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Auditor’s Report

Mincheng Audit[2021] No.075

To the shareholders of shandong huakai-pkc Wire harness Co., Ltd

1.0pinion

We have audited the financial statements of shandong HuaKai-PKC Wire Harness Co., Ltd. (hereinafter
referred to as the “Company”), which comprise balance sheet as at 31 December 2020, income statement,
cash flow statement, statement of changes inowners' equity for the year then ended: and notes to the
financial statements.

In our opinion, the attached financial statements are prepared, in all material respects, in accordance with
Accounting Standards for Business Enterprises and present fairly the financial position of the company as
at 31 December 2020 and its operating results and cash flow for the year then ended.

2.Basis for opinion

We conducted our audit in accordance with China Standards on Auditing (“CSAs”) for Certified Public
Accountants. Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section-of our report. We are independent of the
Company in accordance with the Code of professional ethics for Certified Public Accountants in China (“the
Code”), and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

_ 3.0ther information

The directors of the Company are responsible for the other information. The other information comprises
the information included in the annual report, but does not include the financial statements and our auditor's
report thereon.
Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information; we are required to report that fact. We have nothing to report in this regard.

4 Responsibilities of directors and those charged with governance for the financial statements




The directors of the Company are responsible for the preparation of the financial statements that give a true
and fair view in accordance with the disclosure requirements of Accounting Standards for Business
Enterprises, and designing, implementing and maintaining internal control that is necessary to ensure the
financial statements are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the directors are responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to cease
operations, or have no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company's financial reporting process.
5.Auditor's responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error,and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with CSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.
As part of an audit in accordance with CSAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:
(1)ldentify and assess the risks of material misstatement of the financial statements, whether due to fraud

or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

(2)Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control.

(3)Evaluate the appropriateness of accounting policies used and the reasonableness of accounting

estimates and related disclosures made by the directors.
(4)Conclude on the appropriateness of the directors' use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Company to cease fo continue as a going concern.
(5)Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.
We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and.si ntflcant audit findings, including any significant deficiencies ini
that we identify dunnq qur\‘ahglt” Aep 2N .
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Annex |:

Balance Sheet
Prepared by:Shandong huakai-pkc Wire harness Co., Ltd Unit: CNY
assefs 31-Dec-20 31-Dec-19 31-Dec-19
Current assets: Current liabilities: \, . »
Cash and cash equivalents 1,608,108.70]  1,904,890.24 | Short-termloans N, | Lt - -
Tradable financial assets - - | Tradable financial liabilitied ™ <eiafii ™™ - -
Derivative financial assets - - | Derivative financial liabilities - -
Notes 22,360,000.00|  1,110,000.00 | Notes - 1,280,000.00
accounts receivables 138,787,119.20| 50,089,539.73 | accounts payable 91,677,847.29( 42,275,509.01
Prepayment 841,305.25 266,429.25 | Advance from customer - -
Other receivables 11,504,033.44 1,456,053.50 | Contract liability - -
Inventories 48,060,060.52| 25,946,729.95 | Employee benefits payable 4,595,515.36 2,849,813.00
Contract assets - - | Taxes payable 3,035,567.88 -1,358,074.52
Assets held for sale - - | Other payable 50,420,439.07 2,329,515.71
Non-current assets due within i - | Liabilities held for sale i i
one year
Other current assets 2,777,145.98 1,695,211.54 Non-current abilities due within - -
one year
Total current assets 225,937,773.09| 82,468,854.21 | Other current liabilities - -
Non-current assets:: Total current liabilities 149,629,369.60 | 47,376,763.20
bond investment - - |Non-current liabilities:
other bond investent - - | Long-term loans - -
Long-term receivables - - | Bonds payable - -
Long-term equity investments - - | Including: Preference shares - -
Investment property - - Perpetual bonds - -
Fixed assets 45,303,274.01| 47,466,064.61 | Long-term payables - -
Construction in progress 3,715,8686.85|  3,772,972.42 | Accrued liabilities - -
Productive biological assets - - | Deferred income - -
Oil and gas assets - - | Deferred tax liabilities -
Intangible assets 13,966,239.91| 14,266,051.87 | Other non-current liabilities -
Development expenses - - |Total non-current liabilities - -
Goodwill - - |Total liabilities 149,629,369.60 | 47,376,763.20
Long-term deferred expenses 5,858,600.70 6,326,575.56 | Shareholders' equity :
Deferred tax assets - - | paid-in capital 100,000,000.00| 100,000,000.00
Other non-current assets - - | Other equity instruments - -
Total non-current assets 68,844,001.47| 71,831,664.46 | Including: preference shares - -
Perpetual bonds - -
Capital reserves - -
Less: treasury stock - -
Other comprehensive income - -
Surplus reserves 4,515,240.50 692,375.55
Undistributed profits 40,637,164.46 6,231,379.92
Total owners' equity 145,152,404.96 | 106,923,755.47
Total assets 294,781,774.56 | 154,300,518.67 | Total liabilities and owners' equity | 294,781,774.56 | 154,300,518.67 |

Legal representative:

Person in charge of accounting affairs:
Person in charge of accounting department:
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Annex I1:
income statement
Prepared by:Shandong huakai-pkc Wire harness Co., Ltd

. Unit: CNY

| i, R . [11 22 ’-‘-,,
| S 8 L =R ST
Item Year 2020 7" " "year/ 2019
1. operating revenue 354y369,934.40 A14,125,739.97
Less: operating costs 285,957,476.78 | 1s % 2400,042,664.34

Taxes and surcharges

1,508,900.061

767,789.07

Selling and distribution expenses

5,612,806.91

504,337.06

General and administrative expenses

5,519,027.06

3,016,209.14

Research and Development expenses

13,582,799.27

4,668,654.77

Financial expenses

26,063.45

-61,351.07

Including: Interest expenses

98,400.00

Interest income

-94,434.54

-70,584.03

Asset Impairment losses

Credit impairment loss

Plus: Gains from the changes in fair values("-“ for losses)

Investment income ("-" for losses)

Including: income from investment in associates and joint ventures

The hedging gains("-" for losses)

Gains from disposal of assets("-" for losses)

Other income

2. Operating profits ("-"for losses)

42,158,895.41

5,258,020.69

Plus: non-operating income

1,074,118.82

23,600.00

Less: non-operating expenses

41,474.00

39,803.94

3. Total profits before tax ("-"for total losses)

43,191,540.23

5,241,816.75

Less: income tax expenses

4,966,856.20

259,762.00

4. Net profit ("-"for net loss)

38,224,684.03

4,982,064.75

(1)Net profit from continuing operation ("-" for losses)

38,228,649.49

(2) Net profit from discontinued operation (*-" for losses)

4,911,470.72

5. Net of tax from other comprehensive income

(1)Other comprehensive income cannot reclassified into the profit and loss:

Including: Remeasure the variation of net indebtedness or net asset of defined
benefit plans

Share in other comprehensive income that cannot be classified into profit
and loss under equity method

(2)Other comprehensive income that will be reclassified into the profit and loss

Including: Share in other comprehensive income that will be classified into profit
and loss under equity method

Changes in fair value of available-for-sale financial assets

Held-to-maturity investment reclassified into available-for sale financial assets

Effective part of cash-flow hedge profit and loss

Balance arising from the franslation of foreign currency financial statements

Others

6. Total comprehensive income

38,228,649.49

4,911,470.72

7. Earnings per share:

(1)Basic earnings per share

(2)Diluted earnings per share

Legal representative:
Person in charge of accounting affairs:

- Person in charge of accounting department:

W AES R
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Annex III:
Cash flow

Prepared by:Shandong huakai-pkc Wire hamess Co., Ltd

statements

Item

1. Cash flows from operating activities :

Year 26'%0-‘_

\,

Cash received from sale of goods and rendering of services

% e,
289,677,790:28 1. 5" 80,461,235.60

Refunds of taxes and surcharges

Cash received from other operating activities 28,347,530.03 5,794,346.32
Sub-total of cash inflows from operating activities 318,025,320.28 86,255,581.92
Cash paid for goods purchased and services received 258,088,568.54 68,298,170.80
Cash paid to and on behalf of employees 38,192,328.37 30,691,226.85
Cash paid for taxes and surcharges 10,962,359.72 2,870,010.36
Cash paid for other operating activities 4,858,355.87 248,725.33
Sub-total of cash outflows from operating activities 312,101,612.50 102,108,133.34
Net cash flows from operating activities 5,923,707.78 -15,852,551.42
2. Cash flows from investing activities :

Cash received from disposal of investments -
Cash received from returns on investments -
Net cash received from disposal of fixed assets,intangible assets and other long-term i
assets

Net cash received from disposal of subsidiaries and other business units - -
Cash received from other investing activities -

Sub-total of cash inflows from investing activities -

aC;::I:Spaid to acquire and construct fixed assets,intangible assets and other long-term 229922437 3433622063
Cash paid for investments -

Net cash paid to acquire subsidiaries and other business units -

Cash paid for other investing activities - -
Sub-total of cash outflows from investing activities 2,299,224.37 34,336,220.63
Net cash flows from investing activities -2,299,224.37 -34,336,220.63
3. Cash flows from financing activities :

Cash received from investors - 52,000,000.00
Cash received from loans -

Cash received from other financing activities -

Sub-total of cash inflows from financing activities - 52,000,000.00
Cash paid for debt repayments -

Cash paid for distribution of dividends and profits or payment of interest 3,921,264.95

Cash paid for other financing activities -

Sub-total of cash outflows from financing activities 3,921,264.95

Net cash flows from financing activities -3,921,264.95 52,000,000.00
4, Effect of fluctuation in exchange rate on cash and cash equivalents -

5. Net increase in cash and cash equivalents -296,781.54 1,811,227.95
Plus: balance of cash and cash equivalents at the beginning of the period 1,904,890.24 93,662.29
6. Balance of cash and cash equivalents at the end of the period 1,608,108.70 1,904,890.24

Legal representative:
Person in charge of accounting affairs:
Person in charge of accounting department:
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Annex V:

Notes to Financial Statements

Year 2020

[ .Company profile

; : i : /o j\‘ r/,//
Registered capital: 100 million RMB yuan ANG 2
Date of establishment: May 27, 2017 fjf', ) \\{i'i‘ )
Unified social credit code: 91370704MA3DQTD16W ' \h M. ] e
Type of company: limited liability company (legal person not mvested mr Controlled by natliira} person)
Industry: Manufacturing N ’.4 gt m\\\\

Date if approval: Nov 30, 2018

Registration Authority: Fangzi District Market Supervision & Administration Bureau of Weifang

Business period: May 27, 2017 to May 26, 2067

Address: 1925 Fengxiang Street, Fangzi District, Weifang City, Shandong Province

Business scope: R & D, assembly, manufacturing of automotive wiring harnesses, wires, wire harness
accessories and auto parts; sales of products produced by the company, providing technological and after-sales
service; wholesale, commission agency, import & export, re-export trade of similar products (excluding auctions)
» shipment of commodities (the company's own use).

11 . Basis of preparation of financial statements

The Company has prepared its financial statements on a going concern basis, and recognized and
measured its accounting items in compliance with the Accounting Standards for Business
Enterprises—Basic Standards and various concrete accounting standards, and other relevant provisions on
the basis of actual transactions and events.

I11. Statement of compliance with the ASBE

The financial statements of the Company have been prepared in accordance with ASBE, and present truly
and completely, the group’ s financial position, the Company” s and results of operations,and changes in
shareholders' equity, cash flows and other related information for the reporting period.

IV. Significant accounting policies and accounting estimates

1. Accounting period
The Company’ s accounting period is calendar year as its accounting year, i.e. from January 1st to
December 31st.

2. Functional currency
The Company has adopted China Yuan (CNY) as functional currency.
3.Accounting Basis and Valuation Principles

The company's accounting is based on accrual basis, and all property and materials are valued at the actual
cost at the time of acquisition. At the end of the period, if the impairment of each asset occurs, the
corresponding impairment reserve shall be calculated.

4. Cash and cash equivalents

Cash comprises cash on hand and deposits that can be readily withdrawn on demand. Cash equivalents are
the company’ s short-term (due within 3 months from purchase date), highly liquid investments that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.



5. Foreign currency transactions

For foreign currency transactions incurred, the Company converts the amount in foreign currency into
the amount in functional currency at the spot exchange rate (middle rate) announced by the People’s
Bank of China on the transaction date. Among them, for foreign currency exchange occurred or
transaction involving foreign currency exchange, the Company converts at the exchange rate actually
adopted on the transaction date.

6. Inventory N TP

L e SNV ’/.'5

(1) Classification of inventory : Inventories are classified as: raw Materlals seml f|h'shed goods, stock
commodities, consigned processing materials, goods in progr"ess a\nd revgalving ‘ :tenals (including
low-cost consumables), etc. \.\;.u ‘

(2) Inventory system:The Company adopts perpetual inventory sys”temfand\t@i;és physu:al inventory counts
on a regular basis.

(3) Measurement method of dispatched inventories :

Dispatched materials and stock commodities are accounted for by using the weighted average method.

Amortization method of low-cost consumables: Low-cost consumables are amortized in full at once.

(4) Provision for stock obsolescence

Provisions for stock obsolescence are made at the lower of costs or net realizable values on a single
basis.

For inventories with large quantity and relatively low unit prices, the provision for stock obsolescence shall
be made on the ground of the categories of inventories.

7. Fixed assets
(1) Recognition of fixed assets
Fixed assets refer to tangible assets held for the purpose of producing commodities, providing

services, renting or business management with useful life exceeding one accounting year. Fixed assets
are recognized when the following criteria are satisfied simultaneously:

a) Itis probable that the economic benefits relating to the fixed assets will flow into the Company;
b) The cost of the fixed assets can be measured reliably.
(2) Fixed assets valuation method

Fixed assets are valued at actual cost when acquired.The cost of a purchased fixed asset comprises the
purchase price, related taxes, and any directly attributable expenditure for bringing the asset to working
condition for its intended use.

At the inception of the lease, the Company shall state the assets acquired under financing lease at the
lower of the fair value of the leased assets or the presentvalue of the minimum lease payments, as
well as the initial and direct expenses occurred, recognize a long-term payable at the amount of the
minimum lease payments, and shall charge the difference of the lower of the fair value of the leased assets or
the present value of the minimum lease payments and the minimum lease payments to unrecognized finance
expenses. Unrecognized finance expenses shall be amortized at the effective interest rate method in each
period during the lease term.

(3) Depreciation of fixed assets



The depreciation of fixed assets is calculated by the straight-line method, and the depreciation rate is
determined according to the category of fixed assets, the expected service life and the estimated net residual
value rate. The estimated useful life of fixed assets, the estimated net residual value rate and the annual
depreciation rate are shown as follows:

Category of Fixed Assets Esfimated restdud value Estimated useful life (Yr) Annual depreciation rate
rate (%)
Buildings andconstructions 10% 20 4.50%
Machinery equipments 10% 10 9.00%
Transportation equipments 10% 4 22.50%
electronic equipment 10% 3 30.00%

At the end of the period, the fi |fér‘?{ lf e recoverable amount is lower
than the book value due to the continuous decline in markef pr CB or the obSQ]et technology, damage or long-
term idleness, the fixed assets impairment provision shall be maql@ f@ﬂ thé ]aartb the recoverable amount that is
lower than the book value of the fixed assets. The prowsmn\for |mpa|rment of (1:1- d assets shall be determined
by the difference between the book value of a single fixed asset/and |tsnrf3qg/}q_ able amount.

SRR
8. Construction in progress

(1) Categories of constructions in progress:

(2) Criteria and commencement of conversion of constructions in progress into fixed assets.
The book entry values of the fixed assets are stated at total expenditures incurred before construction in
progress reaches the working condition for their intended use. For self-operating projects, total
expenditures are measured according to the expenditures of direct materials, direct labor, direct
measurement mechanical construction costs and other expenditures; for contracting projects, total
expenditures are measured according to project costs payable and other expenditures. Borrowing costs
incurred before the projects that are undertaking with borrowing costs reach working condition for their
intended use and meeting the condition for capitalization shall be capitalized and
included into the costs of construction in progress.

9. Intangible assets

(1)Intangible assets refers to the enterprise is not owned or controlled by the physical form of identifiable non-
monetary assets.

(2)Costs of outsourcing intangible assets shall be recognized according to the purchase price, related
taxes and other expenses directly attributed to reaching the working condition for their intended use.

Costs of internally researched and developed intangible assets shall be recognized according to the
total expenses during the period after the assets are eligible for capitalization and before they reach
the intended purpose and the expenses that have been included in the previous periods shall no longer be
adjusted.

Expenses on the research phase of internally researched and developed intangible assets shall be
included in the current profit and loss when they incur; those on the development phase ineligible for
capitalization shall be included in the current profit and loss; those eligible for capitalization shall be
recognized as intangible assets. If it is unable to distinguish expenditure on the research phase and
expenditure on development phase, the research and development expenditures shall be all included in the
current profit and loss.



(3)The intangible assets with limited useful lives are amortized on a straight-line basis when they reach
intended use over their useful lives with no residual value reserved. Amortizations of intangible assets are
usually recorded into the current profit and loss; where the economic benefits of an intangible asset are realized
by the products or other assets produced thereafter, the amortizations are recorded into the costs of the
relevant assets.

Intangible assets with indefinite useful lives are not amortized in the holding period, butimpairment tests are
performed at the end of each year.

(4)At the end of the period, the intangible assets shall be inspected item by item, and the ability of each
intangible asset to bring future economic benefits to the company shall be inspected. If the estimated
recoverable amount is lower than its book value, the provision for impairment of intangible assets shall be made
according to the difference between the recoverable amount of a single mtangebie asset and its book value, and
shall be included in the profits and losses of the current period.. ' \LET

10. Long-term deferred expenses .‘TMJ

Long-term deferred expenses refer to various expenses which' have be“én a\r“eddy in g:urred but will be born
in this period and in the future with an amortization period of over 1 year (equjl ). Long-term
deferred expenses shall be initially measured according to the actuat [t Qsts\lnc'urred Long-term deferred
expenses are amortized using the straight-line method over the beneficial period.

11. Income Recognition Principle

(1)Recognition principals of revenue from sales of goods

The main risks and rewards of the company's ownership of goods are transferred to the buyer, which neither
retains the continuing management rights normally associated with the ownership nor exercises control over the
sold goods. When the economic benefits related to the transaction can flow into the company and the related
revenue and costs can be reliably measured, the realization of the sales revenue of goods is confirmed.

(2).Recognition principals of revenue from rendering of service

Income shall be recognized when services commenced and completed in the same fiscal year are completed.

(3) Recognition principals of revenue from transfer of asset use right

When economic benefits related to transactions are highly likely to flow into the Company and the amount of
revenue can be reliably measured, the revenue from transfer of asset use right is recognized.

12. Deferred tax assets and deferred tax liabilities

(1)The Company adopts the balance sheet liability method to account for income tax.

(2)Recognition of deferred tax assets or deferred tax liabilities
The Company recognizes its tax base on acquisition of assets and liabilities. On the balance sheet date, the
Company analyzes and compares the book value of the assets and liabilities and the tax base. If there are
temporary differences in book value of the assets and liabilities and the tax base, under the circumstance that
the temporary differences incur in the current period and meet the recognition criteria, the Company

shall respectively recognize taxable temporary differences or deductible temporary differences as deferred
tax liability or deferred tax assets.

(3) Measurement of deferred tax assets or deferred tax liabilities

—_—10—-



a) On the balance sheet date, the deferred tax assets and deferred tax liabilities are measured at the
applicable tax rate during the period of expected recovery of the assets or liquidation of the liabilities in
accordance with the provisions of the tax law.
b) Where the applicable tax rate changes, the Company remeasures deferred tax assets and deferred
tax liabilities recognized, except for those incurred in transactions or events directly recognized in the
owner’s equity, of which the effect shall be included in the income tax expenses in the current period

when the rate changes.

c) When the Company measures the deferred tax assets and deferred tax liabilities, the tax rate and tax base
in consistent with the expected recovery of assets or liquidation of liabilities shall be adopted.
d) Deferred tax assets and deferred tax liabilities of the Company shall not be discounted.

V. Notes on Important Accounting Policies and Changes in Accounting Estimates and Correction of

Accounting Errors

1. Accounting Policy Change

The company's main accounting policies did not change during the reporting period.
2. Changes in Accounting Estimates
The company's maijor accounting estimates did not change during the reporting period.
3. Correction of Earlier Accounting Errors

The company has no prior error correction during the reporting period.

VI.Taxes

P
g

Tax type

e e
Taxation basis [ !

} Tax rate(%)

Value-added tax

Output tax-deductible input tax

3] '{:-,

1] 13%. 16%

surcharges

Applicable turnover tax amount

T Ea
AN TETTR RiP

City maintenance and construction tax Applicable turnover tax amount y y\,ff 7%
4
Education surcharges and local education

3%/2%

Corporate income tax

Applicable income tax rate

15%

VII. Notes to the main items of the financial statements (all currency unit is CNY, except other statements)

1. Cash and cash equivalents

Item Closing Balance Opening Balance
Cash - 2,961.11
Bank deposit 1,608,108.70 1,901,929.13
Other cash and cash equivalents < .
Total 1,608,108.70 1,904,890.24

2. Bills receivable and accounts receivable

(1).Bills receivable

Ttem Closing Balance Opening Balance
Bank acceptance bills 22,360,000.00 1,110,000.00
Commercial acceptance bills - -
Total 22,360,000.00 1,110,000.00
(2). Accounts receivable
(a) Aging analysis
. Closing Balance Opening Balance
Al Book Balance l Proportion | Provision for bad debt Book Balance Proportion | Provision for bad debl
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within 1 year 118,368,334.32 85.29% 50,089,539.73 100.00%
1-2 years 20,418,784.88 14.71%
2-3 years -
34 years
4-5 years -
Over 5 years
Total 138,787,119.20 100.00% 50,089,539.73 100.00%
(b) Top five entities with the largest balances of other receivables
S/N Company name Closing Balance Aging Arrears reason
1 |First 44,617,236.14 [  within 1 year  [Payment for goods
2 |Second 30,986,641.25( within 1 year [Payment for goods
3 |Third 24,933,581.60 [ within 1 year [Payment for goods
4 |Fourth 20,650,790.65
5  [Fifth 10,951,907.03
Total 132,140,156.67
3. Prepayment s
(a) Aging analysis f \
Agig Closing Balance g "’Oﬁ}iﬁﬂg Balance
Book Balance Proportion | Provision for bad debt ‘\“‘_.Z,quk Balance [ Proportion | Provision for bad debt
within 1 year 841,305.25 100.00% U peud2 100.00% -
1-2 years - -
2-3 years -
Over 3 years
Total 841,305.25 100.00% 266,429.25 -
(2) Top five entities with the largest balances of prepayments :
SIN Company name Closing Balance Aging Arrears reason
1 |First 205,370.84 | within 1 year
2 |Second 189,577.07| within 1 year
3 |Third 169,913.35] within 1 year
4 |Fourth 90,990.92|  within 1 year
5  |Fifth 78,535.00 within 1 year
Total 734,387.18
4. Other receivables
(1) Aging analysis
o Closing Balance Opening Balance
Book Balance Proportion | Provision for bad debt Book Balance Proportion | Provision for bad debt
within 1 year 11,169,116.89 97.09% 901,880.20 61.94%
1-2 years 177,262.75 1.54% 554,173.30 38.06%
2-3 years 157,653.80 1.37%
34 years = - -
4-5 years - - -
Over 5 years 5 - -
Total 11,504,033.44 100.00% 1,456,053.50 100.00% -
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(2) Top five entities with the largest balances of other receivables :

S/N Company name Closing Balance Aging Arrears reason
1 |First 10,000,000.00| within 1 year
2 |Second 664,476.25( within 1 year
3 [Third 179,400.00 1-2 years
4 |Fourth 173,752.34 1-2 years
5  |Fifth 167,663.80| within 1 year
Total 11,175,281.39

5. Inventories

Closing Balance Opening Balance
Ca[egow Book Bal Provision for stock Book Val Book Bal Provision for stock Book Val
ook Balance SR ook Value ook Balance ety ook Value
Materials in transit 25,877,720.65 - 25,877,720.65 14,047,508.63 14,047,508.63
Raw materials ‘ - . n 2
Products in process - - - 1.°
Stock commodities 22,182,339.87 - 22,182,339.87 Pt "1‘1.8|§“9.2|21_.|32‘ 11,899,221.32
Total 48,060,060.52 g 48,06006052| /.. '25,046,729.95 | 25,046,729.95

5. Other current assets

'l

vaA L W - i‘\
(15 1 % 'Hl<j
LE] o

g

CIosiﬂgBalaric

T=

Item g ,ﬁJ Opening Balance
Deferred expenses N, 2,771,145.98(0/ 1,695,211.54
AT 4 -
Total 2,777,145.98 1,695,211.54

6. Fixed assets

Original Price of Fixed Assets

Opening Balance

Increase in current period

Decrease in current period

Closing Balance

office equipment 47,581.69 - 47,581.69
electronic equipment 400,263.97 242,157.53 642,421.50
Machinery equipment 24,974,451.37 1,681,176.21 26,655,627.58
Transportation equipment 721,180.22 & 721,180.22
Buildings 23,580,612.18 174,417.49 23,755,029.67

Total 49,724,089.43 2,097,751.23 51,821,840.66

Accumulated depreciation

Opening Balance

Increase in current period

Decrease in current period

Closing Balance

office equipment 4,720.30 11,831.62 16,551.92
electronic equipment 137,732.22 223,966.28 361,698.50
Machinery equipment 1,300,093.28 2,648,921.57 3,949,014.85
Transportation equipment 324,216.27 196,791.76 521,008.03
Buildings 491,262.75 1,179,030.60 1,670,293.35

Total 2,258,024.82 4,260,541.83 6,518,566.65

Provision for fixed asset impairment

Opening Balance

Increase in current period

Decrease in current period

Closing Balance

Total

Net fixed assets

47,466,064.61

-2,162,790.60

45,303,274.01

___13__
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7. Intangible assets

Item Opening Balance  |ncrease in current period Decrease in current period| Closing Balance

1. Original cost of intangible assets 14,720,136.08 14,720,136.08
Land use right 14,720,136.08 14,720,136.08
2. Accumulated amortization of intangible assets 454,084.21 299,811.96 753,896.17
Land use right 454,084.21 299,811.96 753,896.17
3.Provision for impairment

Land use right

4, Book value of intangible assets 14,266,051.87 -299,811.96 13,966,239.91
Land use right 14,266,051.87 - -299,811.96 13,966,239.91

8. Notes and accounts payables
(1). Notes payable by category

SRS Clﬁsgggiﬁglgupg,,, . ‘l Opening Balance
Bank acceptances oo R oy f 1,280,000.00
“\;{;J_‘___ A \/ :
Total N B 1,280,000.00

(2). Accounts payable ;
(a). Aging analysis

Aging Closing Balance Opening Balance

Book Balance Proportion Book Balance Proportion

within 1 year 79,325,378.20 87% 42,042,820.01 99%
1-2 years 12,167,609.09 13% 232,689.00 1%
2-3 years 84,860.00 0% -
Over 3 years - -

Total 91,577,847.29 100% 42,275,509.01 100%
(b). Top five entities with the largest balances of Accounts payable :

S/N Company name Closing Balance Aging Arrears reason
1 |First 25459,083.26 |  within 1 year
2 |Second 16,381,091.48| within 1 year
3 |Third 14,572,733.51| within 1 year
4 |Fourth 3,462,638.27| within 1 year
5 |Fifth 2,248,160.52| within 1 year
Total 62,123,707.04

9. Taxes payable

Item Closing Balance Opening Balance
Value-added tax 2,057,942.45 -1,195,477.06
Individual Income Tax 517,042.09 -348,285.56
Urban maintenance and construction tax 144,055.97 -
Education surcharges 102.897.12

———14—-
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Individual Income Tax 56,750.39 12,784.47
stamp tax 6,833.11 2,189.14
land use taxes 60,597.60 121,195.20
Property tax 79,159.44 49,519.29
10,289.71 -
Total 156,879.86 172,903.63
10. Other payables
(a). Aging analysis
o Closing Balance Opening Balance
Book Balance Proportion Book Balance Proportion
within 1 year 48,097,757.46 95% 2,017,571.20 87%
1-2 years 2,010,737.10 4% 311,944.51 13%
2-3 years 311,944.51 1% -
Over 3 years - -
Total 50,420,439.07 100% AT s 2329,515.71 100%
(2) Top five entities with the largest balances of Other payabjés il
S/N Company name Closing Balance 5 r’Agupiqr\ 2,
1 |First 46,623,157.50| \within 1 year" |
2 |Second 3,661,492.30 Mgm year
3 |mhird 69.244.92 | within'yea 1} 11
4 |Fourth 29,795.84 within 1 year
5 |Fifth 15,000.00| within 1 year
Total 50,398,690.56
11. Received Capital
Shareholder name Opening Balance | Increase in current period | Decrease in current period|  Closing Balance Proportion
Jiangsu huakai PKC wire hamess co., LTD 100,000,000.00 - - 100,000,000.00 100.00%,
Total 100,000,000.00 - - 100,000,000.00 100.00%

12. Surplus reserves

Item Opening Balance | Increase in current period | Decrease in current period| Closing Balance
Statutory surplus reserves 692,375.55 3,822,864.95 4,515,240.50
Total - 692,375.55 3,822,864.95 4,515,240.50
13. Undistributed profits
Item Closing Balance
Undistributed profit before adjustment at the end of the last year 6,231,379.92
e SERIAR 2 EE A R AR .
Hrp: U BURAER -
TR 7 -
AR ES ;
Undistributed profit after adjustment at the beginning of year 6,231,379.92
Increase this year 38,228,649.49
Plus: net profit attributable to owners for the current period 38,228,649.49
SLAm3gn -
3,822,864.95

Decrease this year

___15__




Subtraction: withdrawal of statutory surplus reserve 3,822,864.95

Ordinary share dividends payable )
SLAth o

Undistributed profits at the end of the period 40,637,164.46

(=) FERA R0 H TR

14. Selling and distribution expenses

Item Current period amount Previous period amount

office expenses 364,443.00 416,985.52
labor cost 33,311.21 -
Express delivery, postal fee 1,907,139.94 23,601.84
meeting affair charge 33311.21 -
Transfer warehouse expenses 2,918,813.24 63,237.44
Office Supplies 16,560.00 -
Other expense Y 339,228.31 512.26

Total o\ TSN 5,612,806.91 504,337.06

15. General and administrative expensfé‘s? N et I"j,"f *N

Item i}k ‘K‘ R y,fg}!rrent period amount Previous period amount

rent ,\\’" 4 413,761.97 509,162.14
Labor cost t it i o’ 989,257.14 1,809,335.70
insurance 127,224.70| 20,659.72
Depreciation cost 115,692.32 101,5638.27
Recruitment 43,755.90 12,619.06
Vehicle use cost 86,807.38 48,156.75
Amortization of intangible assets 299,811.96 229,256.82
Other expense 3,442,715.69 285,480.68

Total 5,519,027.06 3,016,209.14

16. Research and development expenses

Item Current period amount Previous period amount

wage 7, 016, 008. 98 3, 975, 735. 85
bonus 562, 873. b2 263, 741.99
Pension 34, 947. 28 172, 045. 24
welfare 848. 00 66, 172. 03
medical insurance 222, 821. 67 65, 236. 31
housing fund 244, 419. 16 88, 035. 36
materials b, 387, 308. 91 12, 642. 00
travel expense 20, 163. 37 8, 565. 30
Other expense 93, 408. 38 16, 480. 69
Total 13, 682, 799. 27 4, 668, 664. 77

17. Financial expenses

ltem Current period amount Previous period amount
Interest expenses 98,400.00 -
Less: Interest income 94,434.54 70,584.03
Plus: Losses from currency exchange 9,038.40 -

gl a



Less: exchange earning

Other expense

13,059.59

9,232.96

Total

26,063.45

61,351.07

18. Non-operating incomes

_ Item Current period amount Previous period amount
Claim 60,118.82 23,000.00
Waste income - -
Government grants 1,014,000.00 -
Other expense - 600.00

Total 1,074,118.82 23,600.00

19. Non-operating expenses

Item Current period amount Previous period amount

Tax fine for delaying payment 22,197.22 2.16
Administrative penalty < 19,276.78 39,801.78
donate \\\ y J fﬁf & ,"\ -

Total ,{ Ty P, ‘141 474,00 39,803.94

20. Income tax expense > W " \\ )

ltem '4\ S Currenl period a(ﬁ’){ht Previous period amount

Current Period Income Tax ar e 74,966,856.20 259,762.00
Deferred Income Tax 2

Total 4,966,856.20 259,762.00
Appendix: Income Tax Calculation Table for the current period

Iltem Amount

|. Total Pre-audit Profit 43,195,505.69
Add: Audit Adjustments
Il. Total Profit after Audit 43,195,505.69
lll. Add: Increase in Tax adjustments 103,968.44
1. 55502.7RMB Yuan, 40% of Business Entertainment Expense for the year not included in the adjustment 62,494.44
2.Tax late fees 22,197.22
3 Administrative Fines 19,276.78
IV. Deduct: Reduction in Tax Adjustments 10,187,099.46
1.R & D expenses plus deduction 10,187,099.46
V. Tax Payable Income 33,112,374.67
Deduct: Make-up the loss in previous years
Deduct: Tax-free income
VI> Applicable Tax Rate 156.00%
VII. Actual Tax Payable Amount 4,966,856.20

Note: Above adjustment is for reference only. Final amount subject to the verification of tax authority.

21. Supplementary information to consolidated statement of cash flow

.___1’].__



Item Current period amount Previous period amount
1.Reconciliation of net profit to cash flow from operating activities :
Net profit 38,228,649.49 4,911,470.72
Add: provision for asset impairment
as2:)Sreciali0n of fixed asset, oil andgas assets and productive biological 4.260,541.83 2,068.311.80
Amortization of intangible assets 299,811.96 229,256.82
Amortization of long-term deferred expenses 726,533.57 -
Losses from disposal of fixed assets, intangible assets and other long-term i
assels
Losses on the changes in the fair value
Financial expenses 26,063.45 -61,351.07
Losses on invesiments
Decrease in deferred tax asset ) 2
Increase in deferred tax liabilities
Decrease in inventory -22,113,330.57 -25,946,729.95
Decrease in operation receivables T NER 4& ' ';*;-.:‘\\ -120,570,435.41 -35,087,327.41
Increase in operation payables SN BN 7 2 \ 102,252,606.40 39,462,455.36
Others g =\ 2,813,267.06 -1,428,637.69
Net Cash Flow from Operating Activities r f , Jl‘ ' ’ o | 5,923,707.78 -15,852,551.42
2.Significant investing and financing activities not involving cash flow e ;'-.,‘ 35: j -
Conversion of debt into capital \*"-.)?_'2", & 14 il \\\:\}f
Reclassification of convertible bonds expiring within one year as current liability —— .
Fixed assets acquired under finance leases :
3.Net change in cash andcash equivalents 2
Closing balance of cash 1,608,108.70 1,904,890.24
Less: opening balance of cash 1,904,890.24 93,662.29
Add: cash equivalents at the end of the period g
Less: cash equivalents at the beginning of the period -
Net change in cash and cash equivalents -296,781.54 1,811,227.95
VII. Related parties and related party transactions
1.Related parties with control relationships
(1).Basic situation of related parties with control relationships
Related Party Registration Place Main business Relationship with|  Economic Legal
Jiangsu Huakai PKC Wire Harness Co., Ltd. |Danyang, Jiangsu Production and sales shareholder Limited

(2).Shares or interests held and their changes

Opening Balance | Increase in current period | Decrease in current period|  Closing Balance
Related Party
Amount % Amount % Amount % Amount %
Jiangsu Huakai PKC Wire Hamess Co., Ltd. 100,000,000.00 - 3 100,000,000.00

2. A related party that does not have a control relationship but has a transaction

Related Party

Registration Place

——18—-

Relationship with the company
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not have

W # J/J,J\

IX. Contingencies

-’.;'-.! {i’s ‘
eel § % 3

There are no major contingencies on the closing date of the fﬂaﬁdrél'éta‘t-

X. Post balance sheet event N7
the company has no major balance sheet issues.

___1 9__._
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