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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have the

following meanings:

“A Share(s)”

“A Shareholders”

“AGM”

“Articles of
Association” or
“Articles”

“associate(s)”

“Board” or “Board of
Directors”

9

“Board of Supervisors’

“Business Day(s)”

“CBIRC”

“China” or “PRC”

“Class Meetings”

the A Shares in the ordinary share capital of the Company, with
a nominal value of RMB1.00 each, which are listed and traded on
the Shanghai Stock Exchange (stock code: 600690)

holders of A Shares of the Company

the annual general meeting of 2022 of the Company to be held by
way of on-site meeting at Rendanheyi Research Center, Haier
Science and Technology Innovation Ecological Park, Laoshan
District, Qingdao, PRC at 2:00 p.m. on Monday, 26 June 2023

the articles of association of the Company, as amended,
supplemented or otherwise amended from time to time

has the meaning as ascribed under the Hong Kong Listing Rules

the board of Directors of the Company

the board of Supervisors of our Company

a day (other than a Saturday or Sunday) on which the Stock
Exchange is open for the business of dealing in securities,
provided that where, as a result of a typhoon signal number 8,
black rainstorm warning or other similar event, the period during
which the Stock Exchange is open for business on any day is
reduced, such day shall not be considered as a Business Day

the China Banking and Insurance Regulatory Commission or
other organisations adjusted in accordance with the provisions of
the relevant Chinese government bodies

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

the first A Shares/D Shares/H Share Class Meetings of 2023 of
the Company to be held by way of on-site meeting at Rendanheyi
Research Center, Haier Science and Technology Innovation
Ecological Park, Laoshan District, Qingdao, PRC immediately
after the AGM of the Company on Monday, 26 June 2023
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“Company”

“Company Law”

“Connected Person(s)”

“Continuing Connected
Transactions”

“Controlling
Shareholder(s)”

“D Share(s)”

“Director(s)”

“Group”

“H Share Class
Meeting”

“H Shareholders”

“H Shares”

“Haier Finance
Company”

Haier Smart Home Co., Ltd., a joint stock company
incorporated in the PRC with limited liability, whose A Shares
are listed on the Shanghai Stock Exchange (stock code: 600690),
whose D Shares are listed on the China Europe International
Exchange AG D Share Market and quoted on the Frankfurt
Stock Exchange (stock code: 690D), and whose H Shares are
listed on the Main Board of the Stock Exchange (stock code:
6690)

the Company Law of the People’s Republic of China ({H3#E A &
RN 23 m]1%))

has the meaning as ascribed under the Hong Kong Listing Rules

has the meaning as ascribed under the Hong Kong Listing Rules

has the meaning as ascribed under the Hong Kong Listing Rules

the D shares in the ordinary share capital of the Company, with a
par value of RMB1.00 each, which are listed and traded on the
China Europe International Exchange AG D Share Market of
the Frankfurt Stock Exchange (stock code: 690D)

director(s) of the Company

the Company and its subsidiaries from time to time, and the
expression member(s) of the Group shall be construed
accordingly

the first H Share Class Meeting of 2023 of the Company to be
held by way of on-site meeting at Rendanheyi Research Center,
Haier Science and Technology Innovation Ecological Park,
Laoshan District, Qingdao, PRC immediately after the AGM
of 2022, the first A Share Class Meeting of 2023 and the first D
Share Class Meeting of 2023 of the Company on Monday, 26
June 2023

holders of H Shares of the Company

the H shares in the ordinary share capital of the Company with a
nominal value of RMBI1.00 each, which are listed on the Stock
Exchange (stock code: 6690)

Haier Group Finance Co., Ltd.
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“Haier Group”
66HK$7’
“Hong Kong”

“Hong Kong Listing
Rules”

“Independent Board
Committee”

“Independent
Director(s)” or
“Independent
Non-executive
Director(s)”

“Independent Financial
Advisor” or
“Somerley”

“Independent
Shareholders”

“Latest Practicable

Date”

“New Financial
Services Framework
Agreement”

“PBOC”
GGRMB”

“Securities and Futures
Ordinance” or “SFO”

Haier Group Corporation
Hong Kong dollars, the lawful currency of Hong Kong
the Hong Kong Special Administrative Region of the PRC

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited

the independent committee under the Board comprising all
Independent Non-executive Directors, namely Mr. CHIEN
Da-Chun, Mr. WONG Hak Kun, Mr. LI Shipeng and Mr. WU
Qi. The Committee has been established to advise the
Independent Shareholders on the New Financial Services
Framework Agreement and its proposed annual caps

the independent Director(s) referred to the Articles and the
independent non-executive Director(s) under the Listing Rules

Somerley Capital Limited, a corporation licensed to carry on
Type 1 (dealing in securities) and Type 6 (advising on corporate
finance) regulated activities under the SFO (Chapter 571 of the
Laws of Hong Kong), being the independent financial advisor to
advise the Independent Board Committee and the Independent
Shareholders on the New Financial Services Framework
Agreement and its proposed annual caps

the Shareholders of the Company other than Haier Group and its
associates

30 May 2023, being the latest practicable date for the purpose of
ascertaining certain information contained in this circular prior
to its printing

the Financial Services Framework Agreement entered into by the
Company with Haier Group and Haier Finance Company on 30
March 2023

the People’ Bank of China
Renminbi, the lawful currency of the PRC

the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong), as amended, supplemented or otherwise
modified from time to time
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“Share(s)”

“Shareholder(s)”

“Stock Exchange” or
“Hong Kong Stock
Exchange”

“subsidiary(ies)”

“Supervisor(s)”

“Takeovers Code”

“USD” or “US$”

“%7’

the ordinary shares of the Company, including A Share(s), D
Share(s) and H Share(s) of the Company

the shareholder(s) of the Company

The Stock Exchange of Hong Kong Limited

has the meaning as ascribed under the Hong Kong Listing Rules
unless the context otherwise requires

supervisors(s) of the Company

the Code on Takeovers and Mergers and Share Buy-backs (as
amended from time to time)

United States dollars, the lawful currency of the United States

per cent

Certain amounts and percentage figures in this circular have been subject to rounding
adjustments. Accordingly, figures shown as currency conversion or percentage equivalents may
not be an arithmetic sum of such figures.
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I. INTRODUCTION

The Company will convene the AGM at 2: 00 p.m. on Monday, 26 June 2023, at which
the following resolutions (special resolutions are marked with®) will be proposed for the
Shareholders to consider and approve, if thought fit:

10.

1.

12.

13.

14.

RESOLUTIONS
To Consider and Approve 2022 Financial Statements
To Consider and Approve 2022 Annual Report and Annual Report Summary
To Consider and Approve 2022 Report on the Work of the Board of Directors
To Consider and Approve 2022 Report on the Work of the Board of Supervisors
To Consider and Approve 2022 Audit Report on Internal Control
To Consider and Approve 2022 Profit Distribution Plan

To Consider and Approve Resolution on the Re-appointment of PRC Accounting
Standards Auditor

To Consider and Approve Resolution on the Re-appointment of International
Accounting Standards Auditor

To Consider and Approve Resolution on Renewal of the Financial Services
Framework Agreement and its Expected Related-Party Transaction Limit with
Haier Group Corporation and Haier Group Finance Co., Ltd.

To Consider and Approve Resolution on the Anticipated Guarantees’ Amounts
for the Company and its Subsidiaries in 2023

To Consider and Approve Resolution on the Conduct of Foreign Exchange Fund
Derivatives Business

To Consider and Approve Resolution on Purchase of Liability Insurance for
Directors, Supervisors, and Senior Management of the Company

#To Consider and Approve Resolution on the General Meeting to Grant a
General Mandate to the Board of Directors on Additional Issuance of A Shares of
the Company

#To Consider and Approve Resolution on the General Meeting to Grant a
General Mandate to the Board of Directors on Additional Issuance of H Shares of
the Company
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15.

16.

17.

18.

19.

#To Consider and Approve Resolution on the General Meeting to Grant a
General Mandate to the Board of Directors on Additional Issuance of D Shares of
the Company

#To Consider and Approve Resolution on the General Meeting to Grant a
General Mandate to the Board of Directors to Decide to Repurchase Not More
Than 10% of the Total Number of H Shares of the Company in Issue

#To Consider and Approve Resolution on the General Meeting to Grant a
General Mandate to the Board of Directors to Decide to Repurchase Not More
Than 10% of the Total Number of D Shares of the Company in Issue

#To Consider and Approve the 2023 A Share Core Employee Stock Ownership
Plan (Draft) and its Summary

#To Consider and Approve the 2023 H Share Core Employee Stock Ownership
Plan (Draft) and its Summary

In addition, the A Share Class Meeting, D Share Class Meeting and H Share Class
Meeting are to be held immediately after the AGM on Monday, 26 June 2023. At each of
the Class Meetings, two special resolutions will be proposed for the Shareholders to
consider and approve, if thought fit:

SPECIAL RESOLUTIONS

To Consider and Approve Resolution on the General Meeting to Grant a General
Mandate to the Board of Directors to Decide to Repurchase Not More Than 10%
of the Total Number of H Shares of the Company in Issue

To Consider and Approve Resolution on the General Meeting to Grant a General
Mandate to the Board of Directors to Decide to Repurchase Not More Than 10%
of the Total Number of D Shares of the Company in Issue

The purpose of this circular is to provide you with the information regarding the
resolutions to be considered and approved at the AGM and the H Share Class Meeting for
approval. The revised notice of the AGM and notice of the H Share Class Meeting are set
out on pages 164 to 169 of this circular.

II. RESOLUTIONS TO BE CONSIDERED AND APPROVED AT THE AGM

1.

2022 Financial Statements

Please refer to the financial report section in the 2022 Annual Report (A Shares)

and 2022 Annual Report (H Shares) respectively published by the Company.

This resolution has been reviewed and approved by the Board meeting on 30

March 2023, and is now proposed at the AGM for review and approval by an ordinary
resolution.
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2. 2022 Annual Report and Annual Report Summary
Please refer to the 2022 Annual Report published by the Company.

This resolution has been reviewed and approved by the Board meeting on 30
March 2023, and is now proposed at the AGM for review and approval by an ordinary
resolution.

3. 2022 Report on the Work of the Board of Directors

For the main content of the 2022 Report on the Work of the Board of Directors,
please refer to the relevant part of the 2022 annual report published by the Company.

This resolution has been reviewed and approved by the Board meeting on 30
March 2023, and is now proposed at the AGM for review and approval by an ordinary
resolution.

4. 2022 Report on the Work of the Board of Supervisors

An ordinary resolution will be proposed at the AGM to consider and approve the
2022 Report on the Work of the Board of Supervisors.

The 2022 Report on the Work of the Board of Supervisors of the Company is as
follows:

1. The Work of the Board of Supervisors

During the Reporting Period, the Board of Supervisors convened 6 meetings
and attended general meetings and Board meetings to listen to the Company’s
production and operation, investment activities and financial operations,
participated in the decision-making process of major issues of the Company,
and reviewed the Company’s regular reports and relevant information during the
year in accordance with the requirements of regulators strictly.

2. Independent Opinion of the Board of Supervisors on the Company’s Operation
in accordance with Laws

(I) Independent Opinion of the Board of Supervisors on the Company’s
Operation in accordance with Laws

In accordance with relevant national laws and regulations, the Board of
Supervisors of the Company supervises procedures for convening general
meetings and Board meetings of the Company, the resolutions thereof, the
execution of resolutions of the general meetings by the Board of Directors,
the performance of senior management of the Company and the management
system of the Company, and procedures for approving decisions on
related-party transactions. By attending all Board meetings and general
meetings, the Board of Supervisors performed its duties on supervision, and
is of the view that the Company’s decision-making procedures are legal, a

_8 -
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relatively sound corporate governance structure is in place, and relevant
internal control systems have been formed. Directors and senior management
of the Company did not violate the laws, regulations, the Articles of
Association or harm the interests of the Company.

(11) Independent Opinion of the Board of Supervisors on the Company’s
Financial Condition

During the Reporting Period, to guarantee the Company’s standardized
operation and the legitimate rights and interests of Shareholders, the Board
of Supervisors of the Company carefully reviewed the Audit Opinion on the
Financial Report issued by Hexin Certified Public Accountants LLP and
HLB Hodgson Impey Cheng Limited, and believed that it reflected the true
picture of the Company’s financial condition, operating results and cash
flow, which are objective and fair.

(111) Independent Opinion of the Board of Supervisors on the Company’s
Related-Party Transactions

During the Reporting Period, the related-party transactions between the
Company and related Shareholders were executed in accordance with market
pricing principles without prejudicing the interests of the Company and
Shareholders. The Board of Directors of the Company fulfilled the obligation
of good faith when voting on relevant related-party transactions. The
related-party transactions are conducted in a fair and reasonable manner,
and the procedures thereof comply with the relevant provisions of the
Company Law, the Rules Governing the Listing of Shares on the Shanghai
Stock Exchange and the Articles of Association.

(1V ) Independent Opinion of the Board of Supervisors on the Company’s
Evaluation Report on Internal Control

During the Reporting Period, the Board of Supervisors of the Company
carefully reviewed the Evaluation Report on the Internal Control of Haier
Smart Home Co., Ltd. in accordance with relevant national laws and
regulations, and believed that it truly, objectively and fairly reflected the
implementation and effectiveness of the Company’s internal control.

This resolution has been reviewed and approved by the meeting of the Board of
Supervisors on 30 March 2023, and is now proposed at the AGM for review and
approval by an ordinary resolution.

5. 2022 Audit Report on Internal Control

An ordinary resolution is to be proposed at the AGM to consider and approve the
2022 Audit Report on Internal Control.
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According to the relevant guidelines of Notice on Disclosure of 2022 Annual
Reports of Companies Listed on Main Board and the Self-regulatory Guidelines for
Listed Companies No. 1 — Standardized Operation issued by the Shanghai Stock
Exchange and the Self-regulatory Guidelines for Listed Companies No. 2 — Business
Handling issued by the Shanghai Stock Exchange and the relevant requirements such
as the Audit Guidelines on Corporate Internal Control jointly formulated by the
Ministry of Finance and other departments, the Company entrusted Hexin Certified
Public Accountants LLP to audit the internal control of the Company. The audit
opinion of the auditor on the internal control of the financial report is: Haier Smart
Home has maintained effective internal control of financial report in all material
aspects as of 31 December 2022 in accordance with the Basic Standards for Internal
Control of Companies and relevant regulations.

The 2022 Audit Report on Internal Control is set out in Appendix I to this
circular.

This resolution has been reviewed and approved by the Board meeting on 30
March 2023, and is now proposed at the AGM for review and approval by an ordinary
resolution.

6. 2022 Profit Distribution Plan

An ordinary resolution is to be proposed at the AGM to consider and approve the
2022 Profit Distribution Plan, the details are as follows:

Upon the audit by Hexin Certified Public Accountants LLP, as of 31 December
2022, the 2022 distributable profits (undistributed profits) of the Company were
RMB5,328,311,799.62.

In order to take into account both the interests of Shareholders and the long-term
development of the Company, according to the relevant requirements of Shareholder
Return Plan for the Next Three Years (2021-2023) of the Company, the Articles of
Association and relevant laws and regulations, we currently recommend the
Company’s 2022 Profit Distribution Plan as follows:

Based on the total share capital after deducting the repurchased Shares on the
special account for repurchase registered on equity record date for the future
implementation of the distribution plan, the Company distributes cash dividends of
RMB5.66 per 10 Shares (tax inclusive) to all Sharecholders, with a total distributed
profit of RMBS5,297,529,553.10 (tax inclusive), representing a proportion of 36.01% of
the Company’s cash dividends for the year to the net profit attributable to
shareholders of the parent company. If any change of the total share capital of the
Company occurred before the record date of implementation of dividend distribution,
the total distributable amount is proposed to be unchanged, and the distribution ratio
per Share shall be adjusted accordingly. The undistributed profits retained by the
Company will be primarily used for project construction, foreign investment, R&D

— 10 —
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investment and daily operations related to the primary business of the Company, so as
to maintain sustainable and stable development for the Company, and maximize the
returns for investors.

During the period commencing from the date of disclosure of the Profit
Distribution Plan to the record date for the implementation of the equity
distribution, if the total share capital of the Company changes due to Share
repurchase, cancellation of Share repurchase granted by equity incentive, and
cancellation of Share repurchase resulted from major asset restructuring, the
Company intends to maintain the unchanged total distributable amount and adjust
the distribution ratio per Share accordingly. No capital reserves will be converted into
share capital and no bonus shares will be distributed by the Company during the year.
This equity distribution will constitute a differentiated dividend.

This resolution has been reviewed and approved by the Board meeting on 30
March 2023, and is now proposed at the AGM for review and approval by an ordinary
resolution.

7. Proposed Re-appointment of PRC Accounting Standards Auditor for 2023

As ordinary resolution is to be proposed at the AGM to consider and approve the
appointment of PRC accounting standards auditor and its remuneration for 2023, the
details are as follows:

In order to ensure the smooth progress of the Company’s audit work on finance
and internal control under the PRC accounting standards in 2023 and the continuity of
the audit work, and considering that Hexin Certified Public Accountants LLP has the
qualifications for auditing securities and futures-related business and the service team
has many years of experience and ability in providing audit services for listed
companies and can adhere to the principle of independent audit during the practice
process and can satisfy the Company’s work requirements on annual financial and
internal control audit, the Company intends to renew the engagement of Hexin
Certified Public Accountants LLP as the Company’s audit agency on financial
statement and internal control under the PRC accounting standards in 2023. The audit
service fee for 2023 is RMB8.78 million (including the audit fee of RMB6.55 million
for annual report and audit fee of RMB2.23 million for internal control), same as last
year.

This resolution has been reviewed and approved by the Board meeting on 30
March 2023, and is now proposed at the AGM for review and approval as an ordinary
resolution.

—11 -
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8. Proposed Re-appointment of International Accounting Standards Auditor for 2023

An ordinary resolution is to be proposed at the AGM to consider and approve the
appointment of international accounting standards auditor and its remuneration for
2023, the details are as follows:

In order to ensure the smooth progress of the Company’s audit work on finance
under the international accounting standards in 2023 and the continuity of the audit
work, and considering that HLB Hodgson Impey Cheng Limited has corresponding
qualifications and the service team has extensive experience and ability in providing
audit services for listed companies and can adhere to the principle of independent audit
during the practice process and can satisfy the Company’s work requirements on
annual financial audit, the Company intends to renew the engagement of HLB
Hodgson Impey Cheng Limited as the Company’s audit agency under the international
accounting standards in 2023. The audit service fee is RMB3.89 million (including the
audit fee of RMB3.74 million for financial report and audit fee of RMBO0.15 million for
reviewing continuing connected transactions), which is consistent with last year.

This resolution has been reviewed and approved by the Board meeting on 30
March 2023, and is now proposed at the AGM for review and approval by an ordinary
resolution.

9. Renewal of the Financial Services Framework Agreement and its Proposed Annual
Caps

An ordinary resolution is to be proposed at the AGM to consider and approve the
resolution on the Renewal of the Financial Services Framework Agreement and its
Expected Related-Party Transaction Limit with Haier Group Corporation and Haier
Group Finance Co., Ltd.

1. Background

Reference is made to the announcement of the Company dated 29 April 2021,
the circular of the Company dated 4 June 2021 and the poll results announcement
of the Company dated 25 June 2021 in relation to, among other things, the
Financial Services Framework Agreement entered into between the Company and
Haier Group as well as its annual caps for 2021, 2022 and 2023 which were set in
respect of the Financial Services Framework Agreement.

Given that the Financial Services Framework Agreement and its proposed
annual caps will expire on 31 December 2023 and the Company will continue to
conduct such transactions subsequent to 31 December 2023, therefore the
Company, Haier Group and Haier Finance Company entered into the New
Financial Services Framework Agreement on 30 March 2023 for a term of three
years commencing from 1 January 2024 to 31 December 2026, pursuant to which
Haier Group and its associates, mainly Haier Finance Company, agreed to
provide financial services to the Group from time to time on a non-exclusive basis.

— 12 —
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2. New Financial Services Framework Agreement

Date:

Parties:

30 March 2023
the Group (as service recipient);
Haier Group (as service provider and guarantor); and

Haier Finance Company (as service provider)

Principal terms:

Pursuant to the New Financial Services Framework Agreement, the services
intended to be provided by Haier Group and its associates to the Group include:

e  Deposit services;

° Loan services and entrusted loan services;

Haier Group and its associates shall, according to their own
funding capabilities, give priority to satisfying the loan needs of the
Group, and the loan services it provides to the Group include loans
and other credit services; and

In the event that the Group applies for a loan from Haier Group
and its associates, the Group and Haier Group and its associates
shall sign a loan contract, specifying the loan amount, loan usage,
loan period and other matters.

e  Other financial services including:

(1)

(2)

3)

4)
(5)
(6)

(7)

spot sale and purchase of foreign exchange services and hedging
financial derivatives business, international settlement, trade
financing and non-financing letter of guarantee services, etc.;

financial consulting and consulting agency services;

cross-border foreign exchange funds and cross-border RMB funds
business;

credit verification and provision of entrusted loans services;
bill issuance, acceptance and discount;

providing collection and automatic liquidation management of
physical and electronic commercial bills;

the internal transfer and settlement service of the Group and the
corresponding settlement;
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(8) underwriting the corporate bonds of the Group;
(9) services related to receipt and payment of funds;

(10) consumer credit, buyer credit services for the Group’s products;
and

(11) other services as approved by the CBIRC (collectively “Other
Financial Services”).

The New Financial Services Framework Agreement will become effective
from 1 January 2024 subject to approval by the general meeting and will expire on
31 December 2026. Subject to the Company’s compliance with the relevant
requirements under Chapter 14A of the Hong Kong Listing Rules (if applicable),
the Group has an option, in its entire discretion, to renew the New Financial
Services Framework Agreement upon its expiry for another term of three years.
Haier Group and its associates do not have reciprocal rights under the New
Financial Services Framework Agreement. Each party and their respective
subsidiaries or associates will enter into separate underlying agreements which
will set out the specific terms and conditions according to the principles provided
in the New Financial Services Framework Agreement. In respect of the deposits
placed by the Group with Haier Group and its associates and in the event that
Haier Finance Company misuses or uses such deposits in breach of regulations, or
in any other circumstances which causes Haier Finance Company to be unable to
repay the Group’s deposits (including accrued interests), Haier Finance Company
shall then immediately repay the relevant deposits (including accrued interests) to
the Group, and the Group is entitled to appropriate such deposits to set off
against the outstanding loans (including accrued interests) extended by Haier
Finance Company to the Group. Specifically, the Group may send a letter to
Haier Finance Company and Haier Group to assert that the relevant deposits are
due immediately, Haier Finance Company shall then immediately repay the
relevant deposits (including accrued interests) to the Group. The Group may also
appropriate such deposits to set off against the outstanding loans (including
accrued interests) extended by Haier Finance Company to the Group, which
enables Haier Finance Company to immediately repay the relevant deposits
(including accrued interests) to the Group. If the Group’s deposit with Haier
Finance Company is more than the loans extended by Haier Finance Company,
the Group may offset part of the deposit with Haier Finance Company against the
total loans extended by Haier Finance Company. As to the remaining deposits,
the Group is entitled to request Haier Finance Company to repay the deposits
through negotiation, arbitration and/or litigation, as well as to request Haier
Group to assume its joint and several guarantee liability under the New Financial
Services Framework Agreement. However, in the event that the Group fails to
repay its loans extended by Haier Finance Company on time, Haier Finance
Company will not be entitled to set off the outstanding loans owed by the Group
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to Haier Finance Company against the deposits (including accrued interests)
placed by the Group with Haier Finance Company, except as otherwise provided
by the laws and regulations of the PRC.

In terms of the deposits placed by the Group with other associates of Haier
Group except Haier Finance Company and in the event that the associates of
Haier Group misuses or uses such deposits in breach of regulations, or in any
other circumstances which causes it to be unable to repay the Group’s deposits
(including accrued interests), such other associates of Haier Group except Haier
Finance Company shall then immediately repay the relevant deposits (including
accrued interests) to the Group, and the Group is entitled to appropriate such
deposits to set off against the outstanding loans (including accrued interests)
extended by the associates of Haier Group to the Group. However, in the event
that the Group fails to repay its loans extended by the associates of Haier Group
to the Group on time, the associates of Haier Group will not get the right of
set-off, and will not be entitled to set off the outstanding loans owed by the Group
to it against the deposits (including accrued interests) placed by the Group with it,
except as otherwise provided by the laws and regulations of the PRC.

If the Group purchases deposit services from other associates of Haier Group
other than Haier Finance Company in the future, Haier Group will procure such
associates to fulfill the obligations under the terms above, as if they signed the
New Financial Services Framework Agreement.

Undertakings by Haier Group

As part of the New Financial Services Framework Agreement, Haier Group
has unconditionally and irrevocably undertaken and guaranteed joint and several
liability to the Company that, during the term of the New Financial Services
Framework Agreement, Haier Group will:

(i) provide the joint and several liability guarantee to the Group in respect
of the deposits (including accrued interests) placed by the Group with
Haier Group and its associates;

(i1) jointly bear all the financial losses incurred by the Group due to the
failure in performing the obligations or breach of any obligations or
terms under the New Financial Services Framework Agreement by
Haier Group and its associates or Haier Group and its associates’
breaches or potential breaches of PRC laws and regulations, or by it
having or potentially having any major operational problems or
difficulties with liquidity, including but not limited to, the Group’s
deposits, interests and the relevant expenses incurred, within ten
Business Days since such failure or problems occur; and

(i11) use its best endeavours and take all reasonable steps to provide the joint
and several liability guarantee to ensure fulfilment of obligations by
Haier Finance Company under the New Financial Services Framework
Agreement.
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Reasons for and benefits of the transaction:

Under the New Financial Services Framework Agreement, the Group intends
to primarily purchase deposit services, loan services and foreign exchange
derivatives investment services from Haier Finance Company in the future. The
reasons for and the benefits to the Group in using the financial services of Haier
Group and its associates (mainly Haier Finance Company), include but are not
limited to:

From the perspective of capital security:

(1)

(i)

(iii)

(iv)

Haier Finance Company is a non-banking financial institution among
the first batch of companies being approved to carry out all kinds of
domestic and foreign currencies businesses, and the first enterprise
group finance company to carry out the pilot program of centralized
management of foreign exchange funds for current account items. It is
the first enterprise group finance company in China to pass the
ISO27001 certification of the International Information Security
Management System and the third-level certification of national
standard protection;

as a non-banking financial institution specialising in providing financial
services to enterprise group member entities, Haier Finance Company is
regulated by the PBOC and the CBIRC and it provides financial services
in accordance with and in compliance of the rules and operational
requirements of these regulatory authorities including capital risk
guidelines and requisite capital adequacy ratios. The regulation of
finance companies by the CBIRC is more stringent than the regulation
of commercial banks in the PRC in certain aspects, for example, in terms
of capital adequacy ratio and admission standards for certain businesses
of finance companies. To the best knowledge of the Company, as at 31
December 2022, Haier Finance Company’s regulatory indicators
complied with the provisions of the Measures for the Administration
of Finance Companies of Enterprise Groups {{i2£ % B BA 15/ 7] 4 3 i
%) and transitional requirements of the CBIRC;

historically, all terms of the financial services agreement signed between
Haier Group and its associates and the Group have been fulfilled, and
Haier Group provided joint liability guarantee for the deposits in Haier
Group and its associates