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COMPANY PROFILE
AL bl

Solargiga Energy Holdings Limited (the “Company” or “Solargiga”,
together with its subsidiaries, the “Group”, Hong Kong stock code:
757) is a leading supplier of upstream and downstream vertically
integrated solar energy services. Its products are not only sold to
customers in the upstream and mid-stream industries, but also
directly to end users.

During the year, the Group was mainly engaged in four main
businesses:

(@)  the manufacture of, trading of and provision of processing
services for monocrystalline silicon solar ingots/wafers;

(b)  the manufacture and trading of monocrystalline silicon solar
cells;

(c)  the manufacture and trading of photovoltaic modules; and
(d) the construction and operating of photovoltaic power plants.

Currently, our integrated business model includes monocrystalline
silicon solar ingot production with annual capacity of approximately
3.6GW, solar wafer production with annual capacity of
approximately 3.6GW, as well as photovoltaic cells production and
modules production with annual capacity of approximately 400MW
and 2.3GW, respectively.

Through vertical integration and strategic partnerships, the Group
actively expanded the business of end-user market apart from its
efforts in stabilizing its upstream and midstream business
development, direct contact with end-users, thereby driving demand
for products from downstream to upstream, covering the entire
industry chain of the photovoltaic sector.
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FINANCIAL HIGHLIGHTS
B 5 2

Five-Year Financial Summary oooooo
RMB'000 ooooo
2015 2016 2017 2018 2019
ooooo gooooo ooooo goooo ooooo

Revenue oo 2,899,550 3,020,976 3,999,616 4,022,452 4,425,552
Gross profit oo 242,538 329,077 657,873 397,550 341,368
Operating profit/(loss) 000000000 152,548 (74,289) 251,595 (95,271) (184,107)
Profit/(loss) attributable to joOo0o0ooooo

equity shareholders oooo 15,653 (239,149) 107,462 (222,402) (355,492)
Basic earnings/(loss) per share OO OO0 O0O00O0OO

(RMB cents) gooooo 0.49 (7.45) 3.5 (6.92) (11.07)
Non-current assets oooDoo 2,158,228 1,990,045 1,789,319 1,811,054 1,606,272
Current assets oooD 2,554,539 2,284,503 2,821,891 2,754,947 2,822,908
Current liabilities oooo 2,949,853 2,937,233 3,170,491 3,431,772 3,578,792
Non-current liabilities ooooo 600,051 458,627 405,290 326,238 394,822

Net assets oooo 1,162,863 878,688 1,035,429 807,991 455,566




Development

ACHIEVE
SUCCESS
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Dear honourable shareholders,

On behalf of the board of directors (the
“Board”) of Solargiga Energy Holdings Limited, |
hereby present the annual report of the
Company for the year ended 31 December 2019.

goooooon
googoobooobbooobbooobbooooo

TAN Wenhua,
Executive Director and Chairman
Oo0o0oboO0ooOooooon




CHAIRMAN'S STATEMENT
TE®RESE

Asia is still the main source of demand in the photovoltaic industry,
in which China continues to lead the market. China’s installed
capacity surged far beyond expectations and has ranked first in the
world for six consecutive years. 2019 was the first year for the new
photovoltaics subsidy bidding mechanism in China’s photovoltaics
market. It was also the first year of parallel development of grid
parity and bidding projects. The industry was gradually shifting from
bidding photovoltaics to grid parity. The market is undergoing a
structural transformation. Industry players generally hold a wait-and-
see attitude, resulting in a year-on-year decrease in Chinese domestic
photovoltaic installation. Demands in 2019 is expected to be

ANNUAL REPORT 2019 3§ 7
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deferred to 2020. However, due to epidemic of the new coronavirus,
this deferred demand may not be immediately apparent in early
2020. It is judged that the impact of the short-term deferral caused
by the new coronavirus should be limited.

The monocrystalline technology has been regarded by the market as
the mainstream of the future. Effective cost reduction has led to the
rapid reduction of monocrystalline costs and the strong demand has
driven the expansion of production capacity. The future development
trend of monocrystalline is becoming clearer. Demand is increasing
and the market share continues to grow rapidly. In the future, as the
Group focuses on monocrystalline photovoltaic products, and
manufacturing high-quality upstream monocrystalline silicon ingots
and wafers in-house, the Group will continue to develop the
Chinese, Japanese and other overseas markets, and vigorously
promote the Group’s monocrystalline photovoltaics product.
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Chairman's Statement
BLE e

With regard to our capacity allocation strategy, after the continuous
adjustment of new capacity during the year and the technical
transformation of existing capacity, from 2020, the Group has
increased its annual production capacity of mono-crystalline silicon
ingots and mono-crystalline wafers to 3.6GW. The annual production
capacity of photovoltaic modules has also been increased to 3.5GW
through an equity cooperation in 2020. Through focusing on
upstream mono-crystalline silicon ingots and wafers and increasing
downstream module production capacity, the Group has formed
strategic partnership between the Group and large manufacturers
focusing on the production of mid-stream solar cells. These external
solar cell manufacturers purchase mono-crystalline silicon wafers from
the Group and in turn sell the solar cells they manufactured to the
Group for the Group’s manufactures the downstream modules for
external customers. This will drive the demand for upstream niche
self-produced mono-crystalline silicon ingots and wafers.

In 2019, total shipment increased from 2,797MW last year to
4,134MW, a growth of around 48%, of which external shipments of
the main products of mono-crystalline silicon wafers and photovoltaic
modules of the year increased by 137% and 27% respectively.
Revenue increased from RMB4,022 million last year to RMB4,425
million, a growth of around 10%. Yet, an increased loss of RMB355
million was recorded, as compared to the RMB222 million in 2018.

The main reason of the loss was (1) unit selling prices has dropped
rapidly during 2019 and China’s photovoltaic power subsidy policy
was introduced later than expected, industry players generally hold a
wait-and-see attitude, resulting in a year-on-year decrease in Chinese
domestic photovoltaic installation; (2) Further, despite the significant
increase in module external shipment, adjustment phase of the
Group's low-cost and high-efficiency production capacity located in
Yunnan Qujing was only completed at the end of 2019, where the
mass production was not achieved during the year; (3) the Group's
production equipment was committed to the technological upgrading
and transformation. While they were completed by the end of 2019,
it has affected production efficiency and economy of scale was not
demonstrated.

During the year, except for the above-mentioned capacity utilisation
rate affecting the gross profit margin leading to the Group’s loss,
the Group's inventory turnover has continued to improve, receivables
turnover day has decreased, and financing costs have decreased. In
addition, the net cash inflow from operating activities during the
year was RMB411 million, and the year-end cash balances has also
been improved for two consecutive years, rising to RMB397 million,
which will help the Group cope with the sudden market changes.
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Chairman's Statement
[ o o S

Although the average unit selling price of the product in the future
is still expected to gradually decline with the advent of grid parity,
the Group can rely on (1) the new production base having low
external electricity costs, which directly and indirectly reduces the
production costs; (2) the commencement of mass production by the
new equipment and the completion of upgrades to the old
equipment; (3) technological integration advantages of its various
product lines; and (4) strong client base in China and overseas. It is
expected to lead to continuous growth in the Group’s future
external shipment volume and revenue, it is also expected that the
magnitude of decrease in cost of the Group’s products will be
greater than that of the decrease in unit selling price, hence driving
the Group's gross profit ratios to return to a normal level.

As a clean energy source, photovoltaic power generation replacing
traditional petrochemical energy sources has become a global trend.
Even though the current coronavirus epidemic has delayed demands
temporarily, the trend of rapid growth in the demand for
photovoltaic products is unwavering. The road to grid parity may be
a painful change, but the expected explosive growth in the market
after reaching grid parity will provide an opportunity for the
industry. The Group is fully prepared and will do its utmost, to
embrace the growth and development in the photovoltaic industry in
the good times after reaching grid parity.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEBN®WN DN

Market Overview

2019 was the first year for the new photovoltaics subsidy bidding
mechanism in China’s photovoltaics market. It was also the first year
of parallel development of grid parity and bidding projects. The
industry was gradually shifting from bidding photovoltaics to grid
parity. The market is undergoing a structural transformation,
improving production capacity and product quality, encouraging
high-end and high-efficiency products, promoting technological
progress, reducing power generation costs, reducing subsidy
dependence, promoting the industry to high-quality development,
and accelerating the achievement of comprehensive affordable grid

parity.

However, the bidding policy has led to a temporary slowdown in the
deployment of the photovoltaic market. Looking back at 2019, the
cumulative installed capacity of photovoltaic power generation in
China was 204.3GW, which continues to maintain its number one
position in the world. However, due to the above market policies,
China’s photovoltaic market had fallen rapidly and product prices
had fallen. The industry had gradually pursued the development of
scale and refinement, pursued of quality transformation, and
continued steady development trend. IHS Markit said that despite the
decline in installations in China in 2019, other international markets
such as Netherlands, Spain, Germany, Italy, Turkey or Ukraine are
growing faster than expected. It is initially estimated that global solar
installations will reach 129GW in 2019 (a 25% increase from
103.3GW in 2018).
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Management Discussion and Analysis
gooooooo

Market Overview (Continued) 000 Oooo

According to the latest data from the China Photovoltaic Industry O OO OO0O0OO0OOO(CPADOCOOOOOOO
Association (CPIA), the newly installed capacity of China’'s O00O0OOOOOO0OO0OO0OOOOO30100000
photovoltaic industry in 2019 was 30.1GW (a decrease of 32% 0000442600 0032% 000000000
compared to 44.26GW in 2018), of which the newly-installed OO0OOO0O0O0179000000023% 00000
capacity of centralised photovoltaic was 17.9GW (down 23% year- OO0 O0O0O000122000000041%000
on-year), and the newly-installed capacity of distributed photovoltaic OO0 O0O0O0OCOOOO0OO0OOOCOOOOOOO
was 12.2GW (down 41% year-on-year). In 2019, with the significant O 0000000000000 O0OO34.200
decrease in newly-installed capacity, the production scale of OO OO0 O32%[M OO0 0013460000000
photovoltaic manufacturing has increased significantly. Polysilicon 25.7% M 0000000 065% 0000000
production was 342,000 tonnes (up 32% year-on-year), wafer 10860 000 0O 0O 027.8% [0 O 0O 098.60 0O
production was 134.6GW (up 25.7% year-on-year), which mono- OO0 0O O0017% 000000000 0O0OOO
crystalline wafers accounted for about 65%, cell production reached OO0 OO0O0OCOOO0O0OOCOOOOOZ207.8000
108.6GW (up 27.8% year-on-year), module production 98.6GW O 00000

(17% year-on-year increase). In 2019, China’s total export of

photovoltaic products (wafers, cells, modules) reached USD20.78

billion, the second highest in history.

* for identification only
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Management Discussion and Analysis
-1 [ O el =]

Market Overview (Continued)

In 2019, the energy poverty alleviation work was carried out steadily
and effectively. According to the report of the National Energy
Administration, 4.07 million poverty-stricken households across the
country obtained stable income through photovoltaic poverty
alleviation projects, with a cumulative scale of 19.1GW. “The First
Batch of Photovoltaic Poverty Alleviation Projects of the “13th Five-
Year Plan"” 0 "O000"00000000O0OO0O0O with a total
installed capacity of 4.186GW (3.85GW after revision), and “The
Second Batch of Photovoltaic Poverty Alleviation Projects of the
“13th Five-Year Plan”” 0 "0 00 "0 000000000000 with
a total of 1.67GW, jointly issued and distributed by The National
Energy Administration and The State Council Leading Group Office of
Poverty Alleviation and Development* (0O OO OO OO0OOOOO
OO0O0O0o00O0d), should be completed and connected to the grid
by the end of 2019. The National Energy Administration expected to
establish the “14th Five-Year Plan” and subsequent energy
development plans as soon as possible in 2020.

According to the U.S. Solar Market Insight Report jointly issued by
Wood Mackenzie Power & Renewables and the Solar Energy
Industries Association, in the third quarter of 2019, the United States
solar market installed 2.6GW of photovoltaic capacity (up 45% year-
on-year), the cumulative installed capacity increased to 71.3GW. The
U.S. residential solar market reached record high in the third quarter
of 2019 with an installation of 712MW, of which California, the
largest residential solar market, installed nearly 300MW, breaking its
quarterly record. The total installed photovoltaic capacity in the
United States in 2019 is expected to reach 13GW, an increase of
23% over 10.6GW in 2018. Although the United States finally
decided to waive the 201 tariff on bifacial solar modules at the end
of 2019, due to sensitive China-US trade relationship and strong
opposition from American domestic manufacturing companies,
uncertainty hovers over the waiver decision. With the declining cost
and gradual reduction of the investment tax credit policy (“ITC
policy”) for residential systems, the total installed capacity of
photovoltaics in the United States will more than double in the next
five years. By 2021, the installed capacity will reach 20.1GW before
the expiration of the ITC policy.
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Market Overview (Continued)

2019 was a challenging year for India, with the Prime Minister
election in the first half and religious riots in the second half. In
addition to the impact of political instability on the Indian
photovoltaic market, factors such as falling power demand, financing
difficulties, tax ceilings, land acquisition issues, weak power
infrastructure, rising solar module prices, and high bidding costs
leading to reduction in the number of bids, have affected the
growth of the photovoltaic market in 2019. According to the Indian
photovoltaic market report released by Mercom India Research,
India’s new photovoltaic installed capacity in 2019 was 7.3GW (a
12% decrease from 8.3GW in 2018), and the cumulative
photovoltaic installed capacity reached 35.7GW. To expedite the
completion of the 100GW installation target by 2022, the Indian
government has vigorously promoted the development of the solar
manufacturing industry by putting on place a more investor-friendly
mechanism and also adjusting the bidding prices. The Indian
government has also launched several large flagship projects that
require the use of domestic solar photovoltaic modules. In addition,
the government has approved a grid-connecting photovoltaic plan
proposed by the Ministry of New and Renewable Energy to complete
photovoltaic power generation projects of 12GW between 2019 and
2023.

2019 was the strongest year for solar energy growth in the
European Union. According to data from SolarPower Europe, the
newly-installed capacity reached 16.7GW, a 104% increase from
8.2GW in 2018. The main markets include Spain 4.7GW, Germany
A4GW, Netherlands 2.5GW, France 1.1GW and Poland 784MW. It is
expected that the overall newly-installed capacity in the European
Union will continue to grow, reaching 21GW in 2020, 21.9GW in
2021, 24.3GW in 2022, and 26.8GW in 2023.
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Market Overview (Continued)

Looking ahead to 2020, according to the PV-Magazine, due to the
impact of a new Coronavirus outbreak in China, the Chinese
government has adopted measures in extending the New Year
holidays in some affected provinces and shutting down major global
solar production areas in order to control the spread of the
epidemic. The epidemic has severely affected productivity, resulting in
a shortage of solar wafers and glass for modules. Solar prices,
including the cost of photovoltaic modules, may rise in the short
term. The Chinese Photovoltaic Industry Association (CPIA) has urged
the government to delay the deadline for large-scale solar projects to
31 March and 30 June 2020. If the virus is brought under control in
the first half of 2020, recovery may begin in the third quarter. At
present, the Chinese market is in the transitional stage to the
development of unsubsidised solar energy, compounding the impact
of the virus epidemic, the CPIA estimates that China’s new
photovoltaic installations in 2020 will be between 35 and 45GW,
lower than the 40-50GW forecast in early 2019.

According to EnergyTrend analysis, although the domestic demand is
weaker than before, overseas demand has grown steadily. Domestic
companies have accelerated their overseas deployment. With the
recovery of the European market, and the rise of emerging
photovoltaic markets in Southeast Asia, the global market will
become more decentralized, which may help upturn the demand of
the entire photovoltaic industry in 2020, driving a significant increase
in the export volume of Chinese photovoltaic manufacturing
enterprises. It is estimated that the global newly-installed capacity
will reach 125GW in 2020. The top five global photovoltaic markets
are: China continues to rank first, followed by the United States,
India, Japan and the Netherlands. The global photovoltaic market will
show a slight growth from 2020 to 2025, with an annual growth
rate of about 7%.
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Operations Review

The Group focuses on the vertical integration for photovoltaic mono-
crystalline products, providing one-stop solutions for the photovoltaic
industry ranging from the manufacturing and sales of silicon ingots
and wafers, photovoltaic cells and photovoltaic modules, the
installation of photovoltaic system and the development, design,
construction, operation and maintenance of photovoltaic generation
plants. Apart from not self-manufacturing polysilicon, the scope of its
business covers the whole industry chain of the photovoltaic
industry.

Although the Group possesses the capacities to manufacture the
aforementioned mono-crystalline silicon ingots, mono-crystalline
silicon wafers, solar cells and modules, the production capacity of
each is not exactly the same.

After the continuous adjustment of new capacity during the year and
the technical transformation of existing capacity, from 2020, the
Group has increased its annual production capacity of mono-
crystalline silicon ingots and mono-crystalline wafers to 3.6GW. The
annual production capacity of photovoltaic modules has also been
increased to 3.5GW through an equity cooperation in 2020. Under
the consideration of limited resources that need to be coordinated
and allocated, the annual production capacity of mono-crystalline
silicon solar cells remains unchanged at 400MW. However, through
the strategies of focusing on upstream mono-crystalline silicon ingots
and wafers and increasing downstream module production capacity,
the Group forms strategic partnership between the Group and large
manufacturers focusing on the production of mid-stream solar cells.
These external solar cell manufacturers purchase mono-crystalline
silicon wafers from the Group and in turn sell the solar cells they
manufactured to the Group for the Group’s manufactures the
downstream modules for external customers. This will drive the
demand for upstream niche self-produced mono-crystalline silicon
ingots and wafers.
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Operations Review (continued)

Secondly, the Group’s vertical integration of upstream and
downstream capacities, by adopting a dual-track strategy of
continuous development of upstream mono-crystalline silicon ingots,
silicon wafer niche products and downstream module products, while
not proactively expanding the capacity for the mid-stream solar cell,
effectively focuses the Group’s resources and withstands the
fluctuations in upstream mono-crystalline silicon wafer market or
mitigate any instability in the supply of mid-stream solar cells. For
example, strategic partnership formed between the Group and
external manufacturers focusing on the production of mid-stream
solar cells, where in the event of a poor sales market for mono-
crystalline silicon wafers, the Group can outsource these mono-
crystalline silicon wafers to these strategic partners and work them
into solar cells, which is then returned to the Group for continued
production into modules, and then sold to downstream third-party
large module customers. On the other hand, if the sales market for
mono-crystalline silicon wafers is good, the Group can directly sell
the mono-crystalline silicon wafers to these strategic partners, and
then purchase solar cells from these strategic partners in order to
meet the production needs of the downstream modules of the
Group. Therefore, in the market situation where the industry is
changing drastically, the Group can properly arrange the use of self-
produced mono-crystalline silicon wafers, and the solar cells required
for the Group’s module production can also be fully guaranteed. In
summary, the Group can not only give full demonstrate to the
existing manufacturing advantages of upstream mono-crystalline
silicon ingots and silicon wafers niche products, but also establish a
stable sales channel for the terminal module market, so that the
advantages of vertical integration of mono-crystalline products can be
fully realised.

Regarding the production of upstream mono-crystalline silicon ingot
and wafer products, the Group’s low-cost high-efficiency production
capacity located in Yunnan Qujing has completed its adjustment
phase in 2019. Its results are now showing gradually. With the lower
local electricity cost in Yunnan Qujing, its gross profit margins are
recorded at 15% and is expected to reach improved levels. After the
Group's transformation and upgrading work performed on the
original production bases in Jinzhou, Liaoning and Xining, Qinghai
during the year, they are expected to demonstrate their advantages
in production capacity increase and cost reduction from 2020
onwards, which can further improve the Group’s overall gross profit
margin.
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Operations Review (continued)

Since our photovoltaic module customers are mostly domestic state-
owned enterprises or large multinational corporations, the market
position and strength possessed by these module customers are the
most powerful in the overall photovoltaic industry chain. Therefore,
the Group has established a direct supply relationship with large
module customers through significant module production capacity,
which not only maintains a more stable terminal product estuary, but
also drives the utilisation rate of each production segment of the
Group from the bottom up. As such, in order to meet the needs of
module customers, in addition to the 2.3GW module capacity owned
by its wholly-owned subsidiaries, the Group has participated in a
newly-established module manufacturing base of 1.2GW in
Yancheng, Jiangsu. It only invested a small amount of cash for a
direct equity investment of 15%, however, through strategic
alliances among strategic investors and employees of the Group, the
1.2GW module capacity will co-ordinate with the manufacturing
needs of the Group and it has already begun production in 2020.
The Group's effective module production capacity has been increased
to 3.5GW in 2020, which can greatly increase the economic scale
advantage of module products.

In terms of operating results, reaping the benefits of the results from
strengthening the customer relationship of downstream module
products over the years, the Group’s high-end photovoltaic products
continued to be welcomed by domestic state-owned enterprises and
multinational corporations. Total shipment increased from 2,797MW
in 2018 to 4,134MW in 2019, a growth reaching 48%. However,
unit selling prices has dropped rapidly during 2019 and China’s
photovoltaic power subsidy policy was introduced later than
expected, industry players generally hold a wait-and-see attitude,
resulting in a year-on-year decrease in Chinese domestic photovoltaic
installation. Further, since the production capacity of the Group's
new low-cost high-efficiency mono-crystalline silicon ingots and
wafers was in adjustment phase most time during the year,
production capacity has not been fully utilised, the advantages of its
economy of scale has not yet been displayed. This forced the Group
to continue to rely heavily on the monocrystalline ingot and wafer
products from its production base in Liaoning Jinzhou. While the
local electricity cost in Liaoning Jinzhou is more than double that of
Yunnan Quijing, it has directly and indirectly contributed to higher
production cost of monocrystalline silicon ingots and wafers. As
such, the Group’s overall gross profit was greatly compressed.
Further, although external shipments of the main products of mono-
crystalline silicon wafers and photovoltaic modules of the year
increased by 137% and 27% respectively compared to last year, the
Group was committed to the technical transformation and upgrading
of the existing production equipment for mono-crystalline silicon
ingots and mono-crystalline silicon wafers and also modules in
Jinzhou, Liaoning. It affected the utilisation rate of production
capacity during the year and hence led to the benefits of economy
of scale not being fully demonstrated. In summary, the gross profit
margin was therefore reduced from 9.9% in 2018 to 7.7% in 2019,
which resulted in an operating loss of RMB184.107 million in 2019,
compared to an operating loss of RMB95.271 million in 2018.
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Operations Review (continued)

As a clean energy source, photovoltaic power generation replacing
traditional petrochemical energy sources has become a global trend.
Even though the current coronavirus epidemic has delayed demands
temporarily, the trend of rapid growth in the demand for
photovoltaic products is unwavering. During the year, due to the
comprehensive upgrade of existing production capacity and the
efficient adjustment of new equipment in 2019, benefits of
production efficiencies could not be fully displayed, resulting in an
increased operating losses. In 2020, relying on (1) the new
production base having low external electricity costs, which directly
and indirectly reduces the production costs; (2) the commencement
of mass production by the new equipment and the completion of
upgrades to the old equipment; (3) technological integration
advantages of its various product lines; and (4) strong client base in
China and overseas, the Group expects its gross profits to return to
a normal level.

While maintaining its own leading technological advantage in mono-
crystalline products, and adhering to the vertical integration strategy,
through external customer demand for the Group’s downstream
modules driving the internal demand of its upstream mono-
crystalline wafers, also through further strengthening its strategic
partnerships with third party mid-stream solar cell manufacturers, the
Group and its partners will be able to leverage their respective
strengths and experiences in laying a solid foundation for broader
co-operation in the future.
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Operations Review (continued)
Silicon ingot and wafer business

Apart from not producing its own polysilicon, a chemical product, in
the scope of its business, the Group covers an all-rounded
photovoltaic industry production chain under its vertically integrated
business model. Among this model, mono-crystalline silicon ingot
products are mostly used for the internal production of mono-
crystalline silicon wafers within the Group, and are less engaged in
external sales. In addition, due to insufficient production capacity of
the Group’s midstream solar cell production, mono-crystalline silicon
wafer products of the Group are mostly sold to third-party
professional solar cell manufacturers. During the year, with the
advantages in application of mono-crystalline products over multi-
crystalline products in photovoltaic power generation, the market
share of mono-crystalline products has continued to increase rapidly.
As such, demand for what the Group has been focusing on all
along, mono-crystalline products, has continued to increase. Its
market share is fast growing. Further, in addition to the traditional
mono-crystalline P-type products, shipment volume of mono-
crystalline N-type products with higher conversion efficiencies are
also increasing. With the continued realisation of advantages in
better improvement in conversion efficiency, more stable decay rate
in its photovoltaic systems, continued reduction in unit costs, etc. of
mono-crystalline products, it is expected that the advantages of
mono-crystalline products will become more obvious in the field of
photovoltaic power generation. Guided by this advantageous
environment in the industry, through its long-term strategic
partnerships with well-known solar cell-focused manufacturers, not
only enjoys priority distribution channels for the sales of its mono-
crystalline wafers, but also ensures the long-term stable utilisation of
the Group’s capacity and shipment volume. The benefits of the
Group’s upstream and downstream vertical integration are fully
realised.

The Group have consolidated its leading position in the mono-
crystalline silicon solar ingot and wafer manufacture industry in
terms of technology and product quality. The quality stability of its
mono-crystalline silicon products is amongst those of the industry
leaders. During the year, since most of the ingot products have been
reserved for internal use, the external shipment volume of mono-
crystalline silicon ingots has dropped to 204.2MW (413.8MW in
2018). Conversely, external shipment volume of mono-crystalline
silicon wafers has rose significantly to 2,014.6MW (850.3MW in
2018). Major customers of external sales included Aikosolar Group
(DoOoOoOoOoOo), TW Solar Group (DO OO O0OO), Sumin New
Energy Group (0O OO O O 0O) and huge state-owned enterprises
in China, such as State Power Investment Corporation (0 O O O O
ooooood) ("sPic).
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Operations Review (continued) O 000Oooo
Silicon ingot and wafer business (continued) OO0OD0O0OOOooO

In addition, the Group has completed the testing and adjustments of OO000OOO0O0O0OO0OOCOOOOOOOOOO
its newly invested low-cost high-efficiency mono-crystalline silicon O0OOO0OO00O0O000O0DO0OO0OO0O0OO0OOOOOOO
solar ingot and wafer project, located in Qujing City, Yunnan 00000000 O0OOOOOOOOOOOOO
Province, China. It has not only enabled manufacturing in scale from OO0 O0O00DO00O0O000O0O0O50%0000
2020 onwards. With the lower local electricity costs, being lower OO0OOO0OOOOOOOCOOOOOOOOOOOO
than that at previous major production base in Jinzhou, Liaoning, by 0000000000 O0O0OOOOOOOOOO
more than 50%, it will lift the Group’s overall gross profitand gross 0 OO0OO00000000OO0OO0OO0OOOOOOOO
profit margin. Therefore, The Group is currently actively planningthe O0OOO0O00O0O000ODO0O000OO0OOOOOOO
expansion of the mono-crystalline silicon solar ingot and wafer O OOO0O0O00O0O0O00O0O0O

capacities in Yunnan, Qujing, in order to take advantage of the local

external production environment, and enable the Group to fully

demonstrate its current technological advantages in production.

Solar cell and module businesses O0oooooao

The Group’s production lines of solar cells are located at the Group’s OO0 0000000 O0OO0OOCOOOCOOOOOO
manufacturing base in Jinzhou, Liaoning. During the year, the annual 0000000000000 OOO40000000
production capacity of solar cells was maintained at 400MW (2018: OO 004000 000000000 OCOOO

400MW). Apart from providing internally to the downstream module O 00000000 OCOO0OOOOOOOOOO
manufacturing subsidiaries of the Group, the solar cells are alsosold O O00O00O0O0O0OOO0OOO0OO0OOOOOOOOON
to our selected customers in China and Japan. In order to keep O0OO00OO0OOOOOO0OOOOOOOOOOOO
abreast of the latest trends in the photovoltaic industry, the Group OO0 O0OO0OO0OO0OOOO0OOCODOOOOOOOOO
has also been collaborating with university teams of the highest OO0 O0OOO0OOO0OOOOOOOOOOOOO
levels in the field of global perovskite (O O O) research in projects 00O O0O

to jointly develop perovskite solar cells, paving the way for the

development of upstream and downstream products in the next

decade.

Regarding photovoltaic module business, during the year, the Group 000000 O0O0O0O00O0OO0OOO0OOCOOOOO
recorded external shipments of photovoltaic modules of 1,855. 7MW, gg1ess.70 0000000 O0O00O0OGDOaO
which grew by 27% when compared to external shipments of 1,46620 00 027% 000000000000
1,466.2MW in 2018. Although the market prices has continued to O O0O0OO0OOO0OOOO0OOOOCOOOOOOOO
drop from that of previous years, the Group’s module sales of the O ODOO0OO000O03,0706500000000000
year still increased from RMB3,070.65 million last year to 00003199100 0000000000000
RMB3,199.10 million in 2019. Even with this significant increase in oooooooooooOooOooOooOoOooOOOoOO0o0
shipments of photovoltaic modules, the production has beeninfact 000000000 OO0OO0OOOOOOOOOO
been hindered by the technical transformation and equipment 000000000000 O0OOCOOOOOOO
upgrades on the existing module manufacturing capacity duringthe OO0 OO0OO0OOCO0OOCOOOOOCOOOO
year, the advantages of economy of scale have hence not been fully O 000000 OO0OO0OO0OOCOOOOOOOO
realised. However, after the completion of the comprehensive OO0 O0OO0OO0OOCO0OO0OOOOOOOCOOOO
technical upgrade, with the excellent product quality and price 0000000000 O0OO0OOCOOOOOOOO
competitiveness, the Group is expected to continue to record rapid OO0 0OO0OO0OOOO0OOCOOOOOOOOOO

growth in external shipments and total sales, and to make full use of OO0 OO0DO0DO0DO0OO0OOOOO0OOMOOOO
the expected economies of scale. External sales was mainly madeto O 0O O O O O 0O 0O 0O OO OO SHARP
huge Chinese state-owned enterprises and Japanese multinational ~ Corporationd SANSHIN ELECTRONICS CO., LTD.
enterprises, such as SPIC, China Huadian Corporation (0 O O 0O 0O O oad

O O) (“Huadian”), Beijing Enterprises Holdings Limited (0 O O O O

O 0O O 0O 0O) ("BEGCL"), SHARP Corporation (“SHARP”) and

SANSHIN ELECTRONICS CO., LTD., etc.




ANNUAL REPORT 2019 £3& 21

Management Discussion and Analysis

Operations Review (continued) 000 Oooo
Solar cell and module businesses (continued) O0000000oO

On the other hand, following the increasing awareness of the OO OOOOOOOODOOOOOOOOOOO
benefits of higher conversion efficiency and more competitive costs 000000000000 OO0OOOOOOOO
offered by the Group’s focused monocrystalline photovoltaic OO O0O0O0O0OOOOO0OOOOOCOOOOOO
modules, and responding to the opportunity offered by grid parityy, OO0O0OOOOOONOOOOPOPERCOOOOO
market share of monocrystalline module products continuestogrow 00000000 OCOOOOOOOOOOOO
quickly. Demand for N-type mono-crystalline and P-type PERC 0000000 OOO0OO0OO0OOOOCOOOOOO
photovoltaic modules have surged. In addition to flexibly supporting OO0 000000000 OOCOOONOOOOO
the manufacturing of mono- and multi-crystalline photovoltaic 0000 OO0 OO OPOPERC (Passivated Emitter
modules, the Group will continue to expand and strengthen the and Rear Cel)D DDOOOO0DOOOODOOOOO
development and sales of monocrystalline silicon high-efficency 0000000000000 O0OOOOOOOOO
module products such as N-type double-sized glass photovoltaic OO0 00000000 ODO0O0OONOOOIBCO
modules, half-cell photovoltaic modules, P-type monocrystalline solar OO OBSO OO0 OO OO OOOOOOOOO

cell Passivate Emitter and Rear Cell (PERC), smart photovoltaic OO0 OO0OOCOOOOOCOOOOOOOOOOBS
modules, and related high-end products. Among them, installation of O0O0O0O00O0O0O0O0OOO0OO0OOOOOOFPCOO
the new production lines of our BS modules of N-type 0000000000000 OO0OODOOOOOO
monocrystalline IBC solar cell, which produces higher current output, 0 O O OO SHARP Corporatiof] SHARP 1T

open circuit voltage, fill factor and other electrical performance

advantages, have been completed. Product quality and conversion

has been stable. External sales has been recorded since the first half

of 2019. BS modules utilises, first in the country, this

internationally-leading FPC manufacturing technique, with SHARP,

the Group’s key strategic partner, being its major sales customer.

As a company focusing on monocrystalline silicon photovoltaic O O000COO0O00O0OO0OOOOOOOOOOO
products, equipped with high-quality, self-produced upstream mono- 00000000 O0COOO0OO0OOOOCOOOOO
crystalline silicon ingots and mono-crystalline silicon wafers, 0 O000000CO0000OOOCOOOOOOO
customers’ demand for the Group’s mono-crystalline modules has OO 0000000 085%0 0 015%0000

always remained high. Currently, proportion of sales of the Group’s OO0 OOOO0OO0O0OO0O0OO0OO0OOOO
mono-to-multi-crystalline silicon photovoltaic modules has remained

at 85:15 and the market share of mono-crystalline silicon

photovoltaic products is expected to rise continuously.
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Operations Review (continued)
Solar cell and module businesses (continued)

In summary, through customer demand for the Group’s downstream
modules, it has not only driven the demand for the Group's
upstream mono-crystalline ingots and mono-crystalline wafers, but
also helps to realise the benefits arising from the Group's vertical
integration strategy, and to better mitigate the market risks arising
from fluctuant sales of upstream silicon wafers or unstable supply of
mid-stream solar cells.

Construction and operation of photovoltaic system
business

To consolidate its advantages of the business model of vertical
integration, the Group actively expanded the business of end-user
market apart from its efforts in stabilising its upstream and
midstream business development, thereby driving demand for
products from downstream to upstream. As such, in respect of the
business opportunity derived from the construction of distributed
power plants, apart from establishing internal photovoltaic power
plant system companies of the Group, the Group also plans to
establish joint venture companies with companies from other
industries in order to share the profits and also provide extra
distribution channels for the Group’s module sales.
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Financial Review
Revenue

The cost of photovoltaic power generation must continue to decline
as technology continues to improve in order to replace traditional
petrochemical energy in a larger scale and to effectively achieve the
goal of green and clean energy. As such, although the average
selling price during the year declined substantially over last year, as
a result of successful customer development, the size of the
customer base and the purchases by individual customers are
showing continuous growing trends. The external shipment volume
increased significantly by 48% compared to last year. The Group has
also continued to maintain its growing trend and recorded revenue
of RMB4,425.552 million for the year ended 31 December 2019, a
10% increase from RMB4,022.452 million in 2018.

Cost of sales

Up to 31 December 2019, cost of sales increased from
RMB3,624.902 million last year to RMB4,084.184 million,
representing an increase of 12.7%, which was mainly resulted from
the increase in shipment volume. Cost of sales represented 92.3% of
total revenue, representing an increase of 2.2 percentage points
from 2018. The increase in this ratio was mainly due to the
continuous decline in market prices during the year compared to last
year, and the failure to mass-produce as a result of the testing and
adjustment of new production capacity, and the fact that the
existing production capacity was upgraded, which affected the actual
output, hindering the demonstration of the Group’s advantages of
economy of scale.
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Financial Review (continued)
Finance costs

Finance costs represented mainly bank loan interests. The Group’s
finance costs decreased from RMB136.012 million in 2018 to
RMB123.13 million in 2019, a decrease of 9.5%. As mentioned
above, external shipment of the Group has grown significantly by
48%. With an increase in amount of relevant purchases, the Group’s
finance cost, however, did not increase correspondingly. This was due
to the Group’s continued better financial control on the use of funds
during the year. Our banks were also showing greater confidence in
the Group and have increased their facilities during the vyear
respectively, which included China Zheshang Bank increasing its
facilities of pledged borrowings for the Group to RMB800 million.
The Group expects to control its finance costs effectively, and will
obtain various different financing channels in the future.

Income tax

Income tax expense was RMB41.308 million in 2019, while an
income tax credit amounted to RMB12.157 million was recorded in
2018. The income tax expense recorded in 2019 was mainly due to
the Group reversing the recognition of deferred tax assets in
previous years.

Loss attributable to the equity holders

In 2019, the Group recorded a loss attributable to the equity
shareholders of RMB355.492 million, as compared to a loss
attributable to the equity shareholders of RMB222.402 million in
2018.

Inventory turnover days

In order to replace traditional petrochemical energy in a larger scale
and to effectively achieve the ultimate goal of green and clean
energy, continuous technological advancement has driven down the
prices of photovoltaic products over the years. This led to declining
trends in prices of many related raw and auxiliary materials for
production and finished products. Hence, in terms of inventory
reserve strategy, the Group has been focusing its efforts in raising
inventory turnover and lowering the inventory turnover days in order
to mitigate the risk of a sudden decline in inventory prices, help
reduce committed capital and, at the same time, further strengthen
the Group’s operation working capital. As a result, the Group's
inventory turnover days has been lowered to 33 days during the year
(31 December 2018: 37 days).
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Financial Review (continued)
Trade receivable turnover days

The Group completed the vertical integration of upstream and
downstream mono-crystalline silicon products since 2011. Apart from
not producing polysilicon in-house, the scope of the Group's
business covers self-production of mono-crystalline silicon ingots,
mono-crystalline silicon wafers, solar cells and solar modules.
However, due to the large capacity of upstream products in earlier
years, external sales were at the time dominated by mono-crystalline
silicon wafers. Hence, to get closer to the customer needs of the
module end-user market, the capacity of module production rapidly
increased from 400MW in 2013 to 2.3GW in 2019. Under the rapid
growth of the capacity of module production, the solar modules
sales accounted for over 70% of the Group’s overall sales.

According to the terms of the industry’s general module sales
contract, the recovery of module receivable depends on the
construction progress of the photovoltaic power plant. For instance,
some trade receivables can only be recovered after the customer’s
photovoltaic power plant is connected to the grid. In addition, 10%
of the total amount of receivables are retained as warranties. These
warranties will generally be recovered in around one year. As a
result, the trade receivables turnover days of module business are
generally longer. Even so, due to the continuously effective
management of accounts receivable, the collection has been
improved, resulting in the Group’s trade receivables turnover days
being reduced to 113 days in 2019 (2018: 141 days).

Trade payable turnover days

The trade payables turnover day was 130 days, which rose
comparing to 124 days of last year, was mainly due to the strategic
partnerships established with our major suppliers, under stable and
frequent co-operations, and the suppliers have gradually increased
our lines of credits and payment terms.
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Financial Review (continued)
Liquidity and financial resources

The principal sources of working capital of the Group during the
year were cash flows from bank borrowings. As at 31 December
2019, the current ratio (current assets divided by current liabilities) of
the Group was 0.79 (31 December 2018: 0.80). The Group had net
borrowings of RMB1,010.194 million as at 31 December 2019 (31
December 2018: RMB1,125.436 million), including cash in bank and
on hand of RMB396.854 million (31 December 2018: RMB239.712
million), pledged deposits of RMB403.191 million (31 December
2018: RMB425.309 million), bank loans due within one year of
RMB1,680.914 million (31 December 2018: RMB1,773.140 million)
and non-current bank and other loans of RMB129.325 million (31
December 2018: RMB17.317 million). The net debt to equity ratio
(net debt divided by total equity) was 221.7% (31 December 2018:
139.3%).

Earnings before interest, taxes, depreciation and
amortisation (“EBITDA")

During the period, earnings before interest, taxes, depreciation and
amortisation (“EBITDA") was RMB49.126 million (1.11% to revenue)
(2018: RMB136.938 million, 3.4% to revenue). The main reason for
the decrease in EBITDA was due to the Group’s net loss during the
year.

Foreign currency risk

The Group is exposed to foreign currency risk primarily through sales
and purchases, cash, bank deposits and bank loans that are
denominated in a currency other than the functional currency,
Renminbi, of the operations to which they relate. The currencies
giving rise to this risk are primarily the US Dollar and Euro. The
Directors do not expect any significant impact from the change in
exchange rates since the Group uses foreign currencies received from
customers to settle the amounts due to suppliers which naturally
mitigates the exchange rate risk. In addition, the Group will consider
the difference in interest rates and fluctuations in the exchange rates
of foreign currency denominated and local currency-denominated
loan balance, and the need to mitigate the risk through low-risk

ANNUAL REPORT 2019 &% 27

UO00OOboo
Oo0ooocoood

oooocob0Oooo0oo0ooooOoOoO0ooOoooao
obooooooO0ooO0OoO0OOooOooooooad
oco0O00oOOO0OO0O0O0OO0OOOO00O07®NO0OCODO
oooooooopoosom@uOoOoOooOOOOO
OO00O00O00000000001,010.19400
OO00O0OO0O00O00CO0O0O000001,125.436
O00MOO00000000000000396.854
oo0oooooooO0ooO0ooOoooOoOooooaa
2397120 0 0@M0O0COO000O0O403.19100
OOO0O0O0OO0O0O0O0OO0O00000000425.3000
OO0MOO0OO0O0O0OO0O0000D0D01,680.91400
OO0oO0OO0O0OO0O0O0C0cO0O0O000001,773.140
oooooooooOOoODOoOOoOO0OO0OO0OO0OOOO
1293250 000000 00000COOOCOOO
0o0173177000C0000000000COOO
oco0oooo22n.799 00000000000
00139.3% M

ooooooobDbOO0oOooom™mao
gooooboomm

oooooooooooooooocoOoOoOooa
000000491260 0000001.11%000
O00000D0136.93800 0000 03.4%00
obooocoooooooooboocoobooooo
ooooooo

ggad
ggad

ggogd

gboooboooboooboooooboobooooo
gboooboooboooboooooboobooooo
gbodoobobooooboooobbooooo
gooobooboobooooboboooboboo
gobooobooboobobooobooboo
goobooooobboooooooooo
ubooooobobOoocoobobooooao
gooobooboobOoobooOoooboo
ooooooooooOoocOoooooooonn
gbobooooo

ODoooooooQd

good

ooooooo0ooOoo0oOoo0ooOoooooooan
0040360000000000000003,669
N




28 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000

Management Discussion and Analysis
goooooon

Future prospects and strategies

As a clean energy source, photovoltaic power generation replacing
traditional petrochemical energy sources has become a global trend.
The market is now undergoing a structural transformation. In
addition to the technological advantages of mono-crystalline silicon
products, which has been the Group’s focus, being proven to be
superior to multi-crystalline products, through the continued
reduction of government subsidies, or even without subsidies, it is
also advancing technological progress and reducing power
generation costs, to promote the acceleration of the industry in the
achievement of comprehensive grid parity.

After years of rapid development, the Chinese photovoltaic industry
is leading its peers in the world. Its annual output in China has
exceeded RMB400 billion, and it has provided millions of jobs. It has
made a significant contribution to China’s economic growth. It is
expected that the Chinese government will continues its long-term
support to the photovoltaic industry. Year 2019 is the first year of
implementing a new mechanism for photovoltaic subsidy bidding,
and it is also the first year of parallel development of grid parity and
bidding projects. Compounded with the effect of the later-than-
expected introduction of China’s photovoltaic power subsidy policy
during the year, industry players generally hold a wait-and-see
attitude, resulting in a year-on-year decrease in domestic
photovoltaic installation of 30.1GW in China compared with last
year. This is expected to be a short term response. Demands in 2019
is expected to be deferred to 2020. However, due to epidemic of the
new coronavirus, this deferred demand may not be immediately
apparent in early 2020, but it is estimated that the global new
photovoltaic installation in 2020 may still reach 140 to 150GW.
Among them, China is expected to account for around 40GW. It is
judged that the impact of the short-term deferral caused by the new
coronavirus should be limited.

As for the technology of photovoltaic products, due to the
advantages of high conversion ratios, stable decay rate in its
photovoltaic systems, continued reduction in unit cost, etc. of mono-
crystalline products are highlighted, market share of monocrystalline
products will continue to rise. Therefore, monocrystalline products
has become the popular choice in solar project. Hence, the
proportion of solar plants installing mono-crystalline photovoltaic
systems and the mono-crystalline products used by distributed power
plants have been increasing as a result.
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Future prospects and strategies (continued) 000000 Oooo

The Group focuses on mono-crystalline silicon products in OO0OO0O0OO0O0OOO0OOCOOOOOOOOOOOO
photovoltaic products and has industry-leading production O0O0O0OO0O0O0OO0OO0OOCOOOOOOOOOO
technology of mono-crystalline products. In the upstream and OO00O0OO0OO0OO0OCOOOO0OOOOOOOOOOO
downstream of the vertical integration of the photovoltaic industry, O OO0O0OO0O0OOO0OO0OOOOOOOOOOO

while not producing chemical raw material polysilicon, its business OO0 O0OO0OOO0OO0OO0OO0OO0OOOOOOOOOOO
form covers the entire photovoltaic industry. The chain can fuly OO0O0OO0OO0O0OOO0OO0OOOOOCOOOOOOOO
leverage the synergies between the Group’s businesses. The focusis 0000000 O0O0OOOOOOOOOOOOO
on the production of upstream mono-crystalline silicon ingots and O O0OO0O0OO00OO0OO0OOOOOOOOOOOO
silicon wafers, and planning the downstream module production OO0O0OO0OO00OO0OO0O0OOOO0OOCOOOOOOOO
capacity, in order to focus on the production of upstream niche OO0OO0OOOOO0OOOOOOOOOOOOOO
products, mono-crystalline silicon ingots and wafers, retainingonlya 00000000000 OOCOOOOOOOO
small scale solar cell manufacturing capacity, and through significant OO0 O0OO0O0OO0OO0OOO0OO0OOOOOCOCOOOOO

module production capacity, the Group not only maintains direct OO0 000000 OCOOOO0OOOOOOOOO
contact with downstream module customers with huge market OO0O0O0O0OOOOOOOOOOOOOCOOOO
power, establishes stable supply and demand relations but also keeps OO0 OO00OOOO0OO0OO0OO23000000000
a finger on the pulse of the end-user market, and can also bringout O OO0OO0O0OO0OOOO0OO0OO1.20000000
the upstream high-end mono-crystalline silicon ingot and wafer ODO0O0O0OO0OOOO0OO0OOOO0OOO0OOCOOO0O15%
products. Through the potential of continuous improvement in OO000O0O0OOCOO0OO0OOCOOOOOOOOO
production costs of the upstream high-end mono-crystalline ingot 0001200000 000000000000O
and wafer products, the Group’s innate advantage will be OO0O00O0OO0OOCOOO0OOO0OO0OOOOCOOOOO
demonstrated. As such, in order to meet the needs of module O0O0OOOO0O0OO0OO0OOOCODOOO3500000
customers, in addition to the 2.3GW module capacity owned by its OO0 00000 O0O00OO0OOCOO0OOCOOOOO
wholly-owned subsidiaries, the Group has participated in a newly- 000000000 O0CO36000000000
established module manufacturing base of 1.2GW in Yancheng, 0O OO

Jiangsu. It only invested a small amount of cash for a direct equity

investment of 15%, however, through strategic alliances among

strategic investors and employees of the Group, the 1.2GW module

capacity will co-ordinate with the manufacturing needs of the Group

and it has already begun production in 2020. The Group’s effective

module production capacity has been increased to 3.5GW in 2020,

which can greatly increase the economic scale advantage of module

products, and also provide a more stable outlet of the Group’s

3.6GW upstream mono-crystalline silicon ingots and wafers

production capacity.
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Although the average unit selling price of the product in the future
is still expected to gradually decline with the advent of grid parity,
the Group can rely on (1) the new production base having low
external electricity costs, which directly and indirectly reduces the
production costs; (2) the commencement of mass production by the
new equipment and the completion of upgrades to the old
equipment; (3) technological integration advantages of its various
product lines; and (4) strong client base in China and overseas. It is
expected to lead to continuous growth in the Group’s future
external shipment volume and revenue, it is also expected that the
magnitude of decrease in cost of the Group’s products will be
greater than that of the decrease in unit selling price, hence driving
the Group’s gross profit ratios to return to a normal level.

OooOooooodg
OoOooooood

The road to grid parity may be a painful change, but the expected OO0 00O 0OOO0OOOO0OOOOOOOCOOOO
explosive growth in the market after reaching grid parity will provide OO000O0O0OOO0OOOOCOOOO0OOOOO
an opportunity for the industry. The Group is fully prepared and will 000000000 OOOOOOOOOOOO
do its utmost, to embrace the growth and development in the OO0OO0OOO0OOCOOOODOOOOOOOOO
photovoltaic industry in the good times after reaching grid parity. od

Event after reporting period oooooao

Given the dynamic circumstances and uncertainties across the global OO OO0O0O 0O O CovID-190 00O
markets to be recovered from the outbreak of the coronavirus 000000000 OO0OO0OOOOOOO
disease 2019 (“COVID-19"), as of the reporting date, there was no 0000000000 O0OO0OOOCOOOOO
material adverse effect on the financial statement as aresult of the 0000000 OOOO0OO0OO0OO0O0O0OO0OOO
outbreak. However, the Group will continue to closely monitor the DO OO00O0O0O0OOOOOOOOOOOOO
development of the situation and accordingly evaluate the impacton O OOOOOOO0O

the financial position and performance, which will be reflected in the

Group’s 2020 interim and annual financial statements.

O0OoO0ooo
OO0 o0ooo

Audit Committee ooooo

The Company’'s Audit Committee has reviewed the accounting OO0 0000000 O0OO0OOCOOOCOOOOOO
principles and practices adopted by the Group and the Group’s OO0O0O0O0OOO0O0OOO0OODOOCOOOCOOOOOO
consolidated financial results for the year ended 31 December 2019, 000000000 oooooooooooao
and has discussed and reviewed the risk management, internal goooooooooooooo

control and reporting matters.

Dividend 00

No final dividend was paid in 2019 (2018: Nil). The Directors donot 000000000000 OCOOOOOOOO
recommend the payment of a final dividend for 2019 (2018: Nil). 00000000000 o0ooooooooo

gbooooom
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Delisting of Taiwan Depositary Receipts

The Company received a notice from the Taiwan Stock Exchange on
2 October 2019, whereby the Taiwan Stock Exchange indicated that
it shall require the TDRs to be delisted with effect from 12
November 2019 pursuant to the relevant rules of the Taiwan Stock
Exchange as the net assets value of the Group fell below one-third
of the sum of the share capital and the share premium of the
Company as set out in the unaudited consolidated interim financial
results of the Company for the six months ended 30 June 2019. As
such, the last trading day of the TDRs shall fall on 11 November
2019.

Closure of Register of Members

The register of members of the Company will be closed from 23
June 2020 to 30 June 2020, both days inclusive, during which
period no transfer of shares will be effected. In order to be eligible
to attend and vote at the forthcoming annual general meeting of
the Company, all transfers accompanied by the relevant share
certificates must be lodged with the branch share registrar of the
Company in Hong Kong, Computershare Hong Kong Investor
Services Limited at Rooms 1712-16, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong not later than 4:30
p.m. on 22 June 2020.
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TERERMSE

Overview

The board of Directors (the “Board”) strived to uphold good
corporate governance and adopted sound corporate governance
practices. This report outlines the principles and the code provisions
set out in the Corporate Governance Code (the “Code”), as
contained in Appendix 14 of the Rules (the “Listing Rules”)
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) which have been adopted by
the Group.

The Company has established the audit committee (the *“Audit
Committee”) in compliance with the Code to oversee the financial
reporting procedures and internal controls of the Group so as to
ensure compliance with the Listing Rules. The Company has also
established a nomination committee (the “Nomination Committee”)
and a remuneration committee (the “Remuneration Committee”)
(collectively, the “Board Committees”) with defined terms of
reference. The terms of reference of the Board Committees have
been posted on the websites of Stock Exchange and the Company.

The Group has implemented a compliance manual which covers areas
such as ongoing compliance obligations of the Company and the
Directors, business operations of the Group, financial management
systems, human resources management systems, internal control
systems, quality assurance and property management systems. In the
opinion of the Board, all the code provisions set out in the Code
were met by the Company throughout the financial year ended 31
December 2019.

Compliance with the Model Code for
Directors’ Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 of the Listing Rules as the standard for securities
transactions entered into by Directors. The Company has made
specific enquiries of all the Directors and all the Directors confirmed
that they have complied with the required standards as set out in
the Model Code and its code of conduct regarding Directors’
securities transactions throughout the financial year ended 31
December 2019.
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The Board of Directors

The Board takes the responsibility to oversee all major matters of the
Company, including the formulation and approval of overall business
strategies, internal control and risk management systems, and
monitoring the performance of the senior management. The
Directors have the responsibility to act objectively in the interests of
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googod
Board Meetings ooooo
The Company holds Board meetings regularly, at least four timesa OO0OO0O0O00OOOOOOOOOCOOOOOOO
year at approximately quarterly intervals. Ad-hoc meetings will also OO0O0O00000O0OOO0OOOOOOOOOOO
be convened if necessary to discuss the overall strategy aswellasthe OO0 00000 O0OOCOOO0OOOOCOOOOOOO
operation and financial performance of the Group. Notice of Board O O0O0OO0OO0OO0OOO0OOOOOOOO14000
meeting will be sent to all Directors at least 14 days prior to a OO0 O0OO0OO0O0OOOOOOOOOCOOOO
regular Board meeting. Reasonable notices will be given to the OO0 O0OO0OOOOOOOOOOOOOOOO
Directors for ad-hoc Board meetings. Directors may participate either OO0 OO0 OO0OOO0OO0OOOOOOOOOOO
in person or through electronic means of communications. The OO0O0O0OO0OO0OOOOOOOCOOOOOOO
Company will provide relevant materials to all the Directors relating O O0O0O0O0OO0O0OO0OO0O0OOOOCOOOOOOOO
to the matters brought before the meetings. All the Directors willbe O 000000000 O0OOCOOOOOOOOO
provided with sufficient resources to discharge their duties, and, DooooooooooOoOoOooOoOooOoOooOoO0oaon
upon reasonable request, the Directors will be able to seek OOOOO0OOOO
independent professional advice in appropriate circumstances, at the
Company’s expenses. All Directors will have the opportunity to
include matters in the agenda for Board meetings.
During the year ended 31 December 2019, 8 Board meetings and 1 O0000DO0O0O0oU0D0DO0OO0oOoO0oOooDooOoooo
Shareholders meeting were held and the attendance of individual O OOO0O80O000O0O0OO1TODOOOOOOOO
Directors at these meetings is set out below: OO000oooooooooooo
Attendance/Number of Meetings oooooooo
Board Shareholders ooQ

Name of Directors meetings meetings 0000 oad oooo
Executive Directors oooo
Mr. TAN Wenhua (Chairman) 8/8 1Al oooowooo 8/8 I7Al
Mr. TAN Xin 8/8 1Al gooao 8/8 I7Al
Mr. WANG Junze 8/8 1Al goooo 8/8 I7Al
Non-executive Director ooood
Mr. HSU You Yuan 8/8 1Al goooo 8/8 I7Al
Independent non-executive ooooooo

Directors
Dr. WONG Wing Kuen, Albert 8/8 1Al goooo 8/8 I7Al
Ms. FU Shuangye 8/8 1Al goooo 8/8 I7Al
Mr. ZHANG Chun gooao

(retired with effect from goooooooo

18 June 2019) 3/3 0/1 gooooog 3/3 01
Ms. FENG Wenli goooo

(appointed with effect from goooooooo

18 June 2019) 5/5 0/1 ogooocooo 5/5 0/1
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Independent Non-executive Directors OOOo0Oo00oad

All independent non-executive Directors possess a wealth of OO0O0O0OO0O0O0OO0OO0OO0OOOOOOCOOOOOO
professional and industry expertise and management experience and 000000000 O0OOO0OO0OOOOOOOOO
have provided their professional advices to the Board. They have OO0 OO0O00OO00ODOOOOOOOOOOOO
played a significant role in the Board by virtue of their independent OO0 000 COOOO0OOO0OOOOCOOOOOOO
judgment and their views carry significant weight in the Board's OO0 O0OO0O0O0OO0OOOO0OOCOOOOOOOOO
decision. In particular, they bring impartial views to the Board on 000000000000 OO0OOODOOOOO
issues of the Company’s strategy, performance and control. The O000O00O0O0OOOOOOOOOOOOOO
Board also considers that independent non-executive Directors 0000000000000 OOOOOOOOON
provide independent advice on the Company’s business strateqy, 00000000000 O0OO0OOOOOOOOO
results and management so that all interests of shareholders are 000000 OCOOOOO0OO0OOOOOOOOO
taken into consideration, and the interests of the Company and its 3130 0000000000000 0O0O00OO0OO
shareholders are taken into account in all business decisions. The 0000000 OO0OOOOOOOOOOOOO

Company has received from each of the independent non-executive
Directors an annual confirmation of his/her independence pursuant to
the criteria Rule 3.13 of the Listing Rules. The Company considers
that all the independent non-executive Directors are independent in
accordance with the Listing Rules.

Any re-election of an independent non-executive director who has 00000 O0OO00O0O0O
served the Board for more than nine vyears, his/her further OO0 OO0OO0OOO00O0O
appointment should be subject to a separate resolution to be

approved by shareholders.

Where an individual is proposed to be elected as an Independent O 00000000 OOO0OOCOOOOOOOO

Non-executive Director at the general meeting, the circular to 00000000000 OCOOOOOOOOO

shareholders and/or explanatory statement accompanying the notice O O0O0O0OO00O0OO0O0OOO

of the relevant general meeting will include:

o the process used for identifying the individual and why the e 0o0o0ooooooooooooooog
Board believes the individual should be elected and the ooooooooooDoDOoODOOOOOO
reasons why it considers the individual to be independent; gooooobooog

o if the proposed Independent Non-executive Director will be e 0oooooooooDooooooooo
holding their seventh (or more) listed company directorship, goooooooooooooooooo
why the Board believes the individual would still be able to do00o0ooU0ooUoouoouoooooogog
devote sufficient time to the Board;

o the perspectives, skills and experience that the individual can e 00o0o0oooooooooooooog

bring to the Board; and oooooag
o how the individual contributes to diversity of the Board. o O0o0ooooooooooooog
Each of Dr. WONG Wing Kuen, Albert and Ms. FU Shuangye has 0O00000OOCOOOOO0OO0OOOOOOOO
served as an Independent Non-executive Director of the Company for OO0 000000000 OCOOOOOOOOO
more than ten years. As Independent Non-executive Directors with 0000 0O000OD0O00O0OO0OOOCOOOOOO
extensive experience and knowledge and in-depth understanding of OO 000000000 O0OO0OO0OOOOOOOO
the Company’s operations and business, each of them has expressed 000000000000 COOOOOOOO
objective views and given independent guidance to the Company O OO Q0O0O
over the past years, and they continue to demonstrate a firm
commitment to their role.
The Nomination Committee and the Board consider that the long 000000000 OO0OO0OOCOOOOOOOO
service of Dr. WONG Wing Kuen, Albert and Ms. FU Shuangye O 000COO0O0O0OO0O0OOCOOOOOOOOO
would not affect their exercise of independent judgement and are 00000000000 O0OO0OOOCOOOOOO
satisfied that each of Dr. WONG Wing Kuen, Albert and Ms. FU godoO0OD0OO0OoOoooOoOoOooooooooon

Shuangye has the required character, integrity and experience to
continue fulfilling the role of an Independent Non-executive Director.




36 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000

Corporate Governance Report
oooooo

Appointments, Re-election and Removal of
Directors

Each of Mr. TAN Wenhua and Mr. TAN Xin has been appointed as
an executive Director for a specific term of three years commencing
from 18 June 2019 and 28 June 2017 respectively. Mr. WANG Junze
has been appointed as an executive Director for a specific term of
three years commencing from 21 June 2018. Such terms are subject
to re-appointment by the Company at an annual general meeting
upon retirement.

Mr. HSU You Yuan has been appointed as non-executive Director for
a specific term of three years commencing from 21 June 2018. Such
terms are subject to re-appointment by the Company at an annual
general meeting upon retirements.

Ms. FU Shuangye has been appointed as an independent non-
executive Director for a specific term of three years commencing
from 21 June 2018, Dr. WONG Wing Kuen, Albert and Ms. Feng
Wenli has been appointed as an independent non-executive Director
for a specific term of three years commencing from 18 June 2019.
Such terms are subject to retirement by rotation and re-election in
accordance with the articles of association of the Company.

Mr. ZHANG Chun, being in advanced age, did not offer himself for
re-election at the AGM held on 18 June 2019 and will retire as an
independent non-executive Director, a member of the audit
committee and remuneration committee of the Board and chairman
of the nomination committee of the Board with effect from the
close of the AGM held on 18 June 2019. Mr. ZHANG confirmed that
he has no disagreement with the Board of Directors and is not
aware of any matters relating to his resignation that need to be
brought to the attention of the shareholders.

In accordance with the provisions of the Company’s articles of
association, Mr. TAN Xin, Mr. WANG Junze and Mr. HSU You Yuan
will retire by rotation at the forthcoming annual general meeting and
being eligible, and will offer themselves for re-election at the annual
general meeting.

Training and Professional Development

All Directors should participate in continuous professional
development to develop and refresh their knowledge and skills. The
Directors have been given relevant guideline materials to ensure that
they are apprised of the latest changes in the commercial, legal and
regulatory requirements in relation to the Company’s businesses, and
to refresh their knowledge and skills on the roles, functions and
duties of a listed company director.
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Training and Professional Development OO0O0DO00OD0OOooo
(continued)

All Directors had provided a record of training they received during OO0 O0OO0OO0OO0OO0OOO0OOOOOOOOOOOO
the year to the Company. According to the training records provided OO000O0O0O0OO0OOOO0OOOOOOOCOOOO
by the Directors, the trainings attended by them during the OO0OO0O0OO0OOOOOOO

reporting period is summarised as follows:

Trainings on corporate oooQoQo
governance and oooo

Directors regulatory development OO ooQo
Executive Directors oooo
Mr. TAN Wenhua (Chairman) v oooowooo v
Mr. TAN Xin v gonoo v
Mr. WANG Junze v/ oooodad 4
Non-executive Director oooQoo
Mr. HSU You Yuan v/ ooood 4
Independent Non-executive Directors ooooooo
Dr. WONG Wing Kuen, Albert v ooooao v
Ms. FU Shuangye v G0QO0o0oog 4
Ms. FENG Wenli v goooo v
Chairman and Chief Executive Officer ooooooao

Under code provision A.2.1 of the Code, the roles of the Chairman D0o0oooooA200D0O0ODOODOODOO
and the Chief Executive Officer ("CEQ") should be separated and JdMoooooooooooooooo
should not be performed by the same individual.

The role of the Chairman was performed by Mr. TAN Wenhua. Mr. 0000000000000 O0OOCOOOOOO
TAN Wenhua is an executive Director who is responsible for the OO0O000O00OOO0O0OOO0OOOOOOOOOO
management of the Board and he also involves in the day-to-day OO0 O000O0OO00OO0ODOOOOOOOO
management of the Group’s business. The role of CEO is performed

by Mr. TAN Xin.

The overall management of the Company was performed by the 000000000 OCOO0OOOCOOOO0O
CEO, executive Directors and senior management of the Company. O 00000000 O0OOO0OOOO0OOOOODO
The executive Directors (Mr. TAN Wenhua, Mr. TAN Xin and Mr. ooooooooooooOooOoOooOoOoOoOaon
WANG Junze) who have extensive experience in the solar energy 0000000000 OO0OOOOCOOOO0O
industry and their respective areas of profession, spearhead the OO OO0OOO

Group's overall development and business strategies.

Oo0OoOong
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Board Committees
Audit Committee

The Company has established the Audit Committee with written
terms of reference in compliance with Rules 3.21 to 3.23 of and
Appendix 14 to the Listing Rules. The primary duties of the Audit
Committee include overseeing the financial reporting processes and
internal control procedures of the Group, reviewing the financial
information of the Group and considering issues relating to the
external auditor. Currently, the Audit Committee consists of three
independent non-executive Directors, namely, Dr. WONG Wing Kuen,
Albert (Chairman), Ms. FU Shuangye and Ms. FENG Wenli.

In 2019, the Audit Committee met 2 times and the attendance of
individual Directors at these meetings is set out below:

Attendance/
Number of
Name of Directors meetings
Independent non-executive Directors
Dr. WONG Wing Kuen, Albert (Chairman) 2/2
Ms. FU Shuangye 2/2
Mr. ZHANG Chun (retired with effect from
18 June 2019) 171
Ms. FENG Wenli (appointed with effect from
18 June 2019) 171

The Audit Committee has reviewed the Group’s interim financial
report for the six months ended 30 June 2019 and annual
consolidated financial statements for the year ended 31 December
2019, including the accounting principles and practices adopted by
the Group, and has also discussed auditing, internal control and
financial reporting matters with the management. The Audit
Committee also monitored the Company’s progress in implementing
the Code as required under the Listing Rules.

Remuneration Committee

The Company established the Remuneration Committee pursuant to
a resolution of the Directors passed on 27 February 2008 pursuant
to Rules 3.25 to 3.27 of and Appendix 14 to the Listing Rules. The
primary duties of the Remuneration Committee include making
recommendations to the Board on the Company’s structure for
remuneration of Directors and senior management and on the
establishment of a formal and transparent procedure for developing
policy on such remuneration. Currently, the Remuneration
Committee consists of four members; three of whom are
independent non-executive Directors, namely, Ms. FU Shuangye
(Chairman), Dr. WONG Wing Kuen, Albert and Ms. FENG Wenli, and
one is an executive Director, namely, Mr. TAN Wenhua.
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Board Committees (continued)
Remuneration Committee (continued)

In 2019, the Remuneration Committee met once and the attendance
of individual Directors at the meeting is set out below:

Attendance/
Number of
Name of Directors meetings
Independent non-executive Directors
Ms. FU Shuangye (Chairman) 11
Dr. WONG Wing Kuen, Albert 11
Mr. ZHANG Chun (retired with effect from
18 June 2019) 11
Ms. FENG Wenli (appointed with effect from
18 June 2019) 0/0

Executive Director
Mr. TAN Wenhua 1Al
The Remuneration Committee has made recommendations to the
Board regarding the remuneration policy of the Company. In
addition, it has also reviewed and approved management’s
remuneration proposal and directors’ service contracts by reference
to corporate goals and objectives resolved by the Board, and ensured
that no Director or any of his/her associates is involved in deciding
his/her own remuneration.

Nomination Committee

The Company established a Nomination Committee pursuant to a
resolution of the Directors passed on 27 February 2008 pursuant to
Appendix 14 to the Listing Rules. The primary duties of the
Nomination Committee include making recommendations to the
Board on the Company’s policy and structure for recruiting Directors
and senior management and on the establishment of formal and
transparent procedures for nomination procedures and process and
criteria adopted by the Nomination Committee to select and
recommend candidates for directorship and senior management.
Currently, the Nomination Committee consists of four members;
three of whom are independent non-executive Directors, namely, Ms.
FENG Wenli (Chairman), Dr. WONG Wing Kuen, Albert and Ms. FU
Shuangye, and one is a non-executive Director, namely, Mr. HSU You
Yuan.

In 2019, the Nomination Committee met once and the attendance

of individual Directors at the meeting is set out below:

Name of Directors Attendance

Independent non-executive Directors

Mr. ZHANG Chun (retired with effect from
18 June 2019)

Ms. FENG Wenli (appointed with effect from
18 June 2019) (Chairman)

Dr. WONG Wing Kuen, Albert

Ms. FU Shuangye

7

0/0
7
17

Non-executive Director

Mr. HSU You Yuan 171

|

ANNUAL REPORT 2019 3§

O0O00Oooo
OO0000Oo0oo

39

oooooOooOooOooOocOoOooOohnwmooooao
oo0o0oooooooooooood
oooo
oooao oooo
ooooooo
oooooyooo 1”7
ooooad 171
Oo0DoOoDoOoO0oOOo
ooooooooa 171
ooooOoooooooo
ooooooDooo 0/0
oooao
ooooo 171
oooOoO0oO0ooOoO0ooO0O0oDoOOoO0OOO00DODo
oobOooooocOoobOoobOOooOoOoobocOoooo
oooooocOooOoO0OocOooOOoOoOooOoOooo
oo0o00oo0ooOoDOOoO0ooOO0oDOoOoOoOO0bOO0DOo
ooooooooo
googoo
oooooooobooooooooocoboooDo
oooocooooooooboooooonooo
ooooooooOoOooboobDoooobOoDo
oooocooooooooobOoooOoobooooo
oooocooooooooboooooonooo
ooooooooooOoooboooOoboOoooo
ooooooooooooooooboooooo
oboooooooooboooooboOooooo
goooobbOooOmooooboooooboDo
oooooooocoooooo
oooooOooOooOoooOooOooOohnwooooo
ooboooOooOoOoOoOooOooood
oooao ooo
ooooooo
ooboooboooooo
oooocooood 171
oooooooooooo
oooooooooog) 0/0
ooooad 171
oobDoOo 7
ooooad
ooobooOo




40 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000

Corporate Governance Report
oooooo

Board Committees (continued)
Nomination Committee (continued)

The Nomination Committee has discussed matters relating to the
appointment of senior management members during the year. The
Nomination Committee also considered and resolved that all the
existing Directors shall be recommended to be retained by the
Company.

Board Diversity

The Board has a board diversity policy which is available on the
Company’s website. In order to achieve a diversity of perspectives
among members of the Board, it is the policy of the Company to
consider a number of factors when deciding on appointments to the
Board and the continuation of those appointments. Such factors
include gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge, length of service and the
legitimate interests of the Company’s principal shareholders. The
Board considered the Company has achieved the objective of board
diversity during the year.

Remuneration of Directors and Senior Management

Particulars of the Directors’ remuneration for the year ended 31
December 2019 are set out in note 9 to the Financial Statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration
of the members of the senior management (other than the Directors)
whose particulars are contained in the section headed “Directors and
Senior Management” in this annual report for the year ended 31
December 2019 by band is set out in note 10 to the Financial
Statements.

NON-COMPETITION UNDERTAKING

During the year from 1 January 2019 to 31 December 2019, none of
the Directors nor their respective associates (as defined in the Listing
Rules) had any interest in a business that competed or might
compete with the business of the Group.

Mr. TAN Wenhua has confirmed to the Company of his compliance
with the non-competition undertakings provided to the Company
under a non-competition undertaking dated 27 February 2008
(“Non-competition undertaking”). The independent non-executive
Directors have reviewed the status of compliance and confirmed that
all the undertakings under the Non-competition undertaking had
been complied with and duly enforced from 1 January 2019 and up
to 31 December 2019.
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Financial Reporting and Internal Control
Financial Reporting

The Board, supported by the Chief Financial Officer and the Finance
Department of the Company, is responsible for the preparation of
the financial statements of the Company and the Group. In the
preparation of financial statements, Hong Kong Financial Reporting
Standards have been adopted and the appropriate accounting
policies have been consistently used and applied. The Board aims to
present a clear and balanced assessment of the Group’s performance
in the annual and interim reports to the shareholders, and make
appropriate disclosure and announcements in a timely manner.

Auditors’ Remuneration

The performance and remuneration of the external auditors of the
Company, Ernst & Young, have been reviewed by the Audit
Committee. For the year ended 31 December 2019, the fees paid
and payable to Ernst & Young and other external auditors in respect
of audit services amounted to approximately RMB3,070,000 (2018:
RMB2,791,000). In addition, approximately RMB295,000 (2018:
RMB272,000) was charged for other non-audit services.

Risk management and internal control

The Board is responsible for the risk management and the internal
control of the Group and for reviewing its effectiveness. The
Company conducted regular review to monitor the Company’s
internal management and operation during the year. Procedures have
been designed to review the risk management functions and to
ensure maintenance of proper accounting records for the provision
of reliable financial information for internal use or for publication,
ensure compliance of applicable laws, rules and regulations.

During the year, the Board supervised the management’s design,
implementation and monitoring of the risk management and internal
control systems, and reviewed the adequacy and effectiveness of the
risk management and internal control systems of the Group; such
review covered all major control aspects of the Group, including
financial, operational and compliance controls.

The Group’s internal audit team plays an important role in
monitoring the internal governance of the Company. The internal
audit team mainly monitors and reviews the matters relating to the
internal control and compliance of the Company, and provides
regular risk-oriented internal audits for its subsidiaries. The internal
audits cover sales, financial reporting and information security and so
on. The internal audit team reports to the Board once a year. The
review covered each of the twelve months of 2019.
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Financial Reporting and Internal Control (continued)
Risk management and internal control (continued)

In order to fulfil their fiduciary duties and duties of skill, care and
diligence, the Directors will constantly seek advice and assistance
from the Company’s internal legal team and if necessary, seek advice
from external legal advisors in Hong Kong and the PRC. The
Company also adopted internal control procedures relating to,
among others, signing authority and procedures since February
2007. The Company has an Audit and Legal Department consisting 3
members with extensive experience in the legal field. The main duties
of the Audit and Legal department include:

o providing legal advice on major business decisions

o reviewing and drafting legal documents

o handling legal disputes

o advising on legal issues related to daily operations

o conducting internal training for compliance matters

For the year ended 31 December 2019, the Board considered that
the Group’s risk management and internal control systems are
adequate and effective and the Company has complied with the
Corporate Governance Code.

Directors’ responsibility on the financial statements

The Directors acknowledged their responsibility for preparing the
financial statements for the year ended 31 December 2019, which
were prepared in accordance with applicable accounting standards.

The reporting responsibility of the external auditor of the Company,
Ernst & Young, on the consolidated financial statements of the
Group are set out in the independent auditor’s report on pages 70
to 77.

Going concern

Other than the events stated in note 2.1 to the Financial Statements
on pages 92 to 94, there are no material uncertainties relating to
events or conditions that cast significant doubt upon the Group’s
ability to continue as a going concern.

Investors Relations

The Company places strong emphasis on its communications with
investors, and considers that maintaining on-going and open
communications with investors can promote investors’ understanding
of and confidence in the Company. The Company disclosed all
necessary information to the Shareholders in compliance with the
Listing Rules and met with media, securities analysts, fund managers
and investors on a regular basis to respond to their enquiries so as
to provide them with a clearer picture of the Company’s
achievements in, busines "@anagement and other aspects.
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The general meeting of the Company is also an effective O0000000O0OO0OO0O0O0O0OO0OO0OO0OOOOOO
communication channel between the Board and Shareholders. The 000000000 OO0OO0OOOOOOOOOO
Company will meet with the Shareholders and respond to their 000000000000 OOOCOOOOOO
enquiries in the general meetings. The executive Directors attended 000 0000000000000

the annual general meeting of the Company held on 18 June 2019.

Shareholders’ Rights oooad

Convening an extraordinary general meeting of the 00000000 oDooOmooOoOooodad
Company (“EGM") 0 M

Pursuant to article 58 of the articles of association of the Company, 0000000000 OO5S800000000
Shareholders holding at the date of deposit of the requisiton not OO0O0O0OO0O0OO0O0OO0OO0OO0OOOOCOOOOOOO
less than one-tenth of the paid up capital of the Company carrying 0000000000 O0OOO0OOOOOOOOOO
the right of voting at general meetings of the Company shall atall OO000OCOO00OO0O0OOOCOOOOOOOOO
times have the right, by written requisition to the Board or the 0000000000 O0O0OOOOODOOOOO
Company Secretary, to require an EGM to be called by the Board for OO0 000000000000 OCOOOOOO
the transaction of any business specified in such requisition; and OO OO0

such meeting shall be held within 2 months after the deposit of such

requisition.

There are no provisions allowing Shareholders to move new O0000000000O0O0O0OOOOOOOOO
resolutions at general meetings under the Cayman Islands Companies 00000000000 OCO0OO0OOOOOOOO
Law (2011 Revision) or the articles of association of the Company. 0000000000 0OO0OO0OOOOOODOOO
Shareholders who wish to move a resolution may request the OOO0OOO0OOO0OOO0OOOO0OO0OO0OO0OOOOO
Company to convene a general meeting following the procedures set

out in the preceding paragraph.

Enquiries from Shareholders Ooogo

Shareholders may send written enquiries, either by post or by 0000000000 O0OOOOOOOOOOOO
facsimile, together with his/her contact details, such as postal J00oooooooooooooooOooaon
address, email or fax, addressing to the Board at the head office of OO O0OO0OOO0OOOO0OO0OOOOOOOO

the Company at the following address or facsimile number:
Solargiga Energy Holdings Limited oooooooog
Room 1402, Harbour Centre

25 Harbour Road

Wanchai

Hong Kong

Attention to: Board of Directors/Company Secretary

0250
0 014020
gboboboooo

[
Oo0o0OO0goo

Fax: 852 3416 2111 00000852 3416 2111

Changes to Constitutional Documents OoOD0OoO0Od

During the year ended 31 December 2019, there was no significant 000000000 OO0DO0OO0OOOOCOOOOO
change in the Company’s constitutional documents, and these O 00000 O0OOO0O0OOO0OOCOOOOOOOO
documents are published on the websites of the Company and the O OO0O0O00O0O0O0O0O0

Stock Exchange.
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Directors
Executive Directors

Mr. TAN Wenhua (O O 0O), aged 63, an executive Director and the
Chairman of the Board. He was one of the founders of the Jinzhou
Plants in 2001. He was conferred various honours including the
Model for the Labour of the Building Materials Systems of the
Nation, the medal of “May 1st” Labour of Liaoning Province, the
Builders Merit award of Liaoning Province, the Outstanding
Entrepreneur of the Building Materials Industry of the Nation, the
Venture Entrepreneur of the Liaoning Province and First Prize
Entrepreneur of Jinzhou. Prior to the founding of Jinzhou Plants, he
was the Chairman of 0000000 O0D0DOODODDOOOO
(Jinzhou Xinhua Quartz Glass (Group) Co., Ltd.) and the Director of
000000 (Jinzhou 155 Factory), a state-owned factory engaging
in quartz crucibles manufacturing. He has been granted a special
subsidy by the State Council in 2004 for his contribution in
engineering technology. He is the father of Mr. Tan Xin, the
executive Director of the Company and Chief Executive Officer of the
Company.

Mr. TAN Xin (O O), aged 36, is an executive Director and the Chief
Executive Officer of the Company. He holds a bachelor’s degree of
Marketing from the Macau University of Science and Technology,
and a master’s degree of Business Administration from University of
East Anglia, the U.K. Mr. Tan is also the representative at the 11th
and 12th member congress of the National Association of Industry
and Commerce (O O 0O O 0O), Representative at the 17th National
Congress of the Communist Youth League (O O O), Standing
Committee Member of the 11th and 12th Liaoning Province
Association of Industry and Commerce (0 O OO OO OOO), and
the Vice President of the Liaoning General Chamber of Commerce
(0O 0O000), Standing member of the 10th and 11th Liaoning
Province Youth Federaton (00 OO0 0OO0OO0OOCOOOOOOONO),
Member of the 12th and Standing Member of the 13th Jinzhou
Municipal Committee of the Chinese People’s Political Consultative
Conference (0D UODODODOU0O0OODDO,000D00OOOOOO), and
President of the Jinzhou Youth Chamber of Commerce. Mr. Tan was
awarded the Liaoning “Excellent Entrepreneur” (O O O O O), the
4th Constructors’ Medal (DO OO0 00O 0O O), the “May 1st Labour
Medal” (0 O O O O O), the Jinzhou “Model Workers” (O 0O O 0O),
“Meritorious Entrepreneur” (O O O O O), “Outstanding Private
Entrepreneurs” (0O OO 0OOO) and “Top 10 New Industrial
Enterprises” (0 O O O O O O O O) and “Top Ten Young
Entrepreneurs” (0 O O 0O 0O O O) and other honorary titles. Mr. TAN
took up the position of Chief Executive Officer of the Group since
October 2016. Before taking the role of the Chief Executive Officer,
Mr. Tan also worked in other subsidiaries within the Group and
accumulated plenty of experiences from his prior positions. He is the
son of Mr. TAN Wenhua who is an executive Director and the
Chairman of the Company.
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Directors (continued) O Oooo
Executive Directors (continued) OO000Oooo

Mr. WANG Junze (O O O ), aged 48, is an executive Directorandthe 00000048000 00000000003
Chief Financial Officer of the Company. He joined the Company on 0000000000000 O0DO0OODOOOO
1 January 2007 and was the Company is deputy general manager of OO0 000COOO00OO0OO0OO0OOOCOOOOOO
China region, who was responsible for the accounting and finance OUOOO0 OO OO (Rutgers)D0 00000000
matter of the Group. He obtained a Master of Business 000000000 COO0OO0OOOOOOOO
Administration from the State University of New Jersey (Rutgers). He 0000000000000 O0ODOOOOO
is a certified public accountant in Maryland, the United States. Prior 0000 OO OO0O0OO0O0OOOOOOOO
to joining the Group, he was a Special Assistant to President & 0000000000000 ODOOOOOO
Deputy Spokesman of The Office of General Manager of WWX, the 00O

Spokesman and Chief Financial Officer of Panram International

Corp., a company listed on the Gre Tai Securities Market in Taiwan.

Oooooooaoo

Non-executive Director Ooo0ooo

Mr. HSU You Yuan (O O O), aged 65, a non-executive Director of 000000650000 00000000000
the Company. He joined the Group on 6 February 2007 and was 00000000000 O0OOOOCOOOOOO
appointed an executive Director on the same date. He graduated OO0 000000000 OOO0OOOCOOOOO
with a master degree in Business Administration from the Chinese 0000000000000 OOCOOOOOO
Culture University in 1980. Prior to joining the Group, Mr. HSUwas 0000000000000 O0OOOO0OOOO
the Managing Director of Wafer Works Corp. (“"WWX") from 1998 000000000 OCOOOOOOOOOO
to 2003 and later became the Vice-Chairman of WWX in 2003. do0oobooooboooboooobooooano
WWX is a manufacturer of silicon wafer for the semiconductor 000000000000 OOOODOOOOO
industry and is listed on the Gre Tai Securities Market in Taiwan in 0O 0O 0O 0O O O O 00O O OSilicon Technology
2002. He was the managing director of Silicon Technology Investment (Cayman) Corp. 00 00000000
Investment (Cayman) Corp. and was appointed the Chief Executive O O Solar Technology Investment (Cayman) Corp.
Officer of Solar Technology Investment (Cayman) Corp., responsible OO0 000000000000 O0OO0OOOOO
for overseeing, amongst others, WWX’s investment in the solar ooodoo0oooooooooooo
energy industry. In March 2006, he was appointed a director and he o0oOooooooooooooog
was subsequently appointed as the Chairman of the board of Oooooooooooooooog
Jinzhou Youhua in September 2006. Mr. HSU’s previous work ooooooooooooooooan
credentials also include acting as Deputy General Manager of Mosel o000oooooooooooooan
Vitelic Inc., a company listed on the Taiwan Stock Exchange and as Ooooooooooooooooo
a director and Executive Vice-President of Mosel Vitelic (Hong Kong) 0oooooooooooooooooao
Limited, a subsidiary of Mosel Vitelic Inc. Mr. HSU had also made oooooooooooooooooo
contributions to non-commercial sectors in the past. He served asa 0000000000000 O0O0OODOOOOO
researcher, a deputy director, and the director of Business 00000000000 OOOOOOOOO
Department of the Executive Yuan Development Fund of Taiwan OO0 O0O00O0O0O0O000O0O0OOOOOO
(Note: Executive Yuan Development Fund is now known as National 00000000000 O0O0O0O0O0OOOO
Development Fund, Executive Yuan). He was also a lecturer of O000000O0OO0OO0OO0OOCOOOOOOOO
Statistics and Managerial Mathematics for the Business

Administration department at the Chinese Culture University. Mr.

HSU has been an independent non-executive director of China

Shanshui Cement Group Limited, a company listed on the Main

Board of the Hong Kong Stock Exchange, since September 2018.
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Directors (continued) O Oooo
Independent Non-executive Directors ooooooad

Dr. WONG Wing Kuen, Albert (0 O O ), aged 68, was appointed an OO0 0006800000000 0O0OOOOO
Independent non-executive Director on 12 January 2008. Dr. Wongis 00000000 OOOCOOOOOOCOOOO
a fellow member of The Institute of Chartered Secretaries and 00000000000 O0OOOOOOOOOO
Administrators, The Hong Kong Institute of Chartered Secretaries, 000 000000000000 O0OOOOOO

The Taxation Institute of Hong Kong, Chartered Institute for 0000000000 OOCOOOOOOOOO
Securities and Investments, UK, Association of International ddooOoooODOoOO0OO0O0O0oO0oOoooooo
Accountants, Society of Registered Financial Planners, Hong Kong, 00000000000 O0OOCOOOOOOOO
The Institute of Certified Public Accountants in Ireland, UK, as well 000000 OooooooooooooOooaon
as a member of Hong Kong Securities Institute, The Chartered OO0O0OO0OOO0OO0O0OO0OOCOOOCOOOOOOO
Institute of Arbitrators, Macau Society of Certified Practising 000000 OCOO0OO0OOO0OOOCOOOOOOO
Accountants and an associate member of The Chartered Institute of 0000000000000 000OOOOAIM
Bankers in Scotland, UK. Dr. WONG had been a director and Chief 0 0 0O O O O Rare Earths Global Limitedd O O O
Executive Officer of Minghua Group International Holdings Limited, a 0000000000 O0COOO0OO0OOOOCOOO
listed public company in the United States, until 30 September OO OO OO0O0OOAIMOODOO ORare Earths

2004. Dr. WONG had also been an independent non-executive  Global LimitedD0 O O O0OOOOO0OOO0OOOO
director of Rare Earths Global Limited, a company listed on the OOOOOO0OO0OO0OOOOEDGARDOOOOOO
London Stock Exchange — AIM Market, since March 2012, and ooo00oooOOoOoODoOO0oO0DOOoO0oOo0oOooOO0Oono
retired as an independent non-executive director on 2 May 2014 000000000000 O0OOOOOOOOOOO
because of the cancellation of admission on AIM of the ordinary OO0 0000000000 OOOOOOOOOO
shares of Rare Earths Global Limited. According to the fiings made OO0O0O000OO0O0OOOOOCOOOOOOOO
available to public through the EDGAR database in U.S., for the O O000O0OO0OOOOOOO

quarterly period ended 30 September 2005, Minghua Group

International Holdings Limited was “a small business issuer” and “a

development stage company”. Dr. WONG was the Chief Consultant

of KND & Co. CPA Limited. KND & Co. CPA Limited was

deregistered on 31 December 2017.
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Since 1 January 2018, Dr. WONG was appointed as the Principal
Consultant of KND Associates CPA Limited. Dr. WONG has been an
independent non-executive director of APAC Resources Limited, a
company listed on the Main Board of the Hong Kong Stock
Exchange, since July 2004; an independent non-executive director of
China Merchants Land Limited, a company listed on the Main Board
of the Hong Kong Stock Exchange, since June 2012; an independent
non-executive director of China VAST Industrial Urban Development
Company Limited, a company listed on the Main Board of the Hong
Kong Stock Exchange, since August 2014; an independent non-
executive director of China Wan Tong Yuan (Holdings) Limited, a
company listed on the Main Board of the Hong Kong Stock
Exchange, since September 2017; an independent non-executive
director of Capital Finance Holdings Limited, a company listed on the
GEM board of the Hong Kong Stock Exchange, since January 2018;
an independent non-executive director of China Medical &
HealthCare Group Limited, a company listed on the Main Board of
the Hong Kong Stock Exchange, since December 2018; an
independent non-executive director of China Medical & HealthCare
Group Limited, a company listed on the Main Board of the Hong
Kong Stock Exchange, since December 2018; and an independent
non-executive director of Dexin China Holdings Company Limited, a
company listed on the Main Board of the Hong Kong Stock
Exchange, since February 2019.
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Directors (continued) O Oooo

Independent Non-executive Directors (continued) O000000Oo0oO

Dr. WONG is an Independent Non-executive Director of the 000000 OO0OOCOOOOOOOOOOOOO
Company and has served on the Board for more than 10 years. As OO0 000000 OCOOOOOCOOOOOOO
an Independent Non-executive Director with extensive experience and OO0 000000000 OOOOOOOOOO
knowledge and in-depth understanding of the Company’s operations OO0 000000 O0O0OO0OOOOOOOOOOO
and business, Dr. WONG has expressed objective views and given 0000000000000

independent guidance to the Company over the past years. He
continues to demonstrate a firm commitment to his role.

Pursuant to code provision A.5.5 of the Corporate Governance Code 0000000 O00OO0OO0OOOOOOOOOO
as set out in Appendix 14 of the Listing Rules, the Nomination AS5000000000000OCOOO0O0OO
Committee and the Board consider that Dr. WONG, being a Certified 0000000000000 O0OO0OOOOOOO
Public Accountant, is able to complement the professional O O0O0OO0000O0O00ODOOOOOOOOOO
background of the composition of the Board in terms of expertise in OO0 000000 O0O0OO0OOO0OOOOOOOOO
accounting and financial reporting. Notwithstanding Dr. WONG holds OO0 00O 00000 OCOOO0OOOCOOOOO
various company directorships in listed companies in Hong Kong, he 000000000000 O0OOOOOOOOO
devoted sufficient time in fulfilling his role in the Company. During O OOOOOO0OOO

the past year, he attended and actively participated in the

discussions in all the Board meetings and committee meetings which

he was eligible to attend.

The Nomination Committee and the Board consider that the long 00000000 OO0OO0OOO0OOOOOOOO
service of Dr. WONG would not affect his exercise of independent 000000000000 OOOOOOOOO
judgment and are satisfied that Dr. WONG has the required OO00000OOOO0OO0OO0OOOCOOOOOOO
character, integrity and experience to continue fulfilling the role of 0000000000 OOOOOO

an Independent Non-executive Director and consider Dr. WONG to be

independent.

Ms. FU Shuangye (O O O), aged 51, was appointed an independent OO0 0000500000000 00000O00O
non-executive Director on 12 January 2008. Ms. FU graduated from 000000000 OOOO0OO0OO0OOOOCOOO
Wuhan University with a bachelor degree in English Literature in 0 0 00 0000 OOODOOOOOOOO
1990 and obtained her further legal studies certificate in the law O OO0 OO0OO0OOO0OO0OOO0OOOCOOOOOO0O
School of China Politics and Law University in 1997. She was 0000000000000 O0O0OOOOOO
qualified as a PRC lawyer in 1998. She was a partner of Zhonglun 0000000000000 ODOOOOOOO
W&D Law Firm in Beijing. Ms. FU is now the Managing Director 0000000000 O0OOOO0OOOOOOOO
Partner of Zhong Hao Attorneys-at-Law. She has extensive experience O000O0OO0OOOOO

in the legal profession.

Ms. FU is an Independent Non-executive Director of the Company 00000000000 O0O0O0OO0OO0OOOOOO
and has served on the Board for more than 10 years. As an 0000000000000 O0O0OO0O00OOO
Independent Non-executive Director with extensive experience and 00000000000 OCOOOOOOOOO
knowledge and in-depth understanding of the Company's operations 000000000000 O0OO0OOOCOOOOO
and business, Ms. FU has expressed objective views and given 0000000000000

independent guidance to the Company over the past years. She

continues to demonstrate a firm commitment to her role.

Pursuant to code provision A.5.5 of the Corporate Governance Code 0000000000000 OOOOOOO
as set out in Appendix 14 of the Listing Rules, the Nomination AS5500 0000000000000 0OOOO
Committee and the Board consider that Ms. FU, being a practising 000000000000 O0O0OO0OOOOOOO
solicitor, has extensive experience in legal profession. She isableto 0000000 OO0OO0OOO0OOOOOOOOOO
complement the professional background of the composition of the O OO OO0

Board in terms of law and compliance.

The Nomination Committee and the Board consider that the long OO O0OOOO0OOOOOOOOOOOOOOO
service of Ms. Fu would not affect her exercise of independent OO0 OO0 O0OO0O0O0O0O0O0ODOOOOOOOO
judgment and are satisfied that Ms. Fu has the required character, O O0OO0O0OO0OOOOOO0OOOOCOOOOOOOO
integrity and experience to continue fulfilling the role of an OO0OO0O0OO0OO0OOOOOOOOOOO

Independent Non-executive Director and consider Ms. Fu to be
independent.
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Directors (continued)
Independent Non-executive Directors (continued)

Mr. ZHANG Chun (O O), aged 87, an independent non-executive
Director, joined the Group on 12 January 2008. Mr. ZHANG
graduated from Tianjin University in 1955 and conducted research on
semiconductor silicon material in DO OOOO00OOO0O (Beijing
Non-Ferrous Metal Research Institution) in the same year. During
1965 to 1979, he was involved in the establishment of the
semiconductor materials factory in Emei and the monocrystalline
silicon factory in Luoyang and their production and technological
management. During 1979 to 1998, he was the supervisor of a
semi-conductor material research unit of Beijing Non-Ferrous Metal
Research Institution, the supervisor of the OO OO OO OOO0OOO
0O O (State Semi-conductor Material Engineering Research Centre)
and he also acted as the general manager of 00 OO 0OOOOO
00O (Jinxin Semi-conductor Material Company Limited). The (a)
project on 3 to 4 inches monocrystalline silicon for the use in
integrated circuit and (b) the research project on the manufacture of
125mm monocrystalline silicon wafer for the use in 2 to 3y m
integrated circuit organized and led by Mr. ZHANG received O 0O O
000000 (the Science and Technology Progress First Prize) by
the China National Non-Ferrous Metals Industry Corp. Mr. ZHANG
was granted a special subsidy of government from the State Council
since 1992, was awarded the title of Supreme Model for the Labour
of the Non-ferrous Metals Industry of the Nation in 1993 and was
awarded as a OO OO O0O0O (National Pioneer) by the State
Council in 1995.

Mr. ZHANG Chun, being in advanced age, did not offer himself for
re-election at the AGM held on 18 June 2019 and will retire as an
independent non-executive Director, a member of the audit
committee and remuneration committee of the Board and chairman
of the nomination committee of the Board with effect from the
close of the AGM held on 18 June 2019. Mr. ZHANG confirmed that
he has no disagreement with the Board of Directors and is not
aware of any matters relating to his resignation that need to be
brought to the attention of the shareholders.
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Directors (continued)
Independent Non-executive Directors (continued)
Ms. FENG Wenli (O O O ), aged 63, graduated from Northeastern
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O Oooo
OO00O0O000O0OoOr
00000000000 e30000000000

University in 1982 with a major in semiconductor materials. Fromthe 0000000000 O0O0OOOOOOOOOO
same year, she worked in O O O O O O O O (luoyang O0000OQOOOOO0OOOOOQCOOOOOOOO
Monocrystalline Silicon Factory*). She was mainly engaged in 00000000 O0O0OOOO0OOOOOOOOO
semiconductor-grade monocrystalline silicon ingot-pulling technology 0000000000 O0OO0OOOOOOOOOO
and technical quality management. In 1990, she served as Chief 0000000 O0OOOO0OO0OOOOCOOOOOO
Engineer of Luoyang Monocrystalline Silicon Factory. In 1993, she 00000000000 OO0OOOOOOMEMC
served as the Secretary of Party Committee of Luoyang 0000000 OO0OO0OOOOOOOOOOOO
Monocrystalline Silicon Factory and from 1995 onwards, she O00000OOOOOOOOOOOOOOOOO
concurrently served as General Manager of Sino-US joint venture O O0O00O0OO0OOCO0OO0OOOOOOOCOOOOO
company 00 O0OOO0OOOO0O0O (MCL Electronic Materials Co., 0000000000 O8OOOOOOOOOO
Ltd.*) and has received training on monocrystalline silicon ingotand 00000000000 OCOOOOOOOOO
wafer technologies and management training from MEMC of the 00000000000 OCOOOOOOOOO
United States. In October 2000, she worked as Deputy General 000000000 OOOOOOOOOOOO
Manager of 0 OO 0O0O0O0O0O (GRINM Silicon Guotai Co., Ltd.*) oo0o0oODoOoOOoo0DODODODODODODOOoOOOoOooOaon
under DO OOOOOOOO (Beijing General Research Institute For 00000000 OCOOOO0OOOOOOOOO
Nonferrous Metals*). She was responsible for the technical quality O00O0OOOO0O0OO0OO0OO0OO0OOOOOOOOOOO
and production of heavily blended monocrystalline silicon ingotsand OO0 0000000000 O0OO0OOCOOOOOO
wafers, and participated in the national science and technology O0OOOOO0OO0O0OOOOOOO

research and development project work on 8-inch heavily arsenic
blended monocrystalline silicon. She served as the Deputy General
Manager of O O 0O O 0O O OO O O O O (Shanghai Shenhe
Thermomagnetic Electronic Materials Co., Ltd.*) in March 2003,
where she was responsible for monocrystalline ingot and wafer
production. She has also received training on wafer production,
technology and management from OO0 O 0O 0O OO (Toshiba
Ceramics Co., Ltd.*) of Japan. She was the General Manager of O
OO0O0O0o0OooOoogoood (Inner Mongolia Minaji Photovoltaic
Materials Co., Ltd.*) in 2006, where she was responsible for the
production of solar monocrystalline silicon and the production of
heavily blended monocrystalline silicon. She retired in 2016 and was
appointed an Independent non-executive Director on 18 June 2019.

The Directors’ interest or short positions in the shares or underlying ooooooooooooooooooag
shares in the Company within the meaning of Part XV of the 00mooooooomoXvoooooao
Securities and Futures Ordinance (“SFO") are set out in the section Oo000oDooooDoooooooooon
headed “Interest and Short Positions of the Directors and the Chief O00o00oo0oooooOoooooooo
Executives of the Company in the Shares, Underlying Shares and 0000000 ooO0o0oOoooOoooOoo

cooooOoOOcOoO0oOooooooooooao
ooooooooooooooooooda
o0ooooOoOoooOoocOooeoocOooOodn
O000-0000000o0ooOoO0oOooDooo
oo0oooooooOooOoOooOOooOoOoooD
0000000000 ooOooooi13.512)o0
oooo

Debentures of the Company and its Associated Corporations” in this
annual report. Each Director has been appointed for a term of three
years. The Directors’ emoluments, the basis of determining the same
(including any bonus payments, whether fixed or discretionary in
nature, irrespective of whether the Director has or does not have a
service contract) and the Directors’ fees are set out in note 9 to the
Financial Statements and the section headed and “Report of the
Directors — Emolument Policy” of this annual report. Save as
disclosed above, each Director confirmed that there are no other
matters that need to be brought to the attention of the
shareholders of the Company and there is no other information
which is required to be disclosed pursuant to Rule 13.51(2) of the
Listing Rules.
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Senior Management

Mr. YUEN Kin Shan (O O O), aged 38, is the Financial Controller,
Company Secretary and Investor Relations Director of the Company.
He holds a Bachelor of Commerce in Finance and Accounting from
the University of New South Wales in Australia and a Master of
Business Administration from The Hong Kong University of Science
and Technology. He is also a member of the Hong Kong Institute of
Certified Public Accountants and CPA Australia. He joined the
Company in September 2014 and has over 10 years of experience in
auditing, accounting, financial management and corporate finance.

Mr. LI Hongbang (O O O), aged 47, the General Manager of Ingot
Pulling and Wafer Slicing Business Department of the Group. He
joined the Group in 2003. He graduated from Zhejiang University in
2010 with a bachelor’'s degree in marketing. From 2005, Mr. LI
served as the office supervisor. Mr. LI was the head of Sales
Department since 2007 and the supervisor of Shanghai Marketing
Center and the head of Sales Department since 2009. Later, he
became the director of Group Production Planning Department in
2013. He has served as the General Manager of Ingot Pulling
Business Department since May 2014, and also served as the General
Manager of Wafer Slicing Business Department since August 2015.

Mr. WANG Lixin (O O 0O), aged 52, the General Manager of Cell and
Module Business Department of the Group. He graduated from the
Party School of Liaoning Province in 2000. Prior to joining the
Group, Mr. WANG was the Chief Engineer of Jinzhou Thermal Power
Corporation (DO OO 0OOO) from April 1990 to May 2008. He
joined the Group as the head of Cell Business Department and
Equipment Department in 2008 and later became the plant head of
Cell Business Department since 2012 and the general manager of
Cell Business Department since 2014. He also served as the General
Manager of Module Business Department since January 2018.

Mr. ZHANG Hai (O O), aged 37, the Vice General Manager and
general manager of R&D quality assurance centre of the Group. He
joined the Group in May 2009. He graduated from Northeastern
University in 2006 with a bachelor's degree in information
technology and business management and is an electrical engineer.
In 2010, Mr. ZHANG was employed by Huachang Photovoltaic
Technology Co., Ltd (0O OO OO0 O0OO) as the head of Quality
Assurance Department. He served as the head of Group Quality
Control Department in 2012 and the director of Group Quality
Management Department in February 2014. In August 2014, he
became the general manager of Module Business Department. Since
January 2018, he served as the Vice General Manager and General
Manager of R&D Quality Assurance Centre of the Group.

Ms. CHEN Linlin (O O O), aged 42, is the General Manager of the
Group’s Service Assurance Center. She graduated from Dalian
University of Technology in 2000 with a bachelor's degree in
chemical engineering. She obtained a Master of Business
Administration from Dalian University of Technology in 2006. She
joined the Group in 2006 and has held various positions including
project manager, project director, production planning director,

planning director, and administrative director. Since February 2018,
she serves as General Manager of the Group’s Service Assurance
Center.
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Senior Management (continued)

Dr. LIU Aimin (O O O), aged 51, is a member of the Group’s
Corporate Strategy Committee. He joined the Group in 2017. He
graduated from Lanzhou University in 1990 with a bachelor’s degree
in Physics and, in 1997, obtained a Ph.D. in Semiconductor Materials
and Devices from the Institute of Semiconductors, Chinese Academy
of Sciences. Thereafter, he studied abroad in Israel, Japan and New
Zealand. After returning to China in 2002, Dr. Liu was appointed
professor at the School of Physics of Dalian University of Technology
and also the Director of its Solar Cell Research Centre. In 2014, co-
operating with the Group’s companies, they accomplished the “863”
Black Silicon Solar Cell Technology Project (“863” O OO OO OO
0O 0O 0O) (the “Project”) under the National High-Tech Development
Research Program (0O O OO OO OOOO) of the Ministry of
Science and Technology (O O O O O). The Project covers the
research on improving solar cell efficiency through nano-structures
and passivation of the surface of black silicon. Dr. Liu was the Chief
Scientist of the Project. He is also a Review Expert for the National
Science and Technology Progress Award.

Mr. LUO Qian (O O), aged 51, the General Manager of Solargiga
Energy (Qinghai) Co., Ltd of the Group. He is a delegate of the 15th
People’s Congress and the 16th National People’s Congress Standing
Committee of Xining City. He joined the Group in 2010. He
graduated from the Faculty of Chinese of Qinghai Normal University
in 1992. From 1992 to 1997, he worked in the labour service
company of Qinghai Provincial People’s Political Consultative
Conference (OO D0OOO0OODODOOOO). He served as General
Manager of Xining Zhanging Electronics Co., Ltd. (D0 O OO O OO
0O00) from 1997 to 2009. In 2009, Mr. Luo invested in Qinghai
Chenguang New Energy Co., ltd. (0D OO0 ODOOOOOOO)
(“Qinghai Chenguang”). In 2010, the Group acquired Qinghai
Chenguang and changed the name to Solargiga Energy (Qinghai)
Co., Ltd. He then was appointed by the board of directors of the
Company as the General Manager of Solargiga Energy (Qinghai) Co.,
Ltd.

Mr. ZHANG Yubo (O O O), aged 39, is the General Manager of
Qujing Yangguang Energy Silicon Materials Co., Ltd. of the Group.
He joined the Group in 2005. He graduated from Shenyang Ligong
University in 2004 with a bachelor’s degree in Metalic Materials. Mr.
Zhang became the Group's Head of Technical Department in 2007
and then the Head of the Group’s Yangguang manufacturing plants
in Jinzhou in 2009. Later in 2014, he served as the Production
Planning Director. Since 2017, he was appointed General Manager of
Qujing Yangguang Energy Silicon Material Co., Ltd. (0O O OO O
ooooooao).

Mr. SATO Masanobu (O O O O), aged 50, is the Quality Director of
Solar Cell Business Department and Technology and Quality Director
of Module Business Department of the Group. Prior to joining the
Group, he worked in Sharp Corporation from 1988 and had worked
in the semiconductor field for 18 years. After which, for 10 years
from 2006, he served as the Quality Manager in the Department of
Photovoltaic Systems in Sharp Corporation. Since 2016, he serves as
the Quality Director of Cell Business Department and Technology and
Quiality Director of Module Business Department of the Group.
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REPORT OF THE DIRECTORS
ESEHES

The Directors present the annual report together with the audited
consolidated financial statements for the year ended 31 December
2019.

Principal Activities




Report of the Directors
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Financial Statements and Dividends

The profit of the Group for the year ended 31 December 2019 and
the Group’s financial position as at that date are set out in the
financial statements on pages 78 to 204. The Directors do not
recommend the payment of a final dividend for the years ended 31
December 2019 and 2018.

Transfer to Reserves

Loss attributable to shareholders of the Company for the year ended
31 December 2019 was RMB355,492,000 (2018: loss of
RMB222,402,000) had been transferred to reserves. Other
movements in reserves are set out in the consolidated statement of
changes in equity on page 82.

As at 31 December 2019, distributable reserves of the Company
amounted to approximately RMB1,136,994,000 (2018: RMB1,131,488,000).

Charitable Donations

Charitable donations made by the Group during the year amounted
to RMB192,000 (2018: RMB659,000).

Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Group as at
31 December 2019 are set out in note 28 to the financial
statements.

Property, Plant and Equipment

Details of acquisitions and other movements in property, plant and
equipment are set out in note 14 to the financial statements.

Share Capital

Details of the movements in share capital of the Company during
the year are set out in note 35 to the financial statements.

Five-year Financial Summary

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

The Directors during the financial year and up to the date of this
report were:

Executive Directors

Mr. TAN Wenhua, Chairman
Mr. TAN Xin
Mr. WANG Junze

Non-executive Director
Mr. HSU You Yuan

Independent Non-executive Directors

Dr. WONG Wing Kuen, Albert

Ms. FU Shuangye

Mr. ZHANG Chun (retired with effect from 18 June 2019)
Ms. FENG Wenli (appointed with effect from 18 June 2019)

In accordance with the provisions of the Company’s articles of
association, Mr. TAN Xin, Mr. Wang Junze and Mr. HSU You Yuan
will retire by rotation at the forthcoming annual general meeting.
Mr. TAN Xin, Mr. Wang Junze and Mr. HSU You Yuan, being
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Report of the Directors

Related Party Transactions oooon
During the year ended 31 December 2019, transactions with the 00000000 OCOOOOOOOCOOOOO
following parties are considered to be related party transactions: OO0oooooooooooo
Name of party 0 0 00O Relationship 0O O
Jinzhou Huarong Property Management Company Limited Controlled by Tan Wenhua, Chairman of the Company
OooooOoooOooooo ooooooooooao
Jinzhou Youlin Semi-Conductor Material Co., Ltd. Controlled by spouse of Tanxin, an executive director of the
Company
ooooOoooOoooooo ooooOo0ooOoOooOooooo

Jiangsu Oriental Huida New Energy Technology Co., Ltd. (“Huida”) Associate of the Group

oooo0oCoOoO0oOo0OoOo0ooODmoom oooooooa

Jinzhou Huachang Photovoltaic Property Development Co., Ltd. Controlled by Tan Wenhua, Chairman of the Company
ooooO0oOooOooooboooo ooooboooooooao

Liaoning Little Giant Energy Technology Co., Ltd. Associate of the Group
O0oooOO0ooOoOooooooo ooOoooooa

Details of the related party transactions are disclosed in note 40 to O0O00O0OO0OO0OOOOOOOOOOOO40000
the financial statements.

Continuing Connected Transactions oooooo

The Company confirms that it has complied with the disclosure 0000000000000 OOM4ADOOOO
requirements in accordance with Chapter 14A of the Listing Rules in OO00O0OO0OOOOOOCOOOOO
respect of the Company’s continuing connected transactions.

Connected Transaction godnd

For the year ended 31 December 2019, the related party transactions 0000000000000 O0OO0OOCOOOOO
disclosed in note 40 to the financial statements did not constitute OO 04000000000000000O0O0O0O
connected transactions or continuing connected transactions under O14A0 00000000000 OOOOOOO
Chapter 14A of the Listing Rules.

Share Option Scheme oooon

The Company did not have a share option scheme as at 31 00o0O0oD0DOo0OoO0oDOoOooOoOooooooo
December 2019. oooo
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Purchase, Sale or Redemption of the
Company’s Listed Securities

There was no purchase, sale or redemption by the Company or any
of its subsidiaries of the Company’s listed securities during the year
ended 31 December 2019.

Interest and Short Positions of the Directors
and the Chief Executives of the Company in
the Shares, Underlying Shares and Debentures
of the Company and its Associated
Corporations

As at 31 December 2019, so far as the Directors are aware, the
Directors and the chief executives of the Company and their
associates had the following interests in the shares, underlying
shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO")), as recorded in the register required to
be kept under Section 352 of the SFO or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code:

goboogoooboobooood

oooooOoO0oocOoOOooOocOooOoOobOOoOooo
oooooOoO0oocOoOOooOoOoOocOooOoOooo
ooooooo
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gobogoooooooboboad
gooooodagad

oooObO0ooobObOoobooooboDbon
oboooo0oocoOobOoo0oobobOooooDn
oobooboOoobOoooooooomOon
Oo0D0O0mMmoXvOoo oooooDOoOoOoo
OOo0O0ODoOO0OO000O0DOOO0OO00035200
obooo0oocoOobOoooobobooooDn
obooboooooooo

Approximate

Number of ordinary percentage of

shares held shareholding
(Note 1) (%)
Name of Director Nature interest ogoooooao gooooog
oooo oooo ooo10o (%)
Mr. TAN Wenhua Beneficial interest (Note 2) 556,924,443 (L) 17.34%
goooad Oo00o0oooo20d
Interest of a controlled corporation (Note 2) 155,320,308 (L) 4.84%
0o00D0000Ooaoz20
Mr. WANG Junze Beneficial interest 100,500 (L) 0.01%
goooad ogooo
Mr. HSU You Yuan Beneficial interest 15,591,016 (L) 0.49%
goooad oooo
Notes: ood
(1) The letter “L” denotes the person’s long position in such securities. (1) O0ooLooooooogooooog

000000000000000000000
07122447510 000000000000 0()
556,924,4430 0000000000 O0O00
000G 155,320,3080 00000000000
00ooo0oo0o0oooO0oOoOoooon

(2) As at 31 December 2019, Mr. Tan Wenhua is interested in an aggregate  (2)
of 712,244,751 share of the Company, of which (i) 556,924,443 share
of the Company are directly held by Mr. Tan Wenhua; and (ii)
155,320,308 share of the Company are held by You Hua Investment
Corporation, which is wholly-owned by Mr. Tan Wenhua.
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Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares

As at 31 December 2019, so far as the Directors are aware, save as
disclosed above, the following substantial shareholders (not being a
Director or chief executive of the Company) had interest or short
positions in the shares and underlying shares of the Company as
recorded in the register required to be kept under section 336 of the
SFO or have otherwise notified to the Company:
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Approximate

Number of ordinary percentage of

shares held shareholding

(Note 1) (%)

Name Capacity opoooooao opoooooao

ooooao oo ooo1o (%)

Hiramatsu International Corp. Beneficial owner 304,261,692 (L) 9.47%
oooDoo

Hiramatsu Hiroharu (Note 2) Interest of a controlled 304,261,692 (L) 9.47%

0ooo20 corporation
oooooao
Notes: ooo
1. The letter “L” denotes the person’s long position in such securities. 1. 00LO0o00o0o0oO0OO0OO0OO0OO0OO0OO0OO0
2. To the best of the Directors’ knowledge, information and belief having 2. 0000000000 OoDooooooOao

made all reasonable enquiry, Hiramatsu International Corp. is wholly-
owned by Hiramatsu Hiroharu as at the date of this report. By virtue of
the SFO, Hiramatsu Hiroharu is deemed to be interested in the shares
of the Company held by Hiramatsu International Corp.

Other Persons’ Interests and Short Positions’
in Shares and Underlying Shares

As at 31 December 2019, so far as the Directors are aware, save as
disclosed above, the other persons or corporations (not being a
Director, chief executive or substantial shareholder of the Company)
who have interest or short positions in the shares and underlying
shares of the Company as recorded in the register required to be
kept under section 336 of the SFO or have otherwise notified to the
Company were as follows:

000000000 00Hiramatsu Hiroharu
0 O O Hiramatsu International Corp. 00 O 0O OO
0 0O 0 00O Hiramatsu HiroharuO O O O Hiramatsu
International Corp.0 0000000000000

gogouobbobodoodgaonn
gogoo
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000000000000000000000
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00033600000000000000000
oooooooo

U
[




58 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000

Report of the Directors
googod

Other Persons’ Interests and Short Positions’ 000000 O0OO0OO0OOOO0OO
in Shares and Underlying Shares (continued) 000 Oooo
Approximate
Number of ordinary percentage of
shares held shareholding
(Note 1) (%)
Name Capacity ooooooao ooooooao
ooooo OO0 oooio (%)
Wafer Works Investment Corp. Beneficial owner 248,759,822 (L) 7.75%
("Wwic") ooood
Wafer Works Corp. (“WWX") (Note 2) Interest of a controlled 248,759,822 (L) 7.75%
corporation
000000000 0WO0OO0OO0O0MO020 gooooo
Notes: ooo
1. The letter “L” denotes the person’s long position in such securities. 1. J0LODOoOoO0oOoOOOOOOODOOO
2. To the best of the Directors’ knowledge, information and belief having 2. 00000 o0DooOO0O0O0OoOoOO0O0oOoooOoOOoO

made all reasonable enquiry, WWIC is wholly-owned by WWX as at the
date of this report. By virtue of the SFO, WWX is deemed to be
interested in the Shares held by WWIC.

Save as disclosed above, as at 31 December 2019, the Directors are
not aware of any other person or corporation having an interest or
short position in shares and underlying shares of the Company
which fall to be disclosed under the provisions of Division 2 and 3 of
Part XV of the SFO.

Directors’ Interest in Potentially Competing
Businesses

Mr. TAN Wenhua, being the executive Director, is interested in other
related businesses, particulars of which are set out below:

Previously, Mr. Tan held approximately 40% interest in Jinzhou
Changhua. On 13 June 2018, Mr. Tan disposed of all his
shareholdings in Jinzhou Changhua to an independent third party.
After the disposal, Mr. Tan does not hold any interest in Jinzhou
Changhua. Jinzhou Changhua is engaged in the manufacturing of
graphite and graphite related products. The business of Jinzhou
Changhua does not compete with that of the Group. lJinzhou
Changhua, as a company which manufactures graphite and graphite
related products, is not a competitor of the Group because (a) the
Group is not engaged in the manufacturing of graphite or any
graphite related products; and (b) graphite is not a substitute for
polysilicon in the manufacturing of solar products currently produced
by the Group.

goooooOoOoooOooOooooowwicoOo
goo0oocoO0oooooOoooOooowwicoO
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Non-competition Undertaking

The Directors confirm that they have no interest in any business
(apart from the Group’s business) which competes or is likely to
compete, either directly or indirectly, with the Group’s business. The
Directors have also signed a non-competition undertaking with the
Company.

Disclosure on how the non-competition undertaking has been
complied with and enforced would be consistent with the principles
of making voluntary disclosures under the Listing Rules.

Pursuant to the Non-competition undertaking, Mr. TAN Wenhua shall
continue to be bound by the terms of the non-competition
undertaking in the event that he ceases to be a Director but remains
a substantial shareholder of the Company.

The interested Director shall abstain from the meeting where there is
actual or potential conflict in interest.

During the year ended 31 December 2019, the Company had not
received any information in writing from Mr. TAN Wenhua in respect
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Permitted Indemnity Provision

During the year ended 31 December 2019 and as at the date of this
report, the Company has arranged for appropriate insurance cover
for Director's and officers’ liabilities in respect of legal actions
against its Directors and senior management arising out of corporate
activities.

Pursuant to the Company’s Articles of Association, the Directors shall
be indemnified and secured harmless out of the assets of the
Company from and against all actions, costs, charges, losses,
damages and expenses which they shall or may incur or sustain by
reason of any act done, concurred in or omitted in or about the
execution of their duty.

Emolument Policy

The emolument policy of the employees of the Group is set out by
the Remuneration Committee on the basis of their merit,
qualifications and competence.

The emoluments of the Directors are decided by the Remuneration
Committee, having regard to the Company’s operating results,
individual performance and comparable market statistics.

Retirement Benefit Schemes
Particulars of the retirement benefit schemes of the Group are set
out in note 34 to the consolidated financial statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company's
articles of association, or the law of Cayman Islands, being the
jurisdiction in which the Company is incorporated under which
would oblige the Company to offer new shares of the Company on
a pro-rata basis to existing shareholders.

Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules as the code of conduct regarding securities
transactions by the Directors. Special enquiries have been made by
the Company to confirm that all Directors have been complied with
the Model Code for the year ended 31 December 2019.

Corporate Governance
Principal corporate governance practices adopted by the Company
are set out in the corporate governance report on pages 32 to 43.
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Audit Committee 00000

ooooooOooOoOooooOoOooOooo
ooooooO0oooo0ooO0oooooooao
oo0ooOo0ooOoOooOO0oDOOoO0ooooooDOo
ooooOoooOooooooooo

The Company established an Audit Committee with written terms of O
references adopted in compliance with the Code set out in
Appendix 14 of the Listing Rules. The members of the Audit
Committee are the three independent non-executive Directors, and
Dr. Wong Wing Kuen, Albert, an independent non-executive
Director, is the Chairman of the Audit Committee.

I o |
OoooOod

ooooooooooooooOooooo
oooooooooooobOooDooooaon
oooooooooooooooooon
oooooooOoocOoOoO0obOOoOooOoOoDnDOo
ooooooooo

The Audit Committee is to serve as a focal point for communication
between other Directors, the external auditor and the internal
auditor (where an internal audit function exists) of the Company as
regards their duties relating to financial and other reporting, internal
controls, external and internal audits and such other financial and
accounting matters as the Board determines from time to time.

o o
OooOood

oobooooooooOoOobDoOooobooao
obooobDooOooOoooOoooocooooo
oooocoooooooOobOoooOooan
oooooOocOooOoO0oOOoOoOoO0oDOOoO0oo
oooocOoooooooOooOocOoOogan
oo0o0O0oOoOOoOooOOocOooOO0oDoOOoOooOOoDOo

The Audit Committee is to assist the Board in providing an
independent review of the effectiveness of the financial reporting
process, internal control and risk management system of the Group,
overseeing the audit process and performing other duties and
responsibilities as may be assigned by the Board from time to time
and the Company considers these systems effective and adequate.
The audit committee has reviewed the Group’s interim and annual
consolidated financial statements for the year 2019, including the
accounting principles and practices adopted by the Group.

Dividend Policy o000

In considering the payment of dividends, there shall be a balance 0000000000 OQCOOOOOOOOOO
between maintaining sufficient capital to grow the Group’s business O000OO000O0O0O0OO00O0OOOOOOOOO
and rewarding the shareholders of the Company. The Board shall OOOOOOOOOOOOOOOOO

take into account the following factors, among other factors:

Ooooooogod
Oooooogd

O

(@) the Group’s overall results of operation, financial position, (a) OO00000000000OOOOO0OO

liquidity position, capital requirements, cash flow and future ooooooooooooogg
prospects;
(b)  the amount of distributable reserves of the Company; (b DOODODODODOOOOOOO

(c)  the expected capital requirements and future expansion plans (¢) 000000000000 O0OOOO0
of the Group;

O

(d)  the general business and regulatory conditions, the business  (d) 000000000000 o0o0oOoDOoOoon
cycle of the Group and other internal or external factors that Joodooooooooooooooao
may have an impact on the business or financial performance ooo
and position of the Group;

O

(e)  the statutory and regulatory restrictions; (e) oooooooag

) the contractual restrictions on the payment of dividends by the  (f) 000000000000 00000a0aon
Company to the Shareholders or by the subsidiaries of the oooooo
Company to the Company;

(g) the Shareholders’ interests; and (9p Ooooooo

(h)  other factors that the Board deems relevant. () OODODOOOODOOOOO0OO
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Sufficiency of Public Float

As at the date of this annual report, the Company has maintained the
prescribed public float of not less than 25% of the issued share
capital of the Company pursuant to the Listing Rules and as agreed
with the Stock Exchange, based on the information that is publicly
available to the Company and within the knowledge of the Directors.

Confirmation of Independence

The Company has received from each of the independent non-
executive Directors an annual confirmation of independence pursuant
to Rule 3.13 of the Listing Rules and considers all the independent
Non-Executive Directors to be independent.

Auditors

Ernst & Young was appointed by the Directors to conduct audit on
the financial statements of the Company for the year ended 31
December 2019. A resolution will be proposed at the forthcoming
annual general meeting to reappoint Ernst & Young as the auditors
of the Company.

By Order of the Board
TAN Wenhua
Chairman

Hong Kong, 31 March 2020
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This Environmental, Social and Governance (the “ESG”) Report O0OO0O0O0ODOOOOODOOOOODOODOOOO
published by the Group is in accordance with the Environmental, 0000000000000 O0OO0OOOOOOO
Social and Governance Reporting Guide issued by the Stock 00000000000 OOOOOOOOOO
Exchange (the “ESG Reporting Guide”). This ESG report mainly 000000000000 O0O0O0OOOOOOOO
covers the policies, initiatives and performance of the Group’s O0O0OO00000O00O00OOO0OOOOOOOOOO
business for the year ended 31 December 2019. The Company 00000000 OO0OOOODOOOOOOOOO
confirms that it has complied with the “comply or explain” O0000OO0O0OO0O0O0O0OO0OO0OOO

provisions set out in the ESG Reporting Guide for the year ended 31

December 2019.

Environmental OO0
OAIOO0O0

ooooooob0ooo0oooooooooaon
oooooooboooOooooooo0Oaon
ooooo0ooO0oooOooOoOooOooooo
ooooooooooooooooooan
oooooooboooooooooooon

Aspect A1l: Emissions

As for environmental protection, the Group continues to invest in
energy-saving equipment and emphasize green production while
constantly advancing its technology in energy saving, emissions
reduction and clean production. The Group also controls stringently
the emission of wastes. According to its waste management policy,
wastes have to be minimized, reused and recycled before the last 0Oo000oo0oDoooooooooOoooon
resort of disposal. The Group regularly keeps track of the latest 000000 ooOoooooDooooao
national and regional environmental laws and regulations, complies 0000000000000 O0OO0OOOOOOO
with relevant laws and rules such as the Environmental Protection OO0 00000000000 OOOOOOOO
Law of the People’s Republic of China (DO OO ODO0OOOOOO), O0O00000OCO0OOO0OOOOOOOOOOOOO
the Environmental Impact Assessment Law of the People’s Republic 000000000000 OCOOOOOOOO
of China (00D DO0OO0OOUDUOOODODO) and the Law of the O OOOO

People’'s Republic of China on Prevention and Control of

Environmental Noise Pollution (000D 00000 DOO0OO0OOOOO

0), and takes various measures to achieve better performance in

environmental protection amid daily office activities and specific

business operations. During the year, the Group was not subject to

any fines or related litigation in relation to environmental pollution.

Oooooogo [
Ooooooodg

Air pollutant emissions Oooooooad

Air emissions include NOx, Fluoride, and other pollutants regulated Jo00o0ooooooooooooooooaon
under national laws and regulations. Pollutants are primarily emitted 000000000 OO0O0OOOOOOOOO
from the raw material cleaning process. The fumes produced during 0000000 OO0O0OO0OO0OQCOOOOOOOO
the acid treatment of silicon feedstock by hydrofluoric acid and nitric 0000000000 OOOOO

acid are eventually treated and emitted through the acid mist

towers.
Air pollutant emissions of the Group are detailed below: oooooooooooooo
2019 2018
goono oooo
Fluorochemicals O O O 0.60 tonnesO 1.39 tonnestd
Hydrogen fluoride O O O 0.03 tonnes(] 0.05 tonnesO
Hydrogen chloride O O O 0.13 tonnes[] 7.25 tonnesd
Chlorine gas O O 0.25 tonnes(] 7.25 tonnesd

Nitrogen oxides O O O O 0.63 tonnes[] 0.14 tonnesO
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Greenhouse gas emissions oooooao

Greenhouse gas emissions reflect the impact of our businesses on OO0OO0OOO0OO0OOOOOOOOOOOOOOOO
climate change. Greenhouse gases include carbon dioxide, methane, 000000000000 OOoOooOOoooOOaon
nitrous oxide, hydrofluorocarbons, perfluorocarbons and sulphur OO0O0O0O0OCOOOOOOOOOOCOOOOO
hexafluoride. Our greenhouse gas emissions were mainly attributable OO0OO0O0OOO0OOO0OOOOOOOOOOO

to the indirect emissions from purchased electricity.

Indirect greenhouse gas emissions (scope 2): O0o0D0O0O0O00OooOoz0m
carbon dioxide (CO,) equivalent emissions oooooooo(co,)
2018: Approximately 231,688 tonnes Oo0ooDOd231,6880
2019: Approximately 303,290 tonnes 0000O0OO0O303,2900

Note: An emission factor of 0.88 tonnes CO,-e/MWh was used for calculating OO0 000000000080 000000000

electricity consumption. ooooooo
Hazardous wastes ooooo
The hazardous wastes generated by the Group mainly included: OO0O00o00oO0ooooooooood
2019 2018
gooo ooono
Spent activated carbon felt cartridges 0 O OO0 000 0.5 tonnes 0.12 tonnesOd
Waste EVA/TPT edge strips O EVA/TPTO O 0.5 tonnes([] 6 tonnesO
Waste oil O O 93.6 tonnes(] —

Spent activated carbon felt cartridges are generated during the solar OO OO0O0OO0OOO0O0OOO0OOOOOOOOO
cell etching process and contain mainly activated carbon. Filtration O O0O0OO0O00O00OO0OOCOO0OOOOCOOOO
through the activated carbon-based organic gas flaring towers gives O OO0 00 0O O0OOO0O0OOO0OOOOOO
rise to fluorochemical residues. Ethylene vinyl acetate (“EVA”) is [MDEVAO OO OOOODOOOOOOOOO
produced by our module assembly companies during the trimmingof 00000000000 OO0OOOOOOOO
redundant edge strips in the process of module encapsulation. Tedlar O TPTOO O OO OOOOOOOOOOOO
polyester tedlar (“TPT"”), a solar panel material, is also produced by 000000000 O0OOOO0OOOOOOOO
our module assembly companies during the trimming of redundant O OO OOPMMAO O OOOOOOOOOO
edge strips in the course of module encapsulation, involving OOO0OO0OOO0OO0OOOO0OO0OOOOO

materials such as polyvinylidene fluoride and PMMA copolymers,

polyethylene terephthalate and tetrafluoroethylene/vinyl ester

copolymers.

Ooooooodg

Non-hazardous wastes ooooo
The non-hazardous wastes generated by the Group mainly included: 0000000000000 OOOO

2019 2018
oooo oooo

Xylene O O O — 0.2 tonned
Waste steel wire 0 0 0 12.2 tonnes( 95.3 tonnesO
Packaging waste O O O O 169.3 tonnes[] 299 tonnesO
Plastic waste 0 0 O O 160.5 tonnesO 173.1 tonnesO

Waste oil O O 115.4 tonnes(] 64.5 tonnesl



ANNUAL REPORT 2019 %k 65

About Environmental, Social and Governance Report

Xylene is used in module experiments primarily for cleaning filters, 0000000 OO0OO0OO0OOO0OOO0OOOOOOO
upon which waste materials are left behind as residues. Waste steel 0000000000000 OOOOOOCOO
wire is the major consumable used for cutting during the wafer 00000000000 OCOO0OOOOOOOO
slicing process, and the waste materials left behind are recovered by 0000000000000 O0OOCOOOOOO
professional recycling companies. The Group’s four major production OO0 0000000000 OO00OOOOOOO
operations all involve packaging equipment, raw materials, auxiliary 00000000000 0O0OOCOO0OOOOOOO
raw materials and so forth, which produce paper, wood and plastic 000000000000 O0OO0OOOCOOOOO
packaging waste, among others. Plastic waste is produced during 000000000000 O0OOOOCOOOOO
plastic packaging in the production process. Waste oil is mainly a 000000000

result of the replacement of air compressor lubricants, in particular

during the ingot pulling process.

Prevention of emissions OoO0O0

We pursue to utilize energy efficiently and take this as the primary 0000000000 O0OO0OOCOOOOOOOO
approach to reducing greenhouse gas emissions. In order to OO0O0OO0O0O0OOO0OOODOOOOOOOOOOO
continuously improve energy performance and lower carbon 000000000 OOOOOOOCOOOOO
footprint, we have implemented various energy-saving as well as 0000000000000 OO0OO0OOOOOO
emission and waste reduction measures such as the air compressor OO0O00O0O0OO0O0OO00OO0OOOOOOOOOOOO
frequency conversion transformation and air compressor heat 0000000000 O0OOOOOOOOOOO
recovery projects. Frequency conversion transformation of air OO0 0O0O0OOOO0O0OOODOO400,000000
compressors can ensure not only the effective controls of frequency OO0 00000 OO0OOOOCOOOOOOOO
conversion in air compressors but also real-time monitoring of O OO0O0O0O0O0OOO24,00000000
pressure conditions in production systems, therefore saving energy

while coping with systems’ energy demands. This can save us

approximately RMB400,000 on electricity fee per year. Likewise, the

air compressor heat recovery project can ensure effective recovery of

heat energy and reduce energy use by recovering approximately

24,000 tonnes of hot water every year.

Reduction of hazardous wastes and OOo0D0000000ood
non-hazardous wastes

The Group has specially set up the Environmental and Safety 0000000000000 O0OOCOOOOOO0
Department for monitoring and administering its various eco-friendly 0000000000000 O0OO0OOOOOO
facilities to ensure compliance with national standards for pollutant OO00OO0OO0OO0OO0O0OO0OOO0O0O0OOOOOOOO
and waste emissions. All wastes shall be minimized, reused and 0000000000000 OOOOOOOO
recycled before the last resort of disposal. As for the hazardous 00000000000 OO0OO0OO0OOOOOOO
wastes generated during the production process, industry 0000000000 O0OOOOOOOOOOO
professionals are engaged to handle their recovery and transposition, 00 00O

whereas non-hazardous wastes are sold to external parties to
minimise disposal volume.
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Aspect A2: Use of Resources

The Group strictly executes the policies, regulations and standards on
energy conservation provided by national, local and industrial
authorities, such as the Law of the People’s Republic of China on
Energy Conservation (D00 OO O0OOOOOOO0O). In order to
achieve better efficiency of resources, the Group emphasizes on
saving energy, water, materials and land, comprehensive use of
resources, and development of circular economy. The Group also
facilitates its sustainable development with better management
measures, an enhanced awareness of saving resources, and efficient
and cyclic use of resources. It strictly manages its use of resources to
ensure reasonable use of resources in the course of operation and
avoid waste. Upon assessment by our Environmental and Safety
Department, there is no significant impact brought by the Group’s
environmental and natural resource use. The Group is active in
practicing the concept of green development and promoting the
green development of the production chain.

Electricity

In 2019, electricity consumption of the Group totaled 344,648 MWh
(2018: 263,282 MWh). Electricity consumption of our four major
production operations is detailed below:

Oo0A200000
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O0000D0O0O00000DODO344,64800
OoOob0ob00z2e328200 000000000
gbooboaoog

2019 2018
oooQ oooo
Approximate Approximate
Power average Power average
consumption consumption consumption consumption
(MWh) (kWh/unit) (MWh) (kWh/unit)
oooo ooooo oooo ooooo
00000 OO0OoOoOoOooo 00000 OD0DoooOooo
Ingots 0O O 249,191 25.58/kg0 O 181,082 26.26/kg0 O
Wafers O O 26,388 0.12/piecel 24,844 0.17/pieceD
Solar cells 0 O 18,302 94.0/kw0O O 18,195 75.8/kw0 O

Modules O O 46,926 28.0/kw0O O 38,159 27.5/kw0 O
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Water

We are committed to using water in a responsible manner and have
developed relevant strategies to reduce raw water consumption and
meanwhile to review the relevant processes and perform regular
monitoring. The Group’s production plants use municipal water as
their primary water source. The use of water is regulated in
accordance with the prevailing energy management rules.
Management of second-tier energy consumption is rationalized and
measuring devices are installed to save water. The Group had no
issue in sourcing water during the year. Concentrated water
produced by ultrapure water equipment for production purpose is
reused, with the annual reuse volume reaching 120,000 tonnes. Both
ultrapure water production techniques and equipment are refined to
increase pure water output and reduce consumption of raw water.
During the year, the Group consumed a total of 1,774,814 tonnes
(2018: 1,341,085 tonnes) of raw water. Water consumption density
was 439.4 tonnes/MW (2018: 404.6 tonnes/MW).

Packing material

The main packaging material consumed by the Group is carton
boxes. These are in line with main customers’ standard packaging
requirements. The total weight of carton boxes used in 2019 was
approximately 3,108 tonnes (2018: approximately 4,036 tonnes).
Packaging material consumption density is 0.75 tonnes/MW (2018:
1.46 tonnes/MW).

Aspect A3: The Environment and Natural Resources

There is no material impact to the environment and natural
resources from our operation activities, yet to minimise the
aforementioned impact on the environment from our business
operations, the Group implements measures for environmental
protection, including using energy-efficient equipment to achieve
additional energy savings and reduce waste. To reduce energy use,
circulating water instead of coal boiler is used to provide heating in
winter seasons. Further, sewage treatment stations, acid mist
treatment towers, purification towers and so on have been
developed to achieve environmental sustainability. In future, we will
continuously contribute to environmental protection and strive for a
greener environment, in an effort to fulfill our duties as part of a
sharing community.

Social
Aspect B1: Employment

Employees are the important value of our Group. In 2019, the
Group has complied with all relevant labour laws and regulations in
respective countries and regions. The Group offers competitive
remuneration, promotional opportunities, compensation and benefit
packages to attract and retain talents. Salaries are reviewed regularly
in reference to performance appraisals and market trends.
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All employments are based on personal capabilities and qualifications 0000000000 O0OOCOOOOOOOOO
regardless of race, religion, sex, age, national origin, citizenship or 0000000000 O0OO0OOOOOOOOOOO
any other grounds of discrimination. The Group strictly prohibits 0000000000000 O0OOOOOOO
discrimination among the employees in all business operations and D000 00O000OO00DO0O0OOOOCODOOOO
also provides equal opportunity to all employees. Stringent and 000000000000 DOOOOO0OOOOOO
cautious measures such as training have been implemented by our 0000000000

human resources department in order to prevent cases of

discrimination.

Total number of employees by age group O0o0o0oooooooo

As of 31 December 2019, the Group had a total of 4,036 (31 Oo00o0oO0oooooU0oOoOoooooooooo
December 2018: 3,669) employees as categorized below: 004,0360000000000000003,669

omoocooooo

56 or
Under 25 26-35 36-45 46-55 above
5600 O
25000 26-350] 36—-45[] 46-550 oad
2019
Number of employees oo 509 1,576 1,340 547 64
2018
Number of employees oo 444 1,400 1,274 486 65
Aspect B2: Health and Safety OoOB0000O0OO0
The Group has complied with all relevant laws and regulations in OO0 000000 0OO0OOO0OOCOOOOOOOO
respective countries, especially those related to its production OO0 O0OO0OO0OOOO0OOOOOOOOOOO
processes. A series of health and safety policies isin place toensure 0000000000000 O0OOCOOOOOO
the overall safety of our working environment. All employees strictly 0000000000 O0OO0OOCOOOOOOOO
comply with all the health and safety codes and manuals of their O OO0OO0OOO0OOO0OO0OOOOOOOOOOO
production processes and departments. The Group also inspects its O00OO0O0O00OO0OOOOOOOOOOOOOOO
plants regularly to monitor and enhance the safety levels inside. OO0O00O00O00O0OO0O0OOCOOOOOOOOO
During the year, the Group did not have any non-compliance with 0O 00O
any laws and regulations in respect of employees’ health and safety.
Aspect B3: Development and Training OoB3mOoooOano
Training and development always serve as the key factors for 0000000000000 O0OOOOOOOO
business success. The Group has provided various tailor-made 000000000000 O0OOCOOODOOOO
training programs covering corporate culture, occupational safety, 0000000000000 0O0O0COOOOOO
laws and regulations, professional skills and other aspects for 0000000000000 O0OO0OOOOOOO
employees from different departments to cope with their business 00000000 O0OO0O0OOCOO0OO0OOOOOO
needs. The training programs are evaluated regularly to review the 000000000000 O0OO0OOOOOOOO
effectiveness and compared to the business needs. The Group also 000000 ODO0OO0O0OO

updates its employees from time to time on the latest information of
the industry and laws and regulations which is essential to the
Group's operations and their job responsibilities.
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Aspect B4: Labour Standards

The Group has complied with all relevant local labour laws and
regulations in respective countries. In PRC, the Group regularly keeps
track of the latest laws and regulations such as the Labor Law of the
People’s Republic of China (00O O OO OO OO) and the Labor
Contract Law of the People’s Republic of China (DO O OO OOO
OO0 00O0). The Group strictly prohibits the use of child or forced
labour in its business operations.

Aspect B5: Supply Chain Management

The Group is committed to effectively managing its supply chain and
providing customers with premium products and services, in an
effort to meet and even exceed customers’ expectations. When
purchasing products and services, the Group complies with all
applicable environmental laws, regulations and rules. Comprehensive
assessment of suppliers is performed on an ad hoc basis to
benchmark against customers’ expectations of product quality. Most
of the key suppliers maintain a close and long-term partnership with
the Group. During the year, the Group maintained good and stable
relationships with its suppliers.

Aspect B6: Product Responsibility

The quality of products is the important key to customers’ loyalty.
The Group performs high quality controls in every production
operation. Procedures and policies are established to govern all sorts
of claims and complaints. If the Group receives any claims or
complaints regarding its products and services, it will conduct
investigation in order to provide immediate and appropriate
responses to customers. This strengthens product quality and
consequently enables us to stay competitive in the market.

Aspect B7: Anti-Corruption

The Group is committed to achieving the highest possible standards
of openness and integrity. Hence, it strictly implements various
operating procedures and codes of conduct to regulate the work
ethic of the Group’s senior management and general staff.
Employees are required to declare potential conflicts of interest.
Further, a whistle-blowing policy is also in place to minimise the risk
of fraudulent acts or criminal offences occurring in the workplace.
During the year, the Group did not find any cases in breach of the
relevant laws and regulations relating to corruption, bribery,
extortion, fraud or money laundering.

Aspect B8: Community Investment

Over the years, the Group has focused on community activities and
placed great emphasis on both physical and mental health of
employees. The Group continuously organizes activities such as
badminton, billiards, basketball and table tennis, to enrich
employees’ health and cultural life and building a good corporate
culture.
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INDEPENDENT AUDITOR'S REPORT

B M % BAD ¥

Ernst & Young
/ 22nd Floor
CITIC Tower
1 Tim Mei Avenue
EY Central, Hong Kong
&k

To the shareholders of Solargiga Energy Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Solargiga
Energy Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 78 to 204, which comprise the
consolidated statement of financial position as at 31 December
2019, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs") issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA™)
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing (“HKSAs"”) issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report. We are independent of the Group in
accordance with the HKICPA's Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Key audit matters

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

ZARE BT Tel E&E: +852 2846 9888
oooo Fax {£E.: +852 2868 4432
00010 ey.com
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Key audit matters (continued) OO000O0O0Oooo

We have fulfilled the responsibilities described in the Auditor's OO000000OOOOOOO0O0000000
responsibilities for the audit of the consolidated financial statements OO 0000 0000000000000 OCOO
section of our report, including in relation to these matters. 0000000000 O0oOoo0oOooOooOooooaon
Accordingly, our audit included the performance of procedures OO OOOO0OO0OOOOOOOOOOOOOOO
designed to respond to our assessment of the risks of material OO0 O0O0OO0OO0OOOOOOOOOOOOOOO
misstatement of the consolidated financial statements. The results of 0000000000 OOOOOOOOOOOO
our audit procedures, including the procedures performed to address OO OO OOOOOOO

the matters below, provide the basis for our audit opinion on the

accompanying consolidated financial statements.

Key audit matter goooooo

Impairment of prepayment to a supplier and provision oooooooooooooooonn
for an onerous contract

A subsidiary of the Group entered into a long-term supply
contract (the “Supply Contract”) with one of its suppliers to
purchase polysilicon material in 2011. On 27 April 2018, the
supplier filed a complaint and a claim of a sum totalling
approximately US$391,000,000 against the subsidiary for
alleged breach of the Supply Contract. The supplier has
alleged that under the Supply Contract, the subsidiary shall
need to pay a total of non-refundable advance payment of
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Key audit matters (continued)

Key audit matter

Impairment of prepayment to a supplier and provision
for an onerous contract (continued)

O00O0O0OOboo

oooooo

ooooooooooooononnoinn

The case is unsettled and currently in litigation. In early
2020, the subsidiary and the supplier, in principle, agreed to
settle the matter through negotiation, the terms of which
are confidential and yet to be finalised. Going forward, the
subsidiary and the supplier will be engaged in the
negotiation and drafting of the terms of a settlement
agreement. The potential impact of the lawsuit and relevant
provision balances were material to the consolidated
financial statements and the recognition and measurement
of the relevant provisions involved significant management
judgements and estimates.

The accounting policies and disclosures of the impairment
and provision are included in note 2.4 “Summary of
significant accounting policies”, note 3 “Significant
accounting judgements and estimates”, note 18
"Prepayments for raw materials” and note 32 “Provisions”
to the consolidated financial statements.

How our audit addressed the key audit matter

We obtained and reviewed the relevant documents involved
in management’s analysis and judgement, including the
Supply Contract and its amendments, the memorandum
signed by the subsidiary and its supplier and the relevant
files of the lawsuit. We also reviewed management’s
analysis on the cost of fulfilling the onerous contract, and
communicated with the Company’s lawyers regarding the
progress of the lawsuit and related legal issues, and

obtained written confirmation from them. Based on the
documents reviewed, the analysis made on management’s
judgement, together with the confirmation from the
lawyers, we assessed whether the relevant provisions are
made appropriately and whether the matter is properly
disclosed

statements.

in the notes to the consolidated financial
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Key audit matters (continued)

Key audit matter

Impairment of property, plant and equipment

ANNUAL REPORT 2019 % 73

OO00O00OOooo

oooooao

oooooooooo

As at 31 December 2019, the Group had property, plant
and equipment of RMB1,407,159,000, which accounted for
a significant portion of the Group’s assets. Certain
subsidiaries of the Group suffered loss in year 2019 and
there was an indication of impairment for property, plant
and equipment of these subsidiaries due to the uncertainty
in the future.

Management performed impairment test accordingly by
comparing the net present value of the forecasted future
cash flows with the carrying amounts of identified cash-
generating units as at 31 December 2019, and recognised a
net impairment of RMB15,167,000 during this year.
Estimating the recoverable amount requires significant
management judgements and estimates of future sales,
gross margins, operating costs, terminal values, growth rates
and the discount rates.

The accounting policies and disclosure of the provision are
included in note 2.4 “Summary of significant accounting
policies”, note 3 “Significant accounting judgements and
estimates” and note 14 “Property, plant and equipment” to
the consolidated financial statements.

How our audit addressed the key audit matter

We evaluated management’s assessment on the impairment
indicators for property, plant and equipment and
management’s identification of cash-generating units.

We reviewed management’s valuation model and assessed
the key assumptions used, such as estimates of future sales,
gross margins, operating costs, terminal values, growth rates
and the discount rates by comparing them to the related
subsidiaries’ historical performance, financial budgets, and
development plans, and the analysis on industry and market
trend. We also involved our valuation specialists to assist us
in assessing the valuation methodology and some key model
parameters.

We also assessed the adequacy of the disclosures of
property, plant and equipment in the consolidated financial
statements.
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Key audit matters (continued)

Key audit matter

Impairment of trade receivables and contract assets

O00O0O0OOboo

obooooo

ooooooooon

The amount of trade receivables and contract assets
accounted for a significant portion of the Group’s assets. As
at 31 December 2019, the book value and the impairment
provision are RMB1,286,963,000 and RMB92,669,000 for
trade receivables, and RMB362,000 and RMB49,000 for
contract assets and impairment.

The Group applied the simplified approach to the provision
and recorded lifetime expected losses for trade receivables
and contract assets. The expected credit loss model is based
on the Group's historical debtors’ default rate and other
specific factors, including classification of trade debtors,
ageing of the ending balance, historical recovery, amount
written off as uncollectible, and etc. At the same time,
management also considers forward-looking information,
including the anticipation of the customers’ operation, the
forecast of industry situation, overall economic conditions,
and etc. Estimating the expected credit loss requires
significant management judgements and estimates.

The accounting policies and disclosure of the provision are
included in note 2.4 “Summary of significant accounting
policies”, note 3 “Significant accounting judgements and
estimates”, note 23 “Trade and bills receivable” and note
24 "Contract assets” to the consolidated financial

statements.
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Other information included in the Annual
Report

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated financial
statements and our auditor’'s report thereon. The Annual Report is
expected to be made available to us after the date of this auditor’s
report.

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

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

When we read the Annual Report, if we conclude that there is a
material misstatement therein, we are required to communicate the
matter to the Group’s Audit Committee.

Responsibilities of the directors for the
consolidated financial statements

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

In preparing the consolidated financial statements, the directors of
the Company are responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless the directors of the Company either intend to
liquidate the Group or to cease operations or have no realistic
alternative but to do so.

The directors of the Company are assisted by the Audit Committee
in discharging their responsibilities for overseeing the Group's
financial reporting process.
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Auditor’s responsibilities for the audit of the
consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Our report is made solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

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

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

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

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

o Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor's report to the related
disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
mEeEmR

For the year ended 31 December 20190 0 0 0 000000000 OOOOO
(Expressed in Renminbi) 00 000000

ooooog
Notes Notes
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
e EEWAR

For the year ended 31 December 201900 0 0000000000 OOOOO
(Expressed in Renminbi) 00 000000

2019 2018
ooooao ooooao
RMB’000 RMB’'000
ooooao ogooooao
Loss for the year oooo (354,358) (220,587)
Other comprehensive loss for the year 0o0o0O0oDoO0oOooooo
(after tax and reclassification adjustments): doooooo™
Items that may be reclassified subsequently to O000ooooooooan
profit or loss: ooo
— Currency translation differences -0oooa (83) (14,659)
Total comprehensive loss for the year, oooooooo
after tax gooooDoog (354,441) (235,246)
Attributable to: ooooooo
Equity holders of the Company gooooooa (355,575) (237,061)
Non-controlling interests gooooao 1,134 1,815

Total comprehensive loss for the year oooooooao (354,441) (235,246)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R E B AR R R

7 N == V] /.
At31December20190 0000000000000
(Expressed in Renminbi) 00 000000

2019 2018
ooooo ogoooa
Notes RMB’'000 RMB’'000
0o oooono ooooo
Non-current assets goooo
Property, plant and equipment oooooooo 14 1,407,159 1,517,027
Prepayments for acquisitions of ooooOoooooooOooOn
property, plant and equipment oo 29,447 62,451
Right-of-use assets ooooo 17 151,136 =
Land lease prepayments ooooo0o0oo0no 17 — 141,989
Prepayments for raw materials oooooooa 18 = 33,557
Investments in associates oo0ooooogoao 19 157 5,591
Equity investments designated at fair 0o0o0oooooooooon
value through other comprehensive 0oooDoooooooo
income 20 1,800 2,430
Deferred tax assets oooooao 21 16,573 48,009
Total non-current assets ooooooag 1,606,272 1,811,054
Current assets gooo
Inventories oo 22 394,110 347,368
Trade and bills receivables ooooooooao 23 1,274,604 1,483,723
Contract assets oooao 24 313 15,205
Prepayments, other receivables and goooooooboooo
other assets oOooo 25 350,476 240,935
Current tax recoverable goooooo 3,360 2,695
Pledged deposits ooooo 26 403,191 425,309
Cash and cash equivalents oooooooo 27 396,854 239,712
Total current assets gooooao 2,822,908 2,754,947
Current liabilities oogo
Interest-bearing borrowings oooo 28 1,680,914 1,773,140
Trade and bills payables ooooooooo 29 1,502,624 1,441,065
Other payables and accruals gooooooooooao 30 68,736 104,025
Contract liabilities oooao 31 265,979 64,466
Current tax payable oooooao 10,476 193
Provision for inventory purchase oooooooo
commitments 32 49,687 48,883
Current portion of lease payables oooooooooog 17 376 —
Total current liabilities opooooo 3,578,792 3,431,772
Net current liabilities oooooao (755,884) (676,825)
Total assets less current liabilities ooooooooao 850,388 1,134,229
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Consolidated Statement of Financial Position

At 31 December201000 0000 00000O0OOO
(Expressed in Renminbi) 00 000000

2019 2018
ooooo goooa
Notes RMB’'000 RMB’'000
0o ooooa ogoooa
Non-current liabilities ooooag
Interest-bearing borrowings oooo 28 129,325 17,317
Deferred tax liabilities oooooao 21 2,564 2,678
Deferred income ooono 33 134,509 197,225
Lease liabilities oooao 17 1,012 =
Other non-current liabilities goooooao 32 127,412 109,018
Total non-current liabilities goooooao 394,822 326,238
Net assets gooo 455,566 807,991
Equity oo
Equity attributable to equity oooooooooooog
holders of the Company
Share capital oag 35 276,727 276,727
Reserves oo 36 156,967 438,999
433,694 715,726
Non-controlling interests goooooo 21,872 92,265

Total equity oooo 455,566 807,991
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GAEEBDE

Year ended 31 December2019 D00 OOOOOOOOOOOOOO
(Expressed in Renminbi) 00 000000

Attributable to equity shareholders of the Company

goooooooooo
General Non-
Share Share  reserve Capital  Exchange Other Accumulated controlling Total
capital ~ premium fund reserve reserve reserve losses Total interests equity
oo oooo ooooo  oOoOoO  oOoOO  DoOOO  OoOO 00 000000 OOOO

RMB'000  RMB'O00  RMB'O00  RMB'000  RMBOO0  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ooooo ooooo OOOO0O OoOOOO DOOOO OOO0OOD OOOOO OOOOO COOOOOD OO00O0O
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CONSOLIDATED STATEMENT OF CASH FLOWS

SERERER

Year ended 31 December 201900 000 0000000000000

(Expressed in Renminbi) 00 000000

2019 2018
ooooao ooooao
Notes RMB’000 RMB’'000
oad ooooao ogooooao
Cash flows from operating activities Oooooooogo
Loss before tax ooooog (313,050) (232,744)
Adjustments for: ooo
Depreciation and amortisation oooogd 7(c) 239,046 233,670
Loss on disposal of property, 0Oooooooood
plant and equipment ooad 7(c) 128,879 2,774
Impairment loss on disposal of an ooooooouoooo
associate 6 4,104 =
Investment loss from disposal of oooooOo0oO00o0on
equity investments designated at ooooooooooo
fair value through other oooooooo
comprehensive income 6 379 —
Share of losses of associates oooooooao 1,330 1,461
(Reversal of write-down)/write-down 0oooo0O0O00o0oa0
of inventories 22(b) (27,005) 27,621
Impairment losses on trade 0ooooooooooo
receivables and contract assets ooooooo 23, 24 5,262 44,497
Impairment of property, plant and 0o0oooooood
equipment 15,167 47,020
Impairment losses of prepayment 0oooooooo 26,975 —
Finance costs oooo 8 123,130 136,012
Provision/(reversal) for warranties goooooooooo 32 18,394 (3,621)
Interest income from bank deposits gooooboooo 6 (11,740) (5,616)
Net foreign exchange loss gooooao (9,412) (784)
Changes in working capital: goooooo
(Increase)/decrease in inventories 0oooooogoo (19,737) 28,542
Decrease in trade receivables, 0ooooooooooog
prepayments, other receivables and 0oo0ooooooooo
other assets oo 183,083 211,390
Decrease/(increase) in contract assets 0oo0ooooooooo 14,892 (15,205)
(Increase)/decrease in prepayments oooooooao
for raw materials goooooa (114,601) 21,741
Increase in trade and other payables ooooooooooog
gooao 208,133 385,937
(Decrease)/increase in deferred ooO0ooooooao
income (62,716) 33,953
Cash generated from operations oooooooo 410,513 916,648
The PRC income tax (paid)/credited gooooooooooooo (370) 4,831
Net cash generated from operating oooooooooao
activities 410,143 921,479
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Consolidated Statement of Cash Flows
OOododon

Year ended 31 December 201000 00 0000000000 OOO0O
(Expressed in Renminbi) 00 00 0000

2019 2018
ooooao ooooo
Notes RMB’000 RMB'000

oo ooooao ooooo

Cash flows from investing activities oooooooo

Payments for the purchase of property, oooooooooooOoOon

plant and equipment ooo (204,105) (351,264)
Purchase of a shareholding in oooooooooog

an associate = (1,800)
Proceeds from disposal of property, Oo0oooooooog

plant and equipment oooo 10,350 71,516
Purchase of equity investments O0ooOoOooooood

designated at fair value through 0oooooooooo

other comprehensive income oad (1,800) =
Proceeds from disposal of equity do0ooOoOooooood

investments designated at fair value 0oooooooood

through other comprehensive income oooooo 2,051 —
Interest received oooo 11,740 5,616
Net cash used in investing activities oooooooooo (181,764) (275,932)
Cash flows from financing activities oooooooo
Placement of pledged bank deposits gooooobooooao (1,000,371) (740,124)
Release of pledged bank deposits oooooooood 1,022,490 533,912
Proceeds from bank loans and other ooooooooooooao

loans 1,573,108 2,549,285
Repayment of bank loans and other ooooooooooao

loans (1,553,326) (2,805,908)
Principal portion of lease payments/ ooooooooog

finance lease rental payments gooooooo (1,021) (9,840)
Acquisition of non-controlling interests goooooooao — (16,285)
Capital contribution from oooooooo

non-controlling interests 1,601 31,819
Interest paid oooao (123,130) (136,012)
Dividends paid to non-controlling Oo0o0ooooooooo

shareholders — (7,726)

Net cash used in financing activities oo0ooooooaoo (80,649) (600,879)
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Consolidated Statement of Cash Flows

Year ended 31 December20100 0 0 D D 0O ODO0OO0OO0DODODOOOOO
(Expressed in Renminbi) 00 000000

2019 2018
opoooa opoooog
Notes RMB’000 RMB’000
oo opoooa opoooo
Net increase in cash and cash 0do0oooooooooog
equivalents 147,730 44,668
Cash and cash equivalents at the Ooooooooogog
beginning of the year 239,712 191,185
Effect of foreign exchange rate gooOoooooo
changes, net 9,412 3,859
Cash and cash equivalents at the oooooooooao
end of the year 27 396,854 239,712
Analysis of balances of cash and oooooooooooog

cash equivalents

Cash and bank balances ooooooao 27 396,854 239,712
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B 7% 3R 2k M AT

31 December20190 0 000000000000
(Expressed in Renminbi unless otherwise indicated)[D 0 0 D0 00000000000

1. 0000000

ooooooO0oO0ooOo@mooomoooan
oooo0OoOoO0oomooooooony7s7d
ooo0ooocoOO0OO0OO0oocoOoO0OO0OOoocoOooO0on

1. Corporate and group information

Solargiga Energy Holdings Limited (the “Company”, together
with its subsidiaries, the “Group”, Hong Kong stock code: 757)
is a leading supplier of upstream and downstream vertically

integrated solar energy services. During the year, the Group was
mainly engaged in the following four main businesses:

(@) the manufacture of, trading of and provision of processing () O 0ODODOOOODOOOOOOOOOaon
services for monocrystalline silicon solar ingots/wafers; odo0oD0O0o0oOooooOooOoooo
(b) the manufacture and trading of monocrystalline silicon solar () OOO0ODOOOOOOODOOO
cells;
(c) the manufacture and trading of photovoltaic modules; and (o DOO0ODOOOOOOO

(d) the construction and operating of photovoltaic power plants.

Information about subsidiaries

Particulars of the Company’s principal subsidiaries are as
follows:

oooooooooOooOocOoOooocooo

(d OoOoooOoOoooo

oooDooooon
ooooooooooooooon

Proportion of ownership interest

goooooo
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the by a
Name of company place of operation issued capital interest  Company subsidiary ~Principal activities Legal form
goooo 0oo
goooooo gooooo gooo oooo oo
gooo goooo gogoooooo gooo 00 0000 [Dooo gooo
% % %

Jinzhou Rixin Silicon The PRC Registered and paid-in 100 - 100 Manufacture and trading of ~ Limited liability company
Materials Co., Ltd. 9 May 2007, capital of monocrystalline ingots/ 0ooooo
("Rixin") Mainland China RMB190,000,000 wafers

goooooooo oo gogoooo gogoogooooooo
ooooom goooo [0 0190,000,0000

gooo
gooo

Jinzhou Yangguang The PRC Registered and paid-in 100 - 100 Manufacture and trading of ~ Limited liability company
Energy Co., Ltd. 15 December 2004, capital of photovoltaic modules oooooo
("Yangguang") Mainland China RMB1,151,565,479 000oooooo

goooooooon oo gooooono
moom goood 0001,151,5654790

oooooao

oooo
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Notes to Consolidated Financial Statements
dOoodoodmn

31 December20190 0 000000000 OOO
(Expressed in Renminbi unless otherwise indicated) (D0 0 D 0 00D 000000000

1. Corporate and group information (continuved) 1. OO0 0 0 0O O Oooo

Information about subsidiaries (continued)

00000000 bOooo

Proportion of ownership interest

goooocoo
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the by a
Name of company place of operation issued capital interest ~ Company subsidiary Principal activities Legal form
goooo ooo
goooooo gooooo pooo 0000 oo
gooo goooo gpooooooa gooo g0 0000 0000 gooo
% % %
Jinzhou Youhua The PRC Registered and paid-in capital of 100 - 100 Manufacturing and trading of  Limited liability company
Silicon Materials 12 September 2008, RMB320,000,000 monocrystalline ingots/ oooooo
Co., ltd. Mainland China poooooo wafers
("Youhua oo 000 0320,000,0000 gooooooooooo
Silicon”) ooooo
goooooo goooo
gooo gooo
mooom
Shanghai Jingji The PRC Registered and paid-in capital of 100 - 100 Manufacturing and trading of  Limited liability company
Electronic 16 March 1998, 596,950,000 polysiicon and oooooa
Materials Co., Mainland China poooooo monocrystalline ingots/
Ltd. ("Jingji") oo 6,950,0000 0 wafers
goooooog goooo goooooooag
gooo goooo goooooo
moom gooo
Solar Technology Cayman Islands Authorised capital of 100 100 = Investment holding Limited liability company
[nvestment 15 December 2006 HK$400,000,000 of HK$0.10 gooo gooooo
(Cayman) Corp* oooo each and issued share capital
("STIC") goooo of HK$167,895,494
gooooo [0000400,000,000000
gooootoooo
00000167,895,49400
Wealthy Rise Hong Kong HK§1 19 - 19 Trading of polysilicon and Limited liability company
Interational 21 June 2007 100 monocrystalline ingots/ oooooo
Limited** 00 wafers/photovoltaic modules
gooo0noooDo* goooo goooooooooo
gooooo goooooo
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Notes to Consolidated Financial Statements
dOoooodmn

31 December20190 000000000 OO0OO
(Expressed in Renminbi unless otherwise indicated)[D 0 0 0D 0 00000000000

1. 00O 0O 0O 0O Oooo
OO00000000ooD

1. Corporate and group information (continued)
Information about subsidiaries (continued)

Proportion of ownership interest

goooooo
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the by a
Name of company place of operation issued capital interest  Company subsidiary Principal activities Legal form
goooa ooo
goooooo gooooan gooo 0000 oo
gooo goooa gooooooo gooo 00 0000 0O00O gooo
% % %
Jinzhou Yangguang Jinmao  The PRC Registered and paid-in capital 100 - 100 Manufacture and trading of ~ Limited liability company
Photovoltaic Technology 17 July 2009, of RMB140,000,000 monocrystalline wafers pooooo
Co., Ltd. ("Jinzhou Mainland China ooooooo ooooooooo
Jinmao") o0 {00 0140,000,0000
goooooooon gopooooooon
gooo gooo
moooom
Solargiga Energy (Hong Hong Kong HK$1 100 100 - Trading of polysilicon and Limited liability company
Kong) Company Limited 13 June 2008 100 monocrystalline ingots/ pooooo
000moomooo 0o wafers/photovoltaic modules
gooooooooo goboooooooooo
gooooo
Silicon Solar Materials Hong Kong HKS1 100 - 100 Investment holding Limited liability company
Company Limited* 26 November 2008 100 gooo gooooo
gooooooooox OO0
goooo
goooooo
Solargiga Energy (Qinghai) ~ The PRC Registered and paid-in capital 51 - 51 Manufacture and trading of ~ Limited liability company
Co., Ltd. ("Qinghai") 31 December 2008, of RMB90,000,000 monocrystalline ingots oooooo
goooooonooonon Mainland China goooooo goooooooo
moom oo [J0090,000,0000
goood
goooooo

goooo
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Notes to Consolidated Financial Statements
dOoodoodmn

31 December20190 0 000000000 OOO
(Expressed in Renminbi unless otherwise indicated) (D0 0 D 0 00D 000000000

1. 000 0O0O0O Oooo
OO00O0O0O0000o0oD

1. Corporate and group information (continued)
Information about subsidiaries (continued)

Proportion of ownership interest

goooooo
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the by a
Name of company place of operation issued capital interest ~ Company subsidiary Principal activities Legal form
goooao ooo
goooooo gooooan gooo 0000 oo
gooo gpoooao gooooooao gooo 00 0000 000D gooo
% % %
Sino Light Investments British Virgin Islands Authorized capital of 100 100 = Investment holding Limited liability company
Limited* 2 December 2009 U5$500,000 of US$0.001 oooo 0ooooo
0ooooo each and issued share
pooooooooo capital of US$53,920
0000500000000
gooooo0ooo
000005392000
You Xin Investments Hong Kong HK$100,000 100 - 100 Investment holding Limited liability company
Limited* 29 July 2009 100,0000 O gooo gooooo
gooooooot oo
goooo
gooooo
Jinzhou Huachang The PRC Registered and paid-in capital 100 - 100 Manufacture and trading of ~ Limited liability company
Photovoltaic Technology 23 October 2006, of RMB130,000,000 solar cells 0ooooo
Company Limited Mainland China poooooo 00oooooooo
goooooog oo [J00130,000,0000
gooo goooo
gooooo

gooo
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Notes to Consolidated Financial Statements
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31 December201900 0000000 0OOOO
(Expressed in Renminbi unless otherwise indicated) [0 0 0D 0 00000000000

1. Corporate and group information (continuved) 1. OO0 0 0 0O O Oooo
Information about subsidiaries (continued) 000000000000

Proportion of ownership interest

goooooo
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the by a
Name of company place of operation issued capital interest  Company subsidiary Principal activities Legal form
goooa ooo
goooooo gooooan gooo 0000 oo
gooo goooa gooooooo gooo g0 0000 0000 gooo

% % %
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Notes to Consolidated Financial Statements
dOoodoodmn

31 December20190 0 000000000 OOO
(Expressed in Renminbi unless otherwise indicated) (D0 0 D 0 00D 000000000

1. Corporate and group information (continuved) 1. OO0 0 0 0O O Oooo

Information about subsidiaries (continued)

00000000 bOooo

Proportion of ownership interest

goooooo
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the by a
Name of company place of operation issued capital interest  Company subsidiary Principal activities Legal form
goooo ooo
goooooo gooooan gooo 0000 oo
gooo goooo 0ooooooo gooo 00 0000 DOOD gooao
% % %

Jinzhou Chuanghui The PRC Registered and paid-in 100 - 100 Manufacture of photovoltaic  Limited liability company
New Energy Co. Ltd. 17 December 2010, capital of modules oooooo
("Chuanghui") Mainland China RMB200,000,000 oooooo

goooooo oo ooooooo
g000moom goooo {00 0200,000,0000

gooooo
oooao

Jinzhou Yiyang The PRC Registered capital of 100 - 100 Manufacture and Limited liability company
New Energy Co,, Ltd. 19 January 2017, RMB25,000,000 and trading of monocrystaline 000000
("Jinzhou Yiyang") Mainland China paid-in capital of ingots/wafers

goooooocoo oo RMBS,730,000 ooooooooo/mo
g0moooom goooo gooo

goooo [10025,000,0000
gooo goooo
00 05,730,0000

Qujing Yangguang The PRC Registered capital of 70 - 70 Manufacture and
Energy Silicon 29 August 2017, RMB73,500,000 and trading of monocrystalline
Materials Co., Ltd. Mainland China paid-in capital of ingots/wafers
("Qujing oo RMB105,000,000 gooooooooy
Yangguang”) ooooo oooo

goooooooo gooooo [0:0073,500,0000
oooo gooo goooo
moooom 000 0105,000,0000
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Notes to Consolidated Financial Statements
0000

31 December20190 0 000000000 OOO0
(Expressed in Renminbi unless otherwise indicated)[D 0 0 0D 0 00000000000

1. Corporate and group information (continued)
Information about subsidiaries (continued)

*  Apart from investment holding, the subsidiary did not have any
operation during the year ended 31 December 2019.

** \Wealthy Rise International Limited is a non-wholly-owned subsidiary
and, accordingly, is accounted for as a subsidiary by virtue of the
Company's control over it.

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results for
the year or formed a substantial portion of the net assets of the
Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive length.

2.1Basis of preparation

These financial statements have been prepared in accordance
with  Hong Kong Financial Reporting Standards (“HKFRSs")
(which include all Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and
Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinance. They have been prepared
under the historical cost convention except for equity investment
which have been measured at fair value. These financial
statements are presented in Renminbi (“RMB”) and all values are
rounded to the nearest thousand except when otherwise
indicated.

As at 31 December 2019, the Group's current liabilities
exceeded its current assets by RMB755,884,000. The liquidity of
the Group is primarily depending on its ability to maintain
adequate cash flows from operations, to renew its short-term
bank loans and to obtain adequate external financing to support
its working capital and meet its obligations and commitments
when they become due.

OO000O0O0OOooo
OO00000000ooD

* O0o0O0OO0O0O0OOOoOO0OO0OO0OOoOoOooOo0an
goooOoO0OO0oO0oOoO0oOoOoOoOoOoOOoOoOon

*»* O00000OOCOO0OO0OO0OOCOOOOOOOOCCOO
goooOoO0OO0OO0oO0OOOoOoOoOOOOO0OO0O

oooooooooO0oooOooooooan
oob0D0oooOoOooobOOOoooDbOoD
ooooooOoOooooboooooooon
obobooboo

210000

oooooOoOoocOooOOooOoOoOooOOmonn
oooco0o0ocOoooOooooOooOoomo
oooo0oOocomoocooooocooon
ooocoooco0OOomoOoooOoooOma o
omoocoooooooOoooocoooon
ooocoOoOooooOOobOOooOOooOOooOOoan
ooboooooooooooooOoOoobobooon
ooooo0O0oo@mooOO0omoooooaon
oooooooOocoOoooOooOooooon

ooooooooooooboooooooaon
oooo0OocOoO0o0O00ooao7s5,884,000
ooboooooooobOoooooooaon
oooooooooobooooooooaon
oooooocoooooooobocoobobooao
ooooooooooooooo
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0000

31 December20190 0 000000000 OOO
(Expressed in Renminbi unless otherwise indicated) (D0 0 D 0 00D 000000000

2.1Basis of preparation (continued) 210 00 Oooo

The Group has carried out a review of its cash flow forecast for
the twelve months ending 31 December 2020. Based on such
forecast, the directors believe that adequate sources of liquidity
exist to fund the Group’s working capital and capital
expenditure requirements, and to meet its short term debt
obligations and other liabilities and commitments as they
become due in the twelve months ending 31 December 2020.
In preparing the cash flow forecast, management has considered
historical cash requirements of the Group, as well as other key
factors, including anticipated sales in the twelve months ending
31 December 2020 and unutilised banking facilities as at 31
December 2019 from the Group’s major banks with an amount
of RMB1,674,208,000 which will expire on 31 December 2020.

Based on the above factors, the directors are confident that the
Group will have sufficient funding to enable the Group to
operate as a going concern and meet its financial obligations as
and when they fall due for at least 12 months from the
reporting date. Accordingly, the financial statements have been
prepared on a going concern basis.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2019. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the
ability to affect those returns through its power over the
investee (i.e., existing rights that give the Group the current
ability to direct the relevant activities of the investee).

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

whether it has power over an investee, including:

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

(b) rights arising from other contractual arrangements; and

(c) the Group’s voting rights and potential voting rights.

oooooocOooOoOooOoOoOocOooOoOoOoan
ooooOoo0oobOoOoooOooOOooOooo
oooooooOOooOOoOOooOOooOOoooan
ooooo0oocOooOoOooOoOoOocOooOooOooan
oooooocOooOoOooOoOoOocOooOoOoOoao
oooooocOooOoOooOoOoOocOooOoOoOoao
oobo0oo0oooooooOoOoOocOoOooooao
ooooOooobOoOoobOooOOoobOooan
oooooocoOoOocOoOoOoOocOooOoOoOoan
ooooOoooooooOOooOooOoooan
ooooooOooOoOoOoOoOocOooOOoOoao
0001,674,208,0000 (DOODDOODOODOO
ooooooo)o

oooooOOOOoOoOooOoOOoOoOoOooobooao
oboooooooooooOooooooooao
ooooOO0O0oO0oOooooOoOOoOoOoOooonOo
oooooooocOoOoooonon

gogoooon

oo0oooo0oOo0o0DO0o0bOo0o0b0O0o00
goboomoooboooooboooboboooDoo
gooboooboobobooooDbbooo
gooobObooObDO0O0O0oo0oomooo
gooobooooobooboooooo
oobobooobooooooooobooboo
gooobooooobooboooooo
gboooooooobobobooooo
oo

Oooooood

oooobooboOooboobooooo
gooo0ooobO0oobooooboDbO0OOoon
ob0boobOoobOOooboooOoobo0oo
gooooo0ooooDo

Ooood

(@ DODoODoOUOUOoODoDooOUOOooooOoOoo
ooo

(o) OODODDODODDOOODDODODOOOO

(o DODODODOoOoDOooooooon
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Notes to Consolidated Financial Statements
0000

31 December20190 0 000000000 OOO0
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2.1Basis of preparation (continued)
Basis of consolidation (continued)

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

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

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

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

210 0 0 Oooo
OO00O000OOooo
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2.2Changes in accounting policies and 22000000000
disclosures
The Group has adopted the following new and revised HKFRSs O0000DoOO0OO0DOoOO0O0oOoooooooan
for the first time for the current year’s financial statements. O00000oOooOoOooooooo
Amendments to HKFRS 9 Prepayment Features with Negative Compensation
HKFRS 16 Leases
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments
Annual Improvements 2015-2017 Cycle Amendments to HKFRS 3, HKFRS 11, HKAS 12 and HKAS 23
Oo0OoOoQCOooooeooOO oooooooooo
Oo0OoOocOoooooited oo
OooOoooo19oooo oooooooooo
O0O0OO0OOoOOo280000 ooooooooooooooo
OODO0O0O0O0OO0OO0OO0OO0OO0OOoOO—0ooOo230 oooooooooo
oooooooooooooooooo O0O00O0O0OO0OO0OO0O3oooOooooooonog

0000002000000 000230000

Except for the amendments to HKFRS 9, HKAS 19 and 28, and oo00o0oo0o000O0O00o9uUuuooooo
Annual Improvements to HKFRSs 2015-2017 Cycle, which are o0 oo200000O0OooOoOoooOoO
not relevant to the preparation of the Group’s financial 0201520170 0 000000000000
statements, the nature and the impact of the new and revised 00000000 oOoooooooooao
HKFRSs are described below: Jd000O0oU0oooouoouoooooogg
a. HKFRS 16 Leases a. 0o00oooooogteboO
HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 goooooooblebbOOODOOD
Determining whether an Arrangement contains a Lease, ooOo1wooooOoooooooooo
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)- Jdo0O0O0—o0o0oo40D000000a0
Int 27 Evaluating the Substance of Transactions Involving 00000 oooooooooooao
the Legal Form of a Lease. The standard sets out the O— 0001500000 —OoOooo
principles for the recognition, measurement, presentation QOooo0o0ooo0oooo0O0—ooo
and disclosure of leases and requires lessees to account for 270 0000000000000000
all leases under a single on-balance sheet model to O000000ooooooouooooo
recognise and measure right-of-use assets and lease O0000D0o0oO0oOoooOooooan
liabilities, except for certain recognition exemptions. Lessor o00o0OoDoUooOoooooooo
accounting under HKFRS 16 is substantially unchanged from OO0O0O01eO0O0O0oooOoooooan
HKAS 17. Lessors continue to classify leases as either OO0oooQ1w700000O0OOoOoOoOoaO
operating or finance leases using similar principles as in O00O0oo0ooDooooooooo
HKAS 17. oooO1wooODOoOOoOooDbDOOoooo
ooo0ooooDDoOoOoOoOoooooD
oo0170o0o0bO00oOoobboOoooo
oooobooobooo
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2.2Changes in accounting policies and
disclosures (continued)

da.

HKFRS 16 Leases (continued)

HKFRS 16 did not have any significant impact on leases
where the Group is the lessor.

The Group has adopted HKFRS 16 using the modified
retrospective method of adoption with the date of initial
application of 1 January 2019. Under this method, the
standard has been applied retrospectively with the
cumulative effect of initial adoption as an adjustment to the
opening balance of retained earnings at 1 January 2019,
and the comparative information for 2018 was not restated
and continues to be reported under HKAS 17.

New definition of a lease

Under HKFRS 16, a contract is, or contains a lease if the
contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration.
Control is conveyed where the customer has both the right
to obtain substantially all of the economic benefits from use
of the identified asset and the right to direct the use of the
identified asset. The Group elected to use the transition
practical expedient allowing the standard to be applied only
to contracts that were previously identified as leases
applying HKAS 17 and HK(IFRIC)-Int 4 at the date of initial
application. Contracts that were not identified as leases
under HKAS 17 and HK(IFRIC)-Int 4 were not reassessed.
Therefore, the definition of a lease under HKFRS 16 has
been applied only to contracts entered into or changed on
or after 1 January 2019.

At inception or on reassessment of a contract that contains
a lease component, the Group allocates the consideration
in the contract to each lease and non-lease component on
the basis of their stand-alone prices. A practical expedient
is available to a lessee, which the Group has adopted, not
to separate non-lease components and to account for the
lease and the associated non-lease components (e.g.,
property management services for leases of properties) as a
single lease component at the date of initial application.
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2.2Changes in accounting policies and
disclosures (continued)

d.

HKFRS 16 Leases (continued)

As a lessee — Leases previously classified as operating leases

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of property.
As a lessee, the Group previously classified leases as either
finance leases or operating leases based on the assessment
of whether the lease transferred substantially all the
rewards and risks of ownership of assets to the Group.
Under HKFRS 16, the Group applies a single approach to
recognise and measure right-of-use assets and lease
liabilities for all leases, except for two elective exemptions
for leases of low value assets (elected on a lease by lease
basis) and short-term leases (elected by class of underlying
asset). Instead of recognising rental expenses under
operating leases on a straight-line basis over the lease term
commencing from 1 January 2019, the Group recognises
depreciation (and impairment, if any) of the right-of-use
assets and interest accrued on the outstanding lease
liabilities (as finance costs).

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based on
the present value of the remaining lease payments,
discounted using the incremental borrowing rate at 1
January 2019 and included in interest-bearing bank and
other borrowings. The right-of-use assets were measured at
the amount of the lease liability, adjusted by the amount of
any prepaid or accrued lease payments relating to the lease
recognised in the statement of financial position
immediately before 1 January 2019.

All these assets were assessed for any impairment based on
HKAS 36 on that date. The Group elected to present the
right-of-use assets separately in the statement of financial
position. This includes the lease assets recognised previously
under land leases prepayments of RMB141,989,000.
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2.2Changes in accounting policies and 2200000000 Oooo
disclosures (continued)

a. HKFRS 16 Leases (continued) a. DO0OoOoOOoOoOoOoOO1teddOooo
As a lessee — Leases previously classified as operating leases 00000 —0oooooooooo
(continued) oooo
Impacts on transition (continued) ooooooonn
The Group has used the following elective practical O0o00o0oO00OoO0oOoOooooooo
expedients when applying HKFRS 16 at 1 January 2019: Oo0000OdO1e00000O0O000O0O

gooooag
e Applying the short-term lease exemptions to leases with e ODUOODOODOCOOOODON20
a lease term that ends within 12 months from the date O0O0O0O00OOCD0OO0OOoOoOOooOoOoO

of initial application;

e Using hindsight in determining the lease term where the e 0ODOOODOODCDOODOOOOO
contract contains options to extend/terminate the oo0do0oDoDooOoOoDoooooo
lease.

O

The impacts arising from the adoption of HKFRS 16 as at 1 O0oo0oO0o00oOoOoooooooan

January 2019 are as follows: oooOo1e00O0OO0OOOOOOO
Increase/
(decrease)
goooooo
RMB'000
ooooad
Assets oo
Increase in right-of-use assets oopoooooo 144,399
Decrease in prepaid land lease payments ooooooooooao (141,989)
Increase in total assets oooooao 2,410
Liabilities oo
Increase in lease liabilities oooooog 1,261
Increase in current portion of lease liabilities gooobooooooooog 1,149
Increase in total liabilities oooooao 2,410

Decrease in retained earnings ooooooo —
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2.2Changes in accounting policies and

2200000000 Oooo

disclosures (continued)

a. HKFRS 16 Leases (continued) a. DO0OoOoOoOoOoOoOoO1edddOooo
As a lessee — Leases previously classified as operating leases 00000 —0oooooooooo
(continued) oooo
Impacts on transition (continued) oooooooon
The lease liabilities as at 1 January 2019 reconciled to the O0o0000DO0ODoOoOooooooo
operating lease commitments as at 31 December 2018 are ooooooOOoOoobOoooboooo
as follows: oooOooooo

RMB'000
goooo
Operating lease commitments oooCOooOoOoooooooo
as at 31 December 2018 gooooao 3,354
Less: oo
Commitments relating to short-term leases and oooOoOooOooOooOoOOOODOOO
those leases with a remaining lease term ended 0O0o0ooooooooooooon
on or before 31 December 2019 gooaoao (596)
2,758
Weighted average incremental borrowing rate as at oooOoooooooDoOoODOODOO
1 January 2019 goooo 5.32%
Lease liabilities as at 1 January 2019 0ooooooooooooooo 2,410
b.  Amendments to HKAS 28 clarify that the scope exclusion of b. 00DO0OO0ODO20000000000

HKFRS 9 only includes interests in an associate or joint
venture to which the equity method is applied and does not
include long-term interests that in substance form part of
the net investment in the associate or joint venture, to
which the equity method has not been applied. Therefore,
an entity applies HKFRS 9, rather than HKAS 28, including
the impairment requirements under HKFRS 9, in accounting
for such long-term interests. HKAS 28 is then applied to the
net investment, which includes the long-term interests, only
in the context of recognising losses of an associate or joint
venture and impairment of the net investment in the
associate or joint venture. The Group assessed its business
model for its long-term interests in associates and joint
ventures upon adoption of the amendments on 1 January
2019 and concluded that the long-term interests in
associates and joint ventures continued to be measured at
amortised cost in accordance with HKFRS 9. Accordingly,
the amendments did not have any impact on the financial
position or performance of the Group.
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2.2Changes in accounting policies and
disclosures (continued)

C.  HK(FRIC)-Int 23 addresses the accounting for income taxes
(current and deferred) when tax treatments involve
uncertainty that affects the application of HKAS 12 (often
referred to as “uncertain tax positions”). The interpretation
does not apply to taxes or levies outside the scope of
HKAS 12, nor does it specifically include requirements
relating to interest and penalties associated with uncertain
tax treatments. The interpretation specifically addresses (i)
whether an entity considers uncertain tax treatments
separately; (ii) the assumptions an entity makes about the
examination of tax treatments by taxation authorities; (iii)
how an entity determines taxable profits or tax losses, tax
bases, unused tax losses, unused tax credits and tax rates;
and (iv) how an entity considers changes in facts and
circumstances. Upon adoption of the interpretation, the
Group considered whether it has any uncertain tax
positions arising from the transfer pricing on its intergroup
sales. Based on the Group’s tax compliance and transfer
pricing study, the Group determined that it is probable that
its transfer pricing policy will be accepted by the tax
authorities. Accordingly, the interpretation did not have any
impact on the financial position or performance of the
Group.

2.3Issued but not yet effective Hong Kong
financial reporting standards

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

Amendments to HKFRS 3
Amendments to HKFRS 9, HKAS 39 and HKFRS 7
Amendments to HKFRS 10 and HKAS 28 (2011)

HKFRS 17
Amendments to HKAS 1 and HKAS 8

ocooooOoo0OOoOosoonon
oCoooocOoOOOoonOonOooOooOoobooOosenod
oooocooooco7oO0OO
cooooOoOoOoicoooocoooaazsn
ooooozo1moad
ocoooocoooaon17o
coooocoOl/noooooocooosooon

Definition of a Business'’

Interest Rate Benchmark Reform’

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

Insurance Contracts?

Definition of Material’
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2.3Issued but not yet effective Hong Kong 230 0000000000000

financial reporting standards (continued)

‘ Effective for annual periods beginning on or after 1 January 2020
2 Effective for annual periods beginning on or after 1 January 2021

2 No mandatory effective date yet determined but available for
adoption

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

Amendments to HKFRS 3 clarify and provide additional guidance
on the definition of a business. The amendments clarify that for
an integrated set of activities and assets to be considered a
business, it must include, at a minimum, an input and a
substantive process that together significantly contribute to the
ability to create output. A business can exist without including
all of the inputs and processes needed to create outputs. The
amendments remove the assessment of whether market
participants are capable of acquiring the business and continue
to produce outputs. Instead, the focus is on whether acquired
inputs and acquired substantive processes together significantly
contribute to the ability to create outputs. The amendments
have also narrowed the definition of outputs to focus on goods
or services provided to customers, investment income or other
income from ordinary activities. Furthermore, the amendments
provide guidance to assess whether an acquired process is
substantive and introduce an optional fair value concentration
test to permit a simplified assessment of whether an acquired
set of activities and assets is not a business. The Group expects
to adopt the amendments prospectively from 1 January 2020.
Since the amendments apply prospectively to transactions or
other events that occur on or after the date of first application,
the Group will not be affected by these amendments on the
date of transition.

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 address the
effects of interbank offered rate reform on financial reporting.
The amendments provide temporary reliefs which enable hedge
accounting to continue during the period of uncertainty before
the replacement of an existing interest rate benchmark. In
addition, the amendments require companies to provide
additional information to investors about their hedging
relationships which are directly affected by these uncertainties.
The amendments are effective for annual periods beginning on
or after 1 January 2020. Early application is permitted. The
amendments are not expected to have any significant impact on
the Group’s financial statements.
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2.3Issued but not yet effective Hong Kong 230 0000000000000

financial reporting standards (continued) 00 Oooo

Amendments to HKFRS 10 and HKAS 28 (2011) address an 0do0oo0oooooiooooooooa
inconsistency between the requirements in HKFRS 10 and in 2800000 00000COODO0OoOooOOO
HKAS 28 (2011) in dealing with the sale or contribution of o000 00o0O0O0DOOooz28000 O
assets between an investor and its associate or joint venture. 000D o00ooOo00ooDOoOooDoooDooOooon
The amendments require a full recognition of a gain or loss O00DO00DO0OO0OO0OoOO0oO0oOoOooooooan
when the sale or contribution of assets between an investor and O00000OD00OO0OO0OO0O0OO0OODOOOOOOn
its associate or joint venture constitutes a business. For a O0D00oDO00OD0OO0ODODOoOOoOO0OOoODOOO
transaction involving assets that do not constitute a business, a 0000000000 O0O0OO0OCOoOoooOooa
gain or loss resulting from the transaction is recognised in the O000DO00DO0O0DOoO0oOoOoooooooan
investor’s profit or loss only to the extent of the unrelated O0o00D0o0DO0OO0DOoO0oOoDoDoOooDoooon
investor's interest in that associate or joint venture. The 0oD00oDO00OD0OO0ODOOoOoOO0OOoODOOOD
amendments are to be applied prospectively. The previous O00000O0O0O0OOoOoOOoOOoOOoOOoOoDoooOOn
mandatory effective date of amendments to HKFRS 10 and O00DO00O0oO0oO0oOoOO0ooOoooooooan
HKAS 28 (2011) was removed by the HKICPA in January 2016 goooOo1ocoobooOoboooz280000
and a new mandatory effective date will be determined after O00DoO0000oDooO0ooOooooooan
the completion of a broader review of accounting for associates O00DO00O0oO0OO0oOoOO0oO0oOoOooooooan
and joint ventures. However, the amendments are available for 0000000000000 DOO0OO0OoOooa
adoption now. oooooooooooo

Amendments to HKAS 1 and HKAS 8 provide a new definition Oo0ooooOo1ooooooooosoon
of material. The new definition states that information is OO0Oo0ooooooooooooooo
material if omitting, misstating or obscuring it could reasonably O0o00Oo0oDOoOooDoDOoooooooan
be expected to influence decisions that the primary users of ooooooooooooooooooan
general purpose financial statements make on the basis of those O0o0ooo0oooooooooooooaon
financial statements. The amendments clarify that materiality will o0oooooooooDoooooooon
depend on the nature or magnitude of information. A O0o0oooooooooooooooaon
misstatement of information is material if it could reasonably be 00o0Doo0oooooooooooooaon
expected to influence decisions made by the primary users. The O0o0oooooooooooooooaon
Group expects to adopt the amendments prospectively from 1 00o00ooo0oooooooooooooaon
January 2020. The amendments are not expected to have any ooooooooooooooooooan
significant impact on the Group’s financial statements. od
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2.4Summary of significant accounting policies
(continued)

Business combinations and goodwill (Continued)

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

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

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

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

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

|
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2.4Summary of significant accounting policies 240 000 00O 0O Oooo

(continued)

Fair value measurement ooooad

The Group measures its equity investments at fair value at the O00Do00oDoooo0ooDoooooooan
end of each reporting period. Fair value is the price that would O0o0O00Do00Do0O0oDooDooooooon
be received to sell an asset or paid to transfer a liability in an Ooooooooooooooooooo
orderly transaction between market participants at the OO0o00Do00oOooooDooooooon
measurement date. The fair value measurement is based on the O00Do00oDoooo0ooDoooooooan
presumption that the transaction to sell the asset or transfer the 00000000000 oDooooDoogan
liability takes place either in the principal market for the asset or 000000000 oooooooooan
liability, or in the absence of a principal market, in the most 0000000 o0oooooooooooan
advantageous market for the asset or liability. The principal or Oooouooooooooooooooo
the most advantageous market must be accessible by the O0O0o0oooooooooooooooan
Group. The fair value of an asset or a liability is measured using oo0ooooooooor

the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants
act in their economic best interest.

oooooOooooooooaon
gooooooooooooan

A fair value measurement of a non-financial asset takes into oo
oad
go0oo0o0ooOooobooooooa
oad
oo

account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the asset
in its highest and best use.

I s |

oooooooooooboooan

Ooo0ooogao
Ooo0ooogoao

The Group uses valuation techniques that are appropriate in the 0000000 0oooooDooooDooon

circumstances and for which sufficient data are available to 0000000 oooooooooooao

measure fair value, maximising the use of relevant observable 00o0Do0o0ooooooDoooooooon

inputs and minimising the use of unobservable inputs. oooo

All assets and liabilities for which fair value is measured or 00o0Do0o0ooooooDoooooooon

disclosed in the financial statements are categorised within the 00o0Do0o0ooooooDoooooooon

fair value hierarchy, described as follows, based on the lowest O0000ooO0ooooooooooooon

level input that is significant to the fair value measurement as a

whole:

Level 1 — based on quoted prices (unadjusted) in active 000 - 0000DoDooOoooooon
markets for identical assets or liabilities oooooooooo

Level 2 — based on valuation techniques for which the 000 - 0000DoDooOoooooon
lowest level input that is significant to the fair 0ooooooooooooog
value measurement is observable, either directly or ooooooooooo
indirectly

Level 3 — based on valuation techniques for which the ooo - Oo0o0ooooooooon

lowest level input that is significant to the fair ooo

value measurement is unobservable

[ R |
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O
O
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2.4Summary of significant accounting policies
(continued)

Fair value measurement (continued)

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

Impairment of non-financial assets

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

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

An assessment is made at the end of each reporting period as
to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated. A
previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying amount
that would have been determined (net of any depreciation/
amortisation) had no impairment loss been recognised for the
asset in prior years. A reversal of such an impairment loss is
credited to the statement of profit or loss in the period in
which it arises.
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2.4Summary of significant accounting policies
(continued)

Related parties

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

(a)

(b)

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

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

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

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

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

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

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

third party;

(iv) one entity is a joint venture of a third entity and the

other entity is an associate of the third entity;

(v) the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

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

identified in (a);

(vii) a person identified in (a)(i) has significant influence over

the entity or is a member of the key management

personnel of the entity (or of a parent of the entity);
and

(viii) the entity, or any member of a group of which it is a
part, provides key management personnel services to
the Group or to the parent of the Group.
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2.4Summary of significant accounting policies
(continued)

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and
any impairment losses. When an item of property, plant and
equipment is classified as held for sale or when it is part of a
disposal group classified as held for sale, it is not depreciated
and is accounted for in accordance with HKFRS 5. The cost of
an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing the
asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and
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2.4Summary of significant accounting policies
(continued)

Property, plant and equipment and depreciation
(continued)

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

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

Construction in progress

Construction in progress represents a building under
construction, which is stated at cost less any impairment losses,
and is not depreciated. Cost comprises the direct costs of
construction and capitalised borrowing costs on related
borrowed funds during the period of construction. Construction
in progress is reclassified to the appropriate category of
property, plant and equipment when completed and ready for
use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either
finite or indefinite. Intangible assets with finite lives are
subsequently amortised over the useful economic life and
assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and
the amortisation method for an intangible asset with a finite
useful life are reviewed at least at each financial year end.
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2.4Summary of significant accounting policies
(continued)

Intangible assets (other than goodwill) (continued)

Intangible assets with indefinite useful lives are tested for
impairment annually 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 life is reviewed
annually to determine whether the indefinite life assessment
continues to be supportable. If not, the change in the useful life
assessment from indefinite to finite is accounted for on a
prospective basis.

Amortisation of intangible assets with finite useful lives is
charged to profit or loss on a straight-line basis over the assets’
estimated useful lives as follows:

- Patents 9 years
= Customer relationship 10 years
- Customer contracts 1 year

Leases (applicable from 1 January 2019)

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

Group as a lessee

The Group applies a single recognition and measurement
approach for all leases, except for short-term leases and leases
of low-value assets. The Group recognises lease liabilities to
make lease payments and right-of-use assets representing the
right to use the underlying assets.

At inception or on reassessment of a contract that contains a
lease component and non-lease component, the Group adopts
the practical expedient not to separate non-lease component
and to account for the lease component and the associated
non-lease component (e.g., property management services for
leases of properties) as a single lease component.
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2.4Summary of significant accounting policies 240 000 00O 0O Oooo

(continued)

Leases (applicable from 1 January 2019) (continued) OO00O201901010 000000

Group as a lessee (continued) oo0oo0o0o0oOoooo

(a) Right-of-use assets (@ OOO0O0O
Right-of-use assets are recognised at the commencement O00000DO0O0OOOCOODOOoOoOooOo
date of the lease (that is the date the underlying asset is OO00000Oo0O0oOooOooocooooo
available for use). Right-of-use assets are measured at cost, 0000oo0ooooooooooooao
less any accumulated depreciation and any impairment OO00o0Oo00OoOoOooOooooooOoo
losses, and adjusted for any remeasurement of lease Ddd0ooooOoOOoOoooOooOoooaon
liabilities. The cost of right-of-use assets includes the oo00o000OO0O0O0CoOooOoOoOooOoo
amount of lease liabilities recognised, initial direct costs 00o0o0oo0ooooooooooooao
incurred, and lease payments made at or before the O0000OoOooDooooooooo
commencement date less any lease incentives received. O0o00o00O0DOoOooOooooooo
Right-of-use assets are depreciated on a straight-line basis ooooooooooo
over the shorter of the lease terms and the estimated
useful lives of the assets as follows:
Leasehold lands 20 to 30 years oooao 200 300
Office buildings 2 years oooo 20
If ownership of the leased asset transfers to the Group by OO0o0o0oO0oD0DOoO0oOoOooooooo
the end of the lease term or the cost reflects the exercise Ooooooooooooooooo
of a purchase option, depreciation is calculated using the oooDoooooooooooooo

estimated useful life of the asset. oo




ANNUAL REPORT 2019 &% 113

Notes to Consolidated Financial Statements

31 December20190 000000000 OO0OO
(Expressed in Renminbi unless otherwise indicated) (D0 0 D 0 00D 000000000

2.4Summary of significant accounting policies 240 00 0 00O 0O Oooo

(continued)

Leases (applicable from 1 January 2019) (continued) OO00O201901010 000000

(b) Lease liabilities b) O0O000
Lease liabilities are recognised at the commencement date O00o0O0O0oooooooooooan
of the lease at the present value of lease payments to be O00o000ooO0oooooooooan
made over the lease term. The lease payments include fixed O0o000oooooooooooood
payments (including in-substance fixed payments) less any O00o000oO0oooooooooan

oooooooOooooOoooooan
oooooOoooOoooooooOoan
ooooooooboDooooooan
ooooooooOooobooOoOooOo
ooboooooooooooomao

lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be
paid under residual value guarantees. The lease payments
also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and
payments of penalties for termination of a lease, if the Oooooooooooooooan
lease term reflects the Group exercising the option to Oooooooooooooooan
terminate. The variable lease payments that do not depend OOO0o0o0oooooooooom
on an index or a rate are recognised as an expense in the

period in which the event or condition that triggers the

payment occurs.

OoooooQd

In calculating the present value of lease payments, the O00oO0oO0oooooooooooan
Group uses its incremental borrowing rate at the lease O00o0O0O0oooooooooooan
commencement date because the interest rate implicit in O00o0O0oO0oooOooooooooan
the lease is not readily determinable. After the O00o0o0ooooooooooan
commencement date, the amount of lease liabilities is O00oooooooooooooan
gooooboooDoobOoooooo
goOoooOooOoODODOODoOoOoooOOao
00o00oooooooooooooaon
goo0OoDoDOoOobDOoOoOooDoOoobOooao
go0oODDoDO0oOoOooOoOoOoooDoooao
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2.4Summary of significant accounting policies 240 000 00O 0O Oooo

(continued)

Leases (applicable from 1 January 2019) (continued) OO00O201901010 000000
Group as a lessor ooooooo

When the Group acts as a lessor, it classifies at lease inception 000000000 O000oOoooOoOooOan
(or when there is a lease modification) each of its leases as 000000000 oO0oooooooooan
either an operating lease or a finance lease. oooooo

Leases in which the Group does not transfer substantially all the 0O00000O0O0oO0o0OoD0ooooooOoo
risks and rewards incidental to ownership of an asset are oo0oO0ooOoOoOoOoOOoOoOoOoOoOOOOOO
classified as operating leases. When a contract contains lease O000o0oo0ooooooooooooan
and non-lease components, the Group allocates the O000oo0oooooooooooooan
consideration in the contract to each component on a relative O00o0ooooooooooooooan
stand-alone selling price basis. Rental income is accounted for O000oooooooooooooooan
on a straight-line basis over the lease terms and is included in O000o0ooooooooooooooan
revenue in the statement of profit or loss due to its operating Ooooooooo

nature. Initial direct costs incurred in negotiating and arranging

an operating lease are added to the carrying amount of the

leased asset and recognised over the lease term on the same

basis as rental income. Contingent rents are recognised as

revenue in the period in which they are earned.

Leases that transfer substantially all the risks and rewards Oo0ooooooooooooooooan
incidental to ownership of an underlying asset to the lessee are 0O000O000o0ooOoooooooooo
accounted for as finance leases.

Leases (applicable before 1 January 2019) Oooz019010100000

Leases that transfer substantially all the rewards and risks of oo0o0o0ooooooooooooogon
ownership of assets to the Group, other than legal title, are ooooooooooooooooooan
accounted for as finance leases. At the inception of a finance oo00d0ooooooooooogoooooao
lease, the cost of the leased asset is capitalised at the present 00o0ooo0oooooooooooooaon
value of the minimum lease payments and recorded together dooo0oooDoooooooooooooaon
with the obligation, excluding the interest element, to reflect the gooOo0ooobOO0o0oooOOoOobOoOOoOooOa
purchase and financing. Assets held under capitalised finance 0o0oooooooooooooOooooan
leases, including prepaid land lease payments under finance O00o0oooooooooooooooaon
leases, are included in property, plant and equipment, and O0o0oooooooooooooooaon
depreciated over the shorter of the lease terms and the O0o0oooooooooooooooon
estimated useful lives of the assets. The finance costs of such oooo

leases are charged to the statement of profit or loss so as to
provide a constant periodic rate of charge over the lease terms.
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2.4Summary of significant accounting policies 240 000 00O 0O Oooo

(continued)

Investments and other financial assets (continued) 00000000 Oooo

Initial recognition and measurement (continued) oo0oooooooo

In order for a financial asset to be classified and measured at O0o0o0ooooooooooooooan
amortised cost or fair value through other comprehensive oo0o0ooOoOoOoOoOOoOOoOOOoDOoDOoOoOoo
income, it needs to give rise to cash flows that are solely O0000o0O0oO0DO0ooooo0Oooaoao
payments of principal and interest (“SPPI”) on the principal [MOSPPIOOOOODOOODOOOOODOSPPIO
amount outstanding. Financial assets with cash flows that are O0o0o0ooooooooooooooan
not SPPI are classified and measured at fair value through profit O0000O00O0DoOoOooooOoo

or loss, irrespective of the business model.

The Group’s business model for managing financial assets refers O0o0o0oooooooooooooooan
to how it manages its financial assets in order to generate cash oooO0oOoOoOoOoOoOOoOoOOoOOOOOOOO
flows. The business model determines whether cash flows will O000oo0oooOooooooooooan
result from collecting contractual cash flows, selling the financial O00000oO0o0oO0DOoUoOoooOooooo
assets, or both. Financial assets classified and measured at O00o0ooooooooooooooan
amortised cost are held within a business model with the O00ooooooooooooooooan
objective to hold financial assets in order to collect contractual O0ooooooooooooooooan
cash flows, while financial assets classified and measured at fair O0ooooooooooooooooan
value through other comprehensive income are held within a Oo00oooooooooooooooan
business model with the objective of both holding to collect oooooOoOoOoOOoO0OOOODOoDOOoOO
contractual cash flows and selling. Financial assets which are not oooooooooooooo

held within the aforementioned business models are classified

and measured at fair value through profit or loss.

All regular way purchases and sales of financial assets are O0ooooooooooooooooan
recognised on the trade date, that is, the date that the Group ooooooooOoOoooOoOoOoOoOoOO
commits to purchase or sell the asset. Regular way purchases or 000000000000 ooooooog
sales are purchases or sales of financial assets that require O000O0o0o0oooooUooooooo
delivery of assets within the period generally established by

regulation or convention in the marketplace.

Subsequent measurement gogoo

The subsequent measurement of financial assets depends on Oo0ooooUooooUooooooooao
their classification as follows: goooooooo

Financial assets at amortised cost (debt instruments) oooooooOoooooooooonn
Financial assets at amortised cost are subsequently measured 00o0Do0o0ooooooDoooooooon
using the effective interest method and are subject to O000oooooooooooooooogao
impairment. Gains and losses are recognised in the statement of 000ooo0oooooooooooooon

profit or loss when the asset is derecognised, modified or
impaired.
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2.4Summary of significant accounting policies
(continued)

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

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

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

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

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

Gains and losses on these financial assets are never recycled to
the statement of profit or loss. Dividends are recognised as
other income in the statement of profit or loss when the right
of payment has been established, it is probable that the
economic benefits associated with the dividend will flow to the
Group and the amount of the dividend can be measured
reliably, except when the Group benefits from such proceeds as
a recovery of part of the cost of the financial asset, in which
case, such gains are recorded in other comprehensive income.
Equity investments designated at fair value through other
comprehensive income are not subject to impairment
assessment.
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2.4Summary of significant accounting policies
(continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)
Financial assets at fair value through profit or loss

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

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

A derivative embedded in a hybrid contract, with a financial
liability or non-financial host, is separated from the host and
accounted for as a separate derivative if the economic
characteristics and risks are not closely related to the host; a
separate instrument with the same terms as the embedded
derivative would meet the definition of a derivative; and the
hybrid contract is not measured at fair value through profit or
loss. Embedded derivatives are measured at fair value with
changes in fair value recognised in the statement of profit or
loss.

Reassessment only occurs if there is either a change in the
terms of the contract that significantly modifies the cash flows
that would otherwise be required or a reclassification of a
financial asset out of the fair value through profit or loss
category.

A derivative embedded within a hybrid contract containing a
financial asset host is not accounted for separately. The financial
asset host together with the embedded derivative is required to
be classified in its entirety as a financial asset at fair value
through profit or loss.
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2.4Summary of significant accounting policies
(continued)

Derecognition of financial assets

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

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

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

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

Continuing involvement that takes the form of a guarantee over
the transferred assets is measured at the lower of the original
carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.
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2.4Summary of significant accounting policies 240 000 00 0O Oooo

(continued)

Impairment of financial assets Ooooooad

The Group recognises an allowance for expected credit losses O00Do00oooDoooDoooooDooan
("ECLs") for all debt instruments not held at fair value through OoooooUooooUoooooouooo
profit or loss. ECLs are based on the difference between the O00Do00ooooo0oooooooDoooan
contractual cash flows due in accordance with the contract and OoooUooooooooooooooo
all the cash flows that the Group expects to receive, discounted Oo0000o0oooooooooooDooon
at an approximation of the original effective interest rate. The O0o0Do00oooDoo0oooooooooan
expected cash flows will include cash flows from the sale of 0O0o0oooooooooooon

collateral held or other credit enhancements that are integral to

the contractual terms.

General approach oooo

ECLs are recognised in two stages. For credit exposures for O0o000oo0ooooOooDooooogan
which there has not been a significant increase in credit risk oooO0oOoOoOoOoOoOoOoOoOoOoOOOOOO
since initial recognition, ECLs are provided for credit losses that Oo0o0ooOoDoDoOooOo120000000
result from default events that are possible within the next 12 Oo00O0oO0O00OoO0O00120000000
months (a 12-month ECL). For those credit exposures for which oomoooooOO0oO00O0oO0ooooooo
there has been a significant increase in credit risk since initial O0ooooOoOooOoooOoooooooan
recognition, a loss allowance is required for credit losses oo000o0o0O0O000oO0O00oooOooO
expected over the remaining life of the exposure, irrespective of oooooom

the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit Ooooooooooooooooooon
risk on a financial instrument has increased significantly since ooooooooooooooooooaon
initial recognition. When making the assessment, the Group Ooooooooooooooooooon
compares the risk of a default occurring on the financial ooooooooooooooooooaon
instrument as at the reporting date with the risk of a default Oo0ooooooooooooooooan
occurring on the financial instrument as at the date of initial Ooooooooooooooooooo
recognition and considers reasonable and supportable gooooooooo

information that is available without undue cost or effort,

including historical and forward-looking information.

For debt investments at fair value through other comprehensive ooooooooooooooooooaon
income, the Group applies the low credit risk simplification. At O0000ooO0oOoooooooooooogaon
each reporting date, the Group evaluates whether the debt oo0ooooooooooooooooo
investments are considered to have low credit risk using all 0000oo0ooooooooooooooo
reasonable and supportable information that is available without 000000oo0ooooooooooooan
undue cost or effort. In making that evaluation, the Group O0oo0ooooooooooooooan
reassesses the external credit ratings of the debt investments. In 000000 ooooOoooo3o00oon
addition, the Group considers that there has been a significant ooooooo

increase in credit risk when contractual payments are more than
30 days past due.
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2.4Summary of significant accounting policies 240 00 0 00O 0O Oooo

(continued)

Impairment of financial assets (continued) O0O0D000O0OoO

The Group considers a financial asset in default when oooooooeocnooooOoooooOoOan
contractual payments are 90 days past due. However, in certain 00000000 ooooooooooon
cases, the Group may also consider a financial asset to be in 0O0o0Do00ooooOooDoooooooan
default when internal or external information indicates that the Oooouooooooooouoooooo
Group is unlikely to receive the outstanding contractual amounts Oo000o0o0oooooooooooooan
in full before taking into account any credit enhancements held 0000000 oDoooDoDooooooan
by the Group. A financial asset is written off when there is no ooooo

reasonable expectation of recovering the contractual cash flows.

ooooo0oooOooooOoOoooood
oooooooO0ooOooOooOoooood
o0ooboooooooooboooooad
oooo0ooO0oO0Oo0ooO0OoOoogna
oooooooooo0ooooooono

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

OoOoooo

Stage 1 — Financial instruments for which credit risk has not 000 - DOoO0oOoDoDooooooao
increased significantly since initial recognition and ooooDoDoooooooo
for which the loss allowance is measured at an ooooocooo12no0an
amount equal to 12-month ECLs ooooo

Stage 2 — Financial instruments for which credit risk has 000 - DO0o0ooooooooooo
increased significantly since initial recognition but 0oooooooooooo
that are not credit-impaired financial assets and 0oooooooooooo
for which the loss allowance is measured at an 0ooooooooo

amount equal to lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the 000 - 00000oO0oooooogdo
reporting date (but that are not purchased or 00oooooooooom
originated credit-impaired) and for which the loss ooooooooooooao
allowance is measured at an amount equal to oooooo

lifetime ECLs
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2.4Summary of significant accounting policies 240 000 00 0O Oooo

(continued)
Impairment of financial assets (continued) O0O0D00O0O0OO

Simplified approach oooao

For trade receivables and contract assets that do not contain a O0o0o0ooooooooooooooan
significant financing component or when the Group applies the Oo00oooOoO0o0ooOooOooooooaon
practical expedient of not adjusting the effect of a significant O0000ooooooooooooooan
financing component, the Group applies the simplified approach O0000O0oo0o0ooooooooooooan
in calculating ECLs. Under the simplified approach, the Group oo0o0ooOoOO0OOOO0OOOODOoDOoDOoOooOoo
does not track changes in credit risk, but instead recognises a O00Oo0o0oooooooooooooan
loss allowance based on lifetime ECLs at each reporting date. 0O00000O0oO0OO0o0OoD0oooooOoOoo
The Group has established a provision matrix that is based on its d0oooooOoooooooooooan
historical credit loss experience, adjusted for forward-looking ooooao

factors specific to the debtors and the economic environment.

For trade receivables and contract assets that contain a O0o0oooooooooooooooan
significant financing component and lease receivables, the O00o0ooooooooooooooan
Group chooses as its accounting policy to adopt the simplified O0ooooooooooooooooan
approach in calculating ECLs with policies as described above. ooano

Financial liabilities 0000

Initial recognition and measurement ooo0ooooo

Financial liabilities are classified, at initial recognition, as 00000000000 OoOoOoooOoooon
financial liabilities at fair value through profit or loss, loans and 0oo00o0OO0OOoO0O0OoOoOOoooao
borrowings, payables, or as derivatives designated as hedging 000000 OO0OoDO0O0ooO0Oooooon
instruments in an effective hedge, as appropriate. O0o0oO0OO0O00000000m

All financial liabilities are recognised initially at fair value and, in 00000000 oOoOOoOoOO0ooooaon
the case of loans and borrowings and payables, net of directly 0oo00o0OoO00OOoOOoooOOo0ooaon
attributable transaction costs. 0o

The Group’s financial liabilities include trade and other payables, 0000000000 oDO0ooOoooooo
an amount due to the ultimate holding company, derivative 0oo00o0OO0OoOO0O0OoooOO0ooao
financial instruments and interest-bearing bank and other Oo0o0oooooo

borrowings.
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2.4Summary of significant accounting policies 240 00 0 00O 0O Oooo

(continued)

Financial liabilities (continued) OO0 00000

Subsequent measurement oooao

The subsequent measurement of financial liabilities depends on 0000000 D0DOoO0oOoDoDOooooooan
their classification as follows: ooo

oooooooooooo

ooooOoooooobOOooOoooOoooan
oboooOooobOooooooooooan
ooooooooooooobOoooooao
ooobOoo0oooOooOobOooOOooooan
ooooooooooo

Financial liabilities at amortised cost

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

Amortised cost is calculated by taking into account any discount O0oo0o0ooooo0ooDoooooooon
or premium on acquisition and fees or costs that are an integral 0O0oDo0o0oooDooooooooDooon
part of the effective interest rate. The effective interest rate O0ooooooooooooooooao
amortisation is included in finance costs in the statement of oooooo

profit or loss.

Financial guarantee contracts goooooao

Financial guarantee contracts issued by the Group are those O0oo00oooOoO0ooooooDoooaon
contracts that require a payment to be made to reimburse the 00000oooooooooooooon
holder for a loss it incurs because the specified debtor fails to 0000000 oDooooDooooDooon
make a payment when due in accordance with the terms of a O0ooooooooooooooooo
debt instrument. A financial guarantee contract is recognised 00o0000oO0oUoooooooooOoOoo
initially as a liability at its fair value, adjusted for transaction Oo0ooooooooooooooooan
costs that are directly attributable to the issuance of the Joooo0oGooooooDooooooon
guarantee. Subsequent to initial recognition, the Group goooDoooooomoagooooao
measures the financial guarantee contracts at the higher of: (i) o000 oOoOo0o0o0oOooobOoooo

the ECL allowance determined in accordance with the policy as
set out in “Impairment of financial assets”; and (ii) the amount
initially recognised less, when appropriate, the cumulative
amount of income recognised.
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2.4Summary of significant accounting policies
(continued)

Derecognition of financial liabilities

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

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

Offsetting of financial instruments

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

Inventories

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

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is
probable that a future outflow of resources will be required to
settle the obligation, provided that a reliable estimate can be
made of the amount of the obligation.
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2.4Summary of significant accounting policies
(continued)

Provisions (continued)

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

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

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short term highly liquid investments that are
readily convertible into known amounts of cash, are subject to
an insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired, less
bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand and
at banks, including term deposits, and assets similar in nature to
cash, which are not restricted as to use.

Government grants

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

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to the statement of
profit or loss over the expected useful life of the relevant asset
by equal annual instalments or deducted from the carrying
amount of the asset and released to the statement of profit or
loss by way of a reduced depreciation charge.
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2.4Summary of significant accounting policies
(continued)

Employee benefits
(i) Short term employee benefits

Salaries, annual bonuses and staff welfare costs are accrued
in the period in which the associated services are rendered
by employees of the Group. Where payment or settlement
is deferred and the effect would be material, these
amounts are stated at their present values.

(i) Contributions to defined contribution retirement plans

Contributions to local retirement schemes pursuant to the
relevant labour rules and regulations in Mainland China,
Taiwan and Hong Kong are recognised as an expense in
profit or loss as incurred, except to the extent that they are
included in the cost of inventories not yet recognised as an
expense.

(iii) Termination benefits

Termination benefits are recognised at the earlier of when
the Group can no longer withdraw the offer of those
benefits and when it recognises restructuring costs involving
the payment of termination benefits.

Income tax

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

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

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their carrying
amounts for financial reporting purposes.
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2.4Summary of significant accounting policies
(continued)

Income tax (continued)

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

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

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

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

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

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

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at the
end of each reporting period and are recognised to the extent
that it has become probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be
recovered.
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2.4Summary of significant accounting policies 240 000 00 0O Oooo

(continued)

Income tax (continued) Oddooo

Deferred tax assets and liabilities are measured at the tax rates Oooo0ooooUOoUooOoooooooo
that are expected to apply to the period when the asset is O0o00Do00oo0ooooooooooan
realised or the liability is settled, based on tax rates (and tax O00Do00ooooo0oooooooDoooan
laws) that have been enacted or substantively enacted by the Ooooooodooo

end of the reporting period.

oooobOoooOOoooOoooboOooDbOoo
oobooooobO0ooobOooDbb0OOoon
oooobOoooOOoooOoooboOooDbOoo
oobooooobO0ooobOooDb0b0OOoon
oobooooobO0oOooboooDb0bOOoon
oooobooo0ooooooboOooDbOoo
ooo0ooboobO0O0oo0oDbO00oDbO0on
goo0o0oOOoODODOO0O0O0O0000ooon

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

Oooooogoog

Revenue recognition oooad

Revenue from contracts with customers gdooooooood

Revenue from contracts with customers is recognised when O00oO0O0ooO0oOoO0oooooooooan
control of goods or services is transferred to the customers at ooooooooooooooooooan
an amount that reflects the consideration to which the Group Oo0ooooooooooooood

expects to be entitled in exchange for those goods or services.

When the consideration in a contract includes a variable 00o0Doo0oooooooooooooaon
amount, the amount of consideration is estimated to which the goooooooooooboobooooooao
Group will be entitled in exchange for transferring the goods or 0O0oo0oooooooooooooooaon
services to the customer. The variable consideration is estimated o0oooooooooDoooooooon
at contract inception and constrained until it is highly probable O0o0oooooooooooooooaon
that a significant revenue reversal in the amount of cumulative oooooo

revenue recognised will not occur when the associated
uncertainty with the variable consideration is subsequently
resolved.
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2.4Summary of significant accounting policies 240 00 0 00O 0O Oooo

(continued)

Revenue recognition (continued)) O000Oo0oO
Revenue from contracts with customers (continued)) 000000 0OooOooono
When the contract contains a financing component which oo0o0oO0oO0oO0OOoOOoOoODoOOOoDOoDOoOoOoO
provides the customer with a significant benefit of financing the O0o00oooo0oooooooooooan
transfer of goods or services to the customer for more than one Oo0oo0ooooooooooooooan
year, revenue is measured at the present value of the amount Oo0o0oooooooooooooooan
receivable, discounted using the discount rate that would be Oo0oOo0ooooooooooooooan
reflected in a separate financing transaction between the Group O0o00ooOoo0oooooooooooaon
and the customer at contract inception. When the contract Oo0ooooooooooooooooan
contains a financing component which provides the Group a OoO0oooo0oooo0oOoooooooon
significant financial benefit for more than one year, revenue Oo0o0o00oooooooooOoooooon
recognised under the contract includes the interest expense Oo00ooooooooooooooooan
accreted on the contract liability under the effective interest Oooooooi1sooooooooooan
method. For a contract where the period between the payment do000o0O0oOoooooog
by the customer and the transfer of the promised goods or
services is one year or less, the transaction price is not adjusted
for the effects of a significant financing component, using the
practical expedient in HKFRS 15.
(i) Sale of industrial products ) oooooo
Revenue from the sale of industrial products is recognised O0oO0oO0oO0oD0DOoooOooooooao
at the point in time when control of the asset is transferred oo0ooooooooooooooo
to the customer, generally on acceptance of the industrial ooooooo
products by customers.
(i) Processing services ) o000
Revenue from the processing services rendered is recognised 0O0oo0ooooDoooOooooooao
over time, using an input method to measure progress 000000 ooDooooooooo
towards complete satisfaction of the service, because the 000000 ooDooooooooo
Group’s performance does not create an asset with an gooo0oDOOO0o0oO0oDoOoOooDOooD
alternative use and the Group has an enforceable right to OoooOooooooooooooo
payment for performance completed to date. The input Ooo0o0ooooooooooooao
method recognises revenue based on the proportion of the O0o0ooooooooooooog

actual costs incurred relative to the estimated total costs for
satisfaction of the processing services.
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2.4Summary of significant accounting policies 240 000 00 0O Oooo

(continued)

Revenue recognition (continued) OO0D0O0Oooo

Revenue from contracts with customers (continued)) ooooooOoooooodg

(i) Construction services i) OO0
Revenue from the construction services is recognised over O0000O0O0O00O0ooooooooo
time, using an input method to measure progress towards O000DO00DO0OD0DOoOoOooOooooo
complete satisfaction of the service, because the Group’'s O0o0O0000OoO0oOoOooooooo
performance creates or enhances an asset that the O0000O0OD00OOoOO0oOooooooOoo
customer controls as the asset is created or enhanced. The OO0O0O000OCO0DOoOoooooooao
input method recognises revenue based on the proportion ooooooooooo

of the actual costs incurred relative to the estimated total
costs for satisfaction of the construction services.

oooocoooo

ooboooobO0ooobObOoob00oon
ooDoobOooo0OoooOooboOooDbOoo
ooooooo

Revenue from other sources

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

Oooo o

Other income ogoao

uoooooooooooboooooon
uboooboocoOoooooboooobooo
uboooboooooboboooobooo
goooooo

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

Oooog o

O

Dividend income is recognised when the shareholders’ right to 0000o0ooooooooooooo

receive payment has been established, it is probable that the 0o0ooooooooooooooooan
economic benefits associated with the dividend will flow to the goooOoooooooo

Group and the amount of the dividend can be measured

reliably.

Contract assets Ooo0oad

ocooooooooooobooooooo
ooboobooooobooboobOooooo
ocooooooooooobooooooo
obooobOoooobooboobOooooo
obooooooooocooooooobooao
gooooooobcooooooooo

A contract asset is the right to consideration in exchange for
goods or services transferred to the customer. If the Group
performs by transferring goods or services to a customer before
the customer pays consideration or before payment is due, a
contract asset is recognised for the earned consideration that is
conditional. Contract assets are subject to impairment
assessment, details of which are included in the accounting
policies for impairment of financial assets.

OOoooOoogoo




Notes to Consolidated Financial Statements

31 December20190 000000000 OO0OO
(Expressed in Renminbi unless otherwise indicated) (D0 0 D 0 00D 000000000

2.4Summary of significant accounting policies
(continued)

Contract liabilities

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

Borrowing costs

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

Research and development expenses

Expenditure on research and development is charged to profit or
loss as an expense when incurred.

Dividends

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

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.
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2.4Summary of significant accounting policies
(continued)

Foreign currencies

The Company’s functional currency is Hong Kong dollars.
However, the consolidated financial statements of the Group are
presented in RMB, as the directors of the Company consider
that the major subsidiaries of the Company are all presented in
RMB and meanwhile this presentation is more useful for its
current and potential investors. Each entity in the Group
determines its own functional currency and items included in the
financial statements of each entity are measured using that
functional currency. Foreign currency transactions recorded by
the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the dates of the
transactions. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency
rates of exchange ruling at the end of the reporting period.
Differences arising on settlement or translation of monetary
items are recognised in the statement of profit or loss.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using
the exchange rates at the date when the fair value was
measured. The gain or loss arising on translation of a non-
monetary item measured at fair value is treated in line with the
recognition of the gain or loss on change in fair value of the
item (i.e., translation difference on the item whose fair value
gain or loss is recognised in other comprehensive income or
profit or loss is also recognised in other comprehensive income
or profit or loss, respectively).
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2.4Summary of significant accounting policies
(continued)

Foreign currencies (continued)

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

The functional currencies of certain overseas subsidiaries are
currencies other than the RMB. As at the end of the reporting
period, the assets and liabilities of these entities are translated
into RMB at the exchange rates prevailing at the end of the
reporting period and their statements of comprehensive income
are translated into RMB at the weighted average exchange rates
for the year. The resulting exchange differences are recognised
in other comprehensive income and accumulated in the
exchange reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the statement of
profit or loss.

Any goodwill arising on the acquisition of a foreign operation
and any fair value adjustments to the carrying amounts of assets
and liabilities arising on acquisition are treated as assets and
liabilities of the foreign operation and translated at the closing
rate.

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into RMB
at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas subsidiaries which
arise throughout the year are translated into RMB at the
weighted average exchange rates for the year.
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3. Significant accounting judgments and 3. J000O0ooOooon

estimates

The preparation of the Group’s financial statements requires O00DO00DO0OO0OO0DOoOO0O0oOoOooooooan
management to make judgements, estimates and assumptions OO00000O0OO00OO0000oO0oooooon
that affect the reported amounts of revenues, expenses, assets 0000000 OO0OO00O0O0oO0oOoOoooa
and liabilities, and their accompanying disclosures, and the O00D00DO0D0DO0OO0oDOoDoDOoOooooooan
disclosure of contingent liabilities. Uncertainty about these O00DO00DO0OO0OO0OoOO0oO0oOoOooooooan
assumptions and estimates could result in outcomes that could oooooooao

require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Estimation uncertainty Oooooono

The key assumptions concerning the future and other key O0D0Do00ooooo0ooDoooooooan

sources of estimation uncertainty at the end of the reporting Oooouooooooooooooooo

period, that have a significant risk of causing a material O0oDo00ooooooDoooooDoooaon

adjustment to the carrying amounts of assets and liabilities oooooooo

within the next financial year, are described below.

(@) Useful lives of property, plant and equipment (@ DODODODOoDOoOoOooooooOon
Property, plant and equipment are depreciated on a O0000o0ooooooooooan
straight-line basis over the estimated useful life of each O0000o0ooooooooooan
asset, after taking into account the estimated residual OO00oO0oOoOooooooooooan
value. Management reviews annually the useful life of an 0000000000 Ooooo0mooon
asset and its residual value, if any. Both the period and 0o00ooooOooooooooooao
methods of depreciation are reviewed annually. The 00000 0ooOoooooooooao
depreciation expenses for future periods are adjusted if gdoooooood
there are significant changes from previous estimates.

(b) Impairment of non-financial assets () DOOOOOQg
Management assesses whether there are any indicators of Oooooo0opooooooooooo
impairment for non-financial assets at the end of each oo0od0oooooooooooooo
reporting period. Other non-financial assets are tested for oo0od0oooooooooooooo
impairment when there are indicators that the carrying ooodooooooooooooooo
amounts may not be recoverable. An impairment exists ooodoooooDoooooooooo
when the carrying value of an asset or a cash-generating ooo0o0oooDOoooooDooooao
unit exceeds its recoverable amount, which is the higher of goooooooooooooooao
its fair value less costs of disposal and its value in use. The Oooooo0opooooooooooo
calculation of the fair value less costs of disposal is based oo0o0oo0ooooooooooogo
on observable market prices less incremental costs for Oooooo0opooooooooooo
disposing of the asset. When value in use calculations are oo0od0oooooooooooooo
undertaken, management must estimate the expected oooooooDoooooooooo
future cash flows from the asset or cash-generating unit Oooooooot4o
and choose a suitable discount rate in order to calculate the
present value of those cash flows. Further details are given
in note 14 to the financial statements.

Goodwill is tested for impairment at least annually even if ooodooooDoooooooooo

there is no indication of impairment. oooooo
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3. Significant accounting judgments and
estimates (continued)

Estimation uncertainty (continued)

(0)

Provision for expected credit losses on trade receivables and
contract assets

The Group uses a provision matrix to calculate ECLs for
trade receivables and contract assets. The provision rates are
based on ageing for groupings of various customer
segments that have similar loss patterns (i.e., by geography,
product type, customer type and rating, and coverage by
letters of credit and other forms of credit insurance).

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

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is a
significant estimate. The amount of ECLs is sensitive to
changes in circumstances and forecast economic conditions.
The Group's historical credit loss experience and forecast of
economic conditions may also not be representative of
customer’s actual default in the future. The information
about the ECLs on the Group’s trade receivables and
contract assets are disclosed in note 23 and note 24 to the
financial statements, respectively.

ANNUAL REPORT 2019 £ 135

3. 0000000 Oooo

Oo0D00000OoDo

(©) ooo0ooooooooooooaon
O

oooooooooobooooan
oooooOoooooooooao
oooooooooobooooan
ocooooooOooooooon
oooooooooobooooaa
oooooooomm

Oooooo oo
Oooooo oo

oooooooooOooOooooan
ooooobDoooOoooooooan
ooooooooooOoooooan
ooobDooooocoocoooooan
ooooobDOoooOoooOoooOoan
oooOoooooooooooooan
ooooOoooOoooooboOoooan
oooooooo

OooooooQd

obooooooooooooao
oooooooooooooboo
obooooooooooooo
oboooooooobooooao
oooooooooooooboo
obogoooooooooooo
oooooooooooooboo
oooooooooooooboo
O

e O e O e s O o A o A
Oooooooog

0240000




136 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000

Notes to Consolidated Financial Statements
dOoooodmn

31 December20190 0 000000000 OOO0
(Expressed in Renminbi unless otherwise indicated)[D 0 0 0D 0 00000000000

3. Significant accounting judgments and 3. 00000000 0Oooo

estimates (continued)

Estimation uncertainty (continued) OO000000Oooo

(d) Leases — Estimating the incremental borrowing rate (d OO —ODOODOODOOO

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

Estimation uncertainty (continued)

(e)

Impairment of prepayments to suppliers and provision for
onerous contract

The Group makes non-cancellable advance payments to raw
material suppliers under purchase agreements which are to
be offset against future purchases. In the event when the
economic benefits expected to be received under these
purchase agreements are less than the unavoidable costs of
meeting the contractual obligations; or the financial
conditions of suppliers deteriorate, management will
consider whether such advance payments to suppliers are
impaired and make necessary provision for the present
obligations under the agreements. The Group does not
require collateral or other security against its prepayments
to suppliers. Management performs ongoing evaluations of
impairment of prepayments to suppliers and provisions for
commitments that may become onerous due to a change of
market conditions and the financial conditions of its
suppliers. The evaluations take into account the projected
revenue, related expenses and other costs. When the
prepayments are not likely to be settled as expected, the
Group will make necessary provisions for the present
obligations under the agreements. Meanwhile, provision for
onerous contract will also be made when the unavoidable
costs of meeting the obligations under the purchase
agreements exceed the economic benefits expected to be
received under it. An increase or decrease in the above
provisions would affect the Group's profit or loss and net
assets value. Further details of the provision for impairment
of prepayments to suppliers and the provision for inventory
purchase commitment are given in note 18 and note 32 to
the financial statements, respectively.
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3. Significant accounting judgments and
estimates (continued)

Estimation uncertainty (continued)

(f)

Write-down of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs to completion and selling expenses. These estimates
are based on the current market condition and the
historical experience of manufacture and selling products of
similar nature. It could change significantly as a result of
changes in technique and competitors’ actions in response
to adverse industry cycles. Management reassesses these
estimates at the end of each reporting period. As at 31
December 2019, the Group provided for write-down of
inventories amounting to RMB15,818,000 (2018:
RMB42,823,000).

Income taxes

The Group is subject to income taxes in various
jurisdictions. Significant judgement is required in
determining the provision for income taxes. There are
transactions during the ordinary course of business, for
which calculation of the ultimate tax determination is
uncertain. Where the final tax outcome is different from the
amounts that were initially recorded, such differences
would affect profit or loss in future years.

Recognition of deferred tax assets, which is related to tax
losses and deductible temporary differences, depends on
management'’s expectation of future taxable profits that will
be available against which the tax losses or the asset can
be utilised. The outcome of their actual utilisation may be
different.

The carrying value of deferred tax assets relating to
recognised tax losses and deductible temporary differences
at 31 December 2019 was RMB16,573,000 (2018:
RMB48,009,000). Further details are disclosed in note 21 to
the financial statements.
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3. Significant accounting judgments and 3. 00000000 0Oooo

estimates (continued)

Estimation uncertainty (continued) O0O0D0O000Oo0oO

(h) Provision for warranties (hy ODOooOO
The Group provides warranties for its photovoltaic modules O000o0OoOooooooo25000
for up to 25 years after sales have taken place. Due to O00000000oO0o0oOooooooan
limited warranty claims history, management estimates O00Do0O00oOoOooooooooan
warranty based on the Group’s historical cost data, industry O0o0o0o0ooOoooooooooan
data and an assessment of the history of warranty claims of O00o000ooooooooooan
the Group’s competitors. The warranty obligation of the O00o0O00oO0oooooooooan
Group will be affected not only by the product failure O000o0oOoOoooooooooon
rates, but also by costs incurred to repair or replace failed Oo0o0o00oooOoooooooooan
products. If the actual product failure rates and the costs of O00000o00oooOoooooooan
replacement or repairing of failed products differ from the gooooopoDoooOooooooo
estimates, the Group will need to prospectively revise the O000oO000ooooooooooan
provision for warranties which would affect profit or loss in oooooooooo32d

future years. Further details of the Group’s provision for
warranties are given in note 32 to the financial statements.

4. Operating segment information 4. 00 O0DODOO

In a manner consistent with the way in which information is 00000 0OoDoDOooooooooooan
reported internally to the Group’s most senior executive O00o00oo0ooOoO0oooooooooan
management for the purposes of resources allocation and 0ooodooooooooOooo@moooan
performance assessment, the Group has identified four Oo0ooooooooooooooooao
reportable segments: (i) the manufacture of, trading of, and Oo0ooooooooooooooooao
provision of processing services for polysilicon and ODOoO0DAODGHOOOO0DDOOO0OmOOn
monocrystalline silicon solar ingots/wafers (“Segment A"); (ii) the BN (D OOooOO0O0OO000O000O0maan
manufacture and trading of photovoltaic modules (“Segment CdDO(vyooooDOoOOoOooOooobOoo
B”); (iii) the manufacture and trading of monocrystalline silicon 00o0o0oooooooooooooooag
solar cells (“Segment C”); and (iv) the construction and goooooooooooooooooag
operation of photovoltaic power plants (“Segment D”). No 00000o0ooooooooooooooo
operating segments have been aggregated to form these 0O00o00oooooooooooooon
reportable segments. Comparative figures have been provided oooooooooo

on a basis consistent with the current year’s segment analysis.
Revenue, costs and expenses are allocated to those reportable
segments with reference to sales generated by those segments
and the costs and expenses incurred by those segments.
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4. Operating segment information (continued) 4. 00000 0Oooo

(a) Segment results, assets and liabilities (@) DODOOODODOODO
For the purpose of assessing segment performance and O0o0o0o0oDooDooDooooooo
allocating resources between segments, the Group’s most O0oo0o0DooDoooooooooao
senior executive management monitors the results, assets Oo000Doo0o0ooooooooOoooo
and liabilities attributable to each reportable segment on Oo0oooooooooom
the basis as they are presented in the Group’s financial
statements.
Intersegment sales and transfers are transacted with O0oo0ooDo0oDoooooooooao
reference to the selling prices used for sales made to third O00000o0o0o0oooooooooo

parties at the then prevailing market prices.

Information regarding the Group’s reportable segments as Oo0o0ooooooDooooooo
provided to the Group’s most senior executive management O0o0ooDooDoooooooooao
for the years ended 31 December 2019 and 2018 is set out O0oo0ooDooDoooooooooao
below: ooooooog
Segment A Segment B Segment C Segment D Total
O0A ooB ooc oop

2019 2018 2019 2018 2019 2018 2019 2018 2019 2018
00000 |yupupsislely OO COCOC pupepsielely 00O 00 Eepepsfelely 00000 gepepeieiely 00000 gapegsgeisl
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
00000 |yupupsislely OO COC0C pupepsielely 00O 00 pepepsfelely 00000 gepepsielely (0000 gapegsgsisl

Revenue from external customers goooooooo 1,154,836 808,499 3,199,102 3,070,648 45,173 85,123 26,441 58,182 4,425,552 4,022,452
Intersegment revenue poooo 297,787 1,070,901 1,227,628 2,241,010 383,001 340,326 2,827 849 1,911,243 3,653,086
Reportable segment revenue goooooo 1,452,623 1,879,400 4,426,730 5,311,658 428,174 425,449 29,268 59,031 6,336,795 7,675,538
Reportable segment (loss)/profit DOoooooooog
oo (324,732) (221,124) 21,434 70,488 (39,139) (52,893) (11,921) (17,058) (354,358) (220,587)
Reportable segment assets goooooo 1,697,870 3,159,913 2,019,642 544,437 521,575 672,223 190,093 189,428 4,429,180 4,566,001
Reportable segment liabilities goooooo 1,712,727 2,649,294 1,885,913 636,327 270,664 373,507 104,310 98,882 3,973,614 3,758,010
Other segment information: poooooo
Interest income from bank deposits oooooooa
oo 6,516 1,293 5,172 3,354 6 927 46 42 11,740 5616

Finance costs oooo (64,816) (55,191) (39,166) (57,816) (13,396) (16,501) (5,752) (6,504) (123,130) (136,012)
Depreciation and amortisation ooooo (134,172) (179,872) (73,726) (44,512) (30,755) (9,040) (393) (246) (239,046) (233,670)
Impairment of property, plant and oooooooo

equipment oo (15,167) (35,100) C — C (11,920 C — (15,167) (47,020)
Share of losses of associates gooooooo = (1,461) (1,330) — = — = — (1,330) (1,461)
Impairment losses on financial and poooOooo

contract assets, net goooo (11,918) (17,577) 5,776 (14,887) 2,016 (2,321) (1,136) 9,712 (5,262) (44,497)
Impairment losses on prepayment oooooooao (26,975) — = — = — = — (26,975) —
Reversal of write-down of Doooooo

inventories gooa 13,520 (21,771) 15,019 (7,803) (1,534) 1,973 C (20) 27,005 (27,621)
Capital expenditure* oooox 335,591 166,431 71,391 164,605 1,024 5,623 2 5 408,008 336,664
Investments in associates ooooooo — 5,591 157 — — — — — 157 5,591

* Capital expenditure consists of additions to property, plant and * Joo0o0o0oooooOoooooooooo

equipment and intangible assets. ooo
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4. Operating segment information (continued) 4. 00000 0Oooo

(b) Geographic information (b) DODODO
Substantially all of the Group’s property, plant and 0Oo0o0Do0o0ooooDooooooooao
equipment, lease prepayments, goodwill, intangible assets O0o0o0oDooooDoDOoooooooo
and interests in associates are located or operated in the Oo0o0oo0oDOooOoooooooOoao
Mainland China. The following table sets out information 0Oo0oooooDoooooooooao
about the Group’s revenue from external customers and the Oo0o0oo0ooDOoooooooooOoao
Group's non-current prepayments by geographical location. oo0ooooooooooon

The geographical location of a customer is based on the
location to which the goods were delivered or the services
were provided.

(i) Revenue from external customers () Dopoooooo

2019 2018
ooooao ooooo
RMB’000 RMB'000
ooooao ooooo

Mainland China oogo 3,273,758 2,963,496
Export sales oooao
- Japan -00 783,353 662,962
— Taiwan -00 — 6,621
— Other Asian Regions -oooooo 349,266 377,267
— Europe -0o 17,060 12,106
- Mexico -0oo 2,115 —
Sub-total oo 1,151,794 1,058,956

Total oo 4,425,552 4,022,452
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4. Operating segment information (continued) 4. 00000 0Oooo
(b) Geographic information (continued) (o) DODOOoDD
(ii) Non-current prepayments (i) Dooooog

2019 2018
ooooo ooooo
RMB’000 RMB’000
ooooo ooooo

Mainland China gooo 29,447 62,451
Overseas oo
— Taiwan -00 — 33,557
Sub-total oo — 33,557
Total Oood 29,447 96,008
() Information about major customers (o DOOODOOoaO
For the year ended 31 December 2019, revenue from major O0000O00o0O0oO0OoOooOooooo
customers, each of whom contributed 10% or more to the oodooDooooooooooooaon
Group's total revenue, is set out below: 01m%0000oooo0o

2019 2018
ooooao ooooo
RMB’'000 RMB’000
ooooao ooooo

Customer A OOA
— From Segment A -DO00O0OA — 12,428
— From Segment B -0oooB 482,736 587,202
— From Segment C -—0Dopooc — 6
Customer B oosB
— From Segment A -DO0O0O0OA 9,276 109,262
— From Segment B -0o0ooB 146,833 512,387

— From Segment C -0DOopooc — 11,993
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5. Revenue 5. 0O
2019 2018
goooao goooao
RMB’000 RMB’'000
goooao goooao
Revenue from contracts with customers oooooooooo
Sales of monocrystalline silicon solar ingots/ oooooooooooo
wafers 1,106,209 703,802
Sales of monocrystalline and multicrystalline Ooooooooooood
silicon solar cells 45,173 83,004
Sales of photovoltaic modules oooooao 2,898,479 2,489,290
Construction and operation of photovoltaic ooooooood
power plants 26,441 58,182
Rendering of services oooo 349,250 688,174

4,425,552 4,022,452
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5. Revenue (continued) 5. 0 Oooo
Revenue from contracts with customers OO00O0O0OD0OQCOD0OO
(i) Disaggregated revenue information () DooOooog
For the year ended 31 December 2019 O0o0o0oooooooooooon

Construction and
operation of

Silicon solar Photovoltaic photovoltaic
ingots/wafers modules Silicon solar cells power plants Total
oooooo ooo
00 pooao oooooo 0ooooao oo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ooooao poooao ooooa ooooao poooao
Types of goods and service gooooooao
Sales of industrial products goooooag 1,106,209 2,898,479 45,173 = 4,049,861
Processing service oooo 39,338 300,623 9,289 - 349,250
Construction services oooo = = = 26,441 26,441
Total oo 1,145,547 3,199,102 54,462 26,441 4,425,552
Geographic market ooooo
Mainland China oo 1,145,038 2,079,587 22,692 26,441 3,273,758
Japan oo 12 751,571 31,770 = 783,353
South Asia oo = 349,266 = = 349,266
Other Asian regions ogoooo 497 16,563 = = 17,060
Others 0o - 2,115 - - 2,115
Total oo 1,145,547 3,199,102 54,462 26,441 4,425,552
Timing of revenue recognition oooooo
Goods transferred at a point of oopoooooo
time oo 1,106,209 2,898,479 45173 = 4,049,861
Service transferred over time ooooooo 39,338 300,623 9,289 26,441 375,691

Total oo 1,145,547 3,199,102 54,462 26,441 4,425,552
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5. Revenue (continued) 5. 0 0Oooo
Revenue from contracts with customers (continued) O00D0000000Ooo0
(i) Disaggregated revenue information (continued) () DO0DDODOoOOoOO
For the year ended 31 December 2018 O000O0oOo0O0ODO0oooooooao
oo
Construction and
operation of
Silicon solar Photovoltaic photovoltaic
ingots/wafers modules  Silicon solar cells power plants Total
ooo ooooao
0oo0oo pooo 0ooooao 0000 0o
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ooooa goooo ooooa ooooa goooo
Types of goods and service gpoooooao
Sales of industrial products oooooag 703,802 2,489,290 83,004 - 3,276,096
Processing service oooo 104,697 581,358 2,119 - 688,174
Construction services oooa = == == 58,182 58,182
Total oo 808,499 3,070,648 85,123 58,182 4,022,452
Geographic market ooooo
Mainland China oag 759,554 2,082,448 63,312 58,182 2,963,496
Japan oo 12,708 628,443 21,811 — 662,962
Taiwan oo 6,621 - - — 6,621
Other Asian regions gooooo 29,616 347,651 — - 377,267
Others 0o - 12,106 - - 12,106
Total oo 808,499 3,070,648 85,123 58,182 4,022,452
Timing of revenue recognition gooooo
Goods transferred at a point of ooopooooo
time oa 703,802 2,489,290 83,004 — 3,276,096
Service transferred over time ooooooo 104,697 581,358 2,119 58,182 746,356
Total oo 808,499 3,070,648 85,123 58,182 4,022,452
The following table shows the amounts of revenue 00o0o0oDoDOooDoooooooog
recognised in the current reporting period that were ooo0oo0oDOooooDooooao
included in the contract liabilities at the beginning of the O00o0ooOoOoUooOoOoo

reporting period and recognised from performance
obligations satisfied in previous periods:
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5. 0 Oooo
OO00O00O0O0O0O00Oo0oo

5. Revenue (continued)
Revenue from contracts with customers (continued)

0)

Disaggregated revenue information (continued)

(i)

oboobooooo

Revenue recognised that was included in
contract liabilities at the beginning of the
reporting period:

Sales of industrial products goooooao

ooooooooooan
oooooooo

2019 2018
ooooao ooooo
RMB’000 RMB’000
ooooao ooooo
64,466 43,850

(ii)

Performance obligations

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

Sale of industrial products

The performance obligation is satisfied upon the acceptance
of industrial products by customers and payment is
generally due within 30 to 90 days from delivery, except for
new customers and small-sized customers, where payment
in advance is normally required.

Processing service

The performance obligation is satisfied over time as services
are rendered and payment is generally due within 30 to 90
days after customer acceptance.

Construction service

The performance obligation is satisfied over time as services
are rendered and payment is generally due within 30 to 90
days from the date of billing.

The transaction prices allocated to the remaining
performance obligations (unsatisfied or partially unsatisfied)
as at 31 December are as follows:

(ii)

ooono
ooooocOooOoOoOoOoOocoOoooo

ooooon

ooo00ooooOO0ooooOoOO0oOoooono
oooooooOooOoOooooooDoo
oooO0ooooooosonooonoooo

oooo

gooooobobooooboooooooo
oooooooboogsooeocoboonon

oooo

goooooboooobooooooo
oOooooooosoosocobOoOn

gooooboooooboooooonon
gboboocbooooboobooobo
ooo

Within one year ooo

2019 2018
ooooao ooooo
RMB’'000 RMB'000
ooooao goooog
265,979 64,466
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6. Other income and gains, net 6. 000 O0OoOoOooOaO

2019 2018
ooooao ooooo
RMB’000 RMB’000
ooooao ooooo

Other income oooao

Government grants (note 33) 0000000330 166,152 46,184

Interest income from bank deposits ooooooooao 11,740 5,616
177,892 51,800

Other gains/(losses), net O000ooooomoao

Net foreign exchange gain oooooo 9,412 787

Net loss on disposal of property, plant ooooooooooood

and equipment oo (128,879) (2,774)

Gain from sales of other materials ooooooogd 216 1,021

Others oo (42,671) 2,918
(161,922) 1,952

7. Loss before tax 7. 00000
The Group's loss before tax is arrived at after charging/ Ooooooooooooo
(crediting):

2019 2018
ooooo ooooo
RMB’000 RMB’000
ooooo ooooo

(a) Staff costs* (including directors’ and chief executive’s remuneration
(note 9))
oooo#uoo0oooooDOooDooo0ooOoooaoorm

Salaries, wages and other benefits oooooooooo 256,061 201,374
Contributions to retirement schemes gooooao 27,663 20,273

283,724 221,647
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7. Loss before tax (continued) 7. 00 0O0OOooo

2019 2018
goooao goooo
RMB’'000 RMB’'000
goooao goooo
(b) Auditors’ remuneration
ooooo
Audit services oooao 3,070 2,791
Tax services oooo 23 —
Other services oooao 272 272
3,365 3,063
2019 2018
goooao goooo
RMB’000 RMB’000
goooao goonoo
(c) Other items
gooao
Depreciation of right-of-use assets (2018: oooooooo
amortization of land lease payments) 02018000 oooooon
(note 17) gooi17o 5,715 4,244
Depreciation of property, plant and ooooooooooot
equipment* (note 14) 0o o140 233,331 229,426
Provision/(reversal) for warranties* gooooOooooooon
(note 32) 0oo3s20 18,394 (3,621)
Operating lease charges — properties oooooo —oo — 1,914
Research and development costs gooooooo 230,289 210,252
Impairment losses on financial and contract oooooooooooo
assets, net (note 23 and 24) 00 0230240 5,262 44,497
Impairment of property, plant and oooooooooog
equipment (note 14) 0o o140 15,167 47,020
Impairment losses on prepayment gooooooao 26,975 —
Net loss on disposal of property, plant and oooooooooooog
equipment oo 128,879 2,774
Cost of inventories sold* (note 22(b)) O0oo0O0O0a0o222p)o 3,747,724 2,953,556
Cost of services rendered* oooooog* 336,460 671,346

# Cost of inventories sold and cost of services rendered include, in
aggregate, RMB457,668,000 (2018: RMB364,086,000) for the year
ended 31 December 2019, relating to staff costs, depreciation and
provision for warranties which amounts are also included in the

respective total amounts disclosed separately above.

#

gooooooooboooobobooooonoo
Oo0ooo0o00oo00o0OO00o0O00o0aO
JO00o0O0o0oooO0oo0noas7,668,0000
oooOo0OO0OO0000364,086,0000 00O
gooooooooooobooooo
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8. Finance costs 8. QOO

2019 2018
ooooao ooooo
RMB’000 RMB’000
ooooao ooooo

Interest on bank and other loans wholly gooooooooooooo

repayable within five years 0oooooo 123,003 135,469
Interest on lease liabilities oooo 127 =
Interest on finance leases gooooao — 543
Total interest expenses on financial liabilities ooo0oooooooood

not at fair value through profit or loss goooooooa 123,130 136,012

9. Directors’ and chief executive’s 9. J0O0O0OO0ODOOoOOoOOOan

remuneration
Directors’ and chief executive's remuneration for the vyear, 0000000000000 D03831)a)d
disclosed pursuant to the Listing Rules, section 383(1)(a), (b), (c) bOE@oMo oL OoOOOooooooooa
and (f) of the Hong Kong Companies Ordinance and Part 2 of 000200000000 00000000
the Companies (Disclosure of Information about Benefits of ooooooao

Directors) Regulation, is as follows:

2019 2018
ooooao ooooo
RMB’'000 RMB'000
ooooao ooooo

Fees oo 4,050 3,708

Other emoluments: ooooog
Salaries, allowances and benefits in kind gooooooooo 257 253
Retirement scheme contributions gooooao 35 33
292 286

4,342 3,994
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9. Directors’ and chief executive’s
remuneration (continued)

9. J0U0D0DODOUOUO0OUOooo

2019
oooono
Salaries,
allowances Retirement
and benefits scheme
in kind contributions
oo
ooooo
oo Ooo0ooO0 OooOooaao 0o
RMB’000 RMB’000 RMB’000 RMB’000
ooooad goooa goooa ogoooa
Executive directors oooo
Tan Wenhua goao 860 = = 860
Tan Xin (chief executive) Oooocoooa 1,612 — 16 1,628
Wang Junze goao 553 257 19 829
Non-executive director goooao
Hsu You Yuan ogoao 699 = = 699
Independent non- ooooooao
executive directors
Wong Wing Kuen, Albert ooo 107 — — 107
Fu Shuangye ooo 107 — — 107
Zhang Chun oo 54 — — 54
Feng Wenli ooo 58 — — 58
Total oo 4,050 257 35 4,342
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9. Directors’ and chief executive’s 9. 0000000000 DOooo
remuneration (continued)
2018
ooooo
Salaries,
allowances Retirement
and benefits scheme
Fees in kind  contributions Total
oo
ooooo
oo Ooo0oOO0oOO0 OOooOoooaao oo
RMB’'000 RMB’000 RMB’000 RMB’000

ooooo ooooao ooooao ooooo

Executive directors ooogo

Tan Wenhua ood 873 = = 873
Tan Xin (chief executive) ooooooo 1,368 = 15 1,383
Wang Junze ood 507 253 18 778
Non-executive director ooooad

Hsu You Yuan oono 657 = e 657
Independent non- ooooooo

executive directors

Wong Wing Kuen, Albert ooo 101 — — 101
Fu Shuangye ooo 101 — — 101
Zhang Chun oo 101 — — 101
Total oo 3,708 253 33 3,994
There was no arrangement under which a director or the chief OO00o0o0oooU0oOoooUoooooooao

executive waived any remuneration during the year. Oo0ooooouooooood
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10.Five highest paid employees

The five highest paid employees during the year included four
(2018: four) directors including the chief executive whose
remuneration are disclosed in note 9. The aggregate of the
remuneration in respect of the remaining one (2018: one)
highest paid employee who is neither a director nor chief
executive of the Company is as follows:

10.0 0000000

oo0ooocOoOO0OO0oCcOoOO0oOoocOoOOoOan
oo obooooOooocomooan
ooooOOesoOOOoOOOOoOOOOOOOn
oooooooooooooooooOoo
ooooocoooooo

2019 2018

OoOoo0oao ooooa

RMB’000 RMB’000

OoOoo0oao oOoooa

Basic salaries, allowances and benefits in kind oooooooooooao 699 615
Retirement scheme contributions opooooo = 15
699 630

The remuneration of the remaining one (2018: one) highest paid
employee is within the following band:

ooobobOooOOooOoo0oobooOoooOOoan
ooooooooo

2019 2018

goooa goooad

Number of Number of

individuals individuals

oo 0o

Nil to HK$1,000,000 0 0 1,000,0000 O 1 1
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11.Income tax 11.0 O O
(@) Income tax in the consolidated statement of profit or loss () DO0O0OOODOODOOOooOO
represents:
2019 2018
goooad goooad
RMB’000 RMB’000
goooad goooa
Current tax — the PRC oooo-00
Provision for the year oooo 9,104 177
Under-provision in respect of prior years opoooooo 882 1,015
9,986 1,192
Deferred tax (note 21) 00o0o0oooad210 31,322 (13,349)
Income tax expense/(credit) for the year oooooOo0o0oOooooa 41,308 (12,157)
(b) A reconciliation of the tax expense applicable to loss before (o) OO0OO0O0O0O0O0O0OO0ODOOO0O0O0OO0O
tax at the statutory rates for the countries (or jurisdictions) 0000000 ooooooooao
in which the Company and the majority of its subsidiaries Oo0o0o0ooDoooooooooao
are domiciled to the tax expense at the effective tax rates, goooooooooog
is as follows:
2019 2018
ogoooad goooad
RMB’000 RMB’000
ooooo goooo
Loss before taxation goooo (313,050) (232,744)
Tax at the statutory tax rate ooooooooogog (78,263) (58,186)
Tax effect of non-deductible expenses ooooooooooao 2,563 1,373
Tax effect of non-taxable income oooooooooo (958) —
Effect of differential tax rates (note (i)) goooooooooao 5,805 518
Effect of tax concessions obtained oooooOo0ooooooaoayo
(note (ii)) (1,181) (1,926)
Tax effect of unused tax losses and Oo0ooooooooooog
temporary oo
differences not recognised ooooooo 81,615 73,902
Utilisation of unused tax loss and oo0ooooo0ooooow

temporary
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11.Income tax (continued)

(b) (continued)
Notes:

)

(if)

Hong Kong profits tax is calculated at 16.5% (2018: 16.5%)
of the estimated assessable profits of the Company’s
subsidiaries incorporated in Hong Kong during the year. No
provision for Hong Kong profits tax has been made as the
subsidiaries incorporated in Hong Kong either did not have
any assessable profits subject to Hong Kong profits tax or had
accumulated tax losses brought forward from previous years to
offset the assessable profits for the year.

The Company and its subsidiaries incorporated in the Cayman
Islands and the British Virgin Islands are not subject to any
income tax pursuant to the local rules and regulations of their
respective countries of incorporation.

The statutory tax rate applicable to the Company’s subsidiary
incorporated in Germany is 15% for the year ended 31
December 2019 (2018: 15%). No provision for the German
income tax has been made as the subsidiary incorporated in
Germany did not have any taxable profits for the year ended
31 December 2019 (2018: Nil).

The statutory tax rate applicable to the Company’s subsidiary
incorporated in Ghana was 35% for the year ended 31
December 2019 (2018: 35%). No provision for the Ghana
income tax has been made as the subsidiary incorporated in
Ghana did not have any taxable profits for the year ended 31
December 2019 (2018: Nil).

The income tax rate of the Company’s PRC subsidiaries is 25%
except for the subsidiaries mentioned below:

Jinzhou Yangguang Energy Co., Ltd. (“Yangguang”) was
accredited as “High and New Technology Enterprise” by the
relevant government authority in 2012 for a term of three
years, and has been registered with the local tax authority to
be eligible for a reduced income tax rate of 15%. Yangguang
has renewed the “High and New Technology Enterprise”
certificate in 2018 effective for the three years from 2018 to
2020. Accordingly, Yangguang was entitled to the 15%
income tax rate for 2019 and 2018.

Jinzhou Huachang Photovoltaic Technology Ltd (“Jinzhou
Huachang”) was accredited as “High and New Technology
Enterprise” by the relevant government authority in 2014 for
a term of three years, and has been registered with the local
tax authority to be eligible for a reduced income tax rate of
15%. Jinzhou Huachang has renewed the “High and New
Technology Enterprise” certificate in 2017 effective for the
three years from 2017 to 2019. Accordingly, Jinzhou

Huachang was entitled to the 15% income tax rate for 2019
and 2018.

11.0 O Oooo

(byODOO
ooo

)

(ii)

ooooooooOooooOooooaon
000000000 00000016.5%
O0o0O0O0001e5% 000000000
goooO0ooooO0oOoooooooo
OoooO0oOooOooO0OO0OOOoOooOoOon
goo0ooOoO0ooOoOO0oOoOoOoooooao
0O0oooooooooo

goooO0ooooO0oOoooOooooo
oooocO0oOooOooO0OO0OOoOoOooOooOoano
goooooO0ooOooOoOoOoOOoOooOooOoano
0oooo

gooooOoO0oooOOooOoOOooOoOOoooon
goooO0ooooO0oOoooooooao
000000151 00000015% MM
ooooOoOoOooO0oO0OoOOoOooooan
goooO0ooooOoOoooooooo
gooO0ooOoOOooOoOoOoO0OoOO0OOooOOo
00o0O0oooo0ooooomm

gooooO0oooOOooOoOOooOoOooon
ooooO0oO0ooOooOoOoOOoOooooao
00000035 00000035%0
goooooooOooooooobooo
goooooooOoooooooboono
goooooooooopooooooo
Ooo0oooooooooom

gbooooobooooooobooo
25%00000000000

gooooooooo@moomooo
goooooooooOobOoooOoOoO
goooooooooboooooboobooo
goooooo0oo1%b00o0o00
gooooooooooooOooooOoo
gooobobooooooobooooooo
goooo0oooooooooooao
Ooooooooooo1s%boooo
0od

gooooobooooo0oomoooom
goooooobooooOoOoOoO0oOoOO
gooooooooooOooooooo
O0o00oooooooooo1s5%o00
gooooO0oooooOoOoOoOoooono

oooo0obooooooooooo0o
goooooooOoOooooooooo
O00o00O0o00000000015%0
0oooooo
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11.Income tax (continued)

(b)

(continued)
Notes: (continued)
(i) (continued)

Solargiga Energy (Qinghai) Co., Ltd. (“Qinghai”) was
accredited as “High and New Technology Enterprise” by the
relevant government authority in 2016 for a term of three
years, and has been registered with the local tax authority to
be eligible for a reduced income tax rate of 15%. Qinghai
renewed the “High and New Technology Enterprise” certificate
in 2019 effective for the three years from 2019 to 2021.
Accordingly, Qinghai was entitled to the 15% income tax rate
for 2019 and 2018.

Jinzhou Yangguang Jinmao Photovoltaic Technology Co., Ltd.
(00000000000 oOO00) ("inzhou Jinmao”), was
accredited as “High and New Technology Enterprise” by the
relevant government authority in 2016 for a term of three
years, and has been registered with the local tax authority to
be eligible to a reduced income tax rate of 15%. Jinmao
renewed the “High and New Technology Enterprise” certificate
in 2019 effective for the three years from 2019 to 2021.
Accordingly, Jinzhou Jinmao was entitled to the 15% income
tax rate for 2019 and 2018.

Jinzhou Yangguang Motech Renewable Energy Co., Ltd
(“Jinzhou Motech”) was accredited as “High and New
Technology Enterprise” by the relevant government authority
in 2017 for a term of three years, and has been registered
with the local tax authority to be eligible to a reduced income
tax rate of 15%. Accordingly, Jinzhou Motech was entitled to
the 15% income tax rate for 2019 and 2018.

12.Dividends

The board does not recommend to declare a final dividend for
the year ended 31 December 2019 (2018: Nil).

13.Loss per share attributable to ordinary
equity holders of the company

(a)

Basic loss per share

The calculation of basic loss per share is based on the loss
attributable to the ordinary equity holders of the Company
of RMB355,492,000 (2018: loss of RMB222,402,000) and
the weighted average of 3,211,780,566 (2018:
3,211,780,566) ordinary shares of the Company in issue
during the year.

Diluted loss per share

No adjustment has been made to the basic loss per share
amounts presented for the years ended 31 December 2019
and 2018 in respect of a dilution as the Group had no
dilutive potential ordinary shares in issue during the years
ended 31 December 2019 and 2018.
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11.0 O Oooo

(byOOO
oomoo
(i) ooo

0o00O0OoO0O0CO0OO0O0OMOoOoOooomm
goooocooOoOO0OO0OO0OD0O0OO0O000O0
goo0oOOooOOoOoCcOoOoOoOooOCoOon
000000000000015%000
0ooO0oO0oO0oOoOoocoOoOO0OOOoOOoooOn
ooooO0oOooooOoOoooOOO0OO0OaO
goo0o0oooOoO0OO0oooooooo
0000000000 0000015%0
oooooo

0000000000000 OddJinzhou
Yangguang Jinmao Photovoltaic
Technology Co., Ltd.00 0O OO O
gobooboboboooobooboon
goobo0oooOooOooOO0oDbDOoDOoOO
000000ooo0oO0oOoo15%00000
goO0o0OooOOoODOOO0oOoOooOoOoOooO
goooobooooO0oobOooooao
gogooooooobogooooboogo
000000000000 O0O0015%0

oooooo

ooooo0ooO0oooO0oooO0mooan

0oooooO0oo0ooO0ooooooao
oooo0oOoO0oooOooooooOoOooOo

0000000 0000000015%0
gooooooooooboboooooo
000o0O0o0o0000015%00000
[

12.0 O

oooooobooOooooooOoOooooOoooo
ooooooooobooooocoooO

B.0000o0gbobooooon
ggd

(@ DODOOO

oooooooOooOoOooooboOooDoo
oooooOD0OO0O00ao355,492,000000
000000 000Oo222,402,0000 00
oooooooOooOoOooooboOooo
03,211,780,56600 O O O 0O OO
3,211,780,5660 00O O O

(b DODOOOO

oooooooOooOOoOooOooooao
ooooO0oooooobOooOoooOao
ooooO0oooocoocbOooOoooao
oooooooooOoOooOooooao
oooooooooOoOooooooao
ooo
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14.Property, plant and equipment

1M4.0 0000000

Plant,
machinery
Construction and Motor Furniture
in progress Buildings  equipment vehicles and fittings Total
ooooao goooo
oooao oag ooao oag oo oag
RMB’'000 RMB’000 RMB’'000 RMB’000 RMB’'000 RMB’000
goooo goooao goooo goooao goooo goooao
Cost: 0oog
At 1 January 2019 OooOCoOCoODOODODD 253,354 635,784 1,969,122 28,552 14,683 2,901,495
Exchange adjustments oooo = = = = 48 48
Additions 0o 261,831 10,562 104,357 733 15,429 392,912
Disposals 0o — — (401,982) (763) (1,584) (404,329)
Transfer oa (429,874) 96,998 332,265 = 611 =
At 31 December 2019 goooooo
goooooao 85,311 743,344 2,003,762 28,522 29,187 2,890,126
Accumulated depreciation 0ooooooooo
and impairment losses:
At 1 January 2019 oooOoOoooooo (71,483) (161,751) (1,116,740) (22,917) (11,577) (1,384,468)
Exchange adjustments gooo — — — — (54) (54)
Depreciation for the year oooo = (20,009) (198,283) (1,533) (13,506) (233,331)
Written back on disposals ooooo = = 148,044 697 1,312 150,053
Provision for impairment losses gooo — — (15,167) — — (15,167)
Transfer in/(out) 0oooooo (739) 739 = = = =
At 31 December 2019 oooooo
ooooooD (72,222) (181,021)  (1,182,146) (23,753) (23,825)  (1,482,967)
Net book value: ooooo
At 31 December 2019 oooooao
goooooo 13,089 562,323 821,616 4,769 5,362 1,407,159
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14.Property, plant and equipment (continued)

14.0 000000 dooo

Plant,
machinery
Construction and Motor Furniture
in progress Buildings equipment vehicles  and fittings Total
goooo goooo
oooo 0o 000 0o oag 0o
RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000
goooo goooo goooo goooo goooo goooo
Cost: oog
At 1 January 2018 DooOOOOODOOO 117,916 629,162 1,959,349 26,342 19,568 2,752,337
Exchange adjustments oooo — — — — 33 33
Additions oo 290,325 831 39,065 2,387 4,056 336,664
Disposals 0o — — (178,388) (177) (8,974) (187,539)
Transfer oo (154,887) 5,791 149,096 — — —
At 31 December 2018 oooooo
ooooooo 253,354 635,784 1,969,122 28,552 14,683 2,901,495
Accumulated depreciation oooooooooo
and impairment losses:
At 1 January 2018 oOoooOoooOooo (71,483) (136,810) (974,325) (21,352) (17,268) (1,221,238)
Exchange adjustments oooo == = == = (33) (33)
Depreciation for the year o000 — (24,941) (200,023) (1,733) (2,729) (229,426)
Written back on disposals ooooo — — 104,628 168 8,453 113,249
Provision for impairment losses oooo — — (47,020) — — (47,020)
At 31 December 2018 oooooao
ooooooo (71,483) (161,751) (1,116,740) (22,917) (11,577) (1,384,468)
Net book value: ooooo
At 31 December 2018 oooooag
ooooooo 181,871 474,033 852,382 5,635 3,106 1,517,027
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14.Property, plant and equipment (continued)

As at 31 December 2019, certain of the Group’s interest-
bearing bank borrowings were secured by certain of the
Group's property, plant and equipment (note 28), which had an
aggregate net book value of RMB749,463,000 (31 December
2018: RMB454,831,000).

Substantially all of the Group’s property, plant and equipment
are located in Mainland China.

The Group has yet to obtain property ownership certificates for
certain buildings included in property, plant and equipment with
an aggregate net book value of RMB256,842,000 as at 31
December 2019 (31 December 2018: RMB283,974,000).
Notwithstanding this, the directors are of the opinion that the
Group owned the beneficial title to these buildings as at 31
December 2019.

For the year ended 31 December 2019, the recoverable amount
of property, plant and equipment of certain subsidiaries’ of the
Group in the silicon solar ingots/wafers segment was lower than
the carrying amount according to the negative expectation for
the photovoltaic industry. The Group assessed the recoverable
amount and as a result, the carrying amount of the property,
plant and equipment of these subsidiaries in the silicon solar
ingots/wafers segment was written down to the recoverable
amount. An impairment loss of RMB15,167,000 was recognised
in “Impairment of property, plant and equipment”. The
estimates of recoverable amount of the silicon solar ingots/
wafers segment were based on value in use. The after-tax
discount rate is 14.50%. Management believes any reasonably
possible change in the key assumptions on which the
recoverable amount is based would not cause the carrying
amount to exceed their recoverable amount. The key
assumptions used for the value in use calculations are the
revenue and operating costs.

14.0 000000 Uooo

ooooOooOoOoOOobOOoOoooooaon
oooooocOooOocOoOoOobOocOooOOooan
g749463 000000 0 0 0OOCOOOOOO
ooOo0o454,831000000 0000000
O00O00O0O000O28)0

ooocoOoO0OoOOoOoOOooOOooOOooOooaon
oooo

ooocoOoO0ooOOooOooOooooooaon
ooocoOooO0OoOOoOooooOooOOoooaon
ooocoOooooOooobOOooOOooOOoooan
oo25e84200000 00000000000
OO0 o0 02839740000@0c 000 OO
oobooooOOooOOobOOooOooOOoooaon
ooooooooooo

ooocoOooO0ooOOoOOobOOooOOobOOonoo
oooOoO0oOoooOOOOoboOoOOOOooao
ooocoOooO0ooOoOOobOOoOoooooaon
ooocoOooOoOOooOooOooooooaon
ooooOocO0oOoooooOoOoOoOoOoooobooao
ocoocoOooO0oooOOooboooooOoooaon
oboooooOoooooooObocOoOooobooo
oooooooooonrste7,00000000
oooooocooboooooooboooboobooao
000000 000Db01450%00000
oobobooooooobooooooooao
oooooocooboooooooboooboobooao
oooooooooobooooooooao
ooooooo
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15.Intangible assets

relationships

Cost: ooo
At 1 January and

31 December 2019 oooooooo

oooocoooooo
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15.0 000

Customer Customer

contracts

Patents
gooo

oo oo
RMB’000 RMB’000 RMB’000 RMB’000
ooooao

ooo0Cc OO0OO0OO0O0 OOO00OO0

Total
Ooo0o0no

O

185,230 2,411 67,228 254,869
Accumulated amortisation ooooooooog
and impairment losses:
At 1 January and goooobooooo
31 December 2019 oooooooao (185,230) (2,411) (67,228) (254,869)
Net book value: ooood
At 31 December 2019 gopooooao
ogoooooad —
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15.Intangible assets (continued) 15.0 0 0 Oooo
Customer Customer
relationships contracts Patents Total
oooo oooo oo oo
RMB’000 RMB’000 RMB’000 RMB'000

ooooao oo0ooo0O0 OobOOoo0O0 obOooao

Cost: ooo
At 1 January and ooDobDoooooo
31 December 2018 00000o0o0o 185,230 2,411 67,228 254,869

Accumulated amortisation oo0ooooooog
and impairment losses:

At 1 January and ogoooooooono
31 December 2018 goooooooag (185,230) (2,411) (67,228) (254,869)
Net book value: ooooo
At 31 December 2018 opboooo
goooooo — — — —
The intangible assets were fully impaired during the year ended ooooooooooooooooooan
31 December 2012. goooooooo
16.Goodwill 16.0 O
2019 2018
gooooo goooao
RMB’000 RMB'000
ooooo goooo
Cost: ooo
At 1 January and 31 December Jgoooooooooooao 208,237 208,237
Accumulated impairment losses: ooooooo
At 1 January and 31 December goooooooooooao (208,237) (208,237)
Carrying amount: oooo
At 31 December 0oooooooo = —
The goodwill was fully impaired during the year ended 31 0O00Do0o0ooooooDoooooooon

December 2012. ooooooog
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17.Leases 17.0 O
The Group as a lessee ooooooono
The Group has lease contracts for office rental. Lump sum O0o0oDooooooooooooooan
payments were made upfront to acquire the leased land from 000000000000 Ondz00300
the owners with lease periods of 20 to 30 years, and no oo00o0ooO00ooooooooooooan
ongoing payments will be made under the terms of these land 0o0o0o0ooO00oOooOooooooooon
leases. Generally, the Group is restricted from assigning and ooooooooooog

subleasing the leased assets outside the Group.

(@) Prepaid land lease payments (before 1 January 2019) (@) DO0ODODOO0ODODOCODOOOOODOOO
oo
RMB’000
ooooao
Carrying amount at 1 January 2018 ooobOooOooooooon 146,233
Recognised in profit or loss during the year oooooo (4,244)
Carrying amount at 31 December 2018 oboboooooobobooao 141,989
(b) Right-of-use assets (by DOOOO
The carrying amounts of the Group's right-of-use assets and OO0O0O0O0oOoCocOoOooooooooan
the movements during the year are as follows: ooooo
Leasehold Office
lands buildings Total
opooo opooo oo
RMB’000 RMB’000 RMB’000

goooo goooo ogoooo

As at 1 January 2019 OO0o0oO0o0oooaoon 143,154 1,245 144,399
Additions 0o 12,452 — 12,452
Depreciation charge gooo (4,719) (996) (5,715)

As at 31 December 2019 gooooooobocooood 150,887 249 151,136
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17.Leases (continued)
The Group as a lessee (continued)

(c) Lease liabilities

The carrying amount of lease liabilities and the movements

during the year are as follows:

17.0 Oooo
OO0O000O000Oooa
(0 oooo
D0000000000000000

2019 2018
ooOooo ooOooo
EEHSE Finance lease
liabilities payables
oooo
oooo oooo
RMB’'000 RMB’000
ooOooo ooOooo
Carrying amount at 1 January oooboooooao 2,410 9,840
New leases ooo = —
Accretion of interest recognised gooOoooooo
during the year 127 543
Payments oo (1,149) (10,383)
Carrying amount at 31 December oobooooooobooDbo 1,388 —
Analysed into: oooo:
Current portion gooo 376 —
Non-current portion goooog 1,012 —

(d) The amounts recognised in profit or loss in relation to leases

are as follows:

(d OO0D0D0DoO0oUoooOoOooUDooOOoOo

2019
ooooo

RMB‘000
ooooo

Interest on lease liabilities
Depreciation charge of right-of-use assets
lease liabilities (included in cost of sales)

gooooao 127
ooooboooooo

goooooooooooooo 5,715

Total amount recognised in profit or loss

ooooooo 5,842
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18.Prepayments for raw materials 1.0 0 00 00Od

oo0oo0o0oo0OO0oO0oOooOO0oO0OocOoooan
ooocooOoOoooOCcOooOoooo
oo0oo0o0ooOO0ooOOoOoooooooan
oo0ooOocooOooOooOooOoooan
gooocooOoO0oooOoocooOoooo
oo0oo0oo0Ooo0OOoOoooooooan
ooocooooOoOooooooOOoonoo
oo0oo0o0oo0Ooo0OOooOOoOoooooan
0oooooooOooooooOoooOoan
ooood

O

Ooooooood
Oo0ooooOoooogoo

In order to secure a stable supply of polysilicon materials, the
Group entered into short-term and long-term contracts with
certain raw material suppliers and made advance payments to
these suppliers which are to be offset against future purchases.
Prepayments for raw materials where the Group expects to
receive the raw materials more than twelve months after the
end of the reporting period are classified as non-current assets
and to receive within one year are classified as current assets.
There was no prepayment for raw materials made to a related
party as at 31 December 2019 (31 December 2018: Nil).

As at 31 December 2014, management reassessed the 0000000 O0OO0OO00O0O0oOoOooOoooao
prepayments for potential impairment and identified one of the 0000000 DOoO0oOoDoDoOoooooan
suppliers, from which the Group allegedly failed to purchase the O0o00DO0o0OoooOoooooooooan
quantities of polysilicon under the long-term supply contract, 00000 0O0oD0DOoO0oOoDoDoDoooooan
and therefore made a full impairment provision of gooogoot,500000000000O00O0
US$11,500,000. As at 31 December 2019, the amount of oo0o00O0O0O0OO0O0O0OOCOOoOOoOOoOooOoa
impairment provision remained the same which was equivalent 000000 0oaso,266,0000 0

to RMB80,266,000.

Based on the updated assessment by management for the year O0o0O00oOO0oO0oOoOO0oOoOoooooooan
ended 31 December 2019, no further impairment or reversal of 000000 0O0O0o0OoOoDbOOoOooOoooa
impairment was made during the year ended 31 December O00oO00oO0oOoOoO0oooooooooaon
2019. The movement in the impairment provision during the 00ooooooooooooooooan
year merely represented exchange adjustments. ooo

19.Investments in associates 19.00000000

2019 2018
ooooo ooooo
RMB’000 RMB’000
ooooo ooooo

Share of net assets gooooo 157 5,591
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19.Investments in associates (continued) 19.0 000000 0Oooo
The following list contains the particular of the associates, O0O00DO00DO0OD0DO0oO0DOoOoooooooan
which are unlisted corporate entities: ooo

Percentage of

ownership
Place of interest
Form of business establishment Registered and  attributable
Name of associate structure and business paid-in capital to the Group Principal activities
00000
Dooooa oooooao pooooOoOoOoo 0O00o0O0O0O0 DOOOoooo oooo
Jinzhou Chengguang New Incorporated The PRC/ Registered capital of 49 Construction of photovoltaic
Energy Technology Co., oooao Mainland China RMB 10,000,000 and power plants
Ltd. ("Chengguang”) goooooo paid-in capital of gooooo
DOoOooooooao RMB10,000,000
0o0o00OMmoodm™m ooooOOoooO
10,000,0000 O
ooooo
0 [0 10,000,0000
Jiangsu Oriental Huida New Incorporated The PRC/ Registered capital of 30 Construction of photovoltaic
Energy Technology Co., oooao Mainland China ~ RMB20,000,000 and paid- power plants
Ltd. ("Huida") DOooooon in capital of poooooa
ODOoOooOOoOooboOoooo RMB4,700,000
0oomoodm ooooOoooO
20,000,0000 00000
0 0 04,700,0000
Liaoning Little Giant Energy Incorporated The PRC/Mainland Registered capital of 30 Construction of photovoltaic
Technology Co., Ltd. oooao China RMB10,000,000 and paid- power plants
("Little Giant") oooooooD in capital of poooooao
00o0ooooooao RMB2,000,000
oooomooom oooooooD
10,000,0000 000 OO
0 0 02,000,0000
All of the above associates are accounted for using the equity 000ooooooooooooooooao

method in the consolidated financial statements. oooogo
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19.Investments in associates (continued) 19.0 000000 0Oooo
Summarised financial information of the material associates, ddooooooooooooOoooOooag
adjusted for any differences in accounting policies, and OO0Oo00oO0ooDOoooooooooooO
reconciled to the carrying amounts in the consolidated financial ooooQoQo

statements, is disclosed below:

2019 2018
ooooao ooooo
RMB’000 RMB’000
ooooao ooooo

Share of the associates’ loss for the year Jo0oooooooooo
oad 1,330 1,461

Share of the associates’ total oooocoooooooo

comprehensive loss 1,330 1,461
Aggregate carrying amount of the Group’s oooobooooooo

investments in the associates oooa 157 5,591
In June 2019, the Group provided a full impairment for its oo0oooooooobDOooOooOoooaon
investment in 49% equity interest of Jinzhou Chengguang New O0000000049% 00000000
Energy Technology Co., Ltd. which was unable to commence O000d0oO0oOooOooooooooooan
production as expected and unable to generate expected returns Oo0ooooooooooooooooao
to recover the carrying amount of the investment as at 30 June Oo0o0ooooOooooOoooooooan

2019. The impairment loss recognised was RMB4,104,000. 0 04,104,00000
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20.Equity investments designated at fair 2000000000000 DOO0Od
value through other comprehensive 000000000 OobOOoO0n
income/available-for-sale investments Oo0ad
2019 2018
ogoooad goooad
RMB’000 RMB'000

ooooao ooooad

Equity investments designated at fair value gooooOoooooooo

through other comprehensive income 0O0oo0ooooooo
Unlisted equity investments, at fair value do0oO0O0oOoOoOooooo
Jinzhou Xincheng Yangguang Power Plants 0000000000o0d
Co., Ltd. — 2,430
Jiangsu Yueyang Photovoltaic Technology 0000000000o0d
Co., Ltd. 1,800 —
In February 2019, The Group withdraw its investment in 19% oo0D00oO0oDOO0o0ODbO0oOooDbDDbOOoOoDbD
equity interest of Jinzhou Xincheng Yangguang Power Plants O0o0oo0oooooooooooooom
Co., Ltd. (“Xincheng Power Plant”) as this investment no longer 19%00000000000000000
coincide with the Group's investment strategy. Xincheng Power Oooooooooooooooouooo
Plant was deregistered with Jinzhou Municipal Administration of Oooooooooooooooouooo
Industry and Commerce according to common decision of the 00000 oDoDOooDooDooooooon
Group and other shareholders of Xincheng Power Plant. The 0000002,051,00000
Group had proceeds of RMB2,051,000 in cash from this
investment withdrawal.
In goobooooooooooobboo
1,800,000 00 O00DODOODODDOODO
15%00000000000000000
gooooooobooobbboobooooo

ooo
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21.Deferred tax 21.000 0
The components of deferred tax assets/(liabilities) recognised in 00000000 OoOO0oO0OOOoOooOOoonooag
the consolidated statement of financial position and the oooooooooooo

movements during the year are as follows:

Losses

available for

Depreciation offsetting

Fair value Provision allowance in against

adjustment on for doubtful excess of Provision future

Deferred business debt and related for taxable
income  combination inventories depreciation warranties profits Others Total

oooo

ooooo ooo oooo ooooo
oooo ooo pooo 0OoOooOoD oooo O0O0O0DO oo oag
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB’000 RMB’'000 RMB'000

ooooao ooooo 00000 ooooO0 00000 0OO0OO0OO0OO0O OO0OO0OO0O0 00000

At 1 January 2018 ooooOOoDooOoOo 739 (2,710 3,038 (71) 21,879 8,475 632 31,982
(Charged)/credited to profit or loss 00000000 0OOooONMo
(note 11) (739)
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21.Deferred tax (continued)
Deferred tax assets not recognised

At 31 December 2019, the Group has not recognised deferred
tax assets in respect of unused tax losses of RMB1,189,560,000
(31 December 2018: RMB695,958,000) and RMB209,192,000 (31
December 2018: RMB158,443,000) attributable to its subsidiaries
in Mainland China and Hong Kong, respectively, and certain
deductible temporary differences of RMB190,748,000 (31
December 2018: RMB331,402,000), as it is not probable that
future taxable profits against which the losses or deductible
temporary differences can be utilised will be available in the
relevant tax jurisdictions and entities.

Included in the unrecognised tax losses, RMB209,192,000 (31
December 2018: RMB158,443,000) may be carried forward
indefinitely and the remaining balance will expire at various
dates up to 2023.

Deferred tax liabilities not recognised

At 31 December 2019, taxable temporary differences relating to
the undistributed profits of certain subsidiaries of the Group
established in the PRC amounted to RMB9,962,000 (2018:
RMB10,281,000). No deferred tax liabilities have been
recognised in respect of the withholding tax that would be
payable on distribution of these retained profits as the Company
controls the dividend policy of these subsidiaries and it has been
determined that it is probable that profits from these
subsidiaries will not be distributed in the foreseeable future.

21.

U00OOooo
OO0Oo0ooooooad

oob0D0oooooooobOoobooooao
oooobOO0oobOO0oobOOoooOooobOOoon
1,189,560,00000 0 0 0 0D O0DOOCOOOO
000 O 0Oe9%5958000000 O O O
209,192,00000 00 00000O0O0O0OOO
ooO0158,443 000000 00 00000C0OO
OO00OO0OD0OO0OO0OD0O0O0O0OD190,748,0000
o0oo0oo000000000o0obo00oao
331402000000 0C0000OODOOOOOO
oo0boobO0oobO0oobOOoooOoobOooon
ob0obOooO0oo0oo0oo0oooOoobOoDboon

OO0O0ODD0OO0OO0O0O00000209,192,000000
obo0ooo0oobO0oo00oboonDb
158,443, 0000 00 0 00 00O0O0ODOOOO
obobobOooooooo

gooobooboood

gooooooboOooobooobooo
uboooboooOooooooboooobooo
ooooooooDbooseez20000000
ooooooro.2810000@oooOOO
uboooboooooboboooobooo
gooboooboooboooobobbooo
goooobooobboooobbooo
gooooocoobobd

Ooooooooo
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22.Inventories 22.0 0
(@) Inventories in the consolidated statement of financial position () JOO0oODODOO0ODOOOoOOoODOOO
comprise:
2019 2018
OoOoooao OoOoooa
RMB’000 RMB'000
OoOoooao OoOoooa
Materials and supplies oooooao 248,263 133,977
Finished goods ooo 161,665 256,214
Less: Write-down of inventories to net gooooooooooao
realisable value (15,818) (42,823)
394,110 347,368
(b) The analysis of the amount of inventories sold is as follows: () DOOCOOOOOOOOO
2019 2018
Ooo0oooao oOoooa
RMB’000 RMB'000
Ooo0oooao oOoooa
Carrying amount of inventories sold gooooooao 3,774,729 2,925,935
Write-down of inventories goooao = 27,621
Reversal of write-down of inventories gooooao (27,005) —
3,747,724 2,953,556
23.Trade and bills receivables 23.0 00000000
2019 2018
Ooo0oooao ooooad
RMB’000 RMB’000
Ooo0oooao oOoooad
Trade receivables opopoooo 1,286,963 1,387,746
Bills receivable oooo 80,310 213,893
Less: Impairment oooao (92,669) (117,916)

1,274,604 1,483,723
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23.Trade and bills receivables (continued) 23.0000000000oo
An ageing analysis of the trade and bills receivables as at the OO000OD0oOoO0O0DOooOoOooooooan
end of the reporting period, based on the invoice date and net 00000000 O0O0OoooooOoooon

of loss allowance, is as follows:

2019 2018
ooooao ooooo
RMB’'000 RMB’000
ooooao ooooo

Within 1 month ooogo 410,124 546,396
1 to 3 months ooooao 109,485 349,844
4 to 6 months ooooo 73,823 164,867
7 to 12 months opooooo 377,952 339,784
Over 1 year oooo 303,220 82,832

1,274,604 1,483,723
The Group normally allows a credit period of 30-90 days to its O0oO0oOooOooo3oo9uOooooooan
customers. However, regarding domestic photovoltaic module O00O00ooO0oOoOooooooooooan
sales, some trade receivables are granted longer credit periods O00O0oooU0oooooOoooooooan
of up to 180 days depending on the construction period of ooo1gouuoouooooooooooagan
photovoltaic power plants. In addition, 10% of the total amount 010%0000do0ooooooooono
of receivables are retained as deposits in some domestic oo00o0oO0ooO0oooooooooooooon
contracts, and will generally be recovered in approximately one do0ooOQoOoOoOoooooo

year. As a result, the trade receivables turnover days of module
sales are generally longer.

The movements in the loss allowance for impairment of trade Od0oo0ooooooooooooog
receivables are as follows:

2019 2018
ooooao ooooo
RMB’000 RMB'000
ooooao ooooo

At beginning of year ooo 117,916 73,350
Exchange adjustments oooao — 1,248
Impairment losses (note 7) ooooobOooooo7a 5,213 44,211
Amount written off as uncollectible ooooDboooooo (30,460) (893)

At end of year oog 92,669 117,916
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23.Trade and bills receivables (continued) 23.0 0000000 Oooo

Impairment under HKFRS 9 for the year ended 31
December 2018

The decrease (2018: increase) in the loss allowance was due to
the significant decrease in the gross carrying amount of loss
allowance of RMB30,460,000 (2018: RMB893,000) as a result of
the write-off of trade receivables due from a customer.

An impairment analysis is performed at each reporting date
using a provision matrix to measure expected credit losses. The
calculation reflects the probability-weighted outcome, the time
value of money and reasonable and supportable information
that is available at the reporting date about past events, current
conditions and forecasts of future economic conditions.
Generally, trade receivables are written off if the Group is
satisfied that recovery of the amount is remote.

The Group sells its products to China’s large-scale state-owned
and multinational enterprises, which have been maintaining
good credit ratings with high reputations all over the world. The
Group traded with such enterprises and never had any
receivables that could not be recovered. Therefore, the directors
were of the opinion that no impairment allowance was
necessary for China’s large-scale state-owned enterprises and
multinational enterprises.

The Group applies the simplified approach to the provision for
expected credit losses prescribed by HKFRS 9, which permits the
use of lifetime expected loss provision for all trade debtors. To
measure the expected credit loss on trade debtors excluding
receivables from China’s large-scale State-owned and
multinational enterprises, trade debtors have been grouped
based on shared credit risk characteristics and the ageing.

gopoDooooooosooooon
oo0oDoOoooooobooooon

o0oo0ooOoooo0ooooonoooaan
obooboooobOooooOooooooan
oooooODooo0ODOooO0Oooo0oaoano
30,460,00000 20180 O O O 0 893,0000 M

oooooooOoooOooooooonoon
oboob0ooo0oobOooooooooooan
obooooooOooooOoooooooan
oooooooooooOoooooooan
oooooOO0O0O0O0O0OOO0oO0OO0oO0oOooooao
oooo0oO00oO0oO0ooo0o0000O0o0oO000a0

ooooo0oooooO0oooooooooaon
oooooooOoooOooooooonoaon
oooooooooO0oooooooooan
oooooOoO0oOoOooOO0oO0oO0o0oOooooan
oobooooooOooooooogooon

ocoooOoooooonOoboOoOODboOoon
oooooooooOoooooooooaon
oboooooooooooooooooan
oboooooooooooooooooan
oboobooooboooooooooooao
oooooooooOoooooooooaon
oooo
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23.Trade and bills receivables (continued) 23.0000000000oo
Set out below is the information about the credit risk exposure O00DO00DOoOO0OO0DOO0OO0OO0OO0ooOoooooan
on the Group’s trade receivables using a provision matrix: oo0ooooooooo
As at 31 December 2019 oooooooooonnon

Large-scale
Chinese state-
owned and
multinational Between  Between  Between

composite Within 1 and 2 and 3 and Over

enterprises 1 year 2 years 3 years 4 years 4 years
goooooo

goooooao ooo 00000 o0OO0OOO0 00000 oood

Expected credit loss rates ooooooo = 13.98% 45.37% 61.43% 68.37% 100%
Gross carrying amount (RMB'000) 00omoooono 1,029,665 154,455 24,918 6,634 49,313 21978 1,286,963
Expected credit losses (RMB'000) gooooo
goooooa - 21,595 11,304 4,076 33,716 21,978 92,669
As at 31 December 2018 ooooooooooonon
Large-scale
Chinese state-
owned and
multinational Between Between Between
composite Within 1 and 2 and 3and QOver
enterprises 1 year 2 years 3 years 4 years 4 years Total
goooooo
goooooo ooo0 0OO0C0OO0 bOoOoobo ooooo oooo oo
Expected credit loss rates ooooooo - 13.46% 44.03% 64.12% 89.76% 100%
Gross carrying amount (RMB'000) 0o00moooono 1,122,979 152,140 5,663 24,567 30,410 51,987 1,387,746
Expected credit losses (RMB'000) oooooo
goooooo — 20,478 2,493 15,752 27,29 51,897 117,916
As at 31 December 2019, bills receivable amounting to 0000000 oooooooooooon
RMB52,828,000 (31 December 2018: RMB141,283,000), together 0052828000000 0000000000
with pledged deposits amounting to RMB298,489,000 (31 ooooot41,2830000 000000000
December 2018: RMB196,300,000) had been pledged as security 0029848900000 000000 O0ODOODO
to banks for issuing bills payable to suppliers amounting to Ooooo19e,3000000 000000000
RMB377,194,000 (31 December 2018: RMB661,518,000). 000000 0o00ooa377,194,000000 0

Ooo0o00O00o0ob0oOo0O0000661,518,0000
oooooo
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24.Contract assets

Contract assets arising from: oooooooo

24.0 000

31 December 31 December 1 January
2019 2018 2018
ooooa ooooog ogoooao
0000000 |euepeyspseENE oooo
RMB’000 RMB’000 RMB’000
ooooa opoooog ooooao

Processing services oooa 351 13,364 35,125
Construction services oooa 11 2,127 =
Impairment oag (49) (286) =
313 15,205 35,125

The contract assets primarily relate to the Group’s right to Oo0ooooooooooooooooao

ooooOooboooobOOooOoOooOoooan
oooooocooOoOooOoooOocooooaon
oooboooooOoobOoooooooan
oooooOobOOooOOobOOooOoOooOoooan
ooooOoooOoooOooooobOOoOoOooao
oooooocooooooooboooboooao
oooo
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24.0 0 0 Oooo
00000000000 O0ODOO0ODO

24.Contract assets (continued)

The movements in the loss allowance for impairment of contract
assets are as follows:

2019 2018

goooao goooo

RMB’'000 RMB’'000

goooao goonoo

At beginning of year oogd 286 =
Impairment losses, net (note 7) oo0ooo0ooOoooov7a 49 286
Reversal of impairment oooao (286) =
At end of year ooo 49 286

An impairment analysis is performed at each reporting date ooboooboooobbooooooo
using a provision matrix to measure expected credit losses. The oooboobbooobboooooono
provision rates for the measurement of the expected credit ooooobboooooooooono
losses of the contract assets are based on those of the trade uooooobooobooobbOoOoooooaao
receivables as the contract assets and the trade receivables are oooo
from the same customer bases.
The Group provides processing services and construction services oooboooooobboooobbooon
to China’s large-scale state-owned enterprises, which have been ooboooobooboooooooboao
maintaining good credit ratings with high reputations. ubobooboobooooooooooonao
Therefore, the directors were of the opinion that no impairment oooooo
allowance was needed.

Large-scale

state-owned

enterprises  Within 1 year Total
oooooo ooo oo

Expected credit loss rates ooooooo — 14%
Gross carrying amount (RMB'000) g0o0o0oO0oooooooo — 351 351
Expected credit losses (RMB’000) go0ooo0oOoooooooo — 49 49
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25.Prepayments, other receivables and other 25.0 0 0000000000

assets g
2019 2018
goooao goooao
RMB’000 RMB’'000
goooao goooao
Prepayments for raw materials opoooooo 262,112 174,486
Deductible value-added tax goooooao 61,198 53,146
Other receivables goooooao 33,966 20,103
Impairment allowance oooao (6,800) (6,800)
350,476 240,935
The other receivables mainly represent deposits and staff 00000 0o0oDoDOoOooDoDooooooao
advances, and an impairment analysis is performed at each 000000o0o00oO0oooOoooooooo
reporting date by considering the probability of default. Except O00o0oooUooooUoOoooooooan
the separate item of prepayments already impaired, as the o000 0oU0oOoOoO0oooooooooao
financial assets included in the above balances relate to Oo0ooooouooooooo
receivables for which there was no recent history of default, no
impairment was provided during the year.
26.Pledged deposits 26.0 0000
Certain of the Group’s bank deposits were pledged to secure 000D00oooDoooDoooooDooon
bank loans and other banking facilities granted to the Group as 000oDooooooooooooooo
follows:

2019 2018
ooooo goooao
RMB’000 RMB’000
ooooo goooao

Pledged as security for bank loans Jooooooooogoog 63,426 182,025
Others oo 339,765 243,284
403,191 425,309
The effective annual interest rate for pledged deposits with O0oo0oooooooooooooooon
banks was 1.22% for the year ended 31 December 2019 (2018: 000000 O0D0DOoOoo0oo0oo0oOoot.22000

1.2%). ooooot20@
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27.Cash and cash equivalents 27.00000000

2019 2018
ooooao ooooo
RMB’'000 RMB’000
ooooao ooooo

Cash and bank balances ooooooag 396,854 239,712
Cash and bank balances totalling RMB146,637,000 (31 gooooooooOoOoODOOOOOOooag
December 2018: RMB134,887,000) as at 31 December 2019 are O00OO0D000DO146,637,000000 00003
denominated in RMB. The RMB is not freely convertible into 0000000000 D0134,887,000000 0
other currencies, however, under Mainland China’s Foreign 0000000 0O0oO0DoOUoO0ooOoooOoo
Exchange Control Regulations and Administration of Settlement, O0000o00O00o0oOoooooooooan
Sale and Payment of Foreign Exchange Regulations, the Group is O000oooooooooooooooan
permitted to exchange RMB for other currencies through banks d000O0O0O0OO0OO0OOOoOOoOOoOOoOOoOoO

authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily 0O00000O0oO0OO0OO00oDO0oooooOoOoo
bank deposit rates. Short term time deposits are made for Oo00oooooOoooooooooooan
varying periods of between one day and three months do0oo00ooO0oOooOoooOoooooooan

ooooOooooooOobOooooooan
oooOooocooOoOooOooooooboooan
oooooono
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28.Interest-bearing borrowings and Other 28.0 000

Borrowings
2018
ooooo
Effective Effective
interest interest
rate rate
(%) (%)
Notes 0000 Maturity RMB'000 oooo Maturity RMB'000
oo (%) 00 Ooooo (%) OO0 Oooooo
Current: ooo
Bank loans — secured goooo —0o0Oo (a) 5.655-9.000 2020 862,881 7.14-8.3075 2019 794,500
Bank loans — guaranteed oooo —Oooao (b) 4.440-7.140 2020 799,615 5.02-8.3075 2019 851,630
Other loans — guaranteed 0000 —00a0 5.475 2020 10,464 = = =
Current portion of long-term 0000000000
borrowings:
Other loans — guaranteed o000 —000 (b) 1.6-7.5 2020 7,954 1.6-7.5 2019 127,010
Total oad 1,680,914 1,773,140
Non-current: oooo
Other loans — guaranteed 0000 —0ooao (b) 1.6-7.5 2021-2023 129,325 1.6-7.5 2020-2023 17,317
Total od 129,325 17,317
(@) The bank borrowings are secured by: (@) DOOoDOoOoOoOoOoOoDODOO
(i) The Group's property, plant and equipment with the net () DODO0DO0DO0DOoOoOoOoOoOoOooooOo
book value of RMB749,463,000 (2018: 00 000 0749,463,00000 O O
RMB454,831,000). 000000 0454,831,0000 (T
(i) The Group's leasehold lands amounting to (i) bDOooOoooDODOoOooOooooao
RMB69,843,000 (2018: RMB51,809,000). 69,843,00000 0 0 0000000
51,809,0000 (T
(iii) The Group's deposits amounting to RMB63,426,000 (i) O OO0ODOOOO00Oe3,426,0000
(2018: RMB182,025,000). O000O0O000 0 0182,025,000
o
(b) Certain subsidiaries’ borrowings are guaranteed by the other () O0O0DODO0OODOODOOOOOOODOO

subsidiaries of the Group. ooooog
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28.Interest-bearing borrowings and Other

Borrowings (continued)

28.0 0 0 Oooo

2019 2018
goooao ooonoo
RMB’000 RMB’000
goooao gooonoo
Analysed into: oooo
Bank loans repayable: oooooooooon
Within one year or on demand ooooooo 1,662,496 1,646,130
Other borrowings repayable: oooDooooooon

Within one year ooo 18,418 127,010
In the second year oono 126,689 4,700

In the third to fifth years, inclusive oooooooo
oonoad 2,636 12,617
147,743 144,327
1,810,239 1,790,457

29.Trade and bills payables 2.0 00000000

2019 2018
goooao goooo
RMB’000 RMB’'000
goooao goooo
Trade payables oooooo 694,660 546,547
Bills payable oooo 807,964 894,518
1,502,624 1,441,065
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29.Trade and bills payables (continued)

(a)

The ageing analysis of trade and bills payables at the end
of the reporting period, based on the invoice date, is as
follows:
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29.0 0000000 0ooo

() DODODOoDOoDO0DODUODODOoDoDOoDOoOoooaO
oooooooooooooo

2019 2018

ooooo ooooo

RMB’000 RMB’000

ooooo ooooo

Within 1 month oooao 263,656 449,254
1 to 3 months ooooao 470,864 319,128
4 to 6 months ooooao 604,466 267,889
7 to 12 months goooooao 137,950 365,662
Over 1 year ogooo 25,688 39,132
1,502,624 1,441,065

(b)

As at 31 December 2019, the Group’s bills payable of
RMB377,194,000 (31 December 2018: RMB661,518,000)
were secured by Group's bills receivable of RMB52,828,000
(31 December 2018: RMB141,283,000) (note 23) and by
Group’s pledged deposits of RMB298,489,000 (31
December 2018: RMB196,300,000).

() OODODODODODODUODODODOOOOOOO
goos77,19400000 00000000
oooobOOoodeet,51800000000
oO0ob0000ao0a0os2:8280000000
ooo0oooOO0oOoo0O0Oooooao
141,283,0000 0002300000000
gooz9g4s9000tb0b0oOonoOonon
ooooooonont9e,30000000000
oooooo
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30.0ther payables and accruals

30.0 0000000000

2019 2018
ooooao ooooo
RMB’000 RMB’000
ooooao ooooo

Other payables and accrued expenses ooooooooooaon 38,548 82,730
Other tax payables oooooao 30,036 21,147
Dividends payable oooao 152 148

68,736 104,025

The above amounts are unsecured, interest-free and have no
fixed terms of repayment.

31.Contract liabilities

Details of contract liabilities are as follows:

ocooooooooooOocOoOooocOooo

31.0 000
0Do0O0000O00O0

31 December 31 December 1 January

2019 2018 2018

ooooo ooooao ooooo

O0O0CO0O00 |uyeyupEpEpEgs oooo

Sale of industrial products gooooo

RMB‘000 RMB'000 RMB'000

ooooo ooooo ooooo

265,979 64,466 43,850

Contract liabilities include short-term advances received to
deliver industrial products. The increase in contract liabilities in
2019 was mainly due to the increase in short-term advances
received from customers in relation to the sale of industrial
products at the end of the year.

goboooboobooooboooboooo
gbooobooboobobooooobooonon
gbooobooboobobobooooonon
gooogo
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32.Provisions 32.0 O
Provision for
inventory
Provision for purchase
warranties commitment Total
oooo
oooo oooo oo
RMB'000 RMB’000 RMB’000
ooooo ooooo ooooOo
At 1 January 2018 Ooooo0o0ooOoOoo 112,639 46,539 159,178
Provisions made oooo (3,621) — (3,621)
Exchange adjustments oooao = 2,344 2,344
At 31 December 2018 goooooooboooog 109,018 48,883 157,901
At 1 January 2019 dooooooooa 109,018 48,883 157,901
Provisions made oooao 18,394 = 18,394
Exchange adjustments oooao = 804 804
At 31 December 2019 00o0oo0oooOoooOooDo 127,412 49,687 177,099

The Group’s photovoltaic modules were typically sold with a
2-year or 5-year warranty for defects in materials and
workmanship, and a 10-year or 25-year minimum power output
warranty against declines of initial power generation capacity of
more than 10% and 20%, respectively from the date of
delivery. The Group has the obligation to repair or replace solar
modules, under the terms of the warranty policy. The Group
maintains warranty reserves to cover potential liabilities that
could arise under these warranties.

gooobooboobooboooooo
gobz200s50000000000000100
g2500000000000000DO00ODO
OooDoO0oO0oo0OO0oOooOoOoooOOnNwo
2000000000000 00000O0O
gobooooobooobooboooo
gboboboooooooboobobooo
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32.Provisions (continued) 32.0 Oooo

The Group has adopted the estimation where the warranty Ooooooooo01%0ococ0oooooo
obligation is the equivalent of 1% of photovoltaic modules’ oo0o0OO0OoOOoooOoOoOooooooOoo
revenues, which is consistent with the practice of the solar DdodooooooooOoOooOooOooOooOooOooaa
industry. In light of the historical sharp decline and anticipated O0O00DO00D0DO0O0oDOoOD0OoOoOoooooan
long-term decreasing trend of module prices, the Group O0000O0O0000O0O0OO0O0OoOocoOooon
reassessed and updated the estimation of future warranty costs OO0000oO0ooOoOOoOoO0oooo1T%ooon
with effect from 1 January 2019. The accrual basis still stays at 000000000 00O0O0O0OO0O0D0OOO0
1% as prior assumptions, and based on the historical experience O0O00D00DO0O0DOoO0oOoDoDOooooooan
and best estimation, the Group believes that the average selling O0o00D0o0DO0oO0DOoO0oOoDoDooooooan
price of solar modules over the past two years would reflect the O0oooooooooo

estimated warranty cost liability more precisely, as opposed to
the current and past spot prices.

A subsidiary of the Group entered into a long-term supply O00DO00O0oO0oO0oOoOO0ooOoooooooan
contract (the “Supply Contract”) with one of its suppliers in O0o0O0O0O0o0O0o0O0moOooomaan
2011, and made a non-refundable prepayment of Oo000DO0OO0CO0OO0D0DOoOOoDOoOOooOooaon
US$11,500,000 in 2012. As at 31 December 2014, the 11,500,000 000 0000DO0ODODOODO
subsidiary recognised an impairment of US$11,500,000 O00DO00DO0oD0DOoOooDoDOooooOoooan
(equivalent to RMB70,369,000 on 31 December 2014) for the 11,500, 0000 000000 0O0O0O0OOOO
non-refundable prepayment and recognised a provision of OO0O0oOooov70,369, 00000000000
US$7,122,375 (equivalent to RMB43,582,000 on 31 December oo0o0o7122375000 00000000
2014) for the onerous contract. The balance of provision for 000000000 0O43,582,0000@00
impairment of the non-refundable prepayment as of 2019 was O0o0000oD0DO0OO0oOoDoDOoOoooOoooan
RMB80,266,000 (31 December 2018: RMB78,927,000) and the gogoggsozesooobogooogod
provision for the onerous contract as of 2019 was O0o0oO0oobooaov7g,.9270000000000
RMB49,687,000 (31 December 2018: RMB48,883,000). Oo0o0D0O00O0OO0goDaa9e87.000000 0
go0oobOoboDOoobonoDas,sss,000
o
On 27 April 2018, the supplier filed a complaint and a claim of 00o00ooo0oooooooooooooaon
a sum totalling approximately US$391,000,000 against the ooooooooooooooooooan
subsidiary for the above alleged breach of the Supply Contract. O00o391,0000000 000000000
The case is unsettled and currently in litigation. In early 2020, 0o0o0oo0ooooooooOooooooon
the subsidiary and the supplier, in principle, agreed to settle the ooooooooooooooooooan
matter through negotiation, the terms of which are confidential ooo0ooooOoooOooOoooooooo
and yet to be finalised. Going forward, the subsidiary and the o0oooooooooDoooooooon
supplier will be engaged in the negotiation and drafting of the 00o00ooo0ooooooDoooooooaon
terms of a settlement agreement. Based on information 0O0oo0oooooooooooooooon
currently available to the Group, the directors determined that it ooooooooooooooooooan
was not necessary to make any further provision for the ooooooooooog

contingent losses from the Supply Contract for the year ended
31 December 2019.
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33.Deferred income 33.0000
Various government grants have been received by the Group for 0000000 D0DOoO0ooOoooooooan
generating export sales, participating in high-tech industry and O0O0D0DO00OoO0OOoOoOoDOoooooooan
constructing various manufacture and photovoltaic power plants O00O00DO0oO0DO0oDOoOO0O0OOoOooooooan
in Jinzhou, Liaoning Province, Xining, Qinghai Province and goooooog

Qujing, Yunnan Province, the PRC.

Those government grants related to assets are recognised in the O00O00DO0oO0OO0oOoOO0O0oOoooooooan
consolidated statement of financial position initially as deferred 0000000 DOoO0oOooooooooan
income and are amortised to profit or loss as other income over Oo0ooooooooooogo

the useful lives of the assets.

34.Retirement benefit schemes 3.000000
Employees of the Group’s PRC subsidiaries are required to 0O0oDo0o0oooooooooooDoooaon
participate in a defined contribution retirement benefit scheme 0000000 oDoooDoDooooDooon
administered and operated by the local municipal government. OO00000000O0OQ0O0O0O0ooO20%00
The Group’s PRC subsidiaries were required to make 00o0ooooooooDooooooon

contributions to the scheme at 20% of the employees’ salaries
per annum to fund the retirement benefits of the employees.

The Group is required to participate in defined contribution o0oDo0o0oooooooooooDoooaon
retirement schemes administered and operated by Bureau of 0O0oo0ooo0oDoooOooooooooon
Labour Insurance of Taiwan for employees employed in Taiwan. 0000o00o00DoDoo0oo0oDoOoO00e%
Under the schemes, the employer is required to make 0O0o00oo0oooDooDooooooon
contributions to the schemes at 6% of the employees’ relevant 0od

income. Contributions to the schemes vest immediately.

The Group also operates a Mandatory Provident Fund Scheme 00000ooooooooooooooon
(the “MPF scheme”) under the Hong Kong Mandatory Provident 0000ooooooooooooooo
Fund Schemes Ordinance for employees employed under the 000000 oooooOoOooooooo
jurisdiction of the Hong Kong Employment Ordinance. The MPF oo0ooooOooDoDoooooOOoOooooo
scheme is a defined contribution retirement plan administered 00o0D00oooooooooooooo
by independent trustees. Under the MPF scheme, the employer Ooo0s5%0000000000000oao
and its employees are each required to make contributions to 30,0000 00000000D0ODDODOOOO
the plan at 5% of the employees’ relevant income, subject to a ooooo

cap of monthly relevant income of HK$30,000. Contributions to

the MPF scheme vest immediately.

The Group has no other material obligation for the payment of ooooooooooooooooooo
retirement benefits associated with the schemes beyond the 000oo0ooooooooooo

contributions described above.
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35.Share capital 35.0 O
Authorised and issued share capital oooooooaa

2019 2018
ooooo ooooao

No. of shares No. of shares ‘000
oooa oo0oao oa

Authorised: goo

Ordinary shares of HK$0.1 each goooogoiooo
oono 5,000,000,000 HK$500,000  5,000,000,000 HK$500,000

Equivalent to ooo RMB450,000 RMB450,000

Ordinary shares, issued and oooooooooo
fully paid:

At 1 January and oooooo
31 December gooooooao 3,211,780,566 RMB276,727 3,211,780,566 RMB276,727
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36.Reserves

(1)

Share premium

The application of the share premium account is governed
by the Companies Law of the Cayman Islands. The share
premium is distributable.

General reserve fund

Pursuant to the relevant PRC laws and the articles of
association of the Company’s subsidiaries established in the
PRC, these PRC subsidiaries are required to transfer a
minimum of 10% of their distributable profits after taxation
based on their PRC statutory financial statements to the
general reserve fund until the balance of the fund is at
least half of the paid-in capital of the relevant subsidiaries.
The amounts allocated to this reserve are determined by the
respective boards of directors with reference to the
minimum requirement.

For the entities concerned, the general reserve fund can be
converted into capital in proportion to the equity holders’
existing equity holdings, provided that the balance after
such conversion is not less than 25% of the registered
capital.

Capital reserve

The capital reserve comprises the fair value of shares
allotted and issued over the subscription costs and share
options granted to employees of the Group.

Exchange reserve

The exchange reserve comprises all exchange differences
arising from the translation of the financial statements of
Group companies into the presentation currency. The
reserve is dealt with in accordance with the accounting
policy set out in note 2.4.

Other reserve

Other reserve mainly represents the differences between
considerations of acquisitions of equity interests from non-
controlling equity owners and the carrying amount of the
proportionate net assets.
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36.00 [

(1) OoOoOO

ooooooooooOooooooao
ooooooooooon

|
oooooooOooOooOooooan
oooobOoooOoooOoooOooan
oooooooOooboooOooooan
0000000000 0010%00
goooooOooooOoooooooan
oooooOoooOoooOoooOooon
ooooboOooooooooooan
ooooooo

Oooooooo O

oboOoooooOooocoOooOoooao
oboooO0ooboOOooOoobDOooooo
O0O0OO0ODOODOO0ODODOD0OO0OD0O025%0

3y OO0

ooocooooooooocooboooboo
ooocooooooooocooboooboo
ooooooooo

(4 0O00O0O

ooooooodoooooooooao
goooooooooooooboooao
oooob24000000000

) oOo0O0O

ooocooooDooOoooooboooao
ooocooooDooOoOooooboooao
oooooooooo
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37.Notes to the consolidated statement of 37.0 00000000

cash flows

(a) Major non-cash transactions (@ DODDOODOODO

ooo0oooooooooooooao
oooooooooOoOooooOoooao
O000O00241000000000
2410000000 000000

During the year, the Group had non-cash additions to
right-of-use assets and lease liabilities of RMB2,410,000 and
RMB2,410,000, respectively, in respect of lease
arrangements for plant and equipment and land (2018:
Nil).

(b) Changes in liabilities arising from financing (b) DOOO0ODODODODOOOO

activities

Interest-bearing

Financial lease
payables/Lease

borrowings liabilities

oooooo

gooo goooooao

RMB'000 RMB’000

goooo goooo

At 31 December 2018 ooobOobOOobobobao 1,790,457 —

Effect of adoption of HKFRS 16 oooOooooooooted

ogoo — 2,410

At 1 January 2019 (restated) oo0oooOoOobOooOobooao 1,790,457 2,410
Changes from financing cash flows gooooobooooo 21,171 (1,149)
Interest expense gooao — 127
At 31 December 2019 oooboboboobobo 1,811,628 1,388

Interest-bearing

Financial lease

Borrowings payables

oooo oooad

RMB’000 RMB’000

ooooo goooo

At 1 January 2018 gooooooooao 2,047,080 9,840
Changes from financing cash flows gooooobooooo (256,623) (9,840)
At 31 December 