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Report of the Auditors
ZCHJSZ (2018) 0665

To: The Board of Directors of Suzlon Wind Energy Equipment Trading (Shanghai) Co., Ltd

I. Opinion

We have audited the accompanying financial statements of Suzion Wind Energy Equipment
Trading (Shanghai) Co., Ltd. including balance sheet as of December 31, 2017, and the
statement of income, cash flows and changes in equity for the year then ended, and the notes
to the financial statements.

In our opinion, the financial statements give a true and fair view, in all material respects, of the
financial position of the Company as of December 31, 2017 and the results of its operations and
cash flows for the year then ended, in accordance with the requirements of Accounting System
for Business Enterprise.

1I. Basis for opinion

We conducted our audit in accordance with Auditing Standards for Chinese Certified Public
Accountants. Our responsibilities under those standards are further described in the Auditor's
Responsibility for the Audit of the Financial Statements section of our report. According to the
CPA professional ethical code, we are independent of the Company and comply with all other
professional ethical requirements. We believe the audit evidences we have obtained are
sufficient and appropriate and provide a reasonable basis for our opinion.

III. Cthers

The balance sheet as at December 31st, 2016, and the income statement, cash flow statement
and statement for the changes in owner's equity for the year then ended, and relevant notes to
the financial statements were audited by the other accounting firm, with the unqualified opinion
issued on February 15, 2017.

IV. Managemment’s and Governance’s Responsibiiity for the financiai statements

The management of the Company is responsible for the preparation and fair presentation of the
financial statements in accordance with the requirements of Accounting System for Business
Enterprise and designing, implementing and maintaining necessary internal controi so that the
financial statements are free from material misstatement, whether dus tc fraud or error.

In preparing financial statements, the management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and applying going concern basis of accounting unless the management plans to
liquidate the Company, to cease operations or have no other realistic alternatives but to do so.

The governance is responsible for overseeing the financial reporting process of the Company.




V. Auditor’s Responsibility 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 auditing standards 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 Chinese Certified Public Accountants Standards of
Auditing, we exercise professional judgment and maintain professional suspicion throughout
the audit. We also:

1)

2)

3)

4)

5)

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 the risk
of not detecting one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

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 internal control.

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

Conclude on the appropriateness of the Management's use of the going concern basis of
accounting. Meantime, 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. Qur
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.

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 the Management 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.
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Shanghai Zhong blic Accountants Co., Ltd.

Shanghai, the People’s Republie-efChina

Date: March 20, 2018
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Suzlon Wind Energy Equipment Trading (Shanghai) Co., Ltd.

Notes to the 2017 Financial Statements
(Al amounts expressed in RMB Yuan unless otherwise stated)

| Company Profile

Suzion Wind Energy Equipment Trading (Shanghai) Co., Ltd. is a foreign-funded enterprise
solely funded by Suzlon Energy Ltd incorporated on June 10, 2008. The uniform social credit
code of the Company is 91310000674645534M. The total investment in the Company is USD
2.22 million, and the registered capital of the Company is RMB 2.22 million. Domicile of the
Company: Room 18BC, 55 Huaihai West Road, Xuhui District, Shanghai. Legal representative:
TULSI T. TANTI. The term of business of this Company is 30 years.

The Company’s scope of business: Wholesale, import & export and commission agent services
(except auction) of wind power generation units and parts (including turbine towers) as well as
relevant services, and business consultation. (No goods under state-owned trade administration
are included, and goods involving quota and license administration shall be applied for in
accordance with relevant requirements of the state.) [Items that shall be approved according to

law shall be operated only upon the approval by the competent authority].
Il Basis of Preparation

These financial statements were prepared on a going concern basis for transactions made in
accordance with Accounting System for Business Enterprises, relevant accounting standards,
as well as the following significant accounting policies and accounting estimates.

[l Significant Accounting Policies and Accounting Estimates
1. Accounting standards and accounting system.

The Company implements the Accounting System for Business Enterprises, relevant
accounting standards and their supplementary provisions.

2. Fiscal year
A fiscal year of the Company runs from January 1 to December 31 of the Gregorian calendar.
3. Recording currency
The Company takes Renminbi (RMB) as the functional currency.
4. Accounting basis and valuation principle

The accounts are kept on an accrual basis. Unless ctherwise stated, the assets are accounted
for at the actual cost when acquired; in case of impairment after the asset acquisition,

corresponding impairment provisions shall be drawn.




5. Accounting treatment of foreign currency business and translation method

Transactions denominated in foreign currencies are translated into RMB amounts at the
exchange rates (middle rates) published by the People's Bank of China on the date of transaction.
Foreign currency account balances as of the end of each term are transiated into RMB at the
exchange rates (middle rates) of that date, with differences stated as exchange gains/losses.
Specifically, those incurred during the crganization period of the Company are stated as long-term
deferred and prepaid expenses; those related to the purchase of fixed assets are stated in
accordance with the principle of capitalization.

6. Cash and cash equivalents

The cash presented in the cash flow statement means the vault cash, bank deposits ready for
payment at any time and cash equivalents. The term “cash equivalents” means short-term
(generally due within three months as of the date of purchase) and highly liquid investments that
are readily convertible to known amount of cash and is subject to an insignificant risk of change

in value.
7. Accounts receivable
(1) Standards for the recognition of accounts receivable as bad debts:

(i) An account receivable whose debtor goes bankrupt or is dead, and which cannot be
recovered with the bankruptcy properties or heritage;

(i) An account receivable whose debtor fails to perform the repayment obligation as
scheduled, and there is an obvious sign indicating that the amount cannot be recovered:;

(i) Accounts receivable meeting one of the aforesaid standards will be recognized as bad debt
losses after being approved according to the management authority of the Company, and
written off with the bad debt provision drawn.

(2) Accounting treatment of bad debt losses: the bad debts are accounted for by the allowance
method.

(3) Withdrawal of bad debt provision: the bad debt provision is drawn by the specific
identification method and according to the year-end balance of the accounts receivable or other
receivables (excluding the security deposit).

8. Inventories
(1) Classification of inventories: materials in transit, commodities purchased, etc.

(2) Valuation methods applicable to acquisition and delivery: inventories will be measured at
actual cost when being acquired, and by the specific identification method when being
delivered.



(3) Inventory system: perpetual inventory system

(4) Amortization of low-value consumables and package materials: the one-off amortization
method is adopted in accounting when such materials are drawn.

(5) Recognition of provisions for obsoiste stocks: the inventories are measured at the lower one
of the year-end book cost and the realizable net value of the inventories. When the realizable
net value falls below the book cost, the provisions for obsolete stocks will be drawn according to
the difference.

(6) Basis for determining the realizable net value: in the course of normal production and
operations, the realizable net value shall be the value left after deducting the estimated
completion costs and estimated experses for sale from the estimated selling price.

(7) Withdrawal of impairment provision: the provision for obsolete stocks is drawn by single
inventory. As for inventories of numercus quantity and low unit price, the provisions for obsolete
stocks are drawn by the inventory category and the inventory impairment loss will be recorded
into the current profits and losses.

9. Fixed assets

(1) The term “fixed assets” means the tangible assets held for sale of goods, rendering of
service or business management, with the service life of over 1 year and high unit value.

(2) Measurement of fixed assets: a fixed asset is measured at the actual cost of acquisition.

(3) Depreciation of fixed assets: fixed assets .are depreciated by the straight-line method. See
below for the depreciation rates determined according to the original price, estimated economic
service life and estimated salvage value rate of fixed assets:

Asset category Estimated service Estimated salvage value Annual depreciation
life rate (%) rate (%)

Electronic 3 years - 33.33%

equipment

(4) Recognition and withdrawal of the provisions for impairment of fixed assets: at the end of
each period, the provisions for impairment of fixed assets is drawn at the difference of the
recoverable amount of a single fixed asset below its book value, and is recorded into the current
profits and losses.

10. Long-term deferred expenses

A long-term deferred expense will be accounted for at the amount actually incurred, and be
amortized evenly through the benefit period of the expense item. In case of no more use, the
benefits of the future period shall be recorded once and for all into the current profits and losses.



11. Revenue recognition principles

(1) Sale of goods: an operating revenue will not be recognized unless major risks and rewards
on the product ownership have been transferred to the buyer, The enterprise has retained
neither the continuous management rights usually connected with the ownership nor the right to
exert valid control over the products, the economic benefits related to the transaction can flow
into the enterprise and the cost related to the sale of the products can be measured reliably.

(2) Rendering of service: if the service is started and completed in the same year, the service
revenues will be recognized when the service has been rendered, and price or the basis for
acquiring the price has been obtained; if the service is started and completed in different fiscal
years, if the service transaction results can be estimated reliably, relevant service revenues

shall be recognized by the percentage-of-completion method on the balance sheet date.

(3) Revenues from alienation of the right to use assets: the interest income arising from the
alienation of the rights to use assets shall be calculated and determined according to the length
and interest rate of cash use; the royalty income formed from intangible asset (e.g., trademark
rights, patent rights, exclusive rights, software, copyrights, etc.) alienation shall be calculated
and determined according to the time and method of charge stipulated in the relevant contract

or agreement.
12. Accounting treatment of income tax

Accounting treatment of income tax: tax payable method, the income tax expenses of the current
period shall be calculated and recognized according to the taxable income and applicable tax rate
of the current period.

'V  Taxes
Tax Tax base Tax rate Benchmark tax rate/ tax preference and

relevant approvals

VAT -il;?():(:rtr):: 17%; 6% Benchmark tax rate

cL:Jorg:tr:u cﬁn;sl?atinance 4ng Turnover tax 7% Benchmark tax rate

Educational surchaiges Turnover tax 3% Benchmark tax rate

ls-Sfciarges educational Turnover tax 2% Benchmark tax rate

Enterprise income tax -ir:;(:g: ; 25% Benchmark tax rate




V  Notes to Financial Statement ltems

1.  Monetary capital

Year end Year beginning
ltem Amount in Translation . Amount in Translation ;
original exchange Equg:/llgnt to original exchange Equg:/:gnt o
- currency rate currency rate
Cash -
Eank 864,804.45 336,344.14
_deposits
Including:
RMB 54,648.40 331,120.79
UsD 123,987.03 6.5342 810,156.05 752.97 6.937 5,223.35
Total 864,804.45 336,344.14
2. Accounts receivable
(1) By the Age structure
Year end Year beginning
Age Bad debt Bad debt
Book balance provision Book balance provision
Less than 1 year (1 year ) ) )
inclusive)
1-2 years (2 years inclusive) - - -
2-3 years (3 years inclusive) - - -
More than 3 years 11,072.53 2457253 -
Total 11,072.53 24,572.53 -

(2) Receivables of significant amount

ltem Closing book balance Opening book balance
SE ELECTRICALS LIMITED 11,072.53 11,072.53
Total 11,072.53 11,072.53
3. Other receivables
(1) By the Age structure
Year end Year beginning
Age Bad debt Bad debt
Book balance provision Book balance provision

Less than 1 year (1 year

. . 5,042.94 119,279.10 -

inclusive)

1-2 years (2 years inclusive) 33,300.00 - -

2-3 years (3 years inclusive) - 109,046.00 -

More than 3 years 141,114.94 28,027.94 -
Total 179,457.88 256,353.04 -




(2) Other receivables of significant amount

ltem Closing book balance Opening book balance
House leasing security deposit for
Shentong Plaza 113,087.00 113,087.00
Total 113,087.00 113,087.00
4. Inventories
(1) Inventories
I Increase in the | Decrease in the
- ltem Year beginning current year current year Year end
Stock goods 51,047.87 - 51,047.87
Total 51,047 .87 - 51,047.87
(2) Provisions for obsolete stocks: no
5. Fixed assets
. Increase in the Decrease in the
Item Year beginning current year current year Year end
1. Total original value 132,059.88 6,737.46 - 138,797.34
Including: Electronic and
other equipment 132,059.88 6,737.46 - 138,797.34
2. Total accumulated 124,840.91 5,738.80 ; 130,579.71
depreciation
Including: Electronic and
other equipment 124,840.91 5,738.80 - 130,579.71
3. Total accumulated ) ) } 2
impairment provision
Including: Electronic and ) ) } )
other equipment
4. Total book value of fixed 7218.97 / / 8,217.63
assets
6. Long-term deferred expenses
- Increase in the Decrease in the
Item Year beginning current year current year Yearend o
i. Original costs
Office renovation 30,608.12 - - 30,608.12
2. Accumulated
amortization
Office renovation 19,209.49 7,652.17 - 26,861.66
3. Amortized value
Office renovation 11,398.63 / / 3,746.46




7. Accounts payable

Year end Year beginning
Age Proportion of total Proportion of total
Amount amount (%) Amount amount (%)
Less than 1 year (1 year ) _ . _
inclusive)
1-2 years (2 years . . . }
inclusive)
2-3 years (3 years ) . . )
inclusive)
More than 3 years 1,248,561.93 100% 1,391,218.24 100%
Total 1,248,561.93 100% 1,391,218.24 100%
8. Payroll payable
- Increase in the Decrease in the
ltem Year beginning current year current year Year end
Staff Salary 385,187.16 2,645,398.02 2,697,961.03 342,624.15
Total 395,187.16 2,645,398.02 2,697,961.03 342,624.15
9. Taxes and dues payable
Tax Year end Year beginning
VAT 41,597.06 46,850.19
Urban maintenance and construction tax 2,911.79 3,279.27
Enterprise income tax - 2
Individual income tax 40,018.05 68,379.57
Educational surcharges 2,079.85 2,341.35
Riverway management fee - 468.15
Total 86,606.75 121,318.53
10. Paid-in capital
Year beginning "ﬁ?ﬁ:e D?r?rtzzse Year end
Investor's name Investment Proportion | current current Investment Proporticn
amount (%) year year amount (%)
14,893,981.11 14,893,981.11
Stz ey (USD 100% . - (USD 100%
________ 2,220,000.00) 2,220,000.00)
14,893,981.11 14,893,981.11
Total (USD 100% - - (USD 100%
2,220,000.00) 2,220,000.00)




11. Undistributed profits

ltem Current period Prior period
Balance at the beginning of the current year -15,316,796.96 -20,624,537.54
Increase in the current year 56,067.40 5,307,740.58
Including: transfer-in from the current year net profits 56,067.40 5,307,740.58
Decrease in the current year - -
Balance at the end of the year -15,260,729 56 -15,316,796.96
12. Operating revenues and Operating cost
! Current period Prior period
ltem
Income Cost Income Cost
Main operating income 7,418,428.22 - 5,018,263.71 -
Including: Consulting service income 7,418,428.22 - 5,018,263.71 -
13. Sales expenses
Current period Prior period
Total Sales expenses 5,921,520.89 5,079,519.42
i\'/lwgimﬁli/: Salaries and social insurance premiums 4,267,565.73 4,083,248.90
Traveling expenses 232,329.75 273,339.64
Insurance expenses 19,500.00 22,015.00
Communication expenses 47.269.10 48,049.00
14. Administrative expenses
Current period Prior period
Total administrative expenses 1,329,520.89 997,528.43
Mainly: Rents and Property charges 1,152,157.10 853,208.85
Communication expenses 27,720.75 33,066.73
Entertainment expenses 6,150.50 2,546.80
15. Financial expenses
Current period Prior period
Total financial expenses 75,734.48 44,091.40
Including: Net interest expenses -827.03 -2,057.16
Net exchange gains or losses 59,980.43 35.389.08
Handling charges 16,581.08 10,759.48




16. Non-operating revenue

Iltem Current period Prior period
Total non-operating revenues 33,835.99 6,439,607.62
Including: Support fund 20,000.00 100,000.00
Individual tax refund handling fee 13,835.99 -
Debt exemption incomes - 6,338,892.62
17. Income tax expenses
Item Current period Prior period

Income tax expenses

Including: income tax of the current period

VI Cash Flows

1. Reconciliation of net profit into cash flows from operating activities by the indirect method:

Iltem

Current year

Prior year

1. Reconciliation of net profit into cash flows from operating activities: —_

Net profit

56,067.40

5,307,740.58

Less: unrecognized investment losses

Add: provision for asset impairment

Depreciation of fixed assets

5,738.80

3,762.77

Amortization of intangible assets

Amortization of long-term deferred expenses

7,652.17

7,652.15

Decrease in deferred and prepaid expenses (increase expressed

with "-”)

Increased in accrued expenses (decrease expressed with "-") -

Losses on disposal of fixed assets, intangible assets and other
long-term assets (income expressed with “-")

Losses cn retiremant of fixed assets

Losses on changes in fair value (income expressed with *-") -

Financial expenses

59,980.43

35,389.08

Investment losses (income expressed with “-")

Decrease in deferred tax assets (increase expressed with *-") -

Increase in deferred tax liabilities (decrease expressed with "-") -

Decrease in inventories (increase expressed with “-”)

Decrease in operating receivables (increase expressed with “-")

692,044.98

-908,861.82

Increase in operating payables (decrease expressed with “-")

-226,305.58

-6,396,452.63

Others

Net cash flows from operating activities

595,178.20

-1,950,769.87

2. Significant investing and financing activities not involving cash receipts
and expenditures:




Item Current year Prior year
Conversion of debts into capital -
Con-vertible corporate bonds due within one year -
Fixed assets acquired under finance lease -

3. Net changes in cash and cash equivalents: —_— —_—
Year-end cash balance 864,804.45 336,344.14
Less: Year-beginning cash balance 336,344.14 2,327,629.59
Add: year-end cash equivalent balance - -
Less: year-beginning cash equivalent balance - -
Net increase in cash and cash equivalents 528,460.31 -1,991,285.45

2. Information regarding cash and cash equivalents:

Item Year end Year beginning

1. Cash 864,804.45 336,344.14

Including: Vault cash - :

Bank deposits ready for payment at any time 864,804.45 336,344.14

Cther monetary capital ready for payment at any time - -

2. Cash Equivalents - -
Including: investments in bonds due within three months -

_?: Year-end Balance of Cash and Cash Equivalents 864,804.45 336,344.14

Including: cash and cash equivalents whose use is subject to
restriction to the subsidiaries inside the parent company or group

Vil Contingencies

The Company has no contingencies for disclosure.

VIl Events after the Balance Sheet Date

As of the approval and issue date of the financial statements (March 20, 2018), the Company

has no non-adjustment events after the balance sheet date which will influence the reading and

understanding of the financial statements.

IX Related Party Relationship and Transactions

1. Information of parent company

Equity Ratio

Name of parent company Place of incorporation

Opening

Closing

Suzlon Energy Ltd

India

100%

100%

10



2. Related party transactions

(1) Provision of labor services to related parties:

Name of related party Amount of purchase Pricing policy or method

Suzlon Energy Ltd 7.418,428.22 E 5,018,263.71 Negotiated prices

3. Accounts receivable from or payable to the related parties

No

X Approval to the Financial Statements

The 2017 financia! statements were approved by the GM office of the Company on March 20,
2018.

SuzlonWind Energy Equipment Trading (Shanghai) Co., Ltd.

March 20, 2018




Suzlon Wind Energy Equipment Trading (Shanghai) Co., Ltd.
2017 Taxable income Calculator

Unit: RMB Yuan

Adjustment item Amount Remarks
| Accounting profits of the Year ~ 56,067.40
Il Increzse in the Taxable Income due to Adjustments
1. Business entertainment expenses 2,406.20 |Actually incurred 6,015.50*40%
2 |Taxfine : 433.42
3 |Staff welfare expenses - 18,130.00
4
5
Total 20,969.62

lll Decrease in the Taxable Income due to Adjustments

1

2

3

4

5

Total . -

IV Income after the Tax Adjustments 77,037.02
Less: prior year deficiency 77,037.02

V Taxable Income after Adjustments -

Note:

The Taxable Income Adjustment Table only represents the opihions of the certified public account. The final
taxable income of an enterprise is subject to the review of the concerned taxation administration.

Shanghai Zhongchuang & Haijia Certified Public Accountants Co., Ltd. Chinese Ceartified Public Accountants

Shanghai China 208/3/20




