Sieyuan Electric Co., Ltd.
Audit Report
SCPAR (2025) No. 5650

Shanghai Certified Public Accountants (Special General Partnership)
Shanghai, China



E ST F S P (R EELeK)
Shanghai Gertiffiod Publio Movountants, (Sheoiak Feonoral Pantnershi)

TP

Audit Report

SCPAR (2025) No. 5650
Apul 18, 2025

To all shareholders of Sieyuan Electric Co., Ltd.,

I. Audit Opinions

We audited the attached financial statements of Sieyuan Electric Co., Ltd. (hereinafter
referred to as “Sieyuan Electric”), including the Consolidated and Parent Corporate Balance
Sheet of Dec. 31st, 2024, Consolidated and Parent Corporate Profit Statement, Consolidated
and Parent Corporate Cash Flow Statement, Consolidated and Patent Corporate Owners’

Equities Variation Statement as well as relevant notes to financial statements of Year 2024.

We deem that the financial statements attached have been prepared according to the
provisions of Enterprise Accounting Standards in all material aspects, which give a fair
reflection on the Consolidate and Parent finance status on Dec. 31st, 2024, and Consolidate

and Parent Corporate operation achievements and cash flows of Year 2024.

I1. Basis of Forming Audit Opinions

We carried out audit according to the provisions of Chinese CPA Standard on Auditing. The
part of “Certified Public Accountants’ obligations on audit of financial statements” in the
audit report further elaborated our obligations under these standards. Pursuant to the code of
professional ethics of Chinese Certified Public Accountants, we, independent of Sieyuan
Electric, performed other obligations in the aspect of professional ethics. We believe that the
audit evidences acquired by us are sufficient and appropriate, which provide a basis for

expressing the audit opinions.

ITI. Key Audit Matters
The key audit matters are the matters that we believe are the most important for the audit of

the financial statements of the current period based on professional judgment. The response
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to these matters is based on the audit of the entire financial statements and the formation of

audit opinions. We do not express separate opin.ions on these matters. The key audit matters

we identified during the audit are as follows:

1. Revenue recognition

(1) Key audit matter

As shown in the accounting policies described in Note IV of the Financial Statements, 27
“Revenue” and Note VI, 42 “Operating Income and Operating Costs”, Sieyuan’s operating
income in 2024 was RMB 15,458,068,522.40, an increase of 24.06% compared with 2023.

As revenue is one of the key performance indicators of Sieyuan Electric, which poses an
inherent risk that the management of Sieyuan Electric (hereinafter referred to as the
"Management") may manipulate the timing of revenue recognition in order to achieve specific
goals or expectations, in light of this, we have identified the Company's revenue recognition

as a key audit matter.

(2) Audit response

The main audit procedures we perform on the revenue recognition of Sieyuan include:

(D Evaluate and test the design and operation effectiveness of Sieyuan’s internal control
related to revenue recognition.

@) Review the sales contracts and interview the management of Sieyuan Electric, identify the

terms and conditions related to the transfer of control rights of goods, and evaluate whether
the revenue recognition at a point in time complies with the requirements of the Enterprise
Accounting Standards;

3 Perform analysis on operating revenue, analyze abnormal changes of contract gross profit,
review the rationality of operating revenue, compare with similar indicators in the previous
period, examine and verify abnormal fluctuations.

@ Select the sample from the transactions with revenue recognition in 2024, check the sales
contracts or sales orders, shipping order receipts, invoices, customs declaration for exported

goods and evaluate the authenticity of income recognition.

(B Petrform cut-off testing on operating revenue and evaluate whether operating revenue is
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recognized in an appropriate petiod.

® Recognize the revenue of EPC projects, performance obligation fulfilled within a certain
period of time according to the performance progress of the project. As for EPC projects of
which revenue recognition is conducted according to the performance progress in 2024,
check the completion certificate of the completed projects and the written completion
progress certificate of uncompleted projects issued by customer, and evaluate whether

revenue recognition of EPC projects conform to Sieyuan’s accounting policies of revenue
ol Y g

recognition.

2. Impairment of goodwill

(1) Key audit matter

As shown in the accounting policies described in Note IV of the Financial Statements, 21
"Long-term Assets Impairment” and Note VI, 17 "Goodwill", as of Dec. 31%, 2024, the book
balance of Sieyuan Electric's goodwill was RMB 786,793,945.37, and the provision for
impairment of goodwill was RMB 245,792,064.50.

The management conducts impairment testing on goodwill at the end of each year and adjusts
the book value of goodwill based on the results. As the results of goodwill impairment testing
largely relies on the estimates and assumptions made by management, especially revenue
growth rate, gross profit margin, discount rate, etc., which are subject to significant
uncertainties, the results are influenced by management's judgment of the future market and
economic environment,

Due to the large amount of goodwill and the significant management judgment involved in

goodwill impairment testing, we regard impairment of goodwill as a key audit matter.

(2) Audit response

The main audit procedures we perform on the impairment of goodwill include:

(D Understand the key internal controls related to the impairment of goodwill, evaluate the
design of these controls, and determine whether they have been implemented;

(2@ Evaluate the competence, professional quality, and objectivity of the appraisers hired by

the management for impairment testing, discuss the identification of assets portfolio with the
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appraisers, and review valuation methods and key parameters;

® Compare the forecast data of the relevant assets portfolio of previous years with the
actual data of the current period to evaluate the reliability of the management's forecast on
cash flows;

@ Evaluate the key assumptions related to impairment testing made by the management,
and test the accuracy of the management's calculations on the present value of expected
future cash flows;

®) Check whether the information related to impairment of goodwill is approptiately

presented in the financial statements.

IV. Other Information
The management of Sieyuan Electric is responsible for other information, which includes the
information covered in the Annual Report of Year 2024, but excluding the financial

statements and our audit report.

Our audit opinions expressed on the financial statements cover no other information, and we

also never express the authentication conclusion of any form on other information.

Combining with our audit on financial statements, our obligations are reading other
information, and during such process, considering whether other information have major
inconsistences with the situation we learnt about in the audit process or similarly have

material misstatements or not.

Based on our work executed, if we confirm there are material misstatements in other
information, we should report the fact. In this aspect, we have no matters needing to be

reported.

V. Obligations of Management and Administration on Financial Statements
The management of Sieyuan Electric prepared the financial statements according to the

provisions of Enterprise Accounting Standards, to make them realize the fair reflection, and
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designed, executed and maintained the necessary internal control, to make the financial

statements having no material misstatement caused by frauds or mistakes.

When preparing the financial statements, the management is responsible for appraising the
sustainable operation ability of Sieyuan Electric, disclosing the matters related to sustainable
operation (if applicable), and applying the going-concern assumption, unless the management

plans to liquidate Sieyan Electric and terminate operation ot has no other realistic choice.

The administration is responsible for supervising the process of financial repott of Sieyuan

Electric.

VI. Obligations of Certified Public Accountants on Audit of Financial Statements

Our objectives are to acquire the reasonable assurance on whether the integral financial
statements have no material misstatements caused by frauds or mistakes and to issue the audit
report including the audit opinions. The reasonable assurance is high level, but could not
guarantee that the audit executed according to the audit standard could always be found at
certain material misstatement. The misstatement may be caused by frauds or mistakes; in the
event that the reasonable expectation of misstatements independently or collectively may
affect the economic decisions made by the financial statement users according to the financial

statements, the misstatements will be deemed as material in general.

In the process of executing the audit work according to the audit standard, we applied the
professional judgment and kept professional skepticism. At the same time, we also petformed

the following work:

1. Identified and evaluated the risk of material misstatements caused by frauds or mistakes,
designed and implemented the audit procedutes to cope with these risks, and acquired the
sufficient and appropriate audit evidences, as the basis of expressing audit opinions. The
fraud may involve in collusion, counterfeit, deliberate omission, false statement or
outmatching internal control, so the risk of failing to find the material misstatements caused

by frauds is higher than the risk of failing to find the material misstatements caused by
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mustakes.
2. Learnt about the internal control related to audit, to design the appropriate audit
procedures.
3. Evaluated the appropriateness of the management selecting the accounting policy and
reasonableness of making accounting estimates and relevant disclosure.
4. Acquired a conclusion from the appropriateness of the management using the
going-concern assumption. At the same time, according to the audit evidences acquired,
acquired the conclusion on whether material uncertainty existed in the matters or situations
possible to generate major doubts on the sustainable operation ability of Sieyuan Electric. If
we acquired the conclusion and deemed that the material uncertainty existed, the audit
standard will require us in the audit report to ask the statement users to pay attention to the
relevant disclosure in the financial statements; if the disclosure was insufficient, we should
express unqualified opinions. Our conclusion is based on the information able to be acquired
up to the date of audit report. However, future matters or situations may lead Sieyuan Electric
unable to conduct sustainable operation.
5. Evaluated the overall presentation, structure and content (including disclosure) of financial
statements and evaluated if the financial statements faitly reflected relevant transactions and
matters or not.
6. Acquired sufficient and appropriate audit evidences from the financial information of entity
or business activities in Sieyuan Electric, to express audit opinions on the consolidated
financial statements. We were responsible for instructing, supervising and executing the group

audit and undertook all responsibilities on the audit opinions.

We communicated with the administration on the planned audit scope, time arrangement,
major audit findings and other matters, including communicating the noteworthy internal

control flaws identified by us in the audit.

We also provided statements for the administration on having observed the professional
ethics requirements related to independence, and communicated all relationships and other
matters which may be reasonably deemed as affecting our independence as well as relevant

precaution measures (if applicable) with the administration.
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From the matters communicated with the administration, we confirmed which matters were
most important to the audit of the financial statements of this term and thus composed of the
key audit matters. We described these matters in the audit report; unless the laws and
regulations prohibit from disclosing these matters in public or under a very few circumstance,
if it is reasonably expected that the negative consequence caused by communicating certain

matter i the audit report exceeds the benefits generated in the aspect of public interests, we

confirm ought not to communicate such matter in the audit repott.
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(This copy is translation, and the Chinese audit report shall prevail.)
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