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A free translation from Portuguese into English of Independent auditor’s report on financial statements prepared in
Brazilian currency in accordance with the accounting practices adopted in Brazil

Independent auditor’s report on financial statements

To the Management and Members of
SMR Automotive Brasil Ltda.
Campinas - SP

Opinion

We have audited the financial statements of SMR Automotive Brasil Ltda. (the “Company”), which
comprise the statement of financial position as at December 31, 2020 and the statements of profit or
loss, of comprehensive income, of changes in equity, and of cash flows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of SMR Automotive Brasil Ltda. as at December 31, 2020, and its financial performance and
cash flows for the year then ended in accordance with the accounting practices adopted in Brazil.

Basis for opinion

We conducted our audit in accordance with the Brazilian and International Standards on Auditing. 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 relevant ethical principles set forth in the Code of Professional Ethics for Accountants, the
professional standards issued by the Brazil’s National Association of State Boards of Accountancy
(CFC) and we have fulfilled our other ethical responsibilities in accordance with these requirements. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Responsibilities of management and those charged with governance for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting practices adopted in Brazil, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is 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 management either intends to liquidate the Company or
to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.
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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 the Brazilian and International Standards on Auditing 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 the Brazilian and International Standards on Auditing, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

 Identified and assessed risks of material misstatements of the financial statements, whether due to
fraud or error, designed and performed audit procedures responsive to those risks, and obtained 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 one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

 Obtained 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.

 Evaluated the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

 Concluded on the appropriateness of 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 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 to continue as a going
concern.

 Evaluated the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the corresponding transactions and
events in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the scope,
timing, the audit planning and significant audit findings, including significant deficiencies in internal
control that we identify during our audit.

Campinas, March 29, 2020.

ERNST & YOUNG
Auditores Independentes S.S.
CRC-2SPO34519/0-6

Marcos Roberto Sponchiado
Accountant CRC 1SP175536/O-5
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A free translation from Portuguese into English of financial statements prepared in Brazilian currency in accordance
with the accounting practices adopted in Brazil

SMR Automotive Brasil Ltda.

Statement of financial position
December 31, 2020 and 2019
 (In thousands of reais)

Note 2020 2019
Assets
Current assets

Cash and cash equivalents 3 3.220 5,854
Accounts receivable 4 17.024 11,089
Inventories 5 18.390 13,765
Taxes recoverable 6 11.561 8,283
Related parties 7 87 113
Advances to suppliers 773 5,077
Other assets 2.316 949

53.371 45,130
Noncurrent assets

Taxes recoverable 6 282 565
Deferred income and social contribution taxes 8 9.313 6,458
Property, plant and equipment 9 31.976 35,332
Intangible assets 2.573 1,473

44.144 43,828

Total assets 97.515 88,958
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Note 2020 2019
Liabilities and equity
Current liabilities

Loans 10 12.997 10.357
Trade accounts payable 11 19.817 13.848
Advances to customers 999 893
Salaries and social charges 1.459 2.041
Taxes payable 15 102
Related parties 7 1.448 613
Other liabilities 565 1.176

37.299 29.029
Non current liabilities

Contingency liabilities 16 171 206
171 206

Total liabilities 37.470 29.235

Equity 12
Capital 82.533 82.533
Accumulated losses (22.488) (22.810)

60.045 59.723

Total liabilities and equity 97.515 88.958

See accompanying notes.
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SMR Automotive Brasil Ltda.

Statement of profit or loss
Years ended December 31, 2020 and 2019
 (In thousands of reais)

Note 2020 2019

Net revenue 13 93.179 123,020
Cost of sales 14 (84.255) (98,513)
Gross profit 8.924 24,507

Operating income (expenses):
Selling expenses 14 (924) (1,157)
General and administrative expenses 14 (11.629) (10,739)
Other operating income, net 3.393 920

(9.160) (10,976)

Income (loss) before finance income (costs) (236) 13,531

Finance income (costs)
Finance income 15 21 33
Finance costs 15 (1.368) (2,056)
Monetary and exchange differences, net 15 (951) (254)

(2.298) (2,277)
Income (loss) before income and social contribution
taxes (2.528) 11,254

Current 8 - (2,853)
Deferred 8 2.856 2,119

Net income for the year
321 10,520

See accompanying notes.
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SMR Automotive Brasil Ltda.

Statement of comprehensive income
Years ended December 31, 2020 and 2019
 (In thousands of reais)

2020 2019

Net income for the year 321 10.520
Total comprehensive income for the year 321 10.520

See accompanying notes.
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SMR Automotive Brasil Ltda.

Statement of changes in equity
Years ended December 31, 2020 and 2019
 (In thousands of reais)

Capital
Accumulated

losses Total

Balances at December 31, 2018 82,533 (33.330) 49.203

Net income for the year - 10.520 10.520

Balances at December 31, 2019 82,533 (22.810) 59.723

Net income for the year - 321 321

Balances at December 31, 2020 82,533 (22.488) 60.045

See accompanying notes.
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SMR Automotive Brasil Ltda.

Statement of cash flows
Years ended December 31, 2020 and 2019
 (In thousands of reais)

2020 2019
Cash flows from operating activities

Net income for the year 321 10.520
Adjustments to reconcile net income to cash from (used in) operating activities:

Depreciation and amortization 4.850 4.865
Write-off of property, plant and equipment and intangible assets 492 958
Deferred taxes (2.856) (2.119)
Constitution (reversal) of contingency liabilities (35) (25)
Interest and exchange variations 795 1.446

Changes in assets and liabilities
Accounts receivable (5.934) 3.598
Inventories (4.624) 1.695
Taxes recoverable (2.781) (470)
Other receivables and advance to suppliers 2937 158
Advanced to customers 107 (4.074)
Trade accounts payable 5.969 2.707
Related parties 860 (2.004)
Salaries and social charges (582) 287
Taxes payable (86) 386
Interest paid (795) (1.446)
Income and social contribution taxes paid (215) (2.825)
Other liabilities (611) 960

Net cash from (used in) operating activities (2.189) 14.617

Cash flow from investing activities
Acquisition of property, plant and equipment, and intangible assets (3.085) (3.022)

Net cash used in investing activities (3.085) (3.022)

Cash flows from financing activities
Loans taken out from third parties 111.134 102.974
Repayment of loans (108.494) (109.973)

Net cash used in financing activities 2.640 (6.999)
Increase (Decrease) in cash and cash equivalents (2.634) 4.596

Statement of changes in cash and cash equivalents
Cash and cash equivalents at beginning of year 5.854 1.258
Cash and cash equivalents at end of year 3.220 5.854

(2.634) 4.596

See accompanying notes.
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Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais, unless otherwise stated)
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1. Operations

SMR Automotive Brasil Ltda. (“Company”), headquartered at Avenida Pacífico Moneda, 3360 -
Jaguariúna-SP, is engaged in the manufacture and sale of external rear-view mirrors for passenger
vehicles.

SMR Automotive Brasil is the first manufacturing plant of the "Motherson Group" in South America
and, until 2011, underwent production testing to ensure the quality of its products as well as the
correct configuration of the machines. The start of the commercial scale production phase began in
September 2012 and the plant is currently in full operation and started sales to customers in August
2012.

Investments began in June 2010, and soon after choosing the best location, based on logistical
criteria and tax incentives, the plot of land was acquired, and construction began in September
2010, and was completed in December 2011.

Impacts generated by COVID-19 (Coronavirus) on the Company's operations

SMR Automotive Brasil Ltda. (“Company”) constantly assesses the impact of the COVID-19
outbreak on the Company’s employees on its operation, monitoring the global economy, its
suppliance, and the demand for its products. The Company’s crisis management Committee
constantly assesses the development of the pandemic scenario and is preparing contingency plans
to be able to act quickly as the current situation develops, being aligned with the Group's initiatives
worldwide.

In case of the measures assumed worldwide attempt to decelerate the spread of the virus endures
much longer, the economy could be negatively impacted. The governments have already imposed
severe measures, such as quarantines, travel and flight restrictions, reduced travel between
countries and cities. Although the Company has experienced economic and geopolitical crises in
the past, and the Company's management and its employees remain committed to achieving its
long-term goals, at this time, the Company's Management is unable to accurately predict or estimate
the magnitude of the adverse impacts generated by COVID-19 on the Company's results.

The Company's main priority continues to be the health and safety of its employees, customers,
and service providers. The management is constantly assessing the impact of the outbreak may
have on the Company's operations, equity, and financial statements, intending to implement
appropriate measures to mitigate the impacts of the outbreak on operations and its financial
statements.
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Notes to financial statements (Continued)
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2. Presentation of financial statements and summary of significant accounting
practices

2.1. Basis of preparation

The financial statements were prepared and are presented in accordance with the accounting
practices adopted in Brazil, which comprise the pronouncements issued by the Brazilian
Financial Accounting Standards Board - FASB (“CPC”) approved by Brazil’s National
Association of State Boards of Accountancy (“CFC”).

The financial statements were prepared on a historical cost basis, except for certain assets
and liabilities, such as financial instruments, which are measured at fair value.

The authorization to issue these financial statements was given by the Executive Board on
March 29, 2020.

2.2. Functional and reporting currencies

The financial statements are presented in thousands of Brazilian reais (R$), which is the
Company’s functional currency.

2.3. Translation of foreign-currency denominated balances

Foreign currency transactions are translated into the functional currency using the foreign
exchange rate in force at the date of the transaction. Exchange gains and losses arising from
the settlement of these transactions and from the conversion of monetary assets and liabilities
denominated in foreign currency are recognized in P&L for the year.

2.4. Financial instruments

i) Financial assets

Initial recognition and measurement

Financial assets are classified at initial recognition as subsequently measured at
amortized cost, at fair value through other comprehensive income and at fair value
through profit or loss. The classification of financial assets upon initial recognition
depends on the characteristics of the contractual cash flows of the financial asset and
the Company’s business model for the management of these financial assets. The
Company initially measures a financial asset at its fair value plus transaction costs, in
the case of a financial asset not measured at fair value through profit or loss. Trade
accounts receivable that do not contain a significant financing component or for which
the Company has applied the practical expedient are measured at the transaction price
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Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais, unless otherwise stated)
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

2.4. Financial instruments (Continued)

i) Financial assets (Continued)

Initial recognition and measurement (Continued)

For a financial asset to be classified and measured at amortized cost or at fair value
through other comprehensive income, it must generate cash flows that are "solely
payments of principal and interest" (SPPI) on the principal amount outstanding. This
assessment is carried out at the instrument level.

The Company's business model for managing financial assets refers to how financial
assets are managed to generate cash flows. The business model determines whether
cash flows will result from the collection of contractual cash flows, the sale of financial
assets or both.

Subsequent measurement

For the purpose of subsequent measurement, the financial assets are classified into
four categories:

(i) Financial assets at amortized cost (debt instruments).
(ii) Financial assets at fair value through other comprehensive income and

reclassification of accumulated gains and losses (debt instruments).
(iii) Financial assets at fair value through other comprehensive income and no

reclassification of accumulated gains and losses upon derecognition (equity
instruments).

(iv) Financial assets at fair value through profit or loss.

At December 31, 2019, the financial assets were classified into: financial assets at
amortized cost and financial assets measured at fair value through profit or loss.
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December 31, 2020 and 2019
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

2.4. Financial instruments (Continued)

ii) Financial assets (Continued)
Financial assets at amortized cost (debt instruments)

The Company measures financial assets at amortized cost if both the following
conditions are fulfilled:

(i) The financial asset is held within a business model whose purpose is to
hold financial assets in order to receive contractual cash flows.

(ii) The contractual terms of the financial asset give rise on specified dates to
cash flows that comprise, exclusively, payments of principal and interest on
the principal amount outstanding.

Financial assets at amortized cost are subsequently measured using the effective
interest rate method and are subject to impairment. Gains and losses are recognized in
P&L when the asset is derecognized, modified or impaired.

The Company's financial assets at amortized cost include accounts receivable, related
parties, and other financial assets recorded as other receivables in current and
noncurrent assets.
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

2.4. Financial instruments (Continued)

i) Financial assets (Continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for
trading, financial assets initially recognized at fair value through profit or loss or financial
assets mandatorily measured at fair value. Financial assets are classified as held for
trading if acquired for the purpose of sale or repurchase within the short term.
Derivative financial instruments, including separated embedded derivatives, are also
classified as held for trading, unless they are designated as effective hedging
instruments. Financial assets with cash flows that are not solely payments of principal
and interest are classified and measured at fair value through profit or loss, regardless
of the business model.

Financial assets at fair value through profit or loss are stated in the statement of
financial position at fair value, and net changes in fair value are recognized in the
statement of profit or loss.

Derecognition (write-off)

A financial asset (or, whenever the case, a part of a financial asset or a part of a group
of similar financial assets) is derecognized when:

(i) The rights to receive cash flows from the assets expire;
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

2.4. Financial instruments (Continued)

i) Financial assets (Continued)

Derecognition (write-off) (Continued)

(ii) The Company has transferred the rights to receive cash flows from the financial
asset, or has assumed an obligation to pay any cash flows it has received, without
material delay, to a third party under a pass-through arrangement; and (a) the
Company has transferred substantially all the risks and rewards of ownership of the
financial asset, or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of ownership of the financial asset, but it has
transferred control over such asset.

When the Company transfers its rights to receive cash flows from an asset or enters
into a pass-through arrangement, it assesses whether and to what extent it has retained
the risks and rewards of ownership. When the Company has neither transferred nor
retained substantially all the risks and rewards of the asset, nor has it transferred
control over the asset, the Company continues to recognize the transferred asset to the
extent of its continuing involvement. In that case, the Company also recognizes an
associated liability. The transferred asset and the associated liability are measured on a
basis that reflects the rights and obligations retained by the Company.

Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of (i) the carrying amount of the asset and (ii) the maximum
amount of consideration that the Company could be required to repay (guarantee
amount).

Impairment of financial assets

The Company recognizes the expected credit losses for all debt instruments not held at
fair value through profit or loss. Expected credit losses are based on the difference
between contractual cash flows due under the contract and all cash flows the Company
expects to receive, to be discounted at an effective interest rate that approximates the
original rate of the transaction. Expected cash flows will include cash flows from the
sale of guarantees held or other credit enhancements that are part of the contractual
terms.
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Notes to financial statements (Continued)
December 31, 2020 and 2019
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

2.4. Financial instruments (Continued)

i) Financial assets (Continued)

Impairment of non-financial assets (Continued)

Expected credit losses are expected in two stages. For credit exposures for which there
has been no significant increase in credit risk since the initial recognition, the expected
credit losses arise from possible default events in the next 12 months (expected credit
losses for 12 months). For credit exposures for which there has been a significant
increase in credit risk since the initial recognition, a supplementary amount is required
for expected credit losses over the remaining life of the exposure, regardless of the
timing of the default. A financial asset is written off when there is no reasonable
expectation of recovery of contractual cash flows.

For trade accounts receivable, the Company applies a simplified approach to the
calculation of expected credit losses. Therefore, the Company does not track changes
in credit risk, but recognizes losses based on lifetime expected losses at each reporting
date. The Company has established a matrix that is based on its historical experience
of credit losses adjusted for specific prospective factors for borrowers and for the
economic environment.

ii) Financial liabilities

Initial recognition and measurement

Financial liabilities are classified as financial liabilities measured at fair value through
profit or loss, or financial liabilities at amortized cost, as the case may be. The Company
determines how its financial liabilities are classified upon their initial recognition.

The financial liabilities are initially recognized at fair value and, in the case of financial
liabilities at amortized cost, include directly related transaction costs.
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Notes to financial statements (Continued)
December 31, 2020 and 2019
(In thousands of reais, unless otherwise stated)
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

2.4. Financial instruments (Continued)

ii) Financial liabilities (Continued)

Initial recognition and measurement (Continued)

The Company’s financial liabilities include trade accounts payable, financings with third
parties and related parties.

Subsequent measurement

The measurement of financial liabilities depends on their classification, as described
below:

a) Financial liabilities measured at fair value through profit or loss

The Company’s financial liabilities at fair value through profit or loss include
financial liabilities held for trading and financial liabilities designated upon initial
recognition as at fair value through profit or loss. Financial liabilities designated
upon initial recognition at fair value through profit or loss are designated at the
initial date of recognition, and only if the CPC 48 criteria are satisfied. The
Company did not designate any financial liabilities at fair value through profit or
loss.

After initial recognition, interest-bearing loans and financing are subsequently
measured at amortized cost using the effective interest rate (EIR) method. Gains
and losses are recognized in profit or loss when the liabilities are derecognized as
well as through the EIR amortization process.

b) Financial Liabilities at amortized cost

This is de most relevant category for de Company. After initial recognition, loans
and financing contracted and granted subject to interest are subsequently
measured at amortized cost, using the effective interest rate method. Gains and
losses are recognized in the income statement when liabilities are written off, as
well as through the effective interest rate amortization process.
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

2.4. Financial instruments (Continued)

ii) Financial liabilities (Continued)

b) Financial liabilities at amortized cost (Continued)

Amortized cost is calculated by considering any discount or goodwill on acquisition and
fees or costs that are an integral part of the effective interest rate. The effective interest
rate amortization is included as finance costs in the statement of profit or loss.

This category generally applies to interest-bearing loans and financing. For more
information, see Note 10.

Derecognition (write-off)

A financial liability is derecognized when the obligation under the liability is discharged
or canceled or expires. When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as the derecognition
of the original liability and the recognition of a new liability. The difference in the
respective carrying amounts is recognized in the statement of profit or loss.

iii) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated statement of financial position if there is a currently enforceable legal right
to offset the recognized amounts and there is an intention to settle on a net basis, to
realize the assets and settle the liabilities simultaneously.
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

       2.5.  Accounting pronouncements that became effective in 2020

The following interpretation of the standard was also adopted for the first time as of January 1,
2020, however, it had no significant effects on the Company’s accounting information:

Changes in CPC 15 (R1): Definition of business

The amendments to CPC 15 (R1) in January 2020 clarify as, to be considered a business, an
integrated set of activities and assets must include, at the very least, an input - input of resources
and a substantive process that together contribute significantly to the ability to generate output -
output of resources.

These changes have no impact on the Company's accounts but may impact future periods if the
Company is incorporated into any business deals.

Changes to CPC 38, CPC 40 (R1) and CPC 48: Reference Interest Rate Reform

The amendments provide a new definition of material that states "the information is material if its
omission, distortion or obscurity can reasonably influence decisions that primary users of general-
purpose make based on those financial statements, which provide financial information on the
entity-specific report ".  The changes clarify that the materiality will depend on the nature or
magnitude of the information, individually or in combination with other information, in the context
of financial accounts. Distorted information could be material if it reasonably expects to influence
decisions made by primary users. These changes have no impact on the financial accounts, nor
are there any expected future impacts for the Company.
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2. Presentation of financial statements and summary of significant accounting
practices (Continued)

       2.5.  Accounting pronouncements that became effective in 2020 (Continued)

Review in CPC 00 (R2): Conceptual Framework for Financial Reporting

The revised pronouncement of some new concepts provides updated definitions and recognition
basis for assets and liabilities and clarifies some important concepts. These amends had no
impact on the Company's financial statements.

Amends in CPC 06 (R2): Benefits Related to Covid-19 Granted to Leaseholders in Lease
Contracts

The amendments provide the concession to tenants in the application of the CPC 06 (R2)
guidelines, modification the lease, accounting for the related benefits as a direct consequence of
the Covid-19.

As a practical expedient, a lessee may choose not to assess whether a benefit related to Covid-
19 granted by the lessor would be a modification of the lease.
The lessee who makes this option must account for any change in the lease payment, resulting
from the benefit granted in the lease contract related to Covid-19, as such as it would account for
the change applying CPC 06 (R2) if the change was not a modification of the contract lease. This
change had no impact on the Company's accounts.
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3. Cash and cash equivalents

Cash and cash equivalents comprise cash, bank deposits and other short-term highly liquid
investments with original maturities of three months or less that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of change in value.

2020 2019

Cash and cash equivalents 3.220 5.854
3.220 5.854

4.   Accounts receivable

Accounts receivable are stated at present value less allowance for doubtful accounts, when
applicable.

2020 2019

Accounts receivable 17.024 11.089
17.024 11.089

At December 31, 2020 and 2019, the aging list of accounts receivable is as follows:

2020 2019

Falling due 15.025 8.321

Overdue:
Within 3 months 1.617 2.673
From 3 to 6 months 382 95

17.024 11.089

At the date of the financial statements, the Company did not record any provisions for losses on
receivables, since it understands that there are no risks of default.

The maximum exposure to credit risk at the statement of financial position date is the book value of
each class of accounts receivable referred to above. The Company has no security as collateral for
trade accounts receivable.
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5. Inventories

Inventories are carried at average cost of acquisition or production, not exceeding their net realizable
value. Provisions for losses on inventories are recorded when considered necessary by
management.

2020 2019

Raw materials 7.342 5.346
Semifinished products 1.081 917
Finished products 1.708 1.519
Imports in transit 4.548 2.706
Tooling 3.712 3.277

18.390 13.765

6. Taxes recoverable
2020 2019

State VAT (ICMS) 6.720 4.620
Contribution Tax on Gross Revenue for Social Integration Program (PIS) and

for Social Security Financing (COFINS) 4.752 4.217
Other taxes to refund 371 11

11.843 8.848
Current 11.561 8.283
Noncurrent 282 565

Long-term recoverable tax balances are basically related to credits arising from the acquisition of
fixed assets, which are being recovered in the proportion of 1/48th per year. Short-term credits relate
to the acquisition of goods and raw materials, and Company management estimates that the
balances existing in current assets as of December 31, 2020 will be realized in the normal course
of its operations, without losses.

7. Related parties

The Company has relationships and carries out transactions in significant amounts with its parent
company and associated companies. These transactions with related parties mainly refer to
purchase of services and materials. The balances arising from these transactions are subject to US
dollar (USD), Euro (EUR) and Yen (JPY) exchange rate fluctuation.
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7. Related parties (Continued)
a) Balances at end of year

2020 2019
Accounts receivable

SMR Mexico - -
SMR France - 61
SMR USA - 7
SMR Germany 86 45
SMR India 1 -

87 113

Accounts payable
SMR USA - 392
SMR India 914 -
SMR Germany 269 164
SMR Mexico - -
SMR Hungary 110 -
SMR Korea 28 23
SMR Japan 2 4
SMR Thailand - -
SMR Australia 122 26
SMR Yancheng 3 4

1.448 613

b) Hard Currency Value

2020 2019
Accounts receivable
USD 1 1
EUR 13 23

2020 2019
Accounts payable
USD 29 110
EUR 60 36
INR 12.858 -
YEN 40 94

c) Purchases of services and materials

2020 2019

SMR USA 52 643
SMR Korea 140 1.010
SMR Stuttgart 3.621 2.647
SMR India 928 134
SMR Mexico 9 4
SMR Australia 286 562
SMR Hungary 110 4
SMR Japan 23 22
SMR Thailand - 224
SMR UK 23 -
SMR YANCHENG 33 -

5.225 5.250
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7. Related parties (Continued)

d) Remuneration to key management personnel

The remuneration of key management personnel on December 31, 2020 was R$ 300.

e) Sales of products and services

2020 2019

SMR India 1 -
- -

8. Income and social contribution taxes

a) Reconciliation of income and social contribution tax expense

The income and social contribution taxes for the year correspond to the taxes calculated on the
taxable profit for the year, based on the rates currently in force, as follows:

 Income tax is calculated at a rate of 15%, plus a surtax of 10% on taxable profit; and

 Social contribution tax is calculated at a rate of 9% on adjusted book income.

Reconciliation of income and social contribution tax expense at the statutory and effective
rates is as follows:

2020 2019

Income (loss) before income and social contribution taxes (2.534) 11.254
Current income and social contribution taxes (nominal rate of

34%) 862 (3.826)
Adjustments for statement of effective tax rate: -

Transfer pricing adjustment (54) (25)
Reduction in the provision for the realization of deferred tax credits

recorded 3.042 3.051
Other - 66

Income and social contribution tax expense 3.850 (734)
Current - (2.853)
Deferred 2.855 2.119
Effective rate 0% 25%
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8. Income and social contribution taxes (Continued)

b) Deferred

Deferred tax assets are recognized on all deductible temporary differences, credits and unused
tax loss carryforwards, when applicable, to the extent taxable profit is likely to be available so
that deductible temporary differences, credits and tax loss carryforwards may be realized.
Deferred taxes related to items recognized directly in equity are also recognized in equity,
rather than in the statement of profit or loss. Deferred tax items are recognized based on the
transaction that triggered the deferred tax, in other comprehensive income or directly in equity.

At December 31, 2020 and 2019, the Company recorded deferred income and social
contribution taxes to reflect future tax effects on existing temporary differences between the tax
base of assets and liabilities and their respective net book values calculated at a combined tax
rate of 34% as follows:

2020 2019
Temporary differences

Provision for profit sharing 78 79
Provision on imports 50 40
Other provisions 237 433
Accumulated tax losses 12.057 11.099

Total deferred tax assets 12.422 11.651
Provision for recoverability of deferred taxes (3.109) (5.193)
Net amount 9.313 6.458

Deductible temporary differences and accumulated tax losses do not expire in accordance with
current tax legislation. Deferred tax assets were recognized in relation to these items, as it is
probable that future taxable profits will be available for the company to be able to use their
benefits. The use of tax loss and negative base balances is limited to 30% of the taxable income
for the year in which it will be used. According to management estimates, future taxable profits
allow the realization of the deferred tax asset, existing on December 31, 2020, in three years.
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9. Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated depreciation and/or
accumulated impairment losses, as the case may be. When significant parts of property, plant and
equipment are replaced, the Company recognizes these parts as an individual asset item, with a
specific useful life and depreciation. Likewise, when a material inspection is carried out, its cost is
recognized in the book value of property and equipment, if recognition criteria are met. All the other
repair and maintenance costs are recognized in the statement of profit or loss as incurred.

In the current year, the Company reviewed the depreciation rates of its assets and changed their
estimated individual useful lives. Management concluded that the rates used reflect the estimated
useful life of assets.

Depreciation is calculated on a straight-line basis over the useful life of the asset, at rates that take
       into consideration the estimated useful life of the assets.

An item of property, plant and equipment is written off on disposal or when no future economic
benefits are expected from its use or disposal. Any gains or losses arising from derecognition of an
asset (calculated as the difference between the net sale price and the carrying amount of the asset)
are recognized in the statement of profit or loss for the year when the asset is derecognized.
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9. Property, plant and equipment (Continued)

Land
Buildings and
improvements

Machinery and
equipment

Furniture
and fixtures

Total in
operation

Construction in
progress Total PP&E

Balances at December 31, 2018 1.695 11.500 16.920 1.664 31.779 6.840 38.619
Acquisitions - 348 936 371 1.655 985 2.640
Transfers - 2.988 1.940 123 5.051 (5.051) -
Write-offs - (17) (44) (5) (66) (890) (956)
Depreciation - (693) (3.348) (509) (4.550) - (4.550)
Balances at December 31, 2019 1.695 14.126 16.404 1.644 33.869 1.463 35.332
Acquisitions - 102 509 145 756 875 1.631
Transfers - 62 1.508 118 1.688 (1.688) -
Write-offs - 0 (96) (358) (454) (38) (492)
Depreciation - (758) (3.596) (141) (4.495) - (4.495)
Balances at December 31, 2020 1.695 13.532 14.729 1.408 31.364 612 31.976
% - Yearly depreciation rate - 4% 10% 12% - - -
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10. Loans

2020 2019

Bank loans 12.997 10.357
12.997 10.357

Bank loans mature up to 2020 and bear interest of CDI + 3.95% p.a. The total amount of bank loans
is guaranteed by the parent company.

Changes in the balance of loans with third parties are as follows:

2020 2019

January 1 10.357 17.385
Loans raised 111.134 102.974
Interest incurred 795 1.446
Repayment of loans (108.494) (109.973)
Interest paid (795) (1.475)
December 31 12.997 10.357

11. Trade accounts payable

2020 2019

Trade accounts payable - domestic suppliers 13.133 12.571
Trade accounts payable – foreign suppliers 6.684 3.577

19.817 16.148

12. Equity

As of December 31, 2020, and 2019, fully subscribed and paid-in capital is divided into 82,532,702
shares with a par value of R$1.00 each, distributed as follows:

Number of
of units of

interest R$ (thousand)

SMR Automotive Mirror Technology 82,532,702 82,532,702
Sukant Gupta 1 1

82,532,703 82,532,703
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12. Equity (Continued)

Foreign capital is registered with the Central Bank of Brazil (BACEN) in the amount of 11,750,000
Euros on May 12, 2016. The remittance of profits, repatriation of capital and foreign reinvestments are
subject to BACEN regulations.

13. Net revenue

Revenues from sales of products are recognized when all significant risks and rewards inherent in
the ownership of products and goods are transferred by the Company to the purchaser, when they
were delivered, there is no right to return, prices are measurable on the sale date and when it is
probable that economic benefits associated with the transaction will flow to the Company.

Revenue is recognized net of discounts, trade benefits granted and sales taxes, such as:

Rates

State VAT (ICMS) 7 to 18%
Contribution Tax on Gross Revenue for Social Integration
Program (PIS) 1.65%
Contribution Tax on Gross Revenue for Social Security
Financing (COFINS) 7.6%
Federal VAT (IPI) 0 to 5%

These charges are presented as sales deductions in the statement of profit or loss.

2020 2019

Gross sales revenue 110.876 140.674
Tooling gross sales 3.625 7.243
Taxes and deductions on sales (21.322) (24.897)

93.179 123.020
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14. Costs and expenses by nature

The Company elected to present the statement of profit or loss by function and details by nature
are as follows:

2020 2019

Raw Material and inputs 67.089 76.442
Personnel expenses 13.835 17.398
Depreciation and amortization 4.850 4.865
Consumption material, energy, gas and maintenance 4.070 4.733
Rent 666 662
Taxes and fees 2.041 1.662
Subsidiary expense allocation 3.468 2.571
Other expenses 789 2.076

96.808 110.409

Breakdown:
Cost of sales 84.255 98.513
Selling expenses 924 1.157
General and administrative expenses 11.629 10.739

96.808 110.409

15. Finance income (costs)

2020 2019
Finance income

Other finance income 21 33
21 33

Finance costs
Interest and charges on loans (1.235) (1.797)
Other finance costs (133) (259)

(1.368) (2.056)
Foreign exchange differences

Foreign exchange losses (2.549) (3.032)
Foreign exchange gains 1.598 2.778

(951) (254)

Finance income (costs) (2.298) (2.277)
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16. Provision for contingencies

The Company is a party to legal proceedings arising from the ordinary course of its business.

Periodically, management evaluates contingent risks based on legal, economic and tax bases, with
the purpose of classifying them, according to their chances of occurrence and enforceability, as
probable, possible and remote, taking into account, as the case may be, the analysis of the legal
department responsible for the Company’s legal proceedings.

The Company has a share in the passive pole classified as the probable loss risk in the amount of
R$ 171 as of December 31, 2020 (R$ 206 as of December 31, 2019) for which a provision was
constituted.

There are legal proceedings whose likelihood of loss is assessed by the external legal advisors and
by Company management as possible in the amount of R$641 thousand as of December 31, 2020
(R$494 thousand in 2019) for which no provision has been recorded since accounting practices
adopted in Brazil do not require it.

17. Risk management and financial instruments

a) General considerations

The estimated realizable values of financial assets and liabilities of the Company have been
determined using available market information and appropriate valuation methodologies.
Considerable judgment, though, was required in interpreting market data to produce the most
adequate estimated realizable value.

The book value of financial instruments recorded in the statement of financial position, when
compared to the amounts that could be obtained from their trading in an active market, or in
the absence of such markets, using the net present value adjusted for the current market
interest rate, substantially approximates the related market value. The Company does not
adopt the practice of carrying out transactions with financial derivatives.

b) Risk management

Liquidity risk

Liquidity risk consists of the likelihood that the Company will not have sufficient resources to
comply with its commitments by virtue of different currencies and term for the settlement of its
rights and obligations.
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17. Risk management and financial instruments (Continued)

b) Risk management (Continued)

Liquidity risk (Continued)

The Company’s liquidity and cash flow control is monitored by the Company’s financial
management department, to assure that cash flow from operations and the previous funding,
when necessary, are sufficient to meet its commitment schedule, not generating liquidity risks
to the Company.

Currency risk

The Company’s profit or loss is susceptible to significant changes due to the effects of the
volatility of foreign exchange rates on balances pegged to foreign currencies, mainly the Euro.

Company management believes that the exchange rates between the Real and the Euro will
not be subject to significant additional volatility; consequently, it did not enter into any financial
instrument to protect the Company's exchange exposure as of December 31, 2020 and 2019.

18. Insurance

The Company seeks the assistance of insurance consultants in the market to establish coverage
compatible with its size and operations. At December 31, 2020, insurance coverage was contracted
at the following amounts pursuant to the respective insurance policies:

Insurance lines Amount insured

Named perils 123.237

The work scope of our auditors does not include expressing an opinion on the sufficiency of the
insurance coverage, which was determined by Company management and considered sufficient to
cover any losses.


