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Dear Shareholders,

While the last 12 months has presented its fair share of challenges, | can happily speak for everyone at
MTL in saying that we almiilding towards something special.

In 2021, the Chinese liguor market will reach 643.4 billion yuan, agregear increase of 10.2%. Digital
technologysystemempowers the liquor industry and helps companiesicrease efficiency. The scale
of China'snew alcohol retail market will reach 136.31 billion yuan in 2021. It is expected that the
development of China's liquor industry will be stable in the future, and there is still a lot of room for
revenue and profit, which will reach 950 billion yuan in 202

MTLSs cave stored.iquor is located in the geometric center of China's Golden Triangle original wine
production area formed by Maotai Town, Yibin City and LuzBitu It has unique regional advantages

for the production, storage and brand establishment of ligidm.Lhas taken some major steps towards

in Joint venture with Shihaongtian liquor this year, waot onlyhave successful launch few new

brands togethe, we have also expand our industrial to tourism and age care to support local economic
grow.

Our MTLTeam is very experienced in marketing and business development, have worked closely with
distributors around all state Chinaandhasslowly switch theaarget market from older generation to
millenniak, especially young women. The statistic has showing that 50% of the increase sales revenue
are generated bynillennialgeneration Also,we continue to make progress with the baijiu market in
Internationalmarketeven it has slow down during Covid, g believeour cave wine has great market
potential inwestern world as in China.

In closing, | acknowledge the hard work and commitment of my fellow board members, senior
management and our entire team of employees both locally and overseas along with the ongoing
support of our shareholders.

Cao Qi

Executive Director
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Review ofOperations

Shihaidongtian baijiu liquor partnership

Over the last year, the team at MTL have been putting together the many building blocks required to

achieve our vision of being a key global player in the Chicesebaijiu. We continue to be exciteby

the progress being made marketing the brand globallyn 2021, Shihai dongtian has achieved liquor

sales at 100m RMB, which is a great success for the compistipg of MTL on First Nations Stock

Exchangéas helped our market position in thedustriab a ¢ [ Qa4 a Kl NB LINROS Kl a 068
after listing.

Baijiuis themost popular drinkn Chinais perennially high in demand and is making its way to popular
bars in first world countries such as United States of America and CanadaaijiinenBrket is expected

to grow with a healthy compound annual growth rate of 6.9% during the forecast period ofZ028
According to the latest data released by CADA, the China Alcoholic Drinks Association, baijiu sales
accounted for 70% of alcoholizinks industry revenue in 202far ahead of beer, grape wine and
others The worldwide Market for Baijiu is valued at 89350 million USD in 2020 is expected to reach
110910 million USD by the end of 2026.

Baijiu Market
@ D ATA Global Outlook

Fig XX: Global Baijiu Market Size, Forecast and Y-o-Y Growth, 2018-2028
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Shihai dongtiamaijiuis one of the most importarmpartners of MTLGroup.Shihai dongtian has
completed brewing system using the traditional Chinese methadd size of the brewer 540 acresit
could achievennualproductionof original wineyeast10,000 tonswhich fillng capacityo baijiuis

more than 20,000 tonsThe $orage areds 1000 square meterscurrent storage of original wine yeast in
table below:

% aICOhC(),IAIICB:\%/ volume unit Amount
53%sauce aroma yeast litre 97,786.00
53%sauce aroma yeast litre 594.50
53%sauce aroma yeast litre 19,000.00
60% strong aroma yeast litre 3,707.50
60% strong aroma yeast litre 76,500.00
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53%sauce aroma yeast litre 9,460.00
60% strong aroma yeast litre 121,658.50

Baijiu Market Outlodk

Baijiu is undoubtedly the most common Chinese beverage and is a staple in Chinese events like
weddings, birthdays, and festivals. The drink has been prevalent in China since 2nd century BC and holds
a significant place in the ancie@Ghinese culture. During the Lunar New Year, Baijiu sales experience a
significant boost as the drink in consumed in every nook and corner of the country. One of the most
primary challenges faced by the market of this Chinese alcoholic beverage is #tdimiit the APAC

region. Though alcoholic beverages like vodka and whiskey are quite common, the name of Baijiu is still
to be heard in the global market. This is set to change with the Chinese diaspora introducing the
beverage in the international markend working on the popularization of this drink.

Overallexport of baijiu trend in thénternationalmarket is growing. One of the positive trends is the
increasing export of baijiu to the US and European countries. The increasing demand for baijiu$ the
has led to the opening dfarsoffering only baijiu drinks in the US.

Some of the key players in the Baijiu market are Kweichow Moutai Group, Wuliangye, Yanghe Brewery,
Daohuaxiang, Luzhou Laojiao, Langjiu Group, Gujing Group, Shunxin Holdingse\WwebarQln, and
Baiyunbian Group.

Baijiu Market Size With COVAIO Impact

The COVIR9 pandemic has had a huge impact on the global economy. With the virus spreading across
188 countries, a number of businesses were shut down and many people lost theiil jabvirus

mostly affected small businesses, but large corporations felt the impact as well. Sudden outbreak of the
COVIEL9 pandemic had led to the implementation of stringent lockdown regulations across several
nations resulting in disruptions ghistribution activities ofShihai dongtian

COVIBL9 hasaffect the global economy in three main ways: by directly affecting production and
demand, by creating supply chain and market disruption, and by its financial impact on firms and
financial markets.

Shhai dongtian Products

Shihaidongtian liquor is one of the cave stored wine, it is stored in the natural cave in Xingwen County,
Yibin, SichuarThe temperature in the cave isP2°C and the humidity is 882% throughout the year.

The temperature and humidity remain constant throughout the year. The microclimate features of
"warm in winter and cool in summer" and a small temperature differenceigemfavorable conditions

for the aging of liquor, taking into account the speed of aging and the stability of qualitgohbpt
temperature and humidity in the cave, and the rich variety of microorganisms in the air have a unique
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effect on the preservabn of the original wine and the acquired aging and aroma. The wine stored in the
cave for one year is equivalent to the taste of natural storage for three yeave storagenot only
accelerates the aging speed of wine, but also accelerates the vathe wine.

Shihaidongtianbaijiuis sealed and preserved with the pottery altar as the carrier. The unique tiny pores
of the pottery altar can make the wine interact with the environment well. The pottery jar is covered
with thick wine bacteriawhich promotes the esterification and condensation of the trace components

in the wine body again, the wine taste becomes more mellow, and the taste and aroma are more
elegant and long.

Currently Shihai dongtian has 5 serials of products, includergitserials,Cave serials, Rock serials,
Mountain serials and Cave collection seridlsey aregenerally between 40 angi3% alcohollic by
volume (ABV)
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By end 0021 we have laun@d new collection kaijiu to the market and the
market responsdias beemphenomenonis calledXi jiu, happiness

Marketing

One driver in the market is increasing millennial population in China. The growing millennial population
in China is one of the major drivers of the baijiu market in this countryniheber of consumers above

the age of 18 years is increasing, forming a considerable consumer segment. The growing purchasing
power of Chinese millennial population is expected to play a greater role in the growth of the baijiu
market during the forecast pid. According to the World Bank data, millennials account for more than
30% of the total Chinese population, which is expected to influence the growth of the market during the
forecast period.

MTLhasincreased investment in marketing and promotion taghout the year, placed advertisements
on Baidu, Tencent and other media, to help thereasebrandQ gopularity,and mainly targeting
millennial market thought social media netwollyild astrongdomesticallyinfluential and brand value
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Award and Recognitions

November 2021MTLhas enteredhe 2021 InternationalSpirits )

Grand Challengm China Shandongith our products from \‘
ShihaidongtianThe competition has categorized winesirong

spirits, whisky, dry red, dry white, rose, Chingstiow wine, brandy, |SGC 2021

sparkling, special grapes wines, total 815 wine samplesf the ERELY § LR

Professionaine judges hablind tested each of the wines and
scored each ahem.{ KA K| A R BrahdTopiofMoudgainrange
has wonGrand gold award. This is theggh achievement in Chinese
baijiu industrial The participation of Top of the Mountain" in the
selection is a real test of the qualjtye has stored this range in the
cave as collection range, we belighe award is well deservedlso
our "Rhyme of tle Cave'serial hasvon the Silver Award for its
excellent packaging design

Sales andigital System

At present, the sales of Shildangtiari Liquor are mainly through offline packages and | Love Wi
year we also has launched wine white labekegvicefor other companies includé#/udian Company,
Zhongging Yunchuang, Sanliu Jiufang, TianxiaqiT kecsmallest batch for customizatistiarts at 1000
bottles, it has significantly increased alcohol salesolumeandhelp brand increasgawareness
among the industrial.

With our higherquality unique cave baijiu productnd thecompetitionpricearrange we havecreated
a veryhigh demand wine communitybales and management tedmat ther bestto providetraining to
the local distributors an#teepset up new office in different regionk is a very important all theffice
at different regions is updated witall the information angroductsto service our communitylThat will
provide convenience to all of our membeTmheseregionalcooperativestructureshave brought
considerable sales performance MTL

Within the company, wéave alsduilt a internalshare and points monitosystem Through the
system memberscan inquire about theshares andshopping pointcreatedin online shopsNot only
the currentsharesand points you have already obtained, but also steresand you will obtain in the
future will be updated aftesmart learning system study your shopping behaviors.

In the followup, the group will launch a series of equity redemption placsording to secondary
market performanceOn the platform of the eqity system according to the development situation and
the participation of capitallt mirrors the stock market, rce there is fundraisinigappeningn futurein

the group we willcashreward youaccording to the amoumnf shares your holding in the exchage.

At the same time, we have also prepared some interesting functmmsommunity membersuch as
mysteryboxgifting. For distributor, the system hagn in, monitor anelectronic business cards
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functions We hope that the launch of these funct®will help facilitate business development for
distributors

Tourism and age care millstone

Taking into account the local liquor cultureXiiwen county in Yibin City Slchyaranagement team of
MTLdecided to expand the liquor projett tourism and gecare.Combined with the local liquor
culture, history andit nature advantags including landscape with natural scenemgfure caw, it is the
best place for a high end tourism and agecare spot.

The concept of this project is living in thature. Thetotal land sizeis 262 hectares potential
development land size is 146.8hectares, land in
commercial development is 38.2hectares, tourism
development 38.2 hectares, tourism use is included eve
center, hotel, cultural center, hot spring rasowine
street. The company has successively reviewstth local
guality of landscape resourcegpartment made plans
for the creation of scenic spots, and reached a conseng
with the government This project will be a significant
contributionto the local tourism and local families.

Company asset list

Fixed Asset Equipment List
Valuation Date: 31 Dec 2021
Company is being valued: BaidongTian Liquor Currenc| RMB
Co. y
Num | Equipment | Equipment Spec and | Unit | Qua | Purcha| Value | Note
ber | Number Name Model ntity | se |
Date
1 0300001 | Strongbox 1 2015/4
/1 922.00
2 0300002 | Tax control Set |1 2014/5
system /1 3,329.9
1
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3 0300003 C500 scanner 2014/5
11 3,247.8
6
4 0300005 | Commercial Tianyi 2018/5
desktop office | 510S 117 9,218.9
Lenovo 6
computer
5 0300006 Ultra thin Xiaoxin 2018/5
Lenovo laptop | Airl22 in. /18 3,098.2
computer 8
6 0300007 Needle printer | Jolimark 2018/7
FR620K 126 783.62
7 0300008 | Needle printer | Jolimark 2018/7
FR620K /31 783.62
8 0300009 | Electronic AMDX850 2018/8
computer: quad /19 6,724.1
desktop core/4G 4
computer memory/
1000G
hard
disk/21.5
inch LCD
9 0300010 | Commercial Lenovo 2018/8
desktop office | Tianyi 120 10,686.
Lenovo 510S 18
computer
10 0300011 Commercial Lenovo 2018/8
desktop office | Tianyi 120 2,662.9
Lenovo 510S 3
computer
11 0300012 | Financial Deli 2018/8
voucher 3877# 120 774.99
binding
machine
12 0300013 | Epson printer | L380 2018/8
/1 1,400.0
0
13 0300014 Commercial Lenovo 2018/8
desktop office | Tianyi /10 5,336.2
Lenovo 510s 1
computer
14 0300015 | HP multi M1136 2018/9
function 3in-1 /30 930.17

printer
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15 0300017 Lenovo - 1 2014/6
computer /1 1,677.3
5
16 0300018 EPSONL4158 | EPSONL4 1 2019/1
printer 158 /1 1,436.8
9
17 0500001 Battery cabinet| - 1 2013/7
USB /1 16,529.
91
18 0500002 Diesel - 1 2014/3
generator /1 16,030.
00
19 0500004 1000 L pottery | 1000 L 105 | 2016/1
jar 2/1 122,85
0.00
20 0500005 50 Lpottery jar | 50 L 141 | 2016/1
2/1 22,560.
00
21 0500006 | Wood Office Set |1 2018/8
products: office| tables /19 24,748.
furniture and 28
chairs,
conferenc
e tables
and
chairs,
and sofa
22 0500007 | Aux air 1.5P/4, 9 2018/8
conditioner 2P/2, /19 42.166.
3P/3 02
23 0500008 Konka 551 L 1 2018/8
refrigerator /19 3,882.5
2
24 0500009 European and | - 1 2018/8
American /1 2,776.7
sunshine range 0
hood
25 0500010 Fulio solar 20 tubes 1 2018/8
/19 3,291.2
6
26 0500011 Midea drum 7 kg 1 2018/8
washing /19 2,425.2
machine 4
27 0500012 Furniture: For six Set |1 2018/8
office desks persons /1 4,800.0
and chairs 0
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28 0500013 | Tourist ship - 8 2018/9
125 115,94
8.28
29 0500014 | Aux air 1.5P 3 2018/9
conditioning /30 7,861.1
7
30 0500015 Furniture: bunk| -- 8 2018/1
bed 0/1 4,310.3
4
31 0500016 | Wood - Set |1 2018/1
products: office 0/1 2,595.6
sofa 9
32 0500017 Display cabinet| - 40 2018/1
0/1 45,436.
89
33 0500018 Bed: wardrobe | - Set |2 2018/1
2/18 10,500.
00
34 0500019 Oak round 15m Set |1 2018/1
dining table 2/18 3,500.0
and chairs (10 0
chairs)
35 0500020 | Tiered liquor Wooden | Set |1 2019/7
display furniture 123 18,640.
78
36 0500021 Wooden Front Set |1 2019/1
desk/conferenc| desk/conf 1/30 11,418.
e table erence 00
table/des
k/table
for
two/clerk
table
37 0500022 Office chair Bar Set |1 2019/1
chair/two 1/30 10,875.
office 00
chairs/big
chair/dol
phin
chair/net
chair
38 0500023 | Three person | Kadeem | Set |1 2019/1
sofa/tea table 1/30 2,684.0
0
39 0500024 | Plastic tray 1210 Set | 200 |2020/1
/16 23,893.

80
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40 0500025 | Teatable+6 |- Set |1 2020/1
chairs /31 10,500.
00
41 0500026 | 500L pottery 500 L 1906 | 2016/1
jar 2/1 1,829,7
60.00
42 0600001 Animal lantern | 33 kinds | Batc | 1 2018/8
of h /14 150,48
animals 5.44
43 0600002 | Streetlamp on | 200 x 200 156 | 2018/9
the Karst cave | x 800 mm 125 75,728.
railings 16
44 0600003 | Stage - Set |1 2018/1
equipment 1/22 157,00
(display * 5.83
sound
equipment *
stage)
45 0600004 Projector ONS7130 1 2020/1
/31 2,371.6
8
Total
2,798,5

88.10
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Financial Report

SICHUAN GUOZHOU CERTIFIED PUBLIC ACCOUNTANTS CO., LTD

Audit Report

C.G.Z.K.8.Z.(2022) No. 066

Xingwen Shihai Dongtian Liquor Co., Ltd.:

We have audited the financial statements of Xingwen Shihai Dongtian Liquor Co., Ltd.
(hereinafter referred to as your company), including the balance sheet as of December 31,
2021, the income statement, the cash flow statement; the owner's equity statement and the
related notes to the financial statements ir;.202 1 ;' |

1. Audit opinion

In our opinion, the appended financial statements have been prepared in accordance
with the requirements of the Accounting Standards for Business Enterprises in all material
respects and fairly present the financial position of the Company as at December 31, 2021
and the results of operations, cash flows and changes in owner's equity for the year 2021.

2. Formation of the basis for the audit opinion

We performed our audit in accordance with the provisions of the China Certified Public
Accountant Auditing Standards. Our responsibilities under these standards are further
elaborated in the section "Responsibilities of Certified Public Accountant for the audit of
financial statements" of the audit report. In accordance with the China Certified Public
Accountant Code of Professional Ethics, we are independent of your company and have
fulfilled other responsibilities in terms of professional ethics. We believe that the audit
evidence we have obtained is sufficient and appropriate and provides a basis for expressing

an audit opinion.
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3. Management and governance responsibilities for financial statements

The management of your company is responsible for preparing financial statements in
accordance with the requirements of the Accounting Standards for Business Enterprises to
achieve a fair presentation, and designing, implementing and maintaining necessary internal
controls so that the financial statements are free from material misstatements caused by fraud
or error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going coneern, fiisplosing matters relating to the going
concern, where applicable, and applying the‘\.goin/g\ concern assumption, ‘unless management
plans to liquidate the Company, terminate operations: o;' héé no o:thér réalistic option.

The governance layer is responsible for overseeing your company's financial reporting
process.

4. Certified Public Accountant's Responsibility for Auditing Financial Statements

Our goal is to obtain reasonable assurance as to whether the financial statements as a
whole are free of material misstatement due to fraud or error, and to issue an audit report
containing an audit opinion. Reasonable assurance is a high level of assurance, but it does not
guarantee that an audit performed in accordance with auditing standards will always be able
to detect a material misstatement when it exists. Misstatements may be caused by fraud or
error. If a reasonable expectation misstatement alone or in aggregate may affect the economic
decisions made by users of financial statements based on financial statements, it is usually
considered to be significant.

We use professional judgment and maintain professional suspicion in carrying out our

audits in accordance with our auditing standards. At the same time, we also carry out the
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3. Management and governance responsibilities for financial statements

The management of your company is responsible for preparing financial statements in
accordance with the requirements of the Accounting Standards for Business Enterprises to
achieve a fair presentation, and designing, implementing and maintaining necessary internal
controls so that the financial statements are free from material misstatements caused by fraud
or error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, .c.i‘i‘syclo‘sing matters relating to the going
concern, where applicable, and applying the‘\_goin/g concern ﬁassumpt‘ion,;unless management
plans to liquidate the Company, terminate operations: o; héé no otﬁ¢f réalistic option.

The governance layer is responsible for overseeing your company's financial reporting
process.

4. Certified Public Accountant's Responsibility for Auditing Financial Statements

Our goal is to obtain reasonable assurance as to whether the financial statements as a
whole are free of material misstatement due to fraud or error, and to issue an audit report
containing an audit opinion. Reasonable assurance is a high level of assurance, but it does not
guarantee that an audit performed in accordance with auditing standards will always be able
to detect a material misstatement when it exists. Misstatements may be caused by fraud or
error. If a reasonable expectation misstatement alone or in aggregate may affect the economic
decisions made by users of financial statements based on financial statements, it is usually
considered to be significant.

We use professional judgment and maintain professional suspicion in carrying out our

audits in accordance with our auditing standards. At the same time, we also carry out the
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following tasks:

(1) Identify and assess the risks of material misstatement of financial statements caused
by fraud or error, design and implement audit procedures to deal with these risks, and obtain
sufficient and appropriate audit evidence as the basis for issuing audit opinions. Because
fraud may involve collusion, forgery, intentional omission, false statement or overriding
internal control, the risk of failing to detect material misstatement caused by fraud is higher
than the risk of failing to detect material misstatement caused by error.

(2) Understand the internal controls related to audit in_order to design appropriate audit
procedures, but the purpose is not to expres$ opiﬁions on t’hé effecti\/eﬁéss of internal controls.

(3) Evaluate the appropriateness of mahage@eﬁt's selectriA(:)‘;n,of 'a/ccounting policies and
the rationality of making accounting estimates and related disclosureé.

(4) Draw a conclusion on the appropriateness of management's use of the going concern
assumption. At the same time, based on the obtained audit evidence, to draw a conclusion on
whether there is significant uncertainty in matters or circumstances that may lead to material
doubts about your company's ability to continue as a going concern. If we conclude that there
is significant uncertainty, the auditing standards require us to draw the attention of statement
users to relevant disclosures in the financial statements in our audit reports; if the disclosures
are inadequate, we should express a non-unqualified opinion. Our conclusion is based on the
information available as of the audit reporting date. However, future matters or circumstances

may lead to your company not being able to continue as a going concern.

(5) Evaluate the overall presentation, structure and content (including disclosure) of the
financial statements, and evaluate whether the financial statements fairly reflect relevant
transactions and events.

We communicate with governance on the planned audit scope, timing and significant
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audit findings, including internal control deficiencies of concern that we identified during our
audit.

Attached:

1. Balance Sheet of Xingwen Shihai Dongtian Liquor Co., Ltd. as of December 31,
2021

2. Income Statement of Xingwen Shihai Dongtian Liquor Co., Ltd. in 2021

3. Cash Flow Statement of Xingwen Shihai Dongtian Liquor Co., Ltd. in 2021

4. Changes in Owner's Equity of Xingwen Shihai Dongtian Liquor Co., Ltd. in 2021

5. Notes to the Financial Statements of Xingwen Shihai Dongtian Liquor Co., Ltd. in
2021

6. Copy of "Practice Certificate" of Sichuan Guozhou Certified Public Accountants Co.,
Ltd

7. Copy of "

W?ﬁ: of Sichuan Guozhou Certified Public Accountants Co.,

Ltd
ant

Sichuan G %u Certifi @ ic Accountants Co., Ltd., China Certified Public

Accountant:

d;m iy % Wi
RYA

/J J_A
510501651726

E —
| 0 ]
TE

February 24, 2002 51130 2472327 E‘

Sichuan China, China Certified Public Accountant:
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Balance Sheet

Table 01
Compilation unit: Xingwen Shihai Dongtian Liquor Co., Ltd 2021/12/31 Currency: Yuan
Item Item
Capital, production Opening balance Liabilities and owner’s equity Opening balance Closing balance
Current assets: Current liabilities:
Monetary funds 1,196,472.38 278.905.37|Short-term borrowing
Transactional financial assets ‘Transactional financial liabilities
Derivative ial assets Derivative fi ial liabilitics
Notes receivable Notes payable
Accounts receivable 14,498.053.76 17,710,920.72 [Accounts payable 29,027,241.63 28,395.808.02
Advance payment 4.833,364.93 2,104,466.10 | Accounts received in advance 107,309,941.18 104,813.175.10
Interest receivable Salary payable to employees 39,369.59 41,179.50
Dividends receivable Taxes payable -3,789,272.07 -3,158,715.47
Other receivables 102,262,378.20 103.,852.808.06 |Interest payable
Inventory 65,892,325.78 64,110,542.16 | Dividends payable
Assets held for sale Other accounts payable 7.831,685.96 7,817,378.76,
Non-current assets due within one year Liabilities held for sale
Other current assets Non-current liabilities due within one year
Total current assets 188.682,595.05 188,057.642.41 |Other current liabilities
Non-current assets: Total current liabilities 140,418,966.29 137.908.825.91
Available-for-sale fi ial asscts Non-current liabilities:
Hold-to-maturity investment Long-term borrowing
Long-term receivables Bonds payable
Long-term equity investment {Ofwhich: prefe i sharing
Investment real estate § Perp;:lﬁél ‘debt A o |
Fixed assets 10,248,069.46 8,866,759.46 |Long-term p bl 4 =
Construction in progress 1.213,592.60 1,213,592.60. Specialvn_aiﬂb/lcs' :
Engineering materials Projected liabjlitics
Fixed assets liquidation l)cfcrred incolmé ¥ S =
Productive biological assets Deferred incoms (RTIBifies
Oil and gas assets Other non-current liabilities
1 ible assets Total non-current liabilities 2 2
Develop expenditure Total liabiliti 140,418,966.29 137,908,825.91
Goodwill Owners' equity (or shareholders' equity):
Long-term d costs 1,895,607.11 1,449,630.23 |Paid-in capital (or equity) 60,000,000.00] 60,000,000.00)
Deferred income tax assets Other equity instruments
Other non-current asscts Of which: preference sharing
Total non-current assets 13.357.269.17 11,529,982.29 [Perpetual debt
Capital reserve
Less: Inventory stock
Other comprehensive income
Surplus reserve 162,089.79 164,727.80
Undistributed profits 1,458.808.14 1,514,070.99
Total owner's equity (or shareholders' e 61,620,897.93 61,678,798.79
Total assets 202,039.864.22 199.587,624.70 | Total liabilities and owner's equity 202,039,864.22 199,587,624.70

Unit in charge:

Financial person in charge:

Prepared by:
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Income Statement
2021 Table 02
Compilation unit: Xingwen Shihai Dongtian Liquor Co., Ltd Currency: Yuan
Item Cumulative for the year

1. Operating income

8.710,104.57

Less: operating costs

5,866,442.12

4. Net profit (loss marked "-") 3 4/

Taxes and surcharges 2,958.20

Sales expenses 698,777.37

Management fee 2,168,525.26

Finance costs 7,938.63

Impairment loss on assets 2,000.00

Add: gain on changes in fair value (loss marked "-")

Return on investment (loss marked "-")

Gains from disposal of assets (loss marked "-")

Other income

2. Operating profit (loss marked "-") -36,537.01

Add: non-operating income 80,000.00

Less: non-operating expenses 8,289.50

3. Total profit (loss is marked "-") 35,173.49

Less: Income tax expenses 8,793.37
26,380.12

(1) Net profit from continuing operations (losses are listed with the'number "-"

(2) Net profit from terminated operations (losses are listed with the number "-")

5. Net after-tax of other comprehensive income A 43 A 5

(1) Other comprehensive income that cannot be reclassified into proﬁt‘or loss in the futtire "

1. Remeasurement of changes in net liabilities or net assets of the defined income plan

2. The share of the invested unit under the equity method that cannot be reclassified into other comprehensive income

(2) Other comprehensive income that will be reclassified into profit or loss in the future

1. The share of other comprehensive income under the equity method that the invested unit will be reclassified into profit or loss

2. Gains and losses on changes in fair value of available-for-sale financial assets

3. Reclassification of held-to-maturity investments to profit or loss on available-for-sale financial assets

4. Effective portion of cash flow hedging gains and losses

5. Differences in translation of foreign currency financial statements

6. Total comprehensive income

26,380.12

7. Earnings per share

(1) Basic earnings per share

(Ii) Diluted earnings per share

The person in charge of the unit: the person in charge of finance:

Prepared by:
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Notes to the Financial Statements of Xingwen Shihai Dongtian Liquor Co., Ltd. in 2021

Xingwen Shihai Dongtian Liquor Co., Ltd
Notes to Financial Statements

January 01, 2021 - December 31, 2021

1. Basic information about the company

Xingwen Shihai Dongtian Liquor Co., Ltd. (hereinafter referred to as "the company" or "the
company"), established on July 17, 2013, unified social credit code is: 91511528073958420K;
registered capital: 60 million RMB; domicile: Silong Village, Daba Miao Township, Xingwen
County ; legal representative: Cui Sainan; company type: other limited liability companies;

Scope of business: selling liquor; domestic tourism; buSin’ééS se’rvicgs; warehousing services;
retail of ceramics and glassware; retail of woodl"‘deco/rative \mat‘erials; p;roduction and sales of
paper products; fruit planting and sales; agriculturél : plahtiﬁg; ﬁicking, sightseeing and
agricultural experience activities. (Projects subject to approval according to law can only be
operated after approval by relevant departments)

2. Basis for the preparation of financial statements

On the basis of going concern, financial statements are prepared on the basis of actual
transactions and events, confirmation and measurement in accordance with the provisions of the
Accounting Standards for Enterprises-Basic Standards and other accounting standards.

3. Statement of compliance with accounting standards for enterprises

The financial statements prepared by the company comply with the requirements of the
accounting standards for enterprises and truly and completely reflect the company's financial
status, operating results, cash flow and other relevant information.

4. Statement of significant accounting policies and accounting estimates

(1) Fiscal year

The fiscal year starts on January 1 and ends on December 31 of the Gregorian calendar.

(2) Standard currency for accounting

RMB is used as the standard currency for accounting.

(3) Accounting basis and valuation principles

Accounting is based on accrual basis.

The Company generally adopts historical cost when measuring accounting statement items.
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If the determined amount of accounting elements can be obtained and measured reliably,
replacement cost, net realizable value, present value and fair value are used for individual
accounting elements.

(4) Accounting methods and conversion methods for foreign currency business

Economic transactions involving foreign currencies during the fiscal year shall be converted
into RMB at the spot exchange rate at the time of business occurrence. At the end of the period,
the balance of foreign currency accounts shall be adjusted according to the exchange rate on the
balance sheet date, and foreign currency non-monetary items measured at fair value shall be
converted into RMB at the spot exchange rate on the fair value determination date for adjustment.
For exchange differences arising from the difference ‘bétween the spot exchange rate on the
balance sheet date and the spot exchange rate on the initial recognition or the previous balance
sheet date, the capitalized amount related to the ‘purchase and construction’of fixed assets shall be
recognized according to the borrowing cost criterion, and.other exehange gains and losses shall
be included in the current profits and losses.

(5) Criteria for determining cash equivalents

In preparing the statement of cash flows, investments that are held for a short period of time
(expiring within three months from the date of purchase), are highly liquid, can be easily
converted into known amounts of cash, and have little risk of value changes are recognized as
cash equivalents.

(6) Inventory

1. Category of inventory

The company's inventory is divided into inventory goods and low-value consumables.

2. Measurement of inventory

The initial measurement of inventory is based on the actual cost at the time of acquisition.
The issued inventory is valued according to the weighted average method. The amortization of
low-value consumables and packaging materials adopts the one-time amortization method.

3. Inventory accounting system

The perpetual inventory system is adopted for the accounting of inventory.

4. Reserve for inventory depreciation

A provision for depreciation is accrued at the lower of its cost and net realizable value after

135
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a comprehensive inventory of inventory is carried out on the balance sheet date.

The net realizable value of the inventory of commodities directly used for sale, such as
finished products, commodities and materials used for sale, is determined by the estimated
selling price of the inventory minus the estimated sales expenses and related taxes and fees in the
normal production and operation process; The inventory of materials that need to be processed is
determined by the estimated selling price of the finished products produced minus the estimated
costs to be incurred until completion, the estimated sales expenses and related taxes and fees in
the normal production and operation process. The net realizable value; The net realizable value
of the inventory held for the execution of the sales contract or labor service contract is calculated
on the basis of the contract price. If the quantity of the inventory held is more than the quantity
ordered in the sales contract, the net realizable value of the excess inventory is calculated on the
basis of the general sales price. | H

The provision for inventory depreciation éhall be/made-according to a single inventory item
at the end of the period. However, for inventories ‘with large quantities and low unit prices,
provision for inventory depreciation shall be made according to inventory categories. Inventories
that are related to product series produced and sold in the same region, have the same or similar
end use or purpose, and are difficult to measure separately from other items shall be provided
together.

If the influencing factors of the previous write-down of inventory value have disappeared,
the write-down amount shall be restored and reversed within the originally accrued reserve
amount for inventory depreciation, and the reversed amount shall be included in the current
profits and losses.

(7) Fixed assets

1. Standard for fixed assets: refers to tangible assets held for the production of commodities,
the provision of labor services, leasing or operation and management, with a service life of more
than one year and a high unit value.

A fixed assets are recognized when the following conditions are met at the same time: the
economic benefits related to the fixed asset are likely to flow into the enterprise; the cost of the
fixed asset can be reliably measured.

2. The initial measurement of fixed assets shall be based on the actual cost at the time of

|%%)
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acquisition. Specifically:

(1) The cost of the purchased fixed assets, including the purchase price, relevant taxes and
fees, transportation fees, loading and unloading fees, installation fees and professional service
fees attributable to the fixed assets before they reach the scheduled usable state;

(2) The cost of self-construction of fixed assets consists of the necessary expenses incurred
before the construction of the assets reaches the predetermined usable state;

(3) The cost of investment in fixed assets by investors shall be determined according to the
value agreed in the investment contract or agreement;

(4) The cost of acquiring fixed assets by other means shall be determined according to the
provisions of relevant standards.

3. The accrual of depreciation adopts the average life method.

For fixed assets leased by financial leasing, if it ca}n'be‘ réasonably determined that the
ownership of the leased assets will be obtained at the expiration of the lease term, depreciation
shall be accrued within the useful life of the leased assets; if it is-impossible to reasonably
determine that the ownership of the leased assets can be obtained at the expiration of the lease
term, depreciation shall be accrued within the shorter period between the lease term and the
useful life of the leased assets.

4. Subsequent expenditures related to fixed assets shall be included in the carrying value of
the fixed assets if the economic benefits that may flow into the enterprise exceed the original
estimate, and the increased amount shall not exceed the recoverable amount of the fixed assets.
Subsequent expenditures other than this shall be recognized as current expenses.

5. On the balance sheet date, the fixed assets are checked item by item. If the recoverable
amount is lower than the carrying value due to the continuous decline in market price, or due to
obsolete technology, physical damage, long-term idleness and other reasons, the difference
between the recoverable amount and the carrying value shall be taken as the asset impairment
loss and included in the current profit and loss, and the provision for impairment of fixed assets
shall be accrued at the same time. The provision for impairment shall be accrued as a single asset.
Once the provision for impairment of fixed assets is accrued, it shall not be reversed in
subsequent accounting periods. The depreciation of impaired fixed assets is adjusted accordingly

in future periods so that the adjusted carrying value of the fixed assets (net of estimated residual

4
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value) is systematically apportioned over the remaining useful life of the fixed assets.

The company estimates its recoverable amount on the basis of a single fixed asset. When it
is difficult to estimate the recoverable amount of a single fixed asset, the recoverable amount of
the asset group is determined on the basis of the asset group to which the fixed asset belongs.

6. The identification basis and valuation method of financing leased fixed assets

If any of the following conditions are stipulated in the terms of the lease agreement signed
between the company and the leasing party, it shall be recognized as a financial leased asset: (1)
the ownership of the leased asset shall belong to the company after the lease expires; (2) The
company has the option to purchase assets, and the purchase price is much lower than the fair
value of the asset at the time of exercising the option; (3) The lease period accounts for most of
the service life of the leased asset; (4) The present value of the minimum lease payment on the
lease commencement date is not significantly different from the fair value of the asset.

The company takes the lower of the fair value of the leased asset and the present value of
the minimum lease payment as the recor&éd vaiue.of the |leased asset, the minimum lease
payment as the recorded value of the long-term payables; and the difference as the unrecognized
financing fee on the lease commencement date.

(8) Projects under construction

Projects under construction shall be priced at actual cost. The fixed assets shall be carried
forward according to the necessary expenses incurred before the construction of fixed assets
reaches the predetermined serviceable state when the construction of fixed assets reaches the
predetermined serviceable state after completion. If the final accounts for completion have not
yet been handled, the transfer shall be made according to the estimated value, and adjustmehts
shall be made after the final accounts for completion are completed.

A comprehensive inspection of the construction in progress is carried out on the balance
sheet date. If there is evidence that the construction in progress has been impaired due to long-
term suspension of construction and is not expected to restart in the next 3 years, or has lagged
behind in technology and performance and brought to the enterprise. There is great uncertainty
about the economic benefits, etc., a provision for impairment of the construction in progress is
accrued. The provision for impairment is accrued as a single asset. Once the provision for

impairment is accrued, it cannot be reversed in subsequent accounting periods.
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(9) Intangible assets

1. Confirmation of intangible assets

The intangible assets of a company refer to non-monetary long-term assets that are held for
the production of goods, the provision of labor services, leasing to others, or management and
have no physical form. They are recognized when the economic benefits they generate are likely
to flow into the enterprise and the costs can be reliably measured.

2. Initial measurement of intangible assets

The initial measurement of intangible assets is based on the actual cost at the time of
acquisition. The details are:

(1) The cost of the purchased intangible asset, including the purchase price, related taxes
and other expenses directly attributable to the intend.e»d‘ use of the asset;

(2) Self-developed intangible assets shall be determined’ 1n accordance with the relevant
provisions of the Accounting Standards for Enterpri’ses'Noﬁ- intangible’assets;

(3) The cost of investment in intangible assets by-investors-shall be determined according to
the value agreed in the investment contract or agreement;

(4) The cost of acquiring intangible assets by other means shall be determined according to
the provisions of relevant standards.

3. Service life and amortization of intangible assets

For intangible assets with limited useful life, the amortized amount shall be amortized on a
straight-line basis over the useful life. The amortization period of intangible assets starts when
they are available for use (that is, when they reach their intended purpose) and ends when they
are derecognized.

At the end of each period, the useful life and amortization methods of intangible assets with
limited useful life are reviewed. After review, the useful life and amortization methods of
intangible assets at the end of this period are not different from previous estimates.

The service life of intangible assets with uncertain service life is not amortized, and the
service life of such intangible assets is reviewed at the end of the year. After review, the service
life of such intangible assets is still uncertain.

4. Impairment provision for intangible assets

On the balance sheet date, intangible assets are tested for impairment, measured according

6
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to the lower of the carrying value and the recoverable amount, and the difference between the
recoverable amount and the carrying value is set aside for impairment of intangible assets. Once
the impairment provision is accrued, it will not be reversed.

(10) Long-term prepaid expenses

The company's long-term prepaid expenses are amortized on an average basis over the
beneficial years.

(11) Borrowing costs

The company capitalizes the borrowing costs that can be directly attributed to the purchase,
construction or production of assets that meet the capitalization conditions and include them in
the relevant asset costs; Other borrowing costs shall-be-recognized as expenses and included in
the current profits and losses according to the amount incurred,

Assets that meet the capitalization conditions refer to ﬁxed‘ assets, investment real estate,
inventory and other assets that need to be bpurchavs‘edv,‘ built or ﬁroduced for a long time to reach
the predetermined usable or marketable state.

Capitalization conditions: when asset expenditure has occurred, borrowing costs have
occurred, and the purchase, construction or production activities necessary to make the asset
reach the predetermined usable or saleable state have begun, the capitalization of borrowing
costs shall begin; When the assets that meet the capitalization conditions are abnormally
interrupted during the purchase, construction or production process and the interruption time
exceeds 3 months in a row, the capitalization of borrowing costs shall be suspended; When the
assets that meet the capitalization conditions are purchased or produced and reach the
predetermined usable or saleable state, the capitalization of borrowing costs shall be stopped.

Determination of capitalization amount: special loans borrowed for the purchase,
construction or production of assets that meet the capitalization conditions shall be determined
by the amount of interest expenses actually incurred in the current period minus the interest on
deposits of unused funds; If the general loan is occupied, it shall be calculated and determined
according to the weighted average of the accumulated asset expenditure exceeding the asset
expenditure of the special loan multiplied by the weighted average interest rate of the occupied
general loan.

(12) Salary of employees
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