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COMPANY
PROFILE

SUNVIC CHEMICAL HOLDINGS LIMITED (“Sunvic
Chemical”) is one of the pioneer and leading manufacturers
of intermediate chemical products, such as Acrylic Acid
(AA, RIFTR), Acrylate Esters (AE, RIHERES), as well as
PMIDA (N-phosphonomethy Iminodiacetic Acid, W)
and glyphsate (2 H %) which are fundamental chemicals
widely used in the production of many industrial, consumer
and agricultural products such as coatings, adhesives,
diapers, textiles, detergents, water treatment materials
and herbicide (weed Kkiller).

Based in Jiangsu Province, with a total of 685,000-tonne
AA capacity and 430,000-tonne AE capacity per annum in
both Yancheng City and Taixing City, Sunvic Chemical is
the leading AA producer in the People’s Republic of China
(“PRC”) and in the world. AE is a downstream product
of AA. We have the flexibility to adjust our AA and AE
production to meet the market requirement.

Sunvic Chemical and Arkema Asie SAS (“Arkema”), a global
French leading chemical company, formed a joint venture
named Taixing Sunke Chemical Co., Ltd. which holds 3
productions lines of AA in Taixing City.

Sunvic Chemical is also one of the largest producers of PMIDA
and glyphosate in the PRC with an annual production capacity
of 40,000 tonnes and 20,000 tonnes respectively. PMIDA is
the main raw material used for the production of glyphosate.

Sunvic Chemical was listed on the Main Board of the Singapore
Exchange Securities Trading Limited (“SGX-ST”) on 5 February
2007.




TABLE OF
CONTENTS

02> EXECUTIVE DIRECTOR AND CEO’S MESSAGE
06 OPERATIONS AND FINANCIAL REVIEW

102 BOARD OF DIRECTORS

123 KEY EXECUTIVES

132 GROUP STRUCTURE

01
SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

143 FINANCIAL HIGHLIGHTS

152 QUALITY LEADS TO QUANTITY

162 CORPORATE INFORMATION

172 CORPORATE GOVERNANCE REPORT




02
SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

EXECUTIVE DIRECTOR AND CEO’S

MESSAGE

We expect the business conditions to remain challenging in the near future due
to oversupply situation in the PRC. Nevertheless, we remain cautiously optimistic
about the long-term prospects of the AA and AE industry, as the PRC continues to
lead as the world’s largest production and consumption country of both chemicals.

DEAR SHAREHOLDERS,

On behalf of the Board of Directors of Sunvic Chemical
Holdings Limited (“Sunvic” or the “Company”) and its
subsidiaries (collectively, the “Group”), | am pleased to
present our Annual Report for the financial year ended
31 December 2017 (“FY2017”).

FY2017 remained a challenging year for the Group
with the global economy marked by subdued growth
and political uncertainties. Rising costs and narrowing
margins are affecting many industries across the board.
Nevertheless, there seems to be a silver lining emerging
as the world economic landscape shows some signs of
an imminent recovery.

PERFORMANCE REVIEW

Revenue in FY2017 increased by 5.3% to RMB2,246.7
million as compared to RMB2,133.6 million in the previous
year. This was largely attributed to increase in revenue
contribution of RMB39.3 million and RMB85.5 million

)

respectively from the sale of acrylic acid (“AA”) and
acrylate esters (“AE”) along with other chemical products.
However, this gain was partially offset by a RMB11.7
million decrease in revenue from the sale of PMIDA and
glyphosate.

The increase in revenue from AA and AE was due to a
28.3% higher average selling price of RMB7,700 per tonne
as compared to RMB6,000 per tonne a year before. This
was set off by a lower sales volume of 235,000 tonnes
registered for FY2017 against 255,000 tonnes in FY2016,
which translated to a 7.8% decrease.

On the other hand, overall gross profit margin improved
three-fold from 3.3% in FY2016 to 9.9% in FY2017, led
by higher average selling prices for AA and AE for the year
in review. Gross profit margin for the sale of AA and AE
stood at 11.6% during the reporting year against 3.5% in
the previous year.




KEY DEVELOPMENTS IN FY2017

In spite of the challenges posed by the current market,
we remained committed to our joint venture agreement
with Arkema. We believe that there is beneficial synergy
to be drawn from this strong partnership that will allow us
to capitalise on the potential opportunities of the AA and
AE industry in the long-term. Leveraging on Arkema’s
technical expertise, operation management framework
and highly reputed safety standards in place, the Group
would be able to enhance our production quality and
efficiency effortlessly.

Along the same line of developing our AA production,
we have proceeded with the modification of 2 of our
4 units of AA plants at the Xiangshui site to raise our
productivity. Furthermore, we have also re-commenced
our AA production in end 3Q2017 as we saw the market
beginning to absorb some of the excess AA supply
produced over the years.

We had made an announcement on 2 September 2016
on the divestment of one of our subsidiaries, Jiangsu
Jurong Petrochemicals Co. Ltd. (“JJP”), comprising heavy
oil cracking and methyl tertiary butyl ether (“MTBE”)
production facilities as well as a jetty situated at Xiangshui
county. As at to-date, we have collected RMB50 million
from the buyer as part of the agreed RMB388 million
purchase consideration. We continue to work closely with
the buyer to facilitate the smooth handing over of the plant
to them as per the agreement.

With the divestment of this loss-making entity, we were
able to enhance our cash flow significantly through this
transaction. As such, we would be able to allocate more
resources towards aligning our objectives, while we build
on our more profitable segments.

On the other hand, in view of the fact that the PMIDA and
glyphosate industry was not doing well during the year,
we have temporary suspended production of PMIDA and
glyphosate to allow us to focus on the other more lucrative
segments.
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FUTURE PROSPECTS

Overall, the operating environment of the AA industry
remains challenging as the current oversupply situation
ensued in the People’s Republic of China (“PRC”). At
the Group level, our gross profit margin has improved,
displaying a possible indication that the oversupply
situation may have bottomed out. Nevertheless, the prices
of our products remain volatile, leading us to be cautiously
optimistic about the future industrial situation.

IN APPRECIATION

| would like to express my gratitude towards Mr. Raymond
Ong Sie Hou, who has retired from his Independent
Director position in May 2017. | am deeply grateful to
Mr. Ong for his contribution and counsel to the Group
during his term.

On the same note, | would like to extend a warm welcome
to Mr. Koh Poh Beng and Mr. Lua Poh Huat, who have
joined us as Lead Independent Director and Independent
Director respectively in May 2017. We look forward to
working closely with them to bring the Group to greater
heights.

On behalf of the Board, | would like to express my
appreciation for our valued shareholders, business
partners and associates for their support over the years.
| would also like to thank our staff, management and
fellow directors for their dedication and commitment
that have helped the Group to stay its course through
the many challenges. Let us continue to embark on this
meaningful journey together to create greater value to
every stakeholder.

SUN XIAO
Executive Director & CEO
April 2018
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OPERATIONS AND
FINANCIAL REVIEW

In spite of the persistently challenging operating
environment, the Group remained resilient in its course
by implementing strategies to stay relevant in the market.
As a result, we are heartened to see an improvement in
our business performance.

PERFORMANCE REVIEW

During the year, the Group’s revenue increased by 5.3%
or RMB113.2 million to RMB2,246.7 million as compared
to RMB2,133.6 million in FY2016. This was mainly due
to a RMB39.3 million and RMB85.5 million increase in
revenue contribution from sale of acrylic acid (“AA”) and
acrylate esters (“AE”) as well as other chemical products
respectively. This was, however, partially offset by a
RMB11.7 million decrease in revenue from the sale of
PMIDA and glyphosate.

The increase in revenue contribution from AA and AE was
largely led by higher average selling prices in FY2017
of RMB7,700 per tonne as compared to RMBG6,000
per tonne in the year before. Nevertheless, the revenue
increase was partially set off by lower sales volume
in FY2017 of 235,000 tonnes against 255,000 tonnes
recorded for FY2016.

Overall gross profit margin improved about three-fold from
3.3% in the previous year to 9.9% in the reporting year,
while individual gross profit margin for sale of AA and
AE stood at 11.6% in FY2017 as compared to 3.5% in
FY2016. This was mainly attributed to the higher average
selling prices recorded for AA and AE during the year.

Consequently, the Group recognised a gross profit of
RMB222.9 million in FY2017 against RMB70.1 million
in FY2016. Sale of AA and AE as well as other chemical
products accorded gross profit of RMB201.6 million and
RMB21.3 million respectively for the year, whereas PMIDA
and glyphosate suspended production during the year.

Separately, other operating income comprised an interest
income of RMB4.0 million, sale of steam and provision
of waste water treatment services by our joint venture
entity of RMB34.5 million and other items that contributed
RMB7.3 million. We have ceased the sale of propylene
and other crude residuals to the joint venture entity in
FY2017 as the joint venture entity had taken over the
procurement of its own raw materials.

Additionally, in the absence of a significant gain of
RMB100.0 million on agreement of new terms on the
joint venture with Arkema, other operating income stood
at RMB45.7 million as compared to RMB168.2 million in
the previous year.

Meanwhile, distribution expenses, which included
transportation charges and packaging costs, as well as
other sales-related expenses, rose by RMB6.6 million to
RMB42.8 million in FY2017 against RMB36.2 million in
FY2016. The increase was mainly due to higher freight
rates as a result of stricter transportation regulations on
transporting of dangerous chemical products and the
incurrence of additional freight charges to transport crude
AA from the joint venture entity in Taixing to our acrylate
ester plants in Xiangshui for processing into AE.

Administrative expenses decreased by RMB50.8 million
from RMB173.0 million in FY2016 to RMB122.2 million in
FY2017 mainly attributed to prudent cost-cutting efforts
by the Management during the year.

In view of the above factors, net profit attributable to the
Group was a net loss of RMB20.3 million, which was a
94.0% improvement from the net loss of RMB341.5 million
incurred in FY2016. The resulting earnings per share
was a reduced loss of RMB3.8 cents as compared to
RMB64.2 cents in the previous year. Net asset value per
ordinary share as at 31 December 2017 was RMB184.8
cents against RMB188.8 million as at 31 December 2016.



AA AND AE

Segmental revenue contribution by AA and AE increased
by 2.3% or by RMB39.3 million from RMB1,697.2 million
in FY2016 to RMB1,736.5 million in FY2017. This was
due to a 28.3% surge in average selling prices of AA and
AE, which went from RMB6,000 per tonne in FY2016 to
RMB7,700 per tonne in FY2017, offset by a decrease
in sales volume 255,000 tonnes in FY2016 to 235,000
tonnes in FY2017.

As a result of the higher average selling prices of AA and
AE, gross profit margin for sale of AA and AE increased
from 3.5% in FY2016 to 11.6% during the year.

BALANCE SHEET AND CASH FLOW HIGHLIGHTS
The Group’s property, plant and equipment (“PPE”) value
was lowered by RMB71.2 million from RMB1,206.6 million
as at 31 December 2016 to RMB1,135.3 million as at
31 December 2017. This was mainly attributed to the
depreciation charge recorded for the period, which was
partially offset by the additional PPE value registered for
the new equipment and modifications for the Xiangshui
plant.

Concurrently, inventories increased by RMB27.2 million
to RMB109.1 million as at 31 December 2017 against
RMB81.9 million as at the previous year. This was
mainly due to the additional stocking of raw material in
conjunction with the re-commencement of AA production
at our Xiangshui plant in September 2017 after the
completion of modifications.
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Trade and other receivables decreased by RMB35.3
million to RMB955.0 million as at 31 December 2017 as
compared to RMB990.3 million as at 31 December 2016.
This was largely caused by the decrease in receivables
due from third parties and the joint venture entity and
value-added tax recoverable, which were partially offset
by an increase in receivables due from related parties and
notes receivables. The Group’s management will continue
to monitor the repayments from the related parties and
their cash flow situation closely to minimise our Group’s
credit exposure.

On the other hand, trade and other payables had
gone up by RMB231.5 million from RMB646.0 million
as at 31 December 2016 to RMB877.5 million as at
31 December 2017, due to an increase in notes payables
for purchase of inventories.

Total non-current and current interest-bearing liabilities
had decreased by RMB200.8 million from RMB1,137.3
million as at 31 December 2016 to RMB936.5 million as
at 31 December 2017.

Shareholder’s equity remained relatively unchanged at
RMB983.3 million.

During the year, the Group generated a positive operating
cash flow of RMB524.3 million mainly due to depreciation
charge, interest expense, a decrease in trade and other
receivables, as well as an increase in trade and other
payables. However, these were partially set off by an
increase in interest income, a reversal of write-down of
inventories and an increase in inventories.

Concurrently, financing activities gave rise to negative cash
flow of RMB414.3 million in FY2017 due to repayments
of bank loans, higher interest and an increase in pledged
deposits.

Net cash outflow registered from the Group’s investing
activities was RMB146.5 million in FY2017 mainly due to
purchase of PPE and intangible assets during the year,
which was partially offset by interest received.

Consequently, cash and cash equivalents reduced from
RMB196.5 million as at 31 December 2016 to RMB157.3
million as at 31 December 2017.

CONCLUSION

With the current oversupply situation persisting in the PRC,
we expect the operating environment of the AA industry to
remain challenging. Coupled with the volatility observed
in the prices of our products, we remain cautious on the
Group’s overall performance in the following year.




>
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BOARD OF
DIRECTORS

YANG GUOQIANG

Executive Director

YANG GUOQIANG is our Executive Director and was
appointed to our Board on 27 February 2006. He is
in charge of JUC’s overall operations. From 1982 to
1987, Mr Yang was an assistant factory manager in
the Jiangsu Yixing Bricks Factory. In 1987, he joined
Yixing Baoxing Thermoelectricity Factory as an
assistant factory manager. Subsequently, between
1988 and 2002, he was the deputy plant manager
of Yixing Erzhou Environmental Protection Facilities
Plant. In August 2002, he was involved in the setting
up of Xiangshui Yinyan and was appointed the
general manager and director of Xiangshui Yinyan
Chemical Industry Co., Ltd. when it was set up in
2008. In 2004, he took up his current position as the
general manager of JJC. Mr Yang graduated from
Yixin City Hegiao High School in 1975.

SUN XIAO

Executive Director and CEO

SUN XIAO has been firstly appointed as an Executive
Director and Deputy CEO of the Company with
effect from 16 May 2012, later, he was appointed
as CEO on 9 January 2013. Mr Sun Xiao is the only
son of our ex-Executive Chairman and CEO, late
Mr Sun Liping. His duty is in charting the strategic
developments of our Group. Sun Xiao graduated
from Curtin University of Technologies with a
degree of Bachelor of Commerce (Accountancy) in
November 2010. Since then, he joined our Group
as an intern to familiarise with the operations of our
Group.
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ZHU WULING

Executive Director

ZHU WULING is our Executive Director and was
appointed to our Board on 27 February 2006. He
currently holds the position of assistant general
manager of JJC and is also a director of Yixing
Yinyan Import & Export Co., Ltd. (“YYIE”). Mr Zhu’s
primary responsibility is to oversee the import and
export operations of the Group. Prior to joining our
Group, from 1995 to 2002, he was a manager in
the import and export department of Wuxi Kaili
Pharmaceutical Co., Ltd., and participated in
obtaining approval from the relevant authority for
sale of his company’s drugs in the European Union.
Between 2002 and 2004, he assumed the position
of sales manager of the chemical solvent department
in Jiangsu Yinyan. He joined JJC as its assistant
general manager in 2004. Mr Zhu graduated from
the University of Science & Technology of China
with a Bachelor Degree in Economy and Foreign
Trade in 1995.

KOH POH BENG

Lead Independent Director

KOH POH BENG is our Lead Independent Director
appointed since 5 May 2017. He has more than
20 years of experience in the field of corporate
finance and accounting, taking up the senior
finance positions in various public listed companies.
Currently, he is the Group Finance Director of
Millennium Investment Holdings Pte. Ltd.. He was
previously the CFO of The Stratech Group Limited
and Mary Chia Holdings Limited, Business Controller
for HTL International Holdings Limited and Group
Financial Controller for Chinese Global Investors
Group Limited. Prior to that, he served 9 years
in Fraser & Neave Limited as Strategic Planning
Manager and CFOs of F&N'’s associate and joint-
venture companies. He is a member of the Institute
of Singapore Chartered Accountants. Mr Koh holds
a Master of Science in Applied Finance from National
University of Singapore and graduated from Nanyang
Technology University with a Bachelor’s Degree in
Accounting in 1995.

LUA POH HUAT

Independent Director

LUA POH HUAT is our Independent Director
appointed since 5 May 2017. Mr Lua started his
career as an auditor with Deloitte & Touche in
Malaysia after receiving his ACCA qualification.
He then joined Ernst & Young Singapore as audit
senior and was subsequently promoted to an audit
manager. He joined ICH Capital Pte Ltd in February
2005 and participated in many corporate consultant
and fund raising projects in China. He was then
transferred to ICH Hanrui Pte Ltd (an affiliate of ICH
Capital Pte Ltd) in 2009. From 2011 to 2016, he
was CEO of Ruibao Consulting Pte Ltd, providing
consulting services. Mr Lua graduated from Foon
Yew Advanced Studies in 1990 and is currently the
fellow member of Association of Chartered Certified
Accountants.
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KEY
EXECUTIVES

LIM JIN SIN

Group Financial Controller

Lim Jin Sin was appointed as our Group’s financial
controller in October 2005 to oversee the overall
financial and accounting matters of our Group. He
started his career with a certified public accounting
firm in Kuching (Sarawak, Malaysia) for almost two
years before joining a certified public accounting
firm in Singapore in June 1998. He then joined
Ernst & Young in January 2000, and was involved
in the auditing of companies of all sizes and other
special projects (such as due diligence, IPO, review
of forecast and projection). He left Ernst & Young
in September 2005 as an audit manager to join our
Group. Mr Lim graduated from Curtin University
of Technologies with a degree of Bachelor of
Commerce (major in Accountancy and Finance) in
1996. He is a member of the Certified Practising
Accountant, Australia.

CHEN WEIHUA

Finance Manager

Chen Weihua is our finance manager and oversees
the financial and accounting matters of our
subsidiary, JJC. He has been the finance manager of
JJC since its incorporation in 2004. Prior to joining
our Group, between 1991 and 2000, he was the
finance section head and director of Jiangsu Guanhe
Group, in charge of the group’s accounting matters.
In July 2000, he joined Yancheng Yangguang
Accounting Firm as an auditor. In September 2003,
he joined Xiangshui Yinyan as finance manager and
subsequent to the acquisition of the major assets
of Xiangshui Yinyan by JJC, he was appointed as
finance manager in JUC and was also appointed
as director of JJC in January 2006. Mr Chen
graduated from Yancheng Accounting School with
a certificate in accounting in 1991. He was awarded
the “Yancheng Accounting Job Advanced Individual”
award by the Yancheng City Government in 2005.
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FINANCIAL
HIGHLIGHTS

REVENUE (RMB’ MILLION) GROSS PROFIT (RMB’ MILLION)
2,246.7 2,133.6 2,167.2 4,964.6 o 2229 70.1 215.0) 199.5
200
150
2017 2016 2015 2014 ) 2017 2016 2015 2014
REVENUE BY PRODUCTS (RMB’ MILLION)
o0 1,736.5 - 510.2 1,679.2 11.7 424.7 1,729.4 89.4 3485
’ [ | [ | [ | [ |
|| | | |
|| [ | || ||
1500 | | | |
[ | || || ||
| | || |
|| [ | || ||
1,000 | | || |
|| || || ||
|| | | |
|| [ | || ||
500 | | || |
|| || || ||
|| | | |
|| || || ||
0 | | | ||
2017 2016 2015
M AA&AE M PMIDA || OTHERS

NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS
(RMB’ MILLION)

(20.3)

(341.5) (779.5) (129.8)

400

200

-200

-400

-600

-800

2017

2016 2015 2014

AA & AE SALES VOLUME (TONNES)
234,616 265,114 260,308 440,411
5“I I I [
0
2017 2016 2015 2014




15

SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

QUALITY LEADS
TO QUANTITY

) SUPER ABSORBENT POLYMERS (SAP)

e Disposable Baby Diapers
e Female Hygiene Products
e Adult Incontinency Products
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CORPORATE
INFORMATION

BOARD OF DIRECTORS
Sun Xiao (Executive Director and CEO)

Yang Guogiang (Executive Director)

Zhu Wuling (Executive Director)

Raymond Ong Sie Hou (Independent Director, retired on 5 May 2017)
Koh Poh Beng (Lead Independent Director, appointed on 5 May 2017)
Lua Poh Huat (Independent Director, appointed on 5 May 2017)

COMPANY SECRETARIES
Selena Leong
Lee Wei Hsiung

REGISTERED OFFICE

112 Robinson Road | #11-01 Robinson 112 | Singapore 068902
Tel: +65 6220 9070

Fax: +65 6223 9177

COMPANY REGISTRATION NUMBER
200406502E

PRINCIPAL PLACE OF BUSINESS
Chenjiagang Chemical Zone
Xiangshui, Yancheng City

Jiangsu Province

People’s Republic of China

58 Tong Yuan Road
Taixing Chemical Zone
Jiangsu Province

People’s Republic Of China

SHARE REGISTRAR
Tricor Barbinder Share Registration Services (A division of Tricor Singapore Pte. Ltd.)
80 Robinson Road | #02-00 | Singapore 068898

AUDITORS

Foo Kon Tan LLP

Chartered Accountants

24 Raffles Place | #07-03 Clifford Centre | Singapore 048621

Partner-in-Charge: Tei Tong Huat
Year of Appointment: FY2014
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ENBIEBRS

During the financial year ended 31 December 2017 (“FY2017”) under review, the board of directors of SUNVIC
CHEMICAL HOLDINGS LIMITED (the “Company”) (the “Board”) is committed to maintain high standards of corporate
governance within and throughout the Company and its subsidiaries (collectively known as, the “Group”) by closely
following the recommendations of the Code of Corporate Governance 2012 (the “Code”), together with other applicable
laws, rules and regulations, including the Listing Manual (the “Listing Rules”) of the SGX-ST.
TEZE2017E12831 80201 7TUHEE - FIINTERERATY( AT ESERFCATNESTAIENR "B )
A - BEDEBIRESBIREN2012( “EM” )U&HJME?&%@ ME(EBFIRRZZHEY ( EMFM) AT - &
A ES IENEBIRIEHE o

The Company will continue to enhance its corporate governance practices appropriate to the conduct and growth of
its business and to review such practices from time to time to ensure compliance with the Listing Rules.

NI HAEAT RSB SENEETIEE - FENNEEEARINEWEIE - BRET (LhmFiH) -

BOARD MATTERS
ESRES

Principle 1: Board’s Conduct of Affairs

RN: ESESNEINERE

The Board is entrusted with the responsibility for the overall management of the Group with primary function to protect
interest of shareholders and to enhance long-term value and returns for its shareholders. Besides carrying out its
statutory responsibilities, the Board is also responsible for the following key matters:
EETHRENEEVEDHTE2EEENRA - 82NRETTRIPHNRER ROVKHNGZNOR - BRTHTEEEN
% BEERhEBNEREZEE

a) approving broad policies, strategies and objectives of the Group and monitoring the achievement of these
objectives;

HWEEDNEZ/S5 - &BFNEm - HREBMLMHAR

b) reviewing Management performance;
BRERERI
C) conducting periodic reviews of the Group’s internal control, risk management, financial performance, compliance

practices, information technology controls and resources allocation;

FHWEBRERES - NKREIE - WRPUTRR - SN0 - EREAREHMNGERESHTENNS

d) approving annual budgets, major funding proposals, investment and divestment proposals;

HWEFENS - EARTHZE  REAHERI

€) providing oversight in the proper conduct of the Group’s business and assume responsibility for corporate
governance;

MEEBWSZERT - URABRIEIESEVIRE

f) identifying the key stakeholder groups and reoognising that their perceptions affect the Company’s reputation; and

REN DA OH T BMAINNRIBSTIMAINEE - IR

g) considering sustainability issues, e.g. environmental and social factors, as part of its strategic formulation.

SRR IABFEREOEXNEAR - WM ERRS - (FAEWREBARSN—BD
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The Board conducts meetings on a quarterly basis to coincide with the announcement of the Group’s quarterly and
full year financial results and as and when it deems necessary. The Constitution of the Company allows Directors to
convene meetings by teleconferencing or videoconferencing.

EETEZTEBHA—RXZW  XoEBEFENFEVSBSRASHMERE—H - ESzWHIETOERZNNE
B - NTEEANT LR ITESBELBEIWNABNMZWNERABHESS -

The Board is also informed about the operations of the Group through regular updates by Management other than
the quarterly meetings.
BRES-SWLUN  ERENREROESEUREDNEEBER

The Company has adopted internal guidelines setting forth (a) the matters reserved for the Board’s decision and
(b) clear directions to Management on matters that must be approved by the Board. In particular, the following matters
require the Board’s approval:

NRIYRWMTATESREN : (2) BEERAENSI 5 (o) WINBESEHANSIBEE S TEREHRET - K53
EBUTSZVNZHES=HAE -

a) material acquisitions and disposal of assets;
SANAEWEHNBEL

b) corporate or financial restructuring;
WK SEE
C) share issuance, dividends and other returns to shareholders;

BEXT - RRAACHRREE

d) matters as specified under the Group’s Interested Person Transaction Policy; and
NIYXPEHRZHRME FEEXEE : IR

e) any major investment or expenditure.

IEEAREARE -

To assist in the execution of its responsibilities, the Board has formed three committees, namely the Audit Committee
(“AC”), Remuneration Committee (“RC”) and Nominating Committee (“NC”). In addition, in order to strengthen
the independence of the Board, the Company has appointed a Lead Independent Director, Mr Koh Poh Beng, to
co-ordinate and lead the Independent Directors and to provide a non-executive perspective and to contribute healthy
balance of view-points.

NDEEHETRSE  EF-ER T =1TZR= ' IFHERE  HFHERSNIREDZERE < M - AT NIRES=EVARIT
% RYREESFRBELENBFBRIES @ ADENNSRIIESHFENEMIFNTARONBRERR @IS o

The Board may, as it deems necessary, form a committee and appoint members with requisite knowledge and
experience to review and monitor performance of specific investments of the Group.

WEBZUNEWE - GUERZERZHBREST WA RNALROIMN RN ERREFINEFHITRIVAGRE -

All Directors will receive updates on changes in relevant laws and regulations, industry development, business initiatives
and challenges, and financial reporting standards on a regular basis. Directors are encouraged to attend relevant
courses conducted by, inter alia, the Singapore Institute of Directors, the SGX-ST, professional associates, and business
and financial institutions, and these are funded by the Company.

IEESRTHNEEXENER  TER - WEEWABIRKE  URUBREENSHENEFHAS - 3=
ESNBFEESNE ~ FTRET - EWHESUARIBZFM S IHEAEDBIINERE - BRHATRD -
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Upon appointment of a new Director, a formal letter of appointment is provided to such Director, which sets out the
duties and obligations of such Director. Directors with no previous Board experience have to undergo orientation and
training programme to develop the requisite individual skills. They are given training appropriate to the level of their
previous experience and are provided with extensive background information about the Group’s history and core values,
its strategic direction and corporate governance practices as well as industry-specific knowledge. Directors also have
the opportunity to visit the Group’s operational facilities and meet with Management to gain a better understanding of
the Group’s business operation.

—BZEEFNES - RYTORESAH—HERANEER - HIBRESHERRE - TAIREEScLNNESH
I - MMEADZETARKEE - BB RBMANEHNALKNAD - BEFANEDSSHEN - BREEDHEN
RINMNME ~ SEABNATERBERURERT AR - ESIMEEN =S NEDNE T REH SEREDBLRE
X £ S5AIR 58— SR -

Principle 2: Board’s Composition and Guidance

RN2: EFSERNES

The Board as at 31 December 2017 has five Directors of whom three are Executive Directors and two are Independent
Directors.

HE2017F128318 » EB-ESANES - EP=UNNTESNMINRIIES -

The requirement of the Code that at least one-third of the Board consists of Independent Directors is satisfied, however,
to maintain a good balance between the Executive and Non-Executive Directors and a strong and independent element
on the Board, the Company will endeavor to appoint another suitably qualified candidate as Independent Director of
the Company and shareholders will be kept updated in this regard.

AENERE D=2 —NESNRIIES - X—ADSERBER - R - AT EFNTESHIENTES B0 FE
RERFBES=HINERERIIN - RYRERNDBEEZ—TERANENRIIES - AR UBEIHEORRRS -

The Board has the appropriate mix of core competencies and diversity of experience, including in the area of accounting
or finance and business management, grasp of corporate strategy and potential to contribute to the Company’s
businesses. However, there is no gender diversity in the Board yet and the Board will enhance the diversity of the Board
if it encounters suitable candidates. The profile of the Directors is set out on pages 10 and 11 of this Annual Report.
EETVURANEERNZENMEBRIFN - BEAEITATZRMEBZWERTENAT - BERETWAE
KBRS EBAOFERmBENAT - AT EF=HMOUSIRLRE— - WRBESHREA - WATEER
ES-EBRUEEHOEAN - ES-MREVEXFIREARSHE10MES 11 TIHIE -

Following Mr Sun Liping’s stepping down as Chairman of the Board in 2013, the Company has yet to appoint any

replacement. Nevertheless, at every Board and general meetings, the Directors will elect a chairman of the meeting

from amongst the Directors. Once a suitable candidate is identified, an announcement will be made via SGXNet.

BEEZIIETEMNESEERBORMIIR TR » RYREBEFFOALFE - B - B—RNESZZWHRFAS - &
SRER—UESEESVNER - —BESBENALE - ZBIHRAMIEEZMAS -

The Board considers the present board size and number of committees facilitate effective decision-making and are
appropriate given the nature and scope of the Group’s business operations.

EETUN - BAINESSNRAEZERZUEEBREVORR - HEREDWSTIFOEFRAEERERE S
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The Board has taken the following steps to maintain or enhance its balance and diversity:

BRI UTBIERAERESZOFENDHFIL

o Annual review by the NC to assess if the existing attributes and core competencies of the Board are
complementary and enhance the efficacy of the Board; and
RRZERA-GFANNEESEHRAMIRNES NHIESEZTENAN IR

° Annual evaluation by the Directors of the skill sets the other Directors possess, with a view to understand the
range of expertise which is lacking by the Board.

ESNNBFNESHEOREHTVEG  LTRESTRERSPLL WEE

The NC will consider the results of these exercises in its recommendation for the appointment of new Directors and/
or the re-appointment of incumbent Directors.

ROERZRNWEEBRBOVSRETER  LEEHNESAEHEBIEES -

The independence of each Director is also reviewed by the NC. But in the absence of the required quorum in the NC
to carry out this review, the review was carried out by the Board. The Board adopted the Code’s definition of what
constitutes an Independent Director in its review. As a result of the Board’s review of the independence of each Director,
the Board is of the view that the Independent Non-Executive Directors of the Company are independent, and further,
that no individual or small group of individuals dominate the Board’s decision making process. It was also noted that
none of the Independent Non-Executive Directors have served for a continuous period of nine (9) years or more.

ROZR-UMNEMNESIRIIM - BEDTFRIDZZZLEEBHAN - AXIMIVBESEZXRNT - TS5
K201 28X FRITE S HVIRITIEBIE M. - %?n?fﬂj§$m§u PEHITS BN - ATEVRIT ~ FRITESER
I8 s 1A - RO/ BARRESRIVARTE - BeEEO—2MIINFENTESRIATIFR L -

Principle 3: Chairman and Chief Executive Officer

RN3: EFNERENITE

The Company has yet to determine its new Chairman of the Board, and will keep the shareholders updated on the
matter. Mr Sun Xiao is the current Chief Executive Officer (“CEQ”) of the Company.
NIALLEBEFFTNEBELR - LTTRERNBRARRLBHE - INFLEBRIZBRTINSBHNITE -

The Board is of the view that there is a sufficient independent element in the Board which could enable the independent
exercise of objective judgment on corporate affairs of the Group, taking into account the number of Independent
Directors sitting on the Board together with the size and scope of the affairs and operations of the Group.
EETUNN - FRIARUIESHAHNNER - LREDSFNESOE - EENDRBEBOVRITNE - GETED
EFPRGZMIRITEVFIRT o

Apart from the day-to-day operations of the Group, Mr Sun Xiao also undertakes responsibility in managing the business
of the Board and the Board committees and exercising control over the quality, quantity, accuracy and timeliness
of information flow between the Board and Management of the Company as well as between the Company and its
shareholders. He encourages constructive relations between the Board and Management and between the Executive
Directors and the Independent Directors.

RTEREDNBBLEZIN  INRAERNRESENEEZEREES - HOEEHESNRIEERELE - AT
HERRCBERABINRE - M2 - ARUNRNYK - (e HESE5ERBECBEURNMIESNRIIZEECBHRE
MR o
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He also takes a leading role in ensuring the Company’s compliance with corporate governance guidelines and monitors
and translates the Board’s decision and wishes into executive action.

MHARRADBEBEWCIBIESHE - HEESENARNBRENNTIMINEZS I aLESRhENES

The independent element on the Board is strengthened by the appointment of Lead Independent Director. Mr Koh Poh
Beng, the Lead Independent Director since 2017, will be available to shareholders who have concerns which contact
through the normal channels of the CEO or Group Financial Controller has failed to resolve or for which such contact
is inappropriate.

EESNRIIME017TFRE S BBRIIEESERSENNRT - RANERYEERBHAN CB8BNTEINER
WHEEBMH - ABROEEAMIINERT - G EEKRBBRIIES -

When necessary, the Lead Independent Director will chair meetings with the Independent Directors without involvement
of the Directors, to aid and facilitate well-balanced viewpoints on the Board.

WEHRZ  SRRUEFIUSHEREBEMESS S TRUESEW - UDHESZREFENEN -

NOMINATION MATTERS
HESES

Principle 4: Board Membership
R4 EEEMRA

The NC makes recommendation to the Board on all board appointments. The NC currently comprises two members,
all of whom, including the Chairman are independent. The Company will endeavor to appoint another suitably qualified
candidate as Independent Director of the Company and shareholders will be kept updated in this regard. The members
of the NC are as follows:—

RUZASNEZCMRNEFRERWN - EDERZEABMA - ] BRERIZRASTR @ 2RI - NTIR
ERNBZEF—IDEBIRBEANATIRIIES - FREBZSHNRE - BRZSERZINALT -

Mr Lua Poh Huat  (Chairman)  (Independent Director)
Mr Koh Poh Beng (Member) (Lead Independent Director)
HMERTE (F) (RIIES)

SESE b (WR) (BRRIES)
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RS

The nature of the Directors’ appointment on the Board and details of their membership on the Board committees as

at 31 December 2017

are set out below:—

HBE2017F128318 - ESESESHNRULESERSZMROFBE R FK

Board of Directors | Board Membership Audit Remuneration Nominating
B35 ESEMR BHItERS FHERS RBERE
Sun Xiao Executive Director
TR and CEO
NITESHR
BENMIEB
Yang Guogiang Executive Director
mER NTES
Zhu Wuling Executive Director
KBE NITES
Koh Poh Beng Lead Independent Chairman* Member* Member*
S =6 Director +% U Y]
BERIIES
Lua Poh Huat Independent Director Member* Chairman* Chairman*
MER MITESE MR s %
Note £

Mr Koh Poh Beng and Mr Lua Poh Huat were appointed to the requisite positions of the respective committees on 5 May 2017.
BEIHRELRELLIELRE201 75358 -

Mr Raymond Ong Sie Hou retired as an Independent Director of the Company as he did not seek re-election in the
Annual General Meeting held on 28 April 2017.
BITESHTRITET2017F4F28BHIRFKRE DRI » MHRIKERT

Mr Koh Poh Beng and Mr Lua Poh Huat have subsequently been appointed as Independent Directors of the Company
on 5 May 2017.

SERFENHMELRFLEE2017FES RS BREENATEIRIIES -

The NC has adopted written terms of reference that describes its duties and responsibilities.
REZERSRAT PAERARENIZSRAENSERZNR -

The principal functions of the NC are as follows:
REZER=NTE2RENT -

a) to make recommendations to the Board on all board appointments, including re-nominations, having regard to
the Director’s contribution and performance (for example, attendance, preparedness, participation and candour)
including, if applicable, as an Independent Director. All Directors shall be required to submit themselves for
re-nomination and re-election at regular intervals and at least once every three years;
DEE-EGHEEXERMMEE ' REES(BBFNRIIES)NARBANZAGIW : BHEX - £EF - 2510
EE)NEH#RTSHT® @ IEESVIAERHEARNSE D =—F —REEFIRDHNEFNEZE
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to recommend to the Board the review of board succession plans for the Company’s Directors, in particular,
for the Chairman (if appointed) and CEO;
DEESEETNRIES @ FRIENTBAB)NERBRTEAT I XINFE

to determine annually whether or not a Director is independent;
FEWSHESIVRITE

in respect of a Director who has multiple board representations on various companies, to decide whether or
not such Director is able to and has been adequately carrying out his/her duties as Director, having regard to
the competing time commitments that are faced when serving on multiple boards;
NFERIATEBEESEURNES - TRIECIRESSER  GNEERATE @ REACHESESH
BHRDBITHESHIRER

to decide how the performance of the Board, the Board Committees and Directors may be evaluated and
propose objective performance criteria, as approved by the Board that allows comparison with its industry
peers, and address how the Board has enhanced long terms shareholders’ value; and

WEESE - SFERSNESHXRY - HREESMENTEINVERES = E - RTFNRTWBER - IRBWE
EXWIRSEHORENE : AR

to review the training and professional development programs for the Board.
RMNEEE=MRABIIFRZWRIETK

To address the competing time commitments that are faced by the Directors who serve on multiple boards of publicly
listed companies, the Board has determined that the maximum number of listed company board representations each
Director is allowed to hold is as follows:—

NIBREZR FHAINESEERNEZTENNERANODR - EBRARAEITENESHA LHRATESZERIA
IEAHMEBWT :

a)

b)

directorships without other executive roles — six

FITEFRN — RRRAT

directorships with other executive roles — four
PATEERN — IRAT

The contributions by Directors to and during meetings of the Board and relevant Board Committees as well as their
attendance at such meetings are holistically assessed and taken into account by the NC.

BTESMNSNESZTIBXIERZZWUNNOABUARBDBRE RHIESEZWD -




24
SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

CORPQRATE GOVERNANCE REPORT
EAGEBIRS

Process for the Selection and Appointment of New Directors

EEABZEHESNES
1. | Determination of selection criteria e The NC, in consultation with the Board, would identify the current
REESNAEBEK needs of the Board in terms of skills/experience/knowledge to
complement and strengthen the Board.
ROZEZERSHIERESERINEN - REBREE=RETE
ENEEREE - KBRS - LTERBUESZOEM -
2. | Search for suitable candidates e The NC would consider candidates proposed by the Directors,
FHESIREA key management personnel or substantial shareholders, and may
engage external search consultants where necessary.
ROUZRATTUERES » TE2EBEAARKEFTHAL - W0
5FE  HOUERIINEBORTRIEZBESHIANL
3. | Assessment of shortlisted candidates e The NC would meet and interview the shortlisted candidates to
BEELR N ™MEEA assess their suitability.
REZER=ERERIEA - WEMRINESEE -
4. | Appointment of director e The NC would recommend the selected candidate to the Board
EEEE for consideration and approval.
REZERSEEIWMBIREAHRESZZBME

Process for the Re-electing Incumbent Directors

NEESNERERES
1. | Assessment of director e The NC would assess the performance of the Director in
EeE G accordance with the performance criteria set by the Board; and
R ERRIREE SR NN RESNE NI E R E R EE
B=RI : IR
e The NC would also consider the current needs of the Board.
REERCNSZEREBNESEEOREXHFNIAIE -
2. | Re-appointment of director e Subject to the NC’s satisfactory assessment, the NC would
EHEEES recommend the proposed re-appointment of the Director to the
Board for its consideration and approval.
WRBDZRCZNRESHWORE - IOESTEEEHER
%ES - LIRGESRIME -

New Directors who are appointed by the Board will submit themselves for re-election at the annual general meeting
following their appointment. In accordance with the provisions of the Company’s Constitution, at least one-third of the
Directors are required to retire from office at every annual general meeting. Every Director must retire from office at
least once in every three years. A retiring Director is eligible and may be nominated for re-election.
SESTHONFESTEE N FEATRFIAZ LREEHRIGEETL - RBRAIEROIAE - EH=Dp<z—KNE
EFEEEEORFAZDPREER - SUEFTF=FVWAE/DLEER—RX - REEERANEZESERREEFHIERS
B -



25
SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

CORPORATE GOVERNANCE REPORT
ENBIEBRS

Mr Koh Poh Beng and Mr Lua Poh Huat being appointed in 2017 to fill the casual vacancies shall hold office only
until the forthcoming annual general meeting (“AGM”). Pursuant to the Constitution, they are eligible and will submit
themselves for re-election, but shall not be taken into account in determining the Directors who are to retire by rotation
at the forthcoming AGM. In addition, Mr Sun Xiao, being Director who has been longest in office since his last election,
will submit himself for re-nomination and re-election at the forthcoming AGM. As both Mr Koh Poh Beng and Mr Lua
Poh Huat are members of the NC, they had abstained from making any recommendation and/or participating in any
deliberation of the NC in respect of the assessment of his own re-election as the Directors.
SRBPEENMERTEEFT 201 7TESBREERNENRIEZSCER - BEHERIBREIREMINDZEBENVIE
RIFEAINERE - INTEESHR - FERREXHEERBHEERIGHRAIAZVIERY - B RIZBIANZE
BERIKE - 290 - 3I\REE - NEREEBEEHEKNES - tHRRZKRIEDNBIERBE - HBEBERIBORER
A= ENEBY - BFaFRENHETAMATLZRDERZAR © AMINFEEEAS SRIZZ VM IRA
BEENESCEEH -

Having considered their overall contributions and performance, the Board has recommended that Mr Sun Xiao, Mr Koh
Poh Beng and Mr Lua Poh Huat be re-appointed as Directors at the forthcoming AGM for shareholders’ approval.
Upon re-appointment, Mr Sun Xiao, Mr Koh Poh Huat and Mr Lua Poh Huat shall remain as a Director of the Company.
Mr Sun Xiao is also the Chief Executive Officer of the Company.

ZRIINFLEE - SFFLENRMEREEABNRI - ESSBEVWEFZEMIINRINES - HIEXKIENFEERK
A= EVEBY - —BEHZEE - TR ANRATNES » NFAEWIDNATNERBHTE -

Only one of the three Directors submitted for re-appointment at the forthcoming AGM, namely, Mr Sun Xiao, has an
immediate family relationship with its 10% shareholders. The Board has reviewed and noted that both Mr Koh and
Mr Lua who submitted themselves for re-appointments does not have any relationship including immediate family
relationships with the other Directors, the Company or its 10% shareholders, and Mr Koh and Mr Lua will be considered
independent for the purposes of Rule 704(8) of the Listing Rules.

BEBEEEIBENRFIAZTVECEFNEEN=—(EED - FBIFS10%NRFEZSERFERIR - EBZNLHAENN -
SRENMTERREFHEESRE - ISHEHMES - RTA10%NRFLERBERERIAAERNXSR » 181F (L
M) F£704(8)FBIME » MIBINNZIRIIBY -

Each member of the NC has abstained from voting on any resolution in respect of the assessment of his performance
or re-nomination as a Director of the Company. In the event any member of the NC has an interest in a matter being
deliberated upon by the NC, he will abstain from participating in the review and approval process relating to that matter.
REZEROWRAVTOER B2 NRINLEHNESEFEDRVHTRL - WREDZERZINRSRIZERZIY
BHIOAEN IR - RN FES SR -
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The date of initial appointment and last re-election of each Director, together with his directorships in other listed
companies, are set out below:—

SESPYREGHB N E—REENEH - URAEAM EMATHEROVEZIRAIEVFE I TK

Director Date of Initial Appointment Date of Last Re-election/Re-appointment
B ARERBE R F—EE/SHEREH

Sun Xiao

NG

Yang Guogiang
mER

Zhu Wuling
KT

Koh Poh Beng
[SESE

Lua Poh Huat
MELE

Former Director

AIES

Raymond Ong Sie Hou
ST

(Resigned on 5 May 2017)
(F2017ESB5BFHR)

16/05/2012 29/04/2016

27/02/2006 28/04/2017

27/02/2006 29/04/2016

05/05/2017 -

05/05/2017 -

Directorships in other listed companies

Hit EHATINESRS Details of other

Director Current Past three years principal commitments
S =[] TEIF HithEBIRHS

Sun Xiao - _ _
INGR

Yang Guogiang - - -
mE R

Zhu Wuling - - -
FEKR
Koh Poh Beng - - -
ISEES
Lua Poh Huat - - -

Former Director

AIES

Raymond Ong Sie Hou - - -
SIx

(Resigned on 5 May 2017)
(F20175585851R)

The Company has no alternate directors on its Board.

NIEFERBEBERES
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Principle 5: Board Performance

RN5: BEFESRIN

The NC has been tasked with evaluating the Board’s performance as a whole, and the performance of individual
Directors using objective and appropriate quantitative and qualitative criteria. Assessment parameters include the
attendance records of the Directors at Board and Board Committee meetings, the level of participation at such meetings,
the guidance provided to Management and the quality of Board processes and the business strategy and performance
of the Group. The Board is of the opinion that a separate assessment on the effectiveness of the Board Committees
is not necessary as the Board Committees share common members.

RYZEREERZZE - BIZUHBINESNEENE - NESERARINSUESVRIIRINHTVE < WS
SHERESHRBESSAZERESWHEBX - ARUSWPNSS5RE URNFERBENES= T ERENELD
WHESEBHRIIES - ESTUNNEEBVERRNESEISERZERHEHTS - ANSERNRBENEBE

HHERZHMA -

For FY2017, the review process was as follows:
NF2017WE - WIEEVIERWT -

1. All Directors individually completed a board evaluation questionnaire on the effectiveness of the Board and the
individual Directors based on criteria disclosed;

ENESEMRANESZERURIESZRNAN M BIZ KR IDNTRWGEDS

2. The Company Secretary collated and submitted the questionnaire results to the NC Chairman; and
NIWBNEDEHRGRZEREER + AR

3. The NC discussed the results and concluded the performance results during the NC meeting.

BFERZEREALANE  EBSENERELRAEESHWLEE °

All NC members have abstained from the voting or review process of any matters in connection with the assessment
of his performance or re-appointment as a Director of the Company.
FrERDSZERAZINRAOBENERAANKINAEFEENESSEENWHRBNTEIRE -

No external facilitator was used in the evaluation process.
ENENEEPREREINLENE -

The NC, having reviewed the overall performance of the Board in terms of its role and responsibilities and the conduct
of its affairs as a whole, is of the view that the performance of the Board has been satisfactory in FY2017 and that the
Board has met its performance objectives in FY2017.

RPERE  AMEZ=NAE - REMURNTBINXJMRIAHATELZBINN - ESEE2017MFENRINFB R
TS INHE -

The NC is of the opinion that the Board is able to exercise objective judgment on corporate affairs independently and
no individual or small group of individuals dominates the Board’s decision making process.

RBERTUN - EBZRBNATEIETRIN - SUOART - BE MDA/ NMRAZHESZEORRIIE
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The attendance of each Board member at meetings of the Board and other committees in respect of FY2017 are as

follows:

2017 FESENEZERES

WHESHHEERU T

Name

e

Board of
Directors

£

Audit
Committee

FUHERS

Nominating
Committee

RBERS

Remuneration
Committee

FHERS

Held
BITRY

Attended
SERY

Held | Attended
EITRY | SERE

Held | Attended
EITRY | SERE

S

Held
TRE

Attended
SERY

Current Directors

nEES

Sun Xiao

ST

Yang Guogiang
mER

Zhu Wuling
KBk

Koh Poh Beng

S

(Appointed on 5 May 2017)
(20175 H5BRET)

Lua Poh Huat

HMER

(Appointed on 5 May 2017)
(20N TESHBEEEL)

Former Director

AIES

Raymond Ong Sie Hou
EENIEY

(Resigned on 5 May 2017)
(20175858 H#ER)

Principle 6: Access to Information

Re: REER

To enable the Board to fulfill its responsibility, Management strives to provide Board members with complete, adequate
and timely information for Board and Board Committee meetings on an on-going basis. The Directors have separate

and independent access to the Group’s Senior Management at all times.

NEEEZETERS EBENSHEMAESAREHTE - ZONRNDER - EFTBNSEOSEHITE

IRADARTT BV
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The Directors are always provided with relevant information on a timely manner prior to each Board meeting and Board
Committee meeting. This is to give the Directors sufficient time to review and consider the matters being tabled and/
or discussed. The Senior Management will be also invited to attend Board meetings to provide additional insights into
matters being discussed, and to respond to any queries that the Directors may have.

ESCTVAEREE WA - FRERVIBHEESBXNHEN - KRN T SEZHREHNBSEXIZEB2IICH0 -
SEESBARNSRAESNES W - NZHNTNEN0BEHRINNER - HFOBSESHVED -

In respect of the annual budgets, any material variances between the projections and actual results are disclosed and
explained to the Board by the Management during the Board meetings.

ITFEEME  MENLMERCEIEENEANER @ BERSHEESE LHEBREOEBEHE -

All Board members have separate and independent access to the advice and services of the Company Secretary.

PrEEE MR IUSRIRITI O DI RIREGR WAIARSS

The role of the Company Secretary, the appointment and removal of whom is a matter for the Board as a whole, is
as follows:

EFTACEEURBRAINDE - ATWRNHBEWT :

° to ensure that Board procedures are observed and that the Company’s Constitution, relevant rules and
regulations, including requirements of the Securities and Futures Act (Chapter 289) of Singapore, the Companies
Act, Chapter 50 of Singapore and the Listing Rules, are complied with;
BRESZESNNT - IRERTER - BRXAENZMBBH RIS EE2895F « NTAFES0ZMNHFTRZAT
(EMFM) BEBRBE—E

° to assist the Chairman and the Board to implement and strengthen corporate governance practices, with a view
to enhancing long-term shareholder value;
MEIERBNESETENNEIEE - URESKRARKENE;

° to assist the Chairman to ensure good information flows within the Board and its committees and key
management personnel;

DERBBRESSASERZUREERECBIERME;

° to facilitate orientation and assisting with professional development as required;

NI IR L W M a91E SAOFEED;

° to train, design and implement a framework for key management personnel’s compliance with the Listing Rules,
including timely disclosure of material information;

NEBEARRBEBUI  BITANTIER - DUBARIEZFTRME (EMFM) 7 - BERNKEEZER;

° to attend and prepare minutes for all Board meetings;
SNHESHBEES N NEE;

° As secretary to all the other Board Committees, the Company Secretary assists to ensure coordination and
liaison between the Board, the Board Committees and key management personnel; and
TENSZER=0WE - AOWMBNIRERES: - SZERZUREREARZEBEBAIME; PR

° to assist the Chairman, the Chairman of each Board Committee and key management personnel in the
development of the agendas for the various Board and Board Committee meetings.
MENTER - SZERCTHUREEBEARESSIWMIE -
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An individual Director or as a group, may seek professional advice in furtherance of their duties and the costs will be
borne by the Company.
EPESBUBEN—TER - ATETMHIIRENS - gSKEWRBW - BREDHATAIB -

REMUNERATION MATTERS
HEE5

Principle 7: Procedures for Developing Remuneration Policies

RNW7: #HFHBEROEZES

The Board has a RC comprising two members, all of whom, including the Chairman are independent. The Company
will endeavor to appoint another suitably qualified candidate as Independent Director of the Company and shareholders
will be kept updated in this regard. The members of the RC are as follows:—

EBETNFHERZHRIEZAHN - ] - ERBFWER=LR - 2RI - RYERNDISENZEFZ -G8
RIENMENATRIIES - LEFARFMHER S - RAT=REUBNRFNENRITHE - FMHER=OIWRAT -

Mr Lua Poh Huat  (Chairman) (Independent Director)
Mr Koh Poh Beng (Member) (Lead Independent Director)

MEARTE (E/®) (RITES)
SESE b (WR) (BRRIIESE)

The RC has adopted written terms of reference that describes its duties and responsibilities.
FHERSRAN T PERHENISRANSERR -

The principal functions of the RC are:
FNER=OOEZREEWN T -

a) to review and recommend to the Board a framework of remuneration for the Directors and key management

personnel;
BESZREVHNRWES RZIVETR A REVFBHZD;

b) to determine the specific remuneration packages for each Executive Director and the CEO;
HEE TN NTEZSNBENTENRERFHEE;

C) in the case of service contracts, to consider what compensation commitments the Directors’ or key management
personnel’s contracts of service, if any, would entail in the event of early termination with a view to be fair and
avoid rewarding poor performance; and
WREBSIAHIVEBARNRICAFTZREANER - F2URENSEESMEE - BRENAENRNEGFY
S B0 IR

d) to recommend the fees of the Directors.

RWEENESHR -

In its review, the RC’s objective is to establish and maintain a level of remuneration that would be appropriate to attract,
retain and motivate the Directors and key management personnel to run the Group successfully. The RC also ensures
that the remuneration policies and systems of the Group support the Group’s objectives and strategies.
AENVGHERER - HFNER=OEMETRINERFEBRS| - RBAFAMESORVEE A RWINEIEEBD OIS B X
Yoo HFINERSOF2RREDNVF MR RSB EDH BN EES -
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If necessary, the RC will seek expert advice inside the Company and/or outside professional advice on remuneration
of all Directors and ensure that existing relationships, if any, between the Company and its appointed consultants will
not affect the independence and objectivity of the consultants. No remuneration consultants were engaged by the
Company during FY2017.

WEME - FMERZR=AORITABRIIMBZ WAL - RESHFMORAIKEWHRD - MRFIENXR : B8
2 ROSZEMO BNELFTANZZIOERITHAZBNER - RTE2017MFLEEBBEF B -

The recommendations of the RC will be submitted for endorsement by the entire Board. Each member of the RC
shall abstain from voting on any resolution and making any recommendations in respect of his remuneration package.

FWHER=HRWRIREREGES=HRABI - FWERSRRVNOBENEAANFHEENRRAZ NS -

Principle 8: Level and Mix of Remuneration

ENs: FHEEEKT

The RC reviews and recommends to the Board a framework of remuneration for the Directors and key management
personnel, and determines specific remuneration packages for each Executive Director. The recommendations of the
RC on remuneration of Directors would be submitted for endorsement by the entire Board.
FNERSORKVHOEEZHEESURMINVERARDE - fICE NI TESOFMEE o R WD
BESTHE -

All aspects of remuneration, including but not limited to directors’ fees, salaries, allowances, bonuses, options and
benefits in kind are covered by the RC. Each member of the RC shall abstain from voting on any resolution in respect
of his remuneration package.

FMOSTOE - BEHARTESS - FHX - 4 8) - £4 - Bl - 8BS - 81T FHNERSRRINAGSNFMNEE
TR -

In setting the remuneration packages of the Executive Directors and key management personnel, the Company takes
into consideration the remuneration and employment conditions and makes a comparative study of the packages
of Executive Directors and key management personnel in comparable companies/industries as well as the Group’s
relative performance.

FEHRIENTESIRINERARDFNDENY - AZEFHMVEREIRNR - FEZXRLQTTUWHNESIRNERAR
FMEEN A E DA RINHTLLRAR -

Non-Executive Directors are paid a basic fee and an additional fee for serving on any of the Board Committees and
the remuneration offered is appropriate to the level of contribution, taking into account factors such as effort and
time spent, and responsibilities of the Non-Executive Directors. The Chairman of each of these Board Committees is
compensated for his additional responsibilities. Such fees are approved by the shareholders of the Company as a lump
sum payment at the AGM of the Company.
IFNTESRESNERAESHNEFNEZERC=MREVEINESER - SIYSH1I80FBE SHITATY B8V DA B
RAMIBIREZZF M AN M) - B8P ER =T HERNERMIMNRIDE S ZAEX MBS MMz - RSB BHAIREN
REFEREIAS EBRIRRIE

The RC is of the view that it is currently not necessary to use contractual provisions to allow the Company to reclaim
incentive components of remuneration from Executive Directors and key management personnel in exceptional
circumstances of misstatement of financial results, or of misconduct resulting in financial loss to the Company.
FNERZUNN - UNBRAILHFERASETIBNETNMER - HFBTFITESNEI2ERBARNERVIRSG - A
MNETANSHATSREVFIHKER T » O ROEFH PV D
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Principle 9: Disclosure on Remuneration

RS9 oS

The breakdown showing the level and mix of remuneration paid to each Director for FY2017 is as follows:—

12017812831 B ENESHFNAE LU -

(Resigned on 5 May 2017)
(20175858 H#ER)

Salary Bonus Other Benefits Fees Total
X wa Hitg % BEEH Bit
Name
e % % % % RMB’000
Current Directors DIFES
Sun Xiao
100 - - - 960
e
Yang Guogiang
100 - - - 492
mER
Zhu Wuling
o 100 - - - 702
P12
Salary Bonus Other Benefits Fees Total
K wa Hithig R BEEH Bit
Name
H2 % % % % S$°000
Koh Poh Beng
[SiEal
miﬁ _ _ - 100 40
(Appointed on 5 May 2017)
(20N 7TESHSEWETL)
Lua Poh Huat
W
. - - - 100 40
(Appointed on 5 May 2017)
(201 7ESASBEEN)
Raymond Ong Sie Hou
e - - - 100 20
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The remuneration paid to each of the top key management personnel who are not Directors of the Company are all
below S$$250,000. A breakdown of the level and mix of remuneration of these top key management personnel is as
follows:

HHAEEESRIRNERAROFME B EEFFHF 25 DTEFTMAUT o B2MIRNERAROFHESHMAU T :

Fees Salary Bonus Other Benefits Total
25 K wa HithigF Bit
Name
“2 % % % % %
Lim Jin Sin A {0 - 78 22 - 100
Chen Weihua Bk 121 - 100 - - 100
Note *#:

Lim Jin Sin and Chen Weihua are the only top key management personnel for FY2017.

201 7MW FESRBI NGOG DEMI T EEZENT -

Shareholders’ approval will be sought at the forthcoming AGM of the Company on 30 April 2018, for the payment of
directors’ fees proposed for FY2017 amounting to an aggregate of S$100,000.
F2INB9201 7FEENES TR IN100,000%17T » BE2018F 43308 BHNTERIAS HAEKEREVALE

The total remuneration paid to the top two key management personnel was S$330,000 for FY2017.
201 7EENGE2AIRIVEIR A REVF B R T 9330,000%7 7T °

There were no termination, retirement and post-employment benefits granted to Directors, the CEO or the top two
key management personnel.

NIRBLETFES  EFIMIBURE2UMVEBARELRIL - BRRREXARERETLTBAGE -

At present, the Company does not have any employee share option scheme.

Bal - ATEEEIRTHRIR -

There is no other employee of the Company, who is an immediate family member of a Director and/or the CEO, whose
remuneration exceeded S$50,000 during FY2017.
EBRE2017TMED - RERNESHNERFERE - BEFIMEBY#TM$50,00089RT -

RC reviews the compensation framework annually to ensure that the remuneration of the Executive Directors and key
management personnel commensurate with their performance and that of the Company, giving due regard to the
financial and commercial health and business needs of the Group. The Company’s compensation framework comprises
a basic salary component and a variable component which is the annual bonus, based on the performance of the
Group as a whole and their individual performance and employment conditions within the industry. This is designed to
align remuneration with the interests of shareholders and link rewards to corporate and individual performance so as
to promote the long-term sustainability of the Group.

FNEZRSNRMDBHATEES K - LRIETESNSRERARDF M SMINBRINAR AT OVEARRINED -

HAEZRIAEDHNVSTOBWLRWSERZFK - ATNFMRVEFEATLZNI T LHRBEDEARKI - R
TITPARIERTUWARBFHSFSNE)MNELD - XITRITERBRRINGINATURRTHRNBLS - DUeHEH
KHBEaLRE -



34
SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

CORPQRATE GOVERNANCE REPORT
EAGEBIRS

ACCOUNTABILITY AND AUDIT
REBIAEHT

Principle 10: Accountability
R10: SES

In presenting the full year financial statements and quarterly financial result announcements to shareholders, it is
the aim of the Board to provide the shareholders with a balanced and understandable assessment of the Group’s
performance, position and prospects.

CORKFERFEVSRENZERSD - EETESTARKER—HNEDRIN - DIPOIIRAISEEHLEN - &
TIEROWORE -

Management currently provides the Board with a continual flow of relevant information on a timely basis in order that
it may effectively discharge its duties. Management does not provide all members of the Board with management
accounts and such explanation and information on a monthly basis. Instead, the Board members are provided with
quarterly financial reports, summary and analysis on the Group’s performance for monitoring and decision making.
BRISEERNHEFAHOESREHMEXER - LMEESEINETERSA - HPBERHSEHNOUSRSEURY
EARLEXRINRXSMNOIT - MEEHTENNRETAR - EBEAENEG T ESTRHEGLANERBRKBENERE - M
ERHFENVUIRE - EDWARNZSHNDH - IHEERRE -

The Board takes steps to ensure compliance with legislative and regulatory requirements, including requirements under
the Listing Rules, and will establish written policies in this relation, if appropriate.

EZBHRIBREASTENBBHHRA (LMFM) HBEXK - £ELHBER MNEMBEBERNHY -

Principle 11: Risk Management and Internal Controls

RU11: REERNABESR

The Board determines the Company’s levels of risk tolerance and risk tolerance policies, and oversee Management in
the design, implementation and monitoring of the risk management and internal control system. The Board recognises
that no internal control system will preclude all errors and irregularities. The system is designed to manage rather than
to eliminate the risk of failure to achieve business objectives. The controls are to provide reasonable, but not absolute,
assurance to safeguard shareholders’ investments and the Group’s assets.

ESTREATINMAZEXFHBER - HERBTEBRENNERNANEZEFRAALEBHRT » THNKES - ES=
RIREEE— TR ERRAERHRMEEREMTN - WAL RIFEAESEMNET 2 HER W SSKWMEIXK -
MR IER BB ORFEFNEDR ~OVRIPRHSIEDN - BRZENRIE -

The Group has appointed Deloitte Touche Tohmatsu CPA LLP to continue in ascertaining the organisation’s systems
of risk management, control, and governance processes, as designed and represented by Management, is adequate
and functioning in a proper manner through carrying out a desktop enterprise risk assessment, as well as a control
self-assessment exercise. This will facilitate the Board in providing an opinion on the adequacy of the internal controls,
addressing financial, operational, compliance and information technology controls, and risk management systems.
EERBRYERTTINESAERAT - BEHTEANLNEARIEFHIBRNGSE - EHBIAMAIERIBIN
MEE  FHUREEBRESHNARRARESTEHAREER - WBRSESENEWABIES - US - BIEUARRNITSS
BEOTEREHSZERND -
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The AC will ensure that a review of the effectiveness of the Group’s material internal controls, including financial,
operational, compliance and information technology controls, and risk management systems is conducted annually.
The AC will review the audit plans, and the findings of the auditors and will ensure that the Group follows up on the
auditors’ recommendations raised, if any, during the audit process.

I ERERAERNEDANZERNEHRTEENS » BREVUS - 25 « SHNERERAESH - MRXKEE - FitE
REBERET IR EBTTINAZIMNDR - HRREDERIRIESETIMIZH 0V W SEHEAE M BV SUH TS -

The AC has reviewed the Group’s risk and internal control assessment and based on the internal auditors’ reports
and the internal controls in place, it is satisfied with the internal controls in the Group save for areas relating to the
outstanding interested person transactions and cross guarantees which have been disclosed in the Group’s quarterly
results and other announcements. Management continues to work closely with the majority shareholders to rectify
these matters.

BIER NG T EBIXEANABIEH - HEEFABFIUHRSURTRIBABEHER - SHERENE
BREEARTRR @ BRI XFRBANXEORSNOREN (RETEDANZFEWARSHNEMASPIERE) XU
Ih - BIRERAKLSARREBHLDBIMERBRAXLEE -

The Board had received assurance from the CEO and Group Financial Controller: (a) that the financial records as at
31 December 2017 have been properly maintained and the financial statements for FY2017 give a true and fair view
of the Company’s operations and finances, and (b) regarding the effectiveness of the Company’s risk management
and internal control systems.

EENESERTENEDV S 2 WRIE - RiE(a) AFEE2017F 12831 BNV RICRRERTE @ 201 7EEVSS
BEPXFATNEEHNVZRRBARRELBINAIED ; IR () XFATRAEBNAZLIEHEVE L

Principle 12: Audit Committee
RN12: BHERSK

The Board has an AC comprising two members, all of whom, including the Chairman are independent and have, among
them, accounting, business or related financial management expertise and experience. The Independent Directors
do not have any existing business or professional relationship of a material nature with the Group, other Directors or
substantial shareholders. The Company will endeavor to appoint another suitably qualified candidate as Independent
Director of the Company and shareholders will be kept updated in this regard. The members of the AC are as follows:—
EEXVHITZER=BRIERDAR - ] - BRBRERZTFE - BERIIO - IIEEBVS - WSASVUSEEERS
FOTWRRNES - RITEFRED - HMESAETZRAFAANSAETALRAENWSHAE LW R - ATERNDIH
NEEZ—IESBARENRINRIIES - AIEHMBHHEROREIRS - BUER=MRA T -

Mr Koh Poh Beng (Chairman) (Lead Independent Director)
Mr Lua Poh Huat  (Member) (Independent Director)

SESE b (E®) (BRRIIESE)
MELR TS (WR) (JRITES)

The AC assists the Board in discharging its responsibilities to safeguard the assets, maintain adequate accounting
records and develop and maintain effective systems of internal control, with the overall objective of ensuring that
Management creates and maintains an effective control environment in the Group.

B ER=MIESZETHERSE - BRRIPE - £ RO CRAARSEPERIAL I RS - BT
FHREREEEEEDPRZ LA SN RENE -

The AC provides a channel of communication between the Board, Management and the external auditors on matters
relating to audit.

BIUERENEEE  SBENNSBEIHTES I SEOERHE THBRE -
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The AC has adopted written terms of reference that clearly set out its authority and duties.
BUERERAN T BPERARENIESRANSEFRRK

The AC meets periodically to perform the following functions:
B ERZEHSHZWHTL T REE

a) to review the audit plans of the external auditors and internal auditors, including the results of the external and
internal auditors’ review and evaluation of the Group’s system of internal controls;

SEINBHETIMAABBETHIMEVETHTAL - REINERN BB HSRVEDASLIZH RIS

b) to review the annual consolidated financial statements and the external auditors’ report on those financial
statements and discuss any significant adjustments, major risk areas, changes in accounting policies, compliance
with Singapore financial reporting standards, concerns and issues arising from their audits including any matter
which the auditors may wish to discuss in the absence of Management, where necessary, before submission
to the Board for approval,

CRRES-IECH - EBFESHUSRERNIINBEWINMKS - FANICHELEXRFE - TEXKSI - =1F
PERBVEA ~ BRIV SZREAEN ~ DIRAFUDEHFTERFNOR - BEBE T INTEEERENTET
BB MYISEVRR ;

C) to review the periodic consolidated financial statements comprising the income statement and the balance sheet
and such other information required by the Listing Rules, before submission to the Board for approval;

ERRESTHECH - THEFESHMIRK - BB IRGEK « B 0ERAN (EMFN) MEXRHEMER

d) to review and discuss with the external and internal auditors, any suspected fraud, irregularity or infringement of
any relevant laws, rules or regulations, which has or is likely to have a material impact on the Group’s operating
results or financial position and Management’s response;
SHOBAABEHME BV IEIL TN EDCTERAV SR RISNERFI T LR EE - FINOABER
BXER  ANTENENET - IRGENEREOE ;

e) to review the co-operation given by Management to the external auditors;

SFEEBESINBEIUIMIVEIE

f) to recommend the appointment, re-appointment and removal of the external auditors to the Board;
MINBBUMNETE « EFZFNRRAEZSZIREEW

g) to review and ratify any interested person transactions falling within the scope of Chapter 9 of the Listing Rules;

SRNIERT (LMFM) ENZREANIXEKRZS

h) to review any potential conflict of interests;
S BETBENRN PR

i) to undertake such other reviews and projects as may be requested by the Board, and report to the Board its
findings from time to time on matters arising and requiring the attention of the AC; and

HITEEERXRNETCMBENES - HENRSIRETERZXIENTTINRKIMRSESE - UK

i) to undertake such other functions and duties as may be required by the statute or the Listing Rules, and by
such amendments made thereto from time to time.
ABEANFTFUERZ AT  EHFM) REBITIRGHERNWHETIREEN NS -
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The AC carried out the following activities during FY2017 in the discharge of its functions and duties including the
deliberation and review of:
B ERSAE20THFPRFERRE - REEUTAS ¢

° the unaudited quarterly financial results of the Group and announcements prior submission to the Board for
approval and release the results to SGX;

BRAERRLSESZHHAFTRAAINEDSZTEREITHMIRENAS

° the internal and external audit plans in terms of their scope of audit prior to their commencement of their annual
audit;
EARBFIINEHIB TIECH] » SIS TIERE

° the external auditors’ report in relation to audit and accounting issues arising from the audit matters from audit
of the Group in meeting with the external auditors without presence of the Executive Directors and Management;
BERZINBEIMIBXBE TNV IORS - HENTESNERENEDNBE R NRIRSSEHMER

° the interested person transactions falling within scope of Chapter 9 and 10 of Listing Rules and any potential
conflicts of interests; and

BRAE (EMFM) F9BNE10EE NHXKRLZZURETEAENN DR : PR

° the Whistle-Blowing Policy of the Group and procedures by which employees of the Group could report the
possible improprieties to the AC Chairman (prior to the Resignations).
HRZEDNBEBEUREDRT OEIHEREER RS TRENNFA LT NNERS -

The AC carried out the following activities during FY2017 in the discharge of its functions and duties including the
deliberation and review of:
B ZERSA201 7T EHT T AN LIE:

° the adequacy and effectiveness of the Group’s internal audit function.

B EBANE BT IREEN TS D A BRI

° the audited financial statements of the Group and of the Company prior to submission of the same to the Board
of Directors for consideration and approval;
HERAERROESEIWENENZAINEDRNATNARF IOV IIRE ;

° the external audit and internal audit fees for FY2017 and had recommended the same to the Board for approval; and

BREZR201TWHERIINENABNER - HERXESEHW : DR

° the independence and re-appointment of the external auditors and had recommended the same to the Board
for approval.
ERZINPETMOVRIIMAR B EBEE - HIRRESERHW o

The Board has reviewed the independence of the external auditor including the volume of non-audit services supplied
by them and is satisfied with their position as an independent external auditor, and the nomination of the external
auditor for re-appointment at the AGM of the Company.

BIrZER=EE S TINPETIMEVRITIE - BFEMIIATIRHEIFE I ENRIE - FOIMIWENRIIINB BT MBIIIIR
RIVAR - BIFrERZOESTRER W - £RTFERFASNNERTENET -
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In appointing the auditing firm for the Company and its subsidiaries, the Company has complied with Rules 712 and
715 of the Listing Rules.
ENNIREFTRIEZEBITMNER L - RIFTE K LHFM) B71200715589FK -

The total amount of audit fee paid to the external auditors, Foo Kon Tan LLP for FY2017 was S$418,000.00. The
external auditors did not provide any non-audit services to the Group during FY2017.

2017 E » SATGINEBERTTIMFoo Kon Tan LLPBYERTHER AR TTLUAN418,000577T © 22017 W - INERERTTIMAR B 126t
JFEBTTHBIRRSS -

The AC has full access to, and cooperation from Management including the external auditors, and has full discretion
to invite Executive Directors and any officer to attend its meetings. The AC also has power to investigate any matter
brought to its attention, within its terms of reference, with the power to retain professional advice at the Company’s
expense.

B ER=BAEEREMRINFTIMNENRE - FEBHBHONIESHNNT ARKSNEZWEVREN - FEX
FRBEAR - FUZREENEEMEEXTENEI - HENRBEWEW - BXBARBATHAIE -

The AC meets with the external auditors, without the presence of Management at least once a year. The AC has met
with the external auditors without the presence of Management during FY2017.

BN ZERZEFE/DMSEBENMDSHER T - SIMLBEHMEZK—R - 2017 ESBIHERZSINPEITIMERBE
BESIOER NHIT T =R

The AC takes measures to keep abreast of the changes to accounting standards and issues which have impact on
financial statements, with training conducted by professionals or external consultants. No former partner or director
of the Company’s existing auditing firm is a member of the AC.

B ERZZEZT W ARINBRIOYE  UBEX T HTTRELIOVSREDZTHENNENL - ATYBRIFHAR
FHRIEUATES - BEARLRIWBITER=MEA °

Whistle-Blowing Policy
BABUER

The Group has put in place a Whistleblowing Policy whereby the staff can access the Whistleblowing Co-ordinator,
as well as the IA and AC, who act jointly and severally as Whistleblowing Protection Officers, to raise concerns about
improprieties or suspected fraud within the Group.

EAERIIBRESHE, MERTISKRPBAZEIMBRURBUERZRAB BTN EDANNZ N O ST T
DiE - B ERSALSTTIMAELFEDP PBIUAR IR IBLIZSHE L IRMHRIE

Principle 13: Internal Audit
RM13: AERET

In accordance with the AC’s recommendation, the Group had appointed Deloitte Touche Tohmatsu CPA LLP, as our
Internal Auditor (“IA”) to assist the Management to conduct internal control review in accordance with the audit plan
approved by the Company’s Management and AC, and to highlight and report to Management and the AC the areas
where weaknesses exist and where improvements to the internal controls may be made.

RIEBTZER=NES - RAZE TR EXSINBIMBRAIGNERNALE TN - KNSR EETIRIBS T
ZRTHAENB I EZALZEGRANRE - HOERERBITERZRRZRS » BEANRARAGAESH TR
SUHBVE LIRS A BLIEE -
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The IA reports directly to the AC Chairman on internal audit matters and to Management and the CEO on administrative
matters.

NFAEEWEE - A TNMEROENTERZEEBRS - N IHEEEE - AEITNEREOERERS -

The AC also meets the IA at least once a year without the presence of Management.
B ER=FFED—XASEEAEDNER FoRT e nzm -

To ensure the adequacy of the internal audit function, the AC reviews and approves the internal audit plan on an
annual basis.

NITRIERBHEITRENFTD M - FUHERZREENAB U B THYL -

The AC is responsible to approve the hiring, removal, evaluation and compensation of the auditing firm. The IA have
full access to all the Group’s documents, records, properties and personnel, including access to the AC.

B ZER=ATALETLRINER » B - WEARMEEZEE - ARSI ENBMREDNTEH - BFR ~ U™
MAR BEBSHERIEZWMA -

The IA carried out its functions in accordance with the Standards for the Professional Practice of Internal Auditing set
by the Institute of Internal Auditors.

AERERTHRIBA B ES THIM D= ATARIRE B BRSBTS M EMISENITH S TTEREE

SHAREHOLDERS RIGHT AND RESPONSIBILITIES
IRARBIRA R XSS

Principle 14: Shareholder Rights
RM14: BRRNF

The Company engages in regular, effective and fair communication with shareholders. On a regular and timely basis,
the Company disseminates material information via SGXNet and its official website.
NIEH - BNV SREAHTER - ATEHRVCBIFTNERZZAMBUAREEL NI ZHEERER -

The Directors ensure that the shareholders have the opportunity to participate effectively in and vote at general meetings
and shareholders will be well informed of the meeting and voting procedures.

EERUERFERFAZ LBNEZSSHER  MABEHNREEXZNNSENRENEFERMSIRE -

Principle 15: Communication with Shareholders
RN15: 5RREE

The Group strives for timeliness and transparency in its disclosures to the shareholders and the public. In addition
to the regular dissemination of information on major developments through SGXNet, the Company also responds to
enquiries from investors, analysts, fund managers and the press. However, the Company does not practice selective
disclosure as all price-sensitive information is always released through SGXNet.
EONERNERBARENARNHITEREE - ﬁf?ﬁﬁﬁl_uﬁﬁmﬁ@%ﬁﬁmﬁﬁfﬁl%ﬁﬁ%ﬁm&s&Z% N=]
ROBEEE - 2NN - ELLBANEKXNGE - BEAYLBEERERE - IENISERERTEBIH NS
PG ATEEY °
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The Company has in place an investor relations (“IR”) website which contains investor-related information on the
Company, including annual reports and the Company’s offer document, for its shareholders. To ensure two-way flow
of information, the Company has an IR contact to solicit feedback and understand the view of shareholders.
NRIYB—TEABXRHIMIG - ZEESTAINSEFZTEBXNER - BEFERS - ATORFREBHXXH - AN
IBRERONGRR - RFE—TRABIRIRAA - RNERBRRIDH T BREROVARE -

The Company currently does not have a fixed dividend policy. Nonetheless, the Management, after reviewing the
performance of the Company in the relevant financial period, will make an appropriate recommendation to the Board.
Any dividend declaration will be communicated to shareholders via announcement through SGXNet. The Board has not
declared or recommended dividend in respect of FY2017, as Management is of the view that the cash can be better
used in the repayment of its bank borrowings so as to remain competitive and to invest in new business opportunities
to grow the Company at this juncture.

NOBRIREEENRBER - B - EBEAZ R ITRIYEBXUSHANELERNRLE » cRESRRDESHE
We FUREBRBOERRSAFRZATHMIG FAREFAT - EBA2017TUEREEMARVKARR - X2AN
BRRUWNAINEZRERRTRRURT A TN NH BTN ARSI EREZE—EHOWST= - LEATR
=Y INE

Principle 16: Conduct of Shareholder Meetings
R16: BFREARAE

The Company is in full support of shareholders participation at general meetings. Shareholders are given the opportunity
to enquire from Directors and Management on any matters concerning the Company and the Group during general
meetings.

NIWARFSINRFIAE - REEAS EOUNATNEDNETEEOESNERERED -

The Company’s Constitution allows for absentia voting at general meetings.
NS TN IFAERFAE EFHITRERR -

There are separate resolutions at general meetings on each substantially separate issue, shareholders are invited to
put forth any questions they may have on the motions to be debated and decided upon. Every shareholder of the
Company is entitled to attend and vote at the general meetings of the Company and is allowed to appoint not more than
two proxies to vote on his/her behalf at the general meetings during his/her absence. The Company had amended its
Constitution in FY2016 to inter alia adopt the multiple proxies regime introduced under The Companies (Amendment)
Act 2014 of Singapore. Accordingly, a shareholder who is a relevant intermediary (as defined in the Companies Act,
Chapter 50 of Singapore) may appoint more than two proxies to attend, speak and vote at such meetings. This enables
indirect investors to be appointed as proxies to participate in shareholders’ meetings.

BARE EOTRIEREN - DB TBHERRW - fAARWNRRCH] » RAEERBBRDEQORNEE - KLNEGE -
REBHITER - RYNETRELEBSINREIARE + WAEEBRER - WILIZRABERBAEBASINEWHAN
S - NARAKE2016MEBNER - RAFIE (RTEIEIER)2014) NBNZ2HRIBAFE - B - —BRK
HEFNE (RATE) BOEENHBXDPEAN » TUZHBERDREBASIREASE - HOMLASHRE - XU
BEIFEELEBRATLUMENREA - SHSNIRFAE -

In addition to Board Committees, the external auditors are also invited to attend AGM to assist the Directors to address
shareholders’ queries about the conduct of audit and the preparation and contents of the auditors’ report.
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BRISNESSHERZTWZIN  INBETMBREAESNFERFAS - UDEESSER KX TS INEHAE T
MRS ESHUASHRE -

The proceeding of the general meetings will be properly recorded, including all comments or queries from shareholders
relating to the agenda of the meeting, and responses from the Board and Management, and to make these minutes
available to shareholders upon their request.

BRERZHMEEN - BEMEEXZNNENRIIOAURESEZUREEENOES - BRERCE - UREE
EECWLE - RTEHRTRHE -

To promote greater transparency and effective participation, the Company has conducted the voting of all its resolutions
by poll since its 2013 AGM. The detailed voting results, including the total number of votes cast for or against each
resolution tabled, were announced immediately at the AGMs and via SGXNet.

NI REBHEENEHE - RAGM2013FEENRFIASTHELUTEH XN RWIHTRAE - WA RER - SFENEN
AWOSZRHARNNERRHLERFIAT LIRS RBEFTRATBISCXNet H#TAS -

INTERESTED PERSON TRANSACTIONS (“IPT”)
KEXHRS (IPT)

The Company’s disclosure according to Rule 907 of the Listing Rules in respect of IPT for the financial year ended
31 December 2017 is stated as follows:
IRIBHFTIORIUERZ AT  EHFM) $907%% » #&i1E201 712831 B EEATNXKITRIDEEWT -

Aggregate value of all IPTs

under review (excluding Aggregate value of all IPTs
transactions less than conducted under shareholders’
$100,000 and transactions mandate pursuant to Rule 920
conducted under shareholders’ (excluding transactions
mandate pursuant to Rule 920) less than $100,000)
FIEXRRSEE (RBELTF FTERIBESEI20FME
Name of Interested Person $100,000 VRS HIRB IR RBARHITOXRERS S
KEKTIBIR FR0FMERREIHITNRZ) (RB1E/DF$100,000093253)
Yixing Danson Technology Co., Ltd | Corporate guarantees in favour of -
(“Yixing Danson”) Yixing Danson —

EXARBEBRAT ( "BXMAR ) | SEXAREREWBR
RMB479,000,000

Sale of crude AA to Yixing Danson —
HERRRROE MR
RMB195,696,000

Purchase of residual crude AA from
Yixing Danson —

ME ARG SCT TR BVAE R IB B
RMB64,027,000




42

SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

CORPORATE GOVERNANCE REPORT

EVVaE

BRE

Name of Interested Person

KRS BR

Aggregate value of all IPTs
under review (excluding
transactions less than
$100,000 and transactions
conducted under shareholders’
mandate pursuant to Rule 920)
FIBEXRRSEE (RBELTF
$100,000 BV ZH TR
FE20FMERRBLGAITIIRS)

Aggregate value of all IPTs
conducted under shareholders’
mandate pursuant to Rule 920
(excluding transactions
less than $100,000)
FTERIBESEI20FME
IRARBIGHTOIRRRZ S EE
(RB1E/DF$100,00009325)

Taixing Jinyan Chemical Technology
Co., Ltd (“Taixing Jinyan”)
BNTRAFIREBRAT ( "TNMER )

Corporate guarantees in favour of
Taixing Jinyan —

B MR HEEWIBR
RMB715,000,000

Supply of chemical raw materials to
Taixing Jinyan —

R TR RIG RN T
RMB349,421,000

Purchase of chemical products from
Taixing Jinyan -

MERA TS 69
RMB11,193,000

Jiaxing Jinyan Chemical Co., Ltd
(“diaxing Jinyan”)

3}&/ \%nnbfﬁiﬁﬁﬁi_\\j ( %ﬁgﬁi” )

Purchase of chemical products from
Jiaxing Jinyan —
MBAEZ R T 6B
RMB35,039,000

Taixing Jinyan Cangchu Co., Ltd.
(“Taixing Cangchu”)
RAEROBERAT ( "THEME™ )

Corporate guarantees in favour of
Taixing Cangchu -
RMBQ60,000,000

Jiangsu Yinyan Specialty Chemical
Co., Ltd (“Jiangsu Yinyan”)
TARFRNC TERAT ( IR )

Sales of chemical products to Jiangsu
Yinyan —

HENX T o T RR
RMB49,060,000

Sales of chemical products to Jiangsu
Yinyan —

HEN L RO IR
RMB9,462,000

Purchase of chemical products
from Jiangsu Yinyan —
MTFAEREM LA 69
RMB11,372,000

Jiangsu Jurong Petrochemicals
Co., Ltd (“Jiangsu Jurong”)
AABBOBUIERAT ( IHER" )

Sales of chemical products to Jiangsu
Jurong —

HENX T Ra T HB
RMB13,275,000

Sales of chemical products to
Jiangsu Jurong -
HENX T a T ABE
RMB3,183,000

Note 3£

The Company is in the process of preparing a circular to seek shareholders’ ratification for past interested person transactions, and a shareholders’
mandate for any on-going interested person transactions.

NOFEHEES (RFESB) FSKBFIIULIXBRZHING - H A PRKIGRF NI TRIBELEZ 09
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As at 31 December 2017, the aggregate amount of the corporate guarantees that the Group provided to Yixing Danson,
Taixing Jinyan and Taixing Cangchu was approximately RMB1,454,000,000, whilst the aggregate amount of corporate
guarantees that these same entities provided to the Group was approximately RMB932,400,000.

HE2017F128318 - EEANEXAR - RAXTRANRAOBREDE VBRI BMLAN14.54ZTART - @K -
XL\ S EBEVERRITRENLIN.3241ZTT AR °

DEALINGS IN SECURITIES
SR 5

In line with Chapter 12, Rule 1207(19) of the Listing Rules, the Company has in place a policy on dealings in securities.
The Directors and employees are prohibited from securities dealings whilst they are in possession of price-sensitive
information. The Company issues regular circulars to its Directors, principal officers and relevant officers who have
access to unpublished material price-sensitive information to remind them of the prohibition and to remind them of the
requirement to report their dealing in shares of the Company.

1R1E CEMFA) 1283551207 (19)5F - RAYERINESRZVESNE - SEFNEZASNISERERNELMNS
EFRZ - AYTHORERAHAONBERERNES - TE2EBARREXRALHBA @ REMINZEIEMNSEAT
BRELZZACRENAINSHNATRERS -

The Directors and employees are also prohibited from dealing in the securities of the Company during the period
commencing two weeks prior to the announcement of the Company’s financial statements for each of the first three
quarters of its financial year and one month before the announcement of the Company’s financial statements for the
full financial year.

EVERM=TZFEATIVIREAMAIMTNERS - LREATLEVIREIAMA—TAABXUSRESR A M2 B
Hig - BIFrESNRANSLATIRERS -

Directors and employees of the Group are observed not to deal in the Company’s shares on short term consideration
and when he or she is in possession of unpublished price-sensitive information relating to the Group. They are expected
to observe the insider trading laws at all times even when dealing in securities within permitted trading period.
EPESHARRABNETERESREBEANRERNTEELRZATRE - @ - BAEFONERRIEEIRS A
8 - BTAKRZDERE -

MATERIAL CONTRACT
E25H

Save as disclosed, there are no other material contract entered by the Group or its subsidiaries involving the interest
of the Chief Executive Officer, any Director or controlling shareholder subsisting in FY2017.

BRIBENEHAE » 20170 F - EERER NS RATRBRBLOHRISHENITE  ESAELERRFNEZREM -

RISK MANAGEMENT
X ER

Management will regularly review the Group’s business and operational activities to identify areas of significant business
risks as well as appropriate measures to control and mitigate these risks within the Group’s policies and strategies. The
Management reviews all significant control policies and procedures and highlight all significant matters to the Directors
and the AC. Please refer to Principle 11 on Risk Management Internal Controls.
CRESEHNEEDWSTCEBER - Mﬁﬁ&%ﬁ%ﬁﬂSfcfﬂ%?é@WE@EEXMQHBT%IWD“b’rﬂ%ﬁ?ﬁﬁ[])ﬁi%iz%m
KBS L1510 - ”é1@EMﬁﬁﬁﬁi%BUE%EUM%ﬁ&F% - HEOESSNSITERZREYFZEBRNST - BSHERN
MBXNEEBNABEZEHBOAE




44

SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

TABLE OF
CONTENTS

45 ¥ DIRECTORS’ STATEMENT
49 > |NDEPENDENT AUDITOR’S REPORT
55 » CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
56 » STATEMENTS OF FINANCIAL POSITION
57 ¥ CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
58 » CONSOLIDATED STATEMENT OF CASH FLOWS
60 » NOTES TO THE FINANCIAL STATEMENTS
109 ¥ STATISTICS OF SHAREHOLDINGS
111 ¥ NOTICE OF ANNUAL GENERAL MEETING
> PROXY FORM



45

SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

DIRECTORS’
TATEMENT

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

The directors present their statement to the members together with the audited financial statements of the
Group for the financial year ended 31 December 2017 and the statement of financial position of the
Company as at 31 December 2017.

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 2017 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; and

(b) at the date of this statement, 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 report are:

Sun Xiao

Yang Guogiang

Zhu Wuling

Koh Poh Beng (Gao Baoming) (appointed on 5 May 2017)
Lua Poh Huat (appointed on 5 May 2017)

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’ Sharcholdings 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 year 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
1.1.2017 or As at 1.1.2017 or As at
date of 31.12.2017 date of 31.12.2017
appointment, and appointment, and
if later 21.1.2018* if later 21.1.2018*
SunVic Chemical Holdings Limited Number of ordinary shares
Yang Guogiang 190,000 190,000 - -
Zhu Wuling 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 between the end of the

financial year and 21 January 2018.
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Share options
No options to take up unissued shares of the Company or any subsidiaties 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 ot any subsidiaries.

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

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 or 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 members 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 both the internal and external audits and the assistance given by the Company's
officers to the auditors. It met with the Company's internal and external auditors to discuss the
results of their respective examinations and their evaluation of the Company's system of internal
accounting controls;

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

(iii) the quarterly 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
2017 as well as the auditot's report thereon;

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

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

(vi) reviewed legal and regulatory matters 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)
(vii)  reviewed the nature and extent of non-audit setvices 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 resources 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 auditor 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, 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 24(b) to the
financial statements.
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Other information required by the SGX-ST (Cont’d)

Interested person transactions

There was no interested person transaction as defined in Chapter 9 of the Listing Manual of the
Singapore Exchange conducted during the financial year except as disclosed under “Interested Person
Transactions” in the “Corporate Governance Report” section of the Annual Report and on Note 24(a)
to the financial statements.

On behalf of the Directors

SUN XIAO

ZHU WULING

Dated: 12 April 2018
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to the members of SunVic Chemical Holdings Limited

Report on the Audit of the financial statements

Opinion

We have audited the financial statements of SunVic Chemical Holdings Limited (the Company) and its
subsidiaties (the Group), which comptise the consolidated statements of financial position of the Group and the
statement of financial position of the Company as at 31 December 2017, and the consolidated statement of
profit or loss and other comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows of the Group for the yeat then ended, and notes to the financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying financial statements of the Group and the statement of financial position of
the Company are properly drawn up in accordance with the provisions of the Companies Act, Chapter 50 (the
Act) and Financial Reporting Standards in Singapore (FRSs) 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 2017 and of the
consolidated financial performance, consolidated changes in equity and consolidated cash flows of the Group
for the year ended on that date.

Basis for Opinion

We conducted our audit in accordance with Singapore Standards on Auditing (SSAs). Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. 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
requirements and the ACRA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

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

Key Audit Risk Our responses and work performed

Matter

Impairment The Group has been incurring We have identified the impairment of property, plant and

of property, operating losses since year 2014. equipment is significant to our audit.

plant and In addition, the Group has idle

equipment  capacity and there are certain
property, plant and equipment
currently not in wused.  The
market demand for the Group’s
core products acrylic acid and

acrylate esters, remained unstable
in the year 2017. The depreciated replacement cost method is defined as the

gross current replacement cost reduced by factors providing
for age, physical depreciation, technical and functional
obsolescence considering the assets’ total estimated useful
life and anticipated residual value (if any).

Our audit procedures included, among others, obtaining an
understanding  of and  challenging  management's
assumptions in determining the recoverable amounts of the
non-financial assets. The recoverable amount of non-
financial assets was based on fair value less costs of disposal,
estimated using depreciated replacement cost method.
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Key Audit Matters (Cont’d)

Key Audit
Matter

Impairment
of property,
plant and
equipment
(Cont’d)

Risk

In view of the uncertain market
outlook, there is
uncertainty in the Group’s
ability to generate future
economic cash inflow from
certain property, plant and
equipment.

material

Hence, there is a risk relating to
the impairment of property,
plant and equipment due to the
uncertain  global  economic
environment, depressed crude
oil prices as well as oversupply
and low market demand for its
products.

Our responses and work performed

The management has assessed the depreciated replacement
cost method to be the most appropriate valuation method
given the lack of market data for comparison.

We have critically evaluated management’s methodologies in
preparing impairment models and documented basis for key
assumptions. The most significant input of the depreciated
replacement cost valuation relates to the estimated
obsolescence of the assets over physical, functional and
technological aspects.

Our procedures to address the key audit matter includes:

e assessing internal controls designed to identify impairment
indicators;

e cvaluating the reasonableness of the Group’s judgments as
to the existence of indicators, and
consequently, the requirement to perform related
impairment tests of non-current assets;

impairment

e critically assessing the Group's assumptions and estimates
used to determine the recoverable amount of non-financial
assets and consequently any impairment losses recognised,

e critically assessing the Group’s identification of assets that
were idle, using our experience of the Group and review
of historical experience, whether such assets have any
recoverable value;

e running a range of sensitivity analyses to confirm that no
impairment was required if a range of less optimistic
assumptions were adopted.

Management's disclosutes on the impairment of non-financial
assets is included in Note 9 to the consolidated financial
statements.
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Key Audit Matters (Cont’d)

Key Audit Risk Our responses and work performed

Matter

Related During the year, the Group Our procedures to address the key audit matter includes:

party entered into arm-length sales e Inquired the management about the identity of related

transactions and  purchases  transactions parties, the nature of relationships and the type and
(collectively known as purpose of related patty transactions;

“Transactions”) with related

Inquired the management and others within the entity to

parties as disclosed in Note understand the entity’s controls on related party
240b) o the ﬁnan.cial relationships and transactions.

statements. T.he. Transacnop e Inspected the underlying contracts or agreements.

values were significant and it Assessed the business rationale of the transactions to see
totalled RMB 655,220,000

(2016: RMB 257,500,000). 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.

These transactions had been
reviewed by the Group’s in-
house legal counsel as to their
compliance with a practice
commonly carried out in the

PRC.

whether they may have been initiated to engage in
fraudulent  financial  reporting or to  conceal
misappropriation of assets.

Assessed whether the terms of the transactions are
consistent with management’s explanations.

Verified if the transactions have been appropriately
accounted for and disclosed in accordance with the
applicable financial reporting requirements.
Obtained evidence that the transactions have been
appropriately authorised and approved.

Assessed whether the transaction is excessively complex;
Assessed whether it carties unusual terms of trade, like
unusual  prices, rates, tepayment
guarantees;

interest terms or
Assessed whether it involves related parties that were not
previously identified by management.

Performed an interview with a significant related party to
understand the logical business reason of the transactions.
Performed an interview with in-house legal counsel and
external lawyer as to their compliance with a practice
commonly carried out in the industry.
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Other Information

Management is responsible for the other information. The other information refers to the “Directors’
Statement” section of the annual report but does not include the financial statements and our auditor’s report
thereon, which we obtained prior to the date of this auditor’s report, and the remaining sections of the annual
report which are expected to be made available to us after that date.

Our opinion on the financial statements does not cover the other information and we do not and will not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained ptior to the date of this
auditor’s report, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

When we read the remaining sections of the annual report, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance and take appropriate
actions in accordance with SSAs.

Responsibilities of Management and Directors for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and fair view in
accordance with the provisions of the Act and FRSs, 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 assessing the Group’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with SSAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.
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Auditor’s Responsibilities for the Audit of the Financial Statements (Cont’d)
As part of an audit in accordance with SSAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
. Conclude on the appropriateness of management’s use of the going concern basis of accounting and,

based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Group to cease to continue as a going
concern.

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

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

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, related safeguards.

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

In our opinion, 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 auditors have been propetly kept in
accordance with the provisions of the Act.

Other matters

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 (i) the Company would be seeking
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 2017, the transactions consist of the sale
of chemical products of RMB 195,696,000 (2016 - RMB 475,505,000) and purchase of inventories of RMB
65,658,000 (2016 - RMB 130,302,000). We understand that the Company has appointed the relevant
professional advisers to assist in the compliance. The Company has not convened the extraordinary general
meeting as at the date of this report as they are in the process of obtaining SGX’s approval in respect of the
contents in the shareholder’s circular to the extraordinary general meeting. We draw your attention to the
uncertainty related to the outcome of this convening of extraordinary general meeting or the non-compliance of
the SGX listing rules.

Taixing Jinyan

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
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 86% owned subsidiary company of
Jiaxing Jinyan. The transactions consist of sale of raw materials of RMB 349,421,000 (2016 — RMB 226,769,000),
purchase of inventories of RMB 11,193,000 (2016 — RMB 720,000) and purchase of raw material RMB
2,123,000 (2016 — 2,187,000). We understand that the Company has appointed the relevant professional advisers
to assist in the compliance. The Company has not convened the extraordinary general meeting as at the date of
this report as they are in the process of obtaining SGX’s approval in respect of the contents in the shareholder’s
circular to the extraordinary general meeting. We draw your attention to the uncertainty related to the outcome
of this convening of 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 Tei Tong Huat.

Foo Kon Tan LLP
Public Accountants and
Chartered Accountants

Singapore, 12 April 2018
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Year ended Year ended
31 December 2017 31 December 2016
Note RMB’000 RMB’000
Revenue 4 2,246,712 2,133,553
Cost of sales (2,023,780) (2,063,433)
Gross profit 222,932 70,120
Other income 5 45,720 168,202
Distribution expenses (42,772) (36,205)
Administrative expenses (122,166) (172,967)
Other operating expenses 6(a) (39,239) (245,703)
Finance costs 6(b) (81,634) (78,682)
Loss before taxation 6(c) (17,159) (295,235)
Taxation 7 (5,704) (69,570)
Loss for the year (22,863) (364,805)
Other comprehensive income after tax:
(Item that may be reclassified subsequently to
profit or loss)
Foreign currency translation (574) 349
Total comprehensive loss for the year (23,437) (364,456)
Loss attributable to:
Owners of the Company (20,322) (341,489)
Non-controlling interests (2,541) (23,316)
Loss for the year (22,863) (364,805)
Total comprehensive loss attributable to:
Owners of the Company (20,896) (341,140)
Non-controlling interests (2,541) (23,316)
Total comprehensive loss for the year (23,437) (364,456)
RMB RMB
Cents Cents
Loss per share:
Basic and diluted 8 (3.8) (64.2)

The annexed notes form an integral part of these financial statements.
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Group Company
2017 2016 2017 2016
Note RMB’000 RMB’000 RMB’000 RMB’000
ASSETS
Non-current assets
Property, plant and equipment 9 1,135,353 1,206,559 - -
Intangible assets 10 9,259 9,915 - -
Land use rights 1" 59,173 48,772 - -
Investment in subsidiaries 12(a) - - 342,623 342,623
Long-term prepayments 13 6,027 - - -
Deferred tax assets 14(a) 24,430 24,430 - -
Fixed deposits - pledged 17 76,739 - - -
Value-added tax recoverable 14(b) 84,931 86,380 - -
1,395,912 1,376,056 342,623 342,623
Current assets
Inventories 15 109,132 81,893 - -
Trade and other receivables 16 954,950 990,299 46,996 45,283
Cash and cash equivalents 17 278,164 262,216 306 1,036
1,342,246 1,334,408 47,302 46,319
Non-current assets held for sale 18 - 12,532 - -
Total assets 2,738,158 2,722,996 389,925 388,942
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)
Retained earnings 404,441 424,763 64,426 66,726
Other reserves 20 288,897 289,471 - -
983,279 1,004,175 354,367 356,667
Non-controlling interests (79,659) (77,118) - -
Total equity 903,620 927,057 354,367 356,667
Non-current liabilities
Borrowings 21 228,631 180,000 - -
Deferred tax liabilities 14(a) 7,500 7,500 - -
236,131 187,500 - -
Current liabilities
Borrowings 21 707,853 957,300 - -
Trade and other payables 22 877,483 645,956 35,558 32,275
Income tax payable 13,071 5,183 - -
1,598,407 1,608,439 35,558 32,275
Total liabilities 1,834,538 1,795,939 35,558 32,275
Total equity and liabilities 2,738,158 2,722,996 389,925 388,942

The annexed notes form an integral part of these financial statements.
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2017 2016

Note RMB’000 RMB’000
Cash Flows from Operating Activities
Loss before taxation (17,159) (295,235)
Adjustments for:
Interest expense 6(b) 81,634 78,682
Interest income 5 (3,988) (2,662)
Depreciation of property, plant and equipment 9 135,053 142,590
Impairment loss of property, plant and equipment 9 - 178,527
Amortisation of intangible assets 10 774 766
Amortisation of land use rights 1 1,404 1,376
Gain on disposal of property, plant and equipment 5 (232) (668)
Property, plant and equipment written off 6(a) 707 -
Inventories written-down - 2,588
Unrealised currency translation difference 574 349
Provision for doubtful debts 355 258
Reversal of write-down of inventories (2,588) (13,697)
Operating profit before working capital changes 196,534 92,874
(Increase)/decrease in inventories (24,654) 62,502
Decrease in trade and other receivables 32,568 519,444
Increase/(decrease) in trade and other payables 317,620 (358,713)
Cash generated from operations 522,068 316,107
Income tax refund/(paid) 2,185 (7,227)
Net cash flows generated from operating activities 524,253 308,880
Cash Flows from Investing Activities
Interest received 3,988 2,662
Purchase of property, plant and equipment (Note A) (152,014) (82,770)
Purchase of intangible assets 10 (2) (335)
Proceeds from disposal of property, plant and equipment 1,484 24,460
Net cash flows used in investing activities (146,544) (55,983)
Cash Flows from Financing Activities
Proceeds from borrowings 1,339,256 2,112,157
Repayments of borrowings (1,540,072) (2,386,825)
Interest paid (81,634) (78,682)
Decrease in pledged deposits (131,870) 118,225
Net cash flows used in financing activities (414,320) (235,125)
Net (decrease)/increase cash and cash equivalents (36,611) 17,772
Cash and cash equivalents at beginning 196,507 173,553
Effects of exchange rate changes (2,572) 5,182
Cash and cash equivalents at end 17 157,324 196,507
Note:
A. Property, plant and equipment

During the year, the Group paid cash of RMB 152,014,000 (2016 - RMB 82,770,000) for the additions to
property, plant and equipment amounting to RMB 74,406,000 (2016 - RMB 67,660,000). The difference was
mainly due to payment made for prior year payables for property, plant and equipment.

The annexed notes form an integral part of these financial statements.
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Reconciliation of liabilities arising from financing activities

With effective from 1 January 2017, the Amendments to FRS 7 Statements of Cash Flow comes
with the objective that entities shall provide disclosures that enable users of financial statements to
evaluate changes in 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:

31 December Cash flows 31 December

2016 Cash outflow Cash inflow 2017

RMB’000 RMB’000 RMB’000 RMB’000

Borrowings 1,137,300 (1,540,072) 1,339,256 936,484

The annexed notes form an integral part of these financial statements.



60

SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

NOTES TO THE
IANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

1 General information

The financial statements of the Company and of the Group for the year ended 31 December 2017 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 (FRS)
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) Interpretations and amendments to published standards effective in 2017

The directors do not anticipate that the adoption of the FRSs will have a material impact on the financial
statements of the Group and the Company in the period of their initial adoption except for the following
new or amended FRS and INT FRS issued and effective in year 2017:

Reference Description Effective date
(Annual Periods
beginning on)

Amendments to FRS 7 Statement of Cash Flows 1 January 2017

Amendments to FRS 7 Statement of Cash Flows

The Amendments to FRS 7 Statement of Cash Flows required entities to reconcile cash flows arising from
financing activities as reported in the statement of cash flows — excluding contributed equity — to the
corresponding liabilities in the opening and closing statements of financial position and to disclose on any
restrictions over the decisions of an entity to use cash and cash equivalent balances, in particular way - e.g.
any tax liabilities that would arise on repatriation of foreign cash and cash equivalent balances. These
amendments ate effective on beginning or after 1 January 2017. As this is a disclosure standard, it will have
no impact to the financial position and performance of the Group when applied in.
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2 Summary of significant accounting policies (Cont’d)
(c) FRS issued but not yet effective

The Accounting Standards Council announced on 29 May 2014 that Singapore-incorporated companies
listed on the SGX-ST will apply a new financial reporting framework identical to the International Financial
Reporting Standards (“IFRS”) for financial year ending 31 December 2018 onwards. Singapore-incorporated
companies listed on the SGX-ST will have to assess the impact of IFRS 1 First-time adoption of IFRS when
transitioning to the new reporting framework. The Group is currently assessing the impact of transitioning
to the new reporting framework on its financial statements.

The Group has performed an assessment of the impact of adopting the new financial reporting framework.
Other than the adoption of the new standards that are effective on 1 January 2018, the Group expects that
the adoption of the new framework will have no material impact on the financial statements in the year of
initial application. The Group expects that the impact of adopting the new standards that are effective on 1
January 2018 will be similar to that as disclosed below.

The following are the new or amended FRSs and INT FRS issued in 2017 that are not yet effective but may

be early adopted for the current financial year:
Effective date (Annual
periods beginning on

Reference Description or after)

SFRS(I) 15 Revenue from Contracts with Customers 1 January 2018

SFRS(I) 9 Financial Instruments 1 January 2018

SFRS(I) INT 22 Foreign Cutrency Transactions and 1 January 2018
Advance Consideration

SFRS() 16 Leases 1 January 2019

The directors do not anticipate that the adoption of the above FRSs in future periods will have a material
impact on the financial statements of the Group and the Company in the period of their initial adoption,
except the following:

SERS(N) 15 Revenue Contracts with Customers

SERS) 15 Revenue from Contracts with Customers establishes a framework for determining when and how to
recognise revenue. The objective of the standard is to establish the principles that an entity shall apply to
report useful information about the nature, amount, timing and uncertainty of revenue and cash flows
arising from a contract with a customer. It established a new five-step model that will apply to revenue
arising from contracts with customers. Under FRS 115, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in exchange for transferring goods and setrvices to a
customet.

The standard replaces FRS 11 Construction Contracts, FRS 18 Revenne, INT FRS 113 Customer Loyalty
Programmes, INT YRS 115 Agreements for Construction of Real Estate, INT FRS 118 Transfer of Assets from Customers
and INT FRS 31 Revenue - Barter Transactions involving Advertising Services. The new standard applies to contracts
with customers. However, it does not apply to insurance contracts, financial instruments or lease contracts,
which fall into the scope of other standards.

The standard clarifies how to:
* Identify a performance obligation (the promise to transfer a good or a service to a customer) in a
contract
*  Determine whether a company is a principal (the provider of a good or service) or an agent (responsible
for arranging for the good or service to be provided)
*  Determine whether the revenue from granting a licence should be recognised at a point in time or over
time.

The amendments have the same effective date as the Standard, SFRS(I) 15, i.e. on 1 January 2018.
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2 Summary of significant accounting policies (Cont’d)
(c) FRS issued but not yet effective (cont’d)

SERS(N) 15 Revenue Contracts with Customers (cont’d)

During 2017, the Group completed its initial assessment of the impact on the Group’s financial statements.
Based on its initial assessment, the Group does not expect significant changes to the basis of revenue
recognition for its development projects in Singapore and overseas. However, additional disclosures for
trade receivables and revenue may be required, including any significant judgement and estimation made.

The Group plans to adopt the standard when it becomes effective in 2018 using the full retrospective
approach. The Group is currently performing a detailed analysis under SFRS (I) 15 to determine its election
of the practical expedients and to quantity the transition adjustments on its financial statements. It is
currently impracticable to disclose any further information on the known or reasonably estimable impact to
the Group’s financial statements in the period of initial application as the management has yet to complete
its detailed assessment. Management does not plan to early adopt the new SFRS (I) 15.

SERS() 9 Financial Instruments

SERS(A) 9 Financial Instruments replaces the FRS 39 and it is a package of improvements introduced by
SFRS(I) 9 which includes a logical model for:

e C(lassification and measurement;

*  Asingle, forward-looking “expected loss” impairment model; and

* A substantially reformed approach to hedge accounting.

SFRS() 9 is effective for annual periods beginning on or after 1 January 2018.

During 2017, the Group has completed its initial assessment of the impact on the Group’s financial
statements. Overall, the Group does not expect a significant change to the measurement basis arising from
adoption the new classification and measurement model under SFRS (I) 9.

Loans and receivables currently accounted for at amortised cost will continue to be accounted for using
amortised cost model under SFRS (I) 9.

Impairment — The Group plans to apply the 12- month approach and record lifetime expected impairment
losses on all trade receivables.

The Group is currently performing a detailed analysis under SFRS (I) 9 which will result in changes to the
accounting policies relating to the impairment provisions of financial assets and liabilities. Management will
consider whether the 12 — month or lifetime expected credit losses on financial assets and liabilities should
be recognised, which is dependent on whether there has been a significant increase in the credit risk of the
assets and liabilities from initial recognition to the date of initial application of SFRS (I) 9. Additional
disclosures will also be made. It is cutrently impracticable to disclose any further information on the known
or reasonably estimable impact to the Group’s financial statements in the period of initial application as the
management has yet to complete its detailed assessment. Management does not plan to early adopt the new
SFRS (1) 9.

SFRS() INT 22 Foreign Currency Transactions and Advance Consideration
This Interpretation provides requirements about which exchange rate to use in reporting foreign currency
transactions (such as revenue transactions) when payment is made or received in advance.

The Interpretations are effective from 1 January 2018. The Group is reassessing the impact to the
consolidated financial statements.
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(c) FRS issued but not yet effective (cont’d)

SFRS() 16 I eases

SFRS() 16 Leases replaces accounting requirements introduced more than 30 years ago in accordance with
FRS 17 Leases that are no longer considered fit for purpose, and is a major revision of the way in which
companies where it is required lessees to recognise most leases on their balance sheets. Lessor accounting is
substantially unchanged from current accounting in accordance with FRS 17. SFRS(I) 16 Leases will be
effective for accounting periods beginning on or after 1 January 2019. Early adoption will be permitted,
provided the company has adopted SFRS(I) 15.

The Group has performed a preliminary assessment of the new standard on its existing operating lease
arrangements as a lessee. Based on the preliminary assessment, the Group has office where they are
operating leases. The Group expects these operating leases to be recognised as Right-Of-Use assets with
corresponding lease liabilities under the new standard. This would increase the gearing ratio of the Group. It
is currently impracticable to disclose any further information on the known or reasonable estimable impact
to the entity’s financial statement. Management does not plan to early adopt the above new SFRS (I) 16.

(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 financial year. 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 ate applied to like transactions and events in similar circumstances. Information on its
subsidiaries is given in Note 12(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:

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

o de-recognises the carrying amount of any non-controlling interest;

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

. recognises the fair value of the consideration received;

. recognises the fair value of any investment retained,;

o recognises any surplus or deficit in profit or loss;

. re-classifies the Group’s share of components previously recognised in other comprehensive income

to profit or loss or retained earnings, as appropriate.

A subsidiary is an investee that is controlled by the Group. The Group controls an investee when it is
exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect
those returns through its power over the investee.
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Consolidation (Cont’d)
Thus, the Group controls an investee if and only if the Group has all of the following:

. power over the investee;
. exposure, or rights or variable returns from its involvement with the investee; and
. 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;

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

o rights arising from other contractual arrangements; and

. 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 is 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. reclassified to profit or loss or transferred to another category of
equity as specified/permitted by applicable FRSs).

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 FRS 39, when applicable,
the cost on initial recognition of an investment in an associate or a joint venture.

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
subsidiary 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.
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Consolidation (Cont’d)

Acquisition of businesses (Cont’d)

On an acquisition-by-acquisition basis, the Group recognises any non-controlling interest in the acquitee 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
subsidiaty, 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.

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 fittings - 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 incurred as a consequence of
acquiring ot 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.
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Property, plant and equipment (Cont’d)

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 yeatr, 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 until they are no longer in use.

Depreciation methods, useful lives and residual values are reviewed, and adjusted as appropriate, at each
reporting date as a change in estimates.

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.
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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 years, except for frechold land use right which is not amortised.

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.

Investment in joint venture

Joint arrangements

A joint arrangement is a contractual arrangement 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 share of any assets held jointly;

. its liabilities, including its shatre 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.
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Impairment of non-financial assets

The carrying amounts of the Company’s and the Group’s non-financial assets subject to impairment are
reviewed at the end of each reporting period to determine whether thete is any indication of impairment. If
any such indication exists, the asset’s recoverable amount is estimated.

If it is not possible to estimate the recoverable amount of the individual asset, then the recoverable amount
of the cash-generating unit to which the assets belong will be identified.

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit level.

Individual assets or cash-generating units are tested for impairment at least annually. All other individual
assets or cash-generating units are tested for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the asset’s or cash-generating unit’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of fair value, reflecting
market conditions less costs to sell and value-in-use, based on an internal discounted cash flow evaluation.
All assets are subsequently reassessed for indications that an impairment loss previously recognised may no
longer exist.

Any impairment loss is charged to profit or loss unless it reverses a previous revaluation in which case it is
charged to equity.

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount or when there is an indication that the impairment loss recognised for the asset no longer exists or
decreases.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined if no impairment loss had been recognised.

A reversal of an impairment loss on a revalued asset, if any, is credited directly to equity under the heading
revaluation surplus. However, to the extent that an impairment loss on the same revalued asset was
previously recognised as an expense in the profit or loss, a reversal of that impairment loss is recognised as
income in the profit or loss.
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Financial assets

Financial assets, other than hedging instruments, can be divided into the following categories: Financial
assets at fair value through profit or loss, held-to-maturity investments, loans and receivables and available-
for-sale financial assets. Financial assets are assigned to the different categories by management on initial
recognition, depending on the purpose for which the assets were acquired. The designation of financial
assets is re-evaluated and classification may be changed at the reporting date with the exception that the
designation of financial assets at fair value through profit or loss is not revocable.

All financial assets are recognised on their trade date - the date on which the Company and the Group
commit to purchase or sell the asset. Financial assets are initially recognised at fair value, plus directly
attributable transaction costs except for financial assets at fair value through profit or loss, which are
recognised at fair value.

Derecognition of financial instruments occurs when the rights to receive cash flows from the investments
expire or are transferred and substantially all of the risks and rewards of ownership have been transferred.

An assessment for impairment is undertaken at least at the end of each reporting period whether or not
there is objective evidence that a financial asset or a group of financial assets is impaired.

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

Non-compounding interest and other cash flows resulting from holding financial assets are recognised in
profit or loss when received, regardless of how the related carrying amount of financial assets is measured.

As at 31 December 2017, the Company and the Group has loans and receivables. The Company and the
Group do not designate any held-to-maturity investments, financial assets at fair value through profit or loss
and available-for-sale financial assets.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They arise when the Company and the Group provides money, goods or
services directly to a debtor with no intention of trading the receivables. They are included in current assets,
except for maturities greater than 12 months after the end of the reporting period. These are classified as
non-current assets.

Loans and receivables include trade and other receivables, pledged deposits and cash and bank balances.
They are subsequently measured at amortised cost using the effective interest method, less provision for
impairment. If there is objective evidence that the asset has been impaired, the financial asset is measured at
the present value of the estimated future cash flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when an increase in the asset’s recoverable amount
can be related objectively to an event occurring after the impairment was recognised, subject to a restriction
that the carrying amount of the asset at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been recognised. The impairment or write-back is
recognised in profit or loss.




70
SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

NOTES TO THE
IANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

2 Summary of significant accounting policies (Cont’d)
(d) Significant accounting policies (Cont’d)

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.

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 condition. 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 inventories in 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.

Non-current assets held-for-sale

Non-current assets are classified as assets held-for-sale and carried 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 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,
amortisation 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.

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

Financial liabilities are recognised when the Group becomes a party 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 ate 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 settle 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.
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Financial liabilities (Cont’d)

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.

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 recognised at their fair value plus transaction costs in the
statements of financial position.

Financial guarantee contracts are subsequently amortised to the profit or loss over the period of the
subsidiaries’ borrowings, unless the Company has incurred an obligation to reimburse the bank for an
amount higher than the unamortised amount. In this case, the financial guarantee contracts shall be carried
at the expected amount payable to the bank.

Employee benefits

Pension obligations

The Group participates 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 setvice 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

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 or 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 incutrred 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.

Revenue recognition

Revenue is recognised when the significant risks and rewards of ownership have been transferred to the
buyer. Revenue excludes goods and services taxes and is arrived at after deduction of trade discounts. No
revenue is recognised if there are significant uncertainties regarding recovery of the consideration due,
associated costs or the possible return of goods.

Revenue from sale of goods is recognised upon the transfer of significant risk and rewards of ownership of
the goods to the customer. Revenue is not recognised to the extent where there are significant uncertainties
regarding recovery of the consideration due, associated costs or the possible return of goods.

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 early termination, if any, are
recognised when incurred.

Interest income is recognised on a time-apportioned basis using the effective interest rate method.

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 recognition 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.
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Income taxes (Cont’d)
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

(i) 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 or 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.

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 23,
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, until 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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2 Summary of significant accounting policies (Cont’d)
(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
person:

@)  has control or joint control over the Company;

()  has significant influence over the Company; or

(i) 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:

(@)  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);

(i)  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);

(i)  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);

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

(viii) 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 cutrency 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 currencies at the closing rates at the reporting date 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 qualifying as net investment hedges and
net investment in foreign operations, are recognised in other comprehensive income and accumulated in the
currency translation reserve.
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2 Summary of significant accounting policies (cont’d)
(d) Significant accounting policies (cont’d)

Conversion of foreign currencies (Cont’d)

Transactions and balances (Cont’d)

When a foreign operation is disposed of or any borrowings forming part of the net investment of the foreign
operation are repaid, a proportionate share of the accumulated translation differences is reclassified to profit
or loss, as part of the gain or loss on disposal.

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

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

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

3 Significant accounting estimates and judgements

The preparation of the financial statements in conformity with FRS 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 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:

3.1 Significant judgements in applying accounting policies

Income taxes (Note 7 and Note 14)

The Group has exposure to income taxes in numerous jurisdictions. Significant judgement is involved in
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 issues 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.
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3 Significant accounting estimates and judgements (Cont’d)
3.1 Significant judgements in applying accounting policies (Cont’d)

Determination of functional currencies

The Group measures foreign currency transactions in the respective functional currencies of the Company
and its subsidiaries. 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 competitive forces and regulations mainly determines the sales prices of its goods and
services. The functional currencies of the entities in the Group are determined based on management’s
assessment of the economic environment in which the entities operate and the entities’ process of
determining sales prices.

Environmental remediation

The Group has not incurred any expenditure for environmental remediation, is currently not involved in any
environmental remediation, and has not accrued any amounts for environmental remediation relating to its
operations. Under existing legislation, management believes that there are no probable liabilities that will
have a material adverse effect on the financial position or operating results of the Group. However, the PRC
government may move further towards more rigorous enforcement of applicable laws, and towards the
adoption of more stringent environmental standards. The outcome of environmental liabilities under future
environmental legislation cannot be reasonably estimated at present and hence not provided for but which
could be material.

Joint arrangement (Note 12(b))

In 2014, the Group partially disposed of 55% of its interest in Taixing Sunke Chemicals Co., Ltd. (“Sunke”)
to a third party and retained 45% equity interest. Both the equity owners of Sunke have three board
representation each in the Board of Directors. No parties have the casting vote in the event of any
disagreement on the operation of Sunke.

Although Sunke is legally separated from the parties, the Group has classified it as a joint operation in
accordance with the requirements of FRS 111. This is on the basis that contractual arrangements with Sunke
is to provide the joint control parties the extent of the Group’s obligation as to the annual output of the
relevant activities and derive substantially the economic benefits accruing from the joint operations.

As at 31 December 2017, there are no changes to the ownership and terms of the joint arrangement.

Investment in subsidiary

As disclosed in Note 12(a), the Group owns 42.4% equity interest in SunVic Asia Pacific Investments
Holdings Pte. Ltd. (“SVAP”) which is less than half. However, the Group is able to control SVAP and is
exposed to, or has rights to, variable returns from its involvement with SVAP and has the ability to affect
those returns through its power over SVAP. This is because the Group has exercisable option to subscribe
for additional ordinary shares of SVAP, which could potentially increase its equity interests in SVAP by
30.2% to 72.6% and the remaining equity interest of SVAP is held by Whitefield Capital Inc. which is the
holding company of the Group. Consequently, SVAP is accounted for as a subsidiary in the Group.

Going concern

The Group reported a loss after taxation of approximately RMB 22,863,000 (2016 - RMB 364,805,000) and
total comprehensive loss of approximately RMB 23,437,000 (2016 - RMB 364,456,000) for the financial year
ended 31 December 2017. The Group’s current liabilities exceeded the current assets by approximately RMB
256,161,000 (2016 - RMB 274,031,000) as at 31 December 2017. The Group has been incurring operating
losses for a consecutive four years since year 2014. The market demand for the Group’s core products
acrylic acid and acrylate esters, remained weak throughout 2017. In view of the uncertain market outlook,
there is material uncertainty of the Group’s ability to generate future economic cash inflow from its
operations. This may cast doubt on the Group’s ability to operate as a going concern due to the challenging
environment and lack of business visibility in the chemical industry.
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3 Significant accounting estimates and judgements (Cont’d)
31 Significant judgements in applying accounting policies (Cont’d)

Going concern (Cont’d)

However, in the opinion of the directors of the Group, the financial statements prepared on a going concern
basis is appropriate on the basis that appropriate measures will be taken to reduce the operating costs as well
as to continue to increase its revenue. The Group net cash flows generated from operating activities for
financial year 2017 is RMB 524,253,000 (2016 — RMB 308,880,000). The Group continues to implement
measures to improve the Group’s liquidity condition, including but not limited to actively monitoring the
collections from trade receivables, utilisation of advances paid to suppliers in the coming financial year and
tightening its costs. In addition, the Group has a positive net asset of approximately RMB 903,620,000 (2016
- RMB 927,057,000).

The Group has adequate amount of credit facilities available in addition to cash and cash equivalents of
RMB 354,900,000 (2016 - RMB 262,200,000). Given its good track record in servicing its debts and
reputation in the chemical industry, the Group believes that going forward, it will continue to be able to
renew its bank loans when they are due. In addition, the Group has obtained guarantee from related parties
amounting to RMB 932,400,000 for banking borrowing due to financial institutions of RMB 936,484,000
and personal guarantee from Ms. Hu Yanping, the substantial sharcholders of the Company and Mr. Sun
Xiao (the Chief Executive Officer of the Company) for all guarantees provided by the Group. (See below)

Related parties’ transactions

Certain transactions were entered into with related parties to maintain the Group’s existing credit facilities
with the banks, which is a common practice carried 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.

3.2 Significant accounting estimates

Corporate guarantee (Note 26)

The Group acted as a corporate guarantor to its related parties amounted to RMB 1,454,000,000 (2016 -
RMB 1,390,000,000) to secure banking facilities. As at 31 December 2017, the related parties had drawn
down an amount of RMB 920,200,000 (2016 - RMB 948,180,000) from these facilities.

At the reporting date, the Group and the Company do not consider it probable that a claim will be made
against the Company under the intra-group financial guarantee. Based on historical experience, there are no
defaults in the repayment of the principal or interest payments when due in accordance with the terms of the
borrowings of the related parties.

Impairment of loans and receivables (Note 16)

The Group assesses at the end of each reporting petiod whether there is any objective evidence that a
financial asset is impaired. To determine whether there is objective evidence of impairment, the Group
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 value 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 loans and receivables at the end of the reporting period is disclosed in
Note 16 to the financial statements.

If the present value of estimated future cash flows decrease by 10% from management’s estimates, the
Group’s allowance for impairment will increase by RMB 109,200 (2016 - increase by RMB 73,700).
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3.2 Significant accounting estimates (Cont’d)

Impairment of non-financial assets (Note 9)

An impairment exists when the carrying value 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. The cash flows are derived from the budget for the
next five years and do not include restructuring activities that the Group is not yet committed to or
significant future investments that will enhance the asset’s performance of the cash generating unit being
tested.

During the year, the Group performed an impairment assessment on its property, plant and equipment.
) Jiangsu Jurong Petrochemical Co., Ltd (“JJP”)

As a result of the assessment, an impairment loss of RMB Nil (2016 - RMB 92,662,000) was recognised in
profit or loss. The recoverable amount of property, plant and equipment was based on fair value less costs
of disposal, estimated using depreciated replacement cost method.

The key sensitivity of the depreciated replacement cost valuation relates to the estimated obsolescence of the
assets over physical, functional and technological aspects. An increase of one percentage point in the
estimated obsolescence used would have increased the impairment loss by RMB Nil (2016 - RMB 4,774,000).

(i) Jiangsu Jurong Chemical Co., Ltd (“JJC”)

As a result of the assessment, an impairment loss of RMB Nil (2016 - RMB 57,880,000) was recognised in
profit or loss. The recoverable amount of the property, plant and equipment was based on fair value less
costs of disposal, estimated using depreciated replacement cost method.

The key sensitivity of the depreciated replacement cost valuation relates to the estimated obsolescence of the
assets over physical, functional and technological aspects. An increase of one percentage point in the
estimated obsolescence used would have increased the impairment loss by RMB Nil million (2016 — RMB
2,964,000).

The carrying amount as at 31 December 2017 was disclosed in Note 9 to the financial statements.

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

As a result of the assessment, an impairment loss of RMB Nil (2016 - RMB 27,985,000) was recognised in
profit or loss. The recoverable amount of property, plant and equipment was based on fair value less costs
of disposal, estimated using depreciated replacement cost method.

The key sensitivity of the depreciated replacement cost valuation relates to the estimated obsolescence of the
assets over physical, functional and technological aspects. An increase of one percentage point in the
estimated obsolescence used would have increased the impairment loss by RMB Nil (2016 — 515,000).
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3.2 Significant accounting estimates (Cont’d)

Depreciation of property, plant and equipment (Note 9)

Property, plant and equipment are depreciated on a straight-line basis over their estimated useful lives.
Management estimates the useful lives of property, plant and equipment to be within 3 to 20 years. The
carrying amount of the Company’s and the Group’s property, plant and equipment as at 31 December 2017
are RMB Nil (2016 - RMB Nil) and RMB 1,135,353,000 (2016 - RMB 1,206,559,000) 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 increases/decteases by 10% from management’s estimates, the Group’s
profit for the year will dectease/inctease by approximately RMB 13,505,000 (2016 - RMB 14,259,000).

Allowance for inventory obsolescence (Note 15)

The Group reviews the ageing analysis of inventories at each reporting date, 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 inventoty increase/decrease by 10% from management’s estimates, the
Group’s profit will decrease/increase by RMB Nil (2016 - RMB 258,800). The cartying amount of the
inventory is disclosed in Note 15 to the financial statements.

4 Principal activities and revenue

The principal activities of the Company are those relating to investment holding. The principal activities of
the subsidiaties are as stated in Note 12(a).

Revenue of the Group consists of revenue from sale of goods.

5 Other income
2017 2016

The Group RMB’000 RMB’000
Rental income 667 942
Interest income 3,988 2,662
Reversal of inventory write-down 2,588 13,697
Compensation received from joint venture party for changes in

joint venture terms - 100,000
Sale of raw material, other spare parts, steam and provision of waste

water treatment services 34,479 42171
Gain on disposal of property, plant and equipment 232 668
Other miscellaneous income 3,766 8,062

Total other income 45,720 168,202
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6(a) Other operating expenses

2017 2016
The Group Note RMB’000 RMB’000
Impairment loss of property, plant and equipment 9 - 178,527
Property, plant and equipment written off 707 -
Cost of raw material and steam sold and provision of waste water
treatment services 28,496 38,140
Employee compensation 866 -
Inventories written-off 751 -
Penalty 1,379 1,252
Prepayment written-off 5,691 -
Other miscellaneous expenses 1,349 27,784
39,239 245,703
6(b) Finance costs
2017 2016
The Group RMB’000 RMB’000
Interest paid and payable to banks 81,634 78,682
6(c) Loss before taxation
Loss before taxation is stated after charging:
2017 2016
The Group Note RMB’000 RMB’000
Audit fees paid to:
- Auditors of the Company 2,056 2,011
Cost of inventories included in cost of sales 15 1,434,976 1,577,446
Cost of raw material sold included in other
operating expenses 6(a) 28,496 38,140
Net foreign exchange (gain)/ loss (4,187) 13,697
Staff costs 52,303 57,022
Contributions to defined contribution plans, included in staff costs 6,749 6,368
Depreciation of property, plant and equipment 9 135,053 142,590
Gain on disposal of property, plant and equipment 5 232 668
Property, plant and equipment written off 6(a) 707 -
Impairment loss of trade receivables 16 355 258
Impairment loss of property, plant and equipment 9 - 178,527
Amortisation of intangible assets 10 774 766
Amortisation of land use rights 11 1,404 1,376
Operating lease expense 775 1,588
Directors’ fees 491 962
7 Taxation
2017 2016
The Group RMB’000 RMB’000
Current taxation 5,811 29,084
(Over)/Under-provision in respect of previous years
- Current taxation (107) 40,486

5,704 69,570
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7 Taxation (Cont’d)

The tax on the Group’s results before tax differs from the theoretical amount that would atise using the
applicable rate of income tax in each national jurisdiction as follows:

2017 2016
The Group RMB’000 RMB’000
Loss before taxation (17,159) (295,235)
Income tax using applicable tax rates (21,465) (73,213)
Adjustments:
Non-taxable income(" (4,014) (289)
Non-deductible expenses® 2,008 2,171
(Over)/Under-provision in respect of previous years (107) 40,486
Deferred tax assets not recognised® 31,592 100,535
Utilisation of deferred tax assets on temporary difference not recognised
in previous years (2,109) (120)
Tax incentives (123) -
Others (78) -
Income tax expense recognised in profit or loss 5,704 69,570
O] This relates to capital gain that is not subject to tax.
@ This is mainly related to expenditures incurred out of the ordinary course of business which are not likely to be agreed by the
local tax authorities.
® 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 14).
The above reconciliation is prepared by aggregating separate reconciliation for each national jurisdiction.

Jiangsu Jurong Chemical Co., Ltd (“JJC”), Yixing Yinyan Import and Export Co., Ltd (“YYIE”), Taixing
Jurong Chemical Co., Ltd (“TXJC”), Jiangsu Jurong Petrochemicals Co., Ltd (“JJP”) and Taixing Sunke
Chemicals Co., Ltd (“Sunke”) are subject to the PRC income taxes rate at 25% (2016 - 25%) on their taxable
profit.

Sunvic Chemical Holdings Limited, Dynix Pte. Ltd. (“Dynix”) and SunVic Asia Pacific Investments Holdings
Pte Ltd (“SVAP”) are subject to Singapore income tax rate at 17% (2016 - 17%) on its taxable profit.

8 Loss per share
Basic earnings per share is calculated by dividing the net profit attributable to equity holders of the Company

by the weighted average number of ordinary shares in issue of 532,001,000 (2016 - 532,001,000) shares
during the financial year.

2017 2016
The Group
Net loss attributable to equity holders of the Company (RMB’000) (20,322) (341,489)
Weighted average number of ordinary shares outstanding for basic earnings
per share (‘000) 532,001 532,001
Basic loss per share (RMB cents per share) (3.8) (64.2)
Diluted loss per share (RMB cents per share) (3.8) (64.2)

For the purpose of calculating diluted loss per share, loss attributable to owners of the parent 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 earnings per share is the same as the diluted earnings per share.
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9 Property, plant and equipment (cont’d)

(2) Impairment assessment

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

follows:
Jiangsu Taixing Taixing  Yixing Yinyan
Jurong Jiangsu Jurong Jurong Sunke Import and
Chemical Petrochemical Chemical Chemicals Export
Co., Ltd Co., Ltd Co., Ltd Co., Ltd Co., Ltd Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Carrying amount 100,054 171,893 295,819 566,745 842 1,135,353
Less: impairment loss
recognised - - - - - -
Net book value 100,054 171,893 295,819 566,745 842 1,135,353
Cost 1,197,536 960,258 346,389 824,672 7,498 3,336,353
Percentage of net book value
over costs 8% 18% 85% 69% 11%
Indicators of impairment No Yes No No No

Note (i) (i) (iii)

@  Jiangsu Jurong Chemical Co., Ltd (“JJC”)

The company incurred operating losses for consecutive four years since year 2014. The market
demand for the company’s core products acrylic acid and acrylate esters, remained weak throughout

2017.

In view of the unstable market outlook, there is material uncertainty in the company’s ability to
generate future economic cash inflow from its property, plant and equipment.

Impairment assessment
The assets are almost fully depreciated as at 31 December 2017 and the carrying amount

representing 8% of its costs approximate its residual value. The recoverable amount of the cracking
plant was based on fair value less costs of disposal, estimated using depreciated replacement cost
method.

The depreciated replacement cost method is defined as the gross current replacement cost reduced
by factors providing for age, physical depreciation, technical and functional obsolescence
considering the assets’ total estimated useful life and anticipated residual value (if any). The
management has assessed the depreciated replacement cost method to be the most appropriate
valuation method given the lack of market data for comparison. The fair value measurement was
categorised as a Level 3 fair value based on the inputs in the valuation technique used.

The key sensitivity of the depreciated replacement cost valuation relates to the estimated
obsolescence of the assets over physical, functional and technological aspects. The obsolescence
factors applied to the affect assets ranged from 45% to 65%.

Based on depreciated replacement cost valuation for year 2017, an adjustment of RMB Nil (2016 -
RMB 57,880,000) was made to reflect the recoverable amounts of the assets.

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

The Group has not commenced the production of MTBE nor uses its cracking plant facilities for
production since the completion of the plant due to the uncertain global economic environment,
depressed crude oil prices as well as oversupply and low demand in the market for its products.
Accordingly, there is a risk relating to the impairment of property, plant and equipment.
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@

Property, plant and equipment (Cont’d)

Impairment assessment.(Cont’d)

()  Jiangsu Jurong Petrochemical Co., Ltd (“JJP”) (Cont’d)

Impairment assessment

In 2017, the Group engaged an independent professional valuer to assess the recoverable amount of
the cracking plant and MTBE plant. The recoverable amount of cracking plant and MTBE plant
were based on fair value less costs of disposal, estimated using depreciated replacement cost
method.

The depreciated replacement cost method is defined as the gross current replacement cost reduced
by factors providing for age, physical depreciation, technical and functional obsolescence
considering the assets’ total estimated useful life and anticipated residual value (if any). The
management has assessed the depreciated replacement cost method to be the most appropriate
valuation method given the lack of market data for comparison. The fair value measurement was
categorised as a Level 3 fair value based on the inputs in the valuation technique used.

The most significant input of the depreciated replacement cost valuation relates to the estimated
obsolescence of the assets over physical, functional and technological aspects. The obsolescence
factors applied to the affected assets ranged from 45% to 65%.

Based on depreciated replacement cost valuation for year 2017, an adjustment of RMB Nil (2016 -
RMB 92,662,000) was made to reflect the replacement costs of the assets.

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

The property, plant and equipment of Taixing Jurong comprise mainly of
. Construction-in-progress of RMB 208,327,000; and
. Building of RMB 87,143,000

There ate no indicators of impairment for the construction-in-progress and buildings.

Security

As at 31 December 2017, property, plant and equipment of the Group with a carrying amount of
RMB 22,950,000 (2016 - RMB 540,101,000) are pledged as security to secure bank loans (Note 21).

Construction work-in-progress as at 31 December 2017 mainly relates to the construction of an
clectricity 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 2017, the capitalised costs amounted to RMB 220,420,000 (2016 - RMB
253,240,000).

As at 31 December 2017, the accumulated impairment loss on property, plant and equipment for
the Group is RMB 1,135,527,000 (2016 — RMB 1,135,527,000).
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10 Intangible assets
Technology Computer

The Group know-how software Total

RMB’000 RMB’000 RMB’000
Cost
At 1 January 2016 12,557 2,748 15,305
Additions - 335 335
At 31 December 2016 12,557 3,083 15,640
Additions - 2 2
Transfer from construction-in-progress - 116 116
At 31 December 2017 12,557 3,201 15,758
Accumulated amortisation
At 1 January 2016 3,952 1,007 4,959
Amortisation charge 493 273 766
At 31 December 2016 4,445 1,280 5,725
Amortisation charge 465 309 774
At 31 December 2017 4,910 1,589 6,499
Net carrying amount
At 31 December 2017 7,647 1,612 9,259
At 31 December 2016 8,112 1,803 9,915

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.

The amortisation of intangible assets amounted to RMB 751,882 is included in the ‘Administrative expenses’
line item in consolidated statement of profit or loss and other comprehensive income.
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11 Land use rights

2017 2016
The Group RMB’000 RMB’000
Cost
At 1 January 54,514 54,514
Transfer from non-current asset held for sale 11,805 -
At 31 December 66,319 54,514
Accumulated amortisation
At 1 January 5,742 4,366
Amortisation charge 1,404 1,376
At 31 December 7,146 5,742
Net carrying amount
At 31 December 59,173 48,772
2017 2016
The Group RMB’000 RMB’000
Amount to be amortised:
- Not later than one year 1,404 857
- Later than one year but not later than five years 5,616 3,427
- Later than five years 40,348 44,488
47,368 48,772

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 35 years
(2016 - 37 years). The land use rights were pledged as securities to obtain credit facilities (Note 21).

The amortisation of the use rights amounted to RMB 1,404,000 (2016 - RMB 1,376,000) is included in the
‘Administrative expenses’ line items in consolidated statement of profit or loss and other comprehensive
income.

The transfer of land use right from non-current assets held for sale relates to the freechold land in Louisiana
amounting to RMB 11,805,000 (2016: classified under non-current assets held for sale — RMB 12,532,000).
The cost of frechold land is not amortised. The transfer is mainly due to these assets are unable to meet
the conditions required by FRS 105 to continue to be classified as assets held for sale. Accordingly, the
Group has reclassified the freehold land from non-current assets held for sale to property, plant and
equipment as at 31 December 2017.

As at 31 December 2017, land use rights of the Group with a carrying amount of RMB 23,376,000 (2016 -
RMB Nil) are pledged as security to secure bank loans (Note 21).

12(a) Investment in subsidiaries

2017 2016
The Company 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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Country of Proportion of
incorporation/ ownership interest
and and voting rights
Name of subsidiary operation Principal activities held by the Group
2017 2016
% %
Held by the Company:
Dynix Pte. Ltd. (“Dynix”) (" Singapore Import and export of chemical 100 100
products
Jiangsu Jurong Chemical The PRC Manufacture and sale of 100 100
Co., Ltd (“JJC") @ chemical products
SunVic Asia Pacific Investments Singapore Investment holding 42.4 42.4
Holdings Pte. Ltd. (“SVAP”) ("
Held through Dynix: United States of Trading business and provision of 100 100
Jurong Chemical LLC (“‘JC”) @ America (‘USA”) after-sales services
Link Way Trading Limited British Virgin Import and export of chemical 100 100
(“LWT*) @ Islands (“BVI") products
Held through LWT:
Link Way Louisiana LLC United States of Trading business and provision of 100 100
(“LwL”) @ America (‘USA”) after-sales services
Held through JJC:
Yinyan Products Quimicos Ltda Brazil Import and export of chemical - 100
(“YPQ") ®®) products
Yixing Yinyan Import and Export The PRC Import and export of chemical 100 100
Co., Ltd (“YYIE”) @ products
Yinyan Argentina SA (“YAS”) © Argentina Import and export of chemical 100 100
products
Taixing Jurong Chemical Co., The PRC Manufacture and sale of 100 100
Ltd (“TJC") @ chemical products
Jiangsu Jurong Petrochemicals The PRC Manufacture and sale of 82.1 82.1
Co., Ltd (“*JJP") @ chemical products
Held through TJC:
Taixing Sunke Chemicals The PRC Manufacture and sale of chemical
Co., Ltd (“TSC” or “Sunke”) @ products # #
(O] Audited by Foo Kon Tan LLP, Singapore, Chartered Accountants
@ Audited by Grant Thornton, Certified Public Accountants, the PRC
G Unaudited, dormant
@ Not required to be audited in the country of incorporation
O] Strike off on 30 October 2017.
# The Group has 45% equity interest in Sunke which is accounted for as joint operation (Note 12(b))
Investment in SVAP
@) Although the Group owns less than half of SVAP, it is able to control SVAP and is exposed to, ot

has rights to, variable returns from its involvement with SVAP and has the ability to affect those
returns through its power over SVAP. This is because the Group has exercisable option to
subscribe for additional ordinary shares of SVAP, which could potentially increase its equity
interests in SVAP by 30.2% to 72.6% and the remaining equity interest of SVAP is held by
Whitefield Capital Inc. which is the holding company of the Group. Consequently, SVAP is

accounted for as a subsidiary in the Group.




88

SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

NOTES TO THE
ANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

12(a)

Investment in subsidiaries (Cont’d)

Investment in SVAP (Cont’d)

(ii) The impairment loss represents the write-down of equity investment in SVAP which in turn holds
the equity interest in JJP. In the financial year 2014, the Group had assessed the impairment of the
underlying assets held by JJP which resulted in an impairment loss of RMB 573,000,000 being
recognised in financial year 2014 profit or loss. The Company determined that the recoverable
amount of SVAP was lower than its carrying value by RMB 57,000,000 determined based on fair
value less cost of disposal. Accordingly, an impairment loss of RMB 57 million had been
recognised on the Company’s cost of investment in SVAP in financial year 2014. No additional
impairment is required in year 2017 because the investment was fully impaired since year 2014. The
resulting fair values of the investment in subsidiaries are considered as Level 3 fair value
measurement.

(iii) 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 year ended 31 December
2017 and 2016.

Proportion of ownership
interest and voting rights
Country of held by
Name of subsidiary incorporation Principal activities non-controlling interests
2017 2016
% %
Jiangsu Jurong Petrochemicals The PRC Manufacture and sale of 17.9 17.9
Co,, Ltd chemical products
2017 2016
RMB’000 RMB’000

Summarised statement of financial position

Current

Assets 16,765 21,852

Liabilities (792,172) (792,302)

Total net current liabilities (775,407) (770,450)

Non-current

Assets 267,737 285,994

Net liabilities (507,670) (484,456)

2017 2016
RMB’000 RMB’000

Summarised income statement

Revenue 27,390 17,410

Expenses (41,502) (147,566)

Loss before income tax (14,112) (130,156)

Income tax expense - -

Loss after tax (14,112) (130,156)

Other comprehensive income - -

Total comprehensive loss (14,112) (130,156)

Total comprehensive loss allocated to non-controlling interests (2,526) (23,298)

Dividends paid to non-controlling interests - -
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12(a) Investment in subsidiaries (Cont’d)

Investment in SVAP (Cont’d)

(iif) Summarised financial information of subsidiaries with material non-controlling interests (Cont’d)
2017 2016

RMB’000 RMB’000

Summarised cash flows

Cash flows generated from operating activities 443 12,736

Cash flows generated from investing activities - -

Cash flows used in financing activities - (12,933)

Net increase/(decrease) in cash and cash equivalents 443 (197)

12(b) Investment in joint operation

The Group holds 45% equity interest in the joint operation through its wholly owned subsidiary Taixing
Jurong Chemical Co., Ltd.

Details of joint operation are as follows:
Proportion of

Country of ownership interest and
Name of joint operation incorporation Principal activities voting rights held
2017 2016
% %
Taixing Sunke Chemicals Co., The PRC Manufacture and sale of 45 45
Ltd (“Sunke”) chemical products

The Group consolidates its 45% share of assets, liabilities, revenues and expenses of its joint operation.

2017 2016
RMB’000 RMB’000
Summarised statement of financial position
Assets
Property, plant and equipment 1,934,214 2,089,756
Land use rights 49,721 50,871
Intangible assets 1,485 1,407
Long-term prepayments 13,394 -
Inventories 145,797 94,558
Trade and other receivables 535,906 639,304
Cash and cash equivalents 233,262 346,831
Total assets 2,913,779 3,222,727
Liabilities
Trade and other payables (660,305) (948,024)
Bank borrowing (340,000) (400,000)
Income tax payable (9,641) (6,677)
Total liabilities (1,009,946) (1,354,701)
Net assets 1,903,833 1,868,026
2017 2016
RMB’000 RMB’000
Summarised income statement
Revenue 2,545,868 2,145,048
Expenses (2,510,061) (2,108,496)
Profit for the period 35,807 36,552

Dividend received from joint operation - -
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2017 2016
RMB’000 RMB’000

Summarised cash flows
Cash flows generated from/(used in) operating activities 59,648 (73,794)
Cash flows used in investing activities (113,253) (53,871)
Cash flows (used in)/generated from financing activities (60,000) 391,292
Net (decrease)/increase in cash and cash equivalents (113,605) 263,627
13 Long-term prepayments

2017 2016
The Group RMB’000 RMB’000
Due within one year (Note 16) 1,592 -
Due after one year 6,027 -

7,619 -

Long-term prepayments represent the prepayment of repair and maintenance cost on plant and machinery

and water treatment antisepsis.

Long-term prepayments are denominated in Chinese Renminbi.

14(a) Deferred taxation

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred taxes relate to the same fiscal authority. The
amounts, determined after appropriate offsetting, are shown on the statement of financial position as

follows:
2017 2016
The Group RMB’000 RMB’000
Deferred tax assets
- To be recovered after one year 24,430 24,430
Deferred tax liabilities
- To be settled after one year (7,500) (7,500)
The movement in temporary differences during the year is analysed as follows:
Excess of net book
value over tax
The Group written down value
of qualifying Unappro-
property, plant priated
and equipment profits Total
RMB’000 RMB’000 RMB’000
At 1 January 2016, 31 December 2016
and 31 December 2017 24,430 (7,500) 16,930
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14(a) Deferred taxation (Cont’d)

Unrecognised deferred tax liabilities
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 Mainland China. 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 Mainland China 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 2017, the aggregate amount of temporary differences relating to undistributed profits of
subsidiaries for which deferred tax liabilities have not been recognised is RMB 874,454,000 (2016 - RMB
1,103,353,000). Unutilised tax liability totalling approximately RMB 43,723,000 (2016 - RMB 55,168,000) 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 temporaty 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:

2017 2016

The Group RMB’000 RMB’000
Deductible temporary difference 1,639,620 1,522,798
Tax losses 343,715 347,959
1,983,335 1,870,757

The Group has unabsorbed tax losses amounting to approximately RMB 347,495,000 (2016 - RMB
347,959,000) that will expire between 2018 to 2020 and which are subject to agreement with the relevant tax
authorities. 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 expiration date on

deductible temporary difference amounting to RMB 1,639,620,000 (2016 - RMB 1,522,798,000).
Unutilised tax benefits totalling approximately RMB 495,458,000 (2016 - RMB 465,975,000) arising from

deductible temporary difference and tax losses had not been recognised as there was no reasonable certainty
of their realisation in the future.

14(b) Value-added tax recoverable

2017 2016
The Group RMB’000 RMB’000
Value-added tax recoverable 84,931 86,380

Value-added tax recoverable pertains to the tax recoverable on the purchase of property, plant and
equipment by Jiangsu Jurong Petrochemicals Co., Ltd since financial year 2014. There is no expiration date
on the VAT recoverable.
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15 Inventories
2017 2016
The Group RMB’000 RMB’000
At cost
Raw materials 47,908 32,981
Packaging materials 3,037 2,738
Goods-in-transit - 9,772
50,945 45,491
At net realisable value
Finished goods 53,833 32,313
Work-in-progress 4,354 4,089
109,132 81,893
Statement of profit or loss and other comprehensive income:
Inventories recognised as an expense in cost of sales (Note 6(c)) 1,434,976 1,577,446
Inventories recognised as an expense in other operating expenses 28,496 38,140
Inclusive of the following charge:
- Inventories written-down - 2,588
- Reversal of write-down of inventories (2,588) (13,697)

The reversal of write-down of inventories was made when the related inventories were sold above their
carrying amounts.

16 Trade and other receivables
Group Company
2017 2016 2017 2016
RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables
- 3rd parties 121,338 201,269 340 374
- joint operation 119,683 239,390 - -
- related parties 486,177 349,317 - -
- subsidiaries - - 32,058 29,884
Notes receivable 102,139 65,423 - -
829,337 855,399 32,398 30,258
Allowance for impairment losses
Balance at beginning (737) (479) - -
Impairment charge (355) (258) - -
Balance at end (1,092) (737) - -
Net trade receivables 828,245 854,662 32,398 30,258
Non-trade amounts due from subsidiaries - - 14,076 14,825
Other receivables 70,391 34,662 118 194
Loans and receivables 898,636 889,324 46,592 45,277
Prepayments
- Long-term prepayment — current (Note 13) 1,592 - - -
- Other prepayments 3,736 21,084 391 -
Value-added tax recoverable 50,986 79,891 13 6
Total 954,950 990,299 46,996 45,283

Non-trade amounts due from subsidiaries
Non-trade amounts due from subsidiaries represent expenses paid by the Company on behalf of the
subsidiaties. The amounts were unsecured, non-interest bearing and repayable on demand.
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16 Trade and other receivables (Cont’d)

Loans and receivables
Loans and receivables are non-interest bearing. Trade receivables are generally on 30 to 90 days’ terms (2016
- 30 to 90 days’ terms). They are recognised at their original invoice amounts which represent their fair value
on initial recognition.

In determining the recoverability of trade and other receivables, the Group considers any change in the
credit quality of the trade receivables from the date credits were initially granted up to the end of the
reporting period. In addition, management evaluates the adequacy of the allowance for doubtful trade
receivables by analysing trade receivables collections trends, historical bad debts, customer concentrations,
customer creditworthiness, the credit tightening measures by the PRC government, and the changes in
customer payment terms and general financial conditions of the customers. The receivables would be
written off if the possibility of collection is determined to be remote.

As a result of its critical evaluations performed on the trade receivables, RMB 1,092,000 allowances were
considered necessary by management (2016 - RMB 737,000) as of 31 December 2017. Trade receivables are
individually determined as allowance for impairment or written-off at the end of reporting period as the
probability of recovering these trade debts is remote. These trade receivables are not secured by any
collateral or credit enhancements. Other than the above, there is no further allowance for impairment in
respect of the remaining trade receivables including those receivables that are past due but not impaired.

As at 31 December 2017, trade receivables and notes receivable amounted to RMB 52,393,000 (2016 - RMB
70,549,000) were pledged as securities to obtain credit facilities (Note 21).

The credit risk for loans and receivables based on the information provided to key management is as follows:

@ Loans and receivables that are neither past due nor impaired
Group Company
2017 2016 2017 2016
RMB’000 RMB’000 RMB’000 RMB’000
Current
- Trade receivables 739,760 668,199 32,224 30,258
- Other receivables 70,391 34,662 14,195 15,019
Total 810,151 702,861 46,419 45,277

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

(i) Loans and receivables that are past due but not impaired

The ageing analysis of loans and receivables past due but not impaired is as follows:

Group Company
2017 2016 2017 2016
RMB’000 RMB’000 RMB’000 RMB’000
Less than 30 days 51,359 124,947 - -
30 to 120 days 24,523 46,071 135 -
More than 120 days 12,603 15,445 38 -
88,485 186,463 173 -

Based on historical default rates, the Group believes that no impairment allowance is necessary in respect of
loans and receivables not past due or past due but not impaired. These receivables are mainly arising by
customers that have a good credit record with the Group.
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16 Trade and other receivables (Cont’d)
(iii) Loans and receivables that are past due and/ot impaired

The ageing analysis of loans and receivables determined to be impaired is as follows:

Group Company
2017 2016 2017 2016
RMB’000 RMB’000 RMB’000 RMB’000
More than 120 days 1,092 737 - -

The carrying amount of loans and receivables individually determined to be impaired is follows:

Group Company
2017 2016 2017 2016
RMB’000 RMB’'000 RMB’000 RMB’000
Gross amount 1,092 737 - -

Less: allowance for impairment of trade receivables (1,092) (737) - -

Loans and teceivables 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.

17 Cash and cash equivalents
Group Company
2017 2016 2017 2016
RMB’000 RMB’000 RMB’000 RMB’000
Non-current
Fixed deposits - pledged 76,739 - - -
Current
Cash and bank balances 157,324 196,507 306 1,036
Fixed deposits - pledged 118,840 65,709 - -
276,164 262,216 306 1,036

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

2017 2016

The Group RMB’000 RMB’000
Cash and cash equivalents 276,164 262,216
Less: fixed deposits - pledged (118,840) (65,709)
157,324 196,507

Pledged deposits represent deposits pledged to banks to secure notes payable (Note 22) and credit facilities
(Note 21) granted to the Group. The pledged deposits will be released upon the settlement of relevant bank
borrowings and the expiry of relevant bank guarantees.

The fixed deposits mature between one month to three years (2016 - one to nine months) from the end of
the financial year with the weighted average effective interest rate at 4.38% (2016 - 1.62%) per annum.
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18 Non-current assets held for sale

Details of the non-current assets held-for-sale are as follows:

2017 2016
The Group RMB’000 RMB’000
Property, plant and equipment - 12,532

Land in Louisiana

The Group’s frechold land which was classified as non-current assets held for sale in the previous year
has yet to be disposed of as at 31 December 2017. The sale was not completed within the last 2 years
due to the poor property market conditions whereby the Group was unable to sell the freehold
property for the amount that it was valued at. As these assets are unable to meet the conditions
required by FRS 105 to continue to be classified as assets held for sale, the Group has reclassified the
frechold land from non-current assets held for sale to property, plant and equipment as at 31
December 2017.

19 Share capital

No. of ordinary shares Amount
Group and Company Issued share Treasury Issued share Treasury
capital shares capital shares
'000 ‘000 RMB’000 RMB’000
2017
Beginning and end of financial year 533,651 (1,650) 291,516 (1,575)
2016
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
2017 2016

The Group Note RMB’000 RMB’000
Merger reserve (i) (499) (499)
Capital reserve (ii) 255,286 255,286
Foreign currency translation reserve (iii) (16,204) (15,630)
Special safety reserve (iv) 50,314 50,314

288,897 289,471
Represented by:
Distributable (16,204) (15,630)
Non-distributable 305,101 305,101

288,897 289,471
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20

Other reserves (cont’d)

The movements in other reserves are as follows:

O

(1)

(1ii)

Merger reserve represents the difference between the consideration paid and the share capital of a
subsidiaty restructured under common control.

2017 2016
The Group RMB’000 RMB’000
Merger reserve
Balance at beginning and at end (499) (499)

Capital reserve comprises accumulated profits transferred by the PRC subsidiaries as required under
the local PRC legislation.

The PRC subsidiaries are requited 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 taxation from 2003 onwards.

2017 2016
The Group RMB’000 RMB’000
Capital reserve
Balance at beginning and at end 255,286 255,286

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.

2017 2016
The Group RMB’000 RMB’000
Foreign currency translation reserve
Balance at beginning (15,630) (15,979)
Net currency translation differences of financial statements of
foreign subsidiaries (574) 349

Balance at end (16,204) (15,630)
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20 Other reserves (Cont’d)

(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.

2017 2016
The Group RMB’000 RMB’000
Special safety reserve
Balance at beginning and at end 50,314 50,314
21 Borrowings
2017 2016

The Group RMB’000 RMB’000

Current

Secured bank loans 707,853 942,732

Unsecured bank loans - 14,568

707,853 957,300

Non-current

Secured bank loans 228,631 180,000

Unsecured bank loans - -

228,631 180,000

Total borrowings 936,484 1,137,300

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

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

The borrowings are secured by:

@)
(b)
©
@
©
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Property, plant and equipment of the subsidiaties (Note 9(b));

Land use rights (Note 11);

Loans and receivables (Note 10);

Pledge deposits (Note 17); and

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

Effective interest rates

The weighted average effective interest rates (per annum) of total borrowings at the end of reporting period
are as follows:

2017
The Group Currency %
Secured bank loans RMB 3.63-7.50
Secured bank loans UsD 1.44-3.11

Unsecured bank loans uUsD -

2016
%

2.90-7.50
1.18-4.60
1.95-2.10
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21 Borrowings (cont’d)
21.2  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:

Carrying Fair
amounts values
The Group RMB’000 RMB’000
2017
Secured bank loans 228,631 232,830
2016
Secured bank loans 180,000 195,277

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:

2017 2016
The Group

Secured bank loans 3.90% 3.00%

21.3  Undrawn borrowing facilities

The amount of stand-by credit facilities available to the Group at the end of the financial year is RMB
184,100,000 (2016 - RMB 535,740,000).

22 Trade and other payables

Group Company

2017 2016 2017 2016
RMB’000 RMB’000 RMB’000 RMB’000

Trade payables
- third parties 321,195 386,071 - -
- related parties 176,986 144,478 - -
Notes payables 282,578 - - -
780,759 530,549 -
Accrued operating expenses 36,903 42,537 6,102 7,140
Amounts due to subsidiaries (non-trade) - - 27,889 24,542
Other payables 59,821 72,870 1,567 593
877,483 645,956 35,558 32,275

Trade and other payables
Trade and other payables are unsecured and non-interest bearing. Trade payables are normally settled on 60-
day (2016 - 60-day) terms.

Notes payables
The notes payables are secured on the fixed deposits of RMB 59,798,000 (2016 - RMB 17,257,000) of the

Group.

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 28(b).
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23 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
2017
Revenue from 2,184,132 10,738 5,400 39,624 6,818 2,246,712
external customers
Non-current assets 1,191,980 - - 11,805 - 1,203,785
2016
Revenue from
external customers 2,112,045 821 1,061 19,368 258 2,133,553
Non-current assets 1,265,246 - - - - 1,265,246

Information about major customers
Revenue of approximately RMB 511,717,000 (2016 - RMB 1,138,328,000) are derived from 5 (2016 - 3)
external customers. These revenues are attributable to the AA & AE segments in the PRC.

24 Related party transactions

(a) 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 2017 and 31 December 2016:

2017 2016
The Group Note RMB’000 RMB’000
Sale of chemical products (i) 254,790 544,691
Sale of waste material (ii) 14,921 23,176
Purchase of inventories (iii) 123,262 161,342
Purchase of raw material (iv) 2,123 2,187
Sale of raw material and other spare parts (v) 349,421 226,769

@ Sale of chemical products
The Group sold chemical products to Jiangsu Yinyan Specialty Chemicals Co., Ltd (“Jiangsu
Yinyan”), Jiaxing Jinyan Chemical Co., Ltd (“Jiaxing Jinyan”) and Yixing Danson Technology Co.,
Ltd (“Yixing Danson”).

(ii) Sale of waste material
The Group sold waste material to Yixing Danson.

(iif) Purchase of inventories
The Group purchased inventories from Yixing Danson, Taixing Jinyan, Jiangsu Yinyan and Jiaxing
Jinyan.

(iv) Purchase of raw material

The Group purchased raw materials from Taixing Jinyan.

) Sale of raw material and other spare parts
During the year, the Group sold raw material and other spate parts to Jiaxing Jinyan.
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24 Related party transactions (Cont’d)

(b) During the year, the Group entered into arm-length sales and purchases transactions (collectively
known as “Transactions”) with related parties. The Transaction values are significant and it totalled
RMB 655,220,000 (2016: RMB 257,500,000). Such Transactions have been entered to maintain the
Group’s existing credit facilities with the banks, which is a common practice carried out in the
People’s Republic of China. Management has presented these transactions on a net basis for
financial reporting purpose in the consolidated financial statements.

(c) Compensation of directors and key management personnel
2017 2016
The Group RMB’000 RMB’000
Short-term employee benefits 4,265 4,464
CPF contributions 122 79
4,387 4,543
Comprise amounts paid to:
Directors of the Company 2,666 2,905
Other key management personnel 1,721 1,638
4,387 4,543

25 Commitments
(a) Operating lease commitments - as lessee

The Group has entered into a commercial lease on an office premise. The lease has a tenure of 3 years (2016
- between 1 and 2 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 2017 amounted to RMB 775,000 (2016 - RMB 1,588,000).

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

Group and Company

2017 2016
RMB’000 RMB’000
Not later than one year 503 257
Later than one year but not later than five years 693 15
1,196 272
(b) Operating lease commitments - as lessor
The Company sub-leases office premise to external parties.
Group Company
2017 2016 2017 2016
RMB’000 RMB’000 RMB’000 RMB’000
Not later than one year 68 52 136 146

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

The leases on the Group and the Company’s office premise on which rentals are receivable will expire on 30
May 2018 (2016 — 30 April 2017) with renewals at the then prevailing rates.
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26 Corporate guarantee

The Group acted as a corporate guarantor to provide guarantees to its related parties amounted to
RMB 1,454,000,000 (2016 - RMB 1,390,000,000) respectively to secure banking facilities. As at 31
December 2017, the related parties had drawn down an amount of RMB 920,200 (2016 - RMB
948,180,000) from these facilities. The loan facilities will expire in 2018 (2016 - expire in 2017).

2017 2016
RMB’000 RMB’000
Guarantee given:

Yixing Danson 479,000 590,000
Jiaxing Jinyan - 65,000
Taixing Jinyan 715,000 475,000
Jinyan Cangchu 260,000 260,000
1,454,000 1,390,000

Amount drawn down:
Yixing Danson 124,950 347,000
Jiaxing Jinyan - 45,000
Jinyan Cangchu 260,000 260,000
Taixing Jinyan 535,250 296,180
920,200 948,180

At the reporting date, the Group and the Company do not consider it probable that a claim will be
made against the Company under the intra-group financial guarantee on the basis that the past three
years historical experience to financial year 2017, there are no defaults being triggered for the
repayment of the principal or interest payments thereon in respect of the guarantee obligations.

The fair value of corporate guarantees are minimal because the banking facilities provided under the
corporate guarantees are pledged by the assets.

27 Fair value measurement
Definition of fair value

FRSs define fair value as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

271 Fair value measurement of financial instruments

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:

e Tevell . quoted prices (unadjusted) in active markets for identical assets or liabilities

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

o Tevel3 . unobservable inputs for the asset or liability

There is no financial assets and financial liabilities measured at fair value as at 31 December 2017 and 2016.
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27 Fair value measurement (Cont’d)
27.2 Accounting classifications of financial assets and financial liabilities

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

2017 2016
The Group Note RMB’000 RMB’000
Loans and receivables:
Trade and other receivables 16 898,636 889,324
Pledged deposits and cash and bank balances (including non-
current fixed deposits pledged) 17 354,903 262,216
Total 1,253,539 1,151,540
Financial liabilities at amortised cost:
Borrowings 21 936,484 1,137,300
Trade and other payables 22 877,483 645,956
Total 1,813,967 1,783,256
2017 2016
The Company Note RMB’000 RMB’000
Financial assets:
Trade and other receivables 16 46,592 45,277
Cash and bank balances 17 306 1,036
Total 46,898 46,313
Financial liabilities at amortised cost:
Trade and other payables 22 35,558 32,275

28 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 from its operations and the use of
financial instruments. The key financial risks include credit risk, liquidity risk, interest rate risk and foreign
currency risk. The Board of Directors reviews and agrees policies and procedures for the management of
these 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 details regarding the Group’s and the Company’s exposure to the above-
mentioned financial risks and the objectives, policies and processes for the management of these risks.



104
SUNVIC CHEMICAL HOLDINGS LIMITED
ANNUAL REPORT 2017

NOTES TO THE
IANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2017

28 Financial risk management objectives and policies (Cont’d)
(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 where 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 verification 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 seek 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 patties. The
maximum exposure of the Group in respect of the financial guarantee (see Note 20) at the reporting date is
if the facility is drawn down by the related parties to the maximum amount of RMB 1,454,000,000 (2016 -
RMB 1,390,000,000). At the reporting date, the Group does not consider it probable that a claim will be
made against the Group under the intra-group financial guarantee.

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 16.
(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 liabilities. The Group’s and the Company’s objective is to maintain a
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 financial year is RMB 184,100,000 (2016 -
RMB 535,740,000).

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
financial position dates would be RMB 920,200,000 (2016 - RMB 948,180,000).
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28 Financial risk management objectives and policies (Cont’d)
(b) Liquidity risk (Cont’d)

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

2017
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 877,483 - - 877,483
Borrowings 720,332 260,155 - 980,487
Financial guarantee contracts 1,454,000 - - 1,454,000
3,051,815 260,155 - 3,311,970
2016
One year One to Over
or less five years five years Total
RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 645,956 - - 645,956
Borrowings 958,523 221,075 - 1,179,598
Financial guarantee contracts 1,390,000 - - 1,390,000
2,994,479 221,075 - 3,215,554
2017
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 35,558 - - 35,558
35,558 - - 35,558
2016
One year One to Over
or less five years five years Total
RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 32,275 - - 32,275
Financial guarantee contracts - 69,370 - 69,370
32,275 69,370 - 101,645

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

cost-effective manner.

(o) 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.
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28 Financial risk management objectives and policies (Cont’d)
(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 (RMB). The foreign currencies in which these
transactions are denominated are mainly United States Dollar (USD).

Currently, the PRC government imposes control over foreign currencies. RMB, the official currency in
China, 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:

Singapore Brazilian
Group Renminbi Dollar usbD Euro Real Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2017
Trade and other receivables 894,617 340 3,679 - - 898,636
Cash and cash equivalents
(including non-current fixed
deposits pledged) 327,467 409 27,026 1 - 354,903
Borrowings (823,850) - (112,634) - - (936,484)
Trade and other payables (789,734) (2,904) (84,845) - - (877,483)
(391,500) (2,155) (166,774) 1 - (560,428)
2016
Trade and other receivables 874,353 568 14,403 - - 889,324
Cash and cash equivalents 201,804 1,312 59,065 1 34 262,216
Borrowings (1,044,900) - (92,400) - - (1,137,300)
Trade and other payables (618,967) (2,960) (22,942) - (1,087) (645,956)
(587,710) (1,080) (41,874) 1 (1,053) (631,716)
Singapore Brazilian
Company Renminbi Dollar usb Euro Real Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2017
Trade and other receivables (200) 1,281 45,511 - - 46,592
Cash and cash equivalents - 267 39 - - 306
Trade and other payables - (1,567) (33,991) - - (35,558)
(200) (19) 11,559 - - 11,340
2016
Trade and other receivables - 1,123 44,154 - - 45,277
Cash and cash equivalents - 993 43 - - 1,036
Trade and other payables (5,000) (2,732) (24,543) - - (32,275)

(5,000) (616) 19,654 - - 14,038
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28 Financial risk management objectives and policies (Cont’d)
(d) Foreign currency risk (Cont’d)

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)
2017 2016 2017 2016
RMB’000 RMB’000 RMB’000 RMB’000
USD/RMB - strengthened 3% (2016 - 3%) (3,700) (934) 1 1
- weakened 3% (2016 - 3%) 3,700 934 (1) (1)

(e) Market price risk

Price risk is the risk that the value of a financial instrument will fluctuate due to changes in market prices. As
of the reporting date, the Group is not subject to significant market price risk.

29 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 going concern;

(b) To support the Company’s and the Group’s stabilities and growth;

(©) To provide capital for the purpose of strengthening the Company’s and the Group’s risk
management capabilities; and

(d) To provide an adequate return to shareholders.

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.
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29 Capital management (Cont’d)

The Group monitors capital using a gearing ratio, which is total net debt divided by total capital:

Group Company

2017 2016 2017 2016

RMB’000 RMB’000 RMB’000 RMB’000

Borrowings 936,484 1,137,300 - -

Less: Cash and cash equivalents (including non-

current fixed deposits pledged) (354,903) (262,216) (306) (1,036)
Total net debt 581,581 875,084 (306) (1,036)
Total equity 903,620 927,057 354,367 356,667
Total capital 1,485,201 1,802,141 354,061 355,631
Gearing ratio 39% 49% 0% 0%

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 2017 and 2016.

The Group is not subject to externally imposed capital requirement.
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Class of shares . Ordinary Shares

Voting rights excluding treasury shares . One vote per ordinary share
No. of issued shares excluding treasury shares : 532,000,641

No. of treasury shares . 1,650,000

No. of subsidiary holdings . 0

Percentage of treasury shares & subsidiary holdings : 0.31%

DISTRIBUTION OF HOLDERS OF SHARES BY SIZE OF SHAREHOLDINGS AS AT 22 MARCH 2018

Size of Shareholdings No. of Holders % No. of Shares %

1-99 4 0.21 98 0.00
100 - 1,000 53 2.75 46,344 0.01
1,001 - 10,000 781 40.47 5,630,902 1.04
10,001 - 1,000,000 1,067 55.28 77,005,862 14.47
1,000,001 and above 25 1.29 449,417,435 84.48
TOTAL 1,930 100.00 532,000,641 100.00

TWENTY LARGEST HOLDERS OF SHARES AS AT 22 MARCH 2018

No. Name of Holders of Shares No. of Shares %
1 DBS VICKERS SECURITIES (S) PTE LTD 296,644,700 55.76
2 WHITEFIELD CAPITAL INC. 54,732,241 10.29
3 MAYBANK KIM ENG SECURITIES PTE LTD 18,506,549 3.48
4 UOB KAY HIAN PTE LTD 17,172,500 3.23
5 CITIBANK NOMINEES SINGAPORE PTE LTD 11,521,938 217
6 DBS NOMINEES PTE LTD 8,637,600 1.62
7 GOH BEE LAN 6,165,000 1.16
8 LIM CHAP HUAT 5,950,000 1.12
9 PHILLIP SECURITIES PTE LTD 4,036,400 0.76
10 RAFFLES NOMINEES (PTE) LTD 2,968,507 0.56
11 LIM HAN QIN 2,700,000 0.51
12 UNITED OVERSEAS BANK NOMINEES (PRIVATE) LIMITED 2,233,200 0.42
13 TEOH BOON TECK 2,156,000 0.41
14 TA YOKE PENG EDWARD 1,694,700 0.32
15 LEE MUI MUI JACQUELINE 1,600,000 0.30
16 ONEEQUITY SG PRIVATE LIMITED 1,500,000 0.28
17 LIN ZEWEI 1,449,300 0.27
18 RHB SECURITIES SINGAPORE PTE LTD 1,399,000 0.26
19 FU HO OR LEE SIEW YOKE 1,374,800 0.26
20 OCBC SECURITIES PRIVATE LTD 1,252,000 0.24
TOTAL 443,694,435 83.42

Note: The percentages are computed based on 532,000,641 ordinary shares excluding treasury shares as at 22 March 2018.
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SUBSTANTIAL SHAREHOLDERS AS AT 22 MARCH 2018

No. of shares in which No. of shares in which
substantial shareholders substantial shareholders are
Name of Substantial Shareholders have direct interest deemed to have interest
1 Whitefield Capital Inc. 329,152,241
2 Hu Yanping 329,152,241

Note:
(1) Deemed interest in 329,152,241 shares held by Whitefield Capital Inc. by virtue of Section 7 of the Companies Act, Chapter 50 of Singapore.

On the basis of the information available to the Company as at 22 March 2018, approximately 37.56% of the Company’s
total number of issued shares excluding treasury shares is held in the hands of the public. This is in compliance with
Rule 723 of the Listing Manual of the SGX-ST which requires at least 10% of a listed issuer’s total number of issued
shares excluding treasury shares at all times held by the public.
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NOTICE IS HEREBY GIVEN that the Annual General Meeting (“AGM”) of the Company will be held at Orchard
Room, Level 4, Raffles City Convention Centre, 80 Bras Basah Road, Singapore 189560 on Monday, 30 April 2018
at 10:00 a.m. to transact the following businesses:—

AS ORDINARY BUSINESS

1. To receive and adopt the Audited Financial Statements of the Company for the financial year (Resolution 1)
ended 31 December 2017 and the Directors’ Statement together with the Auditors’ Report.

2. To re-elect the following Directors who are retiring in accordance with the Company’s
Constitution:

(a) Mr Sun Xiao (Retiring under Article 89) (Resolution 2)
(b) Mr Koh Poh Beng (Retiring under Article 88) (Resolution 3)
(c) Mr Lua Poh Huat (Retiring under Article 88) (Resolution 4)

[See Explanatory Note 1]

3. To re-appoint Foo Kon Tan LLP as Auditors of the Company and to authorise the Directors (Resolution 5)
to fix their remuneration.

4. To approve the payment of Directors’ fees of S$100,000/- for the financial year ended (Resolution 6)
31 December 2017. (2016: $200,000/-).

AS SPECIAL BUSINESS
To consider and, if thought fit, to pass the following ordinary resolutions, with or without modifications:—
5. Authority to allot and issue new shares
“That:—
(@) pursuant to Section 161 of the Companies Act, Chapter 50 of Singapore (the “Act”) (Resolution 7)
and the listing rules of the Singapore Exchange Securities Trading Limited (“SGX-ST7),

authority be and is hereby given to the Directors of the Company to:

(i) issue shares in the capital of the Company (“Shares”) whether by way of rights,
bonus or otherwise; and/or

(if) make or grant offers, agreements or options (collectively, “Instruments”) that
might or would require Shares to be issued, including but not limited to the
creation and issue of (as well as adjustments to) warrants, debentures or other
instruments convertible into Shares;

at any time and upon such terms and conditions and for such purposes and to such
persons as the Directors may, in their absolute discretion, deem fit; and
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(notwithstanding the authority conferred by this Resolution may have ceased to be in
force) issue Shares in pursuance of any Instrument made or granted by the Directors
while this Resolution was in force,

provided that:

(i) the aggregate number of Shares to be issued pursuant to this Resolution
(including Shares to be issued in pursuance of Instruments made or granted
pursuant to this Resolution) (the “Share Issues”) shall not exceed 50 per cent
(50%) of the Company’s total number of issued Shares (excluding treasury
shares) (as calculated in accordance with sub-paragraph (b) below), of which
the aggregate number of Shares to be issued other than on a pro-rata basis
to existing shareholders of the Company (including Shares to be issued in
pursuance of Instruments made or granted pursuant to this Resolution) shall
not exceed 20 per cent (20%) of the Company’s total number of issued Shares
(excluding treasury shares) (as calculated in accordance with sub-paragraph (b)
below);

(if) (subject to such manner of calculation as may be prescribed by the SGX-ST) for
the purpose of determining the aggregate number of Shares that may be issued
under sub-paragraph (i) above, the percentage of issued Shares (excluding
treasury shares) shall be based on the Company’s total number of issued Shares
(excluding treasury shares) at the time this Resolution is passed, after adjusting
for:

(A) new Shares arising from the conversion or exercise of any convertible
securities;

(B) new Shares arising from exercising share options or vesting of share
awards which are outstanding or subsisting at the time that this Resolution
is passed; and

(@) any subsequent bonus issue, consolidation or subdivision of Shares;

in exercising the authority conferred by this Resolution, the Company shall comply
with the requirements imposed by the SGX-ST from time to time and the provisions
of the Listing Manual of the SGX-ST for the time being in force (in each case, unless
compliance has been waived by the SGX-ST), all applicable legal requirements under the
Companies Act and otherwise, and the Constitution for the time being of the Company;
and

such authority shall, unless revoked or varied by the Company in general meeting,
continue in force until the conclusion of the next Annual General Meeting of the
Company or the date by which the next Annual General Meeting of the Company is
required by law to be held, whichever is earlier.”

[See Explanatory Note 2]
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6. To transact any other business of which due notice shall have been given.
By Order of the Board

Selena Leong
Company Secretary

13 April 2018
Singapore

EXPLANATORY NOTES:

1. Ordinary Resolutions 3 to 4 — Mr Koh Poh Beng upon re-election as a Director of the Company, remains as Chairman of the Audit Committee and a
member of Nominating Committee and Remuneration Committee. Mr Koh Poh Beng will be considered independent for the purposes of Rule 704(8)
of the Listing Manual of the Singapore Exchange Securities Trading Limited (“SGX-ST”). Mr Lua Poh Huat upon re-election as a Director of the
Company, remains as Chairman of both the Nominating Committee and Remuneration Committee, and a member of Audit Committee. Mr Lua Poh
Huat will be considered independent for the purposes of Rule 704(8) of the Listing Manual of the Singapore Exchange Securities Trading Limited
(“SGX-ST”). Save as disclosed in those sections, there are no relationships including immediate family relationships between each of these Directors
and other Directors, the Company or its 10% shareholders.

2. Ordinary Resolution 7, if passed, will authorise the Directors of the Company to, from the date of the passing of Ordinary Resolution 7 to the date
of the next Annual General Meeting, issue Shares and to make or grant Instruments (such as warrants or debentures) convertible into Shares, and
to issue Shares in pursuance of such Instruments, up to an amount not exceeding in total 50 per cent (50%) of the total number of issued Shares
(excluding treasury shares), with a sub-limit of 20 per cent (20%) of the total number of issued Shares (excluding treasury shares) for issues other than
on a pro-rata basis to existing shareholders of the Company. For the purpose of determining the aggregate number of Shares that may be issued,
the percentage of issued Shares shall be based on the total number of issued Shares (excluding treasury shares) in the capital of the Company at
the time that Ordinary Resolution 7 is passed, after adjusting for:—

(@) new Shares arising from the conversion or exercise of any convertible securities;

(b) new Shares arising from exercising share options or vesting of share awards which are outstanding or subsisting at the time that Ordinary
Resolution 7 is passed; and

(c) any subsequent bonus issue, consolidation or sub-division of Shares.

In exercising the authority conferred by Ordinary Resolution 7, the Company shall comply with the requirements of the SGX-ST (unless waived by
the SGX-ST), all applicable legal requirements and the Company’s Constitution. This authority, will, unless revoked or varied at a general meeting,
expire at the next Annual General Meeting of the Company or the date by which the next Annual General Meeting of the Company is required by
law to be held, whichever is the earlier.
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NOTES:

1. (@) A member who is not a relevant intermediary is entitled to appoint not more than two proxies to attend, speak and vote at the meeting. Where
such member’s form of proxy appoints more than one proxy, the proportion of the shareholding concerned to be represented by each proxy
shall be specified in the form of proxy.

(b) A member who is a relevant intermediary is entitled to appoint more than two proxies to attend, speak and vote at the meeting, but each proxy
must be appointed to exercise the rights attached to a different share or shares held by such member. Where such member’s form of proxy
appoints more than two proxies, the number and class of shares in relation to which each proxy has been appointed shall be specified in the
form of proxy.

“Relevant intermediary” has the meaning ascribed to it in Section 181 of the Companies Act, Chapter 50 of Singapore.
2. A proxy need not be a member of the Company.

3. The instrument appointing a proxy or proxies must be deposited at the office of the Company’s Share Registrar, Tricor Barbinder Share Registration
Services, at 80 Robinson Road, #11-02, Singapore 068898, not less than 72 hours before the time appointed for the holding of the Annual General
Meeting.

PERSONAL DATA PRIVACY:

By submitting an instrument appointing a proxy(ies) and/or representative(s) to attend, speak and vote at the Annual General Meeting and/or any
adjournment thereof, a member of the Company (i) consents to the collection, use and disclosure of the member’s personal data by the Company
(or its agents or service providers) for the purpose of the processing, administration and analysis by the Company (or its agents or service providers)
of proxies and representatives appointed for the Annual General Meeting (including any adjournment thereof) and the preparation and compilation of
the attendance lists, minutes and other documents relating to the Annual General Meeting (including any adjournment thereof), and in order for the
Company (or its agents or service providers) to comply with any applicable laws, listing rules, take-over rules, regulations and/or guidelines (collectively,
the “Purposes”), (i) warrants that where the member discloses the personal data of the member’s proxy(ies) and/or representative(s) to the Company
(or its agents or service providers), the member has obtained the prior consent of such proxy(ies) and/or representative(s) for the collection, use and
disclosure by the Company (or its agents or service providers) of the personal data of such proxy(ies) and/or representative(s) for the Purposes, and
(iii) agrees that the member will indemnify the Company in respect of any penalties, liabilities, claims, demands, losses and damages as a result of the
member’s breach of warranty.
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1. Relevant intermediaries as defined in Section 181 of the
(Company Registration No. 200406502E) Companies Act, Chapter 50 of Singapore may appoint more
than two proxies to attend, speak and vote at the Annual
General Meeting.

2. For CPF/SRS investors who have used their CPF monies
to buy Sunvic Chemical Holdings Limited shares, this
form of proxy is not valid for use and shall be ineffective
for all intents and purposes if used or purported to be
used by them. CPF/SRS investors should contact their

PROXY FORM respective agent banks if they have any queries regarding

their appointment as proxies.

3. By submitting an instrument appointing a proxy(ies) and/
or representative(s), a member accepts and agrees to the
personal data privacy terms set out in the Notice of Annual
General Meeting dated 13 April 2018.

(Incorporated in the Republic of Singapore)

I/We (NRIC/Passport No./Co Reg Number)

of
being a *member/members of Sunvic Chemical Holdings Limited (the “Company”), hereby appoint

Proportion of shareholdings

Name Address NRIC/Passport No to be represented by proxy (%)

and/or (delete as appropriate)

Proportion of shareholdings

Name Address NRIC/Passport No to be represented by proxy (%)

or failing him/them, the Chairman of the Annual General Meeting (“AGM”), as my/our proxy/proxies to attend, speak and vote for
me/us on my/our behalf at the AGM of the Company to be held at 10.00 a.m. on Monday, 30 April 2018 at Orchard Room, Level 4,
Raffles City Convention Centre, 80 Bras Basah Road, Singapore 189560 and at any adjournment thereof. I/We direct my/our proxy/
proxies to vote for or against the resolutions to be proposed at the AGM (of which Resolution Nos. 1 to 7 will be proposed as Ordinary
Resolutions) as indicated hereunder. If no specific direction as to voting is given, the proxy/proxies may vote or abstain from voting
at his/their discretion, as he/they may on any other matter arising at the AGM.

No. | Resolutions relating to: For Against

1. | To receive and adopt the Audited Accounts for the financial year ended
31 December 2017 and the Directors’ Statement together with the Auditors’
Report thereon

2. To re-elect Mr Sun Xiao who is retiring pursuant to Article 89 of the
Company’s Constitution

3. To re-elect Mr Koh Poh Beng who is retiring pursuant to Article 88 of the
Company’s Constitution

4. To re-elect Mr Lua Poh Huat who is retiring pursuant to Article 88 of the
Company’s Constitution

5. | To re-appoint Foo Kon Tan LLP as Auditors and to authorise the Directors
to fix their remuneration

6. | To approve the payment of Directors’ Fees of S$100,000/- for the financial
year ended 31 December 2017

7. To authorise Directors to allot and issue shares

* Voting will be conducted by poll. If you wish to exercise all your voted “For” or “Against” the relevant resolution, please tick (y/) within the relevant
box provided. Alternatively, if you wish to exercise your votes both “For” and “Against” the relevant resolution, please indicate the number of shares
in the boxes provided.

Dated this day of 2018.

Total Number of Shares held™ "

Signature(s)/Common Seal of Member(s)
IMPORTANT: PLEASE READ NOTES OVERLEAF



NOTES TO PROXY FORM:

1. If the member has shares entered against his name in the Depository Register (maintained by The Central Depository (Pte) Limited), he should
insert that number of shares. If the member has shares registered in his name in the Register of Members (maintained by or on behalf of the
Company), he should insert that number of shares. If the member has shares entered against his name in the Depository Register and shares
registered in his name in the Register of Members, he should insert the aggregate number of shares. If no number is inserted, this form of proxy
will be deemed to relate to all the shares held by the member.

2. (@) A member who is not a relevant intermediary is entitled to appoint not more than two proxies to attend, speak and vote at the Annual
General Meeting. Where such member’s form of proxy appoints more than one proxy, the proportion of the shareholding concerned
to be represented by each proxy shall be specified in the form of proxy.

(b) A member who is a relevant intermediary is entitled to appoint more than two proxies to attend, speak and vote at the Annual General
Meeting, but each proxy must be appointed to exercise the rights attached to a different share or shares held by such member. Where
such member’s form of proxy appoints more than two proxies, the number and class of shares in relation to which each proxy has
been appointed shall be specified in the form of proxy.

“Relevant intermediary” has the meaning ascribed to it in Section 181 of the Companies Act, Chapter 50 of Singapore.
3. A proxy need not be a member of the Company.

4. The instrument appointing a proxy or proxies must be deposited at the office of the Company’s Share Registrar, Tricor Barbinder Share
Registration Services, at 80 Robinson Road, #11-02, Singapore 068898, not less than 72 hours before the time appointed for the holding of
the Annual General Meeting.

5. Completion and return of this instrument appointing a proxy or proxies shall not preclude a member from attending and voting at the Annual
General Meeting. Any appointment of a proxy or proxies shall be deemed to be revoked if a member attends the Annual General Meeting in
person, and in such event, the Company reserves the right to refuse to admit any person or persons appointed under the instrument of proxy,
to the Annual General Meeting.

6. The instrument appointing a proxy or proxies must be under the hand of the appointer or his attorney duly authorised in writing. Where the
instrument appointing a proxy or proxies is executed by a corporation, it must be executed either under its common seal or under the hand of
its attorney or a duly authorised officer.

7. Where an instrument appointing a proxy or proxies is signed on behalf of the appointor by an attorney, the letter or power of attorney or a duly
certified copy thereof must (failing previous registration with the Company) be lodged with the instrument of proxy, failing which the instrument
may be treated as invalid.

8. The Company shall be entitled to reject an instrument appointing a proxy or proxies which is incomplete, illegible or where the true intentions
of the appointor are not ascertainable from the instructions of the appointor specified in the instrument (including any related attachment). In
addition, in the case a member whose shares are entered in the Depository Register, the Company may reject an instrument appointing a proxy
or proxies if the member, being the appointor, is not shown to have shares entered against his name in the Depository Register as at 72 hours
before the time appointed for holding the Annual General Meeting, as certified by The Central Depository (Pte) Limited to the Company.

9. An investor who buys shares using CPF monies (“CPF Investor”) and/or SRS monies (“SRS Investor”) (as may be applicable) may attend and
cast his vote(s) at the Annual General Meeting in person. CPF and SRS Investors who are unable to attend the Annual General Meeting but
would like to vote, may inform their CPF and/or SRS Approved Nominees to appoint the Chairman of the Annual General Meeting to act as
their proxy, in which case, the CPF and SRS Investors shall be precluded from attending the Annual General Meeting.
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