the payment notice issued by the
Transferor, the Transferee shall confirm whether all conditions precedent to
the second instalment payment have been satisfied or waived. If the Transferee
fails to provide any feedback within the aforesaid period, the Transferee shall
be deemed to have acknowledged that all such conditions precedent have been
satisfied or waived;

(3) within 15 business days from the date on which the Transferee confirms that
the conditions precedent to the second instalment payment have been satisfied
or waived, the Transferee shall pay the second instalment of the consideration
to the bank account designated by the Transferor.

Afﬂned ,l'ﬁm ‘m’ﬁstt ’"tqr"‘ty‘rq"l"

Upon all of the conditions precedent to the payment set out in the Equity Transfer
Agreement having been satisfied or waived by the Transferee, the Transferee shall pay
the consideration to the bank account designated by Future City Junluo.

Fymet ofg memst , FiBy

The consideration payable by the Company to Coral Xingci shall be paid in a one-
off payment, and the detailed payment arrangements are as follows:

(1) upon all of the conditions precedent to the payment set out in the Equity
Transfer Agreement having been satisfied or waived by the Transferee,
the Transferor shall promptly notify the Transferee in writing to pay the
consideration and provide evidence demonstrating that such conditions

precedent have been satisfied;

10—
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2)

3)

within 5 business days after receipt of the payment notice issued by the
Transferor, the Transferee shall confirm whether all conditions precedent to
the payment have been satisfied or waived. If the Transferee fails to provide
any feedback within the aforesaid period, the Transferee shall be deemed to
have acknowledged that all such conditions precedent have been satisfied or

waived;

within 15 business days from the date on which the Transferee confirms
that the conditions precedent to the payment have been satisfied or waived,
the Transferee shall pay the consideration in a one-off payment to the bank
account designated by the Transferor.

B ymet ofgn met e oo hen gl Kby N2

The detailed arrangements for the consideration payable by the Company to

Gongqingcheng Zhonghang Kaisheng No. 2 are as follows:

(D

2

3)

upon all of the conditions precedent to the payment set out in the Equity
Transfer Agreement having been satisfied or waived by the Transferee,
the Transferor shall promptly notify the Transferee in writing and provide
evidence demonstrating that such conditions precedent have been satisfied;
for the avoidance of doubt, in respect of the conditions precedent to the
payment set out in items (4) and (5) under the Equity Transfer Agreement,
the Transferor shall confirm in such written notice that, to the extent of its
knowledge and awareness, such conditions precedent to the payment have
been satisfied, but shall not be required to provide any other supporting
documents separately;

within 3 business days after receipt of the payment notice issued by the
Transferor, the Transferee shall confirm whether all conditions precedent to
the payment have been satisfied or waived. If the Transferee fails to provide
any feedback within the aforesaid period, the Transferee shall be deemed to
have acknowledged that all such conditions precedent have been satisfied or
waived;

within 15 business days from the date on which the Transferee confirms that
the conditions precedent to the payment have been satisfied or waived, the
Transferee shall pay the consideration to the bank account designated by the
Transferor.

—-11 =
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The conditions precedent to the first instalment payment include:

(D

2

3)

“4)

the shareholders’ meeting and/or board of directors of the Target Company
having passed resolutions approving: (i) the current round of transaction,
including the Proposed Equity Transfer; (ii) the waiver by the other
shareholders of their rights of first refusal in respect of the equity interests
involved in the current round of transaction; (iii) the confirmation that the
Transferor is entitled to transfer the equity interests in the Target Company
together with all rights and benefits attached thereto; and (iv) the execution,
delivery and performance by the Target Company of the definitive transaction
documents in connection with the current round of transaction;

all approvals, consents and filings required under applicable laws and
regulations in connection with the Proposed Equity Transfer having been
obtained and remaining effective, other than the industrial and commercial
changes registration/filings in relation to the Proposed Equity Transfer;

each party having executed and delivered the Equity Transfer Agreement and
other relevant transaction documents, and the Transferee and the remaining
shareholders of the Target Company following completion of the Proposed
Equity Transfer having signed the new articles of association of the Target
Company;

since the Signing Date, there having been no change constituting a material
adverse effect in the Target Company or any entity directly or indirectly
controlled by it, and no change in the equity or ownership structure of the
Target Company or any of its subsidiaries having occurred. For the purpose
hereof, “material adverse effect” means any event, circumstance, change or
effect that, individually or in the aggregate, has resulted in or is reasonably
expected to result in: (i) a reduction of more than RMB2 million in the net
asset value of the Target Company; (ii) a decrease of more than 20% in the
principal operating revenue of the Target Company; (iii) the departure of the
general manager or chief technology officer of the Target Company; (iv) the
loss by the Target Company of any key governmental permit or qualification
required for carrying out its principal business; or (v) the commencement
against the Target Company of any material litigation or arbitration involving
an amount exceeding RMBS5 million;

- 12 —



L TT R *.";“‘H ¥, »

(5) since the Signing Date, there being no effective judgment, award, ruling or
injunction of any PRC law, court, arbitral tribunal or relevant governmental
authority which restrains, prohibits or invalidates the Proposed Equity
Transfer, and, to the knowledge of the Transferor, there being no pending or
threatened litigation, arbitration, judgment, award, ruling or injunction that

may result in a material adverse effect;

(6) the Transferee having completed legal, business, financial and other due
diligence investigations in respect of the Target Company and having been
satisfied that no material adverse effect exists, or, with respect to issues
identified during such due diligence investigations, the parties and the relevant
persons having reached a consensus;

(7) since the Signing Date, any representation, warranty and undertaking made
by the Transferor to the Transferee under the Equity Transfer Agreement or
other document remaining true, accurate, complete and not misleading in all
material respects.

The conditions precedent to the second instalment payment include:

(1) the conditions precedent to the first instalment payment continuing to be
satisfied or having been waived by the Transferee;

(2) the director(s) jointly appointed by Fortune New Materials Phase II and

Fortune New Materials Phase III to the Target Company (the “.,nh: 1

L wYne® et ) having submitted written resignation letter(s) to the Target
Company and resigned from the office of director;

(3) the resignation of the Oriental Fortune Director and the registration and filing
procedures for the Proposed Equity Transfer having been completed with the

competent market supervision administration authority of the Target Company;

(4) all matters required for completion as set out in the Equity Transfer Agreement
having been completed and the completion date having occurred.

For the avoidance of doubt, item (2) and item (3) of the conditions precedent to

the second instalment payment do not apply to the Equity Transfer Agreements with the

aforesaid four Transferors. Among them, the conditions regarding the resignation of the

Oriental Fortune Director and the completion of the registration and filing procedures

for such resignation only apply to the Equity Transfer Agreements with Fortune New

Materials Phase II and Fortune New Materials Phase III; the conditions regarding

the registration and filing procedures for the Proposed Equity Transfer only apply to

the Equity Transfer Agreements with Fortune New Materials Phase II, Fortune New
Materials Phase III and Wotao Electronic.

— 13—
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The parties to each Equity Transfer Agreement shall cooperate with each other and

actively perform their respective obligations to procure that the conditions precedent

to the first instalment payment and the conditions precedent to the second instalment

payment under such Equity Transfer Agreement are satisfied within 30 days and 60 days

after the Signing Date, respectively.

If any First Instalment Payment Condition Precedent under the relevant Equity

Transfer Agreement is waived by the Transferee, such waived condition shall

automatically become part of the conditions precedent to the second instalment payment

under the Equity Transfer Agreement.

P Mgy nshre oot ,rlf,ym it b r"bI{r"(ty‘fl,'n’u

The conditions precedent for payment to Future City Junluo include:

(D

2

3)

the Target Company having passed a shareholders’ meeting resolution
approving the current round of transaction (including the Proposed Equity
Transfer), and the shareholders of the Target Company having waived the
right of first refusal with respect to the equity involved in the current round
of transaction; the shareholders’ meeting resolution having approved the
assumption of office by the personnel appointed by the Transferee as directors
of the Target Company; and all shareholders’ rights originally enjoyed by
the Transferor under the equity transfer agreement entered into upon its
acquisition of the target equity interests, the original shareholders’ agreement
of the Target Company and the articles of association of the Target Company
(including but not limited to pre-emptive rights, rights of first refusal, co-
sale rights, anti-dilution rights, repurchase rights, drag-along rights) being
transferred to the Transferee together with the target equity interests;

all approvals, consents and filings required under applicable laws and
regulations in connection with the Proposed Equity Transfer having been
obtained and remaining effective, other than the industrial and commercial
changes registration/filings in relation to the Proposed Equity Transfer;

each party having executed and delivered the Equity Transfer Agreement and
other relevant transaction documents, and the Transferee and the remaining
shareholders of the Target Company following completion of the current
round of transaction having signed the new articles of association of the Target
Company;

—14 -
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(6)

(7

since the Signing Date, there having been no change constituting a material
adverse effect in the Target Company or any entity directly or indirectly
controlled by it, and no change in the equity or ownership structure of the
Target Company or any of its subsidiaries having occurred. For the purpose
hereof, “material adverse effect” means any event, circumstance, change or
effect that, individually or in the aggregate, has resulted in or is reasonably
expected to result in: (i) a reduction of more than RMB2 million in the net
asset value of the Target Company; (ii) a decrease of more than 20% in the
principal operating revenue of the Target Company; (iii) the departure of the
general manager or chief technology officer of the Target Company; (iv) the
loss by the Target Company of any key governmental permit or qualification
required for carrying out its principal business; or (v) the commencement
against the Target Company of any material litigation or arbitration involving
an amount exceeding RMBS million;

since the Signing Date, there being no effective judgment, award, ruling or
injunction of any PRC law, court, arbitral tribunal or relevant governmental
authority which restrains, prohibits or invalidates the Proposed Equity
Transfer, and, to the knowledge of the Transferor, there being no pending or
threatened litigation, arbitration, judgment, award, ruling or injunction that

may result in a material adverse effect;

the Transferee having completed legal, business, financial and other due
diligence investigations in respect of the Target Company and having been
satisfied that no material adverse effect exists, or, with respect to issues
identified during such due diligence investigations, the parties and the relevant

persons having reached a consensus;

since the Signing Date, any representation, warranty and undertaking made
by the Transferor to the Transferee under the Equity Transfer Agreement or
other document remaining true, accurate, complete and not misleading in all
material respects.

P Aty nsPre ot ,rxf,ym,’lli Ps f”zﬂ’ 1

The conditions precedent for payment to Coral Xingci include:

(D

the Target Company having approved Proposed Equity Transfer by way of a
shareholders’ meeting resolution, and the shareholders of the Target Company
having waived their rights of first refusal in respect of the target equity interest
under the Proposed Equity Transfer;

~ 15—
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)

®)

(©))

since the Signing Date, there being no effective judgment, award, ruling or
injunction of any PRC law, court, arbitral tribunal or relevant governmental
authority which restrains, prohibits or invalidates the Proposed Equity
Transfer, and, to the knowledge of the Transferor, there being no pending or
threatened litigation, arbitration, judgment, award, ruling or injunction that

may result in a material adverse effect;

the Transferee having completed legal, business, financial and other due
diligence investigations in respect of the Target Company and having been
satisfied that no material adverse effect exists, or, with respect to issues
identified during such due diligence investigations, the parties and the relevant

persons having reached a consensus;

since the Signing Date, any representation, warranty and undertaking made
by the Transferor to the Transferee under the Equity Transfer Agreement or
other document remaining true, accurate, complete and not misleading in all
material respects.

s Mt ns’rt d?di,rlfym?ﬁ!— &ogtn hgh =h 91.11‘291 Iﬁﬂ,lbﬁ? N.2

The conditions precedent for payment to Gongqgingcheng Zhonghang Kaisheng No.

2 include:

(D

2)

3)

the Target Company having approved the Proposed Equity Transfer by way
of a shareholders’ meeting resolution, and the shareholders of the Target
Company having waived their rights of first refusal regarding target equity
interests;

all approvals, consents and filings required under applicable laws and
regulations in connection with the Proposed Equity Transfer having been
obtained and remaining effective, other than the industrial and commercial

changes registration/filings in relation to the Proposed Equity Transfer;

each party having executed and delivered the Equity Transfer Agreement and
other relevant transaction documents, and the Transferee and the remaining
shareholders of the Target Company following completion of the Proposed
Equity Transfer having signed the new articles of association of the Target
Company;
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(4) since the Signing Date, there having been no change constituting a material
adverse effect in the Target Company or any entity directly or indirectly
controlled by it, and no change in the equity or ownership structure of the
Target Company or any of its subsidiaries having occurred. For the purpose
hereof, “material adverse effect” means any event, circumstance, change or
effect that, individually or in the aggregate, has resulted in or is reasonably
expected to result in: (i) a reduction of more than RMB2 million in the net
asset value of the Target Company; (ii) a decrease of more than 20% in the
principal operating revenue of the Target Company; (iii) the departure of the
general manager or chief technology officer of the Target Company; (iv) the
loss by the Target Company of any key governmental permit or qualification
required for carrying out its principal business; or (v) the commencement
against the Target Company of any material litigation or arbitration involving
an amount exceeding RMBS million;

(5) since the Signing Date, there being no effective judgment, award, ruling or
injunction of any PRC law, court, arbitral tribunal or relevant governmental
authority which restrains, prohibits or invalidates the Proposed Equity
Transfer, and, to the knowledge of the Transferor, there being no pending or
threatened litigation, arbitration, judgment, award, ruling or injunction that
may result in a material adverse effect;

(6) since the Signing Date, any representation, warranty and undertaking made
by the Transferor to the Transferee under the Equity Transfer Agreement or
other document remaining true, accurate, complete and not misleading in all

material respects.
7. dé 2 L1Vensss
Each Equity Transfer Agreement shall become effective upon it being affixed with

seals by the parties thereto, executed by their respective legal representatives or authorized

representatives, and approved by the shareholders’ meeting of the Company.

8. . ol n
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Within 30 days from the date on which the Transferee pays the first instalment of
the consideration, the Target Company shall complete the following matters and other

parties shall provide the necessary cooperation:

(1) complete the registration procedures for the change in equity interests with the
registration authority of the Target Company;
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(2) the Oriental Fortune Director has submitted an irrevocable written resignation
letter to the Target Company resigning from his position as a director, and
such resignation has taken effect; at the same time, the person appointed by
the Transferee has assumed office as director of the Target Company, and
the Target Company has completed the filing of the new director with the

competent registration authority;

(3) complete the filing of the articles of association signed by the Transferee as a
shareholder of the Target Company with the competent registration authority;
and

(4) the shareholders’ agreement signed by the Transferee, the founder of the
Target Company and the other shareholders of the Target Company following
the completion of the Proposed Equity Transfer has become effective and has
been delivered to the Transferee.

The date on which all of the foregoing matters have been completed shall be the
“completion date”.

For the avoidance of doubt, among the aforesaid completion matters, the matter
relating to the resignation of the Oriental Fortune Director and the effectiveness of such
resignation applies only to the Equity Transfer Agreements relating to Fortune New
Materials Phase II and Fortune New Materials Phase III.

After the Transferee has paid the first instalment consideration, (i) the Transferor
shall cease to enjoy any shareholder rights corresponding to the target equity interests,
including but not limited to, all rights enjoyed by the Transferor pursuant to the relevant
capital increase agreement (as only set out in the Equity Transfer Agreements for Fortune
New Materials Phase II and Fortune New Materials Phase III), the original shareholders’
agreement of the Target Company and the articles of association of the Target Company,
and shall no longer assume any corresponding obligations thereunder; and (ii) all
shareholder rights and interests corresponding to the target equity interests (including
but not limited to pre-emptive rights, rights of first refusal, co-sale rights, anti-dilution
rights, repurchase rights, drag-along rights, veto rights at shareholders’ meetings and/or
board meetings, and the corresponding interests and benefits within all owner’s equity,
such as the capital reserve, surplus reserve and undistributed profits (if any) prior to the
completion date) shall be enjoyed by the Transferee, and the Transferee shall assume
corresponding obligations.
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Within 30 days from the date on which the Transferee pays the first instalment of

the consideration, the Target Company shall complete the following matters, and the

other parties shall provide necessary cooperation:

(D

2

The directors of Dongfang Jintai have submitted irrevocable written
resignation letters to the Target Company, resigning from their positions as
directors, and such resignations have become effective; and at the same time,
they consent to the persons appointed by the Transferee assuming office as
directors of the Target Company, and cooperate in signing the shareholders’
resolutions and other documents required for the filing of the director change;

The Transferor has signed the shareholders’ resolution of the Target Company
in respect of the Proposed Equity Transfer, which resolution explicitly
provides that all shareholders’ rights originally enjoyed by the Transferor
under the capital increase agreement entered into upon its acquisition of the
target equity interests, the original shareholders’ agreement and the articles of
association of the Target Company (including but not limited to pre-emptive
rights, right of first refusal, co-sale rights, anti-dilution rights, repurchase
rights and drag-along rights) shall be transferred to the Transferee together
with the Target Equity.

The date on which all of the foregoing matters have been completed shall be the

“completion date”.

In addition, the parties agree that, after the Transferee pays the first instalment of

the consideration, the industrial and commercial change registration/filing formalities

in respect of the Target Equity shall not be processed for the time being; upon the

Transferor’s receipt of a separate notice from the Transferee, the parties shall, within 10

business days, complete the equity change registration procedures with the registration

authority of the Target Company, and the filing with the registration authority of the

articles of association signed by the Transferee as a shareholder of the Target Company.
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After the Transferee has fully paid the first instalment of the consideration, (i) the
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The parties agree that, upon the Transferee’s payment of the consideration, the
industrial and commercial changes registration/filing procedures in respect of the target
equity interests shall not be processed for the time being; and upon the Transferor’s
receipt of a separate notice from the Transferee, the parties shall complete the following
matters within 10 business days:

(1) complete the registration procedures for the equity change with the registration
authority of the Target Company;

(2) the articles of association signed by the Transferee as a shareholder of the
Target Company shall be filed with the registration authority.

The date on which all of the foregoing matters have been completed shall be the
“completion date”.

Upon the Transferee’s payment of the consideration, (i) the Transferor shall cease
to enjoy any shareholder rights corresponding to the target equity interests, including but
not limited to all rights enjoyed by the Transferor under the capital increase agreement
entered into upon its acquisition of the target equity interests, the original shareholders’
agreement of the Target Company and the articles of association of the Target Company,
and shall no longer assume any corresponding obligations thereunder; and (ii) all
shareholder rights attached to the target equity interests (including but not limited to pre-
emptive rights, rights of first refusal, co-sale rights, anti-dilution rights, repurchase rights,
drag-along rights) shall be enjoyed by the Transferee, and the Transferee shall assume
the corresponding obligations.

¢ ml¥inwl googn hgn T mh‘aar I?,Ibm N.2

Within 10 business days from the Transferee’s payment of the consideration, the
parties shall cooperate with each other to complete the following completion matters:

(1) the personnel appointed by the Transferee shall assume office as directors of
the Target Company, and the filing of the new directors shall be completed
with the registration authority of the Target Company;

(2) the shareholders’ agreement signed by the Transferee, the founder of
the Target Company and the other shareholders of the Target Company
following the Proposed Equity Transfer shall have become effective and be
delivered to the Transferee. Based on the new shareholders’ agreement of
the Target Company and the articles of association of the Target Company,
the Transferee shall be entitled to all shareholder rights attached to the target
equity interests that were originally enjoyed by the Transferor under the
capital increase agreement entered into upon its acquisition of the target equity
interests, the original shareholders’ agreement and the articles of association of
the Target Company, including but not limited to pre-emptive rights, rights of
first refusal, co-sale rights, anti-dilution rights, repurchase rights, drag-along
rights.
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The date on which all of the foregoing matters have been completed shall be the

“completion date”.

In addition, the parties agree that, upon the Transferee’s payment of the
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3)

if, for reasons not attributable to the Transferee, any of the conditions
precedent to the first instalment payment has not been satisfied within 30 days
after the Signing Date, or the completion of the Proposed Equity Transfer has
not occurred within the agreed timeframe, or any of the conditions precedent
to the second instalment payment has not been satisfied within 60 days after
the Signing Date, and the Transferee and the Transferor are unable to reach
agreement on a waiver of such conditions or an extension of performance,
the Transferee shall have(agre da )Tj Proh firsunil thr(agy )Tsciransferransfe
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if any stock exchange, the CSRC or its local branches, or any other competent
regulatory authority raises any objection to, inquiry regarding, or rectification
requirement in connection with the transaction, and the parties fail to obtain
the acceptance of the relevant competent authority within 30 days after the
occurrence of such event despite their efforts, the Transferee shall be entitled
to rescind the Agreement by written notice to the Transferor, and such

rescission shall not constitute a breach by any party;

if, for reasons not attributable to the Transferee, the conditions precedent to
payment have not been satisfied within 10 days after the Signing Date, or
the completion of the Proposed Equity Transfer has not occurred within the
agreed timeframe, and the Transferee and the Transferor are unable to reach
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Save as otherwise provided by law, the Equity Transfer Agreement may be

rescinded in any of the following circumstances:

(D

2

3)

“4)

(&)

(6)

upon mutual agreement between the Transferor and the Transferee, the Equity
Transfer Agreement shall be rescinded;

if any stock exchange, the CSRC or its local branches, or any other competent
regulatory authority raises any objection to, inquiry regarding, or rectification
requirement in connection with the transaction, and the parties fail to obtain
the acceptance of the relevant competent authority within 30 days after the
occurrence of such event despite their efforts, the Transferee shall be entitled
to rescind the Equity Transfer Agreement by written notice to the Transferor,
and such rescission shall not constitute a breach by any party;

if, due to reasons attributable to the Transferor, the conditions precedent to
payment have not been satisfied within 30 days after the Signing Date, or
the completion of the Proposed Equity Transfer has not occurred within the
agreed timeframe, and the Transferee and the Transferor are unable to reach
agreement on a waiver of such conditions or an extension of performance,
the Transferee shall have the right to unilaterally rescind the Equity Transfer
Agreement by written notice to the Transferor without liability;

if, due to reasons attributable to the Transferee, the conditions precedent to
payment have not been satisfied within 30 days after the Signing Date, or
the completion of the Proposed Equity Transfer has not occurred within the
agreed timeframe, and the Transferee and the Transferor are unable to reach
agreement on a waiver of such conditions or an extension of performance,
the Transferor shall have the right to unilaterally rescind the Equity Transfer

Agreement by written notice to the Transferee without liability;

if the Transferee fails, without justification, to pay the consideration for the
Transfer when due and such delay exceeds 20 business days, the Transferor
shall have the right to unilaterally rescind the Equity Transfer Agreement by
written notice to the Transferee without liability;

if any party breaches any representation, warranty or undertaking under
the Equity Transfer Agreement and fails to remedy such breach within a
reasonable period (which shall not exceed 15 business days) after being
requested by the other party to do so, the non-defaulting party shall have the
right to unilaterally rescind the Equity Transfer Agreement by written notice
to the defaulting party without liability;
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during the transitional period, if the Target Company or its subsidiaries
experiences any change that constitutes a material adverse effect, the
Transferee shall have the right to unilaterally rescind the Equity Transfer

Agreement by written notice to the Transferor without liability.
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Save as otherwise provided by law, the Equity Transfer Agreement may be

rescinded in any of the following circumstances:

(D

2)

3)

“4)

upon mutual agreement between the Transferor and the Transferee, the Equity
Transfer Agreement shall be rescinded;

if any stock exchange, the CSRC or its local branches, or any other competent
regulatory authority raises any objection to, inquiry regarding, or rectification
requirement in connection with the transaction, and the parties fail to obtain
the acceptance of the relevant competent authority within 30 days after the
occurrence of such event despite their efforts, the Transferee shall be entitled
to rescind the Equity Transfer Agreement by written notice to the Transferor,
and such rescission shall not constitute a breach by any party;

if, for reasons not attributable to the Transferee, the conditions precedent to
payment have not been satisfied within 30 days after the Signing Date, or
the completion of the Proposed Equity Transfer has not occurred within the
agreed timeframe, and the Transferee and the Transferor are unable to reach
agreement on a waiver of such conditions or an extension of performance, the
Transferee shall have the right to unilaterally rescind the Agreement by written
notice to the Transferor without liability;

if, due to reasons attributable to the Transferee, the conditions precedent to
payment have not been satisfied within 30 days after the Signing Date, or the
completion of the transaction has not occurred within the agreed timeframe,
and the Transferee and the Transferor are unable to reach agreement on a
waiver of such conditions or an extension of performance, the Transferor shall
have the right to unilaterally rescind the Equity Transfer Agreement by written
notice to the Transferee without liability; if the Transferee fails, without
justification, to pay the consideration when due and such delay exceeds
20 business days, the Transferor shall have the right to unilaterally rescind
the Equity Transfer Agreement by written notice to the Transferee without
liability;
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(5) if any party breaches any representation, warranty or undertaking under
the Equity Transfer Agreement and fails to remedy such breach within a
reasonable period (which shall not exceed 15 business days) after being
requested by the other party to do so, the non-defaulting party shall have the
right to unilaterally rescind the Equity Transfer Agreement by written notice
to the defaulting party without liability;

(6) during the transitional period, if the Target Company or its subsidiaries
experiences any change that constitutes a material adverse effect, the
Transferee shall have the right to unilaterally rescind the Equity Transfer
Agreement by written notice to the Transferor without liability.

(7) Notwithstanding the foregoing, if the completion of the Proposed Equity
Transfer is delayed due to reasons attributable to the Transferee or the
Target Company, and during such period of delay the Target Company or
its subsidiaries experiences any change that constitutes a material adverse
effect, the Transferee shall not be entitled to unilaterally rescind the Equity
Transfer Agreement; if either party exercises the right of unilateral rescission
in accordance with the Equity Transfer Agreement, the Equity Transfer
Agreement shall be rescinded from the date on which the written notice issued
by such party is served on the other party.
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Any breach by a party of the Equity Transfer Agreement, any failure to perform its
obligations under the Equity Transfer Agreement, any performance of such obligations
that is not in accordance with the terms of the Equity Transfer Agreement, or any
breach of any representation, warranty or undertaking made under the Equity Transfer
Agreement shall constitute a default. The defaulting party shall indemnify the other
party(ies) for all losses arising from such default, including but not limited to all direct
economic losses suffered by the non-defaulting party, investigation costs, legal fees,
litigation/arbitration costs, travel expenses, appraisal fees, and any other reasonable
expenses incurred by the non-defaulting party in enforcing its rights.

If, due to reasons attributable to the Transferor, any of the conditions precedent to
the first instalment payment remains unsatisfied within 30 days after the Signing Date,
and the Transferee rescinds the Equity Transfer Agreement pursuant to item (3) of the
rescission provisions, the Transferor shall pay to the Transferee a one-off amount of
liquidated damages equal to 5% of the consideration.
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Following the payment of the first instalment of consideration, if, due to reasons
attributable to the Transferor, the completion of the Proposed Equity Transfer fails to
take place within the agreed timeframe or any of the conditions precedent to the second
instalment payment remains unsatisfied within 60 days after the Signing Date, the
Transferor shall pay to the Transferee liquidated damages at the rate of 0.01% of the
first instalment of consideration for each day of delay. If, in such circumstances, the
Transferee rescinds the Equity Transfer Agreement pursuant to item (3) of the rescission
provisions, the Transferor shall further pay to the Transferee a one-off amount of
liquidated damages equal to 10% of the first instalment of consideration.

If, due to reasons attributable to the Transferee, any of the conditions precedent to
the first instalment payment remains unsatisfied within 30 days after the Signing Date,
or the completion of the Proposed Equity Transfer fails to take place within the agreed
timeframe, or any of the conditions precedent to the second instalment payment remains
unsatisfied within 60 days after the Signing Date, and the Transferor rescinds the Equity
Transfer Agreement pursuant to item (4) of the rescission provisions, the Transferor
shall be entitled to require the Transferee to pay liquidated damages equal to 5% of the
consideration.

If the Transferee, without justification, delays payment of any consideration
payable under the Equity Transfer Agreement, the Transferee shall pay to the Transferor
liquidated damages at the rate of 0.01% of the overdue and unpaid consideration for
each day of delay. If the Transferor rescinds the Equity Transfer Agreement pursuant to
item (5) of the rescission provisions as a result of such unjustified delay in payment by
the Transferee, the Transferee shall further pay to the Transferor a one-off amount of
liquidated damages equal to 10% of the overdue and unpaid consideration.

If any party breaches any representation, warranty or undertaking made under the
Equity Transfer Agreement, and the non-defaulting party rescinds the Equity Transfer
Agreement pursuant to item (6) of the rescission provisions, the non-defaulting party
shall be entitled to require the defaulting party to pay liquidated damages equal to 5% of
the consideration.

All the above liabilities for breach of contract may be accumulated and claimed

concurrently.
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Any breach by a party of the Equity Transfer Agreement, any failure to perform its
obligations under the Equity Transfer Agreement, any performance of such obligations
that is not in accordance with the terms of the Equity Transfer Agreement, or any
breach of any representation, warranty or undertaking made under the Equity Transfer
Agreement shall constitute a default. The defaulting party shall indemnify the other
party(ies) for all losses arising from such default, including but not limited to all direct
economic losses suffered by the non-defaulting party, investigation costs, legal fees,
litigation/arbitration costs, travel expenses, appraisal fees, and any other reasonable
expenses incurred by the non-defaulting party in enforcing its rights.

If, due to reasons attributable to the Transferor, any of the conditions precedent to
the first instalment payment remains unsatisfied within 30 days after the Signing Date,
and the Transferee rescinds the Equity Transfer Agreement pursuant to item (3) of the
rescission provisions, the Transferor shall pay to the Transferee a one-off amount of
liquidated damages equal to 5% of the consideration.

Following the payment of the first instalment of consideration, if, due to reasons
attributable to the Transferor, the Equity Transfer fails to be completed within the
agreed timeframe or any of the conditions precedent to the second instalment payment
remains unsatisfied within 60 days after the Signing Date, the Transferor shall pay to the
Transferee liquidated damages at the rate of 0.01% of the first instalment of consideration
for each day of delay. If, in such circumstances, the Transferee rescinds the Equity
Transfer Agreement pursuant to item (3) of the rescission provisions, the Transferor shall
further pay to the Transferee a one-off amount of liquidated damages equal to 10% of the
first instalment of consideration.

If, due to reasons attributable to the Transferee, any of the conditions precedent
to the first instalment payment remains unsatisfied within 30 days after the Signing
Date, and the Transferor rescinds the Equity Transfer Agreement pursuant to item (4)
of the rescission provisions, the Transferee shall pay to the Transferor a one-off amount
of liquidated damages equal to 5% of the consideration; or if the Equity Transfer fails
to be completed within the agreed timeframe or any of the conditions precedent to the
second instalment payment remains unsatisfied within 60 days after the Signing Date, the
Transferee shall pay to the Transferor liquidated damages at the rate of 0.01% of the first
instalment of consideration for each day of delay. If the Transferor rescinds the Equity
Transfer Agreement pursuant to item (4) of the rescission provisions, the Transferee shall
further pay to the Transferor a one-off amount of liquidated damages equal to 10% of the
first instalment of consideration.
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If the Transferee, without justification, delays payment of any consideration
payable under the Equity Transfer Agreement, the Transferee shall pay to the Transferor
liquidated damages at the rate of 0.01% of the overdue and unpaid consideration for each
day of delay. If such delay exceeds 60 days, the Transferor shall be entitled to rescind
the Equity Transfer Agreement and require the Transferee to pay liquidated damages
equal to 10% of the consideration. If the foregoing liquidated damages are insufficient to
compensate the Transferor for the losses suffered as a result thereof, the Transferee shall
further bear liability for damages to the Transferor separately.

If any party breaches any representation, warranty or undertaking made under the
Equity Transfer Agreement, and the non-defaulting party (being limited to the non-
defaulting Transferor and/or Transferee) rescinds the Equity Transfer Agreement pursuant
to item (6) of the rescission provisions, the non-defaulting party shall be entitled to
require the defaulting party to pay liquidated damages equal to 5% of the consideration.

If, due to reasons attributable to the Transferor, the registration/filing for the
industrial and commercial changes as contemplated under the Equity Transfer Agreement
fails to be completed within the agreed timeframe, the Transferor shall pay to the
Transferee liquidated damages at the rate of 0.01% of the consideration for each day
of delay. If such delay exceeds 60 days, the Transferee shall be entitled to require the
Transferor to pay liquidated damages equal to 10% of the consideration. If the foregoing
liquidated damages are insufficient to compensate the Transferee for the losses suffered
as a result thereof, the Transferor shall further bear liability for damages to the Transferee
separately.

If, due to reasons attributable to the Transferee, the registration/filing for the
industrial and commercial changes as contemplated under the Equity Transfer Agreement
fails to be completed within the agreed timeframe, the Transferee shall pay to the
Transferor liquidated damages at the rate of 0.01% of the consideration for each day
of delay. If such delay exceeds 60 days, the Transferor shall be entitled to require the
Transferee to pay liquidated damages equal to 10% of the consideration. If the foregoing
liquidated damages are insufficient to compensate the Transferor for the losses suffered
as a result thereof, the Transferee shall further bear liability for damages to the Transferor

separately.

All the above liabilities for breach of contract may be accumulated and claimed

concurrently.
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Any breach by a party of the Equity Transfer Agreement, any failure to perform its
obligations under the Equity Transfer Agreement, any performance of such obligations
that is not in accordance with the terms of the Equity Transfer Agreement, or any
breach of any representation, warranty or undertaking made under the Equity Transfer
Agreement shall constitute a default. The defaulting party shall indemnify the other
party(ies) for all losses arising from such default, including but not limited to all direct
economic losses suffered by the non-defaulting party, investigation costs, legal fees,
litigation/arbitration costs, travel expenses, appraisal fees, and any other reasonable
expenses incurred by the non-defaulting party in enforcing its rights.

If, due to reasons attributable to the Transferor, any of the conditions precedent
for payment remains unsatisfied within 10 days after the Signing Date, or the Proposed
Equity Transfer fails to be completed within the agreed timeframe, and the Transferee
rescinds the Equity Transfer Agreement pursuant to item (3) of the rescission provisions,
the Transferor shall pay to the Transferee an amount of liquidated damages equal to 5%
of the principal amount of the equity investment. If the transfer consideration has been
paid under the foregoing circumstances, the Transferor shall further pay to the Transferee
liquidated damages at the rate of 0.01% of the amount of consideration paid for each day
of delay.

If, due to reasons attributable to the Target Company, any of the conditions
precedent for payment remains unsatisfied within 10 days after the Signing Date, or the
Proposed Equity Transfer fails to be completed within the agreed timeframe, and the
Transferee rescinds the Equity Transfer Agreement pursuant to item (3) of the rescission
provisions, the Target Company shall pay to the Transferor an amount of liquidated
damages equal to 5% of the principal amount of the equity investment.

If, due to reasons attributable to the Transferee, any of the conditions precedent
for payment remains unsatisfied within 10 days after the Signing Date, or the Proposed
Equity Transfer fails to be completed within the agreed timeframe, and the Transferor
rescinds the Equity Transfer Agreement pursuant to item (4) of the rescission provisions,
the Transferor shall be entitled to require the Transferee to pay liquidated damages equal
to 5% of the principal amount of the equity investment.
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If the Transferee, without justification, delays payment of any consideration
payable under the Equity Transfer Agreement, the Transferee shall pay to the Transferor
liquidated damages at the rate of 0.01% of the overdue and unpaid consideration for each
day of delay. If the Transferor rescinds the Equity Transfer Agreement pursuant to item
(5) of the rescission provisions due to the Transferee’s unjustified delay in payment, the
Transferee shall pay to the Transferor a one-off amount of liquidated damages equal to
10% of the consideration payable and unpaid.

If any party breaches any representation, warranty or undertaking made under the
Equity Transfer Agreement, and the non-defaulting party rescinds the Equity Transfer
Agreement pursuant to item (6) of the rescission provisions, the non-defaulting party
shall be entitled to require the defaulting party to pay liquidated damages equal to 5% of
the principal amount of the equity investment.

All the above liabilities for breach of contract may be accumulated and claimed
concurrently.
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Any breach by a party of the Equity Transfer Agreement, any failure to perform its
obligations under the Equity Transfer Agreement, any performance of such obligations
that is not in accordance with the terms of the Equity Transfer Agreement, or any
breach of any representation, warranty or undertaking made under the Equity Transfer
Agreement shall constitute a default. The defaulting party shall indemnify the other
party(ies) for all losses arising from such default, including but not limited to all direct
economic losses suffered by the non-defaulting party, investigation costs, legal fees,
litigation/arbitration costs, travel expenses, appraisal fees, and any other reasonable
expenses incurred by the non-defaulting party in enforcing its rights.

If, due to reasons attributable to the Transferor, any of the conditions precedent for
payment remains unsatisfied within 30 days after the Signing Date, and the Transferee
rescinds the Equity Transfer Agreement pursuant to item (3) of the rescission provisions,
the Transferor shall pay to the Transferee a one-off amount of liquidated damages equal
to 5% of the consideration.

If, due to reasons attributable to the Transferee, any of the conditions precedent
for payment remains unsatisfied within 30 days after the Signing Date, or the Proposed
Equity Transfer fails to be completed within the agreed timeframe, and the Transferor
rescinds the Equity Transfer Agreement pursuant to item (4) of the rescission provisions,
the Transferor shall be entitled to require the Transferee to pay an amount of liquidated
damages equal to 5% of the consideration.
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If the Transferee, without justification, delays payment of any consideration
payable under the Equity Transfer Agreement, the Transferee shall pay to the Transferor
liquidated damages at the rate of 0.01% of the overdue and unpaid consideration for each
day of delay. If the Transferor rescinds the Equity Transfer Agreement pursuant to item
(5) of the rescission provisions due to the Transferee’s unjustified delay in payment, the
Transferee shall pay to the Transferor a one-off amount of liquidated damages equal to
10% of the consideration payable and unpaid.

If, due to reasons attributable to the Transferor, the completion matters under
the Equity Transfer Agreement fail to be completed within the agreed timeframe, the
Transferor shall pay to the Transferee liquidated damages at the rate of 0.01% of the
consideration for each day of delay. If the Transferee rescinds the Equity Transfer
Agreement pursuant to item (3) of the rescission provisions, the Transferor shall pay to
the Transferee liquidated damages equal to 10% of the consideration. If the foregoing
liquidated damages are insufficient to compensate the Transferee for the losses suffered
as a result thereof, the Transferor shall further bear liability for damages to the Transferee
separately.

If any party breaches any representation, warranty or undertaking made under the
Equity Transfer Agreement, and the non-defaulting party rescinds the Equity Transfer
Agreement pursuant to item (6) of the rescission provisions, the non-defaulting party
shall be entitled to require the defaulting party to pay liquidated damages equal to 5% of
the consideration.

All the above liabilities for breach of contract may be accumulated and claimed
concurrently.
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Any breach by a party of the Equity Transfer Agreement, any failure to perform its
obligations under the Equity Transfer Agreement, any performance of such obligations
that is not in accordance with the terms of the Equity Transfer Agreement, or any
breach of any representation, warranty or undertaking made under the Equity Transfer
Agreement shall constitute a default. The defaulting party shall indemnify the other
party(ies) for all losses arising from such default, including but not limited to all direct
economic losses suffered by the non-defaulting party, investigation costs, legal fees,
litigation/arbitration costs, travel expenses, appraisal fees, and any other reasonable
expenses incurred by the non-defaulting party in enforcing its rights.
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If, due to reasons attributable to the Transferor, any of the conditions precedent for
payment remains unsatisfied within the agreed timeframe or the Proposed Equity Transfer
fails to be completed within the agreed timeframe, and the Transferee rescinds the Equity
Transfer Agreement pursuant to item (3) of the rescission provisions, the Transferor
shall pay to the Transferee a one-off amount of liquidated damages equal to 5% of the
consideration. If, due to reasons attributable to the Transferee, any of the conditions
precedent for payment remains unsatisfied within the agreed timeframe or the Proposed
Equity Transfer fails to be completed within the agreed timeframe, and the Transferor
rescinds the Equity Transfer Agreement pursuant to item (4) of the rescission provisions,
the Transferee shall pay to the Transferor a one-off amount of liquidated damages equal
to 5% of the consideration.

If the Transferee, without justification, delays payment of any consideration
payable under the Equity Transfer Agreement, the Transferee shall pay to the Transferor
liquidated damages at the rate of 0.03% of the overdue and unpaid consideration for each
day of delay. If such delay exceeds 20 business days, the Transferor shall be entitled
to unilaterally rescind the Equity Transfer Agreement, and the Transferee shall pay to
the Transferor a one-off amount of liquidated damages equal to 10% of the payable and
unpaid consideration.

If any party breaches any representation, warranty or undertaking made under
the Equity Transfer Agreement, and the non-defaulting party rescinds the Agreement
pursuant to the provisions of the Equity Transfer Agreement, the non-defaulting party
shall be entitled to require the defaulting party to pay liquidated damages equal to 5% of
the consideration.

If, due to reasons attributable to the Transferor, the registration/filing for the
industrial and commercial changes as contemplated under the Equity Transfer Agreement
fails to be completed within the agreed timeframe, the Transferor shall pay to the
Transferee liquidated damages at the rate of 0.01% of the consideration for each day
of delay. If such delay exceeds 60 days, the Transferee shall be entitled to require the
Transferor to pay liquidated damages equal to 15% of the consideration. If the foregoing
liquidated damages are insufficient to compensate the Transferee for the losses suffered
as a result thereof, the Transferor shall further bear liability for damages to the Transferee

separately.

All the above liabilities for breach of contract may be accumulated and claimed

concurrently.
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The Company is a joint stock company established under the laws of the PRC with
limited liability, the H shares of which are listed on the Stock Exchange (stock code: 6067)
and the A shares of which are listed on the Shenzhen Stock Exchange (stock code: 300568).
The Group is principally engaged in the research and development, production and sales of
lithium-ion battery separators, and its products primarily include dry process separators, wet
process separators and coated separators. Founded in 2003, the Group has accumulated more
than 20 years of industry experience in lithium-ion battery separators.
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Fortune New Materials Phase II is a limited partnership established under the laws
of the PRC and is principally engaged in entrusted management of equity investment
funds, equity investment in unlisted enterprises, equity investment and investment
consultation. As at the Latest Practicable Date, it has 22 partners, all of whom hold less
than 30% partnership interests. The general partner of Fortune New Materials Phase 11
is Shenzhen Fortune Xinwan Equity Investment Fund Management Enterprise (Limited
Partnership)* (& WeRd K Ve 00000000000 000000
(0D O 4d0)), which holds 0.5% partnership interests of Fortune New Materials Phase
II and is in turn wholly controlled by Shenzhen Oriental Fortune Capital Investment
Management Co., Ltd. (‘X J°, 0000000000000 O0DO0O0O). OFC is

¢ &
ultimately controlled as to approximately 48.42% by CHEN Wei (O O ).
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Future City Junluo is a limited partnership established under the laws of the PRC
and is principally engaged in equity investment and venture investment in unlisted
enterprises. As at the Latest Practicable Date, it is owned as to approximately 99.67%
partnership interests by Yancheng Oriental Investment & Development Group Co., Ltd.
(‘f. Y- Y, 00000000000000) and as to approximately 0.33%
partnership interests by Shanghai Junluo Enterprise Management Partnership (Limited
Partnership)* (“ Wbt 1 Ml ", 000000000000(@O00)) (also
being the executive partner).‘)ID Group is wholly controlled by Yancheng Municipal
People’s Government. Shanghai Junluo is owned as to approximately 68% partnership
interests by Shanghai Junyu Business Information Consulting Co., Ltd.* (U O 0O 0O 0O O
0000000 D) (also being the executive partner), which is in turn ultimately owned
as to approximately 44.35% by WEN Wei (O O ).
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Coral Xingci is a limited partnership established under the laws of the PRC and
is principally engaged in venture investment in unlisted enterprises, investment with
its own funds, and private fund equity investment, investment management and asset
management activities upon completion of registration with the Asset Management
Association of China. As at the Latest Practicable Date, it is owned as to approximately
64.94% partnership interests by Jingdezhen Jingcheng Venture Capital Fund Partnership
(Limited Partnership)* (000D 0O0O0O0OO0O0OOODOOODOO@MOOO)), as to
approximately 1.95% partnership interests by Changzhou Coral Private Equity Fund
Management Partnership Enterprise (Limited Partnership)* (** ‘hem + v . g .0
Udddooooouououog@oon)) (also being the executive partner), as to
approximately 17.53% partnership interests by XU Xiaoyan (O O [J ) and each of the
remaining two limited partners holds less than 10% partnership interests. Changzhou
Coral is owned as to approximately 60.77% by CHEN Yanwen ([J U 0 ) and 39.23% by
ZHANG Zhiyan (0 O O).

- an hgn Dphim K N2

Gonggingcheng Zhonghang Kaisheng No. 2 is a limited partnership established
under the laws of the PRC and is principally engaged in private fund equity investment,
investment management and asset management activities upon completion of registration
with the Asset Management Association of China, and venture investment in unlisted
enterprises. As at the Latest Practicable Date, it is owned as to 40% partnership interests
by Shenzhen Tongyi Industrial Co., Ltd. (a company listed on the Shenzhen Stock
Exchange with stock code: 300538.SZ), as to 1% partnership interests by Kaisheng
Nanshan Private Equity Investment Fund Management (Shenzhen) Co., Ltd.* (“I? BUK -]
,l%,nba,n”, 0000000000000 0@O)dDOO) (also being the executive
partner), as to approximately 25.67% partnership interests by LIN Zhendong (O O O ),
as to 20% partnership interests by Dongguan Yidong Holdings Co., Ltd.* (DO OO O
O00000O0) and as to approximately 13.33% partnership interests by JIAN Shiping
(O 0 0). Kaisheng Nanshan is owned as to 35% by Shenzhen Nanshan Heli Investment
Management Partnership Enterprise (Limited Partnership)* (0000000000 O
U000 @udd)),alimited partnership controlled by CHEN Chen ([ [J ) as executive
partner and holding 60% partnership interests, as to 33% by Kaihang Investment
(Shenzhen) Co., Ltd.* (U O OO UO)0ODOO, a company wholly owned by
State-owned Assets Supervision and Administration Commission of the State Council),
and the remaining 32% equity interests owned by the remaining two investors (each less
than 30% equity interests).
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Fortune New Materials Phase III is a limited partnership established under the laws
of the PRC and is principally engaged in private fund equity investment, investment
management and asset management activities upon completion of registration with the
Asset Management Association of China. As at the Latest Practicable Date, it has 38
partners, all of whom hold less than 10% partnership interests. The executive partner of
Fortune New Materials Phase III is also Fortune Xinwan Fund (holding approximately
0.49% partnership interests).
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Wotao Electronic is a limited liability company established under the laws of the
PRC and is principally engaged in technology development, consultation, services and
transfer in the fields of electronics technology, metal materials technology, computer
network technology and energy technology, enterprise management consultation, trade
information consultation, sales of computer hardware and software, building materials,
communication equipment, electronic products and components, metal materials, plastic
products and instruments, research and development of electronic components, electronic
products, metal products and plastic products, and import and export agency business. As
at the Latest Practicable Date, it is ultimately controlled as to 50% by WANG Yunfei ([
0 0 ) and 50% by WU Guobiao (I O [0).

lmfm ‘Ilil

Dongfang Jintai is a limited partnership established under the laws of the PRC
and is principally engaged in industrial investment, asset management and investment
consultation. As at the Latest Practicable Date, it is owned as to 46% partnership interests
by OID Group, as to 30% partnership interests by Jiangsu China-Korea Yancheng
Industrial Park Investment Co., Ltd. (U D OO OO OOOOOOOONO), as to
approximately 0.67% partnership interests by Jiangsu Yueda Jintai Fund Management
Co., Ltd. ("} u o gt 1, 00000000000000) (also being executive
partner) and each of tfe remaining two limited partners owns less than 20% partnership
interests. Yueda Jintai is owned as to 45% by Jiangsu Yueda Shanda Equity Investment
Fund Management Co., Ltd* (000000000 OOOOODOOOO, a company
ultimately controlled as to approximately 60% by WU Changchun (0 0 [1)), as to 35%
by Jiangsu Huge-Fiscal Investment Co., Ltd.* (U OO D0OOO0OO0OO0OOOOOO, a
company ultimately controlled as to 65% by WANG Xiaoming ([J [0 J)) and as to
20% by Jiangsu Huanghai Financial Holding Group Co., Ltd.* (DO O OOOO OO
00000, acompany wholly owned by Yancheng Municipal People’s Government),
respectively.
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The Target Company is a limited liability company established under the laws of the
PRC. Its principal products can be classified into monolayer piezoelectric ceramic plates
and multilayer piezoelectric ceramic stacks. Multilayer piezoelectric ceramic stacks generate
precise (nano-scale) displacement under the action of an electric field, and can create
piezoelectric micro-fluidic control and piezoelectric micro-displacement platforms. Among
them, the principal application scenarios of piezoelectric micro-fluidic control include MFC
mass flow controllers, lithium battery coating die heads, piezoelectric dispensing machines/
dispensing valves, medical micro-injection and others; the principal application scenarios of
piezoelectric micro-displacement platforms include micro-displacement control for high-end
semiconductor precision equipment, fast steering mirrors which are the core components of
ATP (acquisition, tracking and pointing) in satellite laser communications, and deformable
mirrors which are the core components of space-to-ground laser communications, and others.
Monolayer piezoelectric ceramic plates are widely used in ultrasonic transducers, achieving
functions such as ultrasonic welding and ultrasonic cleaning. As at the Latest Practicable
Date, it is held by Wotao Electronic with 43.1916% equity interests, and Wotao Electronic is
ultimately controlled by WANG Yunfei and WU Guobiao, each controlling 50% of its equity
interests. As at the Latest Practicable Date, the Target Company and its respective ultimate
beneficial owners are Independent Third Parties.

‘gﬁ,{h g, ¢ ¢ it e fgr 1‘.,n11‘a,ny

Details of the shareholding structure of the Target Company as at the Latest
Practicable Date and immediately after the completion of the Proposed Equity Transfer
(assuming there will be no change in the shareholding structure of the Target Company
since the Latest Practicable Date save for the Proposed Equity Transfer) are set out

below:
K ch Wy ek
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Nme o W vh Wers R el ey T neer
The Company 13.5000% 73.4806%
Fortune New Materials Phase 11 15.3284% -
Future City Junluo 4.8750% -
Coral Xingci 1.9388% -
Gonggingcheng Zhonghang Kaisheng No. 2 3.0564% -
Fortune New Materials Phase 111 5.8163% -
Wotao Electronic 43.1916% 18.1916%
Dongfang Jintai 3.9657% -
Wotao Management 8.3279% 8.3279%
T 100% 100%
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The following table sets forth the financial information of the Target Company
for the two financial years ended 31 December 2024 and 2025 based on the audited
consolidated financial statements prepared in accordance with the International Financial
Reporting Standards (‘&1 b‘q’. - U gli. )

L ,rﬁ‘,ye,r?l‘i 31 R 3y 3y

2024 2025

(RMB’000) (RMB’000)

(Audited) (Audited)

Net profit before taxation 7,402 28,999
Net profit after taxation 7,144 26,221

According to the audited consolidated financial statements prepared in accordance
with the IFRS Accounting Standards, the total assets of the Target Company as at 31
December 2024 and 2025 were approximately RMB130,661 thousand and RMB 164,849
thousand, respectively, and the net assets of the Target Company as at 31 December
2024 and 2025 were approximately RMB119,560 thousand and RMB146,811 thousand,
respectively.

The consolidated financial statements of the Target Company prepared in
accordance with the IFRS Accounting Standards have been audited by ZSZH (HK) Fuson
CPA Limited appointed by the Company. Please refer to Appendix II to the circular in
relation to the accountants’ report on the financial information of the Target Company.

b b
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As at the Latest Practicable Date, the Company held approximately 13.50% of the equity
interests in the Target Company, and upon completion of the Proposed Equity Transfer, the
Company will hold approximately 73.4806% equity interests in the Target Company, and the Target
Company will become a non-wholly owned subsidiary of the Company. The financial results of the

Target Group will be consolidated into the consolidated financial statements of the Group.

b D b
v 0 gNg, P ek Nk ek TH R em o 1Y TR N

The Directors are of the view that the acquisition of the equity interests in the Target Company
represents the Company’s strategic deployment in the field of new materials and can broaden its
product boundaries, and has the following principal reasons and benefits:
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Industry dynamics: Along with the continuous enhancement of the precision of domestic
high-end manufacturing, the demand for high-performance piezoelectric ceramic
drive components from precision equipment such as MFC (mass flow controller) and
the demand for independent and controllable supply have been increasing in tandem.
Currently, the localisation rate of this segment is relatively low, and the supply chain is
exposed to risks of external constraints. The principal products of the Target Company
can be classified into monolayer piezoelectric ceramic plates and multilayer piezoelectric
ceramic stacks. Multilayer piezoelectric ceramic stacks generate precise (nano-scale)
displacement under the action of an electric field, and can create piezoelectric micro-
fluidic control and piezoelectric micro-displacement platforms. Among them, the
principal application scenarios of piezoelectric micro-fluidic control include MFC mass
flow controllers, lithium battery coating die heads, piezoelectric dispensing machines/
dispensing valves, medical micro-injection and others; the principal application scenarios
of piezoelectric micro-displacement platforms include micro-displacement control for
high-end semiconductor precision equipment, fast steering mirrors which are the core
components of ATP (acquisition, tracking and pointing) in satellite laser communications,
and deformable mirrors which are the core components of space-to-ground laser
communications, and others. Monolayer piezoelectric ceramic plates are widely used
in ultrasonic transducers, achieving functions such as ultrasonic welding and ultrasonic
cleaning. Through the acquisition of the Target Company, the Company will enter the
piezoelectric ceramic industry, and by leveraging the Target Company’s technological
accumulation in the piezoelectric ceramic industry, tap into the incremental market for
semiconductor equipment and components, broaden its medium — and long-term growth
boundaries, build its second growth curve, and simultaneously form industrial synergies
between its new materials business and its lithium battery main business.

Business: Based on due diligence and a review of its business operations, the Target
Company’s operating performance in 2026 has demonstrated rapid growth, with a
sufficient order backlog and a high degree of certainty and sustainability in its business
development. In respect of the Proposed Equity Transfer, the existing shareholders have
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So far as the calculations are concerned, the discounted future estimated cash flows have been
properly compiled in all material respects in accordance with the assumptions adopted by the Board
as set out in the valuation report. Please refer to the Report from RCHK in Appendix III. The Board
has confirmed that the profit forecast has been made after due and careful enquiry by the Board.
Please refer to the Letter from the Board in Appendix IV.

T LV
A
A notice convening the EGM of the Company to be held at Conference Room, 10th Floor,

Building 2, Xingyuan Advanced Materials Industrial Park, Tianyuan Road North, Gongming
Subdistrict, Guangming District, Shenzhen, Guangdong Province, the PRC on Wednesday, 23
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Pursuant to the Listing Rules, any holders of treasury Shares shall abstain from voting in
the Company’s general meetings. As at the Latest Practicable Date, the Company has 19,855,640
treasury A Shares.

To the best knowledge of the Directors and having made all reasonable enquiries, none of the
Shareholders are considered to have a material interest in the resolution proposed at the EGM that
would require them to abstain from voting on the approval of the resolution.

LS ¢y NBmr§ o T BT

This circular, for which the Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief the information contained in this circular is
accurate and complete in all material respects and not misleading or deceptive, and there are no
other matters the omission of which would make this circular or any statement herein misleading.

B 2y, e TN

The Directors are of the opinion that all the resolutions as set out in the notice of EGM for the
Shareholders’ consideration and approval are in the interests of the Company and the Shareholders
as a whole. Accordingly, the Directors recommend the Shareholders to vote in favor of all the
resolutions to be proposed at the EGM.

Yours faithfully,
For and on behalf of the Board
g?n‘h n €n1 v Tehng y 5‘ ?1:1 . . .
Ari gh e lign

Executive Director and Chairman of the Board
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The specific basis for this asset appraisal is as follows:

@) ,t‘e g | &v“ft ,ry‘rl,sm

1. The Asset Appraisal Law of the People’s Republic of China[( 0D OO0 OODO
UOOdidD (adopted at the 21st Session of the Standing Committee of the 12th
National People’s Congress on 2 July 2016);

2. The Company Law of the People’s Republic of China ( OO0 OO0 OO0O0O
[0 D) (amended at the 7th Session of the Standing Committee of the 14th National
People’s Congress on 29 December 2023);

3. The Securities Law of the People’s Republic of China[( 000000000
0 D (revised at the 15th Session of the Standing Committee of the 13th National
People’s Congress on 28 December 2019);

4.  Measures for the Fiscal Supervision and Administration of the Asset Appraisal
Industry DO OOO0O0O0OO0O0OOOOOD (issued as Order No. 86 of the
Ministry of Finance, amended by Order No. 97 of the Ministry of Finance);

5. The Enterprise Income Tax Law of the People’s Republic of Chinald 0 0 O 00O O
UO000000D0D (revised for the second time at the 7th Session of the Standing
Committee of the 13th National People’s Congress on 29 December 2018);

6. The Notice on Comprehensively Implementing the Pilot Program of Replacing
Business Tax with Value-Added Tax( U O 0000 O0U0OO0OOOOOOOO
U D (Cai Shui [2016] No. 36);

7.  The Announcement on Policies Related to Deepening VAT Reform[( O 0 O O [
U0odooobobbOD (Announcement No. 39 of 2019 by the Ministry of
Finance, State Taxation Administration, and General Administration of Customs);

8.  The Value-Added Tax Law of the People’s Republic of Chinall 0 00O 0O O
UO0O00D (adopted at the 13th Session of the Standing Committee of the 14th
National People’s Congress on 25 December 2024);

9. Implementation Regulations of the Value-Added Tax Law of the People’s Republic

of China [ OOOOOOOOODOUOOOOOD (Order No. 826 of the State
Council);
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10.

11.

12.

13.

14.

Trademark Law of the People’s Republic of China ( OO0 000000000
(revised for the fourth time at the 10th Session of the Standing Committee of the
13th National People’s Congress on 23 April 2019);

The Patent Law of the People’s Republic of China ( OO0 000000000
(revised for the fourth time at the 22nd Session of the Standing Committee of the
13th National People’s Congress on 17 October 2020);

The Civil Code of the People’s Republic of China ( OO0 OO0O0O0OO0ODO
(adopted by the Third Session of the 13th National People’s Congress on 28 May
2020);

The Vehicle Purchase Tax Law of the People’s Republic of Chinald O O 0O OO
000U D (adopted at the 7th Session of the Standing Committee of the
13th National People’s Congress on 29 December 2018);

Other laws and regulations relevant to the appraisal work.

(0 Woas: ppf g,lf,ld,s

1.

10.

Basic Standards for Asset Appraisal { D 0O OOOOOD (Cai Zi [2017] No.
43);

Professional Ethics Standards for Asset Appraisal ( OO0 OO0 O0O000OO0O
(CAS [2017] No. 30);

Asset Appraisal Practice Standards — Asset Appraisal Engagement Contract[( U [
UboboobboDbDbOo0obOOnD (CAS[2017] No. 33);

Asset Appraisal Practice Standards — Use of Experts” Work and Related Reports
ODO0O00DLbO0bbObDbOo0bO0O0b0bOOOD (CAS [2017] No. 35);

Asset Appraisal Practice Standards — Intangible Assets(( 0 0 OO 0000 O O
0000 (CAS [2017] No. 37);

Asset Appraisal Practice Standards — Machinery and Equipment[( 0 0 0 0 0O 0O 0O
UO0000O0D (CAS[2017] No. 39);

Asset Appraisal Practice Standards — Asset Appraisal Report [ D OO0 0O OO
Uo0obDoodoD (CAS[2018] No. 35);

Asset Appraisal Practice Standards — Asset Appraisal Procedures [ O 0 0O 0O O [
O000D00ODODOD (CAS [2018] No. 36);

Asset Appraisal Practice Standards — Asset Appraisal Archives[ 0 O 00O OO
UoobobooogoD (CAS[2018] No. 37);

Asset Appraisal Practice Standards — Business Value[( D D O OO OO0 O OO
0 O D (CAS [2018] No. 38);
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11. Asset Appraisal Practice Standards — Asset Appraisal Methods [ 0 O O O OO O
OO0O00D0O00D0D (CAS[2019] No. 35);

12. Asset Appraisal Practice Standards — Intellectual Property [0 U O O O O OO0 O
U0 0dD (CAS [2023] No. 14);

13.  Guidelines for Business Quality Control of Asset Appraisal Institutions(( [J [ 0 [J
oobooooooooo
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The latest Loan Prime Rate (LPR) authorized for publication by the National
Interbank Funding Center;

The current benchmark deposit and lending interest rate table of the People’s Bank

of China effective on the valuation date;
Historical financial statements and audit reports of the appraised entity;

Materials related to current and future market forecasts for the main products of the

appraised entity;

Future revenue, cost, and expense forecast tables provided by the management of
the appraised entity;

In-hand contracts, orders, and target customer information provided by the

management of the appraised entity;
Financial data and capital market information from the iFinD information system;

On-site inspection records by the asset valuer and other relevant valuation
information collected.

Jhoer % epen oM Mo

1.

Financial statements, account books, vouchers, and asset appraisal declaration forms
as of the valuation date provided by the appraised entity and its management;

Handbook of Commonly Used Methods and Parameters for Asset Appraisalld U U
000000000000 (China Machine Press, 2011 Edition);

Regulations on the Compulsory Vehicle Scrapping Standards [ U O DO O OO O
0 000D (Joint Order No. 12 [2012] of the Ministry of Commerce, the National
Development and Reform Commission, the Ministry of Public Security, and the

Ministry of Environmental Protection);

National macroeconomic, industry, regional market, and enterprise statistical

analysis documents;

Technical statistical documents of Shanghai Orient Appraisal Co., Ltd.;

Other relevant reference documents.
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In accordance with the Basic Standards for Asset Appraisal and the Asset Appraisal
Practice Standards — Asset Appraisal Methods, the methods for determining asset value include
three basic methods: the market approach, the income approach, and the cost approach, as well
as their derivatives.

According to the Asset Appraisal Practice Standards — Business Value, the three basic
methods — the income approach, the market approach, and the cost approach (also known as
the asset-based approach) — can be used for business valuation:

The income approach refers to the appraisal method that determines the value of the
appraised object by capitalizing or discounting the expected income. When applying the
income approach to business valuation, it emphasizes the overall expected profitability of the
enterprise.

The market approach refers to the appraisal method that determines the value of the
appraised object by comparing it with comparable listed companies or comparable transaction
cases. Applying the market approach to business valuation features appraisal data sourced
directly from the market, making the appraisal results highly persuasive.

The cost approach (asset-based approach) refers to the appraisal method that determines
the value of the appraised object based on the balance sheet of the appraised entity as of
the valuation date, reasonably appraising the value of all on-balance-sheet and identifiable
off-balance-sheet assets and liabilities. When the asset-based approach is applied to business
valuation, there may be circumstances where not every asset and liability can be fully
identified and individually appraised.

n g“t,l,n i pp,@,lglw ﬁ“l ds

According to the Asset Appraisal Practice Standards — Business Value, “In performing
business valuation, the appraiser shall analyze the applicability of the three basic approaches —
namely the income approach, the market approach, and the cost approach (asset-based
approach) — based on factors such as the purpose of the appraisal, the appraisal object, the
value type, and the availability of data, and shall select the appropriate appraisal approach(es)

LEINT3

accordingly.” “For business valuations suitable for using different appraisal methods, asset

appraisal professionals shall use two or more appraisal methods.”
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From the perspective of the book asset composition, the appraised entity is a typical
asset-light industry enterprise, characterized by numerous intangible resources such as new
operating models, service platforms, marketing teams, and business qualifications that are
difficult to be individually identified and quantified in terms of value. Therefore, using the cost
approach (asset-based approach) cannot comprehensively and reasonably reflect the intrinsic

value of the enterprise, so the cost approach is not adopted in this appraisal.

The income approach evaluates assets from the perspective of their expected profitability,
which can fully reflect the overall value of the enterprise, and its appraisal results are relatively
reliable and persuasive. Simultaneously, the appraised entity meets the prerequisite conditions
for applying the income approach: sustainable future operations, a predictable future income
period, a stable relationship between total shareholders’ equity and business operating income,
predictable and quantifiable future operating income, and estimable risk premiums related to
the enterprise’s expected income.

The two commonly used specific methods of the market approach are the guideline
public company method and the transaction case comparison method. The prerequisite for
applying the market approach is the existence of a developed, fair, and active open market
with relatively sufficient market data and comparable transaction cases available in the open
market. Currently, there are a considerable number of listed companies in the same industry as
the appraised entity with similar product types, business structures, and operating models. The
purpose of this appraisal is to provide a market value reference for equity acquisition, making
it suitable to adopt the market approach.

Based on the above analysis, it is determined to use both the income approach and the
market approach for this appraisal.

(T wtrd% ¢3 nt h*h me pp,r? h
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According to the Asset Appraisal Practice Standards — Business Value, the
Discounted Cash Flow (DCF) method is a common method under the income approach.
It involves estimating the enterprise’s future expected cash flows and applying an
appropriate discount rate to discount the expected cash flows to present value, thereby
obtaining the value of total shareholders’ equity. The DCF method typically includes the
Free Cash Flow to the Firm (FCFF) model and the Free Cash Flow to Equity (FCFE)
model. Asset appraisal professionals shall appropriately select the cash flow discount
model based on the industry, operating model, capital structure, development trends, etc.,
of the appraised entity.
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Based on the asset composition and business operation characteristics of the

appraised entity, and the findings of the appraisal due diligence, the basic approach of

this appraisal starts with the audited financial statements of the appraised entity: Firstly,

the DCF method is used to estimate the value of the enterprise’s operating assets; then,

the value of other non-operating or excess assets and liabilities as of the valuation date is

added, and then the value of total shareholders’ equity of the enterprise is obtained after

the interest-bearing debt is deducted.

3. Pllf,zglw a“l

The FCFF model is specifically selected for this DCF method based on the actual

situation of the appraised entity. The basic formula is as follows:

Total Shareholders’ Equity Value = Enterprise Total Value — Value of Interest-

Bearing Debt

Where:

(D

2

Enterprise Total Value = Value of Operating Assets + Value of Excess Assets
+ Value of Non-Operating Assets and Liabilities

Value of Operating Assets = Present Value of Free Cash Flows during the
Explicit Forecast Period + Sum of Present Value of Free Cash Flows after the
Explicit Forecast Period (P), namely:

" F F *(14g)

i

= (1) (r-g)*(1+r)
Where: F. — Free cash flow amount for the i-th future benefit period;

n — Explicit forecast period, referring to the time from the valuation date
until the enterprise reaches a relatively stable operating condition;

g — Expected annual growth rate of future earnings after the explicit forecast
period;

r— The selected discount rate.
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The appraised entities included in the consolidated financial statements
scope, namely, Bangci Electronic Technology (Yancheng) Co., Ltd. (I U U
Joog@DHOOOOdOd) and its wholly-owned subsidiary Jingdezhen
Bangci Electronic Technology Co., Ltd. (DO O0OOO0OOOOOONO),
both focus their main businesses on the ceramic material industry. Their
operations are essentially inseparable organic components within the same
business system. Typically, the parent and subsidiary companies are treated as
a whole and predicted under the consolidated caliber income approach, so as
to more accurately and comprehensively reflect the revenue status and value
creation capability of this complete business system. Meanwhile, the investee
entity included in the consolidated financial statements scope is mainly a
wholly-owned subsidiary with a stable equity structure, and non-operating
factors can be fully identified and considered, which meets the preconditions
for consolidated caliber prediction. Therefore, this appraisal adopts the
consolidated caliber for forecasting.

Determine the expected earnings. Combined with the human resources,
technical level, capital structure, operating conditions, historical performance,
and development trends of the appraised entity, as well as macroeconomic
factors, the current status and development prospects of the industry, conduct
necessary analysis, review, judgment, and adjustment on the future earning
forecast documents provided by the client or the management of the appraised
entity, and then, on this basis, reasonably determine the appraisal assumptions
and form the future expected earnings.

Determine the future earnings period. The future earnings period is determined
to be indefinite after analyzing and understanding the nature and type of the
appraised enterprise, the current status and development prospects of the
industry, the agreements and articles of association, operating conditions,
asset characteristics, and resource conditions. Meanwhile, the explicit forecast
period n of this project is set at 5 years on the basis of a comprehensive
analysis of the remaining economic life of the appraised entity’s products
or services, the R&D status of alternative products or services, revenue
structure, cost structure, capital structure, capital expenditure, working capital,
investment income and risk level, combined with macro policies, industry
cycles, and other factors affecting the enterprise’s entry into a stable period.
After the explicit forecast period, the Fi amount remains unchanged, that is,

the value of g is zero.
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Determine the discount rate. In accordance with the principle that the discount
rate should be consistent with the caliber of the expected earnings, the
Weighted Average Cost of Capital (WACC) is selected for this appraisal,
namely, the weighted average of the expected return on equity and the
expected return on debt adjusted by income tax. The calculation formula is as
follows:

WACC=R, (1-T) W, +R, W,

Where:

R, : Expected return on debt;

R, : Expected return on equity;

W, : Percentage of debt capital in the capital structure;

W _: Percentage of equity capital in the capital structure;

T : Effective corporate income tax rate.

The expected return on equity is determined by the modified Capital Asset
Pricing Model (CAPM), and the calculation formula is as follows:

R.=R;+§. MRPHE
Where: R, : Risk-free rate;
MRP : Market risk premium;
€ : Specific risk premium;

&. - Expected market risk coefficient of the appraised object’s equity capital;

D
b=6 (1+(1-) — )
E

Where: #, is the expected unlevered market risk coefficient of comparable

companies;

D and E: Representing the debt capital and equity capital of comparable

companies respectively.
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(4.1) Determination of the risk-free rate  : According to domestic and foreign

industry research results, combined with the requirements of the Expert
Guidelines No. 12 on Asset Appraisal: Measurement of Discount Rate in
Enterprise Value Assessment Using Income Approach issued by the China
Appraisal Society (CAS), this risk-free rate is calculated by selecting the
average of the most recent ten-year Chinese government bond yields. The data
source is the China Government Bond Yield Curve provided by China Central
Depository & Clearing Co., Ltd. (CCDC) and published on the official website
of the CAS.

The government bond yield curve is a curve that describes the relationship
between government bonds of various maturities and their corresponding yield
levels. The China Government Bond Yield Curve is compiled based on the
market interest rates of RMB-denominated government bonds issued in the
Chinese mainland.

Considering that the 10-year government bond yield is released every working
day, in order to avoid the impact of short-term market sentiment fluctuations
on the value selection, the average value of the latest complete quarter is
calculated and updated once a quarter in combination with the technical
specifications of our company. The value on the valuation date of this
appraisal is 1.82%.

(4.2) Calculation of the market risk premium (MRP, i.e. - ): The market risk

premium refers to the expected excess return required by investors on equity
investments with the same average risk as the overall market, that is, the risk
compensation exceeding the risk-free rate. The market risk premium can
usually be measured using historical market risk premium data. We calculate
the market risk premium using the historical risk premium data of China’s
securities market index.

Calculation of : Calculate the rate of return based on China’s securities
market index.

Index selection: According to the Expert Guidelines No. 12 on Asset
Appraisal: Measurement of Discount Rate in Enterprise Value Assessment
Using Income Approach issued by the CAS, and considering that the CSI 300
Total Return Index is more accurate than the CSI 300 Index in calculating the
rate of return because it corrects the dividend distribution of sample stocks, we
select the CSI 300 Total Return Index to calculate the rate of return. The base
period index is 1,000 points, and the time is 31 December 2004.

Time span: The calculation period is from January 2005 to the end of the year
before the valuation date.
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Data frequency: Weekly. Given that China’s capital market has a history of
about 30 years and the index has experienced significant fluctuations, the
return rate based solely on weekly closing index levels would be subject to
substantial volatility and may lack reference value. To eliminate the impact of
significant (abnormal) fluctuations, the annualized rate of return is calculated
based on the 200-week average of closing prices preceding the relevant trading
date (if less than 200 weeks, the average is calculated from the week when the
index was launched).

Annualized rate of return averaging method: Calculate and analyze the
arithmetic and geometric average annualized rates of return, and finally select

the geometric average annualized rate of return.

Calculation of  : The risk-free rate adopts the yield to maturity of the 10-year
government bond of the same period (the data source is the same as before).
Corresponding to the index rate of return, it is calculated using the average
value of the complete calendar year of the current year.

Calculation of market risk premium (MRP, - )

The basic data of China’s annual market risk premium is obtained through the
above calculation. Considering that China’s economy is shifting from the stage
of high-speed growth to the stage of high-quality development and the growth
rate is gradually slowing down, we use the average value of the latest 5 years
to calculate the MRP, as follows:

4ot ¢
\ "ru,ri,y
g\l‘% 2 « 105 ;“,r
S LA 2 Virnm *rd
i d $£ i?“11“111‘_ %l %,
\ i*a‘,n 6.65%
2025 8.12% 1.74% 6.38%
2024 8.66% 2.22% 6.44%
2023 9.29% 2.73% 6.56%
2022 9.71% 2.77% 6.94%
2021 9.95% 3.03% 6.92%

That is, the current risk premium for the Chinese market is approximately
6.65%.
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(4.3) Determination of Beta value (B coefficient): This coefficient measures the
degree of risk premium of the appraised enterprise relative to the overall
return of the capital market, and it is also an indicator that measures the extent
to which an individual stock is affected by the entire economic environment,
including stock price fluctuations. Since the appraised enterprise is currently
a non-listed company, it is generally difficult to directly calculate the value
of this coefficient indicator. Therefore, this appraisal takes the average value
of the B coefficients (i.e., ft ) of comparable listed companies in the same

industry as the appraised enterprise as of the valuation date as a reference.
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The transaction case comparison method refers to a specific method that obtains and

analyzes the data of purchase, acquisition, and merger cases of comparable enterprises,

calculates value ratios, and determines the value of the appraisal object on the basis of

comparative analysis with the appraised entity.

2.

‘!alr"ftl,ﬂ ,mt"f

Total Shareholders’ Equity Value = Value of Operating Assets + Value of Excess
Assets + Value of Non-Operating Assets and Liabilities

Value of Operating Assets = Relevant Indicator of Appraised Entity

Corresponding Value Ratio of Comparable Enterprises Correction Coefficient

The guideline public company method is adopted for this appraisal based on the

sufficiency and reliability of the obtained operating and financial data of comparable

enterprises and the number of comparable enterprises that can be collected.

3

pp. f,lglﬂr AU

(1) Determine comparable reference enterprises.

In an appropriate transaction market, analyze transaction instances or listed
company cases that belong to the same industry as the appraised entity or are
affected by the same economic factors, engage in the same or similar businesses,
have consistent transaction types, and have a close time span, and select them as
candidate comparable enterprises. After focusing on factors such as the business
structure, operating model, enterprise scale, asset allocation and utilization,
operation stage, growth potential, operating risk, and financial risk of comparable
enterprises, screen the applicability of candidate comparable enterprises, and finally
select an appropriate number of reference enterprises that are comparable with the

appraised entity.
Since the appraised entity is a non-listed company, whose equity has no public

trading market, its market value cannot be directly determined, and it is not suitable
to use the direct method to calculate its risk rate of return. We select comparable
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The appraised entity is mainly engaged in the R&D, production, and sales
of piezoelectric ceramics and components. According to the query conducted
through the iFinD database, the subject industry is classified under the “Electronic
Components — Passive Components” sector in the Shenwan industry classification
system, with a total of 19 listed companies. These companies are then screened
based on the aforementioned selection criteria.

The comparable listed companies ultimately identified are provided in the

table below:

N. gf‘vu,ri,y s de iv“,rly g ,lt,lQ,m’
1 920491.BJ Audiowell

002138.SZ Sunlord
3 300408.SZ Tri-Ring Group

(2) Make necessary adjustments for the differences between the appraised entity
and comparable reference enterprises.

Compare and analyze the operating and financial information of comparable
enterprises obtained from public and legal channels with the actual situation of the

appraised entity, and make necessary difference adjustments.
(3) Select and determine value ratios.

Value ratios usually include profit ratios, asset ratios, revenue ratios, and
other specific ratios, such as price-to-earnings (P/E) ratio, price-to-book (P/
B) ratio, enterprise value-to-sales (EV/Sales) ratio, or enterprise value multiples
(such as EV/EBIT and EV/EBITDA). The P/E ratio is selected as the value ratio
for this appraisal after the correlation is compared and analyzed between each
value ratio and the market value of the appraised entity. The following factors are
fully considered in the selection process: The selected value ratio is conducive
to reasonably determining the value of the appraisal object; the data caliber and
calculation method for calculating the value ratio are consistent; when applying the
value ratio, reasonable adjustments are made to the differences between comparable

enterprises and the appraised entity as much as possible.
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(4) Estimate the enterprise value.

After adjusting and calculating the value ratios of comparable enterprises, we

combine the corresponding financial data or indicators of the appraised entity to
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Consulted and collected the property right certification documents of the assets
included in the appraisal scope, inspected the ownership documents provided
by the appraised entity, and verified the ownership of the assets. Counted
the situation of impaired assets, and asked the appraised entity to verify and
confirm whether the ownership of these assets belongs to the enterprise and
whether they are involved in property right disputes;

For equipment assets, understood the management system and actual
implementation situation, as well as the corresponding maintenance,
reconstruction, and expansion situations, and consulted and collected relevant
technical documents, contract documents, final settlement documents,
completion acceptance documents, etc. For general-purpose equipment,
obtained relevant information mainly through market research and inquiring
about relevant price information and other documents;

For the intangible assets involved, understood their cost composition, historical
and future revenue situations, and the market conditions of corresponding
products and other relevant information; consulted and collected legal
documents, ownership validity documents, or other supporting documents of
intangible assets; investigated the characteristics of intangible assets, asset
portfolio situations, and usage status; the geographical scope, field scope,
profitability, and revenue mode of intangible assets implementation; judged
whether they can continue to function and bring economic benefits to the
obligees; understood the legal protection period, revenue period, and protection
measures of intangible assets; investigated the legal and administrative
regulations or other restrictions encountered during the implementation of
intangible assets, etc.;

Mainly understood the actual debt situation that the appraised entity should
bear for the liabilities within the appraisal scope.

2. Understood the historical operation situation, the current operating status of the
appraised entity, and the actual situation of the industry it belongs to, and judged
the possible development trend of the enterprise in the coming period. The details
are as follows:

D

2

3)

Understood the relevant legal situations of the appraised entity’s continuing
operation, mainly including the articles of association, investment and capital
contribution agreements, business premises, and operation capabilities;

Understand the accounting system implemented by the appraised entity,
including its fixed asset depreciation policies, methods for recording inventory
costs and tracking inventory issuance, applicable tax rates and tax compliance
status, as well as its debt, borrowings, and debt costs over the past few years;

Understood the business type, operating model, and historical operating
performance of the appraised entity, including the income proportion of main
operating businesses, the distribution of main customers, and the related party
transactions with related enterprises;
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Obtained audited financial information and data such as the balance sheet,
income statement, cash flow statement, and detailed schedules of product
revenue, costs, and expenses in recent years;

Understood the enterprise’s asset allocation and actual utilization situation,
analyzed the relevant excess assets and non-operating assets and liabilities,

and reached a consensus with the enterprise’s management;

Understood the company’s core operational strengths and weaknesses through
interviews with the management of the appraised entity; its business plans and
strategies for the coming years, such as market demand, R&D investment,
pricing strategies, sales plans, cost and expense control, capital raising, and
projected new investment plans, as well as the composition and trends of
revenue and costs for its primary business operations; information about the
major market competitors; and operational risks faced, such as national policy
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On the basis of the aforementioned work, compiled a preliminary asset appraisal report,
communicated and exchanged opinions with the client on the content of the preliminary
appraisal report, modified and improved the asset appraisal report after fully considering the
communication of relevant opinions, and submitted the official asset appraisal report to the
client after completing the company’s internal review procedures.

by R
B NIl g Ny
The asset valuers followed the following appraisal assumptions and restrictive conditions in
the appraisal of this project:

@) ﬁy s npt1 ns
1. Tfn: tin s'npti n

The transaction assumption assumes that all the appraised assets are already in
the transaction process, and the asset valuers conduct value appraisal by simulating the
market according to the transaction conditions of the appraised assets. The transaction
assumption is the most basic precondition assumption for asset appraisal to be carried
out.

2. ‘p?n aldlq ss¥npti n

The open market assumption is an assumption about the market conditions that
the assets are about to enter and what kind of influence the assets will receive under
such market conditions. An open market refers to a fully developed and perfect market
condition, a competitive market with voluntary buyers and sellers. In this market, buyers
and sellers are in equal positions, both have the opportunity and time to obtain sufficient
market information, and the transactions between buyers and sellers are carried out under
voluntary, rational, and non-mandatory or unrestricted conditions. The open market
assumption is based on the premise that assets can be publicly bought and sold in the
market.

3Y= g n'm s'npti n ifh ¢ post

The going concern assumption of the enterprise assumes that, under the current
conditions of assets and resources and within the foreseeable future operating period, the
production and operation business of the appraised entity can continue to operate legally
in accordance with its current status, and no significant adverse changes will occur in its

operating conditions.
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The assumption of assets being used for their current purposes means that the assets
are assumed to be continuously used for their current purposes. First, it is assumed that
the assets within the appraised scope are in use. Second, it is assumed that they will
continue to be used in accordance with the current purposes and usage methods, without
taking into account the conversion of asset purposes or the conditions for their best
utilization.

(N= ~?n?§| s mot1 ns

1) This appraisal assumes that no unforeseeable major adverse changes will occur
in the external economic environment, such as the current relevant national laws,
macroeconomics, and financial and industrial policies, after the valuation date, and
there will be no major impacts caused by other force majeure and unforeseeable
factors.

2) This appraisal does not take into account the impacts on the appraisal conclusion
that may be caused by the mortgages and guarantees that the appraised entity and its
assets may bear in the future, as well as the additional prices that may be paid due
to special transaction methods.
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4)

5)

6)

7

8)

It is assumed that after the valuation date, the cash inflow of the appraised entity is
uniform, and the cash outflow is also uniform.

It is assumed that the appraised entity can raise the required funds according to its
operation needs, and the operation of the enterprise will not be affected by financing
issues.

The Certificate of High & New Technological Enterprise(( J U O 0O 0O 0O 0O 0O 0 of
the appraised entity was obtained on 19 November 2024, with a validity period of
three years. It is assumed that no major changes will occur in the current laws and
regulations related to the recognition of high-tech enterprises in the future. After
analyzing the indicators such as the composition type of the enterprise’s current
main business, the composition of R&D personnel, and the proportion of future
R&D investment in main business income, the appraisers, based on reasonable
inferences about the future, assume that the appraised entity will have the conditions
to continuously obtain the recognition of high-tech enterprises in the future and can
continuously enjoy the preferential income tax policies.

According to the Announcement of the Ministry of Finance and the State Taxation
Administration on the Additional Value-Added Tax Credit Policy for Advanced
Manufacturing Enterprises ( D 000000000 0O0OOOOOOOO0O0O
00000000 (Announcement No. 43 [2023] of the Ministry of Finance and
the State Taxation Administration), the appraised entity is entitled to the additional
VAT credit policy for advanced manufacturing enterprises. It is permitted to credit
an additional 5% of the current deductible input VAT against the output VAT
payable from 1 January 2023, to 31 December 2027. It is assumed in this appraisal
that the aforementioned policy will not be extended after its expiration in 2027,
and the additional VAT input tax credit will no longer be projected in other income
from 2028 onwards.

The current production and operation site of the appraised entity is half of the
construction area (the southern half) of the 7# bonded warehouse in Phase II of
Yancheng Comprehensive Bonded Zone. The current production and operation
site of its wholly-owned subsidiary is the north side of the 1st floor, part of the
3rd floor, and part of the 4th floor of the No. 4 plant in the Acceleration Base of
Changnan New Area, Jingdezhen. Both sites are obtained through paid lease. This
appraisal assumes that, after the expiration of the lease contracts, both the appraised
entity and its wholly-owned subsidiary can renew the leases in accordance with the
agreed terms of the lease contracts to continue using the sites, or obtain operation
sites with similar conditions and scales at the market rent level by then.

() g’ﬁl s nmpt1 nsé rth 2 g‘nk% pp,rfl h

D

2)

It is assumed that the relevant financial data of comparable enterprises are true and
reliable;

All transactions are assumed to be fair transactions conducted in an open, equal, and
voluntary manner except for special explanations;
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3) The asset appraisal professionals only select comparison dimensions and indicators
based on the publicly disclosed information related to comparable transactions,
and do not consider the impacts of other non-public matters on the value of the
appraised entity;

4)  The possible impacts of special transaction methods on the appraisal conclusion are
not considered.

The appraisal conclusion of this asset appraisal report is valid as of the valuation date
under the above assumptions. When the above assumptions change significantly, the signing
asset valuers and this appraisal institution shall not be liable for the different appraisal
conclusions derived as a result of such changes.

b
v Ig Ly Ny N

In accordance with the relevant provisions of the state on asset appraisal, we have implemented
the necessary appraisal procedures based on the principles of independence, impartiality, and
objectivity. Under the appraisal purpose, appraisal assumptions, and restrictive conditions described
in this report, we have obtained the appraisal conclusion of the market value of all shareholders’
equity of the appraised entity as of the valuation date.

(v sl ppf S Pedus
1 pp,f,lglrfl"’f%ﬂ?rﬁ{m m? pp,rﬁh

The income approach is adopted to appraise the value of all shareholders’ equity of
the enterprise, and the appraisal result as of the valuation date is as follows:

The book value of the owner’s equity (net assets) of the appraised entity on a
consolidated basis is RMB163,625,300, the appraisal value is RMB629,000,000, and the
appraisal appreciation is RMB465,374,700, with an appreciation rate of 284.41%.

2. pp,f,zf lyf Walpdergh ¢ g‘dﬂ por b

The market approach is adopted to appraise the value of all shareholders’ equity of
the enterprise, and the appraisal result as of the valuation date is as follows:

The book value of the owner’s equity (net assets) of the appraised entity on a

consolidated basis is RMB163,625,300, the appraisal value is RMB665,000,000, and the
appraisal appreciation is RMB501,374,700, with an appreciation rate of 306.42%.
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The value of all shareholders’ equity obtained by the income approach in this
appraisal is RMB629,000,000, which is RMB36,000,000 lower than the value of all
shareholders’ equity of RMB665,000,000 calculated by the market approach.

The main reason for the difference in the appraisal results of different appraisal
methods is that various appraisal methods consider the asset value from different
perspectives. The income approach takes it into account from the perspective of the
enterprise’s future comprehensive profitability; the market approach calculates it from
the perspective of current market comparable prices, which leads to the difference in the
appraisal results of various appraisal methods.

2, fl’tl,n i pp ﬁ,lf". ns n

When multiple appraisal methods are adopted for the same appraisal object, the
appraisal conclusion shall be formed in a qualitative or quantitative way by combining
the appraisal purpose and the quality and quantity of data used in different appraisal
methods according to the Asset Appraisal Practice Standards — Business Value.

The market approach appraises the value of the appraisal object by using the
reference objects in the capital market. Due to the large fluctuations in the capital market,
there are many factors affecting the capital market price, and each company has different
business structure