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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, AMER), Acrylate Esters
(AE, AMGERES), as well as PMIDA (N-phosphonomethy
Iminodiacetic Acid, X HE) and glyphsate (EHE)
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 killer).

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
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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.
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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”], | would like to present our
Annual Report for the financial year
ended 31 December 2016 ("FY2016").

FY2016 presented many challenges
as the oversupply situation in the
acrylic acid industry persisted. As the
global economy remained sluggish,
uncertainty in the political situation
further compounded the difficult
business environment.

PERFORMANCE REVIEW

During the year, overall revenue
decreased by 1.6% to RMB2,133.6
million as compared to RMB2,167.2
million in the year before. This
was mainly due to a decrease in
revenue from sale of acrylic acid
(“AA”) and acrylate esters ("AE"),
as well as PMIDA and glyphosate
by RMB32.2 million and RMB77.7
million respectively, which was
mainly attributable to lower average
selling prices year-on-year.

Sale volume of AA and AE registered
a slightly decrease of 2.0% from
260,300 tonnes in FY2015 to 255,100

tonnes in FY2016, but average
selling price per tonne dipped
from RMB6,700 in the year before
to RMB6,000 during the reporting
year. The low average selling price
was due to the intense competition
resulted from the overcapacity
situation of AA in the People’s
Republic of China ("PRC").

Separately, sale volume and
average selling prices of PMIDA
and glyphosate also fell in FY2016
as compared to the corresponding
period last year.

On the other hand, these decreases
were partially offset by an increase
in revenue of RMB76.2 million from
the sale of other chemical products.

DEVELOPMENTS DURING THE YEAR
As a result of the current market
situation, our joint venture partner,
Arkema Asie SAS (“Arkema”) has
decided not to raise their stake in the
joint venture entity, Taixing Sunke
Chemical Co. Ltd. ("Sunke” or “JV”)
with our subsidiary, Taixing Jurong
Chemical Co. Ltd. ("Taixing Jurong”)
from 55% to 67% as disclosed in
prior announcements.



Despite this, the Group and Arkema
remain strong joint-venture partners
as we continue to tap on the synergy
of this partnership to benefit from
the long-term prospect of AA and
AE industry. This JV allows us to
capitalise on Arkema’'s technical
expertise, operation management
and trusted safety standards, as well
as utilise credit facilities of banks to
strengthen our cashflow position.

As such, we have agreed to maintain
Arkema’s equity holdings in the
JV partnership at 55%. With this
agreement, Sunke and Arkema
extended RMB800 million to Taixing
Jurong accordingly for the Line 3
Assets which have been injected into
Sunke in July 2015 previously and
to maintain the respective JV equity
stakes.

After having taken into consideration
of the current unfavourable market
condition, the Group has signed a
framework agreement in September
2016 to divest its entire stake in one
of its subsidiaries, Jiangsu Jurong
Petrochemicals Co. Ltd. ("JJP")
to an unrelated third party for a
consideration up to RMB388 million.
The proposed disposal included heavy
oil cracking and methyl tertiary butyl
ether ("MTBE") production facilities
as well as a jetty located at the
Group’s Xiangshui site. The detailed
terms and conditions were disclosed
in the Company’s announcement on
2 September 2016.
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The Group believed that the disposal
of JJP created an opportunity

for us to divest a loss-making
business, as we managed to realise
a significant amount of cashflow
from this transaction. This will also
enable us to channel our resources
towards enhancing more favorable
functions, while focusing on our core
businesses.

OUTLOOK

We expect the business conditions
to remain challenging in the near
future and selling price may be still
under pressure due to some new
capacity being released in 2017
which added more pressure to the
current 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.

There is stable demand for both AA
and AE in the various downstream
industries, such as SAP, coatings,
adhesives, textiles and the growing
water treatment industry. We
maintain our view that the market will
need time to absorb the overcapacity
in the market but we believe that
the industry is bottoming out, with
the possibility of rebound in due
time. With this in sight, we anticipate
production to rationalise and market
price to stabilise subsequently.
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Meanwhile, we will continue to
improve our operation productivity
to boost margins as we maintain
our market position as the key
manufacturer in the AA and AE
industry. Moving forward, we
will continue to explore strategic
mergers and acquisitions ("M&A”)
opportunities pertaining to upstream,
downstream or related chemical
products for our business expansion
in the future. We believe that this
would enable us to reap greater
efficiency and synergistic benefits,
as we move towards integrating and
consolidating our business processes
for the purpose of expansion.

ACKNOWLEDGEMENTS

| would like to extend my appreciation
to Mr. Siow Chee Keong and Mr. Yap
Chee Wee, who have stepped down
as Independent Directors of the
Company on 25 November 2016 and
19 December 2016 respectively, for
their contribution and guidance to the
Group during their terms of services.

On behalf of the Board, | would like
to thank our valued shareholders,
business partners and associates for
their unwavering support and faith
in us throughout these challenging
times. | would also like to express
my deepest gratitude to our staff,
management and fellow directors
for their commitment and hard work
that have helped the Group overcome
obstacles and stay resilient. | look
forward to journeying on this course
with you together in the coming
years.

SUN XIAO
Executive Director & CEO
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OPERATIONS AND

FINANCIAL REVIEW

As the AA and AE oversupply
situation in the PRC persisted, the
Group’s performance continued
to be impacted accordingly.
Nevertheless, we have rode against
these headwinds to produce resilient
results that were in line with our
expectations.

PERFORMANCE OVERVIEW

In FY2016, the Group registered
a decline of 1.6% or RMB 33.7
million in revenue to RMB 2,133.6
million against RMB 2,167.2 million
in FY2015, as a result of a drop in
revenue contribution from AA and
AE, as well as PMIDA and glyphosate
by RMB 32.2 million and RMB 77.7
million respectively, which were
partially offset by a surge in revenue
contribution from other chemical
products by RMB 76.2 million.

The decline in AA and AE revenue was
mainly due to lower average selling
price year-on-year. Concurrently,
sale volume and average selling
prices of PMIDA and glyphosate also
fell during the reporting year.

Overall gross profit margin improved
from negative 9.9% in FY2015 to
positive 3.3% in FY2016. This was
mainly due to higher average selling
prices for AA and AE in Q4 2016, while
the average selling price of the main
raw material, propylene, remained
stable during the same period.

Correspondingly, the Group realised
a gross profit of RMB 70.1 million
during the year in review against a
gross loss of RMB 215.0 million in
FY2015. Sale of AA and AE as well as
other chemical products contributed
gross profit of RMB 60.2 million
and RMB 17.4 million respectively
in FY2016, while sale of PMIDA and
glyphosate contributed a gross loss
of RMB 7.5 million in FY2016.

Other operating income included a
RMB 100.0 million gain on agreement
with Arkema on the new shareholding
structures and new terms on the JV
with Arkema and RMB 2.7 million of
interest income, which was in the
absence of RMB 46.0 million from
Arkema paid for extension of the

First Call Option pursuant to the JV
agreement with Arkema in FY2015.
Additionally, sale of steam and
provision of waste water treatment
services, as well as other items
contributed RMB 36.0 million and
RMB 23.4 million respectively to
other operating income. As compared
to the amount of RMB378.3 million in
FY2015, there was a large decrease
in the sale of propylene and other
crude residuals to the JV entity as the
JV had taken over the procurement of
its own raw materials.

Concurrently, distribution expenses
dipped by RMB 39.0 million to RMB
36.2 million in FY2016 as compared
to RMB 75.2 million in FY2015. This
was mainly attributable to our efforts
to focus on sale to customers located
nearer to our production plants,
resulting in reduced transportation
costs. Consequently, administrative
expenses also decreased by RMB 92.5
million to RMB 173.0 million during
the reporting year against RMB 265.4
million the year before. This was due
to the incurrence of a smaller foreign



exchange loss of RMB 13.7 million
as a result of a slight depreciation
of RMB against USD, as well as the
effective implementation of cost-
cutting measures.

As a result, net profit attributable to
the Company was a narrowed net loss
of RMB 341.5 million as compared
to a net loss of RMB 779.5 million
in FY2015. Earnings per share was a
narrowed loss of RMB 64.2 cents as
compared to RMB 146.2 cents in the
year before. The Group’'s net asset
value per ordinary share stood at
RMB 188.8 cents as at 31 December
2016 against RMB 252.9 cents one
year before.

AA AND AE

Segmental revenue for AA and AE
reported a decrease of RMB 32.2
million or 1.9% to RMB 1,697.2 million
during the year in review. This was
caused by a 10.4% dip in average
selling price per tonne of AA and AE
from RBM 6,700 in FY2015 to RMB
6,000 in FY2016, as affected by the
oversupply situation of AA in the PRC.
Sale volume of AA and AE decreased
from 260,000 tonnes in FY2015 to
255,100 tonnes in FY2016.

Meanwhile, gross profit margin for
sale of AA and AE stood at positive
3.5% in FY2016 as compared to
negative 13.5% in FY2015 due to
higher average selling prices for AA
and AE in 4Q2016.

BALANCE SHEET AND CASHFLOW
HIGHLIGHTS

As at 31 December 2016, the value
of the Group’s property, plant and
equipment (“PPE”) decreased by RMB
277.2 million to RMB 1,206.6 million
as compared to RMB 1,483.8 million
as at 31 December 2015. This was
mainly due to depreciation charge and
impairment allowance made on PPE
in FY2016, which was partially offset
by addition of property, plant and
equipment during the same period.

Meanwhile, other non-current assets
stood at RMB 86.4 million as at
31 December 2016 compared to Nil as
at 31 December 2015. This was due to
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a reclassification made for the value-
added tax recoverable from “current”
assets to “non-current” assets as this
amount will not be recovered within
the next 12 months.

As at 31 December 2016, inventories
declined by RMB 51.4 million to RMB
81.9 million during the year against
RMB 133.3 million a year ago. This
was mainly attributable to a decrease
in the quantities and unit cost of raw
materials and finished goods.

Additionally, trade and other
receivables fell by RMB 674.5
million to RMB 990.3 million as at
31 December 2016 compared to RMB
1,664.8 million as at 31 December
2015. This was the result of a
decrease in trade receivables from
the joint venture entity and notes
receivable amounted to RMB 349.4
and RMB 97.7 million respectively, as
mentioned above, a reclassification
of value-added tax recoverable
amounted to RMB 86.4 million from
“current” assets to “non-current”
assets, as well as recognition and
adjustments made on deferred tax
assets and other taxes receivable
brought forward from prior years to
income tax expense.

Trade and other payables decreased
by RMB 378.5 million to RMB 646.0
million as at 31 December 2016.
This was mainly due to lower trade
and notes payable for purchase of
propylene for our own production
needs as well as sale to the joint
venture entity.

With repayments made during the
year, total non-current and current
interest-bearing liabilities decreased
by RMB 274.7 million to RMB1,137.3
million as at 31 December 2016
compared to RMB1,412.0 million as
at 31 December 2015.

Shareholder’s equity dipped 25.4% to
RMB 1,004.2 million during the year.

In FY2016, operating activities
resulted in positive cashflow of
RMB 308.9 million mainly due to
depreciation charge, interest expense
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as well as decrease in trade and other
receivables and inventories. These
were partially offset by interest
income, reversal of write-down of
inventories as well as an increase in
trade and other payables.

Separately, financing activities
resulted in negative cash flow of RMB
235.1 million in FY2016 mainly due
to repayments of bank loans as well
as interest paid, which were set off
by proceeds from bank loans and a
decrease in pledged deposits.

Concurrently, there was a net cash
outflow of RMB 56.0 million in FY2016
from the Group’s investing activities
mainly due to purchase of property,
plant and equipment in FY2016,
that was partially offset by interest
received.

As a result of the above, cash and
cash equivalents increased from
RMB 173.6 million as at 31 December
2015 to RMB 196.5 million as at
31 December 2016.

CONCLUSION

The Group expects headwinds to
persist in the business environment
in the near future as caused by the
oversupply of AA in the PRC market.
In spite of this, we maintain our
confidence in the long-term prospects
of the AA and AE industry as these are
fundamental chemical raw materials
necessary for many industrial and
consumer products.

Moving forward, we do foresee global
demand for AA to eventually outstrip
the excess supply in the market to
maintain an equilibrium state. As
such, we are continually improving
our productivity and expertise from
partners and associates to enhance
our systems and processes, as well
as cashflow management, so as to
maintain our leading position in the
AA industry.

We are also actively exploring and
seeking collaboration opportunities
that can provide operational and
investment synergy to our business,
even as we take steps to boost our
earnings and financial position.
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BOARD OF DIRECTORS

SUN XIAO
Executive Director and CEOQO

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.

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 JJC'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 2003. 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.



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.

SUNVIC CHEMICAL HOLDINGS LIMITED
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RAYMOND ONG SIE HOU

Independent Director
RAYMOND ONG SIE HOU is our Independent Director
and was appointed to our Board on 27 February 2006.
Currently, he is a director of CTLC Law Corporation,
a firm of advocates and solicitors in Singapore. He
was previously a partner of Rajah & Tann of which he
has been with from May 2002 to March 2010. From
1998 to 2001, Raymond Ong was an associate lawyer
at Colin Ng & Partners. Prior to that, he was practicing
at Joseph Tan Jude Benny & Scott between 1997 and
1998 and Chong Yeo & Partners between 1996 and
1997. He graduated from the National University of
Singapore with a Bachelor of Law in 1995 and was
admitted as an advocate and solicitor of the Supreme
Court of Singapore in 1996. His main area of practice is
in litigation and international arbitration in commercial,
banking, transportation and shipping matters.
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KEY EXECUTIVES

LIM JIN SIN CHEN WEIHUA
Group Financial Controller Finance Manager

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
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
Jiangsu Guanhe Group, in charge
of the group’s accounting matters.

Weihua is our finance

and director of

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
JJC 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])

2,133.6 2,167.2 49646  6,325.8

» » » »
u | u I H I il
2016 2015 2014 2013

REVENUE BY PRODUCTS (RMB’ MILLION]

1,697.2 11.7 424.7
» » »
{ F o

2016

NET PROFIT ATTRIBUTABLE
TO SHAREHOLDERS (RMB’ MILLION]

(341.5)  (779.5)  (129.8) 384.8
r » » » »

2016 2015 2014 2013

GROSS PROFIT (RMB’ MILLION)

70.1 (215.0) 1995 934.4
» I > > >

2016 2015 2014 2013

1,729.4 89.4 3485
» » »

2015

AA & AE SALES VOLUME (TONNES)

255,114 260,308 440,411 512,163

i

2016 2015 2014 2013
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QUALITY LEADS
TO QUANTITY

SUPER ABSORBENT POLYMERS (SAP)

. - ¢ Disposable Baby Diapers
. F.,-"'r’-' o Female Hygiene Products

ACRY. e Adult Incontinency Products

# POLYACRYLATES

e Water Treatment

.
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CORPORATE INFORMATION

BOARD OF DIRECTORS

Sun Xiao (Executive Director and CEO)

Yang Guogiang (Executive Director)

Zhu Wuling (Executive Director)

Siow Chee Keong (Lead Independent Director)
(Resigned on 25 November 2016)

Raymond Ong Sie Hou (Independent Director])
Yap Chee Wee (Independent Director])
(Resigned on 19 December 2016)

COMPANY SECRETARIES
Teo Meng Keong
Lee Wei Hsiung

REGISTERED OFFICE
112 Robinson Road
#12-04 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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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
“2012 CG Code”). 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 Manual of the Singapore Exchange Securities Trading Limited (the "SGX-ST").

FIMTERBRAIEN “AT” INESE (“BBR") BNFEEVAINERESTATP(SH “€EA” ), EI2012
EASBSIEN(ER “20128M” ), BHRNTSNENEIWEIR. RY=AREAESLMBAWFZEKSENREEIBIE,
EANHEERNINEWEIE, WRETHIRKIESLSZAET “HRA” 16 (CHF .

BOARD MATTERS
EESSH

Principle 1: Board’s Conduct of Affairs

RN: ESSNESNERE

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:
ESERBENEENEEHTEEEENRA, S82NREATRIPURERRVKBRNENOR. BRINTHEENX
%, EBTHBHNEASSEE:

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

HEEBNEZDT. SSANBER, HhiZBEmsBEmR;

(b) reviewing Management performance;
BRERERIN:
(c] conducting periodic reviews of the Group's internal control, risk management, financial performance,

compliance practices, information technology controls and resources allocation;

FONEBMENEE. NEER. MSITIRR. SO LEK, EBREAREANZREEHRTEHNE;

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

WEFENE . EAMBOZE. REFFERZW;

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

MEEBWSHZERT, URABEIWEIESEIIIRE;

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

WEMNSBXSH TBMANHRIRSHINATNEE: MR

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

ERRIABFELEVBINA, MR EEERS, (FATWREBAMS—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.

EEHFTESHRXEW, XSEBMEENFEVRIESRASHHREBE—H. EBZZNRICEEAERTZONIR
BH. ROBEATATEZTRIBEZWASNAZNOERASHES=

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

BRESZZWUN, BEERUREROESEIREDNTE B

The Company has adopted internal guidelines setting forth (a) the matters reserved for the Board's decisions 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:

NIRRT ABESRU: (o) BESZRENZ: (b) WIDESEHENSNBESEOSFERERRER. K3
U TSBFZWARZBESIE:

(a) material acquisitions and disposal of assets;
BEARNAEWENLE;

(b) corporate or financial restructuring;
/ST 5E8EH;

(c] share issuance, dividends and other returns to shareholders;

REXRT. RRNATCHRFNE:

(d) matters as specified under the Group’s Interested Person Transaction Policy; and

NRARKITRBBRME NOBXEER: A

(e any major investment or expenditure.

PIEEARTARL.

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 Siow Chee Keong, to
co-ordinate and lead the Independent Directors and to provide a non-executive perspective and to contribute healthy
balance of view-points. Mr Siow had on 25 November 2016 resigned from the Company.

NINBHEHEGRE, EFERT=1TZR%, UFHERE. FHERSHNREDZERE. W NTNRES=HVR
I, AIYEEERSTBEENERRIES, ENFNASRIESNENEMIFNTARONARERE L&
Ko MBET2016F118258HANTESIRS.

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.

SEETUNEBNE, IMARERZHEREGT WA RVAHHIM AN EEGREFINEFHTRINNRE.



—

SUNVIC CHEMICAL HOLDINGS LIMITED @
2016 ANNUAL REPORT

CORPORATE GOVERNANCE REPORT
SRR

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.
PrEEKERNEEXEMER. TIURR. WSENANBIBEKE URUSBREENSSTENBHTAS . &ME
BB ESNE. FRH. TUDEURWISHOMSNEAMEDBIIRE, BRDRTRE.

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.

—BEIHNES, NIARESRE—HEANELX, HIIBRESHEARZE. TAREESELNNESEE
ZRSZEIL MNMEFLSH AR, BUIKIREMICRINERED, RHFANEDEREN, BEEEHEAN
RINVME. SEBABNATCRBERUREENTWIR. ESMEEN=SNERNEEREHSEREDBIREG
X EDWZIRREE— 5%

Principle 2: Board's Composition and Guidance

RN2: ESEERNES

The Board as at 31 December 2016 has four Directors of whom three are Executive Directors and one Independent
Director.

HE2016F128318, EF=ESONUES, HP=(TANTESN—INRITES.

Following the resignation of Mr Siow Chee Keong as the Lead Independent Director of the Company on 25 November
2016 and Mr Yap Chee Wee as the Independent Director of the Company on 19 December 2016 (collectively referred to
as the "Resignations”), the Company has not been able to maintain a good balance between the number of Executive
and Non-Executive Directors with a strong and independent element on the Board. Further, the requirement of the
2012 CG Code that at least one-third of the Board consists of independent directors is not met. The Company will
endeavor to appoint suitably qualified candidates as independent directors of the Company and shareholders will
be kept updated in this regard.

NONEBRITESRFTRICET2016F 1138258 FHAESNL, HEHILEBRT2016F128198HAESRN0I. 4
IFRC G, RYRERBERESENTEZSIFNTESHENLEURESZREREBORITM. 15, 2012&
NBBRESEMREDE=DLZ—BRIIES, NTREBHTSHER. RYRERASEHEZEEES AIBEELTHY
MITEE. RIYREFIEHERVBRRE.

Following the Resignations, the Board currently does not have the appropriate mix of core competencies and diversity
of experience, in particular in the area of accounting or finance to contribute to the Company’s businesses. Further,
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 profiles of the Directors are set out on pages 10 and 11 of this Annual Report.
HIHRCE, ATESZERNREZNNLHNHEESBHRESENNMN, FRIZRRSZUAVSLBNESN
NIWHHAM. BE, ESHANPUIEHRE—, WRBESHREAN, WAT=ZRESZEBUESHEA
. SUESHEDHFBEBLAFERSHE108 11 R,
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Following Mr Sun Liping 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.
BEEIIFAEENEZEERBOVNRMDR TR, ATELEEEEMGA LE. R, 8—RPNEBIZZWIREFAR, &
EoER—NUESBEZNER. —BAESEHNAL, ZREHRZMMIEATMAS.

In the absence of the necessary number of independent directors, the Board considers that the present board size
and number would not be able to facilitate appropriate and effective decision-making to comply with the 2012 CG
Code and applicable rules on interested related party transactions. Nevertheless, the Board would still be able to
provide effective decision-making on the Group’s business operations.

BFRZEBHRIES, ESTINN, BRNESEMRAMNEANTE2012ENEEHBXIME, FEBHENED
NWKRKORZEEHTESNBREVARR. R, ESIDEBNED WS EIFSBRFEHOVAR.

The Board has taken the following steps to maintain or enhance its balance and diversity:

ESTKMT U TN BERER ESNVENDEM:

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

REZRZ/FNNIEES RN ESNTIRESEZ A MR

o 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.

ESREENESAEORERTVG, UITRESZERSPLEEWEEN.

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.

REERTRNWRLBHROSRHETER, UESHNESAEREBIEES.

The independence of each Director is also reviewed by the NC. The NC adopts the 2012 CG Code’s definition of what
constitutes an independent director in its review.

REZEFRCUEMNBUESHRITE. BBERERA2012ENXRITESEIRITEE N

Following the Resignations, the NC would not be able to convene any meeting in the absence of the requisite quorum
to perform its duties and responsibilities. The Company will endeavor to appoint suitably qualified candidates as
independent directors of the Company so as to enable the reconstitution of the NC and shareholders will be kept
updated in this regard.

UEMNESHRG, BZERACHTRERECAMMEESHEIEN, FEETHRRR. AYRERNDITHAE
ESBRIEAKEBEATNRIIES, LERIZRZEEHNEN. ATEHUENOHESRNREK.

The Board (without Independent Directors) had also conducted a rigorous review on Mr Raymond Ong Sie Hou (who
has been on the Board since 27 February 2006). Although, he has served beyond nine years, the Board is of the view
that Mr Raymond Ong Sie Hou is considered independent as he is only involved in the Board's strategic matters
and has never been involved in any daily operational matters. Further, he has no relationship with the Company, its
related corporations, its shareholders or its officers that could interfere, or be reasonably perceived to interfere,
with the exercise of his independent business judgment of the Group's affairs with a view to the best interests of
the Company.

EEC (A SRITESIBND TRELFHT T BTG (R F2006F28278288). REMELNRTIRFSBILIFLI
8, EBRUNN, HITRFERRIYN, MRSSEENRWAREE, MEESSBENEE. 58, h5RT.
KXHAT. REURATEEENSBEEMXE, BeBURZHT1F, HERBLURTIOVANN EBNSSREEA T
NIWBRDABE.
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Subject to the appointment of a new director who is ordinarily resident in Singapore ("Resident Director”), at the
forthcoming Annual General Meeting ("AGM”), Mr Ong, who has indicated that he does not wish to seek re-election,
will retire from being a Director of the Company pursuant to Article 89 of the Company’s Constitution. In the event
that a Resident Director is not yet appointed by then, Mr Ong shall continue to remain as a Director of the Company
until such time that the appointment of a Resident Director is made and effected.

WRNATBAT —DEEEFNENFES ( “AMES” ) , §EETCRBNEERFIAT AT KEBIRZE, BRI,
RIRBAT (FiE) $89%, HERIEFRNN: WRINAINLEBRAMES, WRLEMNRREBENTE
£, BARTEBRAAFAESNIL.

Principle 3: Chairman and Chief Executive Officer

RN3: EFNEENITE

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 ("CEO”) of the Company.

NIERBEIHNESEER. NTERERNBARFUSZHE. IRLEBRRATNSHBNITE.

Arising from the Resignations, the Board is currently unable to maintain sufficient strong independent element in
the Board to enable independent exercise of objective judgment on corporate affairs of the Group.

BFULMUESHIR, ESERITEBREERBIRIIME, MEEESENEDSI R TRIIRSUEIH KT

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 Director.

BRYBEEBNBEELEZIN, INREELNRESENEEZEREES, HNOEHESENLTEREZE, QAT
HRFCBERMBHMRE. HE. ERUEARNKL. MeHESESERBEEURNIESNRIESCENER
MR

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.

MHAERRAIBB/EIWBIBESHH, HRESSNARNEBECNTNT SRS ERESRhBHES.

The Company currently does not have a Lead Independent Director 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.

NDERNEEERMIIES. Alt, RESEO5RD, TUBYESRERAEDNERBIIBAVS 2 H; EMHIIR
BERBBE I FMBCRRIIETXXAEA.

During his tenure, Mr Siow as the Lead Independent Director of the Company, had chaired meetings with the
Independent Directors without involvement of the Executive Directors, to aid and facilitate well-balanced viewpoints
of the Board.

ERFEEIEFLTSHBRITESHE, MERFITAEBNTESHRIIESHZYN, FBIESZRDFEIV AR
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NOMINATION MATTERS
RBEFH

Principle 4: Board Membership
R4 ESSHR

The NC makes recommendation to the Board on all board appointments. The NC currently comprises one member,
Mr Raymond Ong Sie Hou, who is also the Chairman of the NC. The Company will endeavor to appoint suitably
qualified candidates as independent directors of the Company so as to enable the reconstitution of the NC and
shareholders will be kept updated in this regard.

RIYZERZNESUARNZERDRY . BRERZARERTRLE—A, (MBOREDZRZNLERE. RIERE
NISERAZESBOREAMENATVIRIIES, DEHANREDZERE. RO=RNORKFRSISORIHERE.

The nature of the Directors” appointment on the Board and details of their membership on the Board committees
as at 31 December 2016 are set out below:

#HX22016F1283318, EFESESHRULESZERSAROFDERL TEK:

Board of Directors Board Membership Audit Remuneration| Nominating
= BESEMR BHItERS FHERS RBERS
Sun Xiao Executive Director and CEO

INGR NITESHRERENITE

Yang Guogiang Executive Director

mER NITESE

Zhu Wuling Executive Director

EN=] 7 NITES

Raymond Ong Sie Hou Independent Director Member Member Chairman
FI= BITEE "R R ES

Siow Chee Keong

SR

(Resigned on 25 November 2016)
(20165115258 & HR)

Yap Chee Wee

Ot

(Resigned on 19 December 2016)
(2016128198 &)

The NC has adopted written terms of reference that describes its duties and responsibilities.
RBERSRKN T BB RBENSSRANSEFTR.
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The principal functions of the NC are as follows:

B3

(a)

(b)

(c)

(d)

(e

(f)

EREHERIREWN T

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], 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;
DES-HEEMEEXESENSEE, REEB(EFBFNRTEIINABRNEXABIL: BREX, &F, 2510
[EEINE#ETESH TG, ARESUVAEEBRARE R/ D =F —XREFIRSNEENEL;

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;

OEBCHEBTATES, FAIRNERWBINEBNTE, BAETINESE;

to determine annually whether or not a Director is independent;

BEWLEEVIRITIME;

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;
NFEARQATBEESTEARNES, TERIEASZESEER, ENARALE, FRRENESE O
B FEDEBITHEEIRE;

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, SERENESHRI, HEDSWEWSINVERES =M E, DTFNEETWBER, MREWE
SRWTRSKHORENE: DRk

to review the training and professional development programs for the Board.

RINES=MRBIFE RIS R

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:

NI BATEZR FHATNESEERNESENNERANDR, ESZRESTETESELLHRATEZZERHA
GRAIBW -

(a)

(b)

directorships without other executive roles - six
FRTESRN — NRXRT

directorships with other executive roles - four

MTESRN — BRAT

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.

BTESMNSNESZIBXEREZE WNNABRMREEX S =BIRZER WD
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Process for the Selection and Appointment of New Directors

EERNEEHESNES

1.

Determination of selection criteria

REE SR IEIE

The NC, in consultation with the Board, would identify the current
needs of the Board in terms of skills/experience/knowledge to
complement and strengthen the Board.
RBEERSAIERES=RINAN, BEBRIES=MEFIESM
B&E0eE. 2RnMNRE, USSR ESZ0IBN.

2. | Search for suitable candidates The NC would consider candidates proposed by the Directors, key
SHESIURIEA management personnel or substantial shareholders, and may
engage external search consultants where necessary.
RYERZTUERES. TEEBEIAARFEETHANIL, U8
F2, BTLEFIINEBBRTHRIEWESHI AL,
3. | Assessment of shortlisted The NC would meet and interview the shortlisted candidates to
candidates assess their suitability.
B [T MERIEA REBFERZBRRIEA, WEHEINREEE.
4. | Appointment of director The NC would recommend the selected candidate to the Board
HEES for consideration and approval.

REERZEEIVNOIREAHESZZEALE.

Process for the Re-electing Incumbent Directors

DEESHENERES

1.

Assessment of director

E2WB

The NC would assess the performance of the director in
accordance with the performance criteria set by the Board; and
REZERSRBEEEZRENN RESNEKINVERESLXEED
&M PR

The NC would also consider the current needs of the Board.

REERCHCEEEIEEEREFTEEFHAL.

Re-appointment of director

EHELTES

Subject to the NC's satisfactory assessment, the NC would
recommend the proposed re-appointment of the director to the
Board for its consideration and approval.
WRIEDZERZNZESHNGRR, WOESCEETEFBRAX
£, URBESTOHE.

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.
SESCIONHESTEE M FEATIRFAS LREEBREEET . RRATEENHNE, 2H=Dp2—HE
SRRHEEFIRFAZTPERERK. BUEEE=—FUNEDBERK—R. ZEBERKNEZERBREHIMLIES
EHEE.
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Since the Resignations, the NC, comprising a sole member, does not have the requisite quorum to convene meetings
and to make decisions or recommendations. The Company will endeavor to appoint suitably qualified candidates as
independent directors of the Company so as to enable the reconstitution of the NC and shareholders will be kept
updated in this regard.

BEMAERMUFERCE, B32%
mirEE, DESHANEDE

RERFT—BMR, FESHAZWARTES. AIERDSUAEESBOANLBE
Re. NDEORFRSHBHRFTHE.

b M

Having considered their overall contributions and performance, the Board approved that Mr Raymond Ong Sie Hou
and Mr Yang Guogiang be re-appointed as Directors at the forthcoming AGM.
ZIRAPTRAFNINERLENABNERN, ESCARTEHRENFERFIAS FEFEED TRTAENNERTE
NES.

Mr Ong has declined to be re-elected as Director of the Company. Subject to the appointment of a Resident Director
by the forthcoming AGM, he will accordingly retire and cease to be Director, Chairman of the Nominating Committee
and a member of both the Audit Committee and Remuneration Committee at the conclusion of the AGM. In the event
that a Resident Director is not yet appointed by then, Mr Ong shall continue to remain as a Director of the Company
until such time that the appointment of a Resident Director is made and effected.

DEERANBISKEFEENLRTES. WRATDEKIGNFERFIAZNEBAT —DXMES, WRAEXRIBOREK
ABZBERIK, BILENRTES. BRIERELTR. BIFERZRNRVFMERSHREVIRS. WRANATERT
BAXES, UPKFNRA4SEBENTES, BELATBRIAFTNAMES L.

Upon re-election of Mr Yang at the forthcoming AGM, he shall remain as Director of the Company.

—BEXRIBRFIASHEFTEELS, MEBTEASBENTES.

Each of the Directors submitted for re-election at the forthcoming AGM does not have any relationship including
immediate family relationships with other Directors, the Company or its 10% shareholders.
BUARRBSANFERFIAS EREIXNEINEENES, RESNTAMES. RTRHI10%BNRABBERERE
FARERBIFT R

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.

REBZERZOMRAVNOEEH S SVRINSNESEFEDOVABHITROR. WREZZRZIMNRSEISERZIY
PR EIR, MWERFSSIRIY.

The date of initial appointment and last re-election of each Director, together with his directorships in other listed
companies, are set out below:

SESPXREMOE BN E—REEHBEH, URAEM EMHATEROESRAIBYFIEL T k-

Director Date of Initial Appointment Date of Last Re-election/Re-appointment
= MREDBBEH EF—REE/EHEGEH
X
2un Xiao 16/05/2012 29/04/2016
INGE

Yang Guogiang

EIE 27/02/2006 30/04/2014
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e RS
Director Date of Initial Appointment Date of Last Re-election/Re-appointment
55 AREHEH F—EE/EFERB
Zhu Wuling
RS 27/02/2006 29/04/2016
Raymond Ong Sie Hou 27/02/2006 29/04/2015

PI=

Siow Chee Keong

i

(Resigned on 25 November 2016)
(2016113258 F )

Yap Chee Wee

Ot

(Resigned on 19 December 2016)
(2016128198 5 HR)

Director

Es

Directorships in other listed companies

Hitt EMATINESR

Details of other

Current

Bl

Past three years

TERIF

principal commitments

HthERR

Sun Xiao

SNGE

Yang Guogiang
mER

Zhu Wuling
EN=171

Raymond Ong Sie Hou
ERERE

Kim Heng Offshore
& Marine Holdings
Ltd

e AA Group
Holdings Ltd.

Siow Chee Keong

558

(Resigned on 25 November 2016)
(20165115258 & HR)

Yap Chee Wee

O+

(Resigned on 19 December 2016)
(20165123198 5#R)

The Company has no alternate directors on its Board.

NIEEZRBERES.
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Principle 5: Board Performance

RNs: ESERN

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.

RBZERZNESZE, BYSUHESHESNEMNE, NESEHLQJMRKIANSNESIRITRIVATHE .. WS
SHERESHEESSANZRZIWIEEX, AXEZWDPHNZ512E, DURNTERENESELIEFRENED
WHEHBRNRIANIES. ESTUNNLBNERMNESESERZNBIHEHTTE, DNSER=MRBENIEE

HMERZHMER.

For FY2016, the review process was as follows:

XF20160F, WEEIZEHW T

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

rENESEMRANEEZE A URSESRRNAEN MBI 2RI MG 0

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

NOWBREDBTHRGRZEREERE: UK

3. In the absence of the requisite quorum to convene a NC meeting, the Board had discussed the results and
concluded the performance results during its meeting.

BFRZIFFZAEANE, EFSWEEESRAABBWEESE.

Mr Ong and Mr Yang had abstained from the voting or review process of any matters in connection with the
assessment of their respective performance and/or re-appointment as Director of the Company (where relevant).

PEREAMTEORTEAANKNAEHN ZEENESSSENRRANGEIE.

No external facilitator was used in the evaluation process.

EWLHEEPREEREININNE.

In the absence of the requisite quorum to convene a NC meeting, the Board had reviewed the overall performance
of the Board in terms of its role and responsibilities and the conduct of its affairs as a whole, and is of the view
that the performance of the Board has been satisfactory in FY2016 and that the Board has met its performance
objectives in FY2016.

BFRIZERSAHANERNESHEW, EBTNLTAEESHAR. FIRILGE, WNESEE2016FEY
KIS NA=, MEIAET B,

Without the requisite composition of Independent Directors in the Company the Board would be unable to ascertain
(1) objective judgment on corporate affairs independently and (2) that no individual or small group of individuals
dominates the Board’s decision making process.

BFRTESHHENLEEAT, EFTEBHNNESEZESHERIDENRAISIELESIUANK, URLIEED
BB/ B TASZEEE AR RIIIE.
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The attendance of each Board member at meetings of the Board and other committees in respect of FY2016 are as

follows:

BE2016F 2R3N BUFPESENSERZEWNESHERRU T

Name

e

Board of
Directors

e

Audit
Committee
BHItERE

Nominating
Committee

RBERS

Remuneration
Committee

FHMERS

Held
BITRY

Attended
SERY

Held
BTRH

Attended
SERH

Held
BITREY

Attended
SERY

Held
BITRY

Attended
SERY

Current Directors

nEES

Sun Xiao

B

Yang Guogiang
mER

Zhu Wuling
e

Raymond Ong Sie Hou
R

Siow Chee Keong
R

(Resigned on

25 November 2016)
(2016113258 R

Yap Chee Wee
0t

(Resigned on

19 December 2016)
(2016128198 5 HR)

Principle 6: Access to Information

Re: RBER

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.

NEESTEITERR, EBENSRKEMOESoAREHTE. BoONRNNER. ESTIBNSEDASEHTS

JRADARTTBYDIE -
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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.
EECTMAERZEZWZA, FERNEHSESBXNEN . XN TEESFHENNEEZAEEZINC TR,
SESEARBMESRHABESNESEZW, MINZHNIVIEH0RZHIANDER, HOBSES0ERED.

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.

XTEEWE, FENLMSRCEBELGEANER, FEREGHEESS THEEBEOESTRRE.

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

FIEEESMRTUSRTRITOA DM BIRERWARSS .

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

EECREZEIRBLAIMS, ATWRIBSW:

o 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 Manual of SGX-ST, are complied with;
WRESSERNNT, URSAT (BiF) « BRAENFINEE (FIIKIESE) $2895. (QATE) 550
SAFRA (LEMFM BRI

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

MIEFBAESELOBENNEWEIE, DRSREBKIINE;

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

DERBRESENSZERZUREERECBIERTIE;

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

W EEIRH T WIEYIE SR ED;

o to train, design and implement a framework for key management personnel’s compliance with the Listing
Manual of the SGX-ST, including timely disclosure of material information;

NEBERAFEHGI RIFFINTESR, URBRIZHTRME ( EMFM) N7, BEANKRESRER;

o to attend and prepare minutes for all Board meetings;

SNHESTBESENENLE;

o 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

ERNSZERZOIWE, RTUBNINRRESE . SERZUREEBEARCBEEBIINE, 2K
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o 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.
MENER . SERZLTHBUREREARESSMEWMIZ.

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.
BPESAEFAN—TER, NTETHNORRANSS, IISKRETWRY, BRBATRIE.,

REMUNERATION MATTERS
FES

Principle 7: Procedures for Developing Remuneration Policies

RN7: ##FHMBRNES

The Board has a RC which currently comprises a sole independent director, Mr Raymond Ong Sie Hou. The Company
will endeavor to appoint suitably qualified candidates as independent directors of the Company so as to enable the
reconstitution of the RC and shareholders will be kept updated in this regard.

EECNFNERCEBIREH TE—IRIES. RIZRNISBANEESBIREAMEANRTVIRITIESE, DSEH
HEMFWERE. RTERVBRARRNEORITERE.

The RC has adopted written terms of reference that describes its duties and responsibilities.

FHMERSRN T PBRBENSSRANSEFTR.

The principal functions of the RC are:
FHMERZEZIREEW -

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

MES=REVENRNES REIVEIEA ROV B2,

(b) to determine the specific remuneration packages for each Executive Director and the CEQ;

REFTNTESNERENTENERFIHEE;

(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
WREFURINEBARIRICARZIRAESR, FELURENSESESMEAE, BRENAMENRNS I
= EVIREN; AR

(d) to recommend the fees of the Directors.

BRWEENESHR.

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.
EERWGENED, FNERZNEMETRIINERTEBRS|. KRBAUAMESARINEIRAZRINISIFEBEIF X
¥, HFHERSEFRHEREDOIFIMERID AT EDHERAIES.
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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 FY2016.

WELNE, FHFHERZRZOLTABANNTWNL, MESHFHORAIKEWHEL, DURFIUEHTHR: B
2, AOSZEMOCBNEREAERIOERITMHNZENED. ATE2016UF LB BEF BT .

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.

FHER=NRWRRRGESSHAIN. FHERZNRUACBENERNANFHEENREBZ NS .

Since the Resignations, the RC, comprising a sole member, does not have the requisite quorum to convene meetings
and to make decisions or recommendations. The Company will endeavor to appoint suitably qualified candidates as
independent directors of the Company so as to enable the reconstitution of the RC and shareholders will be kept
updated in this regard.

BFULEMANTFR, BRIFMERZREAIEEATKSHAZVIHEBRETRZW . RIERAOTHEAZEESEY
REANBERITESEUSHEANFWER . RIERNORIRSHEOIRITHE.

Principle 8: Level and Mix of Remuneration

RM8: FHEMBSKE

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.
FHERSAAMWHOESZHEESURKINEEBAZNFN, HIESTNTESOFMEE. XERWINIRES
SES-HE

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.

FNNSTO®E, BIEHRRTESSE. FK. B, 4. B, 8%, STFHERE=RRNASNFHEET

e E

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.
TEHENTESHNRNERARNFNDIN, RIZEFHFMURERT, HSELXLAT/TWHESHNRVERAR
FMECEA A LD OIEXN R IV T L BRIAR -

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.
FHROTESRENEAESHRNEFAZRZRNRANTINESE R . ZTSMINBVFEE ST eV DR a1
RATBVIRAFZIRBNFAN M. FTEREZNEBRANERINRITRSEBNY WO ME . XEEEHBAI2E
REFERFIAS EBRTRFIE.
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In the absence of the requisite quorum to enable the RC to make decisions or recommendations, the Board 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.
FNZER=ERIREAZEEAL, TEBMEARIEN . ESZIAN, EBRIBR T, BEUVEBNNTESNER
BIERARXASANEMFER, RIEESDFHIMNBROVUSREARSTASBHATTIR.

Principle 9: Disclosure on Remuneration

RS9 o=

The breakdown showing the level and mix of remuneration paid to each Director for FY2016 is as follows:

H1E2016F 12831 B ENESHFINABE DWW T

Oth

Salary Bonus Bene(:irts Fees Total
Name X I% - E=n Bit
W2 HihtgH

% % % % RMB’000

Current Directors JUEES
Sun Xiao
78 100 - - - 311
Yang Guogiang
28 31 69 - - 655
Zhu Wuling
emps 34 b6 - - 677
Ii\aérl)nd Ong Sie Hou ~ ~ ~ 100 65
Siow Chee Keong
AEES - - - 100 70
(Resigned on 25 November 2016)
(2016115258 F )
Yap Chee Wee
D15 - - - 100 65
(Resigned on 19 December 2016)
(2016F 123198 R
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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 $$250,000. A breakdown of the level and mix of remuneration of these top key management personnel is as
follows:

HHABEESNFINERA RTINS EAFHF 25D TH MU T . S2INERARFINESHEBW T -

Fees Salary Bonus Other Benefits Total
Name 2 #FK e E o 1@ Bit
“32
% % % % %
Lim Jin Sin FR{ZI0 - 78 22 - 100
Chen Weihua R B34 - 38 62 - 100
Note #:

*  Lim Jin Sin and Chen Weihua are the only top key management personnel for the year ended 31 December 2016 [ “FY2016" ).
#FE20167F12/531589201 60 FX GG L LTI EFA T

Shareholders” approval will be sought at the forthcoming AGM of the Company on 28 April 2017, for the payment of
directors’ fees proposed for FY2016 amounting to an aggregate of $$200,000.
W EY2016FEHEBH 21T 9200,000577T, H7E2017F4F28BBANFEERFA = CAEKRREVEE.

The total remuneration paid to the top two key management personnel was 5$$342,000 for FY2016.
2016 FEN S E 20 RINEIRARBYF I 21T 9342,000577T-

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

NIDLELFES. BRNTEUREMIMNEBARELGRIL. BRRARAIRERGOHETRBREFE.

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

Bal, RYLEEIR TN,

There is no other employee of the Company, who is an immediate family member of a Director and/or the CEO,
whose remuneration exceeded $$50,000 during FY2016.
SBEELI2016F12831 BV ED, RERNESHERFE. BEFHNBTH M$50,00009R L.

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.
FHERZNWRMOBETFEES K, MRIENTESNSRERARNFMSHMNORIURAINBAKINED,
HEZRIAEBHVSVEWARVSZERZFK. ROOFMHROEBEEATENTEH LR RBEDEAEKI. R
IPARIRTWARBZRESEEIMEL D . XDRITREBRANNSHNATGURRIHRIMEESS, UeHED
KBRERE.
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ACCOUNTABILITY AND AUDIT
RERIFET

Principle 10: Accountability
RM10: SEH

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.

EORFERFEUFIRENZERST, EFEEORFER—DNEDRI. HHEURAISRENVELN. B
TIEROMERS.

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.
BREBERNHRFSMOESZRHNEXER, UMEESEBIETHRS. HPSBRHSRFHIUIRSURY
SPLEXRINNX3°SMDIT, UBEHEHHTEINRENRAR. EBEABNEGTESERHEESFNESIEKENRE, Mm
SRHEFENUIRSE . EBEWERNSESDN, DMBEERIRER.

The Board takes steps to ensure compliance with legislative and regulatory requirements, including requirements
under the listing rules of SGX-ST, and will establish written policies in this relation, if appropriate.

EFBRHRIBXEASEMBBHRZAN (LMFM) JVER, EESHER MNERBEERM .

Principle 11: Risk Management and Internal Controls

RU11: REERNABELR

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 safequard shareholders’ investments and the Group’s assets.
EETRELTINMAZNFENEER, HEMRERENMESENANSERNRAZ BRI LHIhES. B2
BRARET—TABIEHRARBHRMEERINENTN. BRANKITEESEMARTEHRIWSZEMEINK .
XTI B RE B ORI B E D - RIPIEHSIED, BRBENRIE.

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.
SPEEABDEXRSZUHMEBIABRAT, BEHTEANMEOURERSRWNGHSE, REDAKATERIN
MER. EHURCERESNARRARETEHAEFER. WESESZNEWARER. WS, SEUARNITES
BRETERESERN.
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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.
BUERZRBERNEDANZNEREHTEERS, BEUS. 28. SHANERKRALEH, URXMEER. FIHE
RERBELEITT I RBITIMAIMD A, HiHREDEBIRIEE ML 698 W LB M U B .

Subsequent to the Resignations, the AC currently comprises only of Mr Ong, who, in the absence of a suitably
qualified AC Chairman, has abstained from commenting on the adequacy and effectiveness of the risk management
systems and internal controls in the Group. In this regard, the Board, Group Financial Controller of the Company
and the Management have taken appropriate measures to ensure that proper internal controls remain in place,
and the Company is also actively looking for suitably qualified candidates with experience in the accounting or
financial management field to fill in the role of AC Chairman. Shareholders will be apprised of any developments
in this relation.

ULRNESHRG, BRIFTEREZRERTE—NAR, ELERNFUHERZERENBER T, BFRNREEAR,
PHEE-ABAENEBNOERRFNANEIZER AR BTREW . ST, EFNEEAVIREURERERNTES
BYEMRRIESL/TESINENEH . ATHAERRMSHES AV FIEEHBELRNEBRHNERBESHERE
TR. RIERNSHRFESBHE.

The Board had received assurance from the CEO and Group Financial Controller: (a) that the financial records as at
31 December 2016 have been properly maintained and the financial statements for FY2016 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.
EEWHSHFIIBNEBVUS 2JERIE, Rk ATEZE2016F12331BHUSIECREETE, 2016FEUHFR
SPXFATNEEHM SRR ERRESLOVAAIES: PUR(b) XFATNKEIRAASBIZHEI BT HIE-

Principle 12: Audit Committee
RN12: SIHERK

The Board has an AC which currently comprises the sole Independent Director, Mr Raymond Ong Sie Hou. Mr Ong
does 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 suitably qualified candidates with recent and
relevant accounting or related financial management expertise or experience as independent directors of the
Company so as to enable the reconstitution of the AC and shareholders will be kept updated in this regard.
EECNENERCZEBAIREHTE—DRIES. HELERED. EMNESUEBRFEAANEEETSLRMENWS
JELWXKR. AIERNIENEEEER. USERTWBXLKNNEBAIGENRIIES, UEFHAWNBIE
RE. RIZRNORFRSHLEHERERE .

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.
BUHERZMPESZETERR, BERPET. &P R0 TR ARSEP SRR hERS, RERE
FREREEEEEDPRITNLEFSHVREINE.

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

BUHERENESE. EBEMNIINSEITMERITEELBRM TDBRE.
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The AC has adopted written terms of reference that clearly set out its authority and duties.
B ERZRXN T PERFENSSRANSEEZR.

The AC meets periodically to perform the following functions:
B EREERSHAZWHTLUTERRE:

(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;

SEINBEIMAOASBEIMBIBE TR, BEINEHNAENH SR EDA BRI RFEINS

(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;

ERREEZWECH, SEFESHUSREXNVINIEIMRS, HNCELIEXNBFE. TEXNKMEBIN. =i
BERBZ . BIFNEVIIREEN . URESUHPENTESAMNOR, BEBEEITINGEEERENET
BYE SR M BIIDE;

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

FERRES-HECH, CHEFEHUSIRE, BERER. S ARKRN ( LHFM) AERBEMER:

(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;

SHONPAAEBEIME FANEI L TN EBTTERAWFZNRIEMNL RO T e . FHSBHAEER
BXRAR. FMABMENEI, UREEHEREDE;

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

SHEEEBRRSINIHEITIMNEE;

() to recommend the appointment, re-appointment and removal of the external auditors to the Board;

MINBETIMNEE . EFEENRROESZREEZN;

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

SFEMERT (LHFM) ENETEANXHKRZS;

(h) to review any potential conflict of interests;

SEEWEBEN ZHPR;

(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

HTESSERHWATCIMBENE®, HENESIEETEREXENTENANRSESE: MR

(j) to undertake such other functions and duties as may be required by the statute or the Listing Manual of the
SGX-ST, and by such amendments made thereto from time to time.

ABEMIFRAT (EMFM) REBTREMEROVETIREEN NS,
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The AC carried out the following activities during FY2016 in the discharge of its functions and duties including the
deliberation and review of:

B EREA2016WFPLRIFEARE, BIEERUTAS:

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

BRAERRGESZHRAFTRMAINEDGZERF I HNUIRENAS:

o the internal and external audit plans in terms of their scope of audit prior to their commencement of their
annual audit;

ERBINEHI TIECH, BRANIEVE T TIEEE;

o 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;

BRAINETHMBYE X B AN SRS, HENTESNEREAEDNER FNRRSEHME B

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

BRI ( EHFM) £ISHE10SENXKRZ B RETBEIR &SP,

o 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).

BREDNBABRUAREDR T OB ERSEERSTREHNASTNES.

Since the Resignations, the AC does not have the requisite quorum to convene meetings to make decisions or
recommendations. The sole member of the AC, Mr Ong, had considered the following:

BFULRUEEHR, SHERTRBREEZCAINESHAZWHEDEDRENRK. BHERZOHE—R
DIENM N EIHTE:

30

’

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

BRI E EBTHIRBEBY T D A B UL

o 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;

BRAERREGEEEWICHH N CHINEBNAINEL SNV IRS;

. the external audit and internal audit fees for FY2016 and had recommended the same to the Board for
approval; and

BREE2016WHEERIHNBNABNRA, HEWERXESEZHW;

o the independence and re-appointment of the external auditors and had recommended the same to the Board
for approval.

BRINBEIUMEVRIIMEM R B EBEE, HRNERESEHIW;

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.

B ZERZEEE TINIEIMEVRITMH, SEMIIPTIRHEAFEI RS E, FXWAI M NRIIINBEHIMEYITIT
KhE. BUFEREOESZRORWN, ARATFERFIAZNNEBITEHEL.
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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 Manual of SGX-ST.
ENRYRESNIEEFWHNOER L, RIFTE (LHFM) FE71280715%89FK.

The total amount of audit fee paid to the external auditors, Foo Kon Tan LLP for FY2016 was $$418,000.00. The
external auditors did not provide any non-audit services to the Group during FY2016.

201605, =TGN THMFoo Kon Tan LLPBYESIFERARIT£09418,000577C. £20164F, SNEBEETHMREIRE
JFERTHEVARSS

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.

BIHEREBIEEREURINDEITNNZNES, HEBRBEOIIESNIITIARKSNENREN . £BX
FRBEA, BFERZENFEEMEHEIENEN, HENERBTWRW, BXBRARKBATAE.

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 FY2016.
BUHERZGFEVAESEENEDNSHRER N, SHBEHIZH—RK. 2016 FFHERZSINLEWINELEE
BEZOER NEIT T3,

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 ERSEZTWARIIN RS, DUBIXEETIERZMUYSIRENDTHENNEL . ADERIVEHT
EZRERR, RBARRINHEIT LIS KARES.

Whistle-Blowing Policy
BRBUER

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

ERERIIBREFHE, MBERTUSKPBASMBRURBUZERZ RN SN ED NN ZAT R B IHT
NiE. FIrERZNATSHMAELHEP TR EBNBRIESHENLHBIRHRE.

Principle 13: Internal Audit
FRM13: AZREIT

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.

REFUERSNES, RTEETBRIDEXRSITNESMERAINRINIORBEIN, KDNSBEBITRIESE T
ZRSIENF I BEZATZERRLNRT, HOERERFIERZRRRS, BHARRASTENESN TR
SUABBIELUIR S A BB EH] .
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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.

NFABEUEE, ASENNMEROBTEREZEIRRS: NHIHEESE, ABEITMEEQERERS.

Subsequent to the Resignations, the AC currently comprises only of Mr Ong, who, in the absence of a suitably qualified
AC Chairman, has not met the IA. The Company is actively looking for suitably qualified candidates with experience
in the accounting or financial management field to fill in the role of AC Chairman. Shareholders will be apprised of
any developments in this relation.

U EMNESHRCGE, FHEREBRIRERETE AR, EROEBHNFUHZRZERBHER T, HEELRS
SAEAREE. BHERTEGFRD—RECEEANETNBER FSAPFHNEE. RTEARKRIHESEI.
WHSEBLTWHXERNEBANEBESHERELER. RATRNORFRSHUENHER .

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

NITRIEABHEITIRENTD ML, BUHERSREBENABIAHTHL.

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.
BUHZERZATASETRTNER. BR. WELRMESEE. ASSEITMSNEREDNMEXH. BR. M~
MWAR, BREEIEREAR.

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.

ABBE IR BB ES THM = ATHRIE IR BB B TH & W AEN KT EE T EREE

SHAREHOLDERS RIGHT AND RESPONSIBILITIES
IRIREVARRIRD X 55

Principle 14: Shareholder Rights
RMW14: RN

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 SRFHITEE. RIYCHRNIERNEIIRRZMMICURAEE MG ZHEEER .

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.

ESRIERFERFAS LENSSERERER, MEREXSNHNEEIRRNESFENSHRE.
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Principle 15: Communication with Shareholders

RNN15: SRFRDE

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.

SN2 RNEFHARFNANHETERRE. RIEHBIFINEZZAMNGREBENHFRHATRELIN, AT
ROBERESE. 2N, ETKEBNEKRNGO. BATREFEREERE, IENMSERERE BB INKAZZAT
RIS TIEY.

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.
NRIE—PERABFTAONIG, EMHESTAINSEBETEXNER, BRFERS. RTORKBENNEH. N
RRERINOZR, RTE—TERASFRKRA, RNERRE LT TBREAENRE.

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 FY2016, 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.
NIEMREEENRBHER. B2, EREAZRIATEBXVUSHANZLERNRLE, ZOEEREDESZ
W FHURARBOEREZEHRAMEONIE EFORAAM. EBEA2016MELEEMARVKARR, XE2EN
BEERANAAETRELRTRRURTRTN=S NHETUNAREAGRERE-EHOWINE, UERTR
BRI K.

Principle 16: Conduct of Shareholder Meetings
R16: BFREIARS

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.

NIWARRSINRIAET . RAEAZ COUNATHNEDVETESEOESHERERD.

The Company’s Constitution allows for absentia voting at general meetings.

NYWSEIAUFERFAS EHTRBERER.
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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.
REAZ ENTBIEASI, WHTMERERN. ERYNFRCA, RESHRABROIQOUENEE, £INES,
REABHOKRR. RINETRFEELBSNREIAS: WAEREIE, WINEFANBIRZREBASNEZWHRN
SR, ROBAE2016WEEN (B2 , RAFIE (RTEVBLER)2014) NMBHZIRBARE. B, —BK
R, MRFIEK (RTE) H0BEMEEXPEA, TUEEBIMNBARBASINRFIRE, HOMUEKSHER. K
TLEBIFEERBFATUMEAREAN, ZHESNRFKR=.

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.
BRITSNEZZNERZZWZIN, IEETMBRBEBESNEERFAE, UDINESSERFXFTEISHAET
MRS ESNASTRE.

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.

REXZHAMEEN, BEMEEXZMNENEIRORNRESEEUREEENDES, REERCR. URAE
EECWLE, NTEREREM.

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 REBHEENENE, RIYMN201B3EENRFASHBLITRGIAAVHTRR. FANURER, BENEIR
RWSZFARNNERRHEZERFAE LIRS KBS H RZATBISCXNETHTAS .

INTERESTED PERSON TRANSACTIONS ([ “IPT” )
REXHRS (IPT)

Subsequent to the Resignations, the AC currently comprises only of Mr Ong, who, in the absence of a suitably qualified
AC Chairman, has abstained from commenting on the review procedures for IPTs. The Company is actively looking
for suitably qualified candidates with experience in the accounting or financial management field to fill in the role
of AC Chairman. Shareholders will be apprised of any developments in this relation.

UERUESHRC G, FUERZEARBRLE AR, ARDEBOEUERZEZR/IER T, [LEERE
NEXKORZWEEIEEAREN. BTERZEFATEARKRIHETEI. USERTWABAXLKNNEZANILE
EFUHEREER. ROEANARFRSISHHER R
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The Company’s disclosure according to Rule 907 of the Listing Manual of the SGX-ST in respect of IPT for the financial

year ended 31 December 2016 is stated as follows:

RIBITIEAZ AT ( ==Y &89075%, &1E2016FE 12331 B ES AN FEHRBIREW T :

Name of Interested Person

KD BIR

Aggregate value of all IPTs under
review (excluding transactions less
than $100,000 and transactions
conducted under shareholders’
mandate pursuant to Rule 920)
FIBXKRZEE (RBEOTF
$100,000 VR ZFIRE
FER0FMERREIGHITHNRZS)

Aggregate value of all IPTs
conducted under shareholders’
mandate pursuant to Rule 920
(excluding transactions
less than $100,000)
FTBRIBEEI20FME
IRARBAGEITOIREXRZ S B E
(RE1E/»F$100,0008932 %)

Yixing Danson Technology Co., Ltd
(“Yixing Danson”)

EXORREBRADENMER)

Corporate guarantees in favour of
Yixing Danson -
SEMIREHEWIBR
RMB590,000,000

Sale of crude AA to Yixing Danson -
HEHERBRSE IR
RMBA475,505,000

Purchase of residual crude AA from
Yixing Danson -
MEMAIRRNE LRI 8048 R IB R
RMB153,478,000

Taixing Jinyan Chemical Technology
Co., Ltd ("Taixing Jinyan”)
RAGHRHEIRRBRAT
("BRMER)

Corporate guarantees in favour of
Taixing Jinyan -
GERXTRIRHEWIER
RMBA475,000,000

Supply of chemical raw materials to
Taixing Jinyan -

REM TR R LT TR
RMB226,769,000

Jiaxing Jinyan Chemical Co., Ltd
("Jiaxing Jinyan”)
BXETRNUIRRBRAT
("EETR)

Corporate guarantees in favour of
Jiaxing Jinyan -
SEMTRIBHEWIBR
RMB65,000,000

Taixing Jinyan Cangchu Co., Ltd.
(“Jinyan Cangchu”)
RATHOBBRAT ("HREHE")

Corporate guarantees in favour of
Jinyan Cangchu -

LR FOBRBEWBR
RMB260,000,000

Taixing Yumeng Wuzi Co., Ltd.
(“Taixing Yumeng” )

FHOBUHRBIRAT ("FTMBE)

Sale of AA to Taixing Yumeng
HERBRDRADD -
RMB51,857,000

Purchase of inventories from
Taixing Yumeng -
MEHBBELE R
RMB28,739,000
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Aggregate value of all IPTs under Aggregate value of all IPTs
review (excluding transactions less | conducted under shareholders’
than $100,000 and transactions mandate pursuant to Rule 920
Name of Interested Person conducted under shareholders’ (excluding transactions
KBS BIR mandate pursuant to Rule 920) less than $100,000)
FEXRKRSZEE (REE0TF FTBERIESEI20FME
$100,000 V2 ZFIRE IRARBAGHITOVRIXR S BB
FEI0FMERRBEIGHITIIRS) (RBE/DF$100,000093253)
Jiangsu Yinyan Specialty Chemical Sales of chemical products to
Co., Ltd ("Jiangsu Yinyan”) Jiangsu Yinyan -
AR TERAT (IHRRFE) B HEN L RO L ARR
RMB41,329,000
Jiangsu Jurong Petrochemicals Sales of chemical products to JJP -
Co., Ltd ("JJP") HEN LSBT
SIABBOBYIERAT B RMB7,185,000
("B
Note :

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.

NOFHEES (RFESB) SKRFNWUAELIXFLZINNT, HAPRRKIGRFNS/EEBFAZHIEN .

As at 31 December 2016, the aggregate amount of the corporate guarantees that the Group provided to Yixing Danson,
Taixing Jinyan, Jiaxing Jinyan and Taixing Cangchu was approximately RMB1,390,000,000, whilst the aggregate
amount of corporate guarantees that these same entities provided to the Group was approximately RMB1,420,000,000.
HE2016F1283318, EENWEXER. KT BATRADAOBERDEWBRRAT SHLINB.IMZTAR
M, @Y, XEEESEBBRRITRALINL2ZTART.

DEALINGS IN SECURITIES
SR 5

In line with Chapter 12, Rule 1207(19]) of the Listing Manual, 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.

1RIE (CMFM) 1283551207 (195, RIS RINESRINVIEENE. SESNRIFASNIBERERNELLMNSBIE
FRZ. NYEHORERLAHOINBEREERNES. TE2EBARRMEXRAREEN, REMNELNSAIR
SRS LRIETNPTIMNBHRIRRRS .

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.

EVFRI=TZERAIVSREQTRIMTEE, UREATEFEMISREQMRI—TBIAEXUIRKLRAHZE
Hig, ZUSENERINERTIRERS.
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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.
SPEZTRRENETERERRECEDPRERNARARZLATIRER. BN, BAEECTREIGERIRSZH
8, BIFRNERDER.

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 FY2016.

BRIBELASHNG, 20160F, EERAR TN SRTGRBESETHRIEENTE. ESVBERRANEEZSH.

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.
ERESEHRNEEDWINEE BN, MMAESEEHA&KISEERNRESZ A SN KNS A B EHIF0BIE XL X,
MevESER. ERENYAIBIENEHBRNES, HEDEEENEITERZREFTRBERNEN. BSHRN
NBXNMERFABLIZEHIANS .
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DIRECTORS’ STATEMENT

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

The directors present their statement to the members together with the audited financial statements of the Group for
the financial year ended 31 December 2016 and the statement of financial position of the Company as at 31 December
2016.

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 2016 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

Raymond Ong Sie Hou (Independent director)

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.
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Directors’ interests in shares or debentures

According to the Register of Directors’ Shareholdings kept by the Company under Section 164 of the Companies
Act, Cap. 50, none of the directors who held office at the end of the financial 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
31.12.2016 31.12.2016
As at and As at and
1.1.2016 21.1.2017# 1.1.2016 21.1.2017#

SunVic Chemical Holdings Limited Number of ordinary shares

Yang Guogiang 190,000 190,000 - -
Zhu Wuling 356,000 356,000 - -
Raymond Ong Sie Hou 400,000 400,000 - -

#  There was no change in any of the above mentioned interests in the Company between the end of the financial year and
21 January 2017.

Share options

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

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

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

The audit committee ("AC”) at the end of the financial year comprises of a sole independent director:

Raymond Ong Sie Hou

During the financial year, the following members of the AC resigned:

Siow Chee Keong (resigned 25 November 2016)
Yap Chee Wee (resigned 19 December 2016)

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.
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Audit Committee (Cont’d)

As the Company has been unsuccessful to-date in part due to potential candidates’ concerns about the financial

position and outlook of the Company and their needs for more time to consider the role, the Company had accordingly
applied to the Singapore Exchange Securities Trading ("SGX-ST”) for an extension of time up to 1 June 2017 to
appoint new independent directors. The Company’s application to the SGX-ST had indicated an extension of time
up to 1 June 2017.

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:

(i)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

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;

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

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 2016 as well as the auditor’s
report thereon;

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;

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;

reviewed the cost effectiveness and the independence and objectivity of the external auditor;
reviewed the nature and extent of non-audit services provided by the external auditor;

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;

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

interested person transactions (as defined in Chapter 9 of the Listing Manual of the Singapore Exchange].
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DIRECTORS’ STATEMENT

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Audit Committee (Cont’d)

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 é(c) and 24(b) to the financial statements.

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: 10 April 2017
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INDEPENDENT AUDITOR’S REPORT

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 subsidiaries
(the “Group”], which comprise the consolidated statements of financial position of the Group and the statement of
financial position of the Company as at 31 December 2016, 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 year 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 2016 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.
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Key Audit Matter

Risk

Our responses and work performed

Impairment of property, plant
and equipment

The Group has been incurring
operating losses since year 2014. The
market demand for the Group’s core
products acrylic acid and acrylate
esters, remained weak throughout

first three quarters of year 2016.

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

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.

We have identified the impairment
of property, plant and equipment is
significant to our audit.

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.

The depreciated replacement cost
method is defined as the gross
current replacement cost reduced
by factors providing for age, physical
depreciation, technical,
obsolescence considering the assets’
total life

anticipated residual value (if any).

functional

estimated useful and

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
in preparing impairment
and documented basis

methodologies
models
key
assumptions. The most significant
input of the depreciated replacement
cost valuation relates to the estimated

for

obsolescence of the assets over
physical, functional and technological
aspects.
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF SUNVIC CHEMICAL HOLDINGS LIMITED

Key Audit Matters (Cont’d)

Key Audit Matter

Risk

Our responses and work performed

Our procedures to address the key
audit matter includes:

e assessing internal controls
designed to identify impairment
indicators;

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

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 disclosures on the
impairment of non-financial assets is
included in Note 9 to the consolidated
financial statements.
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF SUNVIC CHEMICAL HOLDINGS LIMITED

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 prior 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 properly authorised and that they are recorded as necessary to permit the
preparation of true and fair financial statements and to maintain accountability of assets.

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

The directors’ responsibilities include overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our 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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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF SUNVIC CHEMICAL HOLDINGS LIMITED

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.

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

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

o 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.

o 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.

o 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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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF SUNVIC CHEMICAL HOLDINGS LIMITED

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 properly 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 [ii) 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 2016, the transactions consist of the sale of chemical products of RMB475.5 million
(2015 - RMB340.6 million) and purchase of inventories of RMB130.3 million (2015 - RMB26.1 million). 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 the purchase of assets on behalf of RMB Nil million (2015 - RMB3.2 million), the
sale of chemical products of RMB Nil million (2015 - RMB294.0 million), purchase of inventories of RMB0.7 million
(2015 - RMBO0.3 million) and sale of raw material RMB2.2 mil (2015 - RMB Nil]. 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.

Disposal of subsidiary

On 2 September 2016, the Company announced that the Company’s subsidiary, Jiangsu Jurong Chemical Co., Ltd and
the Company’s associated company, SunVic Asia Pacific Investments Holdings Pte. Ltd., have entered a framework
agreement to dispose of their aggregate 100% equity interest in the capital of Jiangsu Jurong Petrochemicals Co.,
Ltd to Shenzhen Qianhai Gatsway Petrochemical Co., Ltd.

The Company has not convened an extraordinary general meeting as at the date of this report to obtain approval
from shareholders for this transaction.



o

v SUNVIC CHEMICAL HOLDINGS LIMITED
2016 ANNUAL REPORT

INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF SUNVIC CHEMICAL HOLDINGS LIMITED

Resignation of independent directors

On 25 November 2016, the lead independent director and Chairman of the audit committee, Siow Chee Keong
resigned. This was followed by the resignation of Yap Chee Wee, the independent director and chairman of the
remuneration committee on 19 December 2016.

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.

In addition, pursuant to Rule 704(8) of the Listing Manual, in the event of any retirement or resignation which renders
the audit committee unable to meet the minimum number (not less than three) the issuer should endeavour to fill
the vacancy within two months, but in any case, not later than three months.

As the Company, has been unsuccessful to-date in part due to potential candidates’ concerns about the financial
position and outlook of the Company and their needs for more time to consider the role, the Company had accordingly
applied to the Singapore Exchange Securities Trading Limited for an extension of time up to 1 June 2017 to appoint
new independent directors. In the interim period before suitable independent directors and audit committee members
are appointed, the duties and obligations of the audit committee are discharged by the Board of Directors.

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, 10 April 2017
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CONSOLIDATED STATEMENT OF PROFIT OR
LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Year ended Year ended
31 December 31 December
2016 2015
Note RMB’000 RMB’000
Revenue 4 2,133,553 2,167,234
Cost of sales (2,063,433) (2,382,279
Gross profit/(loss]) 70,120 (215,045)
Other income 5 168,202 717,617
Distribution expenses (36,205) (75,207)
Administrative expenses (172,967) (265,426)
Other operating expenses 6(a) (245,703) (818,667)
Finance costs 6(b) (78,682) (107,746)
Loss before taxation 6(c) (295,235) (764,474)
Taxation 7 (69,570) (29,140)
Loss for the year (364,805) (793,614)
Other comprehensive income after tax:
(Item that may be reclassified subsequently to profit or loss)
Foreign currency translation 349 1,819
Total comprehensive loss for the year (364,456) (791,795)
Loss attributable to:
Owners of the Company (341,489) (779,494)
Non-controlling interests (23,316) (14,120)
Loss for the year (364,805) (793,614)
Total comprehensive loss attributable to:
Owners of the Company (341,140) (777,675)
Non-controlling interests (23,316) (14,120)
Total comprehensive loss for the year (364,456) (791,795)
RMB RMB
Cents Cents
Loss per share:
Basic and diluted 8 (64.2) (146.2)

The annexed notes form an integral part of these financial statements.
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STATEMENTS OF FINANCIAL POSITION

AS AT 31 DECEMBER 2016

ASSETS

Non-current assets

Property, plant and equipment

Intangible assets

Land use rights

Investment in subsidiaries

Deposits paid for property, plant and equipment
Deferred tax assets

Value-added tax recoverable

Current assets

Inventories

Trade and other receivables
Cash and cash equivalents

Non-current assets held for sale

Total assets

EQUITY AND LIABILITIES
Capital and Reserves
Share capital

Treasury shares
Retained earnings

Other reserves

Non-controlling interests

Total equity
Non-current liabilities
Borrowings
Deferred tax liabilities

Current liabilities
Borrowings

Trade and other payables
Income tax payable

Total liabilities

Total equity and liabilities

Note

10
11
12(a)
13
14(a)
14(b)

15
16
17

18

19
19

20

21
14(a)

21
22

Group Company

2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
1,206,559 1,483,808 - -
9,915 10,346 - -
48,772 50,148 - _
- - 342,623 342,623
- 5,522 - -
24,430 24,430 - -
86,380 - - -
1,376,056 1,574,254 342,623 342,623
81,893 133,286 - -
990,299 1,664,756 45,283 38,652
262,216 357,487 1,036 1,314
1,334,408 2,155,529 46,319 39,966
12,532 11,731 - -
2,722,996 3,741,514 388,942 382,589
291,516 291,516 291,516 291,516
(1,575) (1,575) (1,575) (1,575)
424,763 766,252 66,726 68,149
289,471 289,122 - -
1,004,175 1,345,315 356,667 358,090
(77,118) (53,802) - -
927,057 1,291,513 356,667 358,090
180,000 140,000 - -
7,500 7,500 - -
187,500 147,500 - -
957,300 1,271,968 - -
645,956 1,024,500 32,275 24,499
5,183 6,033 - -
1,608,439 2,302,501 32,275 24,499
1,795,939 2,450,001 32,275 24,499
2,722,996 3,741,514 388,942 382,589

The annexed notes form an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

Cash Flows from Operating Activities

Loss before taxation

Adjustments for:

Interest expense

Interest income

Depreciation of property, plant and equipment
Impairment loss of property, plant and equipment
Amortisation of intangible assets

Amortisation of land use rights

Gain on disposal of property, plant and equipment
Gain on disposal of assets held for sale
Impairment loss of prepayment

Inventories written-down

Unrealised currency translation difference
Reversal of write-down of inventories

Operating profit/(loss) before working capital changes

Decrease in inventories
Decrease in trade and other receivables
Decrease in trade and other payables

Cash generated from operations
Income tax paid

Net cash flows generated from/(used in) operating activities

Cash Flows from Investing Activities
Interest received

Purchase of property, plant and equipment (Note A)

Purchase of intangible assets
Purchase of land use rights
Proceeds from disposal of catalyst

Proceeds from disposal of property, plant and equipment

Net cash flows used in investing activities

Cash Flows from Financing Activities
Proceeds from borrowings
Repayments of borrowings

Interest paid

Decrease in pledged deposits
Purchase of treasury shares

Net cash flows used in financing activities

Net increase/(decrease] in cash and cash equivalents

Cash and cash equivalents at beginning
Effects of exchange rate changes

Cash and cash equivalents at end

Note:

A. Property, plant and equipment

Note

6(b)

~0

10
11

10
11

17

2016 2015
RMB’000 RMB’000
(295,235) (764,474)

78,682 107,746

(2,662) (57,172)

142,590 269,890
178,527 384,000
766 1,030
1,376 1,671
(668) -

- (121,509)

- 49,000

2,588 11,495
349 (1,819)
(13,697) (35,575)
92,616 (155,717)
62,502 86,125
519,702 722,921
(358,713) (630,200)
316,107 23,129
(7,227) (42,821)
308,880 (19,692)
2,662 57,172
(82,770) (530,890)
(335) (3)

- (19)

- 51,249

24,460 175,905
(55,983) (246,586)
2,112,157 2,753,783
(2,386,825) (2,850,050)
(78,682) (107,746)
118,225 149,749
- (1,575)
(235,125) (55,839)
17,772 (322,117)
173,553 486,881
5,182 8,789
196,507 173,553

During the year, the Group paid cash of RMB82,770,000 (2015 - RMB530,890,000) for the additions to property,
plant and equipment amounting to RMB67,660,000 (2015 - RMB655,361,000). 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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1 GENERAL INFORMATION

The financial statements of the Company and of the Group for the year ended 31 December 2016 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 #12-04, Robinson 112, Singapore 068902.

(a)

(b)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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.

Interpretations and amendments to published standards effective in 2016

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 2016:

Reference Description
Amendments to FRS 1 Disclosure initiatives — Presentation of Financial Statements

The amendments to FRS 1 Presentation of Financial Statements clarify, rather than significantly
change, existing FRS 1 requirements. The amendments clarify:

o The materiality requirements in FRS 1

o That specific line items in the statement(s) of profit or loss and other comprehensive income
(“OCI”) and the statement of financial position may be disaggregated

o That entities should adopt a systemic order in which they present the notes to financial
statements

o That the share of OCI of associates and joint ventures accounted for using the equity method

must be presented in aggregate as a single line item, and classified between those items that
will or will not be subsequently reclassified to profit or loss

Furthermore, the amendments clarify the requirements that apply when additional subtotals are
presented in the statement of financial position and the statement(s) of profit or loss and OCI. The
amendments to FRS 1 are effective for annual periods beginning on or after 1 January 2016. As this
is a disclosure standard, it will have no impact to the financial position of the Company and the Group
and performance of the Group when applied in.
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SUNVIC CHEMICAL HOLDINGS LIMITED
2016 ANNUAL REPORT

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 following are the new or amended FRS issued 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)

Amendments to:

FRS 7 Disclosure Initiative - Statement of Cash Flows 1 January 2017

FRS 115 Revenue from Contracts with Customers 1 January 2018

Clarification to FRS 115  Revenue from Contracts with Customers 1 January 2018

FRS 109 Financial Instruments 1 January 2018

INT FRS 122 Foreign Currency Transactions and Advance 1 January 2018
Consideration

FRS 116 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:

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 are 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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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(c)

FRS issued but not yet effective (Cont’d)

FRS 115 Revenue Contracts with Customers

FRS 115 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 services to a customer.

The standard replaces FRS 11 Construction Contracts, FRS 18 Revenue, INT FRS 113 Customer Loyalty
Programmes, INT FRS 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.
FRS 115 is effective for annual periods beginning on or after 1 January 2018. The Group is currently
assessing the impact to the consolidated financial statements.

Clarifications to FRS 115 Revenue Contracts with Customers

The amendments clarify how to:

o Identify a performance obligation (the promise to transfer a good or a service to a customer])
in a contract

o 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]

J 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, FRS 115, i.e. on 1 January 2018.

FRS 109 Financial Instruments

FRS 109 Financial Instruments replaces the FRS 39 and it is a package of improvements introduced
by FRS 109 which includes a logical model for:

. Classification and measurement;
. A single, forward-looking “expected loss” impairment model; and
J A substantially reformed approach to hedge accounting.

FRS 109 is effective for annual periods beginning on or after 1 January 2018. The Group is currently
assessing the impact to the consolidated financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(c)

(d)

FRS issued but not yet effective (Cont’d)

INT FRS 122 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.

On initial application, entities would have the option of applying the Interpretations either
retrospectively or prospectively in accordance with FRS 8 Accounting Policies, Changes in Accounting
Estimates and Errors. The Group is currently assessing the impact to the consolidated financial
statements.

FRS 116 Leases

FRS 116 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.
FRS 116 Leases will be effective for accounting periods beginning on or after 1 January 2019. Early
adoption will be permitted, provided the company has adopted FRS 115. The Group is currently
assessing the impact to the consolidated financial statements.

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 are 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.
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(d)

Significant accounting policies (Cont’d)
Consolidation (Cont’d)

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction. If the Group loses control over a subsidiary, it:

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

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

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

- recognises the fair value of the consideration received;

- recognises the fair value of any investment retained;

- 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.

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;

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

- 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)
Consolidation (Cont’d)

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 (i) 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.

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.

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)
Investment in joint venture (Cont’d)

Joint arrangements (Cont’d)

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 share of any liabilities incurred jointly;

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

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

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

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

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

Investment in subsidiaries

In the Company’s separate financial statements, investments in subsidiaries are stated at cost less
allowance for any impairment losses on an individual subsidiary basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)

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 freehold land and 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 as 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 or using the asset. Cost may also include transfers from
equity of any gains/losses on qualifying cash flow hedges of foreign currency purchases of property,
plant and equipment.

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

For acquisitions and disposals during the financial year, depreciation is provided from the month
of acquisition and to the month before disposal respectively. Fully depreciated property, plant and
equipment are retained in the books of accounts 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.



—

SUNVIC CHEMICAL HOLDINGS LIMITED v
2016 ANNUAL REPORT

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)
Intangible assets (Cont’d)

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

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

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

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

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

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

Land use rights

Land use rights are initially measured at cost. Following initial recognition, land use rights are
measured at cost less accumulated amortisation. The land use rights are amortised on a straight-
line basis over the lease term of 50 years.

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 there 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)

Impairment of non-financial assets (Cont’d)

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 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.

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)
Financial assets (Cont’d)

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 2016, 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 writeback is recognised in profit or loss.
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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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)

Financial liabilities (Cont’d)

Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Group currently has a legally enforceable right to set
off the recognised amounts; and intends either to 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.

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)
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 service is
performed.

Employee leave entitlements

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

Key management personnel

Key management personnel are those persons having the authority and responsibility for planning,
directing and controlling the activities of the Group. Directors and certain managerial personnel are
considered key management personnel.

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)

Leases (Cont’d)

Where the Group is the lessor,

Operating leases

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

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)

Income taxes (Cont’d)

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

Deferred income tax is measured:

(i) 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.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current income tax assets against current income tax liabilities and when the deferred income taxes
relate to the same fiscal authority.

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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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)

Related parties

A related party is defined as follows:

(a)

(b)

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

that person:

(i)

(ii)

(iii)

has control or joint control over the Company;
has significant influence over the Company; or

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

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

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

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];

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];

both entities are joint ventures of the same third party;

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

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;

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

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

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.



o

SUNVIC CHEMICAL HOLDINGS LIMITED
2016 ANNUAL REPORT

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT’D)

(d)

Significant accounting policies (Cont’d)
Functional currencies

Functional and presentation currency

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

Conversion of foreign currencies

Transactions and balances

Transactions in a currency other than the functional currency (“foreign currency”) are translated into
the functional currency using the exchange rates at the dates of the transactions. Currency translation
differences resulting from the settlement of such transactions and from the translation of monetary
assets and liabilities denominated in foreign 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.

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 are 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:

(i) 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

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

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.
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SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (CONT’D)

3.1

Significant judgements in applying accounting policies (Cont’d)
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 2016, 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 RMB364.8 million (2015 - RMB793.6 million)
and total comprehensive loss of approximately RMB364.5 million (2015 - RMB791.8 million) for the
financial year ended 31 December 2016. The Group's current liabilities exceeded the current assets
by approximately RMB261.5 million (2015 - RMB135.2 million) as at 31 December 2016. The Group has
been incurring operating losses since year 2014. The market demand for the Group’s core products
acrylic acid and acrylate esters, remained weak throughout first three quarters of financial year 2016
and gradually picked up from the last quarter of the financial year. In view of the unfavourable 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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SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (CONT’D)

3.1

3.2

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 2016 is RMB308.9 million compared to net cash used in
operating activities of RMB19.7 million in prior year. 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 tangible asset of approximately RMB927.1
million (2015 - RMB1,291.5 million].

The Group has adequate amount of credit facilities available in addition to cash and cash equivalents
of RMB262.2 million (2015 - RMB357.5 million]. 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 RMB1.42 billion for banking borrowing due to financial institutions of
RMB1.14 billion and personal guarantee from Ms. Hu Yanping, the substantial shareholders of the
Company and Mr. Sun Xiao (the Chief Executive Officer of the Company) for all guarantees provided
by the Group. (See below])

Corporate guarantee (Note 26)

The Group acted as a corporate guarantor to its related parties amounted to RMB1,390,000,000 (2015
- RMB1,204,000,000]) to secure banking facilities. As at 31 December 2016, the related parties had
drawn down an amount of RMB948,180,000 (2015 - RMB296,390,000) 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.

Critical accounting estimates and assumptions used in applying accounting policies

Impairment of loans and receivables (Note 16)

The Group assesses at the end of each reporting period whether there is any objective evidence that
a financial asset is impaired. To determine whether there is objective evidence of impairment, the
Group considers factors such as the probability of insolvency or significant financial difficulties of
the debtor and default or significant delay in payments.
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SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (CONT’D)

3.2

Critical accounting estimates and assumptions used in applying accounting policies (Cont’d)

Impairment of loans and receivables (Note 16) (Cont’d)

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 RMB73,700 (2015: increase by RMB47,900).

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

As a result of the assessment, an impairment loss of RMB92.7 million (2015: RMB94.0 million)
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 RMB4.8 million (2015: RMB7.2 million).
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3.2 Critical accounting estimates and assumptions used in applying accounting policies (Cont’'d)
Impairment of non-financial assets (Note 9) (Cont’d)
(i) Jiangsu Jurong Chemical Co., Ltd ("JJC")

As a result of the assessment, an impairment loss of RMB57.9 million (2015: RMB290.0
million) was recognised in profit or loss. The recoverable amount of the property, plant and
equipment in prior year was based on its value-in-use. In determining the value-in-use of the
property, plant and equipment, cash flow projections based on financial budgets approved by
management covering a period spanning the useful lives of the assets were used. Cash flows
projections are extrapolated using the estimate rates stated below:

Gross margin 9.3%
Growth rate 12%
Discount rate 14.9%

The key assumptions for the value-in-use calculations are those regarding the discount
rates, growth rates and expected changes to selling prices and direct costs during the
period. Management estimates discount rates using pre-tax rates that reflect current market
assessments of the time value of money and the risks specific to the property, plant and
equipment. The growth rates are based on industry growth forecasts. Changes in selling prices
and direct costs are based on past practices and expectations of future changes in the market.

These assumptions have been used for the analysis of property, plant and equipment.
Management determines the budgeted gross margin based on past performance and its
expectation for market development. The weighted average growth rates used are consistent
with industry reports. The discount rates used pre-tax and reflect specific risks relating to
the business segments. The above-estimates are particularly sensitive in the following areas:

o An increase of one percentage point in the discount rate used would have increased the
impairment loss by RMB5,000,000.
J A 5% decrease in future grow margin would have increased the impairment loss by

RMB216.0 million.

In year 2016, 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 RMB3.0 million.

The carrying amount as at 31 December 2016 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 RMB28.0 million (2015: RMB Nil] 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 RMBO0.5 million (2015: RMB Nil).
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SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (CONT’D)

3.2

Critical accounting estimates and assumptions used in applying accounting policies (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 2016 are RMB Nil (2015 - RMB Nil] and RMB1,206,559 (2015 - RMB1,483,808,000])
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/decreases by 10% from
management’s estimates, the Group’s profit for the year will decrease/increase by approximately
RMB14,259,000 (2015 - RMB26,989,000].

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 inventory increase/decrease by 10% from management's estimates,
the Group's profit will decrease/increase by RMB258,800 (2015 - RMB1,149,000). The carrying amount
of the inventory is disclosed in Note 15 to the financial statements.

PRINCIPAL ACTIVITIES AND REVENUE

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

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

OTHER INCOME

2016 2015

The Group Note RMB’000 RMB’000
Rental income 942 1,213
Interest income 2,662 57,172
Gain on disposal of assets held for sale - 121,509
Tax incentive on sale of property, plant and equipment - 109,000
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 42,171 378,296
Gain on disposal of property, plant and equipment 668 -
Other miscellaneous income 21,759 50,427

Total other income 168,202 717,617
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6(A)

6(B)

6(C)

OTHER OPERATING EXPENSES

The Group Note

Impairment loss of property, plant and equipment 9

Impairment loss of prepayment

Costs of raw material and steam sold and provision of waste water
treatment services

Other miscellaneous expenses

FINANCE COSTS

The Group

Interest paid and payable to banks

LOSS BEFORE TAXATION

Loss before taxation is stated after charging:

The Group Note

Audit fees paid to:

- Auditors of the Company

Cost of inventories included in cost of sales

Cost of raw material sold included in other operating expenses 6(a)
Net foreign exchange loss

Staff costs

Contributions to defined contribution plans, included in staff costs
Depreciation of property, plant and equipment

Gain on disposal of property, plant and equipment

Impairment loss of trade receivables 16
Impairment loss of prepayment

Impairment loss of property, plant and equipment 9
Amortisation of intangible assets 10
Amortisation of land use rights 11

Operating lease expense
Directors’ fees

2016 2015
RMB’000 RMB’000
178,527 384,000
- 49,000
38,140 363,510
29,036 22,157
245,703 818,667

2016 2015
RMB’000 RMB’000
78,682 107,746

2016 2015
RMB’000 RMB’000
2,011 1,936
1,577,446 1,531,536
38,140 363,510
13,697 46,289
57,022 90,399
6,368 13,770
142,590 269,890
668 -
258 -
- 49,000
178,527 384,000
766 1,030
1,376 1,671
1,588 1,644
962 1,525
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7 TAXATION

2016 2015
The Group Note RMB’000 RMB’000
Current taxation 29,084 38,600
Under/(Over])-provision in respect of previous years
- Current taxation 40,486 (9,460)
69,570 29,140

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

2016 2015
The Group RMB’000 RMB’000
Loss before taxation (295,235) (764,474)
Income tax using applicable tax rates (73,213) (192,832)
Adjustments:
Non-taxable income!" (289) (4,394)
Non-deductible expenses? 2,171 83,618
Under/(Over]-provision in respect of previous years 40,486 (9,460)
Deferred tax assets not recognised® 100,535 152,400
Utilisation of deferred tax assets on temporary difference not recognised in
previous years (120) (192)
Income tax expense recognised in profit or loss 69,570 29,140

(1) This relates to capital gain that is not subject to tax.

(2]  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.

(3] 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% (2015 - 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% (2015 - 17%) on its taxable profit.
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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 (2015: 533,052,000) shares during
the financial year.

2016 2015
The Group
Net loss attributable to equity holders of the Company (RMB'000) (341,489) (779,494)
Weighted average number of ordinary shares outstanding for basic earnings
per share ('000) 532,001 533,052
Basic loss per share (RMB cents per share) (64.2) (146.2)
Diluted loss per share (RMB cents per share]) (64.2) (146.2)

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.

9 PROPERTY, PLANT AND EQUIPMENT

Construction

Leasehold Plant and Furniture Motor work-in-
The Group buildings  machinery and fixtures vehicles progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Cost
At 1 January 2015 604,425 1,827,170 11,294 24,930 353,562 2,821,381
Additions 69,544 321,124 2,681 2,556 259,456 655,361
Disposals - (109,060) (354) (1,019) (114,137) (224,570)
Reclassifications 500 248,830 217 - (249,547) -
At 31 December 2015 674,469 2,288,064 13,838 26,467 249,334 3,252,172
Additions - 2,199 1,011 - 64,450 67,660
Disposals - (13,014) (42) (1,306) (17,204) (31,566)
Reclassifications 456 20,871 2,223 - (23,550) -
At 31 December 2016 674,925 2,298,120 17,030 25,161 273,030 3,288,266
Accumulated

depreciation and

impairment losses
At 1 January 2015 220,056 919,135 4,862 19,086 - 1,163,139
Depreciation 46,466 218,862 2,292 2,270 - 269,890
Impairment loss

recognised 79,251 302,377 265 1,297 810 384,000
Disposals - (47,434) (337) (894) - (48,665)
At 31 December 2015 345,773 1,392,940 7,082 21,759 810 1,768,364
Depreciation 28,795 109,880 1,572 2,343 - 142,590
Impairment loss

recognised - 178,527 - - - 178,527
Disposals - (6,640) (28) (1,106) - (7,774)
At 31 December 2016 374,568 1,674,707 8,626 22,996 810 2,081,707
Net carrying amount
At 31 December 2016 300,357 623,413 8,404 2,165 272,220 1,206,559

At 31 December 2015 328,696 895,124 6,756 4,708 248,524 1,483,808
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PROPERTY, PLANT AND EQUIPMENT (CONT’D)

(a)

Impairment assessment

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

follows:
Yixing
Jiangsu Jiangsu Taixing Taixing Yinyan
Jurong Jurong Jurong Sunke Import and
Chemical Petrochemical Chemical Chemical 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 174,340 280,795 308,002 620,698 1,251 1,385,086
Less: impairment
loss recognised (57,880) (92,662) (27,985) - - (178,527)
Net book value 116,460 188,133 280,017 620,698 1,251 1,206,559
Cost 1,197,399 960,468 325,117 797,533 7,749 3,288,266
Percentage of net
book value over
costs 10% 12% 86% 78% 16%
Indicators of
impairment Yes Yes Yes No No
Note (i) (ii) (iii)

(i)

Jiangsu Jurong Chemical Co., Ltd ("JJC")

The company incurred operating losses for consecutive three years since year 2014. The market
demand for the company’s core products acrylic acid and acrylate esters, remained weak
throughout first three quarters of year 2016 and gradually picked up from the last quarter of the
financial year. In addition, the company had ceased its production of acrylic acid in year 2016.

In view of the unfavourable 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 2016 and the carrying amount
representing 10% 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.

Based on depreciated replacement cost valuation for year 2016, an adjustment of RMB57.8
million (2015: RMB290.0 million] was made to reflect the recoverable amounts of the assets.
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PROPERTY, PLANT AND EQUIPMENT (CONT’D)

(a)

Impairment assessment (Cont’d)

(ii)

(iii)

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.

Impairment assessment

In prior year, 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.

In year 2016, the Group assessed the recoverable amount of the cracking plant and MTBE plant
using the same depreciated replacement 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 2016, an adjustment of RMB92.7
million (2015: RMB94.0] million was made to reflect the replacement costs of the assets.

Taixing Jurong Chemical Co., Ltd (“Taixing Jurong”)
The property, plant and equipment of Taixing Jurong comprise mainly of
e 10 propylene spherical tank of RMB31.0 million;

e Construction-in-progress of RMB240.0 million; and
e Building of RMB36.1 million
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PROPERTY, PLANT AND EQUIPMENT (CONT’D)

(a)

(b)

(c)

Impairment assessment (Cont’d)

(iii)

Taixing Jurong Chemical Co., Ltd (“Taixing Jurong”) (Cont’'d)

Upon the transfer of production lines to Taixing Sunke Chemicals Co., Ltd. (“Sunke”}, Taixing
Jurong has become a trading arm within the Group. However, there are certain property, plant
and equipment that remain in the book of the company that were not transferred to Sunke.
These assets consisting mainly of 10 propylene spherical tank with a net book value of RMB31.0
million. These assets are currently not in used and the management does not have any plans
for its usage in the near future.

Impairment assessment

The recoverable amount of the 10 propylene spherical tank 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.

Based on depreciated replacement cost valuation for year 2016, an adjustment of RMB28.0
million (2015: RMB Nil) was made to reflect the replacement costs of the assets.

There are no indicators of impairment for the construction-in-progress and buildings as the
Group will be developing the site for its future uses.

Security

As at 31 December 2016, property, plant and equipment of the Group with a carrying amount of
RMB540,101,000 (2015 - RMB198,845,000) are pledged as security to secure bank loans (Note 21).

Construction work-in-progress as at 31 December 2016 mainly relates to the following:

Construction work-in-progress mainly relates to the construction of a waste treatment plant.
As at 31 December 2016, the capitalised costs amounted to RMB Nil (2015 - RMB1,671,000);
and

Construction of an electricity substation, office building and preliminary preparation work in
the Economic Development Zone of Taixing City, the PRC, for future construction of chemical
production facility. As at 31 December 2016, the capitalised costs amounted to RMB253,240,000
(2015 - RMB229,509,000).
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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 2015 12,557 2,745 15,302
Additions - 3 3
At 31 December 2015 12,557 2,748 15,305
Additions - 335 335
At 31 December 2016 12,557 3,083 15,640

Accumulated amortisation

At 1 January 2015 3,188 741 3,929
Amortisation charge 764 266 1,030
At 31 December 2015 3,952 1,007 4,959
Amortisation charge 493 273 766
At 31 December 2016 4,445 1,280 5,725

Net carrying amount

At 31 December 2016 8,112 1,803 9,915
At 31 December 2015 8,605 1,741 10,346

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 RMB766,000 is included in the "Administrative expenses’
line item in consolidated statement of profit or loss and other comprehensive income.

1 LAND USE RIGHTS

2016 2015

The Group RMB’000 RMB’000
Cost

At 1 January 54,542 54,523
Additions - 19
At 31 December 54,542 54,542
Accumulated amortisation

At 1 January 4,394 2,723
Amortisation charge 1,376 1,671
At 31 December 5,770 4,394

Net carrying amount

At 31 December 48,772 50,148
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12(A)

LAND USE RIGHTS (CONT’D)

The Group

2016 2015
RMB’000 RMB’000

Amount to be amortised:

- Not later than one year

- Later than one year but not later than five years
- Later than five years

857 1,150
3,427 4,602
44,488 44,396
48,772 50,148

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 remainin

g average tenure of 37

years (2015 - 38 years). The land use rights were pledged as securities to obtain credit facilities (Note 21).

The amortisation of land use rights amounted to RMB1,376,000 (2015 - RMB1,671
‘Administrative expenses’ line items in consolidated statement of profit or loss an
income.

INVESTMENT IN SUBSIDIARIES

The Company

,000) is included in the
d other comprehensive

2016 2015
RMB’000 RMB’000

Unquoted equity investments, at cost
Less: Accumulated impairment losses

399,884 399,884

Balance at beginning

Impairment charge

(57,261) (57,261)

Balance at end

(57,261) (57,261)

342,623 342,623

Details of subsidiaries are as follows:

Country of Proportion of
incorporation/ ownership interest
and and voting rights
Name of subsidiary operation Principal activities held by the Group
2016 2015
% %
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"]"
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12(A) INVESTMENT IN SUBSIDIARIES (CONT’D)

Country of Proportion of
incorporation/ ownership interest
and and voting rights
Name of subsidiary operation Principal activities held by the Group
2016 2015
% %
Held through Dynix:
Jurong Chemical LLC ("JC"]¥ United States of  Trading business and provision 100 100
America ("USA”") of 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 100 100
("LWL")“ America ("USA”") of after-sales services
Held through JJC:
Yinyan Products Quimicos Ltda Brazil Import and export of chemical 100 100
("YPQ")® products
Yixing Yinyan Import and The PRC Import and export of chemical 100 100
Export 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 Co., The PRC Manufacture and sale of # #
Ltd ("TSC” or “Sunke”)? chemical products

(1) Audited by Foo Kon Tan LLP, Singapore, Chartered Accountants
(2) Audited by Grant Thornton, Certified Public Accountants, the PRC
(3)  Unaudited, dormant

(4] Not required to be audited in the country of incorporation

#  The Group has 45% equity interest in Sunke which is accounted for as joint operation (Note 12(b))
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12(A) INVESTMENT IN SUBSIDIARIES (CONT’D)

Investment in SVAP

(i)

(ii)

(iii)

Although the Group owns less than half of SVAP, it 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.

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 RMB573 million (Note 9)
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 RMB57 million, determined based on fair value
less cost of disposal. Accordingly, an impairment loss of RMB57 million had been recognised on the
Company’s cost of investment in SVAP in financial year 2014. No additional impairment is required
in year 2016 because the investments was fully impaired since year 2014. The resulting fair values
of the investment in subsidiaries are considered as Level 3 fair value measurement.

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
2016 and 2015.

Proportion of
ownership interest and

Country of voting rights held by

Name of subsidiary incorporation Principal activities non-controlling interests

2016 2015

% %
Jiangsu Jurong Petrochemicals The PRC Manufacture and 17.9 17.9
Co., Ltd sale of chemical
products
2016 2015

RMB’000 RMB’000

Summarised statement of financial position

Current

Assets 21,852 126,985
Liabilities (792,302) (806,933)
Total net current liabilities (770,450) (679,948)

Non-current
Assets 285,994 325,649

Net liabilities (484,456) (354,299)
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12(A) INVESTMENT IN SUBSIDIARIES (CONT’D)

Investment in SVAP (Cont’d)

—

(iii) Summarised financial information of subsidiaries with material non-controlling interests (Cont'd)

Summarised income statement

Revenue
Expenses

Loss before income tax
Income tax expense

Loss after tax
Other comprehensive income

Total comprehensive loss

Total comprehensive loss allocated to non-controlling interests

Dividends paid to non-controlling interests

Summarised cash flows

Cash flows generated from/(used in) operating activities

Cash flows generated from investing activities

Cash flows (used in)/generated from financing activities

Net (decrease)/increase in cash and cash equivalents

12(B) INVESTMENT IN JOINT OPERATION

2016 2015
RMB’000 RMB’000
17,410 22,217
(147,566) (101,043)
(130,156) (78,826)
(130,156) (78,826)
(130,156) (78,826)
(23,298) (14,108)

2016 2015
RMB’000 RMB’000
12,736 (8,015]
- 1,269
(12,933) 6,965
(197) 219

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 ownership

Country of interest and voting
Name of joint operation incorporation Principal activities rights held
2016 2015
% %
Taixing Sunke Chemicals Co., The PRC Manufacture and sale of 45 45

Ltd (“Sunke”)

chemical products
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12(B) INVESTMENT IN JOINT OPERATION (CONT’D)

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

2016 2015
RMB’000 RMB’000

Summarised statement of financial position

Assets

Property, plant and equipment 2,089,756 2,309,589
Land use rights 50,871 52,022
Intangible assets 1,407 763
Inventories 94,558 68,144
Trade and other receivables 639,304 686,968
Cash and cash equivalents 346,831 83,204
Total assets 3,222,727 3,200,690
Liabilities

Trade and other payables (948,024) (1,365,079)
Bank borrowing (400,000) -
Income tax payable (6,677) (4,137)
Total liabilities (1,354,701) (1,369,216)
Net assets 1,868,026 1,831,474

2016 2015
RMB’000 RMB’000

Summarised income statement

Revenue 2,145,048 2,268,677
Expenses (2,108,496) (2,242,488)
Profit for the period 36,552 26,189

Dividend received from joint operation - -

2016 2015
RMB’000 RMB’000

Summarised cash flows

Cash flows (used in)/generated from operating activities (73,794) 155,714
Cash flows used in investing activities (53,871) (825,615)
Cash flows generated from financing activities 391,292 606,159

Net increase/(decrease) in cash and cash equivalents 263,627 (63,742)
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14(A)

DEPOSITS PAID FOR PROPERTY, PLANT AND EQUIPMENT

2016 2015
The Group RMB’000 RMB’000
Deposits - 5,522

Deposits paid for property, plant and equipment relate to the construction of the waste treatment plant.
The deposits paid for property, plant and equipment were denominated in Chinese Renminbi.
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:

2016 2015
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 written
down value of
qualifying Unappro-
property, plant priated
The Group Note and equipment profits Total
RMB’000 RMB’000 RMB’000

At 1 January 2015, 31 December 2015
and 31 December 2016 24,430 (7,500) 16,930
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14(A) DEFERRED TAXATION (CONT’D)

14(B)

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 2016, the aggregate amount of temporary differences relating to undistributed profits
of subsidiaries for which deferred tax liabilities have not been recognised is RMB1,103,353,000 (2015 -
RMB1,099,403,000). Unutilised tax liability totalling approximately RMB55,168,000 (2015 - RMB54,970,000)
has not been recognised in respect of these differences because the Group is in a position to control the
timing of the reversal of the temporary differences and it is probable that such differences will not reverse
in the foreseeable future.

Unrecognised deferred tax assets

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

2016 2015
The Group RMB’000 RMB’000
Deductible temporary difference 1,599,181 1,195,347
Tax losses 343,536 344,242

1,942,717 1,639,589

The Group has unabsorbed tax losses amounting to approximately RMB343,536,000 (2015 - RMB344,242,000)
that will expire between 2017 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 RMB1,599,181,000 (2015 - RMB1,195,347,000]).

Unutilised tax benefits totalling approximately RMB485,015,000 (2015 - RMB384,479,000) arising from
deductible temporary difference and tax losses had not been recognised as there was no reasonable certainty
of their realisation in the future.

VALUE-ADDED TAX RECOVERABLE

2016 2015
The Group RMB’000 RMB’000
Value-added tax recoverable 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.



—

SUNVIC CHEMICAL HOLDINGS LIMITED v
2016 ANNUAL REPORT

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

15 INVENTORIES

2016 2015
The Group RMB’000 RMB’000
At cost
Raw materials 32,981 62,147
Packaging materials 2,738 3,198
Goods-in-transit 9,772 5,561
45,491 70,906
At net realisable value
Finished goods 32,313 54,565
Work-in-progress 4,089 7,815

81,893 133,286

Statement of profit or loss and other comprehensive income:
Inventories recognised as an expense in cost of sales 1,577,446 1,531,536

Inclusive of the following charge:
- Inventories written-down 2,588 11,495
- Reversal of write-down of inventories (13,697) (35,575)

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
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables

- 3rd parties 201,269 194,791 - -
- joint operation 239,390 588,833 - -
- related parties 349,317 347,128 - -
- subsidiaries - - 29,884 24,065
Notes receivable 65,423 163,159 - -
855,399 1,293,911 29,884 24,065
Allowance for impairment losses
Balance at beginning (479) (479) - -
Impairment charge (258) - - -
Balance at end (737) (479) - -
Net trade receivables 854,662 1,293,432 29,884 24,065
Non-trade amounts due from subsidiaries - - 14,825 13,825
Other receivables 55,746 210,059 568 713
Loans and receivables 910,408 1,503,491 45,277 38,603
Value-added tax recoverable 79,891 161,265 [ 49

Total 990,299 1,664,756 45,283 38,652
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TRADE AND OTHER RECEIVABLES (CONT’D)

Non-trade amounts due from subsidiaries

Non-trade amounts due from subsidiaries represent expenses paid by the Company on behalf of the
subsidiaries. The amounts were unsecured, non-interest bearing and repayable on demand.

Loans and receivables

Loans and receivables are non-interest bearing. Trade receivables are generally on 30 to 90 days’ terms
(2015 - 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, RMB737,000 allowances were
considered necessary by management (2015 - RMB479,000] as of 31 December 2016. 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 2016, trade receivables and notes receivable amounted to RMB70,549,000 (2015 -
RMB135,988,000) 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:

(i) Loans and receivables that are neither past due nor impaired

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Current
- Trade receivables 668,199 1,154,623 29,884 24,065
- Other receivables 55,746 210,059 15,393 14,538
Total 723,945 1,364,682 45,277 38,603

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.



—

SUNVIC CHEMICAL HOLDINGS LIMITED v
2016 ANNUAL REPORT

NOTES TO THE FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2016

16

TRADE AND OTHER RECEIVABLES (CONT’D)

Loans and receivables (Cont'd]

(ii)

(iii)

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
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Less than 30 days 124,947 112,823 - -
30 to 120 days 46,071 24,484 - -
More than 120 days 15,445 1,502 - -

186,463 138,809 - -

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.

Loans and receivables that are past due and/or impaired

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

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
More than 120 days 737 479 - -

The carrying amount of loans and receivables individually determined to be impaired and the
movements in the related allowance for impairment are as follows:

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Gross amount 737 479 - -
Less: allowance for impairment
of trade receivables (737) (479) - -

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

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Cash and bank balances 196,507 173,553 1,036 1,314
Fixed deposits - pledged 65,709 183,934 - -
262,216 357,487 1,036 1,314

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

2016 2015
The Group RMB’000 RMB’000
Cash and cash equivalents 262,216 357,487
Less: fixed deposits - pledged (65,709) (183,934)

196,507 173,553

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 to three months (2015 - one to three months] from the end of the
financial year with the weighted average effective interest rate at 1.62% (2015 - 3.14%) per annum.

NON-CURRENT ASSETS HELD FOR SALE

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

2016 2015
The Group RMB’000 RMB’000
Property, plant and equipment 12,532 11,731

Land in Louisiana

In prior year, the management had committed to a plan to sell the land in Louisiana with carrying amount of
RMB12,532,000 (2015 - RMB11,731,000]). The Group has appointed a property agent to source for a potential
buyer and is currently in discussion with a potential buyer over the sale of the land. Subsequent to the
financial year, the Group entered into an agreement for the sale of the land. The management expects the
sale to be completed in 2017.
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SHARE CAPITAL

Group and Company

2016
Beginning and end of financial year

2015
Beginning of financial year
Treasury shares purchased

End of financial year

o

E

No. of ordinary shares Amount
Issued share Treasury Issued share Treasury
capital shares capital shares
000 000 RMB’000 RMB’000
533,651 (1,650) 291,516 (1,575)
533,651 - 291,516 -
- (1,650) - (1,575)
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.

The Company acquired Nil (2015 - 1,650,000] of its own shares through purchase on the Singapore Exchange
during the financial year. The total amount paid to acquire the shares was RMB Nil (2015 - RMB1,575,000)
and has been deducted from the shareholder’s equity. The shares are held as ‘treasury shares’.

OTHER RESERVES

The Group

Merger reserve

Capital reserve

Foreign currency translation reserve
Special safety reserve

Represented by:
Distributable
Non-distributable

Note

(i)
(ii)
(iii)

(iv)

2016 2015
RMB’000 RMB’000
(499) (499)
255,286 255,286
(15,630) (15,979)
50,314 50,314
289,471 289,122
(15,630) (15,979)
305,101 305,101
289,471 289,122
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The movements in other reserves are as follows:

(i) Merger reserve represents the difference between the consideration paid and the share capital of a

subsidiary restructured under common control.

2016 2015
The Group RMB’000 RMB’000
Merger reserve
Balance at beginning and at end (499) (499]

(ii) Capital reserve comprises accumulated profits transferred by the PRC subsidiaries as required under

the local PRC legislation.

The PRC subsidiaries are required to appropriate 10% of its profits after taxation, as determined
under the PRC Generally Accepted Accounting Principles (the “PRC GAAP”), to the statutory surplus
reserve until the revenue balance reaches 50% of its registered capital. The appropriation to this

reserve must be made before the distribution of dividends to investors. Statutory surplus reserve
can be used to make good previous years’ losses, if any, and may be converted into paid-in capital in
proportion to the existing interests of the investors, provided that the balance after such conversion

is not less than 25% of the registered capital.

Under the PRC laws, the creation of a discretionary reserve is optional. In accordance with its Articles

of Association, YYIE is required to appropriate a percentage of its PRC GAAP profits after taxation
as determined by the directors to a discretionary reserve. YYIE has appropriated 5% of such profits

after taxation from 2003 onwards.

2016 2015
The Group RMB’000 RMB’000
Capital reserve
Balance at beginning 255,286 304,989
Transfer to current year profit or loss - (49,703)
Balance at end 255,286 255,286

(iii)  The foreign currency 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.

2016 2015
The Group RMB’000 RMB’000
Foreign currency translation reserve
Balance at beginning (15,979) (17,798)
Net currency translation differences of financial statements
of foreign subsidiaries 349 1,819
Balance at end (15,630) (15,979)
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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.

2016 2015
The Group RMB’000 RMB’000
Special safety reserve
Balance at beginning 50,314 41,952
Transfer from current year profit or loss - 8,362
Balance at end 50,314 50,314
BORROWINGS
2016 2015
The Group RMB’000 RMB’000
Current
Secured bank loans 942,732 651,968
Unsecured bank loans 14,568 620,000

957,300 1,271,968

Non-current
Secured bank loans 180,000 140,000
Unsecured bank loans - -

180,000 140,000

Total borrowings 1,137,300 1,411,968

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

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

(a) Property, plant and equipment of the subsidiaries (Note 9(b)};
(b) Land use rights (Note 11);

(c) Loans and receivables (Note 16]);

(d) Pledge deposits (Note 17); and

(e) Guarantee provided by the related parties, a director and a shareholder.
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21 BORROWINGS (CONT’D)

21.1

21.2

21.3

Effective interest rates

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

2016 2015
The Group Currency % %
Secured bank loans RMB 2.90-7.50 1.19-7.00
Secured bank loans usD 1.18-4.60 3.85-6.72
Unsecured bank loans RMB - 6.72
Unsecured bank loans usD 1.95-2.10 -

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
2016
Secured bank loans 180,000 195,277
2015
Secured bank loans 140,000 146,859

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 period which the
directors expect to be available to the Group as follows:

2016 2015

The Group
Secured bank loans 3.00% 4.28%

Undrawn borrowing facilities

The amount of stand-by credit facilities available to the Group at the end of the financial year is
RMB536 million (2015 - RMB1,253 million).
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TRADE AND OTHER PAYABLES

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000

Trade payables

- third parties 386,071 563,651 - -
- related parties 144,478 163,892 - 2,897
Notes payables - 134,837 - -

530,549 862,380 - 2,897
Accrued operating expenses 42,537 49,244 7,140 6,142
Amounts due to subsidiaries (non-trade) - - 24,542 14,336
Other payables 72,870 112,876 593 1,124

645,956 1,024,500 32,275 24,499

Trade and other payables

Trade and other payables are unsecured and non-interest bearing. Trade payables are normally settled on
60-day (2015 - 60-day) terms.

Notes payables

The notes payables are secured on the fixed deposits of RMB17,257,000 (2015 - RMB20,000,000] 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).

SEGMENT REPORTING

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

- Manufacture and sale of Acrylic Acid ("AA”) and Acrylate Esters ["AE");
- Manufacture and sale of PMIDA and glyphosate; and
- Manufacture and sale of refined MTBE and petroleum products.

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

Other operations include the manufacture and sale of other chemical products. None of these segments
meets any of the quantitative thresholds for determining reportable segments in 2016 or 2015.

Information about reportable segments is as follows:

External revenue

Interest income
Interest expense
Depreciation and
amortisation
Impairment loss on
property, plant and
equipment
Reportable segment
(loss)/profit before
income tax

Reportable segment
assets

Capital expenditure

Reportable segment
liabilities

MTBE and
PMIDA and Petroleum-related
AA and AE glyphosate products Others Total

2016 2015 2016 2015 2016 2015 2016 2015 2016 2015
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000
1,697,217 1,729,408 11,684 89,369 - - 424,652 348,457 2,133,553 2,167,234
- - - - - - 2,662 57,172 2,662 57,172
(62,591)  (85,979) (431) (4,443) - - (15,6600 (17,324)  (78,682) (107,746)
(83,337) (192,305) (9,585) (9,599)  (50,963)  (69,454) (847)  (1,235) (144,732) (272,591)
(85,865) (290,000) - - [92,662) (94,000) - - (178,527) (384,000)
(163,298) (556,288)  (9,410) (56,697) (143,625) (163,454) 21,098 11,965  (295,235)  (764,474)
2,164,323 3,226,529 18,800 45,474 359,128 406,378 180,745 63,133 2,722,996 3,741,514
67,6413 641,759 - - 582 13,544 - 80 67,995 655,383
1,719,165 2,381,446 - - 24,863 25,893 51,911 42,662 1,795,939 2,450,001

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.

2016

Revenue from external

customers

Non-current assets

2015

Revenue from external

customers

Non-current assets

South North
Asia Europe America America Others Consolidated
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2,112,045 821 1,061 19,368 258 2,133,553
1,265,246 - - - - 1,265,246
2,115,249 2,677 21,484 26,068 1,756 2,167,234
1,549,824 - - - - 1,549,824

Information about major customers

Revenue of approximately RMB1,138,328,000 (2015 - RMB243,815,668) are derived from 3 (2015 - 4] external
customers. These revenues are attributable to the AA & AE and PMIDA & glyphosate segments in the PRC.
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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 2016 and 31 December 2015:

2016 2015
The Group Note RMB’000 RMB’000
Sale of chemical products (i) 544,691 693,275
Sale of waste material (i) 23,176 -
Advances from a related party (iii) - 1,279
Purchase of inventories (iv) 161,342 39,198
Purchase of spare parts (v) - 215
Purchase of raw material (vi) 2,187 322,897
Sale of raw material and other spare parts (vii) 226,769 378,296

(i)

(ii)

(iii)

(iv]

(v)

(vi)

(vii)

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”], Yixing Danson Technology Co.,
Ltd ("Yixing Danson”], Taixing Jinyan Chemicals Technology Co., Ltd ("Taixing Jinyan”) and
Taixing Yumeng Wuzhi Co., Ltd ("Taixing Yumeng”).

Sale of waste material

The Group sold waste material to Yixing Danson and Jiangsu Yinyan.

Advances from a related party

During the year, no advance was provided to the Group from Whitefield Capital Inc.

Purchase of inventories

The Group purchased inventories from Yixing Danson, Taixing Jinyan, Taixing Yumeng and
Jiaxing Jinyan.

Purchase of spare parts

During the year, no spare part was purchased by the Group.

Purchase of raw material

During the year, 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 spare parts to Jiaxing Jinyan.
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(b) Compensation of directors and key management personnel

2016 2015

The Group RMB’000 RMB’000
Short-term employee benefits 4,464 6,312
CPF contributions 79 69

4,543 6,381
Comprise amounts paid to:
Directors of the Company 2,905 4,822
Other key management personnel 1,638 1,559

4,543 6,381

25 COMMITMENTS
(a)  Capital commitments

Capital expenditure contracted for as at the end of the reporting period but not recognised in the
consolidated financial statements are as follows:

2016 2015
The Group RMB’000 RMB’000
Capital commitments:
- contracted but not provided for - 30,000

(b) Operating lease commitments - as lessee

The Group has entered into commercial lease on an office premise, a warehouse and a house. These
leases have an average tenure of between 1 and 2 years (2015 - 1 and 5 years). The lease for office
premise has a renewal option included in the contract while the leases for warehouse and house do
not have a renewal option or contingent rent provision included in the contract.

Minimum lease payments are recognised as an expense in profit or loss for the financial year ended
31 December 2016 amounted to RMB1,588,000 (2015 - RMB1,644,000).

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

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Not later than one year 350 1,057 257 691
Later than one year but not later than
five years 15 304 15 229

365 1,361 272 920
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25 COMMITMENTS (CONT’D)

(c)

26 CORPORATE GUARANTEE

Guarantee provided by the Group

Operating lease commitments - as lessor

The Company sub-leases office premise to external parties.

—

@

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

period are as follows:

Not later than one year
Later than one year but not later than five years

Group and Company

2016 2015
RMB’000 RMB’000
52 225
- 75
52 300

The leases on the Group and the Company’s office premise on which rentals are receivable will expire
on 2017 (2015 - 2017) with renewals at the then prevailing rates.

(i)

The Group acted as a corporate guarantor to provide guarantees to its related parties amounted
to RMB1,390,000,000 (2015 - RMB1,204,000,000] respectively to secure banking facilities. As at
31 December 2016, the related parties had drawn down an amount of RMB948,180,000 (2015 -
RMB296,390,000) from these facilities. The loan facilities will expire in 2017 (2015 - expire in 2018).

Guarantee given:
Yixing Danson
Jiaxing Jinyan
Jiangsu Yinyan
Taixing Jinyan
Jinyan Cangchu

Amount drawn down:

Yixing Danson
Jiaxing Jinyan
Jinyan Cangchu
Taixing Jinyan

2016 2015
RMB’000 RMB’000
590,000 484,000
65,000 70,000
475,000 650,000
260,000 -
1,390,000 1,204,000

2016 2015
RMB’000 RMB’000
347,000 63,500
45,000 -
260,000 -
296,180 232,890
948,180 296,390
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CORPORATE GUARANTEE (CONT’D)

Guarantee provided by the Group (Cont’d)

(i) As at 31 December 2016, the Group acted as a corporate guarantor to provide guarantees to unrelated
parties amounting to RMB Nil (2015 - RMB42,500,000). Ms. Hu Yanping, the substantial shareholders
of the Company and Mr. Sun Xiao (the Chief Executive Officer of the Company) have provided a personal
guarantee for all guarantees provided by the Group.

(iii)  The Company acted as a corporate guarantor to provide guarantees to its subsidiaries, Dynix,
amounted to USD10,000,000 (2015 - USD10,000,000) to secure banking 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 on the basis that the past three years
historical experience to financial year 2016, 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.

FAIR VALUE MEASUREMENT
Fair value

FRS 113 defines 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. In estimating the fair
value of an asset or a liability, the Group takes into account the characteristics of the asset or liability
which market participants would take into account when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in these consolidated financial statements
is determined on such a basis, except for leasing transactions that are within the scope of FRS 17 Leases,
and measurements that have some similarities to fair value but are not fair value, such as net realisable
value in FRS 2 Inventories or value-in-use in FRS 36 Impairment of Assets.

The carrying amount of financial assets and financial liabilities with a maturity of less than one year is
assumed to approximate their fair values.

27.1 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:

. Level 1 : quoted prices (unadjusted] in active markets for identical assets or liabilities

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

o Level 3 : unobservable inputs for the asset or liability

There is no financial assets and financial liabilities measured at fair value as at 31 December 2016
and 2015.
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FAIR VALUE MEASUREMENT (CONT’D)

27.2 Accounting classifications of financial assets and financial liabilities

o

@

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

The Group Note
Loans and receivables:

Trade and other receivables 16
Pledged deposits and cash and bank balances 17
Total

Financial liabilities at amortised cost:

Borrowings 21
Trade and other payables 22
Total

The Company Note
Financial assets:

Trade and other receivables 16
Cash and bank balances 17
Total

Financial liabilities at amortised cost:
Trade and other payables 22

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

2016 2015
RMB’000 RMB’000
910,408 1,503,491
262,216 357,487
1,172,624 1,860,978
1,137,300 1,411,968
645,956 1,024,500
1,783,256 2,436,468

2016 2015
RMB’000 RMB’000
45,277 38,603
1,036 1,314
46,313 39,917
32,275 24,499

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 regularly 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.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

(a)

(b)

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 parties. The maximum exposure of the Group in respect of the financial guarantee
(see Note 26(i)) at the reporting date is if the facility is drawn down by the related parties to the
maximum amount of RMB1,390 million (2015 - RMB1,204 million). 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.
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.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

(b)

Liquidity risk (Cont’d)

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 RMB536 million
(2015 - RMB1,253 million].

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 RMB948.2 million (2015 - RMB296.4 million).

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:

2016
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 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
2015
One year One to Over
or less five years five years Total
RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 1,024,500 - - 1,024,500
Borrowings 1,276,402 159,853 - 1,436,255
Financial guarantee contracts - 1,246,500 - 1,246,500
2,300,902 1,406,353 - 3,707,255
2016
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 32,275 - - 32,275
Financial guarantee contracts - 69,370 - 69,370
32,275 69,370 - 101,645
2015
One year One to Over
or less five years five years Total
RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 24,499 - - 24,499
Financial guarantee contracts - 64,940 - 64,940
24,499 64,940 - 89,439

The Group and the Company ensure that there are adequate funds to meet all its
timely and cost-effective manner.

obligations in a
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

(c)

(d)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s financial instruments
will fluctuate because of changes in market interest rates. The Group’s exposure to interest rate
risk arises primarily from their borrowings. However, the Group’s loans given to related parties are
unsecured, interest bearing, repayable on demand and are to be settled in cash.

The Group’s policy is to manage interest costs using a mix of fixed and floating rate debts taking into
consideration the funding requirements of the Group.

Sensitivity analysis for interest rate risk

The Company and the Group are not exposed to any cash flows risk as it does not have any monetary
financial instruments with variable interest rates.

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.
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28 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT’D)

(d)  Foreign currency risk (Cont’d)

The Group's and the Company’s exposures to various currencies are as follows:

Singapore Brazilian
Group Renminbi Dollar usD Euro Real Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2016
Trade and other
receivables 895,437 568 14,403 - - 910,408
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)
(566,626) (1,080) (41,874) 1 (1,053) (610,632)
2015
Trade and other
receivables 1,484,369 762 18,360 - - 1,503,491
Cash and cash
equivalents 327,355 254 29,749 1 128 357,487
Borrowings (1,266,474) - (145,494) - - (1,411,968)
Trade and other
payables (918,154) (3,090) (102,405) (16) (835) (1,024,500)
(372,904) (2,074) (199,790) (15) (707) (575,490)
Singapore Brazilian
Company Renminbi Dollar uUsD Euro Real Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
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
2015
Trade and other
receivables 681 713 37,209 - - 38,603
Cash and cash
equivalents - 40 1,274 - - 1,314
Trade and other
payables (19,336) (2,267) (2,896) - - (24,499)
(18,655) (1,514) 35,587 - - 15,418
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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)
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
USD/RMB - strengthened 3% (2015 - 3%) (934) (4,798) 1 886
- weakened 3% (2015 - 3%] 934 4,798 (1) (886)

(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;

(c] 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.
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CAPITAL MANAGEMENT (CONT’D)

The immediate focus is to continue to optimise its operations with prudent cash management so as to
maximise shareholders’ value. The Group will continue to be guided by prudent financial policies.

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

Group Company
2016 2015 2016 2015
RMB’000 RMB’000 RMB’000 RMB’000
Borrowings 1,137,300 1,411,968 - -
Less: Cash and cash equivalents (262,216) (357,487) (1,036) (1,314)
Total net debt 875,084 1,054,481 (1,036) (1,314)
Total equity 927,057 1,291,513 356,667 358,090
Total capital 1,802,141 2,345,994 355,631 356,776
Gearing ratio 49% 45% 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 2016 and 2015.

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

Percentage of treasury shares : 0.31%

DISTRIBUTION OF HOLDERS OF SHARES BY SIZE OF SHAREHOLDINGS AS AT 22 MARCH 2017

Size of Shareholdings No. of Holders % No. of Shares %
1-99 4 0.20 98 0.00
100 - 1,000 53 2.67 46,544 0.01
1,001 - 10,000 809 40.80 5,685,502 1.07
10,001 - 1,000,000 1,090 54.97 75,638,813 14.22
1,000,001 and above 27 1.36 450,629,684 84.70
TOTAL 1,983 100.00 532,000,641 100.00

TWENTY LARGEST HOLDERS OF SHARES AS AT 22 MARCH 2017

No. Name of Holders of Shares No. of Shares %
1 DBS VICKERS SECURITIES (S) PTE LTD 296,835,000 55.80
2 WHITEFIELD CAPITAL INC. 54,732,241 10.29
3 UOB KAY HIAN PTE LTD 17,232,500 3.24
4 MAYBANK KIM ENG SECURITIES PTE LTD 15,726,349 2.96
5 CITIBANK NOMINEES SINGAPORE PTE LTD 11,347,878 2.13
6 GOH BEE LAN 6,165,000 1.16
7 DBS NOMINEES PTE LTD 6,149,412 1.16
8 LIM CHAP HUAT 5,950,000 1.12
9 PHILLIP SECURITIES PTE LTD 5,378,000 1.01
10 RAFFLES NOMINEES (PTE) LTD 4,618,967 0.83
" LIM HAN QIN 2,700,000 0.51
12 UNITED OVERSEAS BANK NOMINEES PRIVATE LIMITED 2,064,100 0.39
13 TEOH BOON TECK 2,056,000 0.39
14 NOMURA SINGAPORE LIMITED 1,980,000 0.37
15 TA YOKE PENG EDWARD 1,694,700 0.32
16 DB NOMINEES (SINGAPORE) PTE LTD 1,617,137 0.30
17 LEE MUI MUI JACQUELINE 1,600,000 0.30
18 ONEEQUITY SG PRIVATE LIMITED 1,500,000 0.28
19 OCBC SECURITIES PRIVATE LIMITED 1,453,700 0.27
20 LIN ZEWEI 1,449,300 0.27
TOTAL 442,050,284 83.10

Note: The percentages are computed based on 532,000,641 ordinary shares excluding treasury shares as at 22 March 2017.
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SUBSTANTIAL SHAREHOLDERS AS AT 22 MARCH 2017

No. of shares in which No. of shares in which
Name of Substantial substantial shareholders have substantial shareholders are
Shareholders 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, Cap. 50.

On the basis of the information available to the Company as at 22 March 2017, approximately 37.95% 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 Friday, 28 April 2017 at
10:00 a.m. to transact the following businesses:-

AS ORDINARY BUSINESS

To receive and adopt the Audited Financial Statements of the Company for the financial year
ended 31 December 2016 and the Directors’ Statement together with the Auditors” Report.

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

(al  Mr Yang Guogiang (Retiring under Article 89)

Mr Raymond Ong Sie Hou, who retires under Article 89 of the Company’s Constitution, will
not seek for re-election as director of the Company.

Mr Ong will, upon retirement, cease as director, Chairman of the Nominating Committee
and a member of both the Audit Committee and Remuneration Committee at the conclusion
of the AGM.

To re-appoint Foo Kon Tan LLP as auditors of the Company and to authorise the Directors
to fix their remuneration.

To approve the payment of Directors’ fees of $$200,000/- for the financial year ended
31 December 2016.

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:-

(a) pursuant to Section 161 of the Companies Act, Cap. 50 (the “Act”) and the listing rules
of the Singapore Exchange Securities Trading Limited ("SGX-ST"), 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

(i) 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

(Resolution 1)

(Resolution 2)

(Resolution 3)

(Resolution 4)

(Resolution 5)
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(b)

(c]

(d)

(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);

(i) (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

(C) 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 1]

—
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6. To transact any other business of which due notice shall have been given.
By Order of the Board

Teo Meng Keong
Company Secretary

13 April 2017
Singapore

EXPLANATORY NOTES:

1. Ordinary Resolution 5, if passed, will authorise the Directors of the Company to, from the date of the passing
of Ordinary Resolution 5 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 5 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 Ordinary Resolution 5 is passed; and

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

In exercising the authority conferred by Ordinary Resolution 5, 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) 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, Cap. 50.
2. A proxy need not be a member of the Company.

3. Theinstrument 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 General Meeting.

PERSONAL DATA PRIVACY:

By submitting an instrument appointing a proxylies) 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”], [ii)
warrants that where the member discloses the personal data of the member’s proxylies) and/or representative(s)
to the Company (or its agents or service providers), the member has obtained the prior consent of such proxylies)
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 proxylies) 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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SUNVIC CHEMICAL HOLDINGS LIMITED Important:

i . 1. Relevant intermediaries as defined in Section 181 of the
[Compa ny Registration No. 200406502E]) Companies Act, Cap. 50 may appoint more than two proxies

[Incorporated in the Republlc of Slngapore] to attend, speék and vote at the Annual Gen.eral Meetmg.

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
respective agent banks if they have any queries regarding
their appointment as proxies.

PROXY FORM 3. By submitting an instrument appointing a proxylies) 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 2017.

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
/ P to be represented by proxy (%)

and/or (delete as appropriate])

Proportion of shareholdings

N Add NRIC/P tN
ame ress /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 Friday, 28 April
2017 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 5 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
2016 and the Directors” Statement together with the Auditors’ Report thereon

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

3. To re-appoint Foo Kon Tan LLP as auditors and to authorise the Directors to fix
their remuneration

4. To approve the payment of Directors’ Fees of $$200,000/- for the financial year
ended 31 December 2016

5. 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 (/) 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.

Datedthis __ day of 2017.

Total Number of Shares held™°t "

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. (al 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, Cap. 50.
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 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 meeting. Any appointment of a proxy or proxies shall be deemed to be revoked if a member attends the 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 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

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 Meeting in person. CPF and SRS Investors who are unable to attend the Meeting but
would like to vote, may inform their CPF and/or SRS Approved Nominees to appoint the Chairman of the Meeting to act as

their proxy, in which case, the CPF and SRS Investors shall be precluded from attending the Meeting.
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