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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited, in thousands except par value per share)

 
March 31, 

2017  
June 30, 

2016

ASSETS    
Current assets:    

Cash and cash equivalents $ 116,150  $ 87,774
Restricted cash 181  188
Accounts receivable, net 22,452  26,594
Inventories 73,349  68,848
Other current assets 4,948  4,526

Total current assets 217,080  187,930
Property, plant and equipment, net 117,335  116,084
Land use rights, net 8,737  —
Deferred income tax assets - long term 5,539  12,132
Other long term assets 21,522  2,359

Total assets $ 370,213  $ 318,505

LIABILITIES AND EQUITY    
Current liabilities:    

Accounts payable $ 44,990  $ 42,718
Accrued liabilities 23,673  22,590
Income taxes payable 2,879  2,356
Deferred margin 713  997
Capital leases 820  819

Total current liabilities 73,075  69,480
Income taxes payable - long term 985  1,577
Deferred income tax liabilities 2,938  2,973
Capital leases - long term 1,071  1,695
Other long term liabilities 567  741

Total liabilities 78,636  76,466
Commitments and contingencies (Note 9)  
Equity:    

Preferred shares, par value $0.002 per share:    
Authorized: 10,000 shares, issued and outstanding: none at March 31, 2017 and June 30, 2016 —  —

Common shares, par value $0.002 per share:    
Authorized: 50,000 shares, issued and outstanding: 29,391 shares and 23,778 shares, respectively at March 31,
2017 and 28,405 shares and 22,754 shares, respectively at June 30, 2016 59  57

Treasury shares at cost, 5,613 shares at March 31, 2017 and 5,651 shares at June 30, 2016 (49,876)  (50,199)
Additional paid-in capital 202,739  191,444
Accumulated other comprehensive income 39  769
Retained earnings 109,788  100,071

Total Alpha and Omega Semiconductor Limited shareholder's equity 262,749  242,142
Noncontrolling interest 28,828  (103)

Total equity 291,577  242,039

Total liabilities and equity $ 370,213  $ 318,505

See accompanying notes to these condensed consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited, in thousands except per share data)

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016

Revenue $ 93,281  $ 82,987  $ 285,330  $ 244,251
Cost of goods sold 70,584  66,668  218,595  197,899

Gross profit 22,697  16,319  66,735  46,352
Operating expenses        

Research and development 7,625  6,924  21,928  19,029
Selling, general and administrative 12,067  9,566  35,224  27,935
Impairment of long-lived assets —  —  —  432

Total operating expenses 19,692  16,490  57,152  47,396
Operating income (loss) 3,005  (171)  9,583  (1,044)
Interest income and other income (loss), net (74)  132  (193)  (335)
Interest expense (22)  (5)  (72)  (22)

Net income (loss) before income taxes 2,909  (44)  9,318  (1,401)
Income tax expense 523  1,219  2,845  3,448
Net income (loss) including noncontrolling interest 2,386  (1,263)  6,473  (4,849)
Net loss attributable to noncontrolling interest (1,170)  —  (3,237)  —

Net income (loss) attributable to Alpha and Omega
Semiconductor Limited $ 3,556  $ (1,263)  $ 9,710  $ (4,849)

Net income (loss) per common share attributable to Alpha and
Omega Semiconductor Limited        

Basic $ 0.15  $ (0.06)  $ 0.42  $ (0.22)
Diluted $ 0.14  $ (0.06)  $ 0.39  $ (0.22)

Weighted average number of common shares attributable to
Alpha and Omega Semiconductor Limited used to compute net
income (loss) per share        

Basic 23,675  22,232  23,396  22,400
Diluted 24,951  22,232  24,781  22,400

See accompanying notes to these condensed consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Unaudited, in thousands)

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016

Net income (loss) including noncontrolling interest $ 2,386  $ (1,263)  $ 6,473  $ (4,849)
Other comprehensive income, net of tax        

Foreign currency translation adjustment 693  22  (1,563)  (133)
Comprehensive income (loss) 3,079  (1,241)  4,910  (4,982)

Noncontrolling interest (937)  —  (4,069)  —
Comprehensive income (loss) attributable to Alpha and Omega
Semiconductor Limited $ 4,016  $ (1,241)  $ 8,979  $ (4,982)

See accompanying notes to these condensed consolidated financial statements.

3



Table of Contents
ALPHA AND OMEGA SEMICONDUCTOR LIMITED

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited, in thousands)

 Nine Months Ended March 31,

 2017  2016

Cash flows from operating activities    
Net income (loss) $ 6,473  $ (4,849)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:    

Depreciation and amortization 20,148  20,705
Share-based compensation expense 4,585  3,047
Deferred income taxes, net 6,558  791
Gain on disposal of property and equipment (444)  —
Impairment of long-lived assets —  432

Changes in assets and liabilities:    
Accounts receivable, net 4,142  6,745
Inventories (4,501)  (3,736)
Other current and long-term assets (6,134)  (2,453)
Accounts payable (1,711)  2,285
Income taxes payable (68)  327
Accrued and other liabilities 52  3,067

Net cash provided by operating activities 29,100  26,361
Cash flows from investing activities    

Purchases of property and equipment excluding JV Company (16,163)  (13,777)
Purchases of property and equipment in JV Company (15,857)  —
Purchases of land use rights in JV Company (8,737)  —
Proceeds from sale of property and equipment 602  —
Decrease in restricted cash 7  22

Net cash used in investing activities (40,148)  (13,755)
Cash flows from financing activities    

Proceeds from investment by noncontrolling interest 33,000  —
Withholding tax on restricted stock units (1,915)  (948)
Proceeds from exercise of stock options and ESPP 8,958  4,050
Payment for repurchases of common shares —  (42,080)
Principal payments on capital leases (622)  (706)

Net cash provided by (used in) financing activities 39,421  (39,684)
Effect of exchange rate changes on cash and cash equivalents 3  (84)
Net increase (decrease) in cash and cash equivalents 28,376  (27,162)
Cash and cash equivalents at beginning of period 87,774  106,085

Cash and cash equivalents at end of period $ 116,150  $ 78,923

    

Supplemental disclosures of non-cash investing and financing information:    
Property and equipment purchased but not yet paid $ 9,620  $ 5,326
Re-issuance of treasury stock $ 7  $ 164

See accompanying notes to these condensed consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. The Company and Significant Accounting Policies

The Company

Alpha and Omega Semiconductor Limited and its subsidiaries (the “Company,” "AOS," "we" or "us") design, develop and supply a broad range of power
semiconductors. The Company's portfolio of products targets high-volume applications, including personal computers, flat panel TVs, LED lighting, smart phones,
battery packs, consumer and industrial motor controls and power supplies for TVs, computers, servers and telecommunications equipment. The Company conducts
its operations primarily in the United States of America (“USA”), Hong Kong, China, Taiwan, Korea and Japan.

Basis of Preparation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in
the United States (“U.S. GAAP”) for interim financial information and with the instructions to Article 10 of Securities and Exchange Commission Regulation S-X,
as amended. They do not include all information and footnotes necessary for a fair presentation of financial position, results of operations and cash flows in
conformity with U.S. GAAP for complete financial statements. These condensed consolidated financial statements should be read in conjunction with the
consolidated financial statements and related notes contained in the Company’s Annual Report on Form 10-K for the fiscal year ended June 30, 2016 . All
significant intercompany balances and transactions have been eliminated in consolidation. In the opinion of management, all adjustments (consisting of normal
recurring adjustments and accruals) considered necessary for a fair presentation of the results of operations for the periods presented have been included in the
interim periods. Operating results for the nine months ended March 31, 2017 are not necessarily indicative of the results that may be expected for the fiscal year
ending June 30, 2017 . The condensed consolidated balance sheet at June 30, 2016 is derived from the audited financial statements included in the Company’s
Annual Report on Form 10-K for the fiscal year ended June 30, 2016 .

Reclassification

The Company has reclassified certain amounts previously reported in its financial statements to conform to the current presentation. These reclassifications
did not have a material impact on our consolidated financial statements.

Joint Venture

In March 2016, the Company executed an agreement with two strategic investment funds owned by the Municipality of Chongqing, China (the "Chongqing
Funds") to form a joint venture for a new state-of-the-art power semiconductor packaging, testing and wafer fabrication facility in Liangjiang New Area of
Chongqing (the "Joint Venture"). The initial capitalization of the Joint Venture under the agreement is $330.0 million , which includes cash contributions from the
Chongqing Funds and contributions of cash, equipment and intangible assets from the Company. The Company owns 51% and the Chongqing Funds own 49% of
the equity interest of the Joint Venture. The financial statements of the Joint Venture are consolidated in the accompanying financial statements of the Company
because the Company has a controlling financial interest.

Use of Estimates

The preparation of the condensed consolidated financial statements in conformity with U.S. GAAP requires the Company to make estimates, judgments and
assumptions that affect the reported amounts of assets, liabilities, revenue and expenses. To the extent there are material differences between these estimates and
actual results, the Company's condensed consolidated financial statements will be affected. On an ongoing basis, the Company evaluates the estimates, judgments
and assumptions including those related to stock rotation returns, price adjustments, allowance for doubtful accounts, inventory reserves, warranty accrual, income
taxes, share-based compensation, and useful lives for property, plant and equipment and intangible assets.

Fair Value of Financial Instruments

The fair values of cash equivalents are based on observable market prices and have been categorized in Level 1 in the fair value hierarchy. Cash equivalents
consist primarily of short term bank deposits. The carrying values of financial instruments
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

such as cash and cash equivalents, accounts receivable and accounts payable approximate their carrying values due to their short-term maturities.

Impairment of Long-Lived Assets

Long-lived assets or asset groups are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset
might not be recoverable. Factors that would necessitate an impairment assessment include a significant decline in the observable market value of an asset, a
significant change in the extent or manner in which an asset is used, or any other significant adverse change that would indicate that the carrying amount of an
asset or group of assets may not be recoverable. Where such factors indicate potential impairment, the recoverability of an asset or asset group is assessed by
determining if the carrying value of the asset or asset group exceeds the sum of the projected undiscounted cash flows expected to result from the use and eventual
disposition of the assets over the remaining economic life.  The impairment loss is measured based on the difference between the carrying amount and the
estimated fair value.

Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the change in equity of a business enterprise during a period from transactions and other events and
circumstances from non-owner sources. The Company's accumulated other comprehensive income (loss) consists of cumulative foreign currency translation
adjustments. Total comprehensive income (loss) is presented in the condensed consolidated statements of comprehensive income (loss).

Recent Accounting Pronouncements
    

In November 2016, the Financial Accounting Standards Board ("FASB") issued ASU 2016-18, "Statement of Cash Flows: Restricted Cash ("ASU 2016-18").
ASU 2016-18 requires amounts generally described as restricted cash and restricted cash equivalents be included with cash and cash equivalents when reconciling
the total beginning and ending amounts for the periods shown on the statement of cash flows. This ASU will be effective for fiscal years beginning after December
15, 2017, and interim periods within those fiscal years, with early adoption permitted and requires retrospective adoption.  The Company does not expect the
adoption of this guidance will have a material impact on its consolidated financial position, results of operations or cash flows.

In October 2016, the FASB issued ASU No. 2016-16, "Income Taxes - Intra-Entity Transfers of Assets Other Than Inventory ("ASU 2016-16"). ASU 2016-
16 requires entities to recognize income tax consequences of an intra-entity transfer of an asset other than inventory when the transfer occurs. The amended
guidance is effective for annual reporting periods beginning after December 15, 2018, and interim reporting periods within annual periods beginning after
December 15, 2019. Early adoption is permitted. The Company is currently evaluating the impact the adoption of ASU 2016-16 will have on its consolidated
financial statements.

In August 2016, the FASB issued ASU No. 2016-15, "Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments
("ASU 2016-15"). ASU 2016-15 identifies how certain cash receipts and cash payments are presented and classified in the Statement of Cash Flows under Topic
230. ASU 2016-15 is effective for fiscal years beginning after December 15, 2017, and interim periods within those fiscal years, with early adoption
permitted.  Upon adoption, entities must apply the guidance retrospectively to all periods presented. The Company is currently evaluating the impact the adoption
of ASU 2016-15 will have on its consolidated financial statements.

In May 2016, the FASB issued Accounting Standards Update ("ASU") 2016-12, "Revenue from Contracts with Customers (Topic 606) - Narrow-Scope
Improvements and Practical Expedients." ASU 2016-12 provides additional guidance established by the FASB-IASB Joint Transition Resource Group for Revenue
Recognition regarding the implementation of certain aspects of the new revenue recognition guidance. More specifically, the amendment provides additional
guidance regarding assessing the collectability criterion, the presentation of sales taxes and other similar taxes collected from customers, noncash consideration,
contract modifications or completed contracts at transition of the new revenue recognition guidance and technical corrections. The effective date is consistent with
the effective date of ASU 2014-09. The Company is currently evaluating the impact the adoption of ASU 2016-12 will have on its consolidated financial
statements.

In April 2016, the FASB issued ASU 2016-10, Revenue from Contracts with Customers (Topic 606): Identifying Performance Obligations and Licensing
("ASU 2016-10"). ASU 2016-10 clarifies two aspects of Topic 606: (a) identifying
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

performance obligations; and (b) the licensing implementation guidance. The update is effective for annual periods beginning after December 15, 2017 including
interim reporting periods therein. The Company is currently evaluating the impact the adoption of ASU 2016-10 will have on its consolidated financial statements.

In March 2016, the FASB issued ASU 2016-09, Improvements to Employee Share-Based Payment Accounting ("ASU 2016-09"). ASU 2016-09 simplifies
several aspects of the accounting for employee share-based payment transactions including the accounting for income taxes, forfeitures, and statutory tax
withholding requirements, as well as classification of related amounts within the statement of cash flows. This guidance is effective for annual periods beginning
after December 15, 2016, and interim periods within those annual periods. Early adoption is permitted. The Company does not expect the adoption of this guidance
will have a material impact on its consolidated financial position, results of operations or cash flows.

In February 2016, the FASB issued No. 2016-02, Leases ("ASU 2016-02"). This guidance requires a dual approach for lessee accounting under which a
lessee will account for leases as finance leases or operating leases. Both finance and operating leases will result in the lessee recognizing a right-of-use asset and a
corresponding liability on its balance sheet, with differing methodology for income statement recognition. This guidance is effective for public business entities for
fiscal years, and interim periods within those years, beginning after December 15, 2018, and early adoption is permitted. A modified retrospective approach is
required for all leases existing or entered into after the beginning of the earliest comparative period in the consolidated financial statements. The Company is
currently assessing the impact that adoption of this guidance will have on its consolidated financial statements.

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (“ASU 2014-09”). The standard provides companies with a
single model for use in accounting for revenue arising from contracts with customers and supersedes current revenue recognition guidance, including industry-
specific revenue guidance. The core principle of the model is to recognize revenue when control of the goods or services transfers to the customer, as opposed to
recognizing revenue when the risks and rewards transfer to the customer under the existing revenue guidance. In August 2015, the FASB issued an accounting
standard update for a one-year deferral of the effective date of ASU 2014-09 to annual and interim periods beginning after December 15, 2017 and permits entities
to early adopt the standard of ASU 2014-09 for annual and interim reporting periods beginning after December 15, 2016. Companies are permitted to either apply
the requirements retrospectively to all prior periods presented, or apply the requirements in the year of adoption, through a cumulative adjustment.  The Company
is in the process of evaluating the timing of its adoption and the impact of adoption on its consolidated financial statements.
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

2. Net Income (Loss) Per Common Share Attributable to Alpha and Omega Semiconductor Limited

The following table presents the calculation of basic and diluted net income (loss) per share attributable to common shareholders:

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016
 (in thousands, except per share data)
Numerator:        

Net income (loss) attributable to Alpha and Omega Semiconductor
Limited $ 3,556  $ (1,263)  $ 9,710  $ (4,849)

        
Denominator:        

Basic:        
Weighted average number of common shares used to compute
basic net income (loss) per share 23,675  22,232  23,396  22,400

Diluted:        
Weighted average number of common shares used to compute
basic net income (loss) per share 23,675  22,232  23,396  22,400
Effect of potentially dilutive securities:        

Stock options, RSUs and ESPP shares 1,276  —  1,385  —
Weighted average number of common shares used to compute
diluted net income (loss) per share 24,951  22,232  24,781  22,400

Net income (loss) per share attributable to Alpha and Omega
Semiconductor Limited:        

Basic $ 0.15  $ (0.06)  $ 0.42  $ (0.22)

Diluted $ 0.14  $ (0.06)  $ 0.39  $ (0.22)

The following potential dilutive securities were excluded from the computation of diluted net income (loss) per share as their effect would have been anti-
dilutive:

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016
 (in thousands)  (in thousands)
Employee stock options and RSUs 3  3,003  83  3,307
ESPP 20  416  12  385

Total potential dilutive securities 23  3,419  95  3,692
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

3. Concentration of Credit Risk and Significant Customers

The Company manages its credit risk associated with exposure to distributors and direct customers on outstanding accounts receivable through the
application and review of credit approvals, credit ratings and other monitoring procedures. In some instances, the Company also obtains letters of credit from
certain customers.

Credit sales, which are mainly on credit terms of 30 to 60 days , are only made to customers who meet the Company's credit requirements, while sales to new
customers or customers with low credit ratings are usually made on an advance payment basis. The Company considers its trade accounts receivable to be of good
credit quality because its key distributors and direct customers have long-standing business relationships with the Company and the Company has not experienced
any significant write-offs of accounts receivable in the past. The Company closely monitors the aging of accounts receivable from its distributors and direct
customers, and regularly reviews their financial positions, when available.

Summarized below are individual customers whose revenue or accounts receivable balances were more than 10% of the respective total consolidated
amounts:

 Three Months Ended March 31,  Nine Months Ended March 31,

Percentage of revenue 2017  2016  2017  2016

Customer A 27.3%  24.8%  26.2%  24.0%
Customer B 36.6%  36.0%  36.3%  37.2%
Customer C 10.5%  12.9%  11.7%  12.7%

 
March 31, 

2017

 
June 30, 

2016Percentage of accounts receivable  
Customer A 28.5%  21.3%
Customer B 10.1%  16.7%
Customer C 27.0%  27.2%
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

 
4. Balance Sheet Components

Accounts receivable, net:

 
March 31, 

2017  
June 30, 

2016

 (in thousands)
Accounts receivable $ 41,163  $ 43,324
Less: Allowance for price adjustments (18,681)  (16,700)
Less: Allowance for doubtful accounts (30)  (30)

Accounts receivable, net $ 22,452  $ 26,594

Inventories:

 
March 31, 

2017  
June 30, 

2016
 (in thousands)
Raw materials $ 29,022  $ 23,982
Work in-process 35,699  32,446
Finished goods 8,628  12,420

 

$ 73,349  $ 68,848

 
Property, plant and equipment, net:

 March 31, 
2017  

June 30, 
2016

 (in thousands)
Land $ 4,877  $ 4,877
Building 4,325  4,323
Manufacturing machinery and equipment 207,745  193,164
Equipment and tooling 13,364  12,289
Computer equipment and software 24,113  23,448
Office furniture and equipment 1,979  1,822
Leasehold improvements 29,043  28,660

 285,446  268,583
Less: Accumulated depreciation (187,144)  (168,687)

 

98,302  99,896
Equipment and construction in progress 19,033  16,188

Property, plant and equipment, net $ 117,335  $ 116,084
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Land use rights, net:

 
March 31, 

2017  
June 30, 

2016
 (in thousands)
Land use rights $ 8,737  $ —
Less: Accumulated depreciation —  —

Land use rights, net $ 8,737  $ —

Other long-term assets:

 
March 31, 

2017  
June 30, 

2016
 (in thousands)
Prepayments for property and equipment $ 13,453  $ 506
Prepayment for others 216  42
Prepaid income tax 4,687  —
Investment in a privately held company 100  100
Office leases deposits 527  388
Custom deposits 2,256  1,039
Intangible assets 14  15
Goodwill 269  269

 $ 21,522  $ 2,359

Accrued liabilities:

 
March 31, 

2017  
June 30, 

2016
 (in thousands)
Accrued compensation and benefit $ 9,940  $ 10,211
Warranty accrual 1,872  1,495
Stock rotation accrual 1,712  1,988
Accrued professional fees 1,783  1,867
Accrued inventory 716  918
Accrued facilities related expenses 1,598  1,544
Other accrued expenses 6,052  4,567

 

$ 23,673  $ 22,590

The activities in the warranty accrual, included in accrued liabilities, are as follows:

 Nine Months Ended March 31,

 2017  2016
 (in thousands)
Beginning balance $ 1,495  $ 1,957
Additions 898  803
Utilization (521)  (1,164)

Ending balance $ 1,872  $ 1,596
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ALPHA AND OMEGA SEMICONDUCTOR LIMITED

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

The activities in the stock rotation accrual, included in accrued liabilities, are as follows:

 Nine Months Ended March 31,

 2017  2016
 (in thousands)
Beginning balance $ 1,988  $ 1,894
Additions 3,986  4,643
Utilization (4,262)  (4,481)

Ending balance $ 1,712  $ 2,056

Other Long-term liabilities:

 
March 31, 

2017  
June 30, 

2016
 (in thousands)
Deferred rent $ 567  $ 741

5. Joint Venture

On March 29, 2016, the Company entered into a joint venture contract (the “JV Agreement”) with two investment funds owned by the Municipality of
Chongqing (the “Chongqing Funds”), pursuant to which the Company and the Chongqing Funds formed a joint venture, (the “JV Company”), for the purpose of
constructing and operating a power semiconductor packaging, testing and 12-inch wafer fabrication facility in the Liangjiang New Area of Chongqing, China (the
“JV Transaction”). The total initial capitalization of the JV Company is $330.0 million (the “Initial Capitalization”), which includes cash contribution from the
Chongqing Funds and contributions of cash, equipments and intangible assets from the Company.  The Initial Capitalization is expected to be completed in stages. 
The Company owns 51% , and the Chongqing Funds own 49% , of the equity interest in the JV Company. If both parties agree that the termination of the JV
Company is the best interest of each party or the JV Company is bankrupt or insolvent where either party may terminate early, after paying the debts of the JV
Company, the remaining assets of the JV Company shall be paid to the Chongqing Funds to cover the principal of its total paid-in contributions plus interest at
10% simple annual rate prior to distributing the balance of the JV Company's assets to the Company. The Company expects the JV Company to commence its
initial production in the second half of fiscal year ending June 30, 2018.

There is no private land ownership in China. Individuals and companies are permitted to acquire land use rights for specific purpose. In September 2016, the
JV Company paid approximately $8.7 million for land use rights to build the manufacturing facility. In March 2017, the JV Company received the necessary land
use right certificate from the PRC government. The land use rights will expire on November 30, 2066.

As part of the JV Transaction, the JV Company entered into an Engineering, Procurement and Construction Contract (the “EPC Contract”) with The IT
Electronics Eleventh Design & Research Institute Scientific and Technological Engineering Corporation Limited (the “Contractor”), effective as of January 10,
2017 (the "Effective Date"), pursuant which the Contractor was engaged to construct the manufacturing facility contemplated under the JV Agreement. Under the
EPC Contract, the Contractor’s obligations include, but are not limited to: (i) the development of conceptual design, initial design, construction drawing design and
optimization, and submission of such designs to the JV Company for examination and confirmation; and (ii) the construction of the assembly and wafer fabrication
facilities and related procurement services, including the selection and engagement of subcontractors, in accordance with a construction schedule agreed upon by
the parties. The total price payable under the EPC Contract is Chinese Renminbi (RMB) 540,000,000 , or approximately $77,996,360 based on the currency
exchange rate between RMB and U.S. Dollars on the Effective Date, which consists of $2,820,154 (RMB 19,525,052 ) of design fees (“Design Fees”) and
$75,176,206 (RMB 520,474,948 ) of construction and procurement fees (including compliance with safety and aesthetic requirements) (“Construction Fees”). The
Design Fees and Construction Fees will be paid by the JV Company pursuant to a payment schedule based on the progress of the construction and the
achievements of specified milestones, approximately $58.3 million and $19.7 million in calendar year 2017 and 2018, respectively. The payment may be
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subject to volatility as a result of exposure to fluctuations in RMB foreign exchange rates. As of March 31, 2017, the JV Company paid approximately $11.9
million of down payment related to EPC Contract.

The Company began consolidating the financial statements of the JV Company in the quarter ended June 30, 2016. During the quarter ended September 30,
2016, the Chongqing Funds contributed $33.0 million of initial capital in cash and the Company fulfilled its obligation to contribute certain packaging equipments
as required by the JV Agreement by transferring the legal titles of such equipment to the JV Company. Within one year from June 30, 2016, the Company expects
to contribute certain intangible assets and cash of $10.0 million pursuant to the terms of the JV Agreement.

The changes in total stockholders' equity and noncontrolling interest were as follows (in thousands):

  
Total AOS Stockholders'

Equity  Noncontrolling Interest  Total Equity

Balance, June 30, 2016  $ 242,142  $ (103)  $ 242,039
     Contributions from noncontrolling interest  —  33,000  33,000

Exercise of common stock options and release of RSUs  7,462  —  7,462
Issuance of shares under ESPP  1,166  —  1,166
Reissuance of treasury stock upon exercise of common stock options
and release of RSUs  330  —  330
Withholding tax on restricted stock units  (1,915)  —  (1,915)

     Stock-based compensation expense  4,585  —  4,585
      Net income (loss)  9,710  (3,237)  6,473
     Cumulative translation adjustment  (731)  (832)  (1,563)

Balance, March 31, 2017  $ 262,749  $ 28,828  $ 291,577

6. Shareholders' Equity and Share-based Compensation

Share Repurchase

In April 2015, the Board of Directors approved an increase in the remaining available amount under the Company’s then effective share repurchase program
from approximately $17.8 million to $50.0 million . The repurchases may be made from the open market pursuant to a pre-established Rule 10b5-1 trading plan (as
amended, the "Repurchase Trading Plan") or through privately negotiated transactions.

In July 2015, the Company completed a Dutch tender offer (the "Tender Offer") in which it purchased 3,296,703 shares of its common shares, at a purchase
price of $9.10 per share, for an aggregate purchase price of $30.0 million , excluding fees and expenses relating to the Tender Offer. The Tender Offer was part of
the $50.0 million share repurchase program approved by the Board on April 15, 2015. Shares repurchased are accounted for as treasury shares and the total cost of
shares repurchased is recorded as a reduction of shareholders' equity.

During the nine months ended March 31, 2017 , the Company did not repurchase any shares pursuant to the repurchase program.  Since the inception of the
program in 2010, the Company repurchased an aggregate of 5,723,093 shares from the open market including shares purchased in the Tender Offer for a total cost
of $50.8 million , at an average price of $8.87 per share, excluding fees and related expenses.  No repurchased shares have been retired. Of the 5,723,093
repurchased shares, 110,153 shares with a weighted average repurchase price of $10.98 per share, were reissued at an average price of $5.79 per share pursuant to
option exercises and vested restricted share units. As of March 31, 2017 , $6.4 million remained available under the share repurchase program.

Stock Options

The Company did not grant any stock options during the nine months ended March 31, 2017 . Options expected to vest are the result of applying the pre-
vesting forfeiture rate assumption to total outstanding options.
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The following table summarizes the Company's stock option activities for the nine months ended March 31, 2017 :

     Weighted   
   Weighted  Average   
   Average  Remaining   
 Number of  Exercise Price  Contractual  Aggregate
 Shares  Per Share  Term (in years)  Intrinsic Value

Outstanding at June 30, 2016 1,859,260  $ 11.37  4.71  $ 5,959,720
Granted —  $ —     
Exercised (657,469)  $ 11.85    $ 5,382,647
Canceled or forfeited (112,500)  $ 12.72     

Outstanding at March 31, 2017 1,089,291  $ 10.95  4.63  $ 6,932,190

Options vested and expected to vest 1,082,604  $ 10.97  4.62  $ 6,868,038

Exercisable at March 31, 2017 948,874  $ 11.45  4.33  $ 5,580,467

Restricted Stock Units ("RSU")

The following table summarizes the Company's RSU activities for the nine months ended March 31, 2017 :

 

Number of
Restricted Stock

Units  

Weighted Average
Grant Date Fair
Value Per Share  

Weighted Average
Remaining
Recognition

Period (Years)  
Aggregate Intrinsic

Value

Nonvested at June 30, 2016 933,063  $ 9.18  1.73  $ 12,997,568
Granted 605,043  $ 18.10     
Vested (328,226)  $ 7.84     
Forfeited (21,725)  $ 12.38     

Nonvested at March 31, 2017 1,188,155  $ 14.04  1.95  $ 20,424,384

RSUs vested and expected to vest 988,787    1.84  $ 16,997,248

The fair value of RSU is estimated based on the market price of the Company's share on the date of grant.

In March 2017, the Company granted certain performance-based RSUs (“PRSUs”) to its key personnel. The number shares of PRSU were determined based
on the level of attainment of predetermined financial goals. The PRSU will vest in four equal annual installments from March 15, 2018 if certain predetermined
financial goals were met. The Company recorded approximately $68,000 of expenses for these PRSUs in the three and nine months ended March 31, 2017 based
on 170,000 PRSU grants.

Employee Share Purchase Plan ("ESPP")

The assumptions used to estimate the fair values of common shares issued under the ESPP were as follows:

  
 Nine Months Ended March 31,
 2017

Volatility rate 39.09%
Risk-free interest rate 0.6% - 1.0%
Expected term 1.3 years
Dividend yield 0%

Share-based Compensation Expense

T he total share-based compensation expense related to stock options, RSUs and ESPP described above, recognized in the condensed consolidated statements
of operations for the periods presented was as follows:
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 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016
 (in thousands)  (in thousands)
Cost of goods sold $ 222  $ 187  $ 622  $ 475
Research and development 395  309  1,138  766
Selling, general and administrative 1,098  677  2,825  1,806

 $ 1,715  $ 1,173  $ 4,585  $ 3,047

As of March 31, 2017 , total unrecognized compensation cost under the Company's equity plans was $10.8 million , which is expected to be recognized over
a weighted-average period of 1.9 years.

7. Income Taxes

The Company recognized income tax expense of approximately $0.5 million and $1.2 million for the three months ended March 31, 2017 and 2016 ,
respectively. The Company recognized income tax expense of approximately $2.8 million and $3.4 million for the nine months ended March 31, 2017 and 2016 ,
respectively. The estimated effective tax rate for the three months ended March 31, 2017 was 18.0% compared to (2,770.5)% for the three months ended March 31,
2016 . The estimated effective tax rate for the nine months ended March 31, 2017 was 30.5% compared to (246.1)% for the nine months ended March 31, 2016 .
The changes in the effective tax rate and tax expense between the periods resulted primarily from changes in the mix of earnings in various geographic
jurisdictions between the current quarter and the same period of last year.

During the quarter ended September 30, 2016, the Company fulfilled its obligations to contribute certain packaging equipment as required by the JV
Agreement by transferring the legal titles of such equipment to the JV Company. As a result of the transfer, the Company reduced its deferred tax assets by $6.6
million and recorded a $6.6 million in prepaid tax asset, which is amortized to tax expense over the useful life of the assets. As of March 31, 2017 , the prepaid tax
asset was amortized down to $5.8 million , of which $1.1 million and $4.7 million were included in prepaid and other current assets and other long-term assets on
the Company’s balance sheet, respectively.

The Company files its income tax returns in the United States and in various foreign jurisdictions. The tax years 2001 to 2016 remain open to examination by
U.S. federal and state tax authorities. The tax years 2009 to 2016 remain open to examination by foreign tax authorities.

The Company's income tax returns are subject to examinations by the Internal Revenue Service and other tax authorities in various jurisdictions. In
accordance with the guidance on the accounting for uncertainty in income taxes, the Company regularly assesses the likelihood of adverse outcomes resulting from
these examinations to determine the adequacy of its provision for income taxes. These assessments can require considerable estimates and judgments. As of
March 31, 2017 , the gross amount of unrecognized tax benefits was approximately $6.4 million , of which $4.0 million , if recognized, would reduce the effective
income tax rate in future periods. If the Company's estimate of income tax liabilities proves to be less than the ultimate assessment, then a further charge to expense
would be required. If events occur and the payment of these amounts ultimately proves to be unnecessary, the reversal of the liabilities would result in tax benefits
being recognized in the period when the Company determines the liabilities are no longer necessary. The Company does not anticipate any material changes to its
uncertain tax positions during the next twelve months .

On July 27, 2015, in Altera Corp. v. Commissioner , the U.S. Tax Court issued an opinion related to the treatment of share-based compensation expense in an
intercompany cost-sharing arrangement. A final decision has yet to be issued by the Tax Court due to other outstanding issues related to the case. At this time, the
U.S. Department of the Treasury has not withdrawn the requirement to include share-based compensation from its regulations. Due to the uncertainty surrounding
the status of the current regulations, questions related to the scope of potential benefits, and the risk of the Tax Court’s decision being overturned upon appeal, the
Company has not recorded any benefit as of March 31, 2017 . The Company will continue to monitor ongoing developments and potential impacts to its financial
statements.
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8. Segment and Geographic Information

The Company is organized as, and operates in, one operating segment: the design, development and supply of power semiconductor products for computing,
consumer electronics, communication and industrial applications. The chief operating decision-maker is the Chief Executive Officer. The financial information
presented to the Company's Chief Executive Officer is on a consolidated basis, accompanied by information about revenue by customer and geographic region, for
purposes of evaluating financial performance and allocating resources. The Company has one business segment, and there are no segment managers who are held
accountable for operations, operating results and plans for products or components below the consolidated unit level. Accordingly, the Company reports as a single
operating segment.

The Company sells its products primarily to distributors in the Asia Pacific region, who in turn sell these products to end customers. Because the Company's
distributors sell their products to end customers which may have a global presence, revenue by geographical location is not necessarily representative of the
geographical distribution of sales to end user markets.

The revenue by geographical location in the following tables is based on the country or region to which the products were shipped to:

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016
 (in thousands)  (in thousands)
Hong Kong $ 75,785  $ 71,684  $ 236,873  $ 212,041
China 15,334  9,520  42,159  26,458
South Korea 294  504  1,053  1,604
United States 1,075  726  2,767  2,227
Other Countries 793  553  2,478  1,921

 
$ 93,281  $ 82,987  $ 285,330  $ 244,251

The following is a summary of revenue by product type:

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016

 (in thousands)  (in thousands)
Power discrete $ 70,794  $ 63,464  $ 212,044  $ 182,769
Power IC 19,309  16,251  64,166  50,164
Packaging and testing services 3,178  3,272  9,120  11,318

 
$ 93,281  $ 82,987  $ 285,330  $ 244,251

Long-lived assets, net consisting of property, plant and equipment and land use rights, by geographical area are as follows:

 
March 31, 

2017  
June 30, 

2016
 (in thousands)
China $ 68,528  $ 64,272
United States 56,875  51,214
Other Countries 669  598

 
$ 126,072  $ 116,084
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9. Commitments and Contingencies

Purchase Commitments

As of March 31, 2017 and June 30, 2016 , the Company had approximately $31.2 million and $39.6 million , respectively, of outstanding purchase
commitments primarily for purchases of semiconductor raw materials, wafers, spare parts and packaging and testing services, and approximately $11.1 million and
$6.6 million , respectively, of capital commitments for the purchase of property and equipment.

Contingencies and Indemnities

The Company is currently not a party to any pending material legal proceedings. The Company has in the past, and may from time to time in the future,
become involved in legal proceedings arising from the normal course of business activities.  The semiconductor industry is characterized by frequent claims and
litigation, including claims regarding patent and other intellectual property rights as well as improper hiring practices. Irrespective of the validity of such claims,
the Company could incur significant costs in the defense of such claims and suffer adverse effects on its operations.

The Company is a party to a variety of agreements that it has contracted with various third parties. Pursuant to these agreements, the Company may be
obligated to indemnify another party to such an agreement with respect to certain matters. Typically, these obligations arise in the context of contracts entered into
by the Company, under which the Company customarily agrees to hold the other party harmless against losses arising from a breach of representations and
covenants related to such matters as title to assets sold, certain intellectual property rights, specified environmental matters and certain income taxes. In these
circumstances, payment by the Company is customarily conditioned on the other party making a claim pursuant to the procedures specified in the particular
contract, which procedures typically allow the Company to challenge the other party's claim. Further, the Company's obligations under these agreements may be
limited in time and/or amount, and in some instances, the Company may have recourse against third parties for certain payments made by it under these
agreements. The Company has not historically paid or recorded any material indemnifications and no accrual has been made at March 31, 2017 and June 30, 2016 .

The Company has agreed to indemnify its directors and certain employees as permitted by law and pursuant to its bye-laws, and has entered into
indemnification agreements with its directors and executive officers. The Company has not recorded a liability associated with these indemnification arrangements,
as it historically has not incurred any material costs associated with such indemnification obligations. Costs associated with such indemnification obligations may
be mitigated by insurance coverage that the Company maintains. However, such insurance may not cover any, or may cover only a portion of, the amounts the
Company may be required to pay. In addition, the Company may not be able to maintain such insurance coverage in the future.

Joint Venture

In March 2016, the Company executed an agreement with two strategic investment funds owned by the Municipality of Chongqing, China to form a joint
venture for a new state-of-the-art power semiconductor packaging, testing and wafer fabrication facility in Liangjiang New Area of Chongqing (the "Joint
Venture"). The initial capitalization of the Joint Venture under the agreement is $330.0 million , which includes cash contribution from the Chongqing Funds and
contributions of cash, equipment and intangible assets from the Company. The Company owns 51% and the Chongqing Funds own 49% of the equity interest of
the Joint Venture. The Joint Venture is accounted under the provisions of the consolidation guidance since the Company has controlling financial interest.

The Joint Venture is expected to commence its initial packaging production in the second half of fiscal year ending June 30, 2018. Within one year from June
30, 2016, the Company is expected to contribute cash of $10.0 million and certain intangible assets. The Joint Venture plans to construct and operate a 12-inch
wafer fabrication facility for the production of power semiconductors.

In January 2017, the JV Company entered into an Engineering, Procurement and Construction Contract (the "EPC Contract") with The IT Electronics
Eleventh Design & Research Institute Scientific and Technological Engineering Corporation Limited, effective as of January 10, 2017 (the "Effective Date"). The
total price payable by the JV Company under the EPC Contract is RMB 540,000,000 , or $77,996,360 based on the currency exchange rate between RMB and U.S.
Dollars on the
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Effective Date, which consists of $2,820,154 (RMB 19,525,052 ) of design fees and $ 75,176,206 (RMB 520,474,948 ) of construction and procurement fees,
including compliance with safety and aesthetic requirements.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Except for the historical information contained herein, the matters addressed in this Item 2 constitute “forward-looking statements” within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Such forward-looking statements are
subject to a variety of risks and uncertainties, including those discussed below under the heading “Risk Factors” and elsewhere in this Quarterly Report on Form
10-Q, that could cause actual results to differ materially from those anticipated by the Company’s management. The Private Securities Litigation Reform Act of
1995 (the “Act”) provides certain “safe harbor” provisions for forward-looking statements. All forward-looking statements made in this Quarterly Report on
Form 10-Q are made pursuant to the Act. The Company undertakes no obligation to publicly release the results of any revisions to its forward-looking statements
that may be made to reflect events or circumstances after the date hereof or to reflect the occurrence of unexpected events. Unless the context otherwise requires,
the words “AOS,” the “Company,” “we,” “us” and “our” refer to Alpha and Omega Semiconductor Limited and its subsidiaries.

This management’s discussion should be read in conjunction with the management’s discussion included in the Company’s Annual Report on Form 10-K for
the fiscal year ended June 30, 2016 , filed with the Securities and Exchange Commission on August 26, 2016.

Overview

We are a designer, developer and global supplier of a broad portfolio of power semiconductors. Our portfolio of power semiconductors includes
approximately 1,600 products, and has grown with the introduction of over 90 new products during each of the fiscal years ended June 30, 2016, 2015 and 2014.
During the nine months ended March 31, 2017 , we introduced an additional 64 new products. Our teams of scientists and engineers have developed extensive
intellectual properties and technical knowledge that encompass major aspects of power semiconductors, which we believe enables us to introduce and develop
innovative products to address the increasingly complex power requirements of advanced electronics. We have an extensive patent portfolio that consists of 673
patents and 135 patent applications in the United States as of March 31, 2017 . We differentiate ourselves by integrating our expertise in technology, design and
advanced packaging to optimize product performance and cost. Our portfolio of products targets high-volume applications, including personal computers, flat
panel TVs, LED lighting, smart phones, battery packs, consumer and industrial motor controls and power supplies for TVs, computers, servers and
telecommunications equipment.

Our business model leverages global resources, including research and development and manufacturing in the United States and Asia. Our sales and technical
support teams are localized in several growing markets. We operate a 200mm wafer fabrication facility in Hillsboro, Oregon, or the Oregon fab, which is critical
for us to accelerate proprietary technology development and new product introduction as well as to improve our financial performance in the long run. To meet the
market demand for more mature high volume products, we also utilize the wafer manufacturing capacity of selected third party foundries. For assembly and test,
we primarily rely upon our in-house facilities in China. In addition, we utilize subcontracting partners for industry standard packages. We believe our in-house
packaging and testing capability provides us with a competitive advantage in proprietary packaging technology, product quality, cost and sales cycle time.

On March 29, 2016, we entered into a joint venture contract (the “JV Agreement”) with two investment funds owned by the Municipality of Chongqing (the
“Chongqing Funds”), pursuant to which we and the Chongqing Funds formed a joint venture, (the “JV Company”), for the purpose of constructing a power
semiconductor packaging, testing and wafer fabrication facility in the Liangjiang New Area of Chongqing, China (the “JV Transaction”). The total initial
capitalization of the JV Company is $330.0 million (the “Initial Capitalization”).  The Initial Capitalization is expected to be completed in stages.  During the
quarter ended September 30, 2016, the Chongqing Funds contributed $33.0 million of initial capital in cash and we fulfilled our obligations to contribute certain
packaging equipment as required by the JV Agreement by transferring the legal titles of such equipment to the JV Company. We own 51%, and the Chongqing
Funds own 49%, of the equity interest in the JV Company. If both parties agree that the termination of the JV Company is the best interest of each party or the JV
Company is bankrupt or insolvent where either party may terminate early, after paying the debts of the JV Company, the remaining assets of the JV Company shall
be paid to the Chongqing Funds to cover the principal of its total paid-in contributions plus the interest at 10% simple annual rate prior to distributing the balance
of the JV Company's assets to us. During the three months and nine months ended March 31, 2017 , we recorded $1.2 million and $3.2 million in net loss
attributable to noncontrolling interest, representing 49% of the net loss incurred in the JV Company, which was attributable to operating expenses and depreciation
expenses offset by equipment lease income and interest income. We expect the JV Company to commence its initial production in the second half of fiscal year
ending June 30, 2018. The JV Company plans to construct and operate a 12-inch wafer fabrication facility for
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the production of power semiconductors. We expect the joint venture to deliver significant cost savings, enhance our market positions in China, and drive
meaningful improvements in working capital and capital expenditures.

As part of the JV Transaction, the JV Company entered into an Engineering, Procurement and Construction Contract (the “EPC Contract”) with The IT
Electronics Eleventh Design & Research Institute Scientific and Technological Engineering Corporation Limited (the “Contractor”), effective as of January 10,
2017 (the "Effective Date"), pursuant which the Contractor was engaged to construct the manufacturing facility contemplated under the JV Agreement. Under the
EPC Contract, the Contractor’s obligations include, but are not limited to: (i) the development of conceptual design, initial design, construction drawing design and
optimization, and submission of such designs to the JV Company for examination and confirmation; and (ii) the construction of the assembly and wafer fabrication
facilities and related procurement services, including the selection and engagement of subcontractors, in accordance with a construction schedule agreed upon by
the parties. The total price payable under the EPC Contract is Chinese Renminbi (RMB) 540,000,000, or approximately $77,996,360 based on the currency
exchange rate between RMB and U.S. Dollars on the Effective Date, which consists of $2,820,154 (RMB 19,525,052) of design fees (“Design Fees”) and
$75,176,206 (RMB 520,474,948) of construction and procurement fees (including compliance with safety and aesthetic requirements) (“Construction Fees”). The
Design Fees and Construction Fees will be paid by JV Company pursuant to a payment schedule based on the progress of the construction and the achievements of
specified milestones, approximately $58.3 million and $19.7 million in calendar year 2017 and 2018, respectively. The payment may be subject to volatility as a
result of exposure to fluctuations in RMB foreign exchange rates. As of March 31, 2017, the JV Company paid approximately $11.9 million of down payment
related to EPC Contract.

During the third quarter of fiscal year of 2017, we introduced AOZ5038QI, the highly versatile latest generation of power modules. The AOZ5038QI
integrates a dual gate driver and two optimized MOSFETs in a 31-pin 5mm x 5mm QFN package to produce a high-power and high-efficiency power stage for
synchronous step-down applications. It enables high power density-voltage regulator solutions ideal for CPU and GPU power regulation in notebook PCs, servers,
and graphic cards. We also released intelligent power module, IPM5 series. Its compact size is optimized to deliver excellent efficiency and ruggedness. The IPM5
is a reliable module system designed with AlphaIGBT™ technology integrated with high functional gate driver ICs, and high-density package technology for
applications such as refrigerators, washing machines, and fan motors. During the second quarter of fiscal year of 2017, we released AOC3860, a common-drain
12V dual n-channel MOSFET with the lowest on-resistance in the product family of 2.15mOhm typical at 4.5V gate drive. This new device provides further
improved source-to-source resistance, which is a critical factor for smart phone makers to achieve faster battery charge with a higher charging current. We also
released AOK40B65H2AL, the introductory device in the new 650V H2-series IGBT family. The AOK40B65H2AL has been optimized to deliver high-speed
switching performance by improving fast turn-off switching in applications such as welding machines, power factor correction and high switching converters. In
addition, we released two new products in the 100V MOSFET family, AO4290A and AON6220. These products are designed for synchronous rectification for
flyback converters, used in high-speed charger and PD adapters. Both parts are designed to be fully driven with 4.5V gate drive voltage. During the first quarter of
fiscal year of 2017, we released AOZ5166QI-01, the high efficiency power modules which are fully compliant with Intel's DrMOS specifications. This new device
enables high power density voltage regulator solutions ideal for servers, work stations, graphic cards and high-end desktop PC applications. We also announced the
addition of AOK30B135W1 to its 1350V AlphaIGBT™ family. The new AOK30B135W1 has been optimized to deliver high performance by reducing switching
loss in soft-switching home appliance applications such as induction cooking, rice cookers, and inverter-based microwave ovens. In addition, we introduced two
new products based on its high efficiency XS-PairFET package and latest low voltage technology. The AOE6932 and AOE6936 are the newest extensions to the
flagship device, AOE6930, that was released in 2015. Both products are newly optimized for enhanced driving and switching performance.

Factors affecting our performance

Our performance is affected by several key factors, including the following:

The global, regional economic and PC market conditions : Because our products primarily serve consumer electronic applications, a deterioration of the
global and regional economic conditions could materially affect our revenue and results of operations. In particular, because a significant amount of our revenue is
derived from sales of products in the personal computing ("PC") markets, such as notebooks, motherboards and notebook battery packs, a significant decline or
downturn in the PC market can have a material adverse effect on our revenue and results of operations.  Our revenue from the PC market accounted for
approximately 41.1% and 36.4% of our total revenue for the three months ended March 31, 2017 and 2016 , respectively, and 38.5% and 39.6% for the the nine
months ended March 31, 2017 and 2016 , respectively. In the past, we have experienced a significant decline in the global and regional PC market due to continued
growth of demand in tablets and smart phones, worldwide economic conditions and the industry inventory correction which had and may continue to have a
material negative impact on the demand for our products, revenue, factory utilization, gross margin, our ability to resell excess inventory, and other performance
measures.
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In response to this trend, we executed and continue to execute strategies to diversify our portfolio of products and expand into other market segments,
including the consumer, communications and industrial market segments, and to improve gross margin and profit by implementing cost control measures. While
making progress in reducing our reliance on the PC market, we continue to support our computing business and capitalize on opportunities with a more focused
and competitive PC product strategy. As we develop and sell new products that serve more diversified markets, we expect sales based on the PC market, as a
percentage of the total revenue to decline. If the rate of decline in the PC market is faster than our expectation, or if we cannot successfully diversify or introduce
new products to offset the decline in the PC market, we may not be able to alleviate its negative impact on our operating results.

Manufacturing costs :  Our gross margin may be affected by our manufacturing costs, including utilization of our manufacturing facilities, pricing of wafers
from third party foundries and semiconductor raw materials, which may fluctuate from time to time largely due to the market demand and supply.  Capacity
utilization affects our gross margin because we have certain fixed costs associated with our packaging and testing facilities and our Oregon fab.  If we are unable to
utilize our manufacturing facilities at a desired level, our gross margin may be adversely affected.  In addition, we expect that in the long term our joint venture
agreement with the Chongqing Funds will reduce our costs of manufacturing. However, our manufacturing costs may increase in the short term prior to the
commencement of operation of the JV Company, because we may be required to incur additional costs to acquire packaging and testing capacity in order make up
for the reduced capacity during the period in which we transfer and relocate our equipment from Shanghai to Chongqing.

Erosion of average selling price: Erosion of average selling prices of established products is typical in our industry. Consistent with this historical trend, we
expect our average selling prices of existing products to decline in the future. However, in the normal course of business, we seek to offset the effect of declining
average selling price by introducing new and higher value products, expanding existing products for new applications and new customers and reducing the
manufacturing cost of existing products.

Product introductions and customers' product requirements: Our success depends on our ability to introduce products on a timely basis that meet or are
compatible with our customers' specifications and performance requirements. Both factors, timeliness of product introductions and conformance to customers'
requirements, are equally important in securing design wins with our customers. As we accelerate the development of new technology platforms, we expect to
increase the pace at which we introduce new products and obtain design wins. Our failure to introduce new products on a timely basis that meet customers'
specifications and performance requirements, particularly those products with major OEM customers, and our inability to continue to expand our serviceable
markets, could adversely affect our financial performance, including loss of market share. We expect our joint venture with the Chongqing Funds to commence
operation in the second half of fiscal year ending June 30, 2018, and we believe that the joint venture will increase and diversify our customer base, particularly in
China, in the long term. However, there is no guarantee that the joint venture will commence timely or at all. Even if we are able to commence operation, we may
not be successful in acquiring a sufficient number of new customers to offset the additional costs due to various factors, including but are not limited to,
competition from other semiconductor companies in the region, our lack of history and prior relationships with customers as a new entrant, difficulties in executing
our joint venture strategies, lack of control over our operations and the general economic conditions in Chongqing and China.

Distributor ordering patterns, customer demand and seasonality : Our distributors place purchase orders with us based on their forecasts of end customer
demand, and this demand may vary significantly depending on the sales outlook and market and economic conditions of end customers. Because these forecasts
may not be accurate, channel inventory held at our distributors may fluctuate significantly, which in turn may prompt distributors to make significant adjustments
to their purchase orders placed with us. As a result, our revenue and operating results may fluctuate significantly from quarter to quarter. In addition, because our
products are used in consumer electronics products, our revenue is subject to seasonality. Our sales seasonality is affected by numerous factors, including global
and regional economic conditions as well as the PC market conditions, revenue generated from new products, changes in distributor ordering patterns in response
to channel inventory adjustments and end customer demand for our products and fluctuations in consumer purchase patterns prior to major holiday seasons. In
recent periods, broad fluctuations in the semiconductor markets and the global and regional economic conditions, in particular the decline of the PC market
conditions, have had a more significant impact on our results of operations than seasonality. Furthermore, our revenue may be impacted by the level of demand
from our major customers due to factors outside of our control. If these major customers experience significant decline in the demand of their products, encounter
difficulties or defects in their products, or otherwise fail to execute their sales and marketing strategies successfully, it may adversely affect our revenue and results
of operations.

Principal line items of statements of operations

The following describes the principal line items set forth in our condensed consolidated statements of operations:
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Revenue

We generate revenue primarily from the sale of power semiconductors, consisting of power discretes and power ICs. Because our products typically have
three to five year life cycles, the rate of new product introduction is an important driver of revenue growth over time. We believe that expanding the breadth of our
product portfolio is important to our business prospects, because it provides us with an opportunity to increase our total bill-of-materials within an electronic
system and to address the power requirements of additional electronic systems. In addition, a small percentage of our total revenue is generated by providing
packaging and testing services to third-parties through one of our subsidiaries.

Our product revenue includes the effect of the estimated stock rotation returns and price adjustments that we expect to provide to our distributors. Stock
rotation returns are governed by contract and are limited to a specified percentage of the monetary value of products purchased by the distributor during a specified
period. At our discretion or upon our direct negotiations with the original design manufacturers ("ODMs") or original equipment manufacturers ("OEMs"), we may
elect to grant special pricing that is below the prices at which we sold our products to the distributors. In these situations, we will grant price adjustments to the
distributors reflecting such special pricing. We estimate the price adjustments for inventory at the distributors based on factors such as distributor inventory levels,
pre-approved future distributor selling prices, distributor margins and demand for our products.

Cost of goods sold

Our cost of goods sold primarily consists of costs associated with semiconductor wafers, packaging and testing, personnel, including share-based
compensation expense, overhead attributable to manufacturing, operations and procurement, and cost associated with yield improvements, capacity utilization,
warranty and inventory reserves. As the volume of sales increases, we expect cost of goods sold to increase. We implemented a process to improve our factory
capacity utilization rates by transferring more wafer production to our Oregon fab and reducing our reliance on outside foundries. While our utilization rates cannot
be immune to market conditions, our goal is to make such rates less vulnerable to market fluctuations. We believe our market diversification strategy and product
growth will drive higher volumes of manufacturing which will improve our factory utilization rates and gross margin in the long run.

Operating expenses

Our operating expenses consist of research and development, selling, general and administrative expenses. We expect our operating expenses as a percentage
of revenue to fluctuate from period to period as we continue to exercise cost control measures in response to the declining PC market as well as align our operating
expenses to the revenue level.

Research and development expenses.  Our research and development expenses consist primarily of salaries, bonuses, benefits, share-based compensation
expense, expenses associated with new product prototypes, travel expenses, fees for engineering services provided by outside contractors and consultants,
amortization of software and design tools, depreciation of equipment and overhead costs. We continue to invest in developing new technologies and products
utilizing our own fabrication and packaging facilities as it is critical to our long-term success. We also evaluate appropriate investment levels and stay focused on
new product introductions to improve our competitiveness. We expect that our research and development expenses will fluctuate from time to time.

Selling, general and administrative expenses.  Our selling, general and administrative expenses consist primarily of salaries, bonuses, benefits, share-based
compensation expense, product promotion costs, occupancy costs, travel expenses, expenses related to sales and marketing activities, amortization of software,
depreciation of equipment, maintenance costs and other expenses for general and administrative functions as well as costs for outside professional services,
including legal, audit and accounting services. We expect our selling, general and administrative expenses to fluctuate in the near future as we continue to exercise
cost control measures in response to the declining PC market.

Impairment of Long-Lived Assets: Long-lived assets or asset groups are reviewed for impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset might not be recoverable. The recoverability of an asset or asset group is assessed by determining if the carrying value of the asset
or asset group exceeds the sum of the projected undiscounted cash flows expected to result from the use and eventual disposition of the assets over the remaining
economic life.  The impairment loss is measured based on the difference between the carrying amount and estimated fair value.

Income tax expense

We are subject to income taxes in various jurisdictions. Significant judgment and estimates are required in determining our worldwide income tax expense.
The calculation of tax liabilities involves dealing with uncertainties in the application of complex
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tax regulations of different jurisdictions globally. We establish accruals for potential liabilities and contingencies based on a more likely than not threshold to the
recognition and de-recognition of uncertain tax positions. If the recognition threshold is met, the applicable accounting guidance permits us to recognize a tax
benefit measured at the largest amount of tax benefit that is more likely than not to be realized upon settlement with a taxing authority. If the actual tax outcome of
such exposures is different from the amounts that were initially recorded, the differences will impact the income tax and deferred tax provisions in the period in
which such determination is made. Changes in the location of taxable income (loss) could result in significant changes in our income tax expense.

We record a valuation allowance against deferred tax assets if it is more likely than not that a portion of the deferred tax assets will not be realized, based on
historical profitability and our estimate of future taxable income in a particular jurisdiction. Our judgments regarding future taxable income may change due to
changes in market conditions, changes in tax laws, tax planning strategies or other factors. If our assumptions and consequently our estimates change in the future,
the deferred tax assets may increase or decrease, resulting in corresponding changes in income tax expense. Our effective tax rate is highly dependent upon the
geographic distribution of our worldwide profits or losses, the tax laws and regulations in each geographical region where we have operations, the availability of
tax credits and carry-forwards and the effectiveness of our tax planning strategies.

During the quarter ended September 30, 2016, the Company fulfilled its obligations to contribute certain packaging equipment as required by the JV
Agreement by transferring the legal titles of such equipment to the JV Company. As a result of the transfer, the Company reduced its deferred tax assets by $6.6
million and recorded a $6.6 million in prepaid tax asset, which is amortized to tax expense over the useful life of the assets. As of March 31, 2017 , the prepaid tax
asset was amortized down to $5.8 million , of which $1.1 million and $4.7 million were included in prepaid and other current assets and other long-term assets on
the Company’s balance sheet, respectively.

Results of Operations

The following tables set forth statements of operations, also expressed as a percentage of revenue, for the three and nine months ended March 31, 2017 and
2016 . Our historical results of operations are not necessarily indicative of the results for any future period.
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 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016  2017  2016  2017  2016
 (in thousands)  (% of revenue)  (in thousands)  (% of revenue)

Revenue $ 93,281  $ 82,987  100.0 %  100.0 %  $ 285,330  $ 244,251  100.0 %  100.0 %
Cost of goods sold 70,584  66,668  75.7 %  80.3 %  218,595  197,899  76.6 %  81.0 %

Gross profit 22,697  16,319  24.3 %  19.7 %  66,735  46,352  23.4 %  19.0 %
Operating expenses                

Research and development 7,625  6,924  8.2 %  8.3 %  21,928  19,029  7.7 %  7.8 %
Selling, general and administrative 12,067  9,566  12.9 %  11.5 %  35,224  27,935  12.3 %  11.4 %
Impairment of long-lived assets —  —  — %  — %  —  432  — %  0.2 %

Total operating expenses 19,692  16,490  21.1 %  19.8 %  57,152  47,396  20.0 %  19.4 %
Operating income (loss) 3,005  (171)  3.2 %  (0.1)%  9,583  (1,044)  3.4 %  (0.4)%
Interest income and other income
(loss), net (74)  132  (0.1)%  0.2 %  (193)  (335)  (0.1)%  (0.1)%
Interest expense (22)  (5)  — %  — %  (72)  (22)  — %  — %

Net Income (loss) before income
taxes 2,909  (44)  3.1 %  (0.1)%  9,318  (1,401)  3.3 %  (0.6)%

Income tax expense 523  1,219  0.6 %  1.5 %  2,845  3,448  1.0 %  1.4 %
Net income (loss) including
noncontrolling interest 2,386  (1,263)  2.5 %  (1.6)%  6,473  (4,849)  2.3 %  (2.0)%
Net loss attributable to
noncontrolling interest (1,170)  —  (1.3)%  — %  (3,237)  —  (1.1)%  — %

Net income (loss) attributable to
Alpha and Omega
Semiconductor Limited $ 3,556  $ (1,263)  3.8 %  (1.6)%  $ 9,710  $ (4,849)  3.4 %  (2.0)%

Share-based compensation expense was allocated as follow:

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  2017  2016  2017  2016  2017  2016
 (in thousands)  (% of revenue)  (in thousands)  (% of revenue)

Cost of goods sold $ 222  $ 187  0.2%  0.2%  $ 622  $ 475  0.2%  0.2%
Research and development 395  309  0.4%  0.4%  1,138  766  0.4%  0.3%
Selling, general and administrative 1,098  677  1.2%  0.8%  2,825  1,806  1.0%  0.7%

Total $ 1,715  $ 1,173  1.8%  1.4%  $ 4,585  $ 3,047  1.6%  1.2%

Three And Nine Months Ended March 31, 2017 and 2016

Revenue

The following is a summary of revenue by product type:
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 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  Change  2017  2016  Change

 (in thousands)  (in thousands)  (in percentage)  (in thousands)  (in thousands)  (in percentage)

Power discrete $ 70,794  $ 63,464  $ 7,330  11.5 %  $ 212,044  $ 182,769  $ 29,275  16.0 %
Power IC 19,309  16,251  3,058  18.8 %  64,166  50,164  14,002  27.9 %
Packaging and testing services 3,178  3,272  (94)  (2.9)%  9,120  11,318  (2,198)  (19.4)%

 $ 93,281  $ 82,987  $ 10,294  12.4 %  $ 285,330  $ 244,251  $ 41,079  16.8 %

Total revenue was $93.3 million for the three months ended March 31, 2017 , an increase of $10.3 million , or 12.4% , as compared to $83.0 million for the
same quarter last year. The increase consisted of $7.3 million and $3.1 million in sales of power discrete products and power IC products, respectively, partially
offset by a $0.1 million decrease in sales of packaging and testing services. The increase in power discrete and power IC product sales was primarily due to a
17.8% increase in unit shipments, partially offset by a 4.1% decrease in average selling price as compared to the same quarter last year due to selling price erosion
in the computing and consumer markets and to a lesser extent, a shift in product mix. The revenue of packaging and testing services revenue for the three months
ended March 31, 2017 remained flat as compared to the same quarter last year.

Total revenue was $285.3 million for the nine months ended March 31, 2017 , an increase of $41.1 million , or 16.8% , as compared to $244.3 million for the
same period last year. The increase primarily consisted of $29.3 million and 14.0 million in sales of power discrete products and power IC products, respectively.
The increase in power discrete and power IC product sales was primarily due to a 22.0% increase in unit shipments, partially offset by a 3.0% decrease in average
selling price as compared to the same period of last year mainly due to selling price erosion in the computing and consumer markets, partially offset by a shift in
product mix. The decrease in revenue of packaging and testing services for the nine months ended March 31, 2017 as compared to the same period last year was
primarily due to reduced demand as a result of the declining PC markets.

Cost of goods sold and gross profit

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  Change  2017  2016  Change

 (in thousands)  (in thousands)  (in percentage)  (in thousands)  (in thousands)  (in percentage)

Cost of goods sold $ 70,584  $ 66,668  $ 3,916  5.9%  $ 218,595  $ 197,899  $ 20,696  10.5%
  Percentage of revenue 75.7%  80.3%     76.6%  81.0%     
                
Gross profit $ 22,697  $ 16,319  $ 6,378  39.1%  $ 66,735  $ 46,352  $ 20,383  44.0%
  Percentage of revenue 24.3%  19.7%     23.4%  19.0%     

Cost of goods sold was $70.6 million for the three months ended March 31, 2017 , an increase of $3.9 million , or 5.9% , as compared to $66.7 million for the
same quarter last year. The increase was primarily due to increased unit shipments. The increase was partially offset by the overall manufacturing cost reduction
due to improved factory utilization as compared to the same quarter last year. Gross margin increased by 4.6 percentage point to 24.3% for the three months ended
March 31, 2017 as compared to 19.7% for the same quarter last year. The increase in gross margin was primarily due to better product mix and higher factory
utilization partially offset by lower average selling prices during the three months ended March 31, 2017 .

Cost of goods sold was $218.6 million for the nine months ended March 31, 2017 , an increase of $20.7 million , or 10.5% , as compared to $197.9 million
for the same period last year, primarily due to increased unit shipments partially offset by overall manufacturing cost reduction due to higher factory utilization as
compared to the same period last year. Gross margin increased by 4.4 percentage point to 23.4% for the nine months ended March 31, 2017 as compared to 19.0%
for the same period last year. The increase in gross margin was primarily due to higher factory utilization partially offset by lower average selling prices during the
nine months ended March 31, 2017.
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Research and development expenses

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  Change  2017  2016  Change

 (in thousands)  (in thousands)  (in percentage)  (in thousands)  (in thousands)  (in percentage)

Research and development $ 7,625  $ 6,924  $ 701  10.1%  $ 21,928  $ 19,029  $ 2,899  15.2%

Research and development expenses were $7.6 million for the three months ended March 31, 2017 , an increase of $0.7 million , or 10.1% , as compared to
$6.9 million for the same quarter last year. The increase was primarily attributable to a $0.7 million increase in employee compensation and benefit expense mainly
due to increased headcount and higher bonus expenses in the current quarter.

Research and development expenses were $21.9 million for the nine months ended March 31, 2017 , an increase of $2.9 million , or 15.2% , as compared to
$19.0 million for the same period last year. The increase was primarily attributable to a $1.9 million increase in employee compensation expenses mainly due to
increased headcount and higher bonus expenses, a $0.7 million increase in product prototyping engineering expense as a result of increased engineering activities,
as well as a $0.4 million increase in share-based compensation expense as a result of an increase of stock awards granted during the current period as compared to
the same period last year.

Selling, general and administrative expenses

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  Change  2017  2016  Change

 (in thousands)  (in thousands)  (in percentage)  (in thousands)  (in thousands)  (in percentage)

Selling, general and administrative $ 12,067  $ 9,566  $ 2,501  26.1%  $ 35,224  $ 27,935  $ 7,289  26.1%

Selling, general and administrative expenses were $12.1 million for the three months ended March 31, 2017 , an increase of $2.5 million , or 26.1% , as
compared to $9.6 million for the same quarter last year. The increase was primarily attributable to a $1.6 million increase in employee compensation and benefit
expenses mainly due to increased headcount and higher bonus expenses, a $0.4 million increase in share-based compensation expense as a result of an increase of
stock awards granted, a $0.2 million increase in consulting fees primarily due to increased professional services costs and recruiting costs, a $0.1 million increase
in audit and tax consulting fees due to increased consulting activities, as well as a $0.1 million increase in employee business expenses due to increased travel
expenses during the current quarter.

Selling, general and administrative expenses were $35.2 million for the nine months ended March 31, 2017 , an increase of $7.3 million , or 26.1% , as
compared to $27.9 million for the nine months ended March 31, 2016. The increase was primarily attributable to a $4.7 million increase in employee compensation
and benefits expenses primarily due to increased headcount and higher bonus expenses, a $1.0 million increase in share-based compensation expense as a result of
an increase of stock awards granted, a $0.5 million increase in employee business expenses due to increased travel expenses, a $0.5 million increase in consulting
fees primarily due to increased professional services costs and recruiting costs, as well as a $0.2 million increase in audit and tax consulting expenses due to
increased related consulting activities during the current period as compared to the same period last year.

Impairment of long-lived assets

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  Change  2017  2016  Change

 (in thousands)  (in thousands)  (in percentage)  (in thousands)  (in thousands)  (in percentage)

Impairment of long-lived assets $ —  $ 432  $ (432)  (100.0)%  $ —  $ 432  $ (432)  (100.0)%

During the quarter ended December 31, 2015, we identified certain manufacturing equipment purchased for projects that were subsequently canceled.
Because the equipment did not have values for other purposes, we recorded an asset impairment charge of approximately $0.4 million related to these equipment
during the quarter ended December 31, 2015.

26



Interest income and others, net

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  Change  2017  2016  Change

 (in thousands)  (in thousands)  (in percentage)  (in thousands)  (in thousands)  (in percentage)

Interest income and other income
(loss), net $ (74)  $ 132  $ (206)  (156.1)%  $ (193)  $ (335)  $ 142  (42.4)%

Interest income and others, net was primarily related to interest earned from cash and cash equivalents, as well as foreign exchange gains (losses). The
decrease in interest income and others, net during the three months ended March 31, 2017 as compared to the same quarter last year was primarily due to higher
foreign exchange losses as a result of recent depreciation of USD against RMB, offset by higher interest income due to increase in average cash balances. The
increase in interest income and others, net during the nine months ended March 31, 2017 as compared to the same period last year was primarily due to higher
interest income as a result of an increase in average cash balances.

Income tax expense

 Three Months Ended March 31,  Nine Months Ended March 31,

 2017  2016  Change  2017  2016  Change

 (in thousands)  (in thousands)  (in percentage)  (in thousands)  (in thousands)  (in percentage)

Income tax expense $ 523  $ 1,219  $ (696)  (57.1)%  $ 2,845  $ 3,448  $ (603)  (17.5)%

We recognized income tax expense of approximately $0.5 million and $1.2 million for the three months ended March 31, 2017 and 2016 , respectively. The
income tax expense for the three months ended March 31, 2017 was lower than the tax expense for the same quarter last year primarily due to a reduction in our
uncertain tax positions, partially offset by changes in the mix of earnings in various geographic jurisdictions between the current and same quarter of last year.

We recognized income tax expense of approximately $2.8 million and $3.4 million for the nine months ended March 31, 2017 and 2016 , respectively. The
income tax expense for the nine months ended March 31, 2017 was lower than that for the same period last year primarily due to a reduction in our uncertain tax
positions, partially offset by changes in the mix of earnings in various geographic jurisdictions between the current and same period of last year.

Liquidity and Capital Resources

Our principal need for liquidity and capital resources is to maintain sufficient working capital to support our operations and to invest adequate capital
expenditures to grow of our business. Currently, we finance our operations and capital expenditures primarily through funds generated from operations.

In March 2016, we entered into the JV Agreement with an initial capitalization of $330.0 million. During the quarter ended September 30, 2016, the
Chongqing Funds contributed $33.0 million of initial capital in cash and we fulfilled our obligation to contribute of certain packaging equipment as required by the
JV Agreement by transferring the legal titles of such equipment to the JV Company. Pursuant to terms of the JV Agreement, within one year from June 30, 2016,
we expect to contribute certain intangible assets and $10.0 million of cash pursuant to the terms of the JV Agreement. The JV Company plans to construct and
operate a 12-inch wafer fabrication facility for the manufacturing or semiconductor products.

In January 2017, the JV Company entered into the EPC Contract. The total price payable by the JV Company under the EPC Contract is approximately $78.0
million, which consists of $2.8 million of design fees and $75.2 million of construction and procurement fees. These fees will be paid by the JV Company pursuant
to a payment schedule based on the progress of the construction and the achievements of specified milestones. Assuming all of the specified milestones are
achieved in accordance with the construction schedule, the JV Company expects to pay approximately $58.3 million and $19.7 million in calendar year 2017 and
2018, respectively. The actual payments may be subject to volatility as a result of exposure to fluctuations in RMB foreign exchange rates. As of March 31, 2017,
the JV Company paid approximately $11.9 million of down payment related to EPC Contract.
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In April 2015, our Board of Directors of the Company approved an increase in the remaining available amount under the Company’s then effective share
repurchase program from approximately $17.8 million to $50.0 million. The repurchases may be made from the open market pursuant to a pre-established Rule
10b5-1 trading plan (as amended, the "Repurchase Trading Plan") or through privately negotiated transactions. The amount and timing of any repurchases depend
on a number of factors, including but not limited to, the trading price, volume and availability of our common shares, applicable legal requirements, our business
and financial conditions and general market environment. There is no guarantee that such repurchases under the Program will enhance the value of our shares.

In June 2015, we commenced a modified Dutch auction tender offer (the "Tender Offer") to repurchase an aggregate of $30.0 million of our outstanding
common shares with a price range between $8.50 and $9.20 per share. In July 2015, we completed the Tender Offer in which we purchased 3,296,703 shares of its
common shares, at a purchase price of $9.10 per share, for an aggregate purchase price of $30.0 million, excluding fees and expenses relating to the Tender Offer.
These shares represented approximately 12.53% of the total number of the Company's common shares issued and outstanding as of June 30, 2015. The Tender
Offer was part of the $50.0 million share repurchase program approved by the Board on April 15, 2015.

During the nine months ended March 31, 2017 , we did not repurchase any shares pursuant to the share repurchase program. Since the inception of the
program in 2010, the Company repurchased an aggregate of 5,723,093 shares from the open market including shares purchased in the Tender Offer for a total cost
of $50.8 million , at an average price of $8.87 per share, excluding fees and related expenses.  As of March 31, 2017 , approximately $6.4 million remained
available under the share repurchase program. Shares repurchased are accounted for as treasury shares and the total cost of shares repurchased is recorded as a
reduction of shareholders' equity.

We believe that our current cash and cash equivalents and cash flows from operations will be sufficient to meet our anticipated cash needs, including working
capital and capital expenditures, for at least the next twelve months. We may require additional capital due to changing business conditions or other future
developments, including any investments or acquisitions we may decide to pursue. If our cash is insufficient to meet our needs, we may seek to raise capital
through equity or debt financing. The sale of additional equity securities could result in dilution to our shareholders. The incurrence of indebtedness would result in
increased debt service obligations and may include operating and financial covenants that would restrict our operations. We cannot be certain that any financing
will be available in the amounts we need or on terms acceptable to us, if at all.

Cash and cash equivalents

As of March 31, 2017 and June 30, 2016 , we had $116.2 million and $87.8 million of cash and cash equivalents, including $72.0 million and $66.1 million
that were held by foreign subsidiaries, respectively. Our cash and cash equivalents primarily consisted of cash on hand and short-term bank deposits with original
maturities of three months or less.

The following table shows our cash flows from operating, investing and financing activities for the periods indicated:

 Nine Months Ended March 31,

 2017  2016
 (in thousands)
Net cash provided by operating activities $ 29,100  $ 26,361
Net cash used in investing activities (40,148)  (13,755)
Net cash provided by (used in) financing activities 39,421  (39,684)
Effect of exchange rate changes on cash and cash equivalents 3  (84)
    

Net increase (decrease) in cash and cash equivalents $ 28,376  $ (27,162)
    

Cash flows from operating activities

Net cash provided by operating activities of $29.1 million for the nine months ended March 31, 2017 resulted primarily from net income of $6.5 million and
non-cash expenses of $30.8 million , offset by net changes in assets and liabilities of $8.2 million . The non-cash expenses of $30.8 million included a $20.1
million of depreciation and amortization expenses, a $4.6 million of share-based compensation expense, a $0.4 million of gain on disposal of property and
equipment, and a $6.6 million
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of deferred income taxes. The net changes in assets and liabilities of $8.2 million were primarily due to a $4.5 million increase in inventories, a $6.1 million
increase in other current and long term assets due to increase in advance payments to vendors, a $1.7 million decrease in accounts payable due to timing of
payment, partially offset by $4.1 million decrease in accounts receivable from timing of billings and collection of payments.

Net cash provided by operating activities of $26.4 million for the nine months ended March 31, 2016 reflected our net loss of $4.8 million, offset by non-cash
expenses of $25.0 million and net changes in assets and liabilities of $6.2 million. The non-cash expenses of $25.0 million included $20.7 million of depreciation
and amortization expenses, $3.0 million of share-based compensation expense, $0.4 million of impairment of long-lived assets, and $0.8 million of deferred
income taxes. The net changes in assets and liabilities of $6.2 million were primarily due to $6.7 million decrease in accounts receivable from timing of billings
and collection of payments, $2.3 million increase in accounts payable due to timing of payment, $0.3 million increase in income taxes payable, and $3.1 million
increase in accrued and other liabilities, partially offset by a $3.7 million increase in inventories as well as a $2.5 million increase in other current and long term
assets due to increase in advance payments to vendors.

Cash flows from investing activities     

Net cash used in investing activities of $40.1 million for the nine months ended March 31, 2017 was primarily attributable to $32.0 million purchases of
property and equipment, including $15.9 million purchase in the Joint Venture Company, and $8.7 million of land use rights to increase our in-house production
capacity and to support the Joint Venture Company, partially offset by $0.6 million proceeds from the sale of certain equipment.

Net cash used in investing activities of $13.8 million for the nine months ended March 31, 2016 was primarily attributable to purchases of property and
equipment to increase our in-house production capacity during the period.

Cash flows from financing activities

Net cash used in financing activities of $39.4 million for the nine months ended March 31, 2017 was primarily attributable to $33.0 million proceeds from
investment by noncontrolling interest, and $9.0 million of proceeds from exercise of stock options and issuance of shares under the ESPP, partially offset by $0.6
million in payment of capital lease obligations and $1.9 million in common shares acquired to settle withholding tax related to vesting of restricted stock units.

Net cash used in financing activities of $39.7 million for the nine months ended March 31, 2016 was primarily attributable to $42.1 million repurchases of
common shares, including the repurchases in the Tender Offer, $0.9 million in common shares acquired to settle withholding tax related to vesting of restricted
stock units and $0.7 million in payment of capital lease obligations, partially offset by $4.1 million of proceeds from exercise of stock options and issuance of
shares under the ESPP.

Capital expenditures

Capital expenditures were $40.8 million and $13.8 million for the nine months ended March 31, 2017 and 2016 , respectively. The increase in capital
expenditure was primarily due to approximately $11.9 million down payment related to the EPC contract, the additional purchase of equipment and assets, and
payments for land use rights in connection with the JV Transaction, and investment in R&D to improve our technology and support our new product introductions.
In general, our capital expenditures primarily consists of purchases of equipment for our packaging and testing services and for our Oregon fab, and purchases of
equipment and land use rights in Chongqing for the Joint Venture Company, as well as for upgrading our operational and financial systems. We expect that our
capital expenditures will continue to increase in order to support the JV Transaction.

Commitments

As of March 31, 2017 and June 30, 2016 , we had approximately $31.2 million and $39.6 million , respectively, of outstanding purchase commitments
consisted primarily of purchases of semiconductor raw materials, wafers, spare parts and packaging and testing services.

As of March 31, 2017 and June 30, 2016 , we had approximately $11.1 million and $6.6 million , respectively, of capital commitments for the purchase of
property and equipment.

Joint Venture Commitments
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In March 2016, we executed the JV Agreement with the Chongqing Funds to form a joint venture for the construction of a new state-of -the-art power
semiconductor packaging, testing and wafer fabrication facility in Liangjiang New Area of Chongqing. During the quarter ended September 30, 2016, the
Chongqing Funds contributed $33.0 million of initial capital in cash and we fulfilled our obligation to contribute certain packaging equipments as required by the
JV Agreement by transferring the legal titles of such equipment to the JV Company. The Joint Venture is expected to commence its initial packaging production in
the second half of fiscal year ending June 30, 2018. Under the JV Agreement, we are required to contribute $10.0 million in cash and certain intangible assets
within one year from June 30, 2016.

In January 2017, the JV company entered into an Engineering, Procurement and Construction Contract (the "EPC Contract") with The IT Electronics
Eleventh Design & Research Institute Scientific and Technological Engineering Corporation Limited. The total price payable by the JV Company under the EPC
Contract is approximately $78.0 million, which consists of $2.8 million of design fees and $75.2 million of construction and procurement fees. These fees will be
paid by the JV Company pursuant to a payment schedule based on the progress of the construction and the achievements of specified milestones, approximately
$58.3 million and $19.7 million in calendar year 2017 and 2018, respectively. As of March 31, 2017, we paid approximately $11.9 million under the EPC Contract.

Off-Balance Sheet Arrangements

As of March 31, 2017 , we had no material off-balance sheet arrangements as defined in Regulation S-K 303(a)(4)(ii) arrangements.

Contractual Obligations

Except for the EPC Contract discussed above, there were no material changes outside of our ordinary course of business in our contractual obligations from
those disclosed in our Annual Report on Form 10-K for the fiscal year ended June 30, 2016 .

Recent Accounting Pronouncements

See Note 1 of the Notes to the Condensed Consolidated Financial Statements contained in this Quarterly Report on Form 10-Q for a description of recent
accounting pronouncements, including the expected dates of adoption and estimated effects on results of operations and financial condition, which is incorporated
herein by reference.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

There have been no material changes in the market risks previously disclosed in Part II, Item 7A, "Quantitative and Qualitative Disclosures About Market
Risk," of our Annual Report on Form 10-K for the year ended June 30, 2016 , filed with the SEC on August 26, 2016 .

ITEM 4. CONTROLS AND PROCEDURES

Management's Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure controls and
procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, (the “Exchange Act”)), as of the end of the
period covered by this report. Based on that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and
procedures as of March 31, 2017 have been designed and are functioning effectively to provide reasonable assurance that the information required to be disclosed
in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC's
rules and forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial
Officer, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting during the three months ended March 31, 2017 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

Limitation on Effectiveness of Controls

While our disclosure controls and procedures and internal control over financial reporting are designed to provide reasonable assurance that their respective
objectives  will  be  met,  we  do  not  expect  that  our  disclosure  controls  and  procedures  or  our  internal  control  over  financial  reporting  are  or  will  be  capable  of
preventing  or  detecting  all  errors  and  all  fraud.  Any  control  system,  no  matter  how  well  designed  and  operated,  can  provide  only  reasonable,  not  absolute,
assurance that the control system's objectives will be met.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are currently not a party to any material legal proceedings. We have in the past, and may from time to time in the future, become involved in legal
proceedings arising from the normal course of business activities.  The semiconductor industry is characterized by frequent claims and litigation, including claims
regarding patent and other intellectual property rights as well as improper hiring practices. Irrespective of the validity of such claims, we could incur significant
costs in the defense thereof or could suffer adverse effects on its operations.

ITEM 1A. RISK FACTORS

Item 1A of Part I of our Annual Report on Form 10-K for the year ended June 30, 2016, filed with the SEC on August 26, 2016, contains risk factors
identified by the Company. Except as noted below, there have been no material changes to the risk factors we previously disclosed. Our operations could also be
affected by additional factors that are not presently known to us or by factors that we currently consider immaterial to our business.

We may not be able to fully realize the anticipated benefits and advantages from our joint venture with the Chongqing government.

In March 2016, we entered into a joint venture contract (the “JV Agreement”) with two investment funds owned by the municipalities of Chongqing, China
(the “Chongqing Funds”), pursuant to which we and the Chongqing Funds formed a joint venture (the “JV Company”) for the purpose of constructing a power
semiconductor packaging/testing and wafer fabrication facility. The total initial capitalization of the JV Company is $330.0 million (the “Initial Capitalization”),
which consists of (i) a total of $ 162.0 million of cash contribution from the Chongqing Funds; (ii) $74.0 million of existing packaging and testing equipment
owned by us located in Shanghai, China; (iii) certain intellectual property rights, including patents, held by us relating to the manufacturing technology valued at
$84.0 million; and (iv) $10.0 million of cash contribution by us. We own 51%, and the Chongqing Funds owns 49%, of the equity interest in the JV Company. The
Initial Capitalization will be completed in stages and we expect the JV Company to commence its initial production in the first half of fiscal 2018.

We may encounter unanticipated difficulties and obstacles that may delay or prevent the commencement of the JV Company's operation, some of which are
outside of our control. These difficulties may include unexpected costs in transferring our assembly and testing operations to the new facility; inability to
coordinate and integrate the labor forces; delays in obtaining the necessary Chinese government approval to establish the joint venture; failure of the Chongqing
Funds to meet their obligations under the JV Agreement; and inability to provide customers with required services. In addition, we may not be able to fully utilize
our packaging and testing capacity during the period when our facilities are being transferred from Shanghai to Chongqing, which may negatively impact our
business and results of operations.

Even if the joint venture is able to commence operation, we may not fully realize the anticipated benefits of the project, such as cost savings, improvement in
working capital, increased gross margin, revenue and profitability, enhanced market share for our products; and increased diversification of our products and
customers. The establishment and operation of a new manufacturing facility involve significant risks and challenges, including, but are not limited to, the
following:

• Inability to gain or sustain sufficient new customers and market shares to offset the additional costs of building and operating a new facility;

• Lack of sufficient control over the operation and finances of the joint venture;

• Insufficient personnel with requisite expertise and experiences to operate a 12-in fabrication facility;

• Inability to fully integrate the joint venture with our existing fabrication facility in Oregon, and inability to fully utilize both fabrication facilities;

• Failure of Chongqing Funds to meet its obligations under the JV Agreement;
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• Difficulties in protecting and enforcing our intellectual property rights;

• Difficulties in maintaining international communications and coordination between our locations in the U.S. and China;

• Inability to take advantage of the expected tax savings;

• Changes or uncertainties in economic, legal, regulatory, social and political conditions in China, and lack of transparency and certainty in the Chinese
regulatory process;

• Labor disputes and difficulties in recruiting new employees; and

• Additional costs and complexity with compliance of local and state regulations of Chongqing.

In January 2017, we entered into the EPC Contract with the Contractor for the purpose of constructing the manufacturing facility contemplated under the JV
Agreement. The EPC Contract requires us to make payments to the Contractor pursuant to a schedule based on the progress of the construction and the
achievements of specified milestones. However, we do not have full control over the work performed by the Contractor. If the Contractor is not able to complete its
work in accordance with the schedule we initially agreed, or if the quality of work performed by the Contractor fails to meet our standard, or a dispute occurs
between us and the Contractor regarding such work, the JV Transaction will be delayed, which will have an adverse effect on our business operation and financial
conditions. Furthermore, the EPC Contract contemplates a specified design and architecture for the manufacturing facility based on our current projection. As the
construction proceeds, we or the Contractor may encounter difficulties or unexpected events that would require us to make material modifications to such design
and architecture, which will increase our costs significantly and delay the progress of the JV Transaction.

Any of the foregoing risks could materially reduce the expected return of our investment in the joint venture and adversely affects our business operations,
financial performance and the trading price of our common shares.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

During the nine months ended March 31, 2017 , we did not repurchase any shares under our share repurchase program. As of March 31, 2017, approximately
$6.4 million remained available under our share repurchase program.
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Not applicable.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.

ITEM 5. OTHER INFORMATION

Not applicable.
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ITEM 6. EXHIBITS

10.1 + Alpha and Omega Semiconductor Limited 2017 Executive Incentive Cash Bonus Plan

10.2 †
Engineering, Procurement and Construction Contract effective as of January 10, 2017 between Chongqing Alpha and Omega
Semiconductor Limited and IT Electronics Eleventh Design & Research Institute Scientific and Technological Engineering
Corporation Limited (English Translation) (EPC Contract)

10.3 † Amendment No. 1 to EPC Contract effective as of January 10, 2017 (English Translation)

31.1 Certification of Chief Executive Officer pursuant to Securities Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Chief Financial Officer pursuant to Securities Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.

101.INS XBRL Instance
101.SCH XBRL Taxonomy Extension Schema
101.CAL XBRL Taxonomy Extension Calculation
101.DEF XBRL Taxonomy Extension Definition
101.LAB XBRL Taxonomy Extension Labels
101.PRE XBRL Taxonomy Extension Presentation
  

† Confidential treatment has been requested for certain information contained in this document. Such information has been omitted
and filed separately with the Securities and Exchange Commission.

+ Indicates management contract or compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized.
 
May 4, 2017

ALPHA AND OMEGA SEMICONDUCTOR LIMITED
  

By: /s/  YIFAN LIANG
 Yifan Liang
 Chief Financial Officer and Corporate Secretary
 (Principal Financial Officer)
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Exhibit 10.1

ALPHA AND OMEGA SEMICONDUCTOR LIMITED
CALENDAR YEAR 2017 EXECUTIVE INCENTIVE CASH BONUS PLAN

The  following  is  a  summary  of  the  operation  of  the  Executive  Incentive  Cash  Bonus  Plan  (the  “Plan”)  established  by  Alpha  and  Omega
Semiconductor Limited (the “Company”) for the calendar year ending December 31, 2017.

Participants

Executive officers and Vice Presidents.

Performance Bonus

Participants are eligible to receive a cash bonus based on the level of attainment of pre-specified corporate performance goals. The
Company’s compensation committee establishes the performance goals to be attained.

Performance Goals

The  corporate  performance  goals  for  cash  bonus  for  calendar  year  2017  are  revenue  and  GAAP operating  income.  The  amount  of  bonus
earned is based on the level of attainment of a range of revenue and GAAP operating income for the year. A specified minimum amount of
each of the revenue and GAAP operating income goals must be achieved before payment of an award under the Plan. The actual aggregate
amount of the award earned by an executive officer for the calendar year will  range from $0 to the maximum amount established for that
officer (as set forth below) depending on the level of attainment of the performance goals.

Target Bonus Awards

The Company’s compensation committee establishes the cash bonuses payable based on the level of attainment of the corporate performance
goals. The target bonuses for each executive officer for calendar year 2017, as a percentage of base salary, are as follows:

Name Title Minimum Bonus Target Bonus Maximum Bonus
Mike F. Chang Chief Executive Officer 20% 100%  220%

Yifan Liang Chief Financial Officer and Corporate
Secretary 12% 60% 132%

Yueh-Se Ho Chief Operating Officer 12% 60% 132%
Daniel Chang Senior Vice President of Marketing 12% 60% 132%



                     Exhibit 10.2

NOTE: Portions of this Exhibit are the subject of a Confidential Treatment Request by the Registrant to the Securities and
Exchange Commission (the “Commission”). Such portions have been redacted and are marked with a “[***]” in the place of
the redacted language. The redacted information has been filed separately with the Commission.

AOS Confidential

Manufacturing, Packaging, and Testing Project for 12-Inch Power Semi-Conductor Chip

EPC Contract

Employer: Chongqing Alpha and Omega Semiconductor Limited

Contractor: The IT Electronics Eleventh Design & Research Institute Scientific and Technological Engineering Corporation
Limited

Nov 28 th , 2016
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Part I. Agreement

Employer (full name): Chongqing Alpha and Omega Semiconductor Limited

Contractor  (full  name): The  IT  Electronics  Eleventh  Design  &  Research  Institute  Scientific  and  Technological  Engineering
Corporation Limited

According  to  the  Contract  Law of  the  People’s  Republic  of  China,  the  Construction  Law of  the  People’s  Republic  of  China,  the
Tendering and Bidding Law of the People’s Republic of China, and relevant laws, and administrative regulations, both parties enter
into this contract in respect to the EPC of the Project upon consultation, pursuant to the principles of equality, voluntariness, fairness
and good faith.

I. Summary of Project

Name of project: manufacturing, packaging and testing of 12-inch power semi-conductor chip

Approval, verification or filing No. of the Project: TBD

Content and scale of the Project:　 project land area around 228449 ㎡ (in words: Two Hundred and Twenty Eight Thousand Four
Hundred and Forty Nine), and gross construction area being set forth in the drawings, construction content including manufacturing,
packaging and testing project of 12-inch power semi-conductor chip and supporting facilities.

Detailed address of the Project: Shuitu High-Tech Industrial Park, Liangjiang New Area, Chongqing

Contracting  scope:  this  Project  will  adopt  the  EPC mode,  which  means  that  the  general  contractor  assumes  design,  procurement,
construction,  project  management  and  commissioning  etc.  of  the  Project,  and  shall  be  fully  responsible  for  the  quality,  safety,
construction period and price of the Project, i.e., the turnkey project.

Both parties agree that the contractor’s  turn-key contracting is an extension of the business and liability of the EPC, and the final
purpose is to deliver a project meeting intended functions and qualifying for intending conditions to the Employer.

The  content  of  the  Project  shall  be  provided  by  the  Contractor,  and  shall  be  subject  to  the  design  drawing,  construction
drawing,  supporting  documents  and  procurement  documents  (including  but  not  limited  to  the  samples,  patterns  and
explanations etc.) The obligations borne by the Contractor include but not limited to the following:

◦ Reviewing  the  Employer’s  project  requirements  and  basic  documents  (including  but  not  limited  to  production  technique,
technical process, technical data and parameters, and technique conditions, completion of construction plan and design plan,
including the overall layout, functional division, architectural modeling and main structure
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software,  analysis  manual,  operation  instruction,  and  guidance  on  equipment  manufacturing,  and  the  documents  of  other
contractors), providing overall plan and implementation program, and correcting any mistakes, inaccuracies or omissions in
the basic project information;

◦ Coordinating  the  relationships  between  the  parties  (including  but  not  limited  to  the  relationship  with  competent
governmental authorities, the relationship with surrounding residents or entities, the relationships with each subcontractors,
the relationships with materials suppliers, and the relationships with migrant laborer dispute and other crowd events etc.);

◦ Supervising each participant of the Project, coordinating their relationships, and properly resolving any disputes, if any;

◦ responsible for the conceptual design, initial design, construction drawing design and optimization, and submitting written
drafts to the Employer for examination and confirmation;

◦ Construction;

◦ Procurement service etc.

II. Source of Main Production Technology (or Building Design Plan) of the Project

The  main  production  technology  will  be  provided  by  the  Employer,  and  the  construction  design  plan  will  be  conducted  by  the
Contractor, and provided to the Employer to review.

III. Key Milestones

Commencement date of design: the date when the design entrustment letter of the Employer is issued.

Commencement  date  of  construction: the  date  of  the  construction  commencement  report  approved  by  the  Employer  and  the
Supervisor.

Date of completion and hand-over of the project to the Employer:

1. Completion date for a single project:

(1) The completion date of packaging and testing plant (“AT”): the dust-free room of the packaging and testing plant (“AT”) will
be verified before [***], and the installation conditions for the process equipment of the Employer shall be met (“Move in”);

(2) The completion date of FAB: the dust-free room of the FAB will be verified before [***], and the installation conditions for
the process equipment of the Employer shall be met (“Move in”).

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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2. Completion date of whole project: the time when the Employer signs off the completion acceptance certificate.

IV. Standards for Project Quality

Standards for Project design quality: to comply with all national and local rules, standards and procedures; for clean room (“C/R”),
ultrapure water supply system (“UPW”), large and special gas transmission system (“TGSS”), chemical dispense system (“CCSS”)
and other

special systems, if there is no national standards, the international standards shall apply (the versions of all standards are as of the
effectiveness  hereof),  to  meet  the  requirements  and  rules  for  buildings  and  facilities  set  forth  in  Annex  I,  and  to  ensure  the
construction drawing to be qualified upon examination.

Standards for Project construction quality: to meet the rules and requirements of the state and local governments for inspection on
project  quality;  for  clean  room  (“C/R”),  ultrapure  water  supply  system  (“UPW”),  large  and  special  gas  transmission  system
(“TGSS”),  chemical  dispense  system  (“CCSS”)  and  other  special  systems,  if  there  is  no  national  standards,  the  international
standards shall apply (the versions of all standards are as of the effectiveness hereof), to pass the inspection once for all.

V. Contract Price and Payment Currency

The  total  contract  price  (tax  included)  is  RMB  (in  words): Five  Hundred  and  Forty  Million (in  figures: 540,000,000) ,  and  the
payment currency in this contract is RMB, except for any special notes.

Among others:

The design cost (tax included) is RMB (in words): Nineteen Million Five Hundred and Twenty Five Thousand Fifty Two (in figures:
19,525,052).

The procurement and construction costs (including the costs for safe and cultural measures) (tax included) are RMB (in words): Five
Hundred and Twenty Million Four Hundred and Seventy Four Thousand Nine Hundred and Forty Eight (in figures: 520,474,948).

The Contractor undertakes that the total contract price is the quotation made by it after reviewing and fully understanding the project
engineering  documents  provided  by  the  Employer,  and  understanding  the  actual  situation  of  the  project,  and  fully  considering
various  risks (except  for  force  majeure).  All  costs  incurred within  the scope of  contracting  shall  be included in the fixed contract
price, and the fixed contract price will not be subject to any adjustments, except that the Employer confirms in writing any change of
costs.

VI. Composition of Contract Documents
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The composition of the contract documents are as follows:

1. Agreement;

2. General Terms;

3. Special Terms;

4. Annexes;

5. Design documents, technical data and drawings;

6. Supplementary Agreement (if any)

VII. Definitions and Interpretations

The words in this Agreement shall have the meanings in the definitions and interpretations of the General Terms.

VIII. Effectiveness

This  contract  shall  become  effective  on  the  execution  date  after  the  legal  representatives  or  authorized  representatives  of  the
Employer and Contractor sign and stamp their common seals on the Agreement, and the boards of directors of the parties approve
the Agreement (“Effectiveness Date”).

IX. This Agreement and other contract documents are made in multiple counterparts. All counterparts are deemed as original, and
have equal legal force.

X. The parties shall sign a supplementary agreement to provide for any matters not covered herein. The supplementary agreement is
an integral part hereof.
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Employer:

(common seal or contract seal)

Contractor:

(common seal or contract seal)

Legal or authorized representative:

/s/ Jowei Dun

(signature)

Legal or authorized representative:

/s/ Zhenyuan Zhao

(signature)

Registered address: Registered address:

Enterprise organizational code: Enterprise organizational code:

Postal code: Postal code:

Legal representative: Legal representative:

Authorized representative: Jowei Dun Authorized representative: Zhenyuan Zhao

Tel: Tel:

Fax: Fax:

Email: Email:

Bank Name: Bank Name:

Account No.: Account No.:

Contact: Contact:

Tel: Tel:

Part II. General Terms

1. General Provisions

1.1 Definitions and Interpretations

1.1.1 “Contract” means the entire agreement composed of the documents set forth in Subparagraph 1.2.1.

1.1.2 “General Terms” mean the general provisions to be complied with by the parties during performance of the EPC Contract,
which are composed of Articles 1 to 20 hereof.

1.1.3 “Special Terms” mean the provisions which are to detail, complete, supplement, amend or otherwise provide for the General
Terms based on the specific situations of the EPC Project, and are agreed by the parties to jointly comply with.
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1.1.4 “EPC” means that the Contractor, upon entrustment of the Employer, contracts the full stages or several stages of the Project,
including  the  design,  procurement,  construction  (including  the  completion  test),  and  commissioning  etc.  according  to  the
contract.

1.1.5 “Employer”  means  the  party  to  the  Agreement  who is  qualified  as  an  employer  of  the  Project  and  able  to  pay  the  Project
price, or its qualified legal successors.

1.1.6 “Contractor” means the party to the Agreement who is accepted by the Employer and is qualified as a contractor for EPC
project, or its legal successors.

1.1.7 “Consortium”  means  a  temporary  association  accepted  by  the  Employer  to  act  as  the  contractor  of  the  Project,  which  is
composed of two or more corporations or other organizations.  The parties composing the consortium shall  be liable to the
Employer jointly and severally. The consortium shall designate any of its composing parties to act as the leader.

1.1.8 “Subcontractor”  means  a  corporation  or  other  organization  which  is  qualified  to  accept  any  part  of  work  or  service
subcontracted by the Contractor according to this contract.

1.1.9 “Employer’s Representative” means the representative designated by the Employer to perform this contract.

1.1.10 “Supervisor” means the qualified engineering supervisory entity engaged by the employer.

1.1.11 “Engineering Director” means the general engineer who is authorized by the Supervisor to perform the supervision contract.

1.1.12 “Project Manager” means the representative appointed by the Contractor according to this contract to perform this contract.

1.1.13 “Work” means permanent work and/or temporary work.

1.1.14 “Permanent Work” means the work designed, constructed, tested for completion, tested after completion, and commissioned
and examined by the Contractor, and delivered to the Employer for production, operation or use, according to this contract.

1.1.15 “Single Work” means the project unit specified in the Special Terms which has a single independent function, and is a part of
the permanent work.

1.1.16 “Temporary  Work”  means  any  temporary  building  or  work  established  on  the  site  for  implementing  or  completing  the
permanent work or rectifying any quality defects, and other temporary facilities that do not constitute permanent work.
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1.1.17 “Site” means any place provided by the Employer according to this contract for the Contractor’s onsite office, or for storage
of project materials, and equipment and facilities, and for implementing project work.

1.1.18 “Basic  Project  Information”  means  the  documents,  reports  (including  report  on  selecting  plants,  resources  report,  and
exploration  report  etc.),  data  (e.g.,  meteorological  and  hydrogeological  data),  agreements  (for  raw  materials,  fuels,  water,
power,  gas,  transportation  etc.)  and  relevant  data  provided  by  the  Employer  to  the  Contractor  for  project  approval  or
verification by relevant authorities, as well as other basic information required for design.

1.1.19 “Onsite  Obstacles  Information”  means  the  coordinate,  data  and  other  related  information  of  the  existing  ground  and
underground buildings, structures, cables, pipelines, protected heritage buildings and trees etc. which are to be provided by
the Employer to the Contractor and are necessary for engineering design and onsite construction.

1.1.20 “Design  Stage”  means  the  stage  composed  of  conceptual  design,  overall  design,  initial  design,  technical  design  and
construction drawing design, as applicable.

1.1.21 “Project Materials” mean the equipment, materials and parts which will form part of the permanent work as specified in the
design documents, as well as the materials required for completion test and post-completion test.

1.1.22 “Construction” means the process that the Contractor converts the design documents into the permanent work, including civil
engineering, installation, and completion test etc.

1.1.23 “Completion Test” means the performance test of machinery, equipment, parts, cable, and pipelines to be carried out by the
Contractor before the Employer accepts the Project and/or any single work.

1.1.24 “Modification”  means  any  change  to  the  Project  notified  or  approved  by  the  Employer  in  writing,  without  changing  the
project function and scale.

1.1.25 “Completion” means the civil engineering and installation of the Project have been completed according to this contract and
the design requirements, and the completion test has been passed.

1.1.26 “Project  Acceptance” means the process during which the Contractor and the Employer hand over the Project to allow the
Employer’s operators and users to enter their positions to carry out post-completion test and prepare for commission after the
Project and/or single work pass the completion test, and the Employer issues the acceptance certificate.
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1.1.27 “Post-Completion  Test”  means  the  test  of  production  and/or  use  of  the  Project  carried  out  by  the  Employer,  or  by  the
Contractor under the organization and leading of the Employer,  according to this contract,  after the Employers accepts the
Project.

1.1.28 “Commissioning Assessment” means all tests, including the contract target assessment, carried out by the Employer, or by
the  Contractor  under  the  organization  and  leading  of  the  Employer,  according  to  this  contract,  after  the  completion  test  is
finished.

1.1.29 “Assessment  Acceptance  Certificate”  means  the  certificate  issued  by  the  Employer  when  all  tests  of  the  commission
assessment are passed.

1.1.30 “Completion  Inspection”  means  the  settlement  and  inspection  organized  by  the  Employer  after  the  Contract  receives  the
assessment  acceptance  certificate,  completes  the  wind-up  work  and  rectification  of  defects,  and  submits  the  completion
inspection report, completion documents, and completion settlement documents according to this contract.

1.1.31 “Contract  Term” means  the  period  starting  from the effective  date  hereof  and ending when the  obligations  of  both  parties
hereunder are performed and discharged.

1.1.32 “Reference Date” means 30 days before the deadline for submitting bidding documents.

1.1.33 “Project Progress Plan” refers to the schedules for all the engineering implementation stages (including design, procurement,
construction, completion test, engineering acceptance, post-completion test and commissioning assessment etc.) or schedules
for several implementation stages under the Contract upon the effective date.

1.1.34 “Construction Starting Date” refers to the absolute date or relative date when the Contractor begins construction activities on
site under this contract.

1.1.35 “Completion Date” refers to the absolute date or relative date when the Contractor  completes  the engineering construction
(including the completion test), including any extensions hereunder.

1.1.36 “Absolute Date” means a specific time expressed by calendar year, month or day.

1.1.37 “Relative Date” means a specific time expressed by calendar days.

1.1.38 “Critical  Path”  means  the  scheduled  timeline  during  the  Project  schedule  which  directly  affects  the  completion  date,  and
which will be determined by both parties upon discussion of the Project schedule.

1.1.39 “Day”, “Month” and “Year” mean the calendar day, month and year. Any starting day of any period in this contract means
the day following the date when the corresponding event occurs. If any time starts when a period expires, the starting date
will be the day
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following the expiration. An expiration date of any period will be the date when the period expires.

1.1.40 “Working Day” means any calendar day other than the statutory holidays of China.

1.1.41 “Contract Price” means the cost for design, procurement, construction, completion test, post-completion test, commissioning
assessment and services provided by the Contractor hereunder.

1.1.42 “Adjustment  to  Contract  Price”  means  adjustment  of  the  Contract  Price  accordingly  by  increasing  or  decreasing  the  cost
under the law or this contract.

1.1.43 “Total Contract Price” means the contract settlement price after adjustment under this contract.

1.1.44 “Prepayment” means the money paid by the Employer to the Contractor in advance under the Contract.

1.1.45 “Progress Payment” means the money paid for design, procurement, construction, and completion test in installments as well
as service charges paid for the post-completion test and commissioning assessment, and the EPC management fee paid by the
Employer to the Contractor as per the payment terms hereunder.

1.1.46 “Quality  Warranty  Liability  Certificate”  means  the  agreement  regarding  relevant  issues  of  quality  warranty  signed  by  the
Employer and the Contractor according to relevant quality warranty laws and regulations.

1.1.47 “Defect Liability Warranty Money” means the money retained by the Employer from the Progress Payment according to the
Contract, as the warranty money for any performance defect during the construction and defect warranty liability period.

1.1.48 “Defect  Liability  Period”  means  the  period  during  which  the  Contractor  assumes  the  defect  warranty  liability,  which  is
generally 12 months, and will not exceed 24 months due to extension of defect liability. The specific period will be specified
in the Special Terms.

1.1.49 “Writing” means the contents expressed in a visible form such as the Contract, correspondence, and data messages (including
telex, fax, electronic data exchange, and electronic mail).

1.1.50 “Defaulting Liability” means the liability to be taken by either party who fails to fulfill the contractual obligations, or whose
performance of the contractual obligations does not conform to the terms hereunder.
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1.1.51 “Force Majeure” means objective circumstances unforeseen, unavoidable, and insuperable, as is specifically provided for in
the Special Terms by both parties.

1.1.52 Other  definitions  shall  be  added  to  the  Contract  according  to  the  engineering  characteristics  and  set  forth  in  the  Special
Terms.

1.2 Contract Documents

1.2.1 The composition of the contract documents. The contract document shall be taken as mutually explanatory and interpretable
of one another,  unless otherwise specified in Special  Terms, the composition of the Contract documents and interpretation
priority shall be as follows:

(1) Agreement

(2) Special Terms

(3) Bidding award notice

(4) Tendering documents and its attachment

(5) General Terms

(6) Contract annexes

(7) Standards, codes and related technical documents

(8) Design documents, data and drawings

(9) Other documents agreed by both parties to form part of the Contract.

Any  meeting  minutes,  memorandums,  supplementary  documents,  modifications  and  negotiations  in  writing  signed  by  the
authorized representatives of both parties during the performance of the Contract shall form part of the Contract.

1.2.2 When the contents of the Contract documents are ambiguous and vague, or inconsistent, and cannot be explained clearly as
per  the  interpretation  priority  hereunder,  both  parties  shall  settle  the  disputes  through negotiation  on  the  premises  that  the
project schedule is not affected. In the event that both pparties fail to resolve through negotiation, the dispute shall be settled
according to the provisions of Article 16.3 relating to dispute and resolution.

1.2.3 The  headings  in  the  Contract  are  for  convenience  of  reading  only,  and  shall  not  serve  as  the  basis  for  interpreting  any
Contract provisions.

1.3 Language
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The contract document shall be written, explained and interpreted in simplified Chinese. If the parties use two or more languages
in the Special Terms, Chinese shall prevail when interpreting or explaining the Contract.

In the minority region, the parties may agree to use the language of any minority to prepare, interpret and explain the contract
documents.

1.4 Applicable Law

This Contract is governed by the law of the People’s Republic of China, i.e., the laws, administrative regulations, departmental
regulations of the People’s Republic of China, and the local regulations, autonomous regulations, separate regulations, and rules
of  local  government  at  the  place  of  the  Project.  The  names  of  the  specific  applicable  national  or  local  laws  requiring  express
clarification shall be provided for in the Special Terms.

After  the  reference  date,  if  any  change  of  law causes  increase  in  the  costs  of  the  Contractor,  the  Employer  shall  increase  the
contract price reasonably. If the change of law causes any delay in the critical path and work period, a reasonable extension shall
be made.

1.5 Standards and Codes

1.5.1 Names  (or  numbers)  of  the  national  standards  and  codes,  and/or  industry  standards  and  codes,  and/or  local  standards  and
codes, and/or the enterprise standards and codes applicable to the Project shall be specified in the Specific Terms.

1.5.2 If the Employer uses any foreign standards or codes, it shall provide the original version and the Chinese version, and specify
in the Special Terms the name, copies and time of providing such standards and codes.

1.5.3 In the event that there are no corresponding written standards or codes, the Employer shall state the technical requirements
during the time set in the Special Terms and then the Contractor shall put forward the implementation plan according to the
technical  requirements  within  specific  time.  After  accepted  by  the  Employer,  the  plan  shall  be  carried  out.  Where  the
Contractor needs to carry out R&D test on the implementation plan, or needs to train the implementation persons, the parties
shall sign a separate agreement attached to the Contract as an annex at the cost of the Employer, except that the contract price
has included such cost.

1.5.4 After the reference date, if the state promulgates new statutory rules and standards and thus causes the increase in the costs of
the Contractor,  the Employer shall increase the contract price reasonably.  If the critical path is thus delayed, the Employer
shall extend reasonably.

1.6 Confidentiality
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Either  party  shall  keep  the  confidentiality  of  the  other  party’s  business  and  technology  information  known  during  contract
conclusion and implementation, as well as other information either party requires confidential treatment, and shall not disclose
such information for any purpose other than those specified in the Contract without prior consent of the other party. Either party
shall be held liable for the damages to the other party due to disclosure or uses of such information beyond the Contract. Either
party  shall  provide  the  information  necessary  for  contract  implementation.  When  necessary,  both  parties  can  sign  a
confidentiality agreement as an appendix to the Contract.

2. The Employer

2.1 The Employer’s Main Rights and Obligations

2.1.1 Responsible to go through approval, verification or record formalities of the Project, obtain the land use right of the Project,
complete  the  dismantling  and  relocation  compensation,  make  the  project  qualified  for  the  commencement  conditions
provided for by laws and the Contract, and provide the Project approval documents.

2.1.2 Perform the obligations agreed in the Contract with respect to contract price adjustment, payment and completion settlement.

2.1.3 Present advice, amendment and modification to the design, purchase, construction, completion test and other implementing
work carried  out  by the  Contractor,  according  to  the  Contract  and  the  compulsory  standards  and codes  of  applicable  laws
relating to safety, quality, environmental protection and occupational health etc.

2.1.4 Claim damages for any loss and injury incurred by the Employer due to the Contractor’s reason, according to the provisions
of the Contract.

2.1.5 The Employer is entitled to issue a written notice of suspension when it deems necessary. If the suspension is caused by the
Employer,  the  Employer  shall  be  liable  for  any  increase  in  the  costs  of  the  Contractor;  if  the  critical  path  is  delayed,  the
completion date shall be postponed accordingly.

2.2 The Employer’s Representative

The representative of the Employer will exercise the rights, and perform the obligations, of the Employer, but may not amend the
Contract.  The  Employer’s  representative  will  perform  its  duties  within  the  authorization  hereof.  The  notice  issued  to  the
Contractor by such representative according to the scope and issues specified in the Contract will be sent to the project manager
after the representative signs on the written notice. The name, title and duties of the employer’s representative will be provided
for in the Special Terms. When the employer decides to replace its representative, it must notify the contractor in writing
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of the name, title,  duties and appointment time of such new representative 15 days before the new representative assumes the
post.

2.3 Supervisor

2.3.1 Where  the  Employer  supervises  the  project  construction,  the  name  of  the  supervisor,  the  project  director,  the  supervisory
scope, content, and authority will be set forth in the Special Terms.

The supervisor will supervise the Contractor on behalf of the Employer according to the scope, content, and authority of the
supervision entrusted by the Employer. Any notice issued by the supervisor to the Contractor shall be in writing and signed
by the project director before delivering to the Contractor for implementation, and the notice shall be further copied to the
Employer.

2.3.2 Where the function of the project director overlaps with that of the Employer’s representative or is unclear, the Employer will
coordinate and clarify, and will notify the Contractor in writing.

2.3.3 Except as expressly stipulated in the Special Terms, the project director has no right to change any rights and obligations of
the parties hereunder.

2.3.4 Where the Employer changes the project director, it must give the Contractor 5-day written notice in advance, and notify the
Contractor of the successor’s name, title, power, authority and appointment time.

2.4 Safety Assurance

2.4.1 Except  as  stipulated  in  the  Special  Terms,  the  Employer  will  be  responsible  to  coordinate  and  handle  the  safety  and
protection  work  of  any  underground  or  above-ground  facilities  around  the  construction  site  and  any  adjacent  building,
structure,  ancient  or  precious  trees,  cultural  relics  and  tombs,  maintain  the  normal  order  around  the  project  site  and  bear
relevant cost.

2.4.2 Except as stipulated in the Special Terms, the Employer shall be responsible to set up separation facilities for the building,
structure,  production  device,  equipment  and  facilities  in  use,  operation  or  production  by  the  Employer  around  the
construction site, establish an obvious sign prohibiting entry and fire, and notify in writing the Contractor to comply with the
safety rules and location scope. Any loss or damage incurred by the Contractor due to any reason of the Employer shall be
borne by the Employer.

2.4.3 Where the Contract  fails to provide for,  after the completion of the main structure of the project of the main device of the
project, if the Employer requests to change the building main structure and the bearing structure, or carry out any decoration
work that
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involves significant art change, the parties will sign another entrustment contract as the appendix to this Contract.

Where the Employer decides to carry out such decoration by itself or where the Employer signs an entrustment contract with
a third party and entrusts such third party to submit design plan and carry out construction, the Employer will bear any loss or
damage thus caused.

2.4.4 The Employer will be responsible to conduct safety education on its representative, employee, supervisor and other persons it
entrusted,  and will  comply with the safety rules of the contractor  on the project  site.  The Contractor  shall  present  relevant
safety rules on the Project site by signs, or send the safety rules to the Employer. If any personal injury or accident occurs
due to the above persons failing to comply with the safety rules of the contractor on the project site, the Employer will bear
responsibility.

2.4.5 The  Employer,  its  representative,  employee,  supervisor  and  entrusted  other  persons  will  comply  with  the  provisions  of
Article 7.8 relating to health, safety and environment protection.

2.5 Security Liability

2.5.1 The  party  responsible  for  the  security  on  the  site  will  be  provided  for  by  the  Special  Terms,  and  will  be  responsible  to
contact,  communicate  and coordinate  with relevant  local  security department  of the place of the Project,  and bear relevant
costs.

2.5.2 The Employer and the Contractor will negotiate and decide jointly the security liability division at the project implementation
stage and the area, and formulate respective security system, responsibility system and reporting system as the appendices to
the Contract.

2.5.3 As for the area, single work and project occupied by the Employer according to the Contract, the Employer will bear relevant
security work and any cost, damage and liabilities arising therefrom.

3. The Contractor

3.1 The Contractor’s Main Rights and Obligations

3.1.1 The  Contractor  is  obligated  to  complete  design,  procurement,  construction,  completion  test  and  post-completion  test
according to the standards, rules, engineering functions, size, assessment aim and completion date agreed in the Contract, and
shall not violate any compulsory standards and codes of the State.

The  specific  contracting  scope  of  this  Project  shall  be  governed  by  the  provisions  of  the  “Project  Contracting  Scope”  in
Article I “Project Summary” of the Contract.
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3.1.2 The  Contractor  is  obligated  to  repair  at  its  own  cost  any  defects  in  the  design,  documents,  equipment,  materials,  parts  or
construction caused due to the contractor’s reason, or any defects identified during completion test and post-completion test,
pursuant to the Contract.

3.1.3 The  Contractor  is  obligated  to  submit  relevant  reports  and  forms  according  to  this  Contract  and  the  requirements  of  the
Employer.  The  type,  name,  content  and  reporting  period,  submission  time  and  copies  of  such  reports  and  forms  will  be
provided for in the Special Terms.

3.1.4 The  Contractor  is  entitled  to  send  the  Employer  suspension  notices  in  writing  according  to  the  provisions  of  Article  4.6.4
relating to the requirements for resumption of work, Article 14.9 relating to delay in payment, and Article 17 relating to force
majeure.  Except  for  the above,  if  any suspension by the Contractor  causes any increase  in  the costs  of  the Contractor,  the
Contractor shall assume such increase by itself, and will make up any delay in the critical path, if any, thus caused.

3.1.5 If the Contractor suffers any cost or delay in the critical path due to the Employer’s reason, the Contractor is entitled to claim
for damages and/or postpone the completion date.

3.2 Project Manager

3.2.1 A project manager should be a person selected and confirmed by both parties. The project manager is authorized to perform
this  Contract  on  the  behalf  of  the  Contractor.  The  name,  duties  and  authorities  of  the  project  manager  are  set  forth  in  the
Special Terms.

The project manager should be an employee of the Contractor. The Contractor shall deliver the employment contract between
the  project  manager  and  the  Contractor,  and  valid  evidence  that  the  Contractor  pays  the  social  security  premiums  for  the
project manager to the Employer within 10 days after the Contract becomes effective. If the Contractor fails to so deliver, the
project manager will have no authority to perform his/her functions, and the Contractor shall be liable for any delay in the
project schedule or other issues thus caused.

The project manager shall reside at the Project site, and shall present at the site for the days not less than those specified in
the  Special  Terms each month.  The  project  manager  may not  act  as  a  project  manager  of  other  projects  at  the  same time.
Where  the  project  manager  needs  to  leave  the  construction  site,  he/she  shall  first  obtain  the  employer’s  consent,  and
designate an experienced person to exercise temporarily his/her functions.
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If the contractor violates the above provisions, it will bear liabilities for breach according to the Special Terms.

3.2.2 The project manager will  organize the implementation of the project according to the agreed project progress plan and the
orders issued by the representative of the Employer and/or the project director. In emergency, if no contact can be made to
the representative of the Employer and/or the project director, the project manager is entitled to take necessary measures to
ensure the safety of person, project and property, provided that he/she must submit a written report to the representative of
the Employer and/or the project director within 48 hours thereafter.

3.2.3 Where the Contractor needs to replace the project manager, it must give the Employer 15-day written notice in advance, and
obtain the Employer’s consent. The successor must continue to perform the functions and authorities under Article 3.2.1. The
Contractor  shall  not  replace  the  project  manager  without  the  Employer’s  consent.  If  the  Contractor  so  replaces,  the
Contractor will bear liability for breach according to the Special Terms.

3.2.4 The  Employer  is  entitled  to  replace  any  project  manager  it  deems  incompetent  by  written  notice,  stating  the  reasons  for
replacement,  and the Contractor  will  submit  a  written  improvement  report  to  the Employer  within  15 days after  receipt  of
such notice. Thereafter, if the Employer still insists to replace through written notice upon receipt of the improvement report,
the Contractor will replace the project manager within 30 days after receipt of such second replacement notice, and notify in
writing the Employer of the name and resume of the new project manager. The new project manager will continue to exercise
the duties and authorities under Article 3.2.1.

3.3 Quality Warranty of the Project

The Contractor will ensure the quality of the design, purchase, process and manufacture, construction, completion test, and other
work according to the quality standards and rules agreed in the contract,  and establish valid quality warranty system, and will
provide  warranty  scope,  warranty  period  and  warranty  liability  in  the  form  of  quality  warranty  letter  according  to  relevant
provisions of the state.

3.4 Safety Warranty

3.4.1 Safety of the Project

The  Contractor  will  carry  out  design,  procurement,  construction  and  completion  test  according  to  the  Contract  and  the
national laws relating to safe production, to ensure the safety of the Project.

3.4.2 Safety of Construction
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The Contractor  will  comply with the provisions  of  Clause 7.8 with respect  to  occupational  health,  safety and environment
protection.

3.4.3 The Contractor  shall  be  liable  for  any loss  or  injury  caused by its  failure  to  comply  with  the  safety  rules  and the  location
scope limitations notified by the Employer according to Article 2.4.2.

3.4.4 The  Contractor  shall  be  fully  responsible  for  the  safety  management  of  its  construction  site,  and  ensure  the  safety  of  all
persons  entering  the  construction  site.  The  Contractor  shall  be  responsible  for  any  personal  injury  or  safety  accidents
occurred due to its reasons.

3.5 Warranty of Occupational Health and Environment Protection

3.5.1 Engineering Design

The Contractor will carry out the environmental protection design and occupational health protection design according to the
Contract and the Management Regulations for Design of Construction Project, Management Regulations for Environmental
Protection  of  Construction  Project  and  relevant  laws,  to  ensure  the  project  to  comply  with  relevant  laws  regarding
environmental protection and occupational health.

3.5.2 Occupational Health and Environment Protection

The Contractor  will  comply with the provisions  of  Clause 7.8 with respect  to  occupational  health,  safety and environment
protection.

3.6 Warranty of Progress

The Contractor will organize various resources for the design, purchase, construction, and completion test on a reasonable and
orderly  basis,  send  experienced  guiding  persons  for  post-completion  test,  and  take  efficient  measures  of  implementing  and
organizing, to ensure the accomplishment of the project progress schedule.

3.7 Onsite Security

The Contractor will be responsible for the security liability on site when it enters the site, starts construction, until the Employer
accepts  single  works  and/or  the  Project  (including  the  manufacturing  and  processing  area,  office  and  living  area  for  the
Contractor), and will be responsible for formulating security system, responsibility system and reporting system and will submit
to the Employer.

3.8 Subcontracting

3.8.1 Provisions on Subcontracting
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The Contractor may only carry out subcontracting bidding with respect to the work (including design, purchase, construction,
labor service and completion test etc.) set forth in the Special Terms.

The  Contractor  may  submit  applications  during  the  construction  implementation  stage  in  relation  to  the  subcontracting
matters  not  set  forth  in  the  Special  Terms  to  the  Employer  in  installments  or  in  batches.  The  Employer  will  approve  or
present advice within 15 days after it receives the applications for subcontracting matters. If the Employer fails to approve or
present any advice within 15 days, the Contractor is entitled to subcontract with respect to the subcontracting matters on the
16 th day as from submitting the applications for subcontracting matters.

3.8.2 Qualification of Subcontractors

The subcontractors shall have the enterprise qualification at or above the level provided by the national laws. Otherwise, they
will not act as the subcontractors. The Contractor is obligated to examine the subcontractor’s qualification.

3.8.3 The Contractor may neither transfer the whole Project, nor subcontract the whole Project in a dismembered way.

3.8.4 The  subcontractors  of  design,  construction  and  engineering  materials  shall  strictly  conform to  the  regulations  of  the  State
relating to subcontracting.

3.8.5 Payment to the Subcontractors

The Contractor shall pay the contract price to the subcontractor according to the provisions of the subcontracting agreement.
Without the Contractor’s consent, the Employer may not pay the subcontractor by any means, except as otherwise stipulated
by the Special Terms.

3.8.6 The Contractor will be responsible for the subcontractors.

The  Contractor  will  be  responsible  to  the  Employer  for  the  subcontractor’s  activities,  and  the  Contractor  and  the
subcontractor will bear joint and several liabilities to the Employer with respect to the subcontracted work.

4. Schedule, Delay and Suspension

4.1 Project Schedule

4.1.1 Project Schedule

The  Contractor  shall  prepare  the  project  schedule,  and  the  construction  period  (including  completion  test)  in  the  schedule
shall conform to the provisions of the Agreement. The principles for determining the critical path and the change of critical
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path,  and  the  copies  of  the  project  schedule  and the  time of  its  submission  by the  Contractor  shall  be  provided  for  by  the
Special Terms.

The project schedule will be applied when the Employer approves, provided that the approval will not reduce or relieve the
Contractor’s contractual liabilities.

4.1.2 Catch up with the Progress Plan at Its Own Cost.

If actual progress of the Project falls obviously behind the project schedule due to the Contractor’s reason, the Contractor is
obligated,  and  the  Employer  is  entitled  to  request  the  Contractor,  to  take  measures  at  its  own  cost  to  catch  up  with  the
progress.

4.1.3 Adjustment to the Project Schedule

In any of the following circumstances, the completion date will be postponed, and the project schedule will be adjusted:

(1) Where  the  basic  project  data  and  site  obstacle  information  provided  by  the  Employer  according  to  Article  5.2.1  are
incorrect,  inaccurate,  incomplete  or  delayed,  payment  is  not  made  according  to  the  prepayment  amount  specified  in
Article 14.3.1, and according to the payment time specified in Article 14.3.2, and thus causes the design commencement
date  delayed  under  Article  4.2.2,  or  the  procurement  commencement  date  delayed  under  Article  4.4.2,  or  causes  the
construction commencement date delayed.

(2) According to Article 4.2.4 (2), due to the Employer’s reason, the review meeting time for certain design stage is delayed.

(3) According to Article 4.2.4 (3), the approval time for relevant design review authority is longer than the agreed time.

(4) Other circumstances for postponing the completion date according to the Contract.

4.1.4 Escalation Requirement of the Employer

If during the performance of the Contract, the Employer requests in writing to accelerate the design, purchase, construction,
completion test, and the Contractor accepts, the Contractor will submit an acceleration plan and accelerate its work. Any cost
adding therefrom will be governed according to the provisions of Article 13.2.4 regarding modification.

4.2 Design Schedule

4.2.1 Design Schedule

The Contractor will formulate the design schedule according to the approved project schedule, the design review stage agreed
in Article 5.3.1, and the arrangement of the
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design  review  meeting  organized  by  the  Employer.  The  design  schedule  will  be  implemented  after  it  is  approved  by  the
Employer. The approval by the Employer will not discharge the Contractor’s contractual liabilities.

4.2.2 Design Commencement Date

The Contractor will commence design on the 5 th day (as the design commencement date) after it receives from the Employer
the  basic  project  information  and  the  onsite  obstacle  information  provided  under  Article  5.2.1,  and  the  prepayment  made
under Article 14.3.2.

4.2.3 Delay of Design Commencement Date

If the Employer fails to provide basic design information and onsite obstacle information under Article 5.2.1, or fails to make
prepayment according to the amount specified in Article 14.3.1, and the payment time specified in Article 14.3.2, and thus
causes  the  design  commencement  date  delayed,  the  design  commencement  date  and  project  completion  date  will  be
postponed accordingly. If the design commencement date is delayed due to the Contractor’s reason, the Contractor will catch
up with the progress at its own cost according to Article 4.1.2. If the Employer causes any economic loss to the Contractor, it
shall pay the Contractor for such loss.

4.2.4 Delay of Review Date at Design Stage

(1) Where due to the Contractor’s reason relevant design documents fail to be submitted according to the design review stage
and  the  meeting  time  of  the  review  meeting  under  the  Contract,  or  the  submitted  design  documents  do  not  meet  the
design depth  requirements  of  relevant  review stage,  and thus  cause  the  design review meeting  delayed,  the  Contractor
will  catch  up  with  the  progress  at  its  own  cost  according  to  Article  4.1.2.  Where  the  critical  path  is  delayed,  and
economic  loss  is  caused  to  the  Employer  (costs  for  preparation  of  review  meeting),  the  Contractor  will  bear
responsibilities.

(2) If due to the Employer’s reasons the arrangement of review meeting at design stage under the Contract is not followed,
and thus causes review meeting for certain design stage delayed, the completion date will be postponed accordingly, and
any loss of idleness of labor force will be borne by the Employer.

(3) If  relevant  approval  time  required  by  the  governmental  design  review  department  is  longer  than  the  agreed  time,  the
completion date will be postponed. The parties will bear respective cost thus caused.

4.3 Procurement Schedule
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4.3.1 Procurement Schedule

The  Contractor’s  procurement  schedule  will  comply  with  the  project  schedule,  and  be  coordinated  with  the  schedules  of
design,  construction  and/or  completion  test  and  post-completion  test.  The  submitted  copies  and  submission  time  of  the
procurement schedule will be provided for in the Special Terms.

4.3.2 Procurement Commencement Date

The procurement commencement date is specified in the Special Terms.

4.3.3 Delay of Procurement Schedule

If the procurement is delayed due to the Contractor’s reason, and thus causes loss due to stop of work or idleness of work and
the  completion  date  delayed,  the  Contractor  will  bear  responsibility.  If  the  procurement  is  delayed  due  to  the  Employer’s
reasons, and thus cause loss due to stop of work or idleness of work to the Contractor, the Employer shall be responsible for
such loss. If any critical path is delayed, the completion date will be postponed accordingly.

4.4 Construction Schedule

4.4.1 Construction Schedule

The  Contractor  will  submit  an  overall  construction  organization  design  which  includes  a  construction  schedule  15  days
before  the  onsite  construction  commences.  The  construction  commencement  date  and  completion  date  in  the  construction
schedule  will  comply  with  those  specified  in  the  Agreement,  and  be  coordinated  with  the  arrangements  in  the  project
schedule.  Where the Employer needs the Contractor  to submit  the project  construction schedule of key single work and/or
key part, the Special Terms will provide for the number of copies submitted and the time of submission.

4.4.2 Delay of Construction Commencement Date

If  the  construction  commencement  date  is  delayed,  the  completion  date  will  be  extended  according  to  the  following
provisions:

(1) If  the Contractor  fails  to commence construction due to the Employer’s  reason,  the completion date will  be postponed
accordingly. If any economic loss is thus caused to the Contractor, the Employer shall pay corresponding amount.

(2) If  the  Contractor  fails  to  commence  construction  due  to  its  own reason,  it  must  explain  reasons,  and  take  measures  to
commence construction as soon as possible at its own cost, and the completion date will not be postponed.
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(3) If  the  commencement  date  of  construction  is  delayed  due  to  force  majeure,  the  completion  date  will  be  postponed
accordingly.

4.4.3 Completion Date

(1) Where the implementation stage of the contracted project includes the completion test, the planned completion date and
actual completion date will be determined as follows:

1) the single work completion date agreed in Clause 9.1 (Take-Over of the Project) of the Special Terms is the planned
completion date of such single work; the planned completion date of the last single work is the planned completion
date of the Project;

2) the passing date of the last completion test of the single work is the actual completion date of such single work;

3) The passing date of the completion test of the last single work is the actual completion date of the Project.

(2) Where the implementation stage of the contracted project does not include the completion test, the planned completion
date and actual completion date will be determined as follows:

1) the single work completion date agreed in Clause 9.1 (Take-Over of the Project) of the Special Terms is the planned
completion date of such single work; the planned completion date of the last single work is the planned completion
date of the Project;

2) When  the  Contractor  finishes  all  the  construction  work  of  a  single  work  specified  in  the  construction  drawings
according  to  the  Contract,  and  complies  with  the  agreed  quality  standards,  such  date  will  be  the  actual  completion
date of the single work;

3) When the Contractor finishes all the construction work of the last single work specified in the construction drawings
according to the Contract,  and complies with the agreed quality standards under the Contract,  such date will  be the
actual completion date of the Project.

(3) The construction part reserved by the Contractor for completion test or post-completion test, or the construction reserved
part  requested  by  the  Employer,  and  the  outstanding  little  work  and  defect  repair  that  will  not  materially  affect  the
operation and use by the Employer, will not affect the determination of the completion date.
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4.5 Compensation for Delay

If  the  completion  date  of  the  Project  is  delayed  due  to  the  Contractor’s  reason,  the  Contractor  will  bear  liability  for
compensation.  The  compensation  for  each  delayed  day,  and  the  maximum  amount  of  compensation  accumulated  will  be
stipulated  in  the  Special  Terms.  The  Employer  is  entitled  to  deduct  such  compensation  from  the  progress  payment,  the
completion settlement amount or the agreed and provided performance guarantee.

4.6 Suspension

4.6.1 Suspension due to the Employer

The notice of suspension caused by the Employer shall state the date of suspension and the estimated period of suspension.
Both parties shall comply with relevant provisions of Article 2.1.5 and 3.1.4.

4.6.2 Suspension due to Force Majeure

If the Project is suspended due to force majeure, both parties will arrange their work according to the their obligations at the
occurrence of the force majeure set forth in Article 17.1, and the provisions of Article 17.2 regarding the consequences of the
force majeure.

4.6.3 The Contractor’s Work during Suspension

When the  suspension  by  the  Employer  under  Clause  4.6.1  or  the  suspension  due  to  force  majeure  under  4.6.2  occurs,  the
Contractor shall immediately stop the implementation work on the site, and, according to the contract, the Contractor will be
responsible for taking care of,  and protecting the Project,  project  materials  and the documents  of the Contractor  etc.  If  the
Contractor fails to perform the obligations relating to taking care,  or protecting,  and thus causes any materials damaged or
lost, increases the costs of the Employer, and/or causes the completion date delayed, the Contractor will bear responsibilities.

4.6.4 The Contractor’s Requirement to Resume Work

According to the Employer’s notice of suspension, the Contractor is entitled to notify the Employer to resume work 45 days
after such suspension. When it is impossible to resume work, the Contractor is entitled to reduce the part of project affected
by means of modification according to the provisions of Article 13.2.5 regarding adjustment or reduction of work.

Where the Employer’s suspension exceeds 45 days and thus affects the whole Project, or the Employer’s suspension exceeds
180 days, or the contract is unable to perform due to suspension arising from force majeure, the Contractor is entitled to issue
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termination notice according to the provisions of Article 18.2 with respect to termination by the Contractor.

4.6.5 The Employer’s Resumption of Work

Where  the  Employer  issues  resumption  notice,  it  is  entitled  to  organize  the  Contractor  to  inspect  the  Project,  and  project
materials affected by such suspension, and the Contractor will notify the Employer of the inspection result and the content to
be resumed or repaired and the estimate of such content. Upon the confirmation by the Employer, the resumption and repair
costs will be borne by the Employer. The completion date will be postponed accordingly, if the resumption and repair cause
the critical path of the project to be delayed.

4.6.6 Suspension due to the Contractor

Losses, damages and delay of the Completion Date arising out of suspension of part of the works or all works caused by the
Contractor shall be borne by the Contractor.

4.6.7 Payment during Work Suspension

Where the work suspended due to the Employer is resumed, and the suspension does not affect the whole Project, the parties
shall negotiate and determine the reasonable increase of cost incurred by the Contractor due to such suspension according to
Article 2.1.5. The Contractor shall include the amount into the current payment application, and the amount shall be paid by
the Employer upon examination.

After the resumption of work suspended due to the Employer, if part of the work is affected, and the Contractor requests to
adjust or reduce part of the work according to Article 4.6.4 and the Employer approves, the Employer shall reduce the price
for such part from the contract price. Both parties shall also negotiate and determine the reasonable increase of cost incurred
by the Contractor due to such suspension according to Article 2.1.5. The Contractor shall include the amount into the current
payment application, and the amount shall be paid by the Employer upon examination.

Where the suspension due to the Employer causes the Contract unable to perform, and the Contractor delivers the termination
notice according to Paragraph 2 of Article 4.6.4, both parties shall settle and pay according to relevant provisions of Article
18.2 relating to the Contractor’s termination.

5. Technology and Design

5.1 Production Technology and Architectural Design Schemes

5.1.1 Production Technology and (or) Architectural Design Schemes Provided by the Contractor.
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When  the  Contractor  is  responsible  for  providing  production  technologies  (including  patent  technology,  know-how  and
technological package) and/or architectural design schemes (including overall layout, function zoning, building modeling and
major structure), it shall be responsible for the provided technological process, technological data, technological conditions,
software,  analysis  manual,  operation  instructions,  equipment  manufacture  instructions  as  well  as  other  data  requirements,
and/or overall layout, function zoning, building modeling and major structure etc.

The Contractor shall be responsible for the guaranty value in commissioning assessment, and/or the descriptions of operation
function assurance agreed in the Special Terms. The guaranty value in commissioning assessment and/or the descriptions of
operation function assurance shall be used by the Employer as the evaluation basis for commissioning assessment according
to Article 10.3.3.

5.1.2 Technologies and/or Architectural Design Schemes Provided by the Employer

When the  Employer  is  responsible  for  providing the production  technologies  (including patent  technology,  know-how and
technological package) and/or architectural design schemes (including overall layout, function zoning, building modeling and
major structure, or architectural design schemes provided by third-party design units with the entrustment of the Employer),
it shall be responsible for the provided technological process, technological data, technological conditions, software, analysis
manual,  operation  instructions,  equipment  manufacture  instructions  as  well  as  other  documents  and  materials  of  the
Contractor, the requirements of the Employer, and/or overall layout, function zoning, building modeling and major structure
etc., or architectural design schemes provided by third-party design units.

The Employer is obliged to instruct, examine and confirm the production technology design and/or architectural design made
by  the  Contractor  on  the  basis  of  the  materials  above  provided  by  the  Employer.  The  guaranty  values  in  commissioning
assessment of the project and/or any single work, or the descriptions of operation function assurance and the responsibilities
that shall be borne by each party shall be agreed in the Special Terms and used by the Employer as the evaluation basis for
commissioning assessment according to Article 10.3.3.

5.2 Design

5.2.1 Obligations of the Employer

(1) To provide fundamental materials of the project. The Employer shall provide fundamental materials of the project for the
Contractor  according  to  the  Contract,  laws  or  industrial  regulations,  and  shall  be  responsible  for  their  authenticity,
correctness, completion and punctuality. If there is any unauthentic, incorrect or
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incomplete fundamental materials of the project, the Employer is obliged to further provide complementary materials for
the  Contractor  according  to  the  agreed  time.  The  category,  contents,  number  of  copies  and  time  of  the  fundamental
materials of the project shall be agreed in the Special Terms. With respect to the reference coordinate data (including the
reference  control  point,  reference  control  level  and  reference  coordinate  control  line)  in  the  project  site,  the  Employer
shall be obliged to cooperate with the Contractor the actual re-inspection and re-test at the agreed time in the field. Where
any correction of errors in the coordinate data causes increase of related expenses to the Contractor and/or delay of the
completion date, the Employer shall be responsible for the increase of expenses and/or and grant reasonable extension for
the completion date.

If there is any technique or technological package provided by the patent merchant or any architectural model provided
by  any  third-party  design  unit  included  in  the  fundamental  materials  of  the  project  provided  by  the  Employer,  the
Employer shall organize the patent merchant or the third-party design unit to make interchange, coordination and handing
over of data, conditions and materials.

If the Employer fails to provide the fundamental materials or complementary materials of the project on the agreed time,
or  the  materials  provided  are  unauthentic,  incorrect  and  incomplete,  or  the  plan  of  the  Employer  is  changed,  causing
suspension, reworking or revision of the design by the Contractor, the Employer shall compensate the Contractor’s loss
on  the  basis  of  the  increased  work  in  design.  If  the  critical  path  of  the  project  is  delayed,  the  completion  date  of  the
project shall be postponed.

(2) To  provide  the  materials  of  obstacles  at  site.  Except  as  otherwise  provided  in  the  Special  Terms,  the  Employer  shall
provide  before  design  the  materials  of  on-site  obstacles  regarding  constructions  and  structures  on  the  ground  and
underground related to design and construction,  and shall  be responsible for  their  authenticity,  correctness,  completion
and punctuality. Where any suspension, re-working or revision of the design of the Contractor occurs due to unauthentic,
incorrect,  incomplete  or  unpunctual  materials,  the  Employer  shall  compensate  the Contractor’s  loss  on the basis  of  the
increased extra work in design.  If  the critical  path of the project  is delayed,  the completion date of the project  shall  be
postponed. The category, contents, number of copies and time of the materials of the obstacles provided shall be agreed
in the Special Terms.

(3) If the Contractor is incapable of verifying the data, conditions and materials in the fundamental materials of the project
provided by the Employer, the Employer shall be obligated to make further confirmation.
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5.2.2 Obligations of the Contractor

(1) The Contractor and the Employer (and its patent merchants as well as third-party design units) shall hand over and take
over fundamental materials regarding design of the project which are provided by the Employer according to Item 1 of
Article 5.2.1 and materials of on-site obstacles regarding design provided according to Item 2 of Article 5.2.1 in writing.
If there is any shortage, omission, error and doubt in the materials, the Contractor shall raise further requirements to the
Contractor  within  15  days  after  receipt  of  the  above  materials  provided  by the  Contractor.  Any loss  caused  due  to  the
Contractor’s failure to raise further requirements within the above time limit shall be borne by the Contractor; where any
critical path of the project delays thereupon, the completion date of the project will not be postponed. The Contractor is
obliged to agree on the time of actual measurement and re-inspection and correct relevant errors (if any) for the reference
coordinate data (including the reference control point, reference control level and reference coordinate control line) of the
project site. The Contractor shall bear any increase in costs and delay in the critical route due to any delay of such work.

(2) The  Contractor  is  obliged  to  carry  out  engineering  design  according  to  the  fundamental  materials  and  on-site  obstacle
materials  provided  by  the  Employer  as  well  as  the  design  depth  prescribed  by  national  authorities  and  industrial
construction standards and norms, and shall be responsible for the technologies and/or architectural features of the design
as well  as standards of safety,  environment protection and occupational  health of the project,  quality of equipment and
materials, quality of the project and time of completion. The increase of expense and delay of completion date due to the
design of the Contractor shall be borne by the Contractor.

5.2.3 Observation of Standards and Rules

(1) The  standards  and  regulations  agreed  in  Article  1.5  apply  to  acceptance  of  single  works  and/or  the  project  by  the
Employer.

(2) If  new  standard  or  regulation  is  issued  by  the  state  during  application  of  the  Contract,  the  Contractor  shall  submit
proposals about new standards or regulations to the Employer and shall  strictly conform to the mandatory standards or
regulations  therein.  The Employer  shall  be  responsible  for  relevant  modification;  the  Employer  is  entitled  to  decide  to
adopt or not to adopt non-mandatory standards or regulations. Where it determines to adopt any non-mandatory standards
or regulations, is shall make relevant modification.
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(3) Technical  data  and specifications  in  the  drawings  and documents  of  design  completed  according  to  applicable  laws  as
well  as  standards  and  regulations  agreed  in  the  Contract  shall  be  the  basis  for  quality  of  the  purchased  materials,
construction, and completion tests.

5.2.4 Operation Maintenance Manual

Unless otherwise specified in the Special Terms, if the Contractor instructs the post-completion tests and the commissioning
assessment test, and compiles the operation maintenance manual, the Employer shall give order, according to the agreement
in  Paragraph  2  of  Article  5.2.1(1),  to  patent  merchants  or  other  contractors  of  the  Employer  to  provide  their  operation
instructions  and  analysis  manuals,  be  responsible  for  the  authenticity,  correctness,  completion  and  punctuality  of  the
materials. The number of copies and time for the Employer to submit operation instructions and analysis manuals and for the
Contractor to submit operation and maintenance manuals shall be agreed in the Special Terms.

5.2.5 Number of Copies and Time of Submission of Design Documents

The number of copies and submission time of design documents, materials and drawings in relevant design stages shall be
agreed in the Special Terms.

5.2.6 Self-Funded Repair of Defects and Self-Funded Catch-Up with Schedule

If  any  omission,  fault,  defect  or  insufficiency  occurs  in  the  design  documents  due  to  the  Contractor,  the  Contractor  shall
make repair,  remedy,  correction  and completion  on its  own expense.  Where  the  design schedule  thereupon delays,  it  shall
take measures to catch up with the schedule on its own expense.

5.3 Examination in Design Stage

5.3.1 Design stage, organization and time arrangement of examination meetings in the design stage of the project shall be agreed in
the Special Terms. The Employer is responsible for organizing examination meetings in the design stage and bear expenses
for the examination meetings and for the higher-level units and relevant government departments to attend the examination
meetings.

5.3.2 The Contractor  shall  submit  design documents  of relevant  design examination stages to the Employer  according to Article
5.3.1.  Such  design  documents  shall  conform  to  the  regulations  of  relevant  national  authorities  and  industrial  construction
standards  and  norms  on  depth  of  design  documents,  drawings  and  materials  of  relevant  design  stages.  The  Contractor  is
obliged  to  attend  on  its  own  expense  the  design  examination  meetings  organized  by  the  Employer,  and  introduce,  give
answers and explain to the
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examiner on its design documents, and provide the complementary materials needed in the examination.

5.3.3 The  Employer  is  obliged  to  provide  the  approval  documents  and  summary  of  the  design  examination  meeting  to  the
Contractor. The Contractor is obliged to make revision, complement and completion of the relevant design according to the
approval  documents  and summary  in  relevant  design  examination  stage  on the  basis  of  the  agreement  in  the  Contract  and
relevant design regulations.

5.3.4 If the complete design documents, drawings and materials of the relevant design examination stage cannot be provided to the
Employer  at  the time agreed in  Article  5.2.5  due to  the Contractor’s  reason,  causing the failure  or  the meeting in  relevant
design examination stage to be held or to be held on time, the Contractor shall bear the losses due to delay of the completion
date and idleness of labor force and the increased expenses due to organization of meetings by the Employer.

5.3.5 The Employer is entitled to suggest, pre-exam and confirm the design documents, drawings and materials of relevant design
stages before the design examination stages agreed in Article 5.3.1. Any suggestion, pre-examination or confirmation will not
relieve or exempt any contracted responsibility or obligation of the Contractor.

5.4 Training of Operation and Maintenance Personnel

Where  the  Employer  entrusts  the  Contractor  to  provide  training  for  operation  and  maintenance  personnel  of  the  Employer,  a
training entrustment contract shall be signed separately and included as an annex of the Contract.

5.5 Intellectual Property

The  parties  may  enter  into  intellectual  property  and  confidentiality  agreements  for  intellectual  property  rights  with  respect  to
technical patents, architectural design scheme, proprietary technology and copyright of design documents of one party or parties
(including patent merchants and third-party design units of one party or parties) of the Contract, and include them as the annex of
the Contract.

6. Project Materials

6.1 Provision of Project Materials

6.1.1 Project Materials Provided by the Employer

(1) The  Employer  shall  be  responsible  for  organizing  the  procurement  of  project  materials  (including  their  spare  parts,
special  tools  and  technical  paper  provided  by  the  manufacturer)  according  to  the  technical  parameters,  specifications,
performance requirements, application requirements and quantity specified in the
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design  documents  mentioned  in  Article  5.2.3  (3).  The  Employer  shall  also  be  responsible  for  delivery  of  the  project
materials to the project site and for the consumption, quality inspection results and performance.

The categories and quantity of project materials provided by the Employer shall be listed in the Special Terms.

(2) Where the project materials (including building components) procured and provided by the Employer fail to conform to
the  provisions  of  national  mandatory  standards  and  norms,  have  any  quality  defect  or  any  delay  of  delivery,  causing
idleness of the labor force, project suspension or delay in critical path, the agreement on revision and adjustment of the
contracted prices in Article 13 shall be implemented.

Where  the  newly  issued  mandatory  standards  and  norms  cause  the  construction  materials  (including  building
components)  provided  by  the  Employer  to  be  inconsistent  with  such  new  mandatory  standards  in  the  course  of
performance of the Contract, the Employer is responsible for repair or re-order. If the Contractor is entrusted for repair, it
is processed as a change.

(3) Where the Employer  invites  the Contractor  to  participate  in  overseas  procurement,  the costs  arising therefrom shall  be
borne by the Employer.

6.1.2 Project Materials Provided by the Contractor

(1) The  Contractor  shall  be  responsible  for  organizing  the  procurement  of  project  materials  (including  their  spare  parts,
special  tools  and  technical  paper  provided  by  the  manufacturer)  according  to  the  technical  parameters,  specifications,
performance requirements, application requirements and quantity specified in the design documents mentioned in Article
5.2.3  (3).  The  Employer  shall  also  be  responsible  for  delivery  of  the  project  materials  to  the  project  site  and  for  the
consumption, quality inspection results and performance. The categories and quantity of project materials provided by the
Contractor shall be listed in the Special Terms.

(2) Where the project materials (including building components) procured and provided by the Contractor fail to conform to
the provisions of national mandatory standards and norms or the standards and norms agreed herein, the Contractor shall
repair the quality defects arising therefrom on its own expense. The completion date will not be prolonged.

When the mandatory standards and norms newly issued by the nation cause the construction materials (including building
components) provided by the Contractor
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inconsistent  with  such  new  mandatory  standards  in  the  course  of  performance  of  the  Contract,  the  Contractor  is
responsible for repair or re-order. It is processed as a change.

(3) The  categories  and/or  lists  of  the  production  materials  for  testing  after  completion  of  the  project  and  provided  by  the
Contractor shall be listed in the Special Terms.

6.1.3 Selection of Suppliers by the Contractor

The  Contractor  shall  select  suppliers  or  manufacturers  of  the  relevant  project  materials  by  competitive  means,  such  as
bidding. For construction projects that are subject to tender according to law, bidding shall be conducted in accordance with
relevant national provisions.

The Contractor shall not appoint any supplier or manufacturer in the design documents or in an oral implicit way, except that
there is only one manufacturer. The Employer should not appoint any supplier or manufacturer in any way.

6.1.4 Property rights for project materials

The  ownership  of  the  project  materials  provided  by  the  Contract  according  to  Article  6.1.2  will  be  transferred  to  the
Employer  after  the  Contract  delivers  the  project  materials  to  the  project  site  and  pays  the  procurement  progress  payment.
Before  the  Employer  takes  over  the  project,  the  Contractor  is  obliged  to  take  care  of,  preserve  and  maintain  the  project
materials and shall not transport the project materials outside the site without approval of the Employer.

6.2 Inspection

6.2.1 Factory Inspection and Report

(1) The  Contractor  shall  obey  relevant  laws  and  regulations,  be  responsible  for  the  mandatory  examination,  inspection,
monitoring  and  test  on  equipment,  materials,  parts  and  spare  parts  for  permanent  work  provided  according  to  Article
6.1.2  as  well  as  the  testing  goods  and  materials  after  completion  of  the  project,  and  provide  relevant  reports  to  the
Employer. The contents, time and number of copies of the reports shall be agreed in the Special Terms.

(2) When  the  Contractor  invites  the  Employer  to  participate  in  inspection,  it  shall  notice  the  Employer  in  writing  the
contents, place and time of the inspection before the examination, inspection, monitoring and test on relevant processing
and manufacture stages. The Employer shall notice the Contractor whether to participate in the inspection within 5 days
after receipt of the invitation in writing.
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(3) The Employer  shall  bear the wages,  allowances,  travel  and commodity of its  staff  in taking part  in the inspection.  The
Contractor  shall  be  responsible  for  obtaining  the  permit  to  enter  relevant  manufacturers  and  providing  corresponding
convenience.

(4) If the Employer entrusts a third party with competence and experience to participate in the inspection on its own expense,
the Employer shall notice in writing the Contractor within 5 days after receiving the invitation letter from the Contractor,
describing the name and authorization of the entrusted unit or person(s).

(5) The participation of the Employer or its entrusted representative in the inspection shall not relieve the responsibility of
the Contractor for the quality of its procured project materials.

6.2.2 Consequence of Coverage and Package

If the Employer has noted the Contractor to participate in the inspection in writing within the date agreed in Article 6.2.1, and
has arrived to the appointed place before the agreed date or on time, but the processed or manufactured project materials are
covered, packed or delivered to the place of starting shipment without on-site inspection of the Employer,  the Employer is
entitled  to  order  the  Contractor  to  transport  them  back  to  the  original  place,  take  off  the  cover  or  package,  make  the
examination or inspection or test once more and restore them, the Contractor shall bear the expenses. If the critical path of
the project is delayed, the completion date of the project shall not be prolonged.

6.2.3 Failure of Participation in the Inspection on Time

If  the  Employer  fails  to  participate  in  the  inspection  at  the  time  agreed  in  Article  6.2.1,  the  Contractor  may  organize  the
examination, inspection and test by itself, and the quality inspection result shall be regarded as true. The Employer is entitled
to notice the Contractor to carry out re-examination, re-inspection, re-test or increase test details or change test place with a
modification order. Where the project materials are proved qualified after quality inspection, the expenses arising therefrom
shall  be  borne  by  the  Employer,  and  if  the  critical  path  of  the  project  is  delayed,  the  completion  date  shall  be  postponed
correspondingly;  If  the  project  materials  are  proved  not  qualified  after  quality  inspection,  the  expenses  shall  be  borne  the
Contractor, and the completion date shall not be prolonged.

6.2.4 On-Site Check and Inspection

(1) The Employer  shall  notice  the  Contractor  five  days  before  it  delivers  the  project  materials  provided by it  according  to
Article 6.1.1 to the site. The Employer (or including the suppliers providing project materials for the Employer) and the
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Contractor (or including its  subcontractors) shall  check the number of packages according to the bill  of  lading of each
shipment and conduct appearance inspection, and also check the quantity, ex-factory certificate, drawings and documents
inside the packages according to the packing list  and conduct appearance inspection.  The personnel of the parties shall
sign the list of delivery order and receipt after check and inspection.

If any shortage in number of packages, insufficiency of quantity of the project materials, drawings or materials inside the
packages,  or  any  exterior  defect  is  found  in  the  on-site  check  and  inspection,  the  Employer  shall  be  responsible  for
complementing the shortage and repair on its own expense. The project materials shall not be used in the project before
the defects are repaired. If the Employer entrusts the Contractor to repair the defects, a separate contract shall be signed.
If  the  critical  path  of  the  project  is  delayed  due  to  the  above  reasons,  the  completion  date  of  the  project  shall  be
postponed.

(2) The Contractor shall  notice the Contractor five days before it  delivers the project materials provided by it  according to
Article 6.1.2 to the site. The Contractor (or including the suppliers providing project materials for the Contractor or the
subcontractors)  and  the  Employer  (including  its  representatives  or  supervisors)  shall  check  the  number  of  packages
according  to  the  bill  of  lading  of  each  shipment  and  conduct  appearance  inspection,  and  also  check  the  quantity,  ex-
factory  certificate,  drawings,  documents  and  materials  inside  the  package  according  to  the  packing  list  and  conduct
appearance inspection. The personnel of the parties shall sign the unpacking inspection certificate.

If any shortage in number of packages, insufficiency of quantity of the project materials, drawings or materials inside the
packages,  or  any  exterior  defect  is  found  in  the  on-site  check  and  inspection,  the  Contractor  shall  be  responsible  for
complementing the shortage and repair on its own expense. The project materials shall not be used in the project before
the defects are repaired. The Contractor shall be responsible for any expense increase or any delay of the completion date
of the project caused therefrom.

6.2.5 Inspection by Departments regarding Quality Supervision, Fire Control and Environment Protection

The  Employer  and  the  Contractor  shall  accept  from  time  to  time  on-site  inspection  of  professional  inspectors  from
departments  regarding  quality  supervision,  fire  control,  environment  protection  and  the  industry  on  the  process  of
manufacture, installation and test. Relevant expense shall be borne by the Employer. The Contractor shall provide
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convenience for such professional inspectors. Where the critical path of the project thereby delays, the completion date of the
project shall be postponed.

Any increased expense arising from the opinions of modification or change given by the above-mentioned departments in the
inspection shall be borne by the party responsible for providing project materials according to Article 6.1.1 or Article 6.1.2.
Where the critical  path of the project  thereby delays due to the cause of the Contractor,  the completion date of the project
shall not be prolonged; where the critical path of the project thereby delays due to the cause of the Employer, the completion
date of the project shall be postponed.

6.3 Procurement, Customs Declaration, Customs Clearance and Commodity Inspection of Imported Project Materials

6.3.1 The party responsible for procuring imported project materials and procurement way shall be agreed in the Special Terms.
The  party  responsible  for  procurement  shall  be  responsible  for  customs  declaration,  customs  clearance  and  commodity
inspection. The other party is obliged to give assistance.

6.3.2 When  the  critical  path  of  the  project  delays  due  to  any  delay  in  customs  declaration,  customs  clearance  and  commodity
inspection of the imported project  materials,  the completion date of the project  shall  not  be prolonged,  if  the Contractor  is
responsible for the import procurement.  The increased expense therefrom shall  be borne by the Contractor;  the completion
date  of  the  project  shall  be  postponed  if  the  Employer  is  responsible  for  the  import  procurement.  Any  increased  expense
caused therefrom to the Contractor shall be borne by Employer.

6.4 Transport and Transport of Out-Of-Gauge Materials

The Contractor shall be responsible for the transport of out-of-gauge materials (overweight, overlong, ultra-wide or ultrahigh) of
the  project  procured  by  it.  The  delivery  cost  and  such  out-of-gauge  materials  and  all  other  costs  regarding  special  measures,
disassembly and removal as well as compensation in the course of delivery shall be included in the contract price. Any expense
increased in the process of delivery shall be borne by the Contractor. The completion date of the project shall not be prolonged if
the critical path of the project delays thereby, except as otherwise provided in the Special Terms.

6.5 Reorder and Consequences

6.5.1 In accordance with Article 6.1.1 and Article 6.3.1, where the project materials provided by the Employer have any defect and
are unqualified after the Employer conducts repair, the Employer shall be responsible for reordering the project materials and
delivering them to the project site. Where any working suspension or idleness of labor force of
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the  Contractor  occurs  thereby,  the  Employer  shall  bear  the  actual  expense;  where  the  critical  path  of  the  project  delays
thereby, the completion date of the project shall be postponed.

6.5.2 In  accordance  with  Article  6.1.2  and  Article  6.3.1,  where  permanent  engineering  equipment,  materials  and  components
provided  by  Contractor  have  any  defect  and  are  unqualified  after  the  Contractor  conducts  repair,  the  Contractor  shall  be
responsible  for  reordering  such  permanent  engineering  equipment,  materials  and  components  and  delivering  them  to  the
project site. The Contractor shall be responsible for any expense increase or any delay of the completion date of the project
caused therefrom.

6.6 Storage and Surplus of Project Materials

6.6.1 Storage of Project Materials

The project materials provided by the Employer according to Article 6.1.1,  agreement of project materials provided by the
Contractor and entrustment of storage to the Contractor according to Article 6.1.2, as well as categories and quantity of the
project materials shall be agreed in the Special Terms.

The Contractor shall carry out storage, repair and maintenance and prevention from deformation, deterioration, pollution and
personal  harm of  project  materials  according  to  relevant  provisions  of  manuals.  The time for  the  Contractor  to  submit  the
storage  and  maintenance  scheme  shall  be  agreed  in  the  Special  Terms.  The  scheme  shall  include  classification,  storage,
maintenance,  safety,  use  system  of  project  materials  and  planning  of  warehouse,  special  warehouse,  storage  yard,  road,
lighting,  fire prevention,  facilities  and devices.  All  the expenses needed for storage shall  be included in the contract  price.
The warehouse, storage yard, facilities and equipment provided by the Employer shall be agreed in the Special Terms.

6.6.2 Handover of Surplus Project Materials

With respect to the project materials (including the project materials procured by the Contractor with procurement progress
payments  received  and  the  project  materials  entrusted  by  the  Employer  for  storage),  the  surplus  part,  after  the  completion
test,  shall  be transferred to the Employer by the Contractor  for free of charge,  except as otherwise provided in the Special
Terms.

7. Construction

7.1 Obligations of the Employer

7.1.1 Reference Coordinate Data
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Where  the  Contractor  needs  the  Employer  to  contact  relevant  units  for  construction  measurement  and  line  marking,  the
Employer is obliged to provide assistance.

7.1.2 Examine the Design of Overall Construction Organization

The Employer is entitled to examine the design of overall construction organization submitted by the Contractor according to
Article 7.2.2, and present advice and requirement within 20 days after receipt of the same. The advice and requirements of
the  Employer  will  not  mitigate  or  exempt  the  Contractor’s  contractual  liabilities.  Where  the  Employer  fails  to  submit  any
advice  or  requirement  within  20  days,  the  Contractor  is  entitled  to  construct  according  to  the  overall  construction
organization design.

7.1.3 Entry Conditions and Date

Except as otherwise provided in the Special Terms, the Employer and the Contractor shall agree to the entry conditions and
decide the entry date according to the approved preliminary design and the temporary occupation documents submitted by
the Contractor according to Article 7.2.3. The Employer shall provide construction site and complete tasks including access
roads, land use permits, relocation and compensation, in order to ensure that the Contractor can enter the site on time to start
making preparation. The entry conditions and date are agreed in the Special Terms.

If  the  entry  time  of  the  Contractor  delays  due  to  the  reasons  of  the  Employer,  the  completion  date  will  be  extended
accordingly. The Employer shall bear related expenses of idleness of labor force occurred to the Contractor.

7.1.4 Provision of Temporary Water, Power etc. and Laying of Pitch Points

Except as otherwise provided in the Special Terms, the Employer shall connect the temporary water and power supply to the
agreed pitch points according to the provisions of Article 7.2.4 before the Contractor enters the construction site, and ensure
their needs to be met. The type and unit price of the temporary supply of water and power etc. will be agreed in the Special
Terms. The Employer shall charge based on the actual consumption. The inability of supply of water and power etc. shall be
agreed in the Special Terms. The Contractor shall include relevant costs in quotation and assume relevant responsibility.

Where the Employer fails to complete the laying of pitch points according to the agreed type and time and causes the delay of
the  commencement  time,  the  completion  date  shall  be  extended  accordingly.  Where  the  Employer  fails  to  provide  water,
electricity  and  so  on  according  to  the  agreed  quality,  quantity  and  time,  it  shall  bear  the  loss  caused  thereupon  to  the
Contractor. Where the critical path of the project delays therefore, the completion date shall be postponed accordingly.
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7.1.5 Completion of such Approval Formalities as Starting Construction

Before the starting date of construction, the Employer will have completed the construction starting approval or construction
permit,  project  quality  supervision  formality  and  other  necessary  permit,  license  and  approvals  to  be  went  through  by  the
Employer.

7.1.6 Approvals to be Obtained by the Employer during Construction

During construction, the Contractor will notify various approval formalities to be went through by the Employer according to
Article 7.2.6, and the Employer will apply and go through.

If  the  Employer  fails  to  complete  the  above-mentioned  approval  formalities  on  time,  it  shall  be  responsible  for  the  loss
caused to the Contractor due to idleness of labor force. If the critical path of the project is delayed, the completion date shall
be extended correspondingly.

7.1.7 Provision of Construction Obstacle Data

The  Employer  will  provide  the  coordinate  position  of  any  underground  or  above-ground  structure,  building  and  other
facilities relating to the construction site according to the content and time agreed in the contract. Where the Employer has
provided  according  to  Subparagraphs  (1)  and  (2)  of  Article  5.2.1,  it  will  need  not  to  provide  again.  With  respect  to  the
obstacle data provided by the Employer after the agreed time in the Contract, the Contractor may submit a change application
according to the provisions relating to construction change in Article 13.2.3. The Employer shall approve reasonable requests
of the Contractor. The Employer shall approve the reasonable request of the Contractor. If the Employer fails to provide the
above-mentioned  construction  obstacle  information  or  the  information  provided  is  untrue,  inaccurate  or  incomplete,  the
Employer  shall  be  liable  for  the loss  or  damage caused to  the  Contractor.  If  the  critical  path of  the  project  is  delayed,  the
completion date shall be extended accordingly.

7.1.8 New Construction Obstacles Found by the Contractor

According to the notice sent  by the Contractor  pursuant  to Article  7.2.8,  the Employer  will  contact  certain  organization to
coordinate  and process  the protection  of  any building,  structure,  historical  and cultural  relics,  ancient  trees,  precious  trees,
underground  pipes,  cables,  facilities  and  underground  relics,  fossils  and  tombs  that  are  around  and  adjacent  to  the
construction site and may affect the project construction, and shall bear relevant costs.

38



As  for  any  new  construction  obstacles  found,  the  Contractor  may  submit  a  change  application  according  to  Construction
Change  Scope  of  Article  13.2.3  (3).  The  Employer  shall  approve  reasonable  requests  of  the  Contractor.  Where  the
construction obstacle causes the critical path to the project delayed, the completion date will be extended accordingly.

7.1.9 Confirmation of Management Plan for Occupational Health, Safety and Environmental Protection

The  Employer  will  confirm  the  management  plan  for  “occupational  health,  safety  and  environment  protection”  within  20
days after it receives such plan submitted by the Contractor according to Article 7.8. The Employer is entitled to check the
implementation  and  bring  forward  any  advice  with  respect  to  any  problem  identified  in  the  check.  The  Contractor  shall
correct at its own cost according to the Employer’s reasonable advice.

7.1.10 Other Obligations

The Employer shall perform other obligations to be performed by the Employer under the Special Terms.

7.2 Obligations of the Contractor

7.2.1 Line Marking

The  Contractor  shall  be  responsible  for  marking  lines  to  the  project,  single  work  and  construction  parts  and  for  accuracy
therefor.

7.2.2 Design of Construction Organization

The  Contractor  shall  submit  to  the  Employer  the  design  of  overall  construction  organization  15  days  before  starting
construction or at other time agreed. The Contractor shall provide the Employer with the construction organization design of
the main single work and main partial project as the construction progresses. As for any reasonable advice and requirements
raised by the Employer, the Contractor shall correct and complete at its own cost.

The copies  of  the overall  construction  organization  design and the submission time,  as  well  as  the name of,  copies  of  and
time for submitting the construction organization design of the main single work and main partial work, will be agreed in the
Special Terms.

7.2.3 Submission of Documents for Temporary Land Occupation
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The Contractor will submit to the Employer the following documents for temporary occupation according to the time agreed
in the Special Terms:

(1) According  to  the  coordinate  position,  area,  occupation  time,  and  purpose  explanations  of  warehouse,  storage  yard  and
land for roads required for storage of project materials specified in Article 6.6.1, the Contractor shall separately list the
coordinate position, area, occupation time, and purpose explanation of the land required to be rent by the Employer;

(2) the  coordinate  position,  area,  occupation  time  and  explanation  of  purpose  of  the  construction  land,  and  the  coordinate
position, area, occupation time and explanation of purpose of the leased land by the Employer separately;

(3) The entrance coordinate position of the road through which to enter the construction site.  Specify the direction, length,
road  width,  grade,  bridge  load,  turn  radius  and  time  requirements  of  the  roads  required  the  Contractor  to  lay  and
connected with the urban and rural public roads.

If the above data is failed to be provided timely due to the Contractor’s reason, and thus cause the entry date agreed in
Article 7.1.3 delayed, the Contractor shall be responsible for any added cost and (or) delayed completion date.

7.2.4 Temporary Use of Water and Power etc

The Contractor shall submit to the Employer the information including quality, normal consumption, peak consumption, use
time and pitch point location of the temporary use of water and power etc. for the construction (including storage of project
materials)  according  to  the  type  of  temporary  use  of  water  and  power  etc.  that  the  Employer  is  able  to  provide  under  the
Special  Terms 30 days  before  construction  commencement  or  on other  time agreed by the  parties.  The Contractor  will  be
responsible to purchase, install and maintain the meters, and pay fees to the Employer according to the unit price under the
Special Terms according to Article 7.1.4, unless otherwise agreed by the parties.

If the Contractor fails to submit the above data as agreed herein and thus causes the cost increase of the Employer and delay
of the completion date, the Contractor will be responsible for that.

7.2.5 Assistance for the Employer to Obtain Such Approvals as Construction Commencement

The Contractor shall notify the Employer 20 days before construction commencement to obtain the approvals from relevant
departments  with  respect  to  construction  commencement  or  construction  permit,  project  quality  supervision  and  other
permits, licenses and certificates etc. that require the Employer to obtain. When the Employer
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needs,  the  Contractor  is  obligated  to  provide  assistance.  Where  the  Employer  entrusts  the  Contractor  to  go  through  such
formalities  on  its  behalf  and  the  Contractor  accepts,  the  parties  will  sign  an  agreement  separately,  as  attachment  to  the
contract.

7.2.6 Approvals Notified to Obtain during Construction

During  the  construction  process,  if  the  Contractor  needs  to  request  temporarily  to  stop  water,  power  and discontinue  road
traffic,  carry  out  explosion  work,  or  other  work  that  may  damage  road,  pipes  and  lines,  power,  postal  office,
telecommunication and other public utilities, due to addition of temporary land outside of the site, it shall give the Employer
10-day  notice  to  conduct  relevant  application  and  approval  formalities,  and  will  at  the  request  by  the  Employer,  provide
relevant documents, materials and certificates etc. required for the Contractor to provide.

If the Contractor fails to give 10-day notice to the Employer or fails to provide relevant documents, materials and certificates
etc. required for the Employer to conduct the application, and thus causes the Contractor idles or stops works or delays the
completion date, the Contractor will bear responsibility.

7.2.7 Provision of Construction Obstacle Data

The Contractor shall submit to the Employer the specific scope and its coordinate position of the construction site 20 days
before starting construction of each underground or above-ground construction part according to the Contract. The Employer
shall, to the above extent, provide the coordinate position of relevant underground and above-ground building, structure and
other facilities (excluding the on-site obstacle data provided by the Employer according to Article 5.2.1 (1) and Article 5.2.1
(2)).  With  respect  to  any  on-site  obstacle  data  provided  by  the  Employer  after  the  agreed  time,  the  provisions  relating  to
construction change under Article 13.2.3 will apply.

Where  the  Employer  has  provided  relevant  above  data,  if  the  Contractor  causes  any  loss,  damage  and  liability  due  to  its
failure  to  perform the obligation  of  protection,  it  shall  bear  relevant  liabilities.  If  the  critical  path  to  the  project  is  delayed
therefor, the Contractor shall catch up with the progress at its own cost according to Article 4.1.2.

7.2.8 Construction Obstacle Newly Found

When the  Contractor  finds  any building,  structure,  historical  and cultural  relics,  ancient  trees,  precious  trees,  underground
pipes,  cables,  structures,  relics,  fossils  and  tombs  that  are  around  and  adjacent  to  the  construction  site  and  may  affect  the
project construction, it shall immediately take protective measures, and timely notify the
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Employer. The newly found construction obstacle will be governed by the provisions relating to change of construction under
Article 13.2.3.

7.2.9 Construction Resources

The  Contractor  shall  procure  its  personnel,  machine,  equipment,  facilities,  measurement  materials,  consumable  material,
revolving materials and other construction resources, to meet the needs of construction.

7.2.10 Description and Explanation of Design Documents

The Contractor  shall  explain  the  intention  of  the  design documents  and interpret  the  design documents  to  the  construction
subcontractor and the supervisor, before the construction commencement, and timely resolve any problem occurred during
construction.

7.2.11 Protection and Maintenance of the Project

From the commencement date of construction until the date when the Employer accepts the project and (or) single works, the
Contractor  shall  be responsible for the protection,  maintenance and security of the project  or single works,  and protect  the
project or single works from any loss or damage except for force majeure.

7.2.12 Site Clearing

The Contractor is responsible to clear the site during the construction and after the completion of construction, sort out and
transport  the remnants,  wastes and garbage to the place the Employer or the local  department  designates.  The fees for site
clearing shall be stated in the Special Terms. The Contractor shall remove the machines, equipment, facilities and temporary
work no longer in use from the site or transport them to the place designated by Employer.

7.2.13 Other Obligations

The Contractor shall perform other obligations to be performed by the Contractor under the Special Terms.

7.3 Construction Techniques and Methods

The  Contractor’s  construction  techniques  and  methods  will  comply  with  relevant  operating  rules,  safety  rules  and  quality
standards.

The Employer shall confirm or raise advice within 5 days after it receives such method submitted by the Contractor,  and such
confirmation and advice of the Employer will not mitigate or exempt the Contractor’s contractual liabilities.

7.4 Human Resources and Machine Resources
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7.4.1 The Contractor shall  submit to the Employer the list  of human resources for construction according to the format,  content,
copies  and  time  agreed  in  the  Special  Terms.  The  list  of  human  resources  for  construction  shall  meet  the  needs  of  the
construction progress plan. The Contractor will provide the Employer with the information of the human resources actually
entering the site, according to the format, content, copies and time agreed in the Special Terms.

If  the  Contractor  fails  to  invest  sufficient  human  resources  or  types  of  work  according  to  the  list  of  human  resources  for
construction, and thus causes the construction progress obviously falls behind the construction progress plan, the Employer
will be entitled to notify the Contractor to dispatch personnel to the site within reasonable time according to the type of work
and  numbers  as  specified  in  the  list  and  catch  up  with  the  schedule  on  its  own expense.  Otherwise,  the  Employer  will  be
entitled to procure the Contractor to subcontract  certain single work or partial  project to others,  and the Contractor will  be
responsible for any cost and time delayed thus occurred.

7.4.2 The  Contractor  shall  submit  to  the  Employer  the  list  of  main  machines  for  construction  according  to  the  format,  content,
copies  and  time  agreed  in  the  Special  Terms.  The  list  of  main  machines  for  construction  will  meet  the  needs  of  the
construction  progress  plan.  The  Contractor  will  provide  the  Employer  with  the  information  of  the  main  machines  actually
entering the site, according to the format, content, copies and time agreed in the Special Terms.

If the Contractor fails to invest sufficient main machines according to the list of human resources for construction, and thus
causes the construction progress obviously falls behind the construction progress plan, the Employer will be entitled to notify
the Contractor to dispatch machines to the site within reasonable time according to the numbers of machines as specified in
the list. Otherwise, the Employer will be entitled to provide the Contractor with relevant machines, and the Contractor will be
responsible for any cost and time delayed thus occurred.

7.5 Quality and Inspection

7.5.1 Quality and Inspection

(1) The Contractor and its subcontractors will accept at any time the supervision and inspection relating to safety and quality
conducted  by  the  Employer  and  supervisor.  The  Contractor  shall  provide  convenience  for  such  supervision  and
inspection.

(2) Where the Employer entrusts a third party to inspect, check, examine and test the construction quality, it shall notify the
Contractor in writing. The inspection result of such third party will be deemed the inspection result of the Employer.

43



(3) The  Contractor  shall  comply  with  relevant  rules  relating  to  construction  quality  management,  and  is  responsible  for
training and examining its operators and disclosing completely to its operators the drawing, technology, operating rules,
safety procedure and quality standards, and eliminating accident potential.

(4) According to the provisions of the design documents and construction standards and the Contract, the Contractor shall be
responsible for preparing programs for construction tests and detection, and conducting inspection, examining, check and
test on project materials (including construction components). The Contractor shall not use any substandard equipment,
materials,  and  parts.  The  Contractor  is  also  obligated  to  repair  and  (or)  replace  the  substandard  project  materials  at  its
own  cost,  and  will  be  responsible  for  any  delay  of  the  completion  date.  If  the  construction  materials  provided  by  the
Employer  are  not  proved  to  be  unqualified  after  check,  inspection,  detection  and  test  by  the  Contractor,  the  Employer
shall repair and (or) replace it at its own expense. Where the critical path delays therefore, the completion date shall be
postponed accordingly. The Employer shall bear the additional costs incurred by the Contractor.

(5) The  construction  by  the  Contractor  shall  comply  with  the  quality  standards  agreed  by  the  Contract.  The  evaluation  of
construction quality will be subject to the quality test evaluation standards agreed in the contract. As for the construction
part that does not comply with the quality standards, the Contractor shall carry out repair, reworking or replacement etc.
at its own cost, and will be responsible for any delay of the completion date.

7.5.2 Quality inspection part and inspection participant.  The quality inspection part includes the part inspected by the Employer,
supervisor and the Contractor; the part inspected by the supervisor and the Contractor; the part inspected by a third party and
(or) the Contractor. The part, inspection standards and inspection form relating to the construction quality are set forth in the
Special Terms.

According  to  the  above  provisions,  the  Contractor  shall  report  the  parts  that  have  been  inspected  as  qualified  by  it  to  the
Employer or supervisor for the record. The Employer and project director have the right to select to inspect or fully inspect
the recorded part.

7.5.3 Notify  the  participating  units  to  inspect.  When  the  Contractor  inspects,  checks,  examines  and  tests  by  itself  and  finds  it
qualified,  it  will  notify relevant participating units to participate in inspection within 24 hours,  according to the inspection
part and participating units specified in Article 7.5.2 of the Special Terms. If the participants fail to timely participate in the
inspection,  the  Contractor  shall  send  the  self-inspected  result  to  the  Employer  and  (or)  supervisor  for  signature  within  24
hours after the inspection. The failure of signature after 24 hours shall be deemed that the QC result

44



has  been  recognized  by  the  Employer.  The  Employer  may  send  a  notice  of  such  QC  result  that  is  deemed  to  have  been
confirmed by the Employer and (or) supervisor within 3 days afterwards.

7.5.4 Right to inspect quality. The Employer and its authorized supervisor or third party, without affecting the Contractor’s normal
operation,  is  entitled  to  supervise,  inspect,  check,  examine  and  test  any  construction  area.  The  Contractor  shall  provide
convenience  for  such  quality  inspections.  If  the  Employer  finds  any  quality  defects  caused  due  to  the  Contractor’s  reason
upon quality inspection, it is entitled to request the Contractor to repair, suspend, dismantle, rework, reconstruct, or replace.
The Contractor will bear any expenses thus added, and will not be granted any extension for the completion date.

7.5.5 Re-inspect  the  quality.  According  to  the  provisions  of  Article  7.5.3,  as  for  any  project  part  qualified  for  the  quality
inspection, the Employer is entitled to conduct re-inspection, without affecting the normal construction of the project. If the
Employer’s  result  of  inspection,  examination,  check  and  test  is  disqualified,  the  cost  incurred  thus  will  be  borne  by  the
Contractor,  and the completion date will  not  be extended in case of key project  access delayed.  If  the result  of inspection,
examination, check and test is qualified, increased costs of the Contractor shall be borne by the Employer. Where the critical
path of the project is delayed, the completion date shall be postponed accordingly.

7.5.6 The Employer shall be responsible for any additional construction costs incurred due to any instruction error of the Employer
's  representative  and  (or)  supervisor  or  any  other  cause  irrelevant  to  the  Contractor.  Where  the  critical  path  of  the  project
delays, the completion date shall correspondingly postponed.

7.6 Concealed Work and Intermediate Acceptance

7.6.1 Concealed  work  and  intermediate  acceptance.  The  type,  part,  inspection  content,  quality  inspection  standards,  form  and
participants relating to the concealed work and intermediate inspection to be inspected are agreed in the Special Terms.

7.6.2 Acceptance  notice  and  acceptance.  As  for  the  concealed  work  and  intermediate  acceptance  part  qualified  upon  its  own
inspection, the Contractor shall notify in writing the Employer and (or) supervisor to accept 48 hours before the acceptance
of the concealed work or  intermediate  acceptance.  The notice shall  include the contents  of  the concealed and intermediate
acceptance  and time and place of  acceptance.  For  qualified  acceptance,  the parties  shall  sign in  the acceptance  record and
may  cover  and  carry  out  follow-up  work,  and  prepare  and  submit  information  of  and  concealed  works  and  relevant
information required by the Employer or supervisor.
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If the Employer and (or) supervisor fails to sign off the acceptance record 24 hours after the acceptance, it will be deemed
that the Employer and (or) supervisor has accepted the acceptance record, and the Contractor may conceal or conduct other
subsequent work. If the Employer and (or) supervisor inspects and finds it disqualified, the Contractor shall correct within the
time  limit  specified  by  the  Employer  and  (or)  supervisor,  and  re-notify  the  Employer  and  (or)  supervisor  to  conduct
inspection.

7.6.3 Fail  to  participate  in  the  inspection  timely.  If  the  Employer  and  (or)  supervisor  fail  to  participate  in  the  inspection  of  the
concealed work or intermediate inspection of parts, they shall submit an extension request to the Contractor in writing within
24 hours after they receive the inspection notice, and the extension will not exceed 48 hours. If the Employer fails to request
extension of inspection according to the above period, and fails to participant in the inspection, the Contractor may inspect by
itself, and its inspection record will be deemed accepted by the Employer and supervisor.

If  the  requirement  of  the  Employer  and  (or)  supervisor  for  delay  in  acceptance  causes  the  delay  in  the  critical  path,  the
completion date shall be extended accordingly; the Employer shall be responsible for the loss arising from project suspension
and idleness of labor force caused to the Contractor.

7.6.4 Re-inspection.  The  Employer  and  (or)  supervisor  may  at  any  time  are  entitled  to  request  re-inspection  on  any  accepted
concealed  work.  The  Contractor  shall  remove  the  cover,  server  or  drill  as  requested,  and  will  cover  or  repair  after  the
inspection. If the concealed work is disqualified upon inspection, the cost thus incurred will be borne by the Contractor. The
completion  date  will  not  be  extended.  Upon  the  passing  of  the  inspection,  the  Employer  shall  bear  the  additional  costs
incurred  by  the  Contractor.  For  any  delay  in  the  critical  path  of  the  project,  the  completion  date  shall  be  extended
accordingly.

7.7 Dispute over Construction Quality Result

7.7.1 Any dispute over construction quality result between the parties will be first resolved through negotiation. If the parties fail to
reach  an  agreement  upon  negotiation,  they  may  entrust  a  qualified  project  quality  testing  organization  agreed  by  them  to
conduct detection.

According to the appraisal result  of the testing organization, if  the Contractor is responsible,  the cost  added or completion
date  delayed  will  be  borne  by  the  Contractor;  if  the  Employer  is  responsible,  the  cost  added  thus  will  be  borne  by  the
Employer, and if the critical path to the project is delayed, the completion date will be extended.

7.7.2 If  both  parties  are  responsible  according  to  the  appraisal  result  of  the  testing  organization,  the  cost  will  be  shared  by  the
parties upon negotiation according to their
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respective  liability;  if  any  critical  path  to  the  project  is  thus  caused,  the  parties  will  negotiate  the  extension  time  of  the
completion date. If the parties fail to reach an agreement with respect to the sharing of cost, extension of completion date, the
provisions relating to disputes and resolution in Article 16.3 will be applied.

7.8 Occupational Health, Safety, and Environment Protection

7.8.1 Management of Occupational Health, Safety, and Environment Protection

(1) The parties are obliged to conform to relevant laws relating to health, safety and environment protection.

(2) Management  implementation  plan  for  occupational  health,  safety  and  environment  protection.  The  Contractor  shall
submit the management implementation plan for occupational health, safety and environment protection to the Employer
before commencement of on-site construction or other time agreed. The management and implementing fee for such plan
is  included in  the  contract  price.  The Employer  shall  submit  any advice  within  15 days  after  it  receives  such plan and
confirm such plan.  The Contractor  shall  carry out amendment according to the Employer’s  advice at  its own cost.  The
number  of  copies  and  submission  time  of  the  management  implementation  plan  for  occupational  health,  safety  and
environment protection are agreed in the Special Terms.

(3) During the process when the Contractor implements the management implementation plan for occupational health, safety
and environment protection, if the Employer needs to take any special measure outside of such plan, it will be taken as a
change according to the provisions relating to change and contract price adjustment under Article 13.

(4) The Contractor shall ensure all its employees on the site and all its subcontractor’s employees have sufficient training and
experience, and are capable of the management of occupational health, safety and environment protection.

(5) The  Contractor  shall  comply  with  all  laws  and  regulations  relating  to  on-site  occupational  health,  safety  and
environmental  protection  with  respect  to  implementation  of  this  project  and  use  of  the  construction  facilities,  and
complete relevant formalities according to the provisions.

(6) The Contractor  shall,  for the part  starting construction on the site,  set  up occupational  health protection conditions and
safety  facilities,  adopt  environmental  protection  measures  etc.,  and  provide  conditions  for  the  Employer  to  obtain
construction permit. Where the approval for construction permit is delayed due to the
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Contractor’s  reason,  and thus causes  the expenses  added or  the critical  path to  the project  delayed,  the Contractor  will
bear liability.

(7) The Contractor shall equip with professional engineers or managers who are responsible for managing, supervising and
directing  employees’  occupational  health,  safety  protection  and  environmental  protection.  The  Contractor  shall  be
responsible for the conducts of its subcontractor.

(8) The  Contractor  shall  accept  at  any  time  the  supervision  and  inspection  relating  to  occupational  health,  safety  and
environmental  protection  by  inspectors  of  relevant  administrative  department,  industrial  organization,  the  Employer,
supervisor, and will provide convenience therefor.

7.8.2 Occupational Health Management on Site

(1) The Contractor shall comply with applicable laws relating to occupational health and the contract (including provisions
relating  to  employment,  occupational  health,  safety,  benefit  etc.),  and  be  responsible  for  the  occupational  health  and
protection of is personnel during the construction on the site.

(2) The  Contractor  shall  comply  with  applicable  labor  regulations,  protect  the  lawful  rights  and  interest  of  its  employees,
including  the  right  to  rest,  and  provide  its  employees  on  site  with  the  labor  protection  articles,  protective  appliance,
heatstroke protection articles, necessary accommodation conditions and safe production facilities.

(3) The Contractor  shall  provide  its  construction  employees  with  occupational  health  knowledge training relating  to  work,
disclose completely to such employees the dangerous factors, safety operation rules, take efficient measures, and provide
protective appliance for personal injury according to relevant provisions.

(4) The  Contractor  shall  set  up  signs  and  instructions  on  poisonous  and  hazardous  area.  The  Employer  shall  bear  the
liabilities  and  expenses  for  any  damage  caused  by  the  reason  that  the  Employer  and  its  entrusted  personnel  enter  the
operation area without the permission of the Contractor and without relevant protective equipment.

(5) The Contractor shall carry out prevention inspection over poisonous and hazardous positions, and correct the disqualified
protective facilities, appliance, and set-ups, to eliminate any potential factors endangering occupational health.

(6) The Contractor shall take healthy and anti-epidemic measures, equip with medical staff and emergency facilities, keep the
dietetic hygiene of dining room, keep the healthy environment of its living area and around, and protect the construction
person’s health.
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7.8.3 Safety Management on Site

(1) The Employer  and supervisor  shall  provide  safety  education  on their  personnel  on the site,  provide  necessary  personal
safety articles, and take responsibility for the accidents caused by their personnel. The Employer and supervisor may not
order the Contractor to violate relevant safety regulations relating to safe construction, safe operation and completion test
and (or) after-completion test. Where any personal injury and property damage occur due to the reasons of the Contractor,
supervisor and on-site personnel, the Employer shall bear relevant liabilities and the costs incurred. When the critical path
of the project is delayed, the completion date shall be extended.

If  any  personal  injury  or  property  damage  is  caused  due  to  the  Contractor’s  violation  of  relevant  safety  regulations
relating to  any safe  construction,  safe  operation,  completion test  and (or)  after-completion test,  and critical  path to  the
project is delayed, the Contractor will take responsibility.

(2) The personnel of the parties shall follow the instructions relating to prohibition of passing, including prohibiting entering
working  site  and  the  special  areas  of  temporary  working  site.  If  either  party  fails  to  follow  such  provisions  and  thus
causes any injury, damage or loss, it will bear the responsibility.

(3) The  Contractor  shall  be  responsible  for  the  site  safety  work  according  to  the  provisions  of  the  contract,  including  its
subcontractor’s  site.  The  site  that  has  conditions  will  be  closed.  According  to  the  project  characters,  relevant  safety
technology  measures  shall  be  formulated  in  the  construction  organization  design  documents,  and  special  safety
construction organization design will be prepared with respect to any project part that has high professionalism, including
protect safety, prevent danger and prevent fire etc.

(4) The  Contractor  (including  the  Contractor’s  subcontractor,  supplier  and  transporter)  shall  take  preventive  measures  to
ensure the roads, bridges and underground facilities etc. on the site and accessing to the site from any damage, except as
otherwise agreed in the Special Terms. If the Contractor fails to take any preventive measures and thus cause damage and
(or) delay of completion date, it will take responsibility therefor.

(5) The  Contractor  shall  provide  its  construction  personnel  with  safe  operation  training,  disclose  completely  to  their
personnel safe operation rules, take safe protective measures, set up safety alerting signs and instructions, carry out safety
inspection, and eliminate accidental potentials.

49



(6) When  the  Contractor  works  at  the  area  and  site  of  power  plant,  electrical  lines,  underground  pipes,  sealed  shockproof
workshop, high temperature high pressure, explosive or inflammable area and site, and adjacent to street and traffic road,
it shall take protective measures for any damage that may cause to the construction site and adjacent building, structure
and the special  working environment.  Before starting construction,  the Contractor must submit the protective measures
plan to the Employer and (or) supervisor, and will implement such plan upon approval. The recognition of the Employer
and (or) supervisor will not mitigate or exempt the Contractor’s liability.

(7) When the Contractor carries out blasting, radioactive, electrifying, poisonous and explosive and inflammable, poisonous
and corrosive work (including transportation, storage and keeping), it shall give written notice to the Employer and (or)
supervisor 10 days before construction, and submit corresponding safety protective measures plan, and implement such
plan  after  approval.  The  recognition  of  the  Employer  and  (or)  supervisor  will  not  mitigate  or  exempt  the  Contractor’s
liability.

(8) Inspection of safety protection. Before starting work, the Contractor shall notify the representative of the Employer and
(or) supervisor to inspect the safety protective measures plan submitted by it, and the setup of safety measures around the
site,  safety channels,  safety appliances and fire-protection appliances, and the hidden danger that may be caused to the
environment,  and  will  correct  at  its  own  cost  according  to  the  correction  advice  raised  by  the  Employer  and  (or)
supervisor. The inspection and advice of the Employer and (or) supervisor will not mitigate or exempt the Contractor’s
contractual liability.

7.8.4 On-Site Management of Environmental Protection

(1) During  the  construction  on  the  site,  the  Contractor  will  be  responsible  to  protect  the  building,  structure,  historical  and
cultural  relics,  ancient  trees,  precious  trees,  underground  pipes,  cables,  facilities  and  underground  relics,  fossils  and
tombs.  If  any damage,  loss or compensation is increased and (or)  the completion date is delayed due to the Contractor
fails  to  send  notice  to  the  Employer  and  fail  to  obtain  further  direction  from  the  Employer,  the  Contractor  will  bear
corresponding liability.

(2) The  Contractor  shall  take  measures,  and  be  responsible  to  control  and  (or)  dispose  of  the  pollution  and  damage  to
environment by dust,  waste gas, waste water,  solid waste and noise, and will be responsible for any increased damage,
compensation and penalty and (or) delayed completion date arising therefrom.
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(3) The  Contractor  will  timely  or  periodically  transport  the  remnant  or  waste  on  the  construction  site  to  the  location
designated by the Employer or the local administrative departments, to avoid pollution to the environment around or to
the  work.  The  Contractor  will  be  responsible  for  any  penalty  imposed  by  the  local  administrative  departments  and
compensation increased due to its failure to comply with the foregoing provisions.

7.8.5 Accident Handling

(1) When the personnel of the Contractor (including its subcontractor) dies or is damaged during operation process on site,
the  Contractor  shall  immediately  take  care  measures,  and  immediately  report  to  the  Employer  and  (or)  rescue
organization, and the Employer is obligated to provide necessary conditions for such rescue. The Contractor shall protect
the site and take measure to prevent the expansion of the accident.

(2) The Contractor shall immediately report the significant injury, significant property and environmental damage and other
safety accident to relevant department, and immediately notify the Employer’s representative and supervisor. Meanwhile,
the requirements of relevant governmental department will be followed.

(3) Any dispute over accident  liability between the parties shall  be resolved in accordance with the dispute and arbitration
procedure agreed in Article 16.3.

(4) If  the  construction  project  causes  personal  injury  or  property  damage  during  the  reasonable  use  period  or  equipment
warranty period due to the Contractor’s reason, the Contractor will bear liability for damages.

(5) If any employee suffers food poisoning and occupational healthy accidents due to the Contractor’s reason, the Contractor
will take relevant responsibility.

8. Completion Tests

This Contract includes the completion tests which shall be conducted as follows.

8.1 Obligations of the Completion Tests

8.1.1 The Contractor’s Obligations

(1) Before the commencement of the completion tests of a single work and (or) the project, the Contractor shall complete the
construction (excluding the working position left for the completion tests and after completion and defect remedy and a
little  ending  works  which  will  not  affect  the  completion  tests)  for  the  single  works  and  (or)  the  project  and  shall  also
complete the inspection, test, detection and experiment on the construction parts under the Contract.
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(2) Before the completion tests, the Contractor shall submit to the Employer the related quality check data and as-built data
according to Article 7.6 Covered Works and Intermediate Acceptance Position.

(3) According  to  Article  10  Post-Completion  Test,  if  the  Contractor  shall  instruct  the  Employer  to  carry  out  the  post-
completion tests, the Contractor shall compete the maintenance personnel training stated in Article 5.4, and shall submit
the operation and maintenance manual in Article 5.2.4 before the completion tests.

(4) The  Contractor  shall  submit  the  testing  program to  the  Employer  at  least  20  days  prior  to  the  date  when  the  works  is
ready  for  the  completion  tests.  The  Employer  shall  respond  to  the  program  with  its  opinion  and  suggestion  within  10
days.  Then the  Contractor  shall  revise  at  its  own cost  the  program according  to  the  Employer’s  reasonable  advice  and
comments. The program confirmed by the Employer shall become an appendix to the contract, and shall be carried out by
the  Contractor.  The  Employer's  confirmation  will  not  relieve  or  exempt  the  Contractor’s  contractual  obligations.  The
completion test program shall cover:    

1） the basis and principle for preparing the testing program;
2） organization structure and post appointment;
3） testing procedure and testing conditions for single works completion tests;
4） testing procedure and testing conditions for one piece, monomer, and linkage tests;
5） the types and performance standard of equipment, materials, and components for the tests and the format of the tests

and acceptance;
6） quality and consumption requirement for water, electricity, and power and etc.;
7） safety procedure, safety measures and protection facilities;
8） progress plan, measures, labor and machinery arrangement for the completion tests
9） Others.

The number of copies to be submitted and the time of the submission of the completion test program shall be stated in the
Special Terms.

(5) The completion tests for the Contractor shall include the completion tests for project materials provided by the Contractor
in accordance with Article 6.1.2 and completion tests conducted the Contractor for project materials with the entrustment
of the Employer under Article 8.1.2 (3).
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(6) The Contractor shall complete the completion tests in accordance with the testing conditions,  testing procedure and the
standards, specification and data according to Article 5.2.3 (3).

8.1.2 Employer’s Obligations

(1) The Employer shall supply electricity, water, and power and consumption materials supplied by the Employer and so on
according to the testing program confirmed by the Employer. All those supplied shall satisfy the need of the completion
tests for quality, time, and consumption quantity.

(2) When the consumables  and spare parts  for  completed tests  to be provided by the Contractor  based on the Contract  are
exhausted  or  insufficient,  the  Employer  is  obliged  to  supply  the  stock  consumption  materials  and  spare  parts  for  the
completion  tests.  For  damage  caused  by  the  Contractor  or  insufficient  consumables  and  spare  parts  provided  by  the
Contractor, the Employer may deduct the corresponding costs from the contract price; for those reasonably consumed or
damaged by the Employer, the Employer shall supply them free of charge.

(3) The contract price includes the service charge for the completion tests to be done by Contractor for the project materials
supplied by Employer under Article 6.1.1. The entrustment of the Employer to the Contractor for completion tests during
the  performance  herein  shall  be  handled  as  a  change  in  accordance  with  Article  13  Modification  and  Contract  Price
Adjustment.

(4) The Contractor shall  conduct completion tests entrusted by the Employer for project materials in accordance with Item
(3) of this Paragraph based on the testing conditions and testing procedure provided by Employer. The testing result shall
conform to the standards, specification, and data under Article 5.2.3 (3),  and the Employer shall  be responsible for the
testing result of the part.

8.1.3 Leader’s Organization of Completion Tests. The leader’s organization is in charge of leading, organizing, and coordinating
the  tests.  The  Contractor  shall  supply  the  labor  and  equipment,  and  complete  the  tests.  The  Employer  shall  organize,
coordinate, and furnish the related conditions of the testing program and check and accept the completion tests.

8.2 Acceptance Check of the Completion Tests

8.2.1 The Contractor shall carry out acceptance check in accordance with the standards, specification, and data under Article 5.2.3
(3) and completion test program under subparagraph 5) of Article 8.1.1 (4).
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8.2.2 The  Contractor  shall  check  the  conditions  supplied  by  the  parties  before  the  completion  tests  according  to  Article  8.1.1.
Where the conditions are met, the personnel of the parties shall sign for confirmation. The Employer shall be liable for any
suffered by the Contractor from idleness of labor force due to delay of completion test conditions provided by the Employer.
Where the completion test  schedule delays,  the completion date shall  be postponed correspondingly;  where the Contractor
fails to fulfill the conditions for completion tests and causes any delay of the progress of the completion tests, it shall, at its
own expense, catch up with the schedule according to Article 4.1.2.

8.2.3 The Contractor shall, at least 36 hours prior to the start of each test, send notice to the Employer and (or) supervisor about the
name, content, place, and acceptance time of the test. The Employer and (or) supervisor shall, within 24 hours after receiving
the notice, reply the Contractor in written form. The parties shall sign the test data sheet and the acceptance form after the test
is passed.

The failure of the Employer and (or) supervisor to sign the test data sheet and acceptance form within 24 hours after the test
is passed shall be deemed that they have accepted the test. The Contractor may cover the works and do the following work.

If the test is not passed, the Contractor shall make correction within the time required by the Employer and (or) supervisor
and notify the Employer and (or) supervisor for re-acceptance.

8.2.4 If  the  Employer  and  (or)  supervisor  fails  to  attend  the  test  and  acceptance,  they  shall,  within  24  hours  after  receiving  the
notice, they shall advise the Contractor in writing to delay the test but the delayed period shall not exceed 24 hours. If the
Employer  and  (or)  supervisor  fails  to  attend  the  test  without  advising  the  delayed  test  within  the  previous  time  limit,  the
Contractor may carry out the test by itself and the test result shall be deemed to have been accepted by Employer and (or)
supervisor.

8.2.5 No matter whether the Employer and (or) supervisor attends the completion test and acceptance, the Employer is entitled to
order a retest. When the retest is not passed due the reasons of the Contractor, the Contractor shall bear the additional cost
and  the  completion  time  shall  not  be  extended  if  the  completion  test  progress  delays  thereupon;  If  the  re-test  passes,  the
additional cost of the Contractor and / or the extension of the completion date shall be processed as a change in accordance
with the provisions of changes and the contract price adjustment under Article 13.

8.2.6 Agreement of the Date for Acceptance of Completion Tests

(1) Date  and  Time for  acceptance  of  a  certain  completion  test:  the  date  and  time  of  passing  such  completion  test  shall  be
taken as the date and time of acceptance of such completion test;
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(2) Date and Time for acceptance of the completion test of a single work: the date and time of passing the last completion
test therein shall be taken as the date and time of acceptance of the completion test of such single work;

(3) Date and Time for acceptance of the completion test of the project: the date and time of passing the completion test of the
last single work shall be taken as the date and time of acceptance of the completion test of the overall project.

8.3 Safety and Check of Completion Tests

8.3.1 The Contractor shall establish a safe operation proposal including safety procedure, safety system, fire prevention measures,
accident  report  system and  accident  handling  program for  electric  shock  hazard,  flammable  and  combustible  hazard,  high
temperature  and  pressure,  pressure  test  and  operation  of  mechanical  equipment  etc.  in  accordance  with  Article  7.8
Occupational  Health,  Safety,  and  Environment  Protection  and  in  combination  of  the  characteristics  of  electricity  supply,
water supply, supply of natural gas, pressure test, leakage check, purge and rotation etc. It shall also submit the proposal to
the  Employer  for  confirmation.  The  Contractor  shall  correct  the  proposal  at  its  own  cost  according  to  the  Employer’s
reasonable  suggestion,  advice and requirements  and shall  execute  it  after  approval  by the Employer.  The Employer’s  such
approval shall not release the Contractor’s contractual obligations. The expenditure incurred by the Contractor for supplying
the safety protection measures and tools has been included in the contract price.

8.3.2 The  Contractor  shall  train  its  employees  for  safety  operation  of  the  completion  tests  and  shall  make  them clear  about  the
safety operation procedure, site environment, operation system, emergency treatment and etc. of the completion tests.

8.3.3 The  Employer  and  (or)  supervisor  shall  educate  their  managerial  personnel  and  operation  and  maintenance  personnel  for
safety operation of the completion tests in accordance with the safety regulation, safety system, safety measures, and etc. of
the  confirmed  safety  program  of  the  completion  tests,  and  shall  supply  the  protection  facilities  for  their  supervising  and
checking personnel at its own cost.

8.3.4 The Employer and (or) supervisor is entitled to supervise and check the Contractor’s work listed in the safety program of the
completion tests and to order the Contractor to correct the faults found, and the Contractor shall correct it according to the
order  and  the  additional  cost  incurred  shall  be  borne  by  the  Contractor.  Where  the  completion  tests  delay  therefore,  the
Contractor shall catch up with the schedule at its own cost according to Article 4.1.2.

8.3.5 In accordance with the decisions made by the leading organ of completion tests under Article 8.1.3, the parties shall closely
cooperate with each other to carry out
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organization, execution, and coordination of the completion tests and prevent any personal injury and accident.

The Employer shall bear the costs and compensation for any accident caused by the Employer. The completion tests delayed
therefore shall entitle the Contractor to a corresponding extension of time for completion.

The Contractor shall bear the costs and compensation for the accidents caused by the Contractor. Where the completion tests
delay therefore, the Contractor shall catch up with the schedule at its own cost according to Article 4.1.2.

8.4 Delayed Completion Tests

8.4.1 The  Contractor  shall  catch  up  with  at  its  own  cost  the  progress  plan  for  the  completion  tests  delayed  by  the  Contractor
according to Article 4.1.2.

8.4.2 The Contractor shall bear the delay damages according to Article 4.5 Delay Damages if the completion time of the project
agreed herein delays due to the completion tests delayed by the Contractor.

8.4.3 Where the Contractor fails to carry out a certain completion test according to the test schedule decided by the leading organ
of completion tests without reasonable reason, and also fails to carry out the test within 10 days after receiving the notice sent
by  the  leading  organ,  the  Contractor  shall  bear  the  delay  damages  if  it  causes  delay  of  the  completion  time.  Also,  the
Employer is entitled to organize the completion test. The cost arising therefrom shall be borne by the Contractor.

8.4.4 Where the Employer fails to perform its obligations under Article 8.1.2 and causes delay of the Contractor’s completion tests,
the Employer shall bear the reasonable expenses therefore incurred by the Contractor. Where the completion test schedule is
delayed, the completion date shall be postponed accordingly.

8.5 Retest and Acceptance

8.5.1 If the Contractor fails to pass the related completion test, the test shall be repeated according to (6) of Article 8.1.1 and shall
be checked and accepted according to Article 8.2.

8.5.2 No matter whether the Employer and (or) supervisor attends the completion tests and acceptance, the Employer is entitled to
inform the Contractor  to repeat  the completion test  the Contractor  has not  passed according to (6) of  Article  8.1.1 and the
works shall also be checked and accepted according to Article 8.2.

8.6 Failure to Pass Completion Tests
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8.6.1 If the failure to pass the completion test is due to the following reasons by the Employer, the cost incurred by the Contractor
for  carrying  out  the  test  shall  be  borne  by  the  Employer  and  the  time  for  completion  shall  be  extended  for  the  period  by
which the completion test is delayed:

(1) The Employer fails to supply the testing conditions such as electricity, water, and power according to the technical data in
the confirmed testing program, which has resulted in the failure to pass the test;

(2) The Employer  instructs  the Contractor  to carry out  the completion test  according to the Employer’s  testing conditions,
testing procedure, and testing method, resulting in the failure to pass the test;

(3) The Employer disturbs the completion test carried out by the Contractor, resulting in the failure to pass the test;

(4) Other Employer’s responsibilities resulting in the failure to pass the test.

8.6.2 If  the  failure  to  pass  the  test  is  due  to  the  Contractor’s  responsibility,  the  test  may  be  redone  for  at  most  twice.  If  the
acceptance standards are still not reached after the two redone tests, related costs, completion date and related matters shall
be handled as follows.

(1) If the failure to pass the test does not substantially affect the works operation and usage, the Contractor may repair it by
itself. If it cannot be repaired, the Employer is entitled to deduct the corresponding contract price for the failure and then
the test is deemed to be passed;

(2) If the failure to pass the completion test does not substantially affect the operation and use of a single work, the Employer
may deduct the contract price of such work accordingly, and the test is deemed passed; if the completion date is delayed,
the Contractor shall be liable for delay damages.

(3) If  the  failure  to  pass  the  test  does  substantially  affect  the  operation  and  use  of  the  works,  the  Employer  is  entitled  to
require the Contractor to replace the related part and carry out a further completion test. The additional cost incurred by
the Employer shall be borne by the Contractor. The Contractor shall also bear the delay damages for the delayed time for
completion;

(4) If  the  failure  to  pass  the  test  makes  any  main  part  of  the  single  works  lose  the  function  of  production  and  use,  the
Employer  is  entitled  to  require  the  Contractor  to  replace  the  related  part.  The  Contractor  shall  bear  the  additional  cost
incurred therefore; if the completion time delays, the Contractor shall bear delay damages. The Contractor shall bear the
additional cost incurred therefore to the Employer;
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(5) If the failure to pass the test makes the whole project lose the production and (or) use function, the Employer is entitled to
require the Contractor to redesign and replace the related part. The Contractor shall bear the additional cost (including the
cost  of  the  Employer)  therefore  incurred;  if  the  completion  date  delays,  the  Contractor  shall  bear  delay  damages.  The
Employer  is  entitled  to  claim  against  the  Contractor  for  damages  according  to  the  compensation  agreement  of  the
Employer under Article 16.2.1 or terminate the Contract according to Article 18.1.2 (7).

8.7 Dispute on Results of Completion Tests

8.7.1 Resolution  through  negotiation:  any  dispute  of  the  parties  on  any  completion  test  result  shall  first  be  settled  through
negotiation.

8.7.2 Authentication entrustment: Where the parties fail to resolve the dispute after negotiation, they may jointly entrust a qualified
authentication agency for authentication. After authentication, the dispute shall be settled according to the following:

(1) if  the  Contractor  is  responsible,  the  Contractor  shall  bear  the  authentication  fee  and  the  additional  reasonable  cost
therefore incurred by the Employer and the time for completion shall not be extended;

(2) if the Employer is responsible, the Employer shall bear the authentication fee and the additional reasonable cost therefore
incurred by the Contractor and the time for completion shall be extended accordingly;

(3) If the parties are responsible, the fee shall be shared by the parties accordingly with the proportion of the responsibility of
each party. They shall also negotiate the extension of the completion date according to the delay of the completion test
schedule.

8.7.3 If the parties have any dispute on the authentication result given by the authentication agency, the dispute shall be resolved in
accordance with the provisions of disputes and rulings under Article 16.3.

9. Take-Over of the Project

9.1 Take-Over of the Project

9.1.1 Take-over of single works and (or) the project. According to specific circumstances and characteristics, take-over of single
works and (or) the project shall be agreed in the Special Terms.

(1) In accordance with the agreement of post-completion tests under Article 10, if the Contractor shall instruct the Employer
to    carry out post-completion tests for single
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works and (or) the project and shall be responsible for assessment of commissioning. The sequence and time arrangement
for taking over single works or the time arrangement for taking over the project shall be agreed in the Special Terms.

If  the  Employer  is  responsible  for  post-completion  tests  for  single  works  and  (or)  the  project  and  assessment  of
commissioning, the date for taking over the project or the sequence and time arrangement for taking over single works
shall be agreed in the Special Terms.

(2) For single works and (or) the project without completion tests and post-completion tests, the Contractor shall complete
the  outstanding  work  and  defect  remedying  work  and  make  the  works  conform  to  the  contract  requirement  and
acceptance standards, and then do the hand-over and acceptance work in accordance with the contract.

9.1.2 Data submitted by the Contractor for take-over of the project: besides the data already submitted under Article 8.1.1 (1) to
Article 8.1.1 (3), the Special Terms shall state the type, content, and number of copies and submission time of the acceptance
data completed by completion tests.

9.2 Take-Over Certificate

9.2.1 The Contractor shall submit to the Employer an application for the take-over certificate within 10 days after single works and
(or) the project become ready for acceptance. The Employer shall organize the acceptance within 10 days after receiving the
application and issue the take-over certificate for the project and (or) single works.

The date of taking over single works shall be the date stated in Article 8.2.6 (2).

The date of taking over the project shall be the date stated in Article 8.2.6 (3).

9.2.2 Outstanding work and defect remedying work: for the works and (or) single works, the outstanding work and defects which
will not substantially affect the use of the works shall not be the reason for the Employer to reject the works. The reasonable
time limit agreed upon by the Employer and Contractor for completion of such outstanding work and remedying of the defect
can be an appendix to the take-over certificate.

9.3 Responsibilities after Taking Over the Project

9.3.1 Security responsibility: the Employer shall be responsible for the security of the works after single works and (or) the project
is taken over.

9.3.2 Custody responsibility: the Employer shall be responsible for the custody of single works and (or) the project after they are
taken over, and for maintenance and repair
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thereof except for the part  and area where the defect remedying work and minor outstanding work to be completed by the
Contractor.

9.3.3 Insuring  responsibility.  If  the  Contractor  is  the  insuring  party  for  the  construction  period  under  the  Contract,  it  shall  be
responsible  for  insuring the project  and retain the insurance valid until  the date of the Employer’s  take-over  of the project
according to Article 9.2.1. The Employer shall be the insuring party thereafter.

9.4 Failure to Take Over the Project

9.4.1 Failure to take over the project.  If the Employer fails to organize take-over within 15 days after receiving the Contractor’s
application for take-over certificate for single works and (or) the project, the application shall be deemed to be accepted by
the  Employer.  The  Employer  shall  undertake  related  responsibilities  under  Article  9.3  after  the  16 th day  of  receiving  the
previous application.

9.4.2 Failure to take over the project as agreed. If the Contractor fails to submit an application for take-over certificate for single
works and (or) the project or fails to meet take-over conditions for single works or the project,  the Employer is entitled to
refuse to take over single works and (or) the project.

If  the  Employer  fails  to  observe  this  Article  and  use  or  force  to  take  over  single  works  and  (or)  the  project,  it  shall  bear
related responsibilities under Article 9.3 and liabilities for any loss, damage, harm and (or) compensation as a result of use or
operation of the single works and (or) the project used or forced to be taken over.

10. Post-Completion Test

Where the project hereunder includes post-completion tests, the parties shall conform to the following provisions.

10.1Rights and Obligations

10.1.1 Rights and Obligations of the Employer

(1) The Employer is entitled to review and approve the proposal of post-completion tests prepared by it with the assistance of
the  Contractor  under  Article  10.1.2  (2).  The  approval  by  the  Employer  shall  not  release  the  Contractor’s  contractual
obligations.

(2) The  Employer  shall  organize  a  joint  coordination  and  leading  organ  for  post-completion  tests.  The  organ  shall  be
organized and led by the Employer and guided by the Contractor, in order to divide work, organize preparation work for
post-completion  tests,  and  complete  the  post-completion  tests  and  commissioning  assessment  in  accordance  with  the
approved proposal for post-completion tests.
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The  setting  proposal  and  divisions  and  duties  of  the  joint  coordination  and  leading  organ  shall  become  a  part  of  the
contract.

(3) The Employer is entitled to accept or reject by notification the advice suggested by the Contractor according to Article
10.1.2  (4).  In  case  the  above  advice  is  not  accepted  by  the  Employer,  the  Contractor  shall  still  act  according  to  the
organization  and  arrangement  under  Item  (2)  of  this  Paragraph.  The  Employer  shall  be  responsible  for  any  accident,
personal injury or damage arising from the Contractor’s implementation of the Employer’s arrangement.

(4) The  organization,  arrangement,  order,  and  notice  sent  by  the  Employer  to  the  Contractor  during  the  period  of  post-
completion tests shall be in writing and sent to the project manager of the Contractor. The project manager shall sign on
the receipt with receiving date, time and signature.

(5) The  Employer  is  entitled  to  give  oral  instruction  to  the  Contractor  in  emergency  and  the  Contractor  shall  carry  it  out
immediately. If the Contractor fails to do so, it shall be responsible for any accident, personal injury, and damage to the
works arising therefrom. The Employer shall send the instruction in written form to the project manager of the Contractor
within 12 hours after the oral instruction is given.

(6) Other  obligations  and  work  of  the  Employer  during  the  period  of  post-completion  tests  shall  be  agreed  in  the  Special
Terms.

10.1.2 Obligations and Responsibilities of the Contractor

(1) The  Contractor  shall  send  the  personnel  with  relevant  qualification  and  experience  to  guide  the  post-completion  tests
under the arrangement of the above-mentioned joint coordination and leading organ for post-completion tests formed by
the Employer. The driving manager and instructors sent by the Contractor shall not leave the site without prior approval
of the Employer during the period of post-completion tests.

(2) The Contractor shall assist the Employer in preparing a program for post-completion tests according to the contract and
characteristics of post-completion tests and completing the preparation before post-completion tests. The program shall
include operation and testing procedure, resource conditions, testing conditions, operation instruction, safety instruction,
accident  treatment  procedure  and  progress  schedule  etc.  for  the  project,  single  works  and  their  relevant  parts.  The
program shall be implemented after it is reviewed and approved by the Employer. The number of copies and time of the
program for post-completion tests shall be agreed in the Special Terms.
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(3) Where  the  Contractor  fails  to  execute  the  Employer’s  arrangement,  instruction,  and  notice,  the  Employer  shall  be
responsible for any accident, personal injury, and damage to the project thereupon caused.

(4) The  Contractor  is  obliged  to  give  advice  for  the  Employer’s  arrangement,  instruction,  and  notice  and  state  reasons
therefore.

(5) The  Contractor  shall  carry  out  immediately  operation,  work  and  task  according  to  the  Employer’s  oral  instruction  in
emergency. The Contractor shall make notes of such instruction and the implementation thereof. The Employer shall send
the instruction in written form to the Contractor within 12 hours after the oral instruction is given.

If the Employer fails to deliver the written instruction mentioned above within 12 hours to the Contractor, the Contractor
and its  project  manager  is  entitled  to send a written form of  the oral  instruction to the Employer  within 24 hours  after
receiving the oral instruction, the Employer shall sign the receipt and also indicate thereon the date and time of receiving
the written form of oral instruction. The receipt is deemed confirmed by the Employer if the Employer fails to sign the
receipt within 24 hours.

The Employer shall bear the responsibility for any accident, personal injury, damage to the project and increase of costs
due to the Contractor’s execution of its oral instructions. However, the Contractor shall be responsible for any accident,
personal injury, damage to the project and increase of costs due to its wrong execution of the above oral instructions.

(6) Liabilities  of  defects  in  the  operation  and  maintenance  manual.  The  Contractor  shall  be  responsible  for  any  accident,
personal injury and damage to the project caused by the defects of the operation and maintenance manual furnished by
the Contractor. Where the operating instructions provided by the Employer (including its patentee) have any defect and
cause  defects  in  the  Contractor's  operation  manual,  Therefore,  the  Employer  shall  be  liable  for  any  accident,  personal
injury, damage to the Project, and increase of the Contractor’s costs arising therefrom.

(7) Other obligations and work of the Contractor during the period of post-completion tests according to the contract and (or)
relevant industry shall be agreed in the Special Terms.

10.2Procedure of Post-Completion Tests

10.2.1 The Employer shall supply all electricity, water, fuel, power, auxiliary materials, consumables, and other testing conditions
as required by the program for post-

62



completion  tests  approved  by  the  joint  coordination  and  leading  organ,  and  shall  organize  and  arrange  its  management
personnel, operation and maintenance personnel and other preparation work.

10.2.2 The  Contractor  shall  supply  other  temporary  auxiliary  equipment,  facilities,  tools,  and  appliance  necessary  for  post-
completion tests according to the program for post-completion tests and shall complete other preparation work required.

10.2.3 The Employer shall organize post-completion tests according to the approved program for post-completion tests and testing
procedure and testing conditions of any part within the single works, the single works, between the single works, and (or) the
project.

10.2.4 The  joint  coordination  and  leading  organ  shall  organize  the  overall  check  and  implement  resource  conditions,  testing
conditions,  and  safety  facility  conditions,  fire  prevention  facility  conditions,  conditions  of  emergency  accident  treatment
facility and (or) relevant measures required for the project, single works and any part of the project, and shall ensure that the
recording apparatus and dedicated record forms are complete and sufficient.

10.2.5 Notification of the date of post-completion tests. Unless otherwise stated in the Special Terms, the Employer shall notify the
Contractor of the date of commencing the post-completion tests within 15 days after the date of taking over single works and
(or) the project.

Where the Employer fails to carry out post-completion tests within 20 days after taking over single works and (or) the project
or  the  date  specified  in  the  Special  Terms,  the  Employer  shall,  from  the  21st  day  or  from  the  2 nd day  after  the
commencement date specified in the Special Terms, be liable for the costs regarding idleness of labor force caused thereupon
to the Contractor, including labor costs, idle costs and management fees of temporary auxiliary equipment and facilities, and
its reasonable profits.

10.3Post-Completion Tests and Commissioning Assessment

10.3.1 The  test  shall  be  carried  out  in  accordance  with  the  testing  procedure,  testing  conditions  and  operation  procedure  of  the
approved program for post-completion tests to reach the production function and (or) operation function of the project and
(or) single works as required by the contract.

10.3.2 During the test, the operation personnel of the Employer and the instructors of the Contractor on the same post shall fill in the
data, conditions, circumstances, time, name and other agreed content on the testing conditions record, testing record and the
forms.

10.3.3 Commissioning Assessment
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(1) According to  Article  5.1.1,  if  the  Contractor  provides  the  production technique or  architectural  design scheme,  it  shall
guarantee  that  the  project  achieve  the  assessment  guarantee  value  or  operation  function  stated  in  Article  5.1.1  of  the
Special Terms during the period of commissioning assessment.

(2) According  to  Article  5.1.2,  if  the  Employer  provides  the  production  technique  or  architectural  design  scheme,  the
Contractor  shall  guarantee  that  the  parts  of  the  project  undertaken  by  it  reach  the  assessment  guarantee  value  and  (or)
operation function as stated in Article 5.1.2 during the period of commissioning assessment.

(3) The parties shall agree on the period of commissioning assessment in the Special Terms according to the regulations for
the period of commissioning assessment of relevant industry.

(4) After  the  commissioning  assessment  or  operation  function  assessment  is  passed,  the  parties  shall  jointly  sort  out  the
results  of  post-completion  tests  and  commissioning  assessment  and  prepare  an  evaluation  report.  The  report  shall  be
made in duplicate and with each party holding one after signed and stamped by the parties,  as a constituent part of the
contract. The Employer shall issue the assessment and acceptance certificate under Article 10.7.

10.3.4 Ownership of product and (or) service revenue. Any product revenue and (or) service revenue of single works and (or) the
project during the period of post-completion tests and commissioning assessment shall belong to the Employer.

10.4Delay of Post-Completion Tests

10.4.1 According to the notification of the date of post-completion tests set forth in Article 10.2.5, if the Employer fails to start post-
completion  tests  within  90  days  after  the  notice  of  post-completion  tests  is  issued,  irrelevant  to  the  Contractor,  post-
completion tests and commissioning assessment for the project and (or) single works shall be deemed to be passed, except as
otherwise provided in the Special Terms

10.4.2 If post-completion tests delay due to the Contractor’s reason, the Contractor shall take measures to organize and coordinate
with the Employer to start and pass the post-completion tests as early as possible. If the Employer incurs additional cost for
the delay, it is entitled to claim against the Contractor for compensation under Article 16.2.1.

10.4.3 According to the provisions of the period of commissioning assessment set forth in Article 10.3.3 (3), if the commissioning is
stopped  or  suspended  due  to  the  Employer’s  reason  during  the  period  of  commissioning  assessment,  and  the  accumulated
number of days of the stop or suspension exceeds the period of the commissioning assessment stated in the Special Terms
under Article 10.3.3 (3), the commissioning assessment
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shall  resume  within  60  days  after  the  stop  or  suspension.  After  such  time  limit,  the  commissioning  assessment  for  single
works and (or) the project shall be deemed to be passed.

10.5Retest after Completion

10.5.1 As per Article 5.1.1 or Article 5.1.2 and the Special Terms, if any part of the project or single works fails to pass any post-
completion test due to the Contractor’s reason, the Contractor shall repair the defect at its own cost. Also, the Employer shall
re-organize such post-completion test according to the testing procedure and testing conditions stated in Article 10.2.3.

10.5.2 If the Contractor still fails to pass the retest according to Article 10.5.1, it shall continue to repair the defect at its own cost.
The Employer shall re-organize such post-completion test according to the testing procedure and testing conditions stated in
Article 10.2.3.

10.5.3 If the any retest after completion causes the Employer to incur additional cost, the Employer is entitled to claim against the
Contractor for compensation as per Article 16.2.1.

10.6Failure to Pass the Assessment

If the project and (or) single works fail to pass the assessment due to the Contractor’s reason but still have the production and
operation functions, the following provisions shall apply:

(1) Compensation for failure to pass commissioning assessment

1) The  production  technique  or  architecture  design  scheme  supplied  by  the  Contractor  fails  to  pass  the  commissioning
assessment

Where the production technique or architecture design scheme supplied by the Contractor fails to pass the commissioning
assessment,  the  Contractor  shall  be  deemed  to  have  passed  the  commissioning  assessment  after  it  pays  corresponding
compensation to the Employer according to the commissioning assessment guarantee value of the project and (or) single
works set forth in the Special Terms under Article 5.1.1 and (or) the instruction book of operation functions, and base on
the  compensation  amount  for  failure  to  pass  the  commissioning  assessment  under  the  Special  Terms  or  the  amount
calculated through the compensation calculation formula.

2) The  production  technique  or  architecture  design  scheme  supplied  by  the  Employer  fails  to  pass  the  commissioning
assessment

Where the production technique or architecture design scheme supplied by the Employer fails to pass the commissioning
assessment, the Contractor shall be
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deemed  to  have  passed  the  commissioning  assessment  after  it  pays  corresponding  compensation  to  the  Employer
according to the liabilities that shall be borne by the Contractor during the commissioning assessment of the project and
(or) single works set forth in the Special Terms under Article 5.1.1, and base on the compensation amount for relevant
liabilities under the Special Terms or the amount calculated through the compensation calculation formula.

(2) Where  the  Contractor  proposes  to  investigate,  adjust  and  correct  the  project  and  (or)  single  works  which  fail  to  pass  the
commissioning assessment  at  its  own cost,  the parties  shall  negotiate  and agree on an appropriate  period for investigation,
adjustment  and  test.  The  Employer  shall  provide  corresponding  convenience.  The  Employer  may  not  claim compensation
according to Article 10.6 (1) before the commissioning assessment is passed.

(3) Where the Employer accepts item (2) of this Article,  but fails to provide convenience for the Contractor during the agreed
time limit,  which cause the  Contractor  unable  to  complete  its  investigation,  adjustment  and correction,  the  commissioning
assessment shall be deemed to have passed.

10.7Acceptance Certificate for Post-Completion Tests and Commissioning Assessment

10.7.1 Issuance of the acceptance certificate for post-completion tests and commissioning assessment for the project and (or) single
works shall be agreed in the Special Terms.

10.7.2 The Employer shall be issued with the acceptance certificate for post-completion tests and commissioning assessment as per
Article  10.7.1  after  it  passes  or  it  is  deemed  to  have  passed  post-completion  tests  and  (or)  commissioning  assessment  in
accordance with Article 10.3, Article 10.4, Article 10.5.1, Article 10.5.2 and Article 10.6. The date and time of passing the
commissioning  assessment  indicated  on  the  certificate  shall  be  the  same  date  and  time  on  which  the  commissioning
assessment is actually completed and passed or deemed passed.

10.8Loss of Production Value and Operation Value

Where the project and (or) single works fail to pass post-completion tests and the entire project losses its production or operation
value due to the Contractor’s reason, the Employer is entitled to claim compensation against non-performance of contract and
forfeit the performance bond. However, the Employer shall not include the consequential contract loss beyond this Contract into
the claim for compensation against non-performance of contract.

Consequential contract loss refers to the losses regarding marketing contracts, market forecast profit, loan interest of production
working capital funds, and supplying contracts
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of  raw materials,  auxiliary  materials,  power,  water,  fuel  supply and transportation contracts  entered into  beyond the period of
post-completion tests and commissioning assessment, unless otherwise stated in applicable laws.

11. Liability for Quality Warranty

11.1Certificate for Quality Warranty Liability

11.1.1 Certificate for Quality Warranty Liability

Signing a quality warranty liability certificate as per the relevant laws and regulations is one of the conditions to inspect and
accept  the works.  The quality  warranty  liability  certificate  shall  be signed in accordance with the warranty  content,  scope,
time  limit,  and  liability  under  the  relevant  laws  and  regulations,  which  shall  be  an  appendix  to  the  Contract.  The  date  of
starting the warranty liability shall be same as the date of taking over the single works or/and works indicated on the taking
over certificate under Article 9.2.1, and also be the starting date of the defect liability period.

11.1.2 Fail to Provide the Certificate for Quality Warranty Liability.

If  the  Contractor  fails  to  submit  the  quality  warranty  liability  certificate  and  fails  to  sign  with  the  Employer  the  quality
warranty  liability  certificate  without  justified  reasons,  the  Employer  is  not  required  to  settle  the  final  account  with  the
Contractor and is not required to pay the corresponding interest for the outstanding final account,  notwithstanding that the
Contract provides for interest of deferred payment.

If the Contractor submits the quality warranty liability certificate, and request to sign the certificate with the Employer, and
provides  for  the payment  of  interest  of  deferred  payment,  but  the certificate  is  not  signed timely due to  the Employer,  the
Employer shall be responsible for the interest of deferred payment of the completion settlement amount from the 11 th day of
receiving the certificate.

11.2Warranty Money for Defect Liability

11.2.1 Amount of Warranty Money for Defect Liability

The amount of warranty money for defect liability is specified in the Special Terms.

11.2.2 Retaining the Warranty Money

The method of retaining the warranty money is specified in the Special Terms.

11.2.3 Payment of the Warranty money

The Employer  shall  pay the  warranty  money temporarily  retained  according  to  the  provisions  of  Article  14.5.2  relating  to
payment of the warranty money for defect liability.
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12. Inspection and Acceptance of Project Completion

12.1Acceptance Report and Complete As-Built Data

12.1.1 The works conforms to the provisions of Article 9.1 relating to work taking-over, and/or the post-completion test certificate
and assessment acceptance certificate have been issued as per Article 10.7, and the outstanding work and defect remedying
work have been completed as per Article 9.2.2, and accepted by the Employer or supervisor, the Contractor shall submit the
completion inspection report, and complete as-built data required by (1), (2), (3) of Article 8.1.1 and the provisions of Article
8.2  relating  to  the  inspection  and acceptance  of  completion  test,  and the  provisions  of  (4)  of  Article  10.3.3  relating  to  the
post-completion  test  and  commissioning  assessment  result  data.  The  Special  Terms  shall  state  the  format,  content  and
number of copies of the final project inspection report and complete as-built data.

12.1.2 The Employer shall respond with revising advice or confirmation within 25 days after receiving those inspection report and
complete as-built data, for which the Contractor shall revise them according to the Employer’s advice at its own cost. If the
Employer  does  not  give  the  revising  advice  within  25  days  the  as-built  data  and  acceptance  report  shall  be  deemed
confirmed.

12.1.3 Articles 12.1.1 and 12.1.2 shall apply for the works stage constructed, being put into production by stages, and being used by
stages.

12.2Completion Inspection and Acceptance

12.2.1 Organization of Completion Inspection and Acceptance

The completion inspection and acceptance shall be organized within 30 days after the Employer receives and confirms the
acceptance report and complete as-built data in accordance with Article 12.1.2.

12.2.2 Postponed Organization of Completion Inspection and Acceptance

If the Employer fails to organize the completion inspection and acceptance within 30 days according to Article 12.2.1,  the
final accounts for completion shall be settled according to Articles 14.12.1 to 14.12.3.

If  the  Employer  carries  out  the  completion  inspection  and  acceptance  after  the  time  limit  stated  in  Article  12.2.1,  the
Contractor  shall  attend  it.  The  Contractor  shall  revise  at  his  own  cost  the  acceptance  report  or  as-built  data  to  satisfy  the
Employer’s further revising advice put forward by the Employer within 25 days after the inspection and acceptance.

12.2.3 Completion Inspection and Acceptance by Stages
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Articles 12.1.3 and 12.2.1 shall apply for the completion inspection and acceptance of the works constructed by stages, works
being put into production by stages, and works being used by stages.

13. Modification and Adjustment of Contract Price

13.1Right of Modification

13.1.1 Right of Modification

The  Employer  has  the  authority  to  approve  the  modification.  From the  effectiveness  of  the  Contract  to  acceptance  of  the
completion of work, the Employer has the right to, at any time, give the instruction of modification based on the advice of the
supervisor and Contractor, and according to the modification scope in Article 13.2. Such instruction of modification shall be
made in writing.

13.1.2 Modification

The  written  instruction  of  modification  approved  and  made  by  the  Employer  is  a  modification,  including:  instruction  of
modification directly made by the Employer, or the instruction of modification approved by the Employer or the supervisor.

The modifications, adjustments and improvements by the Contractor at its own expense with respect to the defects from its
design, procurement, construction, completion test and post-completion test are not modifications.

13.1.3 Right to Propose Modification

The Contractor shall be obligated to submit at any time a proposal of suggestion on modification to the Employer in writing,
including  suggestions  with  respect  to  the  reduction  of  period  of  work  as  well  as  the  Employer's  cost  of  engineering,
construction, maintenance and operation, the increase of efficiency or value of the completed work, and long-term benefits
and  other  interest  brought  to  the  Employer.  After  the  receipt  of  such  proposals,  the  Employer  shall  give  notice  in  writing
whether to accept, not to accept or to provide further information.

13.2Scope of Modification

13.2.1 Scope of Modification to the Design

(1) The adjustment of the production process, without increase or reduction of the production roadmap and scale approved in
the initial design or provided in the Contract;

(2) The adjustment of the layout, vertical layout and partial features, without increase of the scale of construction approved in
the initial design, without change of the
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features approved in the initial design; without increase of the scale of construction provided in the contract, or without
change of features provided in the contract;

(3) The adjustment of the process and features of supporting project system;

(4) The adjustment of the benchmark control points, benchmark elevation and baseline;

(5) The adjustment of the performance, specification and quantity of the equipment, materials and components;

(6) The modification due to the implementation of any laws, standards or regulations issued after the reference date;

(7) Other matters of design not agreed in the Contract;

(8) Additional work required for the above modification.

13.2.2 Scope of Modification to Procurement

(1) The Contractor has executed a procurement agreement with relevant supplier as the list approved by the Employer, or has
carried out the manufacture, supply or transport, and the Employer notify the Contractor to choose another supplier from
the list;

(2) The modification due to the implementation of any laws, standards or regulations issued after the reference date;

(3) The change of place of examination,  inspection,  test  and experimentation,  as well  as any additional  test  request  by the
Employer;

(4) The increase or reduction of spare parts, special tools, materials for test after completion requested by the Employer;

(5) Additional work required for the above modification.

13.2.3 Modification of Scope of Construction

(1) The modification of construction method, or the increase or reduction of quantity of equipment, materials, components,
labor and work, due to the modification to design under Article 13.2.1;

(2) Any additional test or the change of place of test required by the Employer;

(3) New-increased construction obstacles treatment other than the ones provided in Article 5.2.1(1) and Article 5.2.1(2);
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(4) The notice from the Employer for re-test of completion with respect of projects, of which the completion test have been
accepted, or have been approved by municipal government;

(5) The modification due to the implementation of any laws, standards or regulations issued after the reference date;

(6) Other onsite certificates;

(7) Additional work required for the above modification.

13.2.4 Employer's Instruction of Acceleration. When the Contractor accepts the Employer's instruction in writing so as to accelerate
the schedule of design, construction and other part of work in such way as deemed necessary by the Employer, the Contractor
shall  adjust  the  project  schedule  so  as  to  implement  such  instruction  of  acceleration,  and  shall  estimate  the  increased
measures and resources, and such adjustment shall be a modification after approved by the Employer. If the Employer fails to
approve such modification, the Contractor has the right to implement it in accordance with the schedule of relevant phases as
agreed in the Contract.

If  the  actual  schedule  significantly  falls  behind  the  above  approved  project  schedule  due  to  the  Contractor's  cause,  the
Contractor  shall  make  up  the  time  at  its  own cost  in  accordance  with  Article  4.1.2.  If  the  completion  date  is  delayed,  the
Contractor shall bear relevant compensation for the delay under Article 4.5.

13.2.5 Adjustment  and  Reduction  of  Partial  Work.  If  the  work  is  suspended  by  the  Employer  for  more  than  45  days,  and  the
Contractor cannot resume work when requesting, or the construction cannot be resumed due to Force Majeure, both parties
may  request  by  means  of  a  modification  so  as  to  adjust  and  reduce  partial  work  under  the  influence  of  such  suspension
according to the Contract.

13.2.6 Other Modification. Other modification shall be set forth in the Special Terms in accordance with the features of the work.

13.3Procedure of Modification

13.3.1 Notice of Modification. The Employer shall give the Contractor a notice in writing with respect to the matter to be modified.

13.3.2 Proposal of Notice of Modification. The Contractor shall have the obligation to submit a proposal of notice of modification
within 10 days upon the receipt of the notice of modification from the Employer, including:

(1) If the Contractor accepts the modification in the notice of modification from the Employer, the proposal shall include: the
reason for supporting such modification,
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and  the  estimate  of  the  work,  equipment,  materials,  labor,  machinery,  revolving  materials,  consumables  and  other
resources  for  the  implementation  of  such  modification,  and  relevant  management  fee  and  reasonable  profits.  The
percentages  of  relevant  management  fee  and  reasonable  profits  shall  be  specified  in  the  Special  Terms.  If  such
modification will cause the extension of completion date, the Contractor shall explain the reason and submit the schedule
relating to the modification.

The Contractor's  failure to submit the estimate of increased cost and the extension of completion date shall  be deemed
that such modification shall not be involved with the adjustment of contract price and the extension of completion date,
and the Employer will not bear any cost for such modification or any liability for the extension of completion date.

(2) If the Contractor does not accept such modification in the notice of modification, the proposal shall contain the reason for
not supporting such modification, including the following:

1) such modification is not in conformity with relevant laws and regulations;

2) the special equipment, materials or components are difficult to obtain by the Contractor;

3) the Contractor is hard to obtain the process or technology to make modification;

4) such modification will reduce the security, stability and applicability of the work;

5) Such modification will have adverse impact on the realization of the guaranteed value of production performance and
the guarantee of functions, and etc.

13.3.3 Examination and Approval by the Employer. Within 10 days upon the receipt of a written proposal from the Contractor under
Article 13.3.2, the Employer shall examine such proposal, and give notice of approval, cancellation, amendment or further
requirement. The Contractor shall not cease or delay any work when waiting for the Employer's reply.

(1) After the receipt of the proposal from the Contractor in accordance with Article 13.3.2(1), and after the examination and
approval  of  the  reason,  estimate,  and/or  the  extension  of  completion  date,  the  Employer  shall  give  the  instruction  of
modification in writing.

If the instruction of modification from the Employer fails to include the confirmation of the Contractor's estimate or/and
any objection to the extension of completion
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date  with  respect  to  such  modification,  then  the  estimate  or/and the  extension of  completion  date  with  respect  to  such
modification  shall  be  deemed as  having approved by the  Employer  from the 11th  day after  the receipt  of  such written
proposal by the Employer.

(2) After the examination of the reason in the proposal from the Contractor which not accept such modification under Article
13.3.2(2),  and  if  the  Employer  give  written  notice  of  continuation,  change  or  request  for  further  supplementary
information, the Contractor shall implement such notice.

13.3.4 If the Contractor submits the proposal of modification under Article 13.1.3, the procedure of modification shall be based on
this Procedure of Modification.

13.4Urgent Procedure of Modification

13.4.1 The Employer has the right to give urgent instruction of modification in writing or orally, and urge the Contractor to perform
such  modification  immediately.  Upon  the  receipt  of  such  instruction,  the  Contractor  shall  perform  it  immediately.  If  the
Employer gives any oral urgent instruction of modification, it shall confirm in writing the modification within 48 hours, and
deliver the written confirmation to the project manager of the Contractor.

13.4.2 Within  10  days  upon  the  completion  of  performance  of  urgent  procedure  of  modification,  the  Contractor  shall  submit  the
work for performing such modification, and the resources consumption and estimate. If the performance of such modification
causes the delay of key timeline of the work, and the Contractor may require an extension of completion date, provided that
the Contractor shall give explanation and submit corresponding schedule.

If the Contractor fails to submit the written materials with respect of the estimate of actual consumption and/or the extension
of  completion  date  within  10  days  upon  the  completion  of  such  modification,  such  failure  shall  be  deemed  that  such
modification does not involve the adjustment of contract price and the extension of completion date, and the Employer will
no longer bear any liability for such modification.

13.4.3 Within 10 days upon the receipt of the written materials submitted by the Contractor in accordance with Article 13.4.2, the
Employer shall give notice in writing to the Contractor for the approved reasonable estimate and/or reasonable extension of
the completion date.

If,  within 10 days after  the receipt  of such written report  from the Contractor,  the Employer  fails  approve the Contractor's
estimate  and/or  the  extension of  completion  date  and does  not  give  any explanation,  such failure  shall  be  deemed that  the
estimate
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and/or the extension of completion date submitted by the Contractor have been approved by the Employer from the 11 th day
after the receipt of such report.

If the Contractor has any objection to the modification cost and extension of completion date approved by the Employer, both
parties shall resolve through amicable consultation. If consultation fails, it will be resolved through the provisions of Article
16.3 regarding dispute and resolution.

13.5Determination of Modification of Price

The modification of price shall be determined according to the following provisions:

13.5.1 Where the Contract provides for the unit prices (including charges) for labor, machinery and work volume, the modification
of price shall be made according to such unit prices;

13.5.2 Where  the  Contract  does  not  provide  for  the  unit  prices  (including  charges)  for  labor,  machinery  and  work  volume,  the
modification of price shall be determined according to the similar price for modification of work;

13.5.3 Where  the  Contract  does  not  provide  for  the  unit  prices  (including  charges)  for  labor,  machinery  and  work  volume,  nor
provide  for  any  similar  price  for  modification  of  work,  both  parties  will  determine  the  modification  of  price  through
negotiation.

13.5.4 Other methods provided for in the Special Terms.

13.6Benefit Sharing of Modification Proposal

If Contractor's proposal of modification is approved and adopted by the Employer under Article 13.1.3, and thus the investment
of project is reduced, the duration of the project is shorten, and long-term operation benefits or other benefits are gained by the
Employer,  then  both  parties  may  share  the  benefit  according  to  the  arrangement  in  the  Special  Terms,  and  both  parties  shall
otherwise  execute  a  supplementary  agreement  with  respect  to  the  benefit-sharing  as  the  attachment  to  this  Contract,  when
necessary.

13.7Adjustment of Contract Price

Within 30 days upon the occurrence of the following circumstances, both parties are entitled to notify in writing the other party
and  the  supervisor  the  reason  for  adjusting  the  Contract  Price  and  the  amount  of  adjustment.  The  reasonable  amount  of  price
confirmed by the Employer shall be the adjusted amount of the Contract Price, and shall be paid or deducted from the current
payment. If either party fails to confirm or give any suggestions of revision within 15 days upon the receipt of the notice from the
other party, such failure shall be
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deemed as having agreed the adjustment of such price. The circumstances for the adjustment of Contract Price shall include the
following:

(1) After  the  execution  of  the  Contract,  the  Contract  Price  is  increased  or  reduced by the  change  of  laws,  national  policy  and
industrial regulations which need to complied with;

(2) During  the  performance  of  the  Contract,  the  adjustment  of  price,  which  is  announced  by  the  project  price  administration
authority, is involved in the increase or reduction of the cost of the Contractor;

(3) The  accumulated  duration  of  suspension  of  work  on  site  exceeds  more  than  8  hours  within  a  week,  due  to  the  cut-off  of
water,  electricity,  gas or transport  which is not caused by the Contractor  (the Contractor  must submit  a report  and provide
verifiable proof and estimates);

(4) The increase and reduction of estimate which is approved by the Employer in accordance with the modification procedure of
Article 13.3 to Article 13.5;

(5) The increase or reduction of other payment under this Contract

With  respect  to  the  increase  or  reduction  of  payment  not  provided  in  the  Contract,  the  Employer  will  not  be  liable  for  the
adjustment of the Contract Price, unless otherwise provided in applicable laws and regulations. The adjustment of Contract Price
shall not include the modification of the Contract.

13.8Dispute on Adjustment of Contract Price

If, after negotiation, both parties fail to reach an agreement with respect to the cost for the work modification, the adjustment of
Contract Price or the extension of completion date, and a dispute arises, then such dispute shall be settled under Article 16.3 with
respect to dispute and resolution.

14. Total Contract Price and Payment

14.1Total Contract Price and Payment

14.1.1 Total Contract Price

This Contract  is a contract  with total  price.  Except as adjusted under Article 13 (Modification and Adjustment of Contract
Price) and the increase and reduction of amount agreed otherwise in the Contract, the Contract Price will not be adjusted.

14.1.2 Payment

(1) The currency for the payment of the Contract shall be Renminbi, which shall be paid by the Employer to the Contractor
within the territory of PRC.
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(2) The  Employer  shall  pay  the  Contractor  the  Contract  Price  in  accordance  with  the  type  of  account  payable  and  the
arrangement  for  the  time  of  payment  as  agreed  in  the  Contract.  The  bank  account  designated  by  the  Contractor  is
specified in the Special Terms.

14.2Guarantee

14.2.1 Performance Guarantee

If the Contractor  shall  submit  a performance guarantee to the Employer as agreed in the Contract,  the format,  amount and
time of submission of the performance guarantee shall be agreed in the Special Terms.

14.2.2 Payment Guarantee

If the Contractor shall submit a performance guarantee to the Employer as agreed in the Contract, the Employer shall provide
the Contract  with a payment  guarantee,  and the format,  content  and time of  submission of  the payment  guarantee  shall  be
agreed in the Special Terms.

14.2.3 Prepayment Guarantee

If  the  Contractor  shall  submit  a  prepayment  guarantee  to  the  Employer  as  agreed  in  the  Contract,  the  format  and  time  of
submission of the prepayment guarantee shall be agreed in the Special Terms.

14.3Advanced payment

14.3.1 Amount of Advanced Payment

The  Employer  agrees  to  pay  a  portion  of  the  Contract  Price  as  the  amount  of  advanced  payment,  the  specific  amount  of
which shall be agreed in the Special Terms.

14.3.2 Payment of Advanced Payment

If the advanced payment guarantee is agreed in the Contract, after the Contract has come into effect and within 10 days upon
the  receipt  of  the  advanced  payment  from  the  Contractor,  the  Employer  shall  pay  a  lump-sum  advanced  payment  to  the
Contractor  under  Article  14.3.1;  if  the  advanced  payment  guarantee  is  not  agreed,  the  Employer  shall  pay  the  advanced
payment in one sum lump under Article 14.3.1 within 10 days after the Contract has come into effect.

14.3.3 Deduction of Advanced Payment

(1) The method, deduction percentage and time of the advanced payment will be set forth in the Special Terms.
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(2) When  the  Employer  issues  the  project  acceptance  certificate  or  when  the  Contract  is  terminated,  and  the  advanced
payment has not been deducted fully, the Employer is entitled to require the Contractor to pay the advanced payment not
deducted.  If  the  Contractor  fails  to  pay,  the  Employer  will  be  entitled  to  deduct  the  balance  of  the  advanced  payment
according to the following procedures:

1) Deduct from the amount payable to or owned by the Contractor for once or several times;

2) When the amount payable to or owned by the Contractor  is insufficient  to deduct,  the Employer  will  be entitled to
deduct the advanced payment not offset from the advanced payment guarantee (if agreed);

3) When the amount payable to or owned by the Contractor is insufficient to deduct, and the Contract does not provide
the Contractor shall submit the advanced payment guarantee, the Contractor and the Employer shall sign a payment
schedule arrangement for the payment of the advanced payment not offset;

4) If the Contractor fails to perform according the above arrangement, the Employer is entitled to deduct the advanced
payment not offset from the performance guarantee (if any).

14.4Progress Payment of the Work

14.4.1 Progress Payment. The method, condition and time of the payment of progress payment shall be agreed in the Special Terms.

14.4.2 Other progress payment which is payable in accordance with the specific circumstances of the work shall  be agreed in the
Special Terms.

14.5Deduction and Payment of Defect Liability Warranty Money

14.5.1 Deduction of Defect Liability Warranty Money. The Employer may deduct the defect liability warranty money according to
the provisions of Article 11.2.1 relating to the amount of defect liability warranty money, and the provisions of Article 11.2.2
relating to the deduction of the defect liability warranty money.

14.5.2 Payment of Defect Liability Warranty Money

(1) When the Employer carries out the project completion inspection and settlement,  it shall pay half of the full amount of
the defect liability warranty money deducted by it according to Article 14.5.1 to the Contractor, unless the Special Terms
provides otherwise. Thereafter, if the Contractor fails to remedy any defect occurred during the period of defect warranty
period  notified  by  the  Employer,  or  entrusts  the  Employer  to  remedy  such  defect,  the  costs  therefor  shall  be  deducted
from the
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balance  of  the  amount  of  the  defect  liability  warranty  money.  The  Employer  shall  refund  the  balance  of  the  defect
liability warranty money to the Contractor within 15 days after the defect liability period expires.

(2) Where the Special  Terms provide that  the Contractor  may submit  guarantee for  defect  liability  warranty money,  at  the
time  of  conducting  the  completion  inspection  and  settlement,  the  Employer  shall  refund  the  balance  to  the  Contractor
after it receives the guarantee, if the Contractor requests to provide guarantee in lieu of the balance of the defect liability
warranty money. Thereafter,  if  the Contractor fails to remedy any defect occurred during the period of defect warranty
period notified by the Employer, or entrusts the Employer to remedy such defect, the costs therefor will be deducted from
the guarantee. The Employer shall return the guarantee within 15 days after the defect liability period expires. The form,
amount and submission time of the guarantee will be provided for in the Special Terms.

14.6Application for Progress Payment on Monthly Basis

14.6.1 Application for Monthly Payment. If applying for payment on a monthly basis, the payment shall be based on the Contract
Price agreed in the Contract. The application for payment shall be made to the Employer or Supervisor based on the contract
price  of  the  monthly  actual  completed  work  (including  design,  procurement,  construction,  completion  test  and  test  after
completion, etc.). The format, content, copies and time of the application for payment submitted by the Contractor shall be
agreed in the Special Terms.

The amounts in the application for monthly payment shall include the following:

(1) The category of amount agreed under Article 14.4 (Work Progress Payment);

(2) The increased and reduced amount agreed under Article 13.7 (Adjustment of Contract Price);

(3) The paid and deducted amount agreed under Article 14.3 (Advanced Payment);

(4) The retained and paid amount agreed under Article 14.5 (Defect Liability Warranty Money);

(5) The increased and reduced amount in accordance with the result of claims under Article 16.2;

(6) The increased and reduced amount agreed in the supplementary agreement of the Contract, which is executed by both
parties separately.

78



14.6.2 If both parties have agreed on the application for monthly payment of the work progress payment under Article 14.6.1, both
parties shall not agree on the application for payment in accordance with the payment schedule under Article 14.7.

14.7Application for Payment by Payment Schedule

14.7.1 Application for Payment by Payment Schedule

Where applying for payment by payment schedule,  the Contractor  shall  base on the Contract  Price agreed in the Contract.
The application for payment shall be based on the payment periods, scheduled major image progress of each period and/or
the completed major scheduled work (including design, procurement, construction, completion test and test after completion,
etc.) and other tasks, and the amount of payment of each period. The application for payment of the current period shall be
submitted  by  the  Contractor  in  accordance  with  the  format,  content,  copies  and  time  for  submission  of  the  application  as
agreed in the Special Terms.

The amounts in the application for payment of each period shall include the following:

(1) The amount in the application for the scheduled payment of the current period as agreed in the Special Terms;

(2) The increased and reduced amount agreed under Article 13.7 (Adjustment of Contract Price);

(3) The paid and deducted amount agreed under Article 14.3 (Advanced Payment);

(4) The retained and paid amount agreed under Article 14.5 (Defect Liability Warranty Money);

(5) The increased and reduced amount in accordance with the result of claims under Article 16.2;

(6) The increased and reduced amount agreed in the supplementary agreement of the Contract, which is executed by both
parties separately.

14.7.2 If  the  Employment  makes  the  payment  according  to  the  payment  schedule,  and the  Contractor's  actual  work and/or  actual
progress significantly falls behind the tasks of the key timeline for 30 days or more, then the Employer has the right, after the
negotiation  with  the  Contractor,  to  reduce  the  amount  of  the  current  payment,  and  to  adjust  the  payment  schedule.  The
application for payment of each period henceforth by the Contractor, as well as the payment of the Employer, shall be on the
basis of the adjusted payment schedule.
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14.7.3 If both parties have agreed on the application for payment in accordance with the payment schedule under Article 14.7, both
parties shall not agree on the application for monthly payment of the work progress payment under Article 14.6.

14.8Payment Condition and Schedule

14.8.1 Payment Condition

When it is agreed that the Contractor shall submit performance guarantee, then the submission of the performance guarantee
shall  be a condition for the Employer  to make the payment.  When the performance guarantee is  not  agreed,  the Employer
shall make the payment as agreed.

14.8.2 Payment of the Advanced Payment

The  payment  of  the  advanced  payment  of  the  Project  shall  be  made  in  accordance  with  the  provisions  of  Article  14.3.2
relating to payment of advance. When the advanced payment is fully deducted, the Employer shall timely return the payment
guarantee to the Contractor.

14.8.3 Work Progress Payment.

(1) Application  and  Payment  of  Work  Progress  Payment  on  a  Monthly  Basis.  When  it  is  agreed  that  the  application  for
payment  of  work  progress  payment  is  on  a  monthly  basis  under  Article  14.6.1,  the  Employer  shall  review  and  make
payment  within  25  days  upon  the  date  of  application  for  payment  of  each  period  submitted  by  the  Contractor  under
Article 14.6.1.

(2) Application and Payment on the Basis of the Payment Schedule. When it is agreed that the application for payment is on
the  basis  of  the  payment  schedule  under  Article  14.7.1,  the  Employer  shall  review and  make  payment  within  25  days
upon the date of application for payment of each period submitted by the Contractor under Article 14.7.1.

14.9Delay of Payment

14.9.1 If the work progress payment is not paid as agreed in Article 14.8.3 due to the reason of the Employer, then from the 26th
day after the Employer receives the payment application report, the Employer shall pay the interest of the delayed payment as
the liquidated damages,  on the basis  of  the lending rate of  the same period and kind promulgated by the People's  Bank of
China.

14.9.2 If the Employer's  delay of payment exceeds more than 15 days, the Contractor shall have the right to give the Employer a
notice to request payment.  If the Employer still  does not make the payment,  the Contractor may cease partial  work, which
will be
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deemed as the suspension by the Employer and will be performed under Article 4.6.1 (Suspension by Employer).

When negotiating the execution of a deferred payment agreement, the Employer shall make the payment in accordance with
the number of period, time, amount and interest as agreed in the deferred payment agreement. If both parties fail to reach a
deferred payment agreement, which causes that the work cannot be performed, then the Contractor may cease partial or the
whole work, and the Employer shall bear liability for breach of Contract. If the key part of the work is delayed, the date of
completion shall be extended accordingly.

14.9.3 If  the Employer's  delay in payment  exceeds more 60 days,  and affects  the performance of the whole work,  the Contractor
shall have the right to give notice to the Employer to terminate the Contract in accordance with Article 18.2, and shall have
the right to recover any costs increased thereby.

14.10Taxes and Duties

14.10.1The Employer and Contractor shall respectively perform the obligation to pay taxes in accordance with the state's laws and
regulations on taxes, including the duties on relevant project materials.

14.10.2When either party enjoys the exemptions of VAT and duties for the import of construction equipment, materials, accessories
of equipment, and etc., the other party shall have the obligation to assist and coordinate the handling of registration of such
tax exemptions.

14.11Payment of Amount of Claim

14.11.1The amount of claim receivable by the Employer which is determined by negotiation, mediation, arbitration award or court's
judgment, such amount may be deducted by the Employer from the amount of payment for the current month or according to
the payment schedule for the current period, which is payable to the Contractor. If the work progress payment for all periods
payable to the Employer is not enough to cover the amount of claim, the Contractor shall  pay otherwise.  If the Contractor
fails to pay, an agreement on payment may be negotiate.  If payment is still  not made, then such amount may be recovered
from  the  performance  guarantee,  if  any.  If  the  performance  guarantee  is  not  enough  to  cover  the  amount  of  claim,  the
Contractor  shall  otherwise  pay  such  amount  of  claim,  or  pay  according  to  the  period  agreed  by  both  parties  in  the  above
agreement on payment.

14.11.2The amount of claim receivable by the Contractor which is determined by negotiation, mediation, arbitration award or court's
judgment, such amount may be separately listed
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in the application for payment of the current month or as the payment schedule of the current period, which shall be paid by
the Employer in the payment for the current period. If the Employer fails to pay such amount of claim, the Contractor shall
have the right to recover such amount from the payment guarantee,  if  any. If  the payment guarantee is not agreed by both
parties, the Employer shall otherwise pay such amount of claim.

14.12Settlement of Completion

14.12.1Submission of Materials of the Settlement of Completion.

Within 30 days after the Employer confirms the completion acceptance report and complete completion documents submitted
by  the  Contractor  according  to  Article  12.1,  the  Contractor  shall  submit  the  completion  settlement  report  and  complete
completion settlement documents to the Employer. The format, content, and number of copies of the completion settlement
documents are set forth in the Special Terms.

14.12.2Final Materials of Settlement of Completion

Within 30 days after the receipt of the report of settlement of completion and full materials of the settlement of completion
from the Contractor, the Employer shall review and make advices on the revision. When both parties agree the revisions to
the completion settlement report and the full completion settlement documents, the Contractor shall, at its own cost, submit
the final report of settlement of completion and the final documents of settlement of completion.

14.12.3Paying-off of the Completion Settlement Amount

Within  30  days  after  the  final  documents  of  settlement  of  completion  is  submitted  by  the  Contractor  to  the  Employer  in
accordance with Article 14.12.2, the Employer shall pay off the amount of settlement of completion. Within 5 days after the
payment, the Employer shall return the performance guarantee submitted by the Contractor in accordance with Article 14.2.1,
and the Contractor shall return the payment guarantee submitted by the Employer in accordance with Article 14.2.2.

14.12.4Failure of Reply the Report of Settlement of Completion

Within  30  days  after  the  Employer's  receipt  of  the  report  of  settlement  of  completion  and full  documents  of  settlement  of
completion  from  the  Contractor  in  accordance  with  Article  14.12.1,  if  the  Employer  fails  to  propose  any  suggestion  on
revision, or give any response, then it is deemed that the Employer has accepted such documents of settlement of completion
as the final documents of settlement of completion. The Employer shall pay off the amount of settlement of completion as
agreed in Article 14.12.3.
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14.12.5Employer's Failure to Make the Payment of Settlement of Completion

(1) If the Employer fails to pay off the balance of the payment of settlement of completion as agreed in Article 14.12.3, the
Contractor  shall  have  the  right  to  deduct  such  balance  from  the  payment  guarantee  submitted  by  the  Employer  in
accordance with Article 14.2.2.

If it is not agreed in the Contract that the Employer shall submit the payment guarantee in accordance with Article 14.2.2,
or  if  the  payment  guarantee  is  insufficient  to  set  off  the  completion  settlement  amount  payable  to  the  Contractor,  the
Employer  shall,  from  the  31st  day  after  the  Contractor's  submission  of  the  final  materials  of  settlement,  pay  the
outstanding  balance  of  the  settlement  amount,  and pay the  corresponding  interest  according  to  the  lending  rate  for  the
same period and same kind of loans published by the People's Bank of China.

(2) If the Employer fails to make any suggestions on revision or response to the material of settlement of completion within
the agreed 30 days in accordance with Article 14.12.4, or fails to make the payment of the balance of the settlement of
completion,  then  the  Employer  shall,  from  the  31st  day  after  the  Contractor's  submission  of  the  report,  pay  the
outstanding  balance  of  the  settlement  amount,  and pay the  corresponding  interest  according  to  the  lending  rate  for  the
same period and same kind of loans published by the People's Bank of China.

If  the  Employer  fails  to  pay  within  90  days  from  the  Contractor's  submission  of  final  materials  of  settlement  of
completion, the Contractor may request to resolve the dispute in accordance with Article 16.3 (Dispute and Resolution).

14.12.6Failure of Submission of Report of Settlement of Completion and Full Materials of Settlement on Time

Within 30 days after the approval by the Employer of the report of acceptance of work completion, if the Contractor fails to
submit the report of settlement of completion and full documents of settlement, and thus cause the settlement of completion
cannot be carried out normally, or the settlement of completion cannot be paid off on time, then when the Employer requests
the Contractor to deliver the project, the Contractor shall do so. If the Employer does not request the delivery of project, the
Contractor must bear the cost and liability for safekeeping, maintenance and repair. However, such project does not include
any single project or any part of the project which has been used or received by the Employer as agreed in Article 9 (Taking-
over of Project).

14.12.7Contractor's Failure to Pay the Amount of Settlement of Completion
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(1) If the Contractor fails to pay off the balance of the amount of settlement of completion as agreed in Article 14.12.3, then
the  Employer  shall  have  the  right  to  deduct  such  amount  from  the  performance  guarantee  in  accordance  with  Article
14.2.1.

If  the  amount  of  the  performance  guarantee  is  not  enough  to  cover  the  balance,  then  from  the  31st  day  after  the
submission of the final  documents of settlement of completion,  the Contractor  shall  pay the outstanding balance of the
settlement amount, and pay the corresponding interest according to the lending rate for the same period and same kind of
loans  published  by  the  People's  Bank  of  China.  If  the  Contractor  fails  to  pay  within  90  days  from  the  Contractor's
submission  of  final  documents  of  settlement  of  completion,  the  Employer  may  request  to  resolve  the  dispute  in
accordance with Article 16.3 (Dispute and resolution).

(2) If the Contract does not provide for the performance guarantee, then from the 31st day after the submission of the final
documents of settlement of completion,  the Contractor shall  pay the outstanding balance of the settlement amount,  and
pay the corresponding interest according to the lending rate for the same period and same kind of loans published by the
People's Bank of China. If the Contractor fails to pay within 90 days from the Contractor's submission of final documents
of settlement of completion,  the Employer may request to resolve the dispute in accordance with Article 16.3 (Dispute
and resolution).

14.12.8Dispute of Settlement of Completion

Within 30 days after the Employer's receipt of report of settlement of completion and full documents of settlement from the
Contractor, if any dispute with respect to the price of settlement of completion arises, then both parties shall engage a project
price consulting agency with relevant grade of qualification to examine the settlement of completion, and the balance shall be
paid  off  in  accordance  with  the  result  of  such  examination.  The  time  for  examination  shall  be  determined  between  both
parties and the project price consulting agency. If both parties still have dispute over the result of examination, such dispute
shall be resolved in accordance with Article 16.3 (Dispute and resolution).

15. Insurance

15.1Contractor’s Maintenance of Insurance

15.1.1 The Contractor's insurance shall be in accordance with applicable laws and the category of insurance as agreed in the Special
Terms. The insurance premium of Contractor's insurance shall be included in the Contract Price. The category of insurance,
insurance
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coverage, the insured amount, insurance period and duration shall be agreed in the Special Terms.

(1) If the Contractor is responsible for insurance as provided in applicable laws and in the Special  Terms of this Contract,
then such insurance shall  be purchased by the Contractor in accordance with the requirement of implementation of the
project;

(2) During  the  performance  of  this  Contract,  if  the  Contractor  is  responsible  to  purchase  mandatory  insurance  due  to  the
implementation of new applicable laws or regulations, the Contract Price shall be adjusted in accordance with Article 13
(Modification and Adjustment of Contract Price).

15.1.2 If the insurance policy is purchased for the joint insured, insurance proceeds shall be applied to each joint insured. On behalf
of  its  own  insured,  the  Contractor  undertakes  that  its  insured  shall  comply  with  the  condition  and  proceeds  agreed  in  the
insurance policy.

15.1.3 The insurance proceeds received by the Contractor  from the insurer shall  be used for the loss,  damage, restore of damage,
purchase, re-construction and compensation as agreed in the insurance policy.

15.1.4 During the period of the project insured and the duration of the insurance, the Contractor shall provide the Employer with a
counterpart  of  the  insurance  policy,  the  copy of  the  invoice  of  the  premium paid,  and evidence  of  the  effectiveness  of  the
insurance policy.

If the Contractor fails to submit the above evidence, it  will  be deemed to have failed to purchase insurance as agreed. The
Employer  may  purchase  insurances  in  its  own  name,  and  the  Contractor  shall  be  liable  for  all  costs  and  claims  arising
therefrom.

15.2All-Risks Insurance and Third Party Liability Insurance

With respect  to the all-risks insurance of construction project,  all-risks insurance of installment  project,  and insurance of third
party  liability,  if  such  insurances  are  purchased  by  either  party,  the  other  party,  and  the  subcontractors,  suppliers  and  service
providers  under  the  Contract  shall  also  be  the  insured  under  the  insurance  contract.  The  specific  insurance  applicant  shall  be
agreed in the Special Terms.

15.3Other Provisions of Insurance

15.3.1 The insurance for the transportation of equipment, materials, and components, which shall be procured and transported by the
Contractor,  shall be purchased by the Contractor.  Except as otherwise agreed in the Special Terms, the insurance premium
has been included in the Contract Price.
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15.3.2 If any emergency in the insured matters occurs, either party on site shall have the responsibility to take necessary measures,
to prevent the increase of loss and damage.

15.3.3 Any insurance not covered in this Contract shall be purchased by each party separately for its own needs, and the insurance
premium shall be borne respectively.

16. Breach of Contract, Claim and Dispute

16.1Liability for Breach of Contract

16.1.1 Employer’s Liability for Breach of Contract.

If

(1) The  Employer  fails  to  provide  on  time  the  true,  accurate  and  completed  technology  and/or  architectural  design  plan,
fundamental materials of the project and information of on-site obstacles, as agreed in Article 5.1.2, Article 5.2.1(1) and
(2);

(2) The Employer fails to adjust the Contract Price according to Article 13, and make relevant payments in accordance with
the provisions of category of payment, the amount, the account designated by the Contractor and the time of payment in
relation to the advance, progress payment, and completion settlement, as agreed in Article 14;

(3) The Employer fails to perform other liabilities and obligations in the Contract,

The Employer shall take remedial measures, and compensate for any loss caused to the Contractor due to the above breach. If
any key timeline is delayed due to its breach, the completion date shall be postponed. The assumption by the Employer of the
liability for breach of contract will not relieve or exempt the Employer’s other obligations and liabilities under the Contract.

16.1.2 Contractor’s Liability for Breach of Contract.

If

(1) The Contractor fails to conduct inspection for the project materials provided by the Contractor under Article 6.2, or fails
to repair any defects under Article 7.5 (Construction Quality and Inspection);

(2) The Contractor fails to pass the completion test for three times, or fails to pass the test after completion for three times,
and thus any major part of the Project, or the whole Project loses its the value of use, the value of production or the use
interest;

(3) Without  the  consent  of  the  Contractor,  or  without  any  necessary  permit,  or  if  any  applicable  laws  do  not  allow  any
subcontract, the Contractor subcontracts the Project to any third party;
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(4) The Contractor fails to perform other liabilities and obligations under the Contract.

The Contractor shall take remedial measures, and shall compensate any loss brought to the Employer. The liability for breach
of contract borne by the Contractor shall not reduce other liability and obligation as agreed in the Contract, which shall still
be borne by the Contractor.

16.2Claim

16.2.1 Employer’s Claim

The Employer deems that if the Contractor fails to perform its duties, responsibility and obligation, the Contractor shall bear
losses  and  damages  in  accordance  with  relevant  circumstances  and  matters  as  agreed  in  this  Contract  or  documents  and
materials with respect to this Contract. If the Contractor fails to perform its obligation of compensation, the Employer has the
right to claim against the Contractor. The claim shall be in conformity with the laws and the Contract, and shall be governed
by the following procedures:

(1) Within 30 days upon the occurrence of the claim, the Employer shall  give the notice of claim to the Contractor.  If  the
Employer  fails  to  give  the  claim  notice  within  30  days,  the  Contractor  shall  not  assume  any  liability,  unless  the  law
provides for otherwise;

(2) Within 30 days upon the issuance of the notice of claim, the Employer shall give a good cause for the claim, the ground
of the claim under the Contract, effective and provable evidence, the estimate of the claim and other relevant materials in
writing form to Contractor;

(3) Within 30 days upon the receipt of the materials of claim from the Employer, the Contractor shall resolve the problem by
negotiation  with  the  Employer,  or  give  a  reply,  or  request  the  Employer  to  further  provide  supplementary  ground  and
evidence of the claim;

(4) If the Contractor, within 30 days upon the receipt of the materials of claims sent by the Employer, fails to negotiate with
the  Employer  or  give  a  reply,  or  request  the  Employer  to  further  provide  supplementary  ground  and  evidence  of  the
claim, then such failure shall be deemed that the claim has been accepted by the Contractor.

(5) If the event for Employer’s claim has continuous effect, the Employer shall give a notice every week with respect to the
continuous impact of the event of claim. Within 30 days after the end of the continuous impact of the event of claim, the
Employer shall send Contractor the final claim report and the final claim estimates. The procedure of claim is the same as
Article 16.2.1(1) to (4);
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16.2.2 Contractor’s Claim

The  Contractor  deems  that  if  the  Employer  fails  to  perform  its  duties,  responsibility  and  obligation,  the  Employer  shall
assume losses and damages or postpone the completion date in accordance with relevant circumstances and matters as agreed
in this Contract or documents and materials with respect to this Contract. If the Employer fails to perform its obligation of
compensation or postpone the completion date, the Contractor has the right to claim against the Employer. The claim shall be
in conformity with the laws and the Contract, and shall be governed by the following procedures:

(1) Within 30 days upon the occurrence of the claim, the Contractor  shall  give the notice of claim to the Employer.  If  the
notice has not been given within 30 days, the Employer shall not be reliable, unless otherwise provided by law;

(2) Within 30 days upon the issuance of the notice of claim, the Contractor shall give good cause for the claim, the ground of
the claim under the Contract,  effective and provable evidence, the estimate of the claim and other relevant materials in
written form to Employer;

(3) Within 30 days upon the receipt of the materials of claim from the Contractor, the Employer shall resolve the problem by
negotiation with the Contractor,  or give a reply, or request the Contractor to further provide supplementary ground and
evidence of the claim;

(4) If the Employer, within 30 days upon the receipt of the materials of claims sent by the Contractor in accordant with the
Article  16.2.2(3),  fails  to  negotiate  with  the  Contractor,  or  give  a  reply,  or  request  the  Contractor  to  further  provide
supplementary ground and evidence of the claim, then such failure shall be deemed that the claim has been accepted by
the Employer;

(5) If the event of the Contractor’s claim has continuous impact, the Contractor shall give a notice to Employer every week
with respect to the continuous impact of the event of claim. Within 30 days after the end of the continuous impact of the
event of claim, the Contractor shall send the Employer the final claim report and the final claim estimates. The procedure
of claim is the same as Article 16.2.2(1) to (4).

16.3Dispute and Resolution

16.3.1 Dispute Resolution Process

If  any  claim  dispute  arises  according  to  or  relating  to  this  Contract,  the  parties  shall  first  resolve  such  dispute  through
amicable consultation. The disputing party shall notify the other party in writing, and state the content, details and cause of
the dispute. Within 30 days after issuing the above written notice, if dispute still exists after amicable
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consultation,  the parties may refer the dispute to any entity or authority at the place of the Project agreed by the parties to
mediate.  If within 30 days after the dispute is submitted to mediation,  there is still  dispute between the parties,  or if  either
party does not agree to mediate, the dispute will be resolved through arbitration or litigation according to the Special Terms.

16.3.2 Dispute shall not Affect Performance of Contract.

If any dispute arises, both parties shall continuously perform the responsibilities and obligations agreed in the Contract, and
keep the implementation of the Project. Except for the occurrence of the following circumstances, neither party shall cease
the implementation of the whole or any part of Project:

(1) The Contract is unable to perform due to the breach of Contract by one party, and both parties cease the implementation
through negotiation;

(2) The arbitration institution or the court orders to cease the implementation.

16.3.3 Protection of Project after the Cease of Implementation

If  the  whole  or  any  part  of  the  project  is  ceased  under  Article  16.3.2,  both  parties  shall  protect  all  the  documents,  data,
drawings, the completed project and the unused materials of Project.

17. Force Majeure

17.1Obligations at the Occurrence of Force Majeure

17.1.1 Obligation of Notice

The party noticing or identifying occurrence of any force majeure event is obligated to immediately notify the other party.
According to the Contract, the party responsible for the project site will take prompt measures to mitigate losses when a force
majeure event occurs; the other party will fully cooperate and take measures, and will stop immediately any construction or
work required to be suspended temporarily.

17.1.2 Obligation of Reporting

When  any  force  majeure  event  occurs  in  the  Project  site,  within  48  hours  after  the  force  majeure  event  ends,  if  the  party
responsible for the Project site is the Contractor, the Contractor must report to the Employer the information of damage and
loss.  When the  force  majeure  event  continues,  the  Contractor  will  report  to  the  Employer  and project  director  the  damage
weekly, except as otherwise agreed with respect to the reporting period.

17.2Consequence of Force Majeure
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The loss, damage and injury caused by and completion date delayed by the force majeure event will be handled according to the
following:

(1) loss and damage to permanent project and its materials will be borne by the Employer;

(2) Injury to employees will be handled according to their respective employment contracts;

(3) Loss and damage to the machines, equipment, property and temporary work will be borne by the Contractor;

(4) Loss of stop of work of the contractor will be borne by the Contractor;

(5) The consequential loss and damage caused due to either party’s failure to perform the protective obligation hereunder after
the force majeure event occurs will be borne by such party;

(6) When the Employer notifies to resume the construction, the Contractor will submit the plan for clearing and repair and the
estimate as well as the data and report of progression plan and schedule within 20 days after receipt of such notice or within
other time limit agreed by the parties based on the specific situation. Upon the Employer’s confirmation, all costs for clearing
and repair will be borne by the Employer. The completion date after resuming construction will be delayed accordingly.

18. Termination

18.1Termination by the Employer

18.1.1 Notice to Correct

When the Contractor fails to perform its duties, obligations and liabilities, the Employer may notify the Contractor to correct
and remedy its violations within a reasonable time.

18.1.2 Termination by the Employer

The  Employer  is  entitled  to,  based  on  the  following  reasons,  terminate  the  contract  or  part  of  the  work  of  the  Contract
through written notice. The Employer shall notify the Contractor 15 days before terminating the contract. The termination by
the Employer will not affect any other rights it may enjoy according to the contract.

(1) The Contractor fails to comply with the performance guarantee under Article 14.2.1;

(2) The Contractor fails to perform the provisions of notice to correct under Article 18.1.1;

(3) The Contractor  fails  to  comply with  the  provisions  relating to  subcontracting and transfer  of  contracting under  Article
3.8.1 to Article3.8.4;
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(4) The  Contractor’s  actual  progress  falls  obviously  behind  the  schedule,  and  fails  to  take  measures  and  make  correction
when the Employer direct the Contractor to do so;

(5) The project has severe quality defect,  and the Contractor delays the repair starting date for no less than 30 days for no
reasonable reason;

(6) The Contractor  expressly states or indicates through its act  that  it  will  not perform the contract,  or fails to perform the
contract  after  the  Employer  notify  it  of  performance  of  the contract  in  writing,  or  perform the contract  in  a  manifestly
inappropriate manner;

(7) According to Article 8.6.2 (4) and Article 10.8, the project fails to pass completion tests or fails to pass post-completion
tests, and thus cause any part or whole of the project to lose main operation function or production function;

(8) The Contractor goes into bankruptcy, winding up, or liquidation, or there is situation indicates that the Contractor will go
into bankruptcy and (or) liquidation.

The Employer may not terminate the contract or terminate partial work under the contract for arranging other contractors
to construct the project. If the Employer violates this provision, the Contractor is entitled to file an arbitration or litigation
according to this provision.

18.1.3 Work to be Ceased and Carried Out after Notice of Contract Termination

Work to be carried out after the Contractor receives the termination notice. Within 30 days after termination of contract or
other time agreed by the parties, the Contractor will complete the following work:

(1) Stop all works notified to be terminated, except for protecting life, property or project safety and clearing and the work
required to be performed;

(2) Hand  over  all  the  information  provided  by  the  Employer  and  the  design  documents,  technical  documents  and  other
documents  prepared  by  the  Contractor  for  the  project  to  the  Employer.  With  respect  to  the  documents  retained  by  the
Contractor, the data and backup relating to all information provided by the Employer shall be destroyed;

(3) Hand over all  the completed permanent work and be responsible for the permanent project materials transported to the
site. Before handing over, take care of maintain and preserve the permanent project materials of the completed work and
that are transported to the site;

(4) Hand  over  the  design  documents,  drawings,  materials,  operating  manuals,  construction  organization  design,  quality
inspection data and completion data etc.
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that are already paid, completed and to be completed in corresponding implementation stages;

(5) Submit to the Employer all the subcontracts and explanations of their performance, including project materials provided
by the Contractor (including those stored on the site, ordered, being processed, being transported, arrived at the site and
to be handed over), and the amount agreed in the contract occurred before the contract termination date and assumed by
the Employer. The Contractor is obliged to assist and coordinate to handle the relationship with the subcontractors who
have relationship with the Contractor;

(6) Upon the approval by the Employer, the Contractor shall transfer the subcontracts being performed and relevant liabilities
and obligations relating to the terminated contract or part of the works within the terminated contract to the Employer and
(or) the person designated by the Employer, including permanent work and project materials, as well as relevant work;

(7) The Contractor will continue to perform the works under the contract that are not terminated;

(8) Before the settlement relating to termination of contract is completed, the Contractor shall not evacuate and (or) remove
its machines, equipment, facilities, revolving materials and other materials from the site, unless the Employer agrees.

18.1.4 Settlement on Termination Date

According to Article 18.1.2, after the Contractor receives the notice of terminating the contract or part of the works under the
contract, the Employer will immediately negotiate and agree on the project amount which has occurred with the Contractor,
including prepayment under Article 14.3, project progress payment under Article 14.4, the amount regarding adjustment to
contract  price  under  Article  13.7,  temporary  deduction  of  the  warranty  fund  for  defeats  liability  under  Article  14.5,  claim
payment under 16.2,  payment of supplemental  agreement of this contract,  and any increased or decreased payment hereof.
The contact payment upon negotiation of the parties shall be taken as the settlement data on termination date.

18.1.5 Settlement after Termination

(1) According  to  the  settlement  data  on  termination  date  under  Article  18.1.4,  the  parties  shall  settle  the  balance  of
receivables and payables.  Thereafter,  the Employer shall return the performance guarantee submitted by the Contractor
according  to  Article  14.2.1  to  the  Contractor.  Also,  the  Contractor  shall  return  the  payment  guarantee  submitted
according to Article 14.2.2 to the Employer.
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(2) If there is any prepayment not yet deducted when the contract is terminated, the Employer shall make relevant deduction
according  to  the  provisions  of  deduction  of  prepayments  under  Article  14.3.3.,  and  thereafter  return  the  prepayment
guarantee submitted according to the contract to the Contractor.

(3) The Employer is entitled to deduct any remaining receivables balance from the performance guarantee submitted by the
Contractor under Article 14.2.1, and will return the performance guarantee to the Contractor thereafter.

(4) If  there is  any uncollected amount after  the Employer  make the above deduction according to the above provisions,  or
any  remaining  receivables  balance  when  the  contract  does  not  agree  submission  of  any  performance  guarantee  and
prepayment  guarantee,  the Employer  may retain  the machines,  equipment,  facilities  and revolving materials  etc.  of  the
Contractor in an amount equivalent to the receivables to offset the above amounts.

18.1.6 Evacuation of the Contractor

(1) Evacuation  in  case  of  termination  of  the  entire  contract.  According  to  Article  18.1.5  (4),  the  Contractor  is  entitled  to
remove the machines by itself, equipment and facilities from the site, which are not used for offset. The Contractor shall
bear  the  costs  for  removing  or  dismantling  the  temporary  facilities.  The  Employer  will  provide  necessary  conditions
therefor.

(2) Evacuation  in  case  of  partial  termination  of  the  contract.  When  the  Contractor  receives  the  notice  of  the  Employer  to
evacuate from the site, it shall dismantle and remove such excess machines, equipment and facilities from the site at its
own  cost  (excluding  the  machines  etc.  for  offset  under  Article  18.1.5  (4)).  The  Employer  will  provide  necessary
conditions therefor.

18.1.7 Right to continue to construct  the project  after  termination.  The Employer may continue to complete the project  or entrust
other contractors to continue to complete the project. The Employer and other contractors are entitled to use the handed-over
permanent project materials, and the design documents, implementation documents and data prepared for the project by the
Contractor, and use the facilities, machines and equipment retained for offset under Article 18.1.5 (4).

18.2Termination by the Contractor

18.2.1 Termination by Contractor. Based on the following reasons, the Contractor is entitled to give written notice to the Employer
and terminate the contract, provided that it will notify the Employer of termination 15 days before terminating the contract:
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(1) the Employer delays payment for no less than 60 days, or the Employer fails to notify resumption of work within 180 day
after the Contractor requests for resumption of work under Article 4.6.4;

(2) the  Employer  materially  fails  to  perform  its  obligations  under  the  contract  and  thus  cause  the  Contractor  to  suspend
working for no less than 30 days;

(3) The Employer fails to submit the payment guarantee as stipulated in Article 14.2.2;

(4) Force  majeure  events  under  Article  17  occur,  and  cause  the  performance  of  contract  main  obligations  hereunder
impossible or unnecessary;

(5) The Employer goes into bankruptcy, winding up or liquidation, or there is any circumstance indicates that the Employer
will go into bankruptcy and (or) liquidation, or the Employer is unable to pay the contract price.

Where  the  Employer  makes  contract  payment  subsequently,  or  agrees  to  resume  work  or  continues  to  perform  its
obligations  or  provides  payment  guarantee  after  the  Employer  receives  the  notice  of  termination  from  the  Contractor
under  item  (1),  item  (2)  and  item  (3)  of  this  paragraph,  the  Contractor  shall  arrange  as  soon  as  possible  and  resume
normal working. If any critical path is thus delayed, the completion date will be extended accordingly; the Employer will
bear any costs thus incurred additionally by the Contractor.

18.2.2 The Contractor is entitled to cease and must carry out the following works after it issues the termination notice:

(1) Stop all further works, except those for protecting life, property, project safety, clearing and necessary works;

(2) Hand over the completed permanent works and project materials provided by the Contractor (including those stored on
the site, ordered, being processed, being transported, arrived at the site and to be handed over on site). Before such hand-
over,  the  Contractor  is  obliged  to  take  care  of,  maintain  and  preserve  the  completed  works  and  project  materials
purchased;

(3) Hand  over  design  documents,  drawings,  documents,  operating  manuals,  construction  organization  design,  quality
inspection data and completion data etc. that are paid, completed and to be completed. Upon request by the Employer, the
Contractor shall hand over to the Employer relevant design documents, drawings and materials completed and unpaid at
the agreed time after it makes payment at agreed price.

94



(4) Submit to the Employer all the subcontracts and explanations of their performance at the cost of the Employer.

(5) Upon  request  by  the  Employer,  the  Contractor  shall  transfer  the  subcontract  to  the  Employer  and  (or)  the  person
designated by the Employer, including permanent works and project materials, as well as relevant works;

(6) Destroy all information and backup of relevant data and materials provided by Employer within the documents retained
by the Contractor.

18.2.3 Settlement Documents on Termination Date

According to Article 18.2.1, after the Employer receives the notice of terminating the contract, it shall immediately negotiate
and  agree  on  the  project  amount  with  the  Contractor,  including  prepayment  under  Article  14.3,  project  progress  payment
under Article 14.4, payment regarding adjustment to the contract price under Article 13.7, temporary deduction and payment
of  the  warranty  fund  under  Article  14.5,  claim  payment  under  Article  16.2,  payment  of  supplemental  agreement  of  the
contract,  and  any  increased  or  decreased  payment  under  any  provision  hereof,  as  well  as  the  costs  for  the  Contractor  to
dismantle  the temporary facilities  and machines and equipment  and remove them to the place of its  enterprise  (evacuation
costs will be borne by the Contractor in case of force majeure events under Article 18.2.1 (4)). The contract payments upon
negotiation of the parties shall be taken as the settlement basis on termination date.

18.2.4 Settlement after Termination

(1) According  to  the  settlement  data  on  termination  date  under  Article  18.2.3,  the  parties  shall  settle  the  balance  of
receivables  and  payables  when  terminating  the  contract.  Thereafter,  the  Contractor  shall  return  the  payment  guarantee
submitted by the Employer according to Article 14.2.2 to the Employer. Also, the Employer shall return the performance
guarantee submitted by the Contractor according to Article 14.2.1 to the Contractor.

(2) If  there  is  any  prepayment  not  yet  deducted  when  the  contract  is  terminated,  the  Employer  may  make  deduction
according to the provisions regarding deduction of prepayment under Article 14.3.3. Thereafter the Employer shall return
the prepayment guarantee submitted by the Contractor according to the contract to the Contractor.

(3) If  the  Contractor  has  other  uncollected  receivables  when the  contract  is  terminated,  it  may deduct  relevant  receivables
balance from the payment guarantee submitted
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by the Employer under Article 14.2.2. Thereafter the Contractor shall return the guarantee to the Employer.

(4) If  the  Contractor  has  other  uncollected  receivables  when  the  contract  is  terminated,  and  the  contract  did  not  agree  to
provide  that  the  Employer  shall  submit  payment  guarantee  according  to  Article  14.2.2,  the  Employer  shall  pay  the
outstanding amount and interest at the rate of similar loan for the same period issued by the People’s Bank of China, as
from the next day after the settlement documents on termination date agreed by the parties according to Article 18.2.3. If
the  Employer  fails  to  pay  within  60  days  thereafter,  the  Contractor  is  entitled  to  resolve  such  matter  according  to  the
provisions of Article 16.3 relating to dispute and arbitration.

(5) If  the  Contractor  has  a  balance  of  payment  that  is  unable  to  pay  to  the  Employer  when  the  contract  is  terminated,  the
Employer is entitled to settle according to Article 18.1.5 (2) to 18.1.5 (4) relating to settlement after termination.

18.2.5 Evacuation of the Contractor. After termination, the Contractor shall evacuate all other materials, machines, equipment and
facilities from the site, except for those for safety.

18.3Matters after Termination

18.3.1 Payment agreement remains valid

After  the  contract  is  terminated,  the  provisions  relating  to  settlement  of  contract  termination  by  the  Employer  or  the
Contractor, and payment after settlement will remain effective, until settlement of contract termination is completed.

18.3.2 Dispute over Termination

If  either  party  raises  any  objection  to  the  termination,  or  the  settlement  on  termination  date,  the  parties  shall  resolve  the
dispute through friendly negotiation. If negotiation fails, or either party does not accept friendly negotiation, the provisions of
Article 16.3 relating to dispute and arbitration shall apply.

19. Effectiveness and Termination

19.1Effectiveness

The Contract is effective when the conditions precedent agreed in the agreement are met.

19.2Copies of Contract

The copies of the Contract original and counterpart, and the number of copies to be held by the parties, are agreed in the Special
Terms.

19.3Post-Contract Obligations
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When the Contract terminates, the parties will follow the principle of good faith to perform the obligations of notice, assistance,
confidentiality etc.

20. Supplementary Provisions

Any specific provision of, addition or amendment to the General Terms by the parties are set forth in the Special Terms.

Part III Special Terms

Article 1 General Provisions

1.1 Definitions and Interpretations

1.1.5 The following content is added to Article 1.1.5 of General Terms:

Employer: Chongqing Alpha and Omega Semiconductor Limited

1.1.6 The following content is added to Article 1.1.6 of General Terms:

Contractor: The IT Electronics Eleventh Design & Research Institute Scientific and Technological Engineering Corporation
Limited



1.1.10 The following content is added to Article 1.1.10 of General Terms:
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Supervisor: To be determined

1.1.14 The following content is added to Article 1.1.14 of General Terms:

Permanent Works: refer to the works within the scope of the design and construction drawings and other works .

1.1.15 The following content is added to Article 1.1.15 of General Terms:

Single Works: the works specified in the construction drawings of the Project.

1.1.16 The following content is added to Article 1.1.16 of General Terms:

Temporary  Works:  refer  to  water  supply  works  for  construction,  construction  lighting  works,  office  area,  dormitory  and
living area constructed for completing the permanent works agreed in the Contract and for safe and civilized construction.

1.1.32 The following content is added to Article 1.1.32 of General Terms:

Reference Date: means the effectiveness date of the Contract.

1.1.48 The following content is added to Article 1.1.48 of General Terms:

Defect Liability Period: subject to the work quality warranty period in the work quality warranty form (see the work quality
warranty form in the Annex).

1.1.53 Permanent Land Occupation: refers to the permanent land occupation scope required for the implementation of the Contract
Project, accompanying with the land acquisition drawings. Boundaries and coordinates of the land acquired shall be marked on the
land acquisition drawings.

1.1.54  Temporary  Land  Occupation:  refers  to  the  scope  of  temporary  land  occupation  required  for  the  implementation  of  the
Contract  Project,  including  the  scope  of  temporary  land  occupation  in  the  drawings  for  the  Contractor  to  use  and  the  scope  of
temporary land occupation required by the Employer to implement the Contract. Programs for single works shall be prepared by the
Contractor under special circumstances and can be used upon written approval by the Supervisor and the Contractor. The Contractor
shall take into account any costs thereby incurred in the consolidated total price and shall not claim such costs against the Employer
unless the Employer agrees in writing otherwise.

1.1.55 Concealed Works: the construction materials, components, parts or other materials of a building or structure which are buried
and covered in other objects during the construction and cannot be seen, such as building base, concrete iron, components and parts
for water and power, base of equipment and other segment of a work.

1.2 Contract Documents
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1.2.1 Composition of Contract Documents. The contract documents are interpreted and explained by each other. The contract
documents include the following:

(1) Agreement

(2) General Terms

(3) Special Terms

(4) Annexes

(5) Design Documents, Technical Documents and Drawings

(6) Supplementary Agreement (if any)

In the above documents, the Special Terms take priority over the General Terms. If there is any ambiguity or conflict among the
documents, the document formed later shall prevail.

The memorandum, supplementary documents, modification, negotiation or other written documents signed by the authorized
representatives of the parties during performance of the Contract shall constitute a part of the Contract.

1.2.2 Were the provisions of the contract documents are ambiguous or conflict with each other, the parties will negotiate to resolve
such issues, provided that the work shall not be affected. If the parties fail to reach a consensus upon negotiation, the issues shall be
resolved according to the provisions of Article 16.3 relating to dispute and resolution.

1.3 Language

Chinese will be used except this Contract provides otherwise.

1.4 Applicable Law

Article 1.4 of General Terms is amended as follows:

The laws, administrative regulations, local laws and regulations (excluding laws, administrative regulations, departmental rules of
the People’s Republic of China; including local laws and regulations; where local documents have any conflict with national laws
and regulations, the latter shall prevail) that shall be expressly indicated by the parties to the Contract: the national and local laws
and regulations applicable to this Project. If there is any update of such laws and regulations, the updated versions shall prevail.

After the reference date, if the Contractor’s fees change due to change of any law, the Employer and the Contractor shall negotiate to
decide whether the contract price should be adjusted. If a key part of the work is delayed due to change of law, the Employer and
Contractor shall negotiate to decide whether to adjust the work period.

1.5 Standards and Norms
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1.5.1 Applicable standards, norms (name): national standards, industry standards and the standards of the place where the project
locates applicable to design, construction and acceptance check of the Project.; for clean room (“C/R”), ultrapure water supply
system (“UPW”), large and special gas transmission system (“TGSS”), chemical dispense system (“CCSS”) and other special
systems, if there is no national standards in the industry, the international standards shall be referenced (the versions of all standards
are as of the effectiveness hereof).

1.5.3 Article 1.5.3 of General Terms is amended as follows:

Where there are no express standards or norms, the Employer will provide the technical requirements to the Contractor at the time
agreed in the Special Terms. The Contractor shall submit the implementation measures according to the agreed time and technical
requirements, and implement such measures upon the approval of the Employer.

1.5.4 Article 1.5.4 of General Terms is amended as follows:

After the reference date, if the Contractor’s fees change due to change of any statutory norms and standards, the Employer and the
Contractor shall negotiate to decide whether the contract price should be adjusted. If a key part of the work is delayed due to change
of any statutory norms and standards, the Employer and Contractor shall negotiate to decide whether to adjust the work period.

1.7 Documents of the Contractor

1.5.1 Design Documents provided by the Contractor

Number of copies and submission time of design documents, data and drawings submitted in the design phase:

Number of paper copies shall be ensured to meet the needs of actual use and electronic version shall be provided; submission time:
as required by progress.

Number of copies and submission time of design documents, data and drawings submitted in the preliminary design phase:

Number of paper copies shall be ensured to meet the needs of actual use and electronic version shall be provided; submission time:
as required by progress.

Number of copies and submission time of design documents, data and drawings submitted in the technical design phase:

Number of paper copies shall be ensured to meet the needs of actual use and electronic version shall be provided; submission time:
as required by progress.
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Number of copies and submission time of design documents, data and drawings submitted in the design phase of construction
drawings:

Number of paper copies shall be ensured to meet the needs of actual use and electronic version shall be provided; submission time:
as required by progress.

The above paper documents submitted by the Contractor shall be bound in accordance with the requirements of urban construction
archives of Chongqing, and the Contractor shall ensure the number of copies meet relevant requirements.

The Contractor shall provide the Employer with the list of work quantity priced according to the construction plan confirmed by the
Employer within 15 working days after the Employer confirms the construction plan.

1.7.2 Project Documents and Materials Provided by the Contractor

Construction organization design, construction plan for single works, safety emergency plan, progress plan, monthly report and plan,
weekly report and plan, data of completion and construction plan due to engineering change during the construction process, relevant
information of construction price change involved in construction process, relevant information required for quality recognition and
price verification, complete completion and settlement information, and a set of technical manual, and a package of operation and
maintenance manuals prepared for the Employer.

1.8 Contact

1.8.1 Delivery and Receipt of Correspondence

Time limit of correspondence delivery: The delivery time of all documents shall conform to the provisions of Article 1.7 of this
Contract, and the formalities for receipt shall be handled. Failure of signing for receipt on time shall be deemed that the documents
are not served within the prescribed time. The place of delivery shall be the on-site offices of the Project of the Employer, the
Supervisor and the Contractor.

1.8.2 Service of Valid Legal Documents

With respect to correspondence and other valid legal documents (including litigation documents), the effective service address of the
Employer shall be:

Room 205, No. 117 Yunhan Avenue, Shuitu High-Tech Industrial Park, Beibei District, Chongqing, China, or other correspondence
address designated by the Employer in writing

Either of the Contractor's on-site office or the Contractor's industrial and commercial registration place (the address indicated by the
National Enterprise Credit Network at the time of service shall prevail) that the Employer chooses shall be deemed a valid service.
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Delivery based on the above agreed address shall be deemed signed for receipt by the Employer/ Contractor; the rejection of receipt
by the Employer/ Contractor will not affect the effectiveness of service. If the Employer/ Contractor needs to change the agreed
delivery address, it shall provide the changed address in written form to the Employer/ Contractor. If the written notice of change is
not submitted, the original agreed address shall be the effective address.

2. The Employer

2.1 Principal Rights and Obligations of Employer

2.1.6 Provide Basic Information of the Project

Category, content, number of copies, and time for the Employer to provide the basic information of the Project: The Employer shall
provide the Contractor with the basic information in written or communication on site before the signing of the Contract.

2.1.7 Provide Construction Site

2.1.7.1 Requirements and completion time for the construction site to meet construction conditions: to meet the construction
requirements

2.1.7.2 Access time and requirements of the construction site and public roads: the Employer shall designate the location of off-site
roads. The Contractor is responsible for coordinating site entering and maintenance. The costs have been taken into account in the
total contract price. The Employer shall connect the construction water and electricity within the planning red line of the project
construction before single works start.

2.1.8 Time to provide engineering geological data and underground pipeline data: the Contractor can borrow such information
before signing of the Contract, but the information provided is for reference only. The Contractor shall carry out site survey after
entering the site, review the accuracy of the data in the light of the site status and confirm the review results. If the Contractor finds
that the information provided by the Employer may be mistaken, it shall timely notify the Employer in writing.

2.1.9 Work that the Employer entrusts the Contractor to handle: the Contractor shall bear corresponding costs for construction
management procedures according to relevant provisions. With respect to the certificates and licenses that shall be applied for in the
name of the Employer, the Contractor shall draft and draw up relevant formalities and documents and undertake actual delivery and
handling work. The Employer shall bear the official expenses in accordance with relevant regulations and assist the Contractor in
handling relevant work.

2.3 Supervisor
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2.3.5 Name of Supervisor: TBD

      Chief Supervisor Engineer: TBD

2.3.6 Duties and Powers of the Supervisor

2.3.6.1 Powers entrusted by the Employer to the Supervisor: control and supervision on the construction quality, progress,
investment, safe and civilized construction, contract implementation management, etc. of the Project. Acceptance checks on
concealed works and construction quality, coordination of project management, and measurement, initial examination and record of
the project volume and on-site signing and certificate.

2.3.6.2 Powers to be exercised upon prior approval by Employer: except for the powers entrusted in Article 2.3.6.1, the other powers
shall be exercises upon written authorization by the Employer, including but not limited to change of Project, and change of and
adjustment to Project price to be verified by the Employer, as well as change of the Contractor’s obligations, the delay in work
period, shut down or increase of costs. Notwithstanding any provisions in General Terms, when the Supervisor exercises any power
subject to approval by the Employer, it shall present the document or other lawful and valid evidence that it has obtained approval
from the Employer to exercise such powers.

2.3.6.3 In the course of construction, the Employer shall authorize the Supervisor to issue the Notice of Penalty for Breach for the
following acts to the Contractor:

(1) Any quality behavior is not standardized and is not corrected after requested by the on-site Supervisor;

(2) Any safety behavior is not standardized and is not corrected after requested by the on-site Supervisor;

(3) Any other circumstances occur which violate the provisions hereof, and which are not corrected after the supervisory persons on
site point out.

If the Contractor fails to raise any objection within [3] days after it receives the notice of breach penalty issued by the Supervisor, it
will be deemed that the Contractor has accepted the penalty, and the Employer is entitled to directly deduct such penalty from its
payables.

3.2.3 Supervisory Persons

The Chief Supervisor Engineer has no right to authorize or delegate its power to make decisions according to corresponding terms in
the Contract to other supervisory persons.

2.3.7 Supervisor's Approval

The Supervisor’s failure to impose penalty on the Contractor’s any breach of any contractual responsibilities and obligations relating
to quality, safety and key milestones of
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the Project does not affect the Supervisor or the Employer to impose penalty on such violations or other violations of the Contractor
at any time thereafter in strict accordance with the Contract, nor mean that the Employer waives any rights and compensation claims
against the above-mentioned breach related to the Employer as agreed in the Contract.

2.4 Safety Guarantee

2.4.1 Article 2.4.1 of General Terms is amended as follows:

The Contractor shall coordinate and deal with the safety protection of the existing facilities and adjacent aboveground and
underground buildings and structures, ancient and rare trees, relics and tombs on the construction site, and protect the normal order
around the site. The costs shall be resolved by the parties through negotiation.

2.4.3 Article 2.4.3 of General Terms is amended as follows:

Where this Contract does not provide, the parties may sign another entrustment contract attached hereto as an annex, if the Employer
requests for any change involving the main structure of the building or the bearing structure, or for any renovation involving material
process variation after the completion of the main structure or the main device of the Project.

2.5 Security Responsibility

2.5.3 Article 2.5.3 of General Terms is amended as follows:

The Contractor shall be responsible for the security within the red line of the Project. In respect of the area occupied by the
Employer exclusively according to the Contract, and the accepted single work and other work within the red line, the Employer may
prepare rules for security and arrange security personnel based on its needs to supplement the Contractor’s security measures, and
shall bear the costs arising therefrom. However, the supplemental arrangement of the Employer shall not relieve or reduce the
Contractor’s security responsibility. If the Employer suffers any expenses or losses in the exclusively occupied are or the accepted
single work due to its own fault, the Contractor shall only assume relevant liability to the extent of the insurance coverage.

3. The Contractor

3.1 Principal Rights and Obligations of the Contractor

3.1.5 Article 3.1.5 of General Terms is amended as follows:

If the change of the Employer’s project causes increase in costs or delay in key part of work to the Contractor, the Contractor is
entitled to request the Employer to increase the cost and/or postpone the completion date.
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3.1.6 Accurately understand this Contract and the requirements of Annex I (Requirements and Specifications for Buildings and
Installations), and design. Complete the program design, technical design and construction drawing design, conduct construction
until completion, qualified in acceptance check and delivery to the Employer. All links in the whole process shall be approved by the
Employer. To achieve: upon completion of construction of the Project according to the design drawings, the Employer does not need
to carry out any modification on the transferred buildings and facilities (other than the modification proposed by the Employer) and
can start production after the acceptance of the Project in accordance with the standards and norms agreed in the Contract, namely
turnkey project.

The quality of any parts or items of the Project shall comply with the requirements of both parties. If the quality does not conform to
the requirements, the Contractor shall rework within the time limit specified by the Employer at the cost of the Contractor. The work
period will not be extended. If after successful inspection and test, any quality issue arises due to the Contractor’s reason, the
Contractor shall rework within the time limit specified by the Employer at the cost of the Contractor. The work period will not be
extended. If the Contractor fails to complete within the above time limit, the Employer is entitled to entrust a third party to remedy,
and the costs thus incurred by the Employer shall be assumed by the Contractor.

The Contractor shall carry out the schematic design, technical design, construction plan design, construction until completion, and
purchase and installation of equipment and device and other sections only after the Employer reviews, agrees or confirms in writing.
The confirmation of the Employer shall not relieve the Contractor’s liability for Project design according to this Contract. The
Employer shall reply in writing within [3] days after it receives the written notice of the Contractor. If the Employer fails to reply
timely, the Contractor shall immediately notify in writing the highest principal of the Employer on the site. If the principal fails to
reply any opinion or time of reply within [2] days after he/she receives the above notice, it will be deemed that the Employer has
confirmed the proposal raised by the Contractor. If the Contractor starts any work without the Employer’s written consent, the
Employer is entitled to refuse paying for such work. If the Employer further suffers any loss therefor, the Contract shall assume
corresponding liability.

3.1.7 The time and place for connecting the water and electricity for construction to the construction site: The Contractor shall
determine the water and electricity ports in the construction site at its own discretion and connect the water and electricity it needs to
the construction site on its own. The required expenses are already considered in the total contract price.
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Conditions provided by the Contractor for others: the Contractor shall be responsible for implementing construction or protection of
the roads accessing to the construction site, improvement of traffic signage and signal equipment, and waste land and provide such
conditions to other construction units of the Project, and the costs therefor have been included in the total contract price.

3.1.8 The Contractor's obligations regarding coordination, cooperation and management:

a. Coordinate the daily work and provide progress requirements for all subcontracting works (including the Employer’s
subcontracting works) on a monthly basis; the Contractor shall perform obligations regarding management, coordination,
cooperation, taking care and service on the third parties who implement works related to the Contract in the construction site or in
the vicinity of the construction site. The resulting costs are considered to have been included in the total contract price.

b. The Contractor shall also provide possible conditions for other persons other than the Contractor, to implement other works
related to the Contract in the construction site or in the vicinity of the construction site according to the instructions of the
Supervisor.

c. The Contractor shall take all other possible measures to manage subcontractors scientifically and reasonably within the scope of
the Contract.

3.1.9 Conditions to be provided by the Contractor for others, costs possibly incurred, and their treatment: the costs possibly incurred
to the Contractor for providing the following conditions are included in the aggregate price and will not be taken separately,
including but not limited to:

(1) The Contractor shall provide necessary office and accommodation free of charge for engineers assigned by the Employer and the
supervising unit and other accommodation, equipment and services required by the Employer, like that the Contractor provides
office space accommodating 55 persons, 2 fixed meeting rooms, and onsite sample sealing room , other equipment and service, etc.

(2) Narrow construction site causes removal of the provisional construction and clean-up and transport of construction waste
generated therefrom; site formation for temporary facilities, laying and repair of temporary roads on the construction site, off-site
land rental and transportation costs;

(3) Costs for loss and increase of a variety of materials and equipment (including revolving material) arising from crashing schedule
within the contract period, other measure expenses for guaranteeing the contract term to be met;
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(4) Costs for reservation, filling and stuffing up cracks of pipeline holes, connection and filling of metal components and walls,
stuffing up cracks of casing pipes, and slotting and grooving ditch for buried pipelines, and relevant repair costs;

(5) Costs for protection of all finished construction products, security for site production area and living area, water and power
outage measures, construction site cleaning and construction waste transport (including dumping, stacking and processing);

(6) Costs for environmental protection measures for construction noise, construction site sanitation, flood prevention and wind
protection measures, maintenance of traffic increase, other civilized site measures, and other construction technique measures, and
the costs for meeting the requirements of the local authority regarding on-site civilization, as well as the costs for meeting the quality
and work period agreed in the Contract.

 (7) Construction of water supply, power supply, natural gas, telecommunications and other facilities. The Contractor shall actively
cooperate at the scene.

The Contractor shall, in consultation with the subcontractors and independent construction units, settle general contracting service
fees for coordination, cooperation and management of the subcontractors and independent construction units.

3.1.10 Other obligations of the Contractor (whose costs are included in the consolidated totals and will not be separately charged by
the Contractor against the Employer):

(1) Submit monthly reports and progress plans on time.

(2) Responsibilities and requirements: Responsible for the construction safety and security and non-nighttime construction lighting
and other relevant obligations according to the requirements of construction administrative departments and relevant departments,
and provide corresponding facilities to protect the public safety.

(3) Responsible for handling the procedures regarding construction site traffic, sanitation, construction noise control and blasting
detection according to requirements of construction administrative departments of Chongqing and relevant departments.

(4) In case of any resistance and harassment against construction and so on in the construction process, the Contractor shall first
actively respond and start the security and sub-district contact mechanism. The Contractor shall handle such situations on its own
under normal circumstances. The Contractor shall not stop working without the Employer's permission.

(5) If the Contractor is required to cooperate with other works subcontracted by the Employer, the Contractor must cooperate with
and coordinate the construction of other sub-
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works under the premise that the Contractor meets the requirements of the Employer, in order to ensure the smooth construction of
the whole project.

(6) The Contractor shall settle all types of insurance under its responsibility according to the regulations and bear corresponding
costs.

(7) Take strict protective measures and bear all the responsibility and resulting costs caused by accidents due to poor safety measures
according to relevant provisions.

(8) Requirements for access to water and electricity, and supply of water, electricity and communication lines required for
construction: The Contractor shall solve the water supply for living, office and production. The Employer designates water and
electricity ports which shall be connected by the Contractor to the construction site. The Employer shall bear relevant expenses for
facilities and equipment of the high-voltage side of electricity for construction. The Contractor shall bear relevant expenses for
facilities and equipment of low-voltage side of electricity; at the same time, the Contractor shall guarantee the domestic water and
electricity for the supervising engineer, and the construction water and electricity for the project etc.

(9) The project team members of the Contractor must be consistent with the materials for qualification examination. The project
manager or technical director shall work for not less than 22 days monthly, and, except for national holidays, shall not leave the
construction site at the same time without permission of the Employer. The Employer is entitled to check on work attendance of the
project team. If any absenteeism is found, the Employer shall receive the liquidated damages in accordance with the following
provisions: the project manager or the technical director shall pay a penalty of [ ***] per absentee day without the Employer’s
consent. Double compensation will be paid for a total of 8 absentee days and above monthly. Where the project manager or technical
director leaves his/her position, he/she shall ensure a substitute to be in position.

(10) The Contractor shall guarantee the quality of fire installation works and ensure that the fire protection project can pass the
acceptance check from the fire management department once only; it shall also be responsible for coordinating the relationship with
the fire management department, handling relevant procedures and assisting other sub-contractors (if any) designated by the
Employer in passing acceptance check on the fire protection project. If the fire protection acceptance is not passed once for all, the
Contractor shall

rework at its own cost until passing the acceptance. The work period will not be extended. If any loss thus caused to the Employer,
the Contractor shall assume corresponding liability.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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(11) If the Contractor is required to construct necessary protection measures for

underground gas pipelines, the related expenses shall not be assumed by the Contractor.

3.1.11 Other Work to be done by the Contractor Agreed Upon by the parties:

If the Contractor destroys any young crops, flowers, trees, houses, structures and pipelines outside the red line of the construction
site, it shall be responsible for relevant restoration and compensation;

The Contractor shall be responsible for all the problems and all related costs arising from it in the course of construction, including
but not limited to disturbing residents, safety, firefighting, security, traffic, municipal administration, power supply, water supply,

environmental protection, artillery damage and peripheral relations. The possible costs have been taken into account in the total
contract price, without separate billing.

The Contractor shall be responsible for the settlement of the transport and dumping of the production and domestic waste, and
strictly implement the requirements of the Notice of the People's Government of Chongqing on the Implementation of Closed
Transportation of the Easily Spilled Material in the Main City Zone (Municipal Government Order No. 164). Throughout the
construction process, the Contractor has the obligation to assist the Employer’s coordination with relevant departments, units and
individuals. The possible costs have been taken into account in the total contract price, without separate billing.

The Contractor shall be responsible for the safety and security work at the site, in order to avoid public security accidents.

It shall also be responsible for the drainage and precipitation measures that shall be taken in the construction term for various
reasons.

3.1.12 Performance Guarantee

3.1.12.1 Form and Amount of Performance Guarantee

The Contractor shall, within 21 days after signing the Contract, submit the performance guarantee to the Employer, including 1)
issuing the bank performance guarantee in an amount of [***] of the total contract price [***] in the form of the Annex; and 2)
paying the deposit for wages for migrant workers by the parties according to the regulations of the government.

3.1.12.2 The Term of Validity of the Bank Guarantee

See the form of bank guarantee in the Annex.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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3.1.12.3 Return of the Performance Guarantee

The refund of the performance guarantee shall be made according to the provisions of the bank performance guarantee. The cash
part will be refunded without interest after the

Contractor's handling personnel completes the procedures of refunding cash deposit of wages for migrant workers by submitting the
personnel’s ID card, the power of attorney of the legal person of the unit and other related documents to the Construction Bureau of
the Administrative Committee of Liangjiang New District.

3.2 Project Manager (Representative of the Contractor) and Responsible Persons of Single Works

3.2.1 Article 3.2.1 of General Terms is amended as follows:

Name: [***] : Title: Project Manager

If the project manager or technical director is not competent (project quality, progress and safety and civilized construction fail to
meet the requirements of relevant terms of the Contract), or not actively cooperate with the engineers assigned by the Employer
(fails to implement instructions of the engineers, etc.) or fails to permanently stay in the construction site (less than 22 days/month,
except for special circumstances such as national holidays, or sick (with the sick leave note issued by the public hospital) etc.), is not
qualified to do its job, misconducts or neglects its duty, the Employer is entitled to request the Contractor to replace the project
manager or technical director without any conditions. Where the Contractor replaces the project manager or technical director, it
shall obtain prior written consent of the Employer. The newly-assigned person must have the same or more qualification and
experience. The Contractor's project manager and responsible persons of single works shall conform to the Contractor's committed
personnel and shall arrive at the confirmed commencement date. The project manager shall not concurrently be the project manager
of any other project before the Supervisor issues to the Contractor the acceptance certificate. The Contractor shall not replace the
project manager without the written permission of the Employer. The details of the Contractor's project manager shall be stated in
the Contract including name, title, ID number, practicing qualification certificate number, registration certificate number, practicing
seal number and number of the safety production examination certificate.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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The Employer will receive the penalty of [***]/person from the contracting unit for each replacement of the project manager and a
responsible person of single works without the Employer’s consent. The penalty will be deducted from the amount payable by the
Employer. The Employer may order the Contractor to correct. If the Contractor fails to correct within 5 days after it receives the
notice of correctness, the Employer will impose the penalty of [***]/person. If the Contractor fails to correct within 14 days, the
Employer is entitled to immediately terminate this Contract.

3.2.3 Article 3.2.3 of General Terms is amended as follows:

If the Contractor needs to replace the project manager or technical director, it shall notify the Employer in writing 14 days in
advance, and shall obtain the consent of the Employer and file with the construction administrative department. The succeeding
project manager shall continue to perform the duties and powers set forth in Article 3.2.1. The Contractor shall not replace the
project manager without the Employer’s written notice. If the Contractor replaces without consent of the Employer, it shall assume
the liability for breach of contract according to the Special Terms.

3.2.5 Specific item person in charge

Name: [***] Position: Design Director

Name: [***] Position: Construction Director

At least 1 designer of each domain, 1 registered architect, a registered structural engineer, 1 registered cost engineer, 1 registered
public equipment engineer of each domain (water supply and drainage, HVAC), and 2 registered electrical engineers (strong
electricity and weak electricity each). The person in charge of each domain of the project shall be qualified as a registered engineer.
Each professional must have an intermediate or higher professional title.

At least 3 quality inspector (intermediate grade), at least 2 security officers, at least 2 material staff, at least 2 cost personnel, at least
6 construction workers (at least 2 of which have an intermediate or higher professional title of construction or related professional).

If the above persons do not meet the requirements of government regarding number, the Contractor shall supplement according to
the actual needs of the site and the government’s regulations.

The materials (including name, quantity, major) of the project team members provided by the Contractor before signing of the
Contract shall not be changed after approval by the Employer, without the Employer’s written consent.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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3.8 Subcontracting

3.8.1 Article 3.8.1 of General Provisions is amended as follows:

Content of subcontracting: the Contractor may only subcontract the parts of work previously approved by the Employer in writing.
The parts of work that may be subcontracted shall conform to the Administrative Measures for Subcontract of Construction of
Housing, Building and Municipal Infrastructure (Order No. 124 of Ministry of Construction) and relevant national documents . The
subcontractor shall have corresponding qualification. The Contractor shall provide the qualification material to the Employer for
filing. Illegal subcontracting and transfer of contracting shall be prohibited.

If the Contractor illegally subcontracts or transfers contracting of the main work or key work hereunder, the Employer is entitled to
terminate this Contract, and to request the Contractor to pay liquidated damages of [***]/violation. The liquidated damages shall be
directly deducted from the payables.

4. Schedule, Delay and Suspense

4.1 Project Schedule

4.1.2 Catch up project schedule at its own cost

If the work schedule is delayed due to the Contractor’s reason, the Contractor is obligated, and the Employer has the right, to request
the  Contractor,  to  take  measures  at  its  own  cost  to  catch  up  the  project  schedule,  and  the  Contractor’s  liability  to  pay  liquidated
damages to the Employer according to this Contract shall not thus be exempted.

4.1.3 Adjustment to project schedule

If any of the following circumstances occurs due to the Employer’s reason, the completion date shall be postponed, and the project
schedule shall be adjusted:

(1) The Employer fails to provide the basic information of the Project and the onsite obstacle information according to Article 5.2.1,
or fails to pay according to the advance payment amount specified in Article 14.3.1, or the payment time specified in Article 14.3.2,
and thus causes the design starting date set  forth in Article 4.3.2 to postpone,  or the procurement  starting date set  forth in Article
4.4.2 to postpone, or the construction starting date to postpone.

The Provisions of (2) and (3) of General Terms shall remain unchanged.

(4)  Other  circumstances  where  the  parties  agree  that  the  completion  date  of  packaging  and  testing  plant  and  wafer  plant:  no
postponement,  except  for  any  force  majeure.  If  it  is  necessary  to  postpone,  the  parties  shall  negotiate  and  reach  a  consensus  in
writing.
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4.1.4 Article 4.1.4 of General Terms shall not apply. Thus the article shall be deleted.

4.1.5 Work commencement

The construction period will start when the Supervisor issues the work commencement order approved by the Employer in writing .
The Contractor shall start work on the work commencement date.

4.1.6 Completion

The completion date of the whole work shall be that indicated on the completion acceptance certificate issued by the Employer.

4.2 Design Schedule

4.2.2 Design Commencement Date

Article 4.2.2 of General Terms is amended as follows:

The  design  will  commence  on  the  day  following  the  date  when  the  Contractor  receives  the  project  basic  information  and  onsite
obstacle information provided by the Employer according to Article 5.2.1, and the advance payment according to Article 14.3.2.

4.2.3 Delay of design commencement date

Article 4.2.3 of General Terms is amended as follows:

If the design commencement date is delayed because the Employer fails to provide the basic design information, the onsite obstacle
information  or  other  information  according  to  Article  5.2.1,  or  fails  to  make  the  advance  payment  according  to  the  amount  and
payment  time  set  forth  in  Article  14.3.1  and  Article  14.3.2,  the  design  commencement  date  and  work  completion  date  shall  be
postponed. If the design commencement date is delayed due to the Contractor’s reason, the Contractor shall catch up the schedule
according to Article 4.1.2. The construction period will not be extended.

4.2.4 Delay of review period in the design stage

Article 4.2.4 (3) of General Terms is amended as follows:

(3) If the review by relevant design review department of the government takes more time than the time agreed herein not through
the  Contractor’s  fault,  the  completion  date  shall  be  postponed.  Any  costs  thus  caused  to  the  parties  shall  be  borne  by  the  parties
respectively.

4.3 Procurement Schedule

4.3.3 Delay in procurement

Article 4.3.3 of General Terms is amended as follows:
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If the procurement is delayed due to the Contractor’s reason, the Contractor shall be liable for the shut down and idle loss and the
delay of completion date, and shall catch up the schedule at its own cost. If the procurement is delayed due to the Employer’s reason,
and any key timeline is thus delayed, the completion date shall be postponed accordingly.

4.4 Construction Schedule

4.4.1 Schedule

The following provisions are added to Article 4.4.1 of General Terms:

4.4.1.1 The Contractor shall prepare the content of the construction schedule. The Contractor shall prepare the overall work plan and
decide the completion time of each single section according to the overall requirement and principle of the Employer regarding the
construction progress, to meet the Employer’s conditions for use.

The Contractor shall prepare the content of the construction plan. The Contractor shall prepare the construction plans for the overall
work and each part of the work according to the construction content, including the basic work, main work, installation work, water
proof work, plastering and brickwork, heat preservation and other construction plan for other single work which the Employer deems
necessary for the Project.

4.4.1.2 The period during which the Contractor shall submit the construction schedule and the construction plan:

1. Submit the work schedule completion report for current month and the basis for work schedule of next month on the 25 th day of
each month, and submit the schedule for next season and the work schedule completion report for this season in five copies (each the
Supervisor, Contractor and Employer holds one copy respectively) on the 25 th day at the end of the season. (Note: the work schedule
completion report must be filled out truthfully, and the schedule must ensure the work can be completed according to the time agreed
in this Contract.)

2. Submit the construction weekly report in four copies on each Thursday, including the completion information of last week and the
plan of this week.

3. Within five working days after the review and disclosure of drawings, submit the Employer the complete (optimized) construction
organizational design and the overall work progress plan, as well as the construction schedule for the year in three copies (affixed
with the common seal of the Contractor). The schedule must conform to the arrangement of the Employer with respect to the overall
schedule of the work, and be submitted to other parties required for a professional construction.

The  period  during  which  the  Supervisor  approves  the  documents  provided  by  the  Contractor:  the  Supervisor  shall  review  and
confirm the construction organizational design and schedule
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within [2] days after it receives such design and schedule. If it fails to so confirm, the Contractor shall immediately notify in writing
the  Employer’s  highest  principal  on  the  site.  If  the  principal  fails  to  reply  any  opinion  or  feedback  time  within  [1]  day  after  it
receives the notice, it will be deemed that the Employer has confirmed the plan submitted by the Contractor.

The Supervisor shall review and confirm the monthly schedule completion report and the schedule for next month within [2] days
after it receives the report and schedule. If it fails to so confirm, the Contractor shall immediately notify in writing the Employer’s
highest principal on the site. If the principal fails to reply any opinion or feedback time within [1] day after it receives the notice, it
will be deemed that the Employer has confirmed the plan submitted by the Contractor.

4.4.1.3 Work quality

The Contractor shall provide the work quality warranty measure documents when the construction plan is submitted.

The  Employer  is  entitled  to  select  and  examine  the  quality  of  the  work  completed  or  being  carried  out  by  the  Contractor  or  its
subcontractors.  If  any  nonconforming  circumstances  are  found,  the  Contractor  shall  immediately  correct  or  replace  relevant
subcontractor.

4.4.2 Delay in construction commencement

Article 4.4.2(2) of General Terms is amended as follows:

(2) If  the construction fails  to be commenced timely due to the Contractor’s  reason,  the Contractor  shall  give proper reasons,  and
shall take measures to commence construction as soon as possible at its own cost. The completion date will not be postponed.

4.5 Delay in Contractor’s Construction period

The following provisions are added to Article 4.5 of General Terms:

Except  for  the  reason  of  the  Employer  or  any  force  majeure  events,  the  Contractor  shall  be  liable  for  any  delay  in  construction
period. The formula of calculating the liquidated damages for delay in completion of packaging and testing plant or wafer plant is as
follows:

If the completion of the packaging and testing plant or the wafer plant is delayed due to the Contractor’s reason, and the work cannot
be completed before the agreed completion date in the Contract, the Contractor shall assume the liability of breach of contract. If the
delay is less than 30 days, the Contractor shall pay liquidated damages at [***] of the total contract price for each day delayed. If the
delay is from [***], the Contractor shall pay liquidated damages at [***] of the total contract price for each day delayed. If the delay
is  no  less  than  [***],  the  Employer  is  entitled  to  terminate  this  Contract  in  writing,  or  demand  the  Contractor  to  pay  liquidated
damages at [***] of the total contract price for each day delayed. If the Employer
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elects to terminate this Contract, the Contractor shall withdraw from the site unconditionally, and assume the liability for breach of
contract. If the loss incurred by the Employer from termination of this Contract exceeds the liquidated damages, the Contractor shall
compensate for the loss according to law.

Compensation limit: up to [***].

Other circumstances where the parties agree to postpone the completion date of the packaging and testing plant or the wafer plant. If
any of the following circumstances occurs,  upon approval by the Employer,  the construction period will  be extended accordingly,
and a written notice will be sent to notify the period extended (which shall be confirmed by the project manager of the Contractor,
the engineer of the general Supervisor, and the project principal of the Employer within one month after the delay occurs. Any notice
beyond the above one-month period shall be void.):  (1) the key work of the key line in the network plan of Project is delayed for
more than 48 hours due to any material change of design caused by the Employer; (2) if a delay is required due to any force majeure
event, both parties shall negotiate; (3) if a delay is required due to government’s reason, the parties shall negotiate.

4.6 Suspense

4.6.6 Suspense caused by the Contractor

Article 4.6.6 of General Terms is amended as follows:

The Contractor shall be liable for the loss, damage and delay of completion date arising from the suspense of any work or part of
work caused by the Contractor, and shall compensate the Employer’s loss arising therefrom.

4.6.8 Other circumstances where the Contractor shall be liable for suspense of construction. Except for any suspense of construction
caused by shutdown of water or power for 48 hours or less within a week, or any suspense caused by the administrative orders issued
by  the  traffic  administration,  environment  protection  administration,  municipal  greening  administration  or  other  administrations
other than due to the Contractor’s reason, the construction period will not be extended. The Contractor shall not perform any act of
suspension, lay-out, sabotage, etc. which does not actively perform the construction obligations without justifiable reasons. If any of
the above acts occurs, taking 24 hours a day as a unit of calculation, the Contractor shall pay the Employer a penalty in the amount
of [***] per day, and the construction period shall not be postponed.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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4.6.9 Liability for suspense of construction by the Employer

If the work is suspended due to the Employer’s reason, the time for resumption of work shall be notified by the Employer in writing.

If the construction period is delayed due to suspense notified by the Employer (subject to the written documents confirmed by the
Employer),  the  Contractor  is  entitled  to  request  the  Employer  to  postpone  the  construction  period,  the  details  of  which  shall  be
negotiated otherwise by the parties.

5. Technology and Design

5.1 Production Technology; Architectural Design Scheme

5.1.2 Technology and/or architectural design scheme provided by the Employer

Article 5.1.2 of General Terms is amended as follows:

If the Contractor provides the production process technology (including patent technology, know-how, technology package) and / or
architectural  design  scheme  (including  general  layout,  functional  partition,  architectural  modeling  and  main  structure,  or  the
architectural  design  scheme  the  Contractor  commissions  a  third  party  design  unit  to  provide),  it  shall  be  responsible  for  such
technology,  technical  data,  technical  conditions,  software,  analysis  manual,  operational  guidance,  equipment  manufacturing
guidance and other documents and information of the Contractor, the Employer’s requirements and/or the overall layout, functional
partition,  architectural  modeling  and  main  structure,  or  the  architectural  design  scheme  the  Contractor  commissions  a  third  party
design unit to provide.

The Employer  is  obliged to  direct  and examine the  production process  design and /  or  the  architectural  design carried out  by the
Contractor in accordance with the information provided by the Employer, and shall confirm. The Employer 's confirmation does not
relieve the Contractor of the responsibility for engineering design and other issues in accordance with this Contract. The guarantee
value  of  review of  the  trial  operation  of  the  work  and/or  a  single  work,  or  the  use  and  functional  guarantee  notes,  as  well  as  the
review responsibilities of  the parties shall  be set  forth in the Special  Terms,  and act  as the basis for evaluating the trial  operation
review and review responsibilities of the Employer according to Article 10.3.3.

5.2 Design

5.2.1 Obligations of the Employer

Article 5.2.1 of General Terms is amended as follows:
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(1)Provision  of  basic  project  information. The Employer  shall  provide the Contractor  with  the basic  information of  the Project  in
accordance with the stipulations of the Contract, laws or trade regulations and be responsible for the authenticity of the information.
If  the  above-mentioned  basic  information  is  untrue,  the  Employer  shall  be  obliged  to  provide  additional  information  to  the
Contractor at the agreed time. The type, content, number of copies, and timing of the provision of the project's basic information are
agreed  in  the  Special  Terms.  Among  others,  in  respect  of  the  reference  coordinate  information  of  the  project  site  (including  the
reference  control  point,  the  reference  control  level  and  reference  coordinate  control  line),  the  Employer  shall  and  is  obligated  to
cooperate with the Contractor to measure and retest on the site at the agreed time. If the costs increase and/or the construction period
is delayed because the Contractor corrects any errors in the coordinate information caused by the Employer, the Employer shall pay
relevant increased costs, and the completion date shall be postponed reasonably.

If  the  basic  project  information  provided  by  the  Employer  contains  any  technology  or  process  package  provided  by  any  patent
holder,  or  any architectural  model  provided by any third-party  design unit,  the  Employer  shall  arrange the patent  holder  or  third-
party design unit to exchange, coordinate and deliver the data, conditions and information with the Contractor.

If the Employer fails to provide the basic project information and supplementary information in time, or the information provided is
untrue,  or  the  Employer  changes  plans,  causing  the  Contractor’s  design  stopped,  reworked  or  modified,  the  Employer  shall
indemnify  the  Contractor  for  any  additional  design  work.  If  the  key  timeline  is  delayed,  the  completion  date  shall  be  postponed.
However, if the Contractor finds that the above information provided by the Employer may have any issue or defect, but fails to alert
or deal with such issue or defect, the above provisions shall not apply.

(2)Provision  of  onsite  obstacle  information.  Except  as  otherwise  provided  by  the  Special  Terms,  the  Employer  shall  provide  the
onsite obstacle information relating to design and construction, including the above-ground and underground building and structure
etc., before the design starts, according to this Contract and applicable laws. If the information provided by the Employer is untrue
and  the  Contractor's  design  is  thus  suspended,  reworked  or  modified,  the  Employer  shall  compensate  the  Contractor  for  the
additional amount of design work. If any key time of the work is delayed, the completion date shall be postponed. The type, content,
number of copies and timing of provision the project obstacle information are set forth in the Special Terms.

(3) If the Contractor can not verify the data, conditions and materials in the basic project information provided by the Employer, the
Employer is obligated to give further confirmation.

(4) If the Contractor finds that the information provided by the Employer may be mistaken, it shall promptly notify the Employer in
writing to confirm it.
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5.2.2 Obligations of the Contractor

Article 5.2.2 of General Terms is amended as follows:

(1)General Terms will not be amended.

(2) The Contractor shall carry out the engineering design according to the basic project information provided by the Employer, the
onsite obstacle information and the design depth specified by the relevant state departments and industry engineering construction
standards,  and  shall  be  responsible  for  the  technology  and/or  architectural  function  of  its  design,  the  project  safety,  environment
protection  and  occupational  health  standards,  and  the  quality  of  equipment  materials  and  work  and  the  completion  time.  The
Contractor shall bear the liability for breach of contract and be responsible for the increase of the cost and delay in the completion of
the Project due to the reasons of the Contractor 's design.

5.2.6 Repair and catch up schedule at its own cost for any design defect

Article 5.2.6 of General Terms is amended as follows:

The Contractor shall repair, remedy, correct and consummate at his own expense any omission, errors, defects or deficiencies in the
design documents caused by the Contractor. If the design progress is delayed, the Contractor shall catch up the schedule at its own
cost. If the Employer thus suffers any loss, the Employer is entitled to seek the Contractor’s liability according to law.

Article 6 Construction Materials

6.1 Provision of Construction Materials

6.1.1 Material and engineering equipment provided by the Employer: None

6.1.2 The following provisions are added to Article 6.1.2(1) of General Terms:

(1)  The  materials  and  engineering  equipment  provided  by  the  Contractor:  all  materials  and  engineering  equipment  required  for
construction.

Materials  and engineering equipment  procured,  transported and maintained by the Contractor:  All  materials  and equipment  of  the
Project are procured by the Contractor. The Contractor must ensure that the procurement of materials and equipment is in line with
national  and  local  existing  standards  and  meets  the  design  drawings,  buildings  and  facilities  requirements  and  norms  in  exhibits,
shall provide product certification, and shall be responsible for the quality of materials and equipment. The Contractor shall notify
the  Supervisor’s  engineer  and  the  representative  of  the  Employer  for  inspection  acceptance  24  hours  before  the  arrival  of  the
material and equipment.
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Article 6.1.2(2) of General Terms is amended as follows:

(2)  If  the  engineering  materials  (including  construction  parts  etc.)  provided  by  the  Contractor  do  not  conform  to  the  national
mandatory standards, norms or the standards and norms of the Contract, and thus cause any quality defect, the Contractor shall repair
at its own cost. The completion date shall not be postponed.

(3) Article 6.1.2(3) does not apply, and should be deleted.

6.1.3 Contractor’s selection of suppliers

Article 6.1.3 of General Terms is amended as follows:

The Contractor shall select the supplier or manufacturer of the relevant engineering materials by competitive means, such as bidding.
For  construction  projects  that  are  subject  to  tender  according  to  law,  bidding  shall  be  conducted  in  accordance  with  the  relevant
provisions of the State.

The Contractor shall not designate suppliers or manufacturers in the design documents or by way of oral implication, except for the
case of a sole manufacturer.

6.1.4 Title and risk of engineering materials

Article 6.1.4 of General Terms is amended as follows:

The title to the engineering materials provided by the Contractor according to Article 6.1.2 shall be transferred to the Employer when
such materials are transported to the delivery place on the site, and the progress payment for the current work is made. Before the
Employer takes delivery of the materials, the Contractor is obligated to safe-keep, repair and maintain the materials. The materials
will not be transported from the site without the Employer’s permission. Before the Employer takes delivery of the project, the risk
of destruction or loss of the materials will be borne by the Contractor. The loss shall be first compensated by the insurer, and then by
the Contractor, if the insurance coverage is not sufficient.

6.4 Transportation and Transport of Overrun Materials

6.4.1 Road Access Right and Off-Site Facilities

(1) The person to obtain the road access right and the right to build off-site facilities: the Contractor .

(2) Related costs: borne by the Contractor and already taken into account in the total contract price .

6.4.2 On-Site Road Construction
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(1) The person to construct, maintain, preserve and manage temporary roads and transportation facilities: The Contractor shall be
responsible for the construction, maintenance, preservation and management. Relevant costs have already been taken into account in
the total contract price.

(2) Expenses incurred in connection with temporary roads and transportation facilities: The Contractor shall undertake the
construction, maintenance, preservation and management of the temporary roads and transportation facilities, and be responsible for
completing relevant formalities. The costs have been taken into total contract price.

6.4.3 Transport of Oversized and Overweight Parts

The person to bear the costs for temporary reinforcement and reconstruction of roads and bridges required for the transport of
oversized or overweight parts: borne by the Contractor. The costs have been taken into account in the total contract price.

6.7 The  Contractor  shall  be  responsible  for  the  materials  and  equipment  to  be  delivered  to  the  construction  site,  and  to  be
transported,  escorted  and  stored.  The  materials  and  equipment  used  in  the  Project  under  this  contract  shall  be  reported  to  the
Supervisor’s engineer and the Employer for confirmation, and submitted to inspection according to law. Their quality shall conform
to the design and relevant regulations. The materials or equipment failing to test or failing the test shall not be used in the project. If
any  material  or  equipment  requires  process  or  customization,  or  purchase  in  other  places,  the  Contractor  shall  fully  consider  the
period of supply based on the above time, and submit the list of materials and equipment in writing to the Supervisor’s engineer and
the Employer for inspection. The list of materials and equipment shall include the specification, type, manufacturer, the part to use
the materials and equipment, the brand and quantity. The Supervisor’s engineer and the Employer shall confirm the list of materials
and  equipment  within  [1]  day  after  it  receives  such  list  from  the  Contractor.  If  it  fails  to  reply  timely,  the  Contractor  shall
immediately  notify  in  writing  the  highest  principal  of  the  Employer  on  the  site.  If  the  principal  fails  to  reply  the  opinions  or  the
feedback time in writing within [2] days after receiving the notice, it will be deemed that the Employer has confirmed the materials
and equipment provided by the Contractor. The Contractor may only purchase the above materials after the Employer confirms and
seals sample.

Where the main parameters of the materials and equipment purchased by the Contractor do not conform to the design or standards,
the Contractor  shall  transport  the material  and equipment  outside of  the site  within the time limited specified by the Supervisor’s
engineer, and repurchase products conforming to requirements at its own costs. The used materials and equipment shall be removed
by the Contractor at its own costs. The delayed construction period shall not be postponed.
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Before  using  any  materials  purchased  by  the  Contractor,  if  the  materials  require  inspection  according  to  the  national,  local  or
industrial standards, the Contractor shall inspect or test as required at its own costs, and may not use any non-conforming materials.

7. Construction

7.1 Employer’s Obligations

7.1.1 Reference Coordinate Data

Article 7.1.1 of General Terms is amended as follows:

The Contractor shall provide the time limit for measuring the reference point, the reference line and the leveling point: see Article
5.2.1 of the General Terms. The Contractor shall conduct on-site acceptance and hand-over check at the appointed time before the
commencement of construction and make a record.

7.2 Obligations of the Contractor

7.2.1 Surveying and Setting-Out

Article 7.2.1 of General Terms is amended as follows:

Surveying and setting-out of construction control network: undertaken by the Contractor (and reported to the Supervisor for review
and approval. Form a formal report. Submit the report to the Employer for filing after the Contractor and Supervisor stamp it).

The time limit for submitting the construction control network information to the Supervisor for review and approval: within 7 days
after on-site acceptance and hand-over check.

7.2.3 Construction Equipment and Temporary Facilities

The following provisions are added to Article 7.2.3 of General Terms:

Construction equipment and temporary facilities provided by the Employer: none.

Scope of costs borne by the Employer for constructing temporary facilities: none. The temporary facilities required by the project
shall be undertaken by the Contractor at its own cost. The costs have already been taken into account in the total contract price.

Application for temporary land occupancy: the Contractor shall apply for relevant formalities and bear related expenses if it
temporarily takes up the site outside the red line.

Related costs of temporary facilities: the Contractor bears related costs of temporary facilities. The costs have already been taken
into account in the total contract price.

7.2.4 Supply requirements of telecommunication lines required for construction:
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Article 7.2.4 of General Terms is amended as follows:

The Contractor shall contact the local telecommunications authorities on its own for telecommunication lines, in order to ensure
smooth communication on site. The telephone installation fee has been taken into account in the total contract price.

7.2.5 Approval Procedures for Construction Commencement etc.

Article 7.2.5 of General Terms is amended as follows:

The Contractor shall lead the handling of procedures for construction permit and quality supervision, and handle the safety
formalities according to the provisions of Yu Jian Fa [2008] No. 177. The fees payable by the Contractor have already been taken
into account in the total contract price. The fees payable by the Employer shall be borne by the Employer. The Contractor shall draft,
complete and submit the documents that shall be provided in the name of the Employer. The Employer shall cooperate with the
Contractor and assign relevant personnel to accompany the Contractor for handling, when necessary.

7.5 Quality and Inspection

7.5.1 Quality and Inspection

(4) The  Contractor  shall  be  responsible  for  compiling  the  construction  test  and  inspection  plan,  and  inspecting,  inspecting,  and
testing  the  construction  materials  (including  the  structural  components)  in  accordance  with  the  design  documents,  construction
standards  and  contractual  stipulations,  may  not  use  any  non-conforming  materials.  The  Contractor  is  obligated  to  repair  and  /  or
replace  unqualified  construction  materials  at  its  own  expense.  If  the  completion  date  is  thus  delayed,  the  Contractor  shall  take
responsibility. If any economic loss is thus caused to the Employer, the Employer may seek the Contractor’s liability according to
laws and regulations. Where the engineering materials provided by the Employer are non-conforming upon inspection, test or trial,
the Employer shall repair and/or replace at its own cost. If the key timeline is thus delayed, the completion date shall be postponed.
If the costs of the Contractor are increased, the Employer shall compensate.

7.5.6 Article 7.5.6 of General Terms is amended as follows:

The Employer shall be responsible for any additional work costs caused by the wrong orders of the Employer’s representative and/or
the Supervisor. If the key timeline is delayed, the completion date shall be postponed.

7.5.7  Project  quality  requirements. Where  the  quality  of  the  Project  meets  the  requirements  of  the  relevant  national  construction
quality acceptance specifications and engineering design documents and the Contract and its annexes, and complies with the intents
of the Contract, and the normal needs of use of the Employer, the Project shall be inspected by the Employer
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(the final completion inspection shall be made once for all successfully). If the inspection fails, the costs for correction and rework
shall be borne by the Contractor.

7.8 Occupational Health, Safety and Environmental Protection

7.8.3 Site Safety Management

Article 7.8.3 of General Terms is amended as follows:

(1) The Contractor shall carry out safety education for its personnel at the site, provide the necessary personal safety supplies, and be
responsible  for  the  accidents  caused  by  them.  The  Employer  and  the  Supervisor  shall  not  compel  the  Contractor  to  violate  the
relevant safety regulations for safe construction, safe operation and completion test and / or after completion test. If the Employer,
the Supervisor and its on-site staff violate the safety manual and do not abide by the direction of the contractor, causing any personal
injury and property damage,  the party having fault  shall  bear relevant  liabilities  and costs.  Where the key timeline is  delayed,  the
completion date shall  be postponed. If  the Contractor does not fulfill  the on-site supervision and management responsibilities, the
Contractor shall bear the relevant responsibilities and costs incurred, and the construction period will not be extended.

If  the  Contractor  violates  relevant  safety  regulations  for  safe  construction,  safe  operation  and  completion  test  and  /  or  after
completion test,  causing any personal injury or property loss,  the Contractor shall  assume relevant liabilities and costs.  Where the
key timeline is delayed, the completion date shall not be postponed.

(9) The Contractor's responsibility for construction safety: The Contractor shall, in accordance with the Measures of Chongqing for
Supervision and Management on Safety Production of Construction Projects (Yu Jian Fa [2008] No. 177) , the Standards of
Chongqing for Civilized Construction of Construction Sites of Housing Construction and Municipal Infrastructure (Yu Jian Fa
[2008] No.169) and other relevant provisions, perform the construction safety responsibilities as a contractor, in order to ensure safe
construction and on-site safety within the construction range and within a certain distance outside the construction range. The costs
have been taken into account in the total contract price. If the Contractor fails to fulfill its obligations during construction, it shall
bear full responsibility and economic losses thereupon caused.

The Contractor shall be responsible for on-site security work to avoid public security accidents.

Establishment of on-site security management organization or joint defense organization: undertaken by the Contractor and assisted
by the Employer.
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Preparation of the security management plan and emergency contingency plan for the construction site: undertaken by the Contractor
and assisted by the Employer.

Responsibility and requirements for construction safety and security and lighting: the Contractor shall fulfil such responsibility and
requirements on its own, and complete supervision procedures for the construction project in accordance with relevant provisions.
The costs have been considered in the total contract price.

7.8.4 Environmental Management on Site

Article 7.8.4(1) of General Terms is amended as follows:

(1) The  Contractor  shall  be  responsible  for  the  protection  of  buildings,  structures,  cultural  relics,  old  trees,  famous  trees  and
underground pipelines, cables, structures, cultural relics, fossils and graves in the site during the construction. The Contractor shall
promptly  notify  the  Employer  of  any  possible  damage  to  the  underground  pipelines  and  adjacent  buildings,  structures  (including
cultural relics and protected buildings), old trees and famous trees. If the Contractor fails to inform the Employer in a timely manner,
or constructs  in violation of the Employer  's  instructions,  the Contractor  shall  be responsible  for  any increase in the costs  of  such
damages, losses, damages and / or delays in the completion of the Works.

(4)The construction site shall be cleaned and maintained before construction machinery and equipment enter the site. (Grit chamber
and cleaning equipment must be set at the entrance and exit, to avoid mud on the road) Outgoing vehicles shall be cleaned by
specially-assigned persons. Sealing requirements (if any) must be met;

Normal work of surrounding units and the normal life of residents must be guaranteed during construction. Minimize the pollution of
dust, noise and vibration. The mode of operation must be adjusted and high-dust and high-noise operations or blasting operations
must be stopped in accordance with the provisional requirements of the Municipal Party Committee, the Municipal People's
Congress, the Municipal Government and relevant departments;

Complete sealing of the construction area and site hardening work according to relevant provisions. Construction retaining wall
(fence) and other maintenance facilities shall be safe, artistic and durable. Non-construction related personnel are not allowed to
enter the site; personnel entering into the construction site for construction shall wear post cards and carry out civilized construction.

(5)The  Contractor  shall  perform  responsibilities  regarding  construction  dust  control  and  civilized  construction  etc.  in  accordance
with the Program for construction Dust Control in the Construction of Buildings and Municipal Infrastructure Projects (Yu Jian Fa
[2009] No.
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13) ,  the Civilized Construction Standards for Buildings  and Municipal  Infrastructure  Projects  in Chongqing (Yu Jian Fa [2008]
No. 169) and other relevant provisions.

Requirements for sanitation and hygiene of the construction site: implement the Civilized Construction Standards for Buildings and
Municipal Infrastructure Projects in Chongqing (Yu Jian Fa [2008] No. 169) , Management Regulations of the Ministry of
Construction for Measure Expenses for Construction Safety Protection and Civilized Construction and Use of the Measure Expenses
and JGJ59-99 Scoring Standards for Construction Safety Inspection . According to the regulations of the construction departments,
all the temporary facilities other than the part the Employer deems necessary to retain shall be removed before the acceptance check
of the project, and the construction waste and domestic garbage shall be cleared and discharged. All the expenses have been
considered in the total contract price.

The Contractor is solely responsible for environmental protection according to national and Chongqing regulations. Leftover food
and garbage shall not be left anywhere in the construction site, nor be freely poured outside the construction area. Urination or
defecation shall be done in specified place in the construction area. The principle of “work done, site clear” shall be followed;

The Contractor shall be responsible for the settlement of the transport and dumping of the production and domestic waste, and
strictly implement the requirements of the Notice of the People's Government of Chongqing on the Implementation of Closed
Transportation of the Easily Spilled Material in the Main City Zone (Municipal Government Order No. 164) . Throughout the
construction process, the Contractor has the obligation to assist the Employer’s coordination with relevant departments, units and
individuals. The costs have been taken into account in the total contract price; the Contractor shall discard wastes at the place where
the Contractor approves, in accordance with the provisions in force and requirements of the competent authority. Otherwise, the
resulting responsibility and loss shall be borne by the Contractor.

The Contractor shall bear the costs of the above-mentioned additional terms. The costs thereof have been taken into account in the
total contract price.

8. Completion Test

8.2 Inspection and Acceptance of Completion Test

8.2.2 Article 8.2.2 of General Terms is amended as follows:

The Contractor shall, prior to the commencement of the tests for completion, carry out inspection of the test conditions provided by
the parties  in accordance with the provisions  of  Clause 8.1.1.  If  the conditions  are met,  the persons of  both parties  shall  sign and
confirm. The
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Contractor shall catch up the schedule according to Article 4.1.2 at its own cost, when the completion test conditions are not fulfilled
by the Contractor and the progress of the completion test is delayed.

12. Test and Inspection

12.2.4 All inspection fees required for the Project according to the national, local and industrial regulations (excluding any fees for
third-party tests specified by the Employer) shall be borne by the Contractor, and has been included in the total contract price. The
Employer will not pay any additional fees. If the Contractor fails to carry out the tests and inspections, the Employer shall be entitled
to entrust others to test and inspect, and deduct an amount of double of relevant fees from the Contractor’s project funds.

13. Modification and Adjustment of Contract Price

13.1 Right of Modification

13.1.2 Modification

Article 13.1.2 of General Terms is amended as follows:

Written  change  orders  approved  and  issued  by  the  Employer  are  changes,  including  the  change  orders  issued  directly  by  the
Employer, or the change orders issued by the Supervisor upon approval by the Employer.

The  Contractor  shall  rectify,  adjust  and  perfect  at  his  own  expense  the  deficiencies  in  the  design,  procurement,  construction,
completion test and post-completion test that he shall be responsible for providing. The design defects caused by the contractor, even
if approved by the Employer, shall not relieve the Contractor of its responsibility. If the design plan approved by the Employer is
amended, the Employer's approval shall be obtained in accordance with the change procedures, provided that the contract price will
not be adjusted, and the construction period will not be extended.

The Employer's requirements for rectification, supplementation and improvement in order to meet the functional requirements of this
Project  and  the  requirements  and  specifications  of  the  buildings  and  device  in  the  Contract  and  the  exhibits,  and  the  rectification
requirements  of  the  Employer  in  the  process  of  the  implementation of  the  construction for  the  Contractor’s  defects  in  the  design,
procurement, construction and other aspects of performing the Contract, shall conform to the procedure of change, provided that the
contract price will not be adjusted, and the construction period will not be extended.
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Any change of the Project will not be implemented until approved according to the procedure. All project changes must be approved
by the Employer's  written consent  before  they can be implemented.  Any change caused by the defects  in the Contractor's  design,
procurement,  construction,  completion  test,  and  after-completion  test  must  be  submitted  by  the  Contractor  to  the  Supervisor’s
engineer and the Employer, and be implemented upon approval by the Employer in writing. Relevant costs therefor shall be borne by
the Contractor. The construction period shall not be extended.

13.1.3 Right of suggestion on change

Article 13.1.3 of General Terms is amended as follows:

All changes must be made by the Contractor, confirmed by the Supervisor and the Employer, and implemented by the Contractor on
the site to become effective.  The Supervisor  and the Employer  shall  reply in writing within [3] days after  they receive the design
change materials from the Contractor. If failing to reply in a timely manner, the Contractor shall immediately notify in writing the
highest principal of the Employer on the site. If the principal fails to reply opinions or feedback time within [2] days after it receives
the written notice, it will be deemed that the Employer has confirmed the proposal made by the Contractor.

13.2 Change of Scope

13.2.1 Article 13.2.1 of General Terms is not applicable, and should be deleted.

13.2.2 Article 13.2.2 of General Terms is not applicable, and should be deleted.

13.2.3 Article 13.2.3 of General Terms is not applicable, and should be deleted.

13.2.7 If any of the following circumstances occurs during performance of this Contract, it will be dealt with as a change:

(1)Increase or reduce any work under the Contract, or add or reduce any additional work;

(2)Cancel any work under the Contract, except for any work delegated to others to perform;

(3)Change the quality standard or other features of any work under the Contract;

(4)Change the project’s base line, standard level, location or size;

(5)Any change arising from performance of any laws, standards, or norms published after the reference date.

Any change not caused by the Employer shall be made according to the change procedure hereunder, provided that the contract price
or construction period will not be changed or extended.

13.3 Change Procedure
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13.3.3 Article 13.3.3 of General Terms is amended as follows:

Examination and approval  by the Employer.  The Employer shall  examine the written proposal  report  submitted by the Contractor
according to Article 13.3.2 within 14 days after it receives the report, and issue a written notice to approve, cancel, change or make
further request. The Contractor shall not stop or delay any work when it waits for the Employer’s response.

(1)After receiving the proposal report submitted by the Contractor according to Paragraph (1) of Article 13.3.2, the Employer shall
issue  a  written  order  of  change,  after  examining  and  approving  the  reason,  estimate  and/or  extension  of  completion  date  of  the
report.

When issuing the change order, the Employer shall reply in writing whether it approves the estimate and/or extension of completion
date for the change proposed by the Contractor within [3] days after receiving the written proposal report of the Contractor. If it fails
to reply in time, the Contractor shall immediately notify in writing the highest principal of the Employer on the site. If the principal
fails to reply opinions or feedback time within [2] days after it receives the written notice, it will be deemed that the Employer has
confirmed the proposal made by the Contractor.

(2)After  examining  the  reasons  of  the  Contractor  for  not  to  accept  the  change  according  to  Paragraph  (2)  of  Article  13.3.2,  the
Employer  will  issue a written notice  of  continuing to perform,  changing,  or  further  requesting for  supplementary  documents.  The
Contractor shall perform.

13.4 Emergent Change Procedure

13.4.3 Article 13.3.4 of General Terms is amended as follows:

The  Employer  shall  notify  the  Contractor  in  writing  of  a  reasonable  estimate  approved  and/or  the  reasonable  extension  of  the
completion date within 10 days after receiving written information submitted by the Contractor pursuant to Article 13.4.2.

The Employer shall reply in writing whether it approves the estimate and/or extension of completion date for the change proposed by
the Contractor within [2] days after receiving the written proposal report of the Contractor. If it fails to reply in time, the Contractor
shall  immediately  notify  in  writing  the  highest  principal  of  the  Employer  on  the  site.  If  the  principal  fails  to  reply  opinions  or
feedback time within [2] days after it  receives the written notice,  it  will  be deemed that the Employer has confirmed the proposal
made by the Contractor.

If the Contractor disputes the change fee and the extension of the completion date approved by the Employer, the parties shall settle
the dispute through friendly negotiation. If negotiation fails, the procedure of Article 16.3 regarding dispute resolution shall apply.

13.5 Article 13.5 of General Terms does not apply, and should be deleted.
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13.7 Adjustment of Contract Price

Article 13.7 of General Terms is amended as follows:

Adjustment of price: none. The risks have been taken into account in the total contract price.

The Employer may negotiate the reason for the adjustment of the contract price and the adjustment amount, within 30 days from the
date of approval by the Employer of the increase or decrease in the estimation of changes according to the change procedure under
Articles 13.3 to 13.5. The reasonable amount confirmed by the Employer shall be the adjusted amount of the contract price and the
amount of the adjustment shall be paid or deducted at the time of payment for the construction progress of the current period. The
Employer shall not be liable to adjust the contract price for any increase or decrease in amount not provided for in the Contract.

13.8 Dispute Regarding Adjustment of Contract Price

Article 13.8 of General Terms is amended as follows:

After consultation, if both parties fail to agree on the cost of the project change, the adjustment of the contract price or the extension
of the completion date, the provisions of Article 16.3 regarding dispute resolution shall apply.

13.9 Valuation Principles for Changes:

Price settlement method for design changes and adjustments and new items occur in the construction process: after construction
design changes are determined, if the design changes relate to adjustment of the project price and new items occur in the
construction process, the Contractor shall propose to the Supervisor and the Employer within 10 days before such launch of such
changes and new items. The contract price can be adjusted after approval and consent by the Employer and the supervising unit. The
adjustment method is as follows:

If there is no same or similar comprehensive single price item in the annex of the Contract, according to the principle of reasonable
composition of cost and profit, the item shall be submitted by the Contractor, and determined after the Supervisor and the Employer
confirm. The Contractor shall accept the amount examined and decided by the Supervisor and the Employer. During the composition
of price, the Contractor shall comply with the following principles:

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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(1)The principle of quota determination: the Code for Valuation of Construction Quantity List of Construction Projects (GB50500-
2013) , Rules of Chongqing for Valuation of Construction Quantity List of Construction Projects (CQQDGZ-2013) , Rules of
Chongqing for Calculation of Construction Quantity of Construction Projects (CQJLGZ-2013) , Pricing and Quota Pricing of
Chongqing for Construction Projects (CQJZDE-2008) , Pricing and Quota Pricing of Chongqing for Installation Projects
(CQAZDE-2008) , Pricing and Quota Pricing of Chongqing for Municipal Projects (CQSZDE-2008) , Pricing and Quota Pricing of
Chongqing for Decoration Projects (CQZSDE-2008) , Quota Pricing of Chongqing for Construction Projects (CQFYDE-2008) ,
Table of Concrete and Mortar Mix Ratios and Quota Pricing for Construction Machinery Units and Teams (CQPSDE-2008) , and
the Circular of the Chongqing Urban and Rural Construction Committee on the Adjustment of Pricing Basis of Construction
Projects for Replacement the Business Tax with Value-Added Tax for in the Construction Industry (Yu Jian Fa [2016] No.35
Document) and Other Relevant Supporting Documents, etc. Among others, the onsite management fee, and assistance fee shall not
be charged, the profit shall be charged at [***], and the measurement fee, charges and taxes shall be paid according to the national
laws.

(2)Price for materials and equipment: to be determined by reference to the price information of Chongqing materials and equipment
in  the  Information  of  Chongqing  Project  Construction  Price  at  the  time  of  determining  the  change  (the  mean  value  shall  be  used
when  there  are  upper  and  lower  limits),  and  to  be  implemented  after  the  Employer  examines  and  approves.  If  the  prices  for  the
materials or equipment are not included in the Information of Chongqing Project Construction Price, the Contractor shall report the
proposed prices, which shall be implemented after the Employer examines and approves.

(3)Price for labor: to be determined by reference to the price for relevant workers of construction, installation or relevant occupation
in  Beibei  District  set  forth  in  the  Information  of  Chongqing  Project  Price  at  the  time  of  confirming  the  change  (select  the  mean
value).

14. Contract Price and Payment

14.1 Contract Price and Payment

14.1.1 Contract price: see the Agreement.

14.2 Security

14.2.1 Performance guarantee

See Article 3.1.13 of Special Terms and the annex.

14.2.2 Article 14.2.2 of General Terms is not applicable, and this article should be deleted.
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14.2.3 Article 14.2.3 of General Terms is not applicable, and this article should be deleted.

14.3 Advance Payment

14.3.1 Amount of advance payment:

Advance payment of design cost: 20% of the design cost, i.e., RMB (in words): Three Million Nine Hundred and Five Thousand and
Ten (in figures: RMB 3,905,010 ).

Advance payment of total contracting price for procurement and construction: 15% of the total contracting price for procurement and
construction, including safe and civilized construction fee, i.e., RMB (in words): Seventy Eight Million Seventy One Thousand Two
Hundred and Forty Two (in figures: RMB 78,071,242 )

14.3.2 Payment of advance

The  advance  payment  of  design  cost  shall  be  made  within  [7]  working  days  after  the  Contract  is  entered  into,  and  the  advance
payment  of  total  contracting  price  for  procurement  and  construction  shall  be  made  within  [7]  working  days  after  the  Contractor
enters the construction site.

14.3.3 Deduction of advance payment:

None

14.4 Project Progress Payment

14.4.1 The Contractor shall provide the Employer with the total progress schedule of Chongqing Chip Construction Project before
entering into this Contract.

14.4.2 Application for progress payment

Frequency for application of progress payment: the Contractor shall apply once a month.

Content of application: to fill in according to the instructions of the Employer on the progress payment application.

Submitting time of progress payment application: design progress payment: within 7 days after submitting the staged achievements;

Project progress payment: submitting the application for payment for last month before the 5 th day of the current month (including
the progress report measured and confirmed by the Supervisor).

The application for progress payment contains the following: (1) time or number of payment; (2) the price for the implemented work
as of the end of the week for this payment; (3) amount of change; (4) amount of claim; (5) advance payment for this time and/or the
refunded advance payment to be deducted for this time; (6) the defect liability warranty amount to be deducted
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for this time; (7) other amount to be increased or deducted according to the Contract. The specific form shall be designated by the
Employer.

14.5 Deduction and Payment of Defect Liability Warranty Amount

14.5.1 Amount or ratio of defect liability warranty amount: [***] of the completion settlement price.

14.5.3 Deduction method of defect liability warranty amount: the amount will be deducted when the completion settlement audit is
passed (details see in the Project Quality Warranty Form). [***] of the amount will be refunded when the first year expires, [***]
will be refunded when 2 warranty years expire, and [***] will be refunded 5 years after the completion inspection and acceptance of
the Project, without any interest.

14.8 Payment Conditions and Schedule

14.8.3 Article 14.8.3 of General Terms is amended as follows:

Method of Project  progress payment:  paying according to the milestones.  After  receiving the progress payment  application of the
Contractor  submitted  according  to  the  payment  schedule  in  the  annex,  the  Employer  shall  pay  the  verified  amount  within  [***].
Before each payment, the Contractor shall provide the Employer with the formal value-added tax invoice of the verified amount. The
invoice for any advance payment shall be issued when the Contractor submits the first progress payment application.

The project progress payment shall be implemented according to the payment schedule in the annex.

The Employer will deduct once for all [***] of the contract price as the cleaning and security fee. (When the Contractor finishes the
cleaning and security work, the Employer shall pay according to the payment method in this Contract.)

When the whole project is completed, the Employer will deduct [***] of the contract price as the defect liability warranty amount,
and shall  pay according  to  the  payment  method in  the  Contract  when the  Employer  receives  the  guarantee  for  the  defect  liability
warranty amount of [***] of the contract price provided by the Contractor.

The Contractor must submit the payment statement of wages of migrant workers of the last month to the Supervisor and the
Employer for audit and filing when applying for monthly progress payments, as a pre-condition of disbursement of progress
payment. If it is verified that the Contractor fails to pay the wages of migrant workers of the previous month in full, the Employer
will suspend the disbursement of progress payment until the wages of migrant workers are paid in full.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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14.8.4 The percentage and amount of the project progress payment will be implemented according to the payment schedule in the
annex.

14.9 Delay in Payment

Article 14.9 of General Terms is amended as follows:

14.9.1 If the Employer fails to pay the project progress payment to the Contractor according to the schedule in Article 14.8.3, it shall
pay interest to the Contractor at the similar lending rate published by the People’s Bank of China for the current period, from the 38
th day after the Employer receives the full formal invoice of the verified amount, as the liquidated damages for the delayed payment.

14.9.2 If the Employer’s delay of payment exceeds [***], the Contractor is entitled to issue a notice of payment. If the Employer still
fails to pay after receiving the notice, the Contractor may suspend part of work. The suspense will be deemed suspense caused by the
Employer, and the provisions of Article 4.6.1 relating to suspense shall apply.

Where both parties sign an agreement for delay of payment, the Employer shall pay according to the installments, time, amount and
interest  in  the  agreement.  If  both  parties  fail  to  reach  such  an  agreement,  and  thus  cause  any  work  unable  to  implement,  the
Contractor may suspend part of all work, and the Employer shall assume the liability for breach of contract. If any key timeline is
delayed, the completion date shall be postponed.

14.9.3 Where the Employer’s delay exceeds [***], and affects the implementation of the whole Project, the Contractor is entitled to
issue  a  notice  of  terminating  this  Contract  to  the  Employer  according  to  Article  18.2.  After  this  Contract  is  terminated,  the
Contractor is entitled to request the Employer to pay: 1) the due accounts payable; 2) the amount for purchasing equipment paid by
the Contractor to the subcontractor according to the Contract, if the purchase is unable to cancel or terminate according to relevant
agreement,  and  the  Contractor  has  transferred  relevant  title  and  interest  under  the  purchase  agreement  to  the  Employer;  3)  the
interest  (at  the rate of the similar  lending rate published by the People’s  Bank of China for the current  period)  incurred from any
advance payment made by the Contractor to the subcontractor according the agreement between them, for the Employer fails to pay
the Contractor timely according to this Contract.

14.10 Taxes and Duties

14.10.1 Article 14.10.1 of General Terms is amended as follows:

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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The  Contractor  shall  pay  taxes  according  to  relevant  regulations  of  the  State  regarding  taxes,  including  various  tax  payment
obligations relating to importing engineering materials.

14.11 Payment of Claims

Article 14.11 of General Terms is amended as follows:

14.11.1 The Employer is entitled to issue a notice of breach of contract to the bank issuing the performance guarantee, and collect
the corresponding performance bond. If the performance bond is not sufficient to deduct, the Employer may deduct such difference
from the project progress payment for the current month or any payment in the current payment schedule payable to the Contractor.
If the progress payment is insufficient to deduct the claims of the Employer, the Contractor shall pay within 7 days after receiving
the written notice of claims from the Employer.

14.11.2 The Employer shall pay any claims of the Contractor decided upon negotiation, mediation or arbitration.

14.12 Completion Settlement

14.12.1 Completion Settlement Information

The number of copies of completion settlement information: six copies and made in electronic version (after the initial review by the
Supervisor)

Content of completion settlement information: the contract price of completion settlement, the paid project price, defect liability
warranty amount to be withheld, the amount of completion payment to be paid, and changes confirmed by the Employer, etc.

The final settlement shall be subject to the opinion of the construction price audit unit designated by the Employer (if any).

14.12.4 Reply to the completion settlement report

Article 14.12.4 of General Terms is amended as follows:

The Employer shall submit an amendment or reply within 30 days after receiving the completion report and the complete completion
settlement report submitted by the Contractor in accordance with Article 14.12.1.

14.12.5 The Employer fails to pay the completion settlement amount

Article 14.12.5 of General Terms is amended as follows:

(1) If  the Employer fails to settle the balance of the sum due to the Contractor  in accordance with Article 14.12.3,  the Contractor
shall  have the right  to  deduct  the balance of  the sum from the payment  guarantee  submitted  by the Employer  in  accordance  with
Article 14.2.2.
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Where the Contract does not stipulate that the Employer shall, in accordance with Paragraph 14.2.2, submit the payment guarantee
or if  the payment  guarantee is  not  sufficient  to satisfy the Contractor  for the completion of the settlement  payment,  the Employer
shall  pay  the  arrears  of  the  completion  settlement  amount  from  the  38th  day  after  the  Contractor  submits  the  final  settlement
materials, and pay interest at the similar lending rate published by the People’s Bank of China for the current period.

(2)According to Article 14.12.4, if the Employer fails to submit amendment or reply to the completion settlement materials within
the  agreed  30  days,  or  pay  the  balance  of  the  completion  settlement  amount  to  the  Contractor,  it  shall  pay  the  arrears  of  the
completion settlement amount from the 38 th day of submitting the report, and pay interest at the similar lending rate published by the
People’s Bank of China for the current period.

If  the  Employer  does  not  pay the  completion  settlement  amount  within  90 days  after  the  Contractor  submits  the  final  completion
settlement materials, the Contractor may settle the dispute in accordance with Article 16.3 and the arbitration award.

14.12.7 The Contractor fails to pay the completion settlement amount

Article 14.12.7 of General Terms is amended as follows:

(1) In the event that the Contractor fails to settle the balances payable to the Employer in the completion settlement as stipulated in
Article 14.12.3, the Employer is entitled to deduct the balance from the performance bond submitted by the Contractor under Article
14.2.1.

Where  the  amount  of  the  performance  bond  is  not  sufficient  to  meet  the  demand,  the  Contractor  shall  pay  the  balance  of  the
outstanding settlement  balance in arrears  from the 38th day after  the final  completion settlement  materials  are submitted,  and pay
interest  at  the  similar  lending  rate  published  by  the  People’s  Bank  of  China  for  the  current  period.  If  the  Contractor  fails  to  pay
within 90 days after the final completion settlement materials are submitted, the Employer is entitled to resolve the issue according
to Article 16.3.

(2) When the performance bond is not stipulated in the Contract, the Contractor shall pay the balance of the outstanding settlement
accounts in arrears from the 38th day after the submission of the final completion settlement materials, and pay interest at the similar
lending rate published by the People’s Bank of China for the current period. If the Contractor fails to pay within 90 days after the
final completion settlement materials are submitted, the Employer is entitled to resolve the issue according to Article 16.3.

14.13 Measurement Period

The measurement period of this Contract is as follows:
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Unit price sub-items are measured on a monthly basis, and total price sub-items are measured based on the qualified work quantity
verified by the Supervisor and the Employer at each stage. The Contractor shall submit the report (in six copies) of qualified work
quantity finished in the current month to the Supervisor’s engineer on the 25 th day of each month. The engineer shall measure and
confirm within 5 days after the Contractor submits the report, and then forward the report to the Employer.

15 Insurance

15.1 Insurance of the Contractor

15.1.1 The Contractor shall be responsible for the full insurance coverage of all property (including but not limited to construction
equipment,  entry  materials,  engineering  equipment)  and  personal  safety  related  to  the  construction  under  this  Contract  and  shall
insure the transportation of the equipment, materials and parts, and all relevant costs have been included in the total contract price. If
the Contractor 's insurance is not sufficient to compensate for the loss, the additional part of loss shall be borne by the Contractor.

(2) After  the  reference  date,  if  in  the  course  of  the  performance  of  the  Contract,  the  newly  issued  applicable  law  provides  for
compulsory insurance covered by the Contractor, the contract price shall be adjusted in accordance with the provisions of Article 13
relating to the contract price adjustment.

15.1.5 The Contractor shall insure in accordance with the following requirements:

All property, safety and accidents occurred during the project term shall be handled and compensated by the Contractor. The
Contractor shall be fully insured against all aspects for this purpose.

15.2 All-Risk Insurance and Third Party Liability Insurance

Article 15.2 of General Terms is amended as follows:

The Contractor shall be responsible for insuring all risks of construction works, all risks of installation works and third party liability
insurance. The Contractor shall include the Employer, the subcontractor, the supplier and the service provider under this Contract as
the Insured under the insurance contract and include the Employer as the beneficiary (except for third party liability insurance).

The above insurance costs  are included in the total  contract  price,  and the Employer  will  not  pay otherwise.  The Contractor  shall
furnish to the Employer a copy of the policy, a copy of the premium payment document and a certificate of the effectiveness of the
policy, within 10 days after the completion of the relevant formalities.
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All of the above insurance taken out by the Contractor shall cover the scope and duration of any individual works and works.

16. Breach of Contract and Dispute Resolution

16.1 Liability for Breach of Contract

16.1.1 Employer’s liability for breach of contract

Article 16.1.1 of General Terms is amended as follows:

Where any of the following circumstances occurs:

(1)The Employer fails to perform the provisions of Article 5.1.2 and Subparagraphs (1) and (2) of Article 5.2.1 of Special Terms,
and to provide the technology, basic project information and onsite obstacle information (except that the Contractor finds any issue
or defect in the above information provided by the Employer, but fails to alert or allows such issue or defect to exist);

(2)the Employer fails to adjust the contract price according to Article 13, or fails to pay according to the type and amount of fund,
and the account and time designated by the Contractor according to the provisions of Article 14 relating to advance payment, project
progress payment and completion settlement;

(3)The Employer fails to perform other duties and obligations agreed in the Contract.

The Employer shall  take remedial  measures,  and compensate the Contractor  for the loss caused by the above breaches.  If  the key
timeline is delayed due to its breaches, the completion date shall be postponed. The Employer’s assumption of liability for breach of
contract shall not relieve or exempt its other liability or obligations to be performed according to the Contract.

16.1.2 Contractor’s liability for breach of contract

(2)Article 16.1.2(2) of General Terms is not applicable, and this article should be deleted.

16.1.3  Except  for  the  Contractor’s  liability  for  breach  of  contract  under  the  General  Terms  hereof,  the  Contractor  shall  further
assume  the  following  liability  for  breach  of  contract.  If  the  Employer  thus  suffers  any  loss,  the  Employer  is  entitled  to  directly
deduct from the accounts payable:

(1)If the implementation of the Project is inconsistent with the requirements of the Employer in the annex due to misunderstanding
of the Contractor, and the Contractor refuses to correct when being so requested by the Employer or its correction does not meet the
Employer’s requirements, the Contractor shall assume the loss thus caused to the Employer.
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(2) If the Contractor finds any error, inconsistency, ambiguities, difference or omission in any documents contained or sent together
with this Contract, it shall immediately notify the Employer in writing. The Employer shall issue a written order to the Contractor
accordingly.  If  such errors,  inconsistency,  ambiguities,  difference or omission is caused by the Contractor,  and the Contractor  has
completed the work before its sends the above notice or receives the above order, it shall assume the loss arising from change of the
work.

(3)The Contractor shall be responsible for any error, inconsistency, omission or other defects in any drawings, documents or similar
materials  prepared by or on behalf  of  it,  regardless  whether  such drawings or documents  have been examined or approved by the
Employer. Such examination or approval by the Employer shall not exempt the Contractor’s liabilities or obligations hereunder, and
the Contractor shall assume relevant costs.

(4) If  the completion inspection and acceptance are not  finished within the time specified in this Contract  due to the Contractor’s
reason, the Contractor shall pay liquidated damages for such delay according hereto. If the liquidated damages are not sufficient to
cover the loss of the Employer, the Employer may seek the Contractor’s liabilities according to law.

16.1.4 Other Contractor’s breach of contract during performance of this Contract

(1)The Contractor transfers its rights or obligations hereunder to others in whole or in part without consent of the Employer.

(2)The  Contractor  removes  the  construction  equipment,  temporary  devices  or  materials  from  the  construction  site  which  have
entered the construction site according to this Contract, without the approval of the Supervisor.

(3)The Contractor uses any unqualified materials or engineering equipment, and the work quality does not meet the standards, and
refuses to remove the unqualified work.

(4)The Contractor fails to promptly complete the work agreed herein according to the schedule specified in this Contract,  and has
caused or expect to cause delay of construction period.

(5)  The  Contractor  fails  to  correct  within  the  defect  liability  warranty  period  the  defects  in  the  list  of  defects  of  the  project
acceptance certificate or the defects occurred during the defect liability warranty period, and refuses to correct as instructed by the
Supervisor.

(6)The Project quality does not comply with relevant evaluation and inspection standards of the State or the requirements of relevant
drawings due to the Contractor’s reason.

16.1.5 Treatment of other breaches of the Contractor

(1)Where the Contractor transfers its rights hereunder to others in whole or in part without consent of the Employer, the Employer
may notify the Contractor to immediately terminate this Contract, and deal with such issue according to relevant laws.
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(2)Where the Contractor uses any unqualified materials, the Supervisor may issue a notice of correction to the Contractor, requiring
immediate  correction.  The  Contractor  shall  be  liable  for  the  increase  in  costs  and/or  delay  in  construction  period  caused  by  its
breach.

(3)If it proves that the Contractor has taken effective measures to correct its breach and the conditions for resumption of work are
met, upon examination, the Supervisor may issue a notice of resumption to request the Contractor to resume the work.

16.3 Disputes and Resolution

16.3.1 The specific procedure of dispute resolution is as follows:

If any dispute arises from or relates to this Contract, the parties shall first resolve through friendly consultation. The party raising the
dispute shall notify in writing the other party of the content, details and cause of the dispute. The parties shall further negotiate
within 30 days after the above written notice is sent. If no consensus is reached within 30 days, either party may summit the dispute
to Beijing Arbitration Commission for arbitration in Beijing according to the current arbitration rules of the commission. The arbitral
tribunal shall be composed of three arbitrators. The arbitral award shall be final and have binding force upon the parties.

16.3.1 The dispute resolution procedure is as follows:

Any dispute arising out of or in connection with this Contract shall be first settled by the parties through friendly negotiation. The
disputing party shall notify the other party in writing of the content, details and cause of the dispute. The parties shall conduct further
consultations within 30 days after the issuance of the above-mentioned written notice. If no agreement has been reached after 30
days, either party may submit the dispute to Beijing Arbitration Commission for arbitration in Beijing in accordance with its current
arbitration rules. The arbitral tribunal is composed of three arbitrators. The arbitral award is final and binding on both parties.

17. Force Majeure

17.2 Consequence of Force Majeure

Article 17.2 of General Terms is amended as follows:

Any  costs  for  loss,  damage  or  injury  or  delay  of  construction  period  caused  by  the  force  majeure  event  shall  be  covered  by  the
insurances taken out by the Contractor. If the insurance is not sufficient to cover, the difference shall be dealt with as follows:
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(1)The Employer shall be responsible for the loss and damage of permanent work and project materials;

(2)The personal injuries shall be dealt with according to their respective employment contracts;

(3)The  loss  or  damage  of  the  Contractor’s  machinery,  equipment  or  property  and  temporary  work  shall  be  assumed  by  the
Contractor;

(4)The loss for suspense of work shall be borne by the Contractor;

(5)The loss or damage arising from either party’s delay in performance of the obligation of protection hereunder after occurrence of
the force majeure event shall be borne by such party;

(6)Where  the  Employer  notifies  to  resume the  construction,  the  Contractor  shall  submit  the  plan  for  clearance  and  repair  and  the
estimate, and the information and report of progress schedule within 20 days after receiving the notice or within the time limit agreed
by  the  parties.  Upon  confirmation  by  the  Employer,  the  costs  for  the  clearance  and  repair  shall  be  borne  by  the  Employer.  The
completion date for the resumed construction shall be postponed accordingly.

17.3 Scope of Force Majeure

The scope of force majeure referred to in this Contract: Force majeure refers to natural disasters and social emergencies that are
unforeseeable at the time of conclusion of the Contract by the Contractor and the Employer and unavoidable during the construction
of the Contract, and that causes the construction unable to carry out or continue, including

(1) War, hostilities (whether declared war or not), invasion, foreign enemy behavior;

(2) Rebellion, terrorism, revolution, insurrection, military coup or usurpation of power, or civil war;

(3) War munitions, explosives, ionizing radiation or radioactive contamination, other than those arising from the use of such
ammunition, explosives, radiation or radioactivity by the Contractor;

(4) Natural disasters, such as earthquakes, hurricanes, typhoons, or volcanic activity.

"Abnormal harsh weather conditions" refer to the weather conditions notified by the government, which causes the construction to
stop, and which is not the force majeure defined in this Contract. In such a case, the Contractor may require the Employer to extend
the construction term, but without adjustment of the contract price.

In case of "abnormal harsh weather conditions", resulting in the extension of the construction term, the Contractor must propose an
application for extension of the construction term within 24 hours in writing to the Employer and the Supervisor. The
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Supervisor and the Employer shall issue relevant instructions within two working days after receipt of the application. If the
Contractor fails to do so, it shall be deemed to have given up the power to extend the construction term. The Employer shall give a
written reply within two working days after receipt of the application.

18. Termination of Contract

18.1 Termination by Employer

Article 18.1 of General Terms is amended as follows:

18.1.1 Notice of correction

Where the Contractor fails to perform its duties, responsibilities and obligations according to this Contract, the Employer may notify
the Contractor to correct and take other remedies within the time limit specified by the Employer.

18.1.2 Termination by Employer

The Employer  may notify  the  Contractor  in  writing,  to  terminate  this  Contract  in  whole  or  in  part  for  the  following  reasons.  The
Employer shall give 15-day written notice to the Contractor before this Contract is terminated. The termination by Employer shall
not prejudice to other rights enjoyed by the Employer hereunder.

(1)The Contractor fails to follow the provisions of the performance guarantee in Article 14.2.1;

(2)The Contractor fails to correct as required by the notice in Article 18.1.1;

(3)The Contractor fails to comply with the provisions relating to subcontract and assignment of contracting;

(4)The Contractor fails to take any acts or take any required acts in respect of the reasonable orders issued by the Employer;

(5)The project quality has defect, and the Contractor fails to repair within 7 days after receiving the Employer’s notice without any
justifiable reason;

(6)The Contractor refuses to perform this Contract by words or by acts, or fails to perform this Contract after the Employer gives it
written notice of performance, or fails to perform this Contract properly;

(7)According  to  the  provisions  of  Subparagraph  (4)  of  Article  8.6.2  and/or  Article  10.8,  the  failed  completion  test  or  after-
completion test causes the Project in whole or in part to lose its use or production functions;
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(8)The Contractor goes into bankruptcy,  winding-up or liquidation,  or evidence shows that the Contractor will  go into bankruptcy
and/or liquidation;

(9)Any force majeure events under Article 17 occur, and cause the principal obligations hereunder unable or unnecessary to perform;

(10)Other circumstances where the Contractor materially violates this Contract.

The Employer shall not terminate this Contract or part of the work hereunder for arranging other contractor to implement the Project.
If the Employer violates the previous provision, the Contractor is entitled to initiate an arbitration or litigation according hereto.

18.1.3 The work stopped and continued after the notice of termination

Article 18.1.3(3) of General Terms is amended as follows:

(3) Hand over the completed permanent work and the materials for permanent work transported to the site. Before hand-over, safe-
keep and maintain such completed work and materials;

Article 18.1.3(6) of General Terms is amended as follows:

(6) Upon approval by the Employer, the Contractor shall transfer the subcontracting agreement and relevant duties and obligations
relating to the terminated Contract or part of the work under the terminated Contract and being performed to the Employer and/or the
nominee  of  the  Employer,  and  assist  the  Employer  and/or  the  nominee  to  sign  the  transfer  agreement  with  the  subcontractor,
including the permanent work and engineering materials as well as relevant work;

Article 18.1.3(8) of General Terms is amended as follows:

(8) Before the settlement for terminating the Contract  is finished, the Contractor shall  not remove and/or dismantle its machinery,
equipment, device, revolving materials and measurement materials from the site, except as consented by the Employer in writing.

18.2 Termination by Contractor

Article 18.2.1 of General Terms is amended as follows:

Termination  by  Contractor.  If  any  of  the  following  circumstances  occurs,  the  Contractor  is  entitled  to  give  written  notice  to  the
Employer and terminate this Contract, provided that the notice shall be sent to the Employer 15 days in advance:

(1)The Employer delays in payment for more than 45 days, or the Contractor request for resumption of work according to Article
4.6.4, but the Employer fails to notify resumption within 180 days;
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(2)Except  for  the  obligation  of  payment,  the  Employer  materially  breaches  this  Contract,  refuses  to  correct  within  45  days  after
receiving the Contractor’s written notice thereof, and thus stops the Contractor work for more than 30 days;

(3)Article 18.2.1(3) of General Terms is not applicable, and this article should be deleted;

(4)Any  force  majeure  events  in  Article  17  occur,  and  cause  performance  of  any  principal  obligations  hereunder  unable  or
unnecessary;

(5)The  Employer  goes  into  bankruptcy,  winding-up  or  liquidation,  or  evidence  shows  that  the  Employer  will  go  into  bankruptcy
and/or liquidation, and the Employer is unable to pay the contract price.

Where the Employer pays or agrees to the resumption of work or to perform its obligations when it receives the notice of termination
under Subparagraphs (1) and (2) hereof from the Contractor, the Contractor shall promptly arrange and resume the normal work. If
any key timeline is delayed, the completion date shall be postponed. The additional costs incurred by the Contractor shall be borne
by the Employer.

18.2.2 After the Contractor issues the notice of termination, the work it is entitled to stop or must carry on is as follows:

Article 18.2.2(5) of General Terms is amended as follows:

(5) At the request of the Employer, the Contractor shall transfer the subcontracting agreement to the Employer and/or the nominee of
the  Employer,  and  assist  the  Employer  and/or  the  nominee  to  sign  the  transfer  agreement  with  the  subcontractor,  including  the
permanent work and engineering materials as well as relevant work;

18.2.4 Settlement after termination of Contract

Article 18.2.4(4) of General Terms is amended as follows:

(4) If the Contractor has any receivable balance uncollected when the Contract is terminated, and the Contract does not provide that
the Employer should provide payment guarantee according to Article 14.2.2,  the Employer shall  pay corresponding amount at the
agreed date of paying settlement amount according to Article 18.2.3. If the Employer delays in payment, from the 38 th day of the
delay, it shall pay the balance in arrears and the interest at the similar lending rate of the People’s Bank of China for the same period.
If the Employer fails to pay in the subsequent 60 days, the Contractor has the right to resolve the issue according to Article 16.3.

19. Effectiveness and Termination of Contract
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19.2 Counterparts

This Contract is made in multiple counterparts, and all counterparts are originals, and have equal force.

20 Supplementary Terms

20.1 Migrant Workers' Wages

(1) The Contractor must pay wages of migrant workers strictly in accordance with the Labor Law , the Interim Measures for
Payment of Wages of Migrant Workers in the Construction Industry (issue by the Ministry of Labor and Social Security [2004]
No.22) , the Regulations on Minimum Wages and other relevant provisions, without default or deduction. During the construction
process, the Employer is entitled to request the Contractor to provide the roster of the migrant workers and to ensure that the
subcontractors pay off the labor wages of migrant workers, engineering materials and all the mechanical equipment rental expenses
on a monthly basis. Otherwise, the Employer is entitled to cease to pay the construction costs to the Contractor. When any
subcontractor of the Contractor has defaults on the wages of migrant workers, the Contractor shall directly distribute the wages to
the migrant workers. The Contractor is strictly prohibited to distribute the wages to the "labor contractors" or other organizations and
individuals who do not have employment qualifications. Enterprises may entrust banks to issue migrant workers' wages.

(2) When the Contractor is incapable of guaranteeing the payment of wages of migrant workers, the Employer is entitled to deduct
the amount equal to the wage part of the migrant workers in the Contractor's progress payment, and pay the migrant workers on
behalf of the Contractor.

(3) The general contractor shall submit the roster of migrant workers of the construction project and payroll status to the
Construction Administration Bureau at the end of each quarter. Enterprises shall prepare statements of wage payments of migrant
workers to truthfully record payment units, payment time, payment objects, the amounts paid, and other wages information, and save
for more than two years for future reference.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION
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(4) If the Contractor arrears wages due to its own reasons, leading to collective petition of migrant workers, disturbance (such as
blocking roads, etc.), interference with the normal work order of the party and government organs and disruption of the social order
and other undesirable behavior, the Employer shall be entitled to punish the Contractor for [***] to be directly deducted from the
payables. Meanwhile, in addition to the above punishment, the Employer can reduce the proportion of progress payment of the
project to [***] for each occurrence, and the like, to [***] as the minimum.

20.2 Exit Mechanism

(1) If the Contractor causes a major safety accident and a major quality accident, the Employer will seek the Contractor’s liability. If
the situation is serious, the Employer is entitled to immediately terminate the Contractor, and evict the Contractor outside of the
construction site. The Contractor shall not be involved in the project of the Employer within three years.

(2) Where the Contractor commits any acts violating the law of security or the criminal law, gives or accepts bribery in the course of
the project or receives punishment by the law or regulation for other reasons, the Employer is entitled to immediately terminate the
Contract, and evict the Contractor outside of the construction site.

20.3 Other Requirements

(1)The Contractor shall comply with the project security penalty regulations in the annex, and ensure safe and civilized construction.
The Contractor  agrees  that  the  Employer  may adjustment  the  amount  of  penalty  based  on the  actual  situation  of  the  site,  and the
details shall be agreed by the parties, as applicable.

(2)The Contractor shall submit the list of project managers to the Employer before entering into this Contract. The managers shall
meet  the  needs  of  this  Project,  including:  the  lead  principal  for  design,  and  various  professional  principals,  purchase  principal,
construction principal (project manager), the onsite construction technical principal, business manager, quality inspector, the person
responsible  for  security,  and  various  professional  work  leader  etc.,  as  well  as  the  persons  responsible  for  contracts,  budget  and
materials management. The persons shall be approved by the Employer. Once determined, the persons will not be replaced without
the  Employer’s  consent.  In  case  of  replacement  in  special  circumstances  with  consent  of  the  Employer,  the  replacement  person’s
qualification shall be lower than his/her predecessor. If the Employer deemed certain person unqualified, the Contractor shall adjust.
All persons, especially the quality inspector and the person for security must be in position during the construction.
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(3) The Contractor shall organize field operations within the scope approved by the Employer. The Contractor shall bear all the
losses and responsibilities caused by the field operations beyond the scope approved by the Employer. The construction term shall
not be postponed.

(4) The Employer is entitled to unconditionally and immediately terminate the Contract if the construction quality of the Contractor
is poor, or a serious safety accident occurs, or the whole project is not completed within the stipulated time limit, or the project
cannot be normally constructed due to disputes regarding creditor's rights and debts of the Contractor. The Contractor shall withdraw
from the construction site unconditionally within 7 days from the date of receipt of the notice of cancellation of the Contract and the
written notice of withdrawal from the construction site from the Employer, and shall bear all the expenses incurred by the
withdrawal from the construction site. The Employer is entitled to request the bank to pay the balance of the performance guarantee
provided by the Contractor as liquidated damages.

(5)All  concealed  work,  and  interim  inspection  parts  shall  be  governed  by  the  national  and  local  regulations  and  the  industrial
regulations  relating  to  clean  room  (“C/R”),  ultrapure  water  supply  system  (“UPW”),  large  and  special  gas  transmission  system
(“TGSS”),  chemical  dispense  system (“CCSS”)  and  other  special  electromechanical  systems.  If  the  Contractor  violates  the  above
provisions, and fails to notify relevant department and the Employer/ Supervisor to inspect and enter the following process, it shall
correct  at  its  own  cost,  and  assume  relevant  liabilities  if  any  suspense  or  rework  is  caused.  In  such  case,  the  costs  will  not  be
increased,  and  the  construction  period  will  not  be  extended.  If  it  is  required  for  the  governmental  departments  to  participate  the
inspection  according  to  the  national  regulations,  the  Contractor  shall  implement  such  regulations.  If  the  Contractor  fails  to  go
through relevant formalities, the governmental departments shall deal with such failure. If the Employer thus suffered any penalty by
the government or any loss, the Contractor shall assume the liability.

20.4  The  penalty  will  not  deduct  the  amount  of  performance  guarantee.  The  Employer  may  directly  deduct  the  above  and  other
penalties and liquidated damages agreed herein from the payment for the project owing to the Contractor. If the liquidated damages
are not sufficient to cover the Employer’s loss, the Employer is entitled to seek the Contractor’s liability according to law.

20.5  Where  the  provisions  of  Special  Terms  (Part  III  hereof)  conflict  with  the  provisions  of  General  Terms  (Part  II  hereof),  the
former shall prevail.

20.6 Provisions regarding Risk Assumption and Completion and Hand-over of Accepted Single Work, Work in Process and Wholly
Completed Work
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The parties agree that the completed single work will be handed over to the Employer to use after the inspection and acceptance. The
settlement therefor shall be carried out together with the settlement of the wholly completed work. The insurance taken out by the
Contractor shall cover the scope and during of the single work and other works. If any destruction or loss occurs, the Contractor shall
claim from the insurance. If the insurance is insufficient,  the Contractor shall assume the difference (except for any force majeure
event).

The Project will be handed over to the Employer for use when it is wholly completed and inspected and accepted. The completion
settlement will be conducted at the same time. Before the hand-over to the Employer, the risk of destruction or loss of the Project
shall be borne by the Contractor (except for any force majeure event). During such period, the loss shall be first paid by the insurer,
and then be assumed by the Contractor, if the insurance compensation is insufficient.

20.7 Except that the confidentiality obligation hereunder is breached, neither party shall be liable for any indirect loss of the other
party hereunder,  regardless whether such loss is  anticipatable,  or whether it  is  possible for either party to know the occurrence of
such loss.
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Exhibit 10.3

NOTE: Portions of this Exhibit are the subject of a Confidential Treatment Request by the Registrant to the Securities and
Exchange Commission (the “Commission”). Such portions have been redacted and are marked with a “[***]” in the place of
the redacted language. The redacted information has been filed separately with the Commission.

AOS Confidential

Amendment 1 to

EPC Contract of Manufacturing, Packaging, and Testing Project for 12-Inch Power Semi-
Conductor Chip

This agreement is the amendment to < EPC Contract of Manufacturing, Packaging, and Testing Project for 12-Inch
Power Semi-Conductor Chip> (hereinafter referred to as ‘Contract’) signed between Chongqing Alpha and Omega
Semiconductor Limited and The IT Electronics Eleventh Design & Research Institute Scientific and Technological
Engineering Corporation Limited on Nov 28th, 2016. This amendment shall be effective since the date of signing by
each party. All expressions that have not been defined in this amendment shall keep their original meanings. Besides
the articles modified in this amendment, all other articles shall remain the same in the contract.

Both parties have agreed to modify the contract as follows:

1. Contract Part I Agreement :VIII Effectiveness;

The original content was:

This contract shall become effective on the execution date after the legal representatives or authorized representatives
of the Employer and Contractor sign and stamp their common seals on the Agreement, and the boards of directors of
the Parties approve the Agreement (“Effectiveness Date”).

Now change to:

This contract shall become effective on Jan 10 th , 2017 (“Effectiveness Date”) after the legal representatives or
authorized representatives of the Employer and Contractor sign and stamp their common seals on the Agreement, and
the boards of directors of the Parties approve the Agreement.
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2. Contract Part III Special Terms: 3.1.12.1 Form and Amount of Performance Guarantee;

The original content was:

The Contractor shall, within [***] days after signing the Contract, submit the performance guarantee to the Employer,
including 1) issuing the bank performance guarantee in an amount of [***] of the total contract price [***] in the form of
the Annex; and 2) paying the deposit for wages for migrant workers by the Parties according to the regulations of the
government.

Now change to:

The Contractor shall, within [***] working days after signing the Contract, submit the performance guarantee to the
Employer, including 1) issuing the bank performance guarantee in an amount of [***] of the total contract price [***] in the
form of the Annex; and 2) paying the deposit for wages for migrant workers by the Parties according to the regulations of
the government.

3. Contract Part III Special Terms: 14.3.2 Payment of advance;

The original content was:

The advance payment of design cost shall be made within [7] working days after the Contract is entered into, and the
advance payment of total contracting price for procurement and construction shall be made within [7] working days after
the Contractor enters the construction site.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION

Now change to:

The advance payment of design cost shall be made within [7] working days after the Contract is entered into, and the
advance payment of total contracting price for procurement and construction shall be made within [21] working days
after this contract becomes effective.

4. Contract Part I Agreement: III. Key Milestones;

The original content was:

Completion date for a single project:
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(1)    The completion date of packaging and testing plant (“AT”): the dust free room of the packaging and testing plant
(“AT”) will be verified before [***], and the installation conditions for the process equipment of the Employer shall be met
(“Move in”);

(2)    The completion date of FAB: the dust free room of the FAB will be verified before [***], and the installation
conditions for the process equipment of the Employer shall be met (“Move in”).

Now change to:

Completion date for a single project:

(1)    The completion date of packaging and testing plant (“AT”): the dust free room of the packaging and testing plant
(“AT”) will be verified before [***], and the installation conditions for the process equipment of the Employer shall be met
(“Move in”);

(2)    The completion date of FAB: the dust free room of the FAB will be verified before [***], and the installation
conditions for the process equipment of the Employer shall be met (“Move in”).

Please refer to the Annex 1 of this amendment (Overall Progress Schedule of Chongqing AOS Chips Construction
Project 20170113) for other milestones of contract.

*** CONFIDENTIAL PORTIONS OMITTED AND FILED SEPARATELY WITH THE COMMISSION

5. Contract Part IV Annexes: Annex II Overall Progress Schedule of Chongqing Chip Construction Project;

The original content was:

Contract Annex II < Overall Progress Schedule of Chongqing Chip Construction Project 20161117>

Now change to:

This amendment Annex 1 < Overall Progress Schedule of Chongqing AOS Chip Construction Project
20170113>.

6. Contract Part IV Annexes: Annex III Payment Schedule
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The original content was:

Contract Annex III (Payment Schedule)

Now change to:

This amendment Annex 2 (Payment Schedule 20170113)

(Signature page follows)
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Employer: Chongqing Alpha and Omega Semiconductor Limited

The signature of authorized person: /s/ Leeshawn Luo

Date: 2017-01-23

Name: Leeshawn Luo

Title: Acting General Manager

(Company stamp)

Contractor: The IT Electronics Eleventh Design & Research Institute Scientific and Technological Engineering
Corporation Limited

The signature of authorized person: /s/ Zhenyuan Zhao

Date:

Name: Zhenyuan Zhao

Title:

(Company stamp)
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14(a) and 15d-14(a), AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Mike F. Chang, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Alpha and Omega Semiconductor Limited (the "registrant");
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control

over financial reporting.

Date: May 4, 2017
 

/s/    Mike F. Chang   
Mike F. Chang

Chief Executive Officer



Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14(a) and 15d-14(a), AS ADOPTED PURSUANT TO

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Yifan Liang, certify that:
1. I have reviewed this Quarterly Report on Form 10-Q of Alpha and Omega Semiconductor Limited (the "registrant");
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:
a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control

over financial reporting.

Date: May 4, 2017
 

/s/    Yifan Liang         
Yifan Liang Chief Financial Officer and Corporate Secretary



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Mike F. Chang, chief executive officer of Alpha and Omega Semiconductor Limited (the "Company"), certify for the purposes of 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge,

a. the Quarterly Report of the Company on Form 10-Q for the fiscal quarter ended March 31, 2017 (the "Report"), fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

b. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 4, 2017
 

/s/    Mike F. Chang    
Mike F. Chang

Chief Executive Officer



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Yifan Liang, chief financial officer of Alpha and Omega Semiconductor Limited (the "Company"), certify for the purposes of 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge,

a. the Quarterly Report of the Company on Form 10-Q for the fiscal quarter ended March 31, 2017 (the "Report"), fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

b. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 4, 2017

 
                                  

/s/    Yifan Liang        
Yifan Liang

Chief Financial Officer and Corporate Secretary


