CIRCULAR DATED 23 DECEMBER 2020

THIS CIRCULAR IS ISSUED BY SUNVIC CHEMICAL HOLDINGS LIMITED (THE “COMPANY”). THIS
CIRCULAR IS IMPORTANT AS IT CONTAINS THE RECOMMENDATION OF THE INDEPENDENT
DIRECTORS (AS DEFINED HEREIN) OF THE COMPANY AND THE ADVICE AND
RECOMMENDATION OF ASIAN CORPORATE ADVISORS PTE. LTD., THE INDEPENDENT
FINANCIAL ADVISER TO THE INDEPENDENT DIRECTORS. THIS CIRCULAR REQUIRES YOUR
IMMEDIATE ATTENTION. PLEASE READ IT CAREFULLY.

If you are in any doubt as to the contents of this Circular or the action that you should take, you
should consult your stockbroker, bank manager, solicitor, accountant, tax adviser or other
professional adviser immediately.

If you have sold or transferred all your Shares (as defined herein) held through CDP (as defined herein),
you need not forward this Circular to the purchaser or transferee, as arrangements will be made by CDP
for a separate Circular to be sent to the purchaser or transferee. If you have sold or transferred all your
Shares which are not deposited with CDP, you should immediately forward this Circular to the purchaser
or transferee or to the bank, stockbroker or other agent through whom the sale or transfer was effected
for onward transmission to the purchaser or transferee. This Circular has not been examined or approved
by the SGX-ST (as defined herein). The SGX-ST assumes no responsibility for the contents of this
Circular, including the accuracy or correctness of any of the statements made, reports contained,
opinions expressed or advice given in this Circular.

CIRCULAR TO SHAREHOLDERS
in relation to the

VOLUNTARY CONDITIONAL CASH OFFER
by

W CAPITAL MARKETS PTE. LTD.

(Company Registration No.: 201813207E)
(Incorporated in the Republic of Singapore)

for and on behalf of

HARRIER GROUP PTE. LTD.

(Company Registration No.: 202029119W)
(Incorporated in the Republic of Singapore)

to acquire all the issued and paid-up ordinary shares in the capital of the Company other than those
already held by the Company as treasury Shares

Independent Financial Adviser to the Independent Directors in respect of the Offer

ASIAN CORPORATE ADVISORS PTE. LTD.

(Company Registration No.: 200310232R)
(Incorporated in the Republic of Singapore)

SHAREHOLDERS SHOULD NOTE THAT THE OFFER DOCUMENT (AS DEFINED HEREIN) STATES
THAT ACCEPTANCES SHOULD BE RECEIVED BY THE CLOSE OF THE OFFER AT 5.30 P.M.
(SINGAPORE TIME) ON 6 JANUARY 2021 OR SUCH LATER DATE(S) AS MAY BE ANNOUNCED
FROM TIME TO TIME BY OR ON BEHALF OF THE OFFEROR.
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DEFINITIONS

In this Circular, the following definitions apply throughout unless the context otherwise requires:

“Acceptance Forms”

“ACA”
“CDP”

“Circular”

“Closing Date”

ucode”

“Companies Act’

“Company”

“Company Securities”

“Constitution”
“CPF”
“CPFIS”

“CPFIS Investors”

“Depository Register”

The FAA and the FAT collectively or any one of them, as the
case may be

Asian Corporate Advisors Pte. Ltd.
The Central Depository (Pte) Limited

This circular to Shareholders dated 23 December 2020 issued
by the Company in relation to the Offer enclosing, inter alia, the
IFA Letter

5.30 p.m. (Singapore time) on 6 January 2021 or such later
date(s) as may be announced from time to time by or on behalf
of the Offeror, being the last day for the lodgement of
acceptances of the Offer

The Singapore Code on Take-overs and Mergers, as may be
amended, supplemented or modified from time to time

Companies Act, Chapter 50 of Singapore, as may be amended,
supplemented or modified from time to time

Sunvic Chemical Holdings Limited

(a) Shares or securities which carry voting rights in the
Company, or (b) Convertible Securities, Warrants, Options and
Derivatives, and for the purposes of the foregoing:
“Convertible Securities” means securities convertible or
exchangeable into new Shares or existing Shares in the
Company;

“Derivatives” includes any financial product whose value in
whole or in part is determined directly or indirectly by reference
to the price of an underlying security or securities, in this case,
the Shares;

“Options” means options to subscribe for or purchase new
Shares or existing Shares in the Company; and

“Warrants” means rights to subscribe for or purchase new
Shares or existing Shares in the Company

The constitution of the Company
The Central Provident Fund
The Central Provident Fund Investment Scheme

Investors who have purchased Shares using their CPF
contributions pursuant to the CPFIS

shall have the meaning ascribed to it in Section 81SF of the
Securities and Futures Act



DEFINITIONS

“Despatch Date”

“Directors”

“FAA”

HFATH

“Group”

“IFA”

“IFA Letter”

“Independent Directors”

“Latest Practicable Date”

“Listing Manual’

“Offer”

“Offer Announcement”

“Offer Announcement Date”

“Offer Document”

“Offer Price”

9 December 2020, being the date of despatch of the Offer
Document

The directors of the Company for the time being

Form of Acceptance and Authorisation for Offer Shares, which
forms part of the Offer Document and which is issued to
Shareholders whose Offer Shares are deposited with CDP

Form of Acceptance and Transfer for Offer Shares, which forms
part of the Offer Document and which is issued to Shareholders
whose Offer Shares are not deposited with CDP

The Company and its subsidiaries

The independent financial adviser to the Independent Directors,
being ACA

The letter from the IFA setting out its advice to the Independent
Directors, a copy of which is set out in Appendix A to this
Circular

The Directors who are considered to be independent for the
purpose of making recommendation to the Shareholders in
respect of the Offer, namely:

(@) Sun LiHua;
(b) Koh Poh Beng; and
(c) Lua Poh Huat

13 December 2020, being the latest practicable date prior to the
dissemination of this Circular

The listing manual of the SGX-ST, as may be amended,
supplemented or modified from time to time

The voluntary conditional cash offer by W Capital, for and on
behalf of the Offeror, to acquire the Offer Shares, on the terms
and subject to the conditions set out in the Offer Document and
the Acceptance Forms, as such offer may be amended,
extended and revised from time to time by or on behalf of the
Offeror

The announcement in connection with the Offer released by W
Capital, for and on behalf of the Offeror on the Offer
Announcement Date

20 November 2020, being the date of the Offer Announcement

The offer document dated 9 December 2020, including the
Acceptance Forms, issued by W Capital, for and on behalf of
the Offeror, in respect of the Offer, and any other document(s)
which may be issued for and on behalf of the Offeror to amend,
revise, supplement or update the document(s) from time to time

S$0.028 in cash for each Offer Share



DEFINITIONS

“Offer Shares” : All the Shares, other than those already held by the Company
as treasury Shares

“Offeror” : Harrier Group Pte. Ltd.

“Offeror Securities” : Has the meaning ascribed to it in paragraph 8.2(a) of Appendix

B1 to this Circular

“Overseas Shareholder” : A Shareholder whose address is outside Singapore as shown in
the Register or in the Depository Register (as the case may be)

“PRC” : The People’s Republic of China

“Register” : The register of holders of the Shares, as maintained by the
Share Registrar

“Relevant Period” : The period commencing three (3) months prior to the Offer
Announcement Date and ending on the Latest Practicable Date

“‘RMPB” : Chinese Yuan Renminbi, being the lawful currency of the PRC

“Securities and Futures Act” : Securities and Futures Act, Chapter 289 of Singapore, as may
be amended, supplemented or modified from time to time

“SGX-ST” : Singapore Exchange Securities Trading Limited

“Shareholders” : Holders of Shares, including persons whose Shares are
deposited with CDP or who have purchased Shares on the
SGX-ST

“Shares” : Ordinary shares in the capital of the Company

“SRS” : The Supplementary Retirement Scheme

“SRS Investors” : Investors who have purchased Shares pursuant to the SRS

“Substantial Shareholder” : A person who has an interest or interests in voting Shares

representing not less than 5% of all the voting Shares
“W Capital” : W Capital Markets Pte. Ltd.

“S$” : Singapore dollars, being the lawful currency of the Singapore

The term “subsidiary” shall have the meaning ascribed to it by Section 5 of the Companies Act.

Words importing the singular shall, where applicable, include the plural and vice versa, and words
importing the masculine gender shall, where applicable, include the feminine and the neuter genders and
vice versa. References to persons shall include corporations.

Any reference in this Circular to any statute or enactment is a reference to that statute or enactment as
for the time being amended, modified, or re-enacted. Any word defined under the Companies Act, the
Securities and Futures Act, the Code or the Listing Manual or any modification thereof and used in this
Circular shall, where applicable, have the meaning assigned to it under the Companies Act, the Securities
and Futures Act, the Code or the Listing Manual or any modification thereof, as the case may be.

Any reference to a time of day in this Circular shall be a reference to Singapore time unless otherwise
stated.

Any discrepancy in the tables in this Circular between the listed amounts and the totals thereof may be
due to rounding.



CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS

All statements other than statements of historical facts included in this Circular are or may be forward-
looking statements. Forward-looking statements include but are not limited to those using words such as

o L ”

“aim”, “seek”, “expect’, “anticipate”, “estimate”, “believe”, “intend”, “project”, “plan”, “potential’, “strategy”,
“forecast”, “possible”, “probable” and similar expressions or future or conditional verbs such as “if”, “will”,
“would”, “shall”, “should”, “could”, “may” and “might”. These statements reflect the Company’s current
expectations, beliefs, hopes, intentions or strategies regarding the future and assumptions in light of
currently available information as at the Latest Practicable Date. Such forward-looking statements are not
guarantees of future results, performance, events or achievements and involve known and unknown risks
and uncertainties. Accordingly, actual results or outcomes may differ materially from those described in
such forward-looking statements. Given the risks and uncertainties involved, Shareholders and investors
should not place undue reliance on such forward-looking statements, and neither the Company nor the
IFA guarantees any future performance or event, or undertakes any obligation to update publicly or revise
any forward-looking statements, subject to compliance with all applicable laws and regulations and/or the
rules of the SGX-ST and/or any other regulatory or supervisory body or agency.



LETTER TO SHAREHOLDERS

SUNVIC CHEMICAL HOLDINGS LIMITED

(Company Registration No.: 200406502E)
(Incorporated in the Republic of Singapore)

Directors: Registered Office:

Mr Sun Li Hua 112 Robinson Road,
(Executive Director and Chief Executive Officer) #11-01, Robinson 112,
Mr Koh Poh Beng Singapore 068902

(Lead Independent Director)
Mr Lua Poh Huat
(Independent Director)

23 December 2020

To

The Shareholders of Sunvic Chemical Holdings Limited

Dear Sir/Madam

VOLUNTARY CONDITIONAL CASH OFFER BY W CAPITAL FOR AND ON BEHALF OF THE
OFFEROR FOR THE OFFER SHARES

1.2

13

INTRODUCTION
Offer Announcement

On the Offer Announcement Date, W Capital announced, inter alia, for and on behalf of the Offeror,
that the Offeror intends to make a voluntary conditional cash offer for the Offer Shares at the Offer
Price of S$0.028 for each Offer Share.

A copy of the Offer Announcement is available on the website of the SGX-ST at www.sgx.com.

Offer Document

Shareholders should have by now received a copy of the Offer Document, as announced by W
Capital, for and on behalf of the Offeror, which was despatched on the Despatch Date, setting out,
inter alia, the terms and conditions of the Offer. The principal terms and conditions of the Offer are
set out in Section 2 of the Offer Document. Shareholders are advised to read the terms and
conditions of the Offer set out in the Offer Document carefully.

A copy of the Offer Document is available on the website of SGX-ST at www.sgx.com.

Purpose of Circular

The purpose of this Circular is to provide Shareholders with relevant information pertaining to the
Company, the Offer, the advice of the IFA to the Independent Directors and the recommendation of
the Independent Directors to Shareholders in relation to the Offer.

Shareholders should read the Offer Document, this Circular and the IFA Letter carefully and
consider the recommendation of the Independent Directors and the advice of the IFA to the
Independent Directors in respect of the Offer before deciding whether to accept the Offer or
not.

If you are in any doubt in relation to this Circular or as to the action you should take, you
should consult your stockbroker, bank manager, solicitor, accountant, tax adviser or other
professional adviser immediately.
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2.1

2.2

THE OFFER

Based on the information set out in the Offer Document:

Principal Terms and Conditions of the Offer

W Capital, for and on behalf of the Offeror, has made the Offer to acquire the Offer Shares on the
terms and subject to the conditions set out in the Offer Document. The principal terms and
conditions of the Offer are set out in Section 2 of the Offer Document, extracts of which are set out
below. Unless otherwise defined, all terms and expressions used in the extracts below shall have
the same meanings as ascribed to them in the Offer Document.

“2.1

22

2.3

24

2.5

Offer Shares. W Capital, for and on behalf of the Offeror, hereby makes the Offer to acquire
all the Shares, other than those already held by the Company as treasury Shares (“Offer
Shares”) in accordance with Rule 15 of the Code and on the terms and subject to the
conditions set out in this Offer Document and the Acceptance Forms.

Offer Price. The consideration for each Offer Share is S$0.028 in cash (“Offer Price”).

No Encumbrances. The Offer Shares are to be acquired (a) fully paid, (b) free from all
Encumbrances, and (c) together with all rights, benefits, entitlements and advantages
attached thereto as at the Offer Announcement Date, and thereafter attaching thereto,
including but not limited to all voting rights and the right to receive and retain all dividends,
rights, distributions, returns of capital and/or other entitlements (if any) (“Distributions”)
which may be announced, declared, paid or made thereon by the Company on or after the
Offer Announcement Date.

If any Distribution is announced, declared, paid or made by the Company on or after the
Offer Announcement Date, the Offeror reserves the right to reduce the Offer Price by an
amount equivalent to such Distribution.

Minimum Acceptance Condition. The Offer is conditional upon the Offeror having received,
by the close of the Offer, valid acceptances in respect of such number of Offer Shares which,
when taken together with the Shares owned, controlled or agreed to be acquired by the
Concert Group (either before or during the Offer and pursuant to the Offer or otherwise), will
result in the Concert Group holding such number of Shares carrying more than 50% of the
voting rights attributable to the issued Shares (excluding treasury Shares) as at the close of
the Offer (“Minimum Acceptance Condition”).

Save for the Minimum Acceptance Condition, the Offer is unconditional in all other
respects.

Warranty. A Shareholder who tenders his Offer Shares in acceptance of the Offer will be
deemed to unconditionally and irrevocably represent, warrant and undertake to the Offeror
that he sells such Offer Shares as or on behalf of the beneficial owner(s) thereof, (a) fully
paid, (b) free from all Encumbrances, and (c) together with all rights, benefits, entitlements
and advantages attached thereto as at the Offer Announcement Date, and thereafter
attaching thereto, including the right to receive and retain all Distributions (if any) announced,
declared, paid or made by the Company in respect of the Offer Shares on or after the Offer
Announcement Date.”

Duration of the Offer

The duration of the Offer is set out in paragraph 1 of Appendix 1 to the Offer Document, extracts of
which are set out below.

“1.1

First Closing Date. The Offer is open for acceptance by Shareholders for at least 28 days
from the Despatch Date, unless the Offer is withdrawn with the consent of the SIC and every
person released from any obligation incurred thereunder. Accordingly, the Offer will close
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1.2

1.3

1.4

1.5

at 5.30 p.m. (Singapore time) on 6 January 2021 or such later date(s) as may be
announced from time to time by or on behalf of the Offeror.

Subsequent Closing Date(s). If the Offer is extended and:

(a) the Offer is not unconditional as to acceptances as at the date of such extension, the
announcement of the extension must state the next Closing Date; or

(b)  the Offer is unconditional as to acceptances as at the date of such extension, the
announcement of the extension need not state the next Closing Date but may state
that the Offer will remain open until further notice. In such a case, the Offeror must
give Shareholders at least 14 days’ prior notice in writing before it may close the Offer.

No Obligation to Extend the Offer. The Offeror is not obliged to extend the Offer if the
condition of the Offer as set out in Section 2.4 (Minimum Acceptance Condition) of the Letter
to Shareholders in this Offer Document is not fulfilled by the Closing Date.

Offer to Remain Open for 14 Days After Being Declared Unconditional as to
Acceptances. Pursuant to Rule 22.6 of the Code, if the Offer becomes or is declared
unconditional as to acceptances, the Offer will remain open for a period (“Rule 22.6 Period”)
of not less than 14 days after the date on which the Offer would otherwise have closed, in
order to give Shareholders who have not accepted the Offer the opportunity to do so.

This requirement does not apply if, before the Offer has become or is declared unconditional
as to acceptances, the Offeror has given Shareholders at least 14 days’ notice in writing
(“Shut-Off Notice”) that the Offer will not be open for acceptance beyond a specified Closing
Date, provided that:

(a) the Offeror may not give a Shut-Off Notice in a competitive situation; and

(b)  the Offeror may not enforce a Shut-Off Notice, if already given, in a competitive
situation.

For these purposes, the SIC would normally regard a “competitive situation” to have arisen if
a competing offer for the Company has been announced.

If a declaration that the Offer is unconditional is confirmed in accordance with paragraph
4.2(a) (Right of Withdrawal of Shareholders) of this Appendix 1, the Rule 22.6 Period will run
from the date of such confirmation or the date on which the Offer would otherwise have
closed, whichever is later.

Final Day Rule. The Offer (whether revised or not) will not be capable:

(a) of becoming or being declared unconditional as to acceptances after 5.30 p.m.
(Singapore time) on the 60th day after the Despatch Date; or

(b)  of being kept open after the expiry of such 60-day period unless the Offer has
previously become or been declared to be unconditional as to acceptances,

provided that the Offeror may extend the Offer beyond such 60-day period with the SIC’s
prior consent (“Final Day Rule”). The SIC will normally grant such permission if a competing
offer has been announced.
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2.3

24

3.2

1.6  Revision. The Offeror reserves the right to revise the terms of the Offer at such time and in
such manner as it may consider appropriate. If the Offer is revised, the Offer will remain
open for acceptance for at least 14 days from the date of despatch of the written notification
of the revision to Shareholders. In any case where the terms are revised, the benefit of the
Offer (as so revised) will be made available to each of the Shareholders who had previously
accepted the Offer”

Further Details of the Offer

Further details of the Offer are set out in paragraph 2 (Settlement for the Offer), paragraph 3
(Announcements) and paragraph 4 (Right of Withdrawal in relation to the Offer) of Appendix 1 to
the Offer Document.

Procedure for Acceptance

The procedures for acceptance of the Offer by a Shareholder are set out in Appendix 2 to the Offer
Document and in the accompanying FAA and/or FAT, as the case may be.

INFORMATION ON THE OFFEROR

Information on the Offeror

Section 5 of the Offer Document sets out certain information on the Offeror, extracts of which are
set out below.

“5.1 The Offeror. The Offeror is an investment holding company incorporated in Singapore on 21
September 2020. The Offeror has not carried on any business since its incorporation. As at
the Latest Practicable Date, the Offeror has an issued and paid-up capital of S$10,000
comprising 10,000 ordinary shares. The sole director and sole shareholder of the Offeror is
Mr Song Wuying. The Offeror does not hold any Shares as at the Latest Practicable Date.

Mr Song Wuying is a private investor and is not related to any director or substantial
Shareholder of the Company.

5.2 Additional Information. Additional information on the Offeror is set out in Appendix 3 to this
Offer Document.”

Additional Information on the Offeror

Additional information on the Offeror is set out in Appendix 3 to the Offer Document.

RATIONALE FOR THE OFFER

Section 7 of the Offer Document sets out certain information on the rationale for the Offer, extracts
of which are set out below.

“7.1 Intention to Delist and Privatise the Company. The Offeror is making the Offer with a view
to delisting and privatising the Company.

7.2 Opportunity for Shareholders who are not prepared to bear the risks associated with
the Company to realise their investment in cash. The Company has been placed on the
SGX-ST watch-lists under the minimum trading price entry criteria and financial entry criteria
pursuant to Rules 1311(2) and 1311(1) respectively of the Listing Manual on 5 June 2018.
With effect from 1 June 2020, the minimum trading price entry criteria has been removed
and the Company is no longer required to comply with the minimum trading price exit
criteria. The Company has 36 months from 5 June 2018 to meet the requirements to be
removed from the watchlist under the financial entry criteria, failure of which may
subsequently result in the SGX-ST delisting the Company or suspending trading in the
Company’s Shares with a view to delisting the Company.

10
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7.3

7.4

7.5

In addition, trading in the Company’s securities has been suspended from 14 January 2019,
arising from the issues identified in the Company’s announcement dated 10 January 2019
relating to two (2) of the Company’s wholly owned subsidiaries, Yixing Yinyan Import &
Export Co., Ltd and Jiangsu Jurong Chemical Co., Ltd, having received letters of demand
amounting to an aggregate of approximately RMB226.7 million in respect of unauthorised
significant guarantees purportedly extended by the aforesaid subsidiaries (each of the
aforesaid guarantees shall be referred to as “YFC Corporate Guarantee” or “BOC
Corporate Guarantee”, and collectively, the “Corporate Guarantees”) for loans made by
Yixing City Futao Rural Micro Credit Co., Ltd. and Bank of China Co., Ltd., Xiangshui County
Sub-branch to Jiangsu Donglai Real Estate Development Co., Ltd and Jiangsu Dahe Lvjian
Chemical Co., Ltd. respectively. Notwithstanding that the Company had on 5 March 2020
announced that the Company has reversed in full the provision of the contingent liabilities in
connection with the YFC Corporate Guarantee from the financial statements of the Group as
at 31 December 2018 (“FY2018 Financial Statements”) following the completion of the
special audit by Ernst & Young Advisory Pte. Ltd., the Company’s independent auditor, Foo
Kon Tan LLP, had issued a disclaimer of opinion (“Disclaimer of Opinion”) in their report
dated 19 March 2020 on the FY2018 Financial Statements on the basis of, among other
matters described in the Disclaimer of Opinion, the Corporate Guarantees. In the event the
Company is unable to resolve these issues to the satisfaction of the SGX-ST, the Company
will remain suspended.

Shareholders who are not prepared to bear the aforesaid risks associated with the Company
will benefit from the clean cash exit opportunity provided through the Offer.

Offer Price at a premium to traded benchmark prices at different time periods. When
compared to the benchmark prices of the Shares prior to the Last Trading Day, the Offer
Price represents a premium/(discount) of approximately 21.7%, (3.4)%, 16.7% and (12.5)%
over/to the VWAP per Share for the 1-month, 3-months, 6-months and 12-months periods,
respectively, and a premium of approximately 27.3% to the closing price on the Last Trading
Day.

The Offer presents the Shareholders with a clean cash exit opportunity to realise their entire
investment in the Shares at a premium over the 1-month and 6-months VWAP and the last
transacted price of the Shares on the Last Trading Day, without incurring brokerage and
other trading costs.

Greater Management Flexibility. The Offeror is of the view that the delisting and
privatisation of the Company will provide the Offeror and the Company with greater control
and management flexibility in utilising and deploying the available resources of the Company
and facilitating the implementation of any strategic initiatives and/or operational changes of
the Group to achieve greater efficiency and competitiveness.

Compliance Costs relating to Listing Status. If the Company is delisted, the Company will
be able to save on compliance costs associated with maintenance of a listed status and
other regulatory requirements and human resources that have to be committed for such
compliance and focus its resources and channel such expenses towards its business
operations.”

OFFEROR'’S INTENTIONS FOR THE COMPANY

Section 8 of the Offer Document sets out certain information on the Offeror’s intentions for the
Company, extracts of which are set out below.

“The Offeror has no current intention to (a) make material changes to the existing business of the
Group, (b) re-deploy the Group’s fixed assets, or (c) discontinue the employment of the employees
of the Group, other than in the ordinary course of business. The Offeror however retains the
flexibility at any time to consider options or opportunities which may present themselves.”

11
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COMPULSORY ACQUISITION AND LISTING STATUS

Section 9 of the Offer Document sets out certain information on the intentions of the Offeror in
relation to the compulsory acquisition and the listing status of the Company, extracts of which are
set out below.

“9.1

9.2

Compulsory Acquisition. Pursuant to Section 215(1) of the Companies Act, if the Offeror
receives valid acceptances pursuant to the Offer (or otherwise acquires Shares during the
period when the Offer is open for acceptance) in respect of not less than 90% of the total
number of issued Shares (other than those already held by the Offeror, its related
corporations or their respective nominees as at the date of the Offer and excluding any
treasury Shares), the Offeror would be entitled to exercise the right to compulsorily acquire
all the Shares of Shareholders who have not accepted the Offer (“Dissenting
Shareholders”) at a price equal to the Offer Price (“Compulsory Acquisition”).

In such event, the Offeror intends to exercise its right to compulsorily acquire all the
Offer Shares not acquired under the Offer. The Offeror will then proceed to delist the
Company from SGX-ST.

Dissenting Shareholders have the right under and subject to Section 215(3) of the
Companies Act, to require the Offeror to acquire their Shares at the Offer Price in the event
that the Offeror, its related corporations or their respective nominees acquire, pursuant to the
Offer, such number of Shares which, together with treasury Shares and the Shares held by
the Offeror, its related corporations or their respective nominees, comprise 90% or more of
the total number of issued Shares. Dissenting Shareholders who wish to exercise such right
are aavised to seek their own independent legal advice.

Unlike Section 215(1) of the Companies Act, the 90% threshold under Section 215(3) of the
Companies Act does not exclude treasury Shares or Shares held by the Offeror, its related
corporations or their respective nominees as at the date of the Offer.

Listing Status. Pursuant to Rule 1105 of the Listing Manual, upon an announcement by the
Offeror that acceptances have been received pursuant to the Offer that bring the holdings
owned by the Concert Group to above 90% of the total number of issued Shares (excluding
treasury Shares), the SGX-ST may suspend the trading of the Shares on the SGX-ST until
such time it is satisfied that at least 10% of the total number of issued Shares (excluding
treasury Shares) are held by at least 500 Shareholders who are members of the public. Rule
1303(1) of the Listing Manual provides that if the Offeror succeeds in garnering acceptances
exceeding 90% of the total number of issued Shares (excluding treasury Shares), thus
causing the percentage of the total number of issued Shares (excluding treasury Shares)
held in public hands to fall below 10%, the SGX-ST will suspend trading of the Shares only
at the close of the Offer.

In addition, under Rule 724(1) of the Listing Manual, if the percentage of the total number of
issued Shares (excluding treasury Shares) held in public hands falls below 10%, the
Company must, as soon as practicable, announce that fact and the SGX-ST may suspend
the trading of all the Shares. Rule 724(2) of the Listing Manual states that the SGX-ST may
allow the Company a period of three (3) months, or such longer period as the SGX-ST may
agree, to raise the percentage of Shares (excluding treasury Shares) in public hands to at
least 10%, failing which the Company may be delisted from the SGX-ST.

The Offeror intends to privatise the Company and does not intend to preserve the
listing status of the Company. In the event that the trading of Shares on the SGX-ST is
suspended pursuant to Rule 724, Rule 1105 or Rule 1303(1) of the Listing Manual, the
Offeror has no intention to undertake or support any action for any such trading
suspension by the SGX-ST to be lifted.”
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FINANCIAL ASPECTS OF THE OFFER

Section 10 of the Offer Document sets out certain information on the financial aspects of the Offer,
extracts of which are set out below.

“The Offer Price of S$0.028 for each Offer Share represents the following premia/(discount) over/to
certain historical market prices of the Share as set out below:

Premium/
(Discount) of
Share Offer Price
Price™ over Share
Description (S3%) Price? (%)
(a) | Last traded price of the Shares on the SGX-ST 0.022 27.3
on the Last Trading Day*
(b) | VWAP® for the 1-month period up to and 0.023 21.7
including the Last Trading Day
(c) | VWAP® for the 3-month period up to and 0.029 (3.4)
including the Last Trading Day
(d) | VWAP® for the 6-month period up to and 0.024 16.7
including the Last Trading Day”
(e) | VWAP® for the 12-month period up to and 0.032 (12.5)
including the Last Trading Day
Notes:

(1)
@)
3

(4)

Rounded to the nearest three (3) decimal places.
For the purpose of the table above, all percentage figures are rounded to the nearest one (1) decimal place.

The VWAP is calculated based on the total value of the Shares divided by volume of the Shares traded for the
relevant period as extracted from Bloomberg L.P.

The Shares were last traded on 4 January 2019 and have been suspended since 14 January 2019.”

DISCLOSURE OF SHAREHOLDINGS AND DEALINGS

Section 11 of the Offer Document sets out certain information in relation to the disclosure of the
shareholdings, dealings and other arrangements in the relevant securities by the Offeror and
persons acting in concert with the Offeror, and any irrevocable undertaking in connection with the
Offer, extracts of which are set out below.

“11.1

No Holdings and Dealings in the Company Securities. Based on responses received
pursuant to enquiries that the Offeror has made, as at the Latest Practicable Date, none of
the Concert Group:

(a) owns, controls or has agreed to acquire any Company Securities; or

(b)  has dealt for value in any Company Securities during the Reference Period.

As at the Latest Practicable Date, the sole director of the Offeror is not interested (as

interpreted in accordance with Section 4 of the SFA), directly or indirectly, in any Company
Securities.
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10.
10.1

10.2

10.3

11.2 Other Arrangements in the Company Securities. Based on responses received pursuant
to enquiries that the Offeror has made, as at the Latest Practicable Date, none of the
Concert Group has:

(a) entered into any arrangement (whether by way of option, indemnity or otherwise) in
relation to the shares of the Offeror or the Company which might be material to the
Offer;

(b)  granted any security interest relating to any Company Securities to another person,
whether through a charge, pledge or otherwise;

(c)  borrowed any Company Securities from another person (excluding borrowed Company
Securities which have been on-lent or sold); or

(d)  lent any Company Securities to another person.

11.3 lIrrevocable Undertakings. As at the Latest Practicable Date, none of the Concert Group
has received any irrevocable undertakings from any party to accept or reject the Offer.”

CONFIRMATION OF FINANCIAL RESOURCES

Section 12 of the Offer Document sets out certain information on the confirmation of financial
resources by W Capital in respect of the Offeror in connection with the Offer, extracts of which are
set out below.

“W Capital, as financial adviser to the Offeror in connection with the Offer, has confirmed that
sufficient financial resources are available to the Offeror to satisfy full acceptance of the Offer by
the holders of the Offer Shares.”

ADVICE AND RECOMMENDATION IN RELATION TO THE OFFER

General

Shareholders should read and carefully consider the recommendation of the Independent Directors
as set out in Section 10.4 of this Circular below and the advice of the IFA to the Independent
Directors as set out in Appendix A to this Circular before deciding to accept or reject the Offer.

Independence of Directors

Each of the Directors, Mr Sun Li Hua, Mr Koh Poh Beng and Mr Lua Poh Huat considers himself to
be independent for the purposes of making a recommendation to the Shareholders in relation to
the Offer.

Advice of the IFA to the Independent Directors

(@) IFA

ACA has been appointed as the independent financial adviser to advise the Independent
Directors in respect of the Offer. ACA’s advice is set out in the IFA Letter as set out in
Appendix A to this Circular.

(b)  Factors taken into consideration by the IFA

In arriving at its recommendation, the IFA has taken into account several key considerations,
set forth in paragraphs 8 to 10 of the IFA Letter. Shareholders should read paragraphs 8 to
10 of the IFA Letter in conjunction with, and in the context of, the full text of the IFA Letter.
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(c)  Advice of the IFA to the Independent Directors

After having regard to the considerations set out in the IFA Letter, an extract of the summary
which is set out below, and based on the circumstances of the Company and the information
available as at the Latest Practicable Date and subject to the qualifications and assumptions
set out in the IFA Letter, the IFA has made certain recommendations to the Independent
Directors. Shareholders should read the extract below in conjunction with, and in the context
of, the full text of the IFA Letter. All terms and expressions used in the extract below shall
have the same meanings as those defined in the IFA Letter, unless otherwise stated.

“10. OPINION

In arriving at our opinion in respect of the Offer, we have reviewed and examined the following
factors and taken into account, inter alia, the limitations summarised below as well as others
elaborated elsewhere in our Letter which we have considered to be pertinent in our
assessment of the Offer, including the views of and representations by the Directors. We have
not been furnished with any valuations and pursuant to our discussion with the Directors and
arising from the said discussion, the Directors have confirmed that as at the Latest Practicable
Date, a valuation of the non-current assets of the Group may not be a significant factor in the
assessment of the Offer and evaluation of whether, inter alia, on a P/NAV basis, the Offer is
favourable or fair (for further details, please refer to pages 21 and 22 of this Letter). Our views,
recommendation and opinion are thus necessarily limited and subject to these matters.

Our recommendation or opinion is by no means an indication of the merits, prospects,
financial performance and position of the Company or the Group or the ability of the Company
or Group to service its borrowings (both principal and interest payment) when it falls due or
the adequacy of the working capital or the ability to continue as a going concern, or the ability
of the Company to comply with the various requirements of the SGX-ST or SGX RegCo or
ability of the Company to resume trading or the ability of the Company to remain on the
Official List, following completion of the Offer.

This is purely a summary of the factors that have been highlighted in this Letter and
Shareholders are advised to read the following in conjunction with, and in the context of, the
full text of this Letter:

(a) The rationale for the Offer, intentions of the Offeror and, inter alia, the compulsory
acquisition rights and listing status as set out in Sections 7, 8, and 9 of the Offer
Document respectively.

(b)  The historical financial performance and position of the Group as set out in Section 8.1
of this Letter. Save for FY2019, the Group has not been profitable during the period
reviewed, with net losses attributable to owners of the Company of approximately
RMBZ20.3 million, and RMB630.7 million in FY2017 and FY2018 respectively and net
profit attributable to owners of the Company of approximately RMB93.4 million in
FY2019.

As described in the earlier Sections, this should be viewed in the context that for
FY2019, the profit after tax registered by the Group attributable to owners of the
Company of approximately RMB93.4 million was attributable to, inter alia, gain on
disposal of Taixing Sunke of approximately RMB321.4 million. As an illustration, in the
event that these reversals or gain on disposal (classified under other income in
FS2019), which are non-recurring and non-trade in nature, are excluded from the
Group’s profit after tax, the Group would have registered a loss after tax for FY2019,
being the Adjusted LTM Loss After Tax.

The Group’s financial position has generally deteriorated for the period reviewed and is
weak. Shareholders’ equity had declined by approximately RMB540.8 million (or
approximately 55.0%) from approximately RMB983.3 million as at 31 December 2017 to
approximately RMB442.4 million as at 31 December 2019, arising from the aggregate
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(©

(d)

consolidated losses attributable to owners of the Company of approximately RMB557.6
million registered for the last three financial years. In addition, for the period reviewed
the Group was in a net current liabilities position, and pursuant to the Disclaimer of
Opinion, the Independent Auditor has stated that there are, inter alia, concerns on the
Company’s ability to continue as a going concern, and their inability to ascertain, or
verify, or determine (as may be applicable) the various matters stated therein limiting the
reliance on the use of the information in FS2019 for analysis.

The Directors confirmed that as at the Latest Practicable Date and save for matters
disclosed in the Circular, this Letter and the audited financial statements for the Group
for FY2019, there has been no material changes to the assets and liabilities, financial
position, condition and performance of the Group.

The historical financial performance and position of the Group vis-a-vis the Selected
Comparable Companies is generally weaker. The Group’s financial position is weaker
than any of the Selected Comparable Companies in terms of its ratio of total liabilities to
shareholders’ equity, and the ratio of total borrowings to shareholders’ equity.

Based on the Adjusted LTM Loss After Tax, the Group’s LTM ROE and net profit margin
would be negative and not meaningful. We note that save for Jiutian Chemical, all the
Selected Comparable Companies registered net profits and had positive LTM ROE and
net profit margin. Accordingly, the Groups’ financial performance based on the Adjusted
LTM Loss After Tax, in terms of LTM ROE and net profit margin, is relatively weaker, as
compared to the other Selected Comparable Companies, save for Jiutian Chemical.

The Offer Price (as set out in Section 8 of this Letter) after taking into account, inter alia,
the following factors: -

) The Offer Price represents substantial discounts of approximately 83.5% and
83.2% from the Group’s NAV and NTA per Share respectively as at 31 December
2019.

(i) The Offer Price represents a premium of approximately 27.3% over the last
transacted price of S$0.022 per Share for the Shares on the SGX-ST on 4
January 2019, being the Last Trading Day immediately preceding the Trading Halt
Date.

(iii)  The Offer Price represents premiums of approximately 16.7% and 40.0% over the
VWAP for the Shares for the 6-months and 1-month periods prior to the Last
Trading Day respectively.

(iv)  The Offer Price represents discounts of approximately 12.5% and 3.4% from the
VWAP for the Shares for the 12-months and 3-months periods prior to the Last
Trading Day respectively.

(v)  Trading for the Shares is erratic and the daily average number of Shares traded
during the 12-month period prior to and including the Last Trading Day
immediately preceding the Trading Halt Date is relatively low as compared to the
number of issued Shares held by Shareholders other than the substantial
Shareholders and the Directors as at the Latest Practicable Date. We note given
the low liquidity of the Shares (in terms of number of Shares traded on a daily
basis) and the frequency of trading during the periods observed even before the
suspension, the Offer may represent a realistic exit opportunity for the
Shareholders to realise their entire investment for cash.

(vi)  Any comparison of the Offer Price to the historical trading performance of the

Shares may not be meaningful given the Shares have been suspended since 14
January 2019. Various material events and developments announced subsequent
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(vii)

(viii)

to the suspension of the Shares (inter alia, matters pertaining to YFC Corporate
Guarantee and BOC Corporate Guarantee, disposal of JJP and Taixing Sunke,
concerns on governance, compliance and the possibly unclear state of affairs, the
Disclaimer of Opinion on, inter alia, going concern assumption, etc), which are
likely to be price sensitive, and which may possibly have implications for the
transacted prices for the Shares, had trading for Shares not been suspended.
Hence, the last closing price for the Shares or traded prices for Shares
immediately preceding or prior to the Trading Halt Date may not be reflective of
the Company’s recent developments as well as the Group’s financial performance
and position.

Not fair or unfavourable comparison with the valuation of the Selected Comparable
Companies.

The valuation of the Group (as implied by the Offer Price and based on the
Adjusted LTM EBITDA and LTM Adjusted Loss After Tax) in terms of LTM
EV/EBITDA and LTM PER respectively, is negative and not meaningful.

In addition, the valuation of the Group in terms of P/NAV and P/NTA ratios (as
implied by the Offer Price and the Group’s NAV per Share and NTA per Share as
at 31 December 2019) appears to be lower than any of the Selected Comparable
Companies. We understand from Management that Jiutian Chemical which has,
inter alia, business activities and products/services in the chemical industry and is
based in the PRC, may be the most comparable to the Company among the
Selected Comparable Companies. The valuation of the Group (as implied by the
Offer Price and the Group’s NAV or NTA per Share as at 31 December 2019) in
terms of both P/NAV and P/NTA ratios is significantly lower than that for Jiutian
Chemical. The Offer Price is lower than the estimated market values of the Shares
based on, inter alia, the Group’s NAV and NTA per Share as at 31 December
2019 and the simple average of P/NAV and P/NTA for the Selected Comparable
Companies, and after incorporating control premiums. The estimated market
values are subject to assumptions of, inter alia, resumption of trading for the
Shares and transferability of the Shares.

Generally reasonable or favourable comparison with the Selected Successful
Privatisations - the valuation of the Group as implied by the Offer Price in terms of
premiums/discounts over/from historical prices for the Shares. We note that any
comparison of the Offer Price to the historical trading performance of the Shares
may not be meaningful given that the Shares have been suspended since 14
January 2019, as described in paragraph (vi) above.

Not fair or unfavourable comparison with the Selected Successful Privatisations as
the valuation of the Group (as implied by the Offer Price and NAV per Share) in
terms of the P/NAV ratio, and it appears to be out of the range, lower than the
minimum and less favourable as compared to any of the Selected Successful
Privatisations.

When considered in the context of the shareholdings of the Offeror and its
Concert Parties at the start of the Offer as set out in the Offer Announcement and
the Offer Document, which is within the range and at the minimum for the
percentage of shareholding interest for each of the offeror and parties acting in
concert as at the start for the Selected Successful Privatisations, the valuation of
the Group as implied by the Offer Price in terms of both premiums/discounts
over/from historical prices for the Shares is generally comparable to the Selected
Successful Privatisations, given inter alia the weak financial performance (based
on the Adjusted Loss After Tax) and financial position, Disclaimer of Opinion,
uncertainties on the Group’s ability to continue as a going concern, and
suspension efc.
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(e)

(")

)

(h)

(ix)  Generally, reasonable or comparable with the Selected Successful Delistings - the
valuation of the Group as implied by the Offer Price in terms of
premiums/discounts over/from historical prices for the Shares. We note that any
comparison of the Offer Price to the historical trading performance of the Shares
may not be meaningful given that the Shares have been suspended since 14
January 2019, as described in paragraph (vi) above.

Not fair or unfavourable comparison with the Selected Successful Privatisations
Delistings as the valuation of the Group (as implied by the Offer Price and NAV
per Share) in terms of the P/NAV ratio, and it appears to be to be out of the range,
lower than the minimum and less favourable as compared to any of the Selected
Successful Delistings.

When considered in the context of the shareholdings of the Offeror and its
Concert Parties at the start of the Offer, as set out in the Offer Announcement and
Offer Document, which is within the range, and at the minimum for the Selected
Successful Delistings, the valuation of the Group as implied by the Offer Price in
terms of both premiums/discounts over/from historical prices for the Shares and
the NAV per Share in terms of P/NAV ratio, appears in general to be comparable
to the Selected Successful Delistings, given, inter alia, the weak financial
performance (based on the Adjusted Loss After Tax) and financial position,
Disclaimer of Opinion, uncertainties on the Group’s ability to continue as a going
concern, and suspension etc.

Our analysis as set out in Section 9.2 of this Letter suggests that the Company’s
dividend pay- out or yield is relatively not favourable when compared to the Selected
Comparable Companies (save for Jiutian Chemical), and the dividend yield of STI ETF.

As at the Latest Practicable Date, the Offer is conditional upon the Minimum Acceptance
Condition. The Offeror is making the Offer with a view to delisting and privatising the
Company. In the event, that the trading of Shares on the SGX-ST is suspended pursuant
to Rule 724, Rule 1105 or Rule 1303(1) of the Listing Manual, the Offeror has no
intention to undertake or support any action for any such trading suspension by the
SGX-ST to be lifted. Further, when entitled, the Offeror intends to exercise its right to
compulsorily acquire all the Offer Shares not acquired under the Offer. The Offeror will
then proceed to delist the Company from the SGX-ST.

Disclaimer of Opinion issued by the Independent Auditor for the FS2019, and the
Independent Auditor’s statements therein, inter alia, that they were unable to conclude
whether the use of the going concern assumption, which has been adopted in the
preparation of the accompanying financial statements, is appropriate.

Suspension of trading of Shares on 14 January 2019, arising from concerns on the
Group’s ability to continue as a going concern pursuant to demands arising from YFC
Corporate Guarantee and BOC Corporate Guarantee extended to purported third
parties. In the event the Company is unable to resolve, inter alia, these issues to the
satisfaction of the SGX-ST, the Company’s Shares may remain suspended. As at the
Latest Practicable Date, the Company’s Shares remain suspended.

We note that the Company is, inter alia, required to submit Resumption Proposals to the
Exchange with a view to resuming trading in its securities within 12 months of the date
of suspension. If no resumption proposals are received to enable trading to resume
within 12 months of the date of suspension, the Exchange may remove the issuer from
the Official List. As at the Latest Practicable Date, it is already more than 12 months
since the date of suspension. There are significant uncertainties as to the ability of the
Company to resume trading and on whether the Company may continue to remain on
(and not be removed from) the Official List.
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(i)

@

(k)

)

We note from Rule 729 of the Listing Manual that where the trading of securities of an
issuer is suspended, there must not be any transfers of securities, unless approved by
the Exchange. Accordingly, save for the Offer, the ability of Shareholders to exit or
dispose or realise their investments is limited, as trading for Shares has been
suspended.

The Company was placed on financial criteria watch-list since 5 June 2018. The
Company has 36 months from 5 June 2018 to meet the requirements to be removed
from the watchlist under the financial entry criteria, failure of which may subsequently
result in the SGX-ST delisting the Company or suspending trading in the Company’s
Shares with a view to delisting the Company. Whilst the Company has recorded
consolidated pre-tax profit for the most recently completed financial year, based on the
audited FS2019, we note that, inter alia, there is a Disclaimer of Opinion, and concerns
on the Company’s ability to continue as a going concern. Furthermore, the pre-tax
profits for FY2019 included, inter alia, income or gain from the reversal of contingent
liabilities; reversal of impairment loss of PPE; gain on disposal of Taixing Sunke, and that
if such income or gain are excluded from the Group’s pre-tax profits, the Group would
have registered a pre-tax loss for FY2019. Moreover, the average market capitalisation
of the Company was less than S$40 million for the last 6 months prior to the Last
Trading Day or the last transacted price. The Last Trading Day was prior to suspension
and more than 6 months prior to the Latest Practicable Date. There is no assurance or
certainty that the Company will be able to satisfy the SGX-ST and meet the criteria for it
to be removed from the financial watch list.

Significant uncertainties and risks associated with ownership of the Shares. There are,
inter alia, significant uncertainties (“Uncertainties”) described in this Letter and where
applicable the Circular, with regards to the Group’s state of affairs, inter alia, the ability
to continue as a going concern, matters as described in the Disclaimer of Opinion,
suspension, SGX-ST’s notice of compliance in relation to the letters of demand received
by the Company’s wholly owned subsidiaries, and the circumstances and
announcements made as well as the outstanding regulatory requirements for, inter alia,
“ratification” of past interested persons transactions, findings, recommendations and
implementations (if any) of the Special Audit.

The Directors’ confirmation that (a) no other third parties have approached the Company
with an intention to make an offer for the Company; and (b) apart from the Offer being
made by the Offeror, no other third party has made a firm offer for the Company as at
the Latest Practicable Date.

Other considerations are set out in paragraph 9 or other such sections of this Letter.

In summary, having regard to our analysis and the consideration in this Letter and after
having considered carefully the information available to us and based on market,
economic and other relevant conditions prevailing as at the Latest Practicable Date, and
subject to, inter alia, our terms of reference and earlier analysis, and confirmations from
the Directors that, inter alia, there is no alternative offer, the Offer being a voluntary offer
and that save for the Offer, the ability of Shareholders to exit or dispose or realise their
investments is limited, as trading for Shares has been suspended, the Offer represents
a realistic opportunity for Shareholders to exit or dispose or realise their investments,
and for those Shareholders who are not prepared to bear the aforesaid risks associated
with the Company a clean cash exit opportunity provided through the Offer. There are,
inter alia, significant Uncertainties with regards to the Group as described in this Letter.
In addition, the Offer Price is lower than the estimated market values for the Shares as
described in Section 8.3 of this Letter. Accordingly, we are of the opinion that the
financial terms of the Offer is, on balance, NOT FAIR BUT REASONABLE.
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For the purposes of evaluation of the Offer from a financial point of view, we have
adopted the approach that the term “fair and reasonable” comprises two distinct
concepits:

(i)

(ii)

Whether the Offer is “fair” relates to the value of the offer price or consideration
compared against the value of the securities subject to the offer (or Shares),
which is based strictly on the evaluation of the Offer Price (i.e. by looking at the
financial or fundamental analyses of the Offer Price as set out in this Letter and
based on information known to us or which is publicly available). An offer is “fair” if
the price offered is equal to or greater than the value of the Offeree Securities.

Whether the Offer is “reasonable”, after taking into consideration the actual and
potential financial impact of other circumstances surrounding the Offer and the
Company which we consider relevant (being both quantitative and qualitative
factors available and made known to us). This includes but are not limited to, other
matters, such as the existing voting rights in the offeree company held by the
offeror and its concert parties and the market liquidity of the offeree securities.

We consider the financial terms of the Offer to be NOT FAIR, from a financial point of
view after factoring, inter alia, the following: -

(i)

(ii)

(iii)

(iv)

v)

(vi)

The substantial discounts of approximately 83.5% and 83.2% from the Group’s
NAV per Share and NTA per Share respectively as at 31 December 2019.

Not fair or unfavourable comparison with the valuation of the Selected Comparable
Companies. in terms P/NAV or P/NTA ratios. Furthermore, the valuation of the
Group (as implied by the Offer Price) and based on the Adjusted LTM EBITDA
and Adjusted Loss After Tax in terms of LTM EV/EBITDA and LTM PER is
negative and may not be meaningful.

The comparisons were made taking into account, inter alia: (a) the Group’s
relatively weaker financial position (in terms of total liabilities to shareholders’
equity and total borrowings to shareholders’ equity ratios); (b) Group’s financial
performance in terms of the LTM ROE and LTM net profit margin based on the
LTM Adjusted Loss After Tax, which is relatively weaker as compared to the other
Selected Comparable Companies, save for Jiutian Chemical; and (c) the
Uncertainties.

Not fair or unfavourable comparison with the Selected Successful Privatisations as
the valuation of the Group (as implied by the Offer Price and NAV per Share) in
terms of the P/NAV ratio, and it appears to be out of the range, lower than the
minimum and less favourable than any of the Selected Successful Privatisations.

Not fair or unfavourable comparison with the Selected Successful Delistings as the
valuation of the Group (as implied by the Offer Price and NAV per Share) in terms
of the P/NAV ratio, appears to be less favourable as compared to any of the
Selected Successful Delistings.

The Offer Price is lower than the estimated market values for the Shares as
described in Section 8.3 of this Letter. We further note that the results from the
analysis based on, inter alia, the Selected Comparable Companies, the Selected
Successful Privatisations and the Selected Successful Delistings are all not fair.

Not fair or unfavourable comparison in terms of dividend payout or yield when

compared to the Selected Comparable Companies (save for Jiutian Chemical),
and the dividend yield for STI ETF.
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(vii)

The Disclaimer of Opinion issued by the Independent Auditors for the FS2019,
and, inter alia, their inability to ascertain, or verify, or determine (as may be
applicable) the various matters stated therein, thereby limiting the reliance on the
use of the information in FS2019 for analysis.

We consider the financial terms of the Offer to be, on balance, REASONABLE, from a
financial point of view after factoring, inter alia, the following: -

(i)

(ii)

(iii)

(iv)

Generally reasonable or favourable comparison with the Selected Successful
Privatisations, and reasonable or comparable with the Selected Successful
Delistings with regards to the valuation of the Group as implied by the Offer Price
in terms of premiums/discounts over/from historical prices for the Shares, given,
inter alia, the weak financial performance (based on the Adjusted Loss After Tax)
and financial position, Disclaimer of Opinion, uncertainties on the Group’s ability to
continue as a going concern, or ability to meet the criteria for removal from the
financial watch list and suspension etc.

The Offer Price represents a premium of approximately 27.3% over the last
transacted price of S$0.022 per Share for the Shares on the SGX-ST on 4
January 2019, being the Last Trading Day immediately preceding the Trading Halt
Date, and premiums of approximately 16.7% and 40.0% over the VWAP for the
Shares for the Period for 6-months and 1-month periods prior to the Last Trading
Day respectively.

Any comparison of the Offer Price to the historical trading performance of the
Shares may not be meaningful given the Shares have been suspended since 14
January 2019. Various material events and developments announced subsequent
to the suspension of the Shares (inter alia, matters pertaining to YFC Corporate
Guarantee and BOC Corporate Guarantee, disposal of JJP and Taixing Sunke,
concerns on governance, compliance and the possibly unclear state of affairs, the
Disclaimer of Opinion on, inter alia, going concern assumption, etc), which are
likely to be price sensitive may possibly have implications for the transacted prices
for the Shares, had trading for Shares not been suspended. Hence, the last
closing price for the Shares or traded prices for Shares immediately preceding or
prior to the Trading Halt Date may not be reflective of the Company’s recent
developments as well as the Group’s financial performance and position. This has
implications on the analysis of the Offer Price in terms of historical premiums on
its own or for comparisons with Selected Successful Privatisations and Selected
Successful Delistings.

Low liquidity for the Shares (in terms of daily average trading volume) and
frequency of trading of Shares even prior to suspension, and the Offer
Announcement Date. Various material events and developments announced after
the suspension of the Shares (which are likely to be price sensitive) may possibly
have implications for the transacted prices for the Shares, had trading for Shares
not been suspended. Hence, the last closing price for the Shares or traded prices
for Shares immediately preceding or prior to the Trading Halt Date may not be
reflective of the Company’s recent developments as well as the Group’s financial
performance and position. There is no assurance that after the Offer and in the
event that the suspension for trading of Shares is lifted, that the prices for which
Shares will be traded or its liquidity will be maintained at levels prior to suspension
(or that prices for Shares will be more than the Offer Price). Given the low liquidity
of the Shares (in terms of number of Shares traded on a daily basis) and the
frequency of trading during the periods observed even before suspension, the
Offer may represent a realistic exit opportunity for the Shareholders to realise their
entire investment for cash.
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(v)  The Uncertainties as described in this Letter and where applicable the Circular,
with regards to the Group’s state of affairs, inter alia, the ability to continue as a
going concern, matters as described in the Disclaimer of Opinion, suspension,
SGX-ST’s notice of compliance in relation to the letters of demand received by the
Company’s wholly owned subsidiaries and the circumstances and announcements
made as well as the outstanding regulatory requirements for, inter alia,
“ratification” of past interested persons transactions, findings and implementations
(if any) of the Special Audit.

(vi)  Significant uncertainties as to the ability of the Company to resume trading for its
Shares and on whether the Company may continue to remain on (and not be
removed from) the Official List.

(vii)  No assurance or certainty that the Company will be able to satisfy the SGX-ST
and meet the criteria for it to be removed from the financial watch list.

(viii) Under Rule 729 of the Listing Manual, where the trading of securities of an issuer
is suspended, there must not be any transfers of securities, unless approved by
the Exchange. Accordingly, save for the Offer, the ability of Shareholders to exit or
dispose or realise their investments is limited, as trading for Shares has been
suspended. The Offer represents a realistic opportunity for Shareholders to exit or
dispose or realise their investments, and for those Shareholders who are not
prepared to bear the aforesaid risks associated with the Company a clean cash
exit opportunity provided through the Offer.

(ix)  The Director’s confirmation that (a) no other third parties have approached the
Company with an intention to make an offer for the Company; and (b) apart from
the Offer being made by the Offeror, no other third party has made a firm offer for
the Company as at the Latest Practicable Date.

ACA’s Recommendation on the Offer

Based on our assessment of the financial terms of the Offer, which is NOT FAIR BUT
REASONABLE as set out above, we advise the Independent Directors that they should
recommend that Shareholders ACCEPT the Offer. This is despite our views that the Offer
being “not fair’, the Offer is “reasonable” after taking into consideration other matters as well
as the value of the Shares. In addition, the Offer represent a realistic opportunity for
Shareholders to realise their entire investment in cash taking into account, inter alia: the
traded prices and low liquidity for the Shares (in terms of daily average trading volume) prior to
the suspension or the Offer Announcement Date and the uncertainty as to whether the traded
prices or volumes of Shares traded or its frequency will be maintained at levels prior to
suspension; the Uncertainties with regards to the Group’s state of affairs, inter alia, the Escrow
Accounts remain restricted as at the Latest Practicable Date; the ability to continue as a going
concern; ability of the Company to resume trading for its Shares; whether the Company may
continue to remain on (and not be removed from) the Official List; no assurance or certainty
that the Company will be able to satisfy the SGX-ST, inter alia, to meet the criteria for it to be
removed from the financial watch list; and in the absence of an alternative offer.

Further under Rule 729 of the Listing Manual, where the trading of securities of an issuer is
suspended, there must not be any transfers of securities, unless approved by the Exchange.
Accordingly, save for the Offer, the ability of Shareholders to exit or dispose or realise their
investments is limited, as trading for Shares has been suspended. The Offer represents a
realistic opportunity for Shareholders to exit or dispose or realise their investments, and for
those Shareholders who are not prepared to bear the aforesaid risks associated with the
Company a clean cash exit opportunity provided through the Offer.
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Matters to highlight

We would also wish to highlight the following matters which may affect the decisions or actions
of Shareholders: —

1.

If the Shareholders are considering selling their Offer Shares in the open market, they
should note that trading for the Shares has been suspended. Further, under Rule 729 of
the Listing Manual, where the trading of securities of an issuer is suspended, there must
not be any transfers of securities, unless approved by the Exchange.

The Offeror in Section 1.6 of Appendix 1 of the Offer Document has stated that the
Offeror reserves the right to revise the terms of the Offer at such time and in such
manner as it may consider appropriate. If the Offer is revised, the Offer will remain open
for acceptance for at least 14 days from the date of despatch of the written notification
of the revision to Shareholders. In any case where the terms are revised, the benefit of
the Offer (as so revised) will be made available to each of the Shareholders who had
previously accepted the Offer.

Whilst the possibility of a higher offer from a third party cannot be ruled out, as at the
Latest Practicable Date, we are not aware of any publicly available evidence of an
alternative offer for the Shares. Shareholders should be aware that the chances of such
an alternative offer for Shares being made by a third party may be affected by the fact
that as at the Latest Practicable Date, the Shares are suspended and there are, inter
alia, Uncertainties.

The Offeror is making the Offer with a view to delist or privatise the Company from the
SGX-ST and if entitled to under the Companies Act, the Offeror intends to compulsorily
acquire all the Offer Shares.

In the event the Company does not meet the free float requirement, the Offeror does not
intend to preserve the listing status of the Company.

In the event that the trading of Shares on the SGX-ST is suspended pursuant to Rule
724, Rule 1105 or Rule 1303(1) of the Listing Manual, the Offeror has no intention to
undertake or support any action for any such trading suspension by the SGX-ST to be
lifted.

The Directors confirmed that as at the Latest Practicable Date and save for matters
disclosed in the Circular, this Letter and the audited financial statements for the Group
for FY2019, there has been no material changes to the Group’s assets and liabilities,
financial position, condition and performance.

Our scope does not require us and we have not made any independent evaluation of
the Group (including without limitation, market value or economic potential) or appraisal
of the Group’s assets and liabilities (including without limitation, property, plant and
equipment and assets held for sale) or contracts entered into by the Company or the
Group and we have not been furnished with any such evaluation and appraisal in
respect of assets and liabilities (if any) held or contracts entered into by the Group. With
respect to such valuation, we are not experts in the evaluation or appraisal of assets
and liabilities (including without limitation, property, plant and equipment and assets held
for sale where applicable) including, inter alia, the contracts that the Group has
embarked upon or are about to embark upon and have relied on the opinion of the
Directors.
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11.

Limitations

It is also to be noted that as trading of the Shares is subject to possible market fluctuations
and accordingly, in the event that the Company resumes trading in the future, our advice on
the Offer does not and cannot take into account the future trading activities or patterns or price
levels that may be established for the Shares since these are governed by factors beyond the
ambit of our review and also such advice, if given, would not fall within our terms of reference
in connection with the Offer.

For our opinion and recommendation, we have not had regard to the general or specific
investment objectives, financial situation, tax position, risk profiles or unique needs and
constraints or plans of any individual Shareholder, or group of Shareholders. As different
Shareholders or groups of Shareholders would have different investment profiles and
objectives, we would advise Independent Directors to recommend that any individual
Shareholder or group of Shareholders who may require advice in the context of his specific
investment portfolio, including his investment in the Company, should consult his stockbroker,
bank manager, solicitor, accountant, tax adviser or other professional adviser immediately.”

Recommendation of the Independent Directors

The Independent Directors, having considered carefully the terms of the Offer and the advice given
by the IFA to the Independent Directors in the IFA Letter, concur with the advice of the IFA in
respect of the Offer as set out in Section 10.3(c) of this Circular and in the IFA Letter. Accordingly,
the Independent Directors recommend that Shareholders accept the Offer, unless there is a
superior offer or the Shareholders are able to obtain a price higher than the Offer Price on the
open market, taking into account all the brokerage commissions or transactions costs in connection
with open market transactions.

Shareholders are advised to read the terms and conditions of the Offer Document carefully.
Shareholders are also advised to read and consider carefully the recommendation of the
Independent Directors and the IFA Letter set out in Appendix A to this Circular in their
entirety before deciding whether to accept or reject the Offer. Shareholders should note that
the IFA’s advice to the Independent Directors and the recommendation of the Independent
Directors in respect of the Offer should not be relied upon by any Shareholder as the sole
basis for deciding whether or not to accept or reject the Offer.

Shareholders should note that transactions of the Shares are subject to performance and
prospects of the Group, prevailing economic conditions, economic outlook and possible market
fluctuations and accordingly, the advice by the IFA to the Independent Directors on the Offer does
not and cannot take into account the future transactions or price levels that may be established for
the Shares since these are governed by factors beyond the ambit of the IFA’s review.

In rendering the above advice and making the above recommendation, the IFA and the
Independent Directors have not considered the specific investment objectives, financial situation,
tax status, risk profiles or unique needs and constraints of any individual Shareholder. As different
Shareholders would have different investment profiles and objectives, the Independent
Directors recommend that any individual Shareholder who may require specific advice in
relation to his/her investment portfolio or objectives and/or the Offer should consult his/her
stockbroker, bank manager, solicitor, accountant, tax adviser or other professional adviser
immediately.

OVERSEAS SHAREHOLDERS

Section 13 of the Offer Document sets out certain information in relation to the Overseas
Shareholders, extracts of which are set out below.

“13.1 Overseas Jurisdictions. This Offer Document does not constitute an offer to sell or the
solicitation of an offer to subscribe for or buy any security, nor is it a solicitation of any vote
or approval in any jurisdiction, nor shall there be any sale, issuance or transfer of the
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13.2

13.3

securities referred to in this Offer Document in any jurisdiction in contravention of applicable
law.

The release, publication or distribution of this Offer Document and the Acceptance Forms in
certain jurisdictions may be restricted by law and therefore persons in any such jurisdictions
into which this Offer Document is released, published or distributed should inform
themselves about and observe such restrictions.

Copies of this Offer Document and the Acceptance Forms are not being, and must not be,
directly or indirectly, mailed or otherwise forwarded, distributed or sent in or into or from any
jurisdiction where the making of or the acceptance of the Offer will violate the laws of that
jurisdiction (“Restricted Jurisdiction”) and will not be capable of acceptance by any such
use, instrumentality or facility within any Restricted Jurisdiction and persons receiving such
documents (including custodians, nominees and trustees) must not mail or otherwise
forward, distribute or send them in or into or from any Restricted Jurisdiction.

The Offer (unless otherwise determined by the Offeror and permitted by applicable law and
regulation) will not be made, directly or indirectly, in or into, or by the use of mails of, or by
any means or instrumentality (including, without limitation, telephonically or electronically) of
interstate or foreign commerce of, or any facility of a national, state or other securities
exchange of, any Restricted Jurisdiction and the Offer will not be capable of acceptance by
any such use, means, instrumentality or facilities.

Overseas Shareholders. The availability of the Offer to Shareholders whose addresses are
outside Singapore as shown in the Register or in the Depository Register (as the case may
be) (each, an “Overseas Shareholder”’) may be affected by the laws of the relevant
overseas jurisdictions in which they are located. Accordingly, Overseas Shareholders should
inform themselves of, and observe, any applicable requirements in the relevant overseas
jurisdictions.

For the avoidance of doubt, the Offer will be open to all Shareholders, including those
to whom the Offer Document and the relevant Acceptance Forms may not be sent.

It is the responsibility of Overseas Shareholders who wish to accept the Offer to (a) request
for this Offer Document, the Acceptance Forms and/or any related documents, or (b) satisfy
themselves as to the full observance of the laws of the relevant overseas jurisdiction in that
connection, including the obtaining of any governmental or other consent which may be
required, or compliance with other necessary formalities or legal requirements and the
payment of any taxes, imposts, duties or other requisite payments due in such jurisdiction.
Such Overseas Shareholders shall be liable for any such taxes, imposts, duties or other
requisite payments payable and the Offeror, its related corporations, W Capital, CDP, the
Receiving Agent and any person acting on their behalf shall be fully indemnified and held
harmless by such Overseas Shareholders for any such taxes, imposts, duties or other
requisite payments as the Offeror, its related corporations, W Capital, CDF, the Receiving
Agent and/or any person acting on their behalf may be required to pay. In (a) requesting for
this Offer Document, the Acceptance Forms and/or any related documents, or (b) accepting
the Offer, each Overseas Shareholder represents and warrants to the Offeror and W Capital
that he is in full observance of the laws of the relevant jurisdiction in that connection and that
he is in full compliance with all necessary formalities or legal requirements.

Any Overseas Shareholder who is in doubt about his position should consult his
professional adviser in the relevant jurisdiction.

Copies of the Offer Document and the relevant Acceptance Forms. Where there are
potential restrictions on sending this Offer Document and the relevant Acceptance Forms to
any overseas jurisdiction, the Offeror and W Capital each reserves the right not to send
these documents to Overseas Shareholders in such overseas jurisdictions. Subject to
compliance with applicable laws, any affected Overseas Shareholder may, nonetheless,
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12.

13.

14.

attend in person and obtain a copy of this Offer Document, the relevant Acceptance Forms
and/or any related documents during normal business hours and up to the Closing Date, (a)
from CDP (if he is a Depositor) by contacting CDP’s Customer Service Hotline at +65 6535
7511 during their operating hours or emailing CDP at asksgx @sgx.com for instructions on
how to obtain a copy of such documents, or (b) from the office of the Share Registrar, Tricor
Barbinder Share Registration Services (if he is a scripholder) at 80 Robinson Road #11-02,
Singapore 068898. Alternatively, an Overseas Shareholder may, subject to compliance with
applicable laws, write to the Offeror: (a) Harrier Group Pte. Ltd. ¢/o The Central Depository
(Pte) Limited at Robinson Road Post Office, PO. Box 1984, Singapore 903934 (if he is a
Depositor), or (b) Harrier Group Pte. Ltd. c/o Tricor Barbinder Share Registration Services at
80 Robinson Road #11-02, Singapore 068898 (if he is a scripholder), to request for the Offer
Document, the relevant Acceptance Forms and/or any related documents to be sent to an
address in Singapore by ordinary post at his own risk, up to five (5) Market Days prior to the
Closing Date.

Electronic copies of this Offer Document and the relevant Acceptance Forms are available
on the website of the SGX-ST at https.//www.sgx.com.

13.4 Notice. The Offeror and W Capital each reserves the right to notify any matter, including the
fact that the Offer has been made, to any or all Shareholders (including Overseas
Shareholders) by announcement to the SGX-ST or notice and if necessary, by paid
advertisement in a newspaper published or circulated in Singapore, in which case, such
notice shall be deemed to have been sufficiently given, notwithstanding any failure by any
Shareholder to receive or see such announcement, notice or advertisement.”

ACTION TO BE TAKEN BY THE SHAREHOLDERS

Shareholders may choose to accept the Offer in respect of all or part of their holdings of the Offer
Shares. Shareholders who wish to accept the Offer must do so not later than 5.30 P.M.
(SINGAPORE TIME) ON THE CLOSING DATE. Shareholders who wish to accept the Offer should
follow the “Procedures for Acceptance” as set out in Appendix 2 to the Offer Document.

Shareholders who do not wish to accept the Offer need not take any further action in respect of
the Offer Document, the FAA and the FAT and any related documents which have been sent to
them.

The detailed procedures for acceptance and settlement of the Offer are set out in Appendices 1
and 2 to the Offer Document. Information pertaining to CPFIS Investors and SRS Investors can
also be found in Section 14 of the Offer Document.

CONSENT FROM IFA

ACA, named as the IFA, has given and has not withdrawn its written consent to the issue of this
Circular with the inclusion of its name in this Circular, the IFA Letter set out in Appendix A to this
Circular and all references thereto in the form and context in which they appear in this Circular.

DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors (including those who may have delegated detailed supervision of this Circular) have
taken all reasonable care to ensure that the facts stated and all opinions expressed in this Circular
(other than those relating to the Offeror, parties acting in concert with the Offeror, the Offer, the
IFA, and the IFA Letter as set out in Appendix A to this Circular) are fair and accurate and that no
material facts have been omitted from this Circular, the omission of which would make any
statement in this Circular misleading.

In respect of the IFA Letter, the sole responsibility of the Directors has been to ensure that the facts

stated therein with respect to the Group are fair and accurate. Where any information in this
Circular (other than the IFA Letter) has been extracted or reproduced from published or otherwise
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15.

16.

publicly available sources or obtained from the Offeror, the sole responsibility of the Directors has
been to ensure, through reasonable enquiries, that such information has been accurately and
correctly extracted from such sources or, as the case may be, accurately reflected or reproduced in
this Circular in its proper form and context. The Directors jointly and severally accept full
responsibility accordingly.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents may be inspected at the office of the Company’s share registrar,
Tricor Barbinder Share Registration Services at 80 Robinson Road, #11-02, Singapore 068898
during normal business hours for the period for which the Offer remains open for acceptance:

(a) the Offer Announcement;

(b)  the IFA Letter as set out in Appendix A to this Circular;

(c)  the Constitution;

(d)  the annual reports of the Company for the financial years ended 31 December 2017 and 31
December 2018 respectively, which include therein the audited consolidated financial
statements of the Group for the financial years ended 31 December 2017 and 31 December

2018 respectively;

(e) the audited consolidated financial statements of the Group for the financial year ended 31
December 2019 as set out in Appendix E to this Circular; and

(f) the letter of consent referred to in Section 13 of this Circular.

ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the Appendices which form part of
this Circular.

Yours faithfully

For and on behalf of

the Board of Directors of

SUNVIC CHEMICAL HOLDINGS LIMITED

Sun Li Hua
Executive Director and Chief Executive Officer
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LETTER FROM ASIAN CORPORATE ADVISORS PTE. LTD. TO THE
INDEPENDENT DIRECTORS OF SUNVIC CHEMICAL HOLDINGS LIMITED

ASIAN CORPORATE ADVISORS PTE. LTD.
(Incorporated in the Republic of Singapore)
(Company Registration No.: 200310232R)

160 Robinson Road #21-05
SBF Center
Singapore 068914

The Independent Directors (as hereinafter defined)
Sunvic Chemical Holdings Limited

112 Robinson Road

#11-01 Robinson 112

Singapore 068902

23 December 2020

VOLUNTARY CONDITIONAL CASH OFFER BY W CAPITAL MARKETS PTE. LTD. FOR AND ON
BEHALF OF HARRIER GROUP PTE. LTD (“OFFEROR’). TO ACQUIRE ALL THE ISSUED AND
PAID-UP ORDINARY SHARES IN THE CAPITAL OF SUNVIC CHEMICAL HOLDINGS

Unless otherwise defined or where the context otherwise requires, all terms used herein shall have the same
meanings as defined in the circular dated 23 December 2020 (the "Circular").

1. INTRODUCTION

On 20 November 2020 (“Offer Announcement Date” or “Announcement Date”), W Capital Markets
Pte. Ltd ("W Capital") for and on behalf of Harrier Group Pte. Ltd., issued an announcement (the
“Offer Announcement” or “Announcement”), that the Offeror intends to make a voluntary
conditional cash offer (the "Offer") for all the issued and paid-up ordinary shares (the "Shares") in the
capital of Sunvic Chemical Holdings Limited (the "Company"), other than any Shares already held in
treasury and those Shares held, directly or indirectly, by the Offeror as at the date of the Offer (the
"Offer Shares"), and at an offer price (“Offer Price”) of S$0.028 for each Offer Share payable in cash.
The Offer for the Offer Shares will be made in accordance with Rule 15 of The Singapore Code on
Take-overs and Mergers (“Code”).

On 9 December 2020, W Capital, for and on behalf of the Offeror announced that the offer document
dated 9 December 2020 has been issued by the Offeror (“Offer Document”), setting out, inter alia,
the terms and conditions of the Offer and enclosing the relevant form(s) of acceptance has been
despatched to the shareholders of the Company (“Shareholders”).

Asian Corporate Advisors Pte. Ltd. (“ACA”) has been appointed as the independent financial adviser
(“IFA”) to advise the directors of the Company (“Directors”), who are independent for the purpose of
making a recommendation to the Shareholders in relation to the Offer (“Independent Directors”). We
note from the Circular that the Independent Directors comprise Mr Sun Li Hua, Mr Koh Poh Beng and
Mr Lua Poh Huat.

This letter (“Letter”) and any other document, which may be issued by ACA, in respect of the Offer,
for the purpose of revising, amending or supplementing or updating (as the case may be) and setting
out, inter alia, our views and evaluation of the financial terms of the Offer and our recommendations
thereon, will form part of the Circular providing, inter alia, details of the Offer and the
recommendations of the Independent Directors with regard to the Offer. Unless otherwise defined or
the context otherwise requires, all terms defined in the Circular shall have the same meaning ascribed
herein. All figures (inter alia, computations and summation) are subject to rounding.
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2. TERMS OF REFERENCE

ACA has been appointed to advise the Independent Directors on the financial terms of the Offer and
whether the Shareholders should accept or reject the Offer. We do not warrant the merits of the Offer
other than to form a view, for the purposes of Rule 7.1 and 24.1 (b) of the Code, as to whether the
financial terms of the Offer are fair and reasonable. We have confined our evaluation strictly and
solely on the financial terms of the Offer and have not taken into account the commercial risks and/or
merits (if any) of the Offer or their strategic merits or the future prospects of the Company and its
subsidiaries (“Group”) including, inter alia, the contracts that the Company and the Group has
embarked upon or are about to embark upon or the comparison with other deals involving the issued
and paid up Shares or the timing or the time extended for the Offer.

Such evaluation or comment remains the responsibility of the Directors and the management of the
Company (“Management”) although we may draw up on their views or make such comments in
respect thereof (to the extent deemed necessary or appropriate by us) in arriving at our view as set
out in this Letter. We do not express any opinion on the relative merits of the Offer as compared to
any other alternative transaction. We were not requested or authorized to solicit, and we have not
solicited, any indications of interest from any third party with respect to the Offer Shares or assets or
businesses of the Group. In addition, we do not express any views or opinions on the legality of the
Offer or all other matters pertaining to the Offer or documents for the Offer (the Circular and the Offer
Document), inter alia, the mechanism or processes of acceptances, its eligibility or validity or other
alternatives (if any) or the sufficiency of information or any undertakings provided or rights of
compulsory acquisition under the Companies Act, Chapter 50 of Singapore (“Act” or “Companies
Act”) or the requirement for a valuation or forecast or prospect statement or its contents pursuant to
the Code. Our scope does not include determining the independence of the Independent Directors for
the purpose of making recommendation in respect of the Offer.

In the course of our evaluation, we have held discussions with Directors and Management regarding
their assessment of the rationale for the Offer and have examined publicly available information
collated by us, including the unaudited and audited financial statements as well as information, both
written and verbal, provided to us by the Directors and Management and professional advisers of the
Company, including its consultants or advisers, solicitors, auditors and valuers (where applicable). We
have not independently verified such information but have made such reasonable enquiries and used
our judgement as we deemed necessary on the reasonable use of such information and have found
no reason to doubt the accuracy or reliability of the information. Accordingly, we cannot and do not
expressly or impliedly represent or warrant, and do not accept any responsibility for the accuracy,
completeness or adequacy of such information or the manner it has been classified or presented.

We have relied upon the assurance of the Directors and Management that all statements of fact,
belief, opinion and intention made by the Directors and the Management in the Circular have been
reasonably made after due and careful enquiry. Accordingly, no representation or warranty,
expressed and implied, is made and no responsibility is accepted by us concerning the accuracy,
completeness or adequacy of such information.

Our evaluation is based solely on publicly available information and other information provided by the
Company as well as the economic and market conditions prevailing as at 13 December 2020 (the
“Latest Practicable Date”), and therefore does not reflect expected financial performance after the
financial year ended 31 December (“FY” or “FYE”) 2019 ("FY2019”) for the Group. Accordingly, we
have not commented on or assessed the expected future performance or prospects of the Company
or the Group or the Shares, irrespective of the outcome of the Offer. Accordingly, our evaluation and
opinion and recommendation do not and cannot take into account the future or prospective
performance and neither are we responsible for it or for any updates pursuant to any announcements
subsequent to the issuance of this Letter or the timing of the Offer or the dates for issuance of the
Circular. Accordingly, any estimates or analysis or evaluation of the merits of the Company or the
Group or the Shares in this Letter are necessarily limited and we do not warrant or represent that it is
complete or in entirety.

Our scope does not require us and we have not made any independent evaluation of the Group

(including without limitation, market value or economic potential) or appraisal of the Group’s assets
and liabilities (including without limitation, property, plant and equipment and investment properties
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held) or contracts entered into by the Company or the Group and we have not been furnished with
any such evaluation and appraisal in respect of assets and liabilities (if any) held or contracts entered
into by the Group. With respect to such valuation, we are not experts in the evaluation or appraisal of
assets and liabilities (including without limitation, property, plant and equipment and investment
properties held) including, inter alia, where applicable the contracts that the Group has embarked
upon or are about to embark upon and have relied on the opinion of the Directors. For the purposes of
this Offer, Directors have represented that that no valuation has been conducted by the Group in
connection with the Offer and that valuations of the Group’s assets will not be a significant factor in
the assessment of Offer.

The Directors are of the opinion that the values of the assets and liabilities as well as the financial
performance or condition of the Group as reflected in the audited financial statements for the Group
for FY2019 are true and fair. The Directors have also confirmed that to the best of their knowledge,
nothing has come to their attention which may render the Group’s audited financial statements for
FY2019 to be false or misleading in any material aspect. In addition, the Directors have confirmed that
to the best of their knowledge and belief, such information is true, complete and accurate in all
respects and that there is no other information or fact, inter alia, the valuation or appraisal of assets
and liabilities, the contracts or agreements that the Group has embarked upon or are about to embark
upon, the omission of which would render those statements or information to be untrue, inaccurate,
incomplete or misleading.

The Directors further confirmed that, to the best of their knowledge, as at the Latest Practicable Date
and save for matters disclosed in the Circular, this Letter, the Group’s audited financial statements for
FY2019, there has been no material changes to the Group’s assets and liabilities, financial position,
condition and performance. We also note from Appendix B1 of the Circular that save as disclosed in
the Circular and in publicly available information on the Company (including but not limited to the
audited consolidated financial statements of the Group for FY2019 as set out in Appendix E to the
Circular and the announcements released by the Company in respect of its financial results or other
matters), as at the Latest Practicable Date, there have been no known material changes in the
financial position of the Company since 31 December 2019, being the date to which the Company’s
last published audited accounts were made up.

In addition, our analysis is limited and subject to, inter alia, the disclaimer of opinion (“Disclaimer of
Opinion”) issued by the independent auditor named therein (“‘Independent Auditor”) for financial
statements (“FS”) for FY2019 of the Group (“FS2019”) dated 9 December 2020, and the statements
therein from the Independent Auditor that they have opined that they unable to conclude whether the
use of the going concern assumption, which has been adopted in the preparation of the
accompanying financial statements, is appropriate.

Our opinion in this Letter is based on economic, market, industry, monetary and other conditions (if
applicable), and the information provided to us, as at the Latest Practicable Date. Accordingly, the
bases or assumptions and likewise our views or opinion or recommendation may and do change in
the light of these developments which, inter alia, includes general as well as company-specific or
industry-specific conditions or sentiments or factors or levels of acceptances after the Latest
Practicable Date. The Independent Directors should note that our evaluation is based solely on
publicly available information and such other information provided by the Company or its Directors or
Management as well as the economic and market conditions prevailing as at the Latest Practicable
Date, and therefore does not reflect expected financial performance after FY2019 or the Latest
Practicable Date for the Group or developments (both macro and company-specific) and that these
factors do and will necessarily affect the evaluation of the Offer and our recommendation or opinion or
views.

The Directors have collectively and severally accepted full responsibility, as set out in the Circular, for
the truth, accuracy and completeness of all information and representations as provided by the
Directors and contained herein. The Directors have confirmed to ACA that to the best of their
knowledge and belief, all material information including but not limited to plans or prospects or
proposals involving acquisition or issuance of securities, or changes to its capital structure available to
them and the Management in connection with the Company, the Group, the Offer or the Offeror or
such other parties has been disclosed to ACA in its entirety and included in the Circular, that such
information is true, complete and accurate in all material respects and that there is no other
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information or fact including the financial performance or expected future performance or future
growth prospects or restructuring plans (if applicable) of the Company or the Group, the omission of
which would result in the facts stated and the opinions expressed by the Directors in the Circular or
this Letter to be untrue, inaccurate or incomplete in any respect or misleading. Accordingly, no
representation or warranty, expressed or implied, is made and no responsibility is accepted by ACA
concerning the truth, accuracy, completeness or adequacy of such information or facts.

The scope of our appointment does not require us to express, and we do not express, a view on the
future growth prospects of the Company or the Group or the ability of the Group to continue as a
going concern or resume of trading of the Shares, or to exit the financial watchlist or the Company’s
ability to satisfy any listing requirements of the Singapore Exchange Securities Trading Limited
(“SGX-ST” or “Exchange”) before and after the Offer. We are therefore not expressing any view
herein as to the returns that the Shareholders may have owning the Shares upon completion or close
of the Offer or on the future financial performance of the Company or the Group or the plans (if any)
that the Offeror may have for the Company. In rendering our advice and giving our recommendation,
we have not had regard to the general or specific investment objectives, financial situation, tax
position, risk profiles or unique needs and constraints or particular circumstances of any individual
Shareholder. As each Shareholder would have different investment profiles and objectives, horizons
and risk profiles, we would advise Independent Directors to recommend that any Shareholder, who
may require advice in the context of his specific investment objective(s), investment portfolio(s),
including his investment in the Company, should consult his stockbroker, bank manager, solicitor,
accountant, tax adviser or other professional adviser immediately.

Accordingly, any factor or assumption or basis as well as the relative emphasis on any matter set out
in this Letter on the Offer or the Company or the Group or the Shares which we used or may have
used may differ from the relative emphasis accorded by any individual Shareholder or Independent
Director, and as such Independent Directors are advised to highlight to Shareholders as well as note
for themselves that any reliance on our opinion or view or assessment, is subject to the contents of
this Letter in its entirety. In addition, ACA will not be responsible or required to provide an updated
assessment or opinion or views of the Offer or its recommendation, following the date of the issue of
this Letter.

Accordingly, our Letter or opinion or views or recommendation should not be used or relied by anyone
for any other purposes and should only be used by the Independent Directors, subject to our terms of
reference and the contents of this Letter as one of the basis for their opinions or views or
recommendation. In addition, any references to our Letter as one of the basis for their opinion, views
or recommendation, should not be made except with our prior consent in writing and even if made
with our prior consent in writing, shall be subject to the contents of this Letter in its entirety, inter alia,
the matters, conditions, assumptions, limitations, factors, and bases as well as our terms of reference
for this Letter.

3. TERMS AND CONDITIONS OF THE OFFER

The principal terms and conditions of the Offer, as extracted from, inter alia, Sections 2 and 3 of the
Offer Document, are set out in italics below. We recommend that Shareholders read the terms and
conditions contained therein carefully.

“2. THE OFFER

2.1 Offer Shares. W Capital, for and on behalf of the Offeror, hereby makes the Offer to acquire
all the Shares other than those already held by the Company as treasury Shares ("Offer
Shares") in accordance with Rule 15 of the Code and on the terms and subject to the
conditions set out in this Offer Document and the Acceptance Forms.

2.2 Offer Price. The consideration for each Offer Share is S$0.028 in cash ("Offer Price").

2.3 No Encumbrances. The Offer Shares are to be acquired (a) fully paid, (b) free from all
Encumbrances, and (c) together with all rights, benefits, entitlements and advantages
attached thereto as at the Offer Announcement Date, and thereafter attaching thereto,
including but not limited to all voting rights and the right to receive and retain all dividends,
rights, distributions, returns of capital and/or other entitlements (if any) ("Distributions”)
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2.4

2.5

‘13.

which may be announced, declared, paid or made thereon by the Company on or after the
Offer Announcement Date.

If any Distributions is announced, declared, paid or made by the Company on or after the
Offer Announcement Date, the Offeror reserves the right to reduce the Offer Price by an
amount equivalent to such Distribution.

Minimum Acceptance Condition. The Offer is conditional upon the Offeror having received,
by the close of the Offer, valid acceptances in respect of such number of Offer Shares which,
when taken together with the Shares owned, controlled or agreed to be acquired by the
Concert Group (either before or during the Offer and pursuant to the Offer or otherwise), will
result in the Concert Group holding such number of Shares carrying more than 50% of the
voting rights attributable to the issued Shares (excluding treasury Shares) as at the close of
the Offer ("Minimum Acceptance Condition”).

Save for the Minimum Acceptance Condition, the Offer is unconditional in all other
respects.

Warranty. A Shareholder who tenders his Offer Shares in acceptance of the Offer will be
deemed to unconditionally and irrevocably represent, warrant and undertake to the Offeror
that he sells such Offer Shares as or on behalf of the beneficial owner(s) thereof, (a) fully paid,
(b) free from all Encumbrances, and (c) together with all rights, benefits, entitlements and
advantages attached thereto as at the Offer Announcement Date and thereafter attaching
thereto, including the right to receive and retain all Distributions (if any) declared, paid or
made by the Company in respect of the Offer Shares on or after the Offer Announcement
Date.”

FURTHER DETAILS OF THE OFFER

Appendix 1 to this Offer Document sets out further details on (a) the duration of the Offer, (b) the
settlement of the consideration for the Offer, (c) the requirements relating to the announcement(s) of
the level of acceptances of the Offer and (d) the right of withdrawal of acceptances of the Offer.”

The following are salient extracts form Appendix 1 of the Offer Document.

1‘1.

1.1

1.2

1.3

1.4

DURATION OF THE OFFER

First Closing Date. The Offer is open for acceptance by Shareholders for at least 28 days
from the Despatch Date, unless the Offer is withdrawn with the consent of the SIC and every
person released from any obligation incurred thereunder. Accordingly, the Offer will close
at 5.30 p.m. on 6 January 2021 or such later date(s) as may be announced from time to
time by or on behalf of the Offeror.

Subsequent Closing Date(s). If the Offer is extended and:

(a) the Offer is not unconditional as to acceptances as at the date of such extension, the
announcement of the extension must state the next Closing Date; or

(b) the Offer is unconditional as to acceptances as at the date of such extension, the
announcement of the extension need not state the next Closing Date but may state
that the Offer will remain open until further notice. In such a case, the Offeror must
give Shareholders at least 14 days’ prior notice in writing before it may close the Offer.

No Obligation to Extend the Offer. The Offeror is not obliged to extend the Offer if the
condition of the Offer as set out in Section 2.4 (Minimum Acceptance Condition) of the Letter
to Shareholders in this Offer Document is not fulfilled by the Closing Date.

Offer to Remain Open for 14 Days After Being Declared Unconditional as to

Acceptances. Pursuant to Rule 22.6 of the Code, if the Offer becomes or is declared
unconditional as to acceptances, the Offer will remain open for a period ("Rule 22.6
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Period") of not less than 14 days after the date on which the Offer would otherwise have
closed, in order to give Shareholders who have not accepted the Offer the opportunity to do
So.

This requirement does not apply if, before the Offer has become or is declared unconditional
as to acceptances, the Offeror has given Shareholders at least 14 days’ notice in writing
("Shut-Off Notice") that the Offer will not be open for acceptance beyond a specified Closing
Date, provided that:

(a) the Offeror may not give a Shut-Off Notice in a competitive situation; and
(b) the Offeror may not enforce a Shut-Off Notice, if already given, in a competitive
situation.

For these purposes, the SIC would normally regard a "competitive situation” to have arisen if
a competing offer for the Company has been announced.

If a declaration that the Offer is unconditional is confirmed in accordance with paragraph
4.2(a) (Right of Withdrawal of Shareholders) of this Appendix 1, the Rule 22.6 Period will
run from the date of such confirmation or the date on which the Offer would otherwise have
closed, whichever is later.

1.5 Final Day Rule. The Offer (whether revised or not) will not be capable:

(a) of becoming or being declared unconditional as to acceptances after 5.30 p.m.
(Singapore time) on the 60th day after the Despatch Date; or

(b) of being kept open after the expiry of such 60-day period unless the Offer has
previously become or been declared to be unconditional as to acceptances,

provided that the Offeror may extend the Offer beyond such 60-day period with the SIC’s
prior consent ("Final Day Rule"). The SIC will normally grant such permission if a
competing offer has been announced.

1.6 Revision. The Offeror reserves the right to revise the terms of the Offer at such time and in
such manner as it may consider appropriate. If the Offer is revised, the Offer will remain open
for acceptance for at least 14 days from the date of despatch of the written notification of the
revision to Shareholders. In any case where the terms are revised, the benefit of the Offer
(as so revised) will be made available to each of the Shareholders who had previously
accepted the Offer.”

The Offeror reserves the right to revise the terms of the Offer at such time and in such manner as it
may consider appropriate. If the Offer is revised, the Offer will remain open for acceptance for at least
14 days from the date of despatch of the written natification of the revision to Shareholders. In any
case where the terms are revised, the benefit of the Offer (as so revised) will be made available to
each of the Shareholders who had previously accepted the Offer.

In addition, we note that whilst the Offer Price has been determined on the basis that the Offer Shares
will be acquired with the right to receive any distributions which shall have the meaning as ascribed to
it in Section 2.3 (No Encumbrances) of the Letter to Shareholders of the Offer Document
(“Distributions”) that may be announced, declared, paid or made by the Company on or after the
Offer Announcement Date, there has been as at the Latest Practicable Date, no announcement for
any dividends.

The Offer is conditional upon the Offeror having received, by the close of the Offer, valid acceptances
in respect of such number of Offer Shares which, when taken together with the Shares owned,
controlled or agreed to be acquired by the Concert Group (either before or during the Offer and
pursuant to the Offer or otherwise), will result in the Concert Group holding such number of Shares
carrying more than 50% of the voting rights attributable to the issued Shares (excluding treasury
Shares) as at the close of the Offer ("Minimum Acceptance Condition").
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Further we note that save for the Minimum Acceptance Condition, the Offer is unconditional in
all other respects.

We note that pursuant to the Offer Document, the closing date for the Offer is 5.30 p.m. (Singapore
time) on 6 January 2021 or such later date(s) as may be announced from time to time by or on behalf
of the Offeror being the last day for the lodgement of acceptances of the Offer (“Closing Date”).

4, INFORMATION ON THE OFFEROR

The information on the Offeror is set out in italics below has been extracted from Section 5 of the
Offer Document. Shareholders should also refer to Appendix 3 of the Offer Document for additional
information on the Offeror. All terms and expressions used in the extract below shall have the same
meanings as those defined in the Offer Document, unless otherwise stated.

“5 INFORMATION ON THE OFFEROR

5.1 The Offeror. The Offeror is an investment holding company incorporated in Singapore on 21
September 2020. The Offeror has not carried on any business since its incorporation. As at
the Latest Practicable Date, the Offeror has an issued and paid-up capital of S$10,000
comprising 10,000 ordinary shares. The sole director and sole shareholder of the Offeror is Mr
Song Wuying. The Offeror does not hold any Shares as at the Latest Practicable Date.

Mr Song Wuying is a private investor and is not related to any director or substantial
Shareholder of the Company.

5.2 Additional Information. Additional information on the Offeror is set out in Appendix 3 to this
Offer Document.”

5. INFORMATION ON THE COMPANY

Information and additional general information on the Company are set out in Section 6 of the Offer
Document and Appendices B1, B2, C, D and E of the Circular.

6. THE RATIONALE FOR THE OFFER AND THE OFFEROR’S INTENTION FOR THE
COMPANY

The rationale for the Offeror, the Offeror’s intention relating to the Company and the compulsory
acquisition and listing status, are set out in italics below has been extracted from Sections 7, 8 and 9
respectively of the Offer Document. All terms and expressions used in the extract below shall have
the same meanings as those defined in the Offer Document, unless otherwise stated.

“7. RATIONALE FOR THE OFFER

7.1 Intention to Delist and Privatise the Company. The Offeror is making the Offer with a view
to delisting and privatising the Company.

7.2 Opportunity for Shareholders who are not prepared to bear the risks associated with
the Company to realise their investment in cash. The Company has been placed on the
SGX-ST watch-lists under the minimum trading price entry criteria and financial entry criteria
pursuant to Rules 1311(2) and 1311(1) respectively of the Listing Manual on 5 June 2018.
With effect from 1 June 2020, the minimum trading price entry criteria has been removed and
the Company is no longer required to comply with the minimum trading price exit criteria. The
Company has 36 months from 5 June 2018 to meet the requirements to be removed from the
watchlist under the financial entry criteria, failure of which may subsequently result in the
SGX-ST delisting the Company or suspending trading in the Company’s Shares with a view to
delisting the Company.

In addition, trading in the Company’s securities has been suspended from 14 January 2019
arising from the issues identified in the Company’s announcement dated 10 January 2019
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7.3

7.4

7.5

9.1

relating to two of the Company’s wholly owned subsidiaries, Yixing Yinyan Import & Export
Co., Ltd and Jiangsu Jurong Chemical Co., Ltd, having received letters of demand amounting
to an aggregate of approximately RMB 226.7 million in respect of unauthorised significant
guarantees purportedly extended by the aforesaid subsidiaries (each of the aforesaid
guarantees shall be referred to as "YFC Corporate Guarantee" or "BOC Corporate
Guarantee", and collectively "Corporate Guarantees") for loans made by Yixing City Futao
Rural Micro Credit Co., Ltd and Bank of China Co., Ltd., Xiangshui County Sub-branch to
Jiangsu Donglai Real Estate Development Co., Ltd and Jiangsu Dahe Lvjian Chemical Co.,
Ltd respectively. Notwithstanding that the Company has on 5 March 2020 announced that the
Company has reversed in full the provision of the contingent liabilities in connection with the
YFC Corporate Guarantee from the financial statements of the Group as at 31 December
2018 ("FY2018 Financial Statements”) following the completion of the special audit by Ernst
& Young Advisory Pte. Ltd., the Company’s independent auditor, Foo Kon Tan LLP, had
issued a disclaimer of opinion ("Disclaimer of Opinion") in their report dated 19 March 2020
on the FY2018 Financial Statements on the basis of, among other matters described in the
Disclaimer of Opinion, the Corporate Guarantees. In the event the Company is unable to
resolve these issues to the satisfaction of the SGX-ST, the Company will remain suspended.

Shareholders who are not prepared to bear the aforesaid risks associated with the Company
will benefit from the clean cash exit opportunity provided through the Offer.

Offer Price at a premium to traded benchmark prices at different time periods. When
compared to the benchmark prices of the Shares prior to the Last Trading Day, the Offer Price
represents a premium of approximately 21.7%, (3.4)%, 16.7% and (12.5)% over the VWAP
per Share for the 1-month, 3-months, 6-months and 12-months periods, respectively, and a
premium of approximately 27.3% to the closing price on the Last Trading Day.

The Offer presents the Shareholders with a clean cash exit opportunity to realise their entire
investment in the Shares at a premium over the 1-month and 6-months VWAP and the last
transacted price of the Shares on the Last Trading Day, without incurring brokerage and other
trading costs.

Greater Management Flexibility. The Offeror is of the view that the delisting and
privatisation of the Company will provide the Offeror and the Company with greater control
and management flexibility in utilising and deploying the available resources of the Company
and facilitating the implementation of any strategic initiatives and/or operational changes of
the Group to achieve greater efficiency and competitiveness.

Compliance Costs relating to Listing Status. If the Company is delisted, the Company will
be able to save on compliance costs associated with maintenance of a listed status and other
regulatory requirements and human resources that have to be committed for such compliance
and focus its resources and channel such expenses towards its business operations.

OFFEROR'’S INTENTIONS FOR THE COMPANY

The Offeror has no current intention to (a) make material changes to the existing business of
the Group, (b) re-deploy the Group's fixed assets, or (c) discontinue the employment of the
employees of the Group, other than in the ordinary course of business. The Offeror however
retains the flexibility at any time to consider options or opportunities which may present
themselves.

COMPULSORY ACQUISITION AND LISTING STATUS

Compulsory Acquisition. Pursuant to Section 215(1) of the Companies Act, if the Offeror
receives valid acceptances pursuant to the Offer (or otherwise acquires Shares during the
period when the Offer is open for acceptance) in respect of not less than 90% of the total
number of issued Shares (other than those already held by the Offeror, its related
corporations or their respective nominees as at the date of the Offer and excluding any
treasury Shares), the Offeror would be entitled to exercise the right to compulsorily acquire all
the Shares of Shareholders who have not accepted the Offer ("Dissenting Shareholders") at
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9.2

a price equal to the Offer Price ("Compulsory Acquisition").

In such event, the Offeror intends to exercise its right to compulsorily acquire all the
Offer Shares not acquired under the Offer. The Offeror will then proceed to delist the
Company from SGX-ST.

Dissenting Shareholders have the right under and subject to Section 215(3) of the Companies
Act, to require the Offeror to acquire their Shares at the Offer Price in the event that the
Offeror, its related corporations or their respective nominees acquire, pursuant to the Offer,
such number of Shares which, together with treasury Shares and the Shares held by the
Offeror, its related corporations or their respective nominees, comprise 90% or more of the
total number of issued Shares. Dissenting Shareholders who wish to exercise such right are
advised to seek their own independent legal advice.

Unlike Section 215(1) of the Companies Act, the 90% threshold under Section 215(3) of the
Companies Act does not exclude treasury Shares or Shares held by the Offeror, its related
corporations or their respective nominees as at the date of the Offer.

Listing Status. Pursuant to Rule 1105 of the Listing Manual, upon an announcement by the
Offeror that acceptances have been received pursuant to the Offer that bring the holdings
owned by the Concert Group to above 90% of the total number of issued Shares (excluding
treasury Shares), the SGX-ST may suspend the trading of the Shares on the SGX-ST until
such time it is satisfied that at least 10% of the total number of issued Shares (excluding
treasury Shares) are held by at least 500 Shareholders who are members of the public. Rule
1303(1) of the Listing Manual provides that if the Offeror succeeds in garnering acceptances
exceeding 90% of the total number of issued Shares (excluding treasury Shares), thus
causing the percentage of the total number of issued Shares (excluding treasury Shares) held
in public hands to fall below 10%, the SGX-ST will suspend trading of the Shares only at the
close of the Offer.

In addition, under Rule 724(1) of the Listing Manual, if the percentage of the total number of
issued Shares (excluding treasury Shares) held in public hands falls below 10%, the
Company must, as soon as practicable, announce that fact and the SGX-ST may suspend the
trading of all the Shares. Rule 724(2) of the Listing Manual states that the SGX-ST may allow
the Company a period of three (3) months, or such longer period as the SGX-ST may agree,
to raise the percentage of Shares (excluding treasury Shares) in public hands to at least 10%,
failing which the Company may be delisted from the SGX-ST.

The Offeror intends to privatise the Company and does not intend to preserve the
listing status of the Company. In the event that the trading of Shares on the SGX-ST is
suspended pursuant to Rule 724, Rule 1105 or Rule 1303(1) of the Listing Manual, the
Offeror has no intention to undertake or support any action for any such trading
suspension by the SGX-ST to be lifted.

NO UNDERTAKINGS

We note, as at the Latest Practicable Date and from the Offer Document that there are no
undertakings from any Shareholder to accept or reject the Offer, and that neither the Offeror nor any
party acting in concert with the Offeror has received any irrevocable undertaking from any other party
to accept or reject the Offer.

Further the sole director and sole shareholder of the Offeror is Mr Song Wuying. The Offeror does not
hold any Shares as at the Latest Practicable Date, and Mr Song Wuying is a private investor and is not
related to any Director or substantial Shareholder of the Company.
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8. FINANCIAL ASSESSMENT OF THE OFFER

In assessing the financial terms of the Offer from a financial point of view, we have taken into account
the following pertinent factors as well as others in the Letter, which we consider will have a significant
bearing on our assessment:

(i) historical financial performance and position of the Group;

(i) analysis of the Group’s net asset value (“NAV”) and net tangible assets (“NTA”);

(iii)  relative valuation analysis;

(iv)  comparison with other successful privatisation and delisting transactions;

(v)  market quotation and trading activities for the Shares; and

(vi)  such other relevant considerations which have significant bearing on our assessment.
These factors are discussed in detail in the ensuing sections.

As at the Latest Practicable Date, the Company only has one (1) class of shares, being ordinary
Shares, with equal ranking rights to dividend, voting at general meetings and return of capital. We
note from Appendix B1 Section 4 of the Circular, that as at the Latest Practicable Date, the total
issued and paid-up Share capital is approximately S$76,530,402 comprising 533,650,641 Shares
(including 1,650,000 treasury Shares).

As at the Latest Practicable Date, the Company has confirmed that it does not have any outstanding
instruments convertible into, rights to subscribe for, nor options (whether pursuant to an employee
share option scheme or otherwise) in respect of, securities which carry voting rights of the Company.

In our assessment of the Offer, we have applied certain valuation ratios in assessing the
reasonableness of the Offer Price. Whist we have used various valuation methodologies, as
described in this Letter, no reliance should be placed on any single methodology, and this Letter
should be read in its entirety. A brief description of such valuation ratios are as follows:

(i) EV/EBITDA “EV” or “Enterprise Value” is defined as the sum of a company’s
market capitalisation, preferred equity, minority interests, short term
and long term debts less its cash and cash equivalents. “EBITDA”
stands for earnings before interest, tax, depreciation and amortisation
but after share of associates’ and joint ventures’ income but excluding
exceptional items.

The “EV/EBITDA” multiple is an earnings-based valuation
methodology that does not take into account the capital structure of a
company as well as its interest, taxation, depreciation and amortisation
charges. Therefore, it serves as an illustrative indicator of the current
market valuation of the business of a company relative to its pre-tax
operating cash flow and performance.
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(ii) Price-to-Earnings
(“PER”)

(iii) Price-to-NTA

(“PINTA”)

(iv) Price-to-NAV
(“PINAV”)

The PER is a widely used earnings-based valuation methodology that
illustrates the ratio of the current market price of a company’s shares
relative to its net earnings per share. Unlike the EV/EBITDA multiple,
the PER is based on the net earnings attributable to shareholders after
interest, taxation, depreciation and amortisation expenses. As such,
the PER is affected by the capital structure of a company, tax position
as well as its depreciation and goodwill policies.

The P/NTA ratio is the ratio of the relevant prices of the shares to the
net tangible asset value of the relevant companies. It is an asset-based
valuation methodology that illustrates the ratio of the current market
valuation of a company relative to its asset backing as measured in
terms of its NTA value.

The NTA of a company provides an estimate of its value assuming a
hypothetical sale of all its tangible assets, the proceeds of which are
first used to repay the liabilities and obligations of that company with
the balance available for distribution to its shareholders. The NTA-
based approach is widely used for valuing the shares of property-
based companies as their tangible asset backings are perceived as
providing support for the value of their shares.

The P/NAV ratio is the ratio of the relevant prices of the shares to the
net asset value of the relevant companies. It is an asset based
valuation methodology that illustrates the ratio of the current market
valuation of a company relative to its tangible and intangible asset
backing as measured in terms of its NAV value.

The NAV of a company provides an estimate of its value assuming a
hypothetical sale of all its tangible and intangible assets, the proceeds
of which are first used to repay the liabilities and obligations of that
company with the balance available for distribution to its shareholders.

In assessing the financial terms of the Offer, we have taken into account the following pertinent
factors (as well as others in this Letter), which we consider will have a significant bearing on our

assessment.
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8.1 HISTORICAL FINANCIAL PERFORMANCE AND POSITION OF THE GROUP

We note from Directors’ and Management confirmations that whilst the audited consolidated financial
statements of the Group for FY ended 31 December 2018 (“FY2018”) and FY2019, which have been
finalised and signed, and were announced on 16 December 2020, the said audited financial
statements have yet to be approved by the Shareholders.

We recommend that the Directors advise Shareholders to note and review carefully the contents of
the audited FS for FY2018 (“FS2018”) and the audited FS2019 (which are set out as Appendix D and
Appendix E of the Circular respectively) in its entirety.

The following are extracts from the audited consolidated financial statements of the Group for FY2017,
FY2018, FY2019:

Summary of income statements

Figures in RMB'000""’ Audited Audited Audited
FY2019 FY2018 FY2017
Continuing operations
Revenue 940,381 1,577,098 2,246,712
Gross profit 5,834 33,266 162,176
Other income 389,382 43,757 13,803
Total operating expenses (275,542) (689,802) (156,613)
Finance costs (48,753) (73,062) (73,365)
Profit/(loss) before tax from continuing operations 70,921 (685,841) (53,999)
Profit/(loss) after tax from continuing operations 70,905 (686,441) (55,017)
Discontinued operations
Profit from discontinued operations, net of tax 20,815 13,045 32,154
Profit/(loss) after tax for the year 91,720 (673,396) (22,863)
Profit/(loss) after tax attributable to owners of the 93,363 (630,678) (20,322)
Company

Summary of statements of financial position

Figures in RMB'000"’ Audited Audited Audited
FY2019 FY2018 FY2017
Non-current assets 358,605 467,291 1,395,912
Current assets 1,409,975 999,117 1,342,246
Assets of disposal group - 791,883 -
Non-current liabilities 8,205 83,131 236,131
Current liabilities 1,441,946 1,544,009 1,598,407
Liabilities of disposal group® - 400,118 -
Total borrowings® 907,445 645,781 1,219,062
Shareholders' equity 442,449 353,410 983,279
Net working capital (31,971) (544,892) (256,161)

Summary of statements of cash flows

Figures in RMB'000""” Audited Audited Audited

FY2019 FY2018 FY2017
Net cash (used in)/generated from operating activities (271,353) 376,397 524,253
Net cash generated from/(used in) investing activities 878,357 (32,431) (146,544)
Net cash (used in) financing activities (607,932) (491,286) (414,320)
Notes:

(1) Figures and computation presented in this section are subject to rounding.
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(2) Total borrowings comprise secured bank loans in USD and RMB currencies, notes payable and lease liabilities.

(3) Assets and Liabilities of disposal group classified as held for sale.
We note the following: -

(i) Financial performance for FY2017, FY2018 and FY2019

The Group’s revenue for FY2017 to FY2019 were on declining trend and the Group has three
reportable segments, namely manufacturing and sale of (i) Acrylic Acid (“AA”) and Acrylate Esters
(“AE”) (“AA and AE segment”’); (i) manufacturing and sale of PMIDA and glyphosate; and (iii)
manufacturing and sale of refined MTBE and petroleum products.

The Group’s revenue decreased from approximately RMB2.2 billion in FY2017 to approximately
RMB1.6 billion and RMB940.4 million in FY2018 and FY2019 respectively.

For FY2017 to FY2019, the Group’s AA and AE segment was the largest contributor to the Group’s
revenue contributing approximately 68.9% (or approximately RMB1.5 billion) in FY2017,
approximately 80.8% (or approximately RMB1.3 billion) in FY2018 and approximately 53.1% (or
approximately RMB499.8 million) in FY2019. The manufacturing and sale of PMIDA and glyphosate
segment and refined MTBE and petroleum products recorded no revenue during FY2017 to FY2019.
The remaining revenue of the Group for period FY2017 to FY2019 were generated from its trading
activities (which is under “other segment”).

The decrease in revenue for FY2019 from AA and AE was mainly attributable to lower volume of
products sold in FY2019 (77,000 tonnes) as compared to FY2018 (178,000 tonnes), mainly due to
“stop of supply” order implemented against Taixing Jurong Chemical Co., Ltd. by Taixing Sunke
Chemicals Co., Ltd. (“Taixing Sunke”) resulting in Taixing Sunke stopping the supply of AA and AE
to the Group.

The Group’s gross profit declined significantly from approximately RMB162.2 million in FY2017, to
approximately RMB33.3 million and RMB5.8 million in FY2018 and FY2019 respectively. The
corresponding gross profit margin reduced substantially from approximately 7.2% in FY2017 to
approximately 2.1% and 0.6% in FY2018 and FY2019 respectively. This is mainly due to the
increasing contribution from the Group’s trading activities which commanded lower gross profit margin.

The Group reported other operating income of approximately RMB389.4 million in FY2019, which
comprised mainly, inter alia, gain on disposal of the Group’s 45% equity interest in Taixing Sunke, to
Arkema of approximately RMB321.4 million and reversal of contingent liability for bank guarantee
provided to Bank of China Co., Ltd. (Xiangshui County Branch) in respect of a loan agreement
between BOC and Jiangsu Dahe Lvjian Chemical Co., Ltd. (“Dahe”) in 2018 upon Dahe’s loan
settlement subsequent to 2018 of approximately RMB42.5 million. Other operating income amount to
approximately RMB43.8 million in FY2018 and S$13.8 million in FY2017.

The Group’s total operating expenses (comprising distribution expenses, administrative expenses and
other operating expenses) amounted to approximately RMB156.6 million, RMB689.8 million and
RMB275.5 million in FY2017, FY2018 and FY2019 respectively.

The Group’s total operating expenses in FY2019 comprised distribution expenses of approximately
RMB4.8 million, administrative expenses of approximately RMB93.3 million, and other operating
expenses of approximately RMB177.4 million. The other operating expenses in FY2019 was mainly
attributable to impairment loss on trade receivables of approximately RMB19.2 million, and share of
operating expenses of Taixing Sunke of approximately RM143.6 million.

The Group’s total operating expenses in FY2018 comprised distribution expenses of approximately
RMB37.1 million, administrative expenses of approximately RMB142.7 million, and other operating
expenses of approximately RMB510.0 million. The high other operating expenses in FY2018 was
mainly attributable to impairment loss of property, plant and equipment of approximately RMB199.0
million, impairment loss on value-added tax recoverable of approximately RMB84.0 million, and share
of operating expenses of Taixing Sunke of approximately RMB89.5 million.
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The Group’s total expenses in FY2017 comprised distribution expenses of approximately RMB40.2
million, administrative expenses of approximately RMB103.1 million, and other operating expenses of
approximately RMB13.3 million.

The Group’s finance costs amounted to approximately RMB73.4 million, RMB73.1 million and
RMB48.8 million for FY2017, FY2018 and FY2019 respectively. The Group also reported profit from
discontinued operations (net of tax) of approximately RMB32.2 million, RMB13.0 million and RMB20.8
million for FY2017, FY2018 and FY2019 respectively.

The Group recorded loss after tax attributable to the owners of the Company of approximately
RMB20.3 million and RMB630.7 million for FY2017 and FY2018 respectively but recorded profit after
tax attributable to owners of the Company of approximately RMB93.4 million for FY2019.

Shareholders should note that in the event, inter alia, the gain on disposal of 45% equity interest in
Taixing Sunke of approximately RMB321.4 million and reversal of contingent liability of approximately
RMB42.5 million are excluded as they are non-trade and non-recurring in nature, the Group would
have been in the loss-making position in FY2019.

(i)  Assets and liabilities

As at 31 December 2019, the Group’s total assets of approximately RMB1.8 billion comprised non-
current assets of approximately RMB358.6 million and current assets of approximately RMB1.4 billion.
The Group’s non-current assets as at 31 December 2019 comprised property, plant and equipment of
approximately RMB131.4 million, right-of-use assets of approximately RMB207.4 million, freehold
land/land use rights of approximately RMB12.6 million and intangible asset of approximately RMB7.2
million.

The Group’s current assets as at 31 December 2019 comprised cash and cash equivalents of
approximately RMB789.2 million, trade and other receivables of approximately RMB596.7 million, and
inventories of approximately RMB24.0 million.

The Group’s total liabilities as at 31 December 2019 amounted to approximately RMB1.5 billion and
comprised non-current liabilities of approximately RMB8.2 million and current liabilities of
approximately RMB1.4 billion. The Group’s non-current liabilities as at 31 December 2019 comprised
non-current portion of lease liabilities of approximately RMBO0.7 million and deferred tax liabilities of
approximately RMB7.5 million.

The Group’s current liabilities as at 31 December 2019 comprised trade and other payables of
approximately RMB997.1 million, current portion of borrowings of approximately RMB397.4 million,
provision for restoration costs of approximately RMB45.6 million, current income tax payable of
approximately RMB1.3 million, and current portion of lease liabilities of approximately RMBO0.5 million.

(i) Net current liabilities

The Group recorded negative net working capital or net current liabilities during the period reviewed,
and the Group’s net current liabilities position deteriorated from approximately RMB256.2 million as at
31 December 2017 to approximately RMB544.9 million as at 31 December 2018, and improved to
approximately RMB32.0 million as at 31 December 2019.

The improvement in the Group’s net current liabilities position in FY2019 (as compared to FY2018)
was mainly due to an increase in current assets by approximately RMB410.9 million (arising from
increased cash and cash equivalents of approximately RMB560.3 million which was offset by the
decrease in trade and other receivables of approximately RMB155.0 million) and the decrease in
current liabilities by approximately RMB102.1 million (arising from the absence of provision for
contingent liability of approximately RMB42.5 million, and decrease in trade and other payables of
approximately RMB61.3 million).
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(iv)  Gearing

The Group’s total borrowings (comprising secured bank loans, notes payable, and lease liabilities)
have decreased from approximately RMB1.2 billion as at 31 December 2017 to approximately
RMB645.8 million as at 31 December 2018. Subsequently, the Group’s total borrowings increased to
approximately RMB907.5 million as at 31 December 2019. Loans from banks as of 31 December
2019 of approximately RMB397.4 million are secured by (a) property, plant and equipment of the
subsidiaries; (b) right-of-use assets (land use rights); (c) trade and other receivables; (d) pledged
fixed deposits; and (e) guarantee provided by the related parties, a Director and a Shareholder. In
addition, the notes payables of approximately RMB508.8 million are secured on the fixed deposits of
approximately RMB165.5 million of the Group.

The Directors confirmed that to the best of their knowledge, as at the Latest Practicable Date and
save for matters disclosed in the Circular, this Letter, the audited FS2019 for the Group as well as the
Company’s announcements released on the SGXNET, there have been no instances of breach of
financial covenants in relation to the Group’s borrowings during the period reviewed, being FY2017 to
FY2019.

We note that the shareholders’ equity of the Group decreased significantly from approximately
RMB983.3 million as at 31 December 2017 to approximately RMB353.4 million as at 31 December
2018 due to the losses incurred during FY2018. Shareholders’ equity of the Group subsequently
increased to RMB442.4 million as at 31 December 2019 due to the profit generated for FY2019.

Accordingly, the Group’s gearing ratio increased from approximately 1.2 times as at 31 December
2017, to 1.8 times and 2.1 times as at 31 December 2018 and 31 December 2019 respectively.

(v)  Cashflow statement

We note from the Group’s consolidated statements of cash flow that the Group’s operating activities
have generated positive net cash flow for FY2017 and FY2018 of approximately RMB524.3 million
and RMB376.4 million from its operating activities respectively. However, for FY2019, the Group
recorded net cash flow used in operating activities of approximately RMB271.4 million.

Further, we note that during the period reviewed, the Group recorded net cash flow used in financing
activities of approximately RMB414.3 million, RMB491.3 million and RMB607.9 million for FY2017,
FY2018 and FY2019 respectively. This was generally due to net repayment of bank borrowings,
interest payments, lease liabilities and increase in pledged fixed deposits as well as increase in
restricted cash from disposal of Taixing Sunke.

The Group’s recorded net cash flow used in investing activities of approximately RMB146.5 million
and RMB32.4 million for FY2017 and FY2018 respectively mainly due to purchase of property, plant
and equipment. Subsequently, the Group’s investing activities recorded positive net cash flow of
approximately RMB878.4 million mainly due to proceeds from the disposal of Taixing Sunke.

Cash and cash equivalents stood at approximately RMB278.2 million, RMB228.9 million and
RMB789.2 million as of 31 December 2017, 31 December 2018 and 31 December 2019 respectively.
The substantial increase in cash and cash equivalents during FY2019 of approximately RMB560.3
million is mainly due to receipt of proceeds from the disposal of 45% stake in Taixing Sunke which
was fully deposited into the escrow accounts by 26 September 2019 (as announced on 27 September
2019). It is noted that cash and cash equivalents as at 31 December 2019 comprised cash and bank
balances of approximately RMB7.8 million; fixed deposits — pledged of approximately RMB404.0
million (to secure bank borrowings and notes payable); and restricted bank balances /escrow
accounts for the proceeds from the disposal of 45% equity interest in Taixing Sunke of approximately
RMB377.4 million.

(vi) The Directors further confirmed that, to the best of their knowledge, as at the Latest
Practicable Date and save for matters disclosed in the Circular, this Letter, the audited
financial statements for the Group for FY2019 as well as the announcements released on the
SGX-NET, there has been no material changes to the Group’s assets and liabilities, financial
position, condition and performance as at the Latest Practicable Date.
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(vii)  Disclaimer of opinion

We note that the Independent Auditor's report dated 9 December 2020 (“Independent Auditor’s
Report 2019”) on the Group’s and Company’s FS2019 contained a disclaimer of opinion (“Disclaimer
of Opinion”). The bases for the Disclaimer of Opinion are, inter alia: -

° Discrepancies surrounding the veracity of the YFC Agreements.

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

Provision for restoration and accrued severance compensation.

Impairment of assets of JJC and JJP.

Impairment of assets of Taixing Jurong Chemical Co., Ltd.

Impairment assessment of freehold land at Link Way Louisiana LLC.

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

° Amount owed by a related party, Jiangsu Yinyan Specialty Chemical Co., Ltd.

° Going concern.

We recommend that Independent Directors advise Shareholders to read the Independent Auditor’s
Report 2019 carefully and its entirety.

8.2. ANALYSIS OF THE GROUP’S NAV AND NTA

The NAV based approach of valuing a company or group is based on the aggregate value of all the
assets of the company in their existing condition, after deducting the sum of all liabilities and
minorities’ interests of the company or group. The NAV based approach is meaningful as it shows the
extent to which the value of each share is backed by both tangible and intangible assets and would be
relevant in the event that the company or group decides to realise or convert the use of all or most of
its assets. The NAV based approach in valuing a company may provide an estimate of the value of a
company or group assuming the hypothetical sale of all its assets (including any intangible assets
including but not limited to land use rights, goodwill, trademarks and brand names) in an orderly
manner or over a reasonable period of time and at the aggregate value of the assets used in the
computation of the NAV, the proceeds of which are used to settle the liabilities, minority interest and
obligation of the company or group with the balance to be distributed to its shareholders. However,
the NAV approach does not take into account the hypothetical sale of assets in a non-orderly manner
or over a short period of time. In addition, it does not illustrate the values at which assets may actually
be realized or disposed of.

The NTA based approach of valuing a company or group is based on the aggregate value of all the
assets of the company in their existing condition, after deducting the sum of all liabilities, minority
interest and intangible assets of the company or group. The NTA based approach is meaningful as it
shows the extent to which the value of each share is backed by tangible assets and would be relevant
in the event that the company or group decides to realise or convert the use of all or most of its assets.
The NTA based approach in valuing a company may provide an estimate of the value of a company
or group assuming the hypothetical sale of all its assets (other than intangible assets including but not
limited to land use rights, goodwill, trademarks and brand names) in an orderly manner over a
reasonable period at the aggregate value of the assets used in the computation of the NTA, the
proceeds of which are used to settle the liabilities, minority interest and obligation of the company or
group, with the balance to be distributed to its shareholders. However, the NTA based approach does
not take into account or consideration the presence of any intangible assets including but not limited
to (where applicable) land use rights, goodwill, trademarks and brand names nor does it take into
account the hypothetical sale of assets in a non-orderly manner or over a short period of time. It does
not illustrate the values of which assets may actually be realized or disposed of.

NAV and NTA of the Group

In assessing the Offer Price of $S$0.028 for each Offer Share, in relation to the NAV and NTA per
Share of the Group as at 31 December 2019, we have reviewed the audited statement of financial

A-16



APPENDIX A — LETTER FROM THE IFA TO THE INDEPENDENT DIRECTORS

position of the Group as 31 December 2019 to determine whether there are any assets that are of an
intangible nature and as such would not appear in a valuation based on the NTA approach, but would
be included in the NAV approach. Save as disclosed in the audited balance sheet of the Group as at
31 December 2019 as well as the Circular, the Directors have confirmed, that as at the Latest
Practicable Date, to the best of their knowledge and based on disclosures made available to them,
there are no other intangible assets or tangible assets which ought to be disclosed in such audited
statement of financial position as at 31 December 2019 in accordance with Singapore Financial
Reporting Standards International and which have not been so disclosed and where such intangible
or tangible assets would have had a material impact on the overall financial position of the Group as
at the Latest Practicable Date.

The Directors have also confirmed that as at the Latest Practicable Date, there were no material
contingent liabilities, bad or doubtful debts or unrecorded earnings or expenses or assets or liabilities
which could have a material impact on the NAV or NTA of the Group as at 31 December 2019, save
as disclosed in the audited financial statements of the Group as at 31 December 2019 and the
Circular. In addition, the Directors are of the opinion that save as disclosed in the Circular, the values
of the assets (other than those for which valuation has been conducted, where applicable), and
liabilities as well as financial performance or condition of the Group as disclosed and reflected in the
audited financial statements of the Group as at 31 December 2019 are true and fair, and made after
due care and reasonable enquiry. Lastly, the Directors confirmed that, to the best of their knowledge
or belief, such information is true, complete and accurate in all respects and that there is no other
information or fact, the omission of which would render those statements or information, including our
references, as well as analysis of such information to be untrue, inaccurate or incomplete or
misleading in any respect.
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Consolidated audited statements of financial position as at 31 December 2019 RMB’000
Non-current assets
Property, plant and equipment (“PPE”) 131,431
Right-of-use assets (‘ROU”) 207,419
Intangible assets 7,178
Freehold land/Land use rights (‘LUR”) ¥ 12,577
358,605
Current assets
Inventories 24,058
Trade and other receivables 596,748
Cash and cash equivalents (“Cash”) 789,169
1,409,975
Non-current liabilities
Lease liabilities 705
Deferred tax liabilities 7,500
8,205
Current liabilities
Borrowings 397,431
Trade and other payables 997,120
Provision for restoration costs 45,573
Lease liabilities 486
Income tax payable 1,336
1,441,946
NAYV including non-controlling interest as at 31 December 2019 318,429
Less: Non-controlling interests (124,020)
NAV attributable to equity holders of the Company as at 31 December 2019 442,449
Less: Intangible assets (7,178)
NTA as at 31 December 2019 435,271
(2)(3)
NAV per Share as at 31 December 2019 (S$) o) 0.1697
NTA per Share as at 31 December 2019 (S$) 0.1669
Offer Price (S$) 0.0280
Discount of Offer Price from the Group’s NAV and/or NTA per Share as at 31
December 2019 (%) (83.5)
Discount of Offer Price from the Group’s NAV and/or NTA per Share as at 31
December 2019 (%) (83.2)
Notes:
(1) The figures above are based on the Group’s audited FS019 and are subject to rounding.
(2) Based on the Company’s issued Share capital comprising 532,000,641 Shares (excluding treasury Shares). The
Company holds 1,650,000 treasury Shares as at the Latest Practicable Date.
(3) Based on the exchange rate as at the Latest Practicable Date, being S$1:RMB4.9020.
(4) We note from Note 12 to the Group’s audited FS2019 that as at 31 December 2018, the carrying amounts of the land

use rights and freehold land were RMB32,528,000 and RMB12,372,000 respectively totalling RMB 44,900,000. On
adoption of SFRS(I) 16, land use rights of RMB32,528,000 were reclassified to right-of-use assets on 1 January 2019
(FS2019 Note 2(b)). As at 31 December 2019, land use rights relate solely to the freehold land of the Group. No
deduction is made for the purposes of the NTA computation above for LUR and right-of-use assets.

From the table above, we note that the Group’s NAV and NTA attributable to owners of the Company
as at 31 December 2019 amounted to approximately RMB442.4 million and RMB435.3 million
respectively (or approximately S$0.170 for NAV per Share and S$0.167 for NTA per Share).
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Accordingly, the Offer Price represents substantial discounts of approximately 83.5% and 83.2% from
the Group’s NAV and NTA per Share as at 31 December 2019.

No dividends were declared for FY2019.
We note from the audited financial statements for FY2019, that the Group had:
(i) approximately RMB 789.2 million in Cash; and

(i) an aggregate of bank borrowings, lease liabilities and notes payable of approximately
RMB907.5 million.

For the aggregate Cash of approximately RMB789.2 million as at 31 December 2019 we note that:

(i) Approximately RMB404.0 million are pledged fixed deposits which as described in FS2019,
represent deposits pledged to banks to secure bank borrowings (Note 21) and notes payables
of approximately RMB508.8 million (Note 22). We note from Note 16 that “The pledged
deposits will be released upon the settlement of relevant bank borrowings and the expiry of
relevant bank guarantees. At the end of the reporting period, the bank balances of RMB Nil
(2018 - RMB 16,424,000) were frozen and subject to the Taixing Sunke arbitration proceeding
(Note 13(c)). The arbitration and injunction to freeze the assets of Taixing Jurong have been
withdrawn as of the date of the previous year’s financial statements”.

(i)  Approximately RMB377.4 million which relates (as described in Note 16 in FS2019) to
“Restricted bank balances comprise of net proceeds from disposal of Taixing Sunke of RMB
377,078,000 and interest income of RMB 298,000 as at that date (Note 13 (c))”. The Directors
have confirmed that as at the Latest Practicable Date, these amounts have been placed into
two escrow accounts (“Escrow Accounts”) and the restricted bank balances refers to two bank
Escrow Accounts designated to receive proceeds from the disposal of Taixing Sunke. All
withdrawals from the bank accounts are subjected to certain conditions and approval by the
SGX-ST (Note 13(c) of the FS2019). All withdrawals from any of the Escrow Accounts must be,
inter alia, reviewed by the Company’s internal auditor and external auditor, for its basis and
veracity, and that the auditors must confirm that they are satisfied that the withdrawals will be
disbursed to the right party for proper and legitimate usage of the Company or any of its
subsidiaries. In addition, we note as announced on 27 September 2019, in connection with the
Escrow Agreement (as defined therein in the announcement) and the Escrow Accounts, at the
request of SGX-ST, Mr Koh Poh Beng and Mr Lua Poh Huat issued a letter dated 5 September
2019 to the SGX-ST (the “Undertaking Letter to SGX-ST”), under which each of Mr Koh Poh
Beng and Mr Lua Poh Huat have undertaken, inter alia, to and for the benefit of SGX-ST that
any actions taken by him in relation to the Escrow Accounts are in accordance with the Notice
of Compliance and he shall adhere to SGXST’s instructions in connection therewith, provided
always that such directions and/or instructions by SGX-ST shall be in compliance with any
applicable laws and regulations.

(i)  The balance, being approximately RMB7.8 million are in cash and cash equivalents.
Notwithstanding that the majority of the Cash are pledged or restricted, we note that the Offer Price is
less than Cash per Share of approximately $$0.30. Excluding the amount of Cash which are pledged
fixed deposits, the Group’s Cash would be approximately RMB385.2 million or approximately S$0.15
per Share and this is higher than the Offer Price.

Other material developments

Independent Directors are advised to review the above in conjunction with the following:

(i) Trading for the Shares has been suspended since 14 January 2019, arising from the issues
identified in the Company’s announcement dated 10 January 2019 relating to two of the
Company’s wholly owned subsidiaries, Yixing Yinyan Import & Export Co., Ltd and Jiangsu
Jurong Chemical Co., Ltd, having received letters of demand amounting to an aggregate
principal amount of approximately RMB222.5 million plus interest in respect of unauthorised
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(ii)

(iif)

significant guarantees purportedly extended by the aforesaid subsidiaries (each of the
aforesaid guarantees shall be referred to as "YFC Corporate Guarantee" or "BOC Corporate
Guarantee", and collectively "Corporate Guarantees") for loans made by Yixing City Futao
Rural Micro Credit Co., Ltd (“Yixing Futao Credit”) and Bank of China Co., Ltd., Xiangshui
County Sub-branch (“Bank of China”) to Jiangsu Donglai Real Estate Development Co., Ltd
and Jiangsu Dahe Lvjian Chemical Co., Ltd respectively.

Notwithstanding that the Company has on 5 March 2020 announced that the Company has
reversed in full the provision of the contingent liabilities in connection with the YFC Corporate
Guarantee from, inter alia, the financial statements of the Group as at 31 December 2018
following the completion of the special audit (“Special Audit’) by the professional firm
mentioned in announcements. The Company’s Independent Auditor, had issued a Disclaimer of
Opinion in their report dated 9 December 2020 on the FS2019 on the basis of, among other
matters described in the Disclaimer of Opinion, the Corporate Guarantees. Further, the
Directors also confirmed that during the FY2019, the Company has reversed in full the
provision of the BOC Contingent liabilities of RMB 42.5 million to the consolidated profit or loss
for the year then ended (FS2019 Note 5(b)). The reversal was made as the PRC management
has advised the Board that the BOC Corporate Guarantee was settled by a third party.

We understand that in the event the Company is unable to resolve, inter alia, these issues to
the satisfaction of the SGX-ST, the Company’s Shares may remain suspended. As at the
Latest Practicable Date, the Company’s Shares remain suspended.

Subsequent to 31 December 2019, the Company announced, inter alia, on 29 September 2020
on termination of the proposed disposal by the Company’s wholly owned subsidiary, Jiangsu
Jurong Chemical Co., Ltd (“JJC”) and the Company’s associated company, SunVic Asia Pacific
Investments Holdings Pte. Ltd. (“SVAP”, and together with JJC, the “Vendors”) to Shenzhen
Qianhai Gatsway Petrochemical Co., Ltd (the “Purchaser’) of the entire equity interest in
Jiangsu Jurong Petrochemical Co., Ltd (“JJP”), held by the Vendors collectively (the “JJP
Disposal’), pursuant to a framework agreement between the Vendors, the Purchaser and JJP
dated 4 July 2016 (the “Framework Agreement”).

As per the said announcement, pursuant to the Framework Agreement, JJC had previously
received the amount of RMB50.0 million from the Purchaser in full by 15 November 2017 being
the first tranche payment of the sale consideration for the JJP Disposal (the “First Tranche
Consideration”). In respect of the First Tranche Consideration: (a) JJC shall refund the amount
of RMB44.0 million to the Purchaser (the “Reduced First Tranche Consideration”); and (b)
JJC shall retain absolutely the remaining amount of RMB6.0 million.

In addition, the above analysis is necessarily limited and subject to, inter alia, the Disclaimer of
Opinion issued by the Independent Auditor for financial statements for FY2019, and the
Independent Auditor statements therein, inter alia, that they were unable to conclude whether
the use of the going concern assumption, which has been adopted in the preparation of the
accompanying financial statements, is appropriate.

Shareholders are advised to read FS2019 carefully and the matters stated in the Disclaimer of
Opinion on, inter alia: -

° Discrepancies surrounding the veracity of the YFC Agreements.

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

Provision for restoration and accrued severance compensation.

Impairment of assets of JUC and JJP.

Impairment of assets of Taixing Jurong Chemical Co., Ltd.

Impairment assessment of freehold land at Link Way Louisiana LLC.

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

Amount owed by a related party, Jiangsu Yinyan Specialty Chemical Co., Ltd.

° Going concern.
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Shareholders should note that the above NAV and NTA analysis are based on the FS2019,
which Directors have confirmed are prepared on a going concern assumption. In the event that
the going concern assumption is not appropriate, adjustments and/or reclassifications may
have to be made to the amounts recorded for assets and liabilities. Accordingly, after such
adjustments and/or reclassifications (where applicable) the values for, inter alia, the Group’s
NTA and/or NAV per Share as stated above may differ. Thus, our analysis is necessarily limited.

(iv)  There are significant uncertainties with regards to the Group’s state of affairs, inter alia, the
ability of the Group to continue as a going concern, matters as described in the Disclaimer of
Opinion, and the SGX RegCo (defined later) notice of compliance dated 13 February 2019 in
relation to the letters of demand received by the Company’s wholly owned subsidiaries, and the
circumstances and announcements made by the Company as well as the outstanding
regulatory requirements for, inter alia, “ratification” of past interested persons transactions,
findings, recommendations and implementations (if any) of the Special Audit.

In addition, we note from FS2019 that there were various related party transactions. We note
as stated therein that the Company has appointed the relevant professional advisers to assist
in compliance. The Company has not convened the extraordinary general meeting for the
purpose of, inter alia, the ratification of past interested person transactions as at the date of
FS2019 and the Latest Practicable Date. There are uncertainties related to the outcome of this
convening of the extraordinary general meeting or the non-compliance of the SGX-ST’s listing
rules.

(v)  The Company has approximately RMB789.2 million of Cash of which approximately RMB781.4
million is pledged or restricted cash, and purely as an illustration and notwithstanding that the
majority of the Cash are pledged or restricted, we note that the Offer Price is less than Cash
per Share as at 31 December 2019.

(vi) The Special Audit, and the lack of veracity of the YFC Corporate Guarantee and BOC
Corporate Guarantee, and the lack of adequate controls over the extension of corporate
guarantees.

In addition, as set out in Section 8 of the Offer Document, the Offeror has no current intention to (a)
make material changes to the existing business of the Group, (b) re-deploy the Group's fixed assets,
or (c) discontinue the employment of the employees of the Group, other than in the ordinary course of
business. The Offeror, however, retains the flexibility at any time to consider options or opportunities
which may present themselves.

As discussed with the Directors a valuation of the non-current assets of the Group may not be a
significant factor in the in the assessment of the Offer and evaluation of whether, inter alia, on a
P/NAV basis, the Offer is favourable or fair.

Whilst no valuation was conducted, as discussed with the Directors, in the event that the aggregate
amounts for the PPE and ROU of the Group of approximately RMB338.9 million, is deducted from the
NAV of the Group, the NAV of the Group (after deduction of the amounts recorded for PPE and ROU)
will be approximately RMB103.6 million (or approximately S$ 0.040 on per Share basis) as at 31
December 2019, and the Offer Price represents a discount of approximately 29.5% from the Group’s
NAV (after deduction of the amounts recorded for PPE and ROU) per Share. This would be the “worst
case scenario” for the outcome of any valuation as no value would be ascribed to the PPE and ROU
of the Group.

The valuation of the Group, in terms of P/NAV as implied by the Offer Price and the NAV (after
deduction of the amounts recorded for PPE and ROU) per Share is approximately 0.7 times. Similarly,
the valuation of the Group, in terms of P/NTA as implied by the Offer Price and the NTA (after
deduction of the amounts recorded for PPE and ROU) per Share is approximately 0.8 times.

Conversely if the aggregate values for the PPE and ROU is higher than its aggregate book values,
the corresponding P/NAV ratio would be even lower than its current ratio of 0.2 times.
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We note that the valuation of the Group in terms of P/NAV and P/NTA (after deduction of the amounts
recorded for PPE and ROU), is lower than both the simple average and the median for the Selected
Comparable Companies (as described in later sections of this Letter). Furthermore, in terms of P/NAV
(after deduction of the amounts recorded for PPE and ROU), the valuation of the Group is lower than
both the simple average and the median for the Selected Successful Privatisations and Selected
Successful Delistings (as described in later sections of this Letter).

Thus, as discussed with the Directors, a valuation of the PPE and ROU may not be a significant factor
in the in the assessment of the Offer and in the evaluation of whether on a P/NAV or P/NTA basis, the
Offer is favourable or fair. In summary we note that the valuation of the Group as implied by the Offer
Price in terms of P/NAV and P/NTA is not favourable or not fair.

The above computations and analysis are meant as an illustration and it does not necessary mean or
imply that the net realisable value of the Group is as stated above. It also does not imply that the
assets or properties of the Group can be disposed of at the estimated values indicated above and that
after payment of all liabilities and obligations, the values or amounts as indicated is realisable or
distributable to Shareholders. It should be noted that the NTA basis of valuation provides an estimate
of the value of a hypothetical sale of all its tangible assets over a reasonable period of time and is
only relevant in the event that the Group decides to change the nature of its business or to release or
convert the uses of all its assets. The NTA basis of valuation, however, does not necessarily reflect
the value of the Group as a going concern nor can it capture or illustrate any value for the Group’s
goodwill or branding. In addition, it does not illustrate the values at which the assets may actually be
realized or disposed.
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8.3. RELATIVE VALUATION ANALYSIS

In evaluating the Offer Price, we have considered the financial performance, financial positions and
valuation statistics of selected comparable companies (the “Selected Comparable Companies”) that
may, in our view, be broadly comparable to the core businesses of the Group which are principally
engaged in the manufacturing and sale of chemicals.

The Selected Comparable Companies have been identified after a search was carried out on the
SGX-ST and evaluation of the companies operating in the same industry as the Group. We have had
discussions with the Directors and Management about the suitability and reasonableness of these
Selected Comparable Companies acting as a basis for comparison with the core businesses of the
Group.

Relevant information has been extracted from the annual reports and/or public announcements of the
Selected Comparable Companies. Notwithstanding our use of these companies for peer analysis, the
Selected Comparable Companies may or may not have similar business or operations or similar
assets or geographical markets as the Group, and their accounting policies with respect to the values
for which the assets or the revenue or cost are recorded or the relevant financial period compared
may differ from the Group. In addition, the liquidity of the shares of the Selected Comparable
Companies may differ from that of the Shares; and trading for shares may be caused by any actual
perceived or fundamentally determined risk premiums including the particular circumstances (inter
alia, operational, business, and compliance with rules, regulations and laws) of the Selected
Comparable Companies as well as the Company during the relevant time when the offers were made.

We advise Independent Directors to note that there may not be any company listed on any relevant
stock exchange that is directly comparable to the Group in terms of size, diversity of business
activities and products/services, branding, geographical spread, track record, prospects, end-
customers, supply and/or value chain, core competence, resources, revenue drivers and models,
operating and financial leverage, risk profile, quality of earnings and accounting, listing status and
such other relevant criteria. We wish to highlight that it may be difficult to place reliance on the
comparison of valuation statistics for the Selected Comparable Companies as the markets and
businesses of the Selected Comparable Companies, its capital structures, growth rates, operating
and financial leverage, taxation and accounting policies as well as the liquidity of these shares and
the demand/supply conditions for these shares and that of the Group may differ. As such, any
comparison made herein is necessarily limited and serves only as an illustrative guide and any
conclusion drawn from the comparison may not necessarily reflect the perceived or implied market
valuation (as the case may be) of the Group as at the Latest Practicable Date. It should be noted that
trading for the Shares has been suspended since 14 January 2019.

We also wish to highlight that the NAV or NTA based approach for valuing a company is dependent
on factors that may differ for each of the Selected Comparable Companies including, inter alia, factors
such as accounting or depreciation policies. As such, the comparison of the consolidated NAV or NTA
of the Group with those of the Selected Comparable Companies is necessarily limited and such
comparison is made for illustrative purposes only. In addition, as all the ratios and tools used
invariably uses the price of the shares, they may or may not take into account any relative or
perceived or actual risk premium or demand and supply conditions for those shares which may or
may not have been fundamentally justified. In addition, as these are tools or ratios that are based on
historical financial performance or position, they may or may not reflect the anticipated financial
performance and the mix of it activities or the relative contributions in terms of assets, financial
performance may differ.

Independent Directors should note that the prices at which shares trade include factors other than
historical financial performance, and some of these, inter alia, include prospects real or perceived of
financial performance or historical share price performance or demand and supply conditions of the
shares as well as the relative liquidity and the market capitalisation or the relative sentiments of the
market for the shares.
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Selected Comparable
Companies

Principal Activities

Megachem Limited (“Megachem”)

Listed on SGX-ST

The company is a specialty chemical solutions provider,
offering integrated services including manufacturing of
proprietary chemicals, contract manufacturing tailored to
customers’ needs as well as international distribution of
specialty chemicals.

Chemical Industries (Far East)
Limited
(“Chemical Industries”)

Listed on SGX-ST

The company is principally engaged in manufacture and sale of
chemicals.

Jiutian Chemical Group Limited
(“Jiutian Chemical”)

The company is engaged in the manufacture and production of
methanol, dimethylformamide and methylamine. The Group is

Listed on SGX-ST

also engaged in the processing and sale of consumable carbon
dioxide and oxygen.

Source: Bloomberg, SGX-ST and the respective company’s website.

The following tabulates the salient ratios for comparative financial performance and position for the
Selected Comparable Companies: -

Total Total
LTM Net liabilities”’/  borrowings®/

Selected profit LTM Asset shareholder  shareholder
Comparable LTM ROE margin turnover equity(s) equity(s)
Companies® (%)" (%)™ (times)® (times) (times)
Megachem 9.0 4.2 1.3 0.7 0.4
Chemical Industries 4.3 8.5 0.4 0.2 0.05
Jiutian Chemical n.m."” n.m."” 0.7 2.4 1.1
MAXIMUM 9.0 8.5 1.3 24 11
MINIMUM 4.3 4.2 0.4 0.2 0.05
MEDIAN 6.7 6.4 0.7 0.7 0.4
SIMPLE AVERAGE 6.7 6.4 0.8 1.1 0.5
The Group 211 9.9 0.5 3.3 21

Source: The latest annual reports and the announced unaudited financial statements of the respective companies.

Notes:

(1) The last twelve months (“LTM”) return on equity (‘ROE”) is based on the ratio of the most recent twelve months
consolidated net profits after tax attributable to the equity holders of the company to the consolidated equity holders’
funds excluding non-controlling interest of the respective companies. For the Group the LTM refers to the most recent
twelve months ended 31 December 2019.

(2) LTM net profit margin is the ratio of the most recent twelve months consolidated net profits after tax attributable to
shareholders to the most recent twelve months total consolidated revenue of the respective companies.

(3) LTM asset turnover is the ratio of the most recent twelve months total consolidated revenue to the total consolidated
assets of the respective companies.

(4) Total liabilities include, inter alia, all the liabilities of the respective companies but exclude contingent liabilities, if any.

(5) Shareholders’ equity is the consolidated shareholders’ funds excluding minority interest of the respective companies.

(6) Total borrowings include, inter alia, all bank loans and borrowings, notes payable as well as hire purchase obligations
and interest bearing debts, where applicable.

(7) Jiutian Chemical incurred a loss after tax attributable to owners of the company for the LTM ended 30 September

2020. Hence, its LTM ROE and LTM net profit margin ratios are negative and not meaningful.
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(8) Figures and computation presented in this section are subjected to rounding.
For illustrative purposes only, we note the following: -

(i) The Group recorded a LTM ROE of approximately 21.1% and LTM net profit margin of
approximately 9.9%. Both the Group’s LTM ROE and LTM net profit margin are higher than
any of the Selected Comparable Companies.

(ii) The Group’s LTM asset turnover ratio was approximately 0.5 time, which is within the range,
but lower than the simple average and median of the Selected Comparable Companies.

(iii) The Group’s ratio of total liabilities to shareholders’ equity as at 31 December 2019, was
approximately 3.3 times, and is higher than any of the Selected Comparable Companies.
Likewise, the Group’s ratio of total borrowings to shareholders’ equity of approximately 2.1
times, is higher than any of the Selected Comparable Companies.

In summary, the historical financial performance of the Group (in terms of LTM ROE and LTM net
profit margin) appears to be generally more favourable than any of the Selected Comparable
Companies in terms of its LTM ROE and LTM net profit margin, whilst the financial positions of the
Group appears to be weaker than any of the Selected Comparable Companies in terms of its ratio of
total liabilities to shareholders’ equity, and the ratio of total borrowings to shareholders’ equity.

This should be viewed in the context that for FY2019, the profit after tax registered by the Group
attributable to owners of the Company of approximately RMB93.4 million was attributable to: the
reversal of contingent liabilities of approximately RMB42.5 million; reversal of prepayment written-
down of approximately RMB5.7 million; reversal of impairment loss of PPE of approximately RMB4.6
million; and gain on disposal of Taixing Sunke of approximately RMB321.4 million. As an illustration, if
these reversals or gains on disposal (classified under other income in FS2019) are excluded from the
Group’s profit after tax, the Group would have registered a loss after tax for FY2019 (“Adjusted LTM
Loss After Tax”). Thus, based on the Adjusted LTM Loss After Tax, the Group’s LTM ROE and net
profit margin would be negative and not meaningful. We note that save for Jiutian Chemical, the other
Selected Comparable Companies registered net profits and had positive LTM ROE and LTM net profit
margin. Accordingly, the Groups’ historical financial performance in terms of LTM ROE and net profit
margin, is relatively weaker than the Selected Comparable Companies.

The following valuation statistics for the Selected Comparable Companies are based on their
respective closing prices as at the Latest Practicable Date, while those for the Group are based on
the Offer Price. All the valuation statistics of the Selected Comparable Companies are computed on a
historical basis using financial data and information obtained from their latest publicly available
unaudited financial statements or audited financial statements from their annual reports or result
announcements.

The following table tabulates the comparative valuation statistics for the Selected Comparable
Companies and the Group and should be evaluated in the context of their relative financial
performance and financial position.

Premium/
Market LTM EV/ LTM (discount)
Selected Comparable  Capitalisation  EBITDA"Y  PER®  P/NAV®  P/INTA®  over/from
Companies(e) (S$ m) (times) (times) (times) (times) NTA (%)
Megachem 43.3 6.4 9.4 0.8 0.8 (15.2)
Chemical Industries 47.8 1.4 9.1 04 0.4 (61.0)
Jiutian Chemical 138.2 n.m.* n.m.* 1.7 1.7 73.8
MAXIMUM 138.2 6.4 9.4 1.7 1.7 73.8
MINIMUM 43.3 1.4 9.1 0.4 0.4 (61.0)
MEDIAN 47.8 3.9 9.2 0.8 0.8 (15.2)
SIMPLE AVERAGE 76.5 3.9 9.2 1.0 1.0 (0.8)
The Group" 14.9 0.4% 0.8" 0.2"" 0.2"" (83.2)

Source: The latest annual reports and the announced unaudited financial statements of the respective companies.
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Notes:

(1)

2

3)

(4)

%

(6)

(7)
(8

The LTM EV/EBITDA for the Selected Comparable Companies is based on the most recent twelve months EBITDA
as reported by the respective companies. The EBITDA for Megachem is based on the most recent twelve months
period ended 30 June 2020. The EBITDA for, Chemical Industries and Jiutian Chemical are based on the most recent

twelve months period ended 30 September 2020.

The LTM PER:s for the Selected Comparable Companies are based on the most recent twelve months earnings after
tax as reported by the respective companies. The earnings after tax for Megachem is based on the most recent
twelve months period ended 30 June 2020. The earnings after tax for Chemical Industries and Jiutian Chemical are

based on the most recent twelve months period ended 30 September 2020.

The P/NAYV ratios for the Selected Comparable Companies are based on their respective NAV values as set out in
their latest available announced audited or unaudited financial statements. The NAV for Megachem is based on the
most recent twelve months period ended 30 June 2020. The NAV for Chemical Industries and Jiutian Chemical are

based on the most recent twelve months period ended 30 September 2020.

The P/NTA ratios for the Selected Comparable Companies are based on their respective NTA values as set out in
their latest available announced audited or unaudited financial statements. The NTA for Megachem is based on the
most recent twelve months period ended 30 June 2020. The NTA for Chemical Industries and Jiutian Chemical are

based on the most recent twelve months period ended 30 September 2020.

Jiutian Chemical incurred a loss after tax attributable to owners of the company and registered negative EBITDA for
the LTM ended 30 September 2020. Hence, its LTM PER and LTM EV/EBITDA ratios are negative and not

meaningful.

For the Group, the computations for LTM PER, LTM EV/EBITDA, P/NAV and P/NTA ratios are based on market
capitalisation as implied by the Offer Price for the Shares. The LTM earnings after tax, and EBITDA, of the Group is

based on the FY2019.
Based on the Group’s NAV and NTA per Share as at 31 December 2019.

Figures and computation presented in this section are subjected to rounding.

For illustrative purposes only, we note: -

(i)

(ii)

(ii

The market capitalisation of the Group as implied by the Offer Price is below the range and
lower than any of the Selected Comparable Companies. We note that the trading statistics for
companies with higher market capitalisation may be different than those with lower market
capitalisation and this may be attributable to the relative liquidity in terms of number or value of
shares traded as well as relative interest in the shares of companies with larger market
capitalisation. Hence, comparison of the valuation ratios for the Group and Selected
Comparable Companies are necessarily limited and presented herein for illustrative purpose

only.

The valuation of the Group (as implied by the Offer Price) in terms of LTM EV/EBITDA is lower
than any of the Selected Comparable Companies. This should be viewed in the context that the
EBITDA of approximately RMB156.3 million registered by the Group for FY2019 included an
aggregated amount of “other income”, which are non-recurring and non-trade in nature, of
approximately RMB368.5 million due to, inter alia, the reversal of contingent liabilities; reversal
of impairment loss of PPE; and gain on disposal of Taixing Sunke (as previously mentioned in
the above paragraphs). As an illustration, in the event that these reversals or gain on disposal
(classified under other income in FS2019) are excluded from the Group’s LTM EBITDA as they
are non-recurring and non-trade in nature, the Group would have registered a negative LTM
EBITDA (“Adjusted LTM EBITDA”). Thus, based on the Adjusted LTM EBITDA the valuation
of the Group as implied by the Offer Price, in terms of EV/EBITDA is negative and not

meaningful.

) The valuation of the Group (as implied by the Offer Price) in terms of LTM PER of
approximately 0.8 times is lower than any of the Selected Comparable Companies. As
described in the earlier paragraphs, in the event that the reversals or gain on disposal
(classified under other income in FS2019) are excluded from the Group’s profit after tax as they
are non-recurring and non-trade in nature, the Group would have registered an Adjusted LTM
Loss After Tax. Thus, based on the Adjusted LTM Loss After Tax, the valuation of the Group as

implied by the Offer Price, in terms of PER is negative and not meaningful.
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(iv)  The valuation of the Group (as implied by the Offer Price and NAV or NTA per Share as at 31
December 2019) in terms of both P/NAV and P/NTA ratios is lower than any of the Selected
Comparable Companies.

(v)  We understand from Management that Jiutian Chemical which has, inter alia, business
activities and products/services in the chemical industry and is based in the PRC, may be the
most comparable to the Company among the Selected Comparable Companies. The valuation
of the Group (as implied by the Offer Price and the Group’s NAV or NTA per Share as at 31
December 2019) in terms of both P/NAV and P/NTA ratios is significantly lower than that for
Jiutian Chemical.

(vi) Based on the Group’s NAV and NTA per Share as at 31 December 2019 and the simple
average of P/NAV and P/NTA of approximately 1.0 time for the Selected Comparable
Companies, the estimated market value of the Shares (after incorporating control premiums,
being the simple average of the median for the historical premiums for the Selected Successful
Privatisations and the Selected Successful Delistings as described in Section 8.4 of the IFA
Letter, and subject to assumptions of, inter alia, resumption of trading for the Shares and
transferability of the Shares) is between approximately S$0.225 (based on the NAV per Share)
and S$0.222 (based on the NTA per Share). The Offer Price is lower than the estimated market
values of the Shares (after incorporating control premiums and subject to assumptions of, inter
alia, resumption of trading for the Shares and transferability of the Shares) based on, inter alia,
the Group’s NAV and NTA per Share as at 31 December 2019, and the simple average of
P/NAV and P/NTA for the Selected Comparable Companies,

In summary, the valuation of the Group in terms of P/NAV and P/NTA, as implied by the Offer Price
as compared to Selected Comparable Companies appears to be unfavourable.

Independent Directors are advised to review the Offer and the comparison of the Group’s valuation
ratios with the Selected Comparable Companies in conjunction with the following facts:

(i) Notwithstanding the Group’s financial performance (in terms of LTM ROE and LTM net profit
margin) appears to be better than any of the Selected Comparable Companies), the Group has
a relatively weak financial position (in terms of total liabilities to shareholders’ equity and total
borrowings to shareholders’ equity ratios) as compared to the Selected Comparable
Companies. In addition, we note that for the LTM ended 31 December 2019, both the ROE and
net profit margin for the Group was attributable to, inter alia, various “one-off” reversal and also
gain on disposal of Taixing Sunke. Accordingly, the Groups’ financial performance based on
the Adjusted LTM Loss After Tax, in terms of the LTM ROE and net profit margin, is relatively
weaker, as compared to the other Selected Comparable Companies, save for Jiutian Chemical.

(i)  The trading statistics for the shares of the Selected Comparable Companies are based on
transactions which do not result in an acquisition of control whilst for the Offer, the Offeror, inter
alia, intends to privatise the Company and does not intend to preserve the listing status of the
Company. In the event that the trading of Shares on the SGX-ST is suspended pursuant to
Rule 724, Rule 1105 or Rule 1303(1) of the listing manual of the SGX-ST (“Listing Manual”),
the Offeror has no intention to undertake or support any action for any such trading suspension
by the SGX-ST to be lifted. In addition, the Offeror has stated it intends to exercise its rights of
compulsory acquisition if entitled. The Offeror will then proceed to delist the Company from
SGX-ST.

(i)  Other material developments as described in the Section 8.2 of this Letter entitled “ANALYSIS
OF THE GROUP’S NAV AND NTA”.

We also wish to highlight that the NAV and NTA based approach of valuing a company is dependent
on factors that may differ for each Selected Comparable Companies including, inter alia, factors such
as depreciation policies. As such, the comparison of the NAV and NTA of the Group with those of the
Selected Comparable Companies is necessarily limited and such comparison is made for illustrative
purposes only. In addition, as all the ratios and tools used invariably uses the price of the shares, they
may or may not take into account any relative or perceived or actual risk premiums or demand and
supply conditions for those shares which may or may not have been fundamentally justified. In
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addition, as these are tools or ratios that are based on historical financial performance or position,
they may or may not reflect the anticipated financial performance and the mix of its activities or the
relative contributions in terms of assets, financial performance may differ.

Independent Directors should note that the prices at which shares trade include factors other than
historical financial performance, and some of these, inter alia, include prospects real or perceived of
financial performance or historical share price performance or demand and supply conditions of the
shares as well as the relative liquidity of the shares and the market capitalisation or the relative
sentiments of the market for the shares.
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8.4. COMPARISON WITH OTHER SUCCESSFUL PRIVATISATION AND DELISTING
TRANSACTIONS

For the purpose of providing an illustrative guide as to whether the financial terms of the Offer are fair
and reasonable, we have compared the Offer with other selected similar successful transactions by
listed companies on the SGX-ST involving:

(i) privatisation by way of general offers (“Selected Successful Privatisations”); and
(i) voluntary delisting (“Selected Successful Delistings”),
which have been announced since January 2017 and which have since been completed.

In making the comparison herein, we wish to highlight that the companies selected and covered
herein are not directly comparable to the Company and may largely differ from the Company in terms
of, inter alia, size and scale of operations, type and/or composition of business activities and
specialization, asset base, geographical spread, track record, financial performance, capital structure,
operating and financial leverage, risk profile, liquidity, accounting policies, future prospects and other
relevant criteria. Likewise, they involve shares of companies which are quoted, listed and tradeable
on the stock exchange and it should be noted that trading for the Shares has been suspended since
14 January 2019. As the Company has, inter alia, more than one segment of business and
percentage of its revenue or earnings or EBITDA or assets deployed for its various business
segments may differ from the companies whose transactions are reflected in the Selected Successful
Privatisations and Selected Successful Delistings, the relative weightage as accorded by us may
differ from that as assigned by investors or Shareholders, for the valuation of each of the different
business segments. Accordingly, the analysis will be limited and purely for illustrative purpose only.

We wish to highlight that other than the criteria mentioned above, the premium or discount that an
offeror pays in any particular take-over varies in different specific circumstances depending on, inter
alia, factors such as the potential synergy the offeror can gain by acquiring the target, the prevailing
market conditions and sentiments, attractiveness and profitability of the target’s business and assets,
the possibility of a significant revaluation of the assets to be acquired, existence of intangibles and
branding or “internal goodwill or intangible assets”, the availability of substantial cash reserves, the
liquidity in the trading of the target company’s shares, the presence of competing bids for the target
company and the existing and desired level of control in the target company.

The data used in the table and the companies listed below have been compiled from publicly
available information and serves as a guide as to the valuation ratios in connection with privatisations
or delisting of companies listed on the SGX-ST without regard to their specific industry characteristics
or other considerations. Each of the offers for Selected Successful Privatisations and Selected
Successful Delistings must be judged on its own commercial and financial merits including the
particular circumstances (inter alia, operational, business, and compliance with rules, regulations and
laws) of the Selected Comparable Companies as well as the Company during the relevant time when
the offers were made. The lists of target companies involved in the Selected Successful Privatisations
and Selected Successful Delistings are by no means exhaustive and as such any comparison made
only serves as an illustration.

A-29



APPENDIX A — LETTER FROM THE IFA TO THE INDEPENDENT DIRECTORS

@0 0°€s G'06 818 z'.9 61-des-g pajiwIT ya | ues
. . . . . pajWIT
weC 9'69 199 9/¢ 6€L 61-bny-22 SBUIDIOH SWILIE} [BUONELLBIL] SIAY
€090 6,92 1992 0661 00 61-Bnv-02 "py1 sbuipjoH dnoi sd
YA L'9LL 1091 L°LG1 z'es 61-bny-g pajiWIT [ednnadew.eyd JeyS
1990 06l 98l g9l €68 (BL-INr-62 paywi] sbuipjoH Buojeg
000°C 19l 68l eyl L08 61-AeN-G| pajiwIT woolpieog
wb'b 9'Le g'Le 6'€C 8'/G 6l-AeiN-v| "PY] [eUOlBUIBIU| YOBIWBIA
@8l zle 9'0¢ ] 9./ 61-Ren-9 pajiwIT sbuipjoH Jedns 008
;760 1’82 81z 1'6 088 6l-1dy-t pajywi sbulpjoH |104 JeddoD pleogbury
90 0've 8'Ge 6'v€ 00 6l-uer-g| pajiwi eIy suno)
0L 199 199 G'Z9 609 6l-uer-, pajiWIT InojPaQ
20T zly (0R 47 6.2 00 6l-uer-y paywI 10d
SV 6Ll 6'9 L'y 0'69 81-190-62 pajwi sbuipjoH uoauAyg
7)8'€ 162 662 €9z gee (»8-des-/2 paywI LA
P co_umtoawcm._._.
—AL 6'v€ G'6€ v'ov 1'6L g8l-des-/2 g suofedluNwWwWods|a ] [adday
6080 122 062 122 29, gL-Inr-61 pajiwI saiuadold (a1odebuls) sooleauym
@0l A% L'yl 1’6 Lg% n8k-aed4-12 P11 dnoio [eJa 9977
A z'62 G'62 gl2 118 11-990-82 Py [euoneuIsiu| OO
@l b L2 Z9 Z's ev8 L1L-NON-€ pajiwI sbuipjoH Juabo)
wnl'0 g'Ge 0've 662 00 (enlh-des-12 Py sBuipjoH BuoH je |
b€ €y 00¢ 9l 1'99 /1-d9s-02 paywi sansibo Buooyd Buor] yod
w80 129 629 G629 619 onl-Bnv-01 pajiwI [euoieusdiu| saleReq do
90 282 €ve zee 78S LiL-unp-g| paywi] sbuipjoH Buibexoed e|qixs|4 eulyd
@V 0 z'8y 9'9v €6y 6'6. LL-keN-62 pajwI [edlway g dnseld uenbueyn
YA 6'Gl v'6 G'8 €9 LL-Ren-g py1 sBulpjoH ubisaq |9qoN
99} 8l v'9 6'G 1G9 (oL b-1dv-6 paywIT LMD
G0 ¥4 18l L'yl 6L L1-994-€2 pajWIT S|9joH wniwald [eqo|9
A 8'€C Ll vel 908 L1-994-, pajwi dnoig dyioed ouny
(%) (%) (%) Auedwod
juswiedunouue juswedunouue juswedunouue
0} Joud 0} Joud 0} Joud () Uonoesuely
vo_.hwa syjuow-¢ _uo_._wn yjuow-| wo_._n_ pajoesuel} Jo Jejs
10} dVMA (wouy) o) dWMA (wouy) )se (wouy) ay} je saned
@) [19A0 9o1d Jayyo  [19A0 9o1d Jayyo  [19A0 d21d Jay0 }192uU09 pue
(sewn) Jo (Junoasiq) Jo (Junoasiq) Jo (Junoasiq) 101940 3y} jo juawdsunouue
AVN/d juniwald juniwald jwuniwald mc_ﬂ_ocmgm—._w % jJo 3jeq

suoljesijeAlld |NySsadong pajoa|as

A-30



"LL0Z 8unr g je se pajwi] 1 MO 4o aieys 1od AYN panjessl ayj uo peseg  (9)

/102 [udy 6 Buleq ‘ejep juswieounouu. 4o [euoipuoa-aid uo peseg ()

‘9102 18quieoad Lg Je Sse pajiwi S|9joH wniwald [eqoj9 jo aJeys Jad AYN panjesl ayj uo psseg  (f)
‘9402 18quieoa LE Je se pajwi] dnois oljoed ouny jo aieys Jad AYN panjessl ayj uo peseg  (g)

"sejuedwod apoadsal ay) Joj aleys Jad AYN pue 9oLd Joyo 8y} uo peseq aie sonel AYN/d  (2)

APPENDIX A — LETTER FROM THE IFA TO THE INDEPENDENT DIRECTORS

JUBLINJOP U810 8Y) JO 8jep 8yj Sse (S)iepjoysieys buiyepspun sy} jo buipjoysaieys abejusaiad ay) sepnjoul i ‘ejqeaidde sieyspy (1)

:sajoN

‘suopoesUERI) 8A1308dS8l By} 0] UOHE[S] Ul SISPJOYBIBYS 0} SIBINJIIO pUB SJUBLINIOP JBHO ‘SjusLaounouue | S-X9S :924N0S

A (ve) 0°0¥ €.z 00 0Z-N"ON-0Z dnoug |
cl L'LS 9’8V oy A 4] JOVHIAV T1dNIS
60 v'ie v'og 162 €0. NVIa3In
€0 9Y 00 (s'1) 00 WNIININ
SV G192 1992 0's6l 1'96 NNWIXVIN

60 L'l9 6°09 g'6¢ L'/Z 0z-deg-9| payiwi sbulpjoH 107

o€} 8'v6 z06 G0.L €06 0z-des-z paywi dnoi9 Aisjjomar MS

80 ¥'901 €lol '8 1’8/ 0z-Bnv-0z pajwi sbulpjoH ueysir eulyd

w80 0°'s¢ L'ee 8L L'8G 0z-bny-z| Py uonelodio) [eLysnpu| Yemyos |

(ep) WU 8'0¢cl G'/8 0’00l Ly 0c-unr-0¢ paywi ABojouyos | wayy-olg noyznT

90 L'vel 2's0l 188 ¥'c8 0c-unr-gl pajwi sBulp|oH 8jejs] |eay |eluusiod

an0’l L'6¢ 8'¢c 9¢l 698 0c-unr-| pajiwi sinojo) dlweuAq

on0'L 8ty €19 0'c6 6'G. 0z-1dy-¢ P37 0D Ul X833 R 9913

(60)8'C o've L'0¢ 7’6l g'0. 0¢-984-¥¢ paywi] dnoi9 yejpealg

a0} 0'c6 ¥'66 €69 L'¥8 61-AON-¥ "P¥1 SBUIP|OH S21AI8S 8I0YSPO DIVd

1980 9'v LS ST €6e 61-190-G¢ paywiI s1esulbug pajun

00€0 00l 00 (g'1) 196 61-1°0-5¢ "P)1 sBulpjoH payun saey

(%) (%) (%) Auedwo)
juswiadunouue juswadunouue juswadunouue
o} Joud o} Jond o} Jond (1) Uonoesues}
pouad syjuow-¢  pouad yjuow-|  aoud pajoesuel) Jo Jels
10} dVMA (woay) 10} dVMA (wouy) )se (wouy) ayj je saed
@ J19A0 991id J9jj0  [19A0 doud 180  j1dA0 9o1d uayo }492uU09 pue
(sewmn) Jo (Junoosiq) Jo (Junoosiq) Jo (Junoosiq) 1013440 3y} Jo jusawiddunouue
AVN/d jwnjwald jwnjwaid jwnjwaid Buipjoyalieys o, Jo 9jeq

A-31



APPENDIX A — LETTER FROM THE IFA TO THE INDEPENDENT DIRECTORS

‘quawifed puspirip yum pajsnipe 6L0Z YaIey LE e Se pajiwi] wooipieog Jo ajeys jad AyYN pajpneun ayj uo paseg
'6L0Z YoIeyy LE e Se Py [euoneuldjul yasjsyy Jo aieys jad AN pajpneun ayj uo paseg

‘6102 YoIeyy L€ Je se paywir sbuipjoH 4edns 008 40 aieys Jed AYN pejpneun ayj uo psseg

‘8102 19quiedaq Lg je se pajwi] sbuipjoH (104 48ddo) pieoqbury] jo aieys 4ad AN panjeAsal sy} uo pasegq
‘6102 Aienuep G| je se pajwi eisy SUno) Jo aieys Jod AyN euoj-oid ay) uo paeseg

8102 41oquia)das g je se pajiwi] 1nojoa( Jo aieys Jod AN euLoj-oid panjersl 8y} uo paseg

'8L0Z 19quieds Lg e se pajwi] [Dd Jo aJeys Jod AN panjeasl ayj uo paseq

'810Z 1oquia)das g je se pajwi] sbuipjoH uosuAyo jo aieys jad AYN panjersl ay} uo paseq

'810Z Joquiajdas g Je se pajywi L Jo aJeys Jad AN panjeasl sy} uo paseg

‘9102 1equisjdes sz bulaq ‘ejep juswaounouue 1840 [euonipuod-aid uo pesegq

'8L0Z 8unp 0g je se pj7 suolepodsuel] %9 suoneauNwwoos|s [addey jo aieys Jad AYN [BOLIOJSIY 8y} Uuo paseg

‘gL0Z dunpy og je se pajwi] seipadoid (aiodebuis) xoojayp Jo aieys 1ad AYN panjeAss sy} uo peseg

8102 Yoiey LE je se py7 dnoio [ejopy 997 jo aieys sad AYN panjessl }sajel ayj uo peseqg

'810Z Areniqeo |z Buleq ‘ejep juswasunouue 1ajo [euol}ipuod-aid uo paseg

"/10Z 18qwiede Lg je se pajwi] [euoneuIsul 50 Jo aeys jad AYN panjersl ayj uo paseq

"/ 102 Jequieidas 0g je se pajwi sbuipjoH jusbo) jo aieys iod AYN panjeasl ayj uo paseq

"Sjuswale)s [ejoueuly papiodal jsajel ayj je se pi] sbuipjo Buo jey jo aieys iad AYN panjersl ay} uo paseq
/102 Jequieidas Lz Buleq ‘ejep juswsounouue [eiiul uo peseq

"/ L0Z 8unp g je se pajwi sansibo Buooy)d buol] yod jo aieys jad AYN panjersl ayj uo paseq

"/ L0Z dunp g Je se pajiwiT [euoneuidju) salspeg 4o Jo aieys Jad AYN panjeAsl ay) uo paseg

"/10Z 1Ssnbny o) Bureq ‘ejep juswadunouue 184o [euolipuod-aid uo psseg

‘Sjesse

pasieidde jo uonenjersl ey} pue SJUBLIBM JO 8SI0J8X8 8y} WO Spaao.d Jau ay) Sapnjoul Yalym “/ LOZ aunp og je se pajiwi] sBulpjoH 8|qixa|4 eulyD jo ajeys ied AYN penjersl ayj uo peseg

"/ L0Z YoIeyy LE Je se pajwi] [eajway 9 diseld uenbueyd jo aieys jed AYN panjess. ayj uo peseg

/102 Yoleyy Lg Je se paywi] sbuipjoH ubisag [aqoN jo aieys i1ad AYN panjeasl ay) uo paseq

(0¢)
(62)
(sz)
(22)
(92)
(s2)
(#2)
(e2)
(zz)
(12)
(02)
(61)
(84)
(1)
(94)
(Gt
(¥1)
(1)
(z1)
(Le)
(04)

(6)
(8)
(2)

A-32



APPENDIX A — LETTER FROM THE IFA TO THE INDEPENDENT DIRECTORS

‘6102 1oquieoe( Lg je se aieys 4ad AN pue 99ld 4840 S,dnoio ayj uo paseg

‘0202 8unr o¢ je se aieys Jad A\YN papsnipe paywi sbuipjoH 107 uo psseg

‘020z 8unp o¢ je se aieys jad AyYN paypneun pajwi] dnois Aigjjamap yS uo paseg

‘0202 8unr og je se AYN panjera. pajwi sbulpjoH ueysir eulyo uo paseg

0202 8unr og Je se AYN panjeaal py] uoneiodio) [eLjsnpuj yemyos uo paseg

6102 419qweoaq Lg je se uonisod sanijiqel] jau e ur sem pajiwil ABojouysa] weayn-olg noyzny

‘6102 Joquieoa( Lg je se pajwi] sbuipjoH ajeisT [eay [eluuaiad Jo aleys Jjad AN panjesa. pajsnipe ayj uo paseq
6102 19quieoa( LE Je Se pajil SinojoD dlweuAq jo aleys tad AN pajsnipe ey uo paseg

'6L0Z 19quieoa Lg Je se py7 0D juj x3eyF 283 Jo aieys Jad AN panjeras pajsnipe pue aaud iayo pajsnipe ayj uo paseg
‘6102 419quiaoa( Lg e se pajwi] dnols) yje pealg jo ateys sad AYN pajsnipe ayj uo psseg

‘6102 1oquisidas 0g je se pajw] sBUIPjoH SadIUBS 8I0YSHO DDV 40 aieys Jad AN panjesl 8y} uo paseg
‘6102 Joquiaidas og Je se pajwi siesulbug pajun jo ateys sad v/ N pajsnipe ay) uo peseg

‘6402 dunr o¢ Je se pr sbuipjoH pajun sajyey jo aseys sed AN pajpneun ayj uo psseg

'6L0Z aunp og Je se paywi ya ues Jo aieys Jad AYN panjersl sy} uo peseg

‘6102 Joquisidas g Je se pajwi sBuipjoH awiLeyy jfeuoneuIsiul DIAY 40 aieys sad AYN pajpneun ayj uo peseg
'6L0Z aunr og je se 'py7 sbuipjoH dnois) S jo aieys sad AYN panjesl 8y} uo paseg

'6L0Z aunp og Je se pajwi] [ealnaseulieyd Jejs Jo aleys Jad AYN panjeadl ayj uo paseg

JNjSS820NS SEM ‘BlR J9JUI ‘YIIYM ISLJO PUOISS BY) pasn aAey am SisAjeue ino jo esodind sy} JoH "ajep Joje| e je UMBIPYJIM SEM
8102 1oquia)das /z U0 paounouue Sem Yolym Jo4o JSiij dY) 8IoYM SIBL0 OM] 819M 8idl) 8}0U 8Sea|d “6L0Z aunr Og je se pajwi] sbuipjoH Buojaq jo aieys iad AYN paypneun ay) uo psseg

(8v)
(L¥)
(9%)
(sv)
(#¥)
(ev)
(zv)
(1v)
(ov)
(6¢)
(se)
(28)
(9¢)
(ge)
(ve)
(ce)

(ze)

(Le)

A-33



APPENDIX A — LETTER FROM THE IFA TO THE INDEPENDENT DIRECTORS

For illustrative purposes only, we noted the following from the above table:

(i) As disclosed in the Offer Announcement, the Offeror and its Concert Parties did not have any
interest in Shares of the Company. We note that this is within the range, equal to the minimum
for the percentage of the shareholding interest of the offeror and parties acting in concert as at
the start for each of the Selected Successful Privatisations. In fact, this is lower than any of the
transactions listed for the Selected Successful Privatisations, save for Tat Hong Holding Ltd, PCI
Limited, and Court Asia Limited.

(i) The premium of approximately 27.3% as implied by the Offer Price over the last transacted price
for Shares prior to the Offer Announcement Date is within the range, lower than the simple
average but higher than the median for the Selected Successful Privatisations, and generally
favourable.

(iii) The premium of approximately 40.0% as implied by the Offer Price over the VWAP for the
Shares for the 1-month period prior to the Last Trading Day is within the range, lower than the
simple average but higher than the median for the Selected Successful Privatisations, and
generally favourable.

(iv) The discount of approximately 3.4% as implied by the Offer Price over the VWAP for the Shares
for the 3-month period prior to the Last Trading Day is out of the range, lower than the minimum
and less favourable than any of the Selected Successful Privatisations. We note that there are no
other Selected Successful Privatisations which are priced at discount for the 3-month period prior
to the Last Trading day.

(v) Overall, the premiums as implied by the Offer Price over the last transacted price for the Shares
as at the Last Trading Day and VWAP for the Shares for the 1-month period prior to the Last
Trading Day are generally more favourable or fairly comparable with the Selected Successful
Privatisations.

(vi) The valuation of the Group (as implied by the Offer Price and NAV per Share) in terms of P/NAV
ratio is out of the range, lower than the minimum and less favourable as compared to any of the
Selected Successful Privatisations.

In summary, the valuation of the Group as implied by the Offer Price in terms of premiums/discount
over/from historical prices for the Shares generally appears to be favourable as compared to the
Selected Successful Privatisations. In addition, the valuation of the Group, (as implied by the Offer
Price and NAV per Share) in terms of P/NAV ratio appears to be out of the range, lower than the
minimum and less favourable than any of the Selected Successful Privatisations. Shareholders
should note that any comparison of the Offer Price to the historical trading performance of the Shares
may not be meaningful given that the Shares have been suspended since 14 January 2019. Various
material events and developments announced subsequent to the suspension of the Shares which are
likely to be price sensitive may possibly have implications for the transacted prices for the Shares,
had trading for Shares not been suspended. Hence, the last closing price for the Shares or traded
prices for Shares immediately preceding or prior to the Trading Halt Date may not be reflective of the
Company’s recent developments as well as the Group’s financial performance and position.
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(10) Based on the Group’s Offer Price and NAV per Share as at 31 December 2019.
For illustrative purposes only, we noted the following from the above table:

(i) As disclosed in the Offer Announcement, the Offeror and its Concert Parties did not have any
interest in the Shares of the Company. We note that this is within the range, equal to the
minimum for the percentage of the shareholding interest of the offeror and parties acting in
concert as at the start for each of the Selected Successful Delistings. In fact, this is lower than
any of the transactions listed for the Selected Successful Delistings, save for Rotary
Engineering Limited.

(i)  The premium of approximately 27.3% as implied by the Offer Price over the last transacted
price for Shares prior to the Offer Announcement Date is within the range, but slightly lower
than both the simple average and median for the Selected Successful Delistings.

(iii)  The premium of approximately 40.0% as implied by the Offer Price over the VWAP for the
Shares for the 1-month period prior to the Last Trading Day is within the range, higher than the
simple average and comparable to the median for the Selected Successful Delistings, and
generally favourable.

(iv)  The discount of 3.4% as implied by the Offer Price from the VWAP for the 3-month period prior
to the Last Trading Day is outside & lower than the range in terms of being the only Offer,
amongst all the Selected Successful Delistings, which have been priced at a discount to the
VWAP for the 3-month period prior to the Last Trading Day.

(v)  The valuation of the Group (as implied by the Offer Price and NAV per Share) in terms of
P/NAV ratio is slightly lower than the minimum and less favourable as compared to any of the
Selected Successful Delistings.

In summary, the valuation of the Group in general, as implied by the Offer Price in terms of
premiums/discounts over/from historical prices for the Shares appears to be comparable to the
Selected Successful Delistings given, inter alia, the weak financial performance (based on the
Adjusted Loss After Tax) and financial position, Disclaimer of Opinion, uncertainties on the Group’s
ability to continue as a going concern, and suspension etc.

Furthermore, any comparison of the Offer Price to the historical trading performance of the Shares
may not be meaningful given the Shares have been suspended since 14 January 2019. Various
material events and developments announced subsequent to the suspension of the Shares which are
likely to be price sensitive may possibly have implications for the transacted prices for the Shares,
had trading for Shares not been suspended. Hence, the last closing price for the Shares or traded
prices for Shares immediately preceding or prior to the Trading Halt Date may not be reflective of the
Company’s recent developments as well as the Group’s financial performance and position.

In addition, the valuation of the Group in general, as implied by the Offer Price and the NAV per Share
in terms of P/NAV ratio appears to be less favourable as compared to any of the Selected Successful
Delistings. Whilst comparisons with the Selected Successful Delistings, provides comparisons for
voluntary delistings transactions, we note that the comparisons against Selected Successful
Privatisations are relatively more comparable.

Other salient considerations for the Selected Successful Privatisations and Selected Successful
Delistings

This should be viewed in the context of, inter alia:

(@)  Other material developments as described in the Section 8.2 of this Letter entitled “ANALYSIS
OF THE GROUP’S NAV AND NTA”".

(b)  Any comparison of the Offer Price to the historical trading performance of the Shares may not

be meaningful given the Shares have been suspended since 14 January 2019. Various
material events and developments announced subsequent to the suspension of the Shares
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(inter alia, matters pertaining to YFC Corporate Guarantee and BOC Corporate Guarantee,
disposal of JJP and Taixing Sunke, concerns on governance, compliance and the possibly
unclear state of affairs, the Disclaimer of Opinion on, inter alia, going concern assumption, etc),
which are likely to be price sensitive, and which may possibly have implications for the
transacted prices for the Shares, had trading for Shares not been suspended. Hence, the last
closing price for the Shares or traded prices for Shares immediately preceding or prior to the
Trading Halt Date may not be reflective of the Company’s recent developments as well as the
Group’s financial performance and position. As described earlier on, inter alia, the businesses
and circumstances prevailing at the start or relevant time of the offer etc, for each of the
companies for the Selected Successful Privatisations and Selected Successful Delistings may
be different from the Company. Hence, the determination of values based on these
transactions may not be applicable. Notwithstanding, we have incorporated control premiums
being the simple average of the median for the historical premiums (being the median for the
premiums of offer price over last transacted price prior to announcement, and over the VWAP
for the shares for the 1-month and 3-months periods prior to announcement) for the Selected
Successful Privatisations and the Selected Successful Delistings of approximately 33.8% for
the determination of the estimated market values as described in Section 8.3 of the IFA Letter.

In addition, the above analysis is limited and subject to, inter alia, the Disclaimer of Opinion issued by
the Independent Auditor for financial statements for FY2019, and the Independent Auditor statements
therein that they unable to conclude whether the use of the going concern assumption, which has
been adopted in the preparation of the accompanying financial statements, is appropriate.
Shareholders should note that the above NAV is based on the financial statements for FY2019, which
Directors have confirmed are prepared on a going concern. In the event that the going concern
assumption is not appropriate, adjustments and/or reclassifications may have to be made to the
amounts recorded for assets and liabilities. Accordingly, after such adjustments and/or
reclassifications (where applicable) the values for, inter alia, the NAV per Share may be different.
Thus, our analysis is necessarily limited.
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8.5. MARKET QUOTATION AND TRADING ACTIVITIES FOR THE SHARES

The historical price and volume charts for the Shares (based on the closing prices together with the
number of Shares traded on a daily basis) for the period commencing from the 5 January 2018 (being
one year prior to 4 January 2019, being the last trading day prior to the Offer Announcement Date
(“Last Trading Day”) to the Latest Practicable Date is set out below. We note that the trading of the
Shares was halted on 8 January 2019 (“Trading Halt Date”) and subsequently suspended with effect
from 14 January 2019 to the Latest Practicable Date.
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Source: Bloomberg

For the period commencing from 5 January 2018, being one year prior to Last Trading Day and
ending on the Last Trading Day (both dates inclusive), we note that the Shares were traded on 108
Market Days out of a total 248 Market Days (or approximately 43.5%) and the closing prices for the
Shares during the said periods were higher than the Offer Price for 125 Market Days out of the 248
Market Days (or approximately 50.4%), were below the Offer Price for 122 Market Days out of the 248
Market Days (or approximately 49.2%) and equivalent to the Offer Price for 1 Market Day out of the
248 Market Days.

It is noted that there have been various material events and developments announced subsequent to
the suspension of the Shares (inter alia, matters pertaining to YFC Corporate Guarantee and BOC
Corporate Guarantee, disposal of JJP and Taixing Sunke, concerns on governance, compliance and
the possibly unclear state of affairs, the Disclaimer of Opinion on, inter alia, going concern
assumption, etc), which are likely to be price sensitive, and which may possibly have implications for
the transacted prices for the Shares, had trading for Shares not been suspended. Hence, the last
closing price for the Shares or traded prices for Shares immediately preceding or prior to the Trading
Halt Date may not be reflective of the Company’s recent developments as well as the Group’s
financial performance and position.

As a general market comparison and observation, the FTSE Straits Times Index (“FTSE STI”),
decreased by approximately 12.3% for the period commencing from 5 January 2018 and ending on 4
January 2019, being the Last Trading Day preceding Trading Halt Date. For the same period,
commencing from 5 January 2018 and ending on the Last Trading Day preceding the Trading Halt
Date, the prices for the Shares decreased by approximately 61.4%. We observed that the Shares
appeared to have underperformed the FTSE STI for the period commencing from 5 January 2018 till
the Last Trading Day preceding Trading Halt Date.
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The above chart and the analysis below is presented for illustrative purposes only, and they are by no
means representative of the future trading performance or prices of the Shares.

Premium/
(Discount) of
the Offer Average
Price from the Lowest Highest daily trading
VWAP per VWAP per transacted transacted Average volume as %
Share Share price price daily trading  of free-float®®
(s$)" (%) (S$) (S$) volume® (%)
For the period prior to the Last Trading Day
Last 12 months 0.032 (12.5) 0.016 0.070 40,396 0.020
Last 6 months 0.024 16.7 0.016 0.066 44,096 0.022
Last 3 months 0.029 (3.4) 0.016 0.066 43,095 0.022
Last 1 month 0.020 40.0 0.016 0.031 8,676 0.004
Last transacted price 0.022 27.3 0.022 0.022 10,000 0.005

on 4 January 2019
(being the Last
Trading Day prior to
the Trading Halt
Date)(“)

Source: Bloomberg
Notes:

(1) The VWAP had been weighted based on the value of the Shares traded and traded volumes for the relevant trading
days for each of the periods.

(2) The average daily trading volume of the Shares is calculated based on the total number of Shares traded during the
period divided by the number of Market Days during that period.

(3) Free float refers to approximately 200,344,400 Shares (or approximately 37.7% of the issued Share capital) held by
Shareholders, other than the substantial Shareholders and Directors as at the Latest Practicable Date as enumerated
in the Circular.

(4) This represents the last transacted price instead of VWAP for the Shares, on the Last Trading Day immediately
preceding Trading Halt Date.

Based on a general observation of the chart above and after taking into account the summary of the
transacted prices for the Shares, we note that the Offer Price: -

(i) represents a premium of approximately 27.3% over the last transacted price of $S$0.022 per
Share for the Shares on the SGX-ST on 4 January 2019, being the Last Trading Day
immediately preceding the Trading Halt Date;

(ii) represents premiums of approximately 16.7% and 40.0% over the VWAP for the Shares for 6-
months and 1-month periods prior to the Last Trading Day respectively; and

(i) represents discounts of approximately 12.5% and 3.4% from the VWAP for the Shares for the
12-months and 3-months periods prior to the Last Trading Day respectively.

Independent Shareholders should note that any comparison of the Offer Price to the historical trading
performance of the Shares may not be meaningful given the Shares have been suspended since 14
January 2019 till the Latest Practicable Date.

For illustrative purposes only, based on the number of Shares traded on a daily basis during the
period commencing from 5 January 2018, being one year prior to Last Trading Day and ending on the
Latest Practicable Date, we note that:

(i) from 5 January 2018 to 4 January 2019, being the Last Trading Day immediately preceding the
Trading Halt Date (both dates inclusive), Shares were traded on 108 Trading Days
(approximately 43.5%) out of the total 248 Market Days during the period, with the total number
of Shares traded being approximately 10.0 million Shares and an average daily trading volume
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(based on a total of 248 Market Days) of approximately 40,396 Shares, which represents
approximately 0.008% of the issued Shares as at the Latest Practicable Date or approximately
0.020% of the issued Shares held by Shareholders other than the substantial Shareholders and
the Directors (“Public Shareholders”) as at the Latest Practicable Date; and

(i)~ From 8 January 2019 to 13 December 2020, being the Latest Practicable Date (both dates
inclusive), no Shares were traded during the period as the Shares were suspended shortly after
the Trading Halt Date.

We note that trading for the Shares is erratic and that the daily average number of Shares traded
during the 12-months period prior to and including the Last Trading Day immediately preceding the
Trading Halt Date is relatively low as compared to the number of issued Shares held by Shareholders
other than the substantial Shareholders and the Directors as at the Latest Practicable Date. It is
generally accepted that the more actively traded the shares, the greater the reliance on market prices
as a determination of the fair value of the shares between willing buyer and willing seller. Whilst
historically transacted prices for the Shares may not be a meaningful indicator of its fundamental value
in view of the lack of liquidity for the Shares (in terms of number of Shares traded on daily basis), they
nonetheless represent for prices for transactions between willing buyer and willing seller.

Independent Directors should note that given the low liquidity of the Shares (in terms of number of
Shares traded on a daily basis) and the frequency of trading during the periods observed even before
suspension, the Offer may represent a realistic exit opportunity for the Shareholders to realise their
entire investment for cash and that the Offer Price is at premiums above the last transacted price for
the Shares on the SGX-ST on 4 January 2019, being the Last Trading Day immediately preceding the
Trading Halt Date, and the VWAP for the Shares for the 1-month and 6-months period prior to the
Last Trading Day.

In the absence of the Offer, such an exit for all Shareholders other than the Offeror and its Concert
Parties may not be readily available due to the low trading liquidity for the Shares even before the
suspension. For illustrative purposes only and on the assumption that trading for the Shares are not
suspended, based on the average daily trading volume of 40,396 Shares for the period 12-months
prior to the Last Trading Day, it would take approximately 4,959 Market Days or close to 20 years
(based on 248 Market Days per year) for the public Shareholders to be able to sell off their Shares in
the market. Furthermore, as described earlier given the fact that trading for the Shares are suspended,
the Offer is a realistic opportunity for Shareholders to exit their investments.

Independent Directors should also note that past trading performance for the Shares may not
be relied upon as an indication of the fair value of the Company’s securities.
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9. OTHER CONSIDERATIONS
9.1. Existing shareholding structure of the Company

The shareholding structure of the Company as at the Latest Practicable Date is outlined below:

% of the
issued Share
Capital as at

the Latest
Deemed Practicable
Direct Interests Interests Total interests Date"'
Offeror®
Harrier Group Pte. Ltd. - - - -
Directors
Sun Li Hua - - - -
Koh Poh Beng - - - -
Lua Poh Huat 2,504,000 - 2,504,000 0.47%
Substantial Shareholders
Whitefield Capital Inc. 329,152,241 - 329,152,241 61.87%
Hu Yanping®® - 329,152,241 329,152,241 61.87%
Public Shareholders® 200,344,400 37.66%
Total 532,001,641 100.00%
Notes:

(1) Based on 532,001,641 issued Shares (excluding 1,650,000 treasury Shares) as at the Latest Practicable Date.

(2) From Appendix B1 of the Circular, we note that Hu Yanping is deemed interested in 329,152,241 Shares held by
Whitefield Capital Inc. pursuant to Section 7 of the Companies Act as Whitefield Capital Inc. is wholly owned by Hu
Yanping. Hu Yanping is the sister-in-law of Sun Li Hua.

(3) Only total interests for Public Shareholders are shown.

We note from the Offer Document that the Offeror does not hold any Shares. The sole director and
sole shareholder of the Offeror is Mr Song Wuying Mr Song Wuying is a private investor and is not
related to any director or substantial Shareholder of the Company.

Accordingly, the Offeror does not have any statutory control over the Company, but in the event that
Minimum Acceptance Condition is met, it would place the Offeror in a position to have significant
influence, inter alia, the management, operating and financial policies of the Company and ability to
pass all ordinary resolution on matters in which the Offeror does not have an interest, at general
meetings of Shareholders.

As an illustration, we note that on the basis that all Public Shareholders accept the Offer and for the
Minimum Acceptance Condition to be met, the existing substantial Shareholder needs to accept a
minimum of approximately 65.7 million Shares or approximately 19.9% of the Shares held by the
existing substantial Shareholder.

Furthermore, any acceptance of the Offer by Public Shareholders will further reduce the free float,
number of Shares available for trading and number of Shareholders. This may further exacerbate the
illiquidity, volatility and the bid and ask spreads for the Shares and increase transactional or trading
cost (other than commissions where applicable) if and when the suspension is uplifted and trading for
Shares resumes. Subsequent to the Offer Announcement Date to the Latest Practicable Date, the
Offeror did not make any further announcement in connection with changes in its shareholding in the
Company or further purchases of Shares.

We note, as at the Latest Practicable Date and from the Offer Document that there are no
undertakings from any Shareholder to accept or reject the Offer, and that neither the Offeror nor any
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party acting in concert with the Offeror has received any irrevocable undertaking from any other party
to accept or reject the Offer.

As at the Latest Practicable Date, Mr Lua Poh Huat, who directly hold Shares has informed the
Company of his current intentions to accept the Offer in respect of those Shares held by him.

9.2. Dividend track record

For the purposes of assessing the Offer, we have considered the dividend track record of the
Company against the Selected Comparable Companies and those from selected alternative
investments.

Management has confirmed and represented that the Company had not declared any dividends for
the last three (3) financial years (being FY2017 to FY2019). Based on our discussions with Directors,
we understand that the Company does not have a fixed dividend policy and for FY2019, the Company
did not recommend any dividend as the Board deemed it more appropriate to retain the limited non
pledged or restricted cash for the Group’s purposes, after taking into account various factors
including, inter alia, the amount of accumulated losses, level of available cash.

In evaluating the Offer, we have made comparison of dividend yields that may arise from investments
in the Selected Comparable Companies and selected alternative equity investments and/or a broad
market index instrument such as the STI Exchange Traded Fund (“STI ETF”).

We note that the Company’s dividend profile is worse off as compared to two (2) out of the three (3) of
the Selected Comparable Companies which have declared and paid dividends for its most recent
financial year. As the Company did not pay any dividend in respect of its most recent financial year,
hence as compared to the Selected Comparable Companies, the dividend yield for Company is less
favourable. The above analysis is on the assumption that the Company continued not to pay dividend
and the Selected Comparable Companies maintain their respective net dividend per share at the
same level as that in their last financial year.

As at the Latest Practicable Date, local commercial banks in Singapore offered gross interest rates of
approximately 0.10% per annum (on average basis) to depositors who deposit an amount of up to
S$$100,000 for a period of 12 months. For illustrative purposes only, a Shareholder who accepts the
Offer for 1 million Offer Shares at the Offer Price of S$0.028 and who decide to reinvest the proceeds
in a 12-month period Singapore Dollar fixed deposit with a local commercial bank in Singapore should
expect to receive negligible gross interest income of approximately S$28.0 per annum.

In addition, for illustrative purposes only, the STI ETF’s dividend yield for the financial year ended 30
June 2020 was approximately 4.02% (based on the ordinary cash dividends declared for the financial
year ended 30 June 2020 and the closing market price as at the Latest Practicable Date. As the
Company did not pay any dividend in respect of its most recent financial year, hence as compared to
the STI ETF, the dividend yield for Company is less favourable.

On the basis that no dividends have been declared with respect to the last three (3) financial years,
the Shareholders should therefore expect an improvement or increase in their investment income by
accepting the Offer and depositing the proceeds from the Offer in a 12-month Singapore Dollar fixed
deposit account with a local commercial bank in Singapore or using the proceeds from the Offer to
invest in the STI ETF. This analysis is on the assumption that, inter alia, the STI ETF maintains their
respective net dividend per unit at the same level as that in their last financial year.

We wish to highlight that the above dividend analysis serves only as an illustrative guide and is not an
indication of the future dividend policy for the Company or the Selected Comparable Companies or
the STI ETF or the future deposit interest rate for the local commercial banks. Furthermore, an
investment in the equity of the Selected Comparable Companies or STl ETF also presents different
risk-return profiles as compared to an investment in the Shares. Moreover, there is no assurance that
the Company or any of the above selected alternative equity investments will continue to pay or not to
pay any dividends in the future and/or maintain the level of dividends paid in past periods or that the
local commercial banks will maintain the level of the deposit interest rate paid in the past periods.
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9.3. Offer is conditional

We note from Section 2.4 of the Offer Document that the Offer is conditional upon the Offeror having
received, by the close of the Offer, valid acceptances in respect of such number of Offer Shares
which, when taken together with the Shares owned, controlled or agreed to be acquired by the
Concert Group (either before or during the Offer and pursuant to the Offer or otherwise), will result in
the Concert Group holding such number of Shares carrying more than 50% of the voting rights
attributable to the issued Shares (excluding treasury Shares) as at the close of the Offer.

Save for the Minimum Acceptance Condition, the Offer is unconditional in all other respects.
We note that as at the Latest Practicable Date, the Concert Group does not hold any Shares.

In addition, in Section 1 of Appendix 1 of the Offer document, the Offer (whether revised or not) will
not be capable of becoming or being declared to be unconditional as to acceptances after 5.30pm
on the 60" day after the date of despatch of the Offer document. We note the Offer is to remain
open for 14 days after being declared unconditional as to acceptance.

9.4. Revision of the Offer Price

We note from Section 1.6 of Appendix 1 of the Offer Document that the Offeror reserves the right to
revise the terms of the Offer at such time and in such manner as it may consider appropriate. If the
Offer is revised, the Offer will remain open for acceptance for at least 14 days from the date of
despatch of the written notification of the revision to Shareholders. In any case where the terms are
revised, the benefit of the Offer (as so revised) will be made available to each of the Shareholders
who had previously accepted the Offer.

9.5. Alternative takeover offer

The Directors confirmed that (a) no other third parties have approached the Company with an
intention to make an offer for the Company; and (b) apart from the Offer being made by the
Offeror, no other third party has made a firm offer for the Company as at the Latest Practicable Date.
As at the Offer Announcement Date, the Concert Group does not hold any Shares, and subsequent to
the Offer Announcement Date to the Latest Practicable Date, the Offeror did not make any further
announcement in connection with changes in its shareholding in the Company or further purchases of
Shares.

9.6. Compulsory Acquisition and Listing Status

Compulsory acquisition

We note from Section 9.1 of the Offer Document that pursuant to Section 215(1) of the
Companies Act, if the Offeror receives valid acceptances pursuant to the Offer (or otherwise
acquires Shares during the period when the Offer is open for acceptance) in respect of not
less than 90% of the total number of issued Shares (other than those already held by the
Offeror, its related corporations or their respective nominees as at the date of the Offer and
excluding any treasury Shares), the Offeror would be entitled to exercise the right to
compulsorily acquire all the Shares of Shareholders who have not accepted the Offer
(“Dissenting Shareholders”) at a price equal to the Offer Price (“Compulsory
Acquisition”).

In such event, the Offeror intends to exercise its right to compulsorily acquire all the Offer
Shares not acquired under the Offer. The Offeror will then proceed to delist the Company
from SGX-ST.

Dissenting Shareholders have the right under and subject to Section 215(3) of the Companies Act, to
require the Offeror to acquire their Shares at the Offer Price in the event that the Offeror, its related
corporations or their respective nominees acquire, pursuant to the Offer, such number of Shares
which, together with treasury Shares and the Shares held by the Offeror, its related corporations or
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their respective nominees, comprise 90% or more of the total number of issued Shares. Dissenting
Shareholders who wish to exercise such right are advised to seek their own independent legal
advice.

Unlike Section 215(1) of the Companies Act, the 90% threshold under Section 215(3) of the
Companies Act does not exclude treasury Shares or Shares held by the Offeror, its related
corporations or their respective nominees as at the date of the Offer.

Listing status

We note from Section 9.2 of the Offer Document that pursuant to Rule 1105 of the Listing Manual,
upon an announcement by the Offeror that acceptances have been received pursuant to the Offer
that bring the holdings owned by the Offeror and the parties acting or presumed to be acting in
concert with the Offeror (“Concert Parties”) in connection with the Offer (“collectively the Offeror and
the Concert Parties will be termed the “Concert Group”) to above 90% of the total number of issued
Shares (excluding treasury Shares), the SGX-ST may suspend the trading of the Shares on the SGX-
ST until such time it is satisfied that at least 10% of the total number of issued Shares (excluding
treasury Shares) are held by at least 500 Shareholders who are members of the public. Rule 1303(1)
of the Listing Manual provides that if the Offeror succeeds in garnering acceptances exceeding 90%
of the total number of issued Shares (excluding treasury Shares), thus causing the percentage of the
total number of issued Shares (excluding treasury Shares) held in public hands to fall below 10%, the
SGX-ST will suspend trading of the Shares only at the close of the Offer.

In addition, under Rule 724(1) of the Listing Manual, if the percentage of the total number of issued
Shares (excluding treasury Shares) held in public hands falls below 10%, the Company must, as soon
as practicable, announce that fact and the SGX-ST may suspend the trading of all the Shares. Rule
724(2) of the Listing Manual states that the SGX-ST may allow the Company a period of three (3)
months, or such longer period as the SGX-ST may agree, to raise the percentage of Shares
(excluding treasury Shares) in public hands to at least 10%, failing which the Company may be
delisted from the SGX-ST.

As stated in the Offer Document, the Offeror intends to privatise the Company and does not
intend to preserve the listing status of the Company. In the event that the trading of Shares
on the SGX-ST is suspended pursuant to Rule 724, Rule 1105 or Rule 1303(1) of the Listing
Manual, the Offeror has no intention to undertake or support any action for any such trading
suspension by the SGX-ST to be lifted.

9.7. Offeror’s intention for the Company

As set out in Section 8 of the Offer Document, the Offeror has no current intention to (a) make
material changes to the existing business of the Group, (b) re-deploy the Group's fixed assets, or (c)
discontinue the employment of the employees of the Group, other than in the ordinary course of
business. The Offeror however retains the flexibility at any time to consider options or opportunities
which may present themselves.

9.8. Suspension and notices of compliances

As announced on 11 January 2019, pursuant to 1303(3) of the Listing Manual of the SGX-ST, the
Company was then unable to demonstrate to the SGX-ST and its shareholders that it is able to
continue as a going concern arising from the claims by Yixing Futao Credit and/or Bank of China. The
announcement further stated that the Board wishes to inform the shareholders of the Company that it
will request that the SGX-ST suspends the trading of the Company’s shares on the SGX-ST with
effect from 9.00 a.m. (Singapore time) on 14 January 2019.

Further, it was announced that the Company had received a notice of compliance (“NOC 2019”)
dated 13 February 2019, wherein Singapore Exchange Regulation (*“SGX RegCo”) stated that, inter
alia, it has serious concerns over the questionable circumstances surrounding the unauthorised,
undisclosed, and significant Corporate Guarantees extended to purported third parties. Pending the
outcome of the Audit Committee’s investigations into the veracity of the YFC and BOC Loans and the
circumstances surrounding the purported unauthorised Corporate Guarantees, SGX RegCo directs

A-44



APPENDIX A — LETTER FROM THE IFA TO THE INDEPENDENT DIRECTORS

the Company to:

(i) Place the proceeds from the disposal of Taixing Sunke in an Escrow Account to be operated
jointly by the independent directors of the Company, resident in Singapore.

(i) All receipts from the disposal of the Group’s 45% equity interest in the share capital of Taixing
Sunke as announced on 8 November 2018 must be paid into the Escrow Account.

(i)  The amounts in the Escrow Account cannot be withdrawn until the completion of the
investigations and agreed by the Exchange, save for the settlement of expenses and
intercompany debts as set out in the payment terms of the equity transfer agreement as
described in the announcement(s).

Notwithstanding that the Company has on 5 March 2020 announced that it has reversed in full the
provision of the contingent liabilities in connection with the YFC Loan as contingent liabilities from the
relevant financial statements of the Group, inter alia, as at 31 December 2018 following the
completion of the Special Audit, the Company’s Independent Auditor, had issued a Disclaimer of
Opinion in their report dated 9 December 2020 for the FS2019 on the basis of, among other matters
described in the Disclaimer of Opinion, the Corporate Guarantees. Further, the Directors also
confirmed that during the FY2019, the Company has reversed in full the provision of the BOC
contingent liabilities of approximately RMB42.5 million to the consolidated profit or loss for the year
then ended. The reversal was made as the PRC management has advised the Board that the BOC
Corporate Guarantee was settled by a third party.

We note that as the Company was unable to demonstrate to the SGX-ST and its Shareholders that it
is able to continue as a going concern pursuant to Rule 1303(3) of the Listing Manual and as trading
of the listed securities of an issuer was suspended under Rule 1303(3) of the Listing Manual,
pursuant to Rule 1304 of the Listing Manual, it must:

(i) submit a proposal (or proposals) to the Exchange with a view to resuming trading in its
securities ("Resumption Proposals") within 12 months of the date of suspension. If no
resumption proposals are received to enable trading to resume within 12 months of the date
of suspension, the Exchange may remove the issuer from the Official List; and

(i) implement the Resumption Proposals within 6 months from the date the Exchange indicates
that it has no objection to the resumption proposals. If the resumption proposals have not
been implemented within the 6 months, the Exchange may remove the issuer from the Official
List. The issuer is expected to provide monthly valuation of its assets and utilisation of cash
and updates of milestones in completing the relevant transactions to the market via SGXNET.

We note that as at the Latest Practicable Date, trading of the Shares remains suspended, and there is
no assurance as to whether the Company will, inter alia, be able to make the necessary application in
a timely manner for the uplifting of the suspension. Moreover, as at the Latest Practicable Date, it is
already more than 12 months since the date of suspension. There are significant uncertainties as to
the ability of the Company to request for a resumption of trading for its Shares and on whether the
Company may continue to remain (and not be removed) from the Official List.

In addition, as announced on 6 February 2020, the Exchange requires the Company to continue to do
quarterly reporting of its financial results (“QR”) in accordance with the requirements set out in the
Amended Rule 705(2) on an ongoing basis and the Company is required to report the next set of
quarterly financial statements for the period from 1 January 2020 to 31 March 2020 by 15 May 2020,
until further notice from the Exchange.

As at the Latest Practicable Date, we note that the Company had not announced any quarterly
financial statements for the period beginning from 1 January 2020. Accordingly, our analysis is limited
and there is no assurance as to when the Company will comply with the requirements of the SGX-ST.

We note from Rule 729 of the Listing Manual that where the trading of securities of an issuer is

suspended, there must not be any transfers of securities, unless approved by the SGX-ST.
Accordingly, the ability of Shareholders to exit or dispose or realise their investments is limited, as
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trading for Shares has been suspended, and as at the Latest Practicable Date, save for the Offer, the
ability of Shareholders to exit or dispose or realise their investments ins limited.

9.9. Special Audit

The findings of the Special Audit were announced on 7 November 2019. Shareholders are advised to
read the Redacted Special Audit Report (defined and described therein) released on 7 November
2019 carefully.

We note that there are, inter alia, a lack of adequate controls and disclosure, with discrepancies as
described in the announcement for the Special Audit. There is, thus, no assurance that the Company
will be able to address this and provide timely or accurate announcements or have adequate controls.

9.10. Financial Watchlist

The Company remains on the Financial Criteria Watch-list since it was placed on it since 5 June 2018.
We note that pursuant to Rule 1314 of the Listing Manual, an issuer on the watch-list may apply to the
Exchange to be removed from the watch-list if it records consolidated pre-tax profit for the most
recently completed financial year (based on audited full year consolidated accounts) and has an
average daily market capitalisation of S$40 million or more over the last 6 months.

Rule 1315 of the Listing Manual states that an issuer must take active steps to meet the requirements
of Rule 1314 of the Listing Manual. If the issuer fails to comply with Rule 1314 of the Listing Manual
within 36 months of the date on which it was placed on the watch-list (and for the Company 4 June
2021), the Exchange may either remove the issuer from the Official List or suspend trading of the
listed securities of the issuer (without the agreement of the issuer) with a view to removing the issuer
from the Official List.

Whilst the Company has recorded consolidated pre-tax profit for the most recently completed financial
year, based on the audited financial statements for FY2019, we note that there is a Disclaimer of
Opinion, and concerns on the Company’s ability to continue as a going concern. Furthermore, the
pre-tax profits included, inter alia, income or gains from the reversal of contingent liabilities, reversal
of impairment loss of property, plant and equipment; gain on disposal of Taixing Sunke, and that if
such are excluded from the Group’s pre-tax profits, the Group would have registered a pre-tax loss.
Moreover, the average market capitalisation was less than S$40 million for the last 6 months prior to
the Last Trading Day or the last transacted price. The Company’s Shares remain suspended as at the
Latest Practicable Date.

There may thus be no assurance or certainty that the Company will be able to satisfy the SGX-ST and
meet the criteria for it to be removed from the financial watch list.

9.11. Escrow Accounts

We note that approximately RMB377.4 million which relates (as described in Note 16 in FS2019) to
“Restricted bank balances comprise of net proceeds from disposal of Taixing Sunke of RMB
377,078,000 and interest income of RMB 298,000 as at that date (Note 13 (c))”. The Directors have
confirmed that as at the Latest Practicable Date, these amounts have been placed into two Escrow
Accounts and the restricted bank balances refers to two bank Escrow Accounts designated to receive
proceeds from the disposal of Taixing Sunke. All withdrawals from the bank accounts are subjected to
certain conditions and approval by the SGX-ST (Note 13(c) of the FS2019). All withdrawals from any
of the Escrow Accounts must be, inter alia, reviewed by the Company’s internal auditor and external
auditor, for its basis and veracity, and that the auditors must confirm that they are satisfied that the
withdrawals will be disbursed to the right party for proper and legitimate usage of the Company or any
of its subsidiaries. In addition, we note as announced on 27 September 2019, in connection with the
Escrow Agreement (as defined therein in the announcement) and the Escrow Accounts, at the
request of SGX-ST, Mr Koh Poh Beng and Mr Lua Poh Huat issued the Undertaking Letter to SGX-
ST dated 5 September 2019, under which each of Mr Koh Poh Beng and Mr Lua Poh Huat have
undertaken, inter alia, to and for the benefit of SGX-ST that any actions taken by him in relation to the
Escrow Accounts are in accordance with the Notice of Compliance and he shall adhere to SGXST's
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instructions in connection therewith, provided always that such directions and/or instructions by SGX-
ST shall be in compliance with any applicable laws and regulations

We note the statements in the Independent Auditor’s Report 2019 that as fully disclosed in Note 13(c)
of the audited FS2019, due to the technicality as to the remittance of the net sale proceeds of
RMB377.4 million (restricted cash including interest income) as at 31 December 2019 following the
disposal of Taixing Sunke, the Independent Auditor was unable to ascertain when the fund can be
made available to disburse for the use of paying the liabilities owing by the Group to the banks for
RMB 397.4 million (2018: RMB 471.4 million) as at 31 December 2019.

In addition, the above has to be assessed with the Group’s net cash flow used in operating activities
of approximately RMB271.4 million for FY2019 and the cash and cash equivalents which are free
from encumbrances and unrestricted of approximately RMB7.8 million as at 31 December 2019.

The Directors confirmed that as at the Latest Practicable Date, the Escrow Accounts remain restricted.
9.12. Unratified Interested Persons Transactions

We note from, inter alia, announcements and the Independent Auditor’s Report 2019, that there are
interested persons transactions. These may be required to be ratified pursuant to the Rules and have
yet to be ratified. In the absence of such ratifications there is no assurance that such transactions in
the past may have been undertaken on normal commercial terms and not prejudicial to the interest of
the company or its minority shareholders. Accordingly, any analysis of the financial statements, and
use of the financial statements for, inter alia, comparative analysis is limited. This may have
implication for, inter alia, the Company’s resumption of trading and exit from the financial watch-list.

9.13. Material Litigation and Material Contracts with Interested Persons

Material Litigation

We note from Appendix B1 Section 10 of the Circular, that as at the Latest Practicable Date, save as
disclosed in the any publicly available information on the Group, none of the Company or its
subsidiaries is engaged in any material litigation or arbitration proceedings, either as plaintiff or
defendant, which might materially and adversely affect the financial position of the Company or its
subsidiaries taken as a whole and the Directors are not aware of any litigation, claims or proceedings
pending or threatened against the Company or its subsidiaries or any facts likely to give rise to any
proceedings which might materially and adversely affect the financial position of the Company and its
subsidiaries taken as a whole.

Material contracts with Interested Persons

We note from Appendix B1 Section 9 of the Circular that as at the Latest Practicable Date, save as
disclosed in Appendix B2 of the Circular, neither the Company nor any of its subsidiaries has entered
into material contracts (not being contracts entered into in the ordinary course of business of the
Group) with persons who are Interested Persons (during the period beginning three (3) years before
the Offer Announcement Date and ending on the Latest Practicable Date.
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10. OPINION

In arriving at our opinion in respect of the Offer, we have reviewed and examined the following factors
and taken into account, inter alia, the limitations summarised below as well as others elaborated
elsewhere in our Letter which we have considered to be pertinent in our assessment of the Offer,
including the views of and representations by the Directors. We have not been furnished with any
valuations and pursuant to our discussion with the Directors and arising from the said discussion, the
Directors have confirmed that as at the Latest Practicable Date, a valuation of the non-current assets
of the Group may not be a significant factor in the assessment of the Offer and evaluation of whether,
inter alia, on a P/NAV basis, the Offer is favourable or fair (for further details, please refer to pages 21
and 22 of this Letter). Our views, recommendation and opinion are thus necessarily limited and
subject to these matters.

Our recommendation or opinion is by no means an indication of the merits, prospects, financial
performance and position of the Company or the Group or the ability of the Company or Group to
service its borrowings (both principal and interest payment) when it falls due or the adequacy of the
working capital or the ability to continue as a going concern, or the ability of the Company to comply
with the various requirements of the SGX-ST or SGX RegCo or ability of the Company to resume
trading or the ability of the Company to remain on the Official List, following completion of the Offer.

This is purely a summary of the factors that have been highlighted in this Letter and Shareholders are
advised to read the following in conjunction with, and in the context of, the full text of this Letter:

(@)  The rationale for the Offer, intentions of the Offeror and, inter alia, the compulsory acquisition
rights and listing status as set out in Sections 7, 8, and 9 of the Offer Document respectively.

(b)  The historical financial performance and position of the Group as set out in Section 8.1 of this
Letter. Save for FY2019, the Group has not been profitable during the period reviewed, with net
losses attributable to owners of the Company of approximately RMB20.3 million, and
RMB630.7 million in FY2017 and FY2018 respectively and net profit attributable to owners of
the Company of approximately RMB93.4 million in FY2019.

As described in the earlier Sections, this should be viewed in the context that for FY2019, the
profit after tax registered by the Group attributable to owners of the Company of approximately
RMB93.4 million was attributable to, inter alia, gain on disposal of Taixing Sunke of
approximately RMB321.4 million. As an illustration, in the event that these reversals or gain on
disposal (classified under other income in FS2019), which are non-recurring and non-trade in
nature, are excluded from the Group’s profit after tax, the Group would have registered a loss
after tax for FY2019, being the Adjusted LTM Loss After Tax.

The Group’s financial position has generally deteriorated for the period reviewed and is weak.
Shareholders’ equity had declined by approximately RMB540.8 million (or approximately 55.0%)
from approximately RMB983.3 million as at 31 December 2017 to approximately RMB442.4
million as at 31 December 2019, arising from the aggregate consolidated losses attributable to
owners of the Company of approximately RMB557.6 million registered for the last three
financial years. In addition, for the period reviewed the Group was in a net current liabilities
position, and pursuant to the Disclaimer of Opinion, the Independent Auditor has stated that
there are, inter alia, concerns on the Company’s ability to continue as a going concern, and
their inability to ascertain, or verify, or determine (as may be applicable) the various matters
stated therein limiting the reliance on the use of the information in FS2019 for analysis.

The Directors confirmed that as at the Latest Practicable Date and save for matters disclosed in
the Circular, this Letter and the audited financial statements for the Group for FY2019, there
has been no material changes to the assets and liabilities, financial position, condition and
performance of the Group.

(c) The historical financial performance and position of the Group vis-a-vis the Selected
Comparable Companies is generally weaker. The Group’s financial position is weaker than any
of the Selected Comparable Companies in terms of its ratio of total liabilities to shareholders’
equity, and the ratio of total borrowings to shareholders’ equity.
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(d)

Based on the Adjusted LTM Loss After Tax, the Group’s LTM ROE and net profit margin would
be negative and not meaningful. We note that save for Jiutian Chemical, all the Selected
Comparable Companies registered net profits and had positive LTM ROE and net profit margin.
Accordingly, the Groups’ financial performance based on the Adjusted LTM Loss After Tax, in
terms of LTM ROE and net profit margin, is relatively weaker, as compared to the other
Selected Comparable Companies, save for Jiutian Chemical.

The Offer Price (as set out in Section 8 of this Letter) after taking into account, inter alia, the
following factors: -

(i)

(ii)

(iii)

(v)

(vii)

The Offer Price represents substantial discounts of approximately 83.5% and 83.2% from
the Group’s NAV and NTA per Share respectively as at 31 December 2019.

The Offer Price represents a premium of approximately 27.3% over the last transacted
price of S$0.022 per Share for the Shares on the SGX-ST on 4 January 2019, being the
Last Trading Day immediately preceding the Trading Halt Date.

The Offer Price represents premiums of approximately 16.7% and 40.0% over the VWAP
for the Shares for the 6-months and 1-month periods prior to the Last Trading Day
respectively.

The Offer Price represents discounts of approximately 12.5% and 3.4% from the VWAP
for the Shares for the 12-months and 3-months periods prior to the Last Trading Day
respectively.

Trading for the Shares is erratic and the daily average number of Shares traded during
the 12-month period prior to and including the Last Trading Day immediately preceding
the Trading Halt Date is relatively low as compared to the number of issued Shares held
by Shareholders other than the substantial Shareholders and the Directors as at the
Latest Practicable Date. We note given the low liquidity of the Shares (in terms of
number of Shares traded on a daily basis) and the frequency of trading during the
periods observed even before the suspension, the Offer may represent a realistic exit
opportunity for the Shareholders to realise their entire investment for cash.

Any comparison of the Offer Price to the historical trading performance of the Shares
may not be meaningful given the Shares have been suspended since 14 January 2019.
Various material events and developments announced subsequent to the suspension of
the Shares (inter alia, matters pertaining to YFC Corporate Guarantee and BOC
Corporate Guarantee, disposal of JJP and Taixing Sunke, concerns on governance,
compliance and the possibly unclear state of affairs, the Disclaimer of Opinion on, inter
alia, going concern assumption, etc), which are likely to be price sensitive, and which
may possibly have implications for the transacted prices for the Shares, had trading for
Shares not been suspended. Hence, the last closing price for the Shares or traded prices
for Shares immediately preceding or prior to the Trading Halt Date may not be reflective
of the Company’s recent developments as well as the Group’s financial performance and
position.

Not fair or unfavourable comparison with the valuation of the Selected Comparable
Companies.

The valuation of the Group (as implied by the Offer Price and based on the Adjusted LTM
EBITDA and LTM Adjusted Loss After Tax) in terms of LTM EV/EBITDA and LTM PER
respectively, is negative and not meaningful.

In addition, the valuation of the Group in terms of P/NAV and P/NTA ratios (as implied by
the Offer Price and the Group’s NAV per Share and NTA per Share as at 31 December
2019) appears to be lower than any of the Selected Comparable Companies. We
understand from Management that Jiutian Chemical which has, infer alia, business
activities and products/services in the chemical industry and is based in the PRC, may be
the most comparable to the Company among the Selected Comparable Companies. The
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(e)

(viii)

(ix)

valuation of the Group (as implied by the Offer Price and the Group’s NAV or NTA per
Share as at 31 December 2019) in terms of both P/NAV and P/NTA ratios is significantly
lower than that for Jiutian Chemical. The Offer Price is lower than the estimated market
values of the Shares based on, inter alia, the Group’s NAV and NTA per Share as at 31
December 2019 and the simple average of P/NAV and P/NTA for the Selected
Comparable Companies, and after incorporating control premiums. The estimated market
values are subject to assumptions of, inter alia, resumption of trading for the Shares and
transferability of the Shares.

Generally reasonable or favourable comparison with the Selected Successful
Privatisations - the valuation of the Group as implied by the Offer Price in terms of
premiums/discounts over/from historical prices for the Shares. We note that any
comparison of the Offer Price to the historical trading performance of the Shares may not
be meaningful given that the Shares have been suspended since 14 January 2019, as
described in paragraph (vi) above.

Not fair or unfavourable comparison with the Selected Successful Privatisations as the
valuation of the Group (as implied by the Offer Price and NAV per Share) in terms of the
P/NAV ratio, and it appears to be out of the range, lower than the minimum and less
favourable as compared to any of the Selected Successful Privatisations.

When considered in the context of the shareholdings of the Offeror and its Concert
Parties at the start of the Offer as set out in the Offer Announcement and the Offer
Document, which is within the range and at the minimum for the percentage of
shareholding interest for each of the offeror and parties acting in concert as at the start for
the Selected Successful Privatisations, the valuation of the Group as implied by the Offer
Price in terms of both premiums/discounts over/from historical prices for the Shares is
generally comparable to the Selected Successful Privatisations, given inter alia the weak
financial performance (based on the Adjusted Loss After Tax) and financial position,
Disclaimer of Opinion, uncertainties on the Group’s ability to continue as a going concern,
and suspension etc.

Generally, reasonable or comparable with the Selected Successful Delistings - the
valuation of the Group as implied by the Offer Price in terms of premiums/discounts
over/from historical prices for the Shares. We note that any comparison of the Offer Price
to the historical trading performance of the Shares may not be meaningful given that the
Shares have been suspended since 14 January 2019, as described in paragraph (vi)
above.

Not fair or unfavourable comparison with the Selected Successful Privatisations
Delistings as the valuation of the Group (as implied by the Offer Price and NAV per Share)
in terms of the P/NAV ratio, and it appears to be to be out of the range, lower than the
minimum and less favourable as compared to any of the Selected Successful Delistings.

When considered in the context of the shareholdings of the Offeror and its Concert
Parties at the start of the Offer, as set out in the Offer Announcement and Offer
Document, which is within the range, and at the minimum for the Selected Successful
Delistings, the valuation of the Group as implied by the Offer Price in terms of both
premiums/discounts over/from historical prices for the Shares and the NAV per Share in
terms of P/NAV ratio, appears in general to be comparable to the Selected Successful
Delistings, given, inter alia, the weak financial performance (based on the Adjusted Loss
After Tax) and financial position, Disclaimer of Opinion, uncertainties on the Group’s
ability to continue as a going concern, and suspension etc.

Our analysis as set out in Section 9.2 of this Letter suggests that the Company’s dividend pay-
out or yield is relatively not favourable when compared to the Selected Comparable Companies
(save for Jiutian Chemical), and the dividend yield of STI ETF.

As at the Latest Practicable Date, the Offer is conditional upon the Minimum Acceptance
Condition. The Offeror is making the Offer with a view to delisting and privatising the Company.
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(9)

(h)

(i)

)

(k)

In the event, that the trading of Shares on the SGX-ST is suspended pursuant to Rule 724,
Rule 1105 or Rule 1303(1) of the Listing Manual, the Offeror has no intention to undertake or
support any action for any such trading suspension by the SGX-ST to be lifted. Further, when
entitled, the Offeror intends to exercise its right to compulsorily acquire all the Offer Shares not
acquired under the Offer. The Offeror will then proceed to delist the Company from the SGX-ST.

going concern assumption, which has been adopted in the preparation of the accompanying
financial statements, is appropriate.

Shares remain suspended.

We note that the Company is, inter alia, required to submit Resumption Proposals to the
Exchange with a view to resuming trading in its securities within 12 months of the date of

suspension. If no resumption proposals are received to enable trading to resume within 12

months of the date of suspension, the Exchange may remove the issuer from the Official List.
As at the Latest Practicable Date, it is already more than 12 months since the date of
suspension. There are significant uncertainties as to the ability of the Company to resume
trading and on whether the Company may continue to remain on (and not be removed from) the

Official List.

We note from Rule 729 of the Listing Manual that where the trading of securities of an issuer is

suspended, there must not be any transfers of securities, unless approved by the Exchange.

Accordingly, save for the Offer, the ability of Shareholders to exit or dispose or realise their

investments is limited, as trading for Shares has been suspended.

The Company was placed on financial criteria watch-list since 5 June 2018. The Company has
36 months from 5 June 2018 to meet the requirements to be removed from the watchlist under
the financial entry criteria, failure of which may subsequently result in the SGX-ST delisting the
Company or suspending trading in the Company’s Shares with a view to delisting the Company.
Whilst the Company has recorded consolidated pre-tax profit for the most recently completed
financial year, based on the audited FS2019, we note that, inter alia, there is a Disclaimer of
Opinion, and concerns on the Company’s ability to continue as a going concern. Furthermore,
the pre-tax profits for FY2019 included, inter alia, income or gain from the reversal of contingent
liabilities; reversal of impairment loss of PPE; gain on disposal of Taixing Sunke, and that if
such income or gain are excluded from the Group’s pre-tax profits, the Group would have
registered a pre-tax loss for FY2019. Moreover, the average market capitalisation of the
Company was less than S$40 million for the last 6 months prior to the Last Trading Day or the
last transacted price. The Last Trading Day was prior to suspension and more than 6 months
prior to the Latest Practicable Date. There is no assurance or certainty that the Company will be
able to satisfy the SGX-ST and meet the criteria for it to be removed from the financial watch list.

Significant uncertainties and risks associated with ownership of the Shares. There are, inter alia,
significant uncertainties (“Uncertainties”) described in this Letter and where applicable the
Circular, with regards to the Group’s state of affairs, inter alia, the ability to continue as a going
concern, matters as described in the Disclaimer of Opinion, suspension, SGX-ST’s notice of
compliance in relation to the letters of demand received by the Company’s wholly owned
subsidiaries, and the circumstances and announcements made as well as the outstanding
regulatory requirements for, inter alia, “ratification” of past interested persons transactions,

findings, recommendations and implementations (if any) of the Special Audit.
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Disclaimer of Opinion issued by the Independent Auditor for the FS2019, and the Independent
Auditor’s statements therein, inter alia, that they were unable to conclude whether the use of the

Suspension of trading of Shares on 14 January 2019, arising from concerns on the Group’s
ability to continue as a going concern pursuant to demands arising from YFC Corporate
Guarantee and BOC Corporate Guarantee extended to purported third parties. In the event the
Company is unable to resolve, inter alia, these issues to the satisfaction of the SGX-ST, the
Company’s Shares may remain suspended. As at the Latest Practicable Date, the Company’s

The Directors’ confirmation that (a) no other third parties have approached the Company with
an intention to make an offer for the Company; and (b) apart from the Offer being made by the
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Offeror, no other third party has made a firm offer for the Company as at the Latest Practicable
Date.

0] Other considerations are set out in paragraph 9 or other such sections of this Letter.

In summary, having regard to our analysis and the consideration in this Letter and after having
considered carefully the information available to us and based on market, economic and other
relevant conditions prevailing as at the Latest Practicable Date, and subject to, inter alia, our terms of
reference and earlier analysis, and confirmations from the Directors that, inter alia, there is no
alternative offer, the Offer being a voluntary offer and that save for the Offer, the ability of
Shareholders to exit or dispose or realise their investments is limited, as trading for Shares has been
suspended, the Offer represents a realistic opportunity for Shareholders to exit or dispose or realise
their investments, and for those Shareholders who are not prepared to bear the aforesaid risks
associated with the Company a clean cash exit opportunity provided through the Offer. There are,
inter alia, significant Uncertainties with regards to the Group as described in this Letter. In addition,
the Offer Price is lower than the estimated market values for the Shares as described in Section 8.3 of
this Letter. Accordingly, we are of the opinion that the financial terms of the Offer is, on balance, NOT
FAIR BUT REASONABLE.

For the purposes of evaluation of the Offer from a financial point of view, we have adopted the
approach that the term “fair and reasonable” comprises two distinct concepts:

(i) Whether the Offer is “fair” relates to the value of the offer price or consideration compared against
the value of the securities subject to the offer (or Shares), which is based strictly on the evaluation
of the Offer Price (i.e. by looking at the financial or fundamental analyses of the Offer Price as set
out in this Letter and based on information known to us or which is publicly available). An offer is
“fair” if the price offered is equal to or greater than the value of the Offeree Securities.

(i) Whether the Offer is “reasonable”, after taking into consideration the actual and potential financial
impact of other circumstances surrounding the Offer and the Company which we consider
relevant (being both quantitative and qualitative factors available and made known to us). This
includes but are not limited to, other matters, such as the existing voting rights in the offeree
company held by the offeror and its concert parties and the market liquidity of the offeree
securities.

We consider the financial terms of the Offer to be NOT FAIR, from a financial point of view after
factoring, inter alia, the following: -

(i) The substantial discounts of approximately 83.5% and 83.2% from the Group’s NAV per Share
and NTA per Share respectively as at 31 December 2019.

(ii) Not fair or unfavourable comparison with the valuation of the Selected Comparable Companies.
in terms P/NAV or P/NTA ratios. Furthermore, the valuation of the Group (as implied by the
Offer Price) and based on the Adjusted LTM EBITDA and Adjusted Loss After Tax in terms of
LTM EV/EBITDA and LTM PER is negative and may not be meaningful.

The comparisons were made taking into account, inter alia: (a) the Group’s relatively weaker
financial position (in terms of total liabilities to shareholders’ equity and total borrowings to
shareholders’ equity ratios); (b) Group’s financial performance in terms of the LTM ROE and
LTM net profit margin based on the LTM Adjusted Loss After Tax, which is relatively weaker as
compared to the other Selected Comparable Companies, save for Jiutian Chemical; and (c) the
Uncertainties.

(i) Not fair or unfavourable comparison with the Selected Successful Privatisations as the
valuation of the Group (as implied by the Offer Price and NAV per Share) in terms of the P/NAV
ratio, and it appears to be out of the range, lower than the minimum and less favourable than
any of the Selected Successful Privatisations.
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(iv)

(v)

(vi)

(vii)

Not fair or unfavourable comparison with the Selected Successful Delistings as the valuation of
the Group (as implied by the Offer Price and NAV per Share) in terms of the P/NAV ratio,
appears to be less favourable as compared to any of the Selected Successful Delistings.

The Offer Price is lower than the estimated market values for the Shares as described in
Section 8.3 of this Letter. We further note that the results from the analysis based on, inter alia,
the Selected Comparable Companies, the Selected Successful Privatisations and the Selected
Successful Delistings are all not fair.

Not fair or unfavourable comparison in terms of dividend payout or yield when compared to the
Selected Comparable Companies (save for Jiutian Chemical), and the dividend yield for STI
ETF.

The Disclaimer of Opinion issued by the Independent Auditors for the FS2019, and, inter alia,
their inability to ascertain, or verify, or determine (as may be applicable) the various matters
stated therein, thereby limiting the reliance on the use of the information in FS2019 for analysis.

We consider the financial terms of the Offer to be, on balance, REASONABLE, from a financial point
of view after factoring, inter alia, the following: -

(i)

(ii)

(iii)

(iv)

Generally reasonable or favourable comparison with the Selected Successful Privatisations,
and reasonable or comparable with the Selected Successful Delistings with regards to the
valuation of the Group as implied by the Offer Price in terms of premiums/discounts over/from
historical prices for the Shares, given, inter alia, the weak financial performance (based on the
Adjusted Loss After Tax) and financial position, Disclaimer of Opinion, uncertainties on the
Group’s ability to continue as a going concern, or ability to meet the criteria for removal from
the financial watch list and suspension etc.

The Offer Price represents a premium of approximately 27.3% over the last transacted price of
S$0.022 per Share for the Shares on the SGX-ST on 4 January 2019, being the Last Trading
Day immediately preceding the Trading Halt Date, and premiums of approximately 16.7% and
40.0% over the VWAP for the Shares for the Period for 6-months and 1-month periods prior to
the Last Trading Day respectively.

Any comparison of the Offer Price to the historical trading performance of the Shares may not
be meaningful given the Shares have been suspended since 14 January 2019. Various
material events and developments announced subsequent to the suspension of the Shares
(inter alia, matters pertaining to YFC Corporate Guarantee and BOC Corporate Guarantee,
disposal of JJP and Taixing Sunke, concerns on governance, compliance and the possibly
unclear state of affairs, the Disclaimer of Opinion on, inter alia, going concern assumption, etc),
which are likely to be price sensitive may possibly have implications for the transacted prices
for the Shares, had trading for Shares not been suspended. Hence, the last closing price for the
Shares or traded prices for Shares immediately preceding or prior to the Trading Halt Date may
not be reflective of the Company’s recent developments as well as the Group’s financial
performance and position. This has implications on the analysis of the Offer Price in terms of
historical premiums on its own or for comparisons with Selected Successful Privatisations and
Selected Successful Delistings.

Low liquidity for the Shares (in terms of daily average trading volume) and frequency of trading
of Shares even prior to suspension, and the Offer Announcement Date. Various material events
and developments announced after the suspension of the Shares (which are likely to be price
sensitive) may possibly have implications for the transacted prices for the Shares, had trading
for Shares not been suspended. Hence, the last closing price for the Shares or traded prices for
Shares immediately preceding or prior to the Trading Halt Date may not be reflective of the
Company’s recent developments as well as the Group’s financial performance and position.
There is no assurance that after the Offer and in the event that the suspension for trading of
Shares is lifted, that the prices for which Shares will be traded or its liquidity will be maintained
at levels prior to suspension (or that prices for Shares will be more than the Offer Price). Given
the low liquidity of the Shares (in terms of number of Shares traded on a daily basis) and the
frequency of trading during the periods observed even before suspension, the Offer may
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represent a realistic exit opportunity for the Shareholders to realise their entire investment for
cash.

(v)  The Uncertainties as described in this Letter and where applicable the Circular, with regards to
the Group’s state of affairs, inter alia, the ability to continue as a going concern, matters as
described in the Disclaimer of Opinion, suspension, SGX-ST’s notice of compliance in relation
to the letters of demand received by the Company’s wholly owned subsidiaries and the
circumstances and announcements made as well as the outstanding regulatory requirements
for, inter alia, “ratification” of past interested persons transactions, findings and implementations
(if any) of the Special Audit.

(vi)  Significant uncertainties as to the ability of the Company to resume trading for its Shares and
on whether the Company may continue to remain on (and not be removed from) the Official List.

(vii)  No assurance or certainty that the Company will be able to satisfy the SGX-ST and meet the
criteria for it to be removed from the financial watch list.

(viii) Under Rule 729 of the Listing Manual, where the trading of securities of an issuer is suspended,
there must not be any transfers of securities, unless approved by the Exchange. Accordingly,
save for the Offer, the ability of Shareholders to exit or dispose or realise their investments is
limited, as trading for Shares has been suspended. The Offer represents a realistic opportunity
for Shareholders to exit or dispose or realise their investments, and for those Shareholders who
are not prepared to bear the aforesaid risks associated with the Company a clean cash exit
opportunity provided through the Offer.

(ix)  The Director's confirmation that (a) no other third parties have approached the Company with
an intention to make an offer for the Company; and (b) apart from the Offer being made by the
Offeror, no other third party has made a firm offer for the Company as at the Latest Practicable
Date.

ACA’s Recommendation on the Offer

Based on our assessment of the financial terms of the Offer, which is NOT FAIR BUT
REASONABLE as set out above, we advise the Independent Directors that they should
recommend that Shareholders ACCEPT the Offer. This is despite our views that the Offer
being “not fair”, the Offer is “reasonable” after taking into consideration other matters as well
as the value of the Shares. In addition, the Offer represent a realistic opportunity for
Shareholders to realise their entire investment in cash taking into account, inter alia: the
traded prices and low liquidity for the Shares (in terms of daily average trading volume) prior to
the suspension or the Offer Announcement Date and the uncertainty as to whether the traded
prices or volumes of Shares traded or its frequency will be maintained at levels prior to suspension;
the Uncertainties with regards to the Group’s state of affairs, inter alia, the Escrow Accounts remain
restricted as at the Latest Practicable Date; the ability to continue as a going concern; ability of the
Company to resume trading for its Shares; whether the Company may continue to remain on (and
not be removed from) the Official List; no assurance or certainty that the Company will be able to
satisfy the SGX-ST, inter alia, to meet the criteria for it to be removed from the financial watch list;
and in the absence of an alternative offer.

Further under Rule 729 of the Listing Manual, where the trading of securities of an issuer is
suspended, there must not be any transfers of securities, unless approved by the Exchange.
Accordingly, save for the Offer, the ability of Shareholders to exit or dispose or realise their
investments is limited, as trading for Shares has been suspended. The Offer represents a realistic
opportunity for Shareholders to exit or dispose or realise their investments, and for those
Shareholders who are not prepared to bear the aforesaid risks associated with the Company a clean
cash exit opportunity provided through the Offer.

Matters to highlight

We would also wish to highlight the following matters which may affect the decisions or actions of
Shareholders: —
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1. If the Shareholders are considering selling their Offer Shares in the open market, they should
note that trading for the Shares has been suspended. Further, under Rule 729 of the Listing
Manual, where the trading of securities of an issuer is suspended, there must not be any
transfers of securities, unless approved by the Exchange.

2. The Offeror in Section 1.6 of Appendix 1 of the Offer Document has stated that the Offeror
reserves the right to revise the terms of the Offer at such time and in such manner as it may
consider appropriate. If the Offer is revised, the Offer will remain open for acceptance for at
least 14 days from the date of despatch of the written notification of the revision to
Shareholders. In any case where the terms are revised, the benefit of the Offer (as so revised)
will be made available to each of the Shareholders who had previously accepted the Offer.

3. Whilst the possibility of a higher offer from a third party cannot be ruled out, as at the Latest
Practicable Date, we are not aware of any publicly available evidence of an alternative offer for
the Shares. Shareholders should be aware that the chances of such an alternative offer for
Shares being made by a third party may be affected by the fact that as at the Latest Practicable
Date, the Shares are suspended and there are, inter alia, Uncertainties.

4. The Offeror is making the Offer with a view to delist or privatise the Company from the SGX-ST
and if entitled to under the Companies Act, the Offeror intends to compulsorily acquire all the
Offer Shares.

5. In the event the Company does not meet the free float requirement, the Offeror does not intend
to preserve the listing status of the Company.

6. In the event that the trading of Shares on the SGX-ST is suspended pursuant to Rule 724, Rule
1105 or Rule 1303(1) of the Listing Manual, the Offeror has no intention to undertake or support
any action for any such trading suspension by the SGX-ST to be lifted.

7. The Directors confirmed that as at the Latest Practicable Date and save for matters disclosed in
the Circular, this Letter and the audited financial statements for the Group for FY2019, there
has been no material changes to the Group’s assets and liabilities, financial position, condition
and performance.

8. Our scope does not require us and we have not made any independent evaluation of the Group
(including without limitation, market value or economic potential) or appraisal of the Group’s
assets and liabilities (including without limitation, property, plant and equipment and assets held
for sale) or contracts entered into by the Company or the Group and we have not been
furnished with any such evaluation and appraisal in respect of assets and liabilities (if any) held
or contracts entered into by the Group. With respect to such valuation, we are not experts in the
evaluation or appraisal of assets and liabilities (including without limitation, property, plant and
equipment and assets held for sale where applicable) including, inter alia, the contracts that the
Group has embarked upon or are about to embark upon and have relied on the opinion of the
Directors.

Limitations

It is also to be noted that as trading of the Shares is subject to possible market fluctuations and
accordingly, in the event that the Company resumes trading in the future, our advice on the Offer
does not and cannot take into account the future trading activities or patterns or price levels that may
be established for the Shares since these are governed by factors beyond the ambit of our review and
also such advice, if given, would not fall within our terms of reference in connection with the Offer.

For our opinion and recommendation, we have not had regard to the general or specific investment
objectives, financial situation, tax position, risk profiles or unique needs and constraints or plans of
any individual Shareholder, or group of Shareholders. As different Shareholders or groups of
Shareholders would have different investment profiles and objectives, we would advise Independent
Directors to recommend that any individual Shareholder or group of Shareholders who may require
advice in the context of his specific investment portfolio, including his investment in the Company,
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should consult his stockbroker, bank manager, solicitor, accountant, tax adviser or other professional
adviser immediately.

1. ACTION TO BE TAKEN BY SHAREHOLDERS

Shareholders may choose to accept the Offer in respect of all or part of their holdings of the Offer
Shares. Shareholders who wish to accept the Offer must do so not later than 5.30 P.M.
(SINGAPORE TIME) ON THE CLOSING DATE. Shareholders who wish to accept the Offer should
follow the “Procedures for Acceptance” as set out in Appendix 2 to the Offer Document.

Shareholders who do not wish to accept the Offer need not take any further action in respect of the
Offer Document, the FAA and the FAT and any related documents which have been sent to them.

The detailed procedures for acceptance and settlement of the Offer are set out in Appendices 1 and 2
to the Offer Document. Information pertaining to CPFIS Investors and SRS Investors can also be
found in Section 14 of the Offer Document.

This Letter is addressed to the Independent Directors in connection with and for the sole purpose of
their evaluation of the financial terms of the Offer. Whilst a copy of this Letter may be included in the
Circular, neither the Company nor the Directors nor the Shareholders, may reproduce, disseminate or
quote this Letter (or any part thereof) for any other purpose at any time and in any manner without the
prior written consent of ACA in each specific case. This opinion is governed by, and construed in
accordance with, the laws of Singapore, and is strictly limited to the matters and the scope of our
appointment stated herein and does not apply by implication to any other matter. Save as disclosed,
nothing herein shall confer or be deemed or is intended to confer any right of benefit to any third party
and the Contracts (Rights of Third Parties) Act Chapter 53B and any re-enactment thereof shall not

apply.

The recommendations made by the Independent Directors to the Independent Shareholders in
relation to the Offer and the issue of the Circular (as well as any information therein) shall remain the
sole responsibility of the Independent Directors and the Directors respectively.

Yours faithfully,

For and on behalf of

ASIAN CORPORATE ADVISORS PTE. LTD.

H.K. LIAU FOO QUEE YIN
MANAGING DIRECTOR MANAGING DIRECTOR
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4.2,

4.3.

4.4.

DIRECTORS OF THE COMPANY

The names, addresses and designations of the Directors as at the Latest Practicable Date are set
out below:

Name Address Designation
Sun Li Hua c/o 112 Robinson Road, #11-01 Robinson 112, Executive Director and Chief
Singapore 068902 Executive Officer

Koh Poh Beng c/o 112 Robinson Road, #11-01 Robinson 112,  Lead Independent Director
Singapore 068902

Lua Poh Huat c/o 112 Robinson Road, #11-01 Robinson 112,  Independent Director
Singapore 068902

REGISTERED OFFICE OF THE COMPANY

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

LEGAL STATUS AND PRINCIPAL ACTIVITY OF THE COMPANY

The Company was incorporated in Singapore on 27 May 2004 and was listed on the Mainboard of
the SGX-ST on 5 February 2007. The principal activity of the Company and its subsidiaries is the
manufacture and sale of chemical products in the PRC.

SHARE CAPITAL OF THE COMPANY
Number and Class of Shares

The Company has one (1) class of shares, being the Shares. The Shares are quoted and listed on
the Mainboard of SGX-ST.

As at the Latest Practicable Date, the total issued and paid-up share capital of the Company is
approximately S$$76,530,402 comprising 533,650,641 Shares (including 1,650,000 treasury
Shares).

Rights of Shareholders in respect of capital, dividends and voting

The rights of Shareholders in respect of capital, dividends and voting are contained in the
Constitution. An extract of the relevant provisions in the Constitution relating to the rights of
Shareholders in respect of capital, dividends and voting are set out in Appendix C to this Circular.
The Constitution is available for inspection at the office of the Company’s share registrar, Tricor
Barbinder Share Registration Services at 80 Robinson Road, #11-02, Singapore 068898.

Number of Shares issued since the end of the last financial year
No new Shares have been issued by the Company since 31 December 2019, being the end of the
last financial year, up to the Latest Practicable Date.

Convertible instruments

As at the Latest Practicable Date, there are no outstanding instruments convertible into, rights to
subscribe for, and options in respect of, securities being offered for or which carry voting rights
affecting the Shares in the Company.
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SUMMARY OF FINANCIAL INFORMATION
Consolidated Statement of Comprehensive Income

A summary of the audited consolidated statements of comprehensive income of the Group for the
financial years ended 31 December 2017, 31 December 2018 and 31 December 2019 are set out
below:

Financial year Financial year Financial year

ended 31 ended 31 ended 31
December December December
2019 2018 2017
RMB’000 RMB’000 RMB’000

(Re-presented)

Continuing operations

Revenue 940,381 1,577,098 2,246,712
Cost of sales (934,547) (1,543,832) (2,084,536)
Gross profit 5,834 33,266 162,176
Other income

- Interest 1,903 1,822 585
- Others 387,479 41,935 13,218
Distribution expenses (4,844) (37,070) (40,170)
Administrative expenses (93,286) (142,700) (103,138)
Other operating expenses (177,412) (510,032) (13,305)
Finance costs (48,753) (73,062) (73,365)
Profit/(Loss) before taxation 70,921 (685,841) (53,999)
Taxation (16) (600) (1,018)
Profit/(Loss) after taxation from 70,905 (686,441) (55,017)

continuing operations

Discontinued operations
Profit from discontinued operations, net of tax 20,815 13,045 32,154

Profit/(Loss) for the year 91,720 (673,396) (22,863)

Other comprehensive income after tax:

(Item that may be reclassified

subsequently to profit or loss)

Foreign currency translation 203 809 (574)

Total comprehensive profit/(loss) for the year 91,923 (672,587) (23,437)

Profit/(Loss) attributable to:

Owners of the Company 93,363 (630,678) (20,322)
Non-controlling interests (1,643) (42,718) (2,541)
Profit/(Loss) for the year 91,720 (673,396) (22,863)

Profit/(Loss) attributable to owners
of the Company:

Profit/(Loss) from continuing operations 72,548 (643,723) (52,476)
Profit from discontinued operations 20,815 13,045 32,154
93,363 (630,678) (20,322)
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Financial year Financial year Financial year

ended 31 ended 31 ended 31
December December December
2019 2018 2017
RMB’000 RMB’000 RMB’000

(Re-presented)

Total comprehensive profit/(loss)
attributable to:

Owners of the Company 93,566 (629,869) (20,896)
Non-controlling interests (1,643) (42,718) (2,541)
Total comprehensive profit/(loss) for the year 91,923 (672,587) (23,437)

RMB Cents RMB Cents RMB Cents

(Re-presented)
Earnings/ (Loss) per share for loss from:
Basic and diluted loss per share

- loss for the year 17.5 (118.5) (3.8)
- continuing operations 13.6 (121.0) (9.9)
- discontinued operations 3.9 2.5 6.1

The above summary of financial information should be read together with the audited consolidated
financial statements of the Group for the relevant financial years, and related notes thereto, copies
of which are available for inspection at the office of the Company’s share registrar, Tricor Barbinder
Share Registration Services at 80 Robinson Road, #11-02, Singapore 068898 during normal
business hours for the period for which the Offer remains open for acceptance.

The audited consolidated financial statements of the Group for the financial years ended 31
December 2018 and 31 December 2019 are respectively set out in Appendix D and Appendix E
to this Circular.

Statement of Financial Position

A summary of the audited consolidated statement of financial position of the Group as at 31
December 2019 is set out below:

As at 31
December
2019
RMB’000
ASSETS
Non-current assets
Property, plant and equipment 131,431
Right-of-use assets 207,419
Intangible assets 7,178
Freehold land / Land use rights 12,577
Investment in subsidiaries -
Deferred tax assets -
Value-added tax recoverable -
Fixed deposits - pledged -
358,605
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As at 31
December
2019
RMB’000
Current assets
Inventories 24,058
Trade and other receivables 596,748
Cash and cash equivalents 789,169
1,409,975
Assets of disposal group
classified as held for sale -
1,409,975
Total assets 1,768,580
EQUITY AND LIABILITIES
Capital and Reserves
Share capital 291,516
Treasury shares (1,575)
(Accumulated losses)/Retained earnings (132,768)
Other reserves 285,276
442,449
Non-controlling interests (124,020)
Total equity 318,429
Non-current liabilities
Borrowings -
Lease liabilities 705
Deferred tax liabilities 7,500
8,205
Current liabilities
Borrowings 397,431
Trade and other payables 997,120
Provision for restoration costs 45,573
Lease liabilities 486
Provision for contingent liability — Corporate guarantees -
Income tax payable 1,336
1,441,946
Liabilities of disposal group classified as held for sale -
1,441,946
Total liabilities 1,450,151
Total equity and liabilities 1,768,580

The above summary of financial information should be read together with the audited consolidated
financial statements of the Group for the relevant financial year and related notes thereto, a copy of
which is available for inspection at the office of the Company’s share registrar, Tricor Barbinder
Share Registration Services at 80 Robinson Road, #11-02, Singapore 068898 during normal
business hours for the period for which the Offer remains open for acceptance.

The audited consolidated financial statements of the Group for the financial year ended 31
December 2019 are set out in Appendix E to this Circular.
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5.3.

5.4.

7.2.

Significant Accounting Policies

A summary of the significant accounting policies of the Group is set out in Note 2 to the audited
consolidated financial statements of the Group for the financial year ended 31 December 2019,
which are set out in Appendix E to this Circular.

Save as disclosed in publicly available information on the Group (including but not limited to the
disclaimer of opinion issued by the Company’s independent auditor, Foo Kon Tan LLP, in their
report on the audited consolidated financial statements of the Group for the financial year ended 31
December 2019 as set out in Appendix E to this Circular), there are no significant accounting
policies or any points from the notes to the financial statements which are of major relevance for
the interpretation of the accounts.

Change in Accounting Policies

Save as disclosed in this Circular and in publicly available information on the Group, as at the
Latest Practicable Date, there is no change in the accounting policies of the Group since 31
December 2019, being the date of the last published audited accounts of the Group, which will
cause the figures as disclosed in this Circular not to be comparable to a material extent.

MATERIAL CHANGES IN FINANCIAL POSITION

Save as disclosed in this Circular and in publicly available information on the Company (including
but not limited to the audited consolidated financial statements of the Group for the financial year
ended 31 December 2019 as set out in Appendix E to this Circular and the announcements
released by the Company in respect of its financial results or other matters), as at the Latest
Practicable Date, there have been no known material changes in the financial position of the
Company since 31 December 2019, being the date to which the Company’s last published audited
accounts were made up.

DISCLOSURE OF INTERESTS OF THE IFA
Interests of the IFA in Company Securities in the Company

Neither the IFA, its related corporations nor any of the funds whose investments are managed by
the IFA on a discretionary basis owns or controls any Company Securities as at the Latest
Practicable Date.

Dealings in Company Securities by the IFA

Neither the IFA, its related corporations nor any of the funds whose investments are managed by
the IFA on a discretionary basis has dealt for value in the Company Securities during the Relevant
Period.

DISCLOSURE OF INTERESTS
Interests of Directors and Substantial Shareholders of the Company

(a) The table below sets out the interests of Directors and Substantial Shareholders in the
Company as at the Latest Practicable Date, based on the information in the Company’s
Register of Directors’ Shareholdings and the Register of Substantial Shareholders

respectively.
Direct Interest Deemed Interest Total Interest
No. of Shares %™ No.of Shares %" No. of Shares %"

Name of Directors
Sun Li Hua® - - - - - -
Koh Poh Beng - - - - - -
Lua Poh Huat 2,504,000 0.47 - - 2,504,000 0.47
Substantial Shareholders
Whitefield Capital Inc. 329,152,241 61.87 - - 329,152,241 61.87
Hu Yanping® - — 329,152,241® 61.87 329,152,241 61.87
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8.2.

8.3.

8.4.

8.5.

Notes:
(1) Based on 532,000,641 Shares as at the Latest Practicable Date.
2) Hu Yanping is the sister-in-law of Sun Li Hua.

(3) Hu Yanping is deemed interested in 329,152,241 Shares held by Whitefield Capital Inc. pursuant to Section
7 of the Companies Act as Whitefield Capital Inc. is wholly owned by Hu Yanping.

(b) Save as disclosed in paragraph 8.1(a) above, none of the Directors has any direct or
deemed interest in the Company Securities as at the Latest Practicable Date.

(¢) None of the Directors has dealt for value in the Company Securities during the Relevant
Period.

Interests of the Company and the Directors in the Offeror

(a) As at the Latest Practicable Date, none of the Directors or the Company has any direct or
deemed interest in the shares of the Offeror or convertible securities, warrants, options and
derivatives in respect of the shares of the Offeror (collectively, “Offeror Securities”) and for
the purposes of this paragraph:

“convertible securities” refers to securities convertible or exchangeable into new shares or
existing shares in the company;

“derivatives” includes any financial product whose value in whole or in part is determined
directly or indirectly by reference to the price of an underlying security or securities;

“options” refers to options to subscribe for or purchase new shares or existing shares in the
company; and

“warrants” refers to rights to subscribe for or purchase new shares or existing shares in the
company.

(b)  None of the Directors or the Company has dealt for value in any Offeror Securities during the
Relevant Period.

Director’s Intentions

Mr Lua Poh Huat has confirmed that he will be accepting the Offer in respect of his Shares.

Directors’ Service Contracts

As at the Latest Practicable Date, (a) there are no service contracts between any Director or
proposed director with the Company or any of its subsidiaries with more than 12 months to run,
which the employing company cannot, within the next 12 months, terminate without payment of
compensation; and (b) there were no service contracts entered into or amended between any
Director or proposed director and the Company or any of its subsidiaries during the period
commencing six (6) months prior to the Offer Announcement Date and ending on the Latest
Practicable Date.

Arrangement affecting Directors

As at the Latest Practicable Date:

(a) there are no payments or other benefits which will be made or given to any Director or any
director of any corporation, which is by virtue of Section 6 of the Companies Act, deemed to

be related to the Company, as compensation for loss of office or as consideration for or in
connection with his retirement from office or otherwise in connection with the Offer;
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10.

(b) there are no agreements or arrangements made between any Director and any other person
in connection with or conditional upon the outcome of the Offer; and

(c) none of the Directors has a material personal interest, whether direct or indirect, in any
material contract entered into by the Offeror.

MATERIAL CONTRACT WITH INTERESTED PERSONS

Save as disclosed in Appendix B2 to this Circular, neither the Company nor any of its subsidiaries
has entered into material contracts (not being contracts entered into in the ordinary course of
business of the Group) with persons who are Interested Persons (as defined below), during the
period commencing three (3) years before the Offer Announcement Date and ending on the Latest
Practicable Date.

An “Interested Person”, as defined in the Note on Rule 24.6 of the Code read with the Note on
Rule 23.12 of the Code, is:

(i) a director, chief executive officer, or Substantial Shareholder of the Company;

(i) the immediate family of a Director, the chief executive officer, or a Substantial Shareholder
(being an individual) of the Company;

(iii)  the trustees, acting in their capacity as such trustees, of any trust of which a Director, the
chief executive officer, or a Substantial Shareholder (being an individual) and his immediate
family is a beneficiary;

(iv) any company in which a Director, the chief executive officer, or a Substantial Shareholder
(being an individual) together and his immediate family together (directly or indirectly) have
an interest of 30% or more;

(v)  any company that is the subsidiary, holding company or fellow subsidiary of the Substantial
Shareholder (being a company); or

(vi) any company in which a Substantial Shareholder (being a company) and any of the
companies listed in (e) above together (directly or indirectly) have an interest of 30% or
more.

MATERIAL LITIGATION

As at the Latest Practicable Date, save as disclosed in any publicly available information on the
Group, none of the Company or its subsidiaries is engaged in any material litigation or arbitration
proceedings, either as plaintiff or defendant, which might materially and adversely affect the
financial position of the Company or its subsidiaries taken as a whole and the Directors are not
aware of any litigation, claims or proceedings pending or threatened against the Company or its
subsidiaries or any facts likely to give rise to any proceedings which might materially and adversely
affect the financial position of the Company and its subsidiaries taken as a whole.
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(A) CORPORATE GUARANTEES PROVIDED BY INTERESTED PERSONS (CORPORATE
GUARANTOR) IN RESPECT OF LOANS/ CREDIT FACILITIES PROVIDED BY LENDERS
TO COMPANY’S SUBSIDIARIES (BORROWER)

No. | Interested Company’s Lender Date of | Amount Term of loan/
Person subsidiary guarantee guaranteed | credit facility
(Corporate | (Borrower) contract (RMB)

Guarantor)

1. Jiangsu Jiangsu Agricultural 9 June 2016 | 260,000,000 | 9 June 2016 to 8
Yinyan Jurong Bank of China June 2019
Specialty Chemical Co., | Limited
Chemical Ltd (“Jiangsu | (Xiangshui Sub-

Co.,, Ltd Jurong”) branch)

2. Taixing Taixing Jurong | Industrial and 24  October | 100,000,000 | 24 October 2016 to
Jinyan Chemical Co., | Commercial 2016 24 October 2021
Chemical Ltd. (“Taixing | Bank of China

3. Technology | Jurong”) Limited (Taixing | 1 November | 100,000,000 | 1 November 2016
Co., Ltd Sub-branch) 2016 to 1 November
(“Taixing 2021
Jinyan”)

4. Jiangsu Jurong 15 April | 80,000,000 15 April 2020 to 14

Rural 2020 April 2021
Commercial
Bank Co., Ltd.
5. Yixing Yinyan | Bank of China 28 February | 450,000,000 | 28 February 2017
Import and Limited (Yixing 2017 to 28 February
Export Co., Sub-branch) 2019
Ltd. (“Yixing
6. Yinyan”) 27 February | 450,000,000 | 27 February 2018
2018 to 26 February
2020
7. 6 March | 450,000,000 | 6 March 2020 to 6
2020 March 2023

8. Yixing Jiangsu Industrial and 13 January | 200,000,000 | 14 January 2017 to
Danson Jurong Commercial 2017 31 December 2020
Technology Bank of China
Co,, Ltd Limited
(“Yixing (Xiangshui Sub-

Danson”) branch)

9. Kunshan Rural 24 May 2017 | 17,500,000 24 May 2017 to 23
Commercial May 2020
Bank (Xiangshui
Branch)

10. China 11 July 2018 | 100,000,000 | 11 July 2018 to 10
Construction July 2021
Bank
Corporation
(Xiangshui Sub-
branch)
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No. | Interested Company’s Lender Date of | Amount Term of loan/
Person subsidiary guarantee guaranteed | credit facility
(Corporate | (Borrower) contract (RMB)

Guarantor)
1. Taixing Jurong | China 18 July 2017 | 76,000,000 18 July 2017 to 18
Construction July 2019
Bank
Corporation
(Taixing Sub-
branch)
12. Shanghai 28 March | 80,000,000 | 28 March 2018 to
Pudong 2018 27 March 2019
Development
Bank Co., Ltd.
(Taizhou
Branch)
13. Jiangsu Taixing 12 40,000,000 12 December 2018
Rural December to 10 December
Commercial 2018 2019
Bank Co., Ltd.
14. 30 40,000,000 |30 September
September 2020 to 29
2020 September 2023
(B) CORPORATE GUARANTEES PROVIDED BY COMPANY’S SUBSIDIARIES (CORPORATE
GUARANTOR) IN RESPECT OF LOANS/ CREDIT FACILITIES PROVIDED BY LENDERS
TO INTERESTED PERSONS (BORROWER)

No. | Company’s | Interested Lender Date of | Amount Term of loan/
subsidiary | Person guarantee guaranteed | credit facility
(Corporate | (Borrower) contract (RMB)

Guarantor)
1. Yixing Taixing Jinyan | Bank of China 11 October | 70,000,000 11 October 2017 to
Yinyan Limited (Taixing | 2017 28 August 2018
Sub-branch)
2. 14 March | 90,000,000 | 14 March 2019 to
2019 11 March 2020
3. Jiangsu Taixing Jinyan | Bank of 13 July 2016 | 260,000,000 | 1 July 2016 to 1
Jurong Cangchu Co., | Communications January 2024
Ltd. Limited (Taizhou
Branch)
4. Yixing Danson | Jiangsu Yixing 16 March | 20,000,000 | 20 January 2017 to
Rural 2017 20 January 2019
Commercial
Bank Co., Ltd.
(Sales
Department)
5. Bank of 20 July 2017 | 120,000,000 | 20 July 2017 to 12
Communications July 2018
Limited (Wuxi
6. Branch) 10  August | 120,000,000 | 10 August 2018 to
2018 17 July 2019
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No. | Company’s | Interested Lender Date of | Amount Term of loan/
subsidiary Person guarantee guaranteed | credit facility
(Corporate | (Borrower) contract (RMB)

Guarantor)
7. 16 66,000,000 | 16 December2019
December to 13 December
2019 2020
8. China CITIC 27 October | 60,000,000 | 27 October2017 to
Bank 2017 27 October 2018
Corporation
9. Limited (Wuxi 30 60,000,000 30 November 2018
Branch) November to 30 November
2018 2019
10. 21 60,000,000 | 21 November 2019
November to 21 November
2019 2020
11. Taixing Jinyan | Bank of Jiangsu | 30 June | 50,000,000 | 30 June 2017 to 30
Co., Ltd. 2017 June 2018
(Taixing Sub-
12. branch) 25 July 2018 | 50,000,000 | 25 July 2018 to 20
June 2019
13. 1 July 2019 | 20,000,000 | 4 July 2019 to 24
June 2020
14. 20 July 2020 | 20,000,000 | 20 July 2020 to 12
July 2021
15. | Taixing Jiaxing Jinyan | Bank of Ningbo | 3 May 2018 | 50,000,000 | 24 April 2018 to 31
Jurong Chemical Co., | Co., Ltd. May 2021
Ltd (Jiaxing Branch)
16. China Everbright | 23 May 2018 | 20,000,000 | 23 May 2018 to 22
Bank Co., Ltd. May 2019
(Jiaxing Branch)
17. 15 April | 15,000,000 | 15 April 2019 to 14
2019 April 2020
18. 8 April 2020 | 17,000,000 | 14 April 2020 to 13
April 2021
19. Yixing Danson | Bank of China 18 219,000,000 | 18 November 2014
Limited (Yixing November to 31 December
Sub-branch) 2014 2018
20. 1 March | 70,000,000 1 March 2018 to 1
2018 March 2020
21. 14 March | 170,000,000 | 14 March 2019 to
2019 14 March 2021
22. Agricultural 22 January | 55,000,000 | 22 January 2017 to
Bank of China 2017 21 January 2020
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No. | Company’s | Interested Lender Date of | Amount Term of loan/
subsidiary Person guarantee guaranteed | credit facility
(Corporate | (Borrower) contract (RMB)

Guarantor)
23. Limited (Yixing 7 September | 25,000,000 7 September 2020
Branch) 2020 to 6 September
2023
24. Bank of 16 66,000,000 | 16 December 2019
Communications | December to 13 December
Limited (Wuxi 2019 2020
Branch)
25. Bank of Nanjing | 7 December | 30,000,000 12 October 2017 to
Co., Ltd. (Wuxi 2017 12 October 2018
Branch)
26. 13 February | 30,000,000 | 3 February 2019 to
2019 3 February 2020
27. 2 March | 30,000,000 | 26 February 2020
2020 to 25 February
2021
28. China 30 30,000,000 30 December 2017
Merchants Bank | December to 30 December
Co., Ltd. (Yixing | 2017 2018
Sub-branch)
29. 19 30,000,000 | 19 December 2018
December to 19 December
2018 2019
30. China 24 20,000,000 | 20 December 2019
Merchants Bank | December to 19 December
Co., Ltd. (Wuxi 2019 2020
Branch)
31. China CITIC 27 October | 60,000,000 27 October 2017 to
Bank 2017 28 October 2018
Corporation
32. Limited (Wuxi 30 60,000,000 | 30 November2018
Branch) November to 30 November
2018 2019
33. 20 60,000,000 | 20 November 2019
November to 20 November
2019 2020
34. Taixing Jinyan | Bank of Jiangsu | 30 June | 50,000,000 | 30 June 2017 to 30
Co., Ltd. 2017 June 2018
(Taixing Sub-
35. branch) 25 July 2018 | 50,000,000 | 25 July 2018 to 20
June 2019
36. 1 July 2019 | 20,000,000 | 4 July 2019 to 24
June 2020
37. 20 July 2020 | 20,000,000 | 20 July 2020 to 12

July 2021
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No. | Company’s | Interested Lender Date of | Amount Term of loan/
subsidiary Person guarantee guaranteed | credit facility
(Corporate | (Borrower) contract (RMB)

Guarantor)
38. (1) Shanghai 25  August | 500,000,000 | 10 August 2017 to
Pudong 2017 10 August 2023
Development
Bank Co., Ltd.
(2) Jiangsu
Taixing Rural
Commercial
Bank Co., Ltd.
39. China Minsheng | 5 September | 100,000,000 | 5 September 2017
Bank Corp., Ltd. | 2017 to 5 September
(Taizhou 2018
40. Branch) 10 100,000,000 | 10 December 2018
December to 10 December
2018 2019
41. 4 March | 80,000,000 | 9 March 2020 to 9
2020 March 2021
42. Jiangsu Suning 16 May 2018 | 50,000,000 |7 May 2018 to 6
Bank Co., Ltd. May 2019
43. 23 May 2019 | 50,000,000 | 23 May 2019 to 23
May 2020
44. 5 June 2020 | 50,000,000 | 2 June 2020 to 1
June 2021
45. Jiangsu Taixing | 8 October | 29,000,000 | 8 October 2018 to
Rural 2018 8 October 2021
Commercial
Bank Co., Ltd.
46. China CITIC 30 64,000,000 30 November 2018
Bank November to 30 November
Corporation 2018 2019
Limited (Taizhou
47. Branch) 19 64,000,000 21 November 2019
November to 21 November
2019 2020
48. Industrial and 20 May 2019 | 120,000,000 | 20 May 2019 to 20
Commercial May 2024
Bank of China
Limited (Taixing
Sub-branch)
49. Bank of Beijing 8 April 2020 | 50,000,000 | 8 April 2020 to 7

Co., Ltd.
(Nanjing
Branch)

April 2021
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OTHER MATERIAL CONTRACT BETWEEN COMPANY’S SUBSIDIARY AND INTERESTED

(C)
PERSON
No. | Date of | Name of parties Description Total Purchase Price
Invoice (RMB)
1. 29 June [ 1) Yixing Yinyan Sale of catalyst by Yixing | 94,745,345
2018 Yinyan to Taixing Jinyan
2) Taixing Jinyan

B2-6
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The provisions in the Constitution in relation to the rights of Shareholders in respect of capital, dividends
and voting are reproduced below.

All capitalised terms used in the following extracts shall have the same meanings ascribed to them in the
Constitution and/or the Companies Act, a copy of which is available for inspection at the offices of the
Company’s share registrar, Tricor Barbinder Share Registration Services at 80 Robinson Road, #11-02,
Singapore 068898.

(a) Rights in respect of capital
“ISSUE OF SHARES

3. (A)  Subject to the Act and to this Constitution, no shares may be issued by the Directors without
the prior approval of the Company in General Meeting pursuant to Section 161 of the Act, but
subject thereto and the terms of such approval, and to Article 5, and to any special rights attached
to any shares for the time being issued, the Directors may allot and issue shares or grant options
over or otherwise dispose of the same to such persons on such terms and conditions and for such
consideration and at such time and whether or not subject to the payment of any part of the
amount thereof in cash or otherwise as the Directors may think fit, and any shares may, subject to
compliance with Sections 70 and 75 of the Act, be issued with such preferential, deferred, qualified
or special rights, privileges, conditions or restrictions, whether as regards Dividend, return of
capital, participation in surplus assets and profits, voting, conversion or otherwise, as the Directors
may think fit, and preference shares may be issued which are or at the option of the Company are
liable to be redeemed, the terms and manner of redemption being determined by the Directors in
accordance with the Act, Provided Always that no options shall be granted over unissued shares
except in accordance with the Act and the Designated Stock Exchange’s listing rules.

(B) The Directors may, at any time after the allotment of any share but before any person has
been entered in the Register of Members as the holder, recognise a renunciation thereof by the
allottee in favour of some other person and may accord to any allottee of a share a right to effect
such renunciation upon and subject to such terms and conditions as the Directors may think fit to
impose.

(C) Except so far as otherwise provided by the conditions of issue or by this Constitution, all new
shares shall be issued subject to the provisions of the Statutes and of this Constitution with
reference to allotment, payment of calls, lien, transfer, transmission, forfeiture or otherwise.

4. The Company shall not exercise any right in respect of treasury shares other than as provided by
the Act. Subject thereto, the Company may hold or deal with its treasury shares in the manner
authorised by, or prescribed pursuant to, the Act.

5. (A)  Subject to any direction to the contrary that may be given by the Company in General
Meeting or except as permitted by the rules of the Designated Stock Exchange, all new shares
shall before issue be offered to such persons who as at the date (as determined by the Directors)
of the offer are entitled to receive notices from the Company of General Meetings in proportion, as
far as the circumstances admit, to the number of the existing shares to which they are entitled. The
offer shall be made by notice specifying the number of shares offered, and limiting a time within
which the offer, if not accepted, will be deemed to be declined, and, after the expiration of that time,
or on the receipt of an intimation from the person to whom the offer is made that he declines to
accept the shares offered, the Directors may dispose of those shares in such manner as they think
most beneficial to the Company. The Directors may likewise so dispose of any new shares which
(by reason of the ratio which the new shares bear to shares held by persons entitled to an offer of
new shares) cannot, in the opinion of the Directors, be conveniently offered under this Article 5(A).
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(B)  Notwithstanding Article 5(A) above, the Company may by Ordinary Resolution in General
Meeting give to the Directors a general authority, either unconditionally or subject to such
conditions as may be specified in the Ordinary Resolution, 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; and

(b)  (notwithstanding the authority conferred by the Ordinary Resolution may have ceased to be
in force) issue shares in pursuance of any Instrument made or granted by the Directors while
the Ordinary Resolution was in force,

Provided that-

(1)  the aggregate number of shares to be issued pursuant to the Ordinary Resolution
(including shares to be issued in pursuance of Instruments made or granted pursuant
to the Ordinary Resolution) shall be subject to such limits and manner of calculation
as may be prescribed by the Designated Stock Exchange;

(2) in exercising the authority conferred by the Ordinary Resolution, the Company shall
comply with the provisions of the listing rules of the Designated Stock Exchange for
the time being in force (unless such compliance is waived by the Designated Stock
Exchange) and this Constitution; and

(3)  (unless revoked or varied by the Company in General Meeting) the authority conferred
by the Ordinary Resolution shall not continue in force beyond the conclusion of the
Annual General Meeting of the Company next following the passing of the Ordinary
Resolution, or the date by which such Annual General Meeting of the Company is
required by law to be held, or the expiration of such other period as may be prescribed
by the Act (whichever is the earliest).

(C) The Company may, notwithstanding Articles 5(A) and 5(B) above, authorise the Directors not
to offer new shares to Members to whom by reason of foreign securities laws, such offers may not
be made without registration of the shares or a prospectus or other document, but to sell the
entitlements to the new shares on behalf of such Members on such terms and conditions as the
Company may direct.

6. The Company may pay commissions or brokerage on any issue of shares at such rate or amount
and in such manner as the Directors may deem fit. Such commissions or brokerage may be
satisfied by the payment of cash or the allotment of fully or partly paid shares or partly in one way
and partly in the other.

7. Where any shares are issued for the purpose of raising money to defray the expenses of the
construction of any works or buildings or the provision of any plant which cannot be made
profitable for a lengthened period, the Company may pay interest on so much of that share capital
(except treasury shares) as is for the time being paid up for the period and charge the same to
capital as part of the cost of the construction of the works or buildings or the provision of the plant,
subject to the conditions and restrictions mentioned in the Act.

8. (A)  Preference shares may be issued subject to such limitation thereof as may be prescribed by
the Designated Stock Exchange. Preference shareholders shall have the same rights as ordinary
shareholders as regards receiving of notices, reports and balance-sheets and attending General
Meetings of the Company, and preference shareholders shall also have the right to vote at any
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10.

General Meeting convened for the purpose of reducing capital or winding-up or sanctioning a sale
of the undertaking of the Company or where the proposal to be submitted to the General Meeting
directly affects their rights and privileges or when the Dividend on the preference shares is more
than six (6) months in arrears.

(B) The Company has power to issue further preference capital ranking equally with, or in
priority to, preference shares already issued.

VARIATION OF RIGHTS

(A)  Whenever the share capital of the Company is divided into different classes of shares, the
variation or abrogation of the special rights attached to any class may, subject to the provisions of
the Act, be made either with the consent in writing of the holders of three-quarters of the total
number of the issued shares of the class or with the sanction of a Special Resolution passed at a
separate General Meeting of the holders of the shares of the class (but not otherwise) and may be
so made either whilst the Company is a going concern or during or in contemplation of a winding-
up. To every such separate General Meeting all the provisions of this Constitution relating to
General Meetings of the Company and to the proceedings thereat shall mutatis mutandis apply,
except that the necessary quorum shall be two (2) or more persons holding at least one-third of the
total number of the issued shares of the class present in person or by proxy or attorney and that
any holder of shares of the class present in person or by proxy or attorney may demand a poll and
that every such holder shall on a poll have one (1) vote for every share of the class held by him
where the class is a class of equity shares within the meaning of Section 64(1) of the Act or at
least one (1) vote for every share of the class where the class is a class of preference shares
within the meaning of Section 180(2) of the Act, Provided Always that where the necessary
majority for such a Special Resolution is not obtained at such General Meeting, the consent in
writing, if obtained from the holders of three-quarters of the total number of the issued shares of
the class concerned within two (2) months of such General Meeting, shall be as valid and effectual
as a Special Resolution carried at such General Meeting.

(B)  The provisions in Article 9(A) shall mutatis mutandis apply to any repayment of preference
capital (other than redeemable preference capital) and any variation or abrogation of the rights
attached to preference shares or any class thereof.

(C) The special rights attached to any class of shares having preferential rights shall not, unless

otherwise expressly provided by the terms of issue thereof, be deemed to be varied by the creation

or issue of further shares ranking as regards participation in the profits or assets of the Company
in some or all respects pari passu therewith but in no respect in priority thereto.
ALTERATION OF SHARE CAPITAL

The Company may by Ordinary Resolution:-

(a) consolidate and divide all or any of its share capital;

(b)  sub-divide its shares, or any of them, provided always that in such subdivision the proportion
between the amount paid and the amount (if any) unpaid on each reduced share shall be
same as it was in the case of the share from which the reduced share is derived;

(c)  convert or exchange any class of shares into or for any other class of shares; and/or

(d)  cancel the number of shares which at the date of the passing of the resolution in that behalf

have not been taken or agreed to be taken by any person or which have been forfeited and
diminish the amount of its share capital by the number of the shares so cancelled.
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11.

12.

13.

14.

15.

(A) The Company may reduce its share capital or any other undistributable reserve in any
manner permitted, and with, and subject to, any incident authorised, and consent or confirmation
required, by law.

(B) The Company may purchase or otherwise acquire its issued shares subject to and in
accordance with the provisions of the Statutes and any applicable rules of the Designated Stock
Exchange (hereafter, the “Relevant Laws”), on such terms and subject to such conditions as the
Company may in General Meeting prescribe in accordance with the Relevant Laws. Any shares
purchased or acquired by the Company as aforesaid shall, unless held in treasury in accordance
with the Act, be deemed to be cancelled immediately on purchase or acquisition by the Company.
On the cancellation of any share as aforesaid, the rights and privileges attached to that share shall
expire. In any other instance, the Company may hold or deal with any such share which is so
purchased or acquired by it in such manner as may be permitted by, and in accordance with the
Relevant Laws. Without prejudice to the generality of the foregoing, upon cancellation of any share
purchased or otherwise acquired by the Company pursuant to this Constitution and the Statutes,
the number of issued shares of the Company shall be diminished by the number of shares so
cancelled, and, where any such cancelled share was purchased or acquired out of the capital of
the Company, the amount of share capital of the Company shall be reduced accordingly.

SHARE CERTIFICATES

(A)  Every certificate shall be issued under the Seal and shall bear the facsimile signatures or the
autographic signatures of at least any two Directors or one of the Director and the Secretary or
such other person as may be authorised by the Directors, and shall specify the number and class
of shares to which it relates, whether the shares are fully paid up or partly paid up, and the amount
(if any) unpaid thereon. The facsimile signatures may be reproduced by mechanical or other means
provided the method or system of reproducing signatures has first been approved by the Directors
of the Company. No certificate shall be issued representing shares of more than one class.

(B)  The provisions in this Article and in Articles 13 to 16 (so far as they are applicable) shall not
apply to transfer of book-entry securities.

(A)  The Company shall not be bound to register more than three (3) persons as joint holders of
a share except in the case of executors, trustees or administrators of the estate of a deceased
Member.

(B) In the case of a share held jointly by several persons, the Company shall not be bound to
issue more than one (1) certificate therefor and delivery of a certificate to any one (1) of the joint
holders shall be sufficient delivery to all.

Every person whose name is entered as a Member in the Register of Members shall be entitled,
within ten market days (or such period as the Directors may determine having regard to any
limitation thereof as may be prescribed by the Designated Stock Exchange from time to time) after
the closing date of any application for shares or (as the case may be) the date of lodgement of a
registrable transfer, to one certificate for all his shares of any one class or to several certificates in
reasonable denominations each for a part of the shares so allotted or transferred.

(A) Where a Member transfers part only of the shares comprised in a certificate or where a
Member requires the Company to cancel any certificate or certificates and issue new certificates
for the purpose of subdividing his holding in a different manner, the old certificate or certificates
shall be cancelled and a new certificate or certificates for the balance of such shares (in the case
of transfer) and the whole of such shares (in the case of sub-division) shall be issued in lieu thereof
and the Member shall pay (in the case of sub-division) a maximum fee of S$2.00 (or such other fee
as the Directors may determine having regard to any limitation thereof as may be prescribed by the
Designated Stock Exchange from time to time) for each new certificate. Where some only of the
shares comprised in a share certificate are transferred, the new certificate for the balance of such
shares shall be issued in lieu thereof without charge.
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16.

17.

18.

19.

20.

21.

22.

(B)  Any two or more certificates representing shares of any one class held by any Member may
at his request be cancelled and a single new certificate for such shares shall be issued in lieu
thereof without charge.

Subject to the provisions of the Statutes, if any share certificate shall be defaced, worn out,
destroyed, lost or stolen, it may be renewed on such evidence being produced and a written
indemnity (if required) being given by the shareholder, transferee, person entitled, purchaser,
member firm or member company of the Designated Stock Exchange or on behalf of its or their
client or clients as the Directors shall require, and (in case of defacement or wearing out) on
delivery up of the old certificate, and in any case on payment of such sum not exceeding S$2.00
(or such other fee as the Directors may determine having regard to any limitation thereof as may
be prescribed by the Designated Stock Exchange from time to time) as the Directors may from
time to time require. In the case of destruction, loss or theft, a shareholder or person entitled to,
and to whom such renewed certificate is given shall also bear the loss and pay to the Company all
expenses incidental to the investigations by the Company of the evidence of such destruction or
loss.

CALLS ON SHARES

The Directors may from time to time make calls upon the Members in respect of any moneys
unpaid on their shares but subject always to the terms of issue of such shares. A call shall be
deemed to have been made at the time when the resolution of the Directors authorising the call
was passed and may be made payable by instalments.

Each Member shall (subject to receiving at least fourteen (14) days’ notice specifying the time or
times and place of payment) pay to the Company at the time or times and place so specified the
amount called on his shares. The joint holders of a share shall be jointly and severally liable to pay
all calls in respect thereof. A call may be revoked or postponed as the Directors may determine.

If a sum called in respect of a share is not paid before or on the day appointed for payment thereof,
the person from whom the sum is due shall pay interest on the sum from the day appointed for
payment thereof to the time of actual payment at such rate (not exceeding ten per cent. per annum)
as the Directors may determine but the Directors shall be at liberty in any case or cases to waive
payment of such interest in whole or in part.

Any sum which by the terms of issue of a share becomes payable upon allotment or at any fixed
date shall for all the purposes of this Constitution be deemed to be a call duly made and payable
on the date on which by the terms of issue the same becomes payable. In the case of non-
payment, all the relevant provisions of this Constitution as to payment of interest and expenses,
forfeiture or otherwise shall apply as if such sum had become payable by virtue of a call duly made
and notified.

The Directors may on the issue of shares differentiate between the holders as to the amount of
calls to be paid and the times of payment.

The Directors may if they think fit receive from any Member willing to advance the same all or any
part of the moneys uncalled and unpaid upon the shares held by him and such payment in
advance of calls shall extinguish pro tanto the liability upon the shares in respect of which it is
made and upon the moneys so received (until and to the extent that the same would but for such
advance become payable) the Company may pay interest at such rate (not exceeding eight per
cent. per annum) as the Member paying such sum and the Directors may agree. Capital paid on
shares in advance of calls shall not, whilst bearing interest, confer a right to participate in profits.
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23.

24.

25.

26.

27.

28.

29.

30.

FORFEITURE AND LIEN

If a Member fails to pay in full any call or instalment of a call on the due date for payment thereof,
the Directors may at any time thereafter serve a notice on him requiring payment of so much of the
call or instalment as is unpaid together with any interest which may have accrued thereon and any
expenses incurred by the Company by reason of such non-payment.

The notice shall name a further day (not being less than fourteen (14) days from the date of
service of the notice) on or before which, and the place where, the payment required by the notice
is to be made, and shall state that in the event of non-payment in accordance therewith, the shares
on which the call has been made will be liable to be made forfeit.

If the requirements of any such notice as aforesaid are not complied with, any share in respect of
which such notice has been given may at any time thereafter, before payment of all calls and
interest and expenses due in respect thereof has been made, be made forfeit by a resolution of the
Directors to that effect. Such forfeiture shall include all Dividends declared in respect of the forfeit
share and not actually paid before forfeiture. The Directors may accept a surrender of any share
liable to be made forfeit hereunder.

A share so made forfeit or surrendered shall become the property of the Company and may be
sold, re-allotted or otherwise disposed of either to the person who was before such forfeiture or
surrender the holder thereof or entitled thereto or to any other person upon such terms and in such
manner as the Directors shall think fit, and at any time before a sale, re-allotment or disposal, the
forfeiture or surrender may be cancelled on such terms as the Directors shall think fit. The Directors
may, if necessary, authorise some person to transfer a share so made forfeit or surrendered to any
such other person as aforesaid.

A Member whose shares have been made forfeit or surrendered shall cease to be a Member in
respect of such shares but shall, notwithstanding the forfeiture or surrender, remain liable to pay to
the Company all moneys which at the date of forfeiture or surrender were presently payable by him
to the Company in respect of such shares with interest thereon at eight per cent. per annum (or
such lower rate as the Directors may determine) from the date of forfeiture or surrender until
payment and the Directors may at their absolute discretion enforce payment without any allowance
for the value of such shares at that time of forfeiture or surrender or waive payment in whole or in
part.

The Company shall have a first and paramount lien on every share (not being a fully paid share)
and Dividends from time to time declared in respect of such shares. Such lien shall be restricted to
unpaid calls and instalments upon the specific shares in respect of which such moneys are due
and unpaid, and to such amounts as the Company may be called upon by law to pay in respect of
the shares of the Member or deceased Member. The Directors may waive any lien which has
arisen and may resolve that any share shall for some limited period be exempt wholly or partially
from the provisions of this Article 28.

The Company may sell in such manner as the Directors think fit any share on which the Company
has a lien, but no sale shall be made unless some sum in respect of which the lien exists is
presently payable nor until the expiration of fourteen (14) days after a notice in writing stating and
demanding payment of the sum presently payable and giving notice of intention to sell in default
shall have been given to the holder for the time being of the share or the person entitled thereto by
reason of his death or bankruptcy.

The net proceeds of such sale after payment of the costs of such sale shall be applied in or
towards payment or satisfaction of the debts or liabilities and any residue shall be paid to the
person entitled to the shares at the time of the sale or to his executors, administrators or assigns,
as he may direct. For the purpose of giving effect to any such sale, the Directors may authorise
some person to transfer the shares sold to the purchaser.
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31.

32.

33.

34.

A statutory declaration in writing that the declarant is a Director or the Secretary of the Company
and that a share has been duly made forfeit or surrendered or sold to satisfy a lien of the Company
on a date stated in the declaration shall be conclusive evidence of the facts therein stated as
against all persons claiming to be entitled to the share. Such declaration and the receipt by the
Company of the consideration (if any) given for the share on the sale, re-allotment or disposal
thereof together with the share certificate delivered to a purchaser (or where the purchaser is a
Depositor, the Depository Register) or allottee thereof shall (subject to the execution of a transfer if
the same be required) constitute a good title to the share and the person to whom the share is
sold, re-allotted or disposed of shall be registered as the holder of the share, or where such person
is a Depositor, the Company shall procure that his name be entered in the Depository Register in
respect of the share so sold, re-allotted or disposed of. Such person shall not be bound to see to
the application of the purchase money (if any) nor shall his title to the share be affected by any
irregularity or invalidity in the proceedings relating to the forfeiture, surrender, sale, re-allotment or
disposal of the share.

TRANSFER OF SHARES

All transfers of shares shall be effected by written instruments of transfer in the form for the time
being approved by the Directors and the Designated Stock Exchange. The instrument of transfer of
any share shall be signed by or on behalf of both the transferor and the transferee and be
witnessed, provided always that an instrument of transfer in respect of which the transferee is the
CDP shall be effective although not signed or witnessed by or on behalf of the CDP. The transferor
shall be deemed to remain the holder of the shares concerned until the name of the transferee is
entered in the Register of Members in respect thereof.

The Registers of Members and of Transfers may be closed at such times and for such periods as
the Directors may from time to time determine, Provided Always that such Registers shall not be
closed for more than thirty (30) days in any year, and that the Company shall give prior notice of
each such closure, as may be required, to the Designated Stock Exchange, stating the period and
purpose or purposes for which such closure is made.

(A)  There shall be no restriction on the transfer of fully paid up shares (except where required by
law or by the rules, bye-laws or listing rules of the Designated Stock Exchange) but the Directors
may in their discretion decline to register any transfer of shares upon which the Company has a
lien, and in the case of shares not fully paid up, may refuse to register a transfer to a transferee of
whom they do not approve, Provided Always that in the event of the Directors refusing to register a
transfer of shares, the Company shall within ten (10) market days (or such period as the Directors
may determine having regard to any limitation thereof as may be prescribed by the Designated
Stock Exchange from time to time) after the date on which the application for a transfer of shares
was made, serve a notice in writing to the applicant stating the facts which are considered to justify
the refusal as required by the Statutes.

(B)  The Directors may decline to register any instrument of transfer unless:-
(a) such fee not exceeding S$2.00 (or such other fee as the Directors may determine
having regard to any limitation thereof as may be prescribed by the Designated Stock
Exchange from time to time) as the Directors may from time to time require is paid to
the Company in respect thereof;

(b)  the amount of proper duty (if any) with which each instrument of transfer is chargeable
under any law for the time being in force relating to stamps is paid;
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35.

36.

37.

(c)  the instrument of transfer is deposited at the Office or at such other place (if any) as
the Directors may appoint accompanied by a certificate of payment of stamp duty (if
stamp duty is payable on such instrument of transfer in accordance with any law for
the time being in force relating to stamp duty), the certificates of the shares to which it
relates, and such other evidence as the Directors may reasonably require to show the
right of the transferor to make the transfer and, if the instrument of transfer is executed
by some other person on his behalf, the authority of the person so to do; and

(d)  the instrument of transfer is in respect of only one (1) class of shares.
All instruments of transfer which are registered may be retained by the Company.

The Company shall be entitled to destroy all instruments of transfer which have been registered at
any time after the expiration of six (6) years from the date of registration thereof and all Dividend
mandates and notifications of change of address at any time after the expiration of six (6) years
from the date of recording thereof and all share certificates which have been cancelled at any time
after the expiration of six (6) years from the date of the cancellation thereof and it shall conclusively
be presumed in favour of the Company that every entry in the Register of Members purporting to
have been made on the basis of an instrument of transfer or other document so destroyed was
duly and properly made and every instrument of transfer so destroyed was a valid and effective
instrument duly and properly registered and every share certificate so destroyed was a valid and
effective certificate duly and properly cancelled and every other document hereinbefore mentioned
so destroyed was a valid and effective document in accordance with the recorded particulars
thereof in the books or records of the Company, Provided Always that:-

(a) the provisions aforesaid shall apply only to the destruction of a document in good faith and
without notice of any claim (regardless of the parties thereto) to which the document might
be relevant;

(b)  nothing herein contained shall be construed as imposing upon the Company any liability in
respect of the destruction of any such document earlier than as aforesaid or in any other
circumstances which would not attach to the Company in the absence of this Article; and

(c) references herein to the destruction of any document include references to the disposal
thereof in any manner.

TRANSMISSION OF SHARES

(A) In case of the death of a Member whose name is registered in the Register of Members, the
survivors or survivor, where the deceased was a joint holder, and the executors or administrators of
the deceased, where he was a sole or only surviving holder, shall be the only person(s) recognised
by the Company as having any title to his interest in the shares.

(B) In the case of the death of a Member who is a Depositor, the survivors or survivor, where the
deceased is a joint holder, and the executors or administrators of the deceased, where he was a
sole or only surviving holder and where such executors or administrators are entered into the
Depository Register in respect of any shares to the deceased Member, shall be the only person(s)
recognised by the Company as having any title to his interest in the shares.

(C)  Nothing herein contained shall release the estate of a deceased holder (whether sole or
joint) from any liability in respect of any share held by him.
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38.

39.

40.

41.

Any person becoming entitled to a share in consequence of the death or bankruptcy of a Member
may (subject as hereinafter provided) upon supplying to the Company such evidence as the
Directors may reasonably require to show his title to the share, elect either to be registered himself
as holder of the share or to have another person nominated by him registered as the transferee
thereof. If the person so becoming entitled elects to be registered himself, he shall deliver or send
to the Company a notice in writing signed by him stating that he so elects. If he elects to have
another person registered, he shall testify his election by executing to that person a transfer of the
share. All the limitations, restrictions and provisions of this Constitution relating to the right to
transfer and the registration of transfers of shares shall be applicable to any such notice or transfer
as aforesaid as if the death or bankruptcy of the Member had not occurred and the notice or
transfer were a transfer executed by such Member.

Save as otherwise provided by or in accordance with this Constitution, a person becoming entitled
to a share in consequence of the death or bankruptcy of a Member (upon supplying to the
Company such evidence as the Directors may reasonably require to show his title to the share)
shall be entitled to the same Dividends and other advantages as those to which he would be
entitled if he were the registered holder of the share except that he shall not be entitled in respect
thereof (except with the authority of the Directors) to exercise any right conferred by membership in
relation to General Meetings of the Company until he shall have been registered as a Member in
respect of the share.

There shall be paid to the Company in respect of the registration of any probate or letters of
administration or certificate of death or stop notice or power of attorney or other document relating
to or affecting the title to any shares or otherwise for making any entry in the Register of Members
affecting the title to any shares such fee not exceeding S$2.00 (or such other fee as the Directors
may determine having regard to any limitation thereof as may be prescribed by the Designated
Stock Exchange from time to time) as the Directors may from time to time require.

CENTRAL DEPOSITORY SYSTEM

A reference to a Member shall be a reference to a registered holder of shares in the Company, or
where such registered holder is CDPF, the Depositors on behalf of whom CDP holds the shares,
Provided that:-

(a) a Depositor shall only be entitled to attend any General Meeting and to speak and vote
thereat if his name appears on the Depository Register maintained by CDP seventy-two (72)
hours before the General Meeting as a Depositor on whose behalf CDP holds shares in the
Company, the Company being entitled to deem each such Depositor, or each proxy of a
Depositor who is to represent the entire balance standing to the Securities Account of the
Depositor, to represent such number of shares as is actually credited to the Securities
Account of the Depositor as at such time, according to the records of CDP as supplied by
CDP to the Company, and where a Depositor has apportioned the balance standing to his
Securities Account between two proxies, to apportion the said number of shares between
the two proxies in the same proportion as previously specified by the Depositor in appointing
the proxies; and accordingly no instrument appointing a proxy of a Depositor shall be
rendered invalid merely by reason of any discrepancy between the proportion of Depositor’s
shareholding specified in the instrument of proxy, or where the balance standing to a
Depositor’s Securities Account has been apportioned between two proxies the aggregate of
the proportions of the Depositor's shareholding they are specified to represent, and the true
balance standing to the Securities Account of a Depositor as at the time of the General
Meeting, if the instrument is dealt with in such manner as is provided above;

(b)  the payment by the Company to CDP of any Dividend payable to a Depositor shall to the

extent of the payment discharge the Company from any further liability in respect of the
payment;
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42.

43.

44,

45.

(b)

46.

47.

(c) the delivery by the Company to CDP of provisional allotments or share certificates in respect
of the aggregate entitlements of Depositors to new shares offered by way of rights issue or
other preferential offering or bonus issue shall to the extent of the delivery discharge the
Company from any further liability to each such Depositor in respect of his individual
entitlement; and

(d)  the provisions in this Constitution relating to the transfers, transmissions or certification of
shares shall not apply to the transfer of book-entry securities (as defined in the Statutes).

EXCLUSION OF EQUITIES

Except as required by the Statutes or law, no person shall be recognised by the Company as
holding any share upon any trust, and the Company shall not be bound by or compelled in any way
fo recognise (even when having notice thereof) any equitable, contingent, future or partial interest
in any share, or any interest in any fractional part of a share, or (except only as by this Constitution
or by the Statutes or law otherwise provided) any other right in respect of any share, except an
absolute right to the entirety thereof in the registered holder and nothing in this Constitution
contained relating to CDP or to Depositors or in any depository agreement made by the Company
with any common depository for shares shall in any circumstances be deemed to limit, restrict or
qualify the above.

STOCK

The Company may from time to time by Ordinary Resolution convert any paid-up shares into stock
and may from time to time by like resolution reconvert any stock into paid-up shares of any
denomination.

The holders of stock may transfer the same or any part thereof in the same manner and subject to
the same Atrticles as and subject to which the shares from which the stock arose might previous to
conversion have been transferred (or as near thereto as circumstances admit) but no stock shall be
transferable except in such units as the Directors may from time to time determine.

The holders of stock shall, according to the amount of stock held by them, have the same rights,
privileges and advantages as regards Dividend, return of capital, voting and other matters, as if
they held the shares from which the stock arose; but no such privilege or advantage (except as
regards participation in the profits or assets of the Company) shall be conferred by an amount of
stock which would not, if existing in shares, have conferred such privilege or advantage, and no
such conversion shall affect or prejudice any preference or other special privileges attached to the
shares so converted.”

Rights in respect of voting
“GENERAL MEETINGS

An Annual General Meeting shall be held once in every year, at such time (within a period of not
more than fifteen (15) months after the holding of the last preceding Annual General Meeting) and
place as may be determined by the Directors. All other General Meetings shall be called
Extraordinary General Meetings. The interval between the close of a financial year of the Company
and the date of the Company’s Annual General Meeting shall not exceed such period as may be
prescribed by the Designated Stock Exchange and the provisions of the Act from time to time.

The Directors may whenever they think fit, and shall on requisition in accordance with the Statutes,
proceed with proper expedition to convene an Extraordinary General Meeting.
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48.

49.

50.

NOTICE OF GENERAL MEETINGS

Any Annual General Meeting and any Extraordinary General Meeting at which it is proposed to
pass a Special Resolution or (save as provided by the Statutes) a resolution of which special notice
has been given to the Company, shall be called by twenty-one (21) days’ notice in writing at the
least and an Annual General Meeting or any other Extraordinary General Meeting, by fourteen (14)
days’ notice in writing at the least. The period of notice shall in each case be exclusive of the day
on which it is served or deemed to be served and of the day on which the General Meeting is to be
held and shall be given in manner hereinafter mentioned to all Members other than such as are not
under the provisions of this Constitution entitled to receive such notices from the Company,
Provided that a General Meeting notwithstanding that it has been called by a shorter notice than
that specified above shall be deemed to have been duly called if it is so agreed.-

(a) in the case of an Annual General Meeting by all the Members entitled to attend and vote
thereat; and

(b) in the case of an Extraordinary General Meeting by a majority in number of the Members
having a right to attend and vote thereat, being a majority together holding not less than 95
per cent. of the total voting rights of all the Members having a right to vote at thereat;

Provided also that the accidental omission to give notice to or the non-receipt of notice by any
person entitled thereto shall not invalidate the proceedings at any General Meeting. At least
fourteen (14) days’ notice of any General Meeting shall be given by advertisement in the daily
press and in writing to the Designated Stock Exchange, Provided Always that in the case of any
Extraordinary General Meeting at which it is proposed to pass a Special Resolution, at least
twenty-one (21) days’ notice in writing of such Extraordinary General Meeting shall be given to the
Designated Stock Exchange.

(A)  Every notice calling a General Meeting shall specify the place and the day and hour of the
meeting, and there shall appear with reasonable prominence in every such notice a statement that
a Member entitled to attend and vote is entitled to appoint a proxy to attend and vote instead of
him and that a proxy need not be a Member of the Company.

(B) In the case of an Annual General Meeting, the notice shall also specify the meeting as such.
(C) In the case of any General Meeting at which business other than routine business (“special
business”) is to be transacted, the notice shall specify the general nature of such business, and if
any resolution is to be proposed as a Special Resolution, the notice shall contain a statement to
that effect.

Routine business shall mean and include only business transacted at an Annual General Meeting
of the following classes, that is to say:-

(a) declaring Dividends;

(b)  receiving and adopting the accounts, the reports of the Directors and Auditors and other
documents required to be attached or annexed to the accounts;

(c) appointing or re-appointing Directors to fill vacancies arising at the meeting on retirement
whether by rotation or otherwise;

(d)  re-appointing the retiring Auditors (unless they were last appointed otherwise than by the
Company in General Meeting);

(e) fixing the remuneration of the Auditors or determining the manner in which such
remuneration is to be fixed; and

(f) fixing the Directors fees.
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52.

53.

54.

55.

56.

57.

58.

Any notice of a General Meeting to consider special business shall be accompanied by a statement
regarding the effect of any proposed resolution on the Company in respect of such special
business.”

PROCEEDINGS AT GENERAL MEETINGS

The Chairman of the Board of Directors, failing whom the Deputy Chairman, shall preside as
chairman at a General Meeting. If there be no such Chairman or Deputy Chairman, or if at any
General Meeting neither be present within five (5) minutes after the time appointed for holding the
meeting and willing to act, the Directors present shall choose one (1) of their number (or, if no
Director be present or if all the Directors present decline to take the chair, the Members present
shall choose one (1) of their number) to be chairman of the General Meeting.

No business other than the appointment of a Chairman shall be transacted at any General Meeting
unless a quorum is present at the time when the meeting proceeds to business. Save as herein
otherwise provided, the quorum at any General Meeting shall be two (2) Members present in
person or by proxy, provided that (i) a proxy representing more than one (1) Member shall only
count as one (1) Member for purpose of determining if the quorum aforesaid is present; and (ii)
where a Member is represented by more than one (1) proxy, such proxies of such Member shall
only count as one (1) Member for purposes of determining if the quorum aforesaid is present.

If within thirty (30) minutes from the time appointed for a General Meeting (or such longer interval
as the chairman of the meeting may think fit to allow) a quorum is not present, the meeting, if
convened on the requisition of Members, shall be dissolved. In any other case, it shall stand
adjourned to the same day in the next week (or if that day is a public holiday then to the next
business day following that public holiday) at the same time and place or such other day, time or
place as the Directors may by not less than ten (10) days’ notice appoint.

The chairman of any General Meeting at which a quorum is present may with the consent of the
meeting (and shall if so directed by the meeting) adjourn the meeting from time to time (or sine die)
and from place to place, but no business shall be transacted at any adjourned meeting except
business which might lawfully have been transacted at the meeting from which the adjournment
took place. Where a General Meeting is adjourned sine die, the time and place for the adjourned
meeting shall be fixed by the Directors. When a General Meeting is adjourned for thirty (30) days or
more or sine die, not less than seven (7) days’ notice of the adjourned meeting shall be given in
like manner as in the case of the original meeting.

Save as hereinbefore expressly provided, it shall not be necessary to give any notice of an
adjournment or of the business to be transacted at an adjourned General Meeting.

If an amendment shall be proposed to any resolution under consideration but shall in good faith be
ruled out of order by the chairman of the General Meeting, the proceedings on the substantive
resolution shall not be invalidated by any error in such ruling. In the case of a resolution duly
proposed as a Special Resolution, no amendment thereto (other than a mere clerical amendment
to correct a patent error) may in any event be considered or voted upon.

At any General Meeting a resolution put to the vote of the meeting shall be decided on a show of

hands unless a poll is (before or on the declaration of the result of the show of hands) demanded

by:-

(a)  the chairman of the meeting; or

(b)  not less than two Members present in person or by proxy and entitled to vote; or

(c) any Member present in person or by proxy, or where such a Member has appointed two
proxies any one of such proxies, or any number or combination of such Members or proxies,

holding or representing as the case may be not less than 5 per cent. of the total voting rights
of all the Members having the right to vote at the General Meeting; or
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59.

60.

61.

62.

(d) any Member present in person or by proxy, or where such a Member has appointed two
proxies any one of such proxies, or any number or combination of such Members or proxies,
holding shares conferring a right to vote at the General Meeting, of which an aggregate sum
has been paid up equal to not less than 5 per cent. of the total sum paid up on all the share
conferring that right,

Provided Always that no poll shall be demanded on the choice of the chairman of the meeting or
on a question of adjournment. A demand for a poll may be withdrawn only with the approval of the
meeting.

Unless a poll is required, a declaration by the chairman of the General Meeting that a resolution
has been carried, or carried unanimously, or by a particular majority, or lost, and an entry to that
effect in the minute book, shall be conclusive evidence of that fact without proof of the number or
proportion of the votes recorded for or against such resolution. If a poll is required, it shall be taken
in such manner (including the use of ballot or voting papers or tickets) as the chairman of the
General Meeting may direct, and the result of the poll shall be deemed to be the resolution of the
meeting at which the poll was demanded. The chairman of the General Meeting may (and if so
directed by the meeting shall) appoint scrutineers and may adjourn the meeting to some place and
time fixed by him for the purpose of declaring the result of the poll.

In the case of an equality of votes, whether on a show of hands or on a poll, the chairman of the
General Meeting at which the show of hands takes place or at which the poll is demanded shall be
entitled to a casting vote.

A poll demanded on any question shall be taken either immediately or at such subsequent time
(not being more than thirty (30) days from the date of the Meeting) and place as the chairman of
the Meeting may direct. No notice need be given of a poll not taken immediately. The demand for a
poll shall not prevent the continuance of the General Meeting for the transaction of any business
other than the question on which the poll has been demanded.

VOTES OF MEMBERS

(A)  If required by the listing rules of any stock exchange upon which the shares of the Company
may be listed, all resolutions at General Meetings shall be voted by poll (unless such requirement
is waived by such stock exchange).

(B)  Subject to Article 62(A) and any special rights or restrictions as to voting attached by or in
accordance with this Constitution to any class of shares, and to Article 4, each Member entitled to
vote may vote in person or by proxy. Every Member who is present in person or by proxy shall

(a) on a poll, have one vote for every share which he holds or represents; and
(b)  on a show of hands, have one vote, provided that:
(i) in the case of a Member who is not a relevant intermediary and who is
represented by two proxies, only one of the two proxies as determined by that
Member or, failing such determination, by the Chairman of the General Meeting
(or by a person authorised by him) in his sole discretion shall be entitled to vote
on a show of hands

(i) in the case of a Member who is a relevant intermediary and who is represented
by two or more proxies, each proxy shall be entitled to vote on a show of hands.
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65.

66.

67.

68.

(C)  For the purposes of determining the number of votes which a Member, being a Depositor, or
his proxy may cast at any General Meeting on a poll, the references to shares held or represented
shall, in relation to shares of that Depositor, be the number of shares entered against his name in
the Depository Register as at 72 hours before the time of the relevant General Meeting as certified
by CDP to the Company. A Member who is bankrupt shall not, while his bankruptcy continues, be
entitled to exercise his rights as a Member, or attend, vote or act at any General Meeting.

In the case of joint holders of a share, the vote of the senior who tenders a vote, whether in person
or by proxy, shall be accepted to the exclusion of the votes of the other joint holders and for this
purpose, seniority shall be determined by the order in which the names stand in the Register of
Members or, as the case may be, the order in which the names appear in the Depository Register
in respect of the joint holding.

Where in Singapore or elsewhere a receiver or other person (by whatever name called) has been
appointed by any court claiming jurisdiction in that behalf to exercise powers with respect to the
property or affairs of any Member on the ground (however formulated) of mental disorder, the
Directors may in their absolute discretion, upon or subject to production of such evidence of the
appointment as the Directors may require, permit such receiver or other person on behalf of such
Member, to vote in person or by proxy at any General Meeting, or to exercise any other right
conferred by membership in relation to General Meetings.

No Member shall be entitled in respect of shares held by him to vote at a General Meeting either
personally or by proxy or to exercise any other right conferred by membership in relation to General
Meetings if any call or other sum payable by him to the Company in respect of such shares
remains unpaid.

No objection shall be raised as to the admissibility of any vote except at the General Meeting or
adjourned General Meeting at which the vote objected to is or may be given or tendered and every
vote not disallowed at such meeting shall be valid for all purposes. Any such objection shall be
referred to the chairman of the General Meeting whose decision shall be final and conclusive.

On a poll, votes may be given either personally or by proxy and a person entitled to more than one
vote need not use all his votes or cast all the votes he uses in the same way.

(A)  Save as otherwise provided in the Act:

(a) a Member who is not a relevant intermediary shall not be entitled to appoint more than
two proxies to attend and vote at the same General Meeting; and

(b) a Member who is a relevant intermediary may appoint more than two proxies to
attend, speak and vote at the same General Meeting, but each proxy must be
appointed to exercise the rights attached to a different share or shares held by such
Member.

(B) In any case where a Member is a Depositor, the Company shall be entitled and bound:-

(a) to reject any instrument of proxy lodged if the Depositor, is not shown, to have any
shares entered against his name in the Depository Register as at 72 hours before the
time of the relevant General Meeting as certified by CDP to the Company; and

(b)  to accept as the maximum number of votes which in aggregate the proxy or proxies
appointed by the Depositor is or are able to cast on a poll a number which is the
number of shares entered into against the name of that Depositor in the Depository
Register as at 72 hours before the time of the relevant General Meeting as certified by
CDP to the Company, whether that number is greater or smaller than the number
specified in any instrument of proxy executed by or on behalf of that Depositor.
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70.

71.

72.

78.

(C) Where a Member appoints more than one proxy, the Member shall specify the proportion of
his shares to be represented by each such proxy, failing which the nomination shall be deemed to
be alternative.

(D)  The Company shall be entitled and bound, in determining rights to vote and other matters in
respect of a completed instrument of proxy submitted to it, to have regard to the instructions (if
any) given by and the notes (if any) set out in the instrument of proxy.

(E) A proxy need not be a Member of the Company.

(A)  Aninstrument appointing a proxy for any Member shall be in writing in any usual or common
form or in any other form which the Directors may approve and.-

(a) in the case of an individual Member, shall be signed by the Member or his attorney
duly authorised in writing; and

(b) in the case of a Member which is a corporation shall be either given under its common
seal or signed on its behalf by an attorney duly authorised in writing or a duly
authorised officer of the corporation.

(B)  The signatures on an instrument of proxy need not be witnessed. Where an instrument
appointing a proxy is signed on behalf of a Member by an attorney, the letter or power of attorney
or a duly certified copy thereof shall (failing previous registration with the Company) be lodged with
the instrument of proxy pursuant to the next following Article, failing which the instrument of proxy
may be treated as invalid.

An instrument appointing a proxy must be left at such place or one of such places (if any) as may
be specified for that purpose in or by way of note to or in any document accompanying the notice
convening the General Meeting (or, if no place is so specified, at the Office) not less than seventy-
two hours before the time appointed for the holding of the meeting or adjourned meeting or (in the
case of a poll taken otherwise than at or on the same day as the meeting or adjourned meeting) for
the taking of the poll at which it is to be used, and in default shall not be treated as valid. The
instrument shall, unless the contrary is stated thereon, be valid as well for any adjournment of the
General Meeting as for the meeting to which it relates, Provided that an instrument of proxy relating
to more than one meeting (including any adjournment thereof) having once been so delivered for
the purposes of any meeting shall not require again to be delivered for the purposes of any
subsequent meeting to which it relates.

An instrument appointing a proxy shall be deemed to include the right to demand or join in
demanding a poll and to speak at the General Meeting.

A vote cast by proxy shall not be invalidated by the previous death or insanity of the principal or by
the revocation of the appointment of the proxy or of the authority under which the appointment was
made provided that no intimation in writing of such death, insanity or revocation shall have been
received by the Company at the Office at least one (1) hour before the commencement of the
General Meeting or adjourned General Meeting or (in the case of a poll taken otherwise than at or
on the same day as the meeting or adjourned meeting) the time appointed for the taking of the poll
at which the vote is cast.

Subject to this Constitution and the Statutes, the Directors may, at their sole discretion, approve
and implement, subject to such security measures as may be deemed necessary or expedient,
such voting methods to allow Members who are unable to vote in person at any General Meeting
the option to vote in absentia, including but not limited to voting by mail, electronic mail or
facsimile.”
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124.

125.

126.

Rights in respect of dividends
“RESERVES

The Directors may from time to time set aside out of the profits of the Company and carry to
reserve such sums as they think proper which, at the discretion of the Directors, shall be applicable
for any purpose to which the profits of the Company may properly be applied and pending such
application, may either be employed in the business of the Company or be invested. The Directors
may divide the reserve into such special funds as they think fit and may consolidate into one (1)
fund any special funds or any parts of any special funds into which the reserve may have been
divided. The Directors may also, without placing the same to reserve, carry forward any profits. In
carrying sums to reserve and in applying the same, the Directors shall comply with the provisions
of the Statutes.

DIVIDENDS

The Company may by Ordinary Resolution declare Dividends but no such Dividend shall exceed
the amount recommended by the Directors.

If and so far as in the opinion of the Directors, the profits of the Company justify such payments,
the Directors may declare and pay the fixed Dividends on any class of shares carrying a fixed
Dividend expressed to be payable on fixed dates on the half-yearly or other dates prescribed for
the payment thereof and may also from time to time declare and pay interim Dividends on shares
of any class of such amounts and on such dates and in respect of such periods as they think fit.

Subject to any rights or restrictions attached to any shares or class of shares and except as
otherwise permitted under the Act:-

(a)  all Dividends in respect of shares must be paid in proportion to the number of shares held by
a Member, but where shares are partly paid, all Dividends must be apportioned and paid
proportionately to the amounts paid or credited as paid on the partly paid shares; and

(b) all Dividends must be apportioned and paid proportionately to the amounts so paid or
credited as paid during any portion or portions of the period in respect of which the Dividend
is paid.

For the purposes of this Article, an amount paid or credited as paid on a share in advance of a call
is to be ignored.

(A)  No Dividend shall be paid otherwise than out of profits available for distribution under the
provisions of the Statutes. The payment by the Directors of any unclaimed dividends or other
moneys payable on or in respect of a share into a separate account shall not constitute the
Company a trustee in respect thereof. All Dividends remaining unclaimed after one (1) year from
having been first payable may be invested or otherwise made use of by the Directors for the benefit
of the Company, and any Dividend or any such moneys unclaimed after six (6) years from having
been first payable shall be forfeited and shall revert to the Company provided always that the
Directors may at any time thereafter at their absolute discretion annul any such forfeiture and pay
the Dividend so forfeited to the person entitled thereto prior to the forfeiture. If CDP returns any
such Dividend or moneys to the Company, the relevant Depositor shall not have any right or claim
in respect of such Dividend or moneys against the Company if a period of six (6) years has
elapsed from the date of the declaration of such Dividend or the date on which such other moneys
are first payable.

(B) A payment by the Company to CDP of any Dividend or other moneys payable to a Depositor

shall, to the extent of the payment made, discharge the Company from any liability to the Depositor
in respect of that payment.
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127. No Dividend or other monies payable on or in respect of a share shall bear interest as against the

128.

129.

130.

131.

132.

138.

Company.

(A)  The Directors may retain any Dividend or other monies payable on or in respect of a share
on which the Company has a lien and may apply the same in or towards satisfaction of the debts,
liabilities or engagements in respect of which the lien exists.

(B)  The Directors may retain the Dividends payable upon shares in respect of which any person
is under the provisions as to the transmission of shares hereinbefore contained entitled to become
a Member, or which any person is under those provisions entitled to transfer, until such person
shall become a Member in respect of such shares or shall transfer the same.

The waiver in whole or in part of any Dividend on any share by any document (whether or not
under seal) shall be effective only if such document is signed by the Member (or the person
entitled to the share in consequence of the death or bankruptcy of the holder) and delivered to the
Company and if or to the extent that the same is accepted as such or acted upon by the Company.

The Company may upon the recommendation of the Directors by Ordinary Resolution direct
payment of a Dividend in whole or in part by the distribution of specific assets (and in particular of
paid-up shares or debentures of any other company) and the Directors shall give effect to such
resolution. Where any difficulty arises with regard to such distribution, the Directors may settle the
same as they think expedient and in particular, may issue fractional certificates, may fix the value
for distribution of such specific assets or any part thereof, may determine that cash payments shall
be made to any Member upon the footing of the value so fixed in order to adjust the rights of all
parties and may vest any such specific assets in trustees as may seem expedient to the Directors.

Any Dividend or other moneys payable in cash on or in respect of a share may be paid by cheque
or warrant sent through the post to the registered address appearing in the Register of Members or
(as the case may be) the Depository Register of the Member or person entitled thereto (or, if two
(2) or more persons are registered in the Register of Members or (as the case may be) entered in
the Depository Register as joint holders of the share or are entitled thereto in consequence of the
death or bankruptcy of the holder, to any one (1) of such persons) or to such person and such
address as such Member or person or persons may by writing direct. Every such cheque or
warrant shall be made payable to the order of the person to whom it is sent or to such person as
the holder or joint holders or person or persons entitled to the share in consequence of the death
or bankruptcy of the holder may direct and payment of the cheque or warrant by the banker upon
whom it is drawn shall be a good discharge to the Company. Every such cheque or warrant shall
be sent at the risk of the person entitled to the money represented thereby.

If two (2) or more persons are registered in the Register of Members or (as the case may be) the
Depository Register as joint holders of any share, or are entitled jointly to a share in consequence
of the death or bankruptcy of the holder, any one (1) of them may give effectual receipts for any
Dividend or other moneys payable or property distributable on or in respect of the share.

Any resolution declaring a Dividend on shares of any class, whether a resolution of the Company
in General Meeting or a resolution of the Directors, may specify that the same shall be payable to
the persons registered as the holders of such shares in the Register of Members or (as the case
may be) the Depository Register at the close of business on a particular date and thereupon the
Dividend shall be payable to them in accordance with their respective holdings so registered, but
without prejudice to the rights inter se in respect of such Dividend of transferors and transferees of
any such shares.
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BONUS ISSUES AND CAPITALIZATION OF PROFITS AND RESERVES

134. (A) The Directors may, with the sanction of an Ordinary Resolution of the Company (including
any Ordinary Resolution passed pursuant to Article 5(B)):

(a) issue bonus shares for which no consideration is payable to the Company to the
persons registered as holders of shares in the Register of Members or (as the case
may be) the Depository Register at the close of business on:

(i) the date of the Ordinary Resolution (or such other date as may be specified
therein or determined as therein provided); or

(i) (in the case of an Ordinary Resolution passed pursuant to Article 5(B)) such
other date as may be determined by the Directors, in proportion to their then
holdings of shares; and/or

(b)  capitalise any sum standing to the credit of any of the Company’s reserve accounts or
other undistributable reserve or any sum standing to the credit of profit and loss
account by appropriating such sum to the persons registered as holders of shares in
the Register of Members or (as the case may be) in the Depository Register at the
close of business on:

(i) the date of the Ordinary Resolution (or such other date as may be specified
therein or determined as therein provided); or

(i) (in the case of an Ordinary Resolution passed pursuant to Article 5(B)) such
other date as may be determined by the Directors, in proportion to their then
holdings of shares and applying such sum on their behalf in paying up in full
unissued shares (or, subject to any special rights previously conferred on any
shares or class of shares for the time being issued, unissued shares of any
other class not being redeemable shares) for allotment and distribution credited
as fully paid up to and amongst them as bonus shares in the proportion
aforesaid.

(B)  The Directors may do all acts and things considered necessary or expedient to give effect to
any such bonus issue or capitalisation under this Article 134, with full power to the Directors to
make such provisions as they think fit for any fractional entitlements which would arise on the basis
aforesaid (including provisions whereby fractional entitlements are disregarded or the benefit
thereof accrues to the Company rather than to the Members concerned). The Directors may
authorise any person to enter on behalf of all the Members interested into an agreement with the
Company providing for any such bonus issue or capitalisation and matters incidental thereto and
any agreement made under such authority shall be effective and binding on all concerned.

(C) In addition and without prejudice to the powers provided for by this Article 134, the Directors
shall have power to issue shares for which no consideration is payable and to capitalise any
undivided profits or other moneys of the Company not required for the payment or provision of any
Dividend on any shares entitled to cumulative or non-cumulative preferential Dividends (including
profits or other moneys carried and standing to any reserve or reserves) and to apply such profits
or other moneys in paying up in full, in each case on terms that such shares shall, upon issue, be
held by or for the benefit of participants of any share incentive or option scheme or plan
implemented by the Company and approved by Members in General Meeting and on such terms
as the Directors shall think fit.”
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APPENDIX D — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

The audited consolidated financial statements of the Group for the financial year ended 31 December
2018 which are set out below have been reproduced from the Company’s annual report for the financial
year ended 31 December 2018, and were not specifically prepared for inclusion in this Circular.

A copy of the annual report of the Company for the financial year ended 31 December 2018 is available

for inspection at the offices of the Company’s share registrar, Tricor Barbinder Share Registration Services
at 80 Robinson Road, #11-02, Singapore 068898.

D-1



APPENDIX D — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

45
SUNVIC CHEMICAL HOLDINGS LIMITED

DIRECTORS’
STATEMENT

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

The directors present their statement to the members together with the audited financial statements of the Group for
the financial year ended 31 December 2018 and the statement of financial position of the Company as at 31 December
2018.

In the opinion of the directors,

(@) 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 2018 and of the financial performance, changes in equity and cash flows of the Group for the
year ended on that date in accordance with the provisions of the Singapore Companies Act, Chapter 50 and
Singapore Financial Reporting Standards (International); and

(b) at the date of this statement, based on the disclosure made in Note 3 (going concern assumption) to the
accompanying financial statements, there are reasonable grounds to believe that the Company will be able to
pay its debts as and when they fall due.

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

Names of directors

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

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

Sun Xiao (resigned as Executive Director and Chief Executive Officer effective from
8 February 2020)

Yang Guogiang (resigned on 28 November 2019)

Zhu Wuling (resigned on 29 February 2020)

Koh Poh Beng (Gao Baoming)
Lua Poh Huat

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.

ANNUAL REPORT 2018
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SUNVIC CHEMICAL HOLDINGS LIMITED

DIRECTORS’
STATEMENT

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

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 in the Holdings in which director is

Name of directors name of director deemed to have an interest
As at As at
31.12.2018 31.12.2018
As at and As at and
1.1.2018 21.1.2019* 1.1.2018 21.1.2019*

SunVic Chemical Holdings Limited Number of ordinary shares
Yang Guogiang 190,000 190,000 - -
Zhu Wuling 356,000 356,000 - -
Lua Poh Huat 2,504,000 2,504,000 - -

# There was no change in any of the above mentioned interests in the Company between the end of the financial year and 21 January 2019.

Share options

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

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

There were no unissued shares of the Company or any subsidiaries under option at the end of the financial year.
Audit Committee
The audit committee (“AC”) at the end of the financial year comprises the following members:

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

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

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

ANNUAL REPORT 2018
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SUNVIC CHEMICAL HOLDINGS LIMITED

DIRECTORS’
STATEMENT

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

Audit Committee (Continued)

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

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

(iif) 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 2018 as well as the auditor’s report
thereon;

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

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

(vi) reviewed legal and regulatory matters that may have a material impact on the financial statements, related
compliance policies and programmes and any reports received from regulators;

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

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

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

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

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

In view of the appointment of the Special Auditor on 2 April 2019 to conduct the Special Audit in relation to the
Unauthorised Corporate Guarantees, the Group has not appointed the internal auditors for FY2018 due to cash flow
constraints.

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

The audit committee has reviewed the independent auditor’s report as set out in the following section and would like
to highlight that the independent auditor does not express an opinion on the financial statements of the Group for the
financial year ended 31 December 2018 due to the significance of the matters described in the Basis for Disclaimer
of Opinion section of their report.

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

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

Independent auditor

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

Other information required by the SGX-ST

Material information

There is no material contract to which the Company or any of its subsidiaries, is a party which involve directors’ interests
subsisted or have been entered into during the financial year except as disclosed under “Disclosure of Remuneration”

in the “Corporate Governance Report” and in Notes 6(c) and 25(c) 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 25(a),(b) and Note 27(a) to the financial statements.

On behalf of the Directors

SUN LIHUA

KOH POH BENG

Dated: 19 March 2020
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INDEPENDENT
AUDITOR’S REPORT

TO THE MEMBERS OF SUNVIC CHEMICAL HOLDINGS LIMITED

Report on the Audit of the financial statements

We were engaged to audit the financial statements of SunVic Chemical Holdings Limited (the “Company”) and its
subsidiaries (collectively the “Group”), which comprise the statements of financial position of the Group and the
Company as at 31 December 2018, 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.

Disclaimer of Opinion

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

Basis for Disclaimer of Opinion
1. Discrepancies surrounding the veracity of the YFC Agreements

As detailed in Note 27 to the financial statements, the Company announced that it received legal claims for
the principal amounts of RMB222.5 million (consisting of two financial guarantee contracts of RMB180 million
(the “YFC Corporate Guarantee” transaction) and RMB42.5 million (the “BOC Corporate Guarantee”) transaction)
plus interest for financial guarantees issued by certain of its subsidiaries in the People’s Republic of China
(“PRC”) on behalf of two unrelated parties.

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

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

Based on the confirmations obtained by our PRC legal counsel, there was no financial guarantee contract entered
into or any loans and borrowings owed by Jiangsu Donglai in respect of the RMB180 million financial guarantee
contract between YYIE, Yixing Futao Credit and Jiangsu Donglai. Neither was there any legal demand made in
respect of this financial guarantee contract.

We were denied access by the management to interview Yixing Futao Credit and the borrower, Jiangsu Donglai.
Neither were we allowed access to interview the Bank of China, Xiangshui branch, and the borrower, Jiangsu
Dahe. The management has advised us that these parties do not wish to be interviewed and hence they were
unable to arrange for the necessary interviews. Neither were we able to interview the government officer. We
were also not provided with the loan agreements and related loan disbursements documentation in respect of
the YFC Corporate Guarantee and the BOC Corporate Guarantee as the management claimed that they do
not have them.
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Basis for Disclaimer of Opinion (Continued)
1. Discrepancies surrounding the veracity of the YFC Agreements (Continued)

As detailed in Note 27, the Company has announced on 7 November 2019 that EY Advisory has, on 6 November
2019, submitted the full report on its findings to the Singapore Exchange Securities Trading Limited and the
Audit Committee of the Company, and the key findings amongst others were discrepancies surrounding the
veracity of the YFC Agreements.

On 5 March 2020, the Company has announced that following the completion of the special audit by EY Advisory
and in view of the discrepancies surrounding the veracity of the YFC Agreements (refer to Note 27(b)), the
Company has reversed in full the provision of the YFC Contingent Liabilities of RMB180 million from the financial
statements of the Group as at 31 December 2018. On this basis, the Board of the Company has regarded
the YFC financial guarantee transaction as non-existent and baseless and there should not have any legal
consequences to this effect.

Arising from these matters as referred to herein, due to a limitation of audit scope, we were unable to ascertain
the veracity of the YFC Corporate Guarantee and the BOC Corporate Guarantee transactions.

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

(i) Related party transactions with related parties

As reported in the FY2017 auditor’s report on related party transactions, it was disclosed that there were
no shareholders’ mandate to approve the interested persons transactions under the Listing Manual of
the SGX-ST Chapter 9.

As detailed in Note 25(b), during the financial year, there were sales and purchases transactions noted in
the respective books of certain PRC subsidiaries of the Group with related parties (the “Transactions”).
The Transactions made to related parties during the year ended 31 December 2018 were RMB2.7 billion
(2017: RMB1.3 billion). Such Transactions entered are a common practice carried out in the People’s
Republic of China (PRC). Management presented these transactions on a net basis for financial reporting
purpose in the consolidated financial statements.

(if) Banking

The liability owed to banks was RMB471.4 million (2017 — RMB936.5 million) as at 31 December 2018 for
which the amount loaned to a PRC subsidiary, YYIE, was RMB181.5 million (2017 — RMB226.1 million).
YYIE recorded external revenues of RMB475.2 million (2017 — RMB523.5 million) for the year ended
31 December 2018. As disclosed in Note 25(b), the bank facilities sum as at 31 December 2018 was
RMB923 million (2017: RMB1.1 billion) as reported under the facility arrangements in the PRC entered
into during the year ended 31 December 2018.

Since 2011, there existed the related party arrangements. In so far as the sum drawn down under the
financial guarantee facility arrangement with related parties, the amount of financial guarantees was
RMB920.2 million and RMB1.4 billion in FY2017 and FY2018 respectively although the Company did not
obtain shareholders’ mandate to approve the related party transactions, since 2011.
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Basis for Disclaimer of Opinion (Continued)

2. Financial guarantee contracts with related parties recorded with the banks under the banking
arrangements (Continued)

(if) Banking (Continued)

There were announcements made by the Company in 2019 whereby it was reported that there is a lack
of effective internal control for the transactions purported to be entered into (known as the “Purported
Transactions”) which were not approved by the Board of the Company. This is despite that the fact
the transaction as explained in Section 1 of the Basis for Disclaimer of Opinion of opinion section —
“Discrepancies surrounding the veracity of the YFC Agreements” was known to then Executive Director
and Chief Executive Officer, Sun Xiao.

Because of the matters arising as explained in the aforesaid paragraphs, we were unable to ascertain the
veracity of the financial guarantees of RMB1.61 billion (2017 — RMB1.45 billion) that were entered amongst
the related parties concerned. Coupled with the lack of effective internal controls over the supervision
and approval of the financial guarantee contracts, we were also unable to ascertain the extent of the
amount of any financial liabilities which may arise thereof nor the completeness of the disclosure in the
financial statements relating to financial guarantees issued by the Group.

3. Provision for restoration

As detailed in Note 23 to the financial statements, the Group recorded a provision for restoration amounting to
RMB45.6 million (2017 — Nil) as at 31 December 2018. The restoration occurs only when the Group returns the
land use rights to the government on expiry. However, we have been unable to assess whether the provision
is adequate or necessary. This is because based on legal advice of our PRC legal counsel, there is a lack of
regulatory compliance of administration of law in the PRC to provide guidance as to how compensation can
be made possible for the restoration and it is not considered to be the usual return of land in the Xiangshui
Chemical Industry Park in Yancheng city, Jiangsu Province, PRC, (the “Xiangshui Chemical Industry Park”) to
the government arising from the chemical explosion incident (“Chemical Explosion”), and the legal consequences
arising thereof cannot be ascertained. Due to a limitation of audit scope beyond the control of the management,
we were unable to determine the extent of the provision required for the restoration.

4. Accrued severance compensation

As disclosed in Note 22 to the financial statements, the Group has accrued a severance compensation of
RMB12,700,000 (2017 — Nil) related to compensation payable to the staffs due to the outbreak of fire from the
Chemical Explosion at the Xiangshui Chemical Industry Park in which one of the subsidiary premises is located
in. Due to the Chemical Explosion, the government has stepped in to review the employee compensation. As of
the date of this report, we were not provided with any evidence to demonstrate how the employee compensation
was subsequently dealt with. Due to the limitation of audit scope which is beyond the control of the management,
we were not able to obtain sufficient appropriate audit evidence on the extent of the severance compensation
that is due and payable.
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Basis for Disclaimer of Opinion (Continued)
5. Impairment of assets of Jiangsu Jurong Chemical Co., Ltd. and Jurong Petrochemicals Co., Ltd.

In so far as impairment of non-financial assets including intangible assets is concerned for two PRC subsidiaries
of the Group, Jiangsu Jurong Chemical Co., Ltd. (“JJC”) and Jurong Petrochemicals Co., Ltd. (“JJP”), which
are located at the Xiangshui Chemical Industry Park where the Chemical Explosion occurred, the basis to which
the recoverable amount should be recognised is the higher of value in use and/or fair value less cost to sell.

In the former, the value in use is not possible to be determined due to the matters as explained in Sections 3 and 4
of the Basis for Disclaimer of opinion section above and in Note 28 to the accompanying financial statements.
As to the latter, the impairment assessment of the non-financial assets and intangible assets is also not possible
as there is no comparison in the market for the nature of this catastrophic Chemical Explosion at the Xiangshui
Chemical Industry Park. In addition, due to limited access to the assets located at Xiangshui Chemical Industry
Park which is sealed off and protected by the government authorities, it is not possible to perform an inspection
of certain assets of JUC and JJP.

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

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

Impairment loss
recognised for the
Carrying amount at year ended
Asset Note 31/12/2018 31/12/2018
RMB’millions RMB’millions
Property, plant and equipment (“PPE”) 23 & 76.3 166.6
28(a)(b)
ii. Land use rights 28(c) 10.4 Nil
ii. Intangible assets (comprising technology 28(d) 7.9 Nil
know-how and software)
iv. Value-added tax recoverable 28(e) 9.5 83.9
v. Advances and prepayments to suppliers 28(f)(g) 8.5 19.6
for the purchase of raw materials
vi. Inventories 28(h) 8.5 Nil
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Basis for Disclaimer of Opinion (Continued)
6. Impairment of assets of Taixing Jurong Chemical Co., Ltd. (“Taixing Jurong”’)

Property, plant and equipment

As disclosed in Note 28()) and Note 28(j), an impairment loss of RMB32.4 million on certain property, plant and
equipment with a carrying amount of RMB260.9 million (after impairment loss) as at 31 December 2018 was
recognised in profit or loss during the year then. The impairment loss was recognised following a valuation
performed by an independent professional valuer that was appointed by the management. However, we were
not provided with the assumptions made and calculations to the valuation model used as the independent
professional valuer had declined to provide their detailed valuation workings for our assessment despite
attempts made by the management to request the independent professional valuer to do so. Accordingly, we
were unable to ascertain the extent of impairment loss that is required nor determine whether any adjustments
are necessary in respect of the carrying amount of the property, plant and equipment of RMB260.9 million as
at 31 December 2018.

7. Impairment assessment of land at Link Way Louisiana LLC

As disclosed in Note 28(k), the freehold land held by Link Way Louisiana LLC, a subsidiary of the Group, was
carried at a historical cost of RMB12.4 million. In the absence of information from the management on the
impairment assessment of the freehold land, we were not able to perform any audit procedures and there were
no practical alternative audit procedures that we could carry out to ascertain the extent of the impairment or
whether any adjustments are required on the freehold land as at 31 December 2018.

8. Subsequent events

Owing to the severity and continuing spread of the coronavirus or COVID-19 outbreak in the PRC since
December 2019 and up to the date of this report, we were unable to perform the subsequent events work and
other audit procedures we consider necessary for the PRC subsidiaries of the Group.

As of the date of this report, due to the coronavirus, we were advised not to leave for the PRC to physically
perform the audit procedures in so far as to the audit completion for subsequent events. Neither were our
component auditors allowed to carry out the audit at this juncture.

We were also unable to perform alternative audit procedures to obtain information and explanations we
considered necessary. Consequently, we are not able to ascertain whether all significant subsequent events
have been adequately dealt with in these financial statements with respect to the disclosures, presentation and
adjusting subsequent events.

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

Included in the statement of financial position of the Company as at 31 December 2018 were investments in a
subsidiary, JJC, with a carrying amount of RMB340.2 million (2017 — RMB340.2 million) and trade receivable
amounts due from JJC of RMB37.7 million (2017 — RMB32.1 million). As discussed in the preceding paragraphs,
the operations of JJC in the Xiangshui Chemical Industry Park have been shut down by the local government.
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Basis for Disclaimer of Opinion (Continued)

9. Impairment assessment of the cost investment held by and trade receivables due by JJC to the
Company (Continued)

As at 31 December 2018, JJC has reported net assets of RMB809.4 million as at 31 December 2018 and
incurred losses of RMB175.5 million for the financial year then ended. No impairment assessment has been made
by the management. As there were no other practicable alternative audit procedures that we could perform, we
were not able to conclude on the recoverability of the investment in the subsidiary and the trade receivables due
from the subsidiary. Consequently, we were unable to determine whether any adjustments might be necessary
in respect of the investment in the subsidiary and the trade receivable due from the subsidiary for the financial
year ended 31 December 2018.

10. Going concern

We draw attention to Note 3.1 to the financial statements, which indicates that the Group incurred a loss of
RMB673.4 million (2017 — loss of RMB22.9 million) during the financial year ended 31 December 2018. The
Group’s current liabilities exceeded the current assets by approximately RMB544.9 million (31 December 2017
— RMB256.2 million; 1 January 2017 — RMB261.5 million) as at 31 December 2018, excluding assets and
liabilities held for sale.

Based on the latest announcement by the Company, for the half-year ended 30 June 2019, the Group incurred
an unaudited loss of RMB175.4 million. As at 30 June 2019, the Group’s current liabilities had exceeded its
current assets by RMB905.1 million, and it had a deficit in its shareholder’s funds of RMB134.4 million. As
announced on 27 September 2019 by the Company, the joint operation company of the Group, Taixing Sunke
Chemicals Co., Ltd., was disposed off and approved by the Board. However, due to the technicality as to the
remittance of the sale proceeds following the disposal, we were unable to ascertain when this fund can be made
available to disburse for the use of paying the liabilities owing by the Group to the banks for RMB471.4 million
as at 31 December 2018, excluding assets and liabilities held for sale.

On 2 October 2019, the Company announced that it has received letters of demand to pay 6 overdue bank loans
of an aggregate amount of RMB166.1 million from the China Construction Bank Corporation, the Agricultural
Bank of China and the Industrial and Commercial Bank of China. Further to the announcement on 2 October
2019, the Company has announced on 20 December 2019 and 5 March 2020, that it had received two letters
of demands dated 13 December 2019 and 27 February 2020 from an unrelated party, Xiangshui City Asset
Investment Holding Group Co., Ltd. (3K &E R FERERED SRR T) or (“XCAIH), for the Group to make
immediate repayment of an outstanding loan of RMB35.0 million owed by JJC to XCAIH.

These factors indicate the existence of a material uncertainty which may cast significant doubt on the Group’s
ability to continue as a going concern.

While the Group has plans to raise funds to meet the operational needs, we were unable to obtain sufficient
appropriate audit evidence regarding the likely outcome of the plans. We were, therefore, unable to conclude
whether the use of the going concern assumption, which has been adopted for the preparation of the
accompanying financial statements, is appropriate. If the Group was unable to continue in operational existence
for the foreseeable future, the Group may be unable to discharge its liabilities in the normal course of business,
and adjustments may have to be made to reflect the situation that assets may need to be realised other than
in the normal course of business and at amounts which could differ significantly from the amounts at which
they are currently recorded in the statement of financial position. No such adjustments have been made to the
financial statements.
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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 Singapore Financial Reporting Standards International (“SFRS(1)”), and for devising
and maintaining a system of internal accounting controls sufficient to provide a reasonable assurance that assets are
safeguarded against loss from unauthorised use or disposition, and transactions are properly authorised and that they
are recorded as necessary to permit the preparation of true and fair financial statements and to maintain accountability
of assets.

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

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

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

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

Report on Other Legal and Regulatory Requirements
In our opinion, in view of the significance of the matters referred to in the Basis for Disclaimer of Opinion section of our
report, we do not express an opinion on whether the accounting and other records required by the Act to be kept by
the Company and by those subsidiary corporations incorporated in Singapore of which we are the auditor have been
properly kept in accordance with the provisions of the Act.

Other Matters

Related party transactions

As disclosed in Note 25 to the financial statement the transactions with related parties were as follows:

Yixing Danson

On 30 April 2013, the Company announced that (i) the transactions between the Group and Yixing Danson Technology
Co., Ltd. (“Yixing Danson”) were interested person transactions which exceeded 5% in FY2011, 2012, first quarter
2013 (“Past Interested Person Transactions”) and (i) the Company would be seeking approval from shareholders
to ratify the Past Interested Person Transactions at an extraordinary general meeting to be convened. During the
financial year ended 31 December 2018, the transactions consist of the sale of chemical products of RMB224.2 million
(2017 = RMB195.7 million), purchase of inventories of RMB35.1 million (2017 — RMB65.7 million) and sales of waste
material of RMB Nil (2017 — RMB14.9 million).
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Report on Other Legal and Regulatory Requirements (Continued)
Other Matters (Continued)

Related party transactions (Continued)

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 sale of raw materials of RMB260.6 million (2017 — RMB349.4 million), purchase of
inventories of RMB14.4 million (2017 — RMB11.2 million) and purchase of raw material RMB Nil (2017 — RMB2.1 million).

Jiaxing Jinyan

The transactions between the Group and Jiaxing Jinyan Chemical Technology Co., Ltd. (“Jiaxing Jinyan”) were interested
person transactions. Ms. Hu Yanping, the substantial shareholder of the Group, Mr Sun Xiao (the former Chief Executive
Officer and Executive Director of the Company) and their associates own in aggregate 100% of the equity interest in
Jiaxing Jinyan. The transactions consist of the sale of chemical products of RMB Nil (2017 — RMB572,000), purchase
of inventories of RMB164,000 (2017 — RMB35.0 million).

Jiangsu Yinyan

The transactions between the Group and Jiangsu Yinyan Specialty Chemical Co., Ltd. (“Jiangsu Yinyan”) were interested
person transactions. Ms Hu Yanping, the substantial shareholder of the Group and Mr Sun Liping (father of Mr Sun
Xiao, the Chief Executive Officer of the Company) own in aggregate 94.0% of the equity interest in Jiangsu Yinyan.
Mr Sun Liping passed away on 20 August 2014. However, there was no change of ownership of Jiangsu Yinyan noted.
The transactions consist of the sale of chemical products of RMB71.6 million (2017 — RMB58.5 million), purchase of
inventories of RMB18.0 million (2017 — RMB11.4 million).

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

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

Foo Kon Tan LLP
Public Accountants and
Chartered Accountants

Singapore, 19 March 2020
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Year ended Year ended
31 December 31 December
Note 2018 2017
RMB’000 RMB’000

(Re-presented)
Continuing operations

Revenue 4 1,577,098 2,246,712
Cost of sales (1,543,832) (2,084,536)
Gross profit 33,266 162,176
Other income
— Interest 5(a) 1,822 585
— Others 5(b) 41,935 13,218
Distribution expenses (37,070) (40,170)
Administrative expenses (142,700) (108,138)
Other operating expenses 6(a) (510,032) (13,305)
Finance costs 6(b) (73,062) (73,365)
Loss before taxation 6(c) (685,841) (563,999)
Taxation 7 (600) (1,018)
Loss after taxation from continuing operations (686,441) (65,017)
Discontinued operations
Profit from discontinued operations, net of tax 12(c) 13,045 32,154
Loss for the year (673,396) (22,863)
Other comprehensive income after tax:
(Item that may be reclassified subsequently to
profit or loss)
Foreign currency translation 809 (574)
Total comprehensive loss for the year (672,587) (28,437)
Loss attributable to:
Owners of the Company (630,678) (20,322)
Non-controlling interests (42,718) (2,541)
Loss for the year (673,396) (22,863)
Loss attributable to owners of the Company:
Loss from continuing operations (643,723) (52,476)
Profit from discontinued operations 13,045 32,154
(630,678) (20,322)
Total comprehensive loss attributable to:
Owners of the Company (629,869) (20,896)
Non-controlling interests (42,718) (2,541)
Total comprehensive loss for the year (672,587) (28,437)
RMB RMB
Cents Cents
(Re-presented)
Earnings/(Loss) per share for loss from:
Basic and diluted loss per share
— loss for the year (118.5) (3.8)
— continuing operations 8 (121.0) (9.9
— discontinued operations 8 2.5 6.1

The annexed notes form an integral part of these financial statements.
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SUNVIC CHEMICAL HOLDINGS LIMITED

STATEMENTS OF
FINANCIAL POSITION

AS AT 31 DECEMBER 2018

Group Company
31 December 31 December 1 January 31 December 31 December 1 January
Note 2018 2017 2017 2018 2017 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ASSETS
Non-current assets
Property, plant and equipment 9 337,767 1,135,353 1,206,559 33 - -
Intangible assets 10 7,885 9,259 9,915 - - -
Land use rights iR 44,900 59,173 48,772 - - -
Investment in subsidiaries 12(a) - - - 342,623 342,623 342,623
Deferred tax assets 13 - 24,430 24,430 - N -
Value-added tax recoverable 14 - 84,931 86,380 - - -
Long-term prepayments 16 - 6,027 - - - -
Fixed deposits — pledged 17 76,739 76,739 - - - -
467,291 1,395,912 1,376,056 342,656 342,623 342,623
Current assets
Inventories 15 18,544 109,132 81,893 - - -
Trade and other receivables 16 751,708 954,950 990,299 53,299 46,996 45,283
Cash and cash equivalents 17 228,865 278,164 262,216 810 306 1,036
999,117 1,342,246 1,334,408 54,109 47,302 46,319
Assets of disposal group
classified as held for sale 12(c) 791,883 - - - - -
Non-current assets held
for sale 18 - - 12,632 - - -
1,791,000 1,342,246 1,346,940 54,109 47,302 46,319
Total assets 2,258,291 2,738,158 2,722,996 396,765 389,925 388,942
EQUITY AND LIABILITIES
Capital and Reserves
Share capital 19 291,516 291,516 291,516 291,516 291,516 291,516
Treasury shares 19 (1,575) (1,575) (1,575) (1,575) (1,575) (1,575)
(Accumulated losses)/
Retained earnings (226,237) 404,441 424,763 63,885 64,426 66,726
Other reserves 20 289,706 288,897 289,471 - - -
353,410 983,279 1,004,175 353,826 354,367 356,667
Non-controlling interests (122,377) (79,659) (77,118) - - -
Total equity 231,033 903,620 927,057 353,826 354,367 356,667
Non-current liabilities
Borrowings 21 75,631 228,631 180,000 - - -
Deferred tax liabilities 13 7,500 7,500 7,500 - - -
83,131 236,131 187,500 - - -
Current liabilities
Borrowings 21 395,740 707,853 957,300 - - -
Trade and other payables 22 1,058,446 877,483 645,956 42,939 35,558 32,275
Provision for restoration costs 23 45,573 - - - - -
Contingent liability 27(b) 42,500 - - - - -
Income tax payable 1,750 13,071 5,183 - - -
1,544,009 1,598,407 1,608,439 42,939 35,558 32,275
Liabilities of disposal group
classified as held for sale 12(c) 400,118 - - - - -
1,944,127 1,598,407 1,608,439 42,939 35,558 32,275
Total liabilities 2,027,258 1,834,538 1,795,939 42,939 35,558 32,275
Total equity and liabilities 2,258,291 2,738,158 2,722,996 396,765 389,925 388,942

The annexed notes form an integral part of these financial statements.
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SUNVIC CHEMICAL HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018
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SUNVIC CHEMICAL HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF
CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

Note 2018 2017
RMB’000 RMB’000

(Re-presented)

Cash Flows from Operating Activities

Loss before taxation from continuing operations (685,841) (568,999)
Profit before taxation from discontinued operation 12(c) 23,052 36,840
(662,789) (17,159)

Adjustments for:

Interest expense 6(b) 80,159 81,634
Interest income 5(a) (2,593) (3,988)
Depreciation of property, plant and equipment 9 109,654 135,053
Impairment loss of property, plant and equipment 9 199,030

Amortisation of intangible assets 10 812 774
Amortisation of land use rights 11 1,334 1,404
Gain on disposal of land use rights 5 (9,429) -
Gain on disposal of property, plant and equipment 5 (36) (232)
Property, plant and equipment written off 6(a) - 707
Unrealised currency translation difference 809 574
Impairment loss of trade receivables 16 - 355
Impairment loss on value added tax recoverable 83,951 -
Impairment loss on prepayment 16 19,625 -
Contingent liabilities — third parties 27(b) 42,500 -
Provision for restoration costs 23 45,573 -
Provision for severance compensation 22 12,700 -
Reversal of doubtful debt provision 16 (80) -
Reversal of inventory write-down 15 - (2,588)
Operating (loss)/profit before working capital changes (78,780) 196,534
Decrease/(increase) in inventories 45,446 (24,654)
(Increase)/decrease in trade and other receivables (12,327) 32,568
Decrease in trade and other payables 443,426 317,620
Cash generated from operations 397,765 522,068
Income tax (paid)/refund (21,368) 2,185
Net cash flows generated from operating activities 376,397 524,253
Cash Flows from Investing Activities

Interest received 2,593 3,988
Purchase of property, plant and equipment (Note A) (36,002) (152,014)
Purchase of intangible assets 10 - 2)
Proceeds from disposal of property, plant and equipment 978 1,484
Net cash flows used in investing activities (32,431) (146,544)
Cash Flows from Financing Activities

Proceeds from borrowings 631,205 1,339,256
Repayments of borrowings (943,318) (1,540,072)
Interest paid (80,159) (81,634)
Increase in pledged fixed deposits (99,014) (131,870)
Net cash flows used in financing activities (491,286) (414,320)
Net decrease in cash and cash equivalents (147,320) (36,611)
Cash and cash equivalents at beginning 157,324 196,507
Effects of exchange rate changes (994) (2,572)
Cash and cash equivalents at end 17 9,010 157,324

The annexed notes form an integral part of these financial statements.
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SUNVIC CHEMICAL HOLDINGS LIMITED

CONSOLIDATED STATEMENT OF
CASH FLOWS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

Notes:

A.

Property, plant and equipment

During the year, the Group paid cash of RMB36.0 million (2017 — RMB152.0 million) for the additions to property, plant and equipment amounting to
RMB6.8 million (2017 — RMB74.4 million). The difference was mainly due to payment made for prior year payables for property, plant and equipment.

2018 2017
The Group RMB’000 RMB’000
Amounts payable to suppliers at beginning 45,059 122,667
Purchases of property, plant and equipment (Note 9) 6,829 74,406
Amounts payable to suppliers at end (15,886) (45,059)
Cash paid on addition of property, plant and equipment 36,002 162,014

Reconciliation of liabilities arising from financing activities

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

1 January Cash flows 31 December
2018 Non-cash flows - 2018
Cash outflow Cash inflow
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Borrowings 936,484 (153,000)* (943,318) 631,205 471,371
1 January Cash flows 31 December
2017 Non-cash flows 2017
Cash outflow Cash inflow
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Borrowings 1,137,300 - (1,540,072) 1,339,256 936,484

Relates to disposal of 45% equity interest in Taixing Sunke Chemicals Co., Ltd.

The annexed notes form an integral part of these financial statements.
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SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

1 General information

The financial statements of the Company and of the Group for the year ended 31 December 2018 were
authorised for issue in accordance with a resolution of the directors on the date of the Directors’ statement.

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

The registered office is located at 112 Robinson Road #11-01 Robinson 112, Singapore 068902.
2 Summary of significant accounting policies
(a) Basis of preparation

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

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

(b) Adoption of SFRS(I)

As required by the listing requirements of Singapore Exchange, the Group has adopted SFRS(l) on
1 January 2018. These financial statements for the year ended 31 December 2018 are the first set of
financial statements the Group prepared in accordance with SFRS(l). The Group’s previously issued
financial statements for periods up to and including the financial year ended 31 December 2017 were
prepared in accordance with Singapore Financial Reporting Standards (“SFRS”).

In adopting SFRS(I) on 1 January 2018, the Group is required to apply all of the specific transition
requirements in SFRS(I) 1 First-time Adoption of SFRS(I).

Under SFRS(I) 1, these financial statements are required to be prepared using accounting policies
that comply with SFRS(I) effective as at 31 December 2018. The same accounting policies are applied
throughout all periods presented in these financial statements, subject to the mandatory exceptions and
optional exemptions under SFRS(l) 1.

The Group’s opening statement of financial position has been prepared as at 1 January 2017, which is
the Group’s date of transition to SFRS(I) (“date of transition”).
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SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

2 Summary of significant accounting policies (Continued)
(b) Adoption of SFRS(I) (Continued)
Optional exemptions applied

SFRS(l) 1 allows the exemption from application of certain requirements under SFRS(I) on a retrospective
basis. The Group has applied the following exemptions in preparing this first set of financial statements
in accordance with SFRS(l):

(i) Short-term exemption on adoption of SFRS(I) 9 Financial Instruments

The Group has elected to apply the short-term exemption to adopt SFRS(I) 9 on 1 January 2018.
Accordingly, the requirements of SFRS 39 Financial Instruments: Recognition and Measurement
are applied to financial instruments up to the financial year ended 31 December 2017. The Group
is also exempted from complying with SFRS(l) 7 Financial Instruments: Disclosure to the extent
that the disclosures required by SFRS(I) 7 relate to the items within scope of SFRS(I) 9.

As a result, the requirements under SFRS are applied in place of the requirements under SFRS(I) 7
and SFRS(l) 9 to comparative information about items within scope of SFRS(l) 9.

There were no material adjustments to the Group’s statement of cash flows arising from the
transition from SFRS to SFRS(]).

Adoption of SFRS(I) 9

SFRS(l) 9 Financial Instruments sets out requirements for recognising and measuring financial assets,
financial liabilities and some contracts to buy or sell non-financial items. It also introduces a new ‘expected
credit loss’ (ECL) model and a new general hedge accounting model. The Group adopted SFRS(I) 9 from
1 January 2018.

In accordance with the exemption in SFRS(I) 1, the Group elected not to restate comparative information
for 2017. Accordingly, the information presented for 2017 is presented, as previously reported, under
SFRS 39 Financial Instruments: Recognition and Measurement. Differences in the carrying amounts
of financial assets resulting from the adoption of SFRS() 9 are recognised in retained earnings as at
1 January 2018.

Arising from this election, the Group is exempted from providing disclosures required by SFRS(I) 7
Financial Instruments: Disclosures for the comparative period to the extent that these disclosures relate
to items within the scope of SFRS(l) 9. Instead, disclosures under SFRS 107 Financial Instruments:
Disclosures relating to items 68 within the scope of SFRS 39 are provided for the comparative period.

The accounting policies for financial instruments under SFRS(I) 9 is as disclosed in Note 3.4.
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SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

2 Summary of significant accounting policies (Continued)
(b) Adoption of SFRS(I) (Continued)
Adoption of SFRS(I) 9 (Continued)

Classification and measurement of financial assets and financial liabilities

Under SFRS(I) 9, financial assets are classified in the following categories: measured at amortised
cost, FVOCI - debt instrument, FVOCI - equity instrument; or FVTPL. The classification of financial
assets under SFRS(I) 9 is generally based on the business model in which a financial asset is managed
and its contractual cash flow characteristics. SFRS(I) 9 eliminates the previous SFRS 39 categories of
held-to-maturity, loans and receivables and available-for-sale. Under SFRS(l) 9, derivatives embedded in
contracts where the host is a financial asset in the scope of the standard are never separated. Instead,
the hybrid financial instrument as a whole is assessed for classification. No reclassifications resulting
from the management’s assessment.

The adoption of SFRS(I) 9 has not had a significant effect on the Group’s accounting policies for financial
liabilities (Note 22).

The following table presents original measurement categories under SFRS 39 and the new measurement
categories under SFRS(I) 9 for each class of the Group’s financial assets as at 1 January 2018.

Original classification

under SFRS 39 (Up to New classification under
financial year ended SFRS(I) 9 (Effective from
Group and Company 31 December 2017) 1 January 2018)
Financial assets
Trade and other receivables Loan and receivables Amortised cost
Cash and bank balances Loan and receivables Amortised cost

Impairment of financial assets

SFRS(I) 9 requires the Group and Company to record expected credit losses on all of its financial assets
at amortised cost or debt instruments at FVOCI, either on a 12-month or lifetime basis. Upon adoption
of SFRS(l) 9, there is no additional impairment required on the Group’s financial assets at amortised cost
except for financial guarantee contracts.
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SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

2 Summary of significant accounting policies (Continued)
(b) Adoption of SFRS(I) (Continued)
Adoption of SFRS(I) 9 (Continued)

Impairment of financial assets (Continued)

Set out below is the reconciliation of the ending impairment allowances in accordance with FRS 39 to
the opening loss allowances determined in accordance with SFRS(l) 9:

Allowance for

impairment under ECL under

FRS 39 as at SFRS(I) 9 as at

31 December 2017 Remeasurement 1 January 2018

Group RMB’000 RMB’000 RMB’000
Loans and receivables under
FRS 39/Financial assets at

amortised cost under SFRS(I) 9 1,092 - 1,092

Adoption of SFRS(l) 15
In accordance with the requirements of SFRS(I) 1, the Group adopted SFRS(I) 15 retrospectively. The
adoption of SFRS(I) 15 did not result in adjustments to the previously issued SFRS financial statements

as the impact is not material based on the assessment performed by the management.

Accounting for contracts with separate performance obligations

Under SFRS(l) 15, each contract for sales of chemical products was assessed to be one contract with
revenue recognised at a point in time when the control of the goods was transferred to the buyer and
when the amount of the costs of the transactions can be measured reliably.

Presentation of contract liabilities

Upon adoption of SFRS(I) 15, the Group has changed the presentation of advance from customers of
RMB17.3 million as at 31 December 2017 and RMB11.2 million as at 1 January 2017 to contract liabilities.
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SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

2 Summary of significant accounting policies (Continued)
(c) SFRS(I) issued but not yet effective

Below are the mandatory standards, amendments and interpretations to existing standards that have
been published, and are relevant for the Group’s accounting periods beginning on or after 1 January
2019 and which the Group has not early adopted:

Effective date
(Annual periods
beginning on

Reference Description or after)

SFRS(l) 16 Leases 1 January 2019

Amendments to SFRS(I) 9 Prepayment Features with Negative 1 January 2019
Compensation

SFRS(l) INT 23 Uncertainty Over Income Tax Treatments 1 January 2019

SFRS(l) 1-19 Plan Amendment: Curtailment or Settlement 1 January 2019

SFRS(l) 3 Amendments to SFRS(I) 3: Definition of a 1 January 2020
Business

SFRS(l) 1-1, SFRS(I) 1-8 Amendments to SFRS(I) 1-1 and SFRS(I) 1 January 2020

1-8: Definition of Material

The directors do not anticipate that the adoption of the above SFRS(l)s 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:

SFRS(I) 16 Leases

SFRS(I) 16 introduces a single, on-balance sheet lease accounting model for lessees. This will result
in almost all leases being recognised on the balance sheet, as the distinction between operating and
finance leases is removed. Under the new standard, an asset (the right to use the leased item) and a
financial liability to pay rentals are recognised. The only exceptions are short-term and low-value leases.
The accounting for lessors will not change significantly.

The Group will apply the standard from 1 January 2019, using the simplified transition approach and
will not restate comparative amounts for the year prior to first adoption. Right-of-use (“ROU”) assets for
property leases will be measured on transition as if the new rules had always been applied. All other
ROU assets will be measured at the amount of the lease liability on adoption (adjusted for any prepaid
or accrued lease expenses). For lease contracts that contain the option to renew, the Group is expected
to use hindsight in determining the lease term.

The Group has performed a preliminary assessment of the new standard on its existing operating lease
arrangements as a lessee. Based on the preliminary assessment, the Group and the Company has
office where they are operating leases. The Group and the Company expects these operating leases
to be recognised as Right-Of-Use assets with corresponding lease liabilities under the new standard.
The Group and the Company does not expect any significant impact on the financial statements upon
adoption of the new SFRS(I) 16.
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SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

2 Summary of significant accounting policies (Continued)
(c) SFRS(]) issued but not yet effective (Continued)
SFRS(l) 16 Leases (Continued)

As at 31 December 2018, the Group and the Company has non-cancellable operating lease commitments
of RMB755,000 (Note 26(a)). The standard is effective for annual period beginning on or after 1 January
2019. The Group and the Company does not expect the adoption of SFRS(I) 16 to have significant impact
on its financial position and financial results for the financial year ending 31 December 2019.

The Group’s activities as lessor are not material and the Group does not expect any significant impact
on the financial statements.

(d) Significant accounting policies
Consolidation

The consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at the end of the reporting period. The financial statements of the subsidiaries used
in the preparation of the consolidated financial statements are prepared for the same reporting date
as the Company. Consistent accounting policies are applied to like transactions and events in similar
circumstances. Information on its subsidiaries is given in Note 12(a).

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

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

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

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

° 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.
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SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Consolidation (Continued)

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.

A change in the ownership interest

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

When the Group loses control of a subsidiary, a gain or loss is recognised in profit or loss and is calculated
as the difference between (i) the aggregate of the fair value of the consideration received and the fair
value of any retained interest and (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 SFRS()s).

The fair value of any investment retained in the former subsidiary at the date when the control is lost is
regarded as the fair value on the initial recognition for subsequent accounting under SFRS(l) 9, when
applicable, the cost on initial recognition of an investment in an associate or a joint venture.

ANNUAL REPORT 2018

D-25



APPENDIX D — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

69

SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Consolidation (Continued)

Acquisition of businesses

The acquisition method of accounting is used to account for business combinations entered into by the
Group.

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

Acquisition-related costs are expensed as incurred.

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

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

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

Disposals

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

Any retained equity interest in the entity is remeasured at fair value. The difference between the carrying
amount of the retained interest at the date when control is lost and its fair value is recognised in profit
or loss.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Consolidation (Continued)

Transactions with non-controlling interest

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

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

Property, plant and equipment

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

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

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

The cost of property, plant and equipment includes expenditure that is directly attributable to the
acquisition of the items. Dismantlement, removal or restoration costs are included as part of the cost of
property, plant and equipment if the obligation for dismantlement, removal or restoration is 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.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Property, plant and equipment (Continued)

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 the
end of each reporting period as a change in estimates.

Intangible assets

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

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

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

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

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

Gains or losses arising from derecognition of an intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the asset and are recognised in profit or loss when
the asset is derecognised.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Intangible assets (Continued)
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, except for freehold land use right which is not amortised.

Investment in subsidiaries

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

Investment in joint venture

Joint arrangements

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

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

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

The Group reassesses whether the type of joint arrangement in which it is involved has changed when
facts and circumstances change.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)

Investment in joint venture (Continued)

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.

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.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Non-current assets (or disposal group) held-for-sale and discontinued operations

Non-current assets (or disposal group) are classified as assets held-for-sale and 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, or disposal group, are not depreciated
or amortised while they are classified as held-for-sale. Any impairment loss on initial classification and
subsequent measurement is recognised as an expense. Any subsequent increase in fair value less cost to
sell (not exceeding the accumulated impairment loss that has been previously recognised) is recognised
in profit or loss.

If the criteria to classify as held-for-sale are no longer met, the assets, or disposal group, are remeasured
at the lower of the carrying amount before the classification as held-for-sale, adjusted for any depreciation,
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.

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

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

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

(c) is a subsidiary acquired exclusively with a view to resale.
Financial liabilities
The Group’s financial liabilities include borrowings and trade and other payables.

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

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

Financial assets and financial liabilities 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.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Financial liabilities (Continued)

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.

Provision

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

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

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

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.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Financial guarantee (Continued)

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

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

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

Prior to 1 January 2018, financial guarantee contracts are subsequently amortised to the profit or loss over
the period of the subsidiaries’ borrowings, unless the Company has incurred an obligation to reimburse
the bank for an amount higher than the unamortised amount. In this case, the financial guarantee

contracts shall be carried at the expected amount payable to the bank.

Employee benefits

Pension obligations

The Group participates in the national pension schemes as defined by the laws of the countries in which
it has operations.

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

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

Employee leave entitlements

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

Key management personnel

Key management personnel are those persons having the authority and responsibility for planning,
directing and controlling the activities of the Group. Directors and certain managerial personnel are
considered key management personnel.
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(d) Significant accounting policies (Continued)
Leases

Where the Group is the lessee

Operating leases

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

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

Where the Group is the lessor

Operating leases

Leases where the Group retains substantially all the risks and rewards of ownership of the asset are
classified as operating leases. Initial direct costs 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.

Income taxes

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

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

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

A deferred income tax asset is recognised to the extent that it is probable that future taxable profit will
be available against which the deductible temporary differences and tax losses can be utilised.
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(d) Significant accounting policies (Continued)
Income taxes (Continued)
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.

Revenue recognition

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

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

(i) Sales of chemical products

The Group manufactures and sells of Acrylic Acid (“AA”) and Acrylate Esters (“AE”), PMIDA and
glyphosate and refined MTBE and petroleum products (collectively “chemical products”) in the
marketplace. Sales are recognised at a point when control of the products has transferred to its
customer, being when the products are delivered to the customer or the customer has taken
physical delivery according to the agreed sales term and all criteria for acceptance have been
satisfied.

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

These accounting policies below are applied before the initial application date of SFRS(I) 15,
1 January 2018:

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.

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

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

(iv) Dividend income

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

Operating segments

For management purposes, operating segments are organised based on their products and services
which are independently managed by the respective segment managers responsible for the performance
of the respective segments under their charge. The segment managers report directly to the management
of the Company who regularly review the segment results in order to allocate resources to the segments
and to assess the segment performance. Additional disclosures on each of these segments are shown
in Note 24, including the factors used to identify the reportable segments and the measurement basis
of segment information.
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(d) Significant accounting policies (Continued)
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.

Related parties

A related party is defined as follows:

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

(i) has control or joint control over the Company;
(if) has significant influence over the Company; or

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

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

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

(if) 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);

(iif) both entities are joint ventures of the same third party;

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

(v) the entity is a post-employment benefit plan for the benefit of employees of either the
Company or an entity related to the Company. If the Company is itself such a plan, the
sponsoring employers are also related to the Company;
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Related parties (Continued)
(vi) the entity is controlled or jointly controlled by a person identified in (a);

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

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

Functional currencies

Functional and presentation currency

Items included in the financial statements of each entity in the Group are measured using the 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 end of the reporting period
are recognised in profit or loss. However, in the consolidated financial statements, currency translation
differences arising from borrowings in foreign currencies and other currency instruments designated and
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.
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(d) Significant accounting policies (Continued)
Conversion of foreign currencies (Continued)

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 the reporting period
of that statement of financial position;

(if) 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

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

Financial assets

The accounting for financial assets before 1 January 2018 is as follows:

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 end of the reporting period with
the exception that the designation of financial assets at fair value through profit or loss is not revocable.

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

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

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

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

The accounting for financial assets before 1 January 2018 is as follows: (Continued)

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

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

or loss and available-for-sale financial assets.

Loans and receivables

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

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

The accounting for financial assets from 1 January 2018 is as follows:

Classification and measurement

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

At initial recognition

At initial recognition, the Group measures a financial asset at its fair value plus transaction costs that are
directly attributable to the acquisition of the financial asset.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Financial assets (Continued)

The accounting for financial assets from 1 January 2018 is as follows: (Continued)

Classification and measurement (Continued)

At subsequent measurement

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

Amortised cost

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

Impairment of financial assets

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

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

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group
does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs
at the end of each reporting period. The Group has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking factors specific to the debtors and the
economic environment.
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2 Summary of significant accounting policies (Continued)
(d) Significant accounting policies (Continued)
Financial assets (Continued)

The accounting for financial assets from 1 January 2018 is as follows: (Continued)

Impairment of financial assets (Continued)

For debt instruments at FVOCI, the Group applies the low credit risk simplification. At the end of each
reporting period, the Group evaluates whether the debt instrument is considered to have low credit risk
using all reasonable and supportable information that is available without undue cost or effort. In making
that evaluation, the Group reassesses the internal credit rating of the debt instrument. In addition, the
Group considers that there has been a significant increase in credit risk when the contractual payments
are more than days past due.

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

Recognition and derecognition

Regular way purchases and sales of financial assets are recognised on trade date — the date on which
the Group commits to purchase or sell the asset.

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

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

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

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

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

3.1 Significant judgements in applying accounting policies
Income taxes (Note 7) and Deferred taxes (Note 13)

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 the management’s assessment of the economic
environment in which the entities operate and the entities’ process of determining sales prices.

Provision for restoration costs (Note 23)

The Group has accrued RMB45,573,000 (2017 — Nil) in the current financial year being environmental remediation
and restoration of the land relating to its operations in the Xiangshui Chemical Industry Park which was shut
down by the local government in March 2019. Under existing legislation, the PRC government may move further
towards more rigorous enforcement of applicable laws, and towards the adoption of more stringent environmental
standards due to the hazard area and for public interest of the urban re-planning. The outcome of environmental
liabilities under future environmental legislation cannot be ascertained with accuracy although the management
believes the current provision for the restoration cost is adequate.

Accrued severance compensation

As disclosed in Note 22, the Group has accrued a severance compensation of RMB12.7 million (2017 — Nil)
related to compensation payable to the staffs resulted from the explosion and fire hazard in one of the subsidiary
premises in the Xiangshui Chemical Industry Park as at 31 December 2018. The management is of the view that
the accrual is based on the management’s best estimations and the current accrued severance compensation
is adequate.
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3 Significant accounting estimates and judgements (Continued)

3.1 Significant judgements in applying accounting policies (Continued)
Joint arrangement classified as disposal group held for sale and discontinued operations (Note 12(c))
Disposal group classified as held for sale

As disclosed in Note 12(c), despite the arbitration proceedings and related claims made against Taixing Jurong
Chemical Co., Ltd. (“Taixing Jurong”) who holds a 45% interest in Taixing Sunke Chemicals Co., Ltd. (“Taixing
Sunke”) during the financial year ended 31 December 2018, the management has classified Taixing Sunke as a
disposal group classified as held for sale as at that date. This is because a binding the Letter of Intent (“LOI”) has
been entered into with Arkema Asie SAS (the “Purchaser”) to dispose of the entire 45% interest held by Taixing
Jurong to the Purchaser. Pursuant to the LOI, the arbitration proceedings and related claims against Taixing
Jurong will be withdrawn upon the completion of the Proposed Disposal. The shareholders of the Company
have also approved of the Proposed Disposal on 15 July 2019. The management considers the classification
of the joint arrangement as a disposal group classified as held for sale to be appropriate.

Discontinued operations

Taixing Sunke had been previously accounted for as a joint arrangement and classified as a joint operation
whereby the Group has proportionally consolidated the financial performance and its share of the assets and
liabilities held jointly arising from the joint operation in prior years by the Group. As disclosed in Note 12(b),
Taxing Sunke contributed significant cost of sales and expenses and total assets and total liabilities to the
Group in 2017 under the proportionate consolidation method of accounting in 2017 and in prior years and is
considered to be a significant joint operation of the Group. Consequent to the reclassification of Taixing Sunke
from a joint arrangement to a disposal group classified as held for sale in 2018, Taixing Sunke has also been
classified as a discontinued operation on the same basis. Comparative figures have been reclassified to reflect
the discontinued operation in accordance with SFRS(I) 5.

Investment in subsidiaries (Note 12(a))

As disclosed in Note 12(a), notwithstanding that Company has only a 42.4% equity interest in SVAP, it considers
that it has control over SVAP because Whitefield Capital Inc. owns the remaining 57.6% equity interest in SVAP
and is a related party to the Company whereby the majority of the key management personnel in SVAP are the
same of those of the Company. Consequently, SVAP is accounted for as a subsidiary in the Group.
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3 Significant accounting estimates and judgements (Continued)
3.1 Significant judgements in applying accounting policies (Continued)
Going concern

The Group has incurred a loss of RMB673.4 million (2017 - loss of RMB22.9 million) during the financial
year ended 31 December 2018. The Group’s current liabilities exceeded the current assets by approximately
RMB544.9 million (31 December 2017 — RMB256.2 million; 1 January 2017 — RMB261.5 million) as at
31 December 2018, excluding assets and liabilities held for sale.

Based on the latest announcement by the Company, for the half-year ended 30 June 2019, the Group incurred
an unaudited loss of RMB175.4 million. As at 30 June 2019, the Group’s current liabilities had exceeded its
current assets by RMB905.1 million, and it had a deficit in its shareholder’s funds of RMB134.4 million. As
announced on 27 September 2019 by the Company, the joint operation company of the Group, Taixing Sunke
Chemicals Co., Ltd., was disposed off and approved by the Board. However, due to the technicality as to the
remittance of the sale proceeds following the disposal, when this fund can be made available to disburse for
the use of paying the liabilities owing by the Group to the banks for RMB471.4 million as at 31 December 2018
is presently uncertain.

On 2 October 2019, the Company announced that it has received letters of demand to pay 6 overdue bank loans
of an aggregate amount of RMB166.1 million from the China Construction Bank Corporation, the Agricultural
Bank of China and the Industrial and Commercial Bank of China in the PRC. These factors indicate the existence
of a material uncertainty which may cast a significant doubt on the Group’s ability to continue as a going concern.
Further to the announcement on 2 October 2019, the Company has announced on 20 December 2019 and
5 March 2020, that it had received two letters of demands dated 13 December 2019 and 27 February 2020
from an unrelated party, Xiangshui City Asset Investment Holding Group Co., Ltd. (020i& R ExRED
BIR/AT) or (“XCAIH"), for the Group to make immediate repayment of an outstanding loan of RMB35 million
owed by JJC to XCAIH.

The Group has plans to raise funds to meet its operational needs. On this basis, the financial statements of the
Group have been prepared on going concern basis, which assume that the Group will continue in operation at
least for a period of 12 months from the balance sheet date.

If the Group was unable to continue in operational existence for the foreseeable future, the Group may be unable
to discharge its liabilities in the normal course of business, and adjustments may have to be made to reflect the
situation that assets may need to be realised other than in the normal course of business and at amounts which
could differ significantly from the amounts at which they are currently recorded in the statement of financial
position. No such adjustments have been made to the financial statements.
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3 Significant accounting estimates and judgements (Continued)
3.1 Significant judgements in applying accounting policies (Continued)
Related parties’ transactions (Note 25 and Note 27)

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

Impairment of trade and other receivables (Note 16)

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

Where there is objective evidence of impairment, the amount and timing of future cash flows are estimated
based on historical loss experience for assets with similar credit risk characteristics. Where the actual outcome
or expectation in future is different from the original estimate, such differences will impact the carrying amount
of the receivables as well as impairment or write-back of impairment in the period in which such estimate has
been changed. The carrying amount of the Group’s and the Company’s trade and other receivables at the end
of the reporting period is disclosed in Note 16.

Impairment of Value-added tax (“VAT”) recoverable (Note 14)

An impairment provision of RMB83,951,000 (2017 - Nil) was made as the chemical zone of which Jiangsu
Jurong Petrochemicals Co., Ltd. (*JJP”) operates was being ordered to shut down by the local government
subsequent to the financial year ended 31 December 2018. The management is of the view that these amounts
cannot be recovered from the tax authorities owing to the shut down of operation by the local government and
the period of the shut down cannot be presently ascertained.

Impairment of non-financial assets (Note 9)

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

3.1 Significant judgements in applying accounting policies (Continued)
Impairment of non-financial assets (Note 9) (Continued)
During the year, the Group performed an impairment assessment on its property, plant and equipment.
(i) Jiangsu Jurong Chemical Co., Ltd. (“*JJC”)

As a result of the assessment, an impairment loss of RMB30,554,000 (2017 — RMB Nil) was recognised in
profit or loss. The impairment amount was provided to write down the residual values of certain property,
plant and equipment to its recoverable amount of nil for the financial year ended 31 December 2018
following the Chemical Explosion at the Xiangshui Chemical Industry Park where JJC was operating.

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

As a result of the assessment, an impairment loss of RMB136,000,000 (2017 — RMB Nil) was recognised
in profit or loss. The impairment amount was provided to write down the residual values of certain
property, plant and equipment to its recoverable amount of Nil for the financial year ended 31 December
2018 following the Chemical Explosion at the Xiangshui Chemical Industry Park where JJP was operating.

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

As a result of the assessment and owing to the loss for the year of Taixing Jurong, an impairment loss of
RMB32,476,000 (2017 — RMB Nil) was recognised in profit or loss. The impairment amount was provided
with reference to the valuation conducted by an independent valuer on its certain plant and machinery
at 12 February 2019, adjusted for various factors, to its fair value less cost to sales.

Contingent liabilities (Note 27(b))

As disclosed in Note 27(b), the Group has announced that it had received legal demands totalling RMB222.5
million in respect of financial guarantees issued to third parties in 2018. Subsequent to the findings by EY
Advisory, on 5 March 2020, the Company has announced that following the completion of the special audit by
EY Advisory and in view of the YFC Veracity Discrepancies (refer to Note 27(b)), the Company has reversed in
full the provision of the YFC Contingent Liabilities of RMB180 million from the financial statements of the Group
as at 31 December 2018.
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3 Significant accounting estimates and judgements (Continued)
3.1 Significant judgements in applying accounting policies (Continued)
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 Group’s property, plant and equipment as at 31 December 2018 is RMB337.8 million
(31 December 2017 — RMB1.1 billion; 1 January 2017 — RMB1.2 billion) 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 the management’s estimates, the Group’s loss for the year will
increase/decrease by approximately RMB33.8 million (2017 — RMB13.5 million).

Allowance for inventory obsolescence (Note 15)

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

If the net realisable value of the inventory increase/decrease by 10% from the management’s estimates, the
Group’s loss will decrease/increase by RMB1.9 million (2017 — RMB10.9 million). The carrying amount of the
inventory is disclosed in Note 15.

Impairment on investment in subsidiaries (Note 12)

The Group reviews the investment in subsidiaries at the end of the reporting period to determine whether there is
any indication of impairment. An impairment exists when the carrying amount of an asset or cash generating units

exceeds its recoverable amount, which is the higher of its fair value less costs of disposal and its value-in-use.

The carrying amounts of investment in subsidiaries at the end of the reporting period are disclosed in Note 12.
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4 Principal activities and revenue

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

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

Continuing operations

2018 2017
The Group RMB’000 RMB’000
Trading of chemical products — at a point in time 1,577,098 2,246,712

Disaggregation of revenue from contracts with customers

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

customers.
Continuing operations
2018 2017
The Group RMB’000 RMB’000
Geographical region
- PRC 1,466,283 2,136,400
— Other countries in Asia 60,053 47,732
— Others 50,762 62,580
1,577,098 2,246,712
Product lines
- AA and AE 1,273,713 1,548,332
— Others 303,385 698,380
1,577,098 2,246,712

Revenue recognised during the financial year from contract liabilities at the beginning of the financial year
amounted to RMB17,322,000 (2017 — RMB11,262,000).

The Group applies the practical expedient in SFRS(I)15 and does not disclose information about its remaining
performance obligation as the performance obligation is part of contracts that have original expected duration
of one year or less.
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5 Other income
Continuing operations Discontinued operations Total
2018 2017 2018 2017 2018 2017
The Group RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Re-presented) (Re-presented)
5(a) Interest income
Interest income from
deposits with banks 1,822 585 771 3,403 2,593 3,988
5(b) Others
Rental income 549 667 - - 549 667
Reversal of inventory
write-down - 2,588 - N - 2,588
Sale of raw material,
other spare parts,
steam and provision
of waste water
treatment services 29,242 3,408 30,583 31,071 59,825 34,479
Exchange gain 1,076 - - - 1,076 -
Gain on disposal of
property, plant and
equipment 36 228 - 4 36 232
Gain on disposal of land
use rights 9,429 - - - 9,429 -
Other miscellaneous
income 1,603 6,327 983 (2,561) 2,586 3,766
41,935 13,218 31,566 28,514 73,501 41,732
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6(a) Other operating expenses

Note Continuing operations Discontinued operations Total
2018 2017 2018 2017 2018 2017
The Group RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Re-presented) (Re-presented)

Property, plant

and equipment

written off - 14 2,863 693 2,863 707
Cost of raw material

and steam sold

and provision

of waste water

treatment

services 25,628 2,824 16,805 25,672 42,433 28,496
Employee

compensation - 866 - - - 866
Penalty 1 - 2,614 1,379 2,615 1,379
Prepayment

written-off - 5,691 - - - 5,691
Inventory written-off - - - 751 - 751
Impairment loss of

property,

plant and

equipment 9 199,030 - - - 199,030 -
Contingent liabilities

for financial

guarantees

issued to third

parties 27(b) 42,500 - - - 42,500 -
Impairment loss on

value-added tax

recoverable 14 83,951 - - - 83,951 -
Impairment loss on

prepayment 16 19,625 - - - 19,625 -
Restoration and

dismantle

charges 23 45,573 - - - 45,573 -

Share of operating
expenses of
disposal group
classified as held

for sale* 89,502 - - - 89,502 -

Other miscellaneous
expenses 4,222 3,910 1,326 (2,561) 5,548 1,349
510,032 13,305 23,608 25,934 533,640 39,239

#  This related to share of the fixed costs, depreciation and amortisation incurred by disposal group classified as held for sale, Taixing Sunke,
as a result of “stop of supply” order implemented against Taixing Jurong which was stipulated in the products supply agreement between
Taixing Sunke and Taixing Jurong.
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6(b) Finance costs

Continuing operations Discontinued operations Total
2018 2017 2018 2017 2018 2017
The Group RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Re-presented) (Re-presented)
Interest paid and payable
to banks 73,062 73,365 7,097 8,269 80,159 81,634

6(c) Loss before taxation

Loss before taxation has been arrived at after charging/(crediting):

Continuing operations Discontinued operations Total
Note 2018 2017 2018 2017 2018 2017
The Group RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Re-presented) (Re-presented)

Audit fees paid to:
— auditor of the
Company 1,934 2,056 - - 1,934 2,056
- others 269 - 180 - 449 -
Cost of inventories

included in cost

of sales 15 1,467,373 1,495,732 - - 1,467,373 1,495,732
Net foreign exchange

loss/(gain) 1,753 (6,748) 4,054 2,561 5,807 (4,187)
Staff costs 33,936 30,553 16,729 21,750 50,665 52,303
Contributions

to defined

contribution plans,

included in staff

costs 3,710 3,391 750 3,358 4,460 6,749
Depreciation of

property, plant

and equipment 9 109,654 38,714 77,644 96,339 187,298 135,053
Impairment loss of

trade receivables 16 - 356 - - - 355
Amortisation of

intangible assets 10 812 692 82 82 894 774
Amortisation of land

use rights 1 1,334 886 518 518 1,852 1,404
Severance

compensation 22 12,700 - - - 12,700 -
Operating lease

expense 887 445 397 330 1,284 775
Directors’ fees 250 491 - - 250 491
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7 Taxation
2018 2017
The Group RMB’000 RMB’000
From Continuing operations:
Current taxation 37 739
Under provision in respect of previous years
— Current taxation 563 279
600 1,018
From Discontinued operations (Note 12(c)):
Current taxation 2,677 5,072
Under/(over) provision in respect of previous years
— Current taxation 7,330 (386)
10,007 4,686
10,607 5,704

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

2018 2017
The Group RMB’000 RMB’000
Profit before tax from:
— Continuing operations (685,841) (53,999)
— Discontinued operations (Note 12(c)) 23,052 36,840
(662,789) (17,159)
Income tax using applicable tax rates (165,654) (21,465)
Adjustments:
Non-taxable income!" (3,086) (4,014)
Non-deductible expenses®? 93,888 2,008
Under/(Over)-provision in respect of previous years 7,893 (107)
Deferred tax assets not recognised® 77,684 31,5692
Utilisation of deferred tax assets on temporary difference
not recognised in previous years (56) (2,109)
Tax incentives (62) (123)
Others - (78)
10,607 5,704

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

(2) This is mainly related to impairment loss of property, plant and equipment of RMB199.0 million (Note 9), impairment loss of VAT recoverable
of RMB83.9 million (Note 14), impairment loss on prepayment of RMB19.6 million (Note 16), provision for restoration of RMB45.6 million
(Note 23) and the provision for contingent liabilities of RMB42.5 million in respect of the financial guarantee (Note 27(b)) made during the
current financial year.

(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 13).
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7 Taxation (Continued)
The above reconciliation is prepared by aggregating separate reconciliation for each national jurisdiction.

JJC, JJP, Taixing Jurong, Yixing Yinyan Import and Export Co., Ltd. (“YYIE”) and Taixing Sunke are subject to
the PRC income taxes rate at 25% (2017 — 25%) on their taxable profit.

Sunvic Chemical Holdings Limited, Dynix Pte. Ltd. and SunVic Asia Pacific Investments Holdings Pte. Ltd. are
subject to Singapore income tax rate at 17% (2017 — 17%) on its taxable profit.

8 Loss per share

Basic loss per share is calculated by dividing the net loss attributable to owners of the Company by the weighted
average number of ordinary shares in issue of 532,001,000 (2017 — 532,001,000) shares during the financial year.

Continuing operation Discontinued operation Total
2018 2017 2018 2017 2018 2017
The Group RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Re-presented) (Re-presented)
Net (loss)/profit
attributable to owners
of the Company
(RMB’000) (643,723) (62,476) 13,045 32,154 (630,678) (20,322)
Weighted average number
of ordinary shares
outstanding for basic
eanings per share
('000) 532,001 532,001 532,001 532,001 532,001 532,001
Basic (loss)/eamnings
per share (RMB cents
per share) (121.0) 9.9 25 6.1 (118.5) (3.8
Diluted (loss)/earnings
per share (RMB cents
per share) (121.0) 9.9 25 6.1 (118.5) (3.8

For the purpose of calculating diluted loss per share, loss attributable to owners of the parent of the Company
and the weighted average number of ordinary shares outstanding are adjusted for the effects of all dilutive
potential shares. As there are no dilutive potential ordinary shares that were outstanding during the year, the
basic earnings per share is the same as the diluted earnings per share.
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9 Property, plant and equipment (Continued)

The Company

Furniture and fixture RMB’000
Cost

At 1 January 2017 and 31 December 2017 -
Additions 45
At 31 December 2018 45

Accumulated depreciation and impairment losses
At 1 January 2017 and 31 December 2017 -
Depreciation 12

At 31 December 2018 12

Net carrying amount
At 31 December 2018 33

At 1 January 2017 and 31 December 2017 -

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

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

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

i.m: immaterial

(@) Impairment assessment

i  JJC

As announced in the previous announcement dated 27 March 2019 and 8 April 2019, it
was reported that the local Xiangshui government had decided to completely shut down the
chemical zone at the Xiangshui Chemical Industry Park in Yancheng city, Jiangsu Province,
PRC, in which a severe explosion occurred where JJC was operating.
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9 Property, plant and equipment (Continued)
(a) Impairment assessments during the year ended 31 December 2018 (Continued)
(a) Impairment assessment (Continued)

(i) JJC (Continued)

In view of the shut down, there is material uncertainty in JJC’s ability to generate future
economic cash inflow from its property, plant and equipment. During the current financial
year, the management made an impairment loss of RMB30.6 million on the plant and
machinery of JJC on the prudent assumption that these plants will be permanently
shut down. At the end of the reporting period, the accumulated impairment losses on
the JJC’s plant and machinery amounted to RMB1,045,434,000 (31 December 2017 —
RMB1,014,880,000; 1 January 2017: RMB1,014,880,000).

i JIP

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

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

During the current financial year, the management made an impairment loss of RMB136.0
million on the plant and machinery of JJP on the prudent assumption that these plants will
be permanently shut down. At the end of the reporting period, the accumulated impairment
losses on the JJP’s plant and machinery amounted to RMB228,662,000 (31 December
2017 - RMB92,662,000; 1 January 2017: RMB92,662,000).

(iif) Taixing Jurong

An impairment loss of RMB32.4 million was recognised in profit or loss for the year ended
31 December 2018 in respect of the property, plant and equipment of Taixing Jurong. The
impairment loss was undertaken in view of the net loss suffered by Taxing Jurong following
a valuation performed by an independent professional valuer. At the end of the reporting
period, the accumulated impairment losses on the Taixing Jurong’s plant and machinery
amounted to RMB60,461,000 (31 December 2017 — RMB27,985,000; 1 January 2017:
RMB27,985,000).

Certain land use rights of Taixing Jurong are subject to the Taixing Sunke arbitration
proceeding (Note 12(c)).
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9 Property, plant and equipment (Continued)

(a) Impairment assessments during the year ended 31 December 2018 (Continued)
(b) Security

As at 31 December 2018, property, plant and equipment of the Group with a carrying amount of
RMB289,730,000 (31 December 2017 — RMB22,950,000; 1 January 2017 — RMB540,101,000)
were pledged as security to secure bank loans (Note 21).

(¢) Construction work-in-progress as at 31 December 2018 mainly relates to the construction
of an electricity substation, office building and preliminary preparation work in the Economic
Development Zone of Taixing City, the PRC, for future construction of chemical production facility.
As at 31 December 2018, the capitalised costs amounted to RMB75,200,000 (31 December 2017
- RMB220,420,000; 1 January 2017 — RMB253,240,000).

(d) As at 31 December 2018, the accumulated impairment loss on property, plant and equipment
for the Group is RMB1,334,557,000 (31 December 2017 — RMB1,135,527,000; 1 January 2017
- RMB1,135,527,000).

10 Intangible assets

Technology Computer

know-how software Total
The Group RMB’000 RMB’000 RMB’000
Cost
At 1 January 2017 12,5657 3,083 15,640
Additions - 2 2
Transfer from construction-in-progress - 116 116
At 31 December 2017 12,557 3,201 15,758
Disposal of joint operation - (1,127) (1,127)
Transfer from construction-in-progress - 291 291
At 31 December 2018 12,557 2,365 14,922
Accumulated amortisation
At 1 January 2017 4,445 1,280 5,725
Amortisation charge 465 309 774
At 31 December 2017 4,910 1,589 6,499
Amortisation charge 478 334 812
Disposal of joint operation - (274) (274)
At 31 December 2018 5,388 1,649 7,037
Net carrying amount
At 31 December 2018 7,169 716 7,885
At 31 December 2017 7,647 1,612 9,259
At 1 January 2017 8,112 1,803 9,915

Technology know-how relates to production technology and is assessed to have finite useful life of 10 years in
view of the changing technology in the chemical industry.
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11 Land use rights

31 December 31 December 1 January

2018 2017 2017
The Group RMB’000 RMB’000 RMB’000
Cost
At 1 January 66,319 54,514 54,514
Disposal of Joint Operation (Note 12(c)) (12,258) - -
Disposals (3,147) - -
Transfer from non-current asset held for sale - 11,805 -
At 31 December 50,914 66,319 54,514
Accumulated amortisation
At 1 January 7,146 5,742 4,366
Disposal of Joint Operation (Note 12(c)) (2,243) - -
Disposals (223) - -
Amortisation charge 1,334 1,404 1,376
At 31 December 6,014 7,146 5,742
Net carrying amount
At 31 December 44,900 59,173 48,772

31 December 31 December 1 January

2018 2017 2017
The Group RMB’000 RMB’000 RMB’000
Amount to be amortised:
— Not later than one year 1,334 1,404 857
— Later than one year but not later than five years 5,337 5,616 3,427
— Later than five years 38,229 52,153 44,488
44,900 59,173 48,772

(a) The Group has land use rights over 8 plots of state-owned land in the PRC where the Group’s PRC
manufacturing and storage facilities reside. The land use rights have a remaining average tenure of
35 years (31 December 2017 — 36 years; 1 January 2017 — 37 years).

(b) Freehold land in Louisiana -

Included in land use rights were freehold land in Louisiana of RMB12,372,000 (31 December 2017 —
RMB11,805,000; 1 January 2017: RMB Nil (classified as non-current assets held for sale (Note 18)).

In the financial year end 2017, the transfer of land use right from non-current assets held for sale relates
to the freehold land in Louisiana amounting to RMB11,805,000 (1 January 2017 — classified under
non-current assets held for sale).

(c) The Group disposed land use rights of leasehold land in Taixing Jurong to a third party for consideration
of RMB12,920,000 for the financial year ended 31 December 2018. The Group recognised a gain on
sales of land use rights of RMB9,429,000 for the financial year ended 31 December 2018 (Note 5).
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11 Land use rights (Continued)

(d) As at 31 December 2018, land use rights of the Group with a carrying amount of RMB27,864,479

(2017 — RMB23,376,000) are pledged as security to secure bank loans (Note 21).

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

(Note 12(c).
12(a) Investment in subsidiaries
31 December 31 December 1 January
2018 2017 2017
The Company RMB’000 RMB’000 RMB’000
Unquoted equity investments, at cost 399,884 399,884 399,884
Less: Accumulated impairment losses
Balance at beginning (57,261) (57,261) (57,261)
Impairment charge - - -
Balance at end (57,261) (57,261) (57,261)
342,623 342,623 342,623

Details of subsidiaries are as follows:

Country of
incorporation/
and operation

Proportion of ownership
interest and voting rights
held by non-controlling interests

Name of subsidiary Principal activities

31.12.2018 31.12.2017  1.1.2017
% % %
Held by the Company:
Dynix Pte. Ltd." Singapore Import and export of 100 100 100
chemical products
Jiangsu Jurong Chemical PRC Manufacture and sale of 100 100 100
Co., Ltd.@ chemical products
SunVic Asia Pacific Investments Singapore Investment holding 42.4 42.4 42.4
Holdings Pte. Ltd. (“SVAP")®
Held through Dynix:
Jurong Chemical LLC® United States of Trading business and 100 100 100
America (“‘USA”) provision of after-sales
services
Link Way Trading Limited (“‘LWT")® British Virgin Import and export of 100 100 100
Islands (“BVI”) chemical products
Held through LWT:
Link Way Louisiana LLC® USA Trading business and 100 100 100

provision of after-sales
services
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12(a) Investment in subsidiaries (Continued)

Details of subsidiaries are as follows: (Continued)

Country of Proportion of ownership
incorporation/ interest and voting rights
Name of subsidiary and operation Principal activities held by the Group
31.12.2018 31.12.2017  1.1.2017
% % %
Held through JJC:
Yinyan Products Quimicos Ltd.® Brazil Import and export of - - 100

chemical products

Yixing Yinyan Import and Export PRC Import and export of 100 100 100
Co., Ltd.@ chemical products
Yinyan Argentina SA® Argentina Import and export of 100 100 100

chemical products

Taixing Jurong Chemical PRC Manufacture and sale of 100 100 100
Co., Ltd.® chemical products

Jiangsu Jurong Petrochemicals PRC Manufacture and sale of 82.1 82.1 82.1
Co., Ltd.@ chemical products

Held through TJC:
Taixing Sunke Chemicals PRC Manufacture and sale of # # #
Co., Ltd.@ chemical products

(1) Audited by Foo Kon Tan LLP, Singapore, Public Accountants and Chartered Accountants

(2) Audited by HLB Liaoning Zhongheng CPAs Co., Ltd., PRC, a member firm of HLB International, for the purpose of consolidation
(3) Unaudited, dormant

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

(5) Strike off on 30 October 2017

#  The Group has 45% equity interest in Taixing Sunke which is accounted for as joint operation (Note 12(b)) and classified as disposal group
classified as held for sale and discontinued operations in 2018.
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12(a) Investment in subsidiaries (Continued)
Investment in SVAP

(i)

Notwithstanding that Company has only a 42.4% equity interest in SVAP, it considers that it has control

over SVAP because Whitefield Capital Inc. owns the remaining 57.6% equity interest in SVAP and is a
related party to the Company whereby the majority of the key management personnel in SVAP are the
same of those of the Company. Consequently, SVAP is accounted for as a subsidiary in the Group.

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 2018,

31 December 2017 and 1 January 2017.

Country of
incorporation/

Name of subsidiary and operation

Proportion of ownership
interest and voting rights

Principal activities held by non-controlling interests

Jiangsu Jurong PRC
Petrochemicals

Co., Ltd.

Summarised statement of financial position

Current

Assets

Liabilities

Total net current liabilities
Non-current

Assets

Net liabilities

31.12.2018 31.12.2017 1.1.2017
% % %
Manufacture and 17.9 17.9 17.9
sale of chemical
products
31 December 31 December 1 January
2018 2017 2017
RMB’000 RMB’000 RMB’000
10,601 16,765 21,852
(782,624) (792,172) (792,302)
(772,023) (775,407) (770,450)
25,809 267,737 285,994
(746,214) (507,670) (484,456)
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12(a) Investment in subsidiaries (Continued)

Investment in SVAP (Continued)

2018 2017
Summarised income statement RMB’000 RMB’000
Revenue 8,904 27,390
Expenses (247,447) (41,502)
Loss before income tax (238,543) (14,112)
Income tax expense - -
Loss after tax (238,543) (14,112)
Other comprehensive income - -
Total comprehensive loss (238,543) (14,112)
Total comprehensive loss allocated to non-controlling interests (42,699) (2,526)
Dividends paid to non-controlling interests - -

2018 2017
Summarised cash flows RMB’000 RMB’000
Cash flows (used in)/generated from operating activities (746) 443
Cash flows generated from investing activities 58 —
Net (decrease)/increase in cash and cash equivalents (688) 443

12(b) Investment in joint operation
The Group holds 45% equity interest in the joint operation, Taixing Sunke, through its wholly owned subsidiary
Taixing Jurong. The joint operation has been classified as disposal group classified as held for sale and
discontinued operations in 2018 (Note 12(c)).

Details of joint operation are as follows:

Proportion of

Country of ownership interest and
Name of joint operation incorporation Principal activities voting rights held
31.12.2017 1.1.2017
% %
Taixing Sunke The PRC Manufacture and sale of 45 45

chemical products
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12(b) Investment in joint operation (Continued)
The Group consolidates its 45% share of assets, liabilities, revenues and expenses of its joint operation.

31 December 1 January

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

2017
Summarised of statement of profit or loss and total comprehensive income RMB’000
Revenue 2,545,868
Expenses (2,5613,714)
Profit for the period 32,154
Dividend received from joint operation -

2017
Summarised cash flows RMB’000
Cash flows generated from operating activities 59,684
Cash flows used in investing activities (113,253)
Cash flows used in financing activities (60,000)
Net decrease in cash and cash equivalents (113,569)
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12(c) Disposal group classified as held for sale

On 2 November 2018, the management has informed the Board of Directors of the Company that an arbitration
proceeding was commenced on 27 August 2018 against Taixing Jurong, a wholly-owned subsidiary of the
Company, in China International Economic and Trade Arbitration Commission (“CIETAC”) by Taixing Sunke,
which is a 45%-55% joint venture between Taixing Jurong and Arkema Asie SAS respectively. The arbitration
proceeding was commenced by Taixing Sunke against Taixing Jurong for monies amounting to approximately
RMB404 million which are due and owing by Taixing Jurong to Taixing Sunke in respect of Acrylic Acid and
Acrylate Esters provided by Taixing Sunke to Taixing Jurong. Taixing Sunke had applied injunctions against
Taixing Jurong to freeze effectively all of the assets of Taixing Jurong up to the amount claimed under the
arbitration proceeding (the “Injunctions”) and was granted the Injunctions by Taizhou City Intermediate People’s
Courts of the People’s Republic of China on 31 August 2018.

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

Pursuant to the LOI, Taixing Jurong and the Purchaser have agreed that the consideration for the Proposed
Disposal shall be RMB700.0 million plus Amount X (as defined below) (the “Transfer Price”). Under the Amended
and Restated Product Supply Agreement signed between Taixing Jurong and Taixing Sunke on 18 June
2016, Taixing Jurong is liable to pay (i) the fixed costs and a markup fee of 10% accrued from the later of the
date on which the Transaction Documents are entered into or 31 December 2018 until the Closing Date, and
(i) depreciation and amortisation and a mark-up fee of 10% accrued from 1 October 2018 until the Closing Date
(items (i) and (ii) being collectively referred to the “Amount X”). Amount X is estimated to be RMB108.7 million
if Closing Date falls on 30 April 2019 and will vary if the Closing Date is earlier than 30 April 2019.

Taixing Jurong and the Purchaser further agreed that within two (2) business days from the date of the LOI,
the Purchaser will procure Taixing Sunke to apply to the CIETAC to suspend the arbitration proceedings
commenced against Taixing Jurong and within five (5) business days upon receipt by Taixing Jurong of the
Acknowledgement of the Amount X, the Purchaser will procure Taixing Sunke to apply to CIETAC to withdraw
the injunctions granted and the arbitration commenced against Taixing Jurong. The estimated net proceeds
from the Proposed Disposal is RMB377.1 million.

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

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

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

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

(ifi) The amounts in the Escrow Account cannot be withdrawn until the completion of the investigations and
agreed by the Exchange, save for the settlement of expenses and intercompany debts as set out in the
Payment Terms of the Equity Transfer Agreement.

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

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

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

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

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

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

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

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

In compliance with SFRS(I) 5 — Non-current assets held for sale and discontinued operations, the Proposed
Disposal of Taixing Sunke has been presented under discontinued operations in the consolidated statement of
profit or loss and other comprehensive income as the Proposed Disposal represents a significant joint operation
of the Group that was proportionately consolidated in prior years. Comparative figures have been re-presented.
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12(c) Disposal group classified as held for sale (Continued)

An analysis of the results of discontinued operations, and the results recognised on the remeasurement of the
disposal group were as follows:

Year ended Year ended
31 December 31 December

2018 2017
Summarised statement of comprehensive income RMB’000 RMB’000
Revenue* 1,308,078 1,145,640
Cost of sales* (1,304,341) (1,084,884)
Gross profit 3,737 60,756
Other operating income 72,621 31,917
Selling and distribution expense (2,680) (2,608)
Administrative expense (19,921) (19,027)
Other operating expenses (23,608) (25,934)
Finance costs (7,097) (8,269)
Profit before taxation 23,052 36,840
Taxation (10,007) (4,686)
Profit after taxation from discontinued operations 13,045 32,154

*  Share of revenue and cost of sales of Taixing Sunke has being fully eliminated to the extent of Taixing Jurong’s share of the revenue and

cost of sales of Taixing Sunke.
The impact of the discontinued operations on the cash flows of the Group was as follows:

Year ended Year ended
31 December 31 December

2018 2017
Summarised cash flows RMB’000 RMB’000
Cash flows generated from operating activities 35,545 26,858
Cash flows used in investing activities (51,221) (50,964)
Cash flows used in financing activities (41,409) (27,000)
Net decrease in cash and cash equivalents (57,085) (51,106)

Assets directly associated with disposal group classified as held for sale:
Year ended
31 December

2018
RMB’000
Property, plant and equipment 489,338
Land use right 10,015
Intangible asset 853
Inventories 45,143
Trade and other receivables 198,651
Cash and cash equivalents 47,883
791,883
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12(c) Disposal group classified as held for sale (Continued)
Liabilities directly associated with disposal group classified as held for sale:

Year ended
31 December
2018
RMB’000

Trade and other payables 285,368
Long-term borrowings 114,750

400,118

13 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:

31 December 31 December 1 January

2018 2017 2017
The Group RMB’000 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) (7,500)

The balance comprises tax on the following temporary differences:

Excess of
net book value
over tax written

down value

of qualifying
property, plant Unappropriated
and equipment profits Total
The Group RMB’000 RMB’000 RMB’000
At 31 December 2018 - (7,500) (7,500)
At 31 December 2017, 1 January 2017 24,430 (7,500) 16,930
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13 Deferred taxation (Continued)
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 the PRC. The requirement is effective from 1 January
2008 and applies to earnings after 31 December 2007. A lower withholding tax rate may be applied if there is
tax treaty between the PRC and the jurisdiction of the foreign investor. The Group made provision for deferred
tax liabilities on withholding tax at 5% of the retained earnings of all its PRC subsidiaries.

As at 31 December 2018, the aggregate amount of temporary differences relating to undistributed profits of
subsidiaries for which deferred tax liabilities have not been recognised is RMB545,831,000 (31 December
2017 — RMB969,140,000; 1 January 2017 — RMB1,103,353,000). Unutilised tax liability totalling approximately
RMB27,220,000 (31 December 2017 — RMB48,383,000; 1 January 2017 — RMB55,168,000) has not been
recognised in respect of these differences because the Group is in a position to control the timing of the reversal
of the 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:

31 December 31 December 1 January

2018 2017 2017
The Group RMB’000 RMB’000 RMB’000
Tax losses 832,483 347,495 347,959
Deductible temporary difference 2,008,142 1,639,620 1,622,798
2,840,625 1,987,115 1,870,757

The Group has unabsorbed tax losses amounting to approximately RMB832,483,000 (31 December 2017 —
RMB347,495,000; 1 January 2017 — RMB347,959,000) that will expire between 2019 to 2021 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 RMB1,839,666,000
(31 December 2017 — RMB1,639,620,000; 1 January 2017 — RMB1,522,798,000).

Unutilised tax benefits totalling approximately RMB628,091,000 (31 December 2017 — RMB495,458,000;
1 January 2017 — RMB465,975,000) arising from deductible temporary difference and tax losses had not been
recognised as there was no reasonable certainty of their realisation in the future.
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14 Value-added tax recoverable

31 December 31 December 1 January

2018 2017 2017
The Group RMB’000 RMB’000 RMB’000
Value-added tax recoverable - 84,931 86,380

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

An impairment provision of RMB83,951,000 (2017 — Nil) was made as the chemical zone of which JJP operates
was being ordered to shut down by the local government subsequent to financial year ended 31 December 2018.

15 Inventories
31 December 31 December 1 January
2018 2017 2017
The Group RMB’000 RMB’000 RMB’000
At cost
Raw materials 5,306 47,908 32,981
Packaging materials 3,051 3,037 2,738
Goods-in-transit - - 9,772
8,357 50,945 45,491
At net realisable value
Finished goods 9,937 53,833 32,313
Work-in-progress 250 4,354 4,089
10,187 58,187 36,402
18,544 109,132 81,893
2018 2017
RMB’000 RMB’000

(Re-presented)
Statement of profit or loss and other comprehensive income:
Continuing operation

Inventories recognised as an expense in cost of sales (Note 6(c)) 1,467,373 1,495,732
Inventories recognised as an expense in other operating expenses

(Note 6(a)) 25,628 2,824
Inclusive of the following credit:
— Reversal of inventory write-down (Note 5(a)) - (2,588)
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15 Inventories (Continued)

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

Inventories amounting to RMB8,543,000 (31 December 2017 - RMB43,292,000 and 1 January 2017 -
RMB38,499,000) relate to inventories that are located in the Xiangshui Chemical Industry Park that have been
shut down by the local government.

16 Trade and other receivables
Group Company

31.12.2018 31.12.2017 1.1.2017  31.12.2018 31.12.2017 1.1.2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables
Trade receivables

— third parties 40,335 121,338 201,269 315 340 374
— joint operation 76,731 119,683 239,390 - - -
- related parties 542,863 486,177 349,317 - - -
- subsidiaries - - - 37,718 32,058 29,884
Notes receivable 1,168 102,139 65,423 - - -

661,097 829,337 855,399 38,033 32,398 30,258

Loss allowances

Balance at beginning of

the year (1,092) (737) (479) - - -
Allowances - (355) (258) - - -
Reversal of loss allowance 80 - - - - -
Balance at end of the year (1,012) (1,092) (737) - - -
Net trade receivables, current 660,085 828,245 854,662 38,033 32,398 30,258

Other receivables
Non-trade amounts due from

subsidiaries - - - 14,793 14,076 14,825
Other receivables 44,480 70,391 34,662 122 118 194
Prepayments
- Long-term prepayment

- current - 1,592 - - - -
— Other prepayments 18,471 3,736 21,084 351 391 -
Advances to suppliers 38,758 - - - - -
Less: Loss allowance (19,625) — - - - -
Advance to suppliers, net 19,133 - - - - -
Value-added tax recoverable 9,539 50,986 79,891 - 13 6
Total other receivables,

current 91,623 126,705 135,637 15,266 14,598 15,025
Total trade and other

receivables, current 751,708 954,950 990,299 53,299 46,996 45,283
Non-current
Long-term prepayment
— due after one year - 6,027 - - - -
Total trade and other

receivables 751,708 960,977 990,299 53,299 46,996 45,283
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16 Trade and other receivables (Continued)
Trade and other receivables

Trade receivables are generally on 30 to 90 days’ terms (31 December 2017 — 30 to 90 days’ terms; 1 January
2017 — 30 to 90 days’ terms). Trade receivables are non-interest bearing and are recognised at their original
invoice amounts which represent their fair value on initial recognition.

At the end of the reporting period, note receivables amounting to RMB1,168,000 (31 December 2017 —
RMB102,139,000; 1 January 2017 — RMB65,423,000) are arranged to be settled via letters of credit issued by
reputable banks in countries where the customers are based.

As at 31 December 2018, trade receivables and notes receivable amounted to RMB Nil (31 December 2017
- RMB52,393,000; 1 January 2017 — RMB70,549,000) were pledged as securities to obtain credit facilities
(Note 21).

Further details of the foreign currencies denomination of trade receivables and the Group’s financial risk
management of foreign currency risk exposure are set out in Note 30.

Long-term prepayments

Long-term prepayment represent the prepayment of repair and maintenance cost of plant and machinery and
water treatment antisepsis. The long-term prepayment was fully written off during the financial year because of
explosion and fire hazard in one of the subsidiary premises.

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.

Advance to suppliers

This related to prepayments made to suppliers for purchase of materials. During the current financial year, the
Group has recognised an impairment loss of RMB19,625,000 (2017 — Nil) as the chemical zone of which JJC
operates was being ordered to shut down by the local government. The remaining amount of RMB19,133,000
(2017 — Nil) comprise of amount of RMB8,541,000 recorded in the books of JJP, the operations which are
located in the same location of JJC and RMB10,592,000 recorded in the book of YYIE.

Credit risks exposure

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

ANNUAL REPORT 2018

D-72



APPENDIX D — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

116

SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

16 Trade and other receivables (Continued)
Credit risks exposure (Continued)
The Group’s current credit risk grading framework comprises the following categories:

Basis for recognising

Category Description expected credit losses (ECL)
Performing The counterparty has a low risk of default and does not  12-month ECL
have any past-due amounts.
Doubtful Amount is >30 days past due or there has been a Lifetime ECL —
significant increase in credit risk since initial recognition.  not credit-impaired
In default Amount is >90 days past due or there is evidence Lifetime ECL — credit-impaired
indicating the asset is credit-impaired.
Write-off There is evidence indicating that the debtor is in severe  Amount is written off

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

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

Past due
Within 31 to 61 to More than
Current 30 days 60 days 90 days 90 days Total
The Group RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Expected loss rate - - - - 0.7%
Trade receivables — Gross 48,582 198,836 118,213 159,649 135,817 661,097
Loss allowance - - - - (1,012) (1,012)

Concentrations of credit risk

Concentrations of credit risk exist when changes in economic, industry or geographical factors similarly affect
groups of counterparties whose aggregate credit exposure is significant in relation to the Group’s total exposure.
The Group determines concentrations of credit risk by monitoring the country and industry sector profile of its
trade receivables on an ongoing basis.

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

follows:
Group Company
31 December 31 December 31 December 31 December
2018 2017 2018 2017

RMB’000 RMB’000 RMB’000 RMB’000
PRC 657,707 825,112 - -
Asia — others 1,721 1,478 38,033 32,398
Others 657 1,655 - -

660,085 828,245 38,033 32,398
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Trade and other receivables (Continued)

Concentrations of credit risk (Continued)

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

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

follows:

(i)

(i

Trade and other receivables (excluding prepayments, advances to suppliers and value-added tax

recoverable) that are neither past due nor impaired.

Group Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Current
— Trade receivables 48,582 739,760 668,199 37,883 32,224 30,258
— Other receivables 44,480 70,391 34,662 14,915 14,195 15,019
Total 93,062 810,151 702,861 52,798 46,419 45,277

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

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

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

Group Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Less than 30 days 198,836 51,359 124,947 - - -
30 to 90 days 277,862 24,523 46,071 134 135 -
More than 90 days 134,805 12,603 15,445 16 38 -
Total 611,503 88,485 186,463 150 173 -

Based on historical credit loss rates have been appropriately adjusted to reflect current condition and
forecasts of future economic conditions, the Group believes that no impairment allowance is necessary
in respect of trade and other receivables not past due or past due but not impaired. These receivables
are mainly arising by customers that have a good credit record with the Group.
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16 Trade and other receivables (Continued)
Concentrations of credit risk (Continued)
Trade and other receivables that are individually determined to be impaired at the end of the reporting period

relate to debtors that are in significant financial difficulties and have defaulted on payments. These receivables
are not secured by any collateral or credit enhancements.

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

Previous accounting policy for impairment of trade receivables

In determining the impairment loss 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, the 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.

In 2017, as a result of its critical evaluations performed on the trade receivables, RMB1,092,000 allowances
were considered necessary by the management as of 31 December 2017. Trade receivables are individually
determined as allowance for impairment or written-off at the end of reporting period as the probability of
recovering these trade debts is remote. These trade receivables are not secured by any collateral or credit
enhancements. Other than the above, there is no further allowance for impairment in respect of the remaining
trade receivables including those receivables that are past due but not impaired.

Trade and other receivables (excluding prepayments, advances to suppliers and value-added tax recoverable)
that are past due and/or impaired

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

Group Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
More than 120 days 1,012 1,092 737 - - -
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16 Trade and other receivables (Continued)
Previous accounting policy for impairment of trade receivables (Continued)

Trade and other receivables (excluding prepayments, advances to suppliers and value-added tax recoverable)
that are past due and/or impaired (Continued)

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

Group Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Gross amount 1,012 1,092 737 - - -
Less: Credit allowance (1,012) (1,092) (737) - - -

Financial assets that are neither past due nor impaired

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

Financial assets that are past due but not impaired

There is no other class of financial assets that is past due but not impaired except for trade and other receivables.

17 Cash and cash equivalents

Group Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Non-current
Fixed deposits — pledged* 76,739 76,739 - - - -
76,739 76,739 - - - -
Current
Cash and bank balances 25,434 157,324 196,507 810 306 1,036
Fixed deposits — pledged 203,431 120,840 65,709 - - -
228,865 278,164 262,216 810 306 1,036
Total 305,604 354,903 262,216 810 306 1,036

Fixed deposits pledged relating to non-current bank loans.
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17 Cash and cash equivalents (Continued)

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

31 December 31 December 1 January

2018 2017 2017
The Group RMB’000 RMB’000 RMB’000
Cash and cash equivalents 305,604 354,903 262,216
Less: bank balances — pledged - - -
Less: fixed deposits — pledged (280,170) (197,579) (65,709)

25,434 157,324 196,507

Pledged fixed deposits represent deposits pledged to banks to secure bank borrowings (Note 21) and notes
payables (Note 22). The pledged deposits will be released upon the settlement of relevant bank borrowings and
the expiry of relevant bank guarantees. At the end of the reporting period, the bank balances of RMB16,424,000
(2017 — Nil) were frozen and subject to the Taixing Sunke arbitration proceeding (Note 12(c)). The arbitration
and injunction to freeze the assets of Taixing Jurong have been withdrawn as of the date of these financial
statements.

The fixed deposits mature between one month to two years (31 December 2017 — one month to three years;
1 January 2017 — one to nine months) from the end of the reporting period with the weighted average effective
interest rate at 2.62 % (31 December 2017 — 4.38%; 1 January 2017 — 1.62%) per annum.

18 Non-current assets held for sale
Land in Louisiana

The Group’s freehold land which was classified as non-current assets held for sale in the previous year has
yet to be disposed of as at 31 December 2017. The sale was not completed within the last 2 years due to the
poor property market conditions whereby the Group was unable to sell the freehold property for the amount
that it was valued at. As these assets are unable to meet the conditions required by FRS 105 to continue to
be classified as non-current assets held for sale, the Group has reclassified the freehold land from non-current
assets held for sale to land use rights as at 31 December 2017 (Note 11).
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Share capital

No. of ordinary shares Amount
Issued share Treasury Issued share Treasury
capital shares capital shares
Group and Company ’000 ’000 RMB’000 RMB’000
31 December 2018, 31 December 2017
and 1 January 2017
Beginning and end of financial year 533,651 (1,650) 291,516 (1,575)

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

Other reserves

31 December 31 December 1 January

Note 2018 2017 2017

The Group RMB’000 RMB’000 RMB’000
Merger reserve (i) (499) (499) (499)
Capital reserve (if) 255,286 255,286 255,286
Foreign currency translation reserve (ifi) (15,395) (16,204) (15,630)
Special safety reserve (iv) 50,314 50,314 50,314

289,706 288,897 289,471
Represented by:
Distributable (15,395) (16,204) (15,630)
Non-distributable 305,101 305,101 305,101

289,706 288,897 289,471

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.

(if) 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.
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20 Other reserves (Continued)

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.

(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.

31 December 31 December 1 January

2018 2017 2017
The Group RMB’000 RMB’000 RMB’000
Foreign currency translation reserve
Balance at beginning (16,204) (15,630) (15,979)
Net currency translation differences of financial
statements of foreign subsidiaries 809 (574) 349
Balance at end (15,395) (16,204) (15,630)

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

21 Borrowings

31 December 31 December 1 January

2018 2017 2017

The Group RMB’000 RMB’000 RMB’000
Non-current
Secured bank loans 75,631 228,631 180,000
Current
Secured bank loans 395,740 707,853 942,732
Unsecured bank loans - - 14,568

395,740 707,853 957,300
Total borrowings 471,371 936,484 1,137,300

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

The borrowings of the Group are subjected to fixed interest rate.
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21 Borrowings (Continued)
The borrowings are secured by:
(a) Property, plant and equipment of the subsidiaries (Note 9(b));
(b) Land use rights (Note 11);
(c) Trade and other receivables (Note 16);
(d) Pledge fixed deposits (Note 17); and
(e) Guarantee provided by the related parties, a director and a shareholder.
(a) Effective interest rates

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

31 December 31 December 1 January

The Group Currency 2018 2017 2017

% % %
Secured bank loans RMB 4.57 - 7.50 3.63 - 7.50 2.90 - 7.50
Secured bank loans UsD 1.44 - 2.61 1.44 - 3.11 1.18 = 4.60
Unsecured bank loans Usb - - 1.95 -2.10

(b) Carrying amounts and fair values

Fair values of borrowings

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

31 December 31 December 1 January

2018 2017 2017
The Group RMB’000 RMB’000 RMB’000
Secured bank loan
Carrying amounts 75,631 228,631 180,000
Fair values 78,382 260,155 221,075
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21 Borrowings (Continued)
(b) Carrying amounts and fair values (Continued)

Fair values of borrowings (Continued)

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:

31 December 31 December 1 January
The Group 2018 2017 2017
% % %
Secured bank loans 3.20 3.90 3.00

(c) Undrawn bank facilities

The amount of stand-by credit facilities available to the Group at the end of the reporting period is
RMB191,055,000 (31 December 2017 — RMB184,100,000; 1 January 2017 — RMB535,740,000).

22 Trade and other payables

Group Company
31 December 31 December 1 January 31 December 31 December 1 January
2018 2017 2017 2018 2017 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Trade payables
— third parties 438,565 303,873 374,808 - - -
- related parties 328,505 176,986 144,478 - - -
Notes payables 174,410 282,578 - - - -
941,480 763,437 519,286 - - -
Accrued operating expenses 12,934 36,903 42,537 8,116 6,102 7,140
Accrued severance
compensation 12,700 - - - - -
25,634 36,903 42,537 8,116 6,102 7,140
Contract liabilities 23,288 17,322 11,262 - - -
Amounts due to subsidiaries
(non-trade) - - - 33,267 27,889 24,542
Other payables 68,044 59,821 72,871 1,556 1,567 593
1,058,446 877,483 645,956 42,939 35,558 32,275

Trade and other payables are unsecured and non-interest bearing. Trade payables are normally settled on
60 days (31 December 2017 — 60 days; 1 January 2017 — 60 days) terms.
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22 Trade and other payables (Continued)
Notes payables

The notes payables are secured on the fixed deposits of RMB91,708,000 (31 December 2017 — RMB59,798,000;
1 January 2017 - RMB17,257,000) of the Group.

Accrued severance compensation

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

Contract liabilities

Contract liabilities relate to advance consideration received from customers and billings in excess of revenue
recognised to-date. Contract liabilities are recognised as revenue as and when the Group satisfies the
performance obligations under its contracts.

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 30(b).
Other payables

Included in other payables is a down payment of RMB50,000,000 received from a third party in prior year for
the proposed disposal of the entire interest in JUP to the third party. There has been no further development
noted as at 31 December 2018 and as of the date of this report.

23 Provision for restoration costs

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

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

The provision for restoration costs of RMB45,573,000 (31 December 2017 — Nil) relates to the estimated cost
of restoring the land located at the Xiangshui Chemical Industry Park which have been shut down by the local
government following the Chemical Explosion in March 2019. The Group’s subsidiaries, JJC and JJP, operate
in location of Xiangshui Chemical Industry Park. The restoration will only occur when the Group return the land
use rights to the local government on expiry. However, based on the management’s intention, the land may not
be returned to the local government for the following reasons:

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

(b) The question raised as to whether the return of land and compensation from the government is an ever
ongoing for an indefinite period. We have discussed with the management and there is no indication
of compensation, if any, from the local government nor any demands being received from the local
government to make any compensation payments for the restoration of the land as of the date of this
report. The land use right at JJC and JJP has a lease period of between 47 to 50 years. Approximately
12 — 13 years have been used up with a remaining useful life of 38 and 37 years of lease before its expiry
in JJC and JJP respectively. On the basis that the extended land use right may not be taking place in the
near future, the provision for restoration may not be required for the next 37 — 38 years. There is lack of
regulatory compliance of administration of law in the PRC to provide guidance as to how compensation
can be made possible for the restoration and it is not considered to be the usual return of land in the
Xiangshui Chemical Industry Park following the explosion incident. On this basis, we are not able to
assess whether the provision is adequate or necessary;

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

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

- Manufacture and sale of PMIDA and glyphosate; and

- Manufacture and sale of refined MTBE and petroleum products.

Information regarding the results of each reportable segment is included below. Performance 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 the management believes that such information is the
most relevant in evaluating the results of certain segments relative to other entities that operate within these

industries.

Other operations include the manufacture and sale of other chemical products. None of these segments meets
any of the quantitative thresholds for determining reportable segments in 2018 or 2017.
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24 Segment reporting (Continued)

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

South North
Asia Europe America America Others Consolidated
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

2018
Revenue from external

customers 1,526,336 14,274 5,652 26,161 4,675 1,577,098
Non-current assets 378,180 - - 12,372 - 390,552
2017
Revenue from external

customers 2,184,132 10,738 5,400 39,624 6,818 2,246,712
Non-current assets 1,191,980 - - 11,805 - 1,203,785

Information about major customers

Revenue of approximately RMB352,560,000 (2017 — RMB511,717,000) was derived from 3 (2017 — 5) external
customers. These revenues are attributable to the AA & AE segments in the PRC.

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

significant transactions between the Group and related parties took place at terms agreed between the
parties during the financial years ended 31 December 2017 and 2018.

2018 2017

The Group RMB’000 RMB’000
Sale of chemical products 332,730 254,791
Sale of waste material - 14,921
Purchase of inventories 67,737 123,262
Purchase of raw material - 2,123
Sale of raw material and other spare parts 224,334 349,422

624,801 744,519
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25 Related party transactions (Continued)

(b) Sales and purchases transactions

2018 2017
The Group RMB’000 RMB’000
Sales - related parties 1,351,493 654,989
Purchases — related parties 1,350,892 655,222
2,702,385 1,310,211

During the year, the Group entered into sales and purchases transactions with terms and conditions
agreed (collectively known as “Transactions”) with related parties. Such Transactions have been entered to
maintain the Group’s, related parties’ existing credit facilities with the banks, which is a common practice
carried out in the PRC. The management has presented these transactions on a net basis for financial
reporting purpose in the consolidated financial statements. The bank facilities sum as at 31 December
2018 was RMB923 million (2017: RMB1.1 billion) as reported under the facility arrangements in the PRC
entered into during the year ended 31 December 2018.

(c) Compensation of directors and key management personnel

2018 2017

The Group RMB’000 RMB’000
Short-term employee benefits 3,765 4,265
CPF contributions 136 122

3,901 4,387
Comprise amounts paid to:
Directors of the Company 2,184 2,666
Other key management personnel 1,717 1,721

3,901 4,387

26 Commitments
(a) Operating lease commitments - as lessee

The Group and the company have entered into a commercial lease on an office premise. The lease has
a tenure of 2 — 3 years (2017 — 3 years) with an option to renew at the end of the lease term.

Minimum lease payments are recognised as an expense in profit or loss for the financial year ended
31 December 2018 amounted to RMB561,000 (2017 — RMB775,000).

ANNUAL REPORT 2018

D-87



APPENDIX D — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

131
SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

26 Commitments (Continued)

(a)

(b)

Operating lease commitments - as lessee (Continued)

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

2018 2017

The Group and The Company RMB’000 RMB’000
Not later than one year 522 503
Later than one year but not later than five years 233 693
755 1,196

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:

Group Company
2018 2017 2018 2017
RMB’000 RMB’000 RMB’000 RMB’000
Not later than one year 70 68 140 136

The leases on the Group and the Company’s office premise on which rentals are receivable has expired
on 31 May 2020 (2017 — 30 May 2018) with renewals at the then prevailing rates.

27 Corporate guarantees

(a)

Corporate guarantees to related parties

The Group acted as a corporate guarantor to provide guarantees to its related parties amounted to
RMB1,613,000,000 (31 December 2017 — RMB1,454,000,000; 1 January 2017 — RMB1,390,000,000)
to secure banking facilities. As at 31 December 2018, the related parties had drawn down an amount of
RMB1,372,810,000 (31 December 2017 — RMB920,200,000; 1 January 2017 - RMB948,180,000) from
these facilities. The loan facilities will expire in 2019 (31 December 2017 — expire in 2018).
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27 Corporate guarantees (Continued)

(a) Corporate guarantees to related parties (Continued)

2018 2017
The Group RMB’000 RMB’000
Guarantee given:
Yixing Danson 509,000 479,000
Jiaxing Jinyan 50,000 -
Taixing Jinyan 794,000 715,000
Jinyan Cangchu 260,000 260,000
1,613,000 1,454,000
Amount drawn down:
Yixing Danson 393,000 124,950
Jiaxing Jinyan 10,000 -
Jinyan Cangchu 244,500 260,000
Taixing Jinyan 725,310 535,250
1,372,810 920,200
2018 2017
The Group RMB’000 RMB’000
Guarantee received:
Yixing Danson 252,500 252,500
Taixing Jinyan 550,000 550,000
Jiangsu Yinyan 84,900 129,900
887,400 932,400
Amount drawn down:
Yixing Danson 117,430 410,420
Taixing Jinyan 444,510 230,000
Jiangsu Yinyan 82,900 129,900
644,840 770,320

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

On 10 January 2019, the Company announced that it had received legal claims in the PRC for the principal
amounts of RMB222,500,000 (consisting of two financial guarantees contracts of RMB180,000,000 and
RMB42,500,000) plus interest for financial guarantees issued by its PRC subsidiaries on behalf of two
unrelated parties. The legal claims were received in November and December 2018 but only announced
by the Company on 10 January 2019. Details of the two financial guarantees are as follows:

Financial guarantee of RMB180 million

The Company’s wholly-owned subsidiary, YYIE, received a letter of demand dated 14 November 2018
(the “YFC Letter of Demand”) from the lawyers T /AR BEEITESET) (“Jiangsu Keteng”) acting on behalf
of Yixing City Futao Rural Micro Credit Co., Ltd. (4TSI RER /A T) (“Yixing Futao Credit”)
in respect of a loan agreement entered into between Yixing Futao Credit and Jiangsu Donglai Real Estate
Development Co., Ltd. CTAGRKFB A ER T 3) (“Jiangsu Donglai”) dated 8 October 2018 for the
loan amount of RMB180,000,000 (the “YFC Loan”).

In the YFC Letter of Demand, Yixing Futao Credit is seeking repayment of RMB183,700,000 (the “YFC
Claim Amount”), comprising of RMB180,000,000 as principal repayment and RMB3,700,000 as accrued
interest payable in respect of the YFC Loan, as Jiangsu Donglai has failed to make repayment of the YFC
Claim Amount on the repayment date of 15 October 2018. Yixing Futao Credit is seeking repayment of
the YFC Claim Amount from YVYIE pursuant to a third party guarantee agreement entered into by Yixing
Futao Credit, Jiangsu Donglai and YYIE dated 8 October 2018, under which YYIE provided a corporate
guarantee to Jiangsu Donglai, a party unrelated to the Company, in favour of Yixing Futao Credit in
respect of the YFC Loan (the “YFC Corporate Guarantee”).

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

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

Financial guarantee of RMB180 million (Continued)

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

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

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

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

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

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

(d) Yixing Futao Credit did not sign the YFC Supplementary Agreement dated 13 June 2019 with
YYIE and Jiangsu Donglai.

The Group has obtained a confirmation from the liquidator of Jiangsu Donglai (f$73@ %5 &5 5SS ERA
@) (“Wuxi Hengxin”) dated 4 September 2019 as follows:

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

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

(c) The auditor appointed by the liquidator was not aware of any borrowings or amounts owed by

Jiangsu Donglai;

(d) Since the commencement of the liquidation proceedings by the liquidator on 17 April 2019, the
liquidator has confirmed that he did not stamp on the YFC Supplementary Agreement dated
13 June 2019.
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27 Corporate guarantees (Continued)
(b) Corporate guarantees - third parties (contingent liabilities) (Continued)

Financial guarantee of RMB42.5 million

JJC received a letter of demand dated 15 December 2018 (the “BOC Letter of Demand”) from the
lawyers acting on behalf of Bank of China Co., Ltd., Xiangshui County Sub-branch (“Bank of China”)
in respect of a loan agreement entered into between Bank of China and Jiangsu Dahe Lvjian Chemical
Co., Ltd. CLARFL L T HR/AT) (“Jiangsu Dahe”) dated 10 January 2018 for the loan amount of
RMB42,500,000 (the “BOC Loan”). In the BOC Letter of Demand, Bank of China is seeking repayment
of RMB42,971,061.50 (the “BOC Claim Amount”), comprising of RMB42,500,000 as principal repayment
and RMB471,061.50 as accrued interest payable in respect of the BOC Loan, as Jiangsu Dahe has
failed to make repayment of the BOC Claim Amount on the repayment date of 9 December 2018. Bank
of China is seeking repayment of the BOC Claim Amount from JJC pursuant to a corporate guarantee
entered into by JJC and Bank of China dated 5 January 2018, under which JJC provided a corporate
guarantee to Jiangsu Dahe, a party unrelated to the Company, in favour of Bank of China in respect of
the BOC Loan (the “BOC Corporate Guarantee” or “Corporate Guarantees”).

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

The Board has been informed by the management that JJC started to provide corporate guarantee as part
of an arrangement with Jiangsu Dahe since 2011, under which JJC and Jiangsu Dahe had respectively
provided corporate guarantees up to the loan amount of RMB200,000,000 to facilitate the securing of
the other party’s bank loans. According to the management, the amounts guaranteed under such an
arrangement by JJC has been progressively reduced over the years and the BOC Corporate Guarantee as
described above represents the only outstanding corporate guarantee provided by JJC for Jiangsu Dahe.

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

Pending the outcome of further investigations, given the involvement by Mr Yang Guogiang and Mr Liu
Wen in relation to the BOC Corporate Guarantee and the YFC Corporate Guarantee respectively, the
Board has announced on 19 February 2019 that it had decided to temporarily suspend their rights as
legal representatives to enter into any agreement for and on behalf of JUC and YYIE respectively without
the prior approval of Mr Sun Xiao, and to temporarily suspend Mr Yang Guogiang from his office as a
director of the Company.

As at the end of the reporting period, Jiangsu Donglai and Jiangsu Dahe have not settled their outstanding
debts with the lenders. The management made full provision of RMB222,500,000 as contingent liabilities
on the above two corporate guarantees as at 31 December 2018.
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27 Corporate guarantees (Continued)
(b) Corporate guarantees - third parties (contingent liabilities) (Continued)

Financial guarantee of RMB42.5 million (Continued)

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

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

EY Investigation

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

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

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

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

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

On 5 March 2020, the Company has announced that following the completion of the special audit by EY
Advisory and in view of the discrepancies surrounding the veracity of the YFC Agreements, the Company
has reversed in full the provision of the YFC Contingent Liabilities of RMB180,000,000 from the financial
statements of the Group as at 31 December 2018. On this basis, the Board of the Company has regarded
the YFC financial guarantee transaction as non-existent and baseless and there should not have any legal
consequences to this effect. Refer to Note 33(l).
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28 Impairment of assets
Jiangsu Jurong Chemical Co., Ltd. (“JJC”) and Jurong Petrochemicals Co., Ltd. (“JJP”)

(@) An impairment loss of RMB166.6 million on the property, plant and equipment located at the Xiangshui
Chemical Industry Park (consisting impairment loss of RMB136.0 million in respect of JJP and RMB30.6
million in respect of JJC) was recognised in profit and loss during the year ended 31 December 2018
based on management assessment. No valuation was performed by an independent professional valuer.

(b) No impairment assessment was performed on the carrying amount of the property, plant and equipment
with an aggregate carrying amount of RMB76.3 million as at 31 December 2018 located at Xiangshui
Chemical Industry Park (consisting of JUC of RMB60.8 million and JJP of RMB15.5 million) due to the
shutdown of the operations of JJC and JJP and access to the Xiangshui Chemical Industry Park was
restricted.

(c) Recorded in the books of JJC and JJP were land-use rights with the carrying amount of RMB7.2 million
(2017 — RMB7.4 million) and RMB3.2 million (2017 — RMB3.3 million) respectively as at 31 December
2018. No impairment assessment has been performed by the management owing to the shutdown of
the operations at the Xiangshui Chemical Industry Park and restricted access.

(d) Recorded in the books of JJC and JJP, were intangible assets comprising technology know-how
and software with an aggregate carrying amount of RMB7.9 million (2017 — RMB8.6 million) as
at 31 December 2018. No impairment has been provided on these intangible assets owing to the
shutdown of the operations at the Xiangshui Chemical Industry Park and restricted access.

(e) Included in the impairment loss in profit or loss for the year ended 31 December 2018, was an impairment
of value-added tax (“VAT”) recoverable of RMB83.9 million (2017 — Nil) made in respect of JJP arising
from the shut-down to the area in the Xiangshui Chemical Industry Park. No impairment loss was
made in respect of the VAT recoverable of RMB9.5 million that was recorded in the books of JJC as at
31 December 2018.

(f) The management has recorded an impairment expense of RMB19.6 million in profit or loss in respect
of the prepayments to various suppliers for purchases of raw material by JJC for the year ended
31 December 2018 owing to the shutdown of operations at the Xiangshui Chemical Industry Park.

(9) No impairment loss was made in respect of the advances paid to the suppliers for the purchases of the
raw material of RMB8.5 million that was recorded in the books of JUP as of 31 December 2018.

(h) As of 31 December 2018, JJC and JJP had inventory balances amounting to RMB7.1 million and RMB1.4
million respectively. No impairment assessment has been made by the management as it is of the view
that these inventory can be sold in subsequent periods.
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28 Impairment of assets (Continued)
Taixing Jurong Chemical Co., Ltd. (“Taixing Jurong’’)

(i) An impairment loss of RMB32.4 million was recognised in profit or loss for the year ended 31 December
2018 in respect of the plant and equipment with a carrying amount of RMB108.3 million (before
impairment loss) of Taixing Jurong, a wholly-owned subsidiary of the Group. The impairment loss was
undertaken following a valuation performed by an independent professional valuer.

() No impairment assessment was performed on the carrying amount of the property, plant and equipment
with an aggregate carrying amount of RMB260.9 million of Taixing Jurong as at 31 December 2018 as
the management is of the view that the carrying amount reflects its recoverable amount notwithstanding
there are indicators of impairment for the period then ended.

Link Way Louisiana LLC
(k) Included in land use rights of the Group is a freehold land that is held by a wholly-owned subsidiary,
Link Way Louisiana LLC. The freehold land was carried at a historical cost of RMB12,372,000
(2017: RMB11,805,000). The subsidiary has incurred a loss of RMB65,000 (2017: Loss of RMB74,000)
for the year ended 31 December 2018. Notwithstanding the indicators of impairment, no impairment
assessment has been carried out by the management as it is of the view that the carrying amount
represents fair value as at that date.
29 Fair value measurement

Definition of fair value

SFRS (1) 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.

29.1 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

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

Level 3 : unobservable inputs for the asset or liability

There were no financial assets and financial liabilities measured at fair value as at 31 December 2018,
31 December 2017 and 1 January 2017.
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29 Fair value measurement (Continued)
29.2 Accounting classifications of financial assets and financial liabilities
The carrying amounts of financial assets and financial liabilities in each category are as follows:

31 December 31 December 1 January

Note 2018 2017 2017

The Group RMB’000 RMB’000 RMB’000
Trade and other receivables 16 704,565 898,636 889,324
Pledged deposits and cash and bank balances

(including non-current fixed deposits pledged) 17 305,604 354,903 262,216
Total loans and receivables 1,010,169 1,253,539 1,151,540
Total financial assets at amortised cost - - -
Financial liabilities:
Borrowings 21 471,371 936,484 1,137,300
Trade and other payables 22 1,035,158 860,161 634,694
Provision for restoration costs 23 45,573 - -
Contingent liabilities 27(b) 42,500 — —
Total 1,594,602 1,796,645 1,771,994
The Company
Loans and receivables:
Trade and other receivables 16 52,948 46,592 45,277
Cash and bank balances 17 810 306 1,036
Total loans and receivables - 46,898 46,313
Total financial assets at amortised cost 53,758 - -
Financial liabilities:
Trade and other payables 22 42,939 35,558 32,275

30 Financial risk management objectives and policies

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

The Group and the Company are exposed to financial risks arising from its operations and the use of financial
instruments. The key financial risks include credit risk, liquidity risk, interest rate risk and foreign currency risk.
The Board of Directors reviews and agrees policies and procedures for the management of these risks, which
are executed by the management. Risk management policies and systems are reviewed 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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30 Financial risk management objectives and policies (Continued)
(a) Credit risk

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

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

Exposure to credit risk

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

The Group’s and the Company’s major classes of financial assets are trade and other receivables,
deposits and bank deposits. Cash is held with reputable financial institutions. Further details of credit
risks on trade and other receivables are disclosed in Note 16.

Financial guarantee

The maximum exposure of the Group in respect of the financial guarantee (see Notes 25 and 27) at the
end of the reporting period is if the facility is drawn down by the related parties to the maximum amount
of RMB1,613,000,000 (31 December 2017 — RMB1,454,000,000; 1 January 2017 — RMB1,390,000,000)
and to third parties — contingent liabilities of RMB42,500,000 (31 December 2017 and 1 January 2017:
Nil). At the end of the reporting period, the group does not consider it probable that a claim will be made
against the group under intra-group financial guarantees and the expected credit loss are insignificant.

(b) Liquidity risk

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

The Group’s and the Company’s exposure to liquidity risk arises primarily from mismatches of the
maturities of financial assets and 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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30 Financial risk management objectives and policies (Continued)
(b) Liquidity risk (Continued)

The Group’s and the Company’s liquidity risk management policy is that to maintain sufficient liquid
financial assets and stand-by credit facilities with different banks and business alliances. The amount of
stand-by credit facilities available to the Group at the end of the reporting period is RMB191,044,000
(81 December 2017 — RMB184,100,000; 1 January 2017 — RMB535,740,000).

If the guarantees provided to related parties were to be crystallised on the assumption of default arising
from the unfulfilment of loan obligations, the extent of the exposure to loss from guarantee contracts at
the end of the reporting period would be RMB1,372,810,000 (31 December 2017 — RMB920,200,000;
1 January 2017 — RMB948,180,000) (Note 27).

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

31 December 2018

One year One to Over
or less five years five years Total

The Group RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 1,035,158 - - 1,035,158
Borrowings 401,258 78,382 - 479,640
Financial guarantee contracts 1,613,000 - - 1,613,000
Provision for restoration costs 45,573 - - 45,573
Contingent liabilities 42,500 - - 42,500

3,137,489 78,382 - 3,215,871

31 December 2017

One year One to Over
or less five years five years Total
The Group RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 860,161 - - 860,161
Borrowings 720,332 260,155 - 980,487
Financial guarantee contracts 1,454,000 - - 1,454,000
3,034,493 260,155 - 3,294,648

1 January 2017

One year One to Over
or less five years five years Total
The Group RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 634,694 - - 634,694
Borrowings 958,523 221,075 - 1,179,598
Financial guarantee contracts 1,390,000 - - 1,390,000
2,983,217 221,075 - 3,204,292
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30 Financial risk management objectives and policies (Continued)
(b) Liquidity risk (Continued)

31 December 2018

One year One to Over
or less five years five years Total
The Company RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 42,939 - - 42,939
42,939 - - 42,939

31 December 2017

One year One to Over
or less five years five years Total
The Company RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 35,558 - - 35,558
35,558 - - 35,558

1 January 2017

One year One to Over
or less five years five years Total
The Company RMB’000 RMB’000 RMB’000 RMB’000
Trade and other payables 32,275 - - 32,275
Financial guarantee contracts - 69,370 - 69,370
32,275 69,370 - 101,645

The Group and the Company ensure that there are adequate funds to meet all its obligations in a timely
and cost-effective manner. In determining the adequacy of funds to meet the liabilities of the Group
and the Company, the Group has obtained financial support from its related parties who had agreed to
provide an undertaking to pay the liabilities of the Group and the Company as and when due including
any liabilities arising from financial guarantees issued to related parties and third parties within 12 months
from the date of this financial statements as disclosed in Note 3.1.

(c) Interest rate risk

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

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

Sensitivity analysis for interest rate risk

The Company and the Group are not exposed to any cash flows risk as it does not have any monetary
financial instruments with variable interest rates.
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30 Financial risk management objectives and policies (Continued)
(d) Foreign currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. Currency risk arises when transactions are denominated in foreign currencies.

The Group has transactional currency exposures mainly arising from borrowings that are denominated
in a currency other than the functional currency of Renminbi. The foreign currencies in which these
transactions are denominated are mainly United States Dollar (USD) and Singapore Dollar (SGD).

Currently, the PRC government imposes control over foreign currencies. RMB, the official currency in
the PRC, is not freely convertible. Enterprises operating in the PRC can enter into exchange transactions
through the People’s Bank of China or other authorised financial institutions.

Exchanges of RMB for foreign currency must be arranged through the People’s Bank of China or other
authorised financial institutions. Approval for exchanges at the People’s Bank of China or other authorised
financial institutions is granted to enterprises in the PRC for valid reasons such as purchase of imported
materials and remittance of earnings. While conversion of RMB into foreign currencies can generally be
effected at the People’s Bank of China or other authorised financial institutions, there is no guarantee
that it can be effected at all times.

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

SGD UsD
The Group RMB’000 RMB’000
31 December 2018
Trade and other receivables 12,215 102,717
Cash and cash equivalents 1,258 2,281
Borrowings - (75,631)
Trade and other payables (3,279) (26,823)

10,194 2,544
31 December 2017
Trade and other receivables 340 2,198
Cash and cash equivalents 409 16,335
Borrowings - (112,634)
Trade and other payables (2,904) (79,555)

(2,155) (173,656)
1 January 2017
Trade and other receivables 567,715 167
Cash and cash equivalents 1,312 2,708
Borrowings - (77,832)
Trade and other payables (2,960) -

566,067 (74,957)
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30 Financial risk management objectives and policies (Continued)

(d) Foreign currency risk (Continued)

SGD usbD
The Company RMB’000 RMB’000
31 December 2018
Trade and other receivables 1,700 51,599
Cash and cash equivalents 762 47
Trade and other payables (19,577) (18,362)
(17,115) 33,284
31 December 2017
Trade and other receivables 1,281 45,511
Cash and cash equivalents 267 39
Trade and other payables (1,567) (33,991)
(19) 11,559
1 January 2017
Trade and other receivables 1,123 44,154
Cash and cash equivalents 993 43
Trade and other payables (2,732) (24,543)
(616) 19,654

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)
2018 2017 2018 2017
RMB’000 RMB’000 RMB’000 RMB’000

USD/RMB
strengthened 3% (2017 — 3%) (285) (5,210) 1,286 1
weakened 3% (2017 — 3%) 285 5,210 (1,286) (1)
SGD/RMB
strengthened 3% (2017 — 3%) (254) (65) 16 *
weakened 3% (2017 — 3%) 254 65 (16) *

* amount less than RMB1,000.

(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 at the end of the reporting period, the Group is not subject to significant market price risk.
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31 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.

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
31.12.2018 31.12.2017 1.12017 31.12.2018 31.12.2017 1.1.2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Borrowings 471,371 936,484 1,187,300 - - -
Less: Cash and cash

equivalents (including

non-current fixed

deposits pledged) (305,604) (354,903) (262,216) (810) (306) (1,036)
Total net debt 165,767 581,581 875,084 (810) (306) (1,036)
Total equity 231,033 903,620 927,057 353,826 354,367 356,667
Total capital 396,800 1,485,201 1,802,141 353,016 354,061 355,631
Gearing ratio 42% 39% 49% n.a n.a n.a

n.a: ratio not meaningful
Total capital is calculated as equity plus total net debt.

There was no change to the Group’s approach to capital management during the financial years ended
31 December 2018 and 2017.

The Group is not subject to externally imposed capital requirement.
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32 Comparative figures
Following the classification of the joint venture with Taixing Sunke as a Disposal Group classified as held for
sale and as a discontinued operations in the current financial year, the consolidated statement of profit or loss
and other comprehensive income and consolidated statement of cash flow of the Group for the financial year
ended 31 December 2017 has been re-presented as follows.

Consolidated statement of profit or loss and other comprehensive income

Reclassification

As per of Taixing Sunke
previously to discontinued As
reported operations re-presented

The Group RMB’000 RMB’000 RMB’000
31 December 2017
Continuing operations
Cost of sales (2,028,780) (60,756) (2,084,536)
Consolidation adjustment 1 n.a 1,084,884 n.a
Consolidation adjustment 2 n.a (1,145,640) n.a
Gross profit 222,932 (60,756) 162,176
Other income
— Interest 3,988 (3,403) 585
— Others 41,732 (28,514) 13,218
Distribution expenses (42,772) 2,603 (40,169)
Administrative expenses (122,165) 19,027 (103,138)
Other operating expenses (39,239) 25,934 (13,305)
Finance costs (81,635) 8,269 (73,366)
Loss before taxation from continuing operations (17,159) (36,840) (53,999)
Taxation (5,704) 4,686 (1,018)
Loss after taxation from continuing operations (22,863) (32,154) (65,017)
Discontinued operations
Profit from discontinued operations, net of tax - 32,154 32,154
Loss for the year (22,863) — (22,863)
Loss per share
Losses from Continuing operations
Net loss attributable to owners of the Company

(RMB’000) (20,322) (82,154) (52,476)
Basic loss per share (RMB cents per share) (8.8) 6.1) (9.9)
Diluted loss per share (RMB cents per share) (3.8) (6.1) (9.9)
Statement of cash flows
31 December 2017
Cash Flows from Operating Activities
Loss before taxation from continuing operations (17,159) (36,840) (53,999)
Profit before taxation from discontinued operation - 36,840 36,840

ANNUAL REPORT 2018

D-103



APPENDIX D — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

147
SUNVIC CHEMICAL HOLDINGS LIMITED

NOTES TO THE
FINANCIAL STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2018

32 Comparative figures (Continued)
Consolidated statement of profit or loss and other comprehensive income (Continued)

Consolidation adjustment 1: reversal of the cost of sales of Taixing Sunke which has been included in the
consolidation for the financial year ended 31 December 2017.

Consolidation adjustment 2: reinstatement of the cost of sales of Taixing Jurong which has been eliminated in
the consolidation for the financial year ended 31 December 2017.

Segment reporting

As per

previously Reclassification As

reported of Taixing Sunke re-presented
The Group RMB’000 RMB’000 RMB’000
31 December 2017
AA and AE
Interest expenses (63,097) (6,391) (56,706)
Depreciation and amortisation (100,315) (96,939) (3,376)
Profit before income tax from continuing operation 47,125 (36,840) 10,285
Others
Interest income 3,988 (3,403) 585
Interest expenses (18,537) 1,878 (16,659)
Total
Interest income 3,988 (8,403) 585
Interest expenses (81,634) 8,269 (73,365)
Depreciation and amortisation (137,231) 96,939 (40,292)
Profit before income tax from continuing operation (17,159) (86,840) (53,999)
Profit before income tax from discontinued

operation - 36,840 36,840

The above re-presentation has no impact to the statement of financial position as at 31 December 2017 and
1 January 2017.

33 Subsequent events
(a) Corporate guarantees provided to unrelated parties
On 10 January 2019, the Company announced that the Board has been notified by the management that

two of its subsidiaries have received letters of demand for an aggregate of RMB222,500,000 in respect
of financial guarantees issued by these subsidiaries. Refer to Note 27(b) for details.
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33 Subsequent events (Continued)
(b) Notice of Compliance from SGX-ST

The Company received a letter of Notice of Compliance from SGX-ST dated 13 February 2019 (the “Notice
of Compliance”). The Notice of Compliance highlighted that SGX Regco has serious concern over the
questionable circumstances surrounding the unauthorised undisclosed significant Corporate Guarantees
extended to purported third parties. Pending the outcome of the Audit Committee’s investigations into
the veracity of the YFC and BOC loans and the circumstances surrounding the purported unauthorised
Corporate Guarantees, SGX Regco directs the Company to:

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

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

(ifi) The amounts in the Escrow Account cannot be withdrawn until the completion of the investigations
and agreed by the Exchange, save for the settlement of expenses and intercompany debts as set
out in the Payment Terms of the Equity Transfer Agreement.

(c) Chemical plant explosion

On 27 March 2019, the Company announced that on 21 March 2019, a severe explosion (Chemical
Explosion) occurred in Yancheng City, Jiangsu Province, the PRC.

The Chemical Explosion took place in the same chemical zone (Xiangshui Chemical Industry Park in
Xiangshui County, Yancheng City) in which the Company’s wholly-owned subsidiaries, JJC and JJP, were
operating in. The Chemical Explosion occurred at a chemical plant owned by Jiangsu Tianjiayi Chemical
Co., Ltd., a company unrelated to the Group.

As mentioned in the Company’s announcement dated 15 May 2018 on the Group’s first quarter results for
the financial year of 2018, JJC and JJP’s operations at the Xiangshui Chemical Industry Park remains in
shutdown pursuant to the directive from the local government since April 2018. The Chemical Explosion
had caused certain damages to the office building as well as the plant and equipment of Jiangsu Jurong.
Currently, the local government has restricted public access to the chemical zone in which the Chemical
Explosion took place.

Some of the employees of JUC and JJP suffered minor injuries due to the Chemical Explosion. There is
no casualty to any of the employees of JJC and JJP due to the Chemical Explosion.

On 5 April 2019, it was reported by several news agencies (including the local state broadcaster, China
Central Television) that the local government had decided to completely shut down the chemical zone
in which the Chemical Explosion occurred. As mentioned in the Company’s aforesaid announcement
dated 27 March 2019, the Company’s wholly-owned subsidiaries, JJC and JJP, were operating in such
chemical zone prior to the explosion.
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33 Subsequent events (Continued)
(d) Special auditor

On 2 April 2019, the Company has engaged Ernst & Young Advisory Pte. Ltd. (“EY Advisory”) as the
external auditor to form part of a special investigative committee to conduct an independent assessment
and investigation into the circumstances leading to and surrounding the BOC Corporate Guarantee and
the YFC Corporate Guarantee. Under this engagement, apart from the Company’s Audit Committee,
EY Advisory will also concurrently report directly and provide regular updates to the SGX Exchange
Regulation Pte. Ltd. during the course of their assessment and investigation. (Refer to Note 33(j) for the
findings by EY Advisory).

(e) YFC supplemental agreement

On 20 June 2019, the Company announced that Yixing Futao Credit, Jiangsu Donglai and YYIE had
entered into a supplemental agreement to the YFC Guarantee Agreement on 13 June 2019 (“YFC
Supplemental Agreement”), under which the parties agreed, amongst others, that:

(a) Jiangsu Donglai is the primary debtor and shall liquidate its assets or take such other steps to
repay the YFC Loan and all other due payments including the interest payable under the YFC
Guarantee Agreement to Yixing Futao Credit by 30 June 2020 (the “Extended Repayment Date”);
and

(b) Yixing Futao Credit shall not commence any legal proceedings against Jiangsu Donglai and YYIE
at any time prior to the Extended Repayment Date to seek repayment of the YFC Loan and all
other due payments including the interest payable under the YFC Guarantee Agreement.

(f) Statement by the Company’s Audit Committee
On 10 July 2019, the Company announced the Statement by the Company’s Audit Committee.

In light of the recent findings provided by EY Advisory to the Company’s Audit Committee (“AC”) and
the SGX-ST from their on-going independent assessment and investigation into the circumstances
leading to and surrounding, amongst others, the YFC Corporate Guarantee, the AC noted that there
are some potential discrepancies between such recent findings and the Company’s aforementioned
responses provided by the management on queries 1 to 3. Such potential discrepancies include the
AC being separately made aware of a notification issued by the People’s Court of Yixing City, Jiangsu
Province on 10 April 2019, whereby liquidation proceedings had commenced against Jiangsu Donglai on
21 March 2019 and a liquidator had been appointed on 10 April 2019. The date on which the liquidation
proceedings had commenced against Jiangsu Donglai raised questions over the authenticity, validity
and/or effectiveness of the YFC Supplemental Agreement. The potential discrepancies between EY
Advisory’s recent findings and the Company’s aforementioned responses provided by the management
on the SGX-ST’s queries further cast doubts over the veracity and completeness of the latter. The AC
wishes to emphasise that the independent assessment and investigation by EY Advisory is still on-going.
(Refer to Note 33(j) for the findings by EY Advisory).
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33 Subsequent events (Continued)
(9) Update on the proposed disposal of 45% equity interest in Taixing Sunke

On 4 February 2019, the Company announced that Taixing Sunke, Taixing Jurong, Arkema Asie and
Arkema (China) Investment Co., Ltd. (“Arkema (China)”) and together with Arkema Asie, the “Purchasers”),
have entered into the Equity Transfer Agreement on 30 January 2019 in respect of the Proposed Disposal.
Arkema (China) is a foreign investment holding company incorporated in the PRC, and is a wholly-owned
subsidiary of Arkema Asie.

Pursuant to the Equity Transfer Agreement, the consideration for the Proposed Disposal shall be
RMB700.0 million plus the Amount X (the “Transfer Price”).

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

On 27 September 2019, the Company announced that:

(1) Taixing Sunke, Taixing Jurong, Arkema Asie and Arkema (China) (the “Parties”) had entered
into the Simple Form ETA on 19 July 2019 and under which, the Parties had agreed that the
Transfer Price shall be the amount of RMB875,409,564.49, comprising of RMB700.00 million plus
RMB175,409,564.49 (being the Amount X). Thereafter, accordingly, the Parties had commenced
and completed the steps for Completion as set out at Section 2.4.5 of the Circular.

2) With regard to the payment of the Transfer Price, the Company had been working with the Parties
towards the fulfilment of the directions of the SGX-ST under the Notice of Compliance, the
SGX-ST Escrow Requirements and the Escrow Account Conditions as set out at Section 2.4.6 of
the Circular.

In accordance with the terms of the Equity Transfer Agreement (as described at Section 2.4.6 of the
Circular) and the Escrow Agreement:

The First Instalment of Transfer Price: (i) was deposited into the Escrow Accounts by the
Purchasers in full on 17 September 2019; and (i) was transferred to and received by Taixing
Sunke from the Escrow Agent in full on 18 September 2019, and Taixing Sunke had provided the
Acknowledgement of the Amount X to Taixing Jurong and the Purchasers on 19 September 2019;

ii. The Second Instalment of Transfer Price: (i) was deposited into the Escrow Accounts by the
Purchasers in full on 23 September 2019; and (i) was transferred to and received by Taixing
Sunke from the Escrow Agent in full on 24 September 2019, and Taixing Sunke had provided
the Acknowledgement of the Net Overdue Amount to Taixing Jurong and the Purchasers on
24 September 2019; and

iii. The Third Instalment of Transfer Price was deposited into the Escrow Accounts by the Purchasers
on 26 September 2019.
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33 Subsequent events (Continued)
(9) Update on the proposed disposal of 45% equity interest in Taixing Sunke (Continued)

The Third Instalment of Transfer Price shall remain in the Escrow Accounts for the time being and any
withdrawal shall only be made in accordance with the Notice of Compliance, the Escrow Agreement,
the Undertaking Letter to SGX-ST and such other directions or conditions as instructed by the SGX-ST
from time to time.

(h) Proceeds from proposed disposal of 45% equity interest in Taixing Sunke
On 27 September 2019, the Company announced that pursuant to the LOI, Equity Transfer Agreement,
the Escrow Agreement and Escrow Account, its wholly owned subsidiary Taixing Jurong, has received
the following monies from the Purchasers of Taixing Sunke and paid monies to Taixing Sunke respectively
as follows:

First instalment:

- RMB175,409,564.49 received by Taixing Jurong on 17 September 2019 from the
Purchasers;

- RMB175,409,564.49 paid by Taixing Jurong on 18 September 2019 to Taixing Sunke and
acknowledgement receipt provided on 19 September 2019 by Taixing Sunke to Taixing
Jurong.

ii. Second instalment:

- RMB322,921,822.16 received by Taixing Jurong on 23 September 2019 from the
Purchasers;

- RMB322,921,822.16 paid by Taixing Jurong on 24 September 2019 to Taixing Sunke and
acknowledgement receipt provided on 24 September 2019 by Taixing Sunke to Taixing
Jurong.

iii. Third instalment:

- RMB377,078,177.84 received by Taixing Jurong on 26 September 2019 from the
Purchasers.

(i) Letter of demand for immediate repayment of loans from banks
On 2 October 2019, the Company announced that it has received letters of demand to pay six (6) overdue

bank loans of an aggregate amount of RMB166,098,254 from the China Construction Bank Corporation,
the Agricultural Bank of China and the Industrial and Commercial Bank of China in the PRC.
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33 Subsequent events (Continued)
()] Findings by EY Advisory

On 7 November 2019, the Company announced that EY Advisory has, on 6 November 2019 submitted the
full report on its findings to the SGX-ST and the Audit Committee, and the key findings were as follows:

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

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

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

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

(k) Resignation of Executive Director and Chief Executive Officer

On 14 November 2019, the Company announced that Sun Xiao, the Executive Director and Chief
Executive Officer of the Company has resigned effective from 8 February 2020.

m On 5 March 2020, the Company has announced that following the completion of the special audit by EY
Advisory and in view of the YFC Veracity Discrepancies (refer to Note 27(b)), the Company has reversed
in full the provision of the YFC Contingent Liabilities of RMB180 million from the financial statements of
the Group as at 31 December 2018.

(m)  Further to the announcement on 2 October 2019, the Company has announced on 20 December 2019
and 5 March 2020, that it had received two letters of demands dated 13 December 2019 and 27 February
2020 from an unrelated party, Xiangshui City Asset Investment Holding Group Co., Ltd. (0GR~
RIEBREBBRAT) or (“XCAIH), for the Group to make immediate repayment of an outstanding loan
of RMB35.0 million owed by JJC to XCAIH.
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The audited consolidated financial statements of the Group for the financial year ended 31 December
2019 which are set out below were not specifically prepared for inclusion in this Circular.

A copy of the audited consolidated financial statements of the Group for the financial year ended 31

December 2019 is available for inspection at the offices of the Company’s share registrar, Tricor Barbinder
Share Registration Services at 80 Robinson Road, #11-02, Singapore 068898.
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SunVie Chemical Holdings Limited 1

Directors’ statement
for the financial year ended 31 December 2019

The directors present their statement to the members together with the andired fmancial statements of the
Group for the fimancial year ended 31 December 2019 and the statement of financial posiuon of the Company
as at 31 December 2019,

In the opinion of the directors,

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

{t) at the date of this statement, the accompanying financial statements, there are reasonable grounds to
belicve that the Company will be able to pay its debis us and when they fall due.

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

MNames of directors
The dicectors of the Company in office at the date of this report are:

Sun Lihua (appointed as Exccutive Ditcctor and Chicf Exccutive Officer on 29
February 2024)

Koh Poh Beng (Gao Bacming)

Laa Poh Huat

Yang Guogiang {resigned on 28 November 2019)
Zhu Wuling (resigned on 29 Febmary 2020}
Sun Xiao ‘resigned on 8 February 2020)

Arrangements to enable directors to acquire shares and debentures

Neither at the end of nor at any time duting the financial year was the Company a party to uny arrangement
whose object was to cnable the directors of the Company 10 acquire bencfits by means of the acquisition of
shares in, or debentures of, the Company or any other body corpotate.

Directors’ interests in shares or debentures

According to the Register of Directors’ Sharcholdings kepr by the Company under Secoon 164 of the
Companies Act, Cap. 30, none of the directors who held officc at the end of the financial year had any inrerest
in the shares or debeutures of the Company or its related corporations, except as follaws:

Holdings registered Hoidings in which director
Name of directors in the name of director is deemead to have an interest
Ags at As at As at As at
1.1.2019 31.12.2019 1.1.2019 31.12.2019
SunVic Chemical Holdings Limited Rumber o! ondinary shans
Yang Guogiang (resigned on 28 November 190,000 190,000 -
2019}
Zhu Wuling {resigned on 29 February 2020) 356,000 356,000 -
Lua Pch Huat 2,584,000 2,504,000 -

“I'here was no change in any of the above mendoned interests m the Company betseen: the end of the fnancial

vear and 21 January 20200
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and its subsidiaries
Directors’ statement for the financial year ended 31 December 2019

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

No shares were issued during the financial year to which this report relates by virtue of the excrcise of
options 1o take up unissued shares of the Company or any subsidiaties.

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

Audit Committee
The zudit committee {“AC”) at the end of the financial year comprises the following members

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

Section 201B of the Companies Act states that every listed company shall have an audit committee
comprising of moze than 3 members. If 2 member of an audit committee resigns, dies or for any other
reason ceascs to be a member with the result that the number of members 1s reduced below 3, the Board
of Directors shall, within 3 months of that event, appoint such number of new members as may be required
to make up the minimum number of 3 members. The Company is currently locking into the appointment
of another audit committee member.

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

The andit committee performs the functions set out in Section 201B (5) of the Companies Act, Cap. 30,
the SGX Listing Manual and the Code of Corporate Governance. Tn performing those functions, the
committee revicwed the following:

{1 overall scope of the external audit and the assistance given by the Company's officers w the
auditors. It met with the Company's external auditors to discuss the resulis of their respecrive
examinattons and their evatuanon of the Compam™s system of internal accounting controls;

{id) the audit plan of the Company’s independent auditor and any recommendations on internal
accounting controls arising from the starzory andis,

(iii} the quarterly financil informaton aud rhe smtement of financial position of the Company and
the consolidated financial statements of the Group for the financial year ended 31 December 2019
as well as the anditor's report thereon;

(i) effectivencss of the Company’s material intemal conwols, including financial, operational and
compliance contrals and information technology controls and risk management systems;

(v} met with the external auditor, sther commitiees, and management in separate executive sessions
to discuss any matters that these groups believe shoold be discussed privately with the audit
commiree,

(vi} reviewed legal and regulatory marress rhas may bave a macerial impact on the linancaal smatements.

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

i) reviewed the cost effectiveness and the independence and objectiviee of the external audiror;
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and its subsidiaries
Directors’ statement for the financial year ended 31 December 2019

Audit Committee (Cont’d)
{viil)  reviewed the nawre and extent of non-audit sexvices provided by the external audiror;

(<) recommended to the Board of Directors the cxternal anditor to be nominated, approved the
compensation of the external anditar, and reviewed the scope and results of the audit;

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

(i} interested person rransactions (as defined in Chapter 9 of the Listing Mamual of the Singapore
Exchange).

‘Vhe audit cominitice has full access to management and is given the resources required for it to discharge
its functions. It has full authority and the discredon to invite any dizector or executive officer to attend s
meetings. The audit committee also recommends the appointment of the external anditor 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 1o the Board of Dircctors that the auditor, Foo Kon Tan LLP, be nominated for re-
appointment as auditors at the forthcoming Annual General Meeting of the Company.

Tull 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 Listng Manual,

[ndependent auditor
The independent auditor, Foo Kon Tan LLP, Public Accountants and Chanered Accountants, has
expressed its willingness to accept re-appotntment,

Other information required by the SGX-5T

Sarenal mboonaton

There is no material conrract 10 which the Companty or any of its subsidiaies, is a party which invelve
directors’ interests subsisted or have been entered into during the financial year except as disclosed under
“Disclosure of Remuncration” in the “Corporate Governance Report” and in Notes 6(c) and 26(c} to the

financial sratements,
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SunVic Chemical Haldings Limited 4

and lis sub=fdlaries
Directars' statement for the financial year ended 31 December 2018

intorantey prason frasspciions

There was no interested person transaction 2s defiaed in Chepter 9 of the Listing Manual of the Singapore
Fachange conducted duting the financial yent cxeept as disclosed under “Intcrusted Person Transacrions”
in the “Corporate Goverdance Report” sectinn of the Annual Report and on Note 26(2), (b) and Note
28(2) to the financial statements.

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

Report on the Audit of the financial statements
Disclaimer of Opinion

We were engaged 1o audit the financial staternents of SunVic Chemical Holdings Limited (the “Company™)
and its subsidiarics (collcctively the “Group™), which comprise the statements of financial position of the
Group and the Company as at 31 December 2019, the consolidated statement of profic or loss and other
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows of the Group for the financial year then cnded, and notes to the financial srarements, including a
summary of significant accounting policies.

We do not express an opinion on the accompanying financial statements of the Group. Because of the
significance of the matters desctibed in the Bavis jor Disclaimer of Gpinton section of our report, we have not
been able to obtain sufficient apprepriate audit evidence to provide a basis for an audit opinion on thesc
financial statements.

Basis for Disclaimer of Opinion

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

1, Discrepancies sutrounding the veracity of the YFC Agreements

As reported in the anditor’s report for financial year ended 31 December 2018 and as detailed in
Note 28(b) to the [inancial statements, the Company anmounced that it received legal claims for
the principal amounts of RMB 222.5 million (consisting of two (inancial guarantee contracts of
RME 180 million (the *YI'C Corporate Guarantee” transaction} and RMB 42.5 million (the “BOC
Corporate Guarantec” transaction) plus interesi for financial guaraniees mssued by certain of it
subsidiades in the People’s Republic of China (“PRC™) on behaif of two unrelated partics.
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont'd)

Basis for Disclaimer of Opinion (Cont’d)
1 Discrepancies surrounding the veracity of the YFC Agreements (Cont’d)

The Company also announced in 2019 that the management did not obtain the Company’s Board
of directors’ approval for the issuance of the financial guarantees. There was a Jack of internal
controls over the supervision and approval over the issuance of these financial guarantee
transactions by the management as the legal representarives of the Group's subsidiaries, Yixing
Yinyan Import and Export Co,, Lid. and Jiangsu Jurong Chemical Co., Ltd had signed the tinancial
guarantee contracts at their own initiative without any formal authorisation and approval by the
Board of 13irectors of the Company.

Despite the aforesaid announcement of the receipt of legal claims by the Company, special
ivestigations by EY Advisory who reported therr findings to the Singapore Exchange Securities
‘I'rading Limired (“SGX-S17) in 2019, however, revealed discrepancies surrounding the veracity of
the RMB 1800 milion YFC Agreements. In addirion, our legal counsel m the PRC has reported
that the RMB 180.0 mullion YIC Corporate Guarantee contract did not exist, and ncither was there
any legal demnands made in respect of this financial guarantee contract. On this busts, the Company
had reversed in full the provision of the YFC Contingent Liabilities of RMB 180.0 million from
the financial statements of the Group for the year ended 31 December 2018.

During the financial year ended 31 December 2019, the Company has reversed in full the provision
of the BOC Contingent labilities of RMB 42.5 million to the consolidated profir or loss for the
year then ended (refer to Note 5(bj). The reversal was made as the PRC managemen: has advised
the Board rthat the BOC Corporate Guarantee was settled by a third party. We were not provided
with any documentary evidence as to the sertlement of the RMB 42.5 million BOC Corporate
Guarantee. Neither were we able 1o ascertain the veracity of the BOC Corporate Guarante
contact based on information available to us. We were also unable to carry out alternmauve
procedures we consider necessary in this respect

Owing ro the discrepancies surrounding the veracity of the YFC Corporate Guarantee and BOC
Corporate Guarantee that was reported in our auditor’s report in fiscal year 2018, and duc 10 2
limitation of audit scope for the current financial year ended 31 December 2019 as discussed in
the aloresaid paragraph, we weee nnable to ascertain the veraciry of the YFC Corporate Guaraniee
and the BOC Corporate Guarantee iransactions.

P Financial guarantee contracts with related partics recorded with the banks under the
banking arrangements

(1) Beluiol pariy tranactions wath relaged pari
As reparted in the anditor’s report for the financial vear ended 31 December 2018 on related party
fransactons, it was Cisclosed that there were no sharcholders” mandate to apnrove the interested
persons mansactions under the Listing Manual of the SGX-ST Chapter 9.
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)
Basis for Disclaimer of Opinion {Cont’d)
2. Financial guarantee contracts with related parties recorded with the banks under the

banking arrangements (Cont’d)

@ Relaerd party tranasctcns with related pacies (font'd]
As detailed in Note 26(b), during the financial year, there were sales and purchases transactions
noted in the respective books of certain PRC subsidiaries of the Group with related parties (the
“Transactions™). The Transactions made to related parties duzing the year ended 31 December
2019 were RMB 1.3 billion (2018 RMB 2.7 billion). Such Transactons entered are a common
practice catried out in the People’s Republic of China (PRC). Management presented these
wansactions on a aet basis for financial reporting purposc in the consolidated financial statements.

(i) Banking
The liability owed to banks was RMB 397.14 million (2018 - RMB 471.4 million) as at 31 Decermnber
2019. As disclosed in Note 26(b), the bank facilities sum as at 31 December 2019 was RMB 646.0
million (2018 RMB 923.0 million) as reported under the facility arrangements in the PRC entered
inlo duging the year ended 31 December 2019.

Since 2011, thete cxisted the related party arrangements. In so far as the sum deawn dovwn under
the financial guarantee facility arrangement with related parnes, the amount of Anancial guaraniees
was RMB 1.4 billion and RMT 1.3 billion in FY2018 and FY2019 respectively (refer to Note 28(a))
although the Company did not obuwin shareholders’ mandatc 10 approve the related pargy
transactions, since Z011.

There were aunouncements made by the Company in 2019 whereby it was reported that thege was
a lack of effective intcrnal control for the transacuons purported to be entered into (l\nown as the
“Purported Transactions”) which were not approved by the Board of the Company. This 1s despite
that the fact the transaction as explained in Section 1 of the Basis for Disclumer of Opinion -
“Discrepancies surrounding the veracity of the YI'C Agrecments™ was known to then Fxecutive
Director and Chief Execntive Officer, Sun Xiao. In addition, no inrernal audit was carried our by
the Company in fiscal years 2018 and 2019.

Because of the matters ardsing as explained in the aforesaid paragraphs, we were unable to ascertain
the veracity of the Enancial guarantecs of RMB 1.4 billion (2018 - RAMB 1.6 hilion) as at 31
December 2019 thal were entered into amongst the relared parties concerned, Owing to the
discrepancics surrounding the veracity of the YFC Corporare Guaraniee and BOC Corporate
Guarantee as stated 10 our anditor’s report i fiscal vear 2008 and coupled with the lack of cffective
internal conirols over the supervision and approval of the fiancial guaraniee contraces, and the
iack of supporting documentation for the serdement of the BOC Corpurate Guarantee during the
financial vear ended 31 December 2019, and the reversal of the pm\hinn of ke BOC Corporate
Guarantee Habilities of RA3 2.5 million o consolidated profit or loss for the vear then ended,
we were also anable to ascertain the exrent of the amount of any financial liabzlities which may
arise theveot nor the complezeness of the disclosure in the Imanaal statements relatng o financial
guarantees wsued by the Group.
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion {Cont’d)
3 Provision for testoration and accrued severance compensation

As stated in our auditor’s repoit for the financial year ended 31 December 2018, the operations of
the Group’s subsidiaries, Hiangsu jurong Chemical Co., Lid. (“}JC”) and Jurong Petrochemnicals
Co., Lid. (]| were affected by the shutdown following the chemical explosion (“Chemical
Explosion™) at the Xiangshui Chemical Industty Park in Yancheng, Jiangsu Province, PRO
(“Xiangshul") in March 2019. In connecton with the shutdown of Xiangshui, the Group made a
provision for accrued severance compensaton of RMB 12.7 million and a provision for restoration
cost of RMB 45.6 million as ar 31 December 2018,

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

Prossissen for acciyer] sevepanes gompepsanon (Mope 27

Included in Trade and Other Pay 'sblcs as at 31 Dcccmbcr 2019, the Group has accrued a severance
compensation of RMB 12.7 smillion (2018 — RMDB 12.7 million) related to compensation payable
to the staffs due to the outbreak of fire from the Chemical Explosion at Xiangshui in which one
of the subsidiary premises is located . Due 1o the Chemical Explosion, the government has
stepped in to review the employee compensation. As of the date of this report, we were not
provided with any evidence to demonsirate how the emplovee compensation was subsequently

dealt with,

Proissen bor srstoranon cosl Sy IR

The restoration occurs ()n]) \vhen the (iroup returns the land use rights o the government on
expiry. [ {owever, we have been unable to asscss whether the provision is adequate or necessary.
This is because based on legal advice of our PRO legal counsel, there 1s a lack of regulatory
compliance of administrauon of law in the PRC to provide guidance as to how compensation can
be made possible for the restoration and it is not considered fo be the usual remirn of land 1n
Xiangshui to the govermmnent amsing from the Chemical Cxplosion incident, and the legal
consequences arsing thereof cannot be ascertained.

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

regard.
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)
Basis for Disclaimer of Opinion (Cont'd}
4. Impairment of assets of Jiangsu Jurong Chemical Co., Ltd. (“JJC”} and Jurong

Pettochemicals Co., Lid. {“]JP7)

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

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

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

With regard to other assets such as advances and prepayments and vaiue-added tax vecoverable
that are recorded in the books of JJC and JJP as at 31 December 2018 and 20619, it is also not
possible to assess these assets for recoverability owing to the shurdown of the operauons in
Xiangshui following the Chernicat Explosion and that certain suppliers, whose operations arc bascd
in the vicinity of Xiangshui, were similarly shutdown. Lhere are also no pracucal alternative
procedures that we could perform ia this regard.

Omn this basis, we were unable to determine the extent of impairment requited nor the
appropriateness of the impairment loss made by the management, the existence of certain assets
such as property, plant and equipment, inventories and the apptopriatesess of the valuation of the
carrving amounts of JJC and JJP stated herein for the following assets of the Group as at 31
Drecember 2019
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Independent auditor’s report
to the members of SunVic Chemical Holdings
E -
Limited (Cont’d)
Basis for Disclaimet of Opinion {Cont’d)
4, Impaitment of assets of Jiangsu Jurcag Chemical Co., Lid. (¥JJC*) and Jurong
Petrochemicals Co., Led. (“JJP?) {Cont’d)
T Impairment Impairment
ioss loss
recognised recognised
Asset Notwe Carrying for the year Carrying | for the year
amount at ended | amount at cnded
| 31/12/2019 | 31/12/2019 | 31/12/2018 | 31/12/2018 |
| ' RMB RMB RMB RMB |
! ‘millicﬂ ‘miilions ‘millions ‘millions |
1 Property, plantand | () & 29 | 8.9 Nil 763 166.6
equpment (“PPE™ | {a}h) 1
5 Right-ol-useassers | 29 (b) | 58.3 Nil il Nl |
(comprsing
Leasehold buildings
& Land-use ri;_.r_hﬂ | |
[ 5. Land use rights (290 | Nil Nil | 0.4 | Nil |
iv. Tnmangible assets 29 (d) 7.2 Nil 7.9 | Nil |
(comprising
technology know
| how and sofaare) | | | |
v. Vahic-added rax 29 (2 | 10.2 Wil 9.5 83.9
| recoverable | |
vi. Advances and [200000 | 4.9 Nit 85 19.6
prepa}'l‘nenm [£a]
supplices for the
purchase of raw
| matcrials i 1 |
[vii._Inventories I 13 1.3 ] 8.5 Nil_
5. Impairment of assets of Taixing Jurong Chemical Co., Ltd. (*TXJC”)

L: 5 1-:|_[';'_E_|E:_'|_|lﬂ'[1d r|_|_|.|||_11|:||_'|1l lr!..;_ _'_|_: L Tl T

As at 31 December 2019, the Group™s propevty, plant and equipment and right-of-use assets
included those of s PRC subaidiare, TX]C wula carrvang wnowmn of RMEB 128.0 million (2018
RAMB 260.9 million) and RAB 148.0 nullion [comprising leasenold butldings and land use righrs)
(2078: Nil) respecuvely.

During the financial vear ernded 31 December 2019, TXTC recorded a decrease in revenuc from
RAIB 1.1 billion tn 2018 1o RAB 20000 mellion in 20149 and incurred a pross loss margin of RAB
2.7 milion for the vear ended 31 Decomber 2019 Nomwitastunding the mdicators of impainnen:,
management derermined that no impamment i required on the Group’s property, plan: and
cquiniment and right-of-use assets ss n ool dhe view thae the recoveralue mnounts exceeded the

net carrving values as at 31 Decomber 2009,

E-14
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d)

5. Impairment of assets of Taixing Jurong Chemical Co., Ltd. (“TXJC”} {Cont’d)
Properry, plant and equipment and pght-of-use aset (Cont'd)

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

G, Impairment assessment of freehold land at Link Way Louisiana LLC

As at 31 December 2019, the frechold land of a subsidiary, Link Way Louisiana LLC, (Note 12)
thal was included in the Group’s consolidated statement of finanaial position was carried at z
histotical cost of RMB 12.6 million (2018; RMB12.4 milliony),

As stated in our auditor’s report for the year ended 31 December 2018, no impairment assessment
on the above frechold land was carried out by management. Similarly, no impairment assessment
was carricd out by the management for the year ended 31 December 2019 as management is of the
view that the carrying amount represents fair value as at that date. In the ahsence of informaton
from management on the IMPAIIMENT assessIne, we were unable to carty out the procedurcs
necessary o satsfy oursehes as to the extent of the impairment required or as to the
appropriatencss of the carrying amount of the {rechold land as of and for the year then ended.

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

Included in the statement of financial position of the Company as at 31 [December 2019 were
investments in a subsidiary, [JC, witl: a carrving amount of RMB 340.2 million (2018 - RMD 340.2
million) and eade reccivable amounts due from JJC of RMB 42.1 million (2018 - RMB 37.7
million). As discussed i the preceding naragraphs, the operations of JJC in the Xiangshui Chemical
Industry Park have been shur down by the local povernment.

As at 31 Decerber 2019, JIC has reported net assets of RMB 773.2 milior: (2018 — 809.1 million})
and profit of RMB 54 million (2018 — losses of RMB 175.5 millicn)for tlic financial year then
ended. No impairment assessment has been made by the management. As there were no other
practieable alterantive audit procedures that we could perform, we were nat anle to conchide on
the recoverabilin of the invesrment in the subsidiary and the tade receivables due from the
subsidiary. Consequently, we were unable ro determine whether any adpstments might be
necessay in respeet of the investment in the subsidiary and the vade recetvable dee from the
subsidiary for the fmancial year ended 31 December 2019,
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Basis for Disclaimer of Opinion (Cont’d}
8. Amount cwed by a related party, Jiangsu Yinyan

The transactions between the Group and Jiangsu Yinyan Specialty Chemical Co., Ltd. {“Jiangsu
Yinyan”) were interested person transactions. Ms Hu Yanping, the substantial shareholder of the
Group, Mt Sun Lihua (Chief Executive Officer and Executive Director of the Company) and Mr
Sun Xiao (the former Chief Execurive Officer and Executive Direcror of the Company} own in
aggregate 96.0% of the equity intcrest in Jlangsu Yinyan. The transactions by the Group with
Jiangsu Yinyan consist of the sale of chemical prodncts of RMB 67,000 (2018 — RMB 71.6 million)
and the purchase of inventories of RMB 5.2 million (2018 - RMB 18.0 million}. As at 31 December
2019, the amount owed by Jiangsu Yinyan was RMB 131.1 million {2018 RMB 131.1 million). No
impairment allowance has been made. We are unable to ascertain the recoverability of this debt.
Conscquently, we were unable to determine whether any adjustments might be necessary 1o the
financial statements.

9. Going concern

As at 31 Decernber 2019, the Group has net current habilities of RMB 32.0 million (2018 — net
current liabilitics of RMB 544.9 million, excluding assets and liabilities held for sale} and recorded
a cash outllow from operating activities of RMB 271.3 million (2018 — cashflow inflow of RMB
376.4 ymllion).

As at 31 December 2019, the Group has cash and cash equivalents of RMB 7.8 million (2018 —
RMB 25.4 million). As announced on 27 September 2019 by the Company, the joint operation
company of the Group, Taixing Sunke Chemicals Co Lid, was disposed of and approved by the
Board. However, as {ully disclosed in Note 13(c), duc to the technicality as 1o the remittance of the
nect sale proceeds of RMB 377 4 million {restricted cash including interest income) as at 31
December 2019 following the dispusal of Taixing Sunke Chemicals Co Ltd, we were unable 1o
ascertain when this fund can be made available to disburse for the use of paying the liabilines owing
by the Group 1o the banks for RMB 397.4 million {2018 RMB 471.4 million) as at 31 December
2019,

Thaese condidons indicate the existence of 2 material uncertainty which may cast significant doulbt
on the Group's ability o continue as a going concern. /s at the date of this anditor’s report, we
are unable to obtain sufficient appropriate audit evidence regarding the likely outcome of the
Group's ability 1o generate sufficient cash flows from 1ts operations (o improve the working capital
posigon of the Group and to repay its liabilities when due, We are, therefore, unable ro conclude
whether the use of the going concern assumption, which has been adopted in the preparaton of
the accompanying nancial statemnents, i3 appropriatc.
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont'd)

Responsibilities of Management and Directors for the Financial Statements

Management is responsible for the preparation of financial statements that give a true and faux view in
accordance with the provisions of the Act and Singapore Firancial Reportng Standards International
(“SFRS(I}™), and for devising and maintaining a system of internal accounting controls sufficient to provide
a reasonable assurance that assets are safepuarded against loss from unauthorised use or disposition, and
wansactions arc properly authorised and that they are recorded as necessary to permit the preparation of
trize and fair financial statements and to maintain accountability of assets.

In preparing rhe financial sratements, management ts responsible for assessing the (_'r()up s ability Lo
continue as a going concern, disclosing, as applicable, matters related to going concern and using the gomg
concern basis of accounting unless management either intends to liquidate the (roup or to cease opcratiom
or has no realistic alternative but to do so.

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

Audiror’s Responsibilities for the Audit of the Financial Statements

Cur responsibility 15 to conduct an audit of the Group’s financial statements in accordance with Singapore
Standards on Auditing and to issue an auditor’s report. Flowever, because of the matters described in the
Basis for Disclaimer of Opinion section of our report, we were not able ro obrain sufficient appropriate
audit evidence to provide a basis for an audit opinion on these financial satements.

We are independent of the Group in accordance with the Accountng and Corporate Regulatory Authority
(“ACRA™) Code of Professional Conduct and Fthics for Public Accounrants and Accountng Enuties
(“ACRA Code™ together with the ethical requirements that arc relevant to our audi of the financial
statements in Singapore, and we have fulfilied our other ethical responsibilities i accordance with these

requirements and the ACRA Code.

Report on Other Legal and Regulatory Requirements

In our opinion, in view of the significance of the marrers referred o in the Basis for Disclaimer of Opiaion
secton of our report, we do not express an opinion on whether the accounting and other records required
by the Act to be kept by the Company and by those subsidiary corporations incorporated n Sthgapove of
which we are the auditor have been properdy kept in accordance with the provisions of the Act.
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Other Matters
Belated poety teangacnons
As disclosed in Note 26(a) to the financial statement the transactions with related partics wetc as follows

Yixiog Dhanson

On 30 April 2013, the Company announced that (1) the transactions between the Group and Yixing Danson
Technology Co., Lid. (“Yixing Danson™) were interested person transactions which cxceeded 5% in
FY2011, 2012, fiest quarter 2013 (“Past Interested Person Transactions™) and (if) the Company would be
sccking approval from shareholders to ratfy the Past Interested Person Transactions at an extraordinary
general meeting to be convened. Durnng the financial year ended 31 December 2019, the wunsactions
consist of the sale of chemical products of RMB 259.1 million (2018 - RMB 224.2 million} and purchase
of inventories of RMB 4.4 million (2018 RMB 35.1 milhon).

I !iE o I Th el

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

The 1rangactions consist of the sale of chemical products of RMB 145 2 million (2018 — RMB 260.6 miilion},
purchase of inventories of RMB 296.8 million (2018 — RMB 14.4 million) and rental income of RMB 3.6
million (2018 — RIVII3 Nij,
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Independent auditor’s report
to the members of SunVic Chemical Holdings
Limited (Cont’d)

Other Matters (Cont’d)
Bikatedd pasty trnsactions (Lonsd)

|axing lmymn

The transactions between the Group and Jiaxing Jinyan Chemical ‘l'echnology Co., Ltd. (“Jiaxing Jinyan™)
were interested person transactions. Ms. Hu Yanping, the substantial sharcholder of the Gzoup, Mr Sun
Kiao (the former Chief Txecutive Officer and Executive Director of the Company) and their assoclates
own in aggregate 100% of the equity interest in Jiaxing Jinyan. The transactions consist of the purchase of
inventories of RAMDB Nil (2018 - RMB 164,000).

||:|||'.n'_ 18 1 B

The transactions between the Group and Jiangsu Yinyan Specialty Chernical Co., Ltd. (“Jiangsu Yinyan™)
were interested person transactions, Ms Hu Yanpiag, the substantial shareholder of the Group, Mr Sun
Libua (Chicf Executive Officer and Exccutive Director of the Company} und Mt Sun Xiao (the former
Chicf Executive Officer and Executive Director of the Company) own in aggregate 96.0% of the equity
interest in Jiangsu Yinyan. The transactions consist of the sale of chemical products of RMB 67,000 (2018
— RMB 71.6 million), purchase of inventories of RMB 5.2 million (2018 - RMB 18.0 million). As at 31
December 2019, the amount owing by Jiangsu Yinyan was RMB 131.1 milkon (2018: RMB 131.1 million).
No impairment allowance has been made. We are unable 1o ascertain the recoverability of this debt.

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

The enengement partner on the zudit resulting n this independent auditor’s report is Chang Fook Kay.
gag p 2 P p g }

Pubhc \ccoun tanrs and

Chariered JAccountants

Sil’!g;]P()l’C.

9 December 2020
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SunVic Chemical Holdings Limited 16
and its subsidiaries
Consolidated statement of profit or loss and
other comprehensive income
for the financial year ended 31 December 2019
Year ended Year ended
31 December 2019 31 December 2018
Note RMB'000 RMB'000
Continuing operations
Revenue 4 940,381 1,677,098
Cost of sales {934,547) {1,543,832)
Gross profit 5,834 33,266
Other income
- Interest 5{a) 1,903 1,822
- Others 5(b) 387,479 41,935
Gisiribution expenses {4,844) {37.070)
Administrative expenses {93,286} {142,700}
Other operating expenses B{a} {177,412} {510,032)
Finance costs 6(b} {48,753) (73,062)
Profit{Loss} before taxation 70,821 {685,841)
Taxation 7 {16} {600
Profit/{Loss) after taxation from continuing
operations 70,905 {686.441)
Discontinued cperations
_Proiit from discontinued operations, net of tax 13(c) 20,815 13.045
ProfitffLoss) for the year 91,720 {673,386}
Other comprehensive income after tax:
{Item that may be reclassified subsequently to
profit or loss}
Foreign currency translation 203 B80S
Total comprehensive profit{loss) for the year 91,923 {672,587
Profit/(Loss} attributable to:
Owners of the Company 93,363 {630,678)
Non-controlling interests - {1,643) (42,718}
Profit(Loss} [er the vear 91,720 {673,396}
Profit/{Loss) attributable to owners of the
Company:
Profitf{Loss) from continuing operations 72,548 {643,723)
Profit from discontinued oberations 20,815 13.045
93,363 (630,678}
Total comprehensive profitf{loss} atiributable to:
Owners of the Company 93,566 {629,869)
Non-cantrolling interests _ (1,643) {42.718)
Total comprehensive proﬁtf’(loss} for tbc year - 91,923 {672 587)
RMB RMB
Cents Cenis
Earnings/{Loss) per share for loss from:
Basic and diluted eamings/loss per share
- profitfloss) for the year 8 17.5 {1185}
- continuing operations & 13.6 {121.0}
- discontinued operations 8 3.9 25

The annexed antes form an integral pat of these fingncial setements,
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APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Holdings Limited 17
and its subsidiaries

Statements of financial position
as at 31 December 2019

Group Company
31 31 31 31
December December December December
2019 2018 2019 2018
Note RMB'000 RMB'000D RMB'000 RMB'00D
ASSETS
MNan-current assets
Property, plant and equipment 9 131,431 337,767 18 33
Right-of-use assels 10 207,41¢ - 1,139
Intangible assets i1 7,178 7.885 s .
Freehold land / Land vse rights 12 12,577 44,900 .
Investment in subsidiaries 13{a) . . 342,623 342,623
Deferred tax assels 14 - - s
Value-added {ax recoverable 15 = = - s
_Fixed duporsits - phdged 16 . 76,739 - i
358,605 467 281 33780 342,656
Current assets
Inventories i7 24,058 18,544 - :
Trade and other recaivables 18 596,748 751,708 57,949 53,299
Cash and cash aruirvalons 16 T8, 169 228 845 296 810
1,408,975 920,717 58,245 54,109
Assets of disposal group
classified as held for sale 1He) B - 791,843 =
= 1,409,075 1,791,000 58,245 54,109
Total assets 1,768,580 2.25&291 402 025 396
EQUITY AND LIABILITIES
Capital and Reserves
Share capital 18 291,516 281,516 291,516 291,516
Treasury shares 19 {1,575) {1,575) (1,575} (1,575)
{Accurmnulaied losses)Retained
eamings {132,768) {226,237) 61,871 63,885
Other reserves 20 285,276 289 708 - -
442,449 353,410 351,912 353,826
Non-contro!bog interests [124,020] (122 377F 1oy _
Tatal equity 318,429 231,033 351,812 353,826
Nen-current liahilities
Borrowings 21 = 75,631 .
L ease liabilities 24 705 705 -
Deferred tax liabilities 14 7.500 7,500 =
8,205 83,131 705 s
Current liabilities
Bomrowings 21 397,431 395,740 -
irade and other payables 22 G97,120 1,058,446 48,022 47 93%
Provision for restoration costs 23 45,573 45,573 .
Lease liabilities 24 485 . 486 -
Provision for contingent liability —
Corporate guarantees 28} - 42,500 =
|_I":COIT‘IE tax ey uble = '1_.33_6 1.750 -
1.441,946 1,544,009 49,408 43,530
Liabitities of disposal group
classified as held for sale 13(¢} - 400,118 - ¥
1,421 946 1344 127 49,408 47 03n
Total liabilities 1,450,151 2.027.258 50,113 42,939
Total equity and liabilities 1,768,580 2 58 71 42,025 396,765
The annexed notes torm ar wiregeal pae of these inmicial stazemcenes.
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APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Holdings Limited 18
and its subsidiaries

Consolidated statement of cash flows
for the financial year ended 31 December 2019

2019 2018
Note RMB'¢00 RMB'000
Cash Flows from Operating Activities
Profit{Loss} before taxation from continuing operations 70,921 {685,841}
Profit before taxation from discontinued operation 13(c) 23,854 23,052
94,775 {662,789)
Adjustments for:
Interest expense 6{b}) 48,753 80,159
Interest incame Ha) {1,903} {2,593)
Depreciation of property, plant and equipment 9 21,902 108,654
{Reversal of impairment)/lmpairment loss of property,
plant and equipment i) {4,620} 199,030
Amortisation of intangible assets 11 707 812
Amortisation of land use rights 12 - 1,334
Amortisation of right-of-use assels 10 15,928 -
Gain on disposal of land use rights 5 - {9.429}
Loss/(Gain} on disposal of property, plant and equipment 8{a}, 5{h} 1,544 {36)
Property, plant and equipment expensed off 9 345
Unrealised currency translation difference 203 809
impairment loss on value added tax recoverable - 83.951
Impairment loss on prepayment 18 260 19,625
Gain on disposal of Taixing Sunke 13(c} (321,412)
{Reversal of)fProvision for Contingent liabilities — third
parties 28(b) {42,500) 42,500
Provision for restoration cosis 23 - 45,573
Provision for severance compensation 22 s 12,700
Allowance forf{roversal} of doubiiul debt provision 18 19,209 {80}
_Allowance for inventory write-down 17 1,307
Operating loss before working capital changes {165,472) {78,780}
{Increasc)fdecrease in inventories {6,821) 45 446
Decreasef{increase) in trade and other receivables 193,490 (12,327}
_{Decreaselfincrease in trade and other payables {288.082) 443,426
Cash (used in)fgenerated from operations {267 885) 397,765
Income tax paid (3 468) (21.368)
Net cash flows (used in)/generated from operating activities {271,353) 376,397
Cash Flows from Investing Activities
Interest received 1,803 2,593
Purchase of property, plant and eguipment {Note A} {3,845) (36,0025
Proceeds from disposal of property, plant and equipment 12,098 3878
Proceeds from disposal of Taixing Sunke 13{c) 875,410
Prepayment for right-of-use assets {Note B} 10 {1,208} -
Net cash flows generated fromf{used in) investing activities 878,357 {32,431
Cash Flows from Financing Activities
Proceeds from borrowings {Note G) 444,254 631,205
Repayments of borrowings (Note C}) {568,194} {943,318)
Repayment of principal portion of tease liabilities {Note C) {444}
Repayment of interest portion of lease Habilities (Note C) {74} -
Restricted cash from disposal of Taixing Sunke 13¢c), 16 {377,078} =
Interest from Escrow account 16 {298} -
Interest paid {48,679} {80,159)
Increase in pledged fixed deqwnais {107,419} {99,014
MNet cash flows used in financing aclivities {607,932} {491,288)
Met decrease in cash and cash equivalents {928) {147,320}
Cash and cash equivalents at beginning 9,010 157,324
Fffects of exchange rate chimigss 202} {294)
Cash and cash equivalents at end 16 7.780 9,010
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APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Holdings Limited

and its subsidiaries

Consolidated statement of cash flows (Cont’d)

for the financial year ended 31 December 2019

Note:

A. Property, plant and equipment

20

In the prior year, the Group paid cash of RMB 36.0 million for the additions io property, plant and equipment
amounting to KMB 6.8 million. The difference was mamly due to pavment made for prior year payables for
propezty, plant and equipment.

The Group

Amounts payable to suppliers at beginning

Purchases of property, plant and equipment {Note 3)
Amounts payable to suppliers at end

2018
RMB’ 000

45,059
6,829
{15,886}

{Cash paid on addition of property, plant and equipmeril

36,002

B. Right-of-use assets

In 2019, the Group makes cash payments 1o acquire right-of-use asseis — land use righes of §1,200,000.

(L) Reconciliation of lizbilities atising from financing activiries

The following is the disclosures of the reconcilation of items fur which eash fows have been, or would be,
classified as financing actvities, excluding cquiry items:

Borrowings {Note 21}
Lease liabilities
{Note 24}

1 January SFRS{I) 16 Interest
2019 {Note 2{b}} expense Cash cutflow Cash inflow 2019
RMB’600 RMB'0G0  RMB’'OCO RMB’00G RMB'G00 RMB'000
471,371 - {568,194) 484,254 I 337431
| - 1.635 74 {518) i | 1.191 |
| Cash flows
I 1 January 31 December
2018 Non-cash flows Cash outflow Cash inflow 2018
| RMB'000 I_ RMB'c00 | RMB'CO0 RMB’000 | RMB'00C
036.484 | {153,000 {943.318) 631,205 | 471,371

Borrowings {Nofe 21)

Non-cash flows Cash flows

Adoption of

* Relates o disposal of 45% equity mterest 1n Tuxing Sunke Chenucals Co | Lad
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APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVie Chemical Heldings Limited 21
and its subsidiaries

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

1 General information

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

The Compary is listed on the Singapore Exchange Securities Trading Limited (“SGX-5T”} and is incorporated
as a limited Lability company and domiciled in Singapore. The holding compuany is Whiteficld Capital Inc.
(“Whitefield Capital™) which is incorporated in the British Virgin Islands.

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

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

The financial statemnents are prepared in accordance with Singapore Financial Reporting Standards
(Internadonal) (“SFRS(I)™) including related Iaterpretations promuigated by the Accounting Standards
Council (ASC). The financial statcrnents have been prepared under the historical cost convention, except as
disclosed in the accountng policies below.

The financial statements are presented in Chinese Renminbi which is the Company’s funciional carrency. All
the financial informadon is presented in thousands of Chinese Renminbi (RMB’000}, unless otherwise stated.

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

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

Effective date
{Annuzl periods
beginning on

Reference Description or after)
SIR&(IY 16 Leases 1 January 2019
Amendinents 10 SRS 9 Prepayment Features weth Wegative Compeniation 1 January 2019
SRS INT 23 Uncertainty Over Invome Tar: Treatmenis 1 January 2019
SFRS(IY 1 19 Plan Amesdment: Curlaitvrent or Seltfemen! 1 January 2019
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GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Holdings Limited 22
and its subsidiaries
Notes to the financial statements for the year ended 31 December 2019

2 Summary of significant accounting policies (Cont'd)
(b) Adoption of new and revised SFRS(I} effective for the curtent financial year (Cont'd)

SFRS(I} 16 Leases

SFRS(T) 16 T eaver supersedes SFRS(1) 1-17 Leases, SFRS(I) INT 4 Desermining whether an Arrangement contains a
Lease, SFRS() INT 1-15 Operating Leases - Lncentives and SFRS(TY IN'T 1-27 Fralvating the Swbitance of Transactions
invnlving the I gal Form of a Leare, and propounces new or amended requirernents with respect to lease accounting
For lessec accounting, SFRS(I} 16 introduces significant changes by removing the distinction between
operating and finance lease and requiring the recognition of a right-of-use asset (“ROU assets”) and 2 lease
liability at cornmencement for all leases, except for short-term leases and leases of low-valne assers when such
recognition exemptions are adopted. For lessor accounting, the requirements have remained largely unchanged.
The impact of the adoption of SFRS{) 16 on the Group’s and the Company’s financial statements are discussed
helow.

The date of inital application of SFRS(IL) 16 for the Group ks 1 January 2019, The Group has clected to transition
to SFRS(T) 16 using the cumulative catch-up (or modifsed retrospective) approach which requires the Group to
recognise the cumulative effect of minally applying SFRS(I) 16 as an adjusunent to the opening balance of
retained earnings at the date of initial application, without restatement of comparatives under SFRS(T) 1-17.

(=) Defimuon of a lwge

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

The Group has elected to apply the practcal expedient available on transition to SFRS(I} 16 not to reassess
whether a contract is, or contains, a lease. Accordingly, the superseded definition of a lease under SFRS(T)
1-17 continues to be applied o those leases entered into, or modified, before 1 Januvary 2019, and the Group
applies the new definition of a lease and related guidance ser out in SFRS{I) 16 only to those lease contracts
entered into, or modified, on or after 1 Januacy 2019, Alter the tansition to SFRS(I) 16, the Group shall
reassess whether a contract is, or contains, a lease oaly if the terms and condiuons of the contract are

changed.

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

(b) Lesses stopunting
fz) Former operating leases

Before the adoption of SFRS(T} 16, the Group’s and the Company’s non cancellable operating lease
payments m fuiure reportnyg pedods for leases of leasehold propertics, land nse rights and office premises,
werc not recognised as liabilities m the statement of bnancial posinon bur were disclosed as commitments
inn the notes o the financial staternents, and these lease payments were reported as rental expenses in
profit or loss over the lease term on a straighi line basix and presented under operating activites in the
staternent of cash Aows, Under STRS(T) 16, she Group recognises right-of-use assers and lease liabilies
in the starement of financial position fot these ourstanding fease pavments, reports depreaation of cight-
ol-use assets and 1nterest exXpense on lease halwioes n prnﬁt or less, and presents these lease pavmenis
as principﬂl repayment and inferest paid separately under Doancing activites in the starement of cash
flows.
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SunVic Chemical Heldings Limited 23
and its subsidiaries
Notes to the financial statements for the year ended 31 December 2018

2

(®)

Summary of significant accounting policies (Cont’d)

Adoption of new and revised SFRS(1) effective for the current financial year (Cont’d)

SFRS(I) 16 Leases {Cont’d)

(®)

| CERCY 3Ot Ia] 1iFe |'I B ]| I'.:.:
(i) Dormer aperating feaer (Cont'd)

Under SFRS{) 16, lease incentives are recognised as part of the measurement of the nght-of-use assets
and lease liabilities whereas under SFR3(131-17, they resulted in the recognition of a lease incentive habiliry,
amortised as 2 ceduction of rental cxpenses on a straight-line basis.

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

Tor short-term leases and leases of low=valuc assets, the Group has elected for exernption under SFRS(T)
16 from recognising their right-ot-use assets and lease liabilities, and to report their lease expenses in
profit or loss on a straight-line basis,

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

s recognises a lease liability at the present value of the remaining lease payments using the lessee’s
mncremental borrowing rate for the underdying lease asser;

& on a lease-by-lease basis, the Group choases to measure its ROU at an amount equal 10 the lease
liability, adjusted by the amount of any prepad or accrued lease payments relating to that leasc
recognised in the staterment of financial posidon immediately before the date of inidal application.

¢ applies SFRS(T) 1-36 Impaixment of Asscrs to perform an impairment review of the right-of-nse asser;
and

+ adjusts any difference between the cacrying amounts of the right-of-use asset and the lease lability to
the apening balance of rerained earnings.

The Group has adopted the following STRS/I) 16 practical cxpedients when applying the cumulative

catch-up transition approach to leases formerly classified as operating lease nnder SIFRS(1) 1 17

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

= adjusis the dght-of use asset at the date of inidal application by the amount of provision for oncrous
leases recognised under SIFRE(T) 1-37 Provisions, Conoingenr Liahilities and Contingent Assets in the
statement of (inancial position immediately before the date of initial application, as an alternative to
performing an mmpairment weview under SIFRS(D) 1-36;

® clects not to recognise the right-of-usce asset and lease hiability for a lease with lease term ending within
twelve months of the dare ofininal apphication;

s cxcludes mitial direct costs from the measucement of the righi-of-use asser ae the dare of minal
apphcavion; and

o uses hindsight for deicvmiming the lease rerm when rthe contract conmins options o exiend or

wenniaaie ilie lease,
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SunVic Chemical Holdings Limited 24
and its subsidiarias
Notes to the financial statements for the year ended 31 December 2018

2 Summary of significant accounting policies {Cont’d)

(h) Adoption of new and revised SFRS(I) effective for the current financial year (Cont’d)
SFRS(I) 16 Leases (Cont’d)

(b) Leixeepecoumimg (Coptd

(#) I easehold bl

In prior years, the Group had made an upfront payment for the right-of-use of its leaschold buildings
which were used as factory premises and/or its office premiscs and recorded in the (Group’s property,
plant and equipment. Upon rransition to SFRS(1) 16, the Group has clected to present the right-of-use
assets separately from other assets in the statement of financial position and therefore reclassifies these
leasehold buildings from “property, plant and equipment” 1o “right-of-usc assets” in the statement of
financial position,

fiez) Land use right

In prior years, the Group had made an upfront payment for the right-of-use of land use rights for own
use and recorded in the Group’s land use rights. Upon transition t SFRS(T) 16, the Group has clected
to present the right-of-usc assets separately from other assets in the statement of financial position and
theretore reclassifies this land use rights from “land use nghts™ to “right-of-use assets™ in the statement
of financial positon,

(C) I EriUf WL TANIIGR

SI'RS(1) 16 has not changed substantiaily how the Group as lessor accounts for leases, except when it 1s
the intermediarte lessor of sublease. Under SFRS(T) 16, the Group continues to classify leases, whereitis
the lessor, as cither finance lease or operating lease and o account for the two types of leases differendy.
However, SFRS(1} 16 changes and expsnds the disclosures requited, in partcular, regarding how the
Group as lessor manages the risks arising from its residual interest in leased assers.

(d) Financel i LAl 4L L] I:_:H '||5_IE--I'- of SFRS t| L[
A reconcilintion of the differences between the Group’s operating lease commitments previously

disclosed in the financial staremenis as at 31 December 2018 and the Group’s lease liabilitics recognised
in the statement of financial position on 1 January 2019 is as follows.

The Group and the Comapny RMB 000
Operating lease commitments as at 31 December 2018 under SFRS{I) 1-17 755
Add: Lease perind not previously included thatis under extension option reascnably

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

liabilities 24
Lease liabilities recognised as at 1 January 2019 1,635
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SunVic Chemical Holdings Limited 25
and its subsidiaries
Notes to the financial statements for the year ended 31 December 2019

2 Summary of significant accounting policies {Cent'd)
(b) Adoption of new and revised SFRS(I) effective for the current financial year (Cont’d)
SFRS(I) 16 Leascs (Conr’d}

(d)  Financisl Eapect of itk spplicanon of SFERST) 16 {Cons'd)

The effects of adoption of SFRS([} 16 on the Group’s financial staterments as at T January 2019 are as

follows:
Increasef
The Group {Decrease)
RMB040

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

Liabilities

Other payables {24}
| ease liabilities 1,635
1,811

(c) L|:|1.J.|.L'l!.l.:'|_|.|.'||i.'J_:. frmn adopbon of SRS 16

In the jurisdictions that the Group operates in, tax deductions are received in respect of the right-of-use
asset (i.e. depreciation allowance) and the lease labibiny {ie. deducton for finance cost) in a manner
consistent with the accounung treatment, and there 13 no difference berween the accounting and tax
depreciation rates, no temporary differences anse from recopnition of the nghi-of-use asset and lease

liability.
{c) New and revised SFRS(I} in issue but not yet effective

Below are the mandatory standards, amendments and interpremations 1o esisting standards that have been
published, and are relevant for the Group’s accounting pertods beginmng on or after 1 Janeary 2020 and which

the Group has not early adopted:

Reference Descripticn

Amenements to Rejerences o the Coveeptint! Viemenonk in SFRS()

Amendients to SERS(E) 3: efinition w: u Busviniesy

Amendments do SURS() 1-1 aned SURNY 1-8: Detinition of
Matertal

Amenduents 1o SERS) & STRS ) 139 and SRS 42 Buterest
Bate Bernchmmiri R{_‘,fmw

Amesedment o SERSHY Foo CO0 D 10 Revwred Rewt Conoersions

rewmdieents to SRS 30 Rejevena 2o ke Coneptindd Vnimewark

clameaednrents to SR T 160 Prnpernr, Poand tnd ugripaeens —

Praceeds before Latenrdded U oo

Various
SIFRS(T) 3
SIFRS(IY 1-1, SFRS(T} 1 8

SFRS(T) 9, SFRS(T) 1-39,

SERS(IY7

SERS(IY 16

SERS(IY 3

SERS(IY 1-16

SFRS(1Y 1-37 dwrendienic o SERSUp 1-3:7 Qv Conrtiviis - Conr b
Farippdfing o Contven

E-29

Effective date
(Annual
periods
beginning on
or after)
1 Januvary 2020
1 january 2020
1 January 2020

1 january 2020
1 June 2020
i Januvary 2022

1 Janueary 2022

| January 2022



APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Holdings Limited 26
and its subsidiaries
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2 Summary of significant accounting policies (Cont’d}
(<) New and revised SFRS{I} in issue but not yet effective (Cont’d)

Effective date

{Annual
petiods
Reference Description beginning on
or after)
Vatious Anniial Improvements to SFRSA) Standards 2018-2020 1 fanoary 2022
SFRS(1} 17 SERSM) 17: Losurance Contracts 1 January 2023
SFRE(T} 1-1 Amendments to SFRSA) 1-1: Clunfention of Linleiifier as Current 1 January 2023
or Now-current
SFRS(T) 7, SERS(T) 4 Amendments to SFRS(A) 7 & Amendments to STRI(T) 4: 1 January 2023
Extension of the Temporary Escempion from Apgdyiey SFRS(1) 9
SFRS(I) 10, SFRS(I) 1-28  Awendments to STRS{) 10 and SERS(T) 1-28: Sale or To be
Coniribution of Assets between an Investor and its Asroctare or determined

Joint Venture

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

(d) Significant accounting policies

Consolidation

The consolidated financral staternents comprise the financial statements of the Company and its subsidiaries
as at the end of the teporting period. The financial statements of the subsidiaries vsed in the preparation of
the consolidated financial statements are prepared for the same reporting daze as the Company. Consistent
accounting policics are applicd to like transactions and events in similar circumstances. Information on its
subsidiaries is given m Note 13(a).

All intra-group balances, income and expenses and unrealised gains and losses resulting from infra-group
transactions and dividends are climinated in foll.

Substidiaries are consolidated from the date of acquisition, being the date on which the Group obtains control
and continue o be consohidared uniil the dare that such contrel ceascs.

TLosses and other comprehensive income are auributable to the non-controlling intercst even if that results in
a deficit balance.

A change in the ownership mrterest of a subsidiary, withour a loss of control, s accounted for as an cquity
twansacton. 1f the Group loses control over a subsidiary, 1t

» de-recognises the assers (including goodwill) and Uabilides ol the subsidiary at their carrying amounts
as at that daie when conteol 1z loso

) de-recagnises the canving amount of any non-conuolling interest;

- de-recognises the cumulaiive imnslon differences recorded in equiry;

. recognises the fair value of the consideraton received;

. recognises the falr value of anv investment retained;

' recogniscs any surplus or deficit m profit or loss;

. re-chassifies the Gronps share of componenrs previously recognised in other comprehensive meome

1o profit or loss or rerained camings, as appropiiate.
Asubsidiy s an mvestee thanis conornlled by the Group. The Group conrols an investee when it is exposed,

or has rights, o varible rers Gom s mvolvement with the investee and has the abiliny 10 affect those

returns through 03 power over the mvestee
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2 Summary of significant accounting policies {Cont'd)
{d) Significant accounting policies {Cont’d)

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

- power gver the investee;
. exposure, ot rights or variable returns from its involvement wilh the investee; and
. the ability fo use its power over the investee to affect its retutns

The Group reassesses whether or not it controls an investee if facts and ciccumstances indicate that there arc
changes (o one or more of the three elements of control listed ahove.

When the Group has less than a majority of the voting rights of an investec, it has power over the invesice
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 ate sufficient o give it power, including:

. the size of the (roup’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 vorte holders or other parties;

rights atising from other contractual arrangements; and

any additional facts and circumstances that indicate that the Group has, or does not have, the current
abiliry 10 diwect the relevant aciivities at the time that decisions need to be made, including voting
patterna al previous shaselsadders” meetings.

A change in the ovmership mierest

Changes in the Gronp’s ownership interests in subsidiaries that do not result in the Group losing control over
the subsidiaries are accounted for as equity ransactions. The carrying amounis of the Group’s interests and
the non-controlling inferests are adjusted to reflect the changes in their relative interests in the subsidiarics.
Any difference berween 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 artributed to owners of the Group.

When the Group loses control of a subsidiary, 2 gain or loss is recognised in profit or loss and is calcutated as
the difference benween (i) the aggrepate 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 geodwall), and Labilities of the
subsidinry and any non-controlling interest. All amounts previously recognised in other comprehenstve income
in relation to that subsidiary are accounted for as if the Group had directly disposed of the related asscts or
liabilides of the subsidiary (i.e. reclassified to profit or loss or transferred to another caregory of equiry as
specificd/permitted by applicable SFRS (I)s).

The fair value of any investment reramned in the former subsidiary at the date when the contrel is lost is

reparded as the fair value on the initdal recognition for subsequent accounting under SIRS (I) 9, when
applicable, the cost on inital recognition of an investment In an associate Or 4 jolnt venwre,
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2 Summary of significant accounting policies (Cont’d)
(d) Significant accounting policies {Cont’d}
Consolidation (Cont’d}

Asimnfon of busnosscs

The acquisition method of accountng is used to account for business combinations entered into by the Group.

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

Acquisition-related costs are expensed as incurred.

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

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

The ¢xcess of (a) the consideration transferred, the amount of any non-controlling interest in the acquiree and
the acquisiion-date fair value of any previous cquity interest in the acquiree over the {b) fair value of the
identifiable net assets acquired is recorded as goodwill

Lmsposals

When a change in the Group’s ownership interest m a subsidiary resulis in a loss of control over the subsidiary,
the assets and labilities of the subsidiary including any goodwill arc derecognised. Amounts previously
recognised in other comprehensive income in respect of that ennry are also reclassified to profit or loss or
transferred divectly to retained carnings if required by a specific standard.

Any retained equity interest in the entity 1s remeasured at fair value. The difference berween the carrying
amount of the retained interest at the date when conirol s lost and s fair value is recognised in profit or loss.

Tmosactions with goo-contolling invesc

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

Changes in the Comopany owners’ ownership intcrest in a subsidiary that do not resuit in a loss of control are
accounted for as equity wansactions. In such circumstances, the carrying amounts of the controlling and non-
controlling interests are adjusted to refleer the changes in their relative interests i the subsidiary. Any
difference between the amount by which the non conrrolling interest s adjusred and rhe fair value of the
consideration paid or received is recognised divecdy 1n equity and aruibuted to owners of the Company.
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2 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. INo depreciation is provided on construction-in-progress. Depreciauon 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 fixwre 3 o 10 years
Motor vehicles 5 years

Construction-in-progress 1s not depreciated until such time when the relevant assets are completed and put
into operational use.

The cost of propetty, plant and equipment includes expenditurc that is directly attributable to the acquisition
of the items. Dismantloment, removal or restoration costs 2re inchuded 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 15 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 subscquent expenditure is recognised as an expense during the financial year in which 1t is
incurred.

For acquisitions and disposals during thie financial year, depreciation 15 provided from the month of acquisition
and to the month before disposal respectively. Fully depreciated property, plant and equipment are retained

in the books of accounts untl they are no longer in use.

Depreciation methods, uselul lives and residual values arc reviewed, and adjusted as appropriate, at the end of
each reporting period as a change in esnimates.
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2 Summary of significant accounting pelicies {Cont’d}
() Significant accounting policies {Cont’d)

Intangible assets

Tneangible assets acquired separately are measured initially at cost. The cost of intangible asscts 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 accurnulaled 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 vseful ives of mmngible assets are assessed as either finite or indefinite.

Intangible assets with finte useful lives ace amortised over the estimated useful lives and assessed for
impairment whenever there i3 an indication that the intangible asset may be impared. The amortisauon period
and the amortdsation 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 finitc useful lives is recognised in profir or loss
in the expense category consistent with the funcion of the intangible asset.

Intangible assets wirh indefinite useful lives or not yet available for use are tested for impairment annually, or
miore frequently if the events and circumstances indicate that the carrying value may be impaired cither
tndividually 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 determinc whether the useful life
assessment continues to be supportable. If not, the change in useful life from mdefinile to finitc is made on a
prospective basts,

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

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

Technology know-how 16 years
Computer software 5 years

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

Land use rights

Land use rights are initally measured ar cost. Following initial recognition, land use rights are measured at cost
iess accumulated amortisarion. The land usc rights are amornised on a straight line basis over the lease werm of
50 vears, except for freehold land use right which is not amortised. Land use righrs form part of tight-of-use
assets since 1 January 20192

Investment in subsidiaries

in the Company’s separate fumnend stilements, Nvestments in subsidinries are stated at covt less allowance for
any unpairment losses on an individual subsidiary basis
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2 Summary of significant accounting policies (Cont’d)
(d) Significant accounting policies {Cont’d)

Investment in joint venture

JI {{F]! I||'.|IIH..I|lI.'I||-|

Ajoint 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 upanimous consent of the parues sharing control.

A joint arrangement is classified either as joint operation o joint venmre, based on the rights and obligations
of the parties 1o the arrangement.

To the extent the joint arrangement provides the Group with rights to the assers and obligations for the
liabilities relating to the arrangerment, the arrangement Is a joint operation. To the extent the joint arrangement
provides the Group with rights to the net assets of the arrangemaent, 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.

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

= its assets, including its shate of any assers held jointly;

= its liabilities, including its share of any Uabilities mcurred jointly;

. its revenue from the sale of its share ol the output ansing from the joint operation;
. its share of the revenue from the sale of the ourput by the joint operation; and

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

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

When the Group enters into transacton 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 2 transaction only to
the extent of the interests held by the other parties to the joinr operabon.

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

Cash and cuash equivalents

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

Inventories

Inveatories are seated ar the lower of cosr and net realsable value, Cost s determined on a weighted average
basis and includes all costs in bringing the inventories 1o thewr present location and conditen. Lo the case of
manfacured products, cost includes a7l diveer expenditure and production overheads based on the normal
level of activity.

Provision is made for obsoiete, slow-moving and defective nventones i arriving at the ner realisable value,

Net realisable value is the estmated selling price in the ordinas course of business, less estimared costs of
complenon and the estmnated costs necessary o nake the sale,
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{d} Significant accounting policies {Cont’d}

Non-current assets (ot disposal group) held-for-sale and discontinued operations

Non-current assets {or disposal group) are classified as assers held-for sale and carmied a1 lower of carrying
arnount and fair value less costs to sell if their carrying amount is recovered principaily through a sale
transaction rather than through continuing vse. The assets, ot disposal group, are not depreciated or amorlised
while they are classified as held-for-sale. Any impairment loss on initial classification and subsequent
measurement is recognised as an expense. Any subscquent increase in fair value less cost ro sell (not exceeding
the accumulated impairment loss that has been previously recogmised) is recognised in profit or loss.

If the criterta to classify as held-for-sale are no longer met, the assets, or disposal group, are remeasured at the
lower of the carrylng amount before the classification as held-for-sale, adjusted for any deprection,
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.

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

{7 represents a separaie major line of business or geographical area of operations; or

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

{x) is a subsidiaty acquired exclusively with a view to resale.

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

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

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

Financial assets and financial labilitics are offsct and the net amount presented in the statement of financia:
position when, and only when, the Group currently has a legally enforceable right to sct off the recognised
amounts; and intends either o sctide on a net basis, or to realise the asset and settle the liability simuitancously,

Borrowings are recognised initially ar fair value of proceeds received less attrburable transaction costs, if any,
Borrowings are subsequenly stuted at amoctised cost which is the initial fair valve less any principal
repayments. Any diffcrence between the proceeds (net of transaction costs) and the redemption value is 1aken
ro the profit or loss over the perod of the borrowings using the effective interest method. The interest expense
15 chargeable on the amortsed cost over the period of the borrowings using the effecnive interest merthod.

Gains and losses are recognised in profit or loss when the Habilities are derecognised as well as through the
AMOTUSANON PLOCEss.

Borrowings which are duc 10 be scriled 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 u period
longer than twewe months and an sgrecment o refinance, or to reschedule payments, en a long-term basis is
completed afeer the end of reporting pesiod. Borrowings to be sertled within the Group's operating cvele are
classified ax current. Other borrowings due o be seriled more than twelve months after the end of reporiing
perind are included in nen-current borrowings i the statement of fnancial posidon.
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(d) Significant accounting policies (Cont’d)
Provision

Provisions for contingent liabilities for {inancial guarantees issued to third parties are recognised when the
Group has a present legal or constructive obligation as a result of past events, itis more hkely than not thatan
outfow of resources will be required to settle the obligation and the amount has been reliably estimated.

Other provisions arc measured at the present value of the expenditure expected to be required o sctte the
obligation using a pre-tax discount rate that reflects the current market assessment of the time value of inoney
and the risks specific to the obligation. The increase 1 the provision due to the passage of time is recognised
in the statement of comprehensive income as finance expensc.

Changes in the estimated uming or amount of the expenditure ot discount rate arc recognised in profit or loss
when the changes Arise.

Borrowing costs
Borrowing costs are recogmised in the profit or loss in the period they are incurred.

Trade and other payables
'Irade and other payables are initially measured at fair value, and subscquently measured at amortised cost,
using the cffective interest method.

Financial guarantee

The Group has issued corporate guarantees to banks for bank borrowings of its related parties and third partics.
‘These guarantees are financial gnarantec contracts as they require the Group to reimburse the banks if the
retated parues and third parties fai to make principal or interest payments when due in accordance with the
rerms of 1ts borrowings.

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

(a) premium received on initial recognition less cumulauve amount of income recagmised in accordance
with the principles of SFRS{I) 15; and

{b) the amount of expecied loss computed using the impairment methodology under SERS(T} 9.

Contingencies

2\ contingent liability is:

() a possible obligaton that arises from past events and whose cxistence will be confirmed only by the

occurrence or non occurrence of one or more uncertain future events not wholly within the con trol
of the Group; or

() a present obligation that arises from past events but is not recognised because it is not probable that
an oulflow of resources embodying economic benefits will be required to seitle the obligarion or the
amount of the obligarion cannot be measured wih sulficien: reliabiliny.

A contingent asset is a possible asset thar arises from past events and whose existence will be conflomed onlv
by the occusrence or pon-occurrence of one or more uncertain furre events not wholly within the conrrol of
rhe Group,

Conmmygent labilides and assets are not recogmsed in the tnananl siatements, excepl for contingent liabiliy

assumed in 4 business combinaron that 18 a present obliganion and for which fair value ean be rehable

derermmad.
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{(d) Significant accounting policies (Cont’d)

Value-added tax

The Group’s sales of goads in the PRC are subjected to Value added tax (“VAT”) at the applicable tax rate of
17% for PRC domestic sales. Input VAT on purchases can be deducted from output VAT subject 1o
agreement by the tax authority. The Group’s export sales are not subject to VAT

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

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

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

The net amount of VAT recoverable from, or payable to, the raxation authority 1s included as part of “other
reccivables” or “other payables™ in the consolidated statement of financial position.

Employee benefits
Pemsiom ablg st

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 cerrain staff pension
benefits to their employees under existing PRC regulations. Pension contributions ate provided at tates
stipulated by PRC regulations and are contributed to a pension fund managed by government agencies, which
are responsible for administering these amounts for the subsidianes employees.

Pension contributions are recognised as an expense in the perlod in which the related service is performed.

Laploves kave cnirlements
Emplovee cntitlements to annual leave are recognised when they accruc to employees. sAcerual is made for the
unconsumed leave as a result of services rendered by employees up 1o the end of reporting period.

:'h:-:'_. IHE RS P L'l.'l_'__l'_;'_i

Key management personnel are those persons having the authority and tesponsibility for planning, directung
and controlling the activities of the Group. Directors and certain managerial personnel are considered key
management personnel,
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{d) Significant accounting policies (Conv’d)

Leases
The accounting policy for leases biome | lamury M1 s a5 follows:

Where the Group is the lessce

Chpeming leavgs

Rentals on operating leases are charged to profit or loss on a sunight-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 eatly terroination, if any, are recognised in the profit or loss when incurred.

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

Where the Group is the lessot

Llpomting heases

Leases where the Group retains substantially all the risks and rewards of ownership of the asset are classified
as operating Jeases. Initial direct costs incurred in negotiatng an operating lease are added Lo the carrying
amonnt of the leased asset and recognised over the lease term on the same bascs as rental income. Rental
income is recognised on z straight-linc basis over the lease term. Contingent rents are recognised as revenue
in the petiod in which they are earned.

The accounting policy for leases fpujn | [amuagy J01E is as follows:

Where the Group fs the lessee

The Group asscsses whether a contract is or contains a lease, at tnception of the contract. The Group
recognises a right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which
it is the lessee, except for shorr-term leases (defined as leases with a lcase term of twelve months or less) and
leases of low value assets. For these leases, the Group recognises the lease payments as an operating expense
on a straight line basis over the tetm of the lease unless another sys ternatic basis is more representanve of the
time pattern in which cconomic benefirs from the leased assets ate consurmed.

. Iease liabliries

The initial measurement of lease habaity s measured at the present value of the lease payments

discounted using the itnplicit rate in the lease, if the rate can be readily determined. If thar rate cannot

be readily determined, the Group shall use its incremental borrowing rate. Lease pagments inchude the

following:

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

- WVariable lease payment that are based on an index or rate, initially measured using the index or
pate 25 at the commencement date;

- Amount expected 1o be payable under residual value guarantees;

- The exercise price of a purchase option if is reasonably certain [o exercise the option, and

- Pavment of penalues for terminating the lease, if the lease texm reflects the Group exercasing that
ophon,
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2
(d)

Summary of significant accounting policies {Cont’d)

Significant accounting policies (Cont’d)

Leases (Cont’d}
The accounting policy for leases fram | Jamuary 2019 s as follows {(Cont’d)

(1} When the Group is the lessee {Cont’d}:

Leage habnles (Contd)

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

and account (hese as one single lease component.

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

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

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

- the lease payments change due to changes in an index or rate or a change in expected payment
under a guaranteed residual value, in which cases the lease liability is remeasured by discounting
the reviscd lease payments using the initial discount rate (unless the lease payments change 1s due
:0 a change in 2 floaring interest rate, in which case a revised discount rate is used; or

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

l.':_':‘-ll"-l §-iiie aia g

The Group recognises a right-of-use asset and lease liability at the date which the underlying asset 13
available for use. Right-of use assets are measured at cost which comprises the initial measurement of
lease habilities adjusted for any lease payments made at or before the commencement date and lease
incentive received. Any initial dircct costs that would not have been incarred if the lease had not been
obtained arc added to the carrying amount of the ripht-of-usc assets.

These rght-of-use assets is subsequently depreciated using the struight-tine method from the
commencernent date to the earlier of the end of the useful life of the nght-nt-use asset or the end of
the lease tevm. Depreciation on rght-of use assets s caloulaed using the stiaight-ine method to
allocate their depreciable amounts over the shorter period of lease twrm and usehul hfe of the
underlving asset, as follows:

Leascheld property 240 vears
Land vse tighis S years
Office premise 4 vears

The Company apphes FRS 36 1o detcemine whether a right-of-use aszer is impaired and accounts tor

anv idennhed impairment loss.,
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2 Summary of significant accounting policies {Cont’d)

{d} Significant accounting policies (Cont’d)
Leases (Cont’d)
The accounting policy for leases [fom | lapyary 11119 is as follows (Cont’d)

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

o Slem st anel o value legiey
The Group has elected 10 nol recognises right-of-use assets and lease liabilities for short-term leases
that have lease terms of 12 months or less and leases of low value leases, except for sublease
arrangements. Lease payments relating Lo these leases are expensed to profit or loss on a straight-line
basis over the lease term.

*  Vanable lease paymeniy
Variable lease payments that are not based on an index or a rate are not inchided as part of the
measurement and initial recognition of the lease liability. The Group shall recognise those lease
paymenlts i profit or loss in the periods that triggered those lease payments.

(i) When the Group is the lessor:

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

When the Group acts as 2 lessor, it determines at lease inception whether each lease is a finance lease ot
an operating lease.

Ta classify each lease, the Group makes an overall assessment of whether the lease wransfers substandally
all of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease
is a finance leasc; if nof, then it is an operatng lease. As part of this assessment, the Group considers
certain indicators such as whether the Iease is for the major part of the cconomic life of the asset.

At inception or on modificaion of a contract that contains a lease component, the Group allocates the
consideration in the contract to cach lease componen: on the basis of their relarive stand alone prices. 1F
an arrangement contains lease and pon-lease components, then the Group apphes SFRS(I) 15 to allocatc
the consideration in the contract.

The Group applies the derecognition and impairment requirements in SFRS(T} 9 to the net investment m
the lease. The Group further regularly reviews esnmated unguarnteed residual values used in caleulating

the gross investnent in the lease.

The Group recognises lease payments received from equipment uader optrafjng leascs as Income on a
straight-line basis over the lease term within “other income” i profir or loss,
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2 Summary of significant accounting policies (Cont’d}

(d} Significant uccounting pelicies (Cont’d)

Income taxes

Current income 1ax for current and prior periods is recognised at the amount expected to be paid to or
recovered from the tax authoritics, using the Tax rates and tax laws that have been enacted or substantively
enzacted by the end of reporting penod.

Deferred income tax is recognised for afl temporary differences arising between the tax bases of assets and
liabilitics and their carrying amounts in the financial statements except when the deferred income tax arises from
the inital recogniuon of poodwill or an asset or liability in a transacton that is not a business combination and
affects neither accounting or taxable profit or loss at the fime of the transacdon.

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

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

Deferred incomce kax 1s measured:

{1} at the tax rates that are expected to apply when the related deferred income tax asser is realised or the
deferred income tax liability is setded, 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 dare
of the financial position, to recover or settle the catrying 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 rax anses 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 combinarion is adjusied against goodwill on
acquisition.

Revenue recognition
Revenue is measured basec on the consideration to which the Group expects 1o be enritled in exchange for
transferring promised goods or services to a customer, excluding amounts collected on behalf of third parties.

Revenue is recognised when the Group satisfied a performance obligation (“PO”) by wansferring a promised
good or service to the customer, which is when the customer obtains control of the gnod or service. A PO
may be satisfied ara point in fme or over ume. The atnount of revenue recognised is the amount allocated to
the satished T,
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2 Summary of significant accounting policies {Cont'd)
(d) Significant accounting policies {Cont’d)

Revenue tecognition (Cont’d}

(1) Sales of chemical products
The Group manufactures and sells of Acrylic Acid (“AA”) and Acrylate Esters (“AE”), PMIDA and
glyphosate and refined MTBE and perrolenm products {colleciively “chemical products”) in the
marketplace. Sales are recognised at a point when conteol of the products has wansferred to its
customner, being when the products are delivered to the customer or the customer has taken physical

delivery according to the agreed sales term and all criteria [or acceptance have been satisfied.

Transaction price is the amount of consideration in the contract to which the Group expects to be
entitled in exchange for transferring the promised goods. The goods are nsually sold without the right
of return, volume discounts or warranty. No element of financing 1s deemed present as the sales made
are usually completed within 3 months. A receivable (financial asset) 1s recognised when the goods are
delivered as this is the point in time that the consideration is unconditional because only the passage
of tme is required before payment is due,

{u) Interest income
Intetest income is recognised on a time proportion basis using the effective interest method.

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

() Dividend income
Dividend income from investments is recognised when the sharcholders” rights 1o receive pavment
liave been established.

Operating segments

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

Share capital
Ordinary shares are classified as equity. Incremental costs directly attriburable to the issuance of new ordimary
shares are deducted against shave capital account.

Where the Company purchases the Company’s ordinary shares (“rreasury shares”), the carn tng amount which
includes the consideration paid and any directly attributable transaction cost is presented as A component
within equity atuibutable to the Company’s equity helders, unnl they are cancelted, sold or retssied.

When rreasury shares ace subsequently cancelled, the cost of measury shares are deducied agains: the share

capital aceount if the shares are purchased out of capial of the Company, or against the retained profus of the
Company i the shares are purchased out of carnings of the Company.
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2 Summary of significant accounting policies (Cont’d)
{d) Significant accounting policies (Cont’d)

Related parties
A related party is defined as follows

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

(i) has control or joint control over the Company;
) has significant influence over the Company; or
{i} 15 a member of the key management personnel of the Group or Company or of a parent of the

Company.
(b) An entity is related 1o the Group and the Company if any of the following conditions applies:

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

(i) one entity is an associate of joint venture of the other entity {or an associate or joint venture of
a member of 2 group of which the other entity is a member);

(it}  both entities are joint ventures of the same third party;

(iv] one entity is a joint venmre of a third entity and the other cntity is an associate of the third
entity;

(v}  theentiry is a post-employment benefit plan for the benefit of employees of either the Company
or an enuty related to the Company. If the Company s nself such a plan, the sponsoring
cmployets ate also related to the Company;

(vi} the ennty is controlled or jomntly controlled by a person identified in (a);

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

(vit) the enuty, nor any member of a group which is past, provides key management personnet
services 1o the reporting entity or to the parent of the reporting entity.

Functional currencies

Funciional and preseniaison curmency

Tiems included In the financial statements of each entity in the Group are measored using the currency of the
primary cconomic environment in which the entity operares {“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 (“forcign cutrency”) are translated into the
tuncrional currency using the exchange rates at the dates of the ransacuons. Cuorrency translation differences

resulting from the settdement of such transacnions and from the ransladion of monetary asscts and liabilides
denominated in foreign currencies at the closing rates ar the end of dhe reporung penod are recognised in profir
or loss. However, in the consolidated financial statements, cuwrency tanslation differences arising from
borrowings in foreign currencies and other curreney instuments designated and qualifving as net invesmment
bedges and net anvestment in foragn operations, are recogntsed in other comprehensive income and
accumulated m the currency wanslation reserve.

When a foragn operuon s disposed of or aov borrowings fornung part of the ner mvesnment of the foroen

operation arc repaid. a proportionate share of the accomulated translanan dilferences is reclassified to profir
or loss, as part of the g or loss on disposal.

E-44



APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Holdings Limited 41
and its subsidiaries
Notes to the financial statements for the year ended 31 December 2019

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

Conversion of foreign cutrencies {Cont’d)

Transacuoms: and balsnoes __r_l_u'_l_'h_

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

Non-monetary items measured at far values in {oreign currencies are translated using the exchanpe rates at the
date when the fair values are determined.

Ciaip entitics
The results and financial positon of all the Group entities (hat have a functional currency different from the
presentation currency are tanslated into the presentation currency as follows:

(i) Assets and liabilities arc translated at the closing exchange rates at the end of the reporting period of
that statement of financial position;

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

(in1) All resulung currency translation differences are recognised in other comprchensive income and
accumulated in the currency {luctuation reserve.

Iinancial assets

Classification and measurement
The Group classibies all 1ts financial assets at amortised cost. The classification depends on the Group’s
business model for managing the financial assets as well as the contractual terms of the cash flows of the
financial assct. The Group reclassifies financial assels atamortised cost when and only when its business model
for managing those assets changes,

0 P T et
At initial recognition, the Group measures a financial asset at its fair value plus ransaction costs that are dueetly
attributable to the acquisiton of the financial assct,

[J i et Bafaii
:
Debr insrruments include cash and cash cquivaleats, trade and other receivables and amount due from
subsidiaries. The subseguent measurement category is depending on the Group’s business model for managing
the asset and cash fow characienstics of the asset.

_lmoriised vost

Dbt instruments that are held for collection of conraceal cash flows where those cash flows represent solely
pavinents of prncipal and interest are measured at amorised cost. A gain or loss on a debt instramenr that 1s
subscquently measured at amoriised cost and 15 not part of a hedging relationship 1s recognised m profir or
loss when dhe asset is deregognised or impaired.
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2 Summary of significant accounting policies {Cont’d)
(d) Significant accounting policies {Cont’d)
Financial assets {(Cont’d}

Impaitment of financial assets

The Grovp recognises an allowance for expected credit losses {“ECLs”) for all debt instuments not held at
fair value through profit or loss and financial guarantee coniracts. ECls are based on the difference between
the contractual cash flows due in accordance with the contract and all the cash flows that the Group expects
to receive, discounted at an approximation of the original cffective inferest rare. The expected cash flows will
include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terns.

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

For irade receivables, the Group applies a simplified approach in calculating ECLs Therefore, the Group does
not track changes in credit isk, but instcad recognises a loss allowance based on lifeime ECLs ai the end of
each reporting period. ‘The Group has established a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specilic to the debiors and the economic environment

or debt instruments at FVQCI, the Group applics the low credit risk simplification. At the end of each
reporting period, the (Group evaluates whether the debt instrument is considered to have low credit risk using
all reasonable and supportable information that is available without undne cost or cffort. In making that
cvaluation, the Group reassesses the internal credit rating of the debt instrument. In addition, the Group
considers that there has been a significant increase in credit risk when the confracrual payments are more than
days past duc.

‘The Group consider a financial asset in default when contracmal payments are 90 days past due. However, 1n
certain cascs, the Group may also consider a financial asset to be in default when internal or cxternal
information indicates that the Group is unlikely to receive the outstanding conuacral amounts in full before
taking into account any credit enhancements held by the Group. A financial asset is written off when there is
no reasonable expectaton of recovering the contractual cash flows.

Recognition and detecognrrima
Regular way purchases and sales of financial assets are recognised on trade date —1he date on which the Group

commits to purchase or sell the asset.

Iinancial assers are derccognised when the rights to receive cash flows from the financial asscts have expired
or have been uansferred and the Group has wansferred substannially all nisks and rewards of ownership.

On disposal of a debt insteument, the difference between the cartving amount and the sale proceeds is
recogniscd in profir or loss. Any ameount previously recogrised in other comprehensive incomnce relating to that
asset is reclssified 1o profit or loss.

Toade receivables that are factored out to banks and other financial instttons with secourse ro the (Group are

riot devecognised unul the reconrse period has expired and the risks and rewards ol the receivables have been
fully rransferred. Tle corresponding cash received from the fnancial insttutions s recorded as borrowings.
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3 Significant accounting estimates and judgements

The preparation of the financial statements in conformity with SFRS (I} requires the usc of judgements,
estimates and assumprions that affect the reporied amounts of assets and habibives and disclosure of contingent
assets and labilitics at the datc of the financinal statements and the reported amounts of revenuces and expenses
during the financial year. Although these esumates are based on the management’s best knowledge of current
events and actions, actual results may differ from those estimates.

The cudcal accounting estimates and assunptions used and area involving a significant judgement are
described below:

31 Significant judgements in applying accounting policies

Determination of the lease term

In determining the lease term, management considers ail facis and circumstances thar create an economic
Incentive to exercise an extension option, of 1ot exercise a terminaion opuon. Extension options {or periods
after termination options) are only included in the lease tevm if the lease is reasonably certain 1o be extended
{or not terminated). The lease termn is reassessed if an opuon is actually exercised {or not exercised) or the
Group becomes obliged to exercise (or not exereise) 1t. The assessment of reasonable certainty 1s only revised
if a significant event or a significant change In circumstances occurs, which affects the assessment, and that is
within the conteol of the lessee. For leases of leaschold properues, land use rights and office premises, the
following factors are normally the most relevant:

* I{ therce are significant penalties to rerminate (or nor exiend), the Group is typically reasonably certain o
extend (or not terminate}.

* If any leaschold improvements are expected to have a significant remaining value, the Group is typically
teasonably certain to extend {or not terminare}.

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

Estimation of the incremental borrowing rate (“IBR”)

For the purpose of calculating the right-of-use asser and lease Bability, an entity applies the interest rate implicit
in the lease (“IRTIL."} and, 1f the IRIIL is not veadily dewermmable, the enuty shall use its IBR applicable 1o the
lease asset. The IBR is the rate of interest that the entity would bave to pay to borrow over a similar term, and
with a similar security, the Rinds necessary to obtain an assct of a simzlay value o the right of use assetin a
sitnilar economic eavironment. [‘or most of the leases whereby the Group is the lessee, the IRIIL is not readily
determinable, Therefore, the Group estmates the TBR relevan: to each lease asset by using abservable inputs
{such as market interest rawe and asset vield) when avadable, and then making certain lessec specific
adjustments. The carrying amount of the Group’s righi-of-vse assets and lease liabilitics arc disclosed in Norte
10 and 24 respectively. An incrense/decrense of 30 basis poms i the esimared IBR wall decrease/ increase
the Group's right-of-use assets and lease babilines by approximarely RMBI0.000O cespectively.
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3 Significant accounting estimates and judgements (Cont'd)
3.1 Significant judgements in applying accounting policies (Conr’d}

Income taxes (Note 7) and Deferred taxes (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 eissues based on estimares of whether additional tazes will be due, Whete 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 perod in which such determination is made.

Determination of functional currencies

The Group measures foreign cuttency rransactions in the respective funcuional currencies of the Company and
its subsidiaties. In determining the functuonal currencies of the ennities in the Group, judgement is required to
determine the currency that mainly influences sales prices of goods and services and of the country whose
c‘ompenuve forces and 1egul'1u0ns mamlv determines the sales prices of its goods and services. The functional
currencies of the entities in the Group are derermined based on the management’s assessment of the economic
environment in which the entties operate and the entities” process of determining sales prices.

Accrued severance cotnpensation (Note 22)

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

Provision for restoration costs (Note 23)

The Group has accrued RMB 45573,000 (2018 - RMB 45,573,000) in the current financial year being
environmental remediaton and restoration of the land relatng to its operations in the Xiangshui Chemical
Industry Park which was shut down by the local government i1 March 2019. Under existing legisladon, the
PRC government may movc further towards more ngorous enforcement of applicable laws, and towards the
adoption of more stringerl environmental standards due to the hazard area and for public interest of the urban
re-planning. The outcome of environmental liabiaries under future environmental legislation cannot be
ascerained with accuracy although the management believes the current provision for the restoration cost s
adequate.
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3 Significant accounting estimates and judgements {Cont’d)
31 Significant judgements in applying accounting policies {Cont’d)
Joint arrangement classified as disposal group held for sale and discontinued operations (Note 13 (¢))

Disposal group tavictied as heid for sale

As disclosed in Note 13(c), despite the arbitation proceedings and related claims made against Talxing Jurong
Chemical Co., Ltd. {*Taixing Jurong”™ who holds a 45% interest in Taixing Sunke Chemicals Co., Ltd.
{“Taixing Sunke™) during the financial year ended 31 December 2018, the management has classified Taixing
Sunke as 2 disposal group classified as held for sale as at that date. This 1s because a binding the Letter of Intent
7“1.01”) has been entered into with Arkema Asie SAS (the “Purchaser”) to dispose of the entire 45% interest
held by Taixing Jurong to the Purchaser. Pursuant to the 1O, the arbitration proceedings and related claims
agalost Taixing Jurong will he withdrawn upon the completion of the Proposed Disposal. The shareholdes of
the Comnpany have also approved of the Proposed Disposal on 15 July 2019. The management considers the
classification of the joint arrangement as a disposal group classified as held for sale to be appropriate.

Discontineed operations

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

Investment in subsidiaries (Note 13(a})

As disclosed in Note 13(a), notwithstanding that Company has only a 42.4% cquity interest in SVAP, it
considers that it has control over SVAP because Whiteficld Capital Inc. owns the remaining 37.6% equity
interest 10 SVAP and is a related party to the Company whereby the majority of the key management personnel
in SVAP are the same of those of the Company. {onsequenty, SV AP is accounted for as a subsidiary in the
Group.

Goeing concern

As at 31 December 2019, the Group has net current Habiliries of RMB 32.0 million {2018 - RMB 544.9 million,
excluding assets and liabilities held for sale) and generated a eash outflow from operating activities of RMI3
271.3 million (2018 — cash inflow of RMB 376.4 million}.

As ar 31 December 2019, the Group has cash and cash cquivalents of RMEB 7.8 million {2018 — RMB 254
million). As announced on 27 September 2019 by the Company, the joint operation company of the Group,
Taixing Sunke Chemicals Co Lid, was disposed of and approved by the Board Plowever, due 1o the
techuicality as to the remittance of the sale procceds following the disposal (Nate 13(c)), when this fund can
be made available to dishurse for the use of paviug the liabilities owing by the Group to the banks for RMB
397.4 million as at 31 December 2019 is presenty uncertan,
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3 Significant accounting estimates and judgements (Cont’d)
31 Significant judgements in applying accounting policies {Cont’d}

Going concern (Conr’d)

The Group has prepared the financial statements based on the assumption that the Group can be operated as
a going concern and is of the view that the Group will have sufficient working capital including the ability w
secure addidonal borrowings to finance its operatons in the next twelve months from the end of the reporting
peried. On this basis, the financial staternents of the Group have been prepared on going concern basis, which
assume that the Group will contnue 1n operation at least for a period of 12 months from the balance sheet
date.

If the Group was unable to continne in operanonal existence for the foreseeable future, the Group may be
unable to discharge its liabilities in the normal course of business, and adjustments may have 10 be made to
reflect the siadon that assets may ned 1o be realised other than in the noxmal course of business and at
amounts which could differ sigmficantly from the amounts at which they are currendy recorded in the
staternent of {inancial posidon. No such adjusiments have been made o the fnancial swalements,

Related parties’ transactions {INote 26 and Note 28)

Certain transactions were enftered into with related parries o maintain the Group’s exisiing credit facilities with
the banks, which is 2 common ptactice carded out in the PRC. The Group presents the results of such
transactons, when this presentation reflects the substance of the transaction by netting with related expenses
arising on the same wransaction. These transactions have been recognised on 2 net basis for financial reporting
purposes.

Impaitment of Value-added wax (“VAT”) recoverable {Note 15)

An impairment provision of RMRB 83,931,000 was made as m prior year as the chemical zone of which Juangsu
Jurong Pewochemicals Co., Ltd. {“]JP”) operates was being ordered to shat down by the local government
subsequent to the financial year ended 31 December 2019, The management is of the view that these amounts
cannot be recovered from the max authonues owing to the shut down of operanon by the local government
and the period of the shut down cannot be presently ascertained.

3.2 Critical accounting estimates and key sources of estimation uncertainty

Impairment of trade and other teceivables (Note 18}

The Group and the Company assesses al the end of cach reporting period whether there is any objective
evidence that s financial asser s impaired. To derermine whether there is objective evidence of impairment,
the Group and the Company considers factors such as the probability of insolvency or significant financial
difficulues of the debtor and default or significant delay 1 payizents.

Where there is objective evidence of impairmenr, the amount and timing of future cash flows are estimated
based on historical loss experience for assets with similar credit nsk charvactedstics. Where the acrual outcome
or expectation in future 15 different from the original estimate, such differences will impact the carrying amount
of the recervables as well as impairinent or wrile-bach of tnpairment in the period in which such estinaie has
been changed. The carrving amount of the Group’s and the Company’s trade and other receivables at the end
of the reporting peniod is disclosed in Note 18

E-50



APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Holdings Limited 47
and its subsidiaries
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3 Significant accounting estimates and judgements (Cont’d)
32 Critical accounting estimates and key sources of estimation uncertainty (Conr’d)

Impairment of non-financial assets (Note %)

An impairment exists when the carrying amount of an asset or cash generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs to scll and its value-in-use. The fair value less costs to
sell calculation is based on available dara from binding sales transactions in an arm’s length transaction of
similar assers or obscrvable market prices less incremental costs for disposing the asset. The valuc-m-use
calculation is based on 2 discounted cash flow model.

In prior year, the Group performed an impairment assessment on 1ts property, plant and equipment.
{fy  Jiangsu Jurong Chemical Co., Lid. (“JIC7]

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

(i) Jiangsu Jurong Petrochemicat Co., Lid. (“JjP7)

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

(i) Taixing Jurong Chemical Co., Lid. {“Taixing Jurong™)

As 2 result of the assessment and owing 1o the loss for the year of Taixing Jurong, an impairment loss of RMB
32,476,000 was recognised in profit or loss for the year ended 31 December 2018, The impairment arnount
was provided with reference to the valuation conducted by an independent valuer on its certain plani and
machinery at 12 February 2019, adjusted for various factors, to its fair valuc less cost to sales.

Contingent liabilitics (Note 28(b})

As disclosed i our 2018 Annual Report and in Note 23(b}, the Group has announced that it had received legal
demands totalling RMB 2225 million in respect of financial guarantees issved to third parties in 2018,
Subsequent to the findings by EY Advisory, on 5 Macch 2020, the Company has announced that following he
completion of the special andiz by FY Advisory and in view of the YIC Veracity Discrepancies (refer o Note
29(b)), the Company has reversed in full the provision of the YFC Contingent Tiabilities of RMB 150 milhion
Srom the financial statements of the Group as at 31 December 2018, For the year ended 31 December 20019,
management has advised the Board that the RMB 42.5 million provision for BOC Corporate Guarantee Las
been senfed by a third pasty on the Group's behatf. Accordingly, the Group has reversed the provision for
contingent liabilitics of BOC Corporate Guarantee of RMB 42.5 million to profit o loss for the vear then
ended.
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Notes to the financial statements for the year ended 31 December 2019

3 Significant accounting estimates and judgements {Cont'd)

352 Critical accounting estimates and key sources of estimation uncertainty (Cont’d)

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

Property, plant and cquipment and rght-of-usc assers ("ROU assets”) are depreciated on 2 straght-line basis
over their estimared useful lives. management estimates the useful lives of property, plant and equipment and
ROU assets to be within 3 to 20 years. The carrying amount of the Group’s property, plant and equipment and
ROU assets as at 31 December 2019 is RIMB 131.4 million {2018 - RMI3 337.8 million) and RMB 207.4 million
(2018 — RMB Nil million) respectively. Changes in the expecied level of usage and rechnological developments
could impact the economic uscful lives and the residual values of these assets, therefore future depreciation
charges could Le revised. If depreciation on property, plant and cquipment and ROU  assets
increascs/decreases by 10% from the management’s estimates, the Group’s loss for the year wall
increase/decrezse by approximately RMB 3.2 million (2018 - RMB 33.8 million) and RMB 1,400 (2018 - RMB
Nil million) respectively.

Allowance for inventory obsolescence (Note 17}

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

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

Impairment on investment in subsidiaries (Note 13)

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

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

The principal actvities of the Group are those relanng 1o nvestment holding. The principal activities of the
subsidiarjes are as stated in Note 13(a).

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

Continuing operations

2012 2018
The Group RMB'000 RMB'000
Trading of chemical products — at a point in time 943,381 1,677,098

Digagprepation of revenus fdn conisced wath cusbemen
The Group derives revenue from the transfer of goods and services over tme and at a point in time in the
following major product lines and geographical repions. Revenne is atiributed to countries by location of

Customers.
Continuing cperations
The Group 2018 2018
RME’000 RMBE'0CC
Geographical region
- PRC 907,865 1,466,283
- Other countries in Asia 21,620 60,053
- Others B 10,896 50,762
S4G,381 1,577,068
Preoduct lines
- AA and AE 49%,848 1,273,713
- Others 440,533 303,388
940 381 1,577,098

Revenue recognised duting the (inancial year from conatract liabilitics at the beginning of the financial year
amounied to RMB 23,288,000 (2018 - RMDB 17,322,000,

The Group applies the practical expedient in SFRS(I}15 and does net disclose information about its remaining

performance obligation as the performance obligation is part of contracts that have original expected duraton
Of one year or less.
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5 Other income
Continuing Discontinued
operations operations Total
2019 2018 2019 2018 2018 2018
The Group RMB'G00 RMB'O00 RMB0O00 RKRMB'000 RMB’000 RMB'000
S{a} Interest income
Interest income from deposits
_with banks 1,903 1.822 232 771 2,135 2,593
5{) Others
Rental income 8,905 549 - - 8,905 549
Reversal of contingent liabilities* 42,500 . - 42,500 -
Reversal of prepayment written-down 5,682 - - - 5,692

Reversal of impairment loss of

properiy, plant and equipment {(Note

o) 4,620 - - - 4,620
Sale of raw matenal, other spare

parts, stearn and provision of

waste water lreatment services 1,380 29,242 13,587 30,583 14,967 58,825
Exchrange gain 219 1,076 - - 219 1.076
Gain on disposal of property, plant

and equipment . Kis] . - - 36
Gain on disposai of land use

rights - 9,429 - - 9429
Gain on disposal of Taixing Sunke 321,412 - - - 321,412 -

{Note 13(c)}

Share of expenses? : - . 40,2761 . -
Other miscelianegus income 2,751 1.603 1.001 891 3.752 2.586
387,479 41935 14,588 71,850 402,067 73,601

* Duting the financial year ended 31 December 2019, the Company has reversed in full the provision of tire BOC
Contmgent lisbilitics of RAMB 42.5 million (2018: Provision for contngent liabihities of RAB 42.5 million) o the
consoudated profit or loss for the vear. The reversal was made as the PRC management has advised the Board 1hat
the BOC Corporate Guarantee was sertled by a thied party {vefer to Note 28(b) for details).

* Share of fixed cost under rhe "stop of suppl™ order berween Taxing Jurong and Taixing Sunke.

The amouns has been cesrred ag 16 wis exroneously omurted n FY2018 disciosure.
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6{a) Other operating expenses
Continuing Discontinued Total
aperations operations
2019 2018 2019 2018 2019 2018
The Group Note RMB'000 RMB'000 RMB’COC RMB'G00  RMB'000 RMBDO0
Property, plant and equipment
written off - 2,863 2,863
Cost of raw material and steam
sold and provision of waste
water treatment services 2,591 25,628 11,122 16,805 13,713 42,433
Less on disposal of property,
plant and equipment 1,544 - 1,544 -
Penalty 304 1 - 2,614 304 2,615
Impairment loss of property,
plant and eguipment 9 189,030 = : 169,030
Contingent liabilities for
financial guarantees issued
to third parties 28(D) . 42,500 - - 42,500
Impaiment ioss on
vajue-added fax recoverable 15 - 83,951 = . 83,951
Impairment loss on prepayment 18 5,982 19,625 S 5,082 18,625
Restoration and dismantie
charges 23 . 45,573 - - " 45 573
Impairment loss on trade
receivables 18 19,209 - - a 19,209 -
Share of operating expenses of
disposal group classified
as held for sate # 143,627 88,502 S 143,627 89,502
Exchange loss 504 : 504 -
Qther miscellanecus expenses 3,651 4,222 804 1,326 4,555 5,548
‘[7_7.41 2 510,032 12,026 23,608 189,438 533,640 3
i This related 1o share of the fixed costs, depreciation and amortisation incurred by disposal group classified as held

for sale, Taixing Sunke, as 2 result of “stop of supply” order implemented agunst Taixing Jurong which was
stipulated in the products supply agteement berween Taixing Sunke and Taixing Juvong (Note 13{c)).

6{b} Finance costs

The Group

Interest paid and pajyahls to banks
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Continuing Discantinued
operations operations
2019 2018 2019 2318
RMB'G30 RMB'00C RMB’CO0 RMB'000
48,753 73,062 125 7,087

Total

2019
RMB'GO0

48,878

2018
RMB'000

80,159
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6{c} Profit/{Loss) before taxation
Drofit/ (Loss) before taxalion has been arrived at after charging/(crediting):
Continuing Discontinued
operations operations Total
2018 2018 2019 2018 2019 2018
The Group Note RMB080 RMB'OG0O RMB0GS RMB'CO0 RMB0GE  RMB'0OD
Audit fees paid to:
- auditor of the Company 1,716 1,934 . - 1,716 1,934
- others 3,904 268 30 180 3,994 449
Cost of inventories included in
cost of sales i7 933,566 1,467,373 . . 933,566 1,467,373
Met foreign exchange loss 271 1,753 2,745 4,054 3,016 5807
Staff costs 16,245 33,0386 11,549 16,729 27,794 50,665
Contributions to defined
contribution plans, included
in staff cosis 2,125 3,710 2,463 750 4,588 4 460
Depreciation of property,
plant and equipment g 21,802 109,654 62,369 77,644 84,271 187,298
Impairment loss of trade
receivables 18 19,209 1 . - 18,209 -
Amortisation of right-of-use
assels 0D 15,628 302 : 16,230 -
Amortisation of infangible assets i1 707 812 74 82 781 894
Amortisation of fand use rights 12 1,334 518 - 1,852
Severance compensation 22 . 12,7060 - - - 12,700
Qperating lease expense 1 887 26 397 26 1,284
Inventory wrte down 17 1,307 " . 1,307 -
Directors’ fees 1.012 250 - - 1.012 250
7 Taxation
The Group 2019 2018
RMB’000 KRMB000
From Continuing operations:
Current taxation 37
Under provision in respect of previous years
- Current taxation 16 563
16 600
From Discontinued operations {Note 13{c)}
Current taxation 3,039 2,677
Under provision in respect of previous years
- Current taxation - 7,330
= 3.039 10,007
e 3.055 10.607
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Notes to the financial statements for the year ended 31 December 2019

7 Taxation (Cont’d)

The tax on the Group’s results before tax differs from the theoretical amount thar would adse using the
applicable rate of incorne tax in each national Jurisdiction as follows:

2019 2018
The Group RMB'00G RMB'(60
Profit before tax from:
- Continuing operations 70,821 (685,841}
- Discontinued operations (Note 13{c)) 23.854 23.052
94.775 (662.769)
Income tax using applicable tax rates 23,942 {165,654)
Adjustments:
Non-taxable income {93,902} {3,088}
Non-deductible expenses & 1,369 93,588
Under provision in respect of previous years 16 7,893
Deferred tax assets not recognised 2 71,630 77,684
Utilisation of deferred tax assets on temporary difference not recognised
in previous years - {56}
Tax incentives - {62}
== 3.055 10,607
m This mainly refates to the gain of disposal of RMB 321.4 million on disposal of Taixing Sunke and wrire back of
provision of contingent Bability of RMB 42.5 million.
@ This 1 mainly related to impairment loss of property, plant and equipinent of RMB 199.0 million (Note 95,

impairment loss of VAT recoverable of RMB 83.9 million (Note 15), impainment loss on prepayment of RuIB
19.6 million Nare 18}, provision for restoration of RMB 45.6 million (INote 23) and the provision for conungent
liehilities of RMB 12.5 million 1n respecr of the financial guarantee (Note 28(b)} made in the pror financual year.

o Dreferred tax asset has not been recognised as it is not probable that future taxable profits will be available against
which the relevanr subsidianes can urilise the benefits (Note 15).

The above reconciliation is prepared by aggrepaning separate reconciliation for each national jurisdiction.

JIC, JJP, Taixing Jurong, Yixing Yinyan Import and Export Co., Ltd. (“YYIE”) and Taixing Sunke are subject
to the PRC income taxes rare at 25% (2018 - 25%; on their taxable profit.

Sunvic Chemical Holdings 1imited, Dynix Pre. Ltd. and SunVie Asia Pacific Investments Holdings Pre. Lid.

are subject to Singapore income tax rate at 17% (2018 - 17%} on its taxable profit
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8 Profiti{loss) per share

Basic profit/(loss) per share is calculated by dividing the net loss attributable to owners of the Company by
the weighted average nomber of ovdinary shares in issue of 332,001,000 (2018 - 532,001 000} shares during the
financial year.

Continuing Discontinued
operations operations Total
2019 2018 2019 2018 2019 2018
The Group
Net profit{loss) atirbutable to
owners of the Company
{(RMB'000) 72,548 {643,723} 20,815 13.045 93,363 (630,678}
VWeighted average number of
ordinary shares outstanding
for basic eamings per
share (*000} 532,001 532 001 532,001 332,001 532,001 532,001
Basic earnings/{loss) per share
{RMB cents per share) 13.6 {121.0} 3.9 215 17.5 {118.5)
Diluted samingsf{loss) per share
(RMB cents per share) 13.6 {121.0} 3.8 2.5 17.5 {118.5)

For the purpose of calculaing diluted earnings /loss per share, loss attibutable (o owners of the parent of the
Company and the weighted average numbcr of ordinary shares ouistanding are adjusted for the cffects of all
dilutive potental shares. As there are no dilutive potential ordinary shares that were outstanding during the
year, the basic carnings per share is the samc as the diluted carnings per share.
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9 Property, plant and equipment {Cont’d}
Furniture
The Company and fixture
RMB'000
Cost
At 1 January 2018 -
Additions 45
At 31 December 2018 45
_Additions -
At 31 December 2019 45
Aponm il clipsegialapn arc imgyiinm lagses
At 1 January 2018 -
Depreciation 12
At 31 December 2018 12
Depreciation - 15
At 31 December 2019 27
Het carrving amound
At 31 December 2018 18
At 31 Decernber 2018 33

The Caromp as lessor

The Group leases out a number of equipment under operating leascs. The leases run for a period of 3 vears.
None of the lease includes variable lease payments. The disaggregadon of these equipment under operaling
leases included within plant and cquipment and the reconeiliation of the carrying amount at the beginning

and end of the year are set oul as below:

The Group Plant and
Machinery under
operafing leases

RMB000

Cost

At 1 January 2019 and 31 December 2019 111,868

Accumulated depreciation and impairment

At 31 December 2018 58,168

_Depreciation 3,644
At 31 December 2619 61,812
Net book value

_At 31 December 2019 50,056
At 31 December 2018 53,700

E-61



APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Holdings Limited 58
and its subsidiaries
Notes to the financial statements for the financial year ended 31 December 2019

L Property, plant and equipment (Cont’d)

{a) Impairront sisraments dumng the vear ended 31 December 2018

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

JJc JJe TXJC YYIE The Company Total
RMB'0G0 RMB'000 RMB'000 RMB'GOO RMB'C00 RMB'00D
Camrying amount 91,425 151,465 293,365 509 33 538,787
Less: impairment loss
recognised in 2018 (30.554)  (136,000) (32,476) - {199,030}
Net hook value 50,871 15,465 260,888 509 33 337,767
Note (i) (ii) (i)

im: immaterial

@ )<

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

In view of the shut down, there is material uncertainty in JJC’s ability to generate future economic cash inflow
from its property, plant and equipment. During rthe financial year ended 31 December 2018, the management
made an impairment loss of RMB 30.6 million on the plant and machinery of JJC on the prudent assnmption
that these plants will be permanentiy shut down. At the end of the reporting period, the accumalated
impairment losses on the JJC% plant and machinery amounted to RMB 1.045,434,000 (2018 - RMB
1,045 434,000).

(i  HF

The Group has an 82.1% owned subsidiary in the PRC, )P which owned a cracking plant and 2 mechyl tertiary-
butyl ether (MTBE} Plant,

As announced in the previous announcement dated 27 AMarch 2019 and 8 April 2019, i1 was reported that the
local Xiangshui government had decided o completely shut down the chemical zone at the Xiangshui Chemical
Industey Park in Yancheng city, Jiangsu Provinee, PRC, in which a severe explosion occurred where J[P was
operatng,

In prior Onancial year, the management made an impatrment loss of RMDB 1360 million on the plant and
machinery of JJI? on the prudent assumption that these plants will be permanently shut down. At the end of
the reporting peviod, rhe accumulated mpmrment Josses on e J]Ps plant and machinery amounted to RMB
228 662 0060 (2018 - RMB 228 662 001,
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9 Property, plant and equipment {Cont’d)

() nipanment assessments donng the e snded 1 Drecemilser LY (Cone'd

(111} Taixing Jurong

An impairment loss of RMB 32.4 million was recognised in profit or loss for the year ended 31 December
2018 in respect of the property, plant and equipment of Taixing Jurong. The impairment loss was undertaken
in view of the net loss suffered by Taxing Jurong following a valvation performed by an independent
professtonal valuer. At the end of the reportng perod, the accumulated impairment losses on the Taixing
Jurong’s plant and machinery amounted to RMB 55,840,000 (2018 -RMB 64,461,000).

Certair land use vghts of Taixing Jurong are subject to the Taixing Sunke atbitration proceeding (Note 13 ().

(b) SE oL
As ar 31 Decemnber 2019, property, plant and equipment of the Group with a carrving amount of RMB
Nil (2018 - RMB 289,730,000) were pledged as security to secure bank loans INote 21).

(c) Construction worlk-in-progress as at 31 December 2019 mainly relates to the construction of an
electricity substation, office building and preliminary preparation work in the Economic Developrent
Zone of Taixing Ciry, the PRC, for Ruture construction of chemical production facility. As at 31
December 2019, the capitalised costs amounted to RMB 19,100,000 (2018 - RMB 138,200,003,

{d) As at 31 December 2019, the accumulated impairment loss and accumulated depreciation on property,
plant and equipment for the Group is RMB 1,253,937,000 (2018 - RMB 1,334,557,000) and RMB
398.263,000 (2018 - RMB 3?9,?43,000)

10 Right-of-use assets
Leasehaold Land use Office
buildings rights premise Total
The Group Note RMB'C00 RMB’G00 RMB’000 RMB'C00
At Cost
Adaption of SFRS(I) 16:
- Imitial recognition 2{b) - - 1,611 1,691
Reclassification from property, plant
and equigment 2(b), 9 640,161 - . 640,161
Recfassiﬁcaiioniom Ia:nd use right 2{b),12 - 38,542 . 38,542
Balanee at 1 January 2019 £40,161 38,542 1,611 680,314
Addilions - 1,209 - 1,209
Rectassification from CIP 9 18,108 - = - 19,108
Balance al end of vear == 659,269 39,751 1.611 700,831
r':._'l T sa s den s Al and emsainmen]
Adoption of SFRS(1) 16:
Reclassification from land use right 2{0),12 : 6,014 - 6,014
- Reclassification from property, plant
and equipment 9 471,270 - - 471.27¢
Salance at 1 January 2019 471,270 §,014 . 477,284
Uepreciation/amortisation during the year 14,658 748 472 15,828
Balance at enc of vear 485,928 6,812 472 493.212
Carrying amount:
At 35 Docember 2019 173,351 o 32,839 1,139 207,419
At 1 January 2019 168,891 32,528 1.611 202,030
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10 Right-of-use assets {Cent'd)

Office
premise Total
The Company MNote RMB'000 RMB™D00
At Cost
Adoption of SFRS(1) 16:

- Initial recoanition 2{b} 1,611 1,611
Balance at 1 January 2019 T -
Additions & .
Balance at end of vear 1.611 1,611
Aceymulaied degredation and mpairmeant
Balance at 1 January 2019 - .
Depreciationfamortisation during the vear 472 472
Balance at end of vear 472 472
Carrying amount:

At 31 Decembeor 2019 1,139 1,139
At 1 January 2019 1,611 1,811

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

(b} The Group disposed land use zights of leaschold land in Taxing Jurong to 2 third parry for
consideration of RMB 12920000 for the financial year ended 31 Decemnber 2018. The Group
recognised a gain on sales of land use rghts of RMB 9,429,000 for the financial vear ended 31
December 2018 (Note 3).

C As at 31 December 2019, land use rights of the Group with a carrying amount of RMB 22,880,000
g ! rymng
(2018 - RMB 27,864,000) arc pledged as sccurity ro secure bank loans (Note 21},

{d) As at 31 December 2019, leasehold propertics of the Group with a canrying amount of RMDB 28,351,
000 (2018 - RMB INil) were pledged as security to secure bank loans (Note 21}

() Certain land se rights of Taixing Jurong are subject to tae Taixing Sunke arbitration proceeding (Note
13{c))-

Denils of the land vse rights in the Group’s ngl:t-of-use assets as ap 31 December 2019 are as follows:

Location ihenulred frpm Land area Tenure Not book value
{sq.m)
Land uss rights RMB'300
G
Jingang Village, Chenjiagang Land and Resources 1.344 34 years 843
Town, Xiangshui County, Jiangsu  Bureau of Xiangshui
province, The PRC County
62 854 48 years 742
Shadang Village. Chenjiagang Land and Resources
Town, Xiangshui County, Jiangsu  Bureau of Xiangshui
province, The PRC County
71,874 49 years 972
Shadang Village. Chenjiagang Land and Resources
Town, , Xiangshui County, Bureau of Xiangshui
Jiangsu provincs. The PRC County
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10 Right-of-use assets (Cont'd}
{e) Details of the land use rights in the Group’s right-of-usc assets as at 31 December 2019 are as
follows {Cont'd):
Location Acquired from Land arca Tenure Net book value
{sq.m}
Land [1]." Halslals.] RMB'000
L [Conte)
Shadang Village, Chenjiagang Land and Resources 174,144 50 years 2,090
Town, Xiangshui County, Jiangsu  Bureau of Xiangshui
province, The PRC County
Chenjiagang Chemical Industry Land and Resources 14,581 47 years 1,033
Park. Xiangshui County, Jiangsu  Bureau of Xiangshui
province, The PRC County
Chenjiagang Chemical Indusiry Land and Resources 3,391 50 years 336
Park, Chenjiagang Bureau of Xiangshui
Town, , Xiangshui County, County
Jiangsu province, The PRC
Chenjiagang Chemical Industry Land and Resources 26,667 50 years a60
Park, Chenjiagang Town, Bureau of Xiangshui
Xiangshui County, Jiangsu County
province, The PRC
4P
Chenjiagang Chemical Industry Land and Resources 12,211 45 years 3,083
Park, Chenjiagang Town, Bureau of Xiangshui
Xiangshui County, Jiangsu County
province, The PRC
TXJC
Cao Yuan Formation and Xu Qing  Land and Resources 208,546 46 years 22,880
Formation in Fiangzha Village, Bureau of Taixing
Binjiang Town, Taixing Cily, Municipal
Jiangsu province, The PRC
Total land use rights 32,939
11 Intangible assets
Technology Computer
The Group know-how software Total
RMB 000 RMB'0C0 RMB'000
Cosl
At 1 January 2018 12,557 3,201 15,758
Disposal of joint operation {1,127} {1,127}
Transfer from construction-in-progress 291 291
At 31 December 2018 12,557 2,365 14,922
Transfer from consiruction-in-proaress = .
12,557 2.365 14,922

At 31 December 2018
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11 Intangible assets {Cont’d)

Technology Computer
The Group Know-how software Total
RMB'O0C RMB'000 RMB'000

Accumulated amortisation

At 1 January 2018 4,910 1,589 6,499

Amoriisation charge 478 334 812

Disposal of joint operation - (274} {274)

At 31 December 2018 5,388 1,649 7,037

Amortisation charge 478 228 ToT
_At 31 December 2018 5.867 1.877 7.744

] G SeToaant

At 31 December 2019 6,690 488 7178

At 31 December 2018 7,168 716 7.885

Technology know-how relates to production technology and is assessed to have finite useful life of 10 years in
view ol the changing technology in the chemical industry.

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

12 Freehold land / Land use rights

31 December 31 December
The Group 2019 2018
RMB’000 RMB'000
Cost
Balance at beginning of year 50,914 66,319
Adoption of SFRS(1) 16 {Note 2{b), Notc 10} {38,542) -
At 1 January . 12,372 66,319
Additions - {3.147)
Transfer to disposal group classified as held for sale (Note 13(c}) = {12,258)
Foreian franslation differences 205 N
At 31 December 12,577 50,914
Accumulated amortisation
Batance at beginning of year 5,014 7,146
Adontion of SERS(1) 16 (Note 2(b}, Note 10) {6.014} -
At 1 January - 7.146
Transfer to disposal group classified as held for sale (Note 13(c})) e {2,243)
Disposals . {223}
Arnortisation charge = = 1.334
At 31 December = 5,014
It comying amont
Al 31 Dacember — 12,577 14,900
Ameunt to be amortised.
- Mat later than gne year : 1334
- Later Ihan ong yoar but nol laler than five years . 5,337
- Later than five years " 25,857
32.528
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12 Freehold land / Land use rights {Cont’d)

Upon transition to SFRS(I) 16, the Group has elected to present the right-of-use assets (or leasehold landj
scparately from other assets in the statement of financial posinon and therefore reclassifies this land use rights
from “land use rights” to “right-of-use assets” in the statement of financial position. As at 31 December 2018,
the carrving amounts of the land vse rights and frechold land were RMB 32 528 000 and RMB 12,372,600
respectively totalling RMB 44,900,000. On adoption of SFR5(T) 16, land usc rights of RMB 32,528,000 were
reclassified to right-of-use assets on 1 January 2019 (Note 2(b}).

As at 31 December 2019, land use rights relate solely 1o the freehold land of the Group.

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

(b} Frechold land

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

(<) In prior year, the Group disposed of its land use rights of leasehold land in Taixing Jurong to a third
patty for consideration of RMB 12,920,000 for the financial year ended 31 December 2018. The Group
recognised a gain on sales of land wse nghts of RMB 9429000 for the financial year ended 31
December 2018 (Note 5).

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

13{a) Investment in subsidiaries

31 December 31 December

The Company 2019 2018

RMB GO0 RMB000

Unqguoted equity investments, at cost 399,884 399,384

Less: Accumulated impairment losses :

Balance at beginning {57,261) | | {57,261}
Impairment charge -

Balance at end 157.261) {67 261‘

342.623 342,623
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13(a) Investment in subsidiaries {Cont’d}

Details of subsidiarics are as follows:

Country of

incorperationf
Hams of subsigiang and operabion
Held by the Company:
Dynix Pte. Ltd. {1} Singapore
Jiangsu Jurong Chemical FRC
Co., Lid. @
SunVic Asia Pacific Investments Singapore

Holdings Pte. Lid. {"SVAP") (U

Held throwugh Dynix:

urong Chemical LLG United States of

America
{"USA")
Link '.-'..'aY Trading Limited British Virgin
CLWTT) @ Islands {"BVI")
Held thraugh LWT:
Link Wemy Louisiana LLC USA
Hudd through JJC:
Yioyan Products Quimicos Ltd. Brazil
Yiurng Yinyan Import and PRC
Espowt Co,, Ltd., ("YYIE"} 2
Yinyan Argentina SA 3 Argentina
Taixing Jurong Chemical Co., PRC
Ltd. ("TXJC") @
Jiangsu Jurang Petrochemicals PRC

Co., Ltd. ("JJPH) @

Held through TJG:
Taixing Sunke Chemicals Co., FRC
Ltd. ("Taixing Sunke"} 2

o Modited b Focr Keon Tan LLP, Singapore, Catered Accountares
o

E Vimaudic oo, dormn:

4 Mot reeuieed b be adiced o the coune ol incoms oo

& Strike ol on 30 Ociober 2077,

chas,

Investmentin SVAD

Principal & ikies

import and export of
chemical products

Manufacture and sale of
chemical products

Investment holding

Trading business and
pravision of after-sales
services

Import and export of
chemical products

Trading business and
provision of after-sales
Services

Import ang export of
chemical products

Import and export of
chemical producis

Import and export of
chemical products

Manufacture and sals of
chemical products

Manufacture and sale of
chemical products

Manufacture and salc of
chemical products

Proportion of ownership

interest and voting rights

gid by the isrou

31122019 31.12.2018
Yo %
100 100
100 100
42.4 42.4
100 100
100 100
160 100
100 100
100 100
100 100
821 82.1
# #

s Adited by TS Ly g Aheanghoeng CF 3 Co bod L PRE amemibier Gomoab I Infermarnmad . Lo the cumpese oF consoludanses

Tha Cirrsep bris 42"« gqune mierest e Sunee wlieh s cocounted Tor as et apomoen (e 13000 and classabod s disposal grongs
Phe € 1 B 437« cguon > Tuel ted o Tl ™ 13{h)) and classaluad s disposal
Ao an held Tor 2l and Jiseonomecd opeeaaons i 208 he disposa weas comphacd opon the eranster of cquete on Fth g 2005,

1 Norwithstanding that Company has only a 42.4% equity mierest in SVAP, # considers that 1t has
control over SY AP becavse Whiteficld Capital Inc. owns the remaining 57.6% equity interest in SYAP

and s w0 cedated purne o e Company whereby the majonmy of the key management personnel in

SVAT ave the same of those of the Company, Consequentiv, SVAP s accounted for asa suh::idi::r_v

inn the Group.
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13{a) Investment in subsidiaries {Cont’d}

Investment in SV AP (Cont’sh)

‘1) Surnrarised financial information of suhsidiaries with material non-controllng mterests

Set out below are the summarised financial informartion for each subsidiary that has non-controlling interests
that are material to the Group. These are presented before inter-company eliminadons. There were no
transaciions with non-controlling interests for the financial years ended 31 December 2018 and 2019.

Proportion of ownership
interest and voting

Country of rights held by
Mg of subskdiary incorporntion  Princlpal aciivities npn-coninolling inturesis
31.12.2019 31.12.2018
% %

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

2019 2018
Summansad stalement of Mnancisl position RMB’000 RMB'000
Current
Assels 8,698 10,801
Liabilities (783.414) {782,624}
Total net current liabilities {774,718} {772,023)
Mon-currant
Assels 18.430 25.809
Net liabilities {755.288) {746.214)

2013 2018
Summarised ncpme statement RMB'GO0 RMB'000
Revenue a 8,804
Expenses {9,074} {_24?,44?)
L.oss before income tax {9,074} {238,543}
Income tax expanse - .
Loss after tax {9,074} {238,543}
Other comprehensive incomes . )
Total comprehensive loss . {9,074} {238,543}
Total com_;_)rehensive loss allocated to non-controlling interests (1,624} {42,699)
Dividends paid to non-controlling interests _ :

2019 2018
Summarissid cash flows RMB'000 RME 000
Cash flows used in operating activities {18} {7486}
Cash flows generated from investing activilies - 58
Net decrease in cash and cash equivalents {19} (_68_8_\__
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13(b)} Investment in joint operation

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

13{c} Disposal group classified as held for sale and discontinued cperation

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

Taixing Jurong has entered into a binding letter of intent {“LOI”) with Arkema Asie SAS (the “Purchaser”)
on 5 November 2018. Pursuant to the LOI, Taixing Jurong has commitied to, amongst others, dispose of 1is
45% equily interest in the share capital (the “Sale Shares”) of Taixing Sunke, to the Purchaser (or any of its
affiliates) (the “Proposed Dispaosal™),

Pursuant to the LOI, Taixing Jurong and the Purchaser have agreed that the consideration for the Proposed
Disposal shall be RMB700 mullton plus Amount X (as defined below) {the “Transfer Price”). Under the
Amended and Restated Product Supply Agreement signed berween Taixing Jurong and Taixing Sunke on 18
June 2016, Taixing Jurong 1s liable to pay {1) the fixed costs and a markup fee of 10% accrued from the later
of the date on which the Transacdon Documents are entered 1010 or 31 December 2018 until the Closing
Date, and (i} depreciation and amortsation and a mark-up fee of 10% accrued from 1 October 2018 unul the
Closing Date {items (i) and (i) being collectively referred to the “Amount X7} Amount X is estimated to be
RMB108.7 million if Closing Dare falis on 30 Apnl 2019 and will vary if the Closing Dare is earlier than 30
April 2019,

Taixing Jurong and the Purchaser further agreed that within two (2} business days from the date of the LOI,
the Purchaser will procute Taixing Sunke to apply o the CIETAC o suspend the arbitration procecdings
commenced against Taixing Turong and within five (5} business days upon receipt by Taixing Jutong of the
Acknowledgement of the Amount X, the Purchaser will procure Taixing Sunke to apply to CIETAC to
withdraw the injunctions granted and the arbitraiion commenced against Taixing Jurong. The estimated net

proceeds from the Proposed Disposal is RMI 300 millior.

Taising Sunke, Taixing Jurong, Arkema Asie and Arkema (China) Invesiment Co, Lid. (“Arkema (China)”
and together with Arkema Asie, the “Purchasers”™), have entered into the Equity Transter Agreement on 30
Januwary 2019 ia respect of the Proposed Disposnl. Arkema (China} is a torcign investment hold.ing company
incorporated in the PRC, and is a wholly-owned subsidiare of Arkema Asic SAS.
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13(c) Disposal group classified as held for sale and discontinued operation {Cont’d)

Pursuant to the Notice of Compliance by the Singapore Lxchange Regulation (“SGX Regeo”), as announced
by the Company on 13 February 2019, pending the ouicome of the Audit Commitiee’s tivestigations into the
veracity of the YFC and BOC loans and (he circumstances surrounding the purported un authorised
Corporate Guarantees, SGX Regeo directs the Company to:

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

(it} All receipts from the Proposed Disposal must be paid into the Escrow Account,

(3} The amounts in the Escrow Account cannot be withdrawn unul the completion of the investigations

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

{iv) All withdrawals from any of the Escrow Accounts must be reviewed by the Company’s internal auditor
and externat auditor {the “Auditors”), for its basis and veracity, and (hat the Auditors must confirm
that they are sarisfied that the withdrawals will be disbursed to the right pasty for proper and legitimare
usage of the Company or any of its subsidiaries.

‘The Notice of Compliance by SGX Regeo has been incorpotated in the Circular to Sharcholders for the
Proposed Disposal of Taxing Sunke dared 29 June 2019.

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

{0 the SGX-81 has given its approval or its no objection in writing to the Purchasers with respect 1o the
sclection of the Escrow Agent and terms and conditions of the Escrow Agreement;

{ii) the Escrow Agreement has been duly sipned by the parties thereto; and

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

and the Escrow Agreement and o the satisfaction of all the SGX-ST Escrow Requirements,
(collectively, hereinafrer referred to as the Escrow Account Conditions). Such request, agreement and
acknowledgement by Taising Jurong to the Purchasers are irrevocable save with the priov approval
of the SGX-ST w1 writing,

By way of a letter from the Purchasers to the SGX-ST dated 17 June 2019 (heremnafter referred w as the
Purchasers Lettes) and with a copy provided to Taixing Jurong, the Purchasers had provided thei undertaking
to the SGX-ST thar they shall not remit the Transfer Price to Taixing Jurong unless and unal the Escrow
Account Conditions are satisfied.

On 15 July 2019, the sharcholders of the Company had approved of the Proposed Disposal of Tawny Sunke
to the Purchasers.

The Proposed Disposal has been complered on 7 August 2019, The arbiwration and injunction (o freeze the
assets of Tandng Jurong have been withdrawn as of the date of the previous year’s financial statemenrs.

In compliance with STRS(1) 3 - Now cwivent asiets beld for sale and dizoontined operations, the Proposed Dispaosal of
Taixing Sunhe has been presented under discontinued operations in the consolidated statement of profit of
loss and other comprehensive meome as the Proposed Disposal represented a significant oint operation of
the Group that was proportionsiely consulidated in prior vears. Comparative figures have been re-presented

in the previous fnancial vear's financoml smleiments,
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13{c} Disposal group classified as held for sale and discontinued operation {Cont'd)

An analysis of the results of discontinued operations, and the results recognised on the remeasurement of the
disposal group were as follows:
Pericd from 1

January 2019 to Year ended

7 August 2018 31 December

{date of disposal) 2018

Surmnmarised statomond of ompehansive inoome RMB'000 RMB'000
Revenus " 777,877 1,308,078
Cost of sales * {744,153} {1,304,341)
Gross profit 33,718 3,737
Other operating income 14,820 72,621
Selfling and distribution expense {1,443} {2,680)
Adminisirative expense {11,090} (19,821)
Other operating expenses {12,026} {23,608)
Finance costs (125} {7,097)
Prafit befare taxation 23,854 23,052
Taxation . {3,039} {10,007
Profit after taxation from discontinued operations 20,815 13,045

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

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

Period from 1

January 2618 to Year ended

7 August 2018 31 December

{date of disposal} 2018

Summarised cash flows RMB' 000 KRNB' 000
Cash flows generated from operating activities 62,463 35,545
Cash flows used in investing activities {48,642) {51.221)
Cash flows used in financing activities {28,714} {41,409)
Net decrease in cash and cash equivalents {14,8%3) {57,085}

Assers direetly associated with disposal group classified as held for sale:

Year ended

31 December

2018

RMB'Q00

Property, plant and cquipment 488,338
Land use right {net) Mote {12} 10,015
Intangible assel 853
Inveniories 45 143
Trade and other receivables 188,651
Cash and cash equivalents 47,883
791,883

Laabilities directly associated with disposal group classified as held for sale:
Year ended
31 December
2318
RMB'00D

Trade and other payables 285,368

Long-term borrowings 114.750
400118
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13{c) Disposal group classified as held for sale and discontinued operation (Cont’d}

The Group disposed of Tamxing Sunke during the year. Detatls of the disposal arc as follows:

Year ended
31 December
2019
RMB'D00
Carrying amounts of nef assels disposed of
Property and equipment {net) 768,198
Land use right 21,555
Intangible asset vy
Inventories 4,368
Trade and other receivables 470,033
Cash and cash eguivalents 32,990
Trade and other payables {384,160}
Long-term borrowings {139,771}
Other reserves {4,527}
iNet assets derecognised 819,663
Cash consideration 875410
Total cash consideration ~ 875,410
Gain on disposal
Total cash consideration 875410
Less: Net assets derecognised {819,663}
Add: Consolidation adjustments 265,665
Gain on disposal - 321,412

The consclidation adjustments mainly relate to sales of property, plant and equipment from Tatxing furong to
Taixing Sunke and other consolidation adjustments that have been realised on disposal of Taixing Sunke. The
gain on disposal of Taixing Sunke of RMB 321412000 (2018 Nil) duting the financial year ended 31
December 2019 is recorded within “other income” in profit or loss.

The net proceeds from disposal of Taixing Sunke are as follows

Year ended

31 December

2019

RMB'000

As recorded in the Escrow Accounts

The First instalment: Praceeds from purchaser [ 175,410
The Second instalment: Proceeds from purchaser | 322,922
The Third Instalment; Proceeds from purchaser | 377,078
Total cash consideration 875,410
Settlement of net dabi due to Taixing Sunke (322,922}
Settlement of Amount X (Share of overheads) ) (1175,410)
Net balance sub'iected to SGX Compliance reguirements (Restricted cash — Note 16) - 377,078

The agprepate net proceeds from the disposal of Tanang Sunke in the Hscrow Acconnts as at 31 December
2019 are RMB 377,376,000 which included interest income of R 298 (M0 as at that date.

14 Deferred taxation
Deferred rax assets and liabilitics are offset when there isa legallv enforceable vight ro offser current s assets

agatnst curvent s liabihnes and when the deferred tixes relate o the saime fscal acthorigy, The amounts,
determined aftey appropriate vitseting, are shown on the strement of Snancial position as follows
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14 Deferred taxation {Cont’d}

31 December 31 December
The Group 201¢ 2018
RMB'Q0D0 RMB'G00
Deferred tax assets
- To be recovercd after one year - -
Deferred tax liabilities
- To be setlled after one year {7,500} {7,500}

The balance comprises tax on the following temporary differences:

Excess of net book value

over tax written down value Unappro-
The Group of qualifying property, priated
Plant and equipment profits Total
RMB'000 RMB'000 RMB'DGO
At 31 December 2019 - {7,500} {7,500}
At 31 December 2018 - (7.500) {7,500)

Uinfecopniscd defomed tx Lalnling
Pursuant o the PRC Corporate Income Tax Law, a 10% withholding tax is levied on the dividends 1o foreign

investors from forcign mvestment coterprises establish in the PRC. The requirement 15 effective from 1
[Jrnuary 2008 and applies 1o earnings after 31 December 2007. A lower withholding tax rate may be applied if
there is tax treaty between the PRC and the junisdiction of the forcign investor. The Group made provision
for deferred iax habilittes on withholding tax at 5% of the retained earnings of all its PRC subsidiaries.

As ar 31 December 2019, tiwe aggregate amount of temporary differences relating 1o vndiswibuted profirs of
subsidiaries for which deferred tax liabilies have not been tecognised is RMB 720,102,000 {2018 - RMB
545,831,000). Unuiilised rax hahility tomiling approxmartely RMB 35,885,000 (2018 - RMB 27,220,000} has
not been recognised in respect of these differences because the Group is in a position to control the uming
of the reversal of the tempovary diiferences and it s probable that such differences will not reverse in the

foreseeabie Tuware.

Snrpeoonized defrrred iy adeets
Deferred tax assets hinve not been recognised i respect of the following temporary differences

2019 2018

The Group RMB'GO0 RMB'000
Tax lusses 1,307,244 832 483
Deductible temporary difference §34.023 2008142
2,142,167 2.840 625

—— ————

The Group has vnabsorbed ey losses amoundng to approximaichy RMB 1,307,244.0600 (2018 - RMDB
832 483,000) that will expive herween 2020 0 2022 and which are subject to agreemens with thw relevany tax
authorities, These unabsorbed wx losses can be carned forward for offsetiing against futire mxable income
provided that the provisions af the relevant max egislagons are cormplied with, There is 2o expiration daie on
deducuble temporin Jifterence -.mmunting to RMB 834,923 0040 (2018 - RMB 1,839,666, 0000,

Unuelised s benetits oty '.l]“}pl‘{}xilﬂ?l[@]_\' ROMB 106 844000 (2008 — RO 628,091 4 W) arismyg from
deductible temporan ditference i rax losses had not been recogiised az there was no vensonable ceramm

of their realisaon m the Diee,
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15 Value-added tax recoverahble
2019 2018
The Group RMB'000 RMB'0G0
Value-added tax recoverable 83,951,000 83,551,000
Impatrment loss* {83,951,000) {83,951,000)

MNet value-added tax recoverable .

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

* In prior vear, an impatrment provision of RMB 83,951,000 was made as the chemical zone of which JJP
operates wis being ordered to shae down by the local povernment.

186 Cash and cash equivalents
The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RMB'0G0 RMB'0G0 RMB'O0G
Non-currant
Fixed deposits — pledged ’ i 76,739 .
- 76,739 . -
Current
Cash and bank balances 7,780 25,434 296 810
Fixed deposits — pledged 404,013 203,431 -
Restricted bank balances * 377376 - = a
789,169 228,865 296 810
Total 789,169 305,604 296 810

" Fixed deposits pledged relating 10 non-curent bank loans.
*Restricred bank balinces comprise of net proceeds from disposal of Taixing Sunke of RAB 377,078,000 and mtcrest
mncome of RMB 208,000 as ar that date (Nore 13 (<))

For the purpose of presenting the consolidated cash flow statement, the vear-end cash and cash equivalents
comprise rhe followmng:

31 December 31 Deecember

The Group 2019 2018

RMB'0G0 RMB'000

Cash and cash eguivalents 789,169 305,604
Less: bank balances — frozen = {16,424)°

Less: fixed deposils - pledged (4G4,013) {280,170}

Less. reslricted bank balances (377,376}

A — =, 7,780 9,0£_|

Pledged fixed deposns represent deposits pledged to banks ro secure bank borrowangs (Nore 213 and notes
pavables Note 22} The pledged deposits will be released upon the settlement of relevant bank borrowings and
the expin of relevant hank guaranices. At the end of the reporting period, the bank balances of RNMEB Nil {2018
- R 164240005 were rozen and subject to the Taxing Sunke arbitration proceedimg (Nowe 13(c)). The
arbitmtion and nuncion to freeze the assers of Taixing Jurong have been withdrawn as of the date of the

previous vear’s Grancml stiements.

T The amonnt has heen resined as nowas erroncoush omirted i FY2018 disclosure
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16 Cash and cash equivalents (Cont'd)

Restricied bank balances refers to two bank Escrow Accounts designated 1o receive proceeds from the disposal
of Taixing Sunke. All withdrawals from the bank accounts are subjected 1o cerrain condirions and approval by
SGX-ST (Note 13(e)}. All wachdeawals from any of the Liserow sAccounts must be reviewed by the Company’s
internal auditor and cxternal auditor {the “Auditons™), for its basis and veracity, and thar the Audirdrs must
conlirm that they are satisfied that the withdrawals will be disbussed to the right party for proper and legitimate
usage of the Company or any of its subsidiarics.

17 Inventories
2018 2018
The Group RMB’000 RME’ 00O
At cost
Raw materials 890 5,306
Packaging materials 3.002 3.051
3,892 8,357
At net realisable valuc
Finished goods 19,710 9,937
Wark-in-progress — 356 250
20.066 10,187
24,058 18.544
2019 2018
The Group RMB’000 RMB’000
Stocomant ol Srofitof |G and QUher Gomnrab s ingom:
Continuing operation
Inventories recognised as an expense in cost of sales {Notc 6{c}) 933,566 1,467,373
inventories recognised as an expense in other operating expenses 2,591 25,628
inventory write-down e — 1.307

Inventory wrire-down relates to inventory writien off due  obsolete raw materials,

Inventorics amounnng ro RMB 4237000 2018 RMB 8,543,000) relate to inventories that are located m the
Xiangshui Chemical Industry Park that have been shut down by the local government (Note 29(h)).
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18 Trade and other receivables

The Group The Company
31 December 31 December 31 December 31 December
2619 2018 2019 2018
RMB’000 RMB'000 RMB'000 RMB'000
Trade receivables
Trade receivables
- third parties 30,598 40,335 324 315
- joint operation n 76,731 = s
- related parfics 532,843 542,863 =
- subsidiaries - 42,108 37,718
Notes receivable 300 1,148 =
563,741 661,097 42,432 38,033
Loss allowances
Balance at beginning of the year {1,012) {1,082) -
Allowances* {18,209) -
Reversal of loss allowance . 80 = -
Balance at end of the year {20,221) {1,012} - -
Met frade receivables, current 543,520 660,085 42,432 38,033
Other receivables
Neon-trade amounts due from
subsidiaries - . 14,876 14 793
Other receivables 13,146 44 480 282 122
Other prepayments 18,118 18,471 349 351
Advances to suppliers 31,650 38.758 =
Loss allowances . o - - -
Balance at beginning of the year (19,625} . - =
Allowances {290} {19,625} -
Batance at end of the year {19,915} {19,625} -
Advance fo suppliers, net 11,735 19,133 - i
Value-added tax recoverable 10,229 3,538 - -
Total other receivables, current 53,228 91,623 15,517 15,266
Total trade and other receivables 596,748 751,708 57,048 53,259

*An expected credit loss ("FCL"} allowance of RMB 19.2 million (2018: Nil} was recognised in profit or loss
for the year ended 31 December 2019 in accordance with the 1iCLL accounting policies of the Grouwp

Trade and other receivables

Tradc receivables are generally on 30 to 90 davs’ rerms (2008 - 30 16 N dayvs” teyms). Trade reccivables are
non-interest bearing and are recognised at thewr original mveoice amounts which represent their fair value on
inital recognition.

As at 1 January 2018, the Group’s gross twade receivables from conteacts with customers due amounted to

RMB 727,198,000.

At the end of the rtporrjng pcriod_ note recervables amounntng o RADB 300,000 (2018 - RMB 1,168,000} arc
arranged 1o be setded via letters of credit ssued by reputable banks wr countdes where the customers are
based.

As at 31 December 2019, tzade receivabies and notes receivable amounred to RAMB Nil (2018 - RMB Nil)
were pledged ns securities 10 obtain credir facilities (Note 21).

Farther derails of the foreign curvencies denominadon ot rade recenvables and the Group’s financial nisk
ranagement of foreign currency risk exposure are set out in Naote 31}

Non-trade amounts due from subsidnries

Non-wade amounts due from subsidiarics represent expetizes pand by the Company on behall of the
subsidiaties. The apounts were anxecured, non-intecest hearing imd repavabic on demand.
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18 Trade and other receivables {Cont’d)

Nibiisir R0 LDTRIET R

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

[ penlsl ik s capasaarr

The Group uses a provision mattix to measure the lifetime expected credit loss allowance for trade receivables.
The Group determines the expected credit losses on these items by nsing a provision matrix, estimated based
on historical credit loss expericnce based on the past due stamis of the debrors, adjusted as appropriate to
reflect current condilions and estimates of futute economic conditions.

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

Category Description | Basis fot tecognising
expected credit losses (ECL) |
Performing [ The counterparty has a low risk of default and does not | 12-month ECT,
have any past-due amounts. |
Doubtiul Amount 15 >30 days past due or there has been a | Lifetime ECL - not credit-

significant increase 1n credit risk since nitial recogniton. | mmpaired

In default Amount is >90 days past due ot there is cvidence | Lifetime ECL — credit-impaired
indicating the asset is credit-impaired.
Wrie-oif There is evidence indicating that the debtor 15 in severe | Amount is written off

financial difficulty and the group has no reahstc
| prospect of recovery.

The Group’s credit risk exposure in relation to trade receivables under SFRS(1} ¥ as at 31 December 2019 and
2018 iy set out in the provision matrix as follows:

31 December 2019 Past due
Within 30 31 w60 G180  More than
The Group Current days days days 90 days Total
RMB'C00 RMB'GOO EMB GO0 RMB 000 RMB000 RMB'000
Expecied loss rate - - - - 12.0%
Trade receivables -

(Gross 147,577 66,227 33,082 148,022 167,823 563,741
Loss allowance - = . - _(|_20,221'| {20.221)
31 December 2018 Past due

~ Within 30 31 to 60 61t080  More than
The Group Current days days days 80 days Total
RMB'000 RMB'000 RMB'000 RMB'GJ0 RMB'00D RMB'D00
Expecied loss rate . - - - 0.7%
Trade receivables -

Gross 48,582 188,836 118,213 159,643 135,817 561,097

Loss allowance 11.0612) (1.012)

Concenuatous of credit risk

Concentrations of credit risk exist when changes in cconomic, mdusiry or geographien factors simitlarly alfect
uroups of courterparties whose aggregate credit exposure s signibicant in relation o the Group’s toral
expostire. The Gronp determines concenteations ol exed:t risk by momtoring Ge country and industn sector
profile of its trade receivables on an ongoing basis.
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18 Trade and other receivables {Cont’d)

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

follows:
The Group The Company

31 December 31 December 31 December 31 December

2019 2018 2019 2018

RMB'000 EMB000 RMB™000 RMB'000

PRC 530,374 657,707 42 108 37,718

Asia - others 3,389 1,721 324 315
Others 757 857 - Sy,

543,520 660,085 42,432 38,033

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

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

(1) Trade and other receivables {excluding prepayments, advances to suppliers and value-added tax
recoverable} that are neither past due nor impaired

The Group The Company

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

Current
- Trade receivables 147,577 48,582 1,201 1,193
- Other receivables 13.146 44 480 15,168 14,815
Total 160,723 93062 16,369 16,108

‘I'rade and other receivables that are neither past due nor impaired are credic worthy debiors with a good
pavment record with the Group and the Company.

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

The ageing analysis of trade and other receivables (excluding prepayment, advance o suppliers and valuc-added
tax recoverable) past doc but not impaiced 1s as follows.

The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB 000 RMB'0Q0 RMB 000 RMB'C00
Less than 30 days 66,227 198,836 - -
30 to 90 days 182,114 277,862 1,176 1,162
Mare than 90 days 147,602 134,805 40,058 35,678
Tatal 385,943 611,503 41,231 36,840

———

Based on historical eredir loss rates have been appropriately adjnsred 1o retlect carrent condition and forecases
ol future economic conditions, the Group believes tha: vo naparment allowance 15 pecessany in respect of
frade and other recetvables ot past due or pasi due b not impawed . These recervables are mainly ansing by
custorers tha have a goud credit record wirh the Group.
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18 Trade and other receivables (Cont’d}

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

2019 2018

The Group RMB’000 RMB'000

As at 31 December (calculated under FRS 39} 1,012 1,002

Amounts restated through opening retained earnings =

Opening loss allowanae as at 1 January 2018 (calculated under 1,012

SFRS(1)9) - 1,092

Provision for loss allowance during the year 19,209

Reversal of loss allowance during the year - (80)
As at 31 December 20,221 1,012

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

The Group The Company
31 December 31 December 31 December 31 December
2019 2018 2019 2018
RMB’000 RWMB'000 RMB'300 RMB'C00
Moire than 120 dav_s 20,221 1.012 -

The carrying amount of trade and other receivables (cxcluding prepayments, advances to suppliers and value-
added tax recoverable} individually determined to be impaiced s follows:

The Group The Company
31 December 31 Decemnber 31 December 31 December
2019 2018 2019 2018
RMB’00C RMB'000 RMB'000 RMB'000
Gross amount 20,221 1.012 =
Less: loss allowance {20.221) {1.012) -

The Group and the Company asscssed the latest performance and financial position of the counterparries,
adpisted for funwre ouriook of indusuy in which the counterpactics operate in, and concluded that there has
been no signifi cant inceease in the credit risk since the ininal recognition of the financial assets. Accordingly,
the Group measured the impairment loss allowance sty 12-months ECL and detenpined iled the ECL s
msignifi cant. Other than the above, there 15 no credit loss allowance for other hnaneml assets at amornised
costs as at 31 December 2009 and 2018,

Financial aiiets that aie neltler past die nor iupired

Trade and other recervables that are neirher past due nor impaired are creditworthy companies o individuals
wirh a good pavment record with the Group and the Company. Bank deposits that ave neither past due nox
mpaired are mainly deposizs with banks with high credit rarings and no history of default

Firtniteed sisely Huat e past dee bt not inpaired

There is ne other class of hnunaal assets dhar 1 past due but not opaired excepl for wade and other
recetvables. Included in reade and other receivables of the Company as ar 31 December 20019 15 an amount ot
RAB 1310 milaon dur i due by a related party, Jiangsu Yinvan, thae is past due but eot impaired, By way ol
financiml support level obtained trom orher related companies, management is of the view thar this debe s
recoveralle,
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19 Share capital

Mo. of ordinary shares Amount
Group and Company Issued share Treasury  Issued share Treasury
[EAHL L] shares cnpetad shares
31 December 2019 and 31 December 2018 ‘000 ‘000 RMB'000 RMB'000
Beginning and end of financial year 533.651 {1.650) 291,516 {1,575}

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

20 Other reserves
31 December 31 December
The Group 2018 2018
MNote RMB'(00 RMB'G00
Merger reserve {1} (499} {498}
Capital reserve {if) 250,653 255,286
Foreign currency transiation reserve {iii} {15,192} (15,395}
Special safety reserve {iv} 50.314 50.314
285.276 288.706
Represented by:
Distributable {15,192) {15,395}
MNon-distributable 300.468 305101
285.276 288.706
The movements 1n other reserves are as follows:
€} Merger teserve represents the differcnce berween the consideradon paid and the share capiral of a
subsidiary resrrucrured under common control.
(i) {apital reserve comprises accumulated profits transferved by the PRC subsidiaries as required under

the local PRC legislation.

‘The PRC subsidiaries are required to appropriate 10% of 1ts profits after taxation, as determined under
the PRC Generally Accepred Accountng Principles {the “PRC GAAD™), io the statutory surplus
reserve untl the revenue balance reaches 50% of its registered capital. The appropriation to this reserve
must be made before the distribution of dividends to investors, Stamirory surplus rescrve can be used
ro make good previous years’ losses, if any, and may be converted into puid-in capital in proportion
to the existing interests of the investors, provided that the balance after soch conversion 1s not less
than 25% of rhe registered capital.

Under the PRC laws, the creation of a discretionary reserve 1s opuonal. In sccordance wiih its Articles
of Association, YYIII is requiced 1o appropriate a percentage of its PRC GAND profits after taxation
ax determined by the direcrore to a discretionary reserve. YY1IE has appropriared 3" w of such profits
after mxation from 2003 onwards.
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20 Other reserves {Cont’d)

(i) The foreign currency rranslation reserve comprises foreign exchange differences arising from the
translation of the financial statements of subsidiaries whose functional currencies are different from
the Group’s presentation currency.

31 December 31 December

The Group 2018 2018
RMB'00¢ RME000
Foreign currency translation reserve
Balance at beginning {15,395} {16,204}
Net currency translation differences of financial
statements of foreign subsidiaries 203 809

Balance at end {15,192} {15.395)

{1v) Pursuant to certain regulations issued by the State Administration of Work Safety of the PRC and
other rclevant regulatory bodies, the plants are required to set aside funds at prescribed rates. These
funds can be used {or maintenance and/or improvements of safe production and is not available for
distribution to shareholders.

21 Borrowings
31 December 31 December
The Group 2019 2018
RMB'00C RMB'000
Non-current
Secured bank loans - 75,631
= 75,631
Current
Secured bank loans 397,431 395,740
- 357,431 395,740
Total borrowings s 397431 471,371

The amount repayable within one year is inchided wnder current liabilides whilst the amount repayable afrer
one year is included under non current liabililies.

The borrowings of the Group are subjected 1o fined Interest rate.
The borrowings are secuted by

() Propetty, plant and equipment of the subswianies (Nowe 3(L));
(b) Right-of-use assets (land vse righes) (Note 10}

() Trade and other receivables (Note 18},

() Pledge fixed deposits {Note 16); and

(e Guarantee provided by the related parties, a direcior and a sharebolder
{a} Effective interest ratcs

The weighted average cffective interest pates {per annum} of roml borrowings at the end of reporting period

are as (ollows:

31 December 31 December

2019 2018

The Group Currency % Yo
Secured bank loans RMB 3.50-4.35 457 -7.50
Secured bank leans uso 1.44 - 2.16 144 - 2.61
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21 Borrowings (Cont'd}
{b) Carrying amounts and fair values
Fair yalues of boreaganps

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

31 Decernber 31 December
The Group 2018 2018
RMB'(0¢ RMB'0CO

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

The fair values above arc determined from the discounted cash flow analysts, discounted at market borrowing
rates (per annum) of an equivalent instument at the end of reporting period which the directors cxpect to be
available to the Group as follows:

31 December 31 December

The Group 2018 2018
Yo %

Secured hank loans 3.7 3.20

(c) Undrawn bank facilities

The amount of stand-by credit facilities available to the Group at the end of the reporting period is RMB
24917000 2018 RMB 191,055,000},

22 Trade and other payables

The Group The Company
31 December 31 December 31 December 31 Deccember
2018 2018 2019 2018
RMB'G00 RMB'Q00 RMB*000 RMB'000
Trade payables
- third parties 214,491 438 565
- related parties 19,322 328,505 . -
Noles payables 508,833 174.410 .
742,646 G41 480 . -
Accrued operating expenses | 11,441 12,834 6,253 8.116
Accrued severance compensation | 12,700 12 700 . = |
24,141 25,634 6,253 8,116
Contract habilities 160,360 23,288 -
Amounts due to subsidiaries
{non-trade) - - 36,467 33,267
Amaunts due to related party
{non-trade) - - 2,997 -
Other pavables 68,973 68,0414 3,205 1.656
997,120 1.058.448 48.922 42,939
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22 Trade and other payables {Cont’d}

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

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

Group.

Acerued severanse Comp EnEALGN

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

Contract liahilities

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

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

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

Oiliet payabiles

Inclzded in nther payables is a down payment of RMB 50,000,000 received from a third party in prior year for
the proposed disposal of the entire interest in JJP to the third party. Refer to Note 33 (c) on the termination
of rhe proposed disposal of J)P.

23 Provision for restoration costs

1IC and JJP are located and operates at the Xiangshui Chemical Industry Park in Yancheng City, Jiangsu
Province. The operations in the Xiangshw Chemical Tndusty Park are exposed to potenual damages and
substandal liabilities such as the occurrence of uncontrollable fiow of chemicals, gas, personal injury, fire and
explosions hazards that could have an adverse effect on Its business and operations, financial condition and
cash (lows.

On 21 March 2019, it was reported in the PRC news that 2 major explosion had occuered a7 a chemical plant
in Niangshui Chemical Industry Park and in April 2019, i1 was reported that the government of Jiangsu
Yancheng will completely shut down the Xiangshui Chemical Indusuy Park following the Chermical
Usplosion. Since the explosion and the news on the closure of the Xiangshui Chemical Tndustry Park, J)C and
1P have stopped operations. The polenual [nancial implicaiions from the explosion at the Xiangshw
Chemical Industiy Park cannot be presently estimated as to any environmental penalues or legal habilities
and/or compensanon that may be imposed on JJC and JJP by the local government,

The provision for restoration costs of RMEB 45.6 milhon (2018 RMB -12.6 mulbon) relates to the estimated
cost of restoring the land located at the Xiangshui Chemical Tndusiy Park which have been shut down by the
local govcmmcﬁt following the Chemucal Explosion in hMarch 2019, The Groupy's subsidiaries, J]C and 1P,
opurate n lueaton of Xiangshul Chemical Indusoey Park, The resteration will vnly occur when the Group
rerurn the land use rights to the Incal government on expiry, However, based on 1the management’s inrenion,
the land may not be returned o the tocal governmiment for the following reasons:
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23

(2)

(®)

(<}

Provision for restoration costs (Cont’d}

The location of the Xiangshui Chemical Industry Park has currently been sealed and protected under
the governmment control,

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

Whether the land use rights can be returned with legal consequences cannot be ascertained. Under
such a situation, [JC and JJP have no legal basis o ask the government to take back the land use right
befote it cxpires and pay the compensation to the Group. Only the government has right o take back
the land use right before 1 expires. However, whether or not to exercise this rght will depend on the
goverament. According 10 the relevant PRC Jaws, the goverament can take back the land use right for
the public interest or for the urban re-planming before it cxpires and the Group will receive the
compensation from the government under this circumstance. Ar present, the Group can only wait for
further acrion by the government; and

(d) The land at Xiangshui Chernical Indusory Parx is under the control and protection of the authorities.
Under the relevant PRC Jaws, the government will take control of the hazard arca which cause lite
threatening for which death and mjuries have been reported at the Chemical Explosion incident. The
legal consequences are vncertain, and based on the PRC legal counsel’s advice, it all depends on the
goverament’s decision. ] and JJP can actively contact the government and wab for the further action
by the government under such circumstances.

24 Lease liabilities

The Group and
the Company
2019
{1) The Group as a lessee RMB’00%
Undiscounted lease payments due
-Year i 535
- Year 2 519
- Year 3 215
Total 1,269
Less: Unearned interest cost {781
Lease liabilities 1.191
Presented as:
- Non-current 705
- Current 486
Lease liabilties 1,191

The lease liabilines relare 1o the lease of nitice premizes and phowocopicer which expire on 31 Mayv 2022 and 29

Mareh 2021 respectively and are renewable at marker vates.
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24 Lease liabilities {Cont’d)
Interest expense on leasc Habilides of RMB 74,000 is recognised within finance costs in profit or loss.
Total cash outflows for all leases in the year amount to RIMB 518,000,

(ii} The Group as an intermediate lessor

hl_h_:h_a:\'- — chinsblics! ap L alilig ELhES

The Group acts as an intermediare lessor under arrangernent in which it subleases cut certain office space to a
third party for monthly lease payments. ‘The sublease periods do not form a major pait of the remaining lease
terms under the head leases and accordingly, the sub-leases are classified as an operating lease.

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

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

31 December 2019 31 December 2018
The Group RMB'G00 RMB'600
Within one vear 3,997 70

25 Segment reporting

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

Manufacture and sale of Acrvlic Acid and Acrylate Esters;
Manufacture and sale of PMIDA and glyphosate; and
Manufacture and sale of refined MTBE and petroleumn prodncts.

Information regarding the results of each xeportable segment is tncluded below. Performance is measured
based on segment profir before mcome tax, as included in the internal managemen veports reviewed by the
Group’s CEO. Segment profit 1s used to measure performance as the management believes thar such
informanon is the most relevant in evaluadng the results of certain segments relative 1o other enties that
operate withi these industies,

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

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

South North
Asia Europe America America Others Consolidated
RMB 000 RMB'C00D RMB'000 RMB'000 RMB'C00 RMB'000
201¢
Revenue from
extemnal customers 929,485 3,717 40 6,143 996 940,381
Non-current assets 346,628 . . 12,577 . 358,605
2018
Revenue from
extemal customers 1,626,336 14,274 5,652 26,181 4,675 1,577,098
Non-current assets 378,180 - - 12,372 = 380,552

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

Z26 Related party transactions
{a) Sale and purchase of goods and services
In addition 1o the related party information disclosed elsewhere in the financial statements, the following

significant transactions between the Group and related parties rook place at terms agreed berween the parties
during the {inancial years ended 31 December 2018 and 2019

2019 2018
The Group RMB'000 RMBE'000
Sale of chemical products 398,623 332,730
Purchase of inventories 306,280 67,737
Sale of raw matedal and other spare paris 5,733 224,334
Rental of premises 3.600 ]
L 714,336 624,801

() Sales and purchases transactions
2019 2018
The Group RMB'00¢ RMB'G00
Sales — related parties 980,792 1,351,493
_Purchases — related parties 289.338 1,350,892
1.270.130 2.702.385

During the vear, the Group entered into sales and purchases transactions with terms and conditions agreed
(collecnvely known as “U'ransacuons™) with relazed parties. Such Transactons have been entered to maintain
the Group’s, related parties” existing credit facilities with the hanks, which s a common practice carried out in
the PRC. The management has presented these mansactions on a net basis for financial reposting purpose in
the consolidated fmancial statements, The bank credn tacilivies swin as 2t 31 December 2019 was RAE 6460
million (2018 - RME 923.0 million) as reported under the faciline apmngements in the PRC entered into during
the vear ended 31 December 2019
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26 Related party transactions {Cont’d)

(c) Compensation of directors and key management personnel
2019 2018
The Group RMB™200 RMB'000
Short-term employee benefits 3,537 3,765
CPF contributions 5 196 136
3.733 3,901
Comprise amounts paid to:
Directors of the Company 2,658 2,184
Other key management personnel 1.075 1,717
3,733 3,901
27 Commitments
{a} Operating lease commitments - as lessee

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

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

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

2018

The Group and The Company RMB'000
Mot later than one year 522
Later than one year but not later than five vears 233
/55

Upon adoption of SFRS(I} 16, the Group applied a single recognition and measurement approach for all leases
except for shori-ierm leases and leases of low-value assets. The accounting policy beginaing on and afier 1
January 2019 is disclosed tn Note 3 “T.eases”. The standard provides speciiic transiton requirements and
pracecal expedients, which have been applied by the Group.

{b} Operating lease commitments - as lessor
The Group and the Company lease out machinery and premises to external partics,

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

The Group The Company
2018 2018 2019 2018
RMB’000 RMB'006 RMB 000 RMB'GCO
Mot later than one year 3,997 ] 144 140_

The leases on the Group and the Company™s machinery and premises on which renwls are recovable expares
between 31 Mav 20200 10 31 Dee 2021 {2008 — 31 dlay 20205 with renewals at the then prevailing rates.
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28 Provision for Contingent liakilities - Corporate guarantees

(a) Cotporate guarantees to related parties

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

2019 2018
The Group RMB400 RMB'0OGC
Guarantee given:
Yixing Danson 375,000 509,000
Jiaxing Jinyan 20,060 50,000
Taixing Jinyan 743,000 794,600
Jinyan Cangehu 260.00C 260,000
1.388.000 1,613,000
Amount drawn down;
Yixing Danson 365,000 383,000
Jiaxing Jinyan 20,000 10.00¢
Taixing Jinyan 703,290 725,310
Jinyan Cangchuy 185,000 244 500
I 1,273,290 1.372 810
2019 2018
The Group RMB'0O0 RMB'O0D
Guarantee received
Yixing Danson 105,000 252,500
Taixing Jinyan 550,000 550,000
Jiangsu Yinyan 84,900 84,800
739 300 887 400
Amount drawn down
Yixing Danson 80,600 117,430
Taixing Jinyan 430,000 444,510
Jiangsu Yinyan 82,900
) o 510,000 £44,840

At the end of the reporting period, there are no defaults being wiggered for the repayment of the puncipal or
mterest payments thereon in respect of the guarantee obligations. The management has detesrmuned that the
cxpected credit losses arsing from the financial guarantee 1ssued o related parties are not imaterial on the basis
that there is no significant increase tn credit visk and the related expected credit losses are not signtficant to the

Group.
{b) Provision for Contingent Liabiliities — Corporate guarantees — third parties

On 1@ january 2019, the Company announced that 1t had received legal clamms in the PRC for the principal
amounts of RMB 222,500,000 (consisting of two nancal guarantees contracts of RMB 180,000 000 and RA DB
42500000 plus interest for financial guaraniees 1ssued by s PRC subsidharies on behalf of 1wo unielated
parties. The legal claimsg were received in November and Decernber 2018 but only announced by ihe Company
em 11 Januany 2019. Details of the nvo Bnarcial guarantees are as follows:
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28 Provision for Contingent liabilities - Corporate guarantees (Cont'd)
(<) Corporate guarantees — third parties (contingent liabilities) {Cont’d}

Faancial pasmnies of EMEB 130 mllion

1-!”.' 1';<=ir|;|:|:x'1 orlvipllv-owriedl subasdis . 1:-"..”_\, veceved a leiter of denand dated 14 Novermber 2008 (the
" FC T |.'L.I-|.'I ;:I ::'I."I.I.Iill.l.-l from the lawvers (11 ",I [-f: ‘|i'-L I" I::' .“':'r [l 5T 1510 ] |\'.'.'I|.-||i__r":| AL o behall of
"llll.llig I.J.“ Futao Rursl blicoo Credic Co, L. ‘:II N-: ||5 |E| IH il ",! "."":; .\,_r.'.\, ll't Fjpa s l,:l '"1I.'I.'...I.:|! Futao
Credit™) in respeci of a lomn agreement CII::-.'I:-.'-J e __L-u.r'.-'.-.'-.n Yising Futao Credit and frangse Dongla Real
Estate Developinent Co., Lid. AL Rk =R TR L =) Y (“Jiangsue Donplar™) deted 8 Chcinber 2004
for the loan amount of RMB 180,600,000 {the “YFC Loan™).

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

The intention of YYIE to provide guarantee o Jiangsu Donglal was to give 2 government officer who cannot
be named a favor to enable a short-term 7-day bridging loan to the borrower, Jiangsu Donglai, to borgow from
Yixing Futao Credit in order w repay 1ts own loans to the China Constructon Bank who in tarn was expected
to refinance Jiangsu Donglai for the same amount, which can then be used to repay Yixing Futao Credit The
China Construction Bank was supposcd to renew the loans to Jiangsu Donglai following the tepayment, butit
never did. The legal representanve of YYIE, Lin Wen, represented that he had conducted a basic assessment
before enteting into the YFC Corporate Guarantee agreement. On the same basis, ne collateral was obtained
from the borrower. Liv Wen had approved the financial guarantee contract after discussing it with Sun Xao.

By way of a supplementary apreement entered into on 13 June 2019 {the “YFC Supplementary Apreement”)
between Yixing Futao Crediy, Jlangsu Donglai and YYIE, the parties agreed, amongst others, whercby Jiangsu
Donglai shall hguidate its assets to repay the YFC Loan including the interest payable to Yixing Futao Credit
by 30 June 2020 (the “lLixtended Repaymenl Date™), and Yixing Futao Credit shall not commence any legal
proceedings against Juangsu Dongla and YYIE ar any time prior to the Extended Repayment Date to seek
repayment of the YFC Loan and all other due pavmenrs including the interest payable under the YFC
Guarantee Agreement. The YFC Loan, YFC Corporate Guarantee and the YFC Supplementary Agreement
are collectively known as the “YFC Agreements™

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

As announced by the Company on 10 july 2019, the management had atternpted o negotinte with Yixing
Futao Credit to remove YYIE as the guarantor, however this was rejected by Yiaang Futao Credit The YFC
Supplemental Agreement represents a compromise reached wirh Yixing Futae Credit. Yiung Futao Credit has
also expressed its willingness to resolve the situation amicably.

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

{2) Yixing Furao Credit did nnt sign the YEC Corporte Guarantee contract with YYIL and Jiangsu
Lionglay,

{b) Yixing Futao Credit did not authorize Jiangsu Keteng as its legal representative to send lvwyer letter
o YYTI

{c Yixing Furao Credit cdid not sign the mortgage contract dated 21 February 2019 with Jiangsu Donglat:

fe) Yixing Farao Credie did nor sren the YO Supplementarne Apreement dated 13 June 2019 wah YYILE

and Jiangsu Donglar,
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28 Provision for Contingent liabilities - Corporate guarantees (Cont’d)

(c) Corpotate guarantees — third parties (contingent labilities) (Cont’d)

Frmancial peacanee of RMB 180 mallion (Coon'd)

The Group has obtained 2 confirmadon from the liquidator of Jiangsu Donglad (%%?ﬁ%iﬁﬁg;%:ﬁ“&ﬁ

ﬁj) (“Wuxi FHengxin™) dared 4 September 2019 as follows:

{a) Jiangsu Donglal did not borrow from Yixing Futao Credit as stated in the YFC Corporate Guarantee
and YTI'C loan;

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

{<) The avditor appointed by the liquidator was not aware of any borrowings or amounts owed by Jiangsu
Deonglai;

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

Eipancial puarantee of RMB 425 mullion
1JC received a letter of demand dated 15 December 2018 (the “BOC Letier of Demand™) from the lawyers
acting on behalf of Bank of China Co., Ltd., Xiangshui County Sub-branch (“Bank of China”) in respect of a
loan agreement entered into between Bank of China and Jiangsu Dahe Lyvjian Chemical Co., Led. ({125 K
B LF A B ( “Jangsn Dahe” ) dated 10 January 2018 for the loan amount of RIMB 42,500,000 (the
“BOCLoan" 3. In the BOC Letter of Demand, Bank of China is seeking repayment of RIMB 42,971 .061.50
(the “BOC Claim Amount™), comptising of RMB 42,500,000 as principal repayment and RMB 471,061.50 as
accrued interest payable in respect of the BOC Loan, as Jiangsu Dahe has failed to make repayment of the
BOC Claim Amount on the repayment date of 9 December 2018, Bank of China is seeking repayment of the
BOC Clhim Amount from JJC pursuant to a corporate guarantee entered into by JJC and Bank of China dated
5 January 2018, under which JJC provided a corporare gnarantee to Jiangsu Dahe, a parry unrelated o the
Company, in favour of Bank of China in respect of the BOC Loan (the “BOC Corporate Guarantee” or

sy

“Corporate Guarantees™}.

The management has confirmed 1o the Board that save for the YFC Corporate Guarantee and the BOC
Corporate Guarantee, there 1s currently no other guarantee provided by the Group to secure the indebtedness
of any unrclated party.

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

Apart from the BOC Corporate Guarantee by Jiangsu Jurong, the BOC Loan was also secured by eight other
corporate and personal guarantees m favour of Bank of China entered into by partics unrelated to the
Company {the “Other BOC Guarantors™). The Board has been informed by the management thai the Other
RO Guarantors who are related 1o Jiangsu Dahe have expressed their willingness 1o repay the BOC Clann
Amount.

Pending the ouwcome of further im-'cstig;uiom, given the involvement by Br Yaong Guogiang and Alr Lin Wen
in relanon io the BOC Corporate Guarantee and the YIFC Corporate Guarantee respectvely, the Board has
arnounced on 19 Februare 2019 thar it had decided to temporanty suspend ther nights as Iegal representanves
ty eater into any agreement for and on behalf of JJC and YY1 respectively wirthous the prior approval of Mr
Sun Nino, and 1o temporarily suspend Mr Yang, Guogiang from his office as a director of the Company.
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28 Provision for Contingent liakilities - Corporate guarantees {Cont’d}
(<) Cotporate guarantees — third parties (contingent liabilities) {(Cont’d)

Fmancial guagantee of KL 47 5 pilfion (ot

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

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

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

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

EY oo st

On2 A;)rﬂ';ﬂl% the Company has engaged Ernst & Young Advisory Pre. Lid. (“EY Advisory™) as the external
auditor to form part of a special investigative commitiee to conduct an independent assessment and
investigation into the circumstances leading to and surrounding the BOC Comorate Guarantee and the YI'C
Corporate Guarantee. As announced by the Company on 7 November 2019, EY Adwisory has, on 6 November
2019 submitted the full report on its findings to the SGX-ST and the Audit Committee, and the key Aadings

were as follows:

Discrepancies surrounding the veracity of the YFC Agreernents cousisung of the YFC loan, YFC
Corporate Guarantee and the YFC Supplemental Agreement.

Discrepancies in the announcement dated 19 February 2019 1ssaed by the Company

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

Absence of disclosure surrounding the corporate guarantecs given by fiangso Jurong Chemical Co.,
Lid. since 2016

On 5 March 2020, the Company has announced that following the complerion of the special audit by EY
Advisory and 1n view of the discrepancies surrounding the veracity o the YFC Agrcements, the Company has
reversed mn tall the provision of the YFC Contingent Liabilitics of RMEB 180,000,000 from the financial
statements of tie Group as at 31 December 2018 On this basis, the Board of the Company has reparded the
YHC finapcial guarantee transaction as von-existent and bascless and there should not have any legal
consequences o this cffece. Refer to Note 33(h).
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29

Impairment of assets

liagigsis Juroeg Chemugal Coo, Lad, CICT apd Jurons Peoochamcals Lo Lad, CHET

(@

(©)

@

(©

(h)

Lasioig JuEoy

o

An impalrment loss of RMB 166.6 million on the property, plant and equipment located at the
Kiangshni Chemical Tndusrry Park {consisung impairment loss of RMB 136.0 million in respect of JJP
and RMB 30.6 million in respect of JJC) was recognised in profit and loss during the year ended 31
Decorbor 2018 based on management assessment. No valvation was performed by an independent
professional valuer for the year ended 31 December 2018.

No bnpainment assessment was pecformed on the carrying amount of the property, plant and
equipment with an aggregate carrying amount of RMB 8.9 millian (as recorded in the books of ]I as
at 31 December 2019) (2018: RMB 76.3 million located at Xiangshui Chemical Industry Park,
consisting of J[}C of RMB 60.8 million and }JP of RIMB 15.5 million), and right-of-use assets of RMI3
58.3 million as at 31 December 2019 {comprising of RMB 54.4 million as recorded in the books of
JJC and RMB 3.9 million as recotrded in the books of JJP} (2018 Nil} due to the shutdown of the
operations of JIC and JJP and access Lo the Xiangshui Chemical Industry Park was restricted.

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

In the books of JJC and JJP, were intangible assets comprising technology know-how and software
with an aggregate carrying amount of RMB 7.2 million (2018: RMB 7.9 million) as at 31 December
2019. No imparment allowance has been provided on these intangible assels owing 1o the shutdown
of the operations at the Xiangshu Chemical Industry Park and restricted access.

Included in the impairment loss in profit or loss for the year ended 31 December 2019, was an
impairmeat of value-added tax {“VAT”) recoverable of RMB Nil {2018: RMEB 83.9 million) made in
respect of JJP axsing from the shut-down to the areq in the Xiangshui Chemical Indusiry Park. No
impairment loss was made m respect of the VAT recoverable of RMB 10.2 million (2018: RMB 9.5
million) that was recorded in the books of JJC as a1 31 December 2019,

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

Na impatrment loss was made m respect of the advances paid to the suppliers for the purchases of
the raw material of RMB 4.9 nuthon (2018: RMB 8.5 million) that was recorded in the books of JJT* as
of 31 December 2019,

As of 31 December 20019, |J(C and |17 had mventory balances of RMB 4.3 million (2018: RMB 7.1
million and RMB 1.4 million) respectively. No inpairment assessment has been made in respect of
the inventories as at 31 December 2018 An impairment loss of RMB1,307 000 on invenrories was
recognised in profit or loss for the vear ended 31 Decernber 2019

poing Cheemuenl Co. Ll Clasung Jurong”

An impairment loss of RMB 324 million was recogmsed n profit or loss for the vear ended 31
December 2008 1 cespect of duwe plant and equipment with a carrying amount of RMB 108.3 million
(belore impairment loss) of Taxing Jurong, a whellv-owned subsidiacy of the Group. The impairment
toss wax undertaken following a valuanon performed by an independent professional valuer.
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29 Impairment of assets {Cont’d}
1 :,|:«.:||=I:_|1|r. ':::I' leiigial ."-..III | ril L .I..u:'.ll1_!,:_jull:|'lu___l 10 -!ﬂll.'IJJ
o No impairment assessment was performed on the camrying amount of the property, plant and

equipment with an aggrepate carrying amount of RMB 260.9 million of Taixing Jurong as at 31
December 2018 as the management is of the view that the cartying amount reflects its recoverable
amount norwithsianding there are indicators of impairment for the pedod then ended.

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

2019,
Lk %2y Lousiana 11O

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

30 Fair value measurement
Definition of fair value

SERS (1} defines fair value as the price that would be received to sell an asset or paid to transfer a lability in an
orderly transaction between marker participants at the measurement dare.

301 Fair value measurement of financial instruments
Financial assets and financial linbilites 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 observabibine of signmificam
inputs to the measurement, as follows:

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

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

Level 3 wnobserable inpulﬁ [or the assel o I.i;lbi[il}i

There were no hinancial assers and financial liabilines measnred ar fair valne as a1 31 December 2019 and 31
December 20186,
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30 Fair value measurement {Cont’d)
30.2  Accounting classifications of financial assets and financial liabilities

The carrving amounts of financial asscts and financial liabilides in each catcgory are as follows:

2019 2018

The Group Note RMB'000 RMB'000
Trade and other receivables (excluding advances ta supplier and

VAT recoverables) i8 556,666 704,565
Pledged deposits and cash and bank balances

{including non-current fixed deposits pledyed) 16 789,169 305,604
Tetal loans and receivables 1,345,835 1,010,168
Total financial assets at amortised cost 1,345,835 1,010,169
Financial liabilities:
Borrowings 21 397,431 471,371
Trade and other payables 22 836,760 1,035,158
Provision for restoration costs 23 45 573 45573
Lease liabilities 24 1,181 -
Contingent liabilities 28{b} = 42,500
Total = = — 1,280,955 1,594,602
The Company
Loans and receivables:
Trade and oiher receivables 18 57,600 52,948
Casty and bank balances 5 296 810
Total loans and receivables 57,896 53,758
Total financial assels at amortised cost - -
Financial liabilities:
Trade and other payables 22 48,522 42,838
Lease liabiltiies 24 1.191 -
Total 50,113 42,939

31 Financial risk management objectives and policies

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

The Group and the Company are exposed Lo (nancial rsks arisig rom is operations and dhe use of financial
insiruments. The key financial risks inclade credin sk, liquidine sk, inverest rare risk and forcrgn currency nisk.
The Boued of Divectors reviews and agrees policies and proceduses Tor the vromgeaent of hese visks, whicl
are executed by the mamagement. Risk management policies and svstems are veviewed regulatly o refleer
changes in market conditions and the Group’s and the Company’s acivities.

There has been no change to the Group’s and the Company’s exprsure to these {inancial risks oc the manner
i which it manages and measores the risk. The following sections provide deiails regarding the Group’s and
the l’fompﬂny’s exposure o the above-mennioned finanaal visks and the abjectives, pnlicirs and Processes for
the management of these risks,

E-96



APPENDIX E — AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE
GROUP FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2019

SunVic Chemical Heldings Limited 23
and its subsidiaries
Notes to the financial statements for the financial year ended 31 December 2019

a1 Financial risk management objectives and policies {Cont'd}
(a) Credit risk

Credit risk is the risk that one patty to a financial instrument will fail to discharge an obligation and cause the
Group or the Company fo incur 2 financial loss. ‘The Group’s and the Company’s exposure to credit risk arises
ptimarily from trade and other receivables and bank deposits. For trade reccivables, the Company and the
Group adopt the policy of dealing only with customers of appropriate credit history, and obraining sufficient
security where appropriate to mitigate credit xisk. The Group trades only with recognised and creditworthy
third parties. It is the Group’s policy that all customers whe wish to rade on credit terms are subject to credit
verification procedures. In additon, receivable balances are moritoted on an ongoing basis with the result that
the Group’s cxposure to bad debrs is not significant. For other financial assets (including cash and bank
balances snd pledged deposits), the Group and the Company minimises credit tisk by dealing exclusively with
high credit rating counterparties.

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

Exposure to credit risk

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

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 mstitutions. Further details of credit risks on trade and
other recervables are disclosed in Note 18.

| e tal AUATABIEC

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

)] Liquidicy visk

Liguidity risk is the nisk thar the Group and the Company will encounter difficulty in rassing funds 1o meer
commitments associaied willy mancial mseruments thai are settled by delivering cash or another financial assct.
Liquidity risk may resuli from an inability to sell a financial asset quickly at close to its fair value.

The Group’s and the Company’s exposurc to quidiny risk arises primarily from mismatches of the maturities
of Anancial asszers and liabilives. The Group®s and thie Company s objective is w maktain o balance Lelween
continuity of funding and flexibility through the vse of stand-by credit facilities.

The Group’s and the Company’s quidiey risk management policy is thar to maintain sufficiear Boguid financial
assets and stand-by credir facilitics with different banks and business alliances. The amount of stand-by crodic
facilitics available 0 the Group ar the end of the reporiing period 1z RMB 84,917,000 (2018 - RMB
191,044,000).
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31 Financial risk management ohkjectives and policies {Cont’d)
(L) Liquidity risk {Cont’d)

If the guarantees provided to related parties were to be crystallised on the assumption of defavlt ansing from
the unfulfiliment of loan obligadons, the extent of the exposure to loss from guarantee contracts at the end of
the reporting pertod would be RMB 1,273,200.000 (2018 - RMB 1,372,810,000) (Note 28).

The table below surmmarises the matunty profile of the Group’s and the Company’s financial liabilities at the
end of the reporting period based on contraciual undiscounted cash flows:

31 December 2019

One year One to Qver
The Group or less five years five years Total

RMB’C00 RNMB’00G RMEBE'000 RMB"004
Trade and other payables 835,760 = = 836,760
Borrowings 403,914 M s 403,514
Financial quarantee contracts 1,531,290 = = 1,531,290
Provision for restoration costs 45573 - - 45,573
i ease liabilities 535 734 = 1,260

2,818,072 734 - 2,818,806

31 Becember 2018

One year One to Over
The Group or less live years five years Total
RMB'0CD RMB'OC0 RMB'0G0 RMB'000O
Trade and other payables 1,035,158 - . 1,035,158
Borrowings 401 258 78,382 479,840
Financial guarantee contracts 1,813,000 - . 1,613,000
Provision for restoration costs 45,573 - - 45,573
Contingent liabilities - 42,500 42,600
o 3,137,489 78 382 . 3.215.871

31 December 2019

One year One to Over
The Company or less five years five years Total
RMB'C00 RMB’00¢ RMB'000 RMEB’004
Trade and other payables 48,922 . - 48,922
Lease liabilities 535 734 s 1269

49,457 734 - 50,191
31 December 2018

One year Cne to Cver
The Gompany ar lgss five years five years Total
RMB'000 RMBE'C0Q RME"QCO RMB'0G0
Trade and ciher payables 42,939 47 935

42,939 - 42.93¢

The Group and the Company ensure that there are adequate funds o meet all us obligatons in a timely and

cost-effective manner,
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% Financial risk management objectives and policies {Cont’d}
{c) Tnterest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s financial instruments waill
fluctuate because of changes in market interest rates. The Group’s exposure to interest rate risk atises primarily
from their borrowings. Towever, 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 manape mterest costs using a mix of fixed and floating rate debis taking into
consideration the funding requirements of the Group.

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

(d) Foreign currency risk

Currency risk is the risk that the value of a financial insteument will flucruate due to changes in foreign exchange
rates. Currency tisk arises when transactions are denominated i foreign cnrrencies.

The Group has transactional cutrency exposures mainly arising from borrowings rhat are denominated in 2
currency other than the functional currency of Renminbi. The foreign currencies in which these transactions
are denominated are mainly United States Dollar (USD) and Singapore Dollar (SGID).

Currently, the PRC government imposes contral over foreign currencies. RMB, the official currency in the
PRC, is not {reely 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
avthorised financial insttuuons. Approval for exchanges at the People’s Bank of China or other authorised
financial institutions is granted o enterprises in the PRC for valid reasons such as purchase of imported
materials and remittunce of earnings. While conversion of RMB nto foreign currencies can generally be
effected at the People’s Bank of China or other authorised financial insutitions, there is no guaranice that it
can be effected at all tmes,

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

SGD usD
The Group RMB'000 RMB'000
31 December 2019
Trade and other receivables 324 2,709
Cash and cash equivalents 377 5,372
Borrowings - (75,631}
Trade and other pavahbles 112.797) {11.628}
{12,096} {78,175}
31 December 2018
Trade and other receivables 12,215 102,717
Cash and cash equivalents 1,258 2,281
Borrowings {75,631)
Tradc and other payables {3,279) 126,823)
10,194 2,644
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3 Financial risk management objectives and policies (Cont'd)
{d) Foreign currency dsk (cont’d}
5GD usp
The Company RMBG0 RMB’000
31 December 2018
Trade and other receivables 1,517 58,284
Cash and cash equivalents 256 -
Trade and other payables {24,135} {19,787)
{22,322} 36,497
31 December 2018
Trade and cther receivables 1,700 51,589
Cash and cash equivalenis 762 47
Trade and cther pavables - {19,577) {18,362
{17.115) 33.284

The following table demonstrates the sensitivity of the Group and the Company’s foreign currency balances
denominated in USD held by the Group and the Company whose functonal cutrency is RMB, to a reasonably
possible change in the USD exchange rates against the RVB, with all other variables held constant.

Group Company
Profit net of tax Profit net of tax
Increasef{Decrease} Increase/(Decrease}

2019 2018 2019 2018

RMB'000 RMB'000 RMEB'000 RMB'000
USD/RMB

skrengthened 3% {2018 - 3%} {1,777) {285) 909 1,288

weakened 3% (2018 - 3%} 1777 285 {909) {1,288)
SGIHRMB

sirengthened 3% {2018 - 3%} (301) {254} (556} 16

weakened 3% (2018 - 3%) 301 254 556 {163

* amount less than RMB 100}
{e) Market price risk
Price risk is the risk that the value of 2 financal insrrument will fluctaate due ro changes in market prices. As

at the end of the reporting penod, the Group Is not subject to significant matket price risk.

a2 Capital management

The Company™s and the CGroup’s obicetives when managing capital are:

‘a) To safeguard the Compant’s and the Group’s abilities to continue as a credut

b} To support the Compamy’s and the Group’s stabilities and growth;

() Lo provide capiral for the purpose of sirengthenng the Company’s and the Group’s risk management
capabilities; and

{d) To provide an agequate return (o sharcholders,
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32 Capital management {(Cont’d)

The Company and the Group actively and tegularly review and manage its capital structure to ensure optimal
capital structure and sharcholder retarns, raking into consideranion the funure capiral requirements of the
Company and the Group and capital efficiency, prevailing and projected profitability, projected operadng cash
flows, projected capital expendimires and projected straregic investment opportumines. 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 toral
capieal plus net debt. The Company’s and the Group’s policy is to keep the gearing ratio at acceprable level.
The Company and the Group include within net debt, Joans and borrowings, less cash and short-term deposits.
Capital includes equity attributable to the owners of the Company.

The immediate focus 15 to continue to optimise its operations with prudent cash management so as 10 maximise
shareholders” value. The Group will continue 1o be guided by prudent financial policies.

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

The Group The Company
31 December 31 December 31 Decermnber 31 December
2013 2018 2019 2018
RMB’000 RMB'000 RME’000 RMB'CG00
Borrowings 387,431 471,371 - -
i ess: Cash and cash equivalents (789,169} {305,604} {296} {510}
Total net debt {391,738} 165,767 {296} {810}
Total equity 318,429 231,033 351,912 353,826
Total capital {73,309} 386,800 351.616 353,016
Gearing ralio n.a 42% n.a. n.a

n.a: ratio not meaningful
Toral capiral is calculated as equity plus total net debr.

There was no change to the Group’s approach to capital management during the Linancial years ended 31
Decenber 2019 and 2018,

The Group 15 not subject to externally imposed capital requirement.

33 Subsequent events
2) Resignation and appointment of Executive Directors and Chief Executive Qfficer

- Om 14 November 2019, the Company announced thar Sun Xiao, the Exccurive Director and Chief
Execurive Officer of the Company has resigned el{ecove from 8 February 2020,

On 28 February 2020, the Company aunounced that Zhe Waling, the Executive Director of the
Company nas resigned effective from 29 Febmiary 2020,

< O 78 Februane 2020 the Company announced thar Sun Libua has been appointed Executive
Direcror and Chief Lixecutve Officer of the Company effective from 29 Iebruan 2020,
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33

b)

d)

Subsequent events (Cont’d)

On 5 March 2020, the Company has announced that foliowing the completion of the special audit by
EY Advisory and in view of the YF( Veraaty Discrepancies (refer to Note 28(b)), the Company has
reversed in full the provision of the YFC Contingent Liabilities of RMB 180 milion out of the
aggregate of RMB 222 5 million of provision for conungent habilinesfrom the financial statements of
the Group as at 31 December 2018. The provision for contingent labilitics of the Group as at 31
December 2018 after the above-mentioned reversal of RMEB180.0 million contingent liability was RMB
42,5 million, which relates to the BOC Corporate Guarantee,

On 29 September 2020, the Company announced that the proposed disposal of the entire equity
interest in JJP to Shenzhen Qianhai Gatsway Pettochemical Co., Lid (the “Purchaser”) pursvant to a
framework agreement dated 4 july 2016 (the “Framework Agreement”) has been terminated via a
Termination Agreement entered into on 10 July 2020 between the Group and the Purchaser. Arising
from the Termination Agreement, the Group has refunded RMB 44.0 million on 3 September 2020
to the Purchaser out of the RMB 50.0 million deposit initially paid by the Putchaser to the Group in
2017, and effective from the dare of the Termination Agreement, each party shall discharge and release
the other parties from all rights, obligations and liabilities pursuant to the Framework Agrcement or
any othet agreements entered ingo prior to the execution of the Termination Agreement and any such
other agreements shall be tegminated, and each party shall waive any and all clains against any other
party in respect of the same.

On 20 November 2020, the Company announced that W Capial Markets Pre. Lid. has, for and on
behalf of Harder Group Pte. Ltd. (the “Cfferor™), on 20 November 2020 issued an announcement
that the Offeror intends to make a voluntary condittonal cash offer (the “Offer”) to acquire all the
issued and paid-up ordinary shares in the capital of the Company other than those already held by the
Company as treasury shares. with a view to delisting and privatising the Company. The Offer is made
with a view to delisting and privatising the Company.

COVID-19 outbreak

An outbreak of COVIL-19 (Coronavirus Disease 2019) had been reported to the World Health
Organisation in China on 31 December 2019. At the date of these financial statements, while the
outbreak has been most severe in Asia, it has spread to various regions azound the world, including
Europe, Middle East and the United States of America. The Group operates in various regions
affecied by the outbreak. While the tull impact to the Group cannot be quantified rcliably, the
Group’s performance subsequent to the balance sheet date is likely to be negatively impacted as a
result of regional and global travel restricuons, quaranune and/or illness of cmplovees, loss of
customers, supply chain disruptions, and other forms of interruptions to busingess.

E-102



	Sunvic-Offeree Circular (Cover-pg27)-c
	Sunvic-Offeree Circular-AppA
	Sunvic-Offeree Circular (App B-C)-c
	Sunvic-Offeree Circular-AppD
	Sunvic-Offeree Circular-AppE


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo true
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /Helvetica
    /Helvetica-Bold
    /Helvetica-BoldOblique
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ENE ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo true
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /Helvetica
    /Helvetica-Bold
    /Helvetica-BoldOblique
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ENE ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


