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Auditors’ Report

H.G.R. (2023) S.Z.No.01141

To the shareholders of Navin fluorine (Shanghai) Co., LTD,

I. Opinion

We have audited the financial statements of Navin fluorine (Shanghai) Co., LTD (“the
Company), which comprise the balance sheet as at March 31% , 2023, and the income
statement, the cash flow statement and the statement of change in equity for the year
then ended, and notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at March 31, 2023, and the results
of its operations and its cash flows for the year then ended in accordance with the
Accounting Standards for Small Business Enterprises.

<

II. Basis for opinion

We conducted our audit in accordance with China Standards on Auditing (“CSAs”).
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 China Code of Ethics for Certified
Public Accountants (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.

I11. Responsibilities of the management and those charged with governance for
the financial statements

The management of the Company is responsible for the preparation and fair
presentation of the financial statements in accordance with the Accounting Standards
for Small Business Enterprises, and for designing, implementing and maintaining
such internal control as the 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, the management is responsible for assessing the
Company’ s ability to continue as a going concern, disclosing, as applicable, matters
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related to going concern and using the going concern basis of accounting, unless the
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.

IV.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 generally 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 judgement and
maintain professional scepticism throughout the audit. We also:

(1) 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.

(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 internal control.

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

(4) 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 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
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represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with those charged with governance regarding, 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

(In case of any discrepancy between the Chinese version and the English version of

this auditors’report, the Chinese version shall prevail.)
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April 4, 2023
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Navin fluorine (Shanghai) Co., LTD Notes to the Financial Statements

Please give it your attention: notes to the accounting statements constitute a part of the

accounting statement.

I . Company profile

Approved by Shanghai Industrial and Commercial Administration on May 12th, 2015, Navin
fluorine (Shanghai) Co.LTD. (hereinafter referred to as “the Company”) is a wholly
foreign-owned enterprises funded by Navin Fluorine International Limited, with a registered
capital of USD two million. The corporate representative is SUBBARAO TATA. The business
scope covers Chemical raw materials and products import and export, domestic wholesale,

commission agent, and provide related technical advisory services and ancillary services.

I1. Basis for preparation of financial statements

On a going concern basis, the Company carried out its recognition and measurement work based
on the transaction and items actually occurred in accordance with relevant provisions of
accounting standards for Small Business Enterprises. It was on this basis that the Company

prepared its financial statements.

IIL. A statement on compliance with the Accounting Standards for Business Enterprises

The Company’ financial statements have been prepared in accordance with the Accounting
] Standards for Small Business Enterprises, which give, in all m(:aterial respects, a true and full view

of the company’s relevant information on financial position, business performance and cash

flows.

IV. The Company’s major accounting policy and estimates

1. Accounting system
The Company carries out the Accounting Standards for Small Business Enterprises, and relevant
supplementary provisions.

2. Accounting period
The Company’s accounting period is from April 1st to March 31st .

3. Reporting currency
The Company’s reporting currency is Renminbi (RMB).

4. Accounting basis and principle
The Company’s financial accounting is carried out on an accrual basis. Each asset is recorded and

measured on a historical cost basis.



Navin fluorine (Shanghai) Co., LTD Notes to the Financial Statements

5. Translation of foreign currency

Transactions in foreign currencies are translated into RMB at the exchange rates ruling on the
same day when transaction occurs and the balance in each foreign currency account is adjusted
after converted into RMB at the year-end market exchange rate. The year-end translation
differences of special loan account in foreign currency shall be capitalized according to
stipulations and charged in the cost of construction in progress if they were incurred before the
fixed asset acquired is ready for the intended use. All the rest translation differences of special

loan account in foreign currency are charged in the financial cost.

6. Criteria of cash equivalents recognition

In preparation of the cash flow statement, cash refers to all cash in hand and call
deposits. Cash equivalents are defined as short-term, highly-liquid investments that are
readily convertible to known amounts of cash and which are subject to an insignificant

risk of changes in value.

7. Accounting method for bad debts

Recognition criteria: In the event that debtor, pursuant to law, files bankruptcy or has been
deregistered, found dead, missing and therefore becomes insolvent; and debtor fails to perform the
obligation of repayment in due time and it is proved by solid evidence that the relevant amount of
money can never be collected, the account receivable in question will be written off after approved

by certain authority of the Company.

8. Accounting method for inventories
(1) Inventories should be recorded at actual cost on acquisition and delivery.
@ Low value consumable items should be amortized on a lump-sum basis.

@ Perpetual inventory system is adopted in inventory-taking.

9. Valuation and depreciation of fixed assets

(1) Fixed assets refer to buildings, machinery equipment, transportation facilities and other
facilities and tools with useful lives over 1 year and relatively high unit value, which are held for
the purpose of production, service provision, lease or operating management.

(2) Fixed assets are recorded at cost when acquired.

@ Scope of depreciation: all fixed assets will be depreciated excluding the equipment that has
been fully depreciated but is still in use which is separately evaluated and charged in the account.

@ Provision for depreciation of fixed assets shall be made by their categories using the composite

-9~
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life method. The depreciation rate is determined by the categories of fixed assets, estimated useful

years and the estimated net residual value ratio of 5%. Depreciation by categories is as below:

Yearly d iati
Category Useful life carly depreciation
rate
Electronic equipment 3 31.67%
Vehicle 5 199%

(5) Subsequent expenditure of fixed assets

Any improvement expenditure that can expand the useful life of fixed asset, actually upgrade the
quality of products or reduce the product manufacturing cost shall be charged in the original price
of fixed asset. Other expenditures saving the aforesaid such as repair expense shall be charged in

loss and profit incurred in current period.

10. Principles of revenue recognition

(1) Revenue from sales of goods: the Company has transferred the major risks of ownership of
goods and the corresponding rewards to the buyer; the Company retains neither continuous
management right usually related to ownership nor control over the goods sold; business related
economic benefits can flow into the Company; relevant income and cost can be measured reliably.

(2) Revenue from service provision: If the provision of services is started and completed within
the same accounting year, revenue should be recognized at the time when service was completed,
service charges were received or evidence on cash receipt has been obtained; when the provision
of services is started and completed in different accounting years, revenue from service provision
should be recognized based on the percentage-of-completion method on the balance sheet date

provided that the outcome of a service provision can be estimated reliably.

V. Taxation

Major taxes and tax rates applicable to the Company

) Basis for computation of
Categories of taxes Tax rate (%)
tax

Corporate income tax Taxable income 25%

VI. Associated Parties
If the Company is able to directly or indirectly control and jointly control another party
or to exert major impact, or the Company and another party or several parties are under

the control of the same party, they are regarded as associated parties.
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VII. Notes to major items of financial statements (unit: RMB yuan)

1. Other receivable

Age of account Balance at the end of the period | Balance at the beginning of the period
Balance % Balance %
1-2 years 27,100.00 100%
2-3 years 27,100.00 100%
Total 27,100.00 100% 27,100.00 100%

2. Accrued payroll

Balance at the end of the

Balance at the beginning of the

Item
period period
social insurance premium 2,550.50 2,306.80
housing fund 670.00 592.00
Total 3,220.50 2,898.80

3. Taxes payable

Balance at the end of the

Balance at the beginning of the

Item
period period
VAT payable 9,017.58 8,026.02
individual income tax 3,330.08 3,092.29
Urban construction tax and 901.76 963.12
surcharges
Total 13,249.42 12,081.43

4. Other payable

Age of account

Balance at the end of the

period

Balance at the beginning of the

period

Less than one year

1,674.60

1,480.70

Total

1,674.60

1,480.70

5. Paid-in capital

Balance at the end of the

Balance at the beginning of

Increase in

Decrease

Name of investors the period period
this year iin this year
Investment amount;Percentage Investment amount |Percentage
Navin Fluori
avin tonine 5,652,995.68)  100% 5,652,995.68)  100%
International Limited
Total 5,652,995.68 100% 5,652,995.68 100%

-4-
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6. Undistributed profit

Balance at the
Items Balance at ttfe beginning of the
end of the period pexiod
Opening balance -5,550,958.63 -4,856,047.16
Increased 34,891.79 -694,911.47
therein: Net profit Transferred this year 34,891.79 -694,911.47
Other
Decreased
therein: The increase amount of Surplus reserve this period
General risk provision
The distribution of Cash Dividends this period
The distribution of Stock dividend this year
Other decrease
Closing balance -5,516,066.84 -5,550,958.63
7. Operating revenue and cost
Amount incurred in this year Amount incurred in last year
Item
Revenue Cost Revenue Cost
Main business | 1,080,193.23 352,491.27 )
Other business 1,249.30 1,164.49
Total 1,081,442.53 353,655.76
8. Non-operating income
Item Amount incurred in this year Amount incurred in last year
government subsidy 35,072.69 2,612.02
Total 35,072.69 2,612.02

9. Cash flow statement

I. The indirect method:

Balance at the | Balance at the
Items end of the beginning of
period the period

1. Conversion of net profit into cash flow from operating activities: e

Net profit 34,891.79 -694,911.47
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Balance at the | Balance at the
Items end of the | beginning of
period the period

Less :Unrealised investment losses

Add: Provision for impairment loss on assets

Depreciation of fixed assets

Amortization of intangible assets

Decrease (increase) in deferred expenses

Increase (Decrease) in accrued expenses

Amortization of long-term deferred expenses

Loss on disposal of fixed assets, intangible assets and other long
term assets

Loss on discarding of fixed assets (gain is stated in “—")

Loss on change in fair value (gain is stated in “—")

Financial cost (gain is stated in “—)

Loss on investment (gain is stated in “— )

Decrease in deferred income tax assets ( increase is stated in“—")

Increase in deferred income tax liabilities (decrease is stated in“—")
Decrease in inventory ( increase is stated in“—7)
Decrease in operating receivables ( increase is stated in“—") .
Increase in operating payables(decrease is stated in“—"” 1,683.59 9,220.57
Others -66.25 10,656.21
Net cash flow from operating activities 36,509.13 -675,034.69

2.Investing and Financing Activities that do not Involve Cash

Receipts and Payments:

Conversion of debt into capital

Reclassification of convertible bonds expiring within one

year as current liability

Fixed assets acquired under finance leases

Net Increase in Cash and Cash Equivalents:

Cash at the end of the period 127,973.36 91,397.98

Less: cash at the beginning of the year 91,397.98 518,693.49

Add: cash equivalents at the end of the period

Less: cash equivalents at the beginning of the period

Net increase in cash and cash equivalents 36,575.38 | -427,295.51
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II. Monetary capital

Balance at the Balance at the
items end of the begin of the
period period
Cash 127,973.36 91,397.98
Including : Cash in hands
Cash in bank 127,973.36 91,397.98
Other monetary funds
Cash equivalents
Including: bond investments maturing within three
months
Cash and cash equivalents 127,973.36 91,397.98
Including:Restricted cash and cash equivalents in
Parent company or subsidiaries of the Group

VIII. Business with Associated Party

Associated Party:

Pl f
Name of Associated Party Regiasct:a?ion Shareholding ratio %
Navin Fluorine International Limited India 100%

<

IX. Others to be explained

None.

X. Events after the balance sheet date

None.

XI. Approval of the financial statements

<

The Financial Statement of this term has been confirmed by the corporation’s directorate .

Navin fluorine (Shanghai) Co., LTD
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