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Dear Sirs,

1) CONTINUING CONNECTED TRANSACTIONS
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On 3 July 2024, after trading hours:
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Hydropower Group, Sichuan Energy Construction, Sichuan Energy Consolidated Energy
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2023 Rural Power Grid Contracts

(a) EPC Contract for 10kV and Below Project
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Company and certain Other 10kV and Below Project Implementation Units are associates of Hydropower
Group. Sichuan Energy Construction is a direct subsidiary of Energy Investment Group, which is one of
the controlling shareholders of the Company. Sichuan Energy Consolidated Energy is a wholly-owned
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The Independent Board Committee, comprising all independent non-executive Directors, namely
Mr. Siu Chi Hung, Mr. Chen Chuan, Mr. Mou Yingshi, Prof. Li Jian and Ms. He Yin, has been formed
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PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our recommendation in respect of the terms of the Electricity Purchase Framework
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Table 1: Consolidated statement of profit or loss and other comprehensive income of the
Group for the year ended 31 December 2022 and 2023

Tauwthorwan rodad 21 Daramhboy

2023 2022
(audited) (audited)
RMB’ million RMB’ million

™o A 10 A 22121

: " 1
(a) principal business 4,151.8 3,309.6
(i) General Power Supply Business 3,323.0 2,524.3
(ii) Incremental power transmission and

distribution business 358.8. 384.4
(iii) EECS business 470.0 400.9
(b) other businesses 8.4 3.6
Gross (loss)/profit 675.9 572.4
Administrative expenses 235.8 203.8
Finance costs 13.3 8.6
Other income 2.5 2.3
Investment income . 4.6 13.1
Credit impairment losses (20.1) (3.1)
Asset impairment losses (9.8) 0.7
Gains on asset disposal 15.5 . 0.006
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Profit before income tax 409.2 361.5

Net profit for the year 342.0 302.5

Net profit for the year attributable to the
- ; ¥ Cm— g ¢ e :

. T *

Net profit for the year attributable to
non-controlling interest 3.0 1.1

The revenue of the Group increased from approximately RMB3,313.3 million to
approximately RMB4,160.2 million from the year ended 31 December 2022 to the year ended
31 December 2023, which was primarily due to the increase in principal business by approximately

RMB842.2 million, mainly resulting from the increase in revenue generated from general power
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RMB352.5 million for the year ended 31 December 2022 to approximately RMB403.2 million
for the year ended 31 December 2023, which was primarily due to (i) the increase in gross profit
by approximately 18.1% from approximately RMB572.4 million for the year ended 31 December
2022 to approximately RMB675.9 million for the year ended 31 December 2023; and (ii) increase
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by (a) the increase in finance costs by approximately RMB4.7 million from approximately
RMBS.6 million to approximately RMB13.3 million; (b) the decrease in investment income by
approximately RMBS.5 million from approximately RMB13.1 million to approximately RMB4.6
million during such period; (c) increase in credit impairment losses by approximately RMB17.0
million from approximately RMB3.1 million to approximately RMB20.1 million; and (d) increase
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The Group’s liabilities increased by approximately 48.8% from approximately RMB1,962.8
million as at 31 December 2022 to approximately RMB2,921.0 million as at 31 December 2023,
which was primarily due to (i) the increase in current liabilities by approximately 26.2% from
approximately RMB1,511.6 million as at 31 December 2022 to approximately RMB1,907.0 million
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1.25 times from approximately RMB451.2 million as at 31 December 20
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The operating profit of the Group increased from approximately RMB144.9 million for
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30 June 2024, which was mainly due to the increase in the gross profit of approximately RMB57.8
million during the same period, and partially offset by the increase in administrative expenses
from approximately RMB94.9 million for the six months ended 30 June 2023 to approximately
RMB109.4 million for the six months ended 30 June 2024.

The net profit for the year of the Group increased from approximately RMB129.1 million
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2. Information of Yibin Zhangwo and Shuifu Hongli

Yibin Zhangwo is a limited liability company established in the PRC which was held as to

approximately 66.67% by Jinding Group and 33.33% by Shenzhen Aizhong Capital Management Co.,
T, tﬁn_ﬂ” 5 Eg mi@ & BB /N H1\ ac at the T atect Practicahle Nata Ac at the T.atest Practicahle

Date, Jlndlng Gloup was held as to approxmlately 69 39% by Hydropower Group and approximately
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3. Electricity Purchase Framework Agreements
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(a)  Reasons and benefits for entering into the Electricity Purchase Framework Agreements

As stated in the “Letter from the Board”, the Group has formed a long-term relationship in
purchasing electricity from the Zhangwo Power Station and Dayukong Power Station since October 2017
and February 2013, respectively, and there is cogent evidence that over the years both stations had been
providing stable electricity supply to the Group. Moreover, the unit prices of electricity charged by Yibin

Zhangwo and Shuifu Hongli were lower than the average unit price of electricity in 2023 charged by
State Grid Corporat10n of China (B & % 4 4 IR /» 7] )(“State Grid”) and China Southern Power Grid
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We have reviewed the average unit price of electricity in 2023 offered by Sate Grid and China
Southern, and noted that both the unit price of electricity of RMB0.2549 per kWh (tax exclusive) and the
unit price of electricity of RMB0.31068 per kWh (tax exclusive) offered by Yibin Zhangwo and Shuifu
Hongli respectively for the Electricity Purchase Framework Agreements are lower than that charged by
either State Grid or China Southern for the same regions during the year 2023.

We understood that the Company is of the view that unit prices of the electricity as offered by
State Grid or China Southern was not expected to have material fluctuation to a much lower price level
in the next three years, given that the average unit prices as offered by State Grid and China Southern
for the past two years remained stable and the Company is not aware of any changing circumstances as
of the Latest Practicable Date which may bring material changes to the unit prices as offered by State
Grid and China Southern, so it would be beneficial to continue to purchase electricity from the Zhangwo
Power Station and Dayukong Power Station through Yibin Zhangwo and Shuifu Hongli by entering into -
the Electricity Purchase Framework Agreements, as it would enable to the Group to continue to enjoy a

favourable and competitive elect11c1ty price wh1ch will be conductive in controlling the operating costs
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Having considered (i) the electricity purchase under the Electricity Purchase Framework
Agreements is conducted in the ordinary and usual course of business of the Group; (ii) the business nature
of the Group required significant amount of electricity; (iii) as informed by the Company, the supply
of electricity from Yibin Zhangwo and Shuifu Hongli were stable even during the peak demand period
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(¢)  Electricity Purchase Annual Caps
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Table 5: Proposed Electricity Purchase Annual Caps

For the year ending 31 December
2024 2025 2026

’ jm[nl;igﬂ\ /nlln)nni“ /i,pm}nf') 5‘

e R e

Wiklcn "Thacmiia Dlaatainitsr Disvnabnna

= o — e :
b

,
x‘_ TESTEY - = ‘
d F

J

) }

L \

i

1 /
| —— ;
f . - I
l

i ,

U A — i

Shuifu Hongli Electricity Purchase

- T 1A — 255NN 2T AAN A |
=1 ] ‘l —ﬂ







MESSIS X H &%

hagd

-

_annual utilisation hours in the past five years as the estimated maximum volume of electricity for
the three years ending 31 December 2026 since (i) the highest volume purchased by the Group in
the past five years has outweighed the designed annual utilisation hours of Zhangwo Power Station;
and (ii) the Company is not aware of any material changes which may change the certainty and
consistency of the volume of electricity that the Group expects to purchase from the Zhangwo
Power Station for the three years ending 31 December 2026.

It is observed that for the Dayukong Power Station, the Company has adopted the average
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(i.e. approximately 3,900 hours) to multiple by the rated output capacity of electricity generation
to arrive the estimated maximum volume of electricity to be purchased by the Group. Such average
amount was 321 hours higher than the highest annual utilisation hours in the past five years of
the Dayukong Power Station as purchased by the Group. We considered that such difference of
321 hours provides flexibility to the Group in the event that it has the demand to purchase more
electricity when its own generated electricity is not sufficient, taking into account of the uncertain
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Taking into the reasons abovementioned, we considered the unit prices as offered by

Zhangwo Power Station is fair and reasonable. Though the unit price offered by Dayukong Power
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Independent Third Parties (i.e. difference of RMB0.01 kWh), we considered the reasons and
benefits for entering into the Electricity Purchase Agreements as discussed under the sub-paragraph
(a) headed “Reasons and benefits for entering into the Electricity Purchase Framework Agreement”
above outweigh such trivial difference.

The buffer as considered

We have discussed with the Management and was informed that the unit price of electricity
will be lowered approximately 24% during the high-water period and be increased approximately
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Company during the high—wéter period would be higher than that of the low-water period, the
averaged unit prices to be charged by the power stations should be lower than the unit prices as
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Also, in order to ensure that the terms under the Electricity Purchase Framework Agreements for
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transactions are carried out under normal commercial terms, the Company have adopted the following
internal control procedures:

@) the operation management department of the Company will monitor the transactions under
the Electricity Purchase Framework Agreements on a regular basis, and assess whether the
annual caps are expected to be exceeded based on the volume of electricity already purchased
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1I. 2023 RURAL POWER GRID CONTRACTS
1. Information of Parties Involved
Xuzhou Electricity

Xuzhou Electricity is a limifed liability company established in the PRC and a wholly-owned
subsidiary of the Company engaged in the development, production and sale of electricity.

Gao County Electricity
Gao County Electricity is a limited liability company established in the PRC and a

wholly-owned subsidiary of the Company engaged in power generation and supply and trading of
electrical equipment.

Gong County Electricity
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Sichuan Energy Investment Development Construction

o Sighuan Faeroy Investmens Develonment Capstewctin Co Tod * (V0 W BE A0 B g

& H BR A B]) (formerly known as Sichuan Energy Yibin Electricity Engineering Co. Ltd.* (/4
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1. the legal representative or authorised agent of each party to
the contract having executed the contract or affixed the seal

thereto;




Total estimated RMB967,673,620 N (tax inclusive) which comprises (i) the

contract price survey and design fee of RMB60,234,917 (tax inclusive); (ii) the
payable under the construction fee of RMB903,927,449 (tax inclusive); and (iii) the
EPC Contract for auxiliary material fee of RMB3,511,254 (tax inclusive), subject
10kV and Below to completion and settlement audit report issued by an audit
Project: institution engaged by Hydropower Group.

Out of the total estimated contract price of RMB967,673,620 Yo
(tax inclusive), it is envisaged that (i) the 10kV and Below

Praiect Tmnlementation Tnite chall chare and he resnancihle

v |

for the payment of RMB207,875,798 (tax inclusiveg; and =n=

Sichuan Energy Investment Development Construction as
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inclusive) for the services to be rendered.

Based on the Company’s past experience and estimation, the final
settlement amount is expected to have a fluctuation of no more
than 5% from the estimated contract price.

Note: The total contract sum of RMB967,673,620 (tax inclusive) represent
the aggregate of the contract sum of the 10kV and Below Project under
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The bid evaluation committee was formed in accordance with the
requirements of the Management Measures on Bid Evaluation
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Payment terms: The contract price shall be paid in the following manner:
a Advance payments

The advance payment shall be 15% of the total estimated
contract price and payable within 14 days upon approval

by the 10kV and Below Project Implementation Units and
~ v~ v Lo~_a ~ . v ek s I L o

application for advance payments,

The advance payment shall be credited into the progress
payments (as detailed below) once the aggregate progress
payments reached 30% of the total contract sum. At which
point, 30% of the advance payments shall be credited into
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amount of progress payments reached 85% of the total
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credited) and the entire advance payments are credited.




Construction fee

Up to 80% of the total construction fee based on 80% of
. f._![‘ A:[‘._] qI.D.,_L ALt g ntbarrnblmem rormwls Ammanlatad annh -

Up to 85% of the total construction fee after completion and
acceptance of the project.

Up to 97% of the total construction fee after settlement and
audit.

The remaining 3% of the total construction fee shall be
retained as quality warranty and shall be paid after the
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Advance payment The contractors shall provide an advance payment guarantee,
guarantee: either in the form of cash or a letter of guarantee, with an amount
not less than the advance pa.yment payable under the EPC Contract

for 10kV and Below Project.

The advance payment guarantee shall be released once the advance
payment is fully utilised.

Performance The contractors shall provide performance guarantee in the amount
guarantee: equivalent to 10% of the total contract price to the principal by
way of cash or a letter of guarantee.

The performance guarantee shall be returned to the contractors 3
months after the satisfactory completion inspection of the 10kV
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application to return the performance guarantee to be submitted by

the contractors.
(i)  Equipment and Materials Procurement Contract

Date: 3 July 2024 (after trading hours)

Parties: (1)  Hydropower Group (as principal);
(2)  Materials Industry Group (as contractor);
(3) 10kV and Below Project Implementation Units; and
(4)  Other 10kV and Below Project Implementation Units

Project: The 10kV and Below Project
The Equipment and Materials Procurement Contract covers two
major projects, being the equipment and materials procurement
for the 10kV and Below Project under the 2023 Rural Power Grid
Consolidation and Improvement Project and the equipment and
materials procurement for the 10kV and Below Project under the

New Rural Power Grid Consolidation and Improvement Project.

The Group will only take part in the equipment and materials
nrocuirement for nart of the 10kV and Relow Proiect under
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Scope of service: The procurement of equipment and material for the 10kV and
Below Project

Contract duration: The contractor shall supply the relevant equipment and materials
in accordance with the progress of the project, starting from the
actual date requested by the principal or the 10kV and Below
Project Implementation Units and Other 10kV and Below Project
Implementation Units

Conditions precedent: The contract shall become effective subject to the satisfaction of
the following conditions precedent:

1. the legal representative or authorised agent of each party to
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whichever is the later, unless otherwise specified under national
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the following conditions precedent:

1. the legal representative or authorised agent of each party to
the contract having executed the contract or affixed the seal
thereto;

2. Hydropower Group having received the performance

guarantee from the approved contractors;

3. the rural power grid investment contract among Hydropower
Group, the 35kV and Above Project Implementation Units
and Other 35kV and Above Project Implementation Units
having been executed and become effective (in the event

nesbpln feanlamantation wnits digd not antar intn nny ~ffantiyra

nE— .

rural power grid investment contract, the project involving
such implementation unit shall not be implemented, but it
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Out of the total estimated contract price of RMB718,304,068.00
(tax inclusive), it is envisaged that (i) the 35kV and Above
Project Implementation Units shall share and be responsible
for the payment of RMB107,836,000 (tax inclusive); and (ii)
Sichuan Energy Investment Development Construction as one
of the contractors, will receive RMB103,906,990 (tax inclusive)
for the services to be rendered.

Based on the Company s past experience and estimation, the final
- - U g gl (i G S S TR —

than 5% from the estimated contract price.

Pricing: The estimated contract price was the successful tender price
offered by Sichuan Energy Construction, Sichuan Energy
Consolidated Energy and Sichuan Energy Investment Development
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evaluation committee (#F 1 & B &) after thorough evaluation

nursuant t6 the_relevant rules and reeuwlations of the PRC and the
tender documents,

The bid evaluation committee was formed in accordance with the
requirements of the Management Measures on Bid Evaluation
Expert and Bid Evaluation Expert Pool of Sichuan Province*
KM EFEERAEATEEREE HBR)) (the
“Management Measures”) and the Tendering and Bidding Law

of the PRC* ({3 A R 2L 70 B 8 % #£95)). As confirmed

by the Directors, the bid evaluatlon committee consisted of nine
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When selecting the successful bidder, the bid evaluation committee

had considered a basket of factors including, among others, (i)
mrnn tlin laacnlwonn anmoata tha hiddowr? haalrannisn

credibility and the bidding price for the required services; and (ii)
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control and assurance and the qualification(s) possessed by the
professional team of the bidder to be engaged.
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(ii)  Progress payments
Survey and design fee
Up to 80% of the total survey and design fee (inclusive
of advance payments) after confirmation of construction

drawing design.

Up to 85% of the total survey and design fee after
completion and acceptance of the project.

Up to 97% of the total survey and design after settlement
and audit.

The remaining 3% of the total survey and design fee shall

PR TN NS & [ PR I® (Y QU PPN

o — [ — Lo

expiry of defect liability period.

Other progress payments

Up to 80% of the contract price (after deducting the survey
and design fee) based on 80% of the actual amount of the

work completed each month.

TTn ta 853% of the total coniract orice (after deducting the

survey and design fee) after completion and acceptance of
the project.
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Advance payment The contractors shall provide an advance payment guarantee,
guarantee: either in the form of cash or a letter of guarantee, with an amount
not less than the advance payment payable under the EPC Contract

for 35kV and Above Project.

The advance payment guarantee shall be released once the advance
payment is fully utilised.

Performance The contractors shall provide performance guarantee in the amount
suargnfee: eaunivalent to 10% of the total contract nrice to the porincinal bv _ -

way of cash or a letter of guarantee.
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(where applicable) of the 35kV and Above Project and upon
the approval by the principal of the application to return the
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Scope of service:

Construction period:

Conditions precedent:

Design (preliminary design and construction drawing design
stages), installation, commissioning and general contracting,
and procurement of equipment and materials with respect to the
Automation Engineering Project

275 calendar days

The contract shall become effective subject to the satisfaction of
the following conditions precedent:

L. the legal representative or authorised agent of each party to
the contract having executed the contract or affixed the seal
thereto;

2. Hydropower Group having received the performance

guarantee from the approved contractors;

3, the rural power grid investment contract among
Hydropower Group, the Automation Engineering Project

Implementation Units and Other Automation Engineering

o) : o 1 - h i S 1 . b] P . S R

become effective (in the event certain implementation units
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4. the self-financed funds (if any) of the Automation

contract, the project involving such implementation
unit shall not be implemented, but it shall not affect
the implementation of the other projects under the EPC
Contract for Automation Engineering Project);

Engineering Project Implementation Units and Other
Automation Engineering Project Implementation Units
being available;

5. the Independent Shareholders having approved the contract
and the transactions contemplated thereunder at the EGM in

accordance with the Listine Rules: and
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Total estimated RMB90,694,397.00 (tax inclusive) which comprises (i) the design
contract price fee of RMB3,175,063.00 (tax inclusive); (ii) the construction fee
payable under and other fee of RMB13,426,622.00 (tax inclusive); and (iii) the
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for Automation subject to completion and settlement audit report issued by an
Engineering Project:  audit institution engaged by Hydropower Group.

Out of the total estimated contract price of RMB90,694,397.00
(tax inclusive), it is envisaged that the Automation Engineering
Project Implementation Units shall share and be responsible
for the payment of RMB9,863,897 (tax inclusive).

Based on the Company’s past experience and estimation, the final
settlement amount is expected to have a fluctuation of no more
than 5% from the estimated contract price.

Pricing: The estimated contract price was the successful tender price
offered by Sun Technology and Sichuan Energy Consolidated
Energy in the public tender and was accepted by the bid evaluation
committee (3T # Z& B ) after thorough evaluation pursuant
to the relevant rules and regulations of the PRC and the tender
documents. ‘

The bid evaluation committee was formed in accordance with the
requirements of the Management Measures on Bid Evaluation
Expert and Bid Evaluation Expert Pool of Sichuan Province*
KW EFBEERME S TEE ZFEE B E) (the
“Management Measures”) and the Tendering and Bidding Law
of the PRC* ({2 A B 2L 1 B 1 1% #0 ¥5)). As confirmed

by the Directors, the bid evaluation committee consisted of nine

members, of which six bid evaluation experts were randomly
selected from the Bid Evaluation Expert Database of Sichuan
Province* (P4 JI| ¥ §F 1% % & &) and three being representatives
of Hydropower Group. To the best knowledge of the Directors,

‘}ﬂ;‘vn:,‘l nlar mandnsala aalantad hWid arraliintine avenntn haine
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When selecting the successful bidder, the bid evaluation committee
had considered a basket of factors including, among others, (i)
from the business aspects, the bidders’ background, experience,
credibility and the bidding price for the required services; and (ii)
from the technical aspects, the construction timeliness, quality
control and assurance and the qualification(s) possessed by the

professional team of the bidder to be engaged.

(i)  Advance payments

. Lon ~derncnn “,".W....[A. Alall n 2N0. Af tha tntel Activnntad

contract price and payable within 14 days upon approval by
the Automation Engineering Project Implementation Units
and Other Automation Engineering Project Implementation
Units of the application for advance payments.

Tha adrranan o nrannt ahall ba auaditad inta tha araceanc
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Advance payment The contractors shall provide an advance payment guarantee,
guarantee: either in the form of cash or a letter of guarantee, with an amount
' not less than the advance payment payable under the EPC Contract

for Automation Engineering Project.

The advance payment guarantee shall be released once the advance
pavment is fully utilised.

Performance The contractors shall provide performance guarantee in the
guarantee: amount equivalent to 10% of the total contract price to the
principal by way of cash or a letter of guarantee. The performance
guarantee shall be returned to the contractors 3 months after the
satisfactory completion inspection and delivery of the Automation
Engineering Project and upon the approval by the principal of the
application to return the performance guarantee to be submitted by
the contractors.

(v) Construction Supervision Contract
Date: 3 July 2024 (after trading hours)
Parties: (1)  Hydropower Group (as principal);
(2)  Sichuan Yilian (as supervisor);
(3) Construction Supervision Implementation Units; and

(4)  Other Construction Supervision Implementation Units

%‘ £ Thao 2002 Dausnl Dosvar Lrid Fonenlidatinn and Tonravement

Project and the New Rural Power Grid Consolidation and
Improvement Project.

p Canctruction Sunervicion Contract covers two maior proiects.

_—-

L. L.,  wl

being the construction supervision of the 2023 Rural Power Grid
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AT g ) . . L TMAANMAN AAN NAUA NN st cdiilna) cnmunnant

the 2023 Rural Power Grid Consolidation and Improvement Project
(i.e. RMB37,435,804.00 (tax inclusive)) and the contract sum of the
construction supervision for the New Rural Power Grid Consolidation
and Improvement Project (i.e. RMB2,497,138.00 (tax inclusive)) in the
Construction Supervision Contract. The Group will only take part in
the construction supervision for part of the 2023 Rural Power Grid
Consolidation and Improvement Project.

Mlan ~atinmntad nnntrog sinn wian tha cuacancful fandar nrire

offered by Sichuan Yilian in the public tender and was accepted
Er the hid_evpliaeian committes (57 18 2% B @) after thopoyel. =

- —

evaluation pursuant to the relevant rules and regulations of the
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Pavment terms: The contract vrice shall be paid in the following manner:

(1) 15% of the estimated contract price as advance payments

within 14 days upon approval by the Construction

Supervision Implementation Units and Other Construction

) i i Lo s i A e Fomd 272 ot b i 200 R el

advance payments;

T

A nantennt neina_hoecad an_tha_artnal amaunt

of construction work completed every two months;

(ifi) up to 97% of the contract price after settlement and audit,
delivery of all supervision materials and execution of

) et delivery. rertificrater and ‘
——— 2222 8

(iv) the remaining 3% of the contract price shall be retained as
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The EPC Contract for 10kV and Below Project and the Equipment and Materials Procurement

Contract cover the same 26 counties (cities and districts), including Xuzhou District, Gao County,
- U R TRy - et ML b omeeduEie e T - Viaded Qe mipn? V-
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10kV and Below Project Implementation Units) is responsible for the works of the projects thereat.
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Xuzhou District, Pingshan County, Gong County and Junlian County, which the Group (through the
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after considering the advice from the Independent Financial Adviser but excluding the Directors

who have abstained from voting on the Board resolutions (as set out below) to approve the 2023

Rural Power Grid Contracts)) are of the view that the 2023 Rural Power Grid Contracts are entered

. hiii" J .. 1 i :‘ P S S Sy B TP Sy ..A.,l_‘.ﬂ,u,»n.,t.l., s A L
L g

the interests of the Group and the Shareholders as a whole,
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Each Bid Evaluation Committee should compnse nine (9) persons, the composition of which
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We have reviewed the evaluation reports for all the five contracts consisting of 2023

‘HH-}J Clrmatn vl w1 - il = —en e g ooy raliyadyenTg, =
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of the nine (9) experts of the respective Bid Evaluation Committee for the five contracts has
tha
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For the payment terms, we have selected sample contracts to see whether the 2023
Rural Power Grid Contracts are in line with the industry practice. Our selection criteria

include: (i) the sample contracts should have the similar scope of service with the 2023
N p:;:._],g;_: IV DL B A B PIRININS | 1 L o1 . . 1 i1 1 AP

were similar to those of the 2023 Rural Power Grid Contracts; and (iii) the projects under
the sample contracts were completed during the period from year 2021 to the seven months
ended 31 July 2024. According to our selection criteria, we have been provided a set of
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Having considered the above principal factors and reasons, we are of the opinion that (i) the
QE"-’S‘Miinrp.inl&i'“z}{_}»d snst Aeow Al a Tlecbetriba: Th-~alnan TTa~crarva=ade A e oo v A 4007 Do 1
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Power Grid Contracts are on normal commercial terms, and are entered into in the ordinary and usual
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