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AUDITOR’S OPINION ON THE FINANCIAL STATEMENTS FOR THE FINANCIAL
YEAR ENDED 31 DECEMBER 2023 PURSUANT TO RULE 704(5) OF THE LISTING
MANUAL

Pursuant to Rule 704(5) of the Listing Manual of the Singapore Exchange Securities
Trading Limited, the Board of Directors (“Board”) of Shanghai Turbo Enterprises Limited
(the “Company”) wishes to announce that the independent auditor of the Company,
Crowe Horwath First Trust LLP (the “Auditor”), has issued a disclaimer of opinion in the
independent auditor's report in respect of the Company’s consolidated financial
statements for the financial year ended 31 December 2023 (“Independent Auditor’s
Report”). The Independent Auditors’ Report annexed to this announcement.

After communication with the Auditor on several occasions, we hereby make the following
statement on the related matters in the audit report:

I. As the above balance and transactions recorded with this major customer is both
material and pervasive to the financial statements, we were unable to opine on the
accompanying financial statements.

Explanation of Accounts Receivable Discrepancies with Customer A (as of December 31,
2023)
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As of December 31, 2023, the Group’s recorded trade receivable balance from key
Customer A amounted to RMB 18,586,000 (net of an impairment loss provision of RMB
1,545,000) (compared with RMB 15,432,000 in 2022, net of an impairment loss provision
of RMB 1,545,000). However, Customer A’s books reflected a trade payable balance to
the Group of only RMB 866,684.10 (RMB 2,390,868 in 2022) based on their confirmation
reply to the Auditor. This resulted in a discrepancy of RMB 19,264,315.90 (including the
impairment loss provision) as of December 31, 2023 ( discrepancy of RMB 14,586,132 in
2022, including the impairment loss provision) between the Company and Customer As’
records.
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The discrepancies arise from the following factors:
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Timing Differences in Recognition
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The Group recognizes revenue and accounts receivable when goods are delivered to the
customer’s designated location. Customer A, however, records payables only after
multi-departmental inspection and acceptance upon receipt. Due to complex product
specifications and stringent acceptance procedures, Customer A’s booking cycle typically
lags by 1-2 months.
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Impact of Customer’s Year-End Settlement Policy
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As a Central Government-Owned Enterprise, Customer A strictly controls payable entries
during October—-December each year, recording only invoices received to reduce
year-end liability balances. The payable balance provided to Auditor in the confirmation
reply follows this approach and excludes accepted-but-unbooked liabilities.
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Nature of Discrepancies and Commercial Context
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The combined effect of these factors delays the reflection of the Group’s deliveries in
Customer A’s books by 2-3 months. The current discrepancy primarily stems from
deliveries made during Q4 2023 (October—December)
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Special note: As a long-term partner and large Central Government-Owned Enterprise,
Customer A operates under rigid financial settlement procedures. Based on years of
trusted cooperation, the Group understands and accepts this operational practice.
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Nature and Risk Declaration of Discrepancies:
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- These differences are purely temporary and involve no credit disputes or impairment
risks;
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- All revenue and receivables recognized by the Group are supported by sales contracts
and delivery acknowledgments, ensuring validity;

- Historical collection records confirm timely settlement, indicating no material impact on
the Group’s financial position.
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I.The Auditor has reservations about the Going Concern Basis of The Group and
the Company

Company Statement on Going Concern
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Notwithstanding the Auditor’s disclaimer ofopinion regarding the Group’s ability to
continue as a going concern, the management is of the view that the use of going concern
basis is appropriate and there is no material uncertainty exists based on the following
facts and as disclosed in Note 2.2 to the Audited Financial Statements :
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Strengthened Bank Credit Support
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The majority of the Group’s current liabilities consist of bank loans. As of December 31,
2023, the outstanding loan balance was RMB 44.5 million. All existing loans are working
capital facilities, typically with maturities of less than one year. Given the stability of the
Group’s operations, banks generally renew these loans annually upon maturity.
Historically, the Group has never defaulted on any loan repayments. Furthermore, banks
have increased credit limits based on the Group’s order volume to support business
growth. Owing to its strong credit standing, Jiangnan Bank Zhonglou Branch upgraded the
credit facility for Changzhou Sanwei on April 8, 2025, raising the loan limit from RMB 35
million to RMB 68.8 million. The loan interest rate has also decreased from 6% in early
2021 to the current 3.2%, significantly reducing financing costs. This demonstrates banks’
confidence in the Group’s ongoing operations and future prospects.
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Positive Trend in Operational Performance
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Although the Group reported losses in recent years, its overall trajectory shows
improvement with stable cash flow. Through multi-faceted efforts—including optimized
production structures, enhanced efficiency, and resource integration—the Group has
substantially improved asset utilization. Sales revenue grew from RMB 34.27 million in
2020 to RMB 79.0 million in 2023, reflecting robust growth momentum, structural reforms
have yielded significant results.
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Concluding Statement:
5

Driven by sustained sales growth, reinforced bank support, and material operational
efficiency gains, management is confident that current losses represent a temporary
phenomenon. With the collective efforts of all employees, the Group is positioned to
achieve profitability in the foreseeable future.
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lll. Impairment assessment of the investment in a subsidiary of the Company

As at 31 December 2023, the carrying amount of investment in a subsidiary stood at
RMB11,900,000, which is stated after an impairment loss of
RMB14,000,000 recognised during FY 2023 as disclosed in Note 6.
We were unable to obtain sufficient appropriate audit evidence on
the appropriateness of the recoverable amount used. Accordingly, we were unable
to determine whether any adjustments were necessary to be made to the carrying
amount of investment in a subsidiary as at 31 December 2023, and loss for the year
for FY 2023. In addition, we were unable to ascertain the appropriateness and
adequacy of the related disclosures, and presentations in the financial statements.

Statement on Impairment Assessment of Subsidiary Investments
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The Group engaged Jones Lang LaSalle Corporate Appraisal and Advisory Limited, an
internationally independent valuation firm, to conduct an impairment test on Shanghai
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Turbo’s subsidiary investments. As of December 31, 2023, the fair value of these
investments was professionally assessed at RMB 11.952 million.
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The valuation report was formally submitted to the Auditor for review prior to the audit
report issuance. While the Group fully respects the Auditor’s disclaimer of opinion
regarding impairment, management considers the professional valuation conclusions
more commercially reasonable based on the following:
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Compliance of Valuation Methodology: Jones Lang LaSalle employed a combined income
and market approach, aligning with *Accounting Standards for Business Enterprises No. 8
— Asset Impairment* and International Valuation Standards.
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Timeliness Assurance: The valuation date coincides with the financial reporting deadline,
with key parameters reflecting end-period market conditions.
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Given the global expertise of the valuation firm in real estate and equity investments, the
Group has adopted this assessment as the final basis for impairment measurement.
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BY ORDER OF THE BOARD

Zhang Wenjun
Non-Executive Chairman and Lead Independent Director
8 July 2025
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Report on the Audit of the Financial Statements
Disclaimer of Opinion

We were engaged to audit the financial statements of Shanghai Turbo Enterprises Ltd. (the Company)
and its subsidiaries (the Group), set out on pages 7 to 63 which comprise the consolidated statement
of financial position of the Group and the statement of financial position of the Company as at
31 December 2023, and the consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows of the Group for
the financial year then ended, and notes to the financial statements, including material accounting policy
information.

We do not express an opinion on the accompanying consolidated financial statements of the Group and
the statement of financial position of the Company. Because of the significance of the matters described
in the Basis for Disclaimer of Opinion section of our report, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion on these financial statements.

Basis for Disclaimer of Opinion
(1) Trade receivable balance and revenue

As at 31 December 2023, the Group’s trade receivables and contract assets included a balance of a
balance of RMB18,586,000 (net of allowance for impairment losses of RMB1,545,000) owed by a major
customer (Customer A) (2022: RMB15,432,000 (net of allowance for impairment losses of
RMB1,545,000)). As disclosed in Note 28(iii) to the financial statements, sales to Customer A accounted
for 77% of the Group’s revenue for the financial year ended 31 December 2023 (“FY2023”) (2022: 64%).
We have obtained written confirmation reply from Customer A which confirms materially different
balances as at 31 December 2023 and 31 December 2022 from the Group’s recorded balances. As the
date of this report, management was unable to reconcile the customer’s confirmed balances against
the recorded balances for both years. Consequently, we were unable to determine whether any
adjustments to the Group’s financial statements for FY2023 were necessary regarding:

(a) the revenue for FY 2023 and corresponding effect on trade receivables and contract assets/
liabilities as at 31 December 2023; and

(b) the potential effect on the opening balances of trade receivables and accumulated losses as at
1 January 2023 as well as any consequential impact to the financial statements of FY 2023.

As the above balance and transactions recorded with this major customer is both material and pervasive
to the financial statements, we were unable to opine on the accompanying financial statements.

Crowe Horwath First Trust LLP (UEN: TO8LL1312H) is an accounting limited liability partnership registered in Singapore under the Limited
Liability Partnership Act 2005.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
SHANGHAI TURBO ENTERPRISES LTD. (Continued)

Basis for Disclaimer of Opinion (Continued)
(2) Use of Going Concern basis

The following conditions, among other factors as disclosed in Note 2.2, indicate the existence of material
uncertainty which may cast significant doubt on the ability of the Group and the Company to continue
as going concerns:

(a) the Group’s and the Company'’s current liabilities exceeded their current assets by RMB3,356,000
and RMB35,492,000 respectively as at 31 December 2023.

(b) for FY 2023, the Group recorded a profit of RMB7,149,000 which includes a one-off gain from
recovery of misappropriated funds from former key management personnel amounting to
RMB3,750,000 and a reversal of impairment losses of RMB5,256,000. Had these two gain or
income items been disregarded, the Group would have recorded a net loss of RMB1,857,000.

(c) the Group continues to incur losses for the subsequent financial periods, based on the unaudited
results for financial year ended 31 December 2024 and quarter ended 31 March 2025 as announced
via SGXNet.

These financial statements have been prepared using the going concern basis as the directors are of
the view that, amongst others, the Group will be able to obtain continuous financial support from its
bankers and generate positive cash flows from the operations.

As a result of the conditions stated above, and in conjunction with our concerns regarding the trade
receivables and revenue recorded as detailed in matter (1) above, we were unable to determine the
reliability of the cash flows forecast prepared by the Company to support the Group’s ability to continue
as a going concern and whether there is any potential adverse impact on the Group’s ability to renew
existing loan facilities and/or obtain any new loan facility. Accordingly, we are unable to opine on the
appropriateness of the use of going concern basis in the preparation of these financial statements.

(3) Impairment assessment of the investment in a subsidiary of the Company

As at 31 December 2023, the carrying amount of investment in a subsidiary stood at RMB11,900,000,
which is stated after an impairment loss of RMB14,000,000 recognised during FY 2023 as disclosed in
Note 6. We were unable to obtain sufficient appropriate audit evidence on the appropriateness of the
recoverable amount used. Accordingly, we were unable to determine whether any adjustments were
necessary to be made to the carrying amount of the investment in a subsidiary as at 31 December
2023, and loss for the year for FY 2023. In addition, we were unable to ascertain the appropriateness
and adequacy of the related disclosures, and presentations in the financial statements.

Other Matter

The financial statements for the year ended 31 December 2022 were audited by another auditor whose
report dated 14 November 2023 expressed a disclaimer of opinion on those financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
SHANGHAI TURBO ENTERPRISES LTD. (Continued)

Responsibilities of Management and Directors for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the provisions of International Financial Reporting Standards (IFRSs), and for devising
and maintaining a system of internal accounting controls sufficient to provide a reasonable assurance
that assets are safeguarded against loss from unauthorised use or disposition; and transactions are
properly authorised and that they are recorded as necessary to permit the preparation of true and fair
financial statements and to maintain accountability of assets.

In preparing the financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

The directors’ responsibilities include overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our responsibility is to conduct an audit of the financial statements in accordance with International
Standards on Auditing (“ISAs”) and to issue an auditor's report. However, because of the matters
described in the Basis for Disclaimer of Opinion section of our report, we were not able to obtain
sufficient appropriate audit evidence to provide a basis for an audit opinion on these financial
statements.

We are independent of the Group in accordance with the Accounting and Corporate Regulatory
Authority (“ACRA”) Code of Professional Conduct and Ethics for Public Accountants and Accounting
Entities (“ACRA Code”) together with the ethical requirements that are relevant to our audit of the
financial statements in Singapore, and we had fulfilled our other ethical responsibilities in accordance
with these requirements and the ACRA Code.

The engagement partner on the audit resulting in this independent auditor’s report is Lee Yan Huei.

Crove Vviath BWY Tk LU

Crowe Horwath First Trust LLP
Public Accountants and
Chartered Accountants
Singapore

8 July 2025



