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CHARACTERISTICS OF GEM OF THE STOCK
EXCHANGE OF HONG KONG LIMITED
(THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate small and
mid-sized companies to which a higher investment risk may be attached
than other companies listed on the Stock Exchange. Prospective investors
should be aware of the potential risks of investing in such companies
and should make the decision to invest only after due and careful
consideration.

Given that the companies listed on GEM are generally small and mid-sized
companies, there is a risk that securities traded on GEM may be more
susceptible to high market volatility than securities traded on the Main
Board and no assurance is given that there will be a liquid market in the
securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of
Hong Kong Limited take no responsibility for the contents of this report, make
no representation as to its accuracy or completeness and expressly disclaim
any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of China Singyes New
Materials Holdings Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on GEM (the “GEM Listing Rules”)
for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that to the best of
their knowledge and belief the information contained in this report is accurate
and complete in all material respects and not misleading or deceptive, and
there are no other matters the omission of which would make any statement
herein or this report misleading.

This report will be available on the Company’s website http://www.syeamt.com
and will remain on the “Latest Company Report” page on the GEM website at
http://www.hkgem.com for at least 7 days from the date of its posting.
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CHAIRMAN'’S STATEMENT
ETEHE

On behalf of the Board, | am pleased to present to you the annual results
of the Company and its subsidiaries (the “Group”) for the year ended 31
December 2020.

In 2020, the revenue of the Group was RMB100.5 million, representing a
year-on-year decrease of 32.1%; the profit attributable to shareholders was
RMBO0.584 million. The Group’s overall business declined due to the severe
impact of the 2019 novel coronavirus (COVID-19) pandemic and the changes
in the industry.

BUSINESS DEVELOPMENT

During the year, our ITO film business grew by 7% during the year against
the backdrop of strong demand for medical equipment. Liquid crystal light-
adjusting materials were applied for the first time to the external glass curtain
walls of Guiyang Longdongbao Airport and Henggin Civic Centre projects.

The Group provided the platform screen door projection multimedia system
for the Hangzhou-Haining Intercity Railway, which kicked off the mass
production of multimedia screen door systems for new railway lines in the
PRC.

In terms of overseas business, revenue from overseas markets amounted
to RMB5.4 million, accounting for 5.4% of total revenue. During the global
pandemic, the Group actively maintained overseas markets by giving away
5,000 N95 masks and other pandemic prevention materials to customers in
six countries, including Italy and Germany.

China Singyes New Materials Holdings Limited
Annual Report 2020
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TECHNOLOGY RESEARCH AND DEVELOPMENT

The Group always insists on leading the development of the Group by
technological innovation, and provides strong support for the development
of innovative research work by building a “moat” for the intellectual property
rights protection system. In 2020, the Group was granted a patent for the
invention of “PDLC composition and permeable PDLC diaphragm made from
it to prevent power failure and the method of manufacturing thereof”, with
a total of 4 invention patents and 57 utility model patents. Our subsidiary
Zhuhai Singyes New Materials Co., Ltd. was certified as “Guangdong Liquid
Crystal Functional Materials Engineering Technology Research Center” (FZER

BRBD MR TR R T D).

FUTURE PLANS

In the future, the Group will accelerate the application of technological
achievements in the market, break the limit of the existing industry, reverse
the trend of declining performance, expand new business areas through
acquisitions and mergers, and continuously improve the mechanism,
strengthen the main industry and enlarge the size of our business.

Zhang Chao
Chairman

24 March 2021
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN W& D

BUSINESS REVIEW

The Group carries out research and development on, and manufactures
and sells ITO film, Smart Light-adjusting Film, Smart Light-adjusting Glass
and Smart Light-adjusting Projection System. The Group uses ITO film as
one of the main materials for the development of downstream products,
namely: (i) polymer dispersed liquid crystal film (i.e. Smart Light-adjusting
Film); (ii) electronically switchable glass (i.e. Smart Light-adjusting Glass);
and (iii) Smart Light-adjusting Projection System. The Group is one of the few
integrated manufacturers in the PRC which produces and sells ITO film as
well as a range of related downstream products.

As a result of the Coronavirus disease 2019 (COVID-19) outbreak and related
measures imposed in China, the sales volume has dropped due to delays or
cancellations of sales orders and reduction of demand for new sales orders
during the year. Moreover, the gross profit margins declined because of the
lower selling prices and the higher per-unit fixed costs.

ITO film can be applied for use in a variety of products including smart
phones, GPS systems and other touch-screen devices and equipment such
as automated teller machines. Our ITO film customers are primarily domestic
touch-screen device manufacturers. Revenue from sales of ITO film was
RMB43,130,000 for the year ended 31 December 2020, which represented
a decrease of RMB8,818,000 or 17.0%, from RMB51,948,000 for the same
period in 2019.

Smart Light-adjusting Film is made from the integration of ITO film (which
we manufacture in-house) and polymer dispersed liquid crystals. Smart Light-
adjusting Film can be switched from a milky, cloudy, translucent and opaque
state into a colourless and transparent state when electricity is applied to it,
and may be applied to windows and glass to control the passing-through of
light. Our Smart Light-adjusting Film customers are primarily construction
companies and contractors of developers. Revenue from sales of Smart
Light-adjusting Film was RMB37,913,000 for the year ended 31 December
2020, which represented a decrease of RMB11,318,000 or 23.0%, from
RMB49,231,000 for the same period in 2019.

China Singyes New Materials Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Smart Light-adjusting Glass is manufactured by placing a layer of Smart
Light-adjusting Film between two layers of glass. Smart Light-adjusting
Glass permits a user to control the permeability of light through the glass by
adjusting the voltage of electricity voltage applied to the Smart Light-adjusting
Film fixed therein. Our Smart Light-adjusting Glass customers are primarily
construction companies and contractors of developers. Revenue from sales
of Smart Light-adjusting Glass was RMB10,987,000 for the year ended 31
December 2020, which represented a decrease of RMB6,775,000 or 38.1%,
from RMB17,762,000 for the same period in 2019.

Smart Light-adjusting Projection System makes use of project technology
to project visual images onto projection screens. Such projection screens
are manufactured using Smart Light-adjusting Products which is opaque
when no power source is applied to it. Our Smart Light-adjusting Projection
System customers are primarily construction companies and commercial
users. Revenue from sales of Smart Light-adjusting Projection System was
RMB217,000 for the year ended 31 December 2020, which represented a
significant decrease of RMB3,020,000 or 93.3%, from RMB3,237,000 for
the same period in 2019 because of the keen competition caused by the
emergence of similar projection system products supplied by domestic home
appliance companies.

Others include sales of other materials and products. The revenue from other
products was RMB8,282,000 for the year ended 31 December 2020, which
represented a decrease of RMB9,510,000 or 53.5%, from RMB17,792,000
for the same period in 2019.

Our Group strives to manufacture and supply high quality products to our
customers, and our Directors believe that our Group is a reputable supplier
of ITO film and related downstream products in the PRC. Our key operating
subsidiary was ranked as the leading manufacturer of Smart Light-adjusting
Products in the PRC in terms of market share by revenue. Because of the
aforesaid COVID-19 impact on our business, the Group recorded a significant
decrease of RMB17,637,000 or 96.8% in profit attributable to owners of the
Company, which amounted to RMB584,000 for year ended 31 December
2020, comparing to RMB18,221,000 for the same period in 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWKE D

OUTLOOK AND PROSPECTS

Our Directors believe that, as a market participant which is active in the
technology sector, it is crucial for the business of our Group to devote
substantial resources towards research and development (including
identifying new materials and applications) which will advance or sustain its
competitiveness in light of evolving market trends and customer preferences
and needs. Further, our Directors believe that our Group’s current market
leading positions in the PRC by market share relating to its ITO film and
Smart Light-adjusting products is testimonial of sufficient market demand
for its products. In response to the changing market conditions of the Smart
Light-adjusting Glass and Smart Light-adjusting Projection System, our Group
changes to focus on the film products.

Although our results have been negatively affected due to the COVID-19
epidemic for the year ended 31 December 2020, we believe the domestic
market is now recovering from the crisis and the demand is gradually
returning to a normal level. Therefore, our Group has been cautiously
expanding its production lines and carrying out research and development
projects to cater the expected demand in the future. In the meantime, our
Directors will closely monitor the development of the epidemic, maintain a
prudent and stable strategy and react proactively to overcome the hard times.

FINANCIAL REVIEW

Revenue

Our revenue was RMB100,529,000 for the year ended 31 December
2020, which represented a decrease of RMB47,505,000, or 32.1% from
RMB148,034,000 for the same period in 2019. The decrease was mainly
attributable to (i) the decrease in sales volume due to delays or cancellations
of sales orders and reduction of demand for new sales orders during the
year as a result of the COVID-19 outbreak and related measures imposed
in China; and (ii) the decrease in selling prices of the Smart Light-adjusting
products.

Cost of sales and gross profit

Our cost of sales was RMB76,907,000 for the year ended 31 December
2020, which represented a decrease of RMB12,145,000 or 13.6%, from
RMB&9,052,000 for the same period in 2019. The decrease in cost of sales
mainly reflected the decrease in sales.

China Singyes New Materials Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Our gross profit margin decreased from 39.8% for the year ended 31
December 2019 to 23.5% for the same period in 2020. The decrease was
because of (i) the change in sales mix, of which the proportion of revenue
from sales of ITO film (being less profitable than Smart Light-adjusting
products) relative to total revenue has increased; and (ii) the higher per-unit
fixed costs charged to cost of sales as a result of the decrease in production
volume.

Selling and distribution expenses

Our selling and distribution expenses were RMB8,768,000 for the year ended
31 December 2020, which represented a decrease of RMB819,000 or 8.5%,
from RMB9,587,000 for the same period in 2019. These expenses mainly
included remuneration for sales and marketing employees based on sales
performances and expenses relating to the marketing efforts in business
promotion and participation in exhibitions. The selling and distribution
expenses was 8.7% of the revenue for the year ended 31 December 2020, as
compared to 6.5% for the same period in 2019.

Administrative expenses

Our administration expenses were RMB25,702,000 for the year ended
31 December 2020, which represented an increase of approximately
RMB3,016,000 or 13.3%, from RMB22,686,000 for the same period in
2019. The increases in administration expenses mainly reflected the increase
in depreciation and research costs. The administrative expenses was 25.6%
of the revenue for the year ended 31 December 2020, as compared to
15.3% for the same period in 2019.

Liquidity, financial resources and capital structure

Our primary use of cash is to satisfy our working capital and capital
expenditure needs. Historically, our Group’s use of cash has mainly been
financed through a combination of cash received from the sales of our
products and financial support from our Group’s related parties.

As at 31 December 2020, our Group did not have any bank borrowings.
Going forward, we believe our liquidity requirements will be satisfied using
a combination of cash generated from operating activities, bank borrowings
and proceeds from the Listing. Our Directors believe that in the long term,
our Group’s operation will be funded by internally generated cash flows and,
if necessary, additional equity and/or debt financing.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WK D

Use of proceeds from the Listing LtHRERIERZ
ARRRORZZE—tFLA=Z+—HT L
MHEDRGEM L - ARFRIERMNEEE
15 P15 3R F 593,500,000/ 7T (48 1k £ 8
e kA EmEEAxL) -

The Shares of the Company were listed on GEM on 21 July 2017 (the “Listing
Date”) with net proceeds received by the Company from the Share Offer in
the amount of HK$93,500,000 after deducting underwriting commission and
all related listing expenses.

TR E = TF+ R =+—HIEF
BRIBFHENERBADTA TS

An analysis of the utilization of the net proceeds from the Listing Date up to
31 December 2020 is set out below:

Planned use of
net proceeds

as stated in the
Prospectus up to
31 December

Actual

use of net
proceeds up to
31 December

Actual
balances of
proceeds up to
31 December

Business Strategy 2020 2020 2020
BE-Z-2F
+ZA=+—H BE-ZS-ZF BE-Z-EHF
BRERMRY +=A=+—H +=A=+—H
FBREREN  ESRIEFEN RS RIEM
EKRRE STEIERER BERFEAER BEREs
HK$ million HK$ million HK$ million
EX-:w BEBATT BEAT
Overseas business expansion T INEFSIER 9.8 9.8 -
Research and development of new ¥} & & AT 3%
materials and products 21.1 21.1 -
Purchase of machinery and BERAREERRER
equipment for production of anti- R AMES R
ambient screen 6.8 6.8 -
Enhancement to wide ITO film B EITOBERE 43 43 -
Sales and marketing effects in the A BRI SHE R E T
PRC 8.7 8.7 -

China Singyes New Materials Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENRE DA

Planned use of

net proceeds Actual Actual

as stated in the use of net balances of

Prospectus up to proceeds up to proceeds up to

31 December 31 December 31 December

Business Strategy 2020 2020 2020
BE-Z-2F

+=ZA=+—-HB BE-T=-ZF BE-ZT-=F
BRERFRY +=HA=+—-B +=HA=+-—H
FIEFEZEEN FEREBEN T8 IEH

ERRRE sHEIEAER EREARER BRRE
HK$ million HK$ million HK$ million
EX-:w BEET BEATT

Project for full automation of BEHEFANEREBHEER

-,

1H

production line for Smart Light-
adjusting Products

Establishment and mass production 23 Mt S £ ER AR
of domestic laser none cinema ENESATESS
systems

Installation of extra-wide Production ~ ZHEREFI N EMBE

line for Smart Light-adjusting HER
Products
Installation of fully automated THRFEWNT A EELR

production line for pressing of glass

Ik
>

Working capital HIBE

The business strategies as set out in the prospectus of the Company dated
30 June 2017 (the “Prospectus”) were based on the best estimation of the
future market conditions made by the Group at the time of preparing the
Prospectus. The use of proceeds was applied in accordance with the actual
development of the market.

As at 31 December 2020, approximately HK$76.1 million out of the net
proceeds from the Share Offer had been used. The unused net proceeds
have been deposited in licensed banks.

12.0 12.0 =
3.0 3.0 -
11.5 - 115
9.0 3.1 59
7.3 7.3 =

ARBAMAR-ZE—tFNA=ZTHZHAK
ER([BERER]DAEZEBERETIERA
SENRAEBREIRR HARK TR 2 &ER
it ISRIRRZRC BTS2 ERERD
A e

R-FE-_ZBF+-_A=1+—8 BEFHAKHD
ERTS IR FE A#76,100,000/8 7T © &
RS FE DA RERTT -
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWKE D

The Company intends to apply the net proceeds in the manner consistent
with that set out in the Prospectus. However, the actual use of proceeds was
lower than planned use of proceeds because of the delay in automation and
installation of production lines. In response to the rapidly changing business
environment, it has taken more time than expected to look for suitable
machinery and equipment producers which could meet our production
requirements. Also, our plan of installing new production line in the year
2020 has been shelved due to the COVID-19 pandemic. The Directors will
constantly evaluate the Group’s business strategies and may change or
modify plans against the changing market condition to attain sustainable
business growth of the Group.

Capital expenditure

For the year ended 31 December 2020, our capital expenditure amounted
to RMB19,029,000 (2019: RMB27,698,000) and mainly arose from
expenditures for purchase of production machinery.

Gearing ratio

Gearing ratio is calculated by dividing the total liabilities by total equity at
the end of the reporting period. As at 31 December 2020, our gearing ratio
remained stable at 30.9% (31 December 2019: 27.7%).

Capital commitments

As at 31 December 2020, the Group had capital commitments amounting to
RMB4,500,000 (2019: RMB13,620,000) in respect of equity investments.

Contingent liabilities

As at 31 December 2020, Zhuhai Singyes New Materials Company Limited
(“Zhuhai New Materials”) was involved in a product quality dispute arising
from the ordinary course of business where a customer initiated a proceeding
against Zhuhai New Materials to claim a compensation relating to a product
quality dispute. As a result of this lawsuit, cash at bank of Zhuhai New
Materials amounted to RMB10,000,000 (2019: RMB12,518,000) has been
set aside and sealed by a court in the PRC. The directors, based on the
advice from the Group’s legal counsel, believe that Zhuhai New Materials has
a valid defence against the lawsuit and, accordingly, have not provided for
any loss arising from the litigation, other than the related legal costs.

China Singyes New Materials Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

Pledge of assets

As at 31 December 2020, the Group had pledged deposits amounting to
RMB20,000 (2019: RMB20,000).

Significant investments, acquisitions and disposals and future
plans for material investments or capital assets

During the year ended 31 December 2020, the Group did not make any
material acquisition or disposal of subsidiaries and associated companies
and hold any significant investments nor does the Company has any plan for
material investments or additions of capital assets.

Foreign currency exposure

The Group’s principal businesses are located in Mainland China and most
of the transactions are conducted in RMB. Most of the Group’s assets
and liabilities are denominated in RMB, except for those of the overseas
subsidiaries in Hong Kong and the Company whose functional currency is
HK$. Foreign currency exposure mainly arises from intra-company balance
denominated in HK$ as recorded by Zhuhai New Materials. At 31 December
2020, Zhuhai New Materials recorded an amount due to the Company of
RMB54,886,000 (2019: RMB58,743,000) denominated in HK$. If RMB
strengthens/weakens against HK$ as a reasonable possible change of 5%,
the profit before tax of the Group will increase/decrease by approximately
RMB2,744,000 (2019: RMB2,937,000), correspondingly.

DIVIDEND

The Directors did not recommend a final dividend (2019: HK1.0 cent).
The actual dividend payout ratio in each year will depend on the actual
performance of the Group, the general industry and economic environment.

EEENRE DA

BEEM

RZZBZZF+_A=+—0 rEEZK
PWIERRARE20,000(ZE—IF - AR
#20,0007T) °

BEARE  WERHEUREAKRE
REFREEMNAREE

HE-_Z-_ZF+_A=+—HIFE &
SEWHEETTRNEARRBRLENBA A
REERRSIFEERKRE - NARINET
REREENRBERNEERNE -

SN bR

AEENESEBMNRPBEARRE Ko
SUANREERETT - REBRBLEEREE
LARESE  HREBEIINMNBRRR
RRBNINEEEE BT - INERBREEE
EAREI M IS Z AB THEZEBR
NEEEHR RZEZEF+RA=+—
B - BEH MRS IAB TEHER N A QT
FIBARMES4,886,0007t(—E—H1F : AR
#58,743,0007T) * MEFTEE R EBEF AR
B BT, EF95% ¢ BIAREE ZBREA
SE SRR N, R A 4 AR 2,744,000
(ZZ—h&F : AR¥2,937,0007T) °
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WK D

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2020, we had a total headcount of 129 (2019: 132) full-
time employees. The remuneration package of our employees includes a
basic salary, allowances and bonuses. The various allowances cover holidays,
social security and housing contributions. We make contributions to all
mandatory social security and housing provident funds for our employees.

POSSIBLE RISKS AND UNCERTAINTIES FACING
THE COMPANY

The Group’s financial conditions, results of operations, businesses and
prospects may be affected by a number of risks and uncertainties. The
following are the key risks and uncertainties identified by the Group. There
may be other risks and uncertainties which are not known to the Group
or which may not be material now but could turn out to be material in the
future.

BUSINESS RISK

A number of factors may affect the business, financial conditions and/or
results of operations of the Group, major risks are summarised below.

Competition in the ITO film and Smart Light-adjusting Products
industry

ITO film market

In recent years, the ITO film industry in the PRC has experienced rapid
growth with the number of market participants. However, key production
technologies, manufacturing facilities as well as market share have remained
dominated by few market participants. It is expected that more dominant
players may expand and consolidate their market share through mergers
and acquisitions as well as development of product lines. In the future it will
have to compete with more dominant players not only in terms of pricing and
customer base, but also when sourcing upstream products.

China Singyes New Materials Holdings Limited
Annual Report 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

Smart Light-adjusting Products market

In the Smart Light-adjusting Products market, the Group faces competition
from other large domestic PRC manufacturers with substantial market share
as well as new entrants to the market. There has been a rapid increase in
the number of high-end downstream users of Smart Light-adjusting Products
(such as media companies and luxury hotels) given the increasingly broad
applications of these products. This has led to pressure on suppliers to cope
with demand through mass production, leading to the lowering of production
costs as well as increasing price competition. Furthermore, the lack of
industry standards and regulations in the PRC relating to “energy-saving”
products may lead to the production of inferior and low-quality products
which could also result in increased price competition.

Other than pricing, the Company may also need to compete from the
technological perspective in order to satisfy different customer needs. Future
profitability will largely be determined by a company’s ability to offer product
customisation and optimisation.

The Company’s ability to remain competitive in the markets in which it
operates could materially affect its market share or the sales price of its
products, which could materially affect its profitability, results of operations
and business prospects.

Protection against the intellectual property rights and/or any
claims of infringement of intellectual property by third parties

The Directors believe that the protection of the Group’s technical and
proprietary know-how (including self-developed production techniques,
technology and methods, new material composition formulas, blue-prints,
designs as well as other core intellectual property know-how) is crucial
to its success as the Group operates in a sector where technological
innovation and technical skills and capabilities are vital for suppliers to
remain competitive, especially in light of evolving customer demands. If
the Group’s core intellectual property and know-how (whether protected by
patent or otherwise) are infringed on or leaked to its competitors, the Group’s
competitiveness and market position may be materially weakened, which may
in turn have a material adverse effect on its sales and financial performance.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWKE D

As the Group aims to gradually increase its market presence in overseas
markets, it faces an increased risk of being the subject of intellectual
property infringement claims, invalidity or indemnification relating to third
parties’ proprietary rights, especially where similar technical know-how are
registered in the relevant target markets. The validity and scope of claims
concerning technologies relating to the manufacturing of ITO film, Smart
Light-adjusting Products and Smart Light-adjusting Projection System may
involve complex scientific, legal and factual questions and analysis and,
as a result, the determination of such claims may be highly uncertain. An
adverse determination in any such litigation or proceedings to which the
Group becomes a party could result in having to pay damages, seek licenses
from third parties, pay on-going royalties for use, redesign its products or
become subject to injunctions, each of which could prevent the Group from
carrying on some or all of its business, which could results in its customers or
potential customers deferring or limiting their purchase or use of its products.
This could materially adversely affect the Group’s business, financial
condition and results of operations.

Reliance on a single production base to manufacture the
Products

The Group currently carries out its entire production process at a single
production base in the PRC which is leased from a subsidiary of Shuifa
Singyes, one of the Group’s controlling shareholder. Any disruptions to the
Group’s use or occupation of its production base for whatsoever reasons
(including damage caused by floods, fires, earthquakes, typhoons and other
natural disasters or matters outside the Group’s control) may affect its ability
to produce and deliver products to the customers on a timely manner and/or
in accordance with the terms of agreements entered into with the customers.
Such disruptions will materially and adversely affect the Group’s business
and operations as well as its profitability and financial results (as efforts to
restore operations following a disruption may be costly and time-consuming).

FINANCIAL RISK

The financial risk management objectives and policies of the Group are set
out in note 36 to the consolidated financial statements.

China Singyes New Materials Holdings Limited
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CORPORATE GOVERNANCE REPORT

OVERVIEW

The Board of Directors (the “Board”) recognises the importance of
incorporating elements of good corporate governance in the management
structures and internal control procedures of the Group so as to achieve
effective accountability. The Directors consider that the Company has applied
the principles and complied with all the applicable code provisions set out in
the code provisions of the Corporate Governance Code (the “CG Code”) as
set out in Appendix 15 of the GEM Listing Rules during the year ended 31
December 2020 and up to the date of this report (the “Relevant Period”),
except for the deviation from paragraph A.2.1 of the Code as described below
in the section “Chairman and Chief Executive Officer” on page 22.

This corporate governance report (“Corporate Governance Report”) is
to outline the major principles of the Company’s corporate governance.
Shareholders of the Company are encouraged to make their views known
to the Group if they have issues with the Company’s corporate governance
and to directly raise any matters of concern to the chairman of the Board
(“Chairman”).

The following is a summary of the work performed by the Board or Board
Committees in corporate governance function during the Relevant Period:

(a) develop and review the Company’s policies and practices on corporate
governance;

(b) review and monitor the training and continuous professional
development of the Directors and senior management of the Group;

(c) review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d)  review and monitor the code of conduct applicable to employees and
the Directors; and

(e) review the Company’s compliance with the CG Code and disclosure in
the corporate governance report.
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CORPORATE GOVERNANCE REPORT
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CODE OF CONDUCT FOR DIRECTORS’ SECURITIES EEETRESFRZZTRATE

TRANSACTIONS

The Company has adopted a code of conduct regarding securities RARRIERMNBBEFETELRRDIZ1TR
transactions by directors on terms no less exacting than the required PRI EERNENGEM E T AR B 55 5.48(%
standard of dealings as set out in Rules 5.48 to 5.67 of the GEM Listing 5. 671%%%5‘]2%%&5& AR o RRFIE M
Rules. The Company has made specific enquiry of all Directors and all FBESFLARBEHR  EMEESEER

Directors confirmed that they have complied with the required standard of HEREBHBA—BEETARRIRNCE
dealings and the code of conduct regarding directors’ securities transactions BESEFSFR I ZRERBER RITASTE
adopted by the Company during the Relevant Period.

BOARD OF DIRECTORS =
Board composition EEEHER
During the Relevant Period, the composition of the Board is as follows: RIEEEEIE - EFg AR
Executive Directors HITEE

Mr. Zhang Chao (Chairman and Chief Executive Officer) SRS (FERITEAREH)

20

Mr. Sun Jinli Fegitst

(resigned on 25 January 2021) (KRB —F—HAZTHAFED)
Mr. Tang Liwen 5’4‘;_LK5‘E$

(resigned on 25 January 2021) (R=ZZE=—F—A=THHBET)
Mr. Du Peng ﬁ:ﬂ)i%f‘ﬁi

(appointed on 25 January 2021) (RZZE——F—A=-T+HBAEZME)
Mr. Nie Yuanzhou FiINEE

(appointed on 25 January 2021) (R=ZZE——F—A=-+HBAEZMT)
Non-executive Director FHHITEE
Mr. Liu Hongwei AT HE S -
Independent Non-executive Directors BUHIHITESE
Ms. Pan Jianli EEBAL
Mr. Pan Jianguo EEBR LA
Dr. Li Ling FREL

China Singyes New Materials Holdings Limited
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During the year ended 31 December 2020, four Board meetings and one
general meeting were held and the attendance of each director is set out as
follows:

TRERMSE

BE-Z-_TF+_A=+—HLFE &
SEARTHRESEEAL - RRRBEF
REURBERZHEBREINMT

Attendance
HE
Board meetings General meeting
Name of Directors EENA E=ggs BRAE
Executive Directors HITES
Mr. Zhang Chao KRB A 4/4 0/1
Mr. Sun Jinli (resigned on 25 January 2021) #&EEAE(R-ZT—_—F
—H= JrﬁEl%ﬂ%) 4/4 0/1
Mr. Tang Liwen (resigned on 25 January 2021) /535 X E(RZE = —4F
—AZt+RHEET) 4/4 1/1
Mr. Du Peng (appointed on 25 January 2021) k4 (R-_T=-—4F N/A N/A
—AZt+HRBEZT) TEMA NiE
Mr. Nie Yuanzhou mEMEE(RZE_—% N/A N/A
(appointed on 25 January 2021) —AZ+HRHEZE) TEA TNEA
Non-executive Director EHITES
Mr. Liu Hongwei BIATHE SR - 4/4 1/1
Independent Non-executive Directors BAFHTES
Ms. Pan Jianli EEREX T 4/4 0/1
Mr. Pan Jianguo BRI AE 4/4 0/1
Dr. Li Ling FREL 4/4 0/1

During the Relevant Period, the Board has complied with the requirements
of the GEM Listing Rules to have at least three independent non-executive
Directors who represent more than one-third of the Board and with at least
one of whom possesses appropriate professional qualifications or accounting
or related financial management expertise pursuant to Rule 5.05 of the GEM
Listing Rules.
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The Board has received from each independent non-executive Director
(“INED") a written annual confirmation of his/her independence pursuant
to Rule 5.09 and 5.10 of the GEM Listing Rules, and the nomination
committee of the Company (the “Nomination Committee”) has assessed
the independence of each INED and the Company considers that each of
them are independent in compliance with 5.05(1) and 5.05(2) and 5.05A
of the GEM Listing Rules as at the date of this report. Each INED will inform
the Company in writing as soon as practicable if there is any change of
circumstances which may affect his independence. The Directors do not
have financial, business, family or other material/relevant relationships with
each other.

After annual assessment by the Nomination Committee, the Board considers
the current structure, size and composition of the Board is performing a
balanced and independent monitoring function on management practices
to complement the Company’s corporate strategy. The Directors and their
biographical details as at the date of this report are set out on pages 35 to 40
of this report.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

During the year ended 31 December 2020 and up to 25 January 2021,
the positions of Chairman and Chief Executive Officer were held by Mr. Liu
Hongwei and Mr. Sun Jinli respectively. The Chairman provides leadership
and is responsible for the effective functioning and leadership of the Board.
The Chief Executive Officer focuses on the Company’s business development
and daily management and operations generally. Their respective
responsibilities are clearly defined and set out in writing.

China Singyes New Materials Holdings Limited
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With effect from 25 January 2021, Mr. Sun Jinli resigned as an executive
Director and Chief Executive Officer, Mr. Liu Hongwei ceased to be the
Chairman, and Mr. Zhang Chao has been appointed as the Chairman and
Chief Executive Officer. The Company is aware of the requirement under
paragraph A.2.1 of the Code that the roles of chairman and Chief Executive
Officer should be separated and should not be performed by the same
individual. Nevertheless, the Board considers that the combination of the
roles of Chairman and Chief Executive Officer will not impair the balance
of power and authority between the Board and the management of the
Company as the Company has built up a structure of the Board and has
developed a set of procedural rules for the meeting of the Board to consider
major matters affecting the operations of the Group. The Board is of the view
that this structure provides the Group with strong and consistent leadership,
which can facilitate the formulation and implementation of its strategies and
decisions and enable it to grasp business opportunities and react to changes
efficiently. Moreover, the Board considers that the sufficient measures have
been taken and it will not impair the balance of power and authority between
the Board and the management. As such, it is beneficial to the business
prospects of the Group. Therefore, Mr. Zhang Chao is performing the roles of
both Chairman and Chief Executive Officer.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The current Bye-laws provide that at each annual general meeting, one-third
of the directors for the time being shall retire from office by rotation and that
every director shall be subject to retirement by rotation at least once every
three years.

All of the non-executive Director and independent non-executive Directors
are appointed for a specific term but they are subject to retirement by rotation
and re-election at the annual general meeting in accordance with the Bye-
laws. The term of appointment of each Independent Non-Executive Director
has been set out in the section headed “Directors’ Service Contracts” of this
report. Each independent non-executive Director is required to inform the
Company as soon as practicable if there is any change that may affect his
independence and must provide an annual confirmation of his independence
to the Company. Up to the date of this report, no independent non-executive
Director has served the Company more than 9 years.
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DIVISION OF RESPONSIBILITIES BETWEEN THE
BOARD AND MANAGEMENT

While the Board is responsible for directing and approving the Group’s overall
strategies, the Group also has formed management teams in its business
areas, comprising both the executive Directors and senior officers of the
Group, with authority and responsibility for developing and exercising both
operational and non-operational duties. The management team members of
the Group have a wide range of skills, knowledge and experience necessary
to govern the Group’s operations. All management team members are
required to report directly to the Chairman on a regular basis to report
business performance and operational and functional issues of the Group.
This will allow the Group’s management to allocate resources more efficiently
for its decision-making and facilitate its daily operations.

The Board and the Group’s management fully appreciate their respective
roles and are committed to corporate governance. The Board is responsible
for overseeing the processes by which the management identifies business
opportunities and risks. The Board’s role is not to manage the day-to-day
business operations of the Group and the responsibility of which remains
vested in the management.

The Board has set up formal procedures for the Board’s decisions. Matters
which the Board considers suitable for delegation to its committees
are contained in the specific terms of reference of its committees. The
terms of reference clearly define the powers and responsibilities of the
Board Committees. In addition, the Board will receive reports and/or
recommendations from time to time from the Board Committees on any
matter significant to the Group.

AUDIT COMMITTEE

The Company has established the Audit Committee on 21 July 2017 in
compliance with Rule 5.28 of the GEM Listing Rules. Among other things,
the primary duties of the Audit Committee are to review and supervise the
Company’s financial reporting process, internal control system and risk
management system and to provide advice and recommendations to the
Board on the appointment, reappointment and removal of external auditors.

The Audit Committee consists of three independent non-executive Directors,
namely Ms. Pan Jianli, Mr. Pan Jianguo and Dr. Li Ling. Ms. Pan Jianli is the
chairperson of the Audit Committee.
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During the year ended 31 December 2020, four meetings of the Audit
Committee were held to review the Group’s quarterly, half-yearly and annual
financial results. Two of the meetings were attended by the Company’s
external auditor so that the members of the Audit Committee could exchange
their views and concerns on the financial reporting process of the Group with
the auditor.
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No. of Audit Committee
Meetings attended/held

EREESR
Name of Directors BEEHSR 2EHEEBITRE
Ms. Pan Jianli (Chairperson) EEBLL(FE) 4/4
Mr. Pan Jianguo BB LA 4/4
Dr. Li Ling FriEt: 4/4

The Audit Committee has reviewed the accounting principles and practices
adopted by the Group and discussed the financial reporting matters
with senior management and the auditors of the Company relating to the
preparation of the audited consolidated financial statements of the Group
for the year ended 31 December 2020. This report has been reviewed by
the Audit Committee, which was of the opinion that the preparation of such
results complied with the applicable accounting principles and practices
adopted by the Group and that adequate disclosure has been made.

The Audit Committee has also reviewed the effectiveness of internal controls
and risk management for the year ended 31 December 2020. Such review
covered financial, operational and compliance controls and risk assessment
of the Group. The Board was satisfied that the effectiveness of the internal
controls of the Group had been properly reviewed by the Audit Committee.
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REMUNERATION COMMITTEE

The Company has established the Remuneration Committee on 21 July
2017 with written terms of reference in compliance with Rules 5.34 and
5.35 of the GEM Listing Rules. The primary duties of the Remuneration
Committee are, among other things, to make recommendations to the Board
on the overall remuneration policy and structure relating to all Directors and
senior management of our Group; review and approve the management’s
remuneration proposals and benefits; and to ensure none of our Directors
determine their own remuneration. The remuneration of our Directors will be
regularly monitored by our remuneration committee to ensure that the level of
remuneration and compensation is appropriate.

The Remuneration Committee consists of three independent non-executive
Directors, namely, Mr. Pan Jianguo, Ms. Pan Jianli and Dr. Li Ling. Mr. Pan
Jianguo is the chairman of the Remuneration Committee.

During the year ended 31 December 2020, the Remuneration Committee
held two meetings to approve the remuneration packages and performance
bonuses for the Directors and senior management of the Company after
reviewing of the remuneration policy and structure of the Directors and senior
management of the Group and assessment of individual performance of
each.
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No. of
Remuneration Committee
Meetings attended/held

FHEES
Name of Directors EEHES BREE BT
Mr. Jianguo (Chairman) EBEBELE(ERE) 2/2
Ms. Pan Jianli EEBL LT 2/2
Dr. Li Ling et 2/2
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NOMINATION COMMITTEE

The Company has established the Nomination Committee on 21 July 2017
with written terms of reference in compliance with paragraph A.5.2 of the
Corporate Governance Code and Corporate Governance Report as set
out in Appendix 15 of the GEM Listing Rules. The primary function of the
nomination committee is to make recommendations to the Board and senior
management regarding appointment of Directors and candidates to fill
vacancies on the Board and senior management team.

Board Diversity Policy

The Board has adopted the board diversity policy which sets out the approach
to achieve diversity on the Board. Accordingly, selection of candidates to the
Board is based on a range of measurable objectives, including but not limited
to gender, age, cultural and educational background, professional experience
and qualifications, skills, knowledge and length of service, having due regard
to the Company’s own business model and specific needs from time to time.
With the existing Board members coming from a variety of business and
professional background, the Company considers that the Board possesses
a balance of skills, experience, expertise and diversity of perspectives
appropriate to the requirements of the Company’s business.
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Nomination procedures include identification and acknowledgment of
qualified individuals by the Nomination Committee and review and approval
of such nomination by the Board. The selection criteria for Directors are
that the candidates must have substantial experience in business relevant
to the Company, or in corporate management, or in relevant profession and
must be able to contribute effectively to the objectives of the Company. In
identifying suitable candidates for appointment to the Board, the Nomination
Committee will consider candidates on merit against objective criteria (such
as professional expertise, relevant experience, personal ethics etc.) and with
due regard for the benefits of diversity on the Board. Any committee member
may propose suitable candidates for directorship for discussion and approval
by the Nomination Committee, after which the Board will consider and, if
proper, approve such nomination.

The Nomination Committee consists of three members, including one
executive Director, namely, Mr. Zhang Chao and two independent non-
executive Directors, namely, Mr. Pan Jianguo and Dr. Li Ling. Mr. Zhang
Chao is the chairman of the Nomination Committee.

During the year ended 31 December 2020, the Nomination Committee held
two meetings to review the structure, size and composition of the Board and
concluded that members of the Board have possessed the expertise and
independence to carry out the Board'’s functions and responsibilities.
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No. of

Nomination Committee
Meetings attended/held
REEES

Name of Directors EEpS gEHEBITRY
Mr. Liu Hongwei (Chairman) Jilfﬁfﬁii(j"f )

(resigned on 25 January 2021) (RZZ2EZ—F—A=+HAHMT) 2/2
Mr. Zhang Chao (Chairman) KRB AE(EE)

(appointed on 25 January 2021) (RZZE——F—A=-+HBEZM) N/A 3 F
Mr. Pan Jianguo ERE ST E 2/2
Dr. Li Ling FREL 2/2
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TRAINING b

Pursuant to Code Provision A.6.5 of the CG Code, all Directors should RIEDCEEATRIMEAGCHIKSTRNIEST - BT
participate in continuous professional development to develop and refresh EETRSHEBESERR  HREIUENH
their knowledge and skills. This is to ensure their contribution to the Board Hk R FRee  AERETZEBZEER R
remains informed and relevant. During the year ended 31 December 2020, EENEATHESSFLER - B2

all Directors participated in appropriate continuous professional development T-EF+-_A=+—HEFERN 1A=

activities by ways of attending training and/or reading materials relevant to EEBBAMNEF *\I&/_JZF'EJEEEFWX DES

the Company’s business or to the Directors’ duties and responsibilities. BREEBEREANM B2 EEENIFE
BERRED -

Attending
professional
briefings/seminars/
conferences
relevant to
directors’ duties,
regulatory updates

Reading materials and business
Reading regulatory relating to HEEHES
updates and businessand ¥ - EERE
directors’ duties industry B RELH
MEBEEERTCEY  HEAHERER EESTE-
ENRESHE TENER g g%
Executive Directors HITES
Mr. Zhang Chao SRR A v v/ 4
Mr. Sun Jinli FeRta(RZZ=—F
(resigned on 25 January 2021) —A= -HiElﬁﬂ_jc) v v v
Mr. Tang Liwen BN E(RZE—F
(resigned on 25 January 2021) —AZ+HAET) v v v
Mr. Du Peng HgEE(RZT=—F
(appointed on 25 January 2021) —AZTHAEZMT) v v v
Mr. Nie Yuanzhou mEMEE(RZZ—F
(appointed on 25 January 2021) —A-t+HBERT) v v v
Non-executive Director FHITES
Mr. Liu Hongwei I s v v v
Independent Non-executive Directors BUFHTES
Ms. Pan Jianli BEBI L v v v
Mr. Pan Jianguo BEBTE v v v
Dr. Li Ling TR+ 4 v v/
Company Secretary NEME
Ms. Lau Wai Han AEHLL v v v
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COMPANY SECRETARY

Ms. Lau Wai Han was appointed as the company secretary of the Company
on 23 June 2017. Please refer to the section headed “Biographical details
of Directors and Senior Management” of this report for her biographical
information.

During the year ended 31 December 2020, Ms. Lau has confirmed that she
has taken no less than 15 hours of relevant professional training.

FINANCIAL REPORTING

The management provides to the Board explanation, information and regular
updates of the Company’s performance, financial position and prospects to
enable the Board to make an informed assessment of the financial and other
information put before the Board for approval.

The Directors acknowledge their responsibilities (as set out in the
Independent Auditor’s Report) for preparing the financial statements of
the Group that give a true and fair view of the state of affairs of the Group.
The Board was not aware of any material uncertainties relating to events
or conditions that might cast significant doubt upon the Group’s ability to
continue as a going concern and the Board has prepared the consolidated
financial statements on a going concern basis. The responsibility of the
external auditor is to form an independent opinion, based on their audit, on
those consolidated financial statements prepared by the Board and to report
their opinion to the shareholders of the Company. A statement by auditor
about their reporting responsibility is set out in the independent auditor’s
report on pages 58 to 65.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for the Group’s risk management and internal
control system and reviewing its effectiveness on a periodic basis, at least
annually. The review covers all material controls, including but not limited to
financial, operational, and compliance controls. During the year ended 31
December 2020, the Board assessed and reviewed the risk management
policies and measures and internal control procedures of the Group. The
Group has also engaged external independent professionals to review its risk
management and internal control systems. Our Directors considered them
effective and adequate, and further enhance the Group’s risk management
and internal control systems as appropriate.

There is currently no internal audit function within the Group. The Board has
reviewed the need for an internal audit function and is of the view that in light
of the size, nature and complexity of the business of the Group, it would be
more cost effective to appoint external independent professionals to perform
internal audit functions for the Group as the need arises. Nevertheless, the
Board will continue to review the need for an internal audit function annually.

AUDITOR’S REMUNERATION

During the year ended 31 December 2020, the fees paid/payable for the
services provided by the Company’s auditor are set out as follows:

Services rendered
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Statutory audit services

RMB1,400,000
AERH1,400,0007T

HE S EHERAR A E
—ECEEFERS



32

CORPORATE GOVERNANCE REPORT
ERERWE

SHAREHOLDERS’ RIGHTS
Communication with Shareholders

The Board recognises the importance of effective and on-going
communications with Shareholders and continues to act in the best interests
of the Company and its shareholders. The Company keeps Shareholders and
investors informed of its business performance and strategies by adopting a
transparent and timely disclosure policy which complies with the GEM Listing
Rules and provides all Shareholders equal access to such information. The
Company also publishes all documents on the Company’s website.

The annual general meeting of the Company (the “AGM”) also provides a
forum for the Board to dialogue and interact with the Shareholders directly.
The Directors and the committee members are available to answer questions
during the AGM. Notice of AGM, annual report, financial statements and
related papers were posted to Shareholders for their consideration at least 20
clear business days prior to the AGM.

At each general meeting, the chairman of the meeting proposes individual
resolutions in respect of each substantially separate matter. All matters at
the Company’s general meetings are resolved by poll and the procedures for
conducting a poll will be explained at the meeting. Independent scrutineer
will be engaged to ensure all votes at general meeting are properly counted.
Poll vote results will be posted on the websites of the Company and HKEx in
a timely manner.

AGM proceedings and policies regarding Shareholders’ communication of the
Company are continually reviewed in the light of corporate governance best
practices.

Set out below is a summary of certain rights of the shareholders of the
Company.
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Convening of general meeting on requisition by shareholders

Members holding at the date of deposit of the requisition not less than
one-tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all times have
the right, by written requisition to the Company’s registered office in
Bermuda at Clarendon House, 2 Church Street, Hamilton, HM11,
Bermuda and its principal office in Hong Kong at Unit 3108, 31/F,
China Merchants Tower, Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong for the attention of the Board or the Secretary
of the Company, to require a special general meeting to be called
by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within three (3) months
after the deposit of such requisition. If within twenty-one (21) days of
such deposit the Board fails to proceed to convene such meeting the
requisitionists themselves may do so in accordance with the provisions
of Section 74(3) of the Companies Act 1981 of Bermuda.

Procedures for putting forward proposals at a Shareholders’ meeting

Pursuant to the Companies Act 1981 of Bermuda, either any number
of the shareholders holding not less than one-twentieth (5%) of the
total voting rights of all the shareholders of the Company, or not less
than one hundred of such shareholders, can request the Company
in writing to (a) give to shareholders entitled to receive notice of the
next general meeting notice of any resolution which may properly be
moved and is intended to be moved at that meeting; and (b) circulate
to shareholders entitled to have notice of any general meeting any
statement of not more than one thousand words with respect to
the matter referred to in any proposed resolution or the business
to be dealt with at that meeting. The requisition signed by all the
requisitionists must be deposited at the Company’s registered office
in Bermuda at Clarendon House, 2 Church Street, Hamilton, HM11,
Bermuda and its principal office in Hong Kong at Unit 3108, 31/F,
China Merchants Tower, Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong for the attention of the Board on the secretary of
the Company, with a sum reasonably sufficient to meet the Company’s
relevant expenses and not less than six weeks before the meeting in
case of a requisition requiring notice of a resolution and not less than
one week before the meeting in the case of any other requisition.
Provided that if an annual general meeting is called for a date six
weeks or less after the requisition has been deposited, the requisition
though not deposited within the time required shall be deemed to have
been properly deposited for the purposes thereof.
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TEERRS
(c) Enquiries to the Board (c)

Shareholders may put forward enquiries to the Board in writing to
the principal office of the Company in Hong Kong or, in the event the
Company ceases to have such a principal office, the registered office
specifying the objects of the enquiries.

Enquiry Contact:
By email: IR@syeamt.com
By post: Unit 3108, 31/F,
China Merchants Tower,
Shun Tak Centre,
168-200 Connaught Road Central,
Hong Kong
Attention: ~ Public Relationship
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CONSTITUTIONAL DOCUMENTS BEXH

The Board is not aware of any significant changes in the Company’s EEFUTNBARRZBENMHREEZEZ

constitutional documents during the year ended 31 December 2020. —EFE+ A=+ HIFEETWNERE
) o
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The Directors’ updated information is set out below. Upon specific enquiry by
the Company and confirmations from Directors, save as otherwise set out in
this report, there is no change in the information of the Directors required to
be disclosed pursuant to Rule 17.50A(1) of the GEM Listing Rules since the
Company’s last published annual report.

EXECUTIVE DIRECTORS

Mr. ZHANG Chao ( 3% # ), aged 48, was appointed as a Director of our
Company on 10 March 2016 and he was re-designated as an Executive
Director of our Company with effect from 21 July 2017. He has been
appointed as the Chairman, the chief executive officer and the compliance
officer of our Company since 25 January 2021. He has also been appointed
as the chairman of the Nomination Committee of the Board since 25 January
2021. He is primarily responsible for formulating the overall sales and
marketing strategies and overseeing the development and operations of our
Group.

Mr. Zhang has been a director of Zhuhai New Materials since May 2015 and
Singyes New Materials (H.K.) Company Limited (“New Materials (H.K.)")
since June 2016.

Mr. Zhang graduated from Qigihar Railway Transportation Employee
University with a bachelor’'s degree in July 1995. Mr. Zhang has over 15
years of experience in the curtain wall engineering sector. He was certified
as a cost engineer in October 2001, obtained the qualification of a level one
architect in January 2006 and obtained the level one architect certificate in
December 2007. He has also obtained a patent under his name in relation to
smart photovoltaic controller hubs.

Mr. DU Peng (#L8), aged 38, was appointed as an executive Director of our
Company on 25 January 2021, He has also been the vice president of the
Group since December 2020. He is primarily responsible for overall operation
and management of Zhuhai New Materials.

Mr. Du served as a deputy general manager of the operation department of
Zhuhai Huajin Capital Co., Lid. (BR/8ZESE ARM AR A 7]), a company
the shares of which are listed on the Shenzhen Stock Exchange (stock code:
000532), from September 2018 to November 2020; and the chief financial
officer and secretary to the board of directors of Zhuhai Higrand Technology
Co., Ltd. GREEBE RN BR A ), a company listed in National Equities
Exchange and Quotations in China (& Bl f /N (> ZE B9 8 3% R 471) (stock
code: 871447), from April 2015 to August 2018. From July 2007 to April
2015, he served as an accounting supervisor, a financial manager and the
secretary to the board of directors of Zhuhai Lihe Environmental Engineering

Co., Ltd.* FKBHARETRERERAA)
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Mr. Du obtained a bachelor’'s degree in management and a bachelor’s
degree in laws from Jilin University of Finance and Economics (& #REf4& A
&) in 2007; and a master’s degree in business administration from Macau
University of Science and Technology in 2020. He is a Certified Internal
Auditor and a member of the Institute of Internal Auditors and a senior credit
manager (54412 B IEAM). He holds the qualification certificate for serving
as the secretary to the board of directors issued by Shenzhen Stock Exchange
and the qualification certificate for serving as the secretary to the board of
directors issued by National Equities Exchange and Quotations (% B /J\ b
¥R HEE E ). He has extensive experience in operational management
and financial management.

Mr. NIE Yuanzhou (F&3& /M), aged 35, was appointed as an executive Director
of our Company on 25 January 2021. He has also been the chief financial
officer of our Company since December 2020, and has overall responsibility
for the financial management of our Group.

He served as a financial manager of a subsidiary of China Shuifa Singyes
Energy Holdings Limited (“Shuifa Singyes”), a controlling shareholder of our
Company and the shares of which are listed on the main board of the Stock
Exchange (stock code: 750) from July 2015 to December 2020, where he
was responsible for financial management.

Mr. Nie obtained a bachelor’'s degree in accounting from Shaoguan
University (#8 B £ B3 ) in 2009. From July 2009 to June 2015, he worked
as a project manager in Zhongtuo Zhengtai Accountant Firm Co., Ltd.
(PRI IEF SR ETEAT (currently known as Zhongshen Zhonghuan (Special
General Partnership) (FEFRIRGFTAISHAMEHREBA)) and Da Hua
Certified Public Accountants (X ZE € 51 RF S 7% FT), and was responsible for
auditing and tax related work. He holds professional qualification certificates
of Certified Public Accountant (non-practicing) in the People’s Republic of
China, tax specialist and an internal auditor. Mr. Nie has extensive experience

in financial risk management and internal control.

China Singyes New Materials Holdings Limited
Annual Report 2020
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NON-EXECUTIVE DIRECTOR

Mr. LIU Hongwei (24T #), aged 57, is the founder of our Group. He was
appointed as a Director of our Company on 28 November 2014 and he was
re-designated as a non-executive Director of our Company with effect from
21 July 2017. He was the Chairman of our Group and the chairman of the
Nomination Committee of the Board from 20 July 2017 to 25 January 2021.

Mr. Liu was a director of Singyes New Materials (H.K.) from November 2014
to June 2016. He has been a director since November 2003 and further
an executive director since December 2008 of Shuifa Singyes, a controlling
shareholder of our Company and the shares of which are listed on the main
board of HKEx (stock code: 750).

Mr. Liu graduated from Wuhan Industrial University with a bachelor’s degree,
majoring in inorganic materials engineering, in July 1986. Mr. Liu is currently
the chairman of Guangdong Photovoltaic Energy System Standardization
Technology Committee, member of the Standing Committee of the Ninth
Session of Zhuhai Municipal People’s Congress, and an honorary fellow at the
United International College of Beijing Normal University-Hong Kong Baptist
University.

Mr. Liu is a senior construction material engineer with over 20 years of
experience in the curtain wall engineering sector and over 10 years of
experience in the photovoltaic power generation application sector. Mr. Liu
has registered patents under his name in the PRC regarding amorphous
silicon photovoltaic building integration and solar power generation system.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. PAN Jianli (B2 E), aged 43, was appointed as an independent non-
executive Director of our Company on 6 December 2019. She is currently
the chairperson of the Audit Committee and a member of the Remuneration
Committee of the Board.

Ms. Pan obtained her master’s degree in management from Guanghua
School of Management, Peking University (1t F K £ 3¢ % & 38 £t ) in
the PRC in 2009 and her bachelor’s degree in economics from Shandong
University of Finance and Economics (LR B 4& K 2) in the PRC in 1999.
Ms. Pan is a Senior Accountant (= 4R &5HAT) and a member of the Chinese
Institute of Certified Public Accountant. Ms. Pan has over 20 years of
experience in accounting and financing.

Mr. PAN Jianguo (BZEl), aged 49, was appointed as an independent non-
executive Director of our Company on 6 December 2019. He is currently
the chairman of the Remuneration Committee and members of the Audit
Committee and Nomination Committee of the Board.

Mr. Pan has been the general manager of Shanxi Changan Electricity
Construction Company Limited* (BREEKREZE ) Z & B R A 7)) since 2019
and has over 20 experience in business administration. He graduated from
the Northwest Light Industry Institution (F515%E T 3 £287%) (currently known
as Shanxi University of Science & Technology (BRFERHEAE2)) in the PRC in
1994.

* For identification purpose only

China Singyes New Materials Holdings Limited
Annual Report 2020
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Dr. LI Ling (Z%), aged 60, was appointed as an independent non-executive
Director of our Company with effect from 21 July 2017. She is currently a
member of the Remuneration Committee, Audit Committee, and Nomination
Committee of the Board.

Dr. Li graduated from Qigihar Institute of Light Industry with a bachelor
degree in synthetic fibre in 1983. She then graduated from Dalian University
of Technology with a master degree in engineering in 1990. She later
graduated from South China University of Technology with a doctoral degree
in high molecular material in 1998. From 1983 to 1987, she worked as a
technician in a chemical research institute in Jixi City in Heilongjiang. From
1990 to 1992, she worked as a lecturer at Qigihar Institute of Light Industry.
From 1992 to 1995, she worked as an engineer in the Zhongshan branch of
China Academy of Science & Technology Development. From 1998 to 2002,
she was an associate research fellow in biomedical engineering research
institute at Jinan University. From 2002 to date, she has been a professor
and researcher in the college of science and engineering at Jinan University.
She has 25 years of experience in the field of material research, she has
obtained 8 technology patents under her name and written 4 nanotechnology
books.

SENIOR MANAGEMENT

Ms. LIN Jing (#k&%), aged 46, has been the deputy executive general manager
of Zhuhai New Materials since March 2010 and is in charge of product
quality and human resources management of our Company.

Ms. Lin graduated with a secretarial specialty from the Minjiang Vocational
University in July 1995 and later obtained a bachelor's degree in business
administration from Shenzhen University in June 2010. She was the
secretary to the general manager, material control manager and information
centre manager of Asia Simulation Control System Engineering (Zhuhai)
Co., Ltd. between July 1995 and April 2001. She was the human resources
manager and assistant to deputy manager of operations of AF Technology
Limited between 2001 and 2008. Ms. Lin has over 20 years of experience in
business administration.
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Ms. YANG Yang (#3%), aged 54, is the chief engineer of Zhuhai New Materials
and is in charge of product development, optimisation of production flow and
setting of technological standards.

She graduated with a bachelor degree in engineering, majoring in materials
science and engineering, from Southeast University in July 1989, completed
an internal quality auditor examination from Shenzhen Conformity
Certification Consult in March 1998, and later obtained a master’s degree
in engineering, majoring in computer technology, from Beijing Institute of
Technology in October 2002. She was an engineer and director of technology
at Zhuhai Nanke Jicheng Electronic Limited between February 2001 and
August 2010. Ms. Yang has over 15 years of experience in technology
management and has worked at Singyes Applicable Materials since August
2010 as manager for quality management, manager for technology, deputy
chief engineer and assistant engineer.

Save as disclosed in this report, none of our senior management members
has (i) any directorship in any listed companies in the latest three years; (ii)
any family relationship with the Directors; and (iii) any relationship with the
Controlling Shareholders.

COMPANY SECRETARY

Ms. LAU Wai Han ( 8] £ 1 ), aged 33, was appointed as the company
secretary of our Company on 23 June 2017 and is responsible for overall
company secretarial matters of our Group. She obtained a Bachelor Degree
in Business Administration in Accounting and Finance from the University of
Hong Kong in December 2009. She has over 10 years of experience in the
areas of accounting, finance and auditing, and has been a member of The
Hong Kong Institute of Certified Public Accountants since March 2013.

China Singyes New Materials Holdings Limited
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REPORT OF THE DIRECTORS

The Board is pleased to present the annual report together with the audited
consolidated financial statements of the Group for the year ended 31
December 2020.

PRINCIPAL PLACE OF BUSINESS

The Company was incorporated in Bermuda under the Companies Act as
an exempted company with limited liability on 14 November 2014. The
registered office of the Company is Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda. The Company has established a place of
business in Hong Kong at Unit 3108, 31/F China Merchants Tower, Shun
Tak Centre, 168-200 Connaught Road, Central, Hong Kong. The Company
was registered under Part 16 of the Companies Ordinance (Chapter 622
of the Laws of Hong Kong) on 18 April 2016. Each of Mr. Zhang Chao and
Ms. Lau Wai Han has been appointed as the authorised representative of
the Company for the acceptance of service of process and notices on behalf
of our Company in Hong Kong. The address for service of process on the
Company in Hong Kong is the same as its principal place of business in Hong
Kong set out above.

As the Company is incorporated in Bermuda, it operates subject to the
Companies Act and to its constitution, which comprises the Memorandum of
Association and the Bye-laws.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The Group carries out
research and development on, and manufactures and sells ITO film, Smart
Light-adjusting Film, Smart Light-adjusting Glass and Smart Light-adjusting
Projection System. The Group is one of the few integrated manufacturers
in the PRC which produces and sells ITO film as well as a range of related
downstream products. The Group principally operated in Mainland China.

Details of the principal activities of the principal subsidiaries are set out in
note 1 to the financial statements. There were no significant changes in the
nature of the Group’s principal activities during the year ended 31 December
2020.

BUSINESS REVIEW

The business review of the company for the year ended 31 December
2020 has been set out in the section headed “Management Discussion and
Analysis” of this report. Discussions and information therein forms part of this
Report of the Directors.
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RESULTS AND APPROPRIATIONS

The Group’s result for the year ended 31 December 2020 and its financial
position as at that date are set out in the consolidated financial statements
on page 66 to 183 of this report. And the financial position of the Company
as at 31 December 2020 is set out in note 37 to the consolidated financial
statements.

The Directors did not recommend a final dividend (2019: HK1.0 cent).
The actual dividend payout ratio in each year will depend on the actual
performance of the Group, the general industry and economic environment.

SHARE CAPITAL

Details of movements in share capital of the Company during the year ended
31 December 2020 are set out in note 26 to the consolidated financial
statements.

RESERVES

Details of movements in reserves of the Group and the Company during the
year ended 31 December 2020 are set out in the consolidated statement of
changes in equity on page 70 of this report and in note 28 to the consolidated
financial statements, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2020, the Company’s reserve available for distribution,
calculated in accordance with the provisions of the applicable law of
Bermuda, was approximately RMB11,583,000.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group’s property, plant and equipment during
the year ended 31 December 2020 are set out in note 12 to the consolidated
financial statements.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the
last 5 financial years is set out on page 184 of this report.

China Singyes New Materials Holdings Limited
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MAJOR CUSTOMERS AND SUPPLIERS

The Group’s customers consist of domestic touch-screen device
manufacturers, construction companies, contractors of developers, and
commercial users. For the year ended 31 December 2020, sales to the
Group’s top five customers and its largest customer accounted for 24% and
6% of total revenue, respectively.

The Group procures a majority of the raw materials from third party suppliers
based in the PRC who are agents of overseas manufacturers, and procure
certain raw materials (including ITO target, protective film, PDLC and
projectors) from PRC manufacturers. For the year ended 31 December
2020, purchases from the Group’s top five suppliers and its largest supplier
accounted for 44% and 11% of total purchases, respectively.

During the year ended 31 December 2020, none of the Directors, their close
associates (as defined in the GEM Listing Rules), or any of the shareholders
of the Company (which, to the best knowledge of the Directors, own more
than 5% of the Company’s issued share capital) had any interest in any of
the Group’s five largest customers or suppliers.

DIRECTORS

The Directors of the Company during the year ended 31 December 2020 and
up to the date of this report were:

Executive Directors

Mr. Zhang Chao (Chairman)
Mr. Sun Jinli

(resigned on 25 January 2021)
Mr. Tang Liwen

(resigned on 25 January 2021)
Mr. Du Peng

(appointed on 25 January 2021)
Mr. Nie Yuanzhou

(appointed on 25 January 2021)

Non-executive Director

Mr. Liu Hongwei

Independent Non-executive Directors
Ms. Pan Jianli

Mr. Pan Jianguo
Dr. Li Ling
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Mr. Sun Jinli and Mr. Tang Liwen resigned due to their other business
commitments. In accordance with Bye-law 83(2) and 84(1) of the Company’s
bye-laws, Mr. Du Peng, Mr. Nie Yuanzhou and Mr. Liu Hongwei will retire by
rotation at the forthcoming annual general meeting and, being eligible, offer
themselves for re-elections.

DIRECTORS’ SERVICE CONTRACTS

Mr. Zhang Chao, an executive Director, has entered into a service contract
with the Company commencing from 23 June 2017 for a term of three
years unless terminated in accordance with the terms therein. The service
contract has been renewed for another three years upon its expiration
as recommended by the Nomination Committee and approved by the
Board. Under the terms of the service contract, the service contract may
be terminated by not less than one month prior written notice or otherwise
served by either party on the other.

Each of Mr. Du Peng and Mr. Nie Yuanzhou, the executive Directors, have
signed entered into a service contract with the Company commencing from
25 January 2021 for a term of three years unless terminated in accordance
with the terms therein. Under the terms of the service contracts, the service
contracts may be terminated by not less than one month prior written notice
or otherwise served by either party on the other.

Mr. Liu Hongwei, a non-executive Director, has signed a letter of appointment
with the Company for a term of three years commencing 21 July 2017.
The appointment letter has been renewed for another three years upon its
expiration as recommended by the Nomination Committee and approved by
the Board. Under the terms of the letter of appointment, the appointment
may be terminated by not less than two months’ prior written notice or
otherwise served by either party on the other.

Ms. Pan Jianli, an independent non-executive Director, has signed a letter
of appointment with the Company for a term of three years commencing
6 December 2019. Under the terms of the letter of appointment, the
appointment may be terminated by not less than one month’s prior written
notice or otherwise served by either party on the other.

Mr. Pan Jianguo, an independent non-executive Director, has signed a letter
of appointment with the Company for a term of three years commencing
6 December 2019. Under the terms of the letter of appointment, the
appointment may be terminated by not less than one month’s prior written
notice or otherwise served by either party on the other.
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Dr. Li Ling, an independent non-executive Director, has signed a letter of
appointment with the Company for a term of three years commencing 21 July
2017. The appointment letter has been renewed for another three years upon
its expiration as recommended by the Nomination Committee and approved
by the Board. Under the terms of the letter of appointment, the appointment
may be terminated by not less than two months’ prior written notice or
otherwise served by either party on the other.

The term of service of a Director is subject to the provisions on retirement
by rotation of Directors as set out in the Bye-laws. None of our Directors has
entered into a service contract with any member of the Group (excluding
contracts expiring or determinable by the employer within one year without
payment of compensation (other than statutory compensation)).

Details of the remuneration of the Directors are set out in note 7 to the
financial statements. The emoluments paid to senior management (excluding
the Directors) during the year ended 31 December 2020 were within the
following bands:
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SHARE OPTION SCHEME

On 17 October 2017, the Company adopted a share option scheme (the
“Share Option Scheme”). Under the Share Option Scheme, the Board may,
at its absolute discretion and on such terms as it may think fit, grant Share
Options to the any Eligible Person (who is (i)(a) any director or proposed
director (whether executive or non-executive, including any independent
non-executive director), employee or proposed employee (whether full time
or part time) of, or (b) any individual for the time being seconded to work for,
any member of the Group or any substantial shareholder or any company
controlled by a substantial shareholder (a “Category A Eligible Person”);
or (ii) any person or entity that provides research, development or other
technological support or any advisory, consultancy, professional or other
services to any member of the Group (a “Category B Eligible Person”) and,
for the purposes of the Share Option Scheme, shall include any company
controlled by one or more persons belonging to any of the above classes
of participants, collectively the “Eligible Person”) to subscribe at a price
calculated in accordance with the Share Option Scheme for such number of
Shares as it may determine in accordance with the terms of the Share Option
Scheme.
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Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is to enable the Company to grant
Share Options to the selected Eligible Persons as incentives or rewards for
their contribution or potential contribution to the growth and development of
the Group.

Total number of Shares available under the Share Option
Scheme

The total number of Shares which may be issued upon the exercise of all
share options to be granted under the Share Option Scheme and any other
share option schemes of the Company must not in aggregate exceed 10% of
the total issued share capital of the Company as at 17 October 2017, being
the date on which the Share Option Scheme is adopted (i.e. 480,000,000
Shares).

On 31 January 2018, options to subscribe for a total of 21,000,000 shares
with a nominal amount of US$0.01 each in the share capital of the Company
were granted under the Scheme at the exercise price of HK$1.16 per share.
During the year ended 31 December 2020, a total of 6,410,000 options
(2019: 5,300,000) were forfeited due to the resignation of grantees and a
total of 700,000 options (2019: Nil) were surrendered by a grantee. As at
the date of this Report, 8,590,000 share options has been granted under
the Share Option Scheme to entitle the holders of these share options to
subscribe for a total 8,590,000 Shares, representing 1.652% of the issued
Shares of the Company.

Further details of the Share Option Scheme are set out in note 27 to the
consolidated financial statements.

Maximum entitlement of each Eligible Participant

The maximum number of Shares issued and to be issued upon the exercise
of the Share Options granted under the Share Option Scheme and any other
share option schemes of the Company to any Eligible Person(s) (including
cancelled, exercised and outstanding Share Options), in any 12-month period
up to the date of grant shall not exceed 1% of the number of Shares in issue,
unless (i) a circular is despatched to the Shareholders; (i) the Shareholders
approve the grant of the Share Options in excess of the 1% limit referred to in
this paragraph; and (iii) the relevant Eligible Person and his associates shall
abstain from voting. The number and terms (including the exercise price) of
Share Options to be granted to such Eligible Person(s) must be fixed before
Shareholders’ approval.
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Time of exercise of option

A Share Option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period commencing on such date on
or after the date on which the Share Option is granted as the Board may
determine in granting the Share Options and expiring at the close of business
on such date as the Board may determine in granting the Share Options but
in any event shall not exceed ten (10) years from the date of grant (which
is the date of offer of grant if the offer for the grant of the Share Options is
accepted).

Acceptance of offers

An offer for the grant of Share Options must be accepted within thirty (30)
days inclusive of the day on which such offer was made. The amount payable
by the grantee of the Share Options to the Company on acceptance of the
offer for the grant of Share Options is HK$1.00.

Exercise price per Share for the exercise of a Share Option

The exercise price per Share payable on the exercise of a Share Option is
to be determined by the Board provided always that it shall be at least the
higher of (i) the closing price of the Shares as stated in the daily quotations
sheet issued by the Stock Exchange on the date of grant (which is deemed
to be the date of Board meeting for approving the grant of Options), which
must be a business day; and (ii) the average closing price of the Shares as
stated in the daily quotations sheets issued by the Stock Exchange for the five
(5) business days immediately preceding the date of offer of grant, provided
that the exercise price per Share shall in no event be less than the nominal
amount of the Share.

Remaining life of the Share Option Scheme

The Share Option Scheme will remain in force for a period of ten (10) years
commencing on 17 October 2017, the date on which the Share Option
Scheme is adopted by Shareholders in general meeting, and shall expire at
the close of business on the day immediately preceding the tenth anniversary
thereof unless terminated earlier by Shareholders in general meeting.

REPORT OF THE DIRECTORS
EEEHES

BRENTERRE

BRERREBEBRESS 26K REFES
RHBRERRE 2 AR RN R L BREZ
‘Bt EEEFEREHBERERREZA
NMAEREE L7 BEAMBETTE - EEEM
BN TZHRENEBBREE A (MR H R
BZENEZMUNAREEZNEA) B+
(10)5F

BAEN

RHBREZ ENVAEREZSENER
E=1GOR(BEER) FIREM - B
ERARRAREBRE ZOR - A
RABZEFHL00ETT °

TREBRENSRROTEE

TTERBRAER BN 2 BB MITEERE
EEET  ETRERUTERSE  VER
HE R (ZABRERIEREBRE ES
geE R (BAREER) BN AT
H2 BBRR LR HE  RHEERRHE
WEBEREG)EZXAROREAPIEL 2
BsR LM FHRHE  EEEABERT
R 2 TERENMHERRBN ZHE

FBRAERT BIRVER T IR

BREFEE T tFTATEREIAR
AIRRAERRAS LRABEEEIE R )’
TAOFEHBM—EAN  UREETBFH
—HEXRBEAERKER(RRNBERAE L
RERIEERIN -

GEEE SR N
—E-REFERE

47



48

REPORT OF THE DIRECTORS
EEEWESE

The Company may by resolution in general meeting or the Board may at any
time terminate the Share Option Scheme and in such event no further Share
Option shall be offered but the provisions of the Share Option Scheme shall
remain in force to the extent necessary to give effect to the exercise of any
Share Option granted prior to the termination or otherwise as may be required
in accordance with the provisions of the Share Option Scheme. Share Options
granted prior to such termination at the time of termination shall continue to
be valid and exercisable in accordance with the Share Option Scheme.

The movements of outstanding share options under the Scheme during the
year ended 31 December 2020 are as follows:

ARFAIEBRRAGBB I RERIEEE
BERF AR ILRERAERT S MAMZRBERBK
R TR HERB AR RT 1 2 RSN 4 1
HEREZRN  RASHEBRESIK L
RIE R Z EABRENTTE - SRBEK
REET &I 2 R E 2 Ht T DA B R %
AR ERR IE AT 2 R B D R AR R A A e
FHEIER AT -

RBEE_Z_FTF+_A=1T—HILFE
T HARTTERRE 2 ZEINT

Number of share options
BREZE
Exercise At Granted Exercised Forfeited  Surrendered Lapsed At
Exercisable price per 1 January during the during the during the during the during the 31 December
Category of participants Date of grant ~ period share 2020 year year year year year 2020
I
i -8-%%
i - k-3 i ) . t2h
SEEEH RiLAH i BRAEE -B-A  ERERH Enfife RN FHE ER&XN =t-H
(HKS) 000 000 000 000 000 000 000
(%7) i T T FA T T T
Employees 31001/2018 31/01/2021- 116 2,167 - - (1,204) - - 93
Eaggregale 30001/2028
At 31/01/2022- 116 2,166 - - (1,203) - - 963
30001/2028
31/01/2023 116 2,167 - - (1,203) - - %4
30001/2028
Sub-total
Nt 6,500 - - (3610) - - 2890
Others* 31001/2018 31/01/2021- 116 3,006 - - (933) (233) - 1,900
n aggregate 30/01/2028
A
At 31/01/2022- 116 3,067 - - (934) (233) - 1900
30001/2028
31/01/2023- 116 3,067 - - (933) (234) - 1,900
30001/2028
Sub-total
gt 9,200 - - (2,300) (700) - 5,700
Total
) 15,700 - - (6,410) 700 - 8,590
* Others include (i) individuals for the time being seconded to work for, any * HapE)ERFARAREBEMKE QT
member of the Group or any substantial shareholder or any company controlled Sl fa] 3 ERE B ok iR = B AR ERIEHIF TR A
by a substantial shareholder, and (ii) person or entity that provides research, A TEMEA  Ri)MAEEEAEKE R
development or other technological support or any advisory, consultancy, AIRHAATE - PR M T SR S I
professional or other services to any member of the Group. - B FEEMRBHATHERS -
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES AND

UNDERLYING SHARES

As at 31 December 2020, so far as the Directors are aware, the following
persons have or are deemed or taken to have an interest and/or short position
in the Shares or the underlying Shares which would fall to be disclosed under
the provisions of Division 2 and 3 of Part XV of the Securities and Futures
Ordinance (the “SFQO”) or which were recorded in the register of the Company
required to be kept by the Company under Section 336 of the SFO, or who
is, directly or indirectly, interested in 5% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at general
meetings of the Company or any other members of the Group:
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Long position in the Shares RRGONEE
Approximate
Number of percentage of
Name of shareholders Capacity/Nature of interests Shares held shareholding
REREBE B RRHE FERGEE BARRBE ST
(Note 4)
(Mi5E4)
Top Access Management Limited Beneficial owner 324,324,325 62.37%
(“Top Access”) E=EAA
China Shuifa Singyes Energy Holdings Interest in a controlled corporation 324,324,325 62.37%
Limited (“Shuifa Singyes”) ﬂ(Note 1)
Bk EE A REE AR AR Ry E R (ML)
(TkEEHZ )
Water Development (HK) Interest in a controlled corporation 324,324,325 62.37%
Holdings Co Limited (Note 2)
(“Water Development (HK)") S E R (M FE2)
IREEE (BB ERERAT
(IREEE(ES) D)
Shuifa Energy Group Co., Ltd. Interest in a controlled corporation 324,324,325 62.37%
(“Shuifa Energy”) g(Note 2)
KEREREEARAF([KEEELIR]) P EE R (HEE2)
Shuifa Group Co., Ltd (“Shuifa Group”) Interest in a controlled corporation 324,324,325 62.37%
KEEBEBERAR(KEEE]) _ (Note 2)
ZiEEE g (MiFr2)
AMATA Limited Beneficial owner 40,000,000 7.69%
EmEBA
Mr. Luo Jingxi Interest in a controlled corporation 40,000,000 7.69%
RERERSE (Note 3)
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN SHARES AND
UNDERLYING SHARES (Continued)

Notes:

1.

The entire issued share capital of Top Access is legally and beneficially owned
by Shuifa Singyes, which is deemed to be interested in the Shares held by Top
Access under Part XV of the SFO.

Water Development is the legal and beneficial owner of 1,687,008,585 shares
of Shuifa Singyes and have a security interest in 180,755,472 shares of Shuifa
Singyes, representing approximately 66.92% and 7.17% of the issued share
capital in Shuifa Singyes respectively. Water Development (HK) is beneficially and
wholly-owned by Shuifa Energy, which is in turn beneficially and wholly-owned
by Shuifa Group. As such, each of Water Development (HK), Shuifa Energy and
Shuifa Group is deemed to be interested in the Shares in which Shuifa Singyes is
interested (through its shareholding in Top Access) under Part XV of the SFO.

AMATA Limited is legally and beneficially owned by Mr. Luo Jingxi, Mr. Hua
Jianjun, Mr. Zhong Qibo and Mr. He Qiangmin as to 39%, 27%, 20% and 14%
respectively. Mr. Luo Jingxi is deemed to be interested in the Shares held by
AMATA Limited under Part XV of the SFO.

The percentage is calculated on the basis of 520,000,000 Shares in issue as at
31 December 2020.

Save as disclosed above, as at 31 December 2020, according to the register
of interests required to be kept by the Company under section 336 of the
SFO, there was no person or corporation other than the Directors and the
Chief Executives whose interests are set out in the section “Directors’ and
Chief Executives’ interests and short positions in Shares, underlying Shares
and debenture of the Company and its associated corporations” below,
had any interest or short position in the Shares or underlying Shares of
the Company that was required to be disclosed to the Company under the
provisions of Divisions 2 and 3 or Part XV of the SFO.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURE OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS

As at 31 December 2020, so far as the Directors are aware, the interests
and short positions of the Directors and chief executives of the Company
in the Shares, underlying Shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the SFO)
which have been notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which they are taken or deemed to have under such provisions of
the SFO) or have been entered in the register maintained by the Company
pursuant to Section 352 of the SFO or which were required, pursuant to
Rules 5.46 to 5.67 of the GEM Listing Rules, have been notified to the
Company and the Stock Exchange, are as follows:

Long positions in the shares of Shuifa Singyes (Note 1)
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Approximate
percentage of

Number of total registered

Name of Director(s) Capacity/Nature of interests Shares held share capital
IR AAE

EEHE B RRtE R EE BHESH
(Note 3)

(f7E3)

Mr. Liu Hongwei Interest of a controlled corporation 203,802,750 8.08%

FIA MR E R rEEE

Notes:

1. Shuifa Singyes is listed in the Main Board of the Stock Exchange with stock
code: 750. Shuifa Singyes is a holding company of the Company pursuant to the
SFO.

2. 203,802,750 shares of Shuifa Singyes are held by Strong Eagle Holdings
Limited, whose share capital is 53% owned by Mr. Liu Hongwei (a non-executive
Director of the Company). Mr. Liu Hongwei is deemed to be interested in these
shares by virtue of the SFO.

3. The percentage is calculated on the basis of 2,521,081,780 shares in issue of
Shuifa Singyes as at 31 December 2020.

(Note 2) (Bf#E2)
st
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Save as disclosed above, as at 31 December 2020, none of the Directors
or chief executives of the Company had any interests or short positions in
the Shares, underlying Shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) that was
required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which was taken or deemed to have under such provisions of the
SFO), or which was required to be recorded pursuant to Section 352 of the
SFO, or as otherwise required pursuant to Rules 5.46 to 5.68 of the GEM
Listing Rules to be notified to the Company and the Stock Exchange.

RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed under the section “Directors’ and Chief Executives’
Interests ad Short Positions in Shares, Underlying Shares and Debentures
of the Company and its associated corporations” above, at no time since the
Listing Date and up to the date of this report, was the Company or any of its
subsidiaries, or any of its fellow subsidiaries, a party to any arrangement to
enable the Directors or chief executives of the Company or their respective
associates (as defined in the GEM Listing Rules) to have any right to
subscribe for securities of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) or to acquire benefits by means
of acquisitions of shares in, or debentures of, the Company or any other body
corporate.

MANAGEMENT CONTRACTS

No contract, other than employment contracts, concerning the management
and administration of the whole or any substantial part of the Company’s
business was entered into or existed during the year ended 31 December
2020.

PERMITTED INDEMNITY PROVISION

No permitted indemnity provision existed during the year ended 31
December 2020.

CHARITABLE DONATIONS

During the year ended 31 December 2020, the Group did not make any
charitable donations (2019: Nil).
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EQUITY-LINKED AGREEMENTS

Other than the share option scheme of the Company as set out under the
heading “Share Option Scheme”, no equity-linked agreements that will or
may result in the Company issuing shares or that require the Company to
enter into any agreements that will or may result in the Company issuing
shares were entered into by the Company or subsisting during the year ended
31 December 2020.

INTEREST IN COMPETING BUSINESSES

Shuifa Singyes, one of the controlling shareholders (as defined under
GEM Listing Rules) of the Company, has entered into the deed of non-
competition dated 23 June 2017 (the “Deed of Non-competition”) in favour
of the Company, details of which were set out in the Prospectus. Pursuant
to the Deed of Non-competition, Shuifa Singyes has undertaken to our
Company (for ourselves and as trustee for each of our subsidiaries) that with
effect from the Listing Date, it shall not, and shall procure each of its close
associates (other than our Group) shall not, whether on its own account or in
conjunction with or on behalf of any person, firm or company and whether
directly or indirectly, whether as a shareholder, director, employee, partner,
agent or otherwise (other than being a director or shareholder of our Group
or members of our Group), carry on or be engaged in, directly or indirectly,
a business which is, or be interested or involved or engaged in or acquire
or hold any rights or interest or otherwise involved in (in each case whether
as a shareholder, partner, agent or otherwise and whether for profit, reward
or otherwise) any business which competes or may in any aspect compete
directly or indirectly with the business or which is similar to the business
currently and may from time to time be engaged by our Group (including but
not limited to the production and sale and businesses ancillary to any of the
foregoing).

During the year ended 31 December 2020 and up to the date of this report,
none of the Directors, the controlling shareholders of the Company or their
respective close associates (as defined under the GEM Listing Rules) had any
business or interest in a business which competes or may compete with the
business of the Group and any other conflicts of interest with the Group.

The controlling shareholders of the Company have confirmed to the Company
that during the year ended 31 December 2020 and up to the date of this
report, Shuifa Singyes and its respective close associates (as defined under
the GEM Listing Rules) have complied with the undertakings contained in the
Deed of Non-competition.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in note 32 to the financial statements headed “Related
party transactions and balances” of this report, no transactions, arrangements
and contracts of significance in relation to our Group’s business to which the
Company or any of its subsidiaries was a party and in which any Director of
the Company or his connected entity had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time during the year
ended 31 December 2020.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor its subsidiaries have purchased, sold or redeemed
any listed securities of the Company during the year end 31 December 2020.

RELATIONSHIPS WITH KEY STAKEHOLDERS

Talent is the core of the Group’s operations, recruiting the most suitable
talent for each position is one of the Group’s important tasks. The Group
strictly complies with relevant laws and regulations and establishes a human
resources management system to protect the legitimate rights and interests
of all employees.

We maintain on-going communication with our customers to ensure
understanding and satisfaction of their demand and expectations, as well as
to constantly improve our services by knowing their satisfactory rates.

As a manufacturing company, the quality of the Group’s products and even
its reputation depend largely on the quality of the raw materials. In order to
ensure the quality of suppliers and maintain a healthy and orderly supply
chain system, the Group has committed to improving the relationship
management of suppliers.
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EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2020, we had a total headcount of 129 (2019: 132) full-
time employees. The remuneration package of our employees includes a
basic salary, allowances and bonuses. The various allowances cover holidays,
social security and housing contributions. We make contributions to all
mandatory social security and housing provident funds for our employees.

The Directors’ fees are subject to shareholders’ approval at general meetings.
Other emoluments are determined by the Company’s Board with reference
to Directors’ duties, responsibilities and performance and the results of the
Group.

TAX RELIEF AND EXEMPTION

The Company is not aware of any relief from taxation available to shareholders
by reason of their holding of the Company’s listed securities.

COMPLIANCE WITH LAWS AND REGULATIONS

The Directors believe that the Group has implemented sufficiently robust
internal control policies and procedures to ensure the on-going compliance
with applicable laws and regulations by the Group, the Directors and the
senior management. During the year ended 31 December 2020 and up to
date of this report, as far as the Company is aware, the Group has complied
in material aspects with applicable laws and regulations.

ENVIRONMENTAL POLICY

The Group pursues best practices for the environment and focuses on the
impact of the Group’s business on the environment and natural resources.
In addition to complying with environmental laws and international
standards and appropriate protection of the natural environment, the
Group also integrates the concept of environmental protection into its
internal management and daily operation activities to achieve the goal of
environmental sustainability.

For details, please refer to the Environmental, Social and Governance Report
2020 which will be published around the end of June 2021.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-
laws, or the law of Bermuda, being the jurisdiction in which the Company is
incorporated.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and within
the knowledge of the Directors, the Company has maintained the prescribed
public float of at least 25% of the Company’s total issued share capital
pursuant to the GEM Listing Rules as at the date of this report.

CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the year ended 31 December 2020, there was no connected
transaction or continuing connect transaction between the Group and its
connected persons (as defined under the GEM Listing Rules) which were
subject to the reporting, announcement and the independent shareholders’
approval requirement under the GEM Listing Rules. No transactions as
set out in the “Related party transactions and balances” in note 32 to the
consolidated financial statements are subject to the reporting, annual review,
announcement and/or independent shareholders’ approval requirements
under Chapter 20 of the GEM Listing Rules.

CLOSURE OF REGISTER OF MEMBERS

The Company would publish an announcement to inform Shareholders and
potential investors about the closure period of the register of members for the
eligibility to attend the forthcoming annual general meeting of the Company.
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AUDITOR

The financial statements of the Company for the year ended 31 December
2020 were audited by Ernst & Young which will retire at the forthcoming
annual general meeting. A resolution for the re-appointment of Ernst & Young
as auditor of the Company will be proposed at the forthcoming annual general
meeting. There has been no change in the Company’s external auditor in any
of the preceding three years.

EVENTS AFTER THE REPORTING PERIOD

The Board is not aware of any significant events affecting the Group, which
have occurred subsequent to 31 December 2020 and up to the date of this
report.

By order of the Board

Zhang Chao
Chairman
Hong Kong, 24 March 2021
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To the shareholders of China Singyes New Materials Holdings Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of China Singyes New
Materials Holdings Limited (the “Company”) and its subsidiaries (the “Group”)
set out on pages 66 to 183 which comprise the consolidated statement of
financial position as at 31 December 2020, the consolidated statement of
profit or loss and other comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair
view of the financial position of the Group as at 31 December 2020 and of
its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting Standards Board
(“IASB”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). Our responsibilities under those standards
are further described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report. We are
independent of the Group in accordance with the HKICPA’s Code of Ethics
for Professional 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.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the consolidated financial statements
of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit addressed the matter
is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities
for the audit of the consolidated financial statements section of our report,
including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the
risks of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the
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accompanying consolidated financial statements.

Key audit matter How our audit addressed the key audit matter

BREKRSEE Bz E TN IEEBRENSEE
Impairment assessment of trade receivables
B WS R E TS

Our audit procedures included the following:

RFMBILF BIELT -

o evaluated and tested the design and operating
effectiveness of the controls over the accounting
process of allowance for impairment and evaluated
management’s assumptions and judgement by
comparing to the historical collection trends;
RARREWEBEALE MR ERES
T2 2 I HI R M A 52 E IR 1E VB R - AT AE
EIRE R RRER R

° checked the accuracy of preparation of the ageing
analysis of trade receivables by customer by tracing the
data back to the source documents;
RAKEREPERG - RET P REEKFUER
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Key audit matter

How our audit addressed the key audit matter

BEREKEE Bz &t NIEEBRENEE
Impairment assessment of trade receivables
B 5 WS B E T

As at 31 December 2020, the net carrying amount of the
Group’s trade receivables amounted to RMB136,923,000
(after netting off an impairment provision of RMB10,955,000),
which was material to the Group’s consolidated financial
statements. The impairment of trade receivables was assessed
based on the expected credit loss model. The assessment of
expected credit losses of trade receivables was performed at
31 December 2020 using simplified approach which involved
significant management judgement and estimation including
their assessment of customers’ current financial positions
and forward-looking information. The assessment was highly
judgmental.

RZZEZEF+ZA=+—H EBESEEZFEKRKEA
0 BR R (B A A R 136,923,000 7T (F Bk 5 (B 5 5 A R s
10,955,000t ) - ¥f BEENGEMBHREABER . &
SEERBEEHRERABARNAYE FEUGRIEEITRERT
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FEWRIE 2 TRERME FRIB R TRV - ER P REREZEXR
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The disclosures about the impairment assessment of trade
receivables are included in notes 3 and 18 to the consolidated
financial statements.

A S RIGRIBRE Rk 1R R & B E RS B Rk bt
3518 °

o checked on a sampling basis, the debtors’ historical
payment patterns and the bank receipts for the
payments received subsequent to the year end;
MRS B ABE £ TR A RARE RABWE]
BT SRAY BRI T U HR

° checked on a sampling basis, the evidence including
correspondence with the debtors for the latest progress
of the outstanding amounts and credit status of these
debtors by performing company search;
MEZEERE  BEEBANRG - THRAREER
SRNSHNEEALBBNTRARERTRZEES
ABERAR

o assessed the expected credit loss provisioning
methodology, examining the key data inputs on a
sampling basis and reviewing the key assumptions used
to determine the expected credit losses, including both
historical and forward-looking information; and
FHMETEEAERBARE L RHREERS R
B AR - WEMNAREEERERBELZ@RER
& BEBERATEEER &

o assessed the disclosures regarding the Group’s
exposure to credit risk in the consolidated financial

statements.
AR a R BRET ESEMMEGRNEERRAEK
o
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Key audit matter

How our audit addressed the key audit matter

BEREXERE Bz &t NIEEBRENEE
Impairment of goodwill
A B

As at 31 December 2020, the Group recorded an amount of
goodwill of RMB6,448,000. Management has performed an
annual impairment test on the recoverability of goodwill as
required by IAS 36. No impairment charge has been recorded
against goodwill in the current year. Certain assumptions
used in the impairment review were subjective and involved
significant judgements and estimates, and they included:
RZEZEF+ZA=+—H BESEHSHEEAR
#6,448,0007T - BB IRBIR G 2RI 369% 2 #2E H
R 2 AT ETF ERERR o NFEI RS EEL
BERX HEEERAZE TREDEHE S RERAE
Kfbst - Mg e :

o the future cash flow growth assumptions used in the
Group’s most recent budgets for the next five years,
including future budgeted revenue and profit margin;
B BERESIIARKAFEERHAHARKE LR
ERREFR - BERREE WG RAEE

° the growth rate used beyond the period covered by the
budgets; and
TEEFMRERFERERAMERE &

° the discount rate applied to future cash flows.

ERAERRBRSRNEBMNRRE -

The accounting estimates and disclosures related to the
impairment assessment of goodwill are included in note 3 and
note 16 to the financial statements.

B RAREREN G 2 et bt RSN BRI E3 R
1614 °

In order to evaluate the impairment test carried out by
management and assess the value-in-use of the cash-
generating unit, we performed the following procedures:
RAEEREMENREIR M GRSEESUNEMAE
B RMEATUTRER

o Evaluated management'’s future cash flow forecasts and
the process by which they were drawn up;
TEEEENARRBREEARZERANGIET A

2

° Analysed the key assumptions adopted by
management, such as the growth rate of revenue and
the budgeted gross margins during the forecast periods
by checking to the historical trend;

RiREEREBE - SONMERERA CB@RERSE - W0
TERIEAE R S A IS R R R IEE EFE

o Performed sensitivity analyses on the forecasts;
IR TRRE DT

° Involved our internal valuation specialists to assist us
in evaluating the methodologies and key valuation
parameters used by the Group and the discount rate
used by comparing to the industry index; and
BTREIEEE - BHEBRMOREEEZ KB M
THE BESBEAFERNTERBREBE2EUREKA
BURRIR K ; &

o Evaluated the adequacy of the Group’s disclosures
regarding goodwill impairment testing.
B BEREEHNHEREIHNKESSRE -
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OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other information. The
other information comprises the information included in the Annual Report,
other than the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated 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 consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the consolidated
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 this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance
with IFRSs issued by the IASB and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or
error.

In preparing the consolidated financial statements, the directors of the
Company are 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 the directors of the
Company either intend to liquidate the Group or to cease operations or have
no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s financial reporting
process.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated 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. Our report is made solely to you, as a body, in
accordance with section 90 of the Bermuda of Companies Act 1981, and for
no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs 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 consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We
also:

° Identify and assess the risks of material misstatement of the
consolidated 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.

o 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 Group’s internal control.
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B M % B R

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

o 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 Group’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 consolidated 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 Group to
cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee 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.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence and
to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,
actions taken to eliminate threats or safeguards applied.
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INDEPENDENT AUDITOR’S REPORT

From the matters communicated with the Audit Committee, we determine
those matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’'s report unless law
or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing
so would reasonably be expected to outweigh the public interest benefits of
such communication.

The engagement partner on the audit resulting in this independent auditor’s
report is Siu Fung Terence Ho.

Ernst & Young

Certified Public Accountants
Hong Kong

24 March 2021

BB ERE

HREZZESBBENEETD  RIVREDR
LEREH ARG U BRROBAZ/E
2 AMEKBRETSHE - RIPERIOX
MARHRAKBELFEER  IRNBFEEN
BRT - HARSHENEZRRNSEAY
BN R RAG B AR FEHNF 8
MAERBEFRRE - BRIRMISRZEE
WEPHMUFRIR o

BB BT R OESER ABAR
s -

RGNS AT
DA

BB
—E-—F=A=+mH

B SRR R AR A ]
CERCEEFERS

65



66

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
B REMAEZERER

Year ended 31 December 2020 HE-E=-TF+-_A=+—HIEFE

2020 2019
—E-EHF —E-NF
Notes RMB’000 RMB’000
BiaE AR¥TT AREEFIT
REVENUE A 4 100,529 148,034
Cost of sales SHE R (76,907) (89,052)
Gross profit ES| 23,622 58,982
Other income and gains = PN S 5 5,658 5,897
Selling and distribution expenses SHE R MY (8,768) (9,587)
Administrative expenses TR (25,702) (22,686)
Reversal of impairment loss/ E 5 UGB R EEE
(impairment loss) on trade receivables BEOREEE) 6 2,979 (7,779)
Interest expense FMEXH 6 (388) (482)
Foreign exchange gain/(loss), net P& 5 Uzs (B518) 958 6 3,506 (1,408)
Other expenses HAbF (1,413) (1,819)
PROFIT/(LOSS) BEFORE TAX BRBLATDRT(&18) 6 (506) 21,118
Income tax credit/(expense) FrisFiife, (Fx) 9 567 (2,605)
PROFIT FOR THE YEAR FERR 61 18,513
OTHER COMPREHENSIVE Htv2mEzE(E8) -
INCOME/(LOSS):
Other comprehensive income/(loss) that 1N E R BRI =R
will not be reclassified to profit or loss NEEERZEMERE
in subsequent periods: Wz (E18)
Exchange differences on translation of MBI FEEmER 2
financial statements [E R ZEXE (3,496) 1,315
TOTAL COMPREHENSIVE rEER2HEKE(EHER)
INCOME/(LOSS) FOR THE YEAR Pkl (3,435) 19,828

China Singyes New Materials Holdings Limited
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
ReBEakHEMEEKER

=

Year ended 31 December 2020 HE T -_ZTF+-_A=+—HILFE

2020 2019
—BoEHF —TNE
Notes RMB’000 RMB’000
BiaE AR¥TT AREFIT
Profit attributable to: AR AT (G5 H) -
Owners of the Company ZIN/NETE 2PN 584 18,221
Non-controlling interests FEPER R (523) 292
61 18,513
Total comprehensive income/(loss) LAFATEGEEZE
attributable to: Wezs,/ (B518) 48 %8 -
Owners of the Company FiN/NEIEZE DN (2,912) 19,536
Non-controlling interests AR (523) 292
(3,435) 19,828
EARNINGS PER SHARE ATTRIBUTABLE ZAATEEREREE AEMWN
TO ORDINARY EQUITY HOLDERS OF BREF
THE COMPANY
Basic and diluted EXREE 11 RMB0.001 RMBO0.035

AR#¥0.001t AR¥0.035T

B SRR R AR A ]
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
an\ I:| Zl-ﬁ%;lﬁ/\ﬂl%

31 December 2020 —E=FTF+=A=+—H

2020 2019
—E-EHF —E-hE
Notes RMB’000 RMB’000
BiaE ARETT AREEFIT
NON-CURRENT ASSETS FIRBEE
Property, plant and equipment W% -~ R &k 12 73,074 67,183
Equity investments designated at fair value & F R AP ET A LM EE
through other comprehensive income sk 2 e IR A 13 5,000 5,000
Prepayments in advance TEfS5RIE 19 1,754 15,116
Deferred tax assets EERIBEE 14 3,762 3,195
Right-of-use assets PREEE 15 6,319 8,058
Goodwill e 16 6,448 6,448
Total non-current assets JEMENE ELRE 96,357 105,000
CURRENT ASSETS RBEE
Inventories 78 17 26,479 19,231
Trade and bills receivables JEWE 55878 & e W E R 18 145,146 131,652
Prepayments, deposits and other receivables FEfHZK « %24 I E b fE U 718 19 29,728 18,747
Financial assets at fair value through EBEATEFABSE EREE
profit or loss 20 - 5,000
Pledged bank balances BRI T4 21 10,054 12,538
Cash and cash equivalents ReRIREEEY 21 8,293 26,932
Total current assets RENBERTE 219,700 214,100
CURRENT LIABILITIES REaE
Trade payables B S ENRIE 22 22,909 19,186
Other payables and accruals E i R RRIE R FE AT B 23 37,086 29,791
Lease liabilities HEBE 15 2,803 1,738
Tax payable JESREIE 1,913 4,346
Provision for product warranties EmEIREE 24 737 583
Total current liabilities mENB (FEERE 65,448 55,644
NET CURRENT ASSETS RBEEFE 154,252 158,456
TOTAL ASSETS LESS CURRENT BEERARBERS
LIABILITIES 250,609 263,456
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
RE MR &

31 December 2020 —ZE=ZFEF+=-HA=+—H

2020 2019
—EB-%F —TNF
Notes RMB’000 RMB’000
BisE ARETT AREET T
NON-CURRENT LIABILITIES FRBEE
Lease liabilities HEAE 15 4,922 6,656
Deferred income FEIEUA 25 4,235 6,869
Total non-current liabilities JEmB A EREE 9,157 13,525
NET ASSETS BEE 241,452 249,931
EQUITY i
Equity attributable to owners of RATEE AELER
the Company
Issued capital BB TR A 26 35,415 35,415
Reserves Ee 28 201,093 209,049
236,508 244,464
Non-controlling interests FEIE IR A 4,944 5,467
Total equity BT 241,452 249,931
Mr. Zhang Chao Mr. Du Peng
RESTE S
Director Director
EF Ea

B SRR R AR A ] 69
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GARREDE

Year ended 31 December 2020 HEZE=-TF+-_A=+—HIFE

Attributable to owners of the Company

NG PN
Share Statutory Share Exchange Non-
Issued premium  Contributed Teserves option Capital ~ fluctuation Retained controlling Total
capital account surplus fund reserve reseres reserve profits Total interests equity
BEf o) EE BRE EikE FER
& HER  HARR fifsg iE  EARE i REER @it BE  EEEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARETn ARETR ARETT ARETT ARETn ARETn ARETT ARETT ARETR
(note 26) (note 28(a)) ~ (note 28(b))  (note 28(c)
(HtzE26) (Fio8(a)  (Wsk8(h))  (MH3E28(0))
At 1 January 2019 R=Z-15-5-R 35415 85,163 1,721 9379 2,384 55,567 826 38513 228,968 5175 234,143
Profitfor the year RERR = - - - - - - 18221 18221 9 18513
Other comprehensive income ~~ FAEM2EME
for the year:
Exchange differences on HENBRRL
translation of financial EXER
statements - - - - - - 1315 - 1315 - 1315
Total comprehensive income. A2 AREESR
for the year - - - - - - 1315 18221 19536 292 19828
Transfer to contributed surplus ~ BAZH AR - (10,000 10,000 = - - - - - - -
Transfer from retained profits ~ EREREEF| - - - 3,002 = = - (3002 - - -
Equity-settled share ption EREE 2 BRE
amangements (nofe 27) ZH(H27) - - - = 1340 = = = 1340 = 1,340
Final 2018 dvidend declared ~ E% =3 N\ERBRE - - (5,380) = = - = - (5380) - (5,380)
At 31 December 2019 WoB-pE
+ZB=1-H 3415 75,163* 6,341 12,381* 3724¢ 5b,567* 2,141 h3,732* 244,464 5467 249931
At 1 January 2020 W-2-%%£-5-A 35415 75,163 6,341* 12,381* 3,724 55,567* 2,141* 53,732F 244,464 5,467 249,931
Profit for the year TEREF - - - - - - - 584 584 (523) 61
Other comprehensive income ~~ FAEM 2T :
for the year:
Exchange differences on HENRRRL
ranslation of financial EXER
statements - - - - - - (3,496) - (3,496) - (3,496)
Total comprehensive income A2 AREESR
for the year - - - - - - (3,496) 584 (2912) (523) (3,435)
Transfer to contributed surplus**  BEZHABH - (10,0000 10,000 - - - - - - - -
Transfer from retained profits ~ ERBRBEF - - - 835 - - - (835) - - -
Equity-settied share option EREE 2 BRE
arangements (nofe 27) wi(Hska7) - - - - (286) - - - (286) - (286)
Final 2019 diidend declared ~ ER=F-NERBRE - - (4,758) - - - - - (4,758) - (4,758)
At 31 December 2020 R-%-%F
+ZB=1-H 35,415 65,163 11,583* 13,216* 3,438* 55,567* (1,355)¢  53,481* 236,508 4,944 241,452

*

* %

These reserve accounts comprise the consolidated reserves of RMB201,093,000
(2019: RMB209,049,000) in the consolidated statement of financial position.

Pursuant to a resolution passed at the general meeting held on 19 June 2020,

an amount of RMB10,000,000 was transferred from the share premium account
to the contributed surplus. Under the Companies Act 1981 of Bermuda, a
company may make distributions to its shareholders out of the contributed
surplus under certain circumstances.
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CONSOLIDATED STATEMENT OF CASH FLOWS
HERERER

Year ended 31 December 2020 HE-ZT-_TF+-A=+—HILFE

2020 2019
—BCF —E-NEF
Notes RMB’000 RMB’000
BiaE AR¥TT AREFIT
CASH FLOWS FROM OPERATING KETHABELSRE
ACTIVITIES
Profit/(loss) before tax BB RTE A, (B5E) (506) 21,118
Adjustments for: FEWT
Depreciation of property, plant and M - BEREETE
equipment 12 12,860 8,569
Depreciation of right-of-use assets FREEETE 15 1,986 2,194
Impairment loss/(reversal of impairment B SRR EEE,
loss) on trade receivables CREEERE ) 18 (2,979) 7,779
Unrealised foreign exchange FEMENEE (W)
losses/(gains), net FER (3,303) 1,187
Equity-settled share option expense, LA A E 2 IR
net of reversal B ER 27 (286) 1,340
Losses/(gain) on disposal of items of HEME - HEKEEEE
property, plant and equipment B8 () 6 (1) 1,757
Bank interest income RITHBUA 5 (173) (122)
Interest on lease liabilities HESEFNE 6 388 482
Deferred income released to profit or loss #2188 HEENW 25 5 (3,680) (3,255)
4,306 41,049
Increase in inventories FEEN (7,248) (3,854)
Decrease/(increase) in trade and bills E 5 W IE K R IR IR
receivables () (10,513) 3,539
Increase in prepayments, deposits and other FB{SFX ~ &% M E b FEUL
receivables SRIEHE AN (4,441) (9,896)
Increase/(decrease) in trade payables B S IEE I, CRd) 3,723 (6)
Increase/(decrease) in other payables and  Hfth BRI 3008 K fE-+ &
accruals #h0,/ Csd) 1,253 (2,809)
Receipt of government grants related to WEF S TEHE 2
expense items KT 4R B - 7,200
Increase/(decrease) in provision for product [ Sh'&E REEE A, Crd>)
warranties, net it 154 (8)
Increase in amounts due from related parties FEHEE:E 5 5 IEIG AN (222) (301)
Decrease in amounts due to related parties &/~ B8:& 7 2B 4> (1,192) =
Cash generated from/(used in) operations X E5F118, /(AT S (14,180) 34914
Income tax paid EPISH (2,433) (3,432)
Net cash flows from/(used in) operating BESEB TS, (FTA)
activities REREFHE (16,613) 31,482

FRREFARERERAT g
—E-REEEEE
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CONSOLIDATED STATEMENT OF CASH FLOWS

RERERER

Year ended 31 December 2020 HE T -FF+—

A=+—RLFE

2020 2019
— —FNF
Notes RMB’000 RMB’000
BiaE AR¥TT ARETIT
CASH FLOWS FROM INVESTING RETHFBELSRE
ACTIVITIES
Purchases of items of property, plantand B EY¥% - BERREER
equipment (5,478) (46,295)
Decrease/(increase) in amounts due from  FEW & T 2B R A~ (3Eh0)
related parties (6,318) 2,268
Decrease/(increase) in pledged deposits BEBIFEZORD,(Em) 2,484 (12,518)
Proceeds from disposal of items of property, HEWE - HEMREHEB 2
plant and equipment P53 s00E 78 =
Receipt of government grants related to assets YXHN & = 48 78 2 BT 4 B 25 1,046 1,325
Decrease/(increase) in financial assets at ?£Q$EE+A?E sl S REE
fair value through profit or loss mA,(3Ehn) 20 5,000 (5,000)
Purchases of equity investments designated ﬁ%f?b*iﬁﬂifﬁ?rkﬁﬂt
at fair value through other comprehensive 2 E Uiz 2 #ERIRE
income - (5,000)
Interest received BEHFIE 173 122
Net cash flows used in investing activities R&EEZEFFARESHE T (3,015) (65,098)
CASH FLOWS FROM FINANCING REEBMERERE
ACTIVITIES
Principal portion of lease payments HMENTHEAS RS (916) (1,835)
Interest portion of lease liabilities HEBRNFEHD (388) (482)
Dividends paid BEAIARE (5,082) (5,380)
Increase/(decrease) in amounts due to FE1T RS $H RIEIE N, CRl
related parties 7,369 (74)
Net cash flows used in financing activities BEEBFFARESHRERE 983 (7,771)
NET DECREASE IN CASH AND CASH HEeERRESEEYWRLFEH
EQUIVALENTS (18,645) (41,387)
Cash and cash equivalents at beginning of ~F¥38& KRS EEY)
year 26,932 68,279
Effect of foreign exchange rate changes, net JMNEFE Rt 55 2 %58 6 40
CASH AND CASH EQUIVALENTS ATEND FXRRERBEZEY
OF YEAR 8,293 26,932
ANALYSIS OF BALANCES OF CASH AND RERBEESZEEYELRDM
CASH EQUIVALENTS
Cash and bank balances (note 21) R& RRTTEEH(FIFE21) 8,293 26,932
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NOTES TO FINANCIAL STATEMENTS

CORPORATE AND GROUP INFORMATION

China Singyes New Materials Holdings Limited (the “Company”) is
a limited liability company incorporated in Bermuda. The registered
office of the Company is located at Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda. The principal place of business of the
Company is located at Unit 3108, 31st Floor, China Merchants Tower,
Shun Tak Center, 168-200 Connaught Road Central, Hong Kong.

The Company is an investment holding company. During the year,
the Company’s subsidiaries were involved in the sale and installation
of Indium Tin Oxide (“ITO”) film, and the research and development,
production, sale and installation of Smart Light-adjusting Film, Smart
Light-adjusting Glass and Smart Light-adjusting Projection System in
Mainland China of the People’s Republic of China (the “PRC”).

In the opinion of the directors of the Company (the “Directors”),
the parent company, the intermediate holding company and the
ultimate holding company are Top Access Management Limited (“Top
Access”), China Shuifa Singyes Energy Holdings Limited (“Shuifa
Singyes”) and Shuifa Group Co., Ltd. (“Shuifa Group”), respectively.
Top Access was incorporated in the British Virgin Islands. Shuifa
Singyes was incorporated in Bermuda and its shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Shuifa Group was incorporated in the PRC.

B 75 ¥R 3R MY R

31 December 2020 —ZE-ZTF+-A=+—H

RAREEER

PR EEMMEHERER AR ([ARQ
Al ARBERETMRIHERAR
R A]HY T 0% 3 BR 3 3k 7% Clarendon
House, 2 Church Street, Hamilton HM
11, Bermuda > ANA &)= B L 2y
REB T EFR168-2005 5=+ L1
EAAE31E3108E -

AARR—ERERER AR - £/ K
RAIZ B R RN EARLME ([ F
B ) REREE B A ([ITO)EE
PREVEHE N2 - ARERETE - B
REFR LI N B BT IR F R AV
TAE HERREK

AARER(EFDRE - ARAINE
NE] - PREERA A REKER AR D
Al & Top Access Management Limited
([Top Access]) ~ FBIKEEFHZEBE IR S
BEBRAR([KEEE ) RKEEEE
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NOTES TO FINANCIAL STATEMENTS

B F ¥R AR BT RE

31 December 2020 —E=FF+=-A=+—H

CORPORATE AND GROUP INFORMATION

(Continued)

Information about subsidiaries

Particulars of the Company’s subsidiaries are as follows:

Place and date of
incorporation/

Issued ordinary/

1.

i

DA REFEH(E)

TRMEARZER

AARIMB AR ZFBNT

Percentage of

registration and registered equity attributable
Name place of operations share capital to the Company Principal activities
TR,
FEwHRAS BRITEE/ AT
8 REXHH AR BREEL TEEH
Direct Indirect
B M
Singyes New Materials (H.K.) Hong Kong Uss$1 100 - Investment holding
Company Limited 28 November 2014 IE REZR
(“New Materials (H.K.)") B
BREEIMRBRAR —T-mE
([BBEE]) +—A=t/NH
Huabei Limited Hong Kong HK$10,000 100 - Investment holding
EEERARAA 23 March 2018 10,000%7C REER
BE
—2-N\F
=A-f=H
Zhuhai Singyes New Materials The PRC/Mainland China RMB62.5 million - 100 Research,
Company Limited® 31 March 2010 AEB625EET manufacture, sale
(“Zhuhai New Materials”) RE /B RRE and installation of
R R R AR AT —I-%f photovoltaic products
([EREmMH e =R=1—H it - Bk HERR
FARER

Yan'an Singyes New Materials The PRC/Mainland China RMB20 million - 75 Research, manufacture,
Company Limited® 1 December 2017 ARE20HET sale and installation of
(“Yan'an New Materials”) R/ B AR new materials

TR BV HBEBB AT —TtF it - Bk HERR
([EZFHEL)O +=A—H FEMB

Shenzhen Kangsheng Photoelectric  The PRC/Mainland China RMB16 million - 75 Research, manufacture
Technology Company Limited® 11 March 2011 AREIGEET and sale of photovoltaic
(“Shenzhen Kangsheng”) EEN S products

RITRELER/ERARAF —2——F gt - BEERHE RN
(IR Eeas 1) =R+—H Em

Notes: Mz -

(a) Zhuhai New Materials registered as a wholly-foreign-owned enterprise

(a) WEIMEHRIEDBEIAREMAING

under the PRC law. BERE -
(b)  Yan’an New Materials and Shenzhen Kangsheng were registered as Sino- (b)  ELFME RV RERBEHBERE
foreign equity joint venture enterprises under the PRC law. At RPN ERE -
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NOTES TO FINANCIAL STATEMENTS

2.1 BASIS OF PREPARATION

These financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRSs”), which comprise
standards and interpretations approved by the International Accounting
Standards Board (the “IASB”), and International Accounting Standards
(“1ASs”) and Standing Interpretations Committee interpretations
approved by the International Accounting Standards Committee that
remain in effect and the disclosure requirements of the Hong Kong
Companies Ordinance. They have been prepared under the historical
cost convention, except for bills receivable and equity investments
which have been measured at fair value. These financial statements
are presented in Renminbi (“RMB”) and all values are rounded to the
nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements
of the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2020. A subsidiary is an
entity, directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of the
investee).

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power

over an investee, including:

(a) the contractual arrangement with the other vote holders of the
investee;

(b)  rights arising from other contractual arrangements; and

(c)  the Group’s voting rights and potential voting rights.
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2.1 BASIS OF PREPARATION (Continued)

Basis of consolidation (Continued)

The financial statements of the subsidiaries are prepared for the same
reporting period as the Company, using consistent accounting policies.
The results of subsidiaries are consolidated from the date on which the
Group obtains control, and continue to be consolidated until the date
that such control ceases.

Profit or loss and each component of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests, even if this results in the non-controlling interests having a
deficit balance. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the
three elements of control described above. A change in the ownership
interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.

If the Group loses control over a subsidiary, it derecognises (i) the
assets (including goodwill) and liabilities of the subsidiary, (ii) the
carrying amount of any non-controlling interest and (iii) the cumulative
translation differences recorded in equity; and recognises (i) the
fair value of the consideration received, (ii) the fair value of any
investments retained and (iii) any resulting surplus or deficit in profit
or loss. The Group’s share of components previously recognised in
other comprehensive income is reclassified to profit or loss or retained
profits, as appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.
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NOTES TO FINANCIAL STATEMENTS

2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

The Group has adopted the Conceptual Framework for Financial
Reporting 2018 and the following revised IFRSs for the first time for the
current year’s financial statements.

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9, IAS 39 Interest Rate Benchmark Reform
and IFRS 7

Amendments to IAS 1 and IAS 8  Definition of Material

The nature and impact of the Conceptual Framework for Financial
Reporting 2018 and revised IFRS are described below:

Conceptual Framework for Financial Reporting 2018 (the “Conceptual
Framework”) sets out a comprehensive set of concepts for financial
reporting and standard setting, and provides guidance for preparers of
financial statements in developing consistent accounting policies and
assistance to all parties to understand and interpret the standards. The
Conceptual Framework includes new chapters on measurement and
reporting financial performance, new guidance on the derecognition of
assets and liabilities, and updated definitions and recognition criteria
for assets and liabilities. It also clarifies the roles of stewardship,
prudence and measurement uncertainty in financial reporting. The
Conceptual Framework is not a standard, and none of the concepts
contained therein override the concepts or requirements in any
standard. The Conceptual Framework did not have any significant
impact on the financial position and performance of the Group.
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31 December 2020 —E=FF+=-A=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND

2.2 St BERKESB(E)

DISCLOSURES (Continued)

Amendments to IFRS 3 clarify and provide additional guidance on the
definition of a business. The amendments clarify that for an integrated
set of activities and assets to be considered a business, it must include,
at a minimum, an input and a substantive process that together
significantly contribute to the ability to create output. A business can
exist without including all of the inputs and processes needed to create
outputs. The amendments remove the assessment of whether market
participants are capable of acquiring the business and continue to
produce outputs. Instead, the focus is on whether acquired inputs
and acquired substantive processes together significantly contribute
to the ability to create outputs. The amendments have also narrowed
the definition of outputs to focus on goods or services provided to
customers, investment income or other income from ordinary activities.
Furthermore, the amendments provide guidance to assess whether an
acquired process is substantive and introduce an optional fair value
concentration test to permit a simplified assessment of whether an
acquired set of activities and assets is not a business. The Group has
applied the amendments prospectively to transactions or other events
that occurred on or after 1 January 2020. The amendments did not
have any impact on the financial position and performance of the
Group.
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NOTES TO FINANCIAL STATEMENTS

2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (Continued)

Amendments to IFRS 9, IAS 39 and IFRS 7 address issues affecting
financial reporting in the period before the replacement of an existing
interest rate benchmark with an alternative risk-free rate (“RFR”). The
amendments provide temporary reliefs which enable hedge accounting
to continue during the period of uncertainty before the introduction of
the alternative RFR. In addition, the amendments require companies
to provide additional information to investors about their hedging
relationships which are directly affected by these uncertainties. The
amendments did not have any impact on the financial position and
performance of the Group as the Group does not have any interest rate
hedging relationships.

Amendments to IAS 1 and IAS 8 provide a new definition of material.
The new definition states that information is material if omitting,
misstating or obscuring it could reasonably be expected to influence
decisions that the primary users of general purpose financial
statements make on the basis of those financial statements. The
amendments clarify that materiality will depend on the nature or
magnitude of information, or both. The amendments did not have any
significant impact on the financial position and performance of the
Group.
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NOTES TO FINANCIAL STATEMENTS

B F ¥R AR BT RE

31 December 2020 —E=FF+=-A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs

The Group has not applied the following new and revised IFRSs,
that have been issued but are not yet effective, in these financial

statements.

Amendments to IFRS 3

Amendments to IFRS 9, IAS
39 and IFRS 7, IFRS 4 and

IFRS 16

Amendments to IFRS 10 and

IAS 28

IFRS 17

Amendments to IFRS 17

Amendments to IAS 1

Amendments to IAS 1

Amendments to IAS 8

Amendments to IAS 16

Amendments to IAS 37
Amendment to IFRS 16
Annual Improvements to

IFRS Standards
2018-2020

Reference to the Conceptual
Framework?

Interest Rate Benchmark Reform —
Phase 2!

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture?

Insurance Contracts®
Insurance Contracts® ®

Classification of Liabilities as Current or
Non-current®
Disclosure of Accounting Policies®

Definition of Accounting Estimates’®

Property, Plant and Equipment:
Proceeds before Intended Use?

Onerous Contracts — Cost of Fulfilling a
Contracts?
COVID-19-Related Rent Concessions®

Amendments to IFRS 1, IFRS 9,
Illustrative Examples accompanying
IFRS 16, and IAS 412
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NOTES TO FINANCIAL STATEMENTS

2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs

(Continued)

L Effective for annual periods beginning on or after 1 January 2021

2 Effective for annual periods beginning on or after 1 January 2022

e Effective for annual periods beginning on or after 1 January 2023

& No mandatory effective date yet determined but available for adoption

5 As a consequence of the amendments to IFRS 17 issued in June 2020,

IFRS 4 was amended to extend the temporary exemption that permits
insurers to apply IAS 39 rather than IFRS 9 for annual periods beginning
before 1 January 2023

© Effective for annual periods beginning on or after 1 June 2020

Further information about those IFRSs that are expected to be
applicable to the Group is described below.

Amendments to IFRS 3 are intended to replace a reference to the
previous Framework for the Preparation and Presentation of Financial
Statements with a reference to the Conceptual Framework for Financial
Reporting issued in March 2018 without significantly changing its
requirements. The amendments also add to IFRS 3 an exception to its
recognition principle for an entity to refer to the Conceptual Framework
to determine what constitutes an asset or a liability. The exception
specifies that, for liabilities and contingent liabilities that would be
within the scope of IAS 37 or IFRIC 21 if they were incurred separately
rather than assumed in a business combination, an entity applying
IFRS 3 should refer to IAS 37 or IFRIC 21 respectively instead of the
Conceptual Framework. Furthermore, the amendments clarify that
contingent assets do not qualify for recognition at the acquisition date.
The Group expects to adopt the amendments prospectively from 1
January 2022. Since the amendments apply prospectively to business
combinations for which the acquisition date is on or after the date of
first application, the Group will not be affected by these amendments
on the date of transition.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2020 —E=FF+=-A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs

(Continued)

Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 address
issues not dealt with in the previous amendments which affect financial
reporting when an existing interest rate benchmark is replaced with
an alternative RFR. The Phase 2 amendments provide a practical
expedient to allow the effective interest rate to be updated without
adjusting the carrying amount when accounting for changes in the
basis for determining the contractual cash flows of financial assets and
liabilities, if the change is a direct consequence of the interest rate
benchmark reform and the new basis for determining the contractual
cash flows is economically equivalent to the previous basis immediately
preceding the change. In addition, the amendments permit changes
required by the interest rate benchmark reform to be made to
hedge designations and hedge documentation without the hedging
relationship being discontinued. Any gains or losses that could arise on
transition are dealt with through the normal requirements of IFRS 9 to
measure and recognise hedge ineffectiveness. The amendments also
provide a temporary relief to entities from having to meet the separately
identifiable requirement when an RFR is designated as a risk
component. The relief allows an entity, upon designation of the hedge,
to assume that the separately identifiable requirement is met, provided
the entity reasonably expects the RFR risk component to become
separately identifiable within the next 24 months. Furthermore, the
amendments require an entity to disclose additional information to
enable users of financial statements to understand the effect of interest
rate benchmark reform on an entity’s financial instruments and risk
management strategy. The amendments are effective for annual
periods beginning on or after 1 January 2021 and shall be applied
retrospectively, but entities are not required to restate the comparative
information.

The Group had no certain interest-bearing bank and other borrowings as
at 31 December 2020. The amendments are not expected to have any
significant impact on the Group’s financial statements.
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NOTES TO FINANCIAL STATEMENTS

2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs

(Continued)

Amendments to IFRS 10 and IAS 28 address an inconsistency
between the requirements in IFRS 10 and in IAS 28 in dealing
with the sale or contribution of assets between an investor and its
associate or joint venture. The amendments require a full recognition
of a gain or loss when the sale or contribution of assets between an
investor and its associate or joint venture constitutes a business. For
a transaction involving assets that do not constitute a business, a gain
or loss resulting from the transaction is recognised in the investor's
profit or loss only to the extent of the unrelated investor’s interest in
that associate or joint venture. The amendments are to be applied
prospectively. The previous mandatory effective date of amendments to
IFRS 10 and IAS 28 was removed by the IASB in December 2015 and
a new mandatory effective date will be determined after the completion
of a broader review of accounting for associates and joint ventures.
However, the amendments are available for adoption now.

Amendments to IAS 1 clarify the requirements for classifying liabilities
as current or non-current. The amendments specify that if an entity’s
right to defer settlement of a liability is subject to the entity complying
with specified conditions, the entity has a right to defer settlement of
the liability at the end of the reporting period if it complies with those
conditions at that date. Classification of a liability is unaffected by the
likelihood that the entity will exercise its right to defer settlement of the
liability. The amendments also clarify the situations that are considered
a settlement of a liability. The amendments are effective for annual
periods beginning on or after 1 January 2023 and shall be applied
retrospectively. Earlier application is permitted. The amendments are
not expected to have any significant impact on the Group’s financial
statements.
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31 December 2020 —E=FF+=-A=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs

(Continued)

Amendments to IAS 16 prohibit an entity from deducting from the cost
of an item of property, plant and equipment any proceeds from selling
items produced while bringing that asset to the location and condition
necessary for it to be capable of operating in the manner intended by
management. Instead, an entity recognises the proceeds from selling
any such items, and the cost of those items, in profit or loss. The
amendments are effective for annual periods beginning on or after
1 January 2022 and shall be applied retrospectively only to items of
property, plant and equipment made available for use on or after the
beginning of the earliest period presented in the financial statements
in which the entity first applies the amendments. Earlier application is
permitted. The amendments are not expected to have any significant
impact on the Group’s financial statements.

Amendments to IAS 37 clarify that for the purpose of assessing
whether a contract is onerous under IAS 37, the cost of fulfilling the
contract comprises the costs that relate directly to the contract. Costs
that relate directly to a contract include both the incremental costs
of fulfilling that contract (e.g., direct labour and materials) and an
allocation of other costs that relate directly to fulfilling that contract
(e.g., an allocation of the depreciation charge for an item of property,
plant and equipment used in fulfilling the contract as well as contract
management and supervision costs). General and administrative
costs do not relate directly to a contract and are excluded unless they
are explicitly chargeable to the counterparty under the contract. The
amendments are effective for annual periods beginning on or after 1
January 2022 and shall be applied to contracts for which an entity
has not yet fulfilled all its obligations at the beginning of the annual
reporting period in which it first applies the amendments. Earlier
application is permitted. Any cumulative effect of initially applying the
amendments shall be recognised as an adjustment to the opening
equity at the date of initial application without restating the comparative
information. The amendments are not expected to have any significant
impact on the Group’s financial statements.

China Singyes New Materials Holdings Limited
Annual Report 2020

2.3 ERMERERERNEFRE

BmELER(E)

et ERIFELeH (BRI A)EILE
BRYE  BERREBRATHGRE
EEDEEERTEMNAERMRE(RE
B SR ) BRTEEN AL ERR
% AR ERAKHEEMNEREAR
BT S RIR R AGT AR « ZFER]
RE-ZT - —F—H—HalzERHRIRE
FEMBEAR  WESBEREAERE
FRIEFT AE S A ER 25N & EH
R mE SRR EERNYE - BE
KEREAEBEPER - LFHERRR o
BHZFEI AT HARBENTER
REEFEFMERTE -

B &5t ERIFEI73R(EFTAR)BR -
ARBEFR S EREI7 R EE L
EEBERIEMS - BITEONKAE
EEANERBERNKAE - BENER
MK ABIEEITZA KRG ERA
(PIanEE S T RME) REBITRHE
B E MR A DB (FI20 7 B BT T
BHPTRYZE - BEMRERBNITE
FASXUAREMEREEBKA) - —&
RTBRERBEAOWEEREE  RIE
BR\EAETFTIRE - BRIEEHR
FEON - ZEBRTAB B - —F—F—
Bk &R HFEHRAR - AEM
RERBERERBRETANFERERS
BEMAGSEEHRETEEBETN
BH - REFRERMN - IFEBIERTH
E REFERNYIGER B RS
HyEaNAR  BBASILHLRE
£ o RERZ S BRI AT U AEENES
BRRELEMNERTE -



NOTES TO FINANCIAL STATEMENTS

2.3 ISSUED BUT NOT YET EFFECTIVE IFRSs

(Continued)

Annual Improvements to IFRSs Standards 2018-2020 sets out
amendments to IFRS 1, IFRS 9, lllustrative Examples accompanying
IFRS 16, and IAS 41. Details of the amendments that are expected to
be applicable to the Group are as follows:

IFRS 9 Financial Instruments: clarifies the fees that an entity includes
when assessing whether the terms of a new or modified financial
liability are substantially different from the terms of the original financial
liability. These fees include only those paid or received between the
borrower and the lender, including fees paid or received by either
the borrower or lender on the other’s behalf. An entity applies the
amendment to financial liabilities that are modified or exchanged on or
after the beginning of the annual reporting period in which the entity
first applies the amendment. The amendment is effective for annual
periods beginning on or after 1 January 2022. Earlier application is
permitted. The amendment is not expected to have a significant impact
on the Group’s financial statements.

IFRS 16 Leases: removes the illustration of payments from the
lessor relating to leasehold improvements in lllustrative Example 13
accompanying IFRS 16. This removes potential confusion regarding
the treatment of lease incentives when applying IFRS 16.

Amendment to IFRS 16 provides a practical expedient for lessees to
elect not to apply lease modification accounting for rent concessions
arising as a direct consequence of the COVID-19 pandemic. The
practical expedient applies only to rent concessions occurring as a
direct consequence of the pandemic and only if (i) the change in
lease payments results in revised consideration for the lease that
is substantially the same as, or less than, the consideration for the
lease immediately preceding the change; (ii) any reduction in lease
payments affects only payments originally due on or before 30 June
2021; and (iii) there is no substantive change to other terms and
conditions of the lease. The amendment is effective for annual periods
beginning on or after 1 June 2020 with earlier application permitted.
The amendment is not expected to have any impact on the financial
position and performance of the Group as the Group has no lease
concession arising from by COVID-19.

Bt 5 ¥R AR BT RE

31 December 2020 —ZE=FTF+=A=+—H

2.3 B EHE K E MBS
3 5 R (1)

BRI IR ER —FE— \FE —F =
FFF AT B B s 2RI 5
15% - BRI B3R RIS - BT
B 75 3R 5 #E BI 2B 1657 BB Y 2 #8191 ) [
R HERIF 415 2 EET R - FBEHE
AR BEZERABINZSETAFEBOT ¢

BRI RERANEOR LM TA - &
BRERNEEEH IR ERERE
BENHRFRARERABENGRFEES
EZRNMESNER - ZFERERR
ERAEERA 2 BB XM Emn &
A BREERAIERARKREMMT X
NN ER - ERSHBEITAR
RARERERERERETANEER
SHIRRK ZRERXIXBNERE
& ZEBIAE T __F—F—H
2 RFIEEFE RN - RFHRER
R - MR EETA TG HAKER
MBRRELIMNEATE

BRI 5 RE LR EIRAE - Mk
B IR 755 ¥R o5 22 ) 26 165 B PI 2 #8471
1I3FARBEMERENDEANK
A o LEVHRN R A B 5 RE
RIS 1655 A B H SRR b iR 32 7 |
R BN

BB s & 2RI 165 (BT AN) B
EEARBAITEERE - ALRETH
COVID-19% IBEEEEMHCERIE
BHEEETSTERIE - ATHRE A
HRARFAERASREEEEENT
SHEERNERTIIERFSEA : )
fEfREshEnHaERBaMER
ISR EBARBBS N RPN EE
FEAMBEERE  (VHERMROE
RREFERIHAR T _—F<
A=1+H3z M i) &
HM G RGBT E S - 2{E
AR _ZE_ZTF A —H AR
FE R B - AR ERA -
ZIET AT TS H AL B BN K
FRIBERTATE  BAEETERE
COVID-19%IHHEZR, ©

B SRR R AR A ]
CERCEEFERS

85



86

NOTES TO FINANCIAL STATEMENTS
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31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES
Business combinations and goodwill

Business combinations not under common control are accounted
for using the acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum of the
acquisition date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for control of the
acquiree. For each business combination, the Group elects whether to
measure the non-controlling interests in the acquiree that are present
ownership interests and entitle their holders to a proportionate share of
net assets in the event of liquidation at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All other components of
non-controlling interests are measured at fair value. Acquisition-related
costs are expensed as incurred.

The Group determines that it has acquired a business when
the acquired set of activities and assets includes an input and a
substantive process that together significantly contribute to the ability
to create outputs.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes the
separation of embedded derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the previously held
equity interest is remeasured at its acquisition date fair value and any
resulting gain or loss is recognised in profit or loss.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Business combinations and goodwill (Continued)

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at fair value
with changes in fair value recognised in profit or loss. Contingent
consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate
of the consideration transferred, the amount recognised for non-
controlling interests; and any fair value of the Group’s previously held
equity interests in the acquiree over the identifiable net assets acquired
and liabilities assumed. If the sum of this consideration and other items
is lower than the fair value of the net assets acquired, the difference
is, after reassessment, recognised in profit or loss as a gain on bargain
purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group performs
its annual impairment test of goodwill as at 31 December. For the
purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group are
assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the
cash-generating unit (group of cash-generating units) to which the
goodwill relates. Where the recoverable amount of the cash-generating
unit (group of cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss recognised for
goodwill is not reversed in a subsequent period.
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NOTES TO FINANCIAL STATEMENTS
B %5 3R B

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Business combinations and goodwill (Continued)

Where goodwill has been allocated to a cash-generating unit (or group
of cash-generating units) and part of the operation within that unit is
disposed of, the goodwill associated with the operation disposed of is
included in the carrying amount of the operation when determining
the gain or loss on the disposal. Goodwill disposed of in these
circumstances is measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit retained.

Merger accounting for business combinations under common control

The acquisition of subsidiaries under common control has been
accounted for using merger accounting principles. The merger method
of accounting involves incorporating the financial statement items of
the combining entities or businesses in which the common control
combination occurs as if they had been consolidated from the date
when the combining entities or businesses first came under the control
of the controlling party.

Fair value measurement

The Group measures its bills receivables, structure deposits and equity
investments at fair value at the end of each reporting period. Fair value
is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at
the measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability
takes place either in the principal market for the asset or liability, or in
the absence of a principal market, in the most advantageous market
for the asset or liability. The principal or the most advantageous market
must be accessible by the Group. The fair value of an asset or a liability
is measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants
act in their economic best interest.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Fair value measurement (Continued)

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in
the financial statements are categorised within the fair value hierarchy,
described as follows, based on the lowest level input that is significant
to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets
for identical assets or liabilities

Level 2 —  based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
observable, either directly or indirectly

Level 3 —  based on valuation techniques for which the lowest level
input that is significant to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the financial statements
on a recurring basis, the Group determines whether transfers have
occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment
testing for an asset is required (other than inventories, deferred
tax assets and financial assets), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the asset’s
or cash-generating unit’s value in use and its fair value less costs of
disposal, and is determined for an individual asset, unless the asset
does not generate cash inflows that are largely independent of those
from other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset
belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. An impairment
loss is charged to profit or loss in the period in which it arises in those
expense categories consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to
whether there is an indication that previously recognised impairment
losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset other than goodwill is reversed
only if there has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount higher than
the carrying amount that would have been determined (net of any
depreciation/amortisation) had no impairment loss been recognised
for the asset in prior years. A reversal of such an impairment loss is
credited to profit or loss in the period in which it arises.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Related parties

A party is considered to be related to the Group if:

or

the party is a person or a close member of that person’s family
and that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management personnel of the
Group or of a parent of the Group;

the party is an entity where any of the following conditions
applies:

(i)  the entity and the Group are members of the same group;

(i) one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of the
other entity);

(iii)  the entity and the Group are joint ventures of the same
third party;

(iv)  one entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for the benefit
of employees of either the Group or an entity related to the
Group;
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NOTES TO FINANCIAL STATEMENTS
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31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Related parties (Continued)

(vi)  the entity is controlled or jointly controlled by a person
identified in (a);

(vii) a person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity); and

(viii) the entity, or any member of a group of which it is a part,
provides key management personnel services to the Group
or to the parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of bringing the
asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment have
been put into operation, such as repairs and maintenance, is normally
charged to profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the expenditure
for a major inspection is capitalised in the carrying amount of the
asset as a replacement. Where significant parts of property, plant
and equipment are required to be replaced as intervals, the Group
recognises such parts as individual assets with specific useful lives and
depreciates them accordingly.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Property, plant and equipment and depreciation
(Continued)

Depreciation is calculated on the straight-line basis to write off the cost
of each item of property, plant and equipment to its residual value (nil
to 5% of cost) over its estimated useful life. The estimated useful lives
of property, plant and equipment are as follows:

Plant and machinery 5-10 years
Motor vehicles 5 years
Office equipment 3-5 years

Where parts of an item of property, plant and equipment have different
useful lives, the cost of that item is allocated on a reasonable basis
among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and
adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or
loss on disposal or retirement recognised in profit or loss in the year the
asset is derecognised is the difference between the net sales proceeds
and the carrying amount of the relevant asset.

Construction in progress represents items of property, plant and
equipment under construction, which are stated at cost less any
impairment losses, and are not depreciated. Cost comprises the
direct costs of construction and capitalised borrowing costs on related
borrowing funds during the period of construction. Construction in
progress is reclassified to the appropriate category of property, plant
and equipment when completed and ready for use.
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31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a business
combination is the fair value at the date of acquisition. The useful
lives of intangible assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently amortised over the
useful economic life and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible asset with a finite
useful life are reviewed at least at each financial year end.

Research and development costs
All research costs are charged to profit or loss as incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate the
technical feasibility of completing the intangible asset so that it will
be available for use or sale, its intention to complete and its ability
to use or sell the asset, how the asset will generate future economic
benefits, the availability of resources to complete the project and the
ability to measure reliably the expenditure during the development.
Product development expenditure which does not meet these criteria is
expensed when incurred.

Leases

The Group assesses at contract inception whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases (Continued)

Group as a lessee

The Group applies a single recognition and measurement approach for
all leases, except for short-term leases and leases of low-value assets.

The Group recognises lease liabilities to make lease payments and

right-of-use assets representing the right to use the underlying assets.

(a)

Right-of-use assets

Right-of-use assets are recognised at the commencement date
of the lease (that is the date the underlying asset is available
for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities
recognised, initial direct costs incurred, and lease payments
made at or before the commencement date less any lease
incentives received. Right-of-use assets are depreciated on a
straight-line basis over the shorter of the lease terms and the
estimated useful lives of the assets as follows:

Plant and office premises 2-5 years
If ownership of the leased asset transfers to the Group by the
end of the lease term or the cost reflects the exercise of a
purchase option, depreciation is calculated using the estimated
useful life of the asset.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Leases (Continued)

Group as a lessee (Continued)

(b)

Lease liabilities

Lease liabilities are recognised at the commencement date of
the lease at the present value of lease payments to be made
over the lease term. The lease payments include fixed payments
(including in-substance fixed payments) less any lease incentives
receivable, variable lease payments that depend on an index or
a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price
of a purchase option reasonably certain to be exercised by the
Group and payments of penalties for termination of a lease, if the
lease term reflects the Group exercising the option to terminate
the lease. The variable lease payments that do not depend on
an index or a rate are recognised as an expense in the period in
which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group
uses its incremental borrowing rate at the lease commencement
date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest
and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in lease
payments (e.g., a change to future lease payments resulting
from a change in an index or rate) or a change in assessment of
an option to purchase the underlying asset.

The Group elected to present lease liabilities separately in the
consolidated statement of financial position.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Leases (Continued)

Group as a lessee (Continued)

(c)  Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to its short-term leases (that is those leases that have a lease
term of 12 months or less from the commencement date and do
not contain a purchase option). It also applies the recognition
exemption for leases of low-value assets that are considered to
be of low value.

Lease payments on short-term leases and leases of low-value
assets are recognised as an expense on a straight-line basis over
the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or
when there is a lease modification) each of its leases as either an
operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the
risks and rewards incidental to ownership of an asset are classified
as operating leases. When a contract contains lease and non-lease
components, the Group allocates the consideration in the contract to
each component on a relative stand-alone selling price basis. Rental
income is accounted for on a straight-line basis over the lease terms
and is included in revenue in profit or loss due to its operating nature.
Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and
recognised over the lease term on the same basis as rental income.
Contingent rents are recognised as revenue in the period in which they
are earned.

Leases that transfer substantially all the risks and rewards incidental
to ownership of an underlying asset to the lessee are accounted for as
finance leases.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently
measured at amortised cost, fair value through other comprehensive
income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends
on the financial asset’s contractual cash flow characteristics and the
Group’s business model for managing them. With the exception of
trade receivables that do not contain a significant financing component
or for which the Group has applied the practical expedient of not
adjusting the effect of a significant financing component, the Group
initially measures a financial asset at its fair value, plus in the case
of a financial asset not at fair value through profit or loss, transaction
costs. Trade receivables that do not contain a significant financing
component or for which the Group has applied the practical expedient
are measured at the transaction price determined under IFRS 15 in
accordance with the policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive income, it
needs to give rise to cash flows that are solely payments of principal
and interest (“SPPI”) on the principal amount outstanding. Financial
assets with cash flows that are not SPPI are classified and measured at
fair value through profit or loss, irrespective of the business model.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Investments and other financial assets (Continued)
Initial recognition and measurement (Continued)

The Group’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both.
Financial assets classified and measured at amortised cost are held
within a business model with the objective to hold financial assets in
order to collect contractual cash flows, while financial assets classified
and measured at fair value through other comprehensive income are
held within a business model with the objective of both holding to
collect contractual cash flows and selling. Financial assets which are
not held within the aforementioned business models are classified and
measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to purchase
or sell the asset. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the period
generally established by regulation or convention in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using
the effective interest method and are subject to impairment. Gains and
losses are recognised in profit or loss when the asset is derecognised,
modified or impaired.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Investments and other financial assets (Continued)
Subsequent measurement (Continued)

Financial assets at fair value through other comprehensive income (debt
instruments)

For debt investments at fair value through other comprehensive
income, interest income, foreign exchange revaluation and impairment
losses or reversals are recognised in profit or loss and computed in the
same manner as for financial assets measured at amortised cost. The
remaining fair value changes are recognised in other comprehensive
income. Upon derecognition, the cumulative fair value change
recognised in other comprehensive income is recycled to profit or loss.

Financial assets designated at fair value through other comprehensive
income (equity investments)

Upon initial recognition, the Group can elect to classify irrevocably
its equity investments as equity investments designated at fair value
through other comprehensive income when they meet the definition of
equity under |AS 32 Financial Instruments: Presentation and are not
held for trading. The classification is determined on an instrument-by-
instrument basis.

Gains and losses on these financial assets are never recycled to profit
or loss. Dividends are recognised as other income in the statement
of profit or loss when the right of payment has been established, it is
probable that the economic benefits associated with the dividend will
flow to the Group and the amount of the dividend can be measured
reliably, except when the Group benefits from such proceeds as a
recovery of part of the cost of the financial asset, in which case such
gains are recorded in other comprehensive income. Equity investments
designated at fair value through other comprehensive income are not
subject to impairment assessment.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (Continued)
Subsequent measurement (Continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value recognised in profit or loss.

This category includes derivative instruments and equity investments
which the Group had not irrevocably elected to classify at fair value
through other comprehensive income. Dividends on equity investments
classified as financial assets at fair value through profit or loss are also
recognised as other income in profit or loss when the right of payment
has been established, it is probable that the economic benefits
associated with the dividend will flow to the Group and the amount of
the dividend can be measured reliably.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised (i.e.,
removed from the Group’s consolidated statement of financial position)
when:

° the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received cash
flows in full without material delay to a third party under a “pass-
through” arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset, or (b) the
Group has neither transferred nor retained substantially all the
risks and rewards of the asset, but has transferred control of the
asset.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Derecognition of financial assets (Continued)

When the Group has transferred its rights to receive cash flows from an
asset or has entered into a pass-through arrangement, it evaluates if,
and to what extent, it has retained the risk and rewards of ownership
of the assets. When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred control of the
asset, the Group continues to recognise the transferred asset to the
extent of the Group’s continuing involvement. In that case, the Group
also recognises an associated liability. The transferred asset and the
associated liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs”)
for all debt instruments not held at fair value through profit or loss.
ECLs are based on the difference between the contractual cash flows
due in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at an approximation of the
original effective interest rate. The expected cash flows will include
cash flows from the sale of collateral held or other credit enhancements
that are integral to the contractual terms.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Impairment of financial assets (Continued)
General approach

ECLs are recognised in two stages. For credit exposures for which
there has not been a significant increase in credit risk since initial
recognition, ECLs are provided for credit losses that result from default
events that are possible within the next 12 months (a 12-month ECL).
For those credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss allowance is
required for credit losses expected over the remaining life of the
exposure, irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit risk on a
financial instrument has increased significantly since initial recognition.
When making the assessment, the Group compares the risk of a
default occurring on the financial instrument as at the reporting date
with the risk of a default occurring on the financial instrument as at the
date of initial recognition and considers reasonable and supportable
information that is available without undue cost or effort, including
historical and forward-looking information.

The Group considers a financial asset in default when contractual
payments are 90 days past due. However, in certain cases, the Group
may also consider a financial asset to be in default when internal or
external information indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into account any
credit enhancements held by the Group. A financial asset is written off
when there is no reasonable expectation of recovering the contractual
cash flows.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Impairment of financial assets (Continued)
General approach (Continued)

Debt investments at fair value through other comprehensive income
and financial assets at amortised cost are subject to impairment under
the general approach and they are classified within the following stages
for measurement of ECLs except for trade receivables and contract
assets which apply the simplified approach as detailed below.

Stage 1 — Financial instruments for which credit risk has not
increased significantly since initial recognition and for
which the loss allowance is measured at an amount
equal to 12-month ECLs

Stage 2 —  Financial instruments for which credit risk has increased
significantly since initial recognition but that are not
credit-impaired financial assets and for which the loss
allowance is measured at an amount equal to lifetime
ECLs

Stage 3 —  Financial assets that are credit-impaired at the reporting
date (but that are not purchased or originated credit-
impaired) and for which the loss allowance is measured
at an amount equal to lifetime ECLs.

Simplified approach

For trade receivables that do not contain a significant financing
component or when the Group applies the practical expedient of
not adjusting the effect of a significant financing component, the
Group applies the simplified approach in calculating ECLs. Under the
simplified approach, the Group does not track changes in credit risk,
but instead recognises a loss allowance based on lifetime ECLs at each
reporting date. The Group has established a provision matrix that is
based on its historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic environment.

For trade receivables that contain a significant financing component,
the Group chooses as its accounting policy to adopt the simplified
approach in calculating ECLs with policies as described above.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings,
payables, or as derivatives designated as hedging instruments in an
effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the
case of loans and borrowings, and payables, net of directly attributable
transaction costs.

The Group’s financial liabilities include trade payables, other payables
and lease liabilities.

Subsequent measurement

The subsequent measurement of the Group’s loans and borrowings is as
follows:

Financial liabilities at amortised cost (loans and borrowings)

After initial recognition, the Group’s financial liabilities are subsequently
measured at amortised cost, using the effective interest rate method
unless the effect of discounting would be immaterial, in which case
they are stated at cost. Gains and losses are recognised in profit or loss
when the liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in profit or loss.
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31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification
is treated as a derecognition of the original liability and a recognition
of a new liability, and the difference between the respective carrying
amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if there is a currently
enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the weighted average basis and, in the case of
work in progress and finished goods, comprises direct materials, direct
labour and an appropriate proportion of overheads. Net realisable
value is based on estimated selling prices less any estimated costs to
be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and
cash equivalents comprise cash on hand and demand deposits, and
short term highly liquid investments that are readily convertible into
known amounts of cash, are subject to an insignificant risk of changes
in value, and have a short maturity of generally within three months
when acquired.

For the purpose of the consolidated statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including term deposits, which are not restricted as to use.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the amount
of the obligation.

When the effect of discounting is material, the amount recognised for a
provision is the present value at the end of the reporting period of the
future expenditures expected to be required to settle the obligation.
The increase in the discounted present value amount arising from the
passage of time is included in finance costs in profit or loss.

The Group provides for warranties in relation to the sale of certain
products for general repairs of defects occurring during the warranty
period. Provisions for these assurance-type warranties granted by the
Group are recognised based on sales volume and past experience of
the level of repairs and returns, discounted to their present values as
appropriate.

Income tax

Income tax comprises current and deferred tax. Income tax relating to
items recognised outside profit or loss is recognised outside profit or
loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected
to be recovered from or paid to the taxation authorities, based on
tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries in which the
Group operates.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Income tax (Continued)

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases of
assets and liabilities and their carrying amounts for financial reporting
purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

o when the deferred tax liability arises from the initial recognition
of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated with
investments in subsidiaries, when the timing of the reversal of
the temporary differences can be controlled and it is probable
that the temporary differences will not reverse in the foreseeable
future.

Deferred tax assets are recognised for all deductible temporary
differences, and the carryforward of unused tax credits and any
unused tax losses. Deferred tax assets are recognised to the extent
that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible temporary
differences arises from the initial recognition of an asset or
liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting
profit nor taxable profit or loss; and

° in respect of deductible temporary differences associated
with investments in subsidiaries, deferred tax assets are only
recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences
can be utilised.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Income tax (Continued)

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be utilised. Unrecognised deferred tax assets
are reassessed at the end of each reporting period and are recognised
to the extent that it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply to the period when the asset is realised or the liability
is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if
the Group has a legally enforceable right to set off current tax assets
and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority
on either the same taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets on a net basis,
or to realise the assets and settle the liabilities simultaneously, in each
future period in which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered.
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31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Government grants

Government grants are recognised at their fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with. When the grant relates to an expense
item, it is recognised as income on a systematic basis over the periods
that the costs, for which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to profit or loss over the
expected useful life of the relevant asset by equal annual instalments.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control
of goods or services is transferred to the customers at an amount that
reflects the consideration to which the Group expects to be entitled in
exchange for those goods or services.

When the consideration in a contract includes a variable amount,
the amount of consideration is estimated to which the Group will
be entitled in exchange for transferring the goods or services to the
customer. The variable consideration is estimated at contract inception
and constrained until it is highly probable that a significant revenue
reversal in the amount of cumulative revenue recognised will not occur
when the associated uncertainty with the variable consideration is
subsequently resolved.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Revenue recognition (Continued)
Revenue from contracts with customers (Continued)

When the contract contains a financing component which provides
the customer with a significant benefit of financing the transfer of
goods or services to the customer for more than one year, revenue is
measured at the present value of the amount receivable, discounted
using the discount rate that would be reflected in a separate financing
transaction between the Group and the customer at contract inception.
When the contract contains a financing component which provides
the Group with a significant financial benefit for more than one year,
revenue recognised under the contract includes the interest expense
accreted on the contract liability under the effective interest method.
For a contract where the period between the payment by the customer
and the transfer of the promised goods or services is one year or less,
the transaction price is not adjusted for the effects of a significant
financing component, using the practical expedient in IFRS 15.

(a)  Sale of goods
Revenue from the sale of goods is recognised at the point in

time when control of the asset is transferred to the customer,
generally on delivery of the goods.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Revenue recognition (Continued)
Other income

Interest income is recognised on an accrual basis using the effective
interest method by applying the rate that exactly discounts the estimated
future cash receipts over the expected life of the financial instrument
or a shorter period, when appropriate, to the net carrying amount of
the financial asset.

Rental income is recognised on a time proportion basis over the lease
terms. Variable lease payments that do not depend on an index or a
rate are recognised as income in the accounting period in which they
are incurred.

Contract liabilities

A contract liability is recognised when a payment is received or a
payment is due (whichever is earlier) from a customer before the
Group transfers the related goods or services. Contract liabilities are
recognised as revenue when the Group performs under the contract
(i.e., transfers control of the related goods or services to the customer).

Share-based payments

The Company operates a share option scheme for the purpose of
providing incentives and rewards to eligible participants who contribute
to the success of the Group’s operations. Employees (including
directors) of the Group receive remuneration in the form of share-
based payments, whereby employees render services as consideration
for equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees for grants is
measured by reference to the fair value at the date at which they are
granted. The fair value is determined by an external valuer using a
binomial model.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Share-based payments (Continued)

The cost of equity-settled transactions is recognised in employee
benefit expense, together with a corresponding increase in equity,
over the period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for equity-settled
transactions at the end of each reporting period until the vesting
date reflects the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity instruments that
will ultimately vest. The charge or credit to profit or loss for a period
represents the movement in the cumulative expense recognised as at
the beginning and end of that period.

Service and non-market performance conditions are not taken into
account when determining the grant date fair value of awards, but
the likelihood of the conditions being met is assessed as part of the
Group’s best estimate of the number of equity instruments that will
ultimately vest. Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an award, but
without an associated service requirement, are considered to be non-
vesting conditions. Non-vesting conditions are reflected in the fair value
of an award and lead to an immediate expensing of an award unless
there are also service and/or performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met, no
expense is recognised. Where awards include a market or non-
vesting condition, the transactions are treated as vesting irrespective of
whether the market or non-vesting condition is satisfied, provided that
all other performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified, if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total fair
value of the share-based payments, or is otherwise beneficial to the
employee as measured at the date of modification.
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NOTES TO FINANCIAL STATEMENTS
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Share-based payments (Continued)

Where an equity-settled award is cancelled, it is treated as if it had
vested on the date of cancellation, and any expense not yet recognised
for the award is recognised immediately. This includes any award
where non-vesting conditions within the control of either the Group or
the employee are not met. However, if a new award is substituted for
the cancelled award, and is designated as a replacement award on
the date that it is granted, the cancelled and new awards are treated
as if they were a modification of the original award, as described in the
previous paragraph.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.

Other employee benefits
(a) Pension scheme

The employees of the Group’s subsidiaries in Mainland China
are required to participate in a central pension scheme operated
by the local government. These subsidiaries and their employees
are required to make monthly contributions calculated as a
percentage of the employees’ wages and salaries, subject to
certain ceilings and local practices set by the relevant local
governments, to the central pension scheme. Other than the
central pension scheme, the Group’s subsidiaries in Mainland
China have no legal obligation for retirement benefits beyond the
contributions made. Contributions to these plans are charged
to profit or loss as they become payable in accordance with the
rules of the central pension scheme.

(b) Housing fund

Contributions to a defined contribution housing fund
administered by the Public Accumulation Funds Administration
Centre in Mainland China are charged to profit or loss as
incurred.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned on the
temporary investment of specific borrowings pending their expenditure
on qualifying assets is deducted from the borrowing costs capitalised.
All other borrowing costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other costs that an
entity incurs in connection with the borrowing of funds.

Dividends

Final dividends are recognised as a liability when they are approved by
the shareholders in a general meeting. Proposed final dividends are
disclosed in the notes to the financial statements.

Interim dividends are simultaneously proposed and declared, because
the Company’s memorandum and articles of association grant the
Directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they
are proposed and declared. In the event that the interim dividends
are paid out of the share premium account, shareholders’ approval
at an extraordinary general meeting is needed. When these interim
dividends have been approved by the shareholders and declared, they
are recognised as a liability.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

2.4 TESTTHERBE(E)

POLICIES (Continued)
Foreign currencies

These financial statements are presented in RMB. The functional
currency of the Company is HK$. The Group'’s presentation currency
is RMB because the Group’s principal operations are carried out in
Mainland China. Each entity in the Group determines its own functional
currency and items included in these financial statements of each
entity are measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are initially recorded
using their respective functional currency rates prevailing at the dates
of the transactions. Monetary assets and liabilities denominated in
foreign currencies are translated at the functional currency rates of
exchange ruling at the end of the reporting period. Differences arising
on settlement or translation of monetary items are recognised in profit
or loss.

Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates at the dates
of the initial transactions. Non-monetary items measured at fair value
in a foreign currency are translated using the exchange rates at the
date when the fair value was measured. The gain or loss arising on
translation of a non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change in fair value of
the item (i.e., translation difference on the item whose fair value gain
or loss is recognised in other comprehensive income or profit or loss
is also recognised in other comprehensive income or profit or loss,
respectively).

In determining the exchange rate on initial recognition of the related
asset, expense or income on the derecognition of a non-monetary asset
or non-monetary liability relating to an advance consideration, the date
of initial transaction is the date on which the Group initially recognises
the non-monetary asset or non-monetary liability arising from the
advance consideration. If there are multiple payments or receipts in
advance, the Group determines the transaction date for each payment
or receipt of the advance consideration.
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NOTES TO FINANCIAL STATEMENTS

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries are
currencies other than RMB. As at the end of the reporting period,
the assets and liabilities of these entities are translated into RMB at
the exchange rates prevailing at the end of the reporting period and
their profits or losses are translated into RMB at the weighted average
exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange fluctuation
reserve. On disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign operation is
recognised in profit or loss.

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities affected
in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of
estimation uncertainty at the end of the reporting period, that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
described below.
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31 December 2020 —E=FF+=-A=+—H

SIGNIFICANT ACCOUNTING ESTIMATES
(Continued)

Estimation uncertainty (Continued)
Impairment of goodwill

The Group determines whether goodwill is impaired at least on an
annual basis. This requires an estimation of the value in use of the
cash-generating units to which the goodwill is allocated. Estimating the
value in use requires the Group to make an estimate of the expected
future cash flows from the cash-generating units and also to choose a
suitable discount rate in order to calculate the present value of those
cash flows. The carrying amount of goodwill at 31 December 2020 was
RMB6,448,000 (2019: RMB6,448,000). Further details are given in
note 16 to the financial statements.

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade
receivables. The provision rates are based on ageing for groupings
of various customer segments that have similar loss patterns (i.e., by
customer type and profile).

The provision matrix is initially based on the Group’s historical
observed default rates. The Group will calibrate the matrix to adjust
the historical credit loss experience with forward-looking information.
For instance, if forecast economic conditions (i.e., gross domestic
product) are expected to deteriorate over the next year which can
lead to an increased number of defaults in the manufacturing sector,
the historical default rates are adjusted. At each reporting date, the
historical observed default rates are updated and changes in the
forward-looking estimates are analysed.

The assessment of the correlation among historical observed default
rates, forecast economic conditions and ECLs is a significant estimate.
The amount of ECLs is sensitive to changes in circumstances and
forecast economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also not be
representative of a customer’s actual default in the future. The
information about the ECLs on the Group’s trade receivables is
disclosed in note 18 to the financial statements.
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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING ESTIMATES
(Continued)

Estimation uncertainty (Continued)
Leases — Estimating the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in a
lease, and therefore, it uses an incremental borrowing rate (“IBR”)
to measure lease liabilities. The IBR is the rate of interest that the
Group would have to pay to borrow over a similar term, and with a
similar security, the funds necessary to obtain an asset of a similar
value to the right-of-use asset in a similar economic environment. The
IBR therefore reflects what the Group “would have to pay”, which
requires estimation when no observable rates are available (such as
for subsidiaries that do not enter into financing transactions) or when it
needs to be adjusted to reflect the terms and conditions of the lease (for
example, when leases are not in the subsidiary’s functional currency).
The Group estimates the IBR using observable inputs (such as market
interest rates) when available and is required to make certain entity-
specific estimates (such as the subsidiary’s stand-alone credit rating).

Corporate income tax (“CIT”)

The Group’s subsidiaries operating in Mainland China are subject to
PRC CIT. As a result of the fact that certain matters relating to PRC CIT
have not been confirmed by the relevant local tax authorities, objective
estimates based on currently enacted tax laws, regulations and other
related policies are required in determining the provision for PRC CIT
to be made. Where the final tax outcome of these matters is different
from the amounts originally recorded, the differences will impact the
income tax and tax provision in the period in which the final outcome is
determined. The carrying amount of PRC CIT payable at 31 December
2020 was RMB1,913,000 (2019: RMB4,346,000).
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NOTES TO FINANCIAL STATEMENTS
B %5 3R B

31 December 2020 —E=FF+=-A=+—H

SIGNIFICANT ACCOUNTING ESTIMATES
(Continued)

Estimation uncertainty (Continued)

Useful lives and residual values of property, plant and equipment

In determining the useful lives and residual values of items of property,
plant and equipment, the Group has to consider various factors, such
as technical or commercial obsolescence arising from changes or
improvements in production, or from a change in the market demand
for the product or service output of the asset, expected usage of the
asset, expected physical wear and tear, the care and maintenance
of the asset, and legal or similar limits on the use of the asset. The
estimation of the useful life of the asset is based on the experience
of the Group with similar assets that are used in a similar way. The
depreciation amount will be adjusted if the estimated useful lives
and/or the residual values of items of property, plant and equipment
are different from the previous estimation. Useful lives and residual
values are reviewed at each financial year end date taking into account
changes in circumstances. The carrying amount of property, plant
and equipment at 31 December 2020 was RMB73,074,000 (2019:
RMB67,183,000).

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in the
ordinary course of business, less estimated costs to be incurred to
completion and disposal. These estimates are based on the current
market condition and the historical experience of selling products of a
similar nature. It could change significantly as a result of changes in
customers’ interests or competitor actions. Management reassesses
these estimates at the end of each reporting period. There was no
impairment provision for inventories as at 31 December 2020 (2019:
Nil).
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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING ESTIMATES
(Continued)

Estimation uncertainty (Continued)
Deferred tax assets

Deferred tax assets should be recognised when it is probable that
taxable profits will be available against which the deferred tax assets
can be utilised. Significant management judgement is required to
determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits together
with future tax planning strategies. The gross carrying amount of
deferred tax assets at 31 December 2020 was RMB4,707,000 (2019:
RMB4,454,000). Further details are given in note 14 to the financial
statements.

OPERATING SEGMENT INFORMATION AND
REVENUE

Operating segment information

The Group’s revenue and contribution to consolidated results are
mainly derived from its sale of ITO Film, Smart Light-adjusting Film,
Smart Light-adjusting Glass and Smart Light-adjusting Projection
Systems and installation of Smart Light-adjusting Projection Systems,
which are regarded as a single reportable segment in a manner
consistent with the way in which information is reported internally to
the Group’s senior management for the purpose of resource allocation
and performance assessment. In addition, the principal assets
employed by the Group are located in Mainland China. Accordingly, no
segment analysis is presented other than entity-wide disclosures.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

4. OPERATING SEGMENT INFORMATION AND 4, RBEFTBERRWA(E)
REVENUE (Continued)
Operating segment information (Continued) REFBER(E)
Entity-wide disclosures: A RIMIFE
Geographical information W EEHF
Non-current assets BB EE
2020 2019
—EEHF —E-NF
RMB’000 RMB’000
AR®T T % ARETIT %
Mainland China H B A e 85,161 97.2 93,476 96.6
Hong Kong BB 2,434 2.8 3,329 3.4
87,595 100.0 96,805 100.0
The non-current asset information above is based on the locations of LI EREEEER EREENE
the assets and excludes financial instruments and deferred tax assets. BTEREeRMTARELEHBEEE -
Information about major customers BHEEEFHER
No revenue from a single customer amounted to 10% or more of the BHE_ZT-_ZTER-_ZT—NF+=A
total revenue of the Group during the years ended 31 December 2020 =+—HIEFE  HEFREENEE
and 2019. WA BEEIO% 2 E—RF A °
An analysis of revenue is as follows: HWWAR DT :
2020 2019
—ECEHF —E—NF
RMB’000 RMB’000

AR®TT ARET T

Revenue from contracts with customers RERFEAXHBRA 100,529 148,034
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NOTES TO FINANCIAL STATEMENTS

B R ¥R 3R BT RE

31 December 2020 —ZE=FTF+=A=+—H

OPERATING SEGMENT INFORMATION AND 4, REFTERRWA(E)
REVENUE (Continued)
Operating segment information (Continued) BEHWER(E)
Information about major customers (Continued) BHEFEFEEFHEH(E)
Revenue from contracts with customers KB EFEATBIMA
(i)  Disaggregated revenue information iy PBEBRAER
2020 2019
—ECEF —E-NF
RMB’000 RMB’000
ARET T ARETFT
Types of goods or services MmN ER
Sale of ITO Film HEITOEEE 43,130 51,948
Sale of Smart Light-adjusting Film THE B BTN IR 37,913 49,231
Sale of Smart Light-adjusting Glass SHEE S RE I B 10,987 17,762
Sale of Smart Light-adjusting Projection SHEBREF IR
System ES 5 217 3,237
Installation services L HE RS - 8,064
Sale of other products SHEHMER 8,282 17,792
Total revenue from contracts with REZEALMNIRALREE
customers 100,529 148,034
Geographical markets Hi[& %
Revenue from external customers KE S EBEFHIRA
2020 2019
—E-FF —TNEF
RMB’000 RMB’000
AR¥T T AREETTT
Domestic — Mainland China* B Py — A B KR 95,096 141,729
Others EHAh 5,433 6,305
Total revenue from contracts with RERFAEHBRALREE
customers 100,529 148,034
* The place of domicile of the Group’s principal operating subsidiary * REBTELEMRBATNFT

is Mainland China. The principal revenue of the Group is

generated in Mainland China.
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

4. OPERATING SEGMENT INFORMATION AND 4,
REVENUE (Continued)

Operating segment information (Continued)
Information about major customers (Continued)
Revenue from contracts with customers (Continued)
(i)  Disaggregated revenue information (Continued)

Timing of revenue recognition

e MER WA (E)

e HER(E)
BHEEEFHEH(E)
KEEFERERA ()
()  ABEBABRRE)
O i)
2020 2019
= —TNF
RMB’000 RMB'000

AR¥TT ARETTT

Goods transferred at a point in time AR — A B8R 2 P 100,529 139,970
Services transferred over time R —ER SR a2 RS - 8,064
Total revenue from contracts with customers € B &5 & 4L A 4258 100,529 148,034

The amount of revenue from the sale of goods recognised in the
current year that was included in the contract liabilities at the
beginning of the year amounted to RMB520,000 (note 23).

(ii)  Performance obligations

Information about the Group’s performance obligations is
summarised below:

Sale of goods

The performance obligation is satisfied upon delivery of the
goods and payment is generally due within one to six months
from delivery, except for small and new customers, where
payment is normally expected to be settled shortly after the
delivery of goods.

At 31 December 2020, the remaining performance obligations
(unsatisfied or partially unsatisfied) were expected to be
recognised within one year. As permitted under IFRS 15, the
transaction price allocated to these unsatisfied contracts is not
disclosed.
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NOTES TO FINANCIAL STATEMENTS
75 3R & MY =

31 December 2020 —ZE=FTF+=A=+—H

5. OTHER INCOME AND GAINS 5. Hi ARz
An analysis of other income and gains is as follows: B A RS -
2020 2019
—ECEHF —E-NF
RMB’000 RMB’000

AR®TT ARET T

Deferred income released to profit or loss BEEENRENES

(note 25); (Mf7E25) :

— related to assets —HEERM 415 240

— related to expenses —H B 3,265 3,015
Bank interest income HRITH S A 173 122
Government grants* BT R Ry 517 2,342
Gain on disposal of property, HEME - BE K EERE

plant and equipment 1 =
Rental income AW A 1,120 -
Others Hiftb 167 178

5,658 5,897
& There were no unfulfilled conditions or contingencies relating to these * 1R 4 75 R o4 55 17 B 0 AR AR AR A sl sk
grants. NEM o
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NOTES TO FINANCIAL STATEMENTS
75 3R & T &

31 December 2020 —E=FF+=-A=+—H

6. PROFIT/(LOSS) BEFORE TAX 6. BRBADEF(ER)
The Group’s profit/(loss) before tax is arrived at after charging/ AEBBRB AR A, (BE) &k,
(crediting): (FFA)AT&IE :
2020 2019
—EZEF —ZE-NEF
Notes RMB’000 RMB’000
FtaE AR¥TT AREEFIT
Cost of inventories sold BEEFERA 76,907 82,558
Cost of installation service L EE RS A - 6,494
76,907 89,052
Employee benefit expense: EERMAYL  (BEEER
(including directors’ and chief THEEMNE (7)) :
executive’'s remuneration
(note 7)):
Wages and salaries TERES 13,656 14,421
Pension scheme contributions RIS EHEIHR 140 890
Equity-settled share option expense, ARz E 7 BIRAER
net of reversal R B (497) 990
13,299 16,301
Depreciation of pro