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Auditor’s Report

Mincheng Audit[2019] No.096

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

1.Opinion

We have audited the financial statements of shandong HuaKai-PKC Wire Hamess Co., Ltd. (hereinafter
referred to as the “Company”), which comprise balance sheet as at 31 December 2018; income statement,
cash flow statement, statement of changes inowners' equity for the year then ended; and notes fo the
financial statements. S

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 2018 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. Qur 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 to 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 significant audit findings, including any significant deficiencies in internal-control
that we identify during our audit.

Certified Public Accountant of China: ERg
Zhenjiang Mincheng Certified Public Accountants Co.; Ltd (Signature and stamp) INean

Certified Public Accountant of China:f -
(Signature and stamp) :

Zhenijiang.China 28 April 2019



Annex [:

Balance Sheet

NEEs T,
LR AP

¢ Unit ONY.., 575§

Prepared by:Shandong huakai-pkc Wire hamess Co., Ltd As at December 31, 2018 f =N
assets 31-Dec-18 31-Dec-17 | liabilities and owners' equity |  31-Dec:18~ | -''31-Dec-17
Current assets: Current liabilities: LN ne
Cash and cash equivalents 93,662.29 692,061.27 | Short-term loans i .
Tradable financial assets - - | Tradable financial liabilities - i -
Derivative financial assets - - | Derivative financial liabilities - -
Notes and accounts receivables 5,104,733.20 Notes and accounts payable 6,309,106.39 -
Prepayment 4,854,078.45 - | Advance from customer S -
Other receivables 7,875,883.42 2,945,116.82 | Contract liability - -
Inventories - - | Employee benefits payable 1,564,200.00 762,560.00
Contract assets - - | Taxes payable 30,588.93 272,113.52
Assets held for sale - - | Other payable 533,229.20 4,210,816.00
Non-current assets due within - istibes it s i 1
one year
Other current assets 72808945  ondase | MoneuEntlsbilves duesithin : .
one year
Total current assets 18,656,396.82 3,692,227.67 | Other current liabilities - -
Non-current assets:: Total current liabilities 8,437,124.52 4,701,262.48
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 2,977,062.21 337,702.35 | Long-term payables - -
Construction in progress 29,105,690.99 6,469,878.32 | Accrued liabilities - -
Productive biological assets - - | Deferred income - -
Oil and gas assets - - | Deferred tax liabilities - -
Intangible assets 7,710,259.25 7,868,960.93 | Other non-current liabilities - 3
Development expenses - - |Total non-current liabilities - -
Goodwill - - |Total liabilities 8,437,124.52 4,701,262.48
Long-term deferred expenses - - |Shareholders' equity :
Deferred tax assets - - | paid-in capital 48,000,000.00 |  16,000,000.00
Other non-current assets - - | Other equity instruments - -
Total non-current assets 39,793,012.45 | 14,676,541.60 | Including: preference shares - -
Perpetual bonds - -
Capital reserves - -
Less:; treasury stock - -
Other comprehensive income - -
Surplus reserves 201,228.48 -
Undistributed profits 1,811,056.27 -2,332,493.21
Total owners' equity 50,012,284.75 13,667,506.79
Total assets 58,449,409.27 | 18,368,769.27 |Total liabilities and owners' equity 58,449,409.27 | 18,368,769.27

Legal representative:

Person in charge of accounting affairs:
Person in charge of accounting department:




Annex IT1:
income statement
Prepared by:Shandong huakai-pkc Wire hamess Co., Ltd

Unit: CNY-

ltem

Year 2018

Year ‘2017

1. operating revenue

21,853,528.59

4,170.69

Less: operating costs

20,823,295.96

Taxes and surcharges

311,401.62

Selling and distribution expenses

367,630.30

1627.40

General and administrative expenses

1,620,951.35

2,109,516.35

Research and Development expenses

1,642,628.94

223,913.80

Financial expenses

52,946.23

-451.03

Including:Interest expenses

Interest income

Asset Impairment losses

Credit impairment loss

W

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)

-2,865,325.81

-2,330,435.83

Plus: non-operating income

8,166,546.04

Less: non-operating expenses

210,287 .41

2,057.38

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

5,090,932.82

-2,332,493.21

Less: income tax expenses

746,154.86

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

4,344,777.96

-2,332,493.21

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

4,344,777.96

-2,332,493.21

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

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 translation of foreign currency financial statements

Others

6. Total comprehensive income

4,344,777.96

-2,332,493.21

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:



Annex III:

Cash flow statements

Prepared by:Shandong huakai-pkc Wire harness Co., Ltd Unit: CNY
Item Year 2018 Year 2017

1. Cash flows from operating activities :

Cash received from sale of goods and rendering of services 20,199,949.76 4,170.69

Refunds of taxes and surcharges - Lams ™,

Cash received from other operating activities 2,563,389.74 2,672.874.18

Sub-total of cash inflows from operating activities 22,763,339.50 2,677,044.87

Cash paid for goods purchased and services received 7,462,347.06 -

Cash paid to and on behalf of employees 16,218,456.88 1,160,226.20

Cash paid for taxes and surcharges 309,725.41 35,465.70

Cash paid for other operating activities 5,918,629.77 2,112,750.10

Sub-total of cash outflows from operating activities 29,909,159.12 3,308,442.00

Net cash flows from operating activities -7,145,819.62 -631,397.13

2. Cash flows from investing activities :

Cash received from disposal of investments -

Cash received from returns on investments 2

Net cash received from disposal of fixed assets,intangible assets and other long-term :

assets

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

Cash received from other investing activities z

Sub-total of cash inflows from investing activities = :

aizzrspaid to acquire and construct fixed assets,intangible assets and other long-term 25.452,579.36 14 676,541.60

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 25,452,579.36 14,676,541.60

Net cash flows from investing activities -25,452,579.36 -14,676,541.60

3. Cash flows from financing activities :

Cash received from investors 32,000,000.00 16,000,000.00

Cash received from loans - -

Cash received from other financing activities - -

Sub-total of cash inflows from financing activities 32,000,000.00 16,000,000.00

Cash paid for debt repayments -

Cash paid for distribution of dividends and profits or payment of interest -

Cash paid for other financing activities -

Sub-total of cash outflows from financing activities -

Net cash flows from financing activities 32,000,000.00 16,000,000.00

4, Effect of fluctuation in exchange rate on cash and cash equivalents - -

5. Net increase in cash and cash equivalents -598,398.98 692,061.27

Plus: balance of cash and cash equivalents at the beginning of the period 692,061.27 -

6. Balance of cash and cash equivalents at the end of the period 93,662.29 692,061.27

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 2018

I .Company profile
Registered capital: 100 million RMB yuan
Date of establishment: May 27, 2017
Unified social credit code: 91370704MA3DQTD16W
Type of company: limited liability company (legal person not invested or controlled by natural person)
Industry: Manufacturing
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).

II. Basis of preparation of financial statements

The Company has prepared its financial statements on a going concemn 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.

[II. 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

(1) Classification of inventory : Inventories are classified as: raw materials, semi-finished goods, stock
commodities, consigned processing materials, goods in progress and revolving materials (including
low-cost consumables), efc.

(2) Inventory system:The Company adopts perpetual inventory system and takes physical 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) It is 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 present value 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:

Estimated residual value

Category of Fixed Assets rate (%) Estimated useful life (Yr) Annual depreciation 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 fixed assets shall be inspected item by item. If the recoverable amount is lower
than the book value due to the continuous decline in market price or the obsolete technology, damage or long-
term idleness, the fixed assets impairment provision shall be made for the part of the recoverable amount that
is lower than the book value of the fixed assets. The provision for impairment of fixed assets shall be
determined by the difference between the book value of a single fixed asset and its recoverable amount.

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.

Intang'ible assets with indefinite useful lives are not amortized in the holding period, but impairment 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 intangible asset and its book value, and
shall be included in the profits and losses of the current period..

10. Long-term deferred expenses

Long-term deferred expenses refer to various expenses which have been already incurred but will be born
in this period and in the future with an amortization period of over 1 year (exclusive). Long-term
deferred expenses shall be initially measured according to the actual costs incurred. 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

—_—1 0___



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 liabiliies 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 Chanae
The company's main accounting policies did not change during the reporting period.
2. Changes in Accounting Estimates
The company's major 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
Tax type Taxation basis Tax rate(%)
Value-added fax Output tax-deductible input tax 17%~ 16%
City maintenance and construction tax Applicable turnover tax amount 7%
' E:::T]aatriggssurcharges Aiatlecalmueaiy Applicable turnover tax amount 3%I2%
Corporate income tax Applicable income tax rate 25%

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

ltem Closing Balance Opening Balance
Cash 1,352.33 4,067.55
Bank deposit 92,309.96 687,993.72
Other cash and cash equivalents - -
Total 93,662.29 692,061.27

2. Bills receivable and accounts receivable
(1).Bills receivable

Ttem Closing Balance Opening Balance
Bank acceptance bills 1,753,000.00
Commercial acceptance bills 3 =
Total 1,753,000.00 -

(2). Accounts receivable
(a) Aging analysis

Closing Balance Opening Balance

Aging

Book Balance | Proportion | Provision for bad debt Book Balance Proportion | Provision for bad debt
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within 1 year

3,351,733.20

100.00%

1-2 years

2-3 years

34 years

4-5 years

Over 5 years

Total

3,351,733.20

100.00%

#DIVIO!

(b) Top five entities with the largest balances of other receivables

S/N Company name Closing Balance Aging Arrears reason
1 |First 2,574,696.28 | within 1 year |Payment for goods
2 |Second 780,996.92 | within 1 year |Payment for goods
3 |Third -3,960.00 | within 1 year |Payment for goods
4 |Fourth -
5 [Fifth -
Total 3,351,733.20
3. Prepayment
(a) Aging analysis
Kding Closing Balance Opening Balance
Book Balance Proportion | Provision for bad debt Book Balance Proportion [ Provision for bad debt
within 1 year 4,854,078.45 100.00% - -
1-2 years - - - -
2-3 years . £ ¥ =
Over 3 years - - -
Total 4,854,078.45 100.00% - -

(2) Top five entities with the largest balances of prepayments :

SIN Company name Closing Balance Aging Arrears reason
1 First 3,213,419.72 | within 1 year

2 |Second 986,000.00 |  within 1 year

3 |Third 490,130.10 | within 1 year

4 [Fourth 81,638.48 | within 1 year

5 |Fifth 66,000.00 | within 1 year

Total 4,837,188.30
4. Other receivables

(1) Aging analysis

Hing Closing Balance Opening Balance
Book Balance Proportion | Provision for bad debt Book Balance Proportion | Provision for bad debt

within 1 year 7,159,400.90 90.90% - 2,945,116.82 100.00% -
1-2 years 716,482.52 9.10% - - -
2-3 years - - - -
34 years - - -
4-5 years - - -
Over 5 years - - -

Total 7,875,883.42 100.00% - 2,945,116.82 100.00% -
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(2) Top five entities with the Iargést balances of other receivables :

S/N Company name Closing Balance Aging Arrears reason
1 |First 6,824,086.00 | within 1 year
2  [Second 396,794.00 | within 1 year
3 |Third 255,828.72 1-2 years
4 |Fourth 157,653.80 1-2 years
5 [Fifth 75,889.47 |  within 1 year
Total 7,710,251.99

5. Other current assets

Item _ Closing Balance Opening Balance
Housing rental fees, consumables amortization 728,039.46 55,049.58
Total 728,039.46 55,049.58

6. Fixed assets

Original Price of Fixed Assets

Opening Balance

Increase

in current period

Decrease in current period| Closing Balance

office equipment

electronic equipment 28,500.00 107,063.80 - 135,563.80
Machinery equipment - 2,402,412.87 - 2,402,412.87
Transportation equipment 321,508.54 307,290.02 - 628,798.56
Tool mould & = -

Total 350,008.54 2,816,766.69 - 3,166,775.23

Accumulated depreciation

Opening Balance

Increase

in current period

Decrease in current period| Closing Balance

office equipment

electronic equipment 791.67 12,892.06 - 13,683.73
Machinery equipment - 25,509.36 - 25,509.36
Transportation equipment 11,514.52 139,005.41 - 150,519.93
Tool mould - - - -
Total 12,306.19 177,406.83 - 189,713.02

Provision for fixed asset impairment

Opening Balance

Increase

in current period

Decrease in current period| Closing Balance

Total

Net fixed assets

337,702.35

2,639,359.86 |

- 2,977,062.21

7. Intangible assets

ncrease in current perioJ Decrease in current period

Item Opening Balance Closing Balance
1. Original cost of intangible assets 7,935,086.64 - - 7,935,086.64
Land use right 7,935,086.64 - - 7,935,086.64
2. Accumulated amortization of intangible assets 66,125.71 158,701.68 = 224,827.39
Land use right 66,125.71 158,701.68 - 224,827.39
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3.Provision for impairment

Land use right

4. Book value of intangible assets

7,868,960.93

-158,701.68

- 7,710,259.25

Land use right

7,868,960.93

-158,701.68

- 7,710,259.25

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

s

Closing Balance

Opening Balance

Bank acceptances

Total

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

Aging Closing Balance Opening Balance
Book Balance Praportion Book Balance Proportion
within 1 year 1,455,027.94 23%
1-2 years 4,854,078.45 77% -
2-3 years - -
Qver 3 years - -
Total 6,309,106.39 100% -

(b). Top five entities With the largest balances of Accounts payable :

S/N Company name Closing Balance Aging Arrears reason

1 |First 1,274,000.00 [ within 1 year

2 |Second 941,128.00 |  within 1 year

3 |Third 772,464,00 |  within 1 year

4 |Fourth 684,5663.09 | within 1 year

5 [Fifth 593,840.00 | within 1 year

Total 4,265,995.09
9. Taxes payable
ltem Closing Balance Opening Balance
Value-added tax -799,234.29 -357,424.30
Individual Income Tax 7,368.06 947852
Stamp tax 468.00
Land use tax 75,832.30 75,832.26
Enterprise income tax 746,154.86 -
Total 30,588.93 -272,113.52
10. Other payables
(a). Aging analysis
Aging Closing Balance Opening Balance
Book Balance Proportion Book Balance Proportion
within 1 year 531,804.20 100% 4,210,816.00 100%
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1-2 years 1,425.00 0% -
2-3 years - -
Over 3 years - :
Total 533,229.20 100% 4,210,816.00 100%
(2) Top five entities with the largest balances of Other payables :
S/N Company name Closing Balance Aging Arrears reason
1 |First 304,192.00 | within 1 year
2 |Second 90,613.00 [ within 1 year
3 |Third 66,000.00 | within 1 year
4 |Fourth 22,389.29 | within 1 year
5 [Fifth 17,806.90 |  within 1 year
Total 501,001.19
11. Received Capital
Shareholder name Opening Balance | Increase in current period| Decrease in current period | Closing Balance Proportion
Jiangsu huakai PKC wire harness co., LTD 16,000,000.00 32,000,000.00 - 48,000,000.00 100.00%
Total 16,000,000.00 32,000,000.00 - 48,000,000.00 100.00%

12. Surplus reserves

Undistributed profits at the end of the period

ltem Opening Balance  |Increase in current period| Decrease in current period| Closing Balance
Statutory surplus reserves - 201,228.48 - 201,228.48
Total - 201,228.48 - 201,228.48
13. Undistributed profits
Item Closing Balance
Undistributed profit before adjustment at the end of the last year -2,332,493.21
Undistributed profit after adjustment at the beginning of year -2,332,493.21
Plus: net profit attributable to owners for the current period 4,344777.96
Subtraction: withdrawal of statutory surplus reserve 201,228.48
Ordinary share dividends payable -
1,811,056.27

14. Selling and distribution expenses

ltem Current period amount Previous period amount
office expenses 45,000.00 -
labor cost 312,105.78 1,627.40
Express delivery, postal fee 24.52 -
meeting affair charge 10,500.00 -
Other expense - -
Total 367,630.30 1,627.40

15. General and administrative expenses

Item Current period amount Previous period amount
rent 179,129.48 20,649.93
Labor cost 852,240.74 261,131.32
insurance 63,763.55 11,083.21
Depreciation cost 90,355.00 12,306.19
Recruitment 31,880.43 18,391.31
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Vehicle use cost 46,707.61 10,615.80
Amortization of intangible assets 158,701.68 66,125.71
Other expense 98,172.86 1,709,212.88

Total 1,520,951.35 2,109,516.35

16. Research and development expenses

ITtem Current period amount Previous peried amount
wage 1, 269, 636. 23 190, 406. 81
bonus 65, 500. 00 =
Pension 146, 247. 60 19, 397. 80
welfare 17, 888. 00 451. 00
medical insurance 51, 094. 05 3,917, /83
housing fund 67, 959. 36 8, 343. 36
travel expense 20, 389. 06 1, 397. 00
Other expense 3,914. 64 i
Total 1,642, 628. 94 223,913..80

17. Financial expenses

Item Current period amount Previous period amount
Interest expenses 53,546.41 -
Less: Interest income 6,665.68 1,858.03
Plus: Losses from currency exchange 5 :
Less: exchange earning - -
Other expense 6,065.50 1,407.00
Total 52,946.23 -451.03

- 18. Non-operating incomes

ltem Current period amount Previous period amount
Claim 2,500.00 -
Waste income 48,560.04 =
Government grants 8,115,486.00 -
Total 8,166,546.04 -

19. Non-operating expenses

[tem Current period amount Previous period amount
Tax fine for delaying payment 1.38 57.38
Administrative penalty 209,286.03 -
donate 1,000.00 2,000.00
Total 210,287 .41 2,057.38
20. Income tax expense
ltem Current period amount Previous period amount
Current Period Income Tax 746,154.86 -
Deferred Income Tax -
Total 746,154.86 -

Appendix: Income Tax Calculation Table for the current period
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ltem Amount

|. Total Pre-audit Profit -3,024,553.18
Add: Audit Adjustments (carry-over government subsidy income) 8,115,486.00
II. Total Profit after Audit 5,090,932.82
Il. Add: Increase in Tax adjustments 221,039.31
1. 26879.75RMB Yuan, 40% of Business Entertainment Expense for the year not included in the adjustment 10,751.90
2.Tax late fees 1.38
3.Teacher's Day Sponsorship 1,000.00
4 Administrative Fines 209,286.03
IV. Deduct: Reduction in Tax Adjustments 762,560.00
1.Increase in Pre-Raised Salary in Last Year, Decrease in Actually Paid-up Salary in Current Year 762,560.00
V. Tax Payable Income 4,549,412.13
Deduct: Make-up the loss in previous years 1,564,792.68
Deduct: Tax-free income

VI> Applicable Tax Rate 25.00%
VII. Actual Tax Payable Amount 746,154.86

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

ltem

Current period amount

Previous period amount

1.Reconciliation of net profit to cash flow from operating activities :

Net profit

4,344,777.96

-2,332,493.21

Add: provision for asset impairment

Depreciation of fixed asset, oil andgas assels and productive biological
assels

177,406.83

Amortization of intangible assets

158,701.68

Amortization of long-term deferred expenses

Losses from disposal of fixed assets, intangible assets and other fong-term
assets

Losses on the changes in the fair value

Financial expenses

52,946.23

-451.03

Losses on investments

Decrease in deferred tax asset )

Increase in deferred tax liabilities

Decrease in inventory

Decrease in operation receivables

-14,889,578.25

-2,945,116.82

Increase in operation payables

3,735,862.04

4,701,262.48

Others

-725,936.11

-54,598.55

Net Cash Flow from Operating Activities

-7,145,819.62

-631,397.13

2.Significant investing and financing activities not involving cash flow

Conversion of debt into capital

Reclassification of convertible bonds expiring within one year as current liability

Fixed assets acquired under finance leases

3.Net change in cash andcash equivalents

Closing balance of cash

93,662.29

692,061.27

Less: opening balance of cash

692,061.27

Add: cash equivalents at the end of the period
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Less: cash equivalents at the beginning of the period

Net change in cash and cash equivalents -598,398.98 692,061.27
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 ”T“U” kit Economic nature il
£ COomnanyy renresentat
Jiangsu Huakai PKC Wire Hamess 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 Harness Co., Ltd.

16,000,000.00

32,000,000.00

48,000,000.00

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

Related Party

Registration Place

Relationship with the company

not have

IX. Contingencies

There are no major contingencies on the closing date of the financial statements.

~ X. Post balance sheet event

the company has no major balance sheet issues.
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