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Audit Report

chengsheng Audit[2021]No. 047

SMR AUTOMOTIVE (BEIJING) CO., LTD

I.  Auditor’s Opinion
We have audited the financial statements of SMR AUTOMOTIVE(BEIJING)CO.,LTD
(herein after referred to as “the Company™),which comprises the balance sheet at 31,December,
2020, the income statement, the cash flow statement and the statement of changes in owner's
equity for the year 2020 ,and notes to the financial statements.
In our opinion, the accompanying financial statements have been prepared in accordance with
the Accounting Standards for Business Enterprises in all material aspects and give a true and fair

view of the financial position of the Company as at 31 December 2020 and of its operating results

N
and cash flows for 2020. ?&W‘
o

W2
II. Basis for opinions e

We have conducted our audit in accordance with the: Chmese Auditing Standards issued by

O MY
i

the Chinese Institute of Certified Public Acco‘t‘l,;)(tantsﬂar responsibilities under those standards
are further described in the responsibilities (;f\\ éé::tiﬁed public accountants for the audit of the
financial statements section of the auditors’ report. We are independent of the Company in
accordance with the ethical codes of Chinese Certified Public Accountants, and we have fulfilled

our other ethical responsibilities in accordance with the codes. We believe that the audit evidence

we have obtained is sufficient and appropriate to provide a basis for our opinion.
II1.  Responsibilities of the management and governing bodies for the financial statements
The management of the Company is responsible for the preparation of the financial

statements that give a true and fair view in accordance with the Accounting Standards for

Business Enterprises, and also designing, implementing and maintaining the internal control
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system as necessary such that the financial statements are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, the management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing the matters related to the going
concern basis (if applicable) and using the going concern basis of accounting unless the
management either intends to liquidate the Company or to cease operations, or have no realistic
alternative but to do so.

The governing bodies are responsible for overseeing the financial reporting process of the

Company.

IV.  Responsibilities of certified public accountants 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 auQitors’

b
report that includes our opinion. Reasonable assurance is a high level of assuran(f&;}ﬁ\t s nota
\ ‘3"_\‘»1'\‘;!)'

£\ ’)
guarantee that an audit conducted in accordance with the auditing stan}cla;@’s‘\%y\l}ﬁalways detect a
2 1) X

material misstatement when it exists. Misstatements can arise, from‘ fraud or error and are

P ARTES

generally considered material if individually or in _thé.,_f.':_l_:g‘gi@gvate. they could reasonably be

-

O\ (Y

expected to influence the economic decisiong{p’}“f;ﬁ’;.\s‘gr'sﬂtaken on the basis of these financial
\
statements.

As part of an audit in accordance with the auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also performed the
following works:

A. Identify 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.

B. 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



Beijing chengshengyuan Certified Public Accountants Audit Report

opinion on the effectiveness of the entity’s internal control.

C. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the management.

D. Conclude on the appropriateness of the management’s 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 ability of the Company to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditors' report to the related disclosures in the financial statements or, if
such disclosures are inadequate, modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or conditions may
cause the Company to cease to continue as a going concern.

E.  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 communicated with the governing bodies regarding, among other matters. the planned
scope and timing of the audit and significant audit findings, including any significant deficiency

in internal control that we identify during the audit.

Beijing chiengsher ertified Auditor’s signature:

Auditor’s signature:

Date of auditor’s report: 20 March, 2021
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SAM Automotive (Beijing) Co. Ltd Notes to Financial Statement

SMR Automotive (Beijing) Co. Ltd

Notes to Financial Statements

For the Year Ended December 31, 2020

(In addition to the special instructions, expressed in RMB Yuan)

1.Corporate information:

SMR AUTOMOTIVE (BEIJING) CO. LTD (the “company”) was established
according to the Approval Certificate obtained from the government of Beijing.
The company is a Gang, Ao. Tai individual investment enterprise invested by

SMR automotive Holding Hong Kong Limited.

(1) Certificate of Approval: Shang Wai Zi Jing Zi Zi No.[2003]0051
(2) Finance Registration Certificate: No. 91110113746103773, Business period : from January 20,
2003 to January 19, 2033, Business scope: wholesale, design, assemble the meter, h dle,
illuminance system, Rearview mirror system of the car, technology service of se],f‘P Ton
technical advisory work. import and export of goods o G \-\
(3) Foreign Currency Registration Certificate: No. 11000003 0080 A
(4) Finance Registration Certificate: 1101130042
(5) Total Investment and Registered Capital: P
A. Total Investment: $580 thousand USD. N A
B. Registered Capital: $406 thousand USD. >
It is confirmed that the registered capital has been completed which was verified by Beijing
Dong Yi Jun An Certified Public Accountants as verification report Dong Yi Yan Zi (2005) No.
022 at Sep. 1 2005.

2. Basis of preparation of the financial statements

The company accounting statements on the basis of company going-concern
assumption, under the actual transactions and events, according to the ministry
of finance issued relevant regulations of "enterprise accounting system" and
“accounting standards for business enterprises” and the supplementary
provisions, and compiled with described based on the following important

accounting policies and accounting estimates.

3. Inconformity instructions to the premise of accounting
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None

4. Significant accounting policies and estimates

Accounting System
The Company has adopted the Accounting Standards for Business Enterprises, the

“Accounting System for Business Enterprises” and the supplementary regulations.

Accounting Year

The Company has adopted the calendar year as its accounting year, i.e. form 1January to 31
December.

Recording Currency

The recording currency of the Company is “Renminbi” (RMB).

Basis of Accounting and Measurement Basis

The Company is based on accrual basis for accounting recognition, measurement and

rement

reporting. The valuation principle is based on the historical cost to measure the ng
elements. For the replacement cost and net realizable value measurement (thé?%%u

foundation is determined by the amount of accounting elements camhéf bbtalﬁed and reliably
:_ - \

measured. N

i \p o W
Cash Equivalents \>w i

The cash equivalents are defined as short-lived (due within 3 months since purchased), with
strong liquidity, can be easily converted into known amount of cash and low risk of

fluctuation in value.

Accounts Receivable

Accounts receivable including related party payment receivable and accounts receivable not
affiliated parties. Accounts receivable is expressed by the net after the actual amount minus
the provision for bad debts.

The company should prepare the bad debt losses for the accounts receivable after evaluate the
receivables of it. When it is expressed as hard position to receive the accounts receivable, it

should record the bad debt losses. It is used following method:

Aging Years Provision for bad debt losses
Less than 1 year 0%
1-2 years 5%
2-3 years 10%
3-5 years 20%
More than 5 year 50%

Inventory
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Classification of Inventory

The company’s inventory is including raw material, low-value consumable, inventory goods
and goods in process.

Inventory Valuation Method

Inventory is recorded by the actual cost when obtained, consuming and send out. Use the
weighted average method to determine the actual cost of inventory. Use the low-value
consumable, accessories of raw materials and revolving material recording by individual
pricing. The main materials in raw materials and fuel used moving weighted average method.
The Amortization Method of Low-value Products and Packages

Low-value products amortization for use amortized method or double fifth amortization
method according to the actual situation.

Stock Inventory System

Perpetual inventory system

Confirm standard of inventory write-down and depreciation

At the end of the year, depend on the comprehensive inventory of inventory. If it finds the
inventory is damaged, all or part of the old, obsolete or selling below cost, predict the
receivable part of the cost which may not be receivable, according to a single or tl}}\%}iﬁerence

between net realizable values lower than the cost of extracting inventory ertafg

Fixed Assets NN
The Standard of Fixed Assets AN

,4 ™ ”‘\ ',r

-~

The fixed assets is a kind of tangible assets, which thatthe—company used exceed one year and
have a high value to produce the product, pro§f ﬁe service, rent out or hold to operation
control.

Fixed Assets Valuation Method

Fixed assets record by the actual cost, the cost including purchase price, import tax,
transportation fee and insurance fee. And the necessary expenditure to let the fixed assets
achieve the serviceable condition. The investor’s fixed assets, recorded by the confirmed
value depend on all parties to the investors.

The Depreciation Method of Fixed Assets

The company depreciated all fixed assets. The estimate using year and ratio of remaining

value 1s 5%, and it depreciated by the straight-line depreciation method.

Depreciation Estimate net residual Depreciation rate
sl e e I:Jericrd value rate (%) ’ (%)
Building 5 9 10
Instrument 5-10 9 10
Transportation 5 9-18 10
Electron and other B
eq?tipn?enith 33 1BEas i

Follow-up Expenditure of the Fixed Assets
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The follow-up expenditure related to the fixed assets, the received exceed the original estimate
of the company, so it should record the book value of the fixed assets. The exceed amount
should not exceed the recoverable value, or it should record expending of the company. The
conditions are as follows:

(1) It extends the service life of the fixed assets.

(2) It increases the quality of the product.

(3) It decreases the cost of the product.

Fixed Assets Depreciation Reserves Confirmation Standard and Depreciation Method
The company’s final according to the book value and the recoverable amount of fixed assets is
low measurement, the single item assets because the market price continued to fall, old
technology, damage, or long-term idle wait for a reason, lead to its recoverable amount is
lower than the book value of the difference, component extracted impairment of fixed assets,
and included in the current profits and losses.

Other Long-term Assets

Temporary Facilities

The company use temporary facilities, in according to the actual cost of ﬂ‘}EJ 5&3\51t10n
according to the construction schedule, amortization and c0n51de11n0 mevﬂﬁwnﬁat'é

Construction in Process

Y

Valuation of the Construction in Process \ :’,’;\ 3\ !
Projects under construction according to the e)r)lkineering project of the company accounted for
separately, with actual spending all enter an item in an account, in the construction of a
building project is directly related to the translation difference between foreign currency loan
payments, exchange gains and losses, and borrowing costs, such as before to the expected
conditions for use of the project are capitalized and included in the cost of construction project,
after the expected conditions for use of the project, included in the current profits and losses.
The Point Carry Forward the Construction In Process to Fixed Assets.

To the expected conditions for use of projects under construction, according to the engineering

cost of carry forward all the fixed assets.

Intangible Asset
The Standard of Intangible Assets

Intangible asset is the non-monetary long-term assets of the company, to produce goods,
providing labor services, renting or business management.
Intangible Assets Valuation Method

The intangible assets record by actual cost

The amortization method of intangible assets

According to fixed number of year averagely amortized over, benefiting for the gains or losses

4
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amortization period

Long-term Unamortized Expenses

The company's long-term amortization expenses refers to has been spending, but will be in the
normal production and business operation amortization or amortization period for more than a
year after fees, including starting expenses, decorate cost. Long-term prepaid expenses in
addition to the organization expenses is beginning to production and business operation that
month once included in the profit and loss, all in all purpose 1s expected to benefit from during
the period of amortization on average, recorded in the profits and losses of the amortization
period.

Borrowing Cost

The company refers to the borrowing costs because of interest on a loan. In addition to the
construction of fixed asset borrowings of borrowing costs, other borrowing costs shall be

recognized as expenses in the period directly included in the current financial expenses.

Anticipation Liabilities \®
Recognition Standard of Anticipation Liabilities "ﬁ» ,:\r:\) o

When or contingencies related obligations is the company's presquﬂpﬁhgﬁﬁ%ns undertaken by
the outflow is likely to lead to the economic interests of, the Aompany, and the amount of the
obligation can be measured reliably, it will be 1dent1ﬁed asdaablhtles of the company.

The Valuation Method of Anticipation Llabilltiq§‘; t '1- N

The amount of debt for the liquidation, is to)‘estlmate exceed of predict number. If there is an
amount of the expenses necessary for the scope, the best estimate according to the scope, the
lower amount on the average number of identified; If does not exist an amount of the expenses
necessary for the range, the best estimate as follows certain contingencies concern: (1) or a
single project, as defined by the most likely amount best estimate; (2) or have matters
involving multiple items, the best estimate according to various possible amount calculated
and determined and its probability of occurrence.

Confirm all or some of the expenses necessary for the debt is expected to be compensated by a
third party or other parties, the compensation amount on basic sure can get, separately
recognized as an asset. Confirmation of compensation amount does not exceed the book value
of the debt.

Revenue Recognition

The Company’s recognized revenue when the amount of revenue can be reliably measured,
and when the product already sent or the ownership of the main risks and rewards transfer to
the purchaser; it has no longer have continued power and actual control; and the related

income have received or gathering of evidence.

o
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Income Tax

The company income tax accounting treatment of the taxes payable method, namely according
to the current calculation of the payable income tax amount shall be recognized as income tax
expenses of the current period.

Liquidation: quarterly advance payment, the end of the liquidation.

Social Security and Welfare of Staff
The Chinese staff of the company join the social security system build by the government, it is

include pension insurance, medical insurance and other social insurance.

[tems ~ Proportion
Basic endowment insurance 19.00%
Basic medical insurance 10.00%
Unemployment insurance 1.50%
Accident insurance 1.00%
The worker bears insurance 0.80%
Housing fund 8.00%

6. Taxation

Main tax and tax rate Rt AN
Tax IK@\S\I‘?‘\: “;f‘“'i’;i al Rate (%)
VAT Revenue 13
Enterprise Income Tax Profit 25

7. The Explain of Accounting Policies, Accounting Estimate Change and

Accounting Errors Correction

Changes in Accounting Policies

None

Changes in Accounting Estimate

None
Correction of Accounting Errors

None

8. Explain the Important Items of Financial Statement
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(1)Monetary Capital
Items Begin balances Closing balances
Cash 1,386.47 2,586.47
Bank Deposit 824,474.06 673,566.98
Total 825,860.53% 676,153.45
(2)Other Receivables
Aging analysis
Begin amount Closing amount
Time Begin balances | ratio | baddebt = Closing balances ~ ratio  bad debt
Less than 1 year 34,958,054.14 100% 36,236,162.89 100%
e : | , ‘ :

2-3 years
More than 3 -
Total 100% >

34,958,054.14

NN
36,236,162.89 |
&({\%%

Main debtors of other receivables . ""‘\\\
; SALG T .
No. Company Name K)@\{&mﬁ balances Period
1 | SMR Automotive (Langfang) Co. Ltd \ ";.‘t\;‘;;\\" - |
o A i
| utomotive (Langfang) Co., x\)i 36.236.162.89  less than | year
(3)Fixed Assets
Fixed asset
| Closi
Types Opening balance Increase Decrease b;;lég
Transportation 477,606.03 0.00 | 477,606.03 |
Other equipment 475,568.74 0.00 368,179.85 107,388.89
Total 953,174.77 0.00 845,785.88 = 107,388.89
Accumulated Depreciation
Types Opening balance Increase Decrease Closing balance
i 477,606.03 it SR
st 475,568.74 i atkaisocl IO s

Total 953,174.77

845,785.88 107,388.89

7
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(4) Tax Payable
Items Begin Balance Increase Decrease Closing Balance
ol .1,008,741.78 | 3526541 -923,476.37
,B,l,l,Sir_leSS Income tax 15,013.60 80 698 29“‘% 82,725.78 12,986.11
Total
ota -993,728.18 | 165,963.70 82,725.78 -910,490.26

(5) Owner’s equity

_Investor’s name Begin amount Increase  Decrease = Closing amount
Elemental Growth Limited 3,360,471.62 3,360,471.62
Total 3,360,471.62 3,360,471.62
(6)Capital Reserve
Investor’s name  Beginamount = Increase  Decrease = Closing amount
Capital Premium 82.77 | 82.77
Donation 824.47 | 3 824 47
| P{) 3
Total 907.24 j 2\,”/“% 907.24
i 2l \ %N
> r“:’:’y'\\\\\

(7)Surplus Public Accumulation

\/ ‘) \V\{("“qL
)\\\“

Investor’s name

Begin amount |

Legal surplus

Increase

Closing amount

3,436,153.06

Discretionary surplus reserve

 Decrease

3,436,153.06

885,470.53 |

385,470.53

s 4,321,623.59 4,321,623.59
(8)Undistributed Profit
Items Amount
Closmg amount in last year - 29:094,640.40
add adjustment in begln of thls year A -
mciude change in account pohcy
- Change n correct the account
othcr factors
The begm amount of th1s yeetr 29,094,640.40
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1ncrease in thlS year

1,148,555.06

1nclude net proﬁt

other increase

1,148,555.06

decrease n thls year: 67,23 1.31
mclude surplus reserves number
“ numbers of cash d1v1dend dlstrlbutlon _
number of stock dividend dlstnbutlon
other d decrease 623131
Closing amount 30,236,964.15

(9)Operating Income and operating Cost

Income
Items

Cost

Tlus Year ! Last Year This Year Last Year

Main Business L= 'y
Other Business 1 ,205,762. 89 1,213,438.25 Ri\"é}
- i S \\] b
Total 1,205,762, 89 1,213,438.25

(10)Administration Expenses i /‘,’«\\\“
Items Thls Ye&* Last Year
) __"Total , 101 427, 365 53,734.14
Communication fees 12,051.1 8 17,160.00
"_______Deprecnatlon _ 13,549.99
) Labor umon dues 69,400.00 7
_ Others 19.976.18, 19.976.18
Dlsablhty benefits 3,047.97
(11)Financial Expenses
Items This Year

Interest expense

m LlS 1nterest eam

Last Year

1,941.93

“ E)Eehange loss

F 347 o=

mmus Exchange gam

1,092.06

Handhng Charge _‘ 1,066.8"5{
‘ Total -1,226.41  .875.05
(12)Non-business Income
Items ~This Year | Last Year
Others 107 256 63 R 3628319
Total " 107,256.63 | 36,283.19
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(13)Non-business Expense

Items This Year Last Year
_ FixedAssetsLoss I
Current Assets Loss b ) 200.00
Total 200.00
9. Contingency

None

10. Description of events occurring after the date of the balance sheet
None

11. The explain of important asset transfer and sell

None

12. The instruction of enterprise merger, division and restructurmg ,\ﬁ\\

‘\ x

» :”*'.
None L\ X
13. Related party relationships and transactions e gk

(1)Related transactions

N AN
A. Direct Control relationship of related parties.

Business Name Registered address Relationship

Pacific place, 1 queen'’s road east,

SMR Automotive Holding Hong Kong Limited Hong Kong 3 period, 28 floor

Parent company

B. Under one control relationship of related parties.

Business Name Registered address Main Business Relationship
SMR Auto;:n(()m{(te d(Langfang) Lang Fang Light Len system under control

(2)Related Party Transaction

Pricing Policy
Market price

Important related transaction

Purchase production
10
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None

Sales production
None

(3) Accounts payable of Related party

Other accounts receivable

Year of 2020
Business Name

Year of 2019

Amount Proportion

Amount

Proportion

SMR Automotive (Langfang)
Co., Ltd

36,236,162.89

100%

34,958,054.14

100.00%

Establishment: SMR Automotive (Beijing) Co. Ltd
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