
















































































































































































































































































































































































































If two or more independent directors believe that the materials for a board meeting are
incomplete, insufficiently justified or not provided in a timely manner, they may propose in writing
to the board of directors that the meeting be postponed or that the matter be postponed for
consideration, and the board of directors shall adopt such proposal.

Article 24 Independent directors shall work on-site in the Company for no less than
fifteen days per year.

In addition to attending the general meeting, the board meeting and its special committee
meetings, and special meetings of independent directors as required, independent directors can
perform their duties by regularly obtaining information about the operation of the Company,
listening to reports from the management, communicating with the person in charge of the internal
audit institution, the accounting firm undertaking the audit business of the Company and other
intermediaries, conducting field visits, and communicating with the small and medium-sized
shareholders.

Article 25 For the board meeting and its special committee meetings, and specific
meetings of independent directors of the Company, meeting minutes shall be prepared in
accordance with regulations, and the opinions of independent directors shall be set out in the
meeting minutes. Independent directors shall sign on the meeting minutes for confirmation.

Independent directors shall prepare work records to record in detail the performance of their
duties. Information obtained by independent directors during performance of their duties, relevant
meeting minutes and communication records with the staff of the Company and intermediaries
shall form an integral part of work records. For the important contents in work records,
independent directors may require the board secretary and other relevant personnel to sign for
confirmation, and the Company and relevant personnel shall provide cooperation.

The work records of the independent directors and the information provided by the
Company for the independent directors shall be kept for at least ten years.

Article 26 The Company shall improve the communication mechanism between
independent directors and small and medium-sized shareholders, and independent directors may
timely verify the issues raised by investors to the Company.

Article 27 Independent directors shall submit the annual report on work to the annual
general meeting, and make explanations on their performance of duties. The annual report on work
shall include the following contents:

(I) The number, manner and voting of the board meetings attended, and the number of
general meeting attended;

(II) Participation in meetings of special committees of the board of directors and special
meetings of independent directors;

(III) Deliberation of the matters listed in Article 23, Article 26, Article 27 and Article 28 of
the Measures for the Administration of Independent Directors, and exercise of the
special powers and functions of independent directors listed in paragraph 1 of Article
19 of this policy;
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(IV) Major matters, methods and results of communication with internal audit institutions

and accounting firms undertaking audit services of the Company on the Company’s

financial and business conditions;

(V) Communication with the small and medium-sized shareholders;

(VI) Time and content of on-site work in the Company;

(VII) Others in performance of duties.

The annual reports on work of the independent directors shall be disclosed no later than the

Company gives the notice of the annual general meeting.

Article 28 Independent directors shall continuously enhance their learning of securities

laws and regulations and rules and continuously improve their ability to fulfil their duties. The

CSRC, stock exchange, and the China Listed Companies Association may provide relevant training

services.

CHAPTER 5 PERFORMANCE GUARANTEE

Article 29 The Company shall provide necessary working conditions and personnel

support for the independent directors to perform their duties, and designate the office of the board

of directors, the board secretary and other specialized departments and personnel to assist the

independent directors in performing their duties.

The board secretary shall ensure the smooth information exchanges between independent

directors and other directors, senior management and other relevant personnel, and ensure that

independent directors have access to adequate resources and necessary professional opinions when

performing their duties.

Article 30 The Company shall guarantee the right of being informed as the independent

directors are entitled to as much as that other directors are entitled to. To ensure the effective

exercise of the powers and functions of the independent directors, the Company shall regularly

inform the independent directors of the operation of the Company, provide materials, organize or

cooperate with the independent directors in field visits and other work.

Before the board of directors deliberates major and complex matters, the Company may

organize independent directors to participate in the research and demonstration, listen to the

opinions of independent directors, and make feedback to the independent directors on the adoption

of opinions.
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Article 31 The Company shall promptly give notice of the board meeting to the
independent directors, provide relevant meeting materials no later than the notice period of the
board meeting stipulated by laws, administrative regulations, securities regulatory rules of the
places where the Company’s shares are listed or the provisions of Articles of Association, and offer
effective communication channels for the independent directors. When the special committees of
the board of directors hold a meeting, the Company shall, in principle, provide relevant materials
and information no later than three days before the meeting of the special committees. The
Company shall keep the meeting materials above for at least ten years.

If two or more independent directors believe that the meeting materials are incomplete, or
the argument is not sufficient or the provision is not timely, they may propose in writing to the
board of directors to postpone the meeting or the deliberation of the matter, and the board of
directors shall adopt the opinion.

Meetings of the board of directors and special committees shall be held on the spot, in
principle. Under the premise of ensuring that all the participating directors can fully communicate
and express their opinions, the meetings can be held by video, telephone or other means in
accordance with the procedure when necessary.

Article 32 If the independent directors exercise their powers and functions, the directors,
senior management and other relevant personnel of the Company shall provide cooperation and
shall neither refuse, obstruct or conceal relevant information nor interfere with their independent
exercise of their powers and functions.

If the independent directors encounter obstacles in exercising their powers and functions
according to laws, they may explain the situation to the board of directors, request the directors,
senior management and other relevant personnel to cooperate, and record the specific
circumstances and solutions of the obstacles in their work records; if the obstacles still cannot be
removed, they may report to CSRC and stock exchange.

If the performance of the duties by the independent directors involves the information that
shall be disclosed, the Company shall promptly handle the disclosure matters; if the Company does
not disclose the information, the independent directors may directly apply for disclosure, or report
to CSRC and stock exchange.

Article 33 The Company shall bear the expenses required for independent directors to hire
professional institutions and exercise other powers and functions.

Article 34 The Company could establish a liability insurance system for independent
directors to reduce the risks that may be caused by independent directors in normal performing
their duties.

Article 35 The Company shall provide independent directors with allowances that are
appropriate to their duties. The standard of allowance shall be formulated by the board of directors,
approved at the general meeting, and disclosed in the Company’s annual report.

In addition to the allowance above, the independent directors shall not obtain other benefits
from the Company and its substantial shareholders, de facto controllers or interested units and
personnel.
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CHAPTER 6 SUPPLEMENTARY PROVISIONS

Article 36 The matters not covered in this policy shall be implemented in accordance with

relevant laws and regulations, rules, securities regulatory rules of the places where the Company’s

shares are listed, and the provisions of the Articles of Association.

Article 37 The meanings of the following terms in this policy:

(I) A substantial shareholder refers to a shareholder who holds more than 5% of the

shares of the Company, or a shareholder who holds less than 5% of the shares but has

significant influence on the Company;

(II) Small and medium-sized shareholders refer to the shareholders who individually or

collectively hold less than 5% of the shares of the Company and do not serve as the

directors or senior management of the Company;

(III) Subsidiary refers to the enterprise under the direct or indirect control of the relevant

entity;

(IV) Major social connections refer to siblings, spouses of siblings, parents of spouses,

siblings of spouses, spouses of children, parents of children’s spouses, etc.

(V) Major business transactions refer to matters that must be submitted to the general

meeting for consideration in accordance with the relevant rules of the Shenzhen Stock

Exchange or the provisions of the Articles of Association, or other significant matters

as determined by the Shenzhen Stock Exchange.

Article 38 In this policy, “more than” and “less than” shall include the given figure, and

“over” shall exclude the given figure.

Article 39 This policy shall be amended and interpreted by the board of directors of the

Company.

Article 40 This policy shall be implemented from the date of review and approval by the

general meeting, and the same shall apply when it is amended.

Zhejiang Sanhua Intelligent Controls Co., Ltd.

October 2025



ZHEJIANG SANHUA INTELLIGENT CONTROLS CO., LTD.
MANAGEMENT MEASURES OF RELATED-PARTY TRANSACTIONS

CHAPTER 1 GENERAL PROVISIONS

Article 1 In order to regulate the related-party transaction behaviors of Zhejiang Sanhua

Intelligent Controls Co., Ltd. (浙江三花智能控制股份有限公司) (the “Company”) and guarantee

the legality, fairness and rationality of related-party transactions between the Company and its

related parties, sufficiently guarantee the legal interest of shareholders, the medium and small

shareholders and the Company in particular, the Company has formulated these measures in

accordance with relevant requirements of the Company Law of the People’s Republic of China, the

Securities Law of the People’s Republic of China (the “Securities Law”), the Accounting

Standards for Enterprises No.36 – Disclosure of Related Parties, the Rules Governing the Listing

of Securities on the Shenzhen Stock Exchange (the “Securities Listing Rules”), the

Self-regulatory Guidelines for Listed Companies on the Shenzhen Stock Exchange No. 1 –

Guidelines on Standardized Operation of Listed Companies on Main Board (“Guidelines on the

Standardized Operation”), the Self-regulatory Guidelines for Listed Companies on the Shenzhen

Stock Exchange No. 7 – Transactions and Related Party Transactions, the Rules Governing the

Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the

“Hong Kong Listing Rules”) and other laws, regulations, rules and regulatory documents as well

as the Articles of Association.

Article 2 The related-party transactions means a transaction which involves the exchange

of resources or obligation between the Company or its holding subsidiaries and its related parties.

Under the rules of the Stock Exchange, the connected transactions refer to the transactions

conducted between the Company and its subsidiaries with connected persons, and specified

category transactions with third parties (as defined in Chapter 14A of the Hong Kong Listing

Rules), where such transactions may allow connected persons to gain benefits through their

interests in entities involved in the exchange.

Article 3 In these measures, the terms “related parties” and “related parties” as defined in

the Securities Listing Rules, and “connected persons” as defined in the Hong Kong Listing Rules,

shall collectively be referred to as “related parties”. The terms “related-party transactions” as

defined in the Securities Listing Rules and “connected transactions” as defined in the Hong Kong

Listing Rules shall collectively be referred to as “related-party transactions”.

Article 4 Internal controls of related-party transactions shall be in conformity with the

principles of honesty and trustworthiness, equality, voluntariness, fairness, openness and

impartiality, and shall not harm the interests of the Company and its shareholders.
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CHAPTER 2 RELATED PARTIES AND RELATED RELATIONSHIP

Article 5 Related parties of the Company shall include related legal persons and related
natural persons as defined under the Securities Listing Rules, and connected persons as defined
under Chapter 14A of the Hong Kong Listing Rules.

Article 6



Article 8 Under the Securities Listing Rules, legal persons or natural persons under any

of the following circumstances shall be regarded as related parties of the Company:

Legal persons (or other organizations), nature persons who satisfied or will satisfy one of

the circumstances as stated in Article 6 or Article 7 during the last 12 months or within the next 12

months pursuant to relevant agreements or arrangements.

Article 9 In accordance with the Hong Kong Listing Rules, a connected person of the

Company generally includes the following parties unless otherwise specified therein:

(I) A director, supervisor, chief executive or substantial shareholder of the Company or

any of its subsidiaries (i.e., person entitled to exercise or control the exercise of 10%

or more of the voting rights at the general meetings of the Company);

(II) Any person who has served as a director of the Company or any of its subsidiaries

within the past 12 months (together with persons referred to in item (I) of this article

as the “Basic Connected Person”);

(III) An associate of any Basic Connected Person, including:

1. If the Basic Connected Person is an individual

(1) His or her spouse; or any of his/her (or his/her spouse’s) children or

stepchildren (biological or adopted) under the age of 18 (each referred

to as an “Immediate Family Member”);

(2) Any trustee (the “Trustee”) acting in that capacity of a trust of which he

or any of his Immediate Family Member is a beneficiary (or, in the case

of a discretionary trust, is (to the best of his knowledge) a discretionary

object), provided that such trust is not an employee share scheme or

occupational pension scheme established for a wide scope of

participants and in which the connected person’s aggregate interests are

less than 30%; or

(3) A 30%-controlled company, directly or indirectly held (individually or

jointly) by him, his Immediate Family Member and/or the Trustee, or

any subsidiary of such a company; or

(4) Any person cohabiting with him as if they were spouses, or any of his

children, stepchildren, parents, stepparents, brothers, stepbrothers,

sisters, or stepsisters (each referred to as “family members”); or

(5) Any company directly or indirectly held (individually or jointly) by any

family member(s), or over which the family member(s), together with

the individual, his/her Immediate Family Member and/or the Trustee,

have majority control; or any subsidiary of such a company; or
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(6) If the individual, his/her Immediate Family Member and/or the Trustee

together directly or indirectly hold 30% or more (or such other

percentage as prescribed under PRC law that triggers a mandatory

general offer or confers legal or managerial control over an enterprise)

of the paid-up capital, assets, or entitlement to profits or other returns of

a co-operative or contractual joint venture (regardless of whether it is a

separate legal entity), then any joint venture partner of that joint

venture.

2. If the Basic Connected Person is a company

(1) Its subsidiaries or holding companies, or fellow subsidiaries of its

holding company;

(2) Any trustee (the “Trustee”) acting in that capacity of a trust of which the

company is a beneficiary (or, in the case of a discretionary trust, is (to

the best of its knowledge) a discretionary object); or

(3) Any 30%-controlled company directly or indirectly held (individually or

jointly) by the company, any company referred to in paragraph (1)

above, and/or the Trustee, or any subsidiary of such a 30%-controlled

company; or

(4) If the company, any of its subsidiaries, holding companies or fellow

subsidiaries of its holding company, and/or the Trustee together directly

or indirectly hold 30% or more (or such other percentage as prescribed

under PRC law that triggers a mandatory general offer or confers legal

or managerial control over an enterprise) of the paid-up capital, assets,

or contractual entitlements to profits or other returns of a co-operative or

contractual joint venture (regardless of whether it is a separate legal

entity), then any joint venture partner of that joint venture.

(IV) Connected subsidiaries, including:

1. A non-wholly-owned subsidiary of the Company where any connected

person(s) at the Company level can exercise, individually or jointly, 10% or



Article 10 Basic Connected Person under the Hong Kong Listing Rules do not include the

directors, chief executives, substantial shareholders or supervisors of non-major subsidiaries of the

Company. For this purpose:



CHAPTER 3 RELATED-PARTY TRANSACTIONS

Article 14 Where any of the following circumstances exists between the Company and its
related parties, it shall constitute related-party transactions under the Securities Listing Rules and
other relevant regulations of the Shenzhen Stock Exchange:

(I) Purchase of assets;

(II) Disposal of assets;

(III) External investment (including entrusted wealth management and investment in
subsidiaries);

(IV) Provision of financial assistance (including entrusted loans, etc.);

(V) Provision of guarantees (including guarantees for holding subsidiaries, etc.);

(VI) Leasing or letting of assets;

(VII) Entrusted or entrusted management of assets and businesses;

(VIII) Donation or receipt of assets;

(IX) Restructuring of creditor’s rights or debts;

(X) Transfer or acquisition of research and development projects;

(XI) Execution of license agreements;

(XII) Waiver of rights (including waiver of preemptive rights, rights of priority capital
contribution, etc.);

(XIII) Purchase of raw materials, fuel, or power;

(XIV) Sale of products or goods;

(XV) Provision or receipt of services;

(XVI) Commissioned or entrusted sales;

(XVII) Deposit and loan business;

(XVIII) Joint investment by related parties;

(XIX) Other matters that may result in the transfer of resources or obligations by agreement;

(XX) Other matters identified as related-party transactions by the Shenzhen Stock
Exchange.
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Article 15 Connected transactions under the Hong Kong Listing Rules refer to

transactions between the Company and its subsidiaries with connected persons, as well as

specified types of transactions with third parties where the connected person may, by virtue of their

interest in the entity involved in the transaction, obtain a benefit. These transactions may be

one-off or continuous in nature. The transactions mentioned above include both capital

transactions and revenue transactions, regardless of whether they are conducted in the ordinary and

usual course of business of the Company and its subsidiaries. They include the following

categories of transactions:

(I) The Company or its subsidiaries acquires or disposes of assets, including deemed

disposals;

(II) The Company or its subsidiaries grants, accepts, exercises, transfers, or terminates an

option to acquire or dispose of assets, or to subscribe for securities (provided that the

termination of an option under the original terms of the agreement, where the

Company and its subsidiaries have no discretion over the termination, shall not

constitute a transaction); or the Company or its subsidiaries decides not to exercise an

option to acquire or dispose of assets, or to subscribe for securities;

(III) Entering into or terminating finance leases, operating leases, or subleases;

(IV) Providing compensation guarantees, or providing or accepting financial assistance.

Financial assistance includes granting credit, lending money, or providing

compensation guarantees, guarantees, or pledges for loans;

(V) Entering into agreements or arrangements to establish any form of joint venture (such

as a partnership or incorporated entity), or any other form of joint venture

arrangement;

(VI) Issuing new securities of the Company or its subsidiaries, sale or transfer of treasury

shares, including underwriting or sub-underwriting such securities;

(VII) Providing, receiving, or sharing services; or

(VIII) Purchasing or supplying raw materials, semi-finished products, and/or finished

goods.
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Article 16 Related-party transactions of the Company shall follow the following basic

principles:

(I) Related-party transactions between the Company and related parties shall be entered

into by written agreements specifying the rights, obligations and liabilities of both

parties to the transactions. The entering into of such agreements shall follow the

principles of equality, voluntariness, equivalence and compensation;

(II) Principles of impartiality, fairness and openness. The price or fees for related-party

transactions should not deviate from the independent market standard in principle.

For related-party transactions that are difficult to compare market prices or with price

restrictions, the standards for costs and profits should be clearly defined through

contracts; the Company should fully disclose the basis for the pricing of the

related-party transactions;

(III) Related shareholders shall abstain from voting at the general meeting in considering

related-party transactions related to them;

(IV) Any director with any interest shall abstain from voting on the said matter when

voting by the board of directors;

(V) The board of directors of the Company should judge whether related-party

transactions are beneficial to the Company based on objective standards, and if

necessary, hire professional assessors or financial advisors.

Article 17 When determining the price of related-party transactions, the principles of

fairness, impartiality, openness and equivalence and compensation shall be observed, and such

prices shall be established by means of a written agreement.

Article 18 The Company shall take effective measures to prevent shareholders and its

related parties from occupying or transferring the Company’s funds, assets and other resources in

various manners.
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CHAPTER 4 DECISION-MAKING PROCEDURES

FOR RELATED-PARTY TRANSACTIONS

Article 19 During the course of business operations, where the Company and relevant

functional departments encounter circumstances requiring related-party transactions with related

parties as stipulated in these measures, they shall convene relevant personnel (including but not

limited to the board of directors’ office, legal department, etc.) in advance to conduct thematic

study. Such study shall involve a preliminary assessment of the necessity, reasonableness, and

fairness of pricing of the related-party transactions to be conducted in accordance with the

provisions of these measures. Where the preliminary assessment deems that the related-party

transactions must occur, and the relevant departments shall report the details of the relevant

related-party transactions to the Company’s chairman in the form of a report. This report shall

include the following information:

(I) Name and addresses of the related parties;

(II) Specific details of the related-party transactions and the transaction amount;

(III) Principle on which to determine the related-party transactions and the basis of price

determination;

(IV) Other matters that need to be recorded.

Article 20 Upon receipt of the chairman’s approval report, the Company and relevant

functional departments shall promptly forward a copy of the report to the board of directors’

office.

Article 21 Upon receipt of the chairman’s approval report, having considered the actual

circumstances of the report, the board of directors’ office of the Company shall determine whether

it is necessary to issue a notice convening a board meeting to all directors.

Article 22 When the board of directors is considering the matters related to related-party

transactions, the directors shall make a clear judgment on the necessity, fairness, true intention of

the related-party transactions and the impact of the related-party transactions on the Company, pay

special attention to the pricing policy and pricing basis of the transactions, including the fairness

of the appraised value, the relationship between the transaction price and the book value or

appraised value of the subject matters of the transactions, etc., strictly comply with the withdrawal

system for related directors, and prevent the use of related-party transactions to control profits,

transfer benefits to related parties and damage the legitimate rights and interests of the Company

and minority shareholders.
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Article 23 When the Company signs a contract, agreement or other arrangements in

respect of related-party transactions with the related parties, it shall take the necessary

precautions:

(I) Any person shall only sign the agreement on behalf of one party thereof;

(II) Any related party shall not interfere with the Company’s decision in any manner;

(III) When the board of directors considers the matters related to related-party

transactions, the related directors shall avoid the voting and is unable to exercise the

voting right on behalf of the other directors, and their voting rights shall not be

counted towards the total voting rights. Related directors include the following

directors or those directors under one of the following circumstances:

1. A counterparty;

2. Any individual who serves at the counterparty, or serves at a legal person (or

other organization) that directly or indirectly controls the counterparty, or

serves at a legal person (or other organization) is directly or indirectly

controlled by the counterparty;

3. Directly or indirectly controls the counterparty;

4. A family member who is closely related to the counterparty or its direct or

indirect controller;

5. A family member who is closely related to the director, supervisor and senior

management of the counterparty or its direct or indirect controller;

6. A director whose independent business judgment may be affected for any other

reason as identified by the CSRC, the Shenzhen Stock Exchange, the Hong

Kong Stock Exchange or the Company.

(IV) When the general meeting deliberates on the matters related to related-party

transactions, the related shareholders shall abstain from voting and shall not act as

proxies for other shareholders to exercise voting rights. The related shareholders

includes shareholders who meet any of the following circumstances:

1. A counterparty;

2. Directly or indirectly controls the counterparty;

3. Directly or indirectly controlled by the counterparty;

4. Directly or indirectly controlled by the same legal person (or other

organization) or natural person with the counterparty;
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5. Serves in the counterparty, or serves in a legal entity or other organization that

directly or indirectly controls the counterparty or a legal entity or other

organization directly or indirectly controlled by the counterparty (in case of

natural person shareholder);

6. A family member who is closely related to the counterparty or its direct or

indirect controller;

7. Has its voting rights restricted or affected by the existence of an unfulfilled

equity transfer agreement or other agreement with the counterparty or its

related parties;

8. Shareholders identified by the CSRC, the Shenzhen Stock Exchange or the

Hong Kong Stock Exchange which may cause the Company to tilt interests

towards them.

Article 24 Unless exempted by the securities regulatory rules of the places where the

Company’s shares are listed, the Company shall not provide financial assistance to related parties.

However, this does not include providing financial assistance to affiliated associates (excluding

entities controlled by the Company’s controlling shareholders or de facto controllers) when the

other shareholders of such associates provide equivalent financial assistance according to their

capital contribution ratios.

When providing financial assistance by the Company to affiliated associates as stipulated in

the previous paragraph, in addition to approval by more than half of all non-related directors, it

must also be approved by more than two-thirds of the non-related directors attending the board

meetings and submitted to the general meeting for review.

Article 25 When the board of directors of the Company reviews the matters related to

related-party transactions, related directors shall abstain from voting and shall not exercise voting

rights on behalf of other directors. The board meetings can be held if attended by more than half of

non-related directors, and resolutions made at such meetings must be passed by more than half of

all non-related directors. If fewer than three non-related directors are attending the board

meetings, the Company shall submit such transaction to the general meeting for review.

Article 26 When the general meeting reviews the matters related to related-party

transactions, related shareholders shall not participate in voting, and the shares with voting rights

they represent shall not be included in the total number of voting shares. The resolution of the

general meeting shall indicate the voting situation of non-related shareholders.

If related shareholders explicitly indicate that he will avoid the voting, the other

shareholders present at the general meeting shall consider and vote on the relevant related-party

transactions, and the voting results shall have the same legal effect as other resolutions passed at

the general meeting. If the shareholders of the voting matters are all related shareholders, all

shareholders can participate in the voting, and the resolution of the general meeting shall be

formed accordingly.
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Article 27 Decision-making authority for related-party transactions under the Securities
Listing Rules:

(I) The related-party transactions between the Company and related natural persons with
a transaction amount of over RMB0.3 million shall be approved by the board of
directors of the Company.

(II) The related-party transactions between the Company and related legal persons with a
transaction amount of over RMB3 million accounting for more than 0.5% of the
absolute value of the audited net assets of the Company in the latest period shall be
approved by the board of directors of the Company.

(III) Where the related-party transactions between the Company and the related parties
meet any one of the following criteria, they shall be submitted to the general meeting
for deliberation after approval by the board of directors:

1. The major related-party transactions between the Company and the related
parties with a transaction amount of over RMB30 million accounting for more
than 5% of the absolute value of the audited net assets of the Company in the
latest period shall be promptly disclosed and submitted to the general meeting
for deliberation. An audit report or valuation report meeting the requirements
of the Securities Listing Rules shall also be disclosed. Routine related-party
transactions as stipulated in items (XIII) to (XVII) of Article 14 of these
measures may be exempted from audit or valuation.

2. Pursuant to Article 25 of these measures, if the number of directors is less than
the minimum required after the related directors refrain from the meeting, such
related-party transactions shall be deliberated and decided by the general
meeting of the Company.

When the Company provides guarantee to a related party, in addition to being required to be
considered and approved by exceeding half of all non-related directors, requires also the
consideration and the approval of more than two thirds of the non-related directors present at the
board meetings with passing of a resolution, which shall be submitted to the general meetings for
consideration. When the Company provides guarantee to the controlling shareholder, the de facto
controller and their related parties, they shall provide counter guarantee.

Other related-party transactions required by laws, regulations, or the CSRC and Shenzhen
Stock Exchange to be submitted to the general meeting for deliberation. Related-party transactions
falling outside the approval scope of the board of directors or general meeting shall be approved by
the Company’s chairman. No other management personnel of the Company shall have the authority
to approve the related-party transactions.

For connected transactions as defined by the Hong Kong Stock Exchange, the Company
shall, in accordance with the classification of connected transactions set out in the Hong Kong
Listing Rules – namely, fully exempt, partially exempt, or non-exempt connected transactions –



Article 28 Under the Securities Listing Rules, the Company shall apply the provisions of
Article 29 of these measures to the following transactions based on the principle of cumulative
calculation over a consecutive 12-month period:

(I) Transactions with the same related party. The same related party includes other
related parties that are controlled by the same de facto controller, or that have an
equity control relationship with each other.

(II) Transactions with different related parties for the same subject matter of the
transactions.

Article 29 According to the Hong Kong Listing Rules, where a series of connected
transactions are all conducted or completed within the same twelve-month period, or where the
transactions are interrelated, such transactions shall be aggregated and treated as a single
transaction. The Company must comply with the connected transactions requirements applicable
to the aggregated transaction category. If the connected transactions constitute a series of asset
acquisitions, and the aggregation of such acquisitions would constitute a reverse takeover, the
aggregation period shall be twenty-four months. When determining whether connected
transactions should be aggregated, the following factors shall be considered:

(I) Whether the transactions are conducted between the Company and the same party, or
with parties who are connected with each other;

(II) Whether the transactions involve the acquisition or disposal of components of a
particular asset, or securities or interests in a company (or a group of companies); or

(III) Whether the transactions, in aggregate, would result in the Company engaging
substantially in a new line of business.

Article 30 If relevant obligations are completed in accordance with these measures, the
transactions will not be included in the calculation of the total amount.

Article 31 In considering the related-party transactions, the board of directors shall at
least examine the following documents:

(I) Background of the related-party transaction.

(II) Main qualification certificate of the related parties (business license of a legal person
or certificate of identity of a natural person).

(III) Agreements, contracts or any other written arrangements relevant to the related-party
transactions.

(IV) Documents and materials taken as references for pricing of related-party transactions.

(V) Impact of the related-party transactions on the legal interests of Company and
non-related shareholders.

(VI) Reports of intermediate institutions, if any.

(VII) Other materials as required by the board of directors.
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Article 32 The general meeting, the board of directors and the chairman of the board of

directors shall, in accordance with the provisions of the Articles of Association and relevant rules

of procedure, deliberate and vote on the related-party transactions of the Company within their

respective authorities, and abide by the relevant requirements of the recusal system.

Article 33 Related-party transactions that have not been approved or confirmed in

accordance with the procedures as specified in the Articles of Association and these measures shall

not be carried out; the Company shall have the right to terminate any related-party transactions that

have been carried out but not approved or confirmed.

Article 34 The content of agreements on daily related-party transactions shall at least

contain major terms such as pricing principle and basis, the consideration of transactions, total

transaction volume or its clear and specific determination methods and the timing and method of

payment.

Article 35 As for the following transactions entered into between the Company and

related parties, relevant obligations may be exempted from being fulfilled in the manner for

related-party transactions stipulated in these measures subject to the listing rules of the places

where the Company’s shares are listed:

(I) One party subscribes for the shares, corporate bonds or enterprise bonds, convertible

corporate bonds or other derivative products issued by the other party to unspecified

objects in cash, provided that this does not apply where the pre-determined issuance

objects include related parties;

(II) One party acts as a member of the underwriting syndicate to underwrite the shares,

corporate bonds or enterprise bonds, convertible corporate bonds or other derivative

products issued by the other party to unspecified objects;

(III) One party receives dividends, bonuses or remuneration based on another party’s

general meeting resolution;

(IV) The Company provides products and services to related natural persons specified in

item (II) to item (IV) of Article 6 of these measures, under the same transaction

conditions as non-related parties;

(V) Other transactions identified by laws and regulations or competent authorities.
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CHAPTER 5 DISCLOSURE OF RELATED-PARTY TRANSACTIONS

Article 36 The Company’s disclosure of related-party transactions shall be carried out in

accordance with the information disclosure content and format standards stipulated in normative

documents issued by the CSRC, the Shenzhen Stock Exchange and the Hong Kong Stock

Exchange, and the relevant documents shall be submitted.

Article 37 Unless exempted by the securities regulatory rules of the places where the

Company’s shares are listed, the Company shall disclose matters such as the entering into,

modification, termination and performance of written agreements on related-party transactions

between the Company and related parties.

Article 38 Unless exempted by the securities regulatory rules of the places where the

Company’s shares are listed, the Company should disclose the related-party transactions with

related natural persons with a transaction amount of over RMB0.3 million in a timely manner. The

Company shall not, directly or through its subsidiaries, provide borrowings to directors or senior

management.

Article 39 Unless exempted by the securities regulatory rules of the places where the

Company’s shares are listed, the Company should disclose the related-party transactions with

related legal persons with a transaction amount of over RMB3 million and accounting for more

than 0.5% of the absolute value of the Company’s latest audited net assets in a timely manner.

Article 40 When the Company discloses a related-party transaction, it shall submit the

following documents to the Shenzhen Stock Exchange:

(I) Draft announcements;

(II) Agreements or letters of intent related to the transaction; resolutions of the board of

directors and draft announcements of the resolutions; approvals from relevant

authorities involved in the transaction (if applicable); professional reports issued by

intermediary agencies;

(III) Consideration and resolution of the special meeting of independent non-executive

directors;

(IV) Opinions of the independent non-executive directors;

(V) Other documents required by the Shenzhen Stock Exchange.

Article 41 The Company shall disclose relevant details of a related-party transaction

based on the type of the related-party transaction, including the counterparty, subject of the

transaction, description of the connected relationship among the parties to the transaction and the

basic information of related parties, principal terms of the transaction agreement, transaction

pricing and its basis, approval documents from relevant authorities (if any) and opinions of

intermediary agencies (if applicable).
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Article 42 For non-wholly-exempt continuing connected transactions as defined under the

Hong Kong Listing Rules by the Hong Kong Stock Exchange, the following requirements shall be

observed:

(I) The Company shall enter into a written agreement with the connected persons for

each connected transaction, and the terms of such agreement shall reflect normal

commercial terms and specify the pricing basis;

(II) The term of the agreement shall be fixed and shall not exceed three years generally.

Where the term must exceed three years due to the nature of the transaction, a written

confirmation opinion must be obtained from the financial adviser;

(III) A transaction cap shall be set for the transaction volume for each year during the term

of the agreement; and

(IV) The procedures for reporting, announcement, (if applicable) independent

shareholders’ approval and annual review shall be performed.

CHAPTER 6 SUPPLEMENTARY PROVISIONS

Article 43 Matters not covered herein shall be implemented in accordance with relevant

requirements of laws, administrative regulations, normative documents, securities regulatory rules

of the places where the Company’s shares are listed and the Articles of Association. In case of any

conflict or inconsistency of these measures with the laws, regulations, normative documents and

securities regulatory rules of the places where the Company’s shares are listed then in force as well

as the Articles of Association, the latter shall prevail.

Article 44 These measures shall be amended and interpreted by the board of directors of

the Company.

Article 45 These measures shall be implemented from the date of review and approval by

the general meeting, and the same shall apply when they are amended.

Zhejiang Sanhua Intelligent Controls Co., Ltd.

October 2025
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ZHEJIANG SANHUA INTELLIGENT CONTROLS CO., LTD.
MANAGEMENT RULES FOR THE PROCEEDS

CHAPTER 1 GENERAL PROVISIONS

Article 1 In order to standardize the management and use of the proceeds raised by
Zhejiang Sanhua Intelligent Controls Co., Ltd. (浙江三花智能控制股份有限公司) (the
“Company”), and protect the rights and interests of investors, the Company has hereby formulated
these rules in accordance with the requirements of the Company Law of the People’s Republic of
China (the “Company Law”), the Securities Law of the People’s Republic of China (the
“Securities Law”), the Rules on the Regulation of Proceeds Raised by Listed Companies, the
Rules Governing the Listing of Securities on the Shenzhen Stock Exchange (the “Securities
Listing Rules”), and the Self-regulatory Guidelines for the Companies Listed on the Shenzhen
Stock Exchange No. 1 – Standardized Operation of the Companies Listed on the Main Board and
other relevant laws, regulations and normative documents, and in combination with the actual
situation of the Company.

Article 2 For the purpose of these rules, the term “proceeds” refers to the proceeds raised

by the Company through the issuance of stocks or other equity securities to investors for specified

purposes, excluding any proceeds raised by the Company for implementing equity incentive plans.

For the purpose of these rules, the term “over-raised proceeds” refers to the portion of net

actual proceeds in excess of the amount of proceeds planned to be raised.

Article 3 The board of directors of the Company shall be responsible for establishing and

improving the management rules for the proceeds and ensuring effective implementation of such

rules. The management rules for the proceeds shall clearly stipulate provisions regarding the

special account deposit, management, use, change of purpose and supervision of the proceeds, as

well as the application, hierarchical approval authority, decision-making procedures, risk control

measures, information disclosure procedures and accountability for the use of proceeds.

Article 4 Where the proceeds-funded projects are carried out by the Company’s

subsidiaries or other entities under the control of the Company, the Company shall ensure that such

subsidiaries and entities observe the provisions herein.

CHAPTER 2 DEPOSIT OF THE PROCEEDS

Article 5 The Company shall prudently select a commercial bank and open a special

account for the proceeds (the “Special Account”). The proceeds shall be placed in the Special

Account as approved by the board of directors for central management and use, and the Special

Account shall not keep funds other than the proceeds or be used for other purposes.

Where the Company conducts financing twice or above, the Company shall set up Special

Accounts for the proceeds separately.

The over-raised proceeds shall also be deposited and managed in the Special Account for the

proceeds.
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Article 6 The Company shall, at the latest, within one month after the proceeds are put in
place, sign a tripartite supervision and administration agreement (the “Tripartite Agreement”)
with the sponsor institution or independent financial adviser and the commercial bank in which the
proceeds are deposited. Upon execution of the Tripartite Agreement, the Company may utilize the
proceeds. The Tripartite Agreement shall at least include the following:

(I) the Company shall place the proceeds into the Special Account;

(II) the Special Account number for proceeds, the project for proceeds related to the
Special Account, and the amount of the deposit;

(III) where the cumulative amount drawn by the Company from the Special Account at one
time or in twelve months exceeds RMB50 million or 20% of the net proceeds, the
Company and the commercial bank shall notify the sponsor institution or independent
financial adviser in a timely manner;

(IV) the commercial bank shall issue the bank reconciliation statements to the Company
on a monthly basis, and copy the same to the sponsor institution or independent
financial adviser;



CHAPTER 3 USE OF THE PROCEEDS

Article 7 In principle, the proceeds shall be used for the listed company’s principal
businesses. Except for financial enterprises, the proceeds shall not be used to make any risky
investment such as securities or derivative trading or provide financial support to others and may
not be invested directly or indirectly in companies whose principal activity is the trading of
marketable securities.

The Company shall not use the proceeds for pledged and entrusted loans, or any other
investment that changes the use of proceeds in disguised form.

Article 8 The Company shall ensure the authenticity and fairness of the use of proceeds,
prevent any appropriation or embezzlement of the proceeds by controlling shareholders, de facto
controllers and other related parties, and take effective measures to prevent related parties from
taking advantage of the proceeds-funded projects to gain improper benefits.

Article 9 If the Company discovers that the controlling shareholders, de facto controllers
and other related parties have misappropriated the proceeds, it shall promptly recover the
misappropriated proceeds and disclose the reasons for the misappropriation, the impact on the
Company, the repayment and rectification plan and the progress of the rectification. The board of
directors shall pursue the legal liability of the relevant parties in accordance with the law.

Article 10 When investing in proceeds-funded projects, the Company must strictly adhere
to the provisions of the fund management system and these rules, and complete the approval
procedures. In respect of all fund expenditures for the proceeds-funded projects, the department to
use the proceeds shall first propose a plan on use of proceeds. After the department head signs on
the plan, the plan shall be submitted to the chief financial officer for review and to the chairman for
signature before payment; in case it is beyond the scope of authority of the chairman, the plan shall
be submitted to the board of directors for approval.

Article 11 When making payments for the proceeds-funded projects, the Company shall
make sure that the payment amount, payment time, payment methods and recipient are reasonable
and legal, and provide relevant evidential information for filing and inquiry.

Article 12 Where any of the following circumstances occur to a proceeds-funded project,
the Company shall re-evaluate the feasibility and expected returns of the project in a timely
manner, and decide whether or not to continue the implementation of the project:

(I) where the market environment for the proceeds-funded project has undergone
material changes;

(II) where the proceeds-funded project has been standing idle for over one year after
receipt of the raised proceeds;

(III) where the deadline of the latest investment plan of the proceeds has expired and the
amount of invested proceeds fails to reach 50% of the amount as set out in the relevant
plan;

(IV) where other abnormal situations occur in the proceeds-funded project.
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If the Company encounters any of the circumstances set forth in the preceding paragraph, it
shall make a timely disclosure. The Company shall disclose in its most recent periodic report the
progress of the project, the reasons for the abnormalities, and the details of any re-evaluation
conducted during the reporting period. If an adjustment to the investment plan of the proceeds is
required, the adjusted investment plan of the proceeds shall be disclosed simultaneously.

Article 13 Where a proceeds-funded project is expected to fail to be completed within the
originally scheduled timeframe and the Company intends to postpone its implementation, such



If the surplus funds (including interest income) equal to or exceed 10% of the net proceeds
allocated to the project, their use shall also be submitted to the general meeting for review and
approval.

If the surplus funds (including interest income) are less than RMB5 million or less than 1%
of the project’s net proceeds, the above procedures may be exempted, but the usage shall be
disclosed in the annual report.

Article 16 If the Company replaces self-raised funds that have been pre-invested in
proceeds-funded projects with the proceeds, it shall be reviewed and approved by the Company’s



(III) the amount and term of the cash management, whether there is any disguised change

in the intended use of the proceeds, and the measures adopted to guarantee the normal

implementation of the proceeds-funded projects;

(IV) the income distribution method of the cash management products, the investment

scope, the safety analysis provided by the issuing entity of the products, and the risk

control measures taken by the Company to ensure the safety of the funds;

(V) opinions from the sponsor or independent financial advisor.

The Company shall promptly disclose a risk warning announcement, when major risk

situations occur, such as deterioration of the financial condition of the product issuer or potential

losses in the cash management products, and explain the risk control measures the Company has

taken to ensure the safety of the funds.

Article 19 When the Company uses idle proceeds to temporarily supplement working

capital, it shall be carried out through the Special Account for the proceeds and shall be limited to

production and business activities related to the main businesses, and shall meet the following

conditions:

(I) it shall not change the use of proceeds in disguised form or affect the normal progress

of the fundraising investment plan;

(II) previously used proceeds for temporarily supplementing working capital have been

repaid;

(III) the duration for each temporary working capital supplementation shall not exceed 12

months;

(IV) idle proceeds shall not be used directly or indirectly for high-risk investments such as

securities investment, derivatives trading, etc.

Article 20 When the Company uses idle proceeds to temporarily supplement working

capital, it shall promptly disclose the following information upon review and approval by the board

of directors:

(I) the basic information on the proceeds, including the date of receipt of such proceeds,

the amount of proceeds, net proceeds and investment plan;

(II) the usage of proceeds;

(III) the amount and duration of idle proceeds used to supplement working capital;

(IV) the estimated savings in financial expenses from using idle proceeds to supplement

working capital, the reasons for insufficient working capital, whether there is any

disguised change in the intended use of proceeds, and the measures adopted to

guarantee the normal implementation of the proceeds-funded projects;
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(V) opinions from the sponsor or independent financial advisor;

(VI) any other content required by the Shenzhen Stock Exchange.

Before the due date for the supplementary working capital, the Company shall return the

funds to the Special Account for the proceeds and make a timely announcement after all the funds

have been returned. If the Company expects to be unable to return such portion of funds to the

Special Account for the proceeds on schedule, it shall, prior to the due date, fulfill the review

procedures as required in the preceding paragraph and make a timely announcement. The

announcement shall include the use of funds, reasons for the failure to return the funds, reasons for

the continued use of the funds to replenish working capital, and the duration of such use.

Article 21 The Company shall use the over-raised proceeds in a planned manner according

to its actual production and operation needs in the following order, after submitting to the board of

directors or general meeting for review and approval:

(I) to supplement the funding gap of proceeds-funded projects;

(II) to temporarily supplement working capital;

(III) to conduct cash management.

Article 22 The Company shall, based on its development plan and actual operational

needs, properly arrange the use plan for over-raised proceeds. The over-raised proceeds shall be

used for projects under construction and new projects, as well as for the repurchase and lawful

cancellation of the Company’s shares. The Company shall, at the latest, determine the specific use

plan for over-raised proceeds at the time of the overall conclusion of the same batch of

proceeds-funded projects, and shall allocate and utilize the funds according to the plan.

Where the Company uses over-raised proceeds to invest in projects under construction and

new projects, it shall fully disclose such information as the construction plan of the relevant

projects, the necessity and reasonableness of the investment, the investment period and the rate of

return. If the projects involve related-party transactions, asset acquisitions, external investments,

or similar, the Company shall also perform the review procedures and information disclosure

obligations in accordance with Chapter 6 of the Securities Listing Rules and other provisions.

Where it is indeed necessary to use temporarily idle over-raised proceeds for cash

management or to temporarily supplement working capital, the necessity and reasonableness of

such use shall be explained. If the Company uses temporarily idle over-raised proceeds for cash

management or to temporarily supplement working capital, the amount, duration and other

relevant matters shall be subject to review and approval by the board of directors, and the sponsor

institution shall issue clear opinions. The Company shall promptly disclose the relevant

information.

The Company shall explain the use of over-raised proceeds and the usage plan for the

following year in the annual special report on the deposit, management, and use of proceeds.
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CHAPTER 4 CHANGE OF PROCEEDS-FUNDED PROJECTS

Article 23 The following circumstances are considered as changes in the use of proceeds:

(I) cancellation or termination of the original proceeds-funded projects and

implementation of new projects or permanent replenishment of working capital;

(II) change of the implementing entities for the proceeds-funded projects (except for

changes within the listed company and its wholly-owned subsidiaries);

(III) change in the implementation method of the proceeds-funded projects;

(IV) other situations recognized by the China Securities Regulatory Committee and

Shenzhen Stock Exchange.

If there are any circumstances specified in item I of the preceding paragraph, the sponsor

shall specify in detail the main reasons for the changes in the proceeds-funded projects and the

rationality of the previous sponsorship opinions in conjunction with the previously disclosed

relevant documents on the proceeds.

Where the Company uses the proceeds for cash management, temporary replenishment of

working capital, or uses the over-raised proceeds, in a manner that exceeds the amount, duration or

purpose determined through review procedures of the board of directors or the general meeting,

and the circumstances are serious, it shall be deemed an unauthorized change in the use of

proceeds.

Article 24 The board of directors of the Company shall scientifically and prudently select

new investment projects, conduct feasibility analyses on new investment projects, and ensure that

the investment projects have good market prospects and profitability, can effectively mitigate

investment risks, and improve the utilization efficiency of proceeds.

Article 25 If the Company proposes to change the implementation of a proceeds-funded

project to a joint venture model, it shall, on the basis of fully understanding the fundamental

circumstances of the joint venture partner, carefully assess the necessity of the joint venture. The

Company shall remain the controlling shareholder in the joint venture to ensure effective control

over the proceeds-funded project.

Article 26 If the Company changes the use of proceeds for the acquisition of assets

(including equity) from the controlling shareholders and de facto controllers, it shall ensure that

after the acquisition, there will be effective measures to avoid competition in the same industry and

reduce related-party transactions.

Article 27 If the Company changes the implementation location of a proceeds-funded

project, it shall make an announcement within two trading days after review and approval by the

board of directors, explaining the changes, reasons, impact on the implementation of the

proceeds-funded project, and the opinions issued by the sponsor institution or independent

financial advisor.
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Article 28 Before the completion of all the proceeds-funded projects of the listed

company, if surplus proceeds arise due to project termination and part of the proceeds are planned

to be used for permanent working capital replenishment, the following requirements shall be met:

(I) the proceeds have been received for over one year;

(II) it shall not affect the implementation of other proceeds-funded projects;

(III) the approval procedures and information disclosure obligations shall be fulfilled

according to the requirements for the change in the use of proceeds.

CHAPTER 5 MANAGEMENT AND SUPERVISION OF THE PROCEEDS

Article 29 The listed company’s accounting department shall establish a ledger to record

in detail the expenditure and investment status of the proceeds.

The internal audit department of the Company shall inspect the deposit, management and

use of proceeds at least once quarterly and report the inspection results to the audit committee in a

timely manner. If the audit committee finds that the Company’s management of proceeds

materially violates regulations, presents significant risks, or the internal audit department fails to

submit the inspection report as required, it should promptly report to the board of directors. The

board of directors shall report to the Shenzhen Stock Exchange and make an announcement within

two trading days upon receiving the report.

Article 30 The board of directors of the Company shall continuously monitor the actual

deposit, management and use of the proceeds, conduct a comprehensive review of the progress of

the proceeds-fund projects on a semi-annual basis, issue special semi-annual and annual reports on

the deposit and use of the proceeds, and engage an accounting firm to issue a verification report on

the annual deposit, management and use of the proceeds. The relevant special reports shall include

the basic information of the proceeds and the deposit, management and use of such proceeds as

required by the Shenzhen Stock Exchange. The Company shall disclose the verification report

issued by the accounting firm together with its periodic reports through qualified media channels.

Article 31 If there is a discrepancy between the actual investment progress of the

proceeds-fund projects and the investment plan, the Company shall explain the specific reasons. If

the difference between the actual usage of proceeds for the proceeds-fund projects in the year and

the estimated usage amount in the latest disclosed fundraising investment plan exceeds 30%, the

Company shall adjust the fundraising investment plan and disclose the following in the special

report on the deposit, management and usage of proceeds and the periodic report: the latest annual

fundraising investment plan, the current actual investment progress, the adjusted estimated annual

investment plan, and the reasons for the changes in the investment plan. The Company shall

cooperate with the ongoing supervision conducted by the sponsor or independent financial advisor,

as well as the audit work performed by the accounting firm, and shall promptly provide or apply to

the bank for the provision of necessary information related to the deposit, management and use of

the proceeds.
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Article 32 The certified public accountant shall reasonably verify whether the special

report of the board of directors has been prepared in accordance with the relevant format

guidelines and whether it truthfully reflects the actual deposit, management and usage of the

annual proceeds, and provide a verification conclusion.

If the verification conclusion is “qualified opinion”, “negative opinion”, or “unable to form

an opinion”, the board of directors of the Company shall analyze the reasons for the conclusion

raised by the certified public accountant in the verification report, propose corrective measures,

and disclose them in the annual report.

Article 33 If the sponsor institution or independent financial advisor discovers any

irregularities in the deposit, management, or use of the listed company’s proceeds, it shall

promptly conduct an on-site inspection and report to the Shenzhen Stock Exchange in a timely

manner. The sponsor or independent financial advisor shall conduct an on-site inspection of the

listed company’s deposit, management and use of proceeds at least once every six months. At the

end of each fiscal year, the sponsor institution or independent financial advisor shall issue a special

verification report on the Company’s annual deposit, management and use of proceeds and disclose

the same.

If the accounting firm issues a “qualified opinion”, “negative opinion”, or “unable to form

an opinion” in the verification conclusion on the deposit, management and use of proceeds of the

Company, the sponsor institution or independent financial advisor shall carefully analyze the

reasons for the above conclusions in their verification report and provide clear verification

opinions.



Article 36 These rules shall be interpreted and amended by the board of directors of the

Company.

Article 37 These rules shall be implemented from the date of review and approval by the

board of directors, and the same shall apply when they are amended.

Zhejiang Sanhua Intelligent Controls Co., Ltd.

October 2025

APPENDIX IV MANAGEMENT RULES FOR THE PROCEEDS

– IV-11 –



ZHEJIANG SANHUA INTELLIGENT CONTROLS CO., LTD.
ONLINE VOTING MANAGEMENT SYSTEM OF THE GENERAL MEETING

CHAPTER 1 GENERAL PROVISIONS

Article 1 In order to regulate the online voting of general meeting of Zhejiang Sanhua

Intelligent Controls Co., Ltd. (浙江三花智能控制股份有限公司) (the “Company”), facilitate the

exercise of voting rights by the Company’s shareholders, and protect the legitimate rights and

interests of investors, the Company has hereby formulated this system in accordance with

provisions of laws, regulations and normative documents including the Company Law of the

People’s Republic of China, the Rules of General Meeting of Listed Companies, the Rules

Governing the Listing of Securities on the Shenzhen Stock Exchange, the Implementation Rules

for Online Voting at General Meetings of Listed Companies on the Shenzhen Stock Exchange and

the Articles of Association.

Article 2 This system shall apply to the provision of online voting services for general

meetings by the Company to its shareholders through the online voting system for the general

meeting on the Shenzhen Stock Exchange (the “Shenzhen Stock Exchange”).

The general meeting online voting system herein (the “Online Voting System”) is the

information technology system adopted by the Shenzhen Stock Exchange, based on the network

and communication technology, to provide services that allow shareholders of the Company to

exercise their voting rights at the general meetings.

The Online Voting System includes the trading system of the Shenzhen Stock Exchange and

the online voting system (website: http://wltp.cninfo.com.cn).

The Company may choose to use the on-site voting auxiliary system to collect and

summarize on-site voting data, and entrust Shenzhen Securities Information Co., Ltd. (the

“Information Company”) to consolidate statistics on online voting and on-site voting.

Article 3 When convening a general meeting, the Company shall, besides the physical

meeting, provide shareholders with the online voting services. The general meetings of the

Company shall have their physical meeting convened on a trading day of Shenzhen Stock

Exchange.

Article 4 With respect to general meeting convened by shareholders on their own initiative

and in the event the Company’s board of directors fails to cooperate, the convener of the general

meeting may handle matters related to online voting in accordance with the provisions of this

system. All shareholders registered on the record date of the shareholders’ meeting are entitled to

exercise their voting rights through the Online Voting System.

Article 5 The Information Company authorized by Shenzhen Stock Exchange accepts an

entrustment from a company to provide online voting services for the general meeting. If a

company provides online voting services to shareholders through the Online Voting System of

Shenzhen Stock Exchange, it shall sign a service agreement with the Information Company.
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CHAPTER 2 PREPARATION FOR ONLINE VOTING

Article 6 In the notice for the general meeting, the Company shall provide clear

explanations for the voting code, the voting abbreviation, time of voting, proposal of voting, type

of proposal, voting methods and other relevant matters of online voting.

Article 7 In the event the Company convenes a general meeting to conduct online voting

through the Shenzhen Stock Exchange, it shall apply for the opening of online voting services in

the Online Voting System on the next trading day following the date of the notice of the general

meeting, and enter voting information into the system, including the basic information of the



Article 14 According to the provisions of the relevant rules, the following holders or
nominal holders of the aggregate accounts who need to solicit opinions on voting from the
principals or the actual holders before executing the voting rights, shall vote through the Online
Voting System after soliciting opinions and may not vote through the trading system:

(I) the securities companies that hold the securities accounts secured by the credit
transactions of the clients of securities margin trading;

(II) the securities companies that hold the special securities accounts for agreed
repurchase transactions;

(III) China Securities Finance Corporation Limited that holds the securities accounts
secured by refinancing;

(IV) qualified foreign institutional investor (QFII);

(V) the foreign agents of B shares;

(VI) Hong Kong Securities Clearing Company Limited (the “HKSCC”) that holds stocks
of Shenzhen-Hong Kong Stock Connect;

(VII) the holders or nominal holders of other aggregate accounts identified by the China
Securities Regulatory Committee or the Shenzhen Stock Exchange.

The relevant matters on the participation in the online voting of the general meetings of the
listed companies in Shenzhen-Hong Kong Stock Connect by HKSCC shall be separately stipulated
by the Shenzhen Stock Exchange.

CHAPTER 5 RULES FOR VOTING AND COUNTING OF
VOTES AT THE GENERAL MEETING

Article 15 Shareholders shall participate in online voting through their shareholder
accounts as A shares shareholders shall vote through A shares shareholder accounts; B shares
shareholders shall vote through B shares shareholder accounts; and preferred shareholders shall
vote separately through A shares shareholder accounts. The number of voting rights exercisable by
a shareholder shall be the sum of the number of shares of the same class (shares to be classified into
A shares, B shares and preferred shares) held in his/her shareholder account.

If a shareholder holds shares of the same class in the Company through multiple shareholder
accounts, he/she is entitled to participate in online voting with any shareholder account through
which such shareholder holds shares of the same class in the Company, and by such voting, the
shareholder is deemed to have vote with the same opinion as such voting with respect to all shares
of the same class under all shareholder accounts owned by such shareholder. If a shareholder votes
separately through multiple shareholder accounts, result of the first valid voting shall prevail.

The principle of confirming that multiple shareholder accounts are held by the same
shareholder is that registration information for each of those accounts contain the identical “name
of account holder” and “valid identity document number”, provided that the registration
information for shareholder accounts shall be those that are valid up to the date of record.
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Article 16 If a shareholder casts more than one valid vote on any proposal at the general
meeting through the Online Voting System, such shareholder shall be deemed to have attended the
general meeting, and the number of shares of the same class held by such shareholder shall be
included in the total number of voting rights held by those shareholders present at the general
meeting. For any proposal on which such shareholder fails to cast a vote or casts a vote not in
compliance with these implementation rules, the number of voting rights held by such shareholder
shall be calculated as abstentions.

The number of shares held in trust that is reported by qualified foreign institutional investors
(QFII), client credit trading guarantee securities account of securities companies, guarantee
securities account for refinancing of China Securities Finance Corporation Limited, special
securities accounts for agreed repurchase trading, B shares overseas nominees, HKSCC and other
clearing account holders or nominee holders through the Online Voting System shall be included in
the total voting rights held by shareholders present at the general meeting; and any vote casted by
any of the foregoing through the trading system shall not be considered as a valid voting, and shall
not be included in the total number of voting rights held by shareholders present at the general
meeting.

Article 17 For any proposal subject to non-cumulative voting, a shareholder shall clearly
express his/her consent, opposition or abstention.

Clearing account holders or nominee holders specified in paragraph 1 of Article 14 hereof
shall assemble the solicited opinions represented by the votes and then fill in the number of shares
held in trust on the basis of those opinions, and such holder shall also aggregate and fill in the
number of shares corresponding to various voting opinions of the trustor or actual holder for each
proposal.

Article 18 For proposals subject to cumulative voting, one share held by a shareholder
entitles such shareholder to votes equal to the number of directors to be elected under each
proposal group. Votes owned by a shareholder shall be casted either for one candidate or several
candidates. Votes to be cast by a shareholder shall be limited to the number of votes for each
proposal group. If the number of votes cast by a shareholder exceeds the number of votes he or she
owns, or if the number of votes cast by such shareholder in a competitive election exceeds the
number of candidates, the votes cast by such shareholder for the proposal group shall not be
regarded as valid votes.

If a shareholder holds shares of the same class in the Company through multiple shareholder
accounts, the number of votes held by the shareholder shall be calculated by combining the number
of shares of the same class under all shareholder accounts owned by the shareholder. Where a
shareholder votes with any shareholder account through which shares of the same class in the
Company are held, votes to be cast by such shareholder shall be limited to number of votes
corresponding to all shares of the same class under all shareholder accounts owned by such
shareholder. If a shareholder votes separately through multiple shareholder accounts, the number
of votes recorded in the first effective voting result shall prevail.

Article 19 Where the Company sets up a master proposal to facilitate shareholders to cast
votes, and a shareholder votes on the master proposal, such shareholder shall be deemed to express
the same opinions on all proposals other than those subject to cumulative voting.
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Where a shareholder votes on both the master proposal and sub-proposal, the first valid vote
shall prevail. If a shareholder votes on a sub-proposal first and then on the master proposal, the
voting opinions on sub-proposals on which votes have been cast shall prevail, and the voting
opinions of the master proposal shall prevail for other proposals that have not been put a vote. If a
shareholder votes on the master proposal first and then on the sub-proposal, the voting opinions
regarding the master proposal shall prevail.

Article 20 Where the Company provides online voting services for shareholders through
both the trading system of the Shenzhen Stock Exchange and the Online Voting System, the Online
Voting System shall calculate the number of votes by combining the online voting data on the
trading system of the Shenzhen Stock Exchange and the Online Voting System. If the Company
chooses to use the in-person voting assistance system, the aggregation of in-person voting data and
online voting data shall be the responsibility of the Information Company.

If the same shareholder repeatedly votes through any two or more of the trading system of
the Shenzhen Stock Exchange, Online Voting System and in-person voting assistance system, the
first valid voting result shall prevail.

Article 21 If a shareholder who is required to avoid voting or undertake to waive voting
rights participates in voting through the Online Voting System, the Online Voting System shall
provide all voting records for the Company so that the Company excludes the votes cast by any
such shareholder from the calculation of the voting results.

If the Company chooses to use the in-person voting assistance system, the Company shall
provide avoidance setting in connection with the proposal in the in-person voting assistance
system, and shall enter the information about avoiding shareholders into the system in a truthful,
accurate and complete manner. The Information Company shall, on the basis of information about
those avoiding shareholders to be provided by the Company, exclude votes made by the relevant
shareholders from aggregation and calculation of the in-person voting data and the online voting
data.

Article 22 If there are different proposals on the same matter, the Online Voting System
shall provide all voting records for the Company, and the Company shall count the results of voting
at the general meeting in accordance with the relevant regulations and the Articles of Association.

Article 23 In case of voting by shareholders holding special voting rights and preferred
shareholders, the Online Voting System only counts the votes for the original voting data, and the
voting results shall be converted by the Company on the basis of the original counting data.

Article 24 When material issues affecting the interests of minority shareholders are
considered at a general meeting, the results of voting made by minority shareholders shall be
counted and disclosed separately. The term “minority shareholders” as mentioned in the preceding
paragraph refers to shareholders other than the Company’s directors, officers and shareholders
who individually or in aggregate hold more than 5% of the shares in the Company.

Article 25 The Company shall, at the end of the voting at a physical general meeting,
obtain the online voting data through the Internet system. If the Company chooses to use the
in-person voting assistance system and entrusts the Information Company to combine and
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calculate in-person voting data and online voting data, the Information Company shall, at end of

the physical general meeting, send online voting data, in-person voting data, combined vote

counting data and their details to the Company.

Article 26 The Company and its counsel shall confirm the compliance of the voting data,

and finalize the voting result of the general meeting. If the Company and its counsel have an

objection to the voting data, they shall promptly submit such objection to the Shenzhen Stock

Exchange and the Information Company. The Company shall disclose the legal opinions issued by

the counsel and the voting results of the general meeting in accordance with the relevant

regulations.

Article 27 On the trading day immediately following the conclusion of the general

meeting, shareholders who cast votes through the trading system can inquire about their voting

results through the trading application of the security company. Shareholders may inquire about

results of online voting occurred over one year via the website of the Online Voting System. For the

voting opinions regarding the master proposal, the results of online voting inquiry are shown as the

voting results for each sub-proposal.

CHAPTER 6 SUPPLEMENTARY PROVISIONS

Article 28 The relevant parties from the Company, the persons responsible for counting

votes and scrutinizing the conduct of the relevant poll, shareholders, the person in charge of the

internet service provider involved in relation to voting at the physical general meeting, online and

by other means, shall be obliged to keep the status of voting confidential.

Article 29 The Company shall bear the service fees for online voting at the general

meeting.

Article 30 The term “or more” herein shall include the given figure.

Article 31 Any matters not covered in this system shall be implemented in accordance

with the requirements of relevant laws, regulations, regulatory documents of the State and the

Articles of Association. In the event of any contradiction between this system and the laws,

regulations and regulatory documents that the State promulgated hereafter or the Articles of

Association as amended under lawful procedures, the relevant laws, regulations, regulatory

documents of the State and the Articles of Association shall prevail, and this system shall be

immediately amended accordingly. Such amendments shall be submitted to the general meeting for

consideration and approval.

Article 32 This system shall be interpreted by the board of directors, and shall come into

effect upon review and approval by the general meeting, and the same shall apply when it is

amended.

Zhejiang Sanhua Intelligent Controls Co., Ltd.
October 2025
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ZHEJIANG SANHUA INTELLIGENT CONTROLS CO., LTD.
MANAGEMENT RULES FOR EXTERNAL INVESTMENT

CHAPTER 1 GENERAL PROVISIONS

Article 1 In order to strengthen the internal control of the external investment activities of
Zhejiang Sanhua Intelligent Controls Co., Ltd. (浙江三花智能控制股份有限公司) (the
“Company



corresponding approval procedures before exercising its rights in accordance with the articles of
association of such investee enterprise and other relevant rules.

CHAPTER 2 PRINCIPLES FOR EXTERNAL INVESTMENT

Article 5 The Company’s external investments shall adhere to the following principles:

(I) compliance with the provisions of national laws and regulations, industrial policies,
the listing rules of the stock exchange where the shares of the Company are listed, the
Articles of Association, and other relevant provisions;

(II) alignment with the Company’s development strategy and contribution to enhancing
its competitiveness;

(III) reasonable allocation of corporate resources, prudent risk control, and facilitation of
optimal integration of resources to create sound economic benefits, and ultimately
enhance the value of the Company and shareholder returns.

CHAPTER 3 APPROVAL AUTHORITY FOR EXTERNAL INVESTMENT

Article 6 The Company implements a professional management and level-by-level
approval system for its external investments. The board of directors and the general meeting of the
Company are the decision-making bodies for all types of investment activities. Each
decision-making body shall make decisions on the Company’s external investment activities in
strict accordance with the Company Law, the Securities Listing Rules, the Hong Kong Listing
Rules, the relevant laws and regulations of the China Securities Regulatory Commission, the
Articles of Association, the Rules of Procedure for the General Meeting, the Rules of Procedure for
the Board of Directors, and the authority stipulated in these rules.

Article 7 The approval authority for the Company’s external investment is as follows:

(I) If the external investment meets one of the following standards, it shall be submitted
to the board of directors for consideration:

1. The total assets involved in the transaction account for more than 10% of the
latest audited total assets of the listed company, and if the total assets involved
in the transaction have both book value and appraisal value, the higher one
shall prevail;

2. The net assets involved in the subject of the transaction (such as equity)
account for more than 10% of the latest audited net assets of the listed
company, and the absolute amount exceeds RMB10 million, and if the net
assets involved in the transaction have both book value and appraised value,
the higher one shall prevail;

3. The operating revenue of the subject of the transaction (such as equity) in the
latest financial year accounts for more than 10% of the audited operating
revenue of the listed company in the latest financial year, and the absolute
amount exceeds RMB10 million;
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4. The net profit of the subject of the transaction (such as equity) in the latest

financial year accounts for more than 10% of the audited net profit of the listed

company in the latest financial year, and the absolute amount exceeds RMB1

million;

5. The transaction amount (including debts and expenses) accounts for more than

10% of the latest audited net assets of the listed company, and the absolute

amount exceeds RMB10 million;

6. The profit generated by the transaction accounts for more than 10% of the

audited net profit of the listed company in the latest financial year, and the

absolute amount exceeds RMB1 million;

7. External investments that may constitute a transaction under “Notifiable

Transactions” under Chapter 14 of the Hong Kong Listing Rules, and any

applicable percentage ratio of such transaction is more than or equal to 5%.

If the data involved in the calculation of the above indicators is negative, the absolute

value of the data shall be taken. The term “more than” shall include the given figure.

The Company shall apply the above provisions on a cumulative basis to similar

transactions related to the transaction subject occurring within a twelve-month

period.

(II) If the external investment meets one of the following standards, it shall be submitted

to the general meeting for approval after consideration by the board of directors:

1. The total assets involved in the transaction account for more than 50% of the

latest audited total assets of the listed company, and if the total assets involved

in the transaction have both book value and appraisal value, the higher one

shall prevail;

2. The net assets involved in the subject of the transaction (such as equity)

account for more than 50% of the latest audited net assets of the listed

company, and the absolute amount exceeds RMB50 million, and if the net

assets involved in the transaction have both book value and appraised value,

the higher one shall prevail;

3. The operating revenue of the subject of the transaction (such as equity) in the

latest financial year accounts for more than 50% of the audited operating

revenue of the listed company in the latest financial year, and the absolute

amount exceeds RMB50 million;

4. The net profit of the subject of the transaction (such as equity) in the latest

financial year accounts for more than 50% of the audited net profit of the listed

company in the latest financial year, and the absolute amount exceeds RMB5

million;
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5. The transaction amount (including debts and expenses) accounts for more than

50% of the latest audited net assets of the listed company, and the absolute

amount exceeds RMB50 million;

6. The profit generated by the transaction accounts for more than 50% of the

audited net profit of the listed company in the latest financial year, and the

absolute amount exceeds RMB5 million;

7. External investments that may constitute a transaction under “Notifiable

Transactions” under Chapter 14 of the Hong Kong Listing Rules, and any

applicable percentage ratio of such transaction is more than or equal to 25%;

8. Transactions that shall be considered and approved by the general meeting in

accordance with the listing rules of the stock exchange where the Company’s

shares are listed.

If the data involved in the calculation of the above indicators is negative, the absolute

value of the data shall be taken. The term “more than” shall include the given figure.

(III) If the external investment does not meet any of the above criteria, it shall be approved

by the chairman of the board of directors under authorization from the board of

directors of the Company.

(IV) For investments involving related-party transactions or related-party transactions, the

decision-making authority and procedures shall also comply with the listing rules of

the securities exchange where the Company’s shares are listed and the provisions of

the Company’s Management Measures of Related-party Transactions.

Article 8 Where the Company engages in entrusted wealth management, it shall select

qualified professional wealth management institutions with good credit standing, sound financial

conditions, no adverse credit record, and strong profitability as the entrusted party, and enter into

a written contract with the entrusted party to specify the amount, term and type of investment of the

entrusted wealth management, rights and obligations and legal liabilities of both parties. The board

of directors of the Company shall authorize the finance department to follow up on the entrusted

wealth management and investment security, and report in a timely manner when abnormal

situations occur, so that the board of directors can take effective measures to recover funds

immediately to avoid or reduce the Company’s losses.

Article 9 Where the Company engages in securities investment, the board of directors and

the general meeting of the Company shall make prudential decisions on securities investment,

reasonably arrange and use funds, remain committed to developing its principal business, and

strictly control investment risks.
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CHAPTER 4 ORGANIZATIONS AND RESPONSIBILITIES

FOR EXTERNAL INVESTMENT

Article 10 The general meeting and the board of directors of the Company are the

decision-making bodies for external investment of the Company, and shall make decisions on

external investment of the Company within their respective scope of authority as prescribed in the

Articles of Association and these rules. Except as otherwise required by relevant laws and

regulations, normative documents, the listing rules of the stock exchange where the Company’s

shares are listed, the Articles of Association and these rules, no other departments or individuals

are entitled to make any decision on external investment.

Article 11 The strategy management and ESG committee of the board of directors of the

Company is a special deliberative body of the board of directors of the Company, providing

professional opinions on the analysis and research of external investment projects.

Article 12 The head of the department responsible for the Company’s external investment

projects shall serve as the principal responsible person for the implementation of such investments.

Their duties include collecting information, collating and organizing project evaluations for new

investment projects, making investment proposals; in accordance with relevant regulations of the

Company, preparing project application documents, organizing project initiation, submitting

approval requests, carrying out project implementation after obtaining approval from the

Company’s external investment approval authorities (which include the general meeting, the board

of directors, and the chairman authorized by the board of directors), monitoring project progress,

and conducting post-implementation reviews; and they shall promptly report investment progress

to the Company’s external investment approval authorities.

Article 13 The finance department of the Company shall be responsible for the

management of capital and financial matters in connection with external investments. Upon

approval of an external investment project, the finance department shall be responsible for the

preparation of budgets, fund-raising, accounting, allocation, and settlement of funds; shall

coordinate with the relevant parties to complete the requisite procedures including capital

contribution, industrial and commercial registration, tax registration, and the opening of bank

accounts; and shall establish and enforce strict procedures governing borrowing, approval, and

payment.

Article 14 The board of directors of the Company shall keep abreast of the progress and

returns of major investment projects on a regular basis. In the event of any failure to invest as

planned, failure to realize project benefits as expected, or investment losses, the board of directors

of the Company shall find out the reasons, take effective measures in time, and hold relevant

personnel accountable.

Article 15 The secretary to the board of directors and the office under the board of

directors shall be responsible for discharging the Company’s information disclosure obligations in

respect of external investments in accordance with relevant laws and regulations, the listing rules

of the stock exchange on which the Company’s shares are listed, and the relevant provisions of the

Articles of Association.
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CHAPTER 5 IMPLEMENTATION AND MANAGEMENT OF
EXTERNAL INVESTMENT

Article 16 The department in charge of the external investment project shall evaluate and
conduct an internal review of the investment project, and shall be responsible for researching and
analyzing the project, preparing feasibility study reports, and drafting relevant letters of intent or
other related documents.

Article 17 The investment plan shall go through the approval procedures in accordance
with the approval authority, and shall be approved by the external investment approval authority
before it can be implemented.

Article 18 The department responsible for external investment projects shall manage and
coordinate project implementation, assist the investment project in special audits, termination (or
suspension) and liquidation and handover matters, and prepare a summary report on the investment
project.

Article 19 A regular reporting system shall be implemented for investment projects. The
department responsible for external investment projects shall promptly report to the Company’s
external investment approval authority on matters such as project progress, execution and
utilization of the investment budget, status of involved parties, operating conditions, existing
issues and recommendations. During the execution of the project investment and construction, the
investment budget may be reasonably adjusted based on changing conditions. If additional
investment is required indeed, the head of the department responsible for external investment
projects shall resubmit an approval application to the Company’s external investment approval
authority based on the total cumulative investment amount after such increase.

Article 20 The finance department shall assist the department responsible for external
investment projects in the receipt and disbursement of monetary funds, physical assets, intangible
assets, and other funds in accordance with the provisions of the investment contract or agreement.
If the investment project involves real estate or other property rights, the transfer of property rights
and asset handover procedures shall be handled in accordance with the procedures stipulated in the
contract.

Article 21 For major investment projects, experts or third-party professional institutions
should be engaged to conduct relevant work such as assessment and verification.

Article 22 The execution and management procedures for investment in securities,
entrusted wealth management and investment in derivatives of the Company shall be as follows:

(I) The department responsible for the Company’s external investment projects shall
pre-select investment opportunities and investees, and prepare investment plans
according to the profitability of the investees;

(II) The finance department of the Company shall provide information on the capital flow
of the Company;

(III) The investment plan shall be implemented after going through the procedures for
examination and approval according to the authority of examination and approval;

APPENDIX VI MANAGEMENT RULES FOR EXTERNAL INVESTMENT

– VI-6 –



(IV) The finance department is responsible for timely registration and accounting

according to the investment type, quantity, unit price, accrued interest, purchase date,

etc., and conducts relevant accounting treatment. The Company shall record the

purchase of marketable securities under its name on the date of purchase. The finance

department shall regularly review the utilization and balance of the funds invested in

securities, and shall record the interest and dividends received in a timely manner;

(V) For transactions involving marketable securities, at least two staff members shall

jointly execute the operations. The personnel responsible for executing securities

transactions shall be segregated from those responsible for fund and finance

management to establish checks and balances. No individual shall have exclusive

access to investment assets.

Article 23 The audit committee, the legal department and the finance department of the

board of directors shall supervise the investment projects according to their duties, promptly put

forward corrective opinions on violations, and submit them to the Company’s external investment

approval authority for review and handling.

Article 24 A sound system for the management of investment project archives shall be

established. The archival data from the pre-selection to the completion and handover of the project

(including its suspension) shall be collated and filed by the department responsible for external

investment projects.

CHAPTER 6 TRANSFER AND WITHDRAWAL OF EXTERNAL INVESTMENT

Article 25 The Company may withdraw external investment upon occurrence of one of the

following circumstances:

(I) the term of operation of the investment project (enterprise) expires in accordance

with the provisions of the Articles of Association;

(II) the investment project (enterprise) is operated poorly and is unable to repay debts

due, and is declared bankrupt according to the law;

(III) the project (enterprise) is unable to continue its operation due to force majeure;

(IV) other circumstances, as stipulated in the contract, under which the investment is

terminated occur or happen.

Article 26 The Company may transfer its external investment upon occurrence of one of

the following circumstances:

(I) the investment projects are clearly inconsistent with the operational direction of the

Company;

(II) the investment projects have incurred continuous losses and show no prospect of

recovery;
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(III) when supplementary funds are urgently needed due to insufficient funds for its own

operations;

(IV) other situations that the Company deems necessary.

Article 27 The transfer of investment shall be handled in strict accordance with the

relevant provisions of the Company Law and the Articles of Association on the transfer of

investment. The disposal of external investment must comply with the relevant provisions of

relevant national laws, regulations and normative documents.

Article 28 The procedures and authority to approve the disposal of external investment

shall be the same as those for approving the implementation of external investment.

CHAPTER 7 PERSONNEL MANAGEMENT OF EXTERNAL INVESTMENT

Article 29 Where the Company invests to establish a cooperative or joint venture

company, it shall designate directors elected through its statutory procedures to participate in and

supervise the operational decisions of the newly established company. Where the Company invests

in cooperative projects, it shall designate project managers or company representatives to

participate in the operation and management of the cooperative projects.

Article 30 For the holding subsidiaries established for external investment, the Company

shall designate directors elected through its statutory procedures and assign corresponding

operation and management personnel (including the chief financial officer) to play a significant

role in the operation and decision-making of the holding subsidiaries.

Article 31 The assigned personnel shall, in accordance with the provisions of the laws and

regulations, the Company’s relevant system and the articles of association of the invested

company, effectively perform their duties, safeguard the interests of the Company in the operation

and management activities of the newly established company and the cooperative project, and

realize the preservation and appreciation of the Company’s investment.

Article 32 The personnel appointed by the Company as directors of the investee entity

shall actively seek more information regarding the investee entity through attendance at board

meetings and other forms, and shall report the status of the investment to the Company’s

management in a timely manner.

CHAPTER 8 FINANCIAL MANAGEMENT AND AUDIT OF

EXTERNAL INVESTMENT

Article 33 The finance department of the Company shall keep comprehensive and

complete financial records of the Company’s external investment activities, make detailed

accounting, establish separate accounts for each investment project and record relevant

information in detail. The accounting methods for external investment shall comply with the

provisions of accounting standards and accounting systems.
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Article 34 The financial operations of the holding subsidiary of external investment shall

be under the vertical management of the Company’s finance department. To meet analysis and

management requirements, the finance department shall obtain the financial reports of holding

subsidiaries on a monthly basis for the purpose of consolidating the Company’s financial

statements, analyzing the financial status of the subsidiaries, safeguarding the Company’s rights

and interests, and ensuring that the Company’s interests are not impaired.

Article 35 The Company’s internal audit department shall conduct regular or special

audits of the Company’s investment projects and subsidiaries in accordance with the requirements

of the audit committee and the Company’s management.

Article 36 The accounting methods and accounting policies, accounting estimates and

changes adopted in the financial management of the subsidiaries of the Company shall comply

with the relevant provisions of the accounting management system of the Company.

Article 37 Subsidiaries of the Company shall submit monthly financial and accounting

statements to the finance department of the Company, and timely submit accounting statements

and provide accounting materials in accordance with the requirements for the preparation of

consolidated financial statements by the Company.

Article 38 The Company may designate a chief financial officer to a subsidiary to

supervise the authenticity and legality of the financial position of that company to which the chief

financial officer is assigned.

Article 39 For all investment assets of the Company, other personnel who are not involved

in the investment business shall conduct regular inventory or check with the entrusted custodian

institution to check whether they are owned by the Company, and check the inventory records with

the book records to confirm consistency.

CHAPTER 9 INFORMATION DISCLOSURE OF EXTERNAL INVESTMENT

Article 40 The Company shall strictly comply with the Company Law, the Securities

Listing Rules, the Hong Kong Listing Rules, other relevant laws, regulations, normative

documents and the Articles of Association in performing its information disclosure obligations

with respect to external investments.

Article 41 When the Company engages in external investments, the department

responsible for such projects and any relevant subsidiaries shall, to the extent required by the

information disclosure rules of the Shenzhen Stock Exchange and Hong Kong Stock Exchange,

promptly, truthfully, accurately, and completely notify the secretary to the board of directors and

the office under the board of directors of the relevant investment matters after the formal

establishment and completion of the project, with a view to enabling the Company to fully

discharge its external information disclosure obligations.
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ZHEJIANG SANHUA INTELLIGENT CONTROLS CO., LTD.
MANAGEMENT RULES FOR EXTERNAL GUARANTEE

CHAPTER 1 GENERAL PROVISIONS

Article 1 In order to protect the interests of investors, regulate the external guarantee
behavior of Zhejiang Sanhua Intelligent Controls Co., Ltd. (浙江三花智能控制股份有限公司)
(the “Company”), control the Company’s asset operation risks, ensure the Company’s asset
security, and promote the Company’s healthy and stable development, the Company has
formulated these rules in accordance with the requirements of the Company Law of the People’s
Republic of China, the Securities Law of the People’s Republic of China, the Civil Code of the
People’s Republic of China, the Guidelines for the Supervision of Listed Companies No. 8 –
Regulatory Requirements on Capital Transactions and External Guarantees of Listed Companies,
the Rules Governing the Listing of Securities on the Shenzhen Stock Exchange, the Self-regulatory
Guidelines for the Companies Listed on the Shenzhen Stock Exchange No. 1 – Standardized
Operation of the Companies Listed on the Main Board, and the Rules Governing the Listing of

Securities on The Stock Exchange of Hong Kong Limited (the “Hong Kong Listing Rules”), as
well as the Articles of Association of Zhejiang Sanhua Intelligent Controls Co., Ltd. (the “Articles
of Association”).

Article 2 The external guarantees as mentioned in these rules shall mean the guarantees,

asset mortgages, pledges and other guarantee matters provided by the Company with its own assets

or creditworthiness in the capacity of third party for the benefit of others, including the guarantees

provided by the Company for its holding subsidiaries.

Article 3 These rules shall not be applicable to the guarantees provided by the Company

and its holding subsidiaries for their own debts.

Article 4 When a holding subsidiary of the Company provides external guarantees, and

the guaranteed party is a holding subsidiary within the scope of the Company’s consolidated

financial statements, the Company shall promptly fulfill its interim information disclosure

obligations after the holding subsidiary completes its review procedures, except for guarantee

matters requiring submission to the general meeting of the Company for consideration as

stipulated in Article 17 of these rules. Where the guaranteed party is a holding subsidiary not

included in the Company’s consolidated financial statements, it shall be treated as an external

guarantee by the Company, and the Company shall fulfill the corresponding review procedures and

information disclosure obligations.

Article 5



the board of directors shall be responsible for organizing and implementing the approval
procedures of the board of directors or general meeting, and fulfilling relevant information
disclosure obligations; the internal audit department serves as the oversight and inspection
department for the Company’s external guarantees, responsible for verifying the effective
implementation of internal control systems for guarantee operations.

Article 7 The Company and its holding subsidiaries shall not provide guarantees for
enterprises without any ownership relationship. When the Company and its holding subsidiaries
provide guarantees for non-wholly-owned subsidiaries, other shareholders of such holding
subsidiaries shall provide equivalent guarantees or other risk control measures in proportion to
their capital contributions. If such shareholders fail to provide equivalent guarantees or other risk
control measures to the Company or its holding subsidiaries in proportion to their capital
contributions, the main reasons shall be disclosed, and based on an analysis of the operating
conditions and debt repayment capabilities of the guaranteed parties, a full explanation shall be
provided regarding whether the guarantee risk is controllable and whether it harms the interests of
the Company.

Where the Company provides guarantees for a non-wholly-owned subsidiary, and the other
shareholders of such subsidiary are the Company’s controlling shareholders, de facto controllers
and their related parties, the Company shall require such related shareholders to provide equivalent
guarantees or counter-guarantees in proportion to their capital contributions to ensure the
Company’s interests are not harmed.

Article 8 When providing guarantees for related parties, the Company shall strengthen
control over associated guarantee risks, implement practical and effective counter-guarantee
measures, and require the guaranteed party or a third party to provide counter-guarantees of
equivalent value using their assets or other effective means.

CHAPTER 2 EXAMINATION AND CONTROL OF GUARANTEES

Section 1 Guaranteed Parties

Article 9 The Company may provide guarantees for legal entities with corporate status.
The legal entities guaranteed by the Company must simultaneously meet the following conditions:

(I) Entities that have mutual guarantee relationships with the Company due to business
needs, or entities that have actual or potential significant business relationships with
the Company;

(II) Possess sustainable operation capacity, debt repayment capability and sound credit
standing;

(III) Not be subject to restructuring or bankruptcy liquidation proceedings, insolvency, or
suffering losses for three consecutive years or more with negative operating net cash
flow, thereby lacking sustainable operational capacity.

The Company shall not provide guarantees for the debts of any non-legal entity or
individual, except as required by laws, regulations, rules and policies, or as necessary for the
Company’s normal business operations.
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Article 10 Although the conditions stated in the preceding article are not met, if the

Company deems it necessary to provide guarantees and the associated risks are relatively low, the

guarantees can be provided upon approval by the Company’s board of directors or general meeting.

Section 2 Examination and Approval of Guarantees

Article 11 Before deciding to provide a guarantee, the Company shall know the credit

status of the applicant for guarantee. The finance department is responsible for conducting

investigation and assessment of the credit of the applicant for guarantee, and fully analyzing and

demonstrating the risks of the guarantee. The finance department of the Company shall require the

applicant for guarantee to provide, including but not limited to, the following information for

review and analysis:

(I) Basic information of the applicant for guarantee (including corporate name,

registered address, legal representative, scope of business, connected relationship or

other relationships with the Company);

(II) Recent audited financial reports and analysis of repayment ability, asset quality,

financial position, operation, industry prospect and credit of the applicant for

guarantee;

(III) the name of the creditor;

(IV) Guarantee method, term and amount, etc.;

(V) Legitimacy of the project for which the guarantee is applied, and copies of major

contracts relating to the guarantee contract;



Article 13 The board of directors shall carefully review the conditions of guarantee
applicants based on the relevant information. In principle, it shall not provide guarantees for
applicants who fall under any of the following circumstances or who fail to provide sufficient
information:

(I) The property rights are unclear or fail to comply with national laws, regulations, or
national industrial policies;

(II) Providing false financial statements and other information;

(III) The Company has previously guaranteed for it, which was subject to overdue bank
loans, defaulted interest and other circumstances, while these debts have not been
repaid or effective solutions have not been implemented as of the time of this
guarantee application;

(IV) Enterprises whose operating conditions have deteriorated, have a poor reputation, and
show no signs of improvement;

(V) Enterprises that incurred losses in the previous year or are projected to incur losses in
the current year;

(VI) Enterprises that have failed to secure effective assets for counter-guarantee purposes;

(VII) Enterprises that do not comply with the provisions herein;

(VIII) Other circumstances under which the board of directors deems it inappropriate to
provide guarantees.

Article 14 The counter-guarantee or other effective risk-control measures provided by the
applicant for guarantee must match the guaranteed amount. Where the assets pledged as
counter-guarantees by the applicant for guarantee are prohibited from circulation or transfer under
laws and regulations, the guarantee shall be refused.

The Company shall investigate the operational status and creditworthiness of the guaranteed
party. The board of directors shall carefully review and analyze the financial position, operating
condition, industry prospect and credit status of the guaranteed party, and make decisions
prudently in accordance with the law. The Company may engage external professional institutions
to assess the risks of implementing external guarantees as a basis for decision-making by the board
of directors or the general meeting.

Article 15 External guarantees provided by the Company must first be reviewed by the
board of directors. When submitting external guarantees for board review, the consent from more
than two-thirds of the directors present at the board meeting must be obtained.

For related-party guarantees, the related directors shall not exercise voting rights on the
resolutions, nor shall they act as proxies for other directors in exercising voting rights. If less than
three unrelated directors are present at the board meeting, the matter shall be submitted to the
general meeting for review.
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Article 16 The following external guarantees shall be subject to the approval at the
general meeting after being considered and approved by the board of directors:

(I) Any single guarantee with an amount exceeds 10% of the Company’s latest audited
net assets;

(II) Any guarantee to be provided after the total amount of external guarantees provided
by the Company and its holding subsidiaries exceeds 50% of the Company’s latest
audited net assets;

(III) Any guarantee to be provided after the total amount of external guarantees provided
by the Company and its holding subsidiaries exceeds 30% of the Company’s latest
audited total assets;

(IV) Any guarantee to be provided to a guarantee party whose gearing ratio exceeds 70%
according to its latest financial statements;

(V) Any guarantee where the cumulative guarantee amounts over the past 12 months
exceeds 30% of the Company’s latest audited total assets;

(VI) Any guarantee to be provided to shareholders, de facto controllers and their related
parties;

(VII) Other circumstances stipulated by the Shenzhen Stock Exchange, the Hong Kong
Listing Rules or in the Articles of Association.

When a guarantee matter mentioned in item (V) above is considered at the general meeting
of the Company, it shall be passed by more than two-thirds of the voting rights held by the
shareholders present at the meeting.

Article 17 Where the Company provides guarantees for its holding subsidiaries and such
guarantees occur frequently within a year, making it difficult to submit each guarantee agreement
to the board of directors or the general meeting for consideration due to the need of entering into
guarantee agreements on a recurring basis, the Company may estimate the total additional
guarantee amount for the next twelve months separately for subsidiaries whose latest financial
statements show a gearing ratio of 70% or above and for those below 70%, and submit the same to
the general meeting for consideration.

Where the Company and its holding subsidiaries provide guarantees for joint ventures or
associated companies and all of the following conditions are met, and such guarantees occur
frequently within a year, making it difficult to submit each guarantee agreement to the board of
directors or the general meeting for consideration due to the need of entering into guarantee
agreements on a recurring basis, the Company may make a reasonable estimate of the specific
targets and corresponding additional guarantee amounts for the next twelve months and submit the
same to the general meeting for consideration:

(I) The guaranteed party is not the Company’s director, senior management member,
shareholder holding 5% or more of the shares, de factor controller, or any legal person
or other organization controlled by such person;
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(II) All shareholders of the guaranteed party provide equivalent guarantees or

counter-guarantees or adopt other risk control measures in proportion to their capital

contributions.

The outstanding balance of guarantees at any point in time shall not exceed the guarantee

limit considered and approved by the general meeting.

Article 18 When the Company estimates the guarantee limits for its joint ventures or

associated companies and all of the following conditions are met, adjustments of available

guarantee limits may be made between the guaranteed parties:

(I) The guarantee limits of any single adjustment for the concerned party shall not

exceed 10% of the Company’s latest audited net assets;

(II) Where the gearing ratio of the guarantee party exceeds 70% at the time of adjustment,

it may only receive guarantee limits from other guarantee parties whose gearing ratios

also exceeded 70% at the time when the guarantee limit was considered by the general

meeting;

(III) The concerned party does not have any overdue and unpaid debts or other similar

circumstances at the time of adjustment;

(IV) All shareholders of the concerned party provide equivalent guarantees or

counter-guarantees and other such risk control measures in proportion to their capital

contributions.

When the aforementioned adjustments actually occur, the Company shall carry out the

review procedures in accordance with the authorization granted by the general meeting and

disclose the information in a timely manner.

Within the authorized guarantee limits, when a guarantee matter occurs, the Company’s

internal approval procedures shall be followed. After being approved by the chief executive officer,

the corresponding disclosure obligations shall be fulfilled.

Article 19 Upon maturity of the debt in respect of which external guarantees have been

provided, the Company shall procure the guaranteed party to fulfill its repayment obligations

within the stipulated timeframe. Should the guaranteed party fail to perform its obligations on

time, the Company shall promptly adopt necessary remedial measures.

If the guaranteed debt needs to be extended after maturity and the Company is required to

continuously provide the guarantee, it shall be regarded as a new external guarantee, and the

guarantee application, review and approval procedures must be performed in accordance with the

procedures stipulated in these rules.

In case of any change in the principal debt contract for which the Company has provided an

external guarantee, the board of directors of the Company shall decide whether to continue

assuming the guarantee liability.
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Section 3 Conclusion of Guarantee Contract

Article 20 Upon approval by the board of directors or general meeting of the Company,
the written guarantee contract shall be signed externally by the Company’s legal representative or
authorized representative.

After the external guarantee matters of the Company’s holding subsidiary have been
approved by the relevant departments of the Company or the general meeting, the legal
representative of the holding subsidiary or his/her authorized representative shall sign the
guarantee contract externally.

Article 21 The guarantee contract shall comply with the relevant legal norms and clearly
specify the contract terms. For important guarantee business contracts, it is necessary to seek the
opinions of relevant professionals before their conclusion.

The Company shall properly manage guarantee contracts and related original documents,
promptly conduct clean-up and inspection, and regularly reconcile with banks and other relevant
institutions to ensure the completeness, accuracy and effectiveness of archived data, and pay
attention to the validity and term of the guarantee. In the process of contract management, if any
abnormal contract not approved through review procedures by the board of directors or the general
meeting is found, it shall be promptly reported to the board of directors.

Article 22 When entering into a guarantee form contract, all mandatory clauses shall be



CHAPTER 3 MANAGEMENT OF GUARANTEE RISKS

Article 25 The finance department of the Company shall be the functional management

department for the Company’s guarantee activities, which is responsible for registering and

deregistering guarantee matters. Upon entering into a guarantee contract, it shall be securely

retained and shall be reported to the audit committee and secretary to the board of directors in a

timely manner. The finance department of the Company shall designate personnel to be responsible

for the management, centralize and properly keep the relevant secured property and proof of rights,

and regularly review the existence and value of the property to promptly deal with any problem

found. A record system for guarantee business shall be established to keep a record of the objects,

amount, duration and items used for mortgage and pledge, rights and other relevant matters. Before

the maturity of the debt guaranteed by the Company, the person in charge of the operation shall

work to urge the guaranteed person to fulfill the repayment obligation within an agreed period of

time.

Article 26 The person in charge of the operation shall continuously monitor the status of

the guaranteed person, collect its latest financial information and audit reports, regularly analyze

its financial condition and debt repayment capacity and pay attention to the change of the

guaranteed entity in production and operation and assets and liabilities and the change of external

guarantees and other debts, separation, merger, legal representatives and changes in external

business reputation, especially the return by maturity, etc. The person in charge of the operation

shall establish relevant financial files, submit regular reports to the board of directors in a timely

manner, conduct pre-research of and analyze the possible risks and report them to the finance

department of the Company considering the realities. For the guarantee of successive claims for

which no guarantee period has been agreed upon, if the person in charge of the operation finds out

that there is a greater risk of continuing the guarantee and that it is necessary to terminate the

guarantee contract, he or she should report to the finance department of the Company in a timely

manner.

Article 27 Conduct inspections of guaranteed entities and guaranteed projects. The

finance department may adopt the following methods given the realities:

(I) Participating in conferences, talks and meetings of the guaranteed entity in relation to

the guaranteed project;

(II) Reviewing the implementation progress and financial position of the guaranteed

project;

(III) When deemed necessary by the guarantee entity, it may send its staff to work in the

guaranteed entity, and the guaranteed entity shall provide convenience and support.

Based on the above circumstances, the finance department shall adopt effective measures,

propose corresponding solutions for any potential risks, and submit the same to the Company’s

chief financial officer and chief executive officer. The guaranteed entity shall be required to work

to resolve the risks in an abnormal situation in a timely manner.
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Article 28 The finance department of the Company shall promptly understand the debt
repayment of the guaranteed person, and report to the Company’s chief financial officer and chief
executive officer in a timely manner upon learning about the situation when it is found that the
guaranteed entity has failed to fulfill its repayment obligations after the maturity of the debt, or
when the guaranteed entity is bankrupt, liquidated, or when the creditor claims that the guaranteed
entity has fulfilled its guarantee obligations, etc.

Article 29 When a guaranteed creditor asserts a claim against the Company due to the
failure of the guaranteed entity to fulfill its obligations, the Company shall immediately initiate
counter-guarantee recovery procedures and report them to the board of directors at the same time.

Article 30 When the Company acts as a general guarantor, it shall not assume the
guarantee liability for the debtor without the approval of the board of directors of the Company
until the dispute over the guarantee contract is resolved through litigation or arbitration, and the
debtor is unable to fulfill the debt despite the enforcement of the law on the debtor’s property.

Article 31 When the creditor waives or neglects to claim the guarantee for subject matter,
the creditor shall not decide to fulfill all of the guarantee liability without the approval of the board
of directors of the Company.

Article 32 After the people’s court accepts the bankruptcy case of the guaranteed entity,
the responsible person shall request the Company to participate in the distribution of bankruptcy
property and exercise the right of recovery in advance if the creditor has not declared its claim.

Article 33 Where there are more than two guarantors in the guarantee contract and it is
agreed with the creditor to bear the guarantee responsibility according to the share, the Company
shall refuse to bear the guarantee responsibility beyond the share.

CHAPTER 4 LIABILITY AND PENALTIES

Article 34 If the Company’s directors, chief executive officer or other management
personnel fail to act in accordance with the provisions of these rules and sign a guarantee contract
beyond their authority, causing damage to the Company, the liabilities of the relevant officer shall
be investigated.

Article 35 Where a responsible person violates laws or the provisions of these rules and,
disregarding risks, provides a guarantee without authorization, causing losses, such person shall
bear liability for compensation to the Company.

Article 36 Where a responsible person neglects to perform its duties, thereby causing loss
to the Company, they may be subject to the disciplinary action according to the seriousness of the
circumstances and bear liability for compensation. Where a responsible person, without the
consent of the Company’s board of directors, assumes liability for which the guarantor is not
required to be liable under law, they shall be subject to disciplinary action and bear liability for
compensation.

Article 37 The board of directors the Company shall have the right to decide on
appropriate disciplinary action against the responsible person, taking into account the extent of the
Company’s loss, the magnitude of the risk, and the seriousness of the circumstances.
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Article 38 Where a responsible person violates the provisions of the Criminal Law in the

course of the Company’s guarantee activities, the Company shall refer the matter to the judicial

authorities for criminal liability to be pursued according to law.

Article 39 The Company shall establish and improve the supervision and inspection

systems for the control of external guarantees. The department responsible for internal control

auditing of the Company employs compliance testing or other methods to inspect whether the

control systems for guarantee business are completed and whether all requirement are being

effectively implemented.

Article 40 The control, supervision and inspection of guarantee business mainly include:

(I) The placement of positions and personnel related to the guarantee business, with a

focus on inspecting whether there is any mixing of incompatible duties in the

guarantee business;

(II) The authorisation and approval mechanism of the guarantee business and its

implementation, with a focus on inspecting whether the guarantee parties complies

with the regulations, whether the assessment of guarantee business is scientific and

reasonable, whether the approval procedures of the guarantee business are in

compliance with the regulations, and whether there is any ultra vires authorization

act;

(III) The implementation of the monitoring and reporting mechanism of the guarantee

business, with a focus on inspecting whether the daily monitoring is conducted on the

capital flow of the guarantee entities and the guarantee projects, and whether the

operation and management situation of the guaranteed entity is regularly understood

and reports are formed;

(IV) The implementation of the guarantee property custody and the guarantee business

record system, with a focus on inspecting whether the certificates of property and

ownership are properly kept, and whether the records and files and documents of the

guarantee business are complete.

Article 41 For weak links in the internal control of guarantees discovered during the

supervision and inspection process, the Company shall promptly take measures to rectify and

improve them.
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CHAPTER 5 SUPPLEMENTARY PROVISIONS

Article 42 Matters not covered by these rules shall be governed by the relevant laws,

regulations, rules, the securities regulatory rules of the place where the Company’s shares are

listed and the Articles of Association. Should any provision of these rules conflict with or be

inconsistent with the prevailing laws, regulations, normative documents, the securities regulatory

rules of the place where the Company’s shares are listed and the Articles of Association, the

prevailing laws, regulations, normative documents, the securities regulatory rules of the place

where the Company’s shares are listed and the Articles of Association shall prevail.

Article 43 For the purposes of these rules, the terms “above” and “below” are inclusive of

the number specified, while “exceeding” are exclusive of the number specified.

Article 44 These rules shall be amended and interpreted by the board of directors of the

Company.

Article 45 These rules shall be implemented from the date when they are considered and

passed by the general meeting, and the same shall apply when they are amended.

Zhejiang Sanhua Intelligent Controls Co., Ltd.

October 2025

APPENDIX VII MANAGEMENT RULES FOR EXTERNAL GUARANTEE

– VII-11 –




