SUNVIC CHEMICAL HOLDINGS LIMITED
(Incorporated in the Republic of Singapore)
(Company Registration Number: 200406502E)

ANNOUNCEMENT REGARDING THE AUDITED FINANCIAL STATEMENTS FOR THE
FINANCIAL YEAR ENDED 31 DECEMBER 2019 AND PURSUANT TO RULE 704(6) OF THE
LISTING MANUAL IN RELATION TO THE UNAUDITED FINANCIAL STATEMENTS AND THE
AUDITED FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31 DECEMBER
2019

1. AUDITED FINANCIAL STATEMENTS

The Board of Directors (the “Board” or “Directors”) of Sunvic Chemical Holdings Limited (the
“Company” and together with its subsidiaries, the “Group”) wishes to announce the release of
the audited financial statements for the financial year ended 31 December 2019 (the “Audited
Financial Statements”) as annexed to this announcement as Appendix A.

The Board wishes to inform that the Company’s annual report for the financial year ended 31
December 2019 (which will include the Audited Financial Statements) will be released in due
course and the annual general meeting in relation to the financial year ended 31 December 2019
to among others, approve the Audited Financial Statements, will be convened and held at such
later date accordingly.

The Board further refers to the Company’s announcement on 16 December 2020 regarding the
notice of annual general meeting in relation to the financial year ended 31 December 2018 (“AGM
2018”) and wishes to remind the shareholders of the Company (“Shareholders”) that AGM 2018
will be held by way of electronic means on Tuesday, 5 January 2021 at 10:00 a.m.. Please refer
to the Company’s announcement on 16 December 2020 regarding the notice of AGM 2018 for
more details regarding AGM 2018.

2. RULE 704(6) OF THE LISTING MANUAL

The Board refers to the announcement on the unaudited financial statements for the financial year
ended 31 December 2019 (the “Preliminary Results”) released on 17 September 2020.

Pursuant to Rule 704(6) of the Listing Manual, the Board wishes to announce that there are certain

material adjustments to the Preliminary Results as reflected in the Audited Financial Statements.
Details of these adjustments are annexed to this announcement as Appendix B.
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3. CIRCULAR TO SHAREHOLDERS BY THE COMPANY REGARDING THE
VOLUNTARY CONDITIONAL CASH OFFER BY W CAPITAL MARKETS PTE. LTD.
FOR AND ON BEHALF OF HARRIER GROUP PTE. LTD.

The Board refers to the announcement made on 9 December 2020 by W Capital Markets Pte.
Ltd. (“W Capital”), for and on behalf of Harrier Group Pte. Ltd. (the “Offeror”), that the formal offer
document dated 9 December 2020 (the “Offer Document”) containing the terms and conditions
of the voluntary conditional cash offer (the “Offer”) to acquire all the issued and paid-up ordinary
shares (the “Shares”) in the capital of the Company other than those already held by the Company
as treasury shares in accordance with Rule 15 of the Singapore Code on Take-overs and Mergers,
and enclosing the appropriate Acceptance Forms (as defined in the Offer Document) had been
despatched to the Shareholders on 9 December 2020.

A circular containing, amongst others, the advice of Asian Corporate Advisors Pte. Ltd. (the “IFA”),
the independent financial adviser appointed to advise the Directors who are considered
independent for the purposes of the Offer (the “Independent Directors”), and the
recommendation of the Independent Directors in respect of the Offer (the “Offeree Circular”) will
be despatched by the Company to the Shareholders within 14 days from the date of despatch of
the Offer Document, being no later than 23 December 2020.

The Company will make an announcement to inform Shareholders of the despatch of the Offeree
Circular in due course.

In the meantime, Shareholders are advised to exercise caution when dealing in their
Shares and refrain from taking any action in respect of their Shares which may be
prejudicial to their interests, until they or their advisers have considered the information
and the recommendations of the Independent Directors as well as the advice of the IFA,
which will be set out in the Offeree Circular. Shareholders who are in doubt as to the action
they should take should consult their stockbroker, bank manager, solicitor or other
professional advisers.

4. DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors (including those who may have delegated detailed supervision of this
announcement) have taken all reasonable care to ensure that the facts stated and opinions
expressed in this announcement (other than those relating to the Offer, the Offeror and parties
acting in concert with the Offeror) are fair and accurate, and that no material facts have been
omitted from this announcement, the omission of which would make any statement in this
announcement misleading.
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Where any information has been extracted or reproduced from published or otherwise publicly
available sources or obtained from the Offeror (including, without limitation, the Offer Document
and any other announcements made by or on behalf of the Offeror), the sole responsibility of the
Directors has been to ensure, through reasonable enquiries, that such information has been
accurately and correctly extracted from such sources or, as the case may be, accurately reflected
or reproduced in this announcement in its proper form and context.

The Directors jointly and severally accept full responsibility accordingly.

BY ORDER OF THE BOARD

Sun Lihua
Executive Director and Chief Executive Officer
16 December 2020
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APPENDIX A

AUDITED FINANCIAL STATEMENTS



SunVic Chemical Holdings Limited
and its subsidiaries

Financial statements
31 December 2019
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SunVic Chemical Holdings Limited 1

Directors’ statement
for the financial year ended 31 December 2019

The directors present their statement to the members together with the audited financial statements of the
Group for the financial year ended 31 December 2019 and the statement of financial position of the Company
as at 31 December 2019.

In the opinion of the directors,

(a) the accompanying financial statements of the Group and Company are drawn up so as to give a true
and fair view of the consolidated financial position of the Group and the financial position of the
Company as at 31 December 2019 and of the financial performance, changes in equity and cash flows
of the Group for the year ended on that date in accordance with the provisions of the Singapore
Companies Act, Chapter 50 and Singapore Financial Reporting Standards (International); and

(b) at the date of this statement, the accompanying financial statements, there are reasonable grounds to
believe that the Company will be able to pay its debts as and when they fall due.

The Board of Directors has, on the date of this statement, authorised these financial statements for issue.

Names of directors
The directors of the Company in office at the date of this repott are:

Sun Lihua (appointed as Executive Director and Chief Executive Officer on 29
February 2020)

Koh Poh Beng (Gao Baoming)

Lua Poh Huat

Yang Guogiang (resigned on 28 November 2019)

Zhu Wauling (resigned on 29 February 2020)

Sun Xiao (resigned on 8 February 2020)

Arrangements to enable directors to acquire shares and debentures

Neither at the end of nor at any time during the financial year was the Company a party to any arrangement
whose object was to enable the directors of the Company to acquire benefits by means of the acquisition of
shares in, or debentures of, the Company or any other body corporate.

Directors’ interests in shares or debentures

According to the Register of Directors’ Shareholdings kept by the Company under Section 164 of the
Companies Act, Cap. 50, none of the directors who held office at the end of the financial vear had any interest
in the shares or debentures of the Company or its related corporations, except as follows:

Holdings registered Holdings in which director
Name of directors in the name of director is deemed to have an interest
As at As at As at As at
1.1.2019 31.12.2019 1.1.2019 31.12.2019
SunVic Chemical Holdings Limited Number of ordinary shares
Yang Guogiang (resigned on 28 November 190,000 190,000 - -
2019)
Zhu Wuling (resigned on 29 February 2020) 356,000 356,000 - -
Lua Poh Huat 2,504,000 2,504,000 - -

There was no change in any of the above mentioned interests in the Company berween the end of the financial
vear and 21 January 2020.
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and its subsidiaries
Directors’ statement for the financial year ended 31 December 2019

Share options
No options to take up unissued shares of the Company or any subsidiaries have been granted during the
financial year.

No shares were issued during the financial year to which this report relates by virtue of the exercise of
options to take up unissued shares of the Company or any subsidiaries.

There were no unissued shares of the Company or any subsidiaries under option at the end of the financial
year.

Audit Committee
The audit committee (“AC”) at the end of the financial year comprises the following members:

Koh Poh Beng (Gao Baoming) (Chairman)
Lua Poh Huat

Section 201B of the Companies Act states that every listed company shall have an audit committee
comprising of more than 3 members. If a member of an audit committee resigns, dies ot for any other
reason ceases to be a member with the result that the number of members is reduced below 3, the Board
of Directors shall, within 3 months of that event, appoint such number of new membets as may be required
to make up the minimum number of 3 members. The Company is currently looking into the appointment
of another audit committee member.

All members of the audit committee were non-executive directors and all members were independent.

The audit committee performs the functions set out in Section 201B (5) of the Companies Act, Cap. 50,
the SGX Listing Manual and the Code of Corporate Governance. In performing those functions, the
committee reviewed the following:

) overall scope of the external audit and the assistance given by the Company's officers to the
auditors. It met with the Company's external auditors to discuss the results of their respective
examinations and their evaluation of the Company's system of internal accounting controls;

(i1) the audit plan of the Company’s independent auditor and any recommendations on internal
accounting controls arising from the statutory audit;

(i) the quatterly financial information and the statement of financial position of the Company and
the consolidated financial statements of the Group for the financial year ended 31 December 2019
as well as the auditor's report thercon;

(iv) effectiveness of the Company’s material internal controls, including financial, operational and
compliance controls and information technology controls and risk management systems;

) met with the external auditor, other committees, and management in separate executive sessions
to discuss any matters that these groups belicve should be discussed privately with the audit
comimittee;

(v1) reviewed legal and regulatory matrers that may have a material impact on the financial statements,

related compliance policies and programmes and any reports received from regulators;

(vii) reviewed the cost effectiveness and the independence and objectivity of the external auditor;
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Audit Committee (Cont’d)
(vil)  reviewed the nature and extent of non-audit services provided by the external auditor;

(ix) recommended to the Board of Directors the external auditor to be nominated, approved the
compensation of the external auditor, and reviewed the scope and results of the audit;

(x) reported actions and minutes of the audit committee to the Board of Directors with such
recommendations as the audit committee considered appropriate; and

(xi) interested person transactions (as defined in Chapter 9 of the Listing Manual of the Singapore
Exchange).

The audit committee has full access to management and is given the resoutces required for it to discharge
its functions. It has full authority and the discretion to invite any director or executive officer to attend its
meetings. The audit committee also recommends the appointment of the external auditor and reviews the
level of audit and non-audit fees.

The audit committee is satisfied with the independence and objectivity of the external auditor and has
recommended to the Board of Directors that the auditor, Foo Kon Tan LLP, be nominated for re-
appointment as auditors at the forthcoming Annual General Meeting of the Company.

Full details regarding the audit committee are provided in the Corporate Governance Report.

In appointing our auditors for the Company and subsidiaries, we have complied with Rules 712 and 715 of
the SGX Listing Manual.

Independent auditor
The independent auditor, Foo Kon Tan LLP, Public Accountants and Chartered Accountants, has
expressed its willingness to accept re-appointment.

Other information required by the SGX-ST

Material information

There is no material contract to which the Company or any of its subsidiaries, is a party which involve
directors’ interests subsisted or have been entered into during the financial year except as disclosed under
“Disclosure of Remuneration” in the “Corporate Governance Report” and in Notes 6(c) and 26(c) to the
financial statements.
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interested person transactions

There was no ifitetested petson transaction as defined in Chapter 9 of the Listing Manual of the Singapore
Fichange conducted duting the financial year except as disclosed under “Interested Person Transactions”
in the “Corporate Goverriance Report” section of the Annual Repott and on Note 26(a), (b) and Note
28(a) to the financial statements.

(On behalf of the Directors

I

SUN LIEDAY Y

Vil

KOH POH BENG

ko 09 DEC 2020



Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited

Report on the Audit of the financial statements
Disclaimer of Opinion

We were engaged to audit the financial statements of SunVic Chemical Holdings Limited (the “Company”)
and its subsidiaries (collectively the “Group™), which comprise the statements of financial position of the
Group and the Company as at 31 December 2019, the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows of the Group for the financial year then ended, and notes to the financial statements, including a
summary of significant accounting policies.

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

Basis for Disclaimer of Opinion

We did not express an audit opinion on the consolidated financial statements of the Group for the financial
year ended 31 December 2018. Similarly, for the financial year ended 31 December 2019, our audit report
contained the following bases for the disclaimer of opinion:

1. Discrepancies surrounding the veracity of the YFC Agreements

As reported in the auditor’s report for financial year ended 31 December 2018 and as detailed in
Note 28(b) to the financial statements, the Company announced that it received legal claims for
the principal amounts of RMB 222.5 million (consisting of two financial guarantee contracts of
RMB 180 million (the “YFC Corporate Guarantee” transaction) and RMB 42.5 million (the “BOC
Corporate Guarantee” transaction) plus interest for financial guarantees issued by certain of its
subsidiaries in the People’s Republic of China (“PRC”) on behalf of two unrelated parties.



Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d)

1.

Discrepancies surrounding the veracity of the YFC Agreements (Cont’d)

The Company also announced in 2019 that the management did not obtain the Company’s Board
of directors’ approval for the issuance of the financial guarantees. There was a lack of internal
controls over the supervision and approval over the issuance of these financial guarantee
transactions by the management as the legal representatives of the Group’s subsidiaries, Yixing
Yinyan Import and Export Co., Ltd. and Jiangsu Jurong Chemical Co., Ltd had signed the financial
guarantee contracts at their own initiative without any formal authorisation and approval by the
Board of Ditectors of the Company.

Despite the aforesaid announcement of the receipt of legal claims by the Company, special
investigations by EY Advisory who reported their findings to the Singapore Exchange Securities
Trading Limited (“SGX-ST”) in 2019, however, revealed discrepancies surrounding the veracity of
the RMB 180.0 million YFC Agreements. In addition, our legal counsel in the PRC has reported
that the RMB 180.0 million YFC Corporate Guarantee contract did not exist, and neither was there
any legal demands made in respect of this financial guarantee contract. On this basis, the Company
had reversed in full the provision of the YFC Contingent Liabilities of RMB 180.0 million from
the financial statements of the Group for the year ended 31 December 2018.

During the financial year ended 31 December 2019, the Company has reversed in full the provision
of the BOC Contingent liabilities of RMB 42.5 million to the consolidated profit or loss for the
year then ended (refer to Note 5(b)). The reversal was made as the PRC management has advised
the Board that the BOC Corporate Guarantee was settled by a third party. We were not provided
with any documentary evidence as to the settlement of the RMB 42.5 million BOC Corporate
Guarantee. Neither were we able to ascertain the veracity of the BOC Corporate Guarantee
contract based on information available to us. We were also unable to carry out alternative
procedures we constder necessary in this respect.

Owing to the discrepancies surrounding the veracity of the YFC Corporate Guarantee and BOC
Corporate Guarantee that was reported in our auditor’s report in fiscal year 2018, and due to a
limitation of audit scope for the current financial year ended 31 December 2019 as discussed in
the aforesaid paragraph, we were unable to ascertain the veracity of the YFC Corporate Guarantee
and the BOC Corporate Guarantee transactions.

Financial guarantee contracts with related parties recorded with the banks under the
banking arrangements

Related party transactions with related parties

As reported in the auditor’s report for the financial year ended 31 December 2018 on related party
transactions, it was disclosed that there were no shareholders’ mandate to approve the interested
persons transactions under the Listing Manual of the SGX-ST Chapter 9.




Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d)

2.

W

Financial guarantee contracts with related parties recorded with the banks under the
banking arrangements (Cont’d)

Related party transactions with related parties (Cont’d)

As detailed in Note 26(b), during the financial year, there were sales and purchases transactions
noted in the respective books of certain PRC subsidiaries of the Group with related parties (the
“Transactions™). The Transactions made to related parties during the year ended 31 December
2019 were RMB 1.3 billion (2018: RMB 2.7 billion). Such Transactions entered are a common
practice carried out in the People’s Republic of China (PRC). Management presented these
transactions on a net basis for financial reporting purpose in the consolidated financial statements.

Banking
The liability owed to banks was RMB 397.4 million (2018 - RMB 471.4 million) as at 31 December

2019. As disclosed in Note 26(b), the bank facilities sum as at 31 December 2019 was RMB 646.0
million (2018: RMB 923.0 million) as reported under the facility arrangements in the PRC entered
into during the year ended 31 December 2019.

Since 2011, there existed the related party arrangements. In so far as the sum drawn down under
the financial guarantee facility arrangement with related parties, the amount of financial guarantees
was RMB 1.4 billion and RMB 1.3 billion in FY2018 and FY2019 respectively (refer to Note 28(a))
although the Company did not obtain shareholders’ mandate to approve the related party
transactions, since 2011.

There were announcements made by the Company in 2019 whereby it was reported that there was
a lack of effective internal control for the transactions purported to be entered into (known as the
“Purported Transactions”) which were not approved by the Board of the Company. This is despite
that the fact the transaction as explained in Section 1 of the Basis for Disclaimer of Opinion -
“Discrepancies surrounding the veracity of the YFC Agreements” was known to then Executive
Director and Chief Executive Officer, Sun Xiao. In addition, no internal audit was carried out by
the Company in fiscal years 2018 and 2019.

Because of the matters arising as explained in the aforesaid paragraphs, we were unable to ascertain
the veracity of the financial guarantees of RMB 1.4 billion (2018 - RMB 1.6 billion) as at 31
December 2019 that were entered into amongst the related parties concerned. Owing to the
discrepancies surrounding the veracity of the YFC Corporate Guarantee and BOC Corporate
Guarantee as stated in our auditor’s report in fiscal year 2018 and coupled with the lack of effective
internal controls over the supervision and approval of the financial guarantee contracts, and the
lack of supporting documentation for the settlement of the BOC Corporate Guarantee during the
financial vear ended 31 December 2019, and the reversal of the provision of the BOC Corporate
Guarantee liabilities of RMB 42.5 million to consolidated profit or loss for the year then ended,
we were also unable to ascertain the extent of the amount of any financial liabilities which may
arise thereof nor the completeness of the disclosure in the financial statements relating to fiancial
guarantees issued by the Group.



Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d)

3.

Provision for restoration and accrued severance compensation

As stated in our auditor’s report for the financial year ended 31 December 2018, the operations of
the Group’s subsidiaries, Jiangsu Jurong Chemical Co., Ltd. (“JJC”) and Jurong Petrochemicals
Co., Ltd. (“]JP”) were affected by the shutdown following the chemical explosion (“Chemical
Explosion”) at the Xiangshui Chemical Industry Park in Yancheng, Jiangsu Province, PRC
(“Xiangshui”) in March 2019. In connection with the shutdown of Xiangshui, the Group made a
provision for accrued severance compensation of RMB 12.7 million and a provision for restoration
cost of RMB 45.6 million as at 31 December 2018.

As the Xiangshui area remained under shutdown with no physical access as at 31 December 2019
and as of the date of this report, the provision for accrued severance compensation of RMB 12.7
million and the provision for restoration cost of RMB 45.6 million made during the year ended 31
December 2018 were carried forward to 31 December 2019.

Provision for accrued severance compensation (Note 22)

Included in Trade and Other Payables as at 31 December 2019, the Group has accrued a severance
compensation of RMB 12.7 million (2018 — RMB 12.7 million) related to compensation payable
to the staffs due to the outbreak of fire from the Chemical Explosion at Xiangshui in which one
of the subsidiary premises is located in. Due to the Chemical Explosion, the government has
stepped in to review the employee compensation. As of the date of this report, we were not
provided with any evidence to demonstrate how the employee compensation was subsequently
dealt with.

Provision for restoration cost (Note 23)

The restoration occurs only when the Group returns the land use rights to the government on
expiry. However, we have been unable to assess whether the provision is adequate or necessary.
This is because based on legal advice of our PRC legal counsel, there is a lack of regulatory
compliance of administration of law in the PRC to provide guidance as to how compensation can
be made possible for the restoration and it is not considered to be the usual return of land in
Xiangshui to the government arising from the Chemical Explosion incident, and the legal
consequences arising thereof cannot be ascertained.

Due to limitation of audit scope, we were unable to determine the extent of the provision required
for the provision for accrued severance compensation and provision for accrued severance
compensation. There were no satsfactory alternative procedures that we could perform in this

regard.



Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d)

4.

Impairment of assets of Jiangsu Jurong Chemical Co., Ltd. (“JJC”) and Jurong
Petrochemicals Co., Ltd. (“JJP”)

As stated in our auditor’s report for the financial year ended 31 December 2018 and as disclosed
in Note 29 to the financial statements, the operations of JJC and JJP were affected by the shutdown
of Xiangshui following the Chemical Explosion in 2019.

In so far as impairment of non-financial assets including intangible assets is concerned for JJC and
JJP, which are located at Xiangshui whete the Chemical Explosion occurred, the basis to which the
recoverable amount should be recognised is the higher of value in use and/or fair value less cost
to sell.

In the former, the value in use is not possible to be determined due to the matters as explained in
Section 3 of the Basis for Disclaimer of opinion — Provision for restoration and accrued severance
compensation, and in Note 30 to the accompanying financial statements. As to the latter, the
impairment assessment of the non-financial assets and intangible assets is also not possible as there
is no comparison in the market for the nature of this catastrophic Chemical Explosion at
Kiangshui. In addition, due to limited access to the assets located at Xiangshui which is sealed off
and protected by the government authorities during the financial years ended 31 December 2018
and 2019 and as of the date of this report, it is not possible to perform an inspection of certain
assets of JJC and JJP.

With regard to other assets such as advances and prepayments and value-added tax recoverable
that are recorded in the books of JJC and JJP as at 31 December 2018 and 2019, it 1s also not
possible to assess these assets for recoverability owing to the shutdown of the operations in
Xiangshui following the Chemical Explosion and that certain suppliers, whose operations are based
in the vicinity of Xiangshui, were similarly shutdown. There are also no practical alternative
procedures that we could perform in this regard.

On this basis, we were unable to determine the extent of impairment required nor the
appropriateness of the impairment loss made by the management, the existence of certain assets
such as property, plant and equipment, inventories and the appropriateness of the valuation of the
carrying amounts of JJC and JJP stated herein for the following assets of thc Group as at 31
December 2019.
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to the members of SunVic Chemical Holdings

Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d)

4.

10

Impairment of assets of Jiangsu Jurong Chemical Co., Ltd. (“JJC”) and Jurong
Petrochemicals Co., Ltd. (“JJP”) (Cont’d)

Impairment Impairment
loss loss
recognised recognised
Asset Note Carrying for the year Carrying | for the year
amount at ended | amount at ended
31/12/2019 31/12/2019 | 31/12/2018 31/12/2018
RMB RMB RMB RMB
‘millions ‘millions ‘millions ‘millions
i. Property, plant and 9(a) & 29 8.9 Nil 76.3 166.6
equipment (“PPE”) | (a)(b)
i. Right-of-use assets 29 (b) 58.3 Nil Nil Nil
(comprising
Leasehold buildings
& Land-use right)
iii. Land use rights 29 (c) Nil Nil 10.4 Nil
iv. Intangible assets 29 (d) 7.2 Nil 7.9 Nil
(comprising
technology know-
how and software)
v. Value-added tax 29 () 10.2 Nil 9.5 83.9
recoverable
vi. Advances and 29 (H{g) 4.9 Nil 8.5 19.6
prepayments to
suppliers for the
purchase of raw
materials
vit. Inventories 29 (h) 4.3 1.3 8.5 Nil

Impairment of assets of Taixing Jurong Chemical Co., Ltd. (“TX]JC”)

Property, plant and equipment and right-of-use assets

As at 31 December 2019, the Group’s property. plant and equipment and right-of-use assets
included those of its PRC subsidiary, TNJC, with a carrving amount of RMB 128.0 million (2018:
RMB 260.9 million) and RMB 148.0 million (comprising leaschold buildings and land use rights)
(2018: Nil) respectively.

During the financial year ended 31 December 2019, TX]JC recorded a decrease in revenue from
RMB 1.1 billion in 2018 to RMB 490.0 million in 2019 and incurred a gross loss margin of RMB
2.7 million for the year ended 31 December 2019. Nonwithstanding the indicators of impairment,
management determined that no impairment is required on the Group’s property, plant and

equipment and right-of-use assets as 1t 1s ot the view that the recoverable amounts exceeded the

net carrving values as at 31 December 2019,
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to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d)

5.

Impairment of assets of Taixing Jurong Chemical Co., Ltd. (“ITX]JC”) (Cont’d)

Property, plant and equipment and right-of-use assets (Cont’d)

We were not provided with sufficient appropriate audit evidence as to the basis of management’s
impairment assessment. In addition, no formal valuation has been performed on the property,
plant and equipment and the right-of-use assets. On the basis of the matters referred to above, we
were unable to obtain sufficient evidence to satisfy ourselves as to the extent of the impairment
required for the year ended 31 December 2019 or as to the appropriateness of the carrying amounts
of the property, plant and equipment and right-of-use assets as at 31 December 2019.

Impairment assessment of freehold land at Link Way Louisiana LLC

As at 31 December 2019, the freehold land of a subsidiary, Link Way Louisiana LLC, (Note 12)
that was included in the Group’s consolidated statement of financial position was carried at a
historical cost of RMB 12.6 million (2018: RMB12.4 million).

As stated in our auditor’s report for the year ended 31 December 2018, no impairment assessment
on the above freehold land was carried out by management. Similarly, no impairment assessment
was carried out by the management for the year ended 31 December 2019 as management is of the
view that the carrying amount represents fair value as at that date. In the absence of information
from management on the impairment assessment, we were unable to carry out the procedures
necessary to satisfy ourselves as to the extent of the impairment required or as to the
appropriateness of the carrying amount of the freehold land as of and for the year then ended.

Impairment assessment of the cost investment held by and trade receivables due by JJC
to the Company

Included in the statement of financial position of the Company as at 31 December 2019 were
investments in a subsidiary, JJC, with a carrying amount of RMB 340.2 million (2018 - RMB 340.2
million) and trade reccivable amounts due from JJC of RMB 42.1 million (2018 - RMB 37.7
million). As discussed in the preceding paragraphs, the operations of JJC in the Xiangshui Chemical
Industry Park have been shut down by the local government.

As at 31 December 2019, ]JJC has reported net assets of RMB 773.2 million (2018 — 809.4 million)
and profit of RMB 5.4 million (2018 — losses of RMB 175.5 million)for the financial year then
ended. No impairment assessment has been made by the management. As there were no other
practicable alternative audit procedures that we could perform, we were not able to conclude on
the recoverability of the investment in the subsidiary and the trade receivables due from the
subsidiary. Consequently, we were unable to determine whether any adjustments might be
necessary in respect ot the investment in the subsidiary and the trade receivable due from the
subsidiary for the financial year ended 31 December 2019.
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to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d)

8.

Amount owed by a related party, Jiangsu Yinyan

The transactions between the Group and Jiangsu Yinyan Specialty Chemical Co., Ltd. (“Jiangsu
Yinyan”) were interested person transactions. Ms Hu Yanping, the substantial shareholder of the
Group, Mr Sun Lihua (Chief Executive Officer and Executive Director of the Company) and Mr
Sun Xiao (the former Chief Executive Officer and Executive Director of the Company) own in
aggregate 96.0% of the equity interest in Jiangsu Yinyan. The transactions by the Group with
Jiangsu Yinyan consist of the sale of chemical products of RMB 67,000 (2018 — RMB 71.6 million)
and the purchase of inventories of RMB 5.2 million (2018 - RMB 18.0 million). As at 31 December
2019, the amount owed by Jiangsu Yinyan was RMB 131.1 million (2018: RMB 131.1 million). No
impairment allowance has been made. We are unable to ascertain the recoverability of this debt.
Consequently, we were unable to determine whether any adjustments might be necessary to the
financial statements.

Going concern

As at 31 December 2019, the Group has net current labilities of RMB 32.0 million (2018 — net
current liabilities of RMB 544.9 million, excluding assets and liabilities held for sale) and recorded
a cash outflow from operating activities of RMB 271.3 million (2018 — cashflow inflow of RMB
376.4 muillion).

As at 31 December 2019, the Group has cash and cash equivalents of RMB 7.8 million (2018 —
RMB 25.4 million). As announced on 27 September 2019 by the Company, the joint operation
company of the Group, Taixing Sunke Chemicals Co Ltd, was disposed of and approved by the
Board. However, as fully disclosed in Note 13(c), due to the technicality as to the remittance of the
net sale proceeds of RMB 377.4 million (restricted cash including interest income) as at 31
December 2019 following the disposal of Taixing Sunke Chemicals Co Ltd, we were unable to
ascertain when this fund can be made available to disburse for the use of paying the liabilities owing
by the Group to the banks for RMB 397.4 million (2018: RMB 471.4 million) as at 31 December
2019.

These condidons indicate the existence of a material uncertainty which may cast significant doubt
on the Group’s ability to continue as a going concern. As at the date of this auditor’s report, we
are unable to obtain sufficient appropriate audit evidence regarding the likely outcome of the
Group’s ability to generate sufficient cash flows from its operations to improve the working capital
position of the Group and to repay its liabilities when due. We are, therefore, unable to conclude
whether the use of the going concern assumption, which has been adopted in the preparation of
the accompanying financial statements, is appropriate.
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Responsibilities of Management and Directors for the Financial Statements

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

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

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

Auditot’s Responsibilities for the Audit of the Financial Statements

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

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

Report on Other Legal and Regulatory Requirements

In our opinion, in view of the significance of the matters referred to in the Basis for Disclaimer of Opinion
section of our report, we do not express an opinion on whether the accounting and other records required
by the Act to be kept by the Company and by those subsidiary corporations incorporated in Singapore of
which we are the auditor have been properly kept in accordance with the provisions of the Act.
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to the members of SunVic Chemical Holdings
Limited (Cont’d)

Related party transactions

As disclosed in Note 26(a) to the financial statement the transactions with related parties were as follows:

Yixing Danson
On 30 April 2013, the Company announced that (i) the transactions between the Group and Yixing Danson

Technology Co., Ltd. (“Yixing Danson”) were interested person transactions which exceeded 5% in
FY2011, 2012, first quarter 2013 (“Past Interested Person Transactions™) and (if) the Company would be
secking approval from shareholders to ratify the Past Interested Person Transactions at an extraordinary
general meeting to be convened. During the financial year ended 31 December 2019, the transactions
consist of the sale of chemical products of RMB 259.1 million (2018 - RMB 224.2 million) and purchase
of inventories of RMB 4.4 million (2018 - RMB 35.1 million).

Taixing [inyan

The transactions between the Group and Taixing Jinyan Chemical Technology Co., Ltd. (“Taixing Jinyan”)
were interested person transactions. Ms Hu Yanping, the substantial shareholder of the Group, Mr Sun
Xiao (the former Chief Executive Officer of the Company) and their associates own in aggregate 100% of
the equity interest in Jiaxing Jinyan Chemical Co., Ltd. (“Jiaxing Jinyan”), while Taixing Jinyan is a 100%
owned subsidiary company of Jiaxing Jinyan.

The transactions consist of the sale of chemical products of RMB 145.2 million (2018 — RMB 260.6 million),
purchase of inventories of RMB 296.8 million (2018 — RMB 14.4 million) and rental income of RMB 3.6
million (2018 — RMB Nil).
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to the members of SunVic Chemical Holdings
Limited (Cont’d)

Other Matters (Cont’d)

Related party transactions (Cont’d)

liaxing Jinyan

The transactions between the Group and Jiaxing Jinyan Chemical Technology Co., Ltd. (“Jiaxing Jinyan™)
were interested person transactions. Ms. Hu Yanping, the substantial shareholder of the Group, Mr Sun
Xiao (the former Chief Executive Officer and Executive Director of the Company) and their associates
own in aggregate 100% of the equity interest in Jiaxing Jinyan. The transactions consist of the purchase of
inventories of RMB Nil (2018 - RMB 164,000).

Jiangsu Yinyan

The transactions between the Group and Jiangsu Yinyan Specialty Chemical Co., Ltd. (“Jiangsu Yinyan”)
were interested person transactions. Ms Hu Yanping, the substantial shareholder of the Group, Mr Sun
Lihua (Chief Executive Officer and Executive Director of the Company) and Mr Sun Xiao (the former
Chief Executive Officer and Executive Director of the Company) own in aggregate 96.0% of the equity
interest in Jiangsu Yinyan. The transactions consist of the sale of chemical products of RMB 67,000 (2018
— RMB 71.6 million), purchase of inventories of RMB 5.2 million (2018 - RMB 18.0 million). As at 31
December 2019, the amount owing by Jiangsu Yinyan was RMB 131.1 million (2018: RMB 131.1 million).
No impairment allowance has been made. We are unable to ascertain the recoverability of this debt.

We understand that the Company has appointed the relevant professional advisers to assist in compliance.
The Company has not convened the extraordinary general meeting as at the date of this report. We draw
your attention to the uncertainty related to the outcome of this convening of the extraordinary general
meeting or the non-compliance of the SGX listing rules.

The engagement partner on the audit resulting in this independent auditor’s report is Chang Fook Kay.

Hoo Kon Tan L1LP
Public Accountants and
Chartered Accountants

Singapore,
9 December 2020
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Year ended Year ended
31 December 2019 31 December 2018
Note RMB’000 RMB'000

Continuing operations

Revenue 4 940,381 1,577,098

Cost of sales (934,547) (1,543,832)

Gross profit 5,834 33,266

Other income

- Interest 5(a) 1,903 1,822

- Others 5(b) 387,479 41,935

Distribution expenses (4,844) (37,070)

Administrative expenses (93,286) (142,700)

Other operating expenses 6(a) (177,412) (510,032)

Finance costs 6(b) (48,753) (73,062)

Profit/(Loss) before taxation 70,921 (685,841)

Taxation i (16) (600)

Profit/(Loss) after taxation from continuing

operations 70,905 (686,441)

Discontinued operations

Profit from discontinued operations, net of tax 13(c) 20,815 13,045

Profit/(Loss) for the year 91,720 (673,396)

Other comprehensive income after tax:

(Item that may be reclassified subsequently to

profit or loss)

Foreign currency translation 203 809

Total comprehensive profit/(loss) for the year 91,923 (672,587)

Profit/(Loss) attributable to:

Owners of the Company 93,363 (630,678)

Non-controlling interests (1,643) (42,718)

Profit/(Loss) for the year 91,720 (673,396)

Profit/(Loss) attributable to owners of the

Company:

Profit/(Loss) from continuing operations 72,548 (643,723)

Profit from discontinued operations 20,815 13,045

93,363 (630,678)

Total comprehensive profit/(loss) attributable to:

Owners of the Company 93,566 (629,869)
_Non-controlling interests (1,643) (42,718)
“Total comprehensive profit/(loss) for the year 91,923 (672,587)

RMB RMB
Cents Cents

Earnings/(Loss) per share for loss from:

Basic and diluted eamings/loss per share

- profit/(loss) for the year 8 17.5 (118.5)

- continuing operations 8 13.6 (121.0)

8 3.9 2.5

- discontinued operations

The annexed notes form an integral part of these financial statements.
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Group Company
31 31 31 31
December December December December
2019 2018 2019 2018
Note RMB’000 RMB’'000 RMB’000 RMB’000
ASSETS
Non-current assets
Property, plant and equipment 9 131,431 337,767 18 33
Right-of-use assets 10 207,419 - 1,139
Intangible assets 11 7,178 7,885 - -
Freehold land / Land use rights 12 12,577 44,900 - -
Investment in subsidiaries 13(a) - - 342,623 342,623
Deferred tax assets 14 - - - -
Value-added tax recoverable 15 - - - -
Fixed deposits - pledged 16 - 76,739 - -
358,605 467,291 343,780 342,656
Current assets
Inventories 17 24,058 18,544 - -
Trade and other receivables 18 596,748 751,708 57,949 53,299
Cash and cash equivalents 16 789,169 228,865 296 810
1,409,975 999,117 58,245 54,109
Assets of disposal group
classified as held for sale 13(c) - 791,883 - -
1,409,975 1,791,000 58,245 54,109
Total assets 1,768,580 2,258,291 402,025 396,765
EQUITY AND LIABILITIES
Capital and Reserves
Share capital 19 291,516 291,516 291,516 291,516
Treasury shares 19 (1,575) (1,575) (1,575) (1,575)
(Accumulated losses)/Retained
earnings (132,768) (226,237) 61,971 63,885
Other reserves 20 285,276 289,706 - -
442,449 353,410 351,912 353,826
Non-controlling interests (124,020) (122,377) - -
Total equity 318,429 231,033 351,912 353,826
Non-current liabilities
Borrowings 21 - 75,631 -
Lease liabilities 24 705 - 705
Deferred tax liabilities 14 7,500 7,500 - -
8,205 83,131 705 -
Current liabilities
Borrowings 21 397,431 395,740 - -
Trade and other payables 22 997,120 1,058,446 48,922 42,939
Provision for restoration costs 23 45,573 45,573 - -
Lease liabilities 24 486 B 486 -
Provision for contingent liability —
Corporate guarantees 28(b) - 42,500 - -
Income tax payable 1,336 1,750 - -
1,441,946 1,544,009 49,408 42,939
Liabilities of disposal group
classified as held for sale _13(c) - 400,118 - -
1,441,946 1,944 127 49,408 42,939
Total liabilities 1,450,151 2,027,258 50,113 42,939
1,768,580 2,258,291 402,025 396,765

Total equity and liabilities

The annexed notes form an integral part of these fancial statements.
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2019 2018
Note RMB’000 RMB’'000
Cash Flows from Operating Activities
Profit/(Loss) before taxation from continuing operations 70,921 (685,841)
Profit before taxation from discontinued operation 13(c) 23,854 23,052
94,775 (662,789)
Adjustments for:
Interest expense 6(b) 48,753 80,159
Interest income 5(a) (1,903) (2,593)
Depreciation of property, plant and equipment 9 21,902 109,654
(Reversal of impairment)/Impairment loss of property,
plant and equipment 9 (4,620) 199,030
Amortisation of intangible assets 11 707 812
Amortisation of land use rights 12 - 1,334
Amortisation of right-of-use assets 10 15,928 -
Gain on disposal of land use rights 5 - (9,429)
Loss/(Gain) on disposal of property, plant and equipment 6(a), 5(b) 1,544 (36)
Property, plant and equipment expensed off 9 345 -
Unrealised currency translation difference 203 809
Impairment loss on value added tax recoverable - 83,951
Impairment loss on prepayment 18 290 19,625
Gain on disposal of Taixing Sunke 13(c) (321,412) -
(Reversal of)/Provision for Contingent liabilities — third
parties 28(b) (42,500) 42,500
Provision for restoration costs 23 - 45,573
Provision for severance compensation 22 - 12,700
Allowance for/(reversal) of doubtful debt provision 18 19,209 (80)
Allowance for inventory write-down 17 1,307 -
Operating loss before working capital changes (165,472) (78,780)
(Increase)/decrease in inventories (6,821) 45,446
Decrease/(increase) in trade and other receivables 193,490 (12,327)
(Decrease)increase in trade and other payables (289,082) 443,426
Cash (used in)/generated from operations (267,885) 397,765
Income tax paid (3,468) (21,368)
Net cash flows (used in)/generated from operating activities (271,353) 376,397
Cash Flows from Investing Actlvities
Interest received 1,903 2,593
Purchase of property, plant and equipment (Note A) (9,845) (36,002)
Proceeds from disposal of property, plant and equipment 12,098 978
Proceeds from disposal of Taixing Sunke 13(c) 875,410 -
Prepayment for right-of-use assets (Note B) 10 (1,209) -
Net cash flows generated from/(used in) investing activities 878,357 (32,431)
Cash Flows from Financing Activities
Proceeds from borrowings (Note C) 494,254 631,205
Repayments of borrowings (Note C) (568,194) (943,318)
Repayment of principal portion of lease liabilities (Note C) (444) -
Repayment of interest portion of lease liabilities (Note C) (74) -
Restricted cash from disposal of Taixing Sunke 13(c),16 (377,078) -
Interest from Escrow account 16 (298) -
Interest paid (48,679) (80,159)
_Increase in pledged fixed deposits (107,419) (99,014)
Net cash flows used in financing activities (607,932) (491,286)
Net decrease in cash and cash equivalents (928) (147,320)
Cash and cash equivalents at beginning 9,010 157,324
Effects of exchange rate changes - (302) - (994)
Cash and cash equivalents at end 16 7,780 9,010




SunVic Chemical Holdings Limited

and its subsidiaries

Consolidated statement of cash flows (Cont’d)
for the financial year ended 31 December 2019

Note:

A. Property, plant and equipment
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In the prior year, the Group paid cash of RMB 36.0 million for the additions to property, plant and equipment
amounting to RMB 6.8 million. The difference was mainly due to payment made for prior year payables for
property, plant and equipment.

2018

The Group RMB' 000
Amounts payable to suppliers at beginning 45,059
Purchases of property, plant and equipment (Note 9) 6,829
Amounts payable to suppliers at end (15,886)
36,002

Cash paid on addition of property, plant and equipment

B. Right-of-use assets

In 2019, the Group makes cash payments to acquire right-of-use assets — land use rights of $1,209,000.

C. Reconciliation of liabilities arising from financing activities

The following is the disclosures of the reconciliation of items for which cash flows have been, or would be,
classified as financing activities, excluding equity items:

Non-cash flows Cash flows
Adoption of
1 January SFRS(1) 16 Interest 31 December
2019 (Note 2(b)) expense Cash outflow Cash inflow 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Borrowings (Note 21) 471,371 - (568,194) 494,254 397,431
Lease liabilities
(Note 24) - 1,635 74 (518) - 1,191
Cash flows
1 January 31 December
2018 Non-cash flows Cash outflow Cash inflow 2018
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Borrowings (Note 21) 936,484 (153,000)" (943,318) 631,205 471,371

* Relates to disposal of 45% equity interest in Taixing Sunke Chemicals Co | Lid.




SunVic Chemical Holdings Limited 21
and its subsidiaries

Notes to the financial statements
for the financial year ended 31 December 2019

1 General information

The financial statements of the Company and of the Group for the year ended 31 December 2019 were
authorised for issue in accordance with a resolution of the directors on the date of the Directors’ statement.

The Company is listed on the Singapore Exchange Securities Trading Limited (“SGX-ST”) and is incorporated
as a limited liability company and domiciled in Singapore. The holding company is Whitefield Capital Inc.
(“Whitefield Capital”) which is incorporated in the British Virgin Islands.

The registered office is located at 112 Robinson Road #11-01 Robinson 112, Singapore 068902.

2 Summary of significant accounting policies
(a) Basis of preparation

The financial statements are prepared in accordance with Singapore Financial Reporting Standards
(International) (“SFRS()”) including related Interpretations promulgated by the Accounting Standards
Council (ASC). The financial statements have been prepared under the historical cost convention, except as
disclosed in the accounting policies below.

The financial statements are presented in Chinese Renminbi which is the Company’s functional currency. All
the financial information is presented in thousands of Chinese Renminbi (RMB’000), unless otherwise stated.

(b) Adoption of new and revised SFRS(I) effective for the current financial year

On 1 January 2019, the Group and the Company have adopted all the new and revised SFRS(I)s, SFRS(I)
interpretations (“SFRS(I) INT”) and amendments to SFRS(I), effective for the current financial year that are
relevant to them. The adoption of these new and revised SFRS(I) pronouncements did not result in significant
changes to the Group’s and the Company’s accounting policies and has no material effect on the amounts or
the disclosures reported for the cutrent or prior reporting periods, except as discussed below:

Effective date

(Annual periods

beginning on

Reference Description or after)
SFRS() 16 Leases 1 January 2019
Amendments to SFRS(I) 9 Prepayment Features with Negative Compensation 1 January 2019
SFRS(I) INT 23 Uncertainty Over Income Tax Treatments 1 January 2019

SEFRS(I) 1-19 Plan Amendment: Curtatlment or Seitlement 1 January 2019
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2 Summary of significant accounting policies (Cont’d)
(b) Adoption of new and revised SFRS(I) effective for the current financial year (Cont’d)

SFRS(I) 16 Leases

SFRS(I) 16 Leases supersedes SFRS(I) 1-17 Leases, SFRS(I) INT 4 Determining whether an Arrangement contains a
Lease, SFRS(I) INT 1-15 Operating Leases - Incentives and SFRS(I) INT 1-27 Evalnating the Substance of Transactions
involving the _egal Form of a Lease, and pronounces new or amended requirements with respect to lease accounting.
For lessee accounting, SFRS(I) 16 introduces significant changes by removing the distinction between
operating and finance lease and requiring the recognition of a right-of-use asset (“ROU assets”) and a lease
liability at commencement for all leases, except for short-term leases and leases of low-value assets when such
recognition exemptions are adopted. For lessor accounting, the requirements have remained largely unchanged.
The impact of the adoption of SFRS(I) 16 on the Group’s and the Company’s financial statements are discussed
below.

The date of initial application of SFRS(I) 16 for the Group is 1 January 2019. The Group has elected to transition
to SFRS(I) 16 using the cumulative catch-up (or modified retrospective) approach which requires the Group to
recognise the cumulative effect of initially applying SFRS(I) 16 as an adjustment to the opening balance of
retained earnings at the date of initial application, without restatement of comparatives under SFRS(I) 1-17.

(a) Definition of a lease

The new definition of a lease under SFRS(I) 16 mainly relates to the concept of ‘control’ that determines
whether a contract contains a lease on the basis of whether the customer has the right to control the use of
an identified asset for a period of time in exchange for consideration, which is in contrast to the concept of
'risks and rewards' under SFRS(I) 1-17.

The Group has elected to apply the practical expedient available on transition to SFRS(I) 16 not to reassess
whether a contract is, or contains, a lease. Accordingly, the superseded definition of a lease under SFRS(T)
1-17 continues to be applied to those leases entered into, or modified, before 1 January 2019, and the Group
applies the new definition of a lease and related guidance set out in SFRS(I) 16 only to those lease contracts
entered into, or modified, on or after 1 January 2019. After the transition to SFRS(I) 16, the Group shall
reassess whether a contract is, or contains, a lease only if the terms and conditions of the contract are
changed.

The new requirements for identifying a lease under SFRS(I) 16 do not change significantly the scope of
contracts that will meet the definition of a lease for the Group.

(b) Lessee accounting

() Former operating leases

Before the adoption of SFRS() 16, the Group’s and the Company’s non-cancellable operating lease
payments in future reporting periods for leases of leasehold properties, land use rights and office premises,
were not recognised as liabilities in the statement of financial position but were disclosed as commitments
in the notes to the financial statements, and these lease payments were reported as rental expenses in
profit or loss over the lease term on a straight-line basis and presented under operating activities in the
statement of cash flows. Under SFRS(I) 16, the Group recognises right-of-use assets and lease liabilities
in the statement of financial position for these outstanding lease payments, reports depreciation of right-
of-use assets and interest expense on lease liabilities in profit or loss, and presents these lease payments
as principal repayment and interest paid separately under financing activities in the statement of cash
flows.
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2

(b)

Summary of significant accounting policies (Cont’d)

Adoption of new and revised SFRS(I) effective for the current financial year (Cont’d)

SFRS(I) 16 Leases (Cont’d)

(b)

Lessee accounting (Cont’d
(i) Former operating leases (Cont’d)

Under SFRS(I) 16, lease incentives are recognised as part of the measurement of the right-of-use assets
and lease liabilities whereas under SFRS(I)1-17, they resulted in the recognition of alease incentive liability,
amortised as a reduction of rental expenses on a straight-line basis.

The Group has elected, as a practical expedient of SFRS(I) 16, not to separate non-lease components
from lease components for all classes of underlying assets and instead account for each lease component
and any associated non-lease components as a single lease component, except if the non-lease component
is an embedded detivative according to SFRS(T) 9.

For short-term leases and leases of low-value assets, the Group has elected for exemption under SFRS(I)
16 from recognising their right-of-use assets and lease liabilities, and to report their lease expenses in
profit or loss on a straight-line basts.

On 1 January 2019, the Group has applied the following SFRS(I) 16 transition provisions under the
cumulative catch-up approach for each lease, or each portfolio of leases with reasonably similar
characteristics, formetly classified as operating lease under SFRS(I) 1-17:

e recognises a lease liability at the present value of the remaining lease payments using the lessee’s
incremental borrowing rate for the underlying lease asset;

® on a lease-by-lease basis, the Group chooses to measure its ROU at an amount equal to the lease
liability, adjusted by the amount of any prepaid or accrued lease payments relating to that lease
recognised in the statement of financial position immediately before the date of initial application.

e applies SFRS(I) 1-36 Impairment of Assets to perform an impairment review of the right-of-use asset;
and

e adjusts any difference between the carrying amounts of the right-of-use asset and the lease liability to
the opening balance of retained earnings.

The Group has adopted the following SFRS(I) 16 practical expedients when applying the cumulative

catch-up transition approach to leases formerly classified as operating lease under SFRS(I) 1-17:

e applies a single discount rate to a portfolio of leases with reasonably similar characteristics;

o adjusts the right-of-use asset at the date of inital application by the amount of provision for onerous
leases recognised under SFRS(I) 1-37 Provisions, Contingent Liabilities and Contingent Assets in the
statement of financial position immediately before the date of initial application, as an alternative to
performing an impairment review under SFRS(I) 1-36;

e clects not to recognise the right-of-use asset and lease liability for a lease with lease term ending within
twelve months of the date of initial application;

e excludes initial direct costs from the measurement of the right-of-use asset at the date of initial
application; and

e uses hindsight for determining the lease term when the contract contains options to extend or
terminate the lease.
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(b)

Summary of significant accounting policies (Cont’d)

Adoption of new and revised SFRS(I) effective for the current financial year (Cont’d)

SFRS(I) 16 Leases (Cont’d)

(b)

(d)

Lessee accountine (Cont’d)

(i) Leasehold building

In prior years, the Group had made an upfront payment for the right-of-use of its leaschold buildings
which were used as factory premises and/or its office premises and recorded in the Group’s property,
plant and equipment. Upon transition to SFRS(I) 16, the Group has elected to present the right-of-use
assets separately from other assets in the statement of financial position and therefore reclassifies these
leasehold buildings from “property, plant and equipment” to “right-of-use assets” in the statement of
financial position.

(i11) Land use rights

In prior years, the Group had made an upfront payment for the right-of-use of land use rights for own
use and recorded in the Group’s land use rights. Upon transition to SFRS(I) 16, the Group has elected
to present the right-of-use assets separately from other assets in the statement of financial position and
therefore reclassifies this land use rights from “land use rights” to “right-of-use assets” in the statement
of financial position.

Lessor accounting

SFRS(I) 16 has not changed substantially how the Group as lessor accounts for leases, except when it 1s
the intermediate lessor of sublease. Under SFRS(I) 16, the Group continues to classify leases, where it is
the lessor, as either finance lease or operating lease and to account for the two types of leases differently.
However, SFRS(I) 16 changes and expands the disclosures required, in particular, regarding how the
Group as lessor manages the risks arising from its residual interest in leased assets.

Financial impact of initial application of SFRS(T) 16

A reconciliation of the differences between the Group’s operating lease commitments previously
disclosed in the financial statements as at 31 December 2018 and the Group’s lease liabilities recognised
in the statement of financial position on 1 January 2019 is as follows:

The Group and the Comapny RMB'000
Operating lease commitments as at 31 December 2018 under SFRS(1) 1-17 755
Add: Lease period not previously included that is under extension option reasonably

certain to be exercised 956
Less: Discounting effect using weighted average incremental borrowing rate of 5.25% (100)
Add:Obligations under finance lease at 31 December 2018 reclassified to lease

liabilities 24

Lease liabilities recognised as at 1 January 2019 1,635
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(b) Adoption of new and revised SFRS(I) effective for the current financial year (Cont’d)

SFRS(I) 16 Leases (Cont’d)

(d) Financial impact of initial af

The effects of adoption of SFRS(I) 16 on the Group’s financial statements as at 1 January 2019 are as

follows:
Increase/
The Group (Decrease)
RMB'000

Assets
Property, plant and equipment (Note 9) (168,891)
Right-of-use assets (Note 10) 203,030
Land use rights (Note 12) (32,528)
1,611

Liabilities

Other payables (24)
Lease liabilities 1,635
1,611

(e)  Deferred tax impact from adoption of SFRS(T) 16

In the jurisdictions that the Group operates in, tax deductions are received in respect of the right-of-use
asset (L.e. depreciation allowance) and the lease liability (.. deduction for finance cost) in a manner
consistent with the accounting treatment, and there is no difference between the accounting and tax
depreciation rates, no temporary differences arise from recognition of the right-of-use asset and lease

liability.
() New and revised SFRS(I) in issue but not yet effective
Below are the mandatory standards, amendments and interpretations to existing standards that have been
published, and are relevant for the Group’s accounting periods beginning on or after 1 January 2020 and which

the Group has not early adopted:

Effective date

(Annual
periods
Reference Description beginning on
or after)
Various Awmendments to References to the Conceptual Framework in SERS(1) 1 January 2020
SFRS(T) 3 Amendments 1o SERS(A) 3: Definetion oy a Business 1 January 2020
SFRS(1) 1-1, SEFRS() 1-8  _Awmendments to SERS(1) 1-1 und SERS (1) 1-8: Definition of 1 January 2020

Material
SFRS(I) 9, SFRS() 1-39,  _Admendments to STRS(1) 9. SFRS(1) 1-39 und SVRS(1) 7: Intereit 1 January 2020
SERS(I) 7 Rate Benchmark Reforsm

SEFRS(I) 16 Amendment 1o SERS) 16: COUTD-19 Redated Rent Concessions 1 June 2020

SFRS(I) 3 Lmendiments to SFRS(1) 3: Reference to ihe Conceptual Framework 1 January 2022

SFRS(I) 1-16 AAmendments to SVRSU) 1-16: Property. Plant and 1iquipment — 1 January 2022
Proceeds before Intended Use

SFRS(I) 1-37 Jmendments to SERS() 1-3:7 Onerons Contracts — Cost of 1 January 2022

Vadfitleng a Contract
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(c) New and revised SFRS(I) in issue but not yet effective (Cont’d)

Effective date

(Annual
periods
Reference Description beginning on
or after)
Various Annual Improvements to SERS (1) Standards 2018-2020 1 January 2022
SFRS(I) 17 SERS() 17: Insurance Contracts 1 January 2023
SFRS(I) 1-1 Amendments to SFRS(I) 1-1: Classification of Liabilities as Current 1 January 2023
or Non-current
SFRS(I) 7, SFRS(I) 4 Amendments 1o SFRS(1) 7 & Amendments to SFRS(I) 4: 1 January 2023
Extension of the Temporary Exemption from Applying SFRS () 9
SFRS(I) 10, SFRS(T) 1-28  _Awmendments to SERS(I) 10 and SFRS(I) 1-28: Sale or To be
Contribution of Assets between an Investor and its Associate or determined

Joint Venture

The directors do not anticipate that the adoption of the above SFRS(D)s in the future periods will have a
material impact on the financial statements of the Group in the period of their initial adoption.

(d) Significant accounting policies

Consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries
as at the end of the reporting period. The financial statements of the subsidiaries used in the preparation of
the consolidated financial statements are prepared for the same reporting date as the Company. Consistent
accounting policies are applied to like transactions and events in similar circumstances. Information on its
subsidiaries is given in Note 13(a).

All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-group
transactions and dividends are eliminated in full.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains control
and continue to be consolidated until the date that such control ceases.

Losses and other comprehensive income are attributable to the non-controlling interest even if that results in
a deficit balance.

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:

. de-recognises the assets (including goodwill) and liabilities of the subsidiary at their carrying amounts
as at that date when control 1s lost;

) de-recognises the carrving amount of any non-controlling interest;

. de-recognises the cumulative translation differences recorded in equity;

. recognises the fair value of the consideration received;

. recognises the fair valuc of anv investment retained;

® recognises any surplus or deficit in profit or loss;

o re-classities the Group’s share of components previously recognised in other comprehensive income

to profit or loss or retained carnings, as appropriate.

A subsidiary is an investee thar is controlled by the Group. The Group controls an investee when it 1s exposed,
or has rights, to variable returns trom its involvement with the investee and has the ability to affect those

returns through its power over the investee.
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(d) Significant accounting policies (Cont’d)

Consolidation (Cont’d)
Thus, the Group controls an investee if and only if the Group has all of the following:

o power over the investee;
o exposure, or rights or variable returns from its involvement with the investee; and
o the ability to use its power over the investee to affect its returns

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 listed above.

When the Group has less than a majority of the voting rights of an investee, it has power over the investee
when the voting rights are sufficient to give it the practical ability to direct the relevant activities of the investee
unilaterally. The Group considers all relevant facts and circumstances in assessing whether or not the Group’s
voting rights in an investee are sufficient to give it power, including:

) the size of the Group’s holding of voting rights relative to the size and dispersion of holdings of the
other vote holders;

. potential voting rights held by the Group, other vote holders or other parties;

° rights arising from other contractual arrangements; and

o any additional facts and circumstances that indicate that the Group has, or does not have, the current

ability to direct the relevant activities at the time that decisions need to be made, including voting
patterns at previous shareholders’ meetings.

A change in the ownership interest

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control over
the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s interests and
the non-controlling interests are adjusted to reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-controlling interests are adjusted and the fair value of
the consideration paid or received is recognised directly in equity and attributed to owners of the Group.

When the Group loses control of a subsidiary, a gain or loss is recognised in profit or loss and 1s calculated as
the difference between (i) the aggregate of the fair value of the consideration received and the fair value of any
retained interest and (ii) the previous carrying amount of the assets (including goodwill), and liabilities of the
subsidiary and any non-controlling interest. All amounts previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassifted to profit or loss or transferred to another category of equity as
specified/permitted by applicable SFRS (I)s).

The fair value of any investment retained in the former subsidiary at the date when the control is lost is
regarded as the fair value on the initial recognition for subsequent accounting under SIRS (I) 9, when
applicable, the cost on initial recognition of an investment in an associate or a joint venture.
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Acquisition of businesses
The acquisition method of accounting is used to account for business combinations entered into by the Group.

The consideration transferred for the acquisition of a subsidiary or business combination comprises the fair
value of the assets transferred, the liabilities incurred and the equity interests issued by the Group. The
consideration transferred also includes any contingent arrangement and any pre-existing equity interest in the
subsidiaty measured at their fair values at the acquisition date.

Acquisition-related costs are expensed as incurred.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are, with
limited exceptions, measured initially at their fair values at the acquisition date.

On an acquisition-by-acquisition basis, the Group recognises any non-controlling interest in the acquiree at
the date of acquisition either at fair value or at the non-controlling interest’s proportionate share of the
acquiree’s net identifiable assets.

The excess of (a) the consideration transferred, the amount of any non-controlling interest in the acquiree and
the acquisition-date fair value of any previous equity interest in the acquiree over the (b) fair value of the
identifiable net assets acquired is recorded as goodwill.

Disposals

When a change in the Group’s ownership interest in a subsidiary results in a loss of control over the subsidiary,
the assets and liabilities of the subsidiary including any goodwill are derecognised. Amounts previously
recognised in other comprehensive income in respect of that entity are also reclassified to profit or loss or
transferred directly to retained earnings if required by a specific standard.

Any retained equity interest in the entity is remeasured at fair value. The difference between the carrying
amount of the retained interest at the date when control is lost and its fair value is recognised in profit or loss.

Transactions with non-controlling interest

Non-controlling interest represents the equity in subsidiaries not attributable, directly or indirectly, to owners
of the Company, and are presented separately in the consolidated statement of comprehensive income and
within equity in the consolidated statement of financial position, separately from equity attributable to owners
of the Company.

Changes in the Company owners’ ownership interest in a subsidiary that do not result in a loss of control are
accounted for as equity transactions. In such circumstances, the carrying amounts of the controlling and non-
controlling interests are adjusted to reflect the changes in their relative interests in the subsidiary. Any
difference between the amount by which the non-controlling interest is adjusted and the fair value of the
consideration paid or received is recognised directly in equity and attributed to owners of the Company.
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Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses, if any. No depreciation is provided on construction-in-progress. Depreciation on other items of
property, plant and equipment is calculated using the straight-line method to allocate their depreciable amount
over their estimated useful lives as follows:

Leasehold buildings - 20 years
Plant and machinery - 3 to 10 years
Furniture and fixture . 3 to 10 years
Motor vehicles - 5 years

Construction-in-progress is not depreciated until such time when the relevant assets are completed and put
into operational use.

The cost of property, plant and equipment includes expenditure that is directly attributable to the acquisition
of the items. Dismantlement, removal or restoration costs are included as part of the cost of property, plant
and equipment if the obligation for dismantlement, removal or restoration is incutred as a consequence of
acquiring or using the asset. Cost may also include transfers from equity of any gains/losses on qualifying cash
flow hedges of foreign currency purchases of property, plant and equipment.

Subsequent expenditure relating to property, plant and equipment that have been recognised is added to the
carrying amount of the asset when it is probable that future economic benefits, in excess of the standard of
performance of the asset before the expenditure was made, will flow to the Group and the cost can be reliably
measured. Other subsequent expenditure is recognised as an expense during the financial year in which it is
incurred.

For acquisitions and disposals during the financial year, depreciation is provided from the month of acquisition
and to the month before disposal respectively. Fully depreciated property, plant and equipment are retained
in the books of accounts untl they are no longer in use.

Depreciation methods, useful lives and residual values are reviewed, and adjusted as appropriate, at the end of
each reporting period as a change in estimates.
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Intangible assets

Intangible assets acquired separately are measured initially at cost. The cost of intangible assets acquired in a
business combination is their fair value as at the date of acquisition. Following initial acquisition, intangible
assets are measured at cost less any accumulated amortisation and any accumulated impairment losses.

Internally generated intangible assets, excluding capitalised development costs, are not capitalised and
expenditure is reflected in profit or loss in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite useful lives are amortised over the estimated useful lives and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortisation period
and the amortisation method are reviewed at least at each financial year-end. Changes in the expected useful
life or the expected pattern of consumption of future economic benefits embodied in the asset is accounted
for by changing the amortisation period or method, as appropriate, and are treated as changes in accounting
estimates. The amortisation expense on intangible assets with finite useful lives is recognised in profit or loss
in the expense category consistent with the function of the intangible asset.

Intangible assets with indefinite useful lives or not yet available for use are tested for impairment annually, or
more frequently if the events and circumstances indicate that the carrying value may be impaired either
individually or at the cash-generating unit level. Such intangible assets are not amortised. The useful life of an
intangible asset with an indefinite useful life is reviewed annually to determine whether the useful life
assessment continues to be supportable. If not, the change in useful life from indefinite to finite is made on a
prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the
net disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset
is derecognised.

The estimated useful lives for the current and comparative years are as follows:

Technology know-how - 10 years
Computer software = 5 years

Intangible assets are written off where, in the opinion of the directors, no future economic benefits are
expected to arise.

Land use rights

Land use rights are initially measured at cost. Following initial recognition, land use rights are measured at cost
less accumulated amortisation. The land use rights are amortised on a straight-line basis over the lease term of
50 vears, except for freehold land use right which is not amortised. Land use rights form part of right-of-use
assets since 1 January 2019.

Investment in subsidiaries
In the Company’s separate financial statements, investments in subsidiaries are stated at cost less allowance for
any impairment losses on an individual subsidiary basis.
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Investment in joint venture

loint arrangements

A joint arrangement is a contractual atrangement whereby two or more parties have joint control. Joint control
is the contractually agreed sharing of control of an arrangement, which exists only when decisions about the
relevant activities require the unanimous consent of the parties sharing control.

A joint arrangement is classified either as joint operation or joint venture, based on the rights and obligations
of the parties to the arrangement.

To the extent the joint arrangement provides the Group with rights to the assets and obligations for the
liabilities relating to the arrangement, the arrangement is a joint operation. To the extent the joint arrangement
provides the Group with rights to the net assets of the arrangement, the arrangement is a joint venture.

The Group reassesses whether the type of joint arrangement in which it is involved has changed when facts
and circumstances change.

Joint operations

The Group recognises in relation to its interest in a joint operation,

. its assets, including its shate of any assets held jointly;

° its liabilities, including its share of any liabilities incurred jointly;

° its revenue from the sale of its share of the output arising from the joint operation;
. its share of the revenue from the sale of the output by the joint operation; and

° its expenses, including its share of any expenses incurred jointly.

The Group accounts for the assets, liabilities, revenues and expenses relating to its interest in a joint operation
in accordance with the accounting policies applicable to the particular assets, liabilities, revenues and expenses.

When the Group enters into transaction involving a sale or contribution of assets with a joint operation in
which it is a joint operator, the Group recognises gains and losses resulting from such a transaction only to
the extent of the interests held by the other parties to the joint operation.

When the Group enters into a transaction involving purchase of assets with a joint operation in which it is a
joint operator, the Group does not recognise its share of the gains and losses until it resells those assets to a
third party. When such transactions provide evidence of a reduction in the net realisable value of the assets to
be purchased or of an impairment loss of those assets, the Group recognises its share of those losses.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand and demand deposits that are readily convertible
to known amount of cash and which are subject to an insignificant risk of changes in value other than cash
pledged for credit facilities and Escrow Account (Note 13(c)).

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on a weighted average
basis and includes all costs in bringing the inventories to their present location and conditon. In the case of
manufactured products, cost includes all direct expenditure and production overheads based on the normal
level of activity.

Provision is made for obsolete, slow-moving and defective mventories 1n arriving at the net realisable value.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.
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Non-current assets (or disposal group) held-for-sale and discontinued operations

Non-current assets (or disposal group) are classified as assets held-for-sale and catried at lower of carrying
amount and fair value less costs to sell if their carrying amount is recovered principally through a sale
transaction rather than through continuing use. The assets, or disposal group, are not depreciated or amortised
while they are classified as held-for-sale. Any impairment loss on initial classification and subsequent
measurement is recognised as an expense. Any subsequent increase in fair value less cost to sell (not exceeding
the accumulated impairment loss that has been previously recognised) is recognised in profit or loss.

If the criteria to classify as held-for-sale are no longer met, the assets, or disposal group, are remeasured at the
lower of the carrying amount before the classification as held-for-sale, adjusted for any depreciation,
amorttisation or revaluations that would have been recognised had the assets or disposal group not been
classified as held-for-sale, and the recoverable amount at the date of the subsequent decision not to sell.

A discontinued operation is a component of an entity that either has been disposed of, or that is classified as
held-for-sale and:

() represents a separate major line of business or geographical area of operations; or

(b) is part of single co-ordinated plan to dispose of a separate major line of business or geographical area
of operations; or

(0) is a subsidiary acquired exclusively with a view to resale.

Financial liabilities
The Group’s financial liabilities include borrowings and trade and other payables.

Financial liabilities are recognised when the Group becomes a patty to the contractual agreements of the
instrument. All interest-related charges are recognised as an expense in “finance cost” in the profit or loss.

Financial liabilities are derecognised if the Group’s obligations specified in the contract expire or are discharged
or cancelled.

Financial assets and financial liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Group currently has a legally enforceable right to set off the recognised
amounts; and intends either to scttle on a net basis, or to realise the asset and settle the liability simultaneously.

Borrowings are recognised initially at fair value of proceeds received less attributable transaction costs, if any.
Borrowings are subsequently stated at amortised cost which is the initial fair value less any principal
repayments. Any difference between the proceeds (net of transaction costs) and the redemption value is taken
to the profit or loss over the period of the borrowings using the effective interest method. The interest expense
is chargeable on the amortised cost over the period of the borrowings using the effective interest method.

Gains and losses are recognised in profit or loss when the liabilities are derecognised as well as through the
amortisation process.

Borrowings which are due to be settled within 12 months after the end of reporting period are included in
current borrowings in the statement of financial position even though the original terms were for a period
longer than twelve months and an agreement to refinance, or to reschedule payments, on a long-term basis is
completed after the end of reporting period. Borrowings to be settled within the Group’s operating cycle are
classified as current. Other borrowings due to be settled more than twelve months after the end of reporting
period are included in non-current borrowings in the statement of financial position.
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Provision

Provisions for contingent liabilities for financial guarantees issued to third parties are recognised when the
Group has a present legal or constructive obligation as a result of past events, it is more likely than not that an
outflow of resources will be required to settle the obligation and the amount has been reliably estimated.

Other provisions are measured at the present value of the expenditure expected to be required to settle the
obligation using a pre-tax discount rate that reflects the current market assessment of the time value of money
and the risks specific to the obligation. The increase in the provision due to the passage of time is recognised
in the statement of comprehensive income as finance expense.

Changes in the estimated timing or amount of the expenditure or discount rate are recognised in profit or loss
when the changes arise.

Borrowing costs
Borrowing costs are recognised in the profit or loss in the petiod they are incurred.

Trade and other payables
Trade and other payables are initially measured at fair value, and subsequently measured at amortised cost,
using the effective interest method.

Financial guarantee

The Group has issued corporate guarantees to banks for bank borrowings of its related parties and third parties.
These guarantees are financial guarantee contracts as they require the Group to reimburse the banks if the
related parties and third parties fail to make principal or interest payments when due in accordance with the
terms of its borrowings.

Financial guarantee contracts are initially measured at fair value plus transaction costs and subsequently
measured at the higher of:

(a) premium received on initial recognition less cumulative amount of income recognised in accordance
with the principles of SFRS(T) 15; and

(b) the amount of expected loss computed using the impairment methodology under SFRS(I) 9.

Contingencies

A contingent liability is:

(1) a possible obligation that atises from past events and whose existence will be confirmed only by the

occurrence or non-occurrence of one or more uncertain future events not wholly within the control
of the Group; or

(i1) a present obligation that arises from past events but is not recognised because it is not probable that
an outflow of resources embodying economic benefits will be required to settle the obligation or the
amount of the obligation cannot be measured with sufficient reliability.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the Group.

Contingent labilities and assets are not recognised in the financial statements, except for contingent liability
assumed in a business combination that is a present obligation and for which fair value can be reliably

determined.
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Value-added tax

The Group’s sales of goods in the PRC are subjected to Value-added tax (“VAT”) at the applicable tax rate of
17% for PRC domestic sales. Input VAT on purchases can be deducted from output VAT subject to
agreement by the tax authority. The Group’s export sales are not subject to VAT.

Revenue, expenses and assets are recognised net of the amount of VAT except:

° Where the VAT incurred on a purchase of assets or services is not recoverable from the taxation
authority, in which case the VAT is recognised as part of the cost of acquisition of the asset or as patt
of the expense item as applicable; and

° Receivables and payables that are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of “other
receivables” or “other payables” in the consolidated statement of financial position.

Employee benefits
Pension obligations
The Group patticipates in the national pension schemes as defined by the laws of the countries in which it has

operations.

The subsidiaries in the People’s Republic of China (the “PRC”) are required to provide certain staff pension
benefits to their employees under existing PRC regulations. Pension contributions are provided at rates
stipulated by PRC regulations and are contributed to a pension fund managed by government agencies, which
are responsible for administering these amounts for the subsidiaries employees.

Pension contributions are recognised as an expense in the period in which the related service is performed.
Employee leave entitlements

Employee entitlements to annual leave are recognised when they accrue to employees. Accrual is made for the
unconsumed leave as a result of services rendered by employees up to the end of reporting period.

Key management personnel

Key management personnel are those persons having the authority and responsibility for planning, directing
and controlling the activities of the Group. Directors and certain managerial personnel are considered key
management personnel.
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Leases
The accounting policy for leases before 1 January 2019 is as follows:

Where the Group is the lessee

Operating leases

Rentals on operating leases are charged to profit or loss on a straight-line basis over the lease term. Lease
incentives, if any, are recognised as an integral part of the net consideration agreed for the use of the leased
asset. Penalty payments on early termination, if any, are recognised in the profit ot loss when incurred.

Contingent rents are mainly determined as a percentage of revenue in excess of a specified amount during the
month. They are charged to the profit or loss when incurred.

Where the Group is the lessor

Operating leases

Leases where the Group retains substantially all the risks and rewards of ownership of the asset are classified
as operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying
amount of the leased asset and recognised over the lease term on the same bases as rental income. Rental
income is recognised on a straight-line basis over the lease term. Contingent rents are recognised as revenue
in the period in which they are earned.

The accounting policy for leases from 1 January 2019 1s as follows:

Where the Group Is the lessee

The Group assesses whether a contract is or contains a lease, at inception of the contract. The Group
recognises a right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which
it is the lessee, except for short-term leases (defined as leases with a lease term of twelve months or less) and
leases of low value assets. For these leases, the Group recognises the lease payments as an operating expense
on a straight-line basis over the term of the lease unless another systematic basis is more representative of the
time pattern in which economic benefits from the leased assets ate consumed.

° Lease liabilities

The initial measurement of lease liability is measured at the present value of the lease payments

discounted using the implicit rate in the lease, if the rate can be readily determined. If that rate cannot

be readily determined, the Group shall use its incremental borrowing rate. Lease payments include the

following:

- Fixed payment (including in-substance fixed payments), less any lease incentives receivables;

- Variable lease payment that are based on an index or rate, initially measured using the index or
rate as at the commencement date;

- Amount expected to be payable under residual value guarantees;

- The exercise price of a purchase option if is reasonably certain to exercise the option; and

- Pavment of penalties for terminating the lease, if the lease term reflects the Group exercising that
option.
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Summary of significant accounting policies (Cont’d)

Significant accounting policies (Cont’d)

Leases (Cont’d)
The accounting policy for leases from 1 January 2019 is as follows (Cont’d):

(i) When the Group is the lessee (Cont’d):

Lease liabilities (Cont’d)

For contract that contain both lease and non-lease components, the Group allocates the consideration
to each lease component on the basis of the relative stand-alone price of the lease and non-lease
component. The Group has elected to not separate lease and non-lease component for property leases

and account these as one single lease component.

The lease liability is subsequently measured at amortised cost, by increasing the carrying amount to
reflect interest on the lease liability (using the effective interest method) and by reducing the carrying
amount to reflect the lease payments made.

The Group remeasures the lease liability (with a corresponding adjustment to the related right-of-use
asset or to profit or loss if the carrying amount of the right-of-use asset has already been reduced to
nil) whenever:

- the lease term has changed or there is a significant event or change in circumstances resulting in
a change in the assessment of exercise of a purchase option, in which case the lease liability is
remeasured by discounting the revised lease payments using a revised discount rate;

- the lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the lease liability is remeasured by discounting
the revised lease payments using the initial discount rate (unless the lease payments change is due
to a change in a floating interest rate, in which case a revised discount rate is used); or

- alease contract is modified, and the lease modification is not accounted for as a separate lease, in
which case the lease liability is remeasured by discounting the revised lease payments using a
revised discount rate at the effective date of the modification.

Right-of-use assets

The Group recognises a right-of-use asset and lease liability at the date which the underlying asset is
available for use. Right-of use assets are measured at cost which comprises the initial measurement of
lease liabilities adjusted for any lease payments made at or before the commencement date and lease
incentive received. Any initial direct costs that would not have been incurred if the lease had not been
obtained are added to the carrying amount of the right-of-use assets.

These right-of-use assets is subsequently depreciated using the straight-line method from the
commencement date to the earlier of the end of the useful life of the right-of-usc asset or the end of
the lease term. Depreciation on right-of-use assets is calculated using the straight-line method to
allocate their depreciable amounts over the shorter period of lease term and useful life of the
underlying asset, as follows:

Leaschold property 20 vears
Land usc rights 50 vears
Office premise 4 vears

The Company applies FRS 36 to determine whether a right-of-use asset is impaired and accounts for

any identificd impatrment loss.
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Summary of significant accounting policies (Cont’d)

Significant accounting policies (Cont’d)

Leases (Cont’d)

The accounting policy for leases from 1 January 2019 is as follows (Cont’d):

@

(i)

When the Group is the lessee (Cont’d):

e  Short term and low value leases
The Group has elected to not recognises right-of-use assets and lease liabilities for short-term leases
that have lease terms of 12 months or less and leases of low value leases, except for sublease
arrangements. Lease payments relating to these leases are expensed to profit or loss on a straight-line
basis over the lease term.

e  Variable lease payments
Variable lease payments that are not based on an index or a rate are not included as patt of the
measurement and initial recognition of the lease liability. The Group shall recognise those lease
payments in profit or loss in the periods that triggered those lease payments.

When the Group is the lessor:

Generally, the accounting policies applicable to the Group as a lessor in the comparative period were not
different from SFRS(I) 16, except for the classification of the sublease entered into that resulted in a finance
lease classification.

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or
an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially
all of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease
is a finance lease; if not, then it is an operating lease. As part of this assessment, the Group considers
certain indicators such as whether the lease is for the major part of the economic life of the asset.

At inception or on modification of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of their relative stand-alone prices. If
an arrangement contains lease and non-lease components, then the Group applies SFRS(I) 15 to allocate
the consideration in the contract.

The Group applies the derecognition and impairment requirements in SFRS(I) 9 to the net investment in
the lease. The Group further regularly reviews estimated unguaranteed residual values used in calculating
the gross investment in the lease.

The Group recognises lease payments recetved from cequipment under operating leases as income on a
straight-line basis over the lease term within “other income” in profit or loss.
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(d) Significant accounting policies (Cont’d)

Income taxes

Current income tax for current and prior periods is recognised at the amount expected to be paid to or
recovered from the tax authorities, using the tax rates and tax laws that have been enacted or substantively
enacted by the end of reporting period.

Deferred income tax is recognised for all temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements except when the deferred income tax arises from
the initial recogniton of goodwill or an asset or liability in a transaction that is not a business combination and
affects neither accounting or taxable profit or loss at the time of the transaction.

A deferred income tax liability is recognised on temporary differences arising on investments in subsidiaries and
joint operation, except where the Group is able to control the timing of the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future.

A deferred income tax asset is recognised to the extent that it is probable that future taxable profit will be available
against which the deductible temporary differences and tax losses can be utilised.

Deferred income tax is measured:

@ at the tax rates that are expected to apply when the related deferred income tax asset is realised or the
deferred income tax liability is settled, based on tax rates and tax laws that have been enacted or
substantively enacted by the date of the financial position; and

(1) based on the tax consequence that will follow from the manner in which the Group expects, at the date
of the financial position, to recover or settle the carrying amounts of its assets and liabilities.

Current and deferred income taxes are recognised as income ot expense in the profit or loss, except to the extent
that the tax arises from a business combination or a transaction which is recognised either in other comprehensive
income or directly in equity. Deferred tax arising from a business combination is adjusted against goodwill on
acquisition.

Revenue recognition
Revenue is measured based on the consideration to which the Group expects to be entitled in exchange for
transferring promised goods or services to a customer, excluding amounts collected on behalf of third parties.

Revenue is recognised when the Group satisfied a performance obligation (“PO”) by transferring a promised
good or service to the customer, which is when the customer obtains control of the good or service. A PO
may be satisfied at a point in time or over time. The amount of revenue recognised is the amount allocated to

the satisfied PO.
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(d) Significant accounting policies (Cont’d)
Revenue tecognition (Cont’d)

@® Sales of chemical products
The Group manufactures and sells of Actylic Acid (“AA”) and Acrylate Esters (“AE”), PMIDA and

glyphosate and refined MTBE and petroleum products (collectively “chemical products”) in the
marketplace. Sales are recognised at a point when control of the products has transferred to its
customer, being when the products are delivered to the customer or the customer has taken physical
delivery according to the agreed sales term and all ctitetia for acceptance have been satisfied.

Transaction price is the amount of consideration in the contract to which the Group expects to be
entitled in exchange for transferring the promised goods. The goods are usually sold without the right
of return, volume discounts or warranty. No element of financing is deemed present as the sales made
are usually completed within 3 months. A receivable (financial asset) is recognised when the goods are
delivered as this is the point in time that the consideration is unconditional because only the passage
of time is required before payment is due.

i1 Interest income
()
Interest income is recognised on a time proportion basis using the effective interest method.

(ii1) Rental income
Rental and related income are recognised on a straight-line basis over the lease term. Lease incentives,
if any, are recognised as an integral part of total lease income. Penalty payments on eatly termination,
if any, are recognised when incurred.

iv) Dividend income
Dividend income from investments is recognised when the shareholders’ rights to receive payment
have been established.

Operating segments

For management purposes, operating segments are organised based on their products and services which are
independently managed by the respective segment managers responsible for the performance of the respective
segments under their charge. The segment managers report directly to the management of the Company who
regularly review the segment results in order to allocate resources to the segments and to assess the segment
performance. Additional disclosures on each of these segments are shown in Note 25, including the factors
used to identify the reportable segments and the measurement basis of segment information.

Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issuance of new ordinary
shares are deducted against share capital account.

Where the Company purchases the Company’s ordinary shares (“treasury shares™), the carrying amount which
includes the consideration paid and any directly attributable transaction cost is presented as a component
within equity attributable to the Company’s equity holders, untl they are cancelled, sold or reissued.

When treasury shares are subsequently cancelled, the cost of treasury shares are deducted against the share
capital account if the shares are purchased out of capital of the Company, or against the retained profits of the
Company if the shares are purchased out of earnings of the Company.
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(d) Significant accounting policies (Cont’d)

Related parties
A related party is defined as follows:

a A person or a close member of that person’s family is related to the Group and the Company if that
p p ) p pany
person:

@ has control or joint control over the Company;

()  has significant influence over the Company; or

(iif)  is a member of the key management personnel of the Group or Company or of a parent of the
Company.

(b) An entity is related to the Group and the Company if any of the following conditions applies:

(i)  the entity and the Company are members of the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the others);

(ii)  one entity is an associate or joint venture of the other entity (or an associate or joint venture of
a member of a group of which the other entity is a member);

(if) both entities 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 Company
or an entity related to the Company. If the Company is itself such a plan, the sponsoring
employers are also related to the Company;

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

(vi)) 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); or

(viif) the entity, nor any member of a group which is past, provides key management personnel
services to the reporting entity or to the parent of the reporting entity.

Functional currencies

Functional and presentation currency

Items included in the financial statements of each entity in the Group are measured using the currency of the
primary economic environment in which the entity operates (“functional currency”). The financial statements
of the Group and the Company are presented in Chinese Renminbi, which is also the functional currency of
the Company.

Conversion of foreign currencies

Transactions and balances

Transactions in a currency other than the functional currency (“foreign currency”) are translated into the
functional currency using the exchange rates at the dates of the transactions. Currency translation differences
resulting from the settlement of such transactions and from the translation of monetary assets and liabilities
denominated in foreign currencices at the closing rates at the end of the reporting period are recognised in profit
or loss. However, in the consolidated financial statements, currency translation differences arising from
borrowings in foreign currencies and other currency instruments designated and qualifving as net investment
hedges and net investment in foreign operations, are recognised in other comprehensive income and

accumulated in the currency translation reserve.

When a foreign operation is disposed of or any borrowings forming part of the net invesunent of the foreign
operation are repaid, a proportionate share of the accumulated translauon differences is reclassified to profit
or loss, as part of the gain or loss on disposal.
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(d) Significant accounting policies (Cont’d)

Conversion of foreign currencies (Cont’d)

Transactions and balances (Cont’d)

Foreign exchange gains and losses that relate to borrowings are presented in the income statement within
“finance cost”. Foreign currency gains and losses are reported on a net basis as either other income or other
operating expense depending on whether foreign currency movements ate in a net gain or net loss position.

Non-monetary items measured at fair values in foreign currencies are translated using the exchange rates at the
date when the fair values are determined.

Group entities

The results and financial position of all the Group entities that have a functional currency different from the
presentation currency are translated into the presentation currency as follows:

@) Assets and liabilities are translated at the closing exchange rates at the end of the reporting period of
that statement of financial position;

(i1) Income and expenses for each statement presenting profit or loss and other comprehenstve income
(i.e. including comparatives) shall be translated at exchange rates at the dates of the transactions; and

(i11) All resulting currency translation differences are recognised in other comprehensive income and
accumulated in the cutrency fluctuation reserve.

Financial assets

Classification and measurement
The Group classifies all its financial assets at amortised cost. The classification depends on the Group’s
business model for managing the financial assets as well as the contractual terms of the cash flows of the
financial asset. The Group reclassifies financial assets at amortised cost when and only when its business model
for managing those assets changes.

At tnitial recognition
At initial recognition, the Group measures a financial asset at its fair value plus transaction costs that are directly
attributable to the acquisition of the financial asset.

A J‘;ff),wlmwff measurerent

Debt instruments include cash and cash equivalents, trade and other receivables and amount due from
subsidiaries. The subsequent measurement category is depending on the Group’s business model for managing
the asset and cash flow characteristics of the asset.

Amortised cost

Debt instruments that are held for collection of contractual cash flows where those cash flows represent solely
payments of principal and interest arc measured at amortsed cost. A gain or loss on a debt instrument that s
subsequently measured at amortised cost and is not part of a hedging relationship is recognised in profit or
loss when the asset is derecognised or impaired.
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Financial assets (Cont’d)

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 and financial guarantee contracts. 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.

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 ate 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 recognised for credit losses
expected over the remaining life of the exposure, itrespective of timing of the default (a lifetime ECL).

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group does
not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at the end of
each reporting period. 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 debt instruments at FVOCI, the Group applies the low credit risk simplification. At the end of each
reporting period, the Group evaluates whether the debt instrument is considered to have low credit risk using
all reasonable and supportable information that is available without undue cost or effort. In making that
evaluation, the Group reassesses the internal credit rating of the debt instrument. In addition, the Group
considers that there has been a significant increase in credit risk when the contractual payments are more than
days past due.

The Group consider 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.

Recognition and derecognition
Regular way purchases and sales of financial assets are recognised on trade date — the date on which the Group

commits to purchase or sell the asset.

Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired
or have been transferred and the Group has transferred substantially all risks and rewards of ownership.

On disposal of a debt instrument, the difference between the carrying amount and the sale proceeds is
recognised in profit or loss. Any amount previously recognised in other comprehensive income relating to that
asset is reclassified to profit or loss.

Trade receivables that are factored out to banks and other financial institutions with recourse to the Group are
not derecognised until the recourse period has expired and the risks and rewards of the recetvables have been
fully transferred. The corresponding cash received from the financial institutions is recorded as borrowings.
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3 Significant accounting estimates and judgements

The preparation of the financial statements in conformity with SFRS (I) requires the use of judgements,
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the financial year. Although these estimates are based on the management’s best knowledge of current
events and actions, actual results may differ from those estimates.

The critical accounting estimates and assumptions used and area involving a significant judgement are
described below:

31 Significant judgements in applying accounting policies

Determination of the lease term

In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option, or not exercise a termination option. Extension options (or periods
after termination options) are only included in the lease term if the lease is reasonably certain to be extended
(ot not terminated). The lease term is reassessed if an option is actually exercised (or not exercised) or the
Group becomes obliged to exercise (or not exercise) it. The assessment of reasonable certainty is only revised
if a significant event or a significant change in circumstances occurs, which affects the assessment, and that is
within the control of the lessee. For leases of leasehold properties, land use rights and office premises, the
following factors are normally the most relevant:

» If there are significant penalties to terminate (or not extend), the Group is typically reasonably certain to
extend (or not terminate).

» If any leasehold improvements are expected to have a significant remaining value, the Group is typically
reasonably certain to extend (or not terminate).

* Otherwise, the Group considers other factors including historical lease durations and the costs and business
disruption required to replace the leased asset.

Estimation of the incremental bortowing rate (“IBR”)

For the purpose of calculating the right-of-use asset and lease hability, an entity applies the interest rate implicit
in the lease (“IRIIL”) and, if the IRIIL is not readily determmable, the entity shall use its IBR applicable to the
lease asset. The IBR is the rate of interest that the entity would have to pay to borrow over a similar term, and
with a similar security, the funds necessary to obtain an assct of a similar value to the right-of-use asset in a
similar economic environment. For most of the leases whercby the Group is the lessee, the IRIIL is not readily
determinable. Therefore, the Group estimates the IBR relevant to each lease asset by using observable inputs
(such as market interest rate and asset yield) when available, and then making certain lessee specific
adjustments. The carrying amount of the Group’s right-of-use assets and lease Labilities are disclosed in Note
10 and 24 respectively. An increase/decrease of 50 basis points in the estimated IBR will decrease/increase
the Group’s right-of-use assets and lease liabilities by approximately RMB10,000 respectively.
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31 Significant judgements in applying accounting policies (Cont’d)

Income taxes (Note 7) and Deferred taxes (Note 14)
The Group has exposure to income taxes in numerous jurisdictions. Significant judgement is involved n

determining the group-wide provision for income taxes. There are certain transactions and computations for
which the ultimate tax determination is uncertain during the ordinary course of business. The Group recognises
liabilities for expected tax eissues based on estimates of whether additional taxes will be due. Where the final
tax outcome of these matters is different from the amounts that were initially recognised, such differences will
impact the income tax and deferred tax provisions in the period in which such determination is made.

Determination of functional currencies
The Group measures foreign currency transactions in the respective functional currencies of the Company and

its subsidiaties. In determining the functional currencies of the entities in the Group, judgement is required to
determine the currency that mainly influences sales prices of goods and services and of the country whose
competltlve forces and regul'mons mainly determines the sales prices of its goods and services. The functional
currencies of the entities in the Group are determined based on the management’s assessment of the economic
envitonment in which the entities operate and the entities’ process of determining sales prices.

Accrued severance compensation (Note 22)

As disclosed in Note 22, the Group has accrued a severance compensation of RMB 12.7 million (2018 - RMB
12.7 million) related to compensation payable to the staffs resulted from the explosion and fire hazard in one
of the subsidiary premises in the Xiangshui Chemical Industry Park as at 31 December 2019. The management
is of the view that the accrual is based on the management’s best estimations and the current accrued severance
compensation is adequate.

Provision for testoration costs (Note 23)

The Group has accrued RMB 45,573,000 (2018 - RMB 45,573,000) in the current financial year being
environmental remediation and restoration of the land relating to its operations in the Xiangshui Chemical
Industry Park which was shut down by the local government in March 2019. Under existing legislation, the
PRC government may move further towards more rigorous enforcement of applicable laws, and towards the
adoption of more stringent environmental standards due to the hazard area and for public interest of the urban
re-planning. The outcome of environmental liabilities under future environmental legislation cannot be
ascertained with accuracy although the management believes the current provision for the restoration cost is
adequate.
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31 Significant judgements in applying accounting policies (Cont’d)

Joint arrangement classified as disposal group held for sale and discontinued operations (Note 13 (c))

Disposal group classified as held for sale

As disclosed in Note 13(c), despite the atbitration proceedings and related claims made against Taixing Jurong
Chemical Co., Ltd. (“Taixing Jurong”) who holds a 45% interest in Taixing Sunke Chemicals Co., Ltd.
(“Taixing Sunke”) during the financial year ended 31 December 2018, the management has classified Taixing
Sunke as a disposal group classified as held for sale as at that date. This is because a binding the Letter of Intent
(“LOT”) has been entered into with Arkema Asie SAS (the “Purchaser”) to dispose of the entire 45% interest
held by Taixing Jurong to the Purchaser. Pursuant to the LO], the arbitration proceedings and related claims
against Taixing Jurong will be withdrawn upon the completion of the Proposed Disposal. The shareholders of
the Company have also approved of the Proposed Disposal on 15 July 2019. The management considers the
classification of the joint arrangement as a disposal group classified as held for sale to be appropriate.

Discontinued operations

Taixing Sunke had been previously accounted for as a joint arrangement and classified as a joint operation
whereby the Group has propottionally consolidated the financial performance and its share of the assets and
liabilities held jointly arising from the joint operation in prior years by the Group. As disclosed in Note 13(b),
Taxing Sunke contributed significant cost of sales and expenses and total assets and total liabilities to the Group
in 2017 under the proportionate consolidation method of accounting in 2017 and in prior years and is
considered to be a significant joint operation of the Group. Consequent to the reclassification of Taixing Sunke
from a joint arrangement to a disposal group classified as held for sale in 2018, Taixing Sunke has also been
classified as a discontinued opetation on the same basis. Comparative figures have been reclassified to reflect
the discontinued operation in accordance with SFRS(I) 5.

Investment in subsidiaries (Note 13(a))

As disclosed in Note 13(a), notwithstanding that Company has only a 42.4% equity interest in SVAP, it
considers that it has control over SVAP because Whitefield Capital Inc. owns the remaining 57.6% equity
interest in SVAP and is a related party to the Company whereby the majority of the key management personnel
in SVAP are the same of those of the Company. Consequently, SVAP is accounted for as a subsidiary in the
Group.

Going concern

As at 31 December 2019, the Group has net current liabilities of RMB 32.0 million (2018 - RMB 544.9 million,
excluding assets and liabilities held for sale) and generated a cash outflow from operating activities of RMB
271.3 million (2018 — cash inflow of RMB 376.4 million).

As at 31 December 2019, the Group has cash and cash equivalents of RMB 7.8 million (2018 — RMB 25.4
million). As announced on 27 September 2019 by the Company, the joint operation company of the Group,
Taixing Sunke Chemicals Co Ltd, was disposed of and approved by the Board. However, due to the
technicality as to the remittance of the sale proceeds following the disposal (Note 13(c)), when this fund can
be made available to disburse for the use of paying the liabilities owing by the Group to the banks tor RMB
397.4 million as at 31 December 2019 is presently uncertain.
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31 Significant judgements in applying accounting policies (Cont’d)

Going concern (Cont’d)

The Group has prepared the financial statements based on the assumption that the Group can be operated as
a going concern and is of the view that the Group will have sufficient working capital including the ability to
secure additional borrowings to finance its operations in the next twelve months from the end of the reporting
period. On this basis, the financial statements of the Group have been prepared on going concern basis, which
assume that the Group will continue in operation at least for a period of 12 months from the balance sheet
date.

If the Group was unable to continue in operational existence for the foreseeable futute, the Group may be
unable to discharge its liabilities in the normal course of business, and adjustments may have to be made to
reflect the situation that assets may ned to be realised other than in the normal course of business and at
amounts which could differ significantly from the amounts at which they are currently recorded in the
statement of financial position. No such adjustments have been made to the financial statements.

Related parties’ transactions (Note 26 and Note 28)

Certain transactions were entered into with related parties to maintain the Group’s existing credit facilities with
the banks, which is a common practice cattied out in the PRC. The Group presents the results of such
transactions, when this presentation reflects the substance of the transaction by netting with related expenses
arising on the same transaction. These transactions have been recognised on a net basis for financial reporting

purposes.

Impairment of Value-added tax (“VAT?”) recoverable (Note 15)

An impairment provision of RMB 83,951,000 was made as in prior year as the chemical zone of which Jiangsu
Jurong Petrochemicals Co., Ltd. (“JJP”) operates was being ordered to shut down by the local government
subsequent to the financial year ended 31 December 2019. The management is of the view that these amounts
cannot be recovered from the tax authorities owing to the shut down of operation by the local government
and the period of the shut down cannot be presently ascertained.

3.2 Critical accounting estimates and key sources of estimation uncertainty

Impairment of trade and other receivables (Note 18)

The Group and the Company assesses at the end of each reporting period whether there is any objective
evidence that a financial asset is impaired. To determine whether there is objective evidence of impairment,
the Group and the Company considers factors such as the probability of insolvency or significant financial
difficulties of the debtor and default or significant delay in payments.

Where there is objective evidence of impairment, the amount and timing of future cash flows are estimated
based on historical loss experience for assets with similar credit risk characteristics. Where the actual outcome
or expectation in future is different from the original estimate, such differences will impact the carrying amount
of the receivables as well as impairment or write-back of impairment in the period in which such estimate has
been changed. The carrying amount of the Group’s and the Company’s trade and other receivables at the end
of the reporting period is disclosed in Note 18.
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3.2 Critical accounting estimates and key sources of estimation uncertainty (Cont’d)

Impairment of non-financial assets (Note 9)

An impairment exists when the carrying amount of an asset or cash generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs to sell and its value-in-use. The fair value less costs to
sell calculation is based on available data from binding sales transactions in an arm’s length transaction of
similar assets or observable market prices less incremental costs for disposing the asset. The value-in-use
calculation is based on a discounted cash flow model.

In prior year, the Group performed an impairment assessment on its propetty, plant and equipment.
(i)  Jiangsu Jurong Chemical Co., Ltd. (“JJC”)

As a result of the assessment, an impairment loss of RMB 30,554,000 was recognised in profit or loss for the
year ended 31 December 2018. The impairment amount was provided to write down the tesidual values of
certain property, plant and equipment to its recoverable amount of nil for the financial year ended 31
December 2018 following the Chemical Explosion at the Xiangshui Chemical Industry Park where JJC was
operating.

(i)  Jiangsu Jurong Petrochemical Co., Ltd. (“JJP”)

As a result of the assessment, an impairment Joss of RMB 136,000,000 was recognised in profit or loss for the
year ended 31 December 2018. The impairment amount was provided to write down the residual values of
certain property, plant and equipment to its recoverable amount of Nil for the financial year ended 31
December 2018 following the Chemical Explosion at the Xiangshui Chemical Industry Park where JJP was
operating.

(i)  Taixing Jurong Chemical Co., Ltd. (“Taixing Jurong”)

As a result of the assessment and owing to the loss for the year of Taixing Jurong, an impairment loss of RMB
32,476,000 was recognised in profit or loss for the year ended 31 December 2018. The impairment amount
was provided with reference to the valuation conducted by an independent valuer on its certain plant and
machinery at 12 February 2019, adjusted for vatious factors, to its fair value less cost to sales.

Contingent liabilities (Note 28(b))

As disclosed in our 2018 Annual Report and in Note 28(b), the Group has announced that it had received legal
demands totalling RMB 222.5 million in respect of financial guarantees issued to third parties in 2018.
Subsequent to the findings by EY Advisory, on 5 March 2020, the Company has announced that following the
completion of the special audit by EY Advisory and in view of the YFC Veracity Discrepancies (refer to Note
29(b)), the Company has reversed in full the provision of the YFC Contingent Liabilities of RMB 180 million
from the financial statements of the Group as at 31 December 2018. For the year ended 31 December 2019,
management has advised the Board that the RIMB 42.5 million provision for BOC Corporate Guarantee has
been settled by a third party on the Group's behalf. Accordingly, the Group has reversed the provision for
contingent liabilities of BOC Corporate Guarantee of RMB 42.5 million to profit or loss for the yvear then
ended.
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3 Significant accounting estimates and judgements (Cont’d)
3.2 Critical accounting estimates and key sources of estimation uncertainty (Cont’d)

Depreciation of propetty, plant and equipment (Note 9) and right-of-use assets (Note 10)

Property, plant and equipment and right-of-use assets (“ROU assets”) are depreciated on a straight-line basis
over their estimated useful lives. management estimates the useful lives of property, plant and equipment and
ROU assets to be within 3 to 20 years. The carrying amount of the Group’s property, plant and equipment and
ROU assets as at 31 December 2019 is RMB 131.4 million (2018 - RMB 337.8 million) and RMB 207.4 million
(2018 — RMB Nil million) respectively. Changes in the expected level of usage and technological developments
could impact the economic useful lives and the residual values of these assets, therefore future depreciation
charges could be revised. If depreciation on property, plant and equipment and ROU assets
increases/decreases by 10% from the management’s estimates, the Group’s loss for the year will
increase/decrease by approximately RMB 3.2 million (2018 - RMB 33.8 million) and RMB 1,400 (2018 — RMB
Nil million) respectively.

Allowance for inventory obsolescence (Note 17)

The Group reviews the ageing analysis of inventories at the end of each reporting period and makes provision
for obsolete and slow-moving inventory items identified that are no longer suitable for sale. The net realisable
value for such inventories are estimated based primarily on the latest invoice prices and current market
conditions. Possible changes in these estimates could result in revisions to the valuation of inventories.

If the net realisable value of the inventory increase/decrease by 10% from the management’s estimates, the
Group’s loss will decrease/increase by RMB 2.4 million (2018 - RMB 1.9 million). The carrying amount of the
inventory is disclosed in Note 17.

Impairment on investment in subsidiaries (Note 13)

The Group reviews the investment in subsidiaries at the end of the reporting period to determine whether
there is any indication of impairment. An impairment extsts when the carrying amount of an asset or cash
generating units exceeds its recoverable amount, which is the higher of its fair value less costs of disposal and
its value-in-use.

The carrying amounts of investment in subsidiaries at the end of the reporting period are disclosed in Note 13.
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4 Principal activities and revenue

The principal activities of the Group are those relating to investment holding. The principal activities of the
subsidiaries are as stated in Note 13(a).

Revenue of the Group consists of revenue from trading of chemical products.

Continuing operations

2019 2018
The Group RMB’000 RMB’000
Trading of chemical products — at a point in time 940,381 1,577,098

Disagoregation of revenue from contracts with customers

The Group derives revenue from the transfer of goods and services over time and at a point in time in the
following major product lines and geographical regions. Revenue is attributed to countries by location of
customers.

Continuing operations

The Group 2019 2018
RMB’000 RMB'000
Geographical region
- PRC 907,865 1,466,283
- Other countries in Asia 21,620 60,053
- Others 10,896 50,762
940,381 1,577,098
Product lines
- AA and AE 499,848 1,273,713
- Others 440,533 303,385
940,381 1,577,098

Revenue recognised during the financial year from contract liabilities at the beginning of the financial year
amounted to RMB 23,288,000 (2018 - RMB 17,322,000).

The Group applies the practical expedient in SFRS(I)15 and does not disclose information about its remaining
performance obligation as the performance obligation is part of contracts that have original expected duration
of one year or less.



SunVic Chemical Holdings Limited

and its subsidiaries

Notes to the financial statements for the year ended 31 December 2019

50

5 Other income
Continuing Discontinued
operations operations Total
2019 2018 2019 2018 2019 2018

The Group RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
5(a) Interest income
Interest income from deposits

with banks 1,903 1,822 232 771 2,135 2,593
5(b) Others
Rental income 8,905 549 - - 8,905 549
Reversal of contingent liabilities* 42,500 - - - 42,500 -
Reversal of prepayment written-down 5,692 - - - 5,692
Reversal of impairment loss of

property, plant and equipment (Note

9) 4,620 - - - 4,620
Sale of raw material, other spare

parts, steam and provision of

waste water treatment services 1,380 29,242 13,587 30,583 14,967 59,825
Exchange gain 219 1,076 - - 219 1,076
Gain on disposal of property, plant

and equipment - 36 - - - 36
Gain on disposal of land use

rights - 9,429 - - - 9,429
Gain on disposal of Taixing Sunke 321,412 - - - 321,412 -

(Note 13(c))
Share of expenses® - - - 40,276" - -
Other miscellaneous income 2,751 1,603 1,001 991 3,752 2,586

387,479 41,935 14,588 71,850 402,067 73,501

* During the financial vear ended 31 December 2019, the Company has reversed in full the provision of the BOC
Conmngent liabilities of RMB 42.5 million (2018: Provision for contingent Labilities of RMB 42.5 million) to the
consolidated profit or loss for the year. The reversal was made as the PRC management has advised the Board that

the BOC Corporate Guarantee was settled by a third party (refer to Note 28(b) for details).

# Share of fixed cost under the "stop of supply” order between Taixing Jurong and Taixing Sunke.

The amount has been restated as it was erroneously omitted in FY2018 disclosure.
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6(a) Other operating expenses
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Continuing Discontinued Total
operations operations
2019 2018 2019 2018 2019 2018
The Group Note RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
Property, plant and equipment
written off - - - 2,863 - 2,863
Cost of raw material and steam
sold and provision of waste
water treatment services 2,591 25,628 11,122 16,805 13,713 42,433
Loss on disposal of property,
plant and equipment 1,544 - - - 1,544 -
Penalty 304 1 - 2,614 304 2,615
Impairment loss of property,
plant and equipment 9 - 199,030 - B - 199,030
Contingent liabilities for
financial guarantees issued
to third parties 28(b) - 42,500 - - - 42,500
Impairment loss on
value-added tax recoverable 15 - 83,951 - E - 83,951
Impairment loss on prepayment 18 5,982 19,625 - - 5,982 19,625
Restoration and dismantle
charges 23 - 45,573 - - - 45,573
Impairment loss on trade
receivables 18 19,209 - - - 19,209 -
Share of operating expenses of
disposal group classified
as held for sale # 143,627 89,502 - - 143,627 89,502
Exchange loss 504 - - B 504 -
Other miscellaneous expenses 3,651 4,222 904 1,326 4,555 5,548
177,412 510,032 12,026 23,608 189,438 533,640
# This related to share of the fixed costs, depreciation and amortisation incurred by disposal group classified as held

for sale, Taixing Sunke, as a result of “stop of supply” order implemented against Taixing Jurong which was
stipulated in the products supply agreement between Taixing Sunke and Taixing Jurong (Note 13(c)).

6(b) Finance costs

The Group

Interest paid and payable to banks

Continuing
operations

2019
RMB’000

48,753

2018
RMB’000

73,062

Discontinued

operations
2019 2018
RMB’000 RMB’000
125 7,097

Total
2019 2018
RMB’000 RMB'000

48,878 80,159
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6(c) Profit/(Loss) before taxation

Profit/(Loss) before taxation has been arrived at after charging/(crediting):
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Continuing Discontinued
operations operations Total
2019 2018 2019 2018 2019 2018
The Group Note RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB'000
Audit fees paid to:
- auditor of the Company 1,716 1,934 - - 1,716 1,934
- others 3,904 269 90 180 3,994 449
Cost of inventories included in
cost of sales 17 933,566 1,467,373 - - 933,566 1,467,373
Net foreign exchange loss 271 1,753 2,745 4,054 3,016 5,807
Staff costs 16,245 33,936 11,549 16,729 27,794 50,665
Contributions to defined
contribution plans, included
in staff costs 2,125 3,710 2,463 750 4,588 4,460
Depreciation of property,
plant and equipment 9 21,902 109,654 62,369 77,644 84,271 187,298
Impairment loss of trade
receivables 18 19,209 - - E 19,209 -
Amortisation of right-of-use
assets 10 15,928 - 302 - 16,230 -
Amortisation of intangible assets 11 707 812 74 82 781 894
Amortisation of land use rights 12 - 1,334 - 518 - 1,852
Severance compensation 22 - 12,700 - - - 12,700
Operating lease expense - 887 26 397 26 1,284
Inventory write down 17 1,307 - - - 1,307 -
Directors’ fees 1,012 250 - & 1,012 250
7 Taxation
The Group 2019 2018
RMB’000 RMB'000
From Continuing operations:
Current taxation - 37
Under provision in respect of previous years
- Current taxation 16 563
16 600
From Discontinued operations (Note 13(c)):
Current taxation 3,039 2,677
Under provision in respect of previous years
- Current taxation - 7,330
3,039 10,007
3,055 10,607
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7 Taxation (Cont’d)
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The tax on the Group’s results before tax differs from the theoretical amount that would arise using the

applicable rate of income tax in each national jurisdiction as follows:

2019 2018
The Group RMB’000 RMB’000
Profit before tax from:
- Continuing operations 70,921 (685,841)
- Discontinued operations (Note 13(c)) 23,854 23,052
94,775 (662,789)
Income tax using applicable tax rates 23,942 (165,654)
Adjustments:
Non-taxable income ") (93,902) (3,086)
Non-deductible expenses 2 1,369 93,888
Under provision in respect of previous years 16 7,893
Deferred tax assets not recognised 71,630 77,684
Utilisation of deferred tax assets on temporary difference not recognised
in previous years - (56)
Tax incentives - (62)
3,055 10,607

O] This mainly relates to the gain of disposal of RMB 321.4 million on disposal of Taixing Sunke and write back of

provision of contingent lability of RMB 42.5 million.

@ This is mainly related to impairment loss of property, plant and equipment of RMB 199.0 million (Note 9),
impairment loss of VAT recoverable of RMB 83.9 million (Note 15), impairment loss on prepayment of RMB
19.6 million (Note 18), provision for restoration of RMB 45.6 million (Note 23) and the provision for contingent
liabilities of RIVB 42.5 million in respect of the financial guarantee (Note 28(b)) made in the prior financial year.
®) Deferred tax asset has not been recognised as it is not probable that future taxable profits will be available against

which the relevant subsidiaries can utilise the benefits (Note 15).

The above reconciliation is prepated by aggregating separate reconciliation for each national jurisdiction.

JJC, JJP, Taixing Jurong, Yixing Yinyan Import and Export Co., Ltd. (“YYIE”) and Taixing Sunke are subject

to the PRC income taxes rate at 25% (2018 - 25%) on their taxable profit.

Sunvic Chemical Holdings Limited, Dynix Pte. Ltd. and SunVic Asia Pacific Investments Holdings Pte. Ltd.

are subject to Singapore income tax rate at 17% (2018 - 17%) on its taxable profit.



SunVic Chemical Holdings Limited
and its subsidiaries

54

Notes to the financial statements for the year ended 31 December 2019

8 Profit/(loss) per share

Basic profit/(loss) per share is calculated by dividing the net loss attributable to owners of the Company by
the weighted average number of ordinary shares in issue of 532,001,000 (2018 - 532,001,000) shares during the

financial year.

Continuing Discontinued
operations operations Total
2019 2018 2019 2018 2019 2018
The Group
Net profit/(loss) attributable to
owners of the Company
(RMB’000) 72,548 (643,723) 20,815 13,045 93,363 (630,678)
Weighted average number of
ordinary shares outstanding
for basic earnings per
share (‘000) 532,001 532,001 532,001 532,001 532,001 532,001
Basic earnings/(loss) per share
(RMB cents per share) 13.6 (121.0) 3.9 2.5 17.5 (118.5)
Diluted eamings/(loss) per share
(RMB cents per share) 13.6 (121.0) 3.9 2.5 17.5 (118.5)

For the purpose of calculating diluted earnings/loss per share, loss attributable to owners of the patent of the
Company and the weighted average number of ordinary shares outstanding are adjusted for the effects of all
dilutive potential shares. As there are no dilutive potential ordinary shares that were outstanding during the
year, the basic eatnings per share is the same as the diluted earnings per share.
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9 Property, plant and equipment (Cont’d)
Furniture
The Company and fixture
RMB'000
Cost
At 1 January 2018 =
Additions 45
At 31 December 2018 45
Additions -
At 31 December 2019 45
Accumulated depreciation and impairment losses
At 1 January 2018 -
Depreciation 12
At 31 December 2018 12
Depreciation 15
At 31 December 2019 27
Net carrying amount
At 31 December 2019 18
At 31 December 2018 33

The Group as lessor

The Group leases out a number of equipment under operating leases. The leases run for a period of 3 years.
None of the lease includes variable lease payments. The disaggregation of these equipment under operating
leases included within plant and equipment and the reconciliation of the carrying amount at the beginning
and end of the year are set out as below:

The Group Plant and
Machinery under

operating leases

RMB’000
Cost
At 1 January 2019 and 31 December 2019 111,868
Accumulated depreciation and impairment
At 31 December 2018 58,168
Depreciation 3,644
At 31 December 2019 61,812
Net book value
At 31 December 2019 ) 50,056

At 31 December 2018 - 53,700
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9 Property, plant and equipment (Cont’d)

(a) Impairment assessments during the vear ended 31 December 2018

The details of the property, plant and equipment held by the companies within the Group are as follows:

JJc JJP TXJC YYIE The Company Total
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’'000
Carrying amount 91,425 151,465 293,365 509 33 536,797
Less: impairment loss
recognised in 2018 (30,554) (136,000) (32,476) - - (199,030)
Net book value 60,871 15,465 260,889 509 33 337,767
Note () (i) (iii)

im: immaterial

@ JJC

As announced in the previous announcement dated 27 March 2019 and 8 April 2019, it was reported that the
local Xiangshui government had decided to completely shut down the chemical zone at the Xiangshui Chemical
Industry Park in Yancheng city, Jiangsu Province, PRC, in which a severe explosion occutred whete JJC was
operating.

In view of the shut down, there is material uncertainty in JJC’s ability to generate future economic cash inflow
from its property, plant and equipment. During the financial year ended 31 December 2018, the management
made an impairment loss of RMB 30.6 million on the plant and machinery of JJC on the prudent assumption
that these plants will be permanently shut down. At the end of the reporting period, the accumulated
impairment losses on the JJC’s plant and machinery amounted to RMB 1,045,434,000 (2018 - RMB
1,045,434,000).

@ JJP

The Group has an 82.1% owned subsidiary in the PRC, JJP which owned a cracking plant and a methyl tertiary-
butyl ether (MTBE) Plant.

As announced in the previous announcement dated 27 March 2019 and 8 April 2019, it was reported that the
local Xiangshui government had decided to completely shut down the chemical zone at the Xiangshui Chemical
Industry Park in Yancheng city, Jiangsu Province, PRC, in which a severe explosion occurred where JJP was
operating.

In prior financial year, the management made an impairment loss of RMB 136.0 million on the plant and
machinery of ]JJP on the prudent assumption that these plants will be permanently shut down. At the end of
the reporting period, the accumulated impairment losses on the JJP’s plant and machinery amounted to RMB
228,662,000 (2018 - RMB 228,662,000).
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9 Property, plant and equipment (Cont’d)

Impairment assessments durine the

(@)

(111) Taixing Jurong

rear ended 31 December 2018 (Cont’d

An impairment loss of RMB 32.4 million was recognised in profit or loss for the year ended 31 December
2018 in respect of the property, plant and equipment of Taixing Jurong. The impairment loss was undertaken
in view of the net loss suffered by Taxing Jurong following a valuation performed by an independent
professional valuer. At the end of the reporting period, the accumulated impairment losses on the Taixing
Jurong’s plant and machinery amounted to RMB 55,840,000 (2018 -RMB 60,461,000).

Certain land use rights of Taixing Jurong are subject to the Taixing Sunke arbitration proceeding (Note 13 (c)).

(b) Security

As at 31 December 2019, property, plant and equipment of the Group with a carrying amount of RMB

Nil (2018 - RMB 289,730,000) were pledged as security to secure bank loans (Note 21).

(c) Construction work-in-progress as at 31 December 2019 mainly relates to the construction of an
electricity substation, office building and preliminary preparation work in the Economic Development
Zone of Taixing City, the PRC, for future construction of chemical production facility. As at 31
December 2019, the capitalised costs amounted to RMB 19,100,000 (2018 - RMB 138,200,000).

(d) As at 31 December 2019, the accumulated impairment loss and accumulated depreciation on propetty,
plant and equipment for the Group is RMB 1,253,937,000 (2018 - RMB 1,334,557,000) and RMB

398,263,000 (2018 - RMB 379,743,000)

10 Right-of-use assets

Leasehold Land use Office
buildings rights premise Total
The Group Note RMB’000 RMB’000 RMB’000 RMB’000
At Cost
Adoption of SFRS(I) 16:
- Initial recognition 2(b) - - 1,611 1,611
Reclassification from property, plant
and equipment 2(b), 9 640,161 - - 640,161
Reclassification from land use right 2(b),12 - 38,542 - 38,542
Balance at 1 January 2019 640,161 38,542 1,611 680,314
Additions - 1,209 - 1,209
Reclassification from CIP 9 19,108 - - 19,108
Balance at end of year 659,269 39,751 1,611 700,631
Accumulated depreciation and impairment
Adoption of SFRS(I) 16:
Reclassification from land use right 2(b),12 - 6,014 - 6,014
- Reclassification from property, plant
__and equipment 9 471,270 - - 471,270
Balance at 1 January 2019 471,270 6,014 - 477,284
Depreciation/amortisation during the year 14,658 798 472 15,928
_Balance at end of year 485,928 6,812 472 493,212
Carrying amount:
_At31 December 2019 173,341 32,939 1,139 207,419
At 1 January 2019 _ 168,891 32,528 1.611 203,030




SunVic Chemical Holdings Limited 60
and its subsidiaries
Notes to the financial statements for the financial year ended 31 December 2019

10 Right-of-use assets (Cont’d)
Office
premise Total
The Company Note RMB’000 RMB’000
At Cost
Adoption of SFRS(I) 16:

- Initial recognition 2(b) 1,611 1,611
Balance at 1 January 2019 - -
Additions - -
Balance at end of year 1,611 1,611
Accumulated depreciation and impairment
Balance at 1 January 2019 - -
Depreciation/amortisation during the year 472 472
Balance at end of year 472 472
Carrying amount:

At 31 December 2019 1,139 1,139
At 1 January 2019 1,611 1,611
(a) The Group has land use rights over 8 plots of state-owned land in the PRC where the Group’s PRC
manufacturing and storage facilities reside. The land use rights have a remaining average tenure of 34

years (2018 - 35 years).

(b) The Group disposed land use rights of leasehold land in Taixing Jurong to a third party for
consideration of RMB 12,920,000 for the financial year ended 31 December 2018. The Group
recognised a gain on sales of land use rights of RMB 9,429,000 for the financial year ended 31
December 2018 (Note 5).

() As at 31 December 2019, land use rights of the Group with a carrying amount of RMB 22,880,000
(2018 - RMB 27,864,000) are pledged as security to secure bank loans (Note 21).

(d) As at 31 December 2019, leasehold properties of the Group with a carrying amount of RMB 28,351,
000 (2018 - RMB Nil) were pledged as security to secure bank loans (Note 21).

(e) Certain land use rights of Taixing Jurong are subject to the Taixing Sunke arbitration proceeding (Note

13(c)).

Details of the land use rights in the Group’s right-of-use assets as at 31 December 2019 are as follows:

Location Acquired from Land area Tenure Net book value
(sq.-m)
Land use rights RMB’000
JJC
Jingang Village, Chenjiagang Land and Resources 1,344 34 years 843
Town, Xiangshui County, Jiangsu  Bureau of Xiangshui
province, The PRC County
62,854 48 years 742
Shadang Village, Chenjiagang Land and Resources
Town, Xiangshui County, Jiangsu  Bureau of Xiangshui
province, The PRC County
71,874 49 years 972
Shadang Village, Chenjiagang Land and Resources
Town, , Xiangshui County, Bureau of Xiangshui

Jiangsu province, The PRC County
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10 Right-of-use assets (Cont’d)

() Details of the land use rights in the Group’s right-of-use assets as at 31 December 2019 are as
follows (Cont’d):

Location Acquired from Land area Tenure Net book value
(sq-m)
Land use rights RMB’000
JJC (Cont'd)
Shadang Village, Chenjiagang Land and Resources 174,144 50 years 2,090
Town, Xiangshui County, Jiangsu  Bureau of Xiangshui
province, The PRC County
Chenjiagang Chemical Industry Land and Resources 14,581 42 years 1,033
Park, Xiangshui County, Jiangsu Bureau of Xiangshui
province, The PRC County
Chenjiagang Chemical Industry Land and Resources 9,391 336
Park, Chenjiagang Bureau of Xiangshui
Town, , Xiangshui County, County
Jiangsu province, The PRC
Chenjiagang Chemical Industry Land and Resources 26,667 50 years 960
Park, Chenjiagang Town, Bureau of Xiangshui
Xiangshui County, Jiangsu County
province, The PRC
JJP
Chenjiagang Chemical Industry Land and Resources 12,211 45 years 3,083
Park, Chenjiagang Town, Bureau of Xiangshui
Xiangshui County, Jiangsu County
province, The PRC
TXJC
Cao Yuan Formation and Xu Qing  Land and Resources 206,546 46 years 22,880
Formation in Jiangzha Village, Bureau of Taixing
Binjiang Town, Taixing City, Municipal
Jiangsu province, The PRC
Total land use rights - B 32,939
11 intangible assets
Technology Computer
The Group know-how software Total
RMB’000 RMB’000 RMB’000
Cost
At 1 January 2018 12,557 3,201 15,758
Disposal of joint operation - (1,127) (1,127)
Transfer from construction-in-progress - o 291
At 31 December 2018 12,557 2,365 14,922
_Transfer from construction-in-progress - - -
At 31 December 2019 12,557 2,365 14,922
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11 Intangible assets (Cont’d)

Technology Computer

The Group know-how software Total

RMB’000 RMB’000 RMB’000
Accumulated amortisation
At 1 January 2018 4,910 1,589 6,499
Amortisation charge 478 334 812
Disposal of joint operation - (274) (274)
At 31 December 2018 5,388 1,649 7,037
Amortisation charge 479 228 707
At 31 December 2019 5,867 1,877 7,744
Net carrying amount
At 31 December 2019 6,690 488 7,178
At 31 December 2018 7,169 716 7,885

Technology know-how relates to production technology and is assessed to have finite useful life of 10 years in

view of the changing technology in the chemical industry.

These intangible assets were held in the books of JJC and JJP.

12 Freehold land / Land use rights

31 December

31 December

The Group 2019 2018
RMB’000 RMB’000
Cost
Balance at beginning of year 50,914 66,319
Adoption of SFRS(I) 16 (Note 2(b), Note 10) (38,542) -
At 1 January 12,372 66,319
Additions - (3,147)
Transfer to disposal group classified as held for sale (Note 13(c)) - (12,258)
Foreign translation differences 205 -
At 31 December 12,577 50,914
Accumulated amortisation
Balance at beginning of year 6,014 7,146
Adoption of SFRS(1) 16 {Note 2(b), Note 10) (6,014) -
At 1 January - 7,146
Transfer to disposal group classified as held for sale (Note 13(c)) - (2,243)
Disposals - (223)
Amortisation charge - 1,334
At 31 December - 6,014
Net carrying amount
At 31 December - 12,577 44,900
Amount to be amortised:
- Not later than one year - 1,334
- Later than one year but not later than five years - 5,337
- 25,857

- Later than five years

32,528
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12 Freehold land / Land use rights (Cont’d)

Upon transition to SFRS(I) 16, the Group has elected to present the right-of-use assets (or leasehold land)
separately from other assets in the statement of financial position and therefore reclassifies this land use rights
from “land use rights” to “right-of-use assets” in the statement of financial position. As at 31 December 2018,
the carrying amounts of the land use rights and freehold land were RMB 32,528,000 and RMB 12,372,000
respectively totalling RMB 44,900,000. On adoption of SFRS(I) 16, land use rights of RMB 32,528,000 were
reclassified to right-of-use assets on 1 January 2019 (Note 2(b)).

As at 31 December 2019, land use rights relate solely to the freehold land of the Group.

(a) The Group has land use rights (or leasehold land) over 8 plots of state-owned land in the PRC where
the Group’s PRC manufacturing and storage facilities reside. The land use rights have a remaining
average tenure of 34 years (2018 - 35 years).

(b) Freehold land

Included in land use rights were freehold land in Sections 1,2, 3 and 4 Township 13 South, Range 12
East, Southeastern District of Louisiana East of the Mississippi River, Plaquemines Parish, Lousiana
of RMB 12,577,000 (2018 - RMB 12,372,000 (classified as non-current assets held for sale).

(©) In prior year, the Group disposed of its land use rights of leasehold land in Taixing Jurong to a third
patty for consideration of RMB 12,920,000 for the financial year ended 31 December 2018. The Group
recognised a gain on sales of land use rights of RMB 9,429,000 for the financial year ended 31
December 2018 (Note 5).

(d) In prior year, certain land use rights of Taixing Jurong are subject to the Taixing Sunke arbitration
proceeding (Note 13 (c)).

13(a) Investment in subsidiaries

31 December 31 December

The Company 2019 2018

RMB’000 RMB'000

Unquoted equity investments, at cost 399,884 399,884
Less: Accumulated impairment losses

Balance at beginning (57,261) (57,261)

Impairment charge - -

Balance at end (57,261) (57,261)

342,623 342,623
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13(a) Investment in subsidiaries (Cont’d)

Details of subsidiaries are as follows:

Name of subsidiary

Held by the Company:
Dynix Pte. Ltd. ™

Jiangsu Jurong Chemical
Co., Ltd. @

SunVic Asia Pacific Investments
Holdings Pte. Ltd. (“SVAP") (1)

Held through Dynix:
Jurong Chemical LLC

Link Way Trading Limited
(“LWT") @

Held through LWT:
Link Way Louisiana LLC )

Held through JJC:
Yinyan Products Quimicos Ltd. 9

Yixing Yinyan Import and
Export Co., Ltd. (“YYIE") @
Yinyan Argentina SA @
Taixing Jurong Chemical Co.,
Ltd. (“TXJC") @

Jiangsu Jurong Petrochemicals
Co., Ltd. (*JJP") 2

Held through TJC:
Taixing Sunke Chemicals Co.,
Ltd. (“Taixing Sunke”) &

) Audited by Foo Kon Tan LLP. Singapore, Chartered Accountants

Country of Proportion of ownership
incorporation/ interest and voting rights
and operation Principal activities held by the Group

31.12.2019 31.12.2018

% %

Singapore Import and export of 100 100
chemical products

PRC Manufacture and sale of 100 100
chemical products

Singapore Investment holding 42.4 42 .4
United States of  Trading business and 100 100

America provision of after-sales
("USA") services
British Virgin Import and export of 100 100
Islands (“BVI") chemical products
USA Trading business and 100 100
provision of after-sales
services
Brazil Import and export of - -
chemical products
PRC Import and export of 100 100
chemical products
Argentina Import and export of 100 100
chemical products
PRC Manufacture and sale of 100 100
chemical products
PRC Manufacture and sale of 82.1 82.1
chemical products
PRC Manufacture and sale of # #

chemical products

Audited by HLB Liaomng Zhongheng CPAs Co., Lid., PRC, a member firm of FILB International, for the purpose of consolidanon

} Unaudited, dormant

Not required to be audited in the country of incorporation

Strike off on 30 October 2017,

The Group has 45w cquity mrerest n Taxing Sunke which is accounted for as jomt operaton (Note 13(b)) and classified as disposal group
classificd as held for sale and discontinued operations in 2018, The disposal was completed upon the transter of equity on 7th Aug 2019,

Investment in SVAP

@ Norwithstanding that Company has only a 42.4% equity interest in SVAP, it considers that it has
control over SVAP because Whitefield Capital Inc. owns the remaining 57.6% equity interest in SVAP
and is a related party to the Company whereby the majority of the key management personnel in
SVAP are the same of those of the Company. Consequently, SVAP is accounted for as a subsidiary

in the Group.
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13(a) Investment in subsidiaries (Cont’d)

Investment in SVAP (Cont’d)

(i1) Summarised financial information of subsidiaries with material non-controlling interests

Set out below are the summarised financial information for each subsidiary that has non-controlling interests
that are material to the Group. These are presented before inter-company eliminations. There were no
transactions with non-controlling interests for the financial years ended 31 December 2018 and 201 9.

Proportion of ownership
interest and voting

Country of rights held by
Name of subsidiary incorporation Principal activities non-controlling interests
31.12.2019 31.12.2018
% %

Jiangsu Jurong Petrochemicals PRC Manufacture and sale of 17.9 17.9
Co., Ltd. chemical products

2019 2018
Summarised statement of financial position RMB’000 RMB'000
Current
Assets 8,696 10,601
Liabilities (783,414) (782,624)
Total net current liabilities (774,718) (772,023)
Non-current
Assets 19,430 25,809
Net liabilities (755,288) (746,214)

2019 2018
Summarised income statement RMB’000 RMB’000
Revenue - 8,904
Expenses (9,074) (247,447)
Loss before income tax (9,074) (238,543)
Income tax expense - -
Loss after tax (9,074) (238,543)
Other comprehensive income 2 2
Total comprehensive loss (9,074) (238,543)

=lg'tal comprehensive loss allocated to non-controlling interests (1,624) (42,699)

Dividends paid to non-controlling interests - -

2019 2018
Summarised cash flows RMB’000 RMB’000
Cash flows used in operating activities (19) (746)
Cash flows generated from investing activities - 58

Net decrease in cash and cash equivalents ) ] (19) (688)
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13(b) Investment in joint operation

The Group holds a 45% equity interest in the joint operation, Taixing Sunke, through its wholly owned
subsidiary Taixing Jurong. The joint operation has been classified as disposal group classified as held for sale
and discontinued operations in 2018 and disposed on 7 August 2019. (Note 13 (c)).

13(c) Disposal group classified as held for sale and discontinued operation

On 2 November 2018, the management has informed the Board of Directors of the Company that an
arbitration proceeding was commenced on 27 August 2018 against Taixing Jurong, a wholly-owned subsidiary
of the Company, in China International Economic and Trade Arbitration Commission (“CIETAC”) by
Taixing Sunke, which is a 45%-55% joint venture between Taixing Jurong and Arkema Asie SAS respectively.
The arbitration proceeding was commenced by Taixing Sunke against Taixing Jurong for monies amounting
to approximately RMB 404 million which are due and owing by Taixing Jurong to Taixing Sunke in respect of
Actylic Acid and Acrylate Esters provided by Taixing Sunke to Taixing Jurong. Taixing Sunke had applied
injunctions against Taixing Jurong to freeze effectively all of the assets of Taixing Jurong up to the amount
claimed under the arbitration proceeding (the “Injunctions”) and was granted the Injunctions by Taizhou City
Intermediate People’s Courts of the People’s Republic of China on 31 August 2018.

Taixing Jurong has entered into a binding letter of intent (“LOI”) with Arkema Asie SAS (the “Purchaser”)
on 5 November 2018. Pursuant to the LOI, Taixing Jurong has committed to, amongst others, dispose of its
45% equity interest in the share capital (the “Sale Shares”) of Taixing Sunke, to the Purchaser (or any of its
affiliates) (the “Proposed Disposal”).

Pursuant to the LOI, Taixing Jurong and the Purchaser have agreed that the consideration for the Proposed
Disposal shall be RMB700 million plus Amount X (as defined below) (the “Transfer Price”). Under the
Amended and Restated Product Supply Agreement signed between Taixing Jurong and Taixing Sunke on 18
June 2016, Taixing Jurong is liable to pay (i) the fixed costs and a markup fee of 10% accrued from the later
of the date on which the Transaction Documents are entered into or 31 December 2018 until the Closing
Date, and (i) depreciation and amortisation and a mark-up fee of 10% accrued from 1 October 2018 until the
Closing Date (items (i) and (i) being collectively referred to the “Amount X”). Amount X is estimated to be
RMB108.7 million if Closing Date falls on 30 April 2019 and will vary if the Closing Date is eatlier than 30
April 2019.

Taixing Jurong and the Purchaser further agreed that within two (2) business days from the date of the LOI,
the Purchaser will procure Taixing Sunke to apply to the CIETAC to suspend the arbitration proceedings
commenced against Taixing Jurong and within five (5) business days upon receipt by Taixing Jurong of the
Acknowledgement of the Amount X, the Purchaser will procure Taixing Sunke to apply to CIETAC to
withdraw the injunctions granted and the arbitration commenced against Taixing Jurong. The estimated net
proceeds from the Proposed Disposal is RMB 300 million.

Taixing Sunke, Taixing Jurong, Arkema Asie and Arkema (China) Investment Co., Ltd. (“Arkema (China)”
and together with Arkema Asie, the “Purchasers”), have entered into the Equity Transfer Agreement on 30
January 2019 in respect of the Proposed Disposal. Arkema (China) is a foreign investment holding company
incorporated in the PRC, and is a wholly-owned subsidiary of Arkema Asie SAS.
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13(c) Disposal group classified as held for sale and discontinued operation (Cont’d)

Pursuant to the Notice of Compliance by the Singapore Exchange Regulation (“SGX Regco”), as announced
by the Company on 13 February 2019, pending the outcome of the Audit Committee’s investigations into the
veracity of the YFC and BOC Loans and the circumstances surrounding the purported unauthorised
Corporate Guarantees, SGX Regco directs the Company to:

) Place the proceeds from the Proposed Disposal in an Escrow Account (“Escrow Account”) to be
operated jointly by the independent directors of the Company, resident in Singapore;

(i) All receipts from the Proposed Disposal must be paid into the Escrow Account;

(3if) The amounts in the Escrow Account cannot be withdrawn until the completion of the investigations

and agreed by the Exchange, save for the settlement of expenses and intercompany debts as set out
in the Payment Terms of the Equity Transfer Agreement; and

(iv) All withdrawals from any of the Escrow Accounts must be reviewed by the Company’s internal auditor
and external auditor (the “Auditors™), for its basis and veracity, and that the Auditors must confirm
that they are satisfied that the withdrawals will be disbursed to the right party for proper and legitimate
usage of the Company or any of its subsidiaries.

The Notice of Compliance by SGX Regco has been incorporated in the Circular to Shareholders for the
Proposed Disposal of Taxing Sunke dated 29 June 2019.

As a safeguard to ensure the compliance with the Notice of Compliance and such other directions of the SGX-
ST with regard to the Escrow Account, by way of a letter from Taixing Jurong to the Purchasers dated 17
June 2019 (hereinafter referred to as the Taixing Jurong Letter) and with a copy provided to the SGX-ST,
Taixing Jurong had requested, agreed and acknowledged that, notwithstanding any provisions in the Equity
Transfer Agreement, the Purchasers shall not be obliged to remit the Transfer Price to Taixing Jurong unless
and until the following conditions are satisfied:

® the SGX-ST has given its approval or its no objection in writing to the Purchasers with respect to the
selection of the Escrow Agent and terms and conditions of the Escrow Agreement;

(i) the Escrow Agreement has been duly signed by the parties thereto; and

(ii1) the Escrow Account has been opened in compliance with applicable laws and regulations in the PRC

and the Escrow Agreement and to the satisfaction of all the SGX-ST Escrow Requirements,
(collectively, hereinafter referred to as the Escrow Account Conditions). Such request, agreement and
acknowledgement by Taixing Jurong to the Purchasers are irrevocable save with the prior approval
of the SGX-ST in writing.

By way of a letter from the Purchasers to the SGX-ST dated 17 June 2019 (hereinafter referred to as the
Purchasers Letter) and with a copy provided to Taixing Jurong, the Purchasers had provided their undertaking
to the SGX-ST that they shall not remit the Transfer Price to Taixing Jurong unless and untl the Escrow
Account Conditions are satisfied.

On 15 July 2019, the shareholders of the Company had approved of the Proposed Disposal of Taixing Sunke

to the Purchasets.

The Proposed Disposal has been completed on 7 August 2019. The arbitration and injunction to freeze the
assets of Taixing Jurong have been withdrawn as of the date of the previous year’s financial statements.

In compliance with SFRS(I) 5 - Now-current assets held for sale and discontinued operations, the Proposed Disposal of
Taixing Sunke has been presented under discontinued operations in the consolidated statement of profit or
loss and other comprehensive income as the Proposed Disposal represented a significant joint operation of
the Group that was proportionately consolidated in prior vears. Comparative figures have been re-presented
in the previous financial year’s financial statements.
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13(c) Disposal group classified as held for sale and discontinued operation (Cont’d)

An analysis of the results of discontinued operations, and the results recognised on the remeasurement of the

disposal group were as follows:
Period from 1

January 2019 to Year ended

7 August 2019 31 December

(date of disposal) 2018

Summarised statement of comprehensive income RMB’000 RMB’000
Revenue * 777,877 1,308,078
Cost of sales * (744,159) (1,304,341)
Gross profit 33,718 3,737
Other operating income 14,820 72,621
Selling and distribution expense (1,443) (2,680)
Administrative expense (11,090) (19,921)
Other operating expenses (12,026) (23,608)
Finance costs (125) (7,097)
Profit before taxation 23,854 23,052
Taxation (3,039) (10,007)
Profit after taxation from discontinued operations 20,815 13,045

Share of revenue and cost of sales of Taixing Sunke has being fully eliminated in the consolidated statement
of profit and loss and other comprehensive income to the extent of Taixing Jurong’s share of the revenue

and cost of sales of Taixing Sunke.

The impact of the discontinued operations on the cash flows of the Group was as follows:

Period from 1

January 2019 to Year ended
7 August 2019 31 December
‘(date of disposal) 2018
Summarised cash flows RMB’ 000 RMB’ 000
Cash flows generated from operating activities 62,463 35,545
Cash flows used in investing activities (48,642) (51,221)
Cash flows used in financing activities (28,714) (41,409)
Net decrease in cash and cash equivalents (14,893) (57,085)
Assets directly assoctated with disposal group classified as held for sale:
Year ended
31 December
2018
RMB'000
Property, plant and equipment 489,338
Land use right (net) Note (12) 10,015
Intangible asset 853
Inventories 45,143
Trade and other receivables 198,651
_Cash and cash equivalents 47,883
o - 791,883
Liabilities directly associated with disposal group classified as held for sale:
Year ended
31 December
2018
RMB'000
Trade and other payables 285,368
_Long-term borrowings 114,750

___400.118
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13(c) Disposal group classified as held for sale and discontinued operation (Cont’d)

The Group disposed of Taixing Sunke during the year. Details of the disposal are as follows:

Year ended
31 December
2019
RMB’000
Carrying amounts of net assets disposed of
Property and equipment (net} 768,198
Land use right 21,555
Intangible asset 977
Inventories 64,368
Trade and other receivables 470,033
Cash and cash equivalents 32,990
Trade and other payables (394,160)
Long-term borrowings (139,771)
Other reserves (4,527)
Net assets derecognised 819,663
Cash consideration 875,410
Total cash consideration 875,410
Gain on disposal
Total cash consideration 875,410
Less: Net assets derecognised (819,663)
Add: Consolidation adjustments 265,665
Gain on disposal 321,412

The consolidation adjustments mainly relate to sales of property, plant and equipment from Taixing Jurong to
Taixing Sunke and other consolidation adjustments that have been realised on disposal of Taixing Sunke. The
gain on disposal of Taixing Sunke of RMB 321,412,000 (2018: Nil) during the financial year ended 31

December 2019 is recorded within “other income” in profit or loss.

The net proceeds from disposal of Taixing Sunke are as follows:

Year ended

31 December

2019

RMB’000

As recorded in the Escrow Accounts

The First instalment: Proceeds from purchaser 175,410
The Second instalment: Proceeds from purchaser 322,922
The Third Instalment: Proceeds from purchaser 377,078
Total cash consideration 875,410
Settlement of net debt due to Taixing Sunke (322,922)
Settlement of Amount X (Share of overheads) (175,410)
Net balance subjected to SGX Compliance requirements (Restricted cash — Note 16) 377,078

The aggregate net proceeds from the disposal of Taixing Sunke in the Escrow Accounts as at 31 December
2019 are RMB 377,376,000 which included interest income of RMB 298,000 as at that date.

14 Deferred taxation
Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets

against current tax liabilitics and when the deferred taxes relate to the same fiscal authority. The amounts,
determined after appropriate oftsetting, are shown on the statement of financial position as follows:



SunVic Chemical Holdings Limited 70
and its subsidiaries
Notes to the financial statements for the financial year ended 31 December 2019

14 Deferred taxation (Cont’d)

31 December 31 December
The Group 2019 2018
RMB’000 RMB'000
Deferred tax assets
- To be recovered after one year - -
Deferred tax liabilities
- To be settled after one year (7,500) (7,500)

The balance comprises tax on the following temporary differences:

Excess of net book value

over tax written down value Unappro-
The Group of qualifying property, priated
Plant and equipment profits Total
RMB'000 RMB’000 RMB'000
At 31 December 2019 - (7,500) (7,500)
At 31 December 2018 - (7,500) (7,500)

Unrecoenised deferred tax habilities

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on the dividends to foreign
investors from foreign investment enterprises establish in the PRC. The requirement is effective from 1
January 2008 and applies to earnings after 31 December 2007. A lower withholding tax rate may be applied if
there is tax treaty between the PRC and the jurisdiction of the foreign investor. The Group made provision
for deferred tax liabilities on withholding tax at 5% of the retained earnings of all its PRC subsidiaries.

As at 31 December 2019, the aggregate amount of temporary differences relating to undistributed profits of
subsidiaries for which deferred tax liabilides have not been recognised is RMB 720,102,000 (2018 - RMB
545,831,000). Unutilised tax liability totalling approximately RMB 35,885,000 (2018 - RMB 27,220,000) has
not been recognised in respect of these differences because the Group is in a position to control the timing
of the reversal of the temporary differences and it is probable that such differences will not reverse in the
foreseeable future.

Unrecognised deferred tax assets
Deferred tax assets have not been recognised in respect of the following temporary differences:

2019 2018

The Group RMB’000 RMB'000
Tax losses 1,307,244 832,483
Deductible temporary difference 834,923 2,008,142
2,142,167 2,840,625

— cr—

The Group has unabsorbed tax losses amounting to approximately RMB 1,307,244,000 (2018 - RMB
832,483,000) that will expire berween 2020 to 2022 and which are subject to agreement with the relevant rax
authoritics. These unabsorbed tax losses can be carried forward for offsetting against future taxable income
provided that the provisions of the relevant tax legislations are complied with. There is no expiraton date on

deductible temporary difference amounting to RMB 834,923,000 (2018 - RMB 1,839,666.0100).

Unutilised tax benefits totalling approximately RMB 106,844,000 (2018 — RMB 628,091.000) arising from
deductible temporary difference and tax losses had not been recognised as there was no reasonable certamuy

of thetr realisacion in rhe furare.



SunVic Chemical Holdings Limited 71
and its subsidiaries
Notes to the financial statements for the financial year ended 31 December 2019

15 Value-added tax recoverable
2019 2018
The Group RMB’000 RMB’000
Value-added tax recoverable 83,951,000 83,951,000
Impairment loss™ (83,951,000) (83,951,000)

Net value-added tax recoverable

Value-added tax recoverable pertains to the tax recoverable on the purchase of property, plant and equipment
by JJP since financial year 2014.

* In prior year, an impairment provision of RMB 83,951,000 was made as the chemical zone of which JJP
operates was being ordered to shut down by the local government.

16 Cash and cash equivalents
The Group The Company

31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB’000 RMB’000 RMB'000

Non-current
Fixed deposits — pledged * - 76,739 - -
- 76,739 - -

Current

Cash and bank balances 7,780 25,434 296 810
Fixed deposits — pledged 404,013 203,431 - -
Restricted bank balances # 377,376 - - -
789,169 228,865 296 810
Total 789,169 305,604 296 810

" Fixed deposits pledged relating to non-current bank loans.
*Restrcted bank balances comprise of net proceeds from disposal of Taixing Sunke of RMB 377,078,000 and interest
mncome of RNB 298,000 as ar that date (Note 13 (c))

For the purpose of presenting the consolidated cash flow statement, the year-end cash and cash equivalents
comprise the following:

31 December 31 December

The Group 2019 2018

RMB’000 RMB’000

Cash and cash equivalents 789,169 305,604
Less: bank balances — frozen - (16,424)"

Less: fixed deposits - pledged (404,013) (280,170)

Less: restricted bank balances (377,376) -

7,780 9,010

Pledged fixed deposits represent deposits pledged to banks to secure bank borrowings (Note 21) and notes
payables (Note 22). The pledged deposits will be released upon the settlement of relevant bank borrowings and
the expiry of relevant bank guarantees. At the end of the reporting period, the bank balances of RNB Nil (2018
- RMB 16,424,000) were trozen and subject to the Taixing Sunke arbitration proceeding (Note 13(c)). The
arbitration and injunction to freeze the assets of Taixing Jurong have been withdrawn as of the date of the

previous vear's financial statements.

1 The amount has been restared as 1t was erroncoush omitred in FY2018 disclosure.
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16 Cash and cash equivalents (Cont'd)

Restricted bank balances refers to two bank Escrow Accounts designated to receive proceeds from the disposal
of Taixing Sunke. All withdrawals from the bank accounts are subjected to certain conditions and approval by
SGX-ST (Note 13(c)). All withdrawals from any of the Escrow Accounts must be reviewed by the Company’s
internal auditor and external auditor (the “Auditors”), for its basis and veracity, and that the Auditérs must
confirm that they are sadsfied that the withdrawals will be disbursed to the right party for proper and legitimate
usage of the Company or any of its subsidiaries.

17 Inventories
2019 2018
The Group RMB’000 RMB’000
At cost
Raw materials 990 5,306
Packaging materials 3,002 3,051
3,992 8,357
At net realisable value
Finished goods 19,710 9,937
Work-in-progress 356 250
20,066 10,187
24,058 18,544
2019 2018
The Group RMB’000 RMB’000
Statement of profit or loss and other comprehensive income:
Continuing operation
Inventories recognised as an expense in cost of sales (Note 6(c)) 933,566 1,467,373
Inventories recognised as an expense in other operating expenses 2,591 25,628
Inventory write-down - 1,307 -

Inventory write-down relates to inventory written off due to obsolete raw materials.

Inventories amounting to RMB 4,237,000 (2018 - RMB 8,543,000) relate to inventories that are located in the
Xiangshui Chemical Industry Park that have been shut down by the local government (Note 29(h)).
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18 Trade and other receivables
The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB'000 RMB’000 RMB’000
Trade receivables
Trade receivables
- third parties 30,598 40,335 324 315
- joint operation - 76,731 - -
- related parties 532,843 542,863 - -
- subsidiaries - - 42,108 37,718
Notes receivable 300 1,168 - -
563,741 661,097 42,432 38,033
Loss allowances
Balance at beginning of the year (1,012) (1,092) - -
Allowances* (19,209) - - -
Reversal of loss allowance - 80 - -
Balance at end of the year (20,221) (1,012) - -
Net trade receivables, current 543,520 660,085 42,432 38,033
Other receivables
Non-trade amounts due from
subsidiaries - - 14,876 14,793
Other receivables 13,146 44 480 292 122
Other prepayments 18,118 18,471 349 351
Advances to suppliers 31,650 38,758 = =
Loss allowances
Balance at beginning of the year (19,625) - - -
Allowances (290) (19,625) - -
Balance at end of the year (19,915) (19,625) - -
Advance to suppliers, net 11,735 19,133 - -
Value-added tax recoverable 10,229 9,539 - -
Total other receivables, current 53,228 91,623 15,517 15,266
Total trade and other receivables 596,748 751,708 57,949 53,299

*An expected credit loss ("ECL") allowance of RMB 19.2 million (2018: Nil) was recognised in profit or loss
for the year ended 31 December 2019 in accordance with the LCL accounting policies of the Group

Trade and other receivables

Trade receivables are generally on 30 to 90 days’ terms (2018 - 30 ro 90 days’ terms). Trade receivables are
non-interest bearing and are recognised at their original invoice amounts which represent their fair value on
initial recognition.

As at 1 January 2018, the Group’s gross trade receivables from contracts with customers due amounted to
RMB 727,198,000.

At the end of the reporting period, note recervables amounting to RNB 300,000 (2018 - RMB 1,168,000) are
arranged to be settled via letters of credit issued by reputable banks in countries where the customers are

based.

As at 31 December 2019, trade receivables and notes recervable amounted to RMB Nil (2018 - RMB Nil)
were pledged as securities to obtain credit facilitics (Note 21).

Further details of the foreign currencies denomination of trade recenvables and the Group’s financial risk
management of foreign currency risk exposure are sct out in Note 31(d).

Non-trade amounts due from subsidiarics
Non-trade amounts due from subsidiaries FEPIesent eXpenses pad by the Company on behalf of the
subsidiaries. The amounts were unsecured, non-interest bearing and repavable on demand.




SunVic Chemical Holdings Limited 74
and its subsidiaries
Notes to the financial statements for the financial year ended 31 December 2019

18 Trade and other receivables (Cont’d)

Advance to suppliers

This related to prepayments made to suppliers for purchase of materials. In the prior financial year, the Group
has recognised an impairment loss of RMB 19,625,000 as the chemical zone of which JJC operates was being
ordered to shut down by the local government.

Credit risks exposure
The Group uses a provision matrix to measure the lifetime expected credit loss allowance for trade receivables.

The Group determines the expected credit losses on these items by using a provision matrix, estimated based
on historical credit loss experience based on the past due status of the debtors, adjusted as appropriate to
reflect current conditions and estimates of future economic conditions.

The Group’s current credit risk grading framework comprises the following categories:

Category Description Basis for recognising
expected credit losses (ECL)
Performing The countetparty has a low risk of default and does not | 12-month ECL
have any past-due amounts.
Doubtful Amount is >30 days past due or there has been a | Lifetime ECL - not credit-

significant increase in credit risk since initial recognition. | impaired

In default Amount is >90 days past due or there is evidence | Lifetime ECL — credit-impaired
indicating the asset is credit-impaired.
Write-off There is evidence indicating that the debtor is in severe | Amount is written off

financial difficulty and the group has no realistic
prospect of recovery.

The Group’s credit risk exposure in relation to trade receivables under SFRS(I) 9 as at 31 December 2019 and
2018 is set out in the provision matrix as follows:

31 December 2019 Past due
Within 30 3110 60 611090 More than
The Group Current days days days 90 days Total
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB'000
Expected loss rate - - - - 12.0%
Trade receivables -

Gross 147,577 66,227 33,092 149,022 167,823 563,741
Loss allowance - - - - (20,221) (20,221)
31 December 2018 Past due

Within 30 311to 60 61t090  More than
The Group Current days days days 90 days Total
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
Expected loss rate - - - - 0.7%
Trade receivables -

Gross 48,582 198,836 118,213 159,649 135,817 661,097

Loss allowance £ - - - (1,012) (1.012)

Concentrations of credit risk

Concentrations of credit risk exist when changes in economic, industry or geographical factors similarly affect
groups of counterparties whose aggregate credit exposure is significant in relatton to the Group’s total
exposure. The Group determines concentrations of credit risk by monitoring the country and industry sector

profile of 1ts trade receivables on an ongoing basis.
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18 Trade and other receivables (Cont’d)

The credit risk concentration profile of the Group’s trade receivables at the end of the reporting period is as
follows:

The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB’000 RMB’000 RMB'000
PRC 539,374 657,707 42,108 37,718
Asia - others 3,389 1,721 324 315
Others 757 657 - -
543,520 660,085 42,432 38,033

There are no significant concentrations of credit risk, whether through exposure to individual customers,
business segment and/or geographical regions.

The credit risk for trade and other receivables based on the information provided to key management is as

follows:

) Trade and other receivables (excluding prepayments, advances to suppliers and value-added tax
recovetable) that are neither past due nor impaired
The Group The Company

31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB’000 RMB’000 RMB’000

Current
- Trade receivables 147,577 48,582 1,201 1,193
- Other receivables 13,146 44,480 15,168 14,915
Total 160,723 93,062 16,369 16,108

Trade and other receivables that are neither past due nor impaired are credit worthy debtors with a good
pavment record with the Group and the Company.

(1) Trade and other receivables (excluding prepayments, advances to suppliers and value-added tax
recoverable) that are past due but not impaired

The ageing analysis of trade and other receivables (excluding prepayment, advance to suppliers and value-added
tax recoverable) past due but not impaired is as follows:

The Group The Company

31 December 31 December 31 December 31 December

2019 2018 2019 2018

RMB’000 RMB'000 RMB’000 RMB’000

Less than 30 days 66,227 198,836 - -

30 to 90 days 182,114 277,862 1,176 1,162

More than 90 days 147,602 134,805 40,055 35,678
_Total 395,943 611,503 41,231 B 36,840ﬁ

Based on historical credit loss rates have been appropriately adjusted to retlect current condition and forecasts
of future economic conditions, the Group believes that no imparrment allowance is necessary in respect of
trade and other receivables not past duc or past due but not impatred. These recervables are mainly arising by
customers that have a good credit record with the Group.
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18 Trade and other receivables (Cont’d)

Trade and other receivables that are individually determined to be impaired at the end of the reporting period
relate to debtors that are in significant financial difficulties and have defaulted on payments. These receivables
are not secured by any collateral or credit enhancements.

2019 2018
The Group RMB’000 RMB’000
As at 31 December (calculated under FRS 39) 1,012 1,092
Amounts restated through opening retained earnings - -
Opening loss allowance as at 1 January 2018 (calculated under 1,012
SFRS(1)9) - 1,092
Provision for loss allowance during the year 19,209
Reversal of loss allowance during the year - (80)
As at 31 December 20,221 1,012

The ageing analysis of trade and other receivables (excluding prepayment, advance to suppliers and Value-
added tax recoverable) determined to be impaired is as follows:

The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB’000 RMB’000 RMB'000
More than 120 days 20,221 1,012 - B

The carrying amount of trade and other receivables (excluding prepayments, advances to suppliers and value-
added tax recoverable) individually determined to be impaired is follows:

The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB’'000 RMB’000 RMB'000
Gross amount 20,221 1,012 - o
Less: loss allowance (20,221) (1,012) - -

The Group and the Company assessed the latest performance and financial position of the counterparties,
adjusted for future outlook of industry in which the counterparties operate in, and concluded that there has
been no signifi cant increase in the credit risk since the initial recognition of the financial assets. Accordingly,
the Group measured the impairment loss allowance using 12-months ECL and determined that the ECL s
insignifi cant. Other than the above, there is no credit loss allowance for other financial assets at amortised
costs as at 31 December 2019 and 2018.

Financial assets that are neither past due nor impaired

Trade and other receivables that are neither past due nor impaired are creditworthy companies or individuals
with a good payment record with the Group and the Company. Bank deposits that are neither past due nor
impaired are mainly deposits with banks with high credit ratings and no history of default.

Financial assets that are past die but not impaired

There is no other class of financial assets that is past due but not impaired except for trade and other
receivables. Included in trade and other receivables of the Company as at 31 December 2019 1s an amount of
RMB 131.0 million that is due by a related party, Jiangsu Yinvan, that is past due but not impaired. By way ot
financial support level obtained from other related companies, management is of the view that this debr 1s
recoverable.
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19 Share capital

No. of ordinary shares Amount
Group and Company Issued share Treasury Issued share Treasury
capital shares capital shares
31 December 2019 and 31 December 2018 '000 '000 RMB'000 RMB'000
Beginning and end of financial year 533,651 (1,650) 291,516 (1,575)

All issued ordinary shares are fully paid. There is no par value for these ordinary shares. The holders of ordinary
shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at
meetings of the Company. All shares rank equally with regard to the Company’s residual assets.

20 Other reserves
31 December 31 December
The Group 2019 2018
Note RMB’000 RMB’000
Merger reserve (i) (499) (499)
Capital reserve (ii) 250,653 255,286
Foreign currency transiation reserve (iii) (15,192) (15,395)
Special safety reserve (iv) 50,314 50,314
285,276 289,706
Represented by:
Distributable (15,192) (15,395)
Non-distributable 300,468 305,101
285,276 289,706
The movements in other reserves are as follows:
€ Merger reserve represents the difference between the consideration paid and the share capital of a
subsidiary restructured under common control.
(i) Capital reserve comprises accumulated profits transferred by the PRC subsidiaries as required under

the local PRC legislation.

The PRC subsidiaries are required to appropriate 10% of its profits after taxation, as determined under
the PRC Generally Accepted Accounting Principles (the “PRC GAAP”), to the statutory surplus
reserve until the revenue balance reaches 50% of its registered capital. The appropriation to this reserve
must be made before the distribution of dividends to investors. Statutory surplus reserve can be used
to make good previous years” losses, if any, and may be converted into paid-in capital in proportion
to the existing interests of the investors, provided that the balance after such conversion is not less
than 25% of the registered capital.

Under the PRC laws, the creation of a discretionary reserve is optional. In accordance with its Articles
of Association, YYIE is required to appropriate a percentage of its PRC GAAP profits after taxation
as determined by the directors to a discretionary reserve. YYIE has appropriated 5% of such profits
after raxation from 2003 onwards.
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20 Other reserves (Cont’d)

(iif) The foreign cutrency translation reserve comprises foreign exchange differences arising from the
translation of the financial statements of subsidiaries whose functional currencies are different from

the Group’s presentation currency.

31 December 31 December
The Group 2019 2018
RMB’000 RMB'000
Foreign currency translation reserve
Balance at beginning (15,395) (16,204)
Net currency translation differences of financial
statements of foreign subsidiaries 203 809
Balance at end (15,192) (15,395)

(iv) Pursuant to certain regulations issued by the State Administration of Work Safety of the PRC and
other relevant regulatory bodies, the plants are required to set aside funds at prescribed rates. These
funds can be used for maintenance and/or improvements of safe production and is not available for
distribution to shareholders.

21 Borrowings

31 December 31 December
The Group 2019 2018
RMB’000 RMB’'000

Non-current
Secured bank loans - 75,631
- 75,631

Current

Secured bank loans 397,431 395,740
397,431 395,740
Total borrowings 397,431 471,371

The amount repayable within one year is included under current liabilities whilst the amount repayable after
one year is included under non-current liabilities.

The borrowings of the Group are subjected to fixed interest rate.

The borrowings are secured by:

(a) Property, plant and equipment of the subsidiaries (Note 9(b));

(b) Right-of-use assets (land use rights) (Note 10);

) Trade and other receivables (Note 18);

(d) Pledge fixed deposits (Notc 16); and

(e) Guarantee provided by the related parties, a director and a shareholder.

(a) Effective interest rates

The weighted average cffective interest rates (per annum) of total borrowings at the end of reporting period

are as follows:

31 December 31 December

2019 2018

The Group Currency % %
Secured bank loans RMB 3.50-4.35 4.57 -7.50

_Secured bank loans usb - 1.44 -2.16 _1.44-2.61
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21 Borrowings (Cont’d)
(b) Carrying amounts and fair values
Fair values of borrowings

The carrying amounts of current borrowings approximate their fair value. The carrying amounts and fair values
of non-current borrowings are as follows:

31 December 31 December
The Group 2019 2018
RMB’000 RMB’000

Secured bank loan
Carrying amounts - 75,631
Fair values - 78,382

The fair values above are determined from the discounted cash flow analysis, discounted at market borrowing
rates (per annum) of an equivalent instrument at the end of reporting petiod which the directors expect to be
available to the Group as follows:

31 December 31 December

The Group 2019 2018
% %

Secured bank loans 3.17 3.20

(c) Undrawn bank facilities

The amount of stand-by credit facilities available to the Group at the end of the reporting period is RMB
84,917,000 (2018 - RMB 191,055,000).

22 Trade and other payables

The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB’000 RMB’000 RMB’000
Trade payables
- third parties 214,491 438,565 - -
- related patrties 19,322 328,505 - -
Notes payables 508,833 174,410 - -
742,646 941,480 - -
Accrued operating expenses 11,441 12,934 6,253 8,116
Accrued severance compensation 12,700 12,700 - -
24,141 25,634 6,253 8,116
Contract liabilities 160,360 23,288 - -
Amounts due to subsidiaries
(non-trade) - - 36,467 33,267
Amounts due to related party
(non-trade) 2,997

Other payables - 69,973 68,044 3,205 1,556
997,120 1,058,446 48,922 2,939

N
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22 Trade and other payables (Cont’d)

Trade and other payables are unsecured and non-interest bearing. Trade payables are normally settled on 60-
day (2018 - 60 days) terms.

Notes payables
The notes payables are secured on the fixed deposits of RMB 165,500,000 (2018 - RMB 91,708,000) of the

Group.

Accrued severance compensation

Accrued severance compensation relates to compensation payable to the staffs who have been retrenched
following the Chemical Explosion and fire hazard in one of the subsidiary premises in the Xiangshui Chemical
Industry Park.

Contract liabilities

Contract liabilities relate to advance consideration received from customers and billings in excess of revenue
recognised to-date. Contract liabilities are recognised as revenue as and when the Group satisfies the
performance obligations under its contracts. Increase in Contract liabilities mainly due to advances recetved
from Taixing Jinyan during the year.

Amounts due to subsidiaries
Amounts due to subsidiaries represent the advance received from subsidiaries are unsecured, interest-free,
repayable on demand and are to be settled in cash.

Further details of liquidity risks on trade and other payables are disclosed in Note 31(b).

Other payables
Included in other payables is a down payment of RMB 50,000,000 received from a third party in prior year for

the proposed disposal of the entire interest in JJP to the third party. Refer to Note 33 (c) on the termination
of the proposed disposal of JJP.

23 Provision for restoration costs

JIC and JJP are located and operates at the Xiangshui Chemical Industry Park in Yancheng City, Jiangsu
Province. The operations in the Xiangshui Chemical Industry Park are exposed to potential damages and
substantial liabilities such as the occurrence of uncontrollable flow of chemicals, gas, personal injury, fire and
explosions hazards that could have an adverse effect on its business and operations, financial condition and
cash flows.

On 21 March 2019, it was reported in the PRC news that a major explosion had occurred at a chemical plant
in Xiangshui Chemical Industry Park and in April 2019, it was reported that the government of Jiangsu
Yancheng will completely shut down the Xiangshui Chemical Industry Park following the Chemical
Explosion. Since the explosion and the news on the closure of the Xiangshui Chemical Industry Park, JJC and
JJP have stopped operations. The potential financial implications from the explosion at the Xiangshu
Chemical Industry Park cannot be presently estimated as to any environmental penalties or legal liabilities
and/or compensation that may be imposed on JJC and JJP by the local government.

The provision for restoration costs of RMB 45.6 million (2018: RMB 45.6 million) relates to the estimated
cost of restoring the land located at the Xiangshui Chemical Industry Park which have been shut down by the
local government following the Chemical Explosion in March 2019. The Group’s subsidiaries, JJC and JJP,
operate in location of Xiangshui Chemical Industry Park. The restoration will only occur when the Group
return the land use rights to the local government on expiry. However, based on the management’s intention,
the land mayv not be returned to the local government for the following reasons:
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23 Provision for restoration costs (Cont’d)

(a) The location of the Xiangshui Chemical Industry Park has currently been sealed and protected under
the government control;

(b) The question raised as to whether the return of land and compensation from the government is an
ever ongoing for an indefinite period. We have discussed with the management and there is no
indication of compensation, if any, from the local government nor any demands being received from
the local government to make any compensation payments for the restoration of the land as of the
date of this report. The land use right at JJC and JJP has a lease period of between 34 to 50 years.
Approximately 9 - 15 years have been used up with a remaining useful life of 19 and 41 years of lease
before its expity in JJC and JJP respectively. On the basis that the extended land use right may not be
taking place in the near future, the provision for restoration may not be required for the next 19 - 41
years. There is lack of regulatory compliance of administration of law in the PRC to provide guidance
as to how compensation can be made possible for the resoration and it is not considered to be the
usual return of land in the Xiangshui Chemical Industry Park following the explosion incident. On
this basis, we are not able to assess whether the provision is adequate or necessary.

() Whether the land use rights can be returned with legal consequences cannot be ascertained. Under
such a situation, JJC and JJP have no legal basis to ask the government to take back the land use right
before it expires and pay the compensation to the Group. Only the government has right to take back
the land use right before it expires. However, whether or not to exercise this right will depend on the
government. According to the relevant PRC laws, the government can take back the land use right for
the public interest or for the urban re-planning before it expires and the Group will receive the
compensation from the government under this circumstance. At present, the Group can only wait for
further action by the government; and

(d) The land at Xiangshui Chemical Industry Park is under the control and protection of the authorities.
Under the relevant PRC laws, the government will take control of the hazard area which cause life
threatening for which death and injuries have been reported at the Chemical Explosion incident. The
legal consequences are uncertain, and based on the PRC legal counsel’s advice, it all depends on the
government’s decision. JJC and JJP can actively contact the government and wait for the further action
by the government under such circumstances.

24 Lease liabilities
The Group and
the Company
2019
@) The Group as a lessee RMB’000
Undiscounted lease payments due:
-Year 1 535
-Year 2 519
- Year 3 215
Total 1,269
Less: Unearned interest cost (78)
Lease liabilities - 1,191
Presented as:
- Non-current 705
- Current ] e 486
_Lease liabilities 1,191

The lease liabilities relate to the lease of office premises and photocopier which expire on 31 May 2022 and 29
March 2021 respectvely and are renewable at market rates.
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24 Lease liabilities (Cont’d)

Interest expense on lease liabilities of RMB 74,000 is recognised within finance costs in profit or loss.

Total cash outflows for all leases in the year amount to RMB 518,000.

(ii) The Gtoup as an intermediate lessor

Subleases — classified as operating leases

The Group acts as an intermediate lessor under arrangement in which it subleases out certain office space to a

third party for monthly lease payments. The sublease periods do not form a major part of the remaining lease
terms under the head leases and accordingly, the sub-leases are classified as an operating lease.

Income from subleasing certain office space recognised during the financial year 2019 was RMB 1,225,000
(2018 — RMB 549,000).

Undiscounted lease payments from the operating leases to be received after the reporting date are as follows:

31 December 2019 31 December 2018
The Group RMB’000 RMB'000
Within one year 3,997 70

25 Segment reporting

The Group has three reportable segments, as described below, which are the Group’s strategic business units.
The strategic business units offer different products and services, and are managed separately because they
require different technology and marketing strategies. The Group’s Chief Executive Officer (“CEO”) reviews
internal management reports for each of the strategic business units on at least a quarterly basis. The three
reportable segments are:

2 Manufacture and sale of Acrylic Acid and Acrylate Esters;
= Manufacture and sale of PMIDA and glyphosate; and
Manufacture and sale of refined MTBE and petroleum products.

Information regarding the results of each reportable segment is included below. Performance s measured
based on segment profit before income tax, as included in the internal management reports reviewed by the
Group’s CEO. Segment profit is used to measure performance as the management believes that such
information is the most relevant in evaluating the results of certain segments relative to other entities that
operate within these industries.

Other operations include the manufacture and sale of other chemical products. None of these segments meets
any of the quantitative thresholds for determining reportable segments in 2019 or 2018.
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25 Segment reporting (Cont’d)

Segmental information is presented in respect of the Group’s geographical segments. In presenting information
on the basis of geographical segments, segment revenue are based on the geographical location of customers.
Segment capital expenditure and other assets are based on the geographical location of the assets.

South North
Asia Europe America America Others Consolidated
RMB'000 RMB'000 RMB’'000 RMB'000 RMB'000 RMB’000
2019
Revenue from
extemal customers 929,485 3,717 40 6,143 996 940,381
Non-current assets 346,028 - - 12,577 - 358,605
2018
Revenue from
extemal customers 1,526,336 14,274 5,652 26,161 4,675 1,577,098
Non-current assets 378,180 - - 12,372 - 390,552

Information about major customers
Revenue of approximately RMB 432,485,000 (2018 - RMB 352,560,000) was derived from 3 (2018 - 3) external
customers. These revenues are attributable to the AA & AE segments in the PRC.

26 Related party transactions
(2) Sale and purchase of goods and services
In addition to the related party information disclosed elsewhere in the financial statements, the following

significant transactions between the Group and related parties took place at terms agreed between the parties
during the financial years ended 31 December 2018 and 2019.

2019 2018
The Group RMB’000 RMB’'000
Sale of chemical products 398,623 332,730
Purchase of inventories 306,380 67,737
Sale of raw material and other spare parts 5,733 224,334
Rental of premises 3,600 -
714,336 624,801

(b) Sales and purchases transactions
2019 2018
The Group RMB’000 RMB'000
Sales — related parties 980,792 1,351,493
Purchases — related parties 289,338 1,350,892
1,270,130 2,702,385

During the year, the Group entered into sales and purchases transactions with terms and conditions agreed
(collectively known as “Transactions”) with related parties. Such Transactions have been entered to maintain
the Group’s, related parties’ existing credit facilities with the banks, which is a common practice carried out in
the PRC. The management has presented these transactions on a net basis for financial reporting purpose in
the consolidated financial statements. The bank credir facilities sum as at 31 December 2019 was RMB 646.0
million (2018 - RMB 923.0 million) as reported under the facility arrangements in the PRC entered into during
the vear ended 31 December 2019.
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26 Related party transactions (Cont’d)

(c) Compensation of ditectots and key management personnel

2019 2018
The Group RMB’000 RMB'000
Short-term employee benefits 3,537 3,765
CPF contributions 196 136
3,733 3,901

Comprise amounts paid to:
Directors of the Company 2,658 2,184
Other key management personnel 1,075 1,717
3,733 3,901

27 Commitments
(a) Opetating lease commitments - as lessee

In prior year, the Group and the company have entered into a commercial lease on an office premise in
Singapore. The lease has a tenure of 2 — 3 years with an option to renew at the end of the lease term.

Minimum lease payments are recognised as an expense in profit or loss for the financial year ended 31
December 2018 amounted to RMB 561,000.

Future minimum rental payable under non-cancellable operating leases at the end of the reporting period are
as follows:

2018

The Group and The Company RMB'000
Not iater than one year 522
Later than one year but not later than five years 233
755

Upon adoption of SFRS(I) 16, the Group applied a single recognition and measurement approach for all leases
except for short-term leases and leases of low-value assets. The accounting policy beginning on and after 1
January 2019 is disclosed in Note 3 “Leases”. The standard provides specific transition requirements and
practical expedients, which have been applied by the Group.

(b) Operating lease commitments - as lessor
The Group and the Company lease out machinery and premises to external parties.

Future minimum rental receivable under non-cancellable operating leases at the end of the reporting period

are as follows:

The Group The Company
2019 2018 2019 2018
RMB’000 RMB’000 RMB’000 RMB’'000
Notlaterthanoneyear ____ SO Y 1D —A0

The leases on the Group and the Company’s machinery and premises on which rentals are receivable expires
between 31 Mav 2020 to 31 Dec 2021 (2018 — 31 May 2020) with rencwals at the then prevatling rates.
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28 Provision for Contingent liabilities — Corporate guarantees

(a) Corporate guarantees to related parties

The Group acted as a corporate guarantor to provide guarantees to its related parties amounted to RMB 1.4
billion (2018 — RMB 1.6 billion) to secure banking facilities. As at 31 December 2019, the related parties had
drawn down an amount of RMB 1.3 billion (2018 — RMB 1.4 billion) from these facilities. The loan facilities
will expire in 2020 (2018 — expire in 2019).

2019 2018
The Group RMB’000 RMB'000
Guarantee given:

Yixing Danson 375,000 509,000
Jiaxing Jinyan 20,000 50,000
Taixing Jinyan 743,000 794,000
Jinyan Cangchu 260,000 260,000
1,398,000 1,613,000

Amount drawn down:
Yixing Danson 365,000 393,000
Jiaxing Jinyan 20,000 10,000
Taixing Jinyan 703,290 725,310
Jinyan Cangchu 185,000 244,500
1,273,290 1,372,810
2019 2018
The Group RMB’000 RMB’000

Guarantee received:
Yixing Danson 105,000 252,500
Taixing Jinyan 550,000 550,000
Jiangsu Yinyan 84,900 84,900
739,900 887,400

Amount drawn down:
Yixing Danson 80,000 117,430
Taixing Jinyan 430,000 444,510
Jiangsu Yinyan o - 82,900
510,000 644,840

At the end of the reporting period, there are no defaults being triggered for the repayment of the principal or
interest payments thereon in respect of the guarantee obligations. The management has determined that the
expected credit losses arising from the financial guarantee issued to related parties are not material on the basis
that there is no significant increase in credit risk and the related expected credit losses are not significant to the
Group.

(b) Provision for Contingent Liabiliities — Corporate guarantees — third parties

On 10 January 2019, the Company announced that it had received legal claims in the PRC for the principal
amounts of RMB 222,500,000 (consisting of two financial guarantees contracts of RMB 180,000,000 and RMB
42.500,000) plus interest for financial guarantees issued by its PRC subsidiaries on behalf of two unrelated
parties. The legal claims were received in November and December 2018 but only announced by the Company
on 10 January 2019. Details of the two financial guarantees are as follows:
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28 Provision for Contingent liabilities - Corporate guarantees (Cont’d)

c Corporate guarantees — third parties (contingent liabilities) (Cont’d
P g P g

Financial guarantee of RMB 180 million
The Company’s wholly-owned subsidiary, YYIE, received a letter of demand dated 14 November 2018 (the

“YFC Letter of Demand”) from the lawyers (V7L 757 EHEHE M55 B (“_]ian%tju Keteng”) acting on behalf of
Yixing City Futao Rural Micro Credit Co., Ltd. (B 2T & MR A /N5 3H PR A &) (“Yixing Futao
Credit”) in respect of a loan agreement entered into between Yixing Futao Credit and Jiangsu Donglai Real
Estate Development Co., Ltd. (JLFF AR K 55 ™ FF & FH PR L&) ) (“Jiangsu Donglai”) dated 8 October 2018
for the loan amount of RMB 180,000,000 (the “YFC Loan™).

In the YFC Letter of Demand, Yixing Futao Credit is seeking repayment of RMB 183,700,000 (the “YFC
Claim Amount”), comprising of RMB 180,000,000 as principal repayment and RMB 3,700,000 as accrued
interest payable in respect of the YFC Loan, as Jiangsu Donglai has failed to make repayment of the YFC
Claim Amount on the repayment date of 15 October 2018. Yixing Futao Credit is seeking repayment of the
YFC Claim Amount from YYIE pursuant to a third party guarantee agreement entered into by Yixing Futao
Credit, Jiangsu Donglai and YYIE dated 8 October 2018, under which YYIE provided a corporate guarantee
to Jiangsu Donglai, a party unrelated to the Company, in favour of Yixing Futao Credit in respect of the YFC
Loan (the “YFC Corporate Guarantee”).

The intention of YYIE to provide guarantee to Jiangsu Donglai was to give a government officer who cannot
be named a favor to enable a short-term 7-day bridging loan to the borrower, Jiangsu Donglai, to borrow from
Yixing Futao Credit in order to repay its own loans to the China Construction Bank who in turn was expected
to refinance Jiangsu Donglai for the same amount, which can then be used to repay Yixing Futao Credit. The
China Construction Bank was supposed to renew the loans to Jiangsu Donglai following the repayment, but it
never did. The legal representative of YYIE, Liu Wen, represented that he had conducted a basic assessment
before entering into the YFC Corporate Guarantee agreement. On the same basis, no collateral was obtained
from the borrower. Liu Wen had approved the financial guarantee contract after discussing it with Sun Xiao.

By way of a supplementary agreement entered into on 13 June 2019 (the “YFC Supplementary Agreement”)
between Yixing Futao Credit, Jiangsu Donglai and YYIE, the parties agreed, amongst others, whereby Jiangsu
Donglai shall liquidate its assets to repay the YFC Loan including the interest payable to Yixing Futao Credit
by 30 June 2020 (the “Extended Repayment Date”), and Yixing Futao Credit shall not commence any legal
proceedings against Jiangsu Donglai and YYIE at any time prior to the Extended Repayment Date to seek
repayment of the YFC Loan and all other due payments including the interest payable under the YFC
Guarantee Agreement. The YFC Loan, YFC Corporate Guarantee and the YFC Supplementary Agreement
are collectively known as the “YFC Agreements”.

The Company’s Audit Committee had made a statement in the Company’s announcement dated 10 July 2019
raising questions over the authenticity, validity and/or effectiveness of the YFC Supplemental Agreement dated
13 June 2019, when it became aware that the borrower, Jiangsu Donglai, was under liquidation proceedings
since 21 March 2019 through a notification issued by the People’s Court of Yixing City, Jiangsu Province on
10 April 2019.

As announced by the Company on 10 July 2019, the management had attempted to negotate with Yixing
Futao Credit to remove YYIE as the guarantor, however this was rejected by Yixing Futao Credit. The YFC
Supplemental Agreement represents a compromise reached with Yixing Futao Credit. Yixing Futao Credit has
also expressed its willingness to resolve the situation amicably.

The Group has obtained a confirmation from Yixing Futao Credit dated 5 September 2019 as follows:

(a) Yixing Futao Credit did not sign the YFC Corporate Guarantee contract with YYIE and Jiangsu
Donglai;

(b) Yixing Futao Credit did not authorize Jiangsu Keteng as its legal representative to send lawyer letter
to YYIE;

(©) Yixing Futao Credit did not sign the mortgage contract dated 21 February 2019 with Jiangsu Donglai;

(d) Yixing Futao Credit did not stgn the YI'C Supplementary Agreement dated 13 June 2019 with YYIE

and Jiangsu Donglai.
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28 Provision for Contingent liabilities - Corporate guarantees (Cont’d)

(c) Corporate guarantees — third parties (contingent liabilities) (Cont’d)

Financial puarantee of RMB 180 million (Cont’d)
The Group has obtained a confirmation from the liquidator of Jiangsu Donglai (%%%’&T EEHEHESFRA
7)) (“Wuxi Hengxin™) dated 4 September 2019 as follows:

(a) Jiangsu Donglai did not borrow from Yixing Futao Credit as stated in the YFC Corporate Guarantee
and YFC loan;

(b) Jiangsu Donglai did not sign any contracts as stated in the YFC Corporate Guarantee and YFC loan;

(©) The auditor appointed by the liquidator was not aware of any borrowings or amounts owed by Jiangsu
Donglai;

(d) Since the commencement of the liquidation proceedings by the liquidator on 17 April 2019, the
liquidator has confirmed that he did not stamp on the YFC Supplementary Agreement dated 13 June
2019.

Financial guarantee of RMB 42.5 million
JJC received a letter of demand dated 15 December 2018 (the “BOC Letter of Demand”) from the lawyers

acting on behalf of Bank of China Co., Ltd., Xiangshui County Sub-branch (“Bank of China”) in respect of a
loan agreement entered into between Bank of China and Jiangsu Dahe Lyvjian Chemical Co., Ltd. (LR R A
RRAL THRAR]) ( “Jiangsu Dahe” ) dated 10 January 2018 for the loan amount of RMB 42,500,000 (the

“BOC Loan” ). In the BOC Letter of Demand, Bank of China is seeking repayment of RIMB 42,971,061.50
(the “BOC Claim Amount”), comprising of RMB 42,500,000 as principal repayment and RMB 471,061.50 as
accrued interest payable in respect of the BOC Loan, as Jiangsu Dahe has failed to make repayment of the
BOC Claim Amount on the repayment date of 9 December 2018. Bank of China is seeking repayment of the
BOC Claim Amount from JJC pursuant to a corporate guarantee entered into by JJC and Bank of China dated
5 January 2018, under which JJC provided a corporate guarantee to Jiangsu Dahe, a party unrelated to the
Company, in favour of Bank of China in respect of the BOC Loan (the “BOC Corporate Guarantee” or
“Corporate Guarantees”).

The management has confirmed to the Board that save for the YFC Corporate Guarantee and the BOC
Corporate Guarantee, there is currently no other guarantee provided by the Group to secure the indebtedness
of any unrelated party.

The Board has been informed by the management that JJC started to provide corporate guarantee as part of
an arrangement with Jiangsu Dahe since 2011, under which JJC and Jiangsu Dahe had respectively provided
corporate guarantees up to the loan amount of RMB 200,000,000 to facilitate the securing of the other party’s
bank loans. According to the management, the amounts guaranteed under such an arrangement by JJC has
been progressively reduced over the years and the BOC Corporate Guarantee as described above represents
the only outstanding corporate guarantee provided by JJC for Jiangsu Dahe.

Apart from the BOC Corporate Guarantee by Jiangsu Jurong, the BOC Loan was also secured by eight other
corporate and personal guarantees in favour of Bank of China entered into by parties unrelated to the
Company (the “Other BOC Guarantors”). The Board has been informed by the management that the Other
BOC Guarantors who are related to Jiangsu Dahe have expressed their willingness to repay the BOC Claim
Amount.

Pending the outcome of further investigations, given the involvement by Mr Yang Guogiang and Mr Liu Wen
in relation to the BOC Corporate Guarantee and the YFC Corporate Guarantee respectively, the Board has
announced on 19 February 2019 that it had decided to temporarily suspend their rights as legal representafives
to enter into any agreement for and on behalf of JJC and YYIE respectively without the prior approval of Mr
Sun Xiao, and to temporarily suspend Mr Yang Guogqiang trom his office as a director of the Company.
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c Corporate guarantees — third parties (contingent liabilities) (Cont’d
P g P g

Financial guarantee of RMB 42.5 million (Cont’d)

As at the end of the reporting period, Jiangsu Donglai and Jiangsu Dahe have not settled their outstanding
debts with the lenders. The management made full provision of RMB 222,500,000 as contingent liabilities on
the above two corporate guarantees as at 31 December 2018.

As stated in the Company’s announcement dated 18 January 2019, the management did not obtain the Board’s
approval prior to signing of the YFC Corporate Guarantee and BOC Corporate Guarantee. Company’s Board
of directors’ approval for the issuance of the financial guarantees. The management also did not comply with
the Group’s internal control policy, whereby the approval by the Jurong Group Chairman of the Board of
Directors in the PRC is required for the provision of financial guarantees schemes.

The legal representatives of YYIE and JJC had signed the financial guarantees contract at their own initiative
without any formal authotisation and approval by the Board of Directors of the Company.

During the financial year ended 31 December 2019, the Company has reversed in full the provision of the
BOC Contingent liabilities of RMB 42.5 million (2018: Provision for contingent liabilities of RMB 42.5 million)
to the consolidated profit ot loss for the year then ended (refer to Note 5(b)). The reversal was made as the
PRC management has advised the Board that the BOC Corporate Guarantee was settled by a third party.

EY Investigation

On 2 Aptil 2019, the Company has engaged Ernst & Young Advisory Pte. Ltd. (“EY Advisory”) as the external
auditor to form part of a special investigative committee to conduct an independent assessment and
investigation into the citcumstances leading to and surrounding the BOC Corporate Guarantee and the YFC
Corporate Guarantee. As announced by the Company on 7 November 2019, EY Advisory has, on 6 November
2019 submitted the full report on its findings to the SGX-ST and the Audit Committee, and the key findings

were as follows:

- Discrepancies surrounding the veracity of the YFC Agreements consisting of the YFC loan, YFC
Corporate Guarantee and the YFC Supplemental Agreement.

- Discrepancies in the announcement dated 19 February 2019 issued by the Company

- Lack of adequate controls over approving and monitoring of corporate guarantees extended to third
parties

- Absence of disclosure surrounding the corporate guarantees given by Jiangsu Jurong Chemical Co.,
Ltd. since 2016

On 5 March 2020, the Company has announced that following the completion of the special audit by EY
Advisory and in view of the discrepancies surrounding the veracity of the YFC Agreements, the Company has
reversed 1n tull the provision of the YFC Contingent Liabilities of RMB 180,000,000 from the financial
statements of the Group as at 31 December 2018. On this basis, the Board of the Company has regarded the
YFC financial guarantee transaction as non-existent and baseless and there should not have any legal
consequences to this effect. Refer to Note 33(b).
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Impairment of assets

An 1mpa1rment loss of RIV[B 166 6 million on the property, plant and equipment Jocated at the
Xiangshui Chemical Industry Park (consisting impairment loss of RMB 136.0 million in respect of JJP
and RMB 30.6 million in respect of JJC) was recognised in profit and loss duting the year ended 31
December 2018 based on management assessment. No valuation was performed by an independent
professional valuer for the year ended 31 December 2018.

No impairment assessment was performed on the carrying amount of the property, plant and
equipment with an aggregate carrying amount of RMB 8.9 million (as recorded in the books of JJP as
at 31 December 2019) (2018: RMB 76.3 million located at Xiangshui Chemical Industry Park,
consisting of JJC of RMB 60.8 million and JJP of RMB 15.5 million), and right-of-use assets of RMB
58.3 million as at 31 December 2019 (comprising of RMB 54.4 million as recorded in the books of
JJC and RMB 3.9 million as recorded in the books of JJP) (2018: Nil) due to the shutdown of the
operations of JJC and JJP and access to the Xiangshui Chemical Industry Park was restricted.

Recorded in the books of JJC and JJP were land-use rights with the carrying amount of RMB Nil (2018:
RMB 7.2 million and RMB 3.2 million) respectively as at 31 December 2019. No impairment
assessment has been performed by the management owing to the shutdown of the operations at the
Xiangshui Chemical Industry Park and restricted access for the year ended 31 December 2018.

In the books of JJC and JJP, were intangible assets comprising technology know-how and software
with an aggregate carrying amount of RMB 7.2 million (2018: RMB 7.9 million) as at 31 December
2019. No impairment allowance has been provided on these intangible assets owing to the shutdown
of the operations at the Xiangshui Chemical Industry Park and restricted access.

Included in the impairment loss in profit or loss for the year ended 31 December 2019, was an
impairment of value-added tax (“VAT”) recoverable of RMB Nil (2018: RMB 83.9 million) made in
respect of JJP arising from the shut-down to the area in the Xiangshui Chemical Industry Park. No
impairment loss was made in respect of the VAT recoverable of RMB 10.2 million (2018: RMB 9.5
million) that was recorded in the books of J]JC as at 31 December 2019.

The management has recorded an impairment expense of RMB 19.6 million in profit or loss in respect
of the prepayments to various suppliers for purchases of raw material by JJC for the year ended 31
December 2018 owing to the shutdown of operations at the Xiangshui Chemical Industry Park.

No impairment loss was made in respect of the advances paid to the suppliers for the purchases of
the raw material of RMB 4.9 million (2018: RMB 8.5 million) that was recorded in the books of JJP as
of 31 December 2019.

As of 31 December 2019, JJC and JJP had inventory balances of RMB 1.3 million (2018: RMB 7.1
million and RMB 1.4 million) respectively. No impairment assessment has been made in respect of
the inventories as at 31 December 2018. An impairment loss of RMB1,307,000 on inventories was
recognised in profit or loss for the year ended 31 December 2019.

Jurong Chemical Co., Ltd. (“Taixing Jurong™)

M

An impairment loss of RMB 32.4 million was recognised in profit or loss for the year ended 31
December 2018 in respect of the plant and equipment with a carrying amount of RMB 108.3 million
(before impairment loss) of Taixing Jurong, a wholly-owned subsidiary of the Group. The impairment
loss was undertaken following a valuation performed by an independent professional valuer.
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Taixing Jurong Chemical Co., Ltd. (“Taixing Jurong™) (Cont’d)

4) No impairment assessment was performed on the carrying amount of the property, plant and
equipment with an aggregate carrying amount of RMB 260.9 million of Taixing Jurong as at 31
December 2018 as the management is of the view that the carrying amount reflects its recoverable
amount notwithstanding there are indicators of impairment for the period then ended.

(k) For the year ended 31 December 2019, no impairment assessment was performed on the carrying
amount of Taixing Jurong’s property, plant and equipment and right-of-use assets of RMB 128.0
million and RMB 148.0 million respectively as at that date as the management is of the view that the
carrying amount reflects its recoverable amount notwithstanding there are indicators of impairment
for the petiod then ended. No valuation was performed on the aforesaid assets as at 31 December
2019.

Link Way Louisiana I.I.C

) Included in land use rights of the Group is a freehold land that is held by a wholly-owned subsidiary,
Link Way Louisiana LLC. The freehold land was carried at a historical cost of RMB 12,576,000 (2018
- RMB 12,372,000). The subsidiary has incurred a loss of RMB 69,000 (2018 - Loss of RMB 65,000)
for the year ended 31 December 2019. Notwithstanding the indicators of impairment, no impairment
assessment has been carried out by the management as it is of the view that the cartying amount
represents fair value as at that date.

30 Fair value measurement
Definition of fair value

SFRS (I) defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an
ordetly transaction between market participants at the measurement date.

301 Fair value measurement of financial insttuments
Financial assets and financial liabilities measured at fair value in the statement of financial position are grouped

into three Levels of a fair value hierarchy. The three Levels are defined based on the observability of significant
inputs to the measurement, as follows:

Level 1 quoted prices (unadjusted) in active markets for identical assets or habilities

Level 2 : inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly or indirectly

Level 3 ¢ unobservable iuputs for the asset or liability

There were no financial assets and financial liabilities measured at fair value as at 31 December 2019 and 31
December 2018.
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30.2  Accounting classifications of financial assets and financial liabilities

The carrying amounts of financial assets and financial liabilities in each category are as follows:

2019 2018

The Group Note RMB’000 RMB’000
Trade and other receivables (excluding advances to supplier and

VAT recoverables) 18 556,666 704,565
Pledged deposits and cash and bank balances

(including non-current fixed deposits pledged) 16 789,169 305,604
Total loans and receivables 1,345,835 1,010,169
Total financial assets at amortised cost 1,345,835 1,010,169
Financial liabilities:
Borrowings 21 397,431 471,371
Trade and other payables 22 836,760 1,035,158
Provision for restoration costs 23 45,573 45,573
Lease liabilities 24 1,191 -
Contingent liabilities 28(b) - 42,500
Total 1,280,955 1,594,602
The Company
Loans and receivables:
Trade and other receivables 18 57,600 52,948
Cash and bank balances 16 296 810
Total loans and receivables 57,896 53,758
Total financial assets at amortised cost - -
Financial liabilities:
Trade and other payables 22 48,922 42,939
Lease liabiltiies 24 1,191 -
Total 50,113 42,939

31 Financial risk management objectives and policies

The Group and the Company financial risk management policies set out the Group’s and the Company’s
overall business strategies and its risk management philosophy.

The Group and the Company are exposed to financial risks arising trom its operations and the use of financial
instruments. The key financial risks include credit risk, liquidity risk, inreresr rare risk and foreign currency risk.
The Board of Directors reviews and agrees policies and procedures [or e management of tiese risks, which
are executed by the management. Risk management policies and systems are reviewed regulatly to reflect
changes in market conditions and the Group’s and the Company’s activities.

There has been no change to the Group’s and the Company’s exposure to these financial risks or the manner
in which it manages and measures the risk. The following sections provide dertails regarding the Group’s and
the Company’s exposure to the above-mentioned financial risks and rhe objecuves, policies and processes for
the management of these risks.
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(a) Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
Group or the Company to incur a financial loss. The Group’s and the Company’s exposure to credit risk arises
primarily from trade and other receivables and bank deposits. For trade receivables, the Company and the
Group adopt the policy of dealing only with customers of appropriate credit history, and obtaining sufficient
security whete appropriate to mitigate credit risk. The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit
vetification procedures. In addition, receivable balances are monitored on an ongoing basis with the result that
the Group’s exposure to bad debts is not significant. For other financial assets (including cash and bank
balances and pledged deposits), the Group and the Company minimises credit risk by dealing exclusively with
high credit rating counterparties.

The Group’s objective is to seck continual revenue growth while minimising losses incurred due to increased
credit risk exposure.

Exposure to credit risk

As the Group and the Company do not hold any collateral, the maximum exposure to credit risk for each class
of financial instruments is the carrying amount of that class of financial instruments presented on the statement
of financial position, except for financial guarantees provided by the Group to related parties.

The Group’s and the Company’s major classes of financial assets are trade and other receivables, deposits and
bank deposits. Cash is held with reputable financial institutions. Further details of credit risks on trade and
other receivables are disclosed in Note 18.

Financial guarantee

The maximum exposure of the Group in respect of the financial guarantee (see Note 28) at the end of the
reporting period is if the facility is drawn down by the related parties to the maximum amount of RMB
1,398,000,000 (2018 - RMB 1,613,000,000) and to third parties — contingent labilities of RMB Nil (2018 - RMB
42,500,000). At the end of the reporting period, the group does not consider it probable that a claim will be
made against the group under intra-group financial guarantees and the expected credit loss are insignificant.

(b) Liquidity risk

Liquidity risk is the risk that the Group and the Company will encounter difficulty in raising funds to meet
commitments associated with financial instruments that are settled by delivering cash or another financial asset.
Liquidity risk may result from an inability to sell a financial asset quickly at close to its fair value.

The Group’s and the Company’s exposure to liquidity risk arises primarily from mismatches of the maturities
of financial assets and Labilives. The Group’s and the Company’s objeclive is (o mainlain 4 balance between
continuity of funding and flexibility through the use of stand-by credit facilities.

The Group’s and the Company’s liquidity risk management policy is that to maintain sufficient liquid financial
assets and stand-by credit facilities with different banks and business alliances. The amount of stand-by credit
facilities available to the Group at the end of the reporting period is RMB 84,917,000 (2018 - RMB
191,044,000).
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(b)  Liquidity risk (Cont’d)
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If the guarantees provided to related parties were to be crystallised on the assumption of default arising from
the unfulfillment of loan obligations, the extent of the exposure to loss from guarantee contracts at the end of
the reporting period would be RMB 1,273,290,000 (2018 - RMB 1,372,810,000) (Note 28).

The table below summarises the maturity profile of the Group’s and the Company’s financial liabilities at the
end of the reporting period based on contractual undiscounted cash flows:

31 December 2019

One year One to Over
The Group or less five years five years Total
RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 836,760 - - 836,760
Borrowings 403,914 - - 403,914
Financial guarantee contracts 1,531,290 - - 1,531,290
Provision for restoration costs 45,573 - - 45,573
| ease liabilities 535 734 - 1,269
2,818,072 734 - 2,818,806
31 December 2018
One year One to Over
The Group orless five years five years Total
RMB’'000 RMB'000 RMB’000 RMB'000
Trade and other payables 1,035,158 - - 1,035,158
Borrowings 401,258 78,382 - 479,640
Financial guarantee contracts 1,613,000 - - 1,613,000
Provision for restoration costs 45,573 - = 45,573
Contingent liabilities 42,500 - - 42,500
3,137,489 78,382 - 3,215,871
31 December 2019
One year One to Over
The Company or less five years five years Total
RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 48,922 - - 48,922
Lease liabilities 535 734 - 1,269
49,457 734 - 50,191
31 December 2018
One year One to Over
The Company or less five years five years Total
RMB’000 RMB’000 RMB'000 RMB'000
_Trade and other payables 42,939 - - 42,939
42,939 - 42,939

The Group and the Company ensure that there are adequate funds to meet all its obligations in a timely and

cost-effective manner.
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31 Financial risk management objectives and policies (Cont’d)
(©) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s financial instruments will
fluctuate because of changes in market interest rates. The Group’s exposure to interest rate risk arises primarily
from their borrowings. However, the Group’s loans given to related parties are unsecured, interest bearing,
repayable on demand and are to be settled in cash.

The Group’s policy is to manage interest costs using a mix of fixed and floating rate debts taking into
consideration the funding requirements of the Group.

Sensitivity analysis for interest rate risk
The Company and the Group are not exposed to any cash flows risk as it does not have any monetary financial
instruments with variable interest rates.

(d Foreign currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates. Currency risk arises when transactions are denominated in foreign currencies.

The Group has transactional currency exposures mainly arising from borrowings that are denominated in a
currency other than the functional currency of Renminbi. The foreign currencies in which these transactions
are denominated are mainly United States Dollar (USD) and Singapore Dollar (SGD).

Currently, the PRC government imposes control over foreign currencies. RMB, the official currency in the
PRC, is not freely convertible. Enterprises operating in the PRC can enter into exchange transactions through
the People’s Bank of China or other authorised financial institutions.

Exchanges of RMB for foreign currency must be arranged through the People’s Bank of China or other
authorised financial institutions. Approval for exchanges at the People’s Bank of China or other authorised
financial institutions is granted to enterprises in the PRC for valid reasons such as purchase of imported
materials and remittance of earnings. While conversion of RMB into foreign currencies can generally be
effected at the People’s Bank of China or other authorised financial institutions, there is no guarantee that it
can be effected at all times.

The Group’s and the Company’s exposures to various currencies are as follows:

SGD uUsbD
The Group RMB’000 RMB’000
31 December 2019
Trade and other receivabies 324 2,709
Cash and cash equivalents 377 5,372
Borrowings - (75,631)
Trade and other payables - (12,797) {11,629)
(12,096) (79,179)
31 December 2018
Trade and other receivables 12,215 102,717
Cash and cash equivalents 1,258 2,281
Borrowings - (75,631)
_Trade and other payables (3,279) _(26,823)

10,194 2,544
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31 Financial risk management objectives and policies (Cont’d)

(d Foreign currency risk (cont’d)

SGD usb
The Company RMB’000 RMB’000
31 December 2019
Trade and other receivables 1,517 56,284
Cash and cash equivalents 296 -
Trade and other payables (24,135) (19,787)
(22,322) 36,497
31 December 2018
Trade and other receivables 1,700 51,599
Cash and cash equivalents 762 47
Trade and other payables (19,577) (18,362)
(17,115) 33,284

The following table demonstrates the sensitivity of the Group and the Company’s foreign currency balances
denominated in USD held by the Group and the Company whose functional currency is RMB, to a reasonably
possible change in the USD exchange rates against the RMB, with all other variables held constant.

Group Company
Profit net of tax Profit net of tax
Increase/(Decrease) Increase/(Decrease)

2019 2018 2019 2018

RMB’000 RMB’000 RMB’000 RMB’000
USD/RMB

strengthened 3% (2018 - 3%) (1,777) (285) 909 1,286

weakened 3% (2018 - 3%) 1,777 285 (909) (1,286)
SGD/RMB

strengthened 3% (2018 - 3%) (301) (254) (556) 16

weakened 3% (2018 - 3%) 301 254 556 (16)

* amount less than RMB 1,000.
(e Matket price risk
Price risk is the risk that the value of a financial instrument will fluctuate due to changes in market prices. As

at the end of the reporting period, the Group is not subject to significant market price risk.

32 Capital management

The Company’s and the Group’s objectives when managing capital are:

(a) To safeguard the Company’s and the Group’s abilities to continue as a credut f;
(b) To support the Company’s and the Group’s stabilities and growth;
(0 To provide capital for the purpose of strengthening the Company’s and the Group’s risk management

capabilites; and
(d) To provide an adequate return to sharcholders.
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32 Capital management (Cont’d)

The Company and the Group actively and regularly review and manage its capital structure to ensure optimal
capital structure and shareholder returns, taking into consideration the future capital requirements of the
Company and the Group and capital efficiency, prevailing and projected profitability, projected operating cash
flows, projected capital expenditures and projected strategic investment opportunities. The Company and the
Group currently do not adopt any formal dividend policy.

The Company and the Group monitor capital using capital net debt ratio, which is net debt divided by total
capital plus net debt. The Company’s and the Group’s policy is to keep the gearing ratio at acceptable level.
The Company and the Group include within net debt, loans and borrowings, less cash and short-term deposits.
Capital includes equity attributable to the owners of the Company.

The immediate focus is to continue to optimise its operations with prudent cash management so as to maximise
shareholders’ value. The Group will continue to be guided by prudent financial policies.

The Group monitors capital using a gearing ratio, which is total net debt divided by total capital:

The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB’000 RMB’000 RMB’000
Borrowings 397,431 471,371 - -
Less: Cash and cash equivalents (789,169) (305,604) (296) (810)
Total net debt (391,738) 165,767 (296) (810)
Total equity 318,429 231,033 351,912 353,826
Total capital (73,309) 396,800 351,616 353,016
Gearing ratio n.a. 42% n.a. n.a

n.a: ratio not meaningful
Total capital is calculated as equity plus total net debt.

There was no change to the Group’s approach to capital management during the financial years ended 31
December 2019 and 2018.

The Group 1s not subject to externally imposed capital requirement.

33 Subsequent events
a) Resignation and appointment of Executive Directors and Chief Executive Officer

- On 14 November 2019, the Company announced that Sun Xiao, the Executive Director and Chief
Executive Officer of the Company has resigned effective from 8 February 2020,

On 28 February 2020, the Company announced that Zhu Wauling, the Executive Director of the
Company has resigned effective from 29 February 2020.

- On 28 February 2020, the Company announced that Sun Lihua has been appointed Executive
Director and Chief Executive Officer of the Company effective from 29 February 2020
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b)

d)

Subsequent events (Cont’d)

On 5 March 2020, the Company has announced that following the completion of the special audit by
EY Advisory and in view of the YFC Veracity Discrepancies (refer to Note 28(b)), the Company has
reversed in full the provision of the YFC Contingent Liabilities of RMB 180 million out of the
aggregate of RMB 222.5 million of provision for contingent liabilitiesfrom the financial statements of
the Group as at 31 December 2018. The provision for contingent liabilities of the Group as at 31
December 2018 after the above-mentioned reversal of RMB180.0 million contingent liability was RMB
42.5 million, which relates to the BOC Corporate Guarantee.

On 29 September 2020, the Company announced that the proposed disposal of the entire equity
interest in JJP to Shenzhen Qianhai Gatsway Petrochemical Co., Ltd (the “Purchaser”) pursuant to a
framework agreement dated 4 July 2016 (the “Framework Agreement”) has been terminated via a
Termination Agreement entered into on 10 July 2020 between the Group and the Purchaser. Arising
from the Termination Agreement, the Group has refunded RMB 44.0 million on 3 September 2020
to the Purchaser out of the RMB 50.0 million deposit initially paid by the Purchaser to the Group in
2017, and effective from the date of the Termination Agreement, each party shall discharge and release
the other patties from all rights, obligations and liabilities pursuant to the Framework Agreement ot
any other agreements entered into prior to the execution of the Termination Agreement and any such
other agreements shall be terminated, and each party shall waive any and all claims against any other
party in respect of the same.

On 20 November 2020, the Company announced that W Capital Markets Pte. Ltd. has, for and on
behalf of Harrier Group Pte. Ltd. (the “Offeror”), on 20 November 2020 issued an announcement
that the Offeror intends to make a voluntary conditional cash offer (the “Offer”) to acquire all the
issued and paid-up ordinary shares in the capital of the Company other than those already held by the
Company as treasury shares. with a view to delisting and privatising the Company. The Offer is made
with a view to delisting and privatising the Company.

COVID-19 outbreak

An outbreak of COVID-19 (Coronavirus Disease 2019) had been reported to the World Health
Organisation in China on 31 December 2019. At the date of these financial statements, while the
outbreak has been most sevete in Asia, it has spread to various regions around the world, including
Europe, Middle East and the United States of America. The Group operates in various regions
affected by the outbreak. While the full impact to the Group cannot be quantified reliably, the
Group’s performance subsequent to the balance sheet date is likely to be negatively impacted as a
result of regional and global travel restrictions, quarantine and/or illness of employees, loss of
customers, supply chain disruptions, and other forms of interruptions to business.
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Sunvic Chemical Holdings Limited
Statement of Comprehensive income for the financial year ended 31 December 2019

Announced amount Audited amount

FY2019 FY2019
RMB'000 RMB'000

Continuing operations
Revenue 940,380 940,381
Cost of sales (934,547) (934,547)
Gross profit 5,833 5,834
Other income
- Interest 2,452 1,903
- Others 382,410 387,479
Distribution expenses (4,844) (4,844)
Adminstrative expenses (92,346) (93,286)
Other operating expenses (153,202) (177,412)
Finance costs (48,753) (48,753)
Loss before taxation 91,550 70,921
Taxation (16) (16)
Loss after taxation from continuing operations 91,534 70,905
Discontinued operations
Profit from discontinued operations, net of tax 20,816 20,815
Loss for the year 112,350 91,720
Other comprehensive income after tax:
(item that maybe reclassified subsequently to profit or loss)
Foreign currency translation (41 203
Total comprehensive loss for the year 112,309 91,923
Loss attributable to:
Owners of the Company 113,993 93,363
Non-controlling interests (1,643) (1,643)
Loss for the year 112,350 91,720
Profit attributable to owners of the Company:
Loss from continuing operations 93,177 72,548
Profit from discontinued operations 20,816 20,815

113,993 93,363
Total comprehensive loss attributable to:
Owners of the Company 113,952 93,566
Non-controlling interests (1,643) (1,643)

Total comprehensive loss for the year 112,309 91,923

Difference
RMB'000
1
1

(549)
5,069

(540)
(24,210)

(20,629)

(20,629)
(1)
(20,630)
244
(20,386)
(20,630)
(20,630)
(20,629)
(1)
(20,630)
(20,386)

(20,386)

Remarks

Mainly due to reclassification from other operating expenses.

Mainly due to reclassification to other income and allowance made for doubtful debt provision of RMB19.2 million.



Sunvic Chemical Holdings Limited
Statements of financial position as at 31 December 2019

Announced amount Audited amount

As at 31 December 2019 As at 31 December 2019 Difference Remarks
RMB'000 RMB'000 RMB'000
ASSETS
Non-current assets
Property, plant and equipment 306,071 131,431 174,640 Mainly due to reclassification made to right-of-use assets due to adoption of new accounting standard.
Right-of-use assets 1,139 207,419 (206,280) Mainly due to adoption of new accounting standard.
Intangible assets 7,178 7,178 -
Land use rights 45,515 12,577 32,938 Mainly due to reclassification made to right-of-use assets due to adoption of new accounting standard.
359,903 358,605 1,298

Current assets
Inventories 24,058 24,058 -
Trade and other receivables 612,531 596,748 15,783 Mainly due to allowance made for doubtful debt provision and reclassification.
Cash and cash equivalents 788,969 789,169 (200)

1,425,558 1,409,975 15,583
Total assets 1,785,461 1,768,580 16,881
EQUITY AND LIABILITIES
Capital and Reserves
Share capital 291,516 291,516 -
Treasury shares (1,575) (1,575) -
(Accumulated losses)/Retained
earnings (112,244) (132,768) 20,524 Mainly due to allowance made for doubtful debt provison of RMB19.2 million.
Other reserves 285,138 285,276 (138)

462,835 442,449 20,386
Non-controlling interests (124,020) (124,020) -
Total equity 338,815 318,429 20,386
Non-current liabilities
Borrowings - - -
Lease liability 705 705
Deferred tax liabilities 7,500 7,500 -
8,205 8,205 -

Current liabilities
Borrowings 397,431 397,431 -
Trade and other payables 993,809 997,120 (3,311)
Provision for restoration costs 45,573 45,573 -
Lease liability 486 486
Income tax payable 1,142 1,336 (194)

1,438,441 1,441,946 (3,505)
Total liabilities 1,446,646 1,450,151 (3,505)
Total equity and liabilities 1,785,461 1,768,580 16,881




