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Board of Directors
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
Ms. FENG Wenli

Company Secretary

Mr. YUEN Kin Shan (resigned with effect from 17 September 2020)
Ms. TSANG Pui Kiu (appointed with effect from 17 September 2020)
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Ms. FU Shuangye
Ms. FENG Wenli
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Dr. WONG Wing Kuen, Albert
Mr. TAN Wenhua

Ms. FENG Wenli
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Hong Kong Share Registrar
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COMPANY PROFILE
- g el

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.

The production line of the Group previously covered the upstream
photovoltaic monocrystalline silicon ingots and wafers, mid-stream
solar cells and downstream photovoltaic modules. However, due to
the ageing of the production line of the solar cell and its low
production capacity without economies of scale, the Group adjusted
its operating strategy to utilise its resources in developing niche
products and no longer continued to manufacture any solar cells.

The Group now focuses on the manufacturing and sales of upstream
monocrystalline silicon ingots and wafers and downstream
photovoltaic modules in the photovoltaic industry. Among them, the
major customers of monocrystalline silicon ingots and wafers are
large midstream solar cell manufacturers and the major customers of
photovoltaic modules are large domestic state-owned enterprises,
multinational corporations and other photovoltaic end-user
customers. This enables the Group to fully demonstrate its current
advantages in the production of such products. Moreover, the Group
is engaged in the installation of photovoltaic systems and the
development, design, construction, operation and maintenance of
photovoltaic generation plants.

Currently, our integrated business model includes monocrystalline
silicon solar ingot production with annual capacity of 3.45GW, solar
wafer production with annual capacity of 2.5GW and modules
production with annual capacity of 3.7GW, respectively.

4 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000
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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
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TAN Wenhua,
Executive Director and Chairman
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In 2020, all global industries have been greatly affected by the
outbreak of COVID-19. However, the epidemic had only resulted in
minimal effect to the photovoltaic industry caused by COVID-19. The
photovoltaic industry recovered speedy in the second half of the
year. China continues to lead the market. The future prospect of the
photovoltaic industry continues to be optimistic.

As a clean energy source, photovoltaic power generation had to rely
on government subsidies to compete with the selling price of
traditional petrochemical energy in the past. As such, with the
advancement of photovoltaic production technology in the past ten
years, the production cost per watt of power generation has
dropped sharply. It has reached the target of market price, and
explosive sales growth is foreseeable in the future. The Group has
continued to invest in upgrading and transforming the existing
production capacity and engage in mass production adjustment of
new production capacity since 2018. Also, ageing production
capacity had been eliminated. It reached the goal of comprehensive
upgrade of existing production capacity and mass output of new
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Chairman's Statement
D _

The types of photovoltaic products were originally divided intotwo 00000000000 O0O00O0O0O0OOOO
technologies, monocrystalline and multicrystalline, for many years,. 000000000000 O0OOCOO0OOOOOO
The production ways of their corresponding monocrystalline silicon 0000 0000000OOOO0OO0OO0OOOOOO
ingot and multicrystalline silicon ingots are different. With the 0000000000000 O0O0OO0OOOOOO
conversion efficiency improvement of monocrystalline silicon products 0000000000000 O0OOO0OOOO0OOO
and the ability of continuously reducing production costs becoming 0000000000000 0O0OCOOOOOO
clearer and more feasible, the market share of the multicrystaline 00000000000 OO0OOO0OOOOOOO
technology has been quickly replaced by the monocrystaline 000000000 00000034500000
technology. Yet, production of monocrystalline and multicrystalline 0000000025000 000000000
silicon wafers in the manufacturing process are the same and 000000000000 OCOCOOOOOOO
therefore the production capacity of multicrystalline slicing with 00000000000 O00000O0OOOO
multicrystalline silicon ingots has been greatly released. Hence, the 0000000000000 OOOOO
difference in the production capacity of the Group’'s monocrystalline

silicon ingots of 3.45GW and that of monocrystalline silicon wafers

of 2.5GW will be smoothly compensated by third-party processing

service providers that have already released multicrystalline slicing

capacity. As a result, the Group could focus on its limited resources

on the development of monocrystalline ingots and niche module

products.

In addition, regarding the production of upstream mono-crystaline 0000000000000 OOOOOOOO
silicon ingot and wafer products, the Group’s low-cost 000000000000 O0OO0OOCOOOOOO
high-efficiency production base of mono-crystalline silicon ingotand 0000000000000 OCOO0OO0OOOOO
wafer located in Qujing, Yunnan has completed its producton 000000000000 O0OOCOOOOOOO
adjustment, and the results of which have been showing gradually. 0000000000000 O0O0O0OO0OOOO
Further, after the Group’s transformation and upgrading works O OO0OO000O0O00O0O0OO0OO0O0OOOOOOOO
performed at the original production bases in Jinzhou, Liaoning and 00O 00O

Xining, Qinghai, increase in the production capacity and cost
reduction have been demonstrated, which further improve the
Group's overall gross profit margin.

Regarding the downstream photovoltaic modules, since our 000000 OO0OQOOO0OOOOOOOOOODO
photovoltaic module customers are mostly domestic statecowned 00000000 O0O00OOOOOOOOODO
enterprises or large multinational corporations, the market positon OD0O00O000O0O0OO0O0OO0OOO0OOOOCODOOOO
and strength possessed by these module customers are the strongest 00000000000 O0O0OOO0OOOOOOO

in the overall photovoltaic industry chain. Therefore, the Group has 0000000000000 00O0OCOOO0OO
established a direct supply relationship with large module customers D0 0000000000 OOCOOOODOOO
through significant module production capacity, which maintains a 0000000000000 OCOOOOOOO
more stable terminal product estuary. As such, the newly-established 00000000000 OOO0OOOOOOOO
module manufacturing base in Yancheng, Jiangsu has commenced 000003700 00000000000000
production in addition to the current module capacity owned by its 00 00O

wholly-owned subsidiaries based in Jinzhou, Liaoning, in order to

meet the needs of module customers. The Group's effective module

production capacity is then increased to 3.7GW which can greatly

increase the economies of scale in module products.

8 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000
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Chairman's Statement
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Although the unit selling price per watt of photovoltaic products has 00 0000000000000 OOOCOO
been reducing year by year as a result of the removal of goverrment 0000000000000 O0OO0OOOCOOO
subsidies so that the price can be marketized, the Group’s revenue 000000000000 0O4,42600000
still increase from RMB4,426 million in 2019 to RMB6,052 million in 000O0oo0oo0oogoggeb20 000000
2020, representing a significant increase of 37%. However, even 37%000000000000000000
though the net loss for the year dropped significantly from 003543580 00000000000000
RMB354.358 million in 2019 to RMB196.367 million in 2020, the 01963670 0 0000 00OOOOOOOOO
Group could not turn loss into profit, mainly due to the following O OOO0O0OO0O0OOOO0OOOOMOODOOO
reasons which cannot be reasonably foreseen: (1) as high-efficency 0 OO0OO00O0O0O00ODOO0OOO0OOOOOOO
production capacity has successively commenced mass production 000000000000 O0OOOOOOOO
during the year and the transformation of existing producton OO0OO00O00O0OO0O0O0O0O0OOOOOOOOO
capacity was completed, it was originally expected that the gross 0000000000000 0O0O0OOOODOO
profit margin could be greatly improved. However, some of the 0000000000000 O0O00OODOOOO
suppliers of polysilicon had temporary suspended their operations 0000000000000 0OCOOOOOO
during the year which resulted in a supply shortage and surging 0000000000 OO0OO0O0OOO7.7%00
price of polysilicon. In addition, the procurement costs of auxiliary O00000009.7% 0000000000000
materials increased significantly during the year as the supply of (2000000000000 O0OOOOOOOOO

ODoooooooog

major auxiliary materials was affected by the outbreak of the 00000000000 O0OOOOOOOOO
COVID-19. The increase in the price of materials had led to the 0000000000000 OOOOOOOO
actual gross profit margin increased only from 7.7% in 2019 to 0000000000 O0OO0O0OO0OOCOOOOOO
9.7% in 2020 and the growth in gross profit margin has been 0000000000000 O0OO0OOOOOOO
restricted; (2) as the production line of Group previously covered the 00 000000000000 OOOOOOO
upstream photovoltaic mono-crystalline silicon ingots and wafers, 0000000000000 0O0OOCOO0OOO
mid-stream solar cells and downstream photovoltaic modules, the 00000000 O00O0000 3)OoooO0O0O
scale of solar cell production was relatively small and outdated. It 000000000 000CO0O00OOOOO0OO
was no longer in line with the economic scale production efficiency. 00O

As a result, the Group adjusted its operating strategy and utilises

limited resources to fully develop niche products such as upstream

monocrystalline silicon ingots, monocrystalline silicon wafers and

downstream modules. Since the Group is not expected to produce

solar cells on its own, the net amount of such aged production line

and the related machinery and equipment was recognised as a

one-off asset impairment loss during the year; and (3) unexpected

increase in selling expenses (such as shipment costs) as a result of

the outbreak of COVID-19.

Looking ahead, as a result of (1) leading technology cost advantages 0000000000 OMOOOOOOOOO
and large-size product lines with higher bargaining power, the Group 0000000000000 O0O0OO0OO0OOOOO
will be able to increase the market share and further drive a 0000000000000 QROOOOOOO
significant increase in gross profit margin; (2) the new producton 00000000000 O0O0O0OOCOOOOOO
base with a lower electricity costs and with policy support, the 0000000 00@ODOO0OOOCOOOOO
Group can significantly reduce the production cost of the local 0000000000 OO0OO0OOOOOOOOO
external environment; (3) the high-efficiency new production capacity 000 000D OO0O0O0OO0OO0ODOOOOOO
has begun mass production as expected, the existing production OO0 0000OGODODOODOOCOOOOOOO
capacity had also been upgraded, which could lead to the OO00O0D0O0O0ODOO0ODOODOOOOODOOODO
advantages of economies of scale; (4) the long-term diversified 0000000000000 O0OOCOOOOOO
technological advantages of each product line; and (5) the strong OO0 00O

client base in China and overseas, with increasing demand from new
and old customers, it is expected that the Group’'s external
shipments and revenue would continue to grow, and the operations
performance will then return to a normal level.

ANNUAL REPORT 2020 0 O 9
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Chairman’s Statement
D _

Photovoltaic policy of China in 2020 has continued the overall O000000OOOOOO0OO0OO0O0OOOOOOO
framework of 2019. It entered the final year of parallel development 0000000000000 O0ODOOOOOO
of grid parity and subsidised bidding projects by stepping out of OO0 0000000000 O0OOOOCOOOODO
government subsidies. Although demand was temporarily dampened 000000000000 OO0OOOOOOOO
due to the outbreak of COVID-19 pandemic in 2020, the overallnew OO0 000000000000 OOCOOOOO
installations continued to grow rapidly. It is expected that mid and 0000000000000 OOOOOOOO
long-term demand will continue to grow strongly in China and 0000000000 OCOOOOOOOCOOO
globally. In order to respond to the rapid increase in global demand, DO O00O00O0O00OO0O0O0OODOOOOCODOOOO
the Group is actively planning to continue with the expansion of 00000000000 OCOOO0OOOOOO
production capacity of monocrystalline silicon ingot, wafer and 0000000000000 O0OO0OO0OOOCOOO
modules to take advantage of the external production environment 0000 00000000000 O0OO0OOCOOO
in different areas, enabling the Group to fully utilise its current 0000 0000000COOO0OO0OOOOCOOO
technological advantages in production. In the planning for 2022, 000000000000 O00O0O0OOOOOO
the upstream monocrystalline silicon ingot production capacity willbe 000000000000 OOOOOOOOO
significantly higher than the downstream module production 00000000000 OCOOO0OOOOOO
capacity. It is to consider that the future supply and demand is OO0 00000O0O0000OO0OO0OOOOOOOO
growing rapidly. Compared with downstream modules, production of 0000000000000 O0OO0O0OOOOOO
upstream monocrystalline silicon ingot needs higher technical 00000000 OO0ODOOOOOOOOOOO
thresholds and higher gross profit margins. Therefore, the oligopoly 000 0000000000000 OCOOOO
market trend of the monocrystalline silicon ingot suppliers will OOO000OO0O

continue to exist. As the first batch of domestic enterprises engaging

in the production of monocrystalline silicon ingot, with 20 years

experience in manufacturing of monocrystalline silicon ingot, leading

the industry with accumulated technological advantages, when more

resources would be invested in the oligopoly market of upstream

monocrystalline silicon ingots, there would be better market

bargaining power which can strengthen the Group’s profitability.

Photovoltaic industry is not only supported by national policy, but OO0 0O0O0O0OO0OOO0O0OOOOOOOOOODO
also highly regarded by the world. The era of grid parity has arrived OO0 000CO0O00OOO00OOO0OOOOCOOO
and the market will continue to experience explosive growth. By 000000000000 O0O0O0OOOOOOO
focusing our resources on the development of upstream 000000000000 O0OOOCOOOOOO0
monocrystalline silicon ingots and wafers and downstream 0000000000000 O0OO0OOOOOOO
photovoltaic modules, making them two of our key products, OO0 O0O00O0O00O0O0O0O0O0O0O0O0O0OOO
together with our capability in producing large-size wafers as a 000000000000 00OCOOOOOO
fruitful result of our continuous technological R&D, complemented 0000000000 OOOOOO

by a strengthened and more cost-effective production capacity
layout, we are well prepared to embrace the robust growth in the
photovoltaic industry after realizing grid parity.

10 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000



Market Overview

In 2020, despite the resulting impacts caused by the outbreak of
COVID-19 including global economic downturn and recession in
various industries, the demand for renewable energy is still up-lifting.
According to the analysis of the international analyst, IHS Markit, the
epidemic had brought short-term pressure to the photovoltaic
industry, but a speedy recovery was recorded in the second half of
2020. The long-term demand for photovoltaics is still high, resulting
in a minimal effect to the industry caused by COVID-19. IHS Markit
also predicted that 158GW of new photovoltaic installations will be
made next year worldwide. This represented an increase of 34%
compared with the predicted figure in 2020. China, U.S., Europe and
India are expected to be the major markets for solar energy, where
China continues to lead the market. The future prospect of the
photovoltaic industry continues to be optimistic.
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Y. Management Discussion and Analysis
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Market Overview (Continued) 000 Oooo

2020 was the final year of “13th Five-Year Plan” of China. twasa 0000000000000 O0O0O0OOOOOO
critical year for the industry shifting from subsidised bidding OO0O0OO00O0O0O0OO0OO0OOOOOOOOOO

photovoltaics to grid parity in China towards a self-sustaining OO0 O0OO0OO0OOCOO0OO0OOOOOOOCOOOO
development path. Because of the COVID-19 pandemic, the new 000000000 COO0OO0OOO0OOCOOOOOO
photovoltaic installation and export volume of modules recorded 0000000000000 O0O0OO0OOOOOOO
negative growth in first quarter of 2020. Nevertheless, the market 0000000000 OOOOOOOOCOOO
recovered rapidly in the second quarter. According to the data from O000000O0O00OOOOO0OO0OOCOOOOOO
the China Photovoltaic Industry Association (CPIA) (DO O OO OO 00o000o0oO0oDOoo0oOooDOoooooo
0), the overall production of the photovoltaic industry grew steadily 0000000000 O0OO0OO0O0OO0OOOOOOO
in first three quarters of 2020. The export volume of polysiicon, 0000000 O0O0OO0OOOO0OOOON90.870
wafers, cells and modules was higher than that in the same period O00O0O0OOOOOO4820000000000
last year. It indicates that China’s photovoltaic development is still 000000000000 OOO0O18.70000
progressing steadily. China’s National Energy Administration (NEA) 00000000 00029500000000
announced that in the newly installed capacity of China’s power 000000000000 OOCOOOOOOO
supply in 2020 was 190.87GW, in which 48.2 GW was photovoltaic O 000000000 OCOOOOOOOOOO
capacity. The newly installed photovoltaic capacity was 18.7GW in 00000000000 O0O0OOOOCODOOOO
the first three quarters announced by the NEA, which means there 000000000000 OO0OO0OOOOO
was 29.5GW installed in the fourth quarter. This is a new high of 000000000 0O0OCOOOOOOOOO
nearly three years since the peak of the installed capacity in 2017.In O 001200000000 00000O00AO
addition, the President of China, Xi Jinping, announced during the 0000000000 OCOO0OO0OOOCOOOOOO
United Nations General Assembly held in September 2020 that China 000000000 OOOCOOOOOOOOO
strives to reach the peak of carbon dioxide emissions by 2030 andto 00000 000OCOO0OOOCOOOOOOOO
achieve carbon neutrality by 2060, whilst the total installed capacity 000 OO OO0OO0O0O0OOOOOOOOOOOO
of wind and solar power generation will reach 1.2 billion kilowatts 00000000000 OCOOO0OOOOOO
or even more. China enters the “14th Five-Year Plan” in 2021. 0 0000000000 OOOOOOOO
Photovoltaic power generation will no longer be subsidized and enter OO0 O 000 0O0OOOOOOOOOOOOOOO
into the grid parity generation. It is foreseeable that the Chinese 070900 0000000000 OCOOOO0OO
government will continue to introduce various photovoltaic policies to OO0 0 OO

support the “14th Five-Year” energy plan in 2021 in order to
stimulate the development of the photovoltaic industry and achieve
the country’s overall energy goals. Besides, some industrial projects
that were delayed by the epidemic in early 2020 will also be
completed in 2021. CPIA predicted that during the “14th Five-Year
Plan” period, the average annual domestic photovoltaic installed
capacity will be 70 to 90GW. It is predicted that the development of
China’s photovoltaic industry will continue to improve in 2021.

* for identification only

12 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000



Management Discussion and Analysis
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Market Overview (Continued)

According to the Sustainable Energy in America Factbook, an annual
joint report from Bloomberg New Energy Finance (BNEF) and the
Business Council for Sustainable Energy (BCSE), US made 16.5GW of
photovoltaic installations in 2020, a recorded high since 13.6GW in
2016, representing an increase of 24% compared to 13.3GW in
2019. Due to the outbreak of COVID-19, only 3.5GW of photovoltaic
installations were added in the second quarter decreased by 6%
comparing to the data of the previous quarter. However, newly
installed capacity in the third quarter in 2020 increased to 3.8GW,
representing an increase of 9%. The data reflects that the US
photovoltaic industry was not greatly affected by the epidemic where
only a short-term decline is recorded. This shows that the US
photovoltaic industry is entering a period of recovery and the
industry is getting rid of the haze of the epidemic faster than
expected. At the end of 2020, the US government transited and a
two-year extension on tax relief measures for the US solar energy
industry was introduced, whilst more clean energy policies is
expected to be introduced in 2021 and the US would return to the
Paris Climate Agreement which aims for a carbon-free power
generation to be reached in 2035. These factors above would all be
beneficial to the development of the US solar industry. Based on the
data from the US Energy Information Administration (EIA), the US
solar public power generation in 2021 is expected to reach 15.4GW,
which will exceed nearly 12GW in comparison to 2020.

SolarPower Europe released the latest EU Market Outlook for Solar
Power. It states that despite the huge impact brought by the
epidemic to Europe, Europe’s new photovoltaic installed capacity in
2020 was 18.2GW, representing an increase of 11% comparing to
2019. It was the fastest growing year since 2011. Among EU
member states, Germany, the Netherlands, Spain, Poland, and France
have become the top five European new photovoltaic installation
markets and Germany continues to be the largest photovoltaic
market in Europe. In September 2020, the European Commission
officially released the 2030 Climate Target Plan and the policy
impact assessment report. It proposed the greenhouse gas emission
reduction target in 2030 from 40% to 55% and achieving net zero
greenhouse gas emissions by 2050. Relevant legislation will be
amended by June 2021. Based on the interim forecast of SolarPower
Europe, the demand is expected to increase by 23% in 2021, and
the installed capacity will reach 22.4GW, which will break the record
set since 2011.
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Management Discussion and Analysis

(I

Market Overview (Continued)

India is the most affected market as a result of the epidemic. A
sluggish demand in the installed capacity in the country and a sharp
slowdown in the progress of various constructions has been shown
in the past year. According to the latest report of Mercom India
Research, India’s newly installed photovoltaic capacity was 3.2GW in
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Operations Review
Operations Summary

As a clean energy source, photovoltaic power generation replacing
traditional petrochemical energy sources has become a global trend.
Even though the current COVID-19 epidemic has suppressed the
growth in the demand for photovoltaic products temporarily, the
trend of rapid growth in the demand for photovoltaic products in
the future is unwavering. The Group focuses on the manufacturing
and sales of upstream monocrystalline silicon ingots, wafers and
downstream photovoltaic modules in the photovoltaic industry.
Among them, the major customers of monocrystalline silicon ingots
and wafers are large midstream solar cell manufacturers and the
major customers of photovoltaic modules are large domestic
state-owned enterprises, multinational corporations and other
photovoltaic end-user customers. This enables the Group to fully
demonstrate its current advantages in the production of such
products. Moreover, the Group is engaged in the installation of
photovoltaic systems and the development, design, construction,
operation and maintenance of photovoltaic generation plants.

Silicon ingot and wafer business

Monocrystalline silicon ingot products are mostly used for the
internal production of monocrystalline silicon wafers within the
Group, and are less engaged in external sales. Monocrystalline silicon
wafer products of the Group are mostly sold to third-party
professional solar cell manufacturers. During the year, with the
advantages in the application of monocrystalline products over
multicrystalline products in photovoltaic power generation, the
market share of monocrystalline products has continued to increase
rapidly. As such, demand for monocrystalline silicon wafers of the
Group has continued to increase. Further, in addition to the
traditional monocrystalline P-type products, shipment volume of
monocrystalline N-type products with higher conversion efficiencies
are also increasing. With the continuing realisation of advantages in
the improvement in conversion efficiency, more stable decay rate in
its photovoltaic systems, continued reduction in unit costs, etc, it is
expected that the advantages of monocrystalline products will
become more obvious in the field of photovoltaic power generation.
The monocrystalline technology focused by the Group in the past
two decades has officially defeated that of multicrystalline and
became the only mainstream in the market.
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Management Discussion and Analysis
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Operations Review (Continued)
Operations Summary (Continued)
Silicon ingot and wafer business (Continued)

The Group has a leading position in the monocrystalline silicon solar
ingot and wafer manufacture industry in terms of technology, whilst
product quality and stability are 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
monocrystalline silicon ingots was 710.8MW (204.2MW in 2019).
External shipment volume of monocrystalline silicon wafers increased
significantly to 3,145.8MW (2,014.6MW in 2019). Major customers of
external sales included TW Solar Group (0O OO OO O), Sumin
New Energy Group (O O O 0O O O O), Shangrao Jietai New Energy
Technology Co., Ltd. (00O O OO OOOOOOO), Aiko Solar
Energy Technology Co., Ltd (DO OO0 OO0 OO0O) and huge
state-owned enterprises in China, such as Huanghe Hydropower
Development Co., Ltd. (D O OO OOO0OOOOOOOO) ("Qinghai
SPI").

The Group has completed the testing and adjustments of its newly
invested low-cost high-efficiency monocrystalline silicon solar ingot
and wafer project, located in Qujing, Yunnan, the PRC. It
commenced manufacturing in scale from 2020 onwards. Not only do
the relevant investments enjoy various preferential investment policies
from the local government, but more importantly, the local electricity
cost, which is the major manufacturing cost of ingot-pulling, is also
lower than that at previous major production base in Jinzhou,
Liaoning, by more than 50% which strengthened the ability to
increase gross profit margin. Accordingly, the Group is currently
actively planning the expansion of the monocrystalline silicon solar
ingot and wafer capacities in Qujing, Yunnan 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

The production line of the Group previously covered the upstream
photovoltaic monocrystalline silicon ingots and wafers, mid-stream
solar cells and downstream photovoltaic modules. However, due to
the ageing of the production line of solar cell and its low production
capacity without economies of scale, the Group adjusted its
operating strategy to utilise its resources in developing niche
products and no longer continued to manufacture any solar cells.
The net amount of existing ageing production line of solar cells and
related machinery equipment was accounted for as one-off asset
impairment loss during the year. This resulted in unsatisfactory
operating performance during the year.
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Operations Review (Continued) 000 Oooo
Operations Summary (Continued) OO0O00ooo
Solar cell and module businesses (Continued) 0ooooooooo

In response to the opportunity offered by grid parity, the technical 0 OO0OO000OO0O00O00OO0OO0OOOOOOOOO
level of multi-crystalline photovoltaic products has been replaced by 0000000000000 O0OOCOOOOPO
monocrystalline products. The P-type PERC (Passivated Emitter and  PERC (Passivated Emitter and Rear Cel)D O O OO
Rear Cell) module of the monocrystalline product that the Group O OO0OO0O0O0OO00ODOO0OOOOOOOOOODO
focused on has not only become the mainstream in the market, but O0OO0O000O0O000O0O0ONOOOOOOOO
the Group also further expanded and strengthened the development OO0OO0OO0OO0OO0OOO0OOOOOOOOOOOOOO
and sales of monocrystalline silicon high-efficiency module products 000000000000 O0O0OOOOOOOOO
such as N-type double-sized glass photovoltaic modules, half-cell OO O OO OOONOOOIBCOOOBSOOO
photovoltaic modules, smart photovoltaic modules, and related OO0OO0OO0O0O00O0O00OO0OO0O0OOOOOEFPC
high-end products. Among them, the Group is the first in the OOO0OO0OOO0O0OOO0OOOO

country and also leading in the industry to utilise internationally-

leading FPC manufacturing technique in our BS modules of N-type

monocrystalline IBC solar cell, which produces higher current output,

open circuit voltage, fill factor and other electrical performance

advantages.

As a company focusing on monocrystalline silicon photovoltaic 000000 ODOO0OO0O0OO0OOOOOOOOOO
products, equipped with high-quality, self-produced upstreem 0000000000000 O0OO0OOOOO0OO
monocrystalline silicon ingots and mono-crystalline silicon wafers, O0OO0000O000O0OO0OO0OO0OOOOOOOO
customers’ demand for the Group’s mono-crystalline modules has 00000000 09%% 0000000000
always remained high. Currently, proportion of sales of the Group’s OO0 OO0 OO0OO0OO0OO0OO0OO0O04000000000
mono-crystalline silicon photovoltaic modules has reached around O OO0OO000OO0O0O0O0OO0OOOOOOOOOOO
95%. Further, the Group has also added in SHARP's global leading OO0 OO0

40-year quality assurance system for photovoltaic products. The
quality of the products is stable and reliable, which could bring
long-term and stable income to end-user owners.

gooooocoooao

ooooooOoobooooooooooooon
ooooooOoobooooboooooooooo
ooooooooooooooooboboooo
ooooooOooboooooocooboooboobooon

Construction and operation of photovoltaic system business

The Group has been actively expanding the end-user power plants
construction business apart from devoting its efforts in stabilising its
upstream and midstream business development, thereby driving
demand for products from downstream to upstream. As such, the
Group explores business opportunity derived from the construction O00o0oooO0ooOoooooooooooon
of distributed power plants. Apart from establishing internal O0o00ooo0oooooooooooogon
photovoltaic power plant system companies, the Group also plansto 00000000 OCOO0OO0OOOOO

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.

Oooooogoo d
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Operations Review (Continued)
Operation Strategy

As a clean energy source, photovoltaic power generation had to rely
on government subsidies to compete with the selling price of
traditional petrochemical energy in the past. If production costs can
be reduced and be competitive in the normal market without
government subsidies, photovoltaic power generative may lead to a
widespread application. As such, with the advancement of
photovoltaic production technology in the past ten vyears, the
production cost per watt of power generation has dropped sharply.
Strictly speaking, the current photovoltaic application has reached the
target of market price, and explosive sales growth is foreseeable in
the future. In this case, production related equipment also needs to
be upgraded or added in order to be in line with technological
development. Accordingly, the Group has continued to invest in
upgrading and transforming the existing production capacity and
engage in mass production adjustment of new production capacity
since 2018. Also, ageing production capacity had been eliminated.
The upgrading, adjustment and elimination of production equipment
during this period led to the increase in production costs and
expenses of the Group. Thus, the operating performance was less
satisfactory. However, in 2020, the Group has finally passed the
painful period and reached the goal of comprehensive upgrade of
existing production capacity and mass output of new high-efficiency
production capacity. Currently, the annual production capacity of
monocrystalline silicon ingot of the Group is 3.45GW,
monocrystalline silicon wafer capacity is 2.50GW, and module
production capacity is increased to 3.70GW.

The major concern for the aforementioned monocrystalline silicon
wafer production capacity being less than that of monocrystalline
silicon ingot, is that the types of photovoltaic products were
originally divided into two technologies, monocrystalline and
multicrystalline, for many years. The production ways of their
corresponding monocrystalline silicon ingot and multicrystalline
silicon ingots are different. With the conversion efficiency
improvement of monocrystalline silicon products and the ability of
continuously reducing production costs becoming clearer and more
feasible, the market share of the multicrystalline technology has been
quickly replaced by the monocrystalline technology. Yet, production
of monocrystalline and multicrystalline silicon wafers in the
manufacturing process are the same and therefore the production
capacity of multicrystalline slicing with multicrystalline silicon ingots
has been greatly released. Hence, the difference in the production
capacity of the Group’s monocrystalline silicon ingots and that of
monocrystalline silicon wafers will be smoothly compensated by
third-party processing service providers that have already released
multicrystalline slicing capacity. As a result, the Group could focus on
its limited resources on the development of monocrystalline ingots
and niche module products.
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Operations Review (Continued)
Operation Strategy (Continued)

By adopting a dual-track strategy of continuous development of
upstream mono-crystalline silicon ingots and wafer products, as well
as downstream module products, the Group effectively utilises its
resources. Regarding the production of upstream mono-crystalline
silicon ingot and wafer products, the Group’s low-cost
high-efficiency production base of mono-crystalline silicon ingot and
wafer located in Qujing, Yunnan has completed its production
adjustment, and the results of which have been showing gradually.
Efficiency of production is comparable to that of the industry, and it
will become the main production base of the Group’'s
monocrystalline silicon ingot and monocrystalline silicon wafer.
Further, after the Group’s transformation and upgrading works
performed at the original production bases in Jinzhou, Liaoning and
Xining, Qinghai, increase in the production capacity and cost
reduction have been demonstrated, which further improve the
Group's overall gross profit margin.
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Operations Review (Continued)
Operating Performance (Continued)

(2)

22

as the Group previously focused on the vertical integration of
photovoltaic products, where its production line covered the
upstream photovoltaic mono-crystalline silicon ingots and
wafers, mid-stream solar cells and downstream photovoltaic
modules, the scale of solar cell production was relatively small
and outdated. It was no longer in line with the economic scale
production efficiency. As a result, the Group adjusted its
operating strategy during the year by suspending the in-house
manufacturing of solar cells due to the aged production line
with a low production capacity and efficiency. Instead, it
utilises limited resources to fully develop niche products such
as upstream monocrystalline silicon ingots, monocrystalline
silicon wafers and downstream modules. Since the Group is
not expected to produce solar cells on its own, the net
amount of such aged production line and the related
machinery and equipment was recognised as a one-off asset
impairment loss during the year.

unexpected increase in selling expenses (such as shipment costs)
as a result of the outbreak of COVID-19.

SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000

U0OU0OOboo
OO000Oooo

(2)

3)

gooooOboO0o0oooooobbooo
gboboboboboooboooooooo
gboboooobooooboobooooboooboo
gboboboooboooooobooooboooboo
gbooboooooobobooobooo
ooooobooboooobooooboooboo
ooooobooboooobooooboooboo
gbooboooboooobobobooooo
oooooOboO0o0oooooboobbooo
gbobooooobooooobgoog

gbooboooooobobooobobobo
oboobooooooo



Management Discussion and Analysis
[ e P R e S

Operations Review (Continued)
Operating Performance (Continued)

To summarise, due to the aforementioned unexpected reasons, the
growth of the Group's gross profit margin reduced drastically and
unexpected costs also increased significantly. However, due to the
successful research and development of the Group and
breakthroughs in various production bottlenecks during the year, the
most advanced production technology had been smoothly applied to
mass production. Thus, if the unexpected factors were not present,
the production cost of each product line of the Group should reduce
greatly, and the overall gross profit margin should also improve. For
example, the Group’s monocrystalline silicon ingot production system
adopted fast closing technology, which shortened the closing time
by 70%. Further, through the transformation and upgrading of the
water cooling device, the growth rate of monocrystalline silicon ingot
can be increased from 1.25mm/min to 2.0mm/min. Whilst we had
also developed a 500-hour long-life crucible, a major auxiliary
material for the production of monocrystalline silicon ingot, jointly
with specific suppliers, it could realise the RCZ production process of
continuously drawing 9 ingots in one pot, which can significantly
reduce the production cost. On the other hand, the module
production line of the Group can also produce multi-busbar half-cell
double-sided double glass 182mm and 210mm large-size modules
which the conversion could reach more than 600 watts. In addition,
the related equipment automation intelligence and packaging
technology are in the leading position in the industry. According to
the analysis of the recent bidding in China’s photovoltaic market,
182mm and above photovoltaic modules accounted for more than
two-third of the bidding product specifications. Since the Group’s
monocrystalline silicon ingot, monocrystalline silicon wafer and
photovoltaic module production lines can all produce large-size
scarce products such as 182mm and 210mm, they could further
enhance the Group’s ability to increase the selling price and provide
opportunity for a substantial increase in gross profit margin.
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Operations Review (Continued)
Operating Performance (Continued)

Looking ahead, as a result of (a) leading technology cost advantages
and large-size product lines with higher bargaining power, the Group
will be able to increase the market share and further drive a
significant increase in gross profit margin; (b) the new production
base with a lower electricity costs and with policy support, the
Group can significantly reduce the production cost of the local
external environment; (c) the high-efficiency new production capacity
has begun mass production as expected, the existing production
capacity had also been upgraded, which could lead to the
advantages of economies of scale; (d) the long-term diversified
technological advantages of each product line; and (e) the strong
client base in China and overseas, with increasing demand from new
and old customers, it is expected that the Group's external
shipments and revenue would continue to grow, and the production
cost would decrease more than the selling price. The gross profit
margin and gross profit ratios will return to a normal level.

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 on a large scale basis and to effectively
achieve the goal of green and clean energy. Although the average
selling price of photovoltaic product declined gradually over the year,
and the growth in overall market demand has been suppressed due
to the COVID-19 pandemic, the Group has been striving to
strengthen the relationship with its customers of both upstream
monocrystalline silicon ingots and wafers and downstream modules
over the years, hence the high-end photovoltaic products remain
welcomed by state owned enterprises and multinational enterprises.
As a result, total external shipment volume increased significantly by
65% as compared to last year. The Group has continued to maintain
its growth and recorded a revenue of RMB6,051.956 million for the
year ended 31 December 2020, represented a growth rate of 36.8%
from RMB4,425.552 million in 2019.
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Financial Review (Continued)
Cost of sales

For the year ended 31 December 2020, cost of sales increased from
RMB4,084.184 million in 2019 to RMB5,466.104 million, representing
an increase of 33.8%, mainly due to the increase in shipment
volume. Cost of sales represented 90.3% of total revenue,
representing a limited decrease of 2.0 percentage points from 2019.
Some suppliers of polysilicon had temporary suspended their
operations because of floods and factories explosion during the year,
resulting in a supply shortage and surging price of polysilicon. In
addition, the procurement costs of auxiliary materials increased
significantly during the year as the supply of a number of major
auxiliary materials was being affected by the outbreak of the
COVID-19.

Gross profit and gross profit margin

With the commencement of high-efficiency production capacity and
transformation of existing production capacity, the total gross profit
and gross profit margin were expected to improve significantly.
However, as mentioned above, the outbreak of COVID-19 has led to
a significant increase in procurement costs. The Group recorded
gross profit amounted to RMB585.852 million, at a gross profit
margin of 9.7% during the year, as compared to RMB341.368
million gross profit and gross profit margin of 7.7% in 2019, both
figures have increased but in a limited growth rate.

Selling and distribution expenses

Selling and distribution expenses mainly comprised of packaging
expenses, freight charges and insurance expenses. Selling and
distribution expenses increased to RMB136.331 million in 2020 from
RMB84.583 million in 2019. The increase in selling and distribution
expenses were mainly due to the increase in external shipment
volume in 2020 and the unexpected increase in overseas shipment
costs as a result of outbreak of COVID-19.

Administrative expenses

Administrative expenses mainly comprised of staff costs and research
and development expenses. The administrative expenses for the year
amounted to RMB452.827 million, as compared to RMB409.458
million in 2019. The increase was mainly due to increase in
investment in research and development of various niche products
and technological innovations in production and related expenses.
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Financial Review (Continued)
Impairment of property, plant and equipment

An impairment of property, plant and equipment, amounting to
RMB68.587 million, was recognised during the year, increased by
RMB53.42 million from 2019. The production line of the Group
previously covered the upstream photovoltaic monocrystalline silicon
ingots and wafers, mid-stream solar cells and downstream
photovoltaic modules. However, the scale of solar cell production
was relatively small and outdated, the Group has changed its
operating strategy to discontinue the production of photovoltaic
solar cells and reserved more resources on other profitable products.

Impairment losses on trade receivables and contract assets

An impairment losses on trade receivables and contract assets of
RMB38.598 million was recognised during the year (2019: RMB5.262
million). Affected by the outbreak of COVID-19 in 2020, part of the
photovoltaic power station project construction was delayed, and
credit period of some large-scale state-owned enterprises and
multinational enterprises was extended. In addition, the default in
the domestic bond market has caused the credit ratings of some
large-scale state-owned enterprises, which below the second level, to
be downgraded, and the overall market credit risk has increased
compared to previous years. In response to the overall market credit
risk increase caused by this change, management assessed credit risk
of large-scale state-owned enterprises and multinational enterprises,
made the provision for impairment loss accordingly.

Finance costs

Finance costs mainly represented bank loan interests. The Group’s
finance costs increased from RMB123.130 million in 2019 to
RMB133.156 million in 2020, representing an increase of 8.1%. As
mentioned above, external shipment volume of the Group has grown
significantly by 65%. Given the significant increase in corresponding
shipment volume, the Group's finance cost has increased in a lesser
extent. It was a result of better financial control on the use of funds
during the year. The Group expects to lower the finance costs
gradually in the future and to obtain more sources of financing.

Income tax

Income tax expense was RMB30.273 million in 2020, while income
tax expense amounted to RMB41.308 million in 2019. The income
tax expense was mainly derived from the provision of income tax for
the profitable subsidiaries of the Group. The decrease in income tax
expense was mainly due to the Group reversed deferred tax assets in
2019, and no material reversal made in 2020.
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Financial Review (Continued)
Loss attributable to the equity shareholders

In 2020, the Group recorded a loss attributable to the equity
shareholders of RMB215.648 million as compared to a loss
attributable to the equity shareholders of RMB355.492 million in
2019.

Inventory turnover days

It is the Group's strategy to maintain a high inventory turnover rate
and low inventory turnover days, in order to mitigate the impact of
falling average price of photovoltaic products caused by
technological improvement. At the same time, it can also reduce the
backlog of funds and better utilise the operating funds. The
inventory turnover days of the Group during the year was reduced
to 27 days (2019: 33 days).

Trade receivable turnover days

In response to the increasing demand for photovoltaic modules, the
revenue derived from the sales of photovoltaic modules has
increased significantly and accounted for over 70% of the Group’s
overall revenue. According to the general terms module sales
contract in the industry, 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. As a
result, the trade receivables turnover days of module business are
generally longer. Even so, due to the constant effective management
of accounts receivables, the collection of receivables has been
improved. Furthermore, transactions with certain major customers
with stronger settlement ability has increased, resulting in the
Group's trade receivables turnover days being reduced to 95 days in
2020 (2019: 113 days).

Trade payable turnover days

As the business development becomes more stable, the proportion of
sales derived from the Group’s modules has increased gradually,
leading to an increase in purchase of solar cells for which its credit
period is relatively shorter than other materials. As a result, the
trade payable turnover days during the year was reduced to 116
days (2019: 130 days).
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Financial Review (Continued) O0000Oooo
Liquidity and financial resources OOo0O0DoDOoOoogono

The principal source of working capital of the Group duringtheyear 0000000 OCOCOOOOO0O0O0OOOOO
were cash flows from bank borrowings. As at 31 December 2020, 00000000 OO0OO0OOOO0OOCOOOOOO
the current ratio (current assets divided by current liabilities) of the 0000000000000 OO008WOOOO
Group was 0.80 (31 December 2019: 0.79). The Group had net DO O0OODODODOO0O79I00O0O00OOOO0O
borrowings of RMB1,337.214 million as at 31 December 2020 (31 000000000 o0oO00oo0oonot,337.21400
December 2019: RMB1,010.194 million), including cash and cash 00000000000 o000000oT,010.194
equivalents of RMB456.265 million (31 December 2019: RMB396.854 0do0odMmoooooooobobooooao
million), pledged deposits of RMB686.100 million (31 December 4562650 0 000 000000 OCOOOOOO
2019: RMB403.191 million), bank and other loans due within one 0 0396.8540 0 0[M 0000 00O O 0O686.100
year of RMB2,475.519 million (31 December 2019: RMB1,680.914 00000 0O O0O0OO0OO0O0OO0OOOCOOOOO

million) and non-current bank and other loans of RMB4.060 million 4031910 0000000000 OOOOO

(31 December 2019: RMB129.325 million). The net debt to equity 00247551900 0000000000000

ratio (net debt divided by total equity) was 393.3% (31 December 0000 01,6809140 000000000000

2019: 221.7%). doooopo4o0e0000O0oOOODODODOO
0000000 0129.3250000 000000
000000000 00O0393.3%1 00000
00000 000221.7% M0

Net cash inflow from operating activities DooDoDooooog

As mentioned above, as the Group's inventory turnover days and OO0 0000000000000 O0OOCOOOO

trade receivable turnover days have been improved during the year, 0000000000000 OO0OOOOOO

the net cash flows from operating activities has grown by 37% from 0000000000 O00410143000000

RMB410.143 million in 2019 to RMB563.539 million in 2020. gooOopoDooosess3onoooooogonn
37%0

Earnings before interest, taxes, depreciation and O0o0o0ooooooomdao

0d
amortisation (“EBITDA") oooooom
oad

During the period, earnings before interest, taxes, depreciation and 0O 0O00O dooooooooooooooao
amortisation (“EBITDA”) amounted to RMB276.003 million, g0ooboooz27e003000000D0O0ODOOO
represented a significant increase of 462% as compared to 49.12600000000462%00000000
RMB49.126 million during the year ended 31 December 2019. The OO0 000000 OO0ODOOCOOOCOOOOOO
main reason for the increase in EBITDA was due to the substantial O00000COOOOOOOOOOOOOOOO
growth in revenue derived from the Group’s major products, O OO0OO0O

monocrystalline silicon wafers and modules and the achievement of

efficiency in production during the year.

gdd
gdd
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Financial Review (Continued)
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 differences 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 forward contracts, in order to strike a balance
between the exposure to the variations in interest costs and
fluctuations in foreign exchange rates.

Contingent liabilities

As at 31 December 2020, the Group did not have any material
contingent liabilities (31 December 2019: Nil).

Human resources

As at 31 December 2020, the Group had 3,890 (31 December 2019:
4,025) employees.

Future prospects and strategies

Photovoltaic policy of China in 2020 has continued the overall
framework of 2019. It entered the final year of parallel development
of grid parity and subsidised bidding projects by stepping out of
government subsidies, and progressing towards self sustainable
development, advancing technological progress, reducing cost of
power generation to promote the achievement in comprehensive grid
parity. Although demand was temporarily dampened due to the
outbreak of COVID-19 pandemic in 2020, the overall new
installations continued to grow rapidly. It is expected that mid and
long-term demand will continue to grow strongly in China and
globally. As for the photovoltaic products, due to the advantages of
high conversion ratios, stable photovoltaic system decay rate,
continued reduction in unit cost, etc. of monocrystalline products,
market share of monocrystalline products will continue to rise and
replace multicrystalline products. Hence, the number of solar plants
equipped with mono-crystalline photovoltaic systems and the number
of mono-crystalline products used in distributed power plants have
been increasing.
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Future prospects and strategies (Continued)

In order to respond to the rapid increase in global demand, the
Group is actively planning to continue with the expansion of
production capacity of monocrystalline silicon ingot, wafer and
modules to take advantage of the external production environment
in different areas, enabling the Group to fully utilise its current
technological advantages in production. It is estimated that the
production capacity of monocrystalline silicon ingot would be
expanded from the current 3.45GW to 8.55GW by the end of 2021,
and further expanded to 20.05GW by the end of 2022. The
production capacity of monocrystalline silicon wafer would be
expanded from the current 2.50GW to 4.60GW by the end of 2021,
and further expanded to 14.60GW by the end of 2022. The
production capacity of modules would be expanded from the
current 3.70GW to 8.86GW by the end of 2021, and further
expanded to 14.46GW by the end of 2022.

As mentioned above, the production capacity of monocrystalline
silicon wafer is lower than that of monocrystalline silicon ingot was
mainly due to the current trend of rapid replacement of
multicrystalline products by monocrystalline products. Hence, a
substantial amount of production capacity of multicrystalline slicing
with multicrystalline silicon ingots has been released. The difference
in the production capacity of the Group’s monocrystalline silicon
ingots and that of monocrystalline silicon wafers will be gradually
eliminated by third-party processing service providers that have
excess multicrystalline slicing capacity. As a result, the Group could
focus on its limited resources on the development of monocrystalline
ingots and niche module products. Besides, in the planning for
2022, the upstream monocrystalline silicon ingot production capacity
will be significantly higher than the downstream module production
capacity. It is to consider that the future supply and demand is
growing rapidly. Compared with downstream modules, production of
upstream monocrystalline silicon ingot needs higher technical
thresholds and higher gross profit margins. Therefore, the oligopoly
market trend of the monocrystalline silicon ingot suppliers will
continue to exist. As the first batch of domestic enterprises engaging
in the production of monocrystalline silicon ingot, with 20 years
experience in manufacturing of monocrystalline silicon ingot, leading
the industry with accumulated technological advantages, when more
resources would be invested in the oligopoly market of upstream
monocrystalline silicon ingots, there would be better market
bargaining power which can strengthen the Group's profitability.
Additionally, to avoid sales competition with existing overseas OEM
customers, the Group has not yet engaged in large-scale self-owned
module brand sales. The overseas module sales strategy still focus on
processing services. Therefore, the module’s capacity expansion plan
would have a lower growth rate and resources could be
concentrated on the development of upstream monocrystalline ingot
products.
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Future prospects and strategies (continued)

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.

Event after reporting period

On 21 January 2021, the Company entered into the subscription
agreement with the Madam SZE Tan Hung (the “Subscriber”), an
independent third party, pursuant to which the Subscriber
conditionally agreed to subscribe for, and the Company conditionally
agreed to allot and issue 180,000,000 subscription shares at the
subscription price of HK$0.29 per subscription share. The total
consideration payable by the Subscriber under the subscription
agreement amounts to HK$52,200,000 (equivalent to
RMB43,567,000). All of the conditions precedent of the subscription
agreement have been fulfilled and completion took place on 28
January 2021.

Audit Committee

The Company’s Audit Committee has reviewed the accounting
principles and practices adopted by the Group and the Group’s
consolidated financial results for the year ended 31 December 2020,
and has discussed and reviewed the risk management, internal
control and reporting matters.

Dividend

No final dividend was paid in 2020 (2019: Nil). The Directors do not
recommend the payment of a final dividend for 2020 (2019: Nil).

Closure of Register of Members

The register of members of the Company will be closed from 17
June 2021 to 24 June 2021, 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 Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wanchai, Hong Kong not later than 4:30
p.m. on 16 June 2021.
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CORPORATE GOVERNANCE REPORT
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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 2020.

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 2020.
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Corporate Governance Report
T

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
the Company. The Directors also assume the following
responsibilities for corporate governance as set out in code provision
D3.1 of the Code:

(@) to develop and review an issuer’s policies and practices on
corporate governance and make recommendations to the
Board;

(b)  to review and monitor the training and continuous professional
development of directors and senior management;

(c) to review and monitor the issuer’s policies and practices on
compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
directors; and

(e)  to review the issuer’s compliance with the code and disclosure
in the Corporate Governance Report.

As at 31 December 2020, the Board comprises seven Directors,
including three executive Directors: Mr. TAN Wenhua (Chairman),
Mr. TAN Xin (Chief Executive Officer) and Mr. WANG Junze (Chief
Financial Officer), one non-executive Director: Mr. HSU You Yuan,
and three independent non- executive Directors: Dr. WONG Wing
Kuen, Albert, Ms. FU Shuangye and Ms. FENG Wenli. The names and
biographical details of the Directors are set out on pages 44 to 48
of the annual report. The Board has a strong independent element in
its composition with over half of the board members being non-
executive Directors to ensure that all decisions of the Board are
made in the best interest of the Group’s long-term development.

The Board has delegated various responsibilities to the Board
Committees. Further details of these committees are set out below
on pages 38 to 40.
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Board Meetings

The Company holds Board meetings regularly, at least four times a
year at approximately quarterly intervals. Ad-hoc meetings will also
be convened if necessary to discuss the overall strategy as well as the
operation and financial performance of the Group. Notice of Board
meeting will be sent to all Directors at least 14 days prior to a
regular Board meeting. Reasonable notices will be given to the
Directors for ad-hoc Board meetings. Directors may participate either
in person or through electronic means of communications. The
Company will provide relevant materials to all the Directors relating
to the matters brought before the meetings. All the Directors will be
provided with sufficient resources to discharge their duties, and,
upon reasonable request, the Directors will be able to seek
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 2020, 9 Board meetings and 1
Shareholders meeting were held and the attendance of individual

Directors at these meetings is set out below:

Attendance/Number of Meetings

Board Shareholders
Name of Directors meetings meetings
Executive Directors
Mr. TAN Wenhua (Chairman) 9/9 iVAl
Mr. TAN Xin 9/9 iVAl
Mr. WANG Junze 9/9 iVAl
Non-executive Director
Mr. HSU You Yuan 9/9 11
Independent non-executive

Directors

Dr. WONG Wing Kuen, Albert 9/9 iVAl
Ms. FU Shuangye 8/9 171
Ms. FENG Wenli 9/9 1VAl
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Independent Non-executive Directors

All independent non-executive Directors possess a wealth of
professional and industry expertise and management experience and
have provided their professional advices to the Board. They have
played a significant role in the Board by virtue of their independent
judgment and their views carry significant weight in the Board's
decision. In particular, they bring impartial views to the Board on
issues of the Company’'s strategy, performance and control. The
Board also considers that independent non-executive Directors
provide independent advice on the Company’s business strategy,
results and management so that all interests of shareholders are
taken into consideration, and the interests of the Company and its
shareholders are taken into account in all business decisions. The
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
served the Board for more than nine vyears, his/her further
appointment should be subject to a separate resolution to be
approved by shareholders.

Where an individual is proposed to be elected as an Independent
Non-executive Director at the general meeting, the circular to
shareholders and/or explanatory statement accompanying the notice
of the relevant general meeting will include:

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

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

o the perspectives, skills and experience that the individual can
bring to the Board; and

o how the individual contributes to diversity of the Board.

Each of Dr. WONG Wing Kuen, Albert and Ms. FU Shuangye has
served as an Independent Non-executive Director of the Company for
more than ten years. As Independent Non-executive Directors with
extensive experience and knowledge and in-depth understanding of
the Company’s operations and business, each of them has expressed
objective views and given independent guidance to the Company
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
service of Dr. WONG Wing Kuen, Albert and Ms. FU Shuangye
would not affect their exercise of independent judgement and are
satisfied that each of Dr. WONG Wing Kuen, Albert and Ms. FU
Shuangye has the required character, integrity and experience to
continue fulfilling the role of an Independent Non-executive Director.
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Appointments, Re-election and Removal of
Directors

Mr. TAN Wenhua has been appointed as an executive Director for a
specific term of three years commencing from 18 June 2019. Each
of Mr. TAN Xin and WANG Junze has been appointed as an
executive Director for a specific term of three years commencing
from 30 June 2020. 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 30 June 2020. 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.

In accordance with the provisions of the Company’s articles of
association, Mr. TAN Wenhua and Dr. WONG Wing Kuen, Albert 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. The Company was informed by Ms. FU Shuangye
that she will not offer herself for re-election at the annual general
meeting and will retire as an independent non-executive Director
with effect from the close of the AGM.

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
(continued)

All Directors had provided a record of training they received during
the year to the Company. According to the training records provided
by the Directors, the trainings attended by them during the
reporting period is summarised as follows:

Trainings on corporate
governance and

Directors regulatory development

Executive Directors

Mr. TAN Wenhua (Chairman) v
Mr. TAN Xin v
Mr. WANG Junze v

Non-executive Director
Mr. HSU You Yuan v

Independent Non-executive Directors

Dr. WONG Wing Kuen, Albert v
Ms. FU Shuangye v/
Ms. FENG Wenli v

Chairman and Chief Executive Officer

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

The role of the Chairman was performed by Mr. TAN Wenhua. Mr.
TAN Wenhua is an executive Director who is responsible for the
management of the Board and he also involves in the day-to-day
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
CEO, executive Directors and senior management of the Company.
The executive Directors (Mr. TAN Wenhua, Mr. TAN Xin and Mr.
WANG Junze) who have extensive experience in the solar energy
industry and their respective areas of profession, spearhead the
Group's overall development and business strategies.
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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 2020, 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 172

Ms. FENG Wenli 2/2

The Audit Committee has reviewed the Group’s interim financial
report for the six months ended 30 June 2020 and annual
consolidated financial statements for the year ended 31 December
2020, 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 2020, 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) 171
Dr. WONG Wing Kuen, Albert 1N
Ms. FENG Wenli 11
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 2020, 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

Ms. FENG Wenli (Chairman) 11
Dr. WONG Wing Kuen, Albert 11
Ms. FU Shuangye 171

Non-executive Director
Mr. HSU You Yuan 171
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Board Committees (continued) O000Oooo
Nomination Committee (continued) O0000Oo00O

The Nomination Committee has discussed matters relating to the O00000O0OO0OCOOOOOO0OO0OOOOO
appointment of senior management members during the year. The OO0 0000000COO0O00OO0OOOCOOOOO
Nomination Committee also considered and resolved that all the OOOOOOOOOOO

existing Directors shall be recommended to be retained by the

Company.

Board Diversity Oooooooo

The Board has a board diversity policy which is available on the 000000000 O0OOOOOOOOOOOO
Company’s website. In order to achieve a diversity of perspectives 000000000 OO0OO0OOOOOOOOOO
among members of the Board, it is the policy of the Company to 000000000 ODOOOOOOOOOOO
consider a number of factors when deciding on appointments to the 0000000000000 OO0OO0OOOOOOO
Board and the continuation of those appointments. Such factors O0O0O0O00000O0000COOO0O0OOCOOOO
include gender, age, cultural and educational background, ethnicity, 00000000 ooooooooooao
professional experience, skills, knowledge, length of service and the 000000000000 O00OO0OO0OOOOOOO
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 Oo0D0Do0OD0oOoOoooooad

Particulars of the Directors’ remuneration for the year ended 31 O00o00oooooooooooooooao
December 2020 are set out in note 9 to the Financial Statements. OoOoOoOooooooooo

Pursuant to code provision B.1.5 of the CG Code, the remuneration OO0 000000 OO0OOOOOBAS00000
of the members of the senior management (other than the Directors) OO0 OO0 00O O00OO0O0DOOOOOOOOOO
whose particulars are contained in the section headed “Directors and OO 0O0OOOD0ODOOO0OOOOOOOOOOOO
Senior Management” in this annual report for the year ended 31 O00ooooooooooooooiod
December 2020 by band is set out in note 10 to the Financial

Statements.

NON-COMPETITION UNDERTAKING ggoogn

During the year from 1 January 2020 to 31 December 2020, none of 000000000000 0OO0OCOOOOOOO
the Directors nor their respective associates (as defined in the Listing 0000000000000 O0OO0OO0O0OOOOO
Rules) had any interest in a business that competed or might 0000000000000 O0OOOOOOOO
compete with the business of the Group. do00d0o0oO0oOoOoooooo

Mr. TAN Wenhua has confirmed to the Company of his compliance OOO0OO0O0OO0O0OO0O0O0OO0OO0OODOOOOOO
with the non-competition undertakings provided to the Company OOO0OO0O0O0OO0O00O0O0OO0O0OO0OOOOO
under a non-competition undertaking dated 27 February 2008 OMOIOD00OOCO0OO0O0OOOOOOOOOOO
(“Non-competition undertaking”). The independent non-executve OO0 0000000000 O0OOOOCOOOOO
Directors have reviewed the status of compliance and confirmed that O OO0O0OO0OO0O0OOO0O0OOO0OOODOOOOOO

all the undertakings under the Non-competition undertaking had OO0 00000000000
been complied with and duly enforced from 1 January 2020 and up
to 31 December 2020.
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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 2020, the fees paid
and payable to Ernst & Young and other external auditors in respect
of audit services amounted to approximately RMB3,321,000 (2019:
RMB3,070,000). In addition, approximately RMB45,000 (2019:
RMB295,000) 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 2020.
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The general meeting of the Company is also an effective
communication channel between the Board and Shareholders. The
Company will meet with the Shareholders and respond to their
enquiries in the general meetings. The executive Directors attended
the annual general meeting of the Company held on 30 June 2020.

Company Secretary

The company secretary of the Company is Ms. TSANG Pui Kiu whose
biographical details are set out in the section headed “Directors and
Senior Management Profile” in this annual report.

Ms. TSANG Pui Kiu has confirmed that she had attained no less than
15 hours of relevant professional training for the year ended 31
December 2020, as required by Rule 3.29 of the Listing Rules.

Shareholders’ Rights

Convening an extraordinary general meeting of the
Company (“EGM")

Pursuant to article 58 of the articles of association of the Company,
Shareholders holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the
Company Secretary, to require an EGM to be called by the Board for
the transaction of any business specified in such requisition; and
such meeting shall be held within 2 months after the deposit of such
requisition.

There are no provisions allowing Shareholders to move new
resolutions at general meetings under the Cayman Islands Companies
Law (2011 Revision) or the articles of association of the Company.
Shareholders who wish to move a resolution may request the
Company to convene a general meeting following the procedures set
out in the preceding paragraph.

Enquiries from Shareholders

Shareholders may send written enquiries, either by post or by
facsimile, together with his/her contact details, such as postal
address, email or fax, addressing to the Board at the head office of
the Company at the following address or facsimile number:

Solargiga Energy Holdings Limited

Room 1402, Harbour Centre

25 Harbour Road

Wanchai

Hong Kong

Attention to: Board of Directors/Company Secretary

Fax: 852 3416 2111

Changes to Constitutional Documents

During the year ended 31 December 2020, there was no significant
change in the Company’s constitutional documents, and these
documents are published on the websites of the Company and the
Stock Exchange.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

Cogle Bl B

Directors
Executive Directors

Mr. TAN Wenhua (O O O), aged 64, 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 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 00 00000 O0OO OO0 OOO
O O (Jinzhou Xinhua Quartz Glass (Group) Co., Ltd.) and the
Director of OO OOOO (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 37, 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 OO O OO OOO), and
the Vice President of the Liaoning General Chamber of Commerce
(0DDO0O0OO0OOo0), standing member of the 10th and 11th Liaoning
Province Youth Federaton (0000 0OO0OO0OOCOOOOOOONO),
Member of the 12th and Standing Member of the 13th Jinzhou
Municipal Committee of the Chinese People’s Political Consultative
Conference (0O OOOODOOOOO,0000000O0000O), and
the 1st and 2nd President of the lJinzhou Youth Chamber of
Commerce. Mr. Tan was awarded the Liaoning “Excellent
Entrepreneur” (O O O O O), the 4th Constructors’ Medal (0 O 0O O
O0000) the “May 1st Labour Medal” (DO OOOO), the
Jinzhou “Model Workers” (O O O 0O), “Meritorious Entrepreneur”
(00O00O0), "Technology Expert with Outstanding Contributions in
Jinzhou” (0 00O OO OO0OOOOO) "Outstanding Private
Entrepreneurs” (0O OO 0O0OO) 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 and Senior Management Profile
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Directors (continued)
Executive Directors (continued)

Mr. WANG Junze (O 0O O), aged 49, is an executive Director and the
Chief Financial Officer of the Company. He joined the Company on
1 January 2007 and was the Company is deputy general manager of
China region, who was responsible for the accounting and finance
matter of the Group. He obtained a Master of Business
Administration from the State University of New Jersey (Rutgers). He
is a certified public accountant in Maryland, the United States. Prior
to joining the Group, he was a Special Assistant to President &
Deputy Spokesman of The Office of General Manager of WWX, the
Spokesman and Chief Financial Officer of Panram International
Corp., a company listed on the Gre Tai Securities Market in Taiwan.

Non-executive Director

Mr. HSU You Yuan (O O O), aged 66, a non-executive Director of
the Company. He joined the Group on 6 February 2007 and was
appointed an executive Director on the same date. He graduated
with a master degree in Business Administration from the Chinese
Culture University in 1980. Prior to joining the Group, Mr. HSU was
the Managing Director of Wafer Works Corp. (“WWX") from 1998
to 2003 and later became the Vice-Chairman of WWX in 2003.
WWX is a manufacturer of silicon wafer for the semiconductor
industry and is listed on the Gre Tai Securities Market in Taiwan in
2002. He was the managing director of Silicon Technology
Investment (Cayman) Corp. and was appointed the Chief Executive
Officer of Solar Technology Investment (Cayman) Corp., responsible
for overseeing, amongst others, WWX’s investment in the solar
energy industry. In March 2006, he was appointed a director and he
was subsequently appointed as the Chairman of the board of
Jinzhou Youhua in September 2006. Mr. HSU’s previous work
credentials also include acting as Deputy General Manager of Mosel
Vitelic Inc., a company listed on the Taiwan Stock Exchange and as
a director and Executive Vice-President of Mosel Vitelic (Hong Kong)
Limited, a subsidiary of Mosel Vitelic Inc. Mr. HSU had also made
contributions to non-commercial sectors in the past. He served as a
researcher, a deputy director, and the director of Business
Department of the Executive Yuan Development Fund of Taiwan
(Note: Executive Yuan Development Fund is now known as National
Development Fund, Executive Yuan). He was also a lecturer of
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)
Independent Non-executive Directors

Dr. WONG Wing Kuen, Albert (O O O ), aged 69, was appointed an
Independent non-executive Director on 12 January 2008. Dr. Wong is
a fellow member of The Institute of Chartered Secretaries and
Administrators, The Hong Kong Institute of Chartered Secretaries,
The Taxation Institute of Hong Kong, Chartered Institute for
Securities and Investments, UK, Association of International
Accountants, Society of Registered Financial Planners, Hong Kong,
The Institute of Certified Public Accountants in Ireland, UK, as well
as a member of Hong Kong Securities Institute, The Chartered
Institute of Arbitrators, Macau Society of Certified Practising
Accountants and an associate member of The Chartered Institute of
Bankers in Scotland, UK. Dr. WONG had been a director and Chief
Executive Officer of Minghua Group International Holdings Limited, a
listed public company in the United States, until 30 September
2004. Dr. WONG had also been an independent non-executive
director of Rare Earths Global Limited, a company listed on the
London Stock Exchange — AIM Market, since March 2012, and
retired as an independent non-executive director on 2 May 2014
because of the cancellation of admission on AIM of the ordinary
shares of Rare Earths Global Limited. According to the filings made
available to public through the EDGAR database in U.S., for the
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.

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; 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 and Senior Management Profile
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Senior Management (continued)

Mr. LI Hongbang (O O O ), aged 48, 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 O), aged 53, 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 0O0OO) 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 38, the General Manager of Module
Business Department and General Manager of R&D Quality Assurance
Centre of the Group. He holds a bachelor’s degree in information
technology and business management at Northeastern University,
Master’s degree in energy management from Tulane University. He is
a PhD candidate at the Forbes School of Business at the University of
Arizona and is an electrical engineer. In 2010, Mr. ZHANG was
employed by Huachang Photovoltaic Technology Co., Ltd (0 O O O
OO0O0O0O0QO) 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. He was appointed as the General
Manager of Module Business Department in February 2021. He is
currently vice chairman of China Photovoltaic Industry Association
and a member of Technical Standards Committee of China
Photovoltaic Industry Association, an executive director of China
Electronic Materials Industry Association and vice chairman of
Semiconductor Materials Branch. He was awarded the May 1st Labor
Medal of Jinzhou City, one of the inventors of 16 patents, one of
the third prize of Liaoning Province Science and Technology Progress
Award and one of the first prize of Jinzhou Science and Technology
Progress Award.

Ms. CHEN Linlin (O O 0O), aged 43, is the General Manager of
Administration Center of the Group’s Crystalline Division. 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 2021, she serves as the General Manager of Administration
Center of the Group’s Crystalline Division.
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REPORT OF THE DIRECTORS
L] e

The Directors present the annual report together with the audited
consolidated financial statements for the year ended 31 December
2020.

Principal Activities

The Company acts as an investment holding company of the Group.
The principal activities of the Group are the trading of,
manufacturing of and provision of processing services for polysilicon
and monocrystalline silicon solar ingots/wafers, and the producing of
and trading of photovoltaic modules, the installation of photovoltaic
systems and the operating of photovoltaic power plants. The analysis
of the principal activities and geographical locations of the
operations of the subsidiaries during the financial year are set out in
note 1 to the consolidated financial statements. Further discussion
and analysis of these activities, including a description of an
indication of likely future development in the Group’s business, can
be found in the Management Discussion and Analysis set out on
pages 11 to 31 of this annual report. This discussion forms part of
this directors’ report. The description of the Group’s Environmental,
Social and Governance aspects during the financial year can also be
found in the Environmental, Social and Governance (the “ESG")
Report set out on pages 62 to 78 of this annual report.

Compliance with relevant laws and
regulations

As far as the directors are aware, the group has complied in
material respects with the relevant laws and regulations that have a
significant impact on the business and operation of the Group.
During the year ended 31 December 2020, there was no material
breach of or non-compliance with the applicable laws and
regulations by the Group.

Major Customers and Suppliers

The Group’s top five customers are mainly silicon solar wafer, cell or
modules manufacturers or traders. In aggregate, the largest and five
largest customers did not exceed 11% (2019: 11%) and 37% (2019:
38%) of the Group’s total sales in 2020 respectively.

The Group currently procures raw materials from about 178 major
suppliers (2019: 142). In aggregate, purchases from its largest and
five largest suppliers did not exceed 15% (2019: 13%) and 41%
(2019: 39%) of the Group’s total purchases in 2020 respectively.
Save for WWX, at no time during the year have the Directors, their
close associates or any shareholder of the Company (which to the
knowledge of the Directors owns more than 5% of the Company’s
share capital) had any interest in these major suppliers and/or
customers.
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Report of the Directors
4 165 R B

Relationship with Employees, Suppliers,
Customers and Other Stakeholders

The Group understands the importance of maintaining good
relationships with its employees, suppliers, customers and other
stakeholders to meet its immediate and long-term goals. During the
year under review, there were no material and significant dispute
between the Group and its suppliers, customers and/or stakeholders.

Financial Statements and Dividends

The profit of the Group for the year ended 31 December 2020 and
the Group's financial position as at that date are set out in the
financial statements on pages 86 to 216. The Directors do not
recommend the payment of a final dividend for the years ended 31
December 2020 and 2019.

Transfer to Reserves

Loss attributable to shareholders of the Company for the year ended
31 December 2020 was RMB215,648,000 (2019: loss of
RMB355,492,000) had been transferred to reserves. Other
movements in reserves are set out in the consolidated statement of
changes in equity on page 90.

As at 31 December 2020, distributable reserves of the Company
amounted to approximately RMB1,115,694,000 (2019: RMB1,125,982,000).

Charitable Donations

Charitable donations made by the Group during the year amounted
to RMB273,000 (2019: RMB192,000).

Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Group as at
31 December 2020 are set out in note 27 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 34 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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Report of the Directors
T o R

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
Ms. FENG Wenli

In accordance with the provisions of the Company’s articles of
association, Mr. TAN Wenhua, Dr. WONG Wing Kuen, Albert and
Ms. FU Shuangye will retire by rotation at the forthcoming annual
general meeting. Mr. TAN Wenhua and Dr. WONG Wing Kuen,
Albert, being eligible, and will offer themselves for re-election at the
annual general meeting. The Company was informed by Ms. FU
Shuangye that she will not offer herself for re-election at the annual
general meeting and will retire as an independent non-executive
Director with effect from the close of the AGM.

Directors’ Service Contracts

None of the Directors being proposed for re-election at the
forthcoming annual general meeting has a service agreement with
the Company which is not determinable by the Company within one
year without payment of compensation, other than statutory
compensation.
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Report of the Directors
4 165 R B

Related Party Transactions

During the year ended 31 December 2020, transactions with the
following parties are considered to be related party transactions:

Name of party 0 00O

gooon

oooooooooooogo

Relationship O O

Jinzhou Huarong Property Management Company Limited
oooooooooooo

Jinzhou Youlin Semi-Conductor Material Co., Ltd.
oo0o0oooooooooo

Jiangsu Oriental Huida New Energy Technology Co., Ltd. (“Huida"”)
ooooo0ooooooooooDooOm

Jinzhou Huachang Photovoltaic Property Development Co., Ltd.
ooooooooooooooo

Liaoning Little Giant Energy Technology Co., Ltd.
oooboooboobooboo

Jianhu High-tech Investment Development Co., Ltd
gooobooooooboog

Controlled by Tan Wenhua, Chairman of the Company
ooooooooooo

Controlled by spouse of Tanxin, an executive director of
the Company
o0o0ooO0o0ooOoUooboOooooo

Associate of the Group
gooooooao

Controlled by Tan Wenhua, Chairman of the Company
ooooooooooo

Associate of the Group
oooooooao

Investor of a subsidiary
gooooboooo

ooooo0ooO0oOocO0oOOoOOocO0OOO0O0OO0O00n

Details of the related party transactions are disclosed in note 39 to
the financial statements.

Continuing Connected Transactions

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

Connected Transaction

For the year ended 31 December 2020, the related party transactions
disclosed in note 39 to the financial statements did not constitute
connected transactions or continuing connected transactions under
Chapter 14A of the Listing Rules.

Share Option Scheme

The Company did not have a share option scheme as at 31
December 2020.

Tax Relief

The Company is not aware of any relief on taxation available to the
shareholders of the Company (the “Shareholder(s)”) by reason of
their holdings of the shares. If the Shareholders are unsure about the
taxation implications of purchasing, holding, disposing of, dealing in
or exercising of any rights in relation to the shares, they are advised
to consult their professional advisers.
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Report of the Directors
T o R

Purchase, Sale or Redemption of the
Company’s Listed Securities

68,009,433 units of TDRs representing 68,009,433 ordinary shares of
the Company had been repurchased by the Company pursuant to the
relevant rules of the Taiwan Stock Exchange and the underlying
ordinary shares represented by such TDRs transferred to the
Company on 7 April 2020, and were cancelled on 2 June 2020. Save
as disclosed above, during the year, there was no purchase, sale or
redemption by the Company or any of its subsidiaries of the
Company’s listed securities.

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 2020, 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:

@

goboooboobogoboonbod

000000000000 000000000
000000 068,009,4330 0 O 0 68,009,4330
000000000000000000000
000000000000000000000
0000000000000 00000000
000000000000000000000
0000000000
gooooOooooooobooan
godoooooooobouoooodo
gogoboooobod
000000000000000000000

oooocooooooooboooooonooo
goboobobooobooooo0oooboomDoon
goooO0omoxvOooooooooboooo
ooooOoooOooooOobDOoOoobocooooss200
oooocooooooooobOoooOoobooooo

ooooooooooo

Approximate

Number of ordinary

percentage of

shares held shareholding
(Note 1) (%)
Name of Director Nature interest goooooao goooooo
oooo oooo ooo1d (%)
Mr. TAN Wenhua Beneficial interest (Note 2) 556,924,443 (L) 17.72%
ogoooad O00o0oo0oaOz20d
Interest of a controlled corporation (Note 2) 155,320,308 (L) 4.94%
Ob0oooodoaozo
Mr. TAN XIN Beneficial interest 41,762,000 (L) 1.33%
oooo oooo
Mr. WANG Junze Beneficial interest 100,500 (L) 0.01%
goooad oooo
Mr. HSU You Yuan Beneficial interest 15,591,016 (L) 0.50%
goooad oooo
Notes: oog
1. The letter “L” denotes the person’s long position in such securities. 1. nboLboooooooooooon
2. As at 31 December 2020, Mr. Tan Wenhua is interested in an aggregate 2. pcooooooooooooooooooon
of 712,244,751 share of the Company, of which (i) 556,924,443 share 071224475100 000000000000()
of the Company are directly held by Mr. Tan Wenhua; and (ii) 556,924,4430 00 000000000000
155,320,308 share of the Company are held by You Hua Investment 0oo(i 1553203080 00000000000
0000000000 Oooooo

Corporation, which is wholly-owned by Mr. Tan Wenhua.
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions’ in Shares and
Underlying Shares

As at 31 December 2020, so far as the Directors are aware, save as
disclosed above, the substantial shareholders and other persons or
corporations (not being a Director, chief executive 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:

goooboon
gooaoobon
000000000000000000000
0000000000000 00000000
O000000000000000000000
000000000000000000000
00033600000000000000000

oooooooo

Approximate

Number of ordinary percentage of

shares held shareholding
(Note 1) (%)
Name Capacity ooooooad ooooooad
ooooo 0o ooond (%)
Hiramatsu International Corp. Beneficial owner 304,261,692 (L) 9.68%
goooad
Hiramatsu Hiroharu (Note 2) Interest of a controlled 304,261,692 (L) 9.68%
ooo20 corporation
goooono
Wafer Works Investment Corp. Beneficial owner 185,894,822 (L) 5.91%
("WWIC") goooad
Wafer Works Corp. (“WWX") (Note 3) Interest of a controlled 185,894,822 (L) 5.91%

corporation
0000000000 oooomoo3g oooooao

Notes:
1. The letter “L” denotes the person’s long position in such securities.
2. To the best of the Directors’ knowledge, information and belief having

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.

3. To the best of the Directors’ knowledge, information and belief having
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 2020, 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.
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Report of the Directors
T o R

Non-competition Undertaking

During the year ended 31 December 2020, 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.

The controlling shareholders of the Company has confirmed that he/
it has complied with the terms of non-competition undertakings
(“Non-competition Undertakings”) given in favour of the Company.
The independent non-executive Directors have also reviewed the
status of the compliance by each of the controlling shareholders
with the undertakings stipulated in the Non-competition
Undertakings and have confirmed that, as far as the independent
non-executive Directors can ascertain, there is no breach of any of
such undertakings.

Pursuant to the Non-competition Undertakings, 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 2020, the Company had not
received any information in writing from Mr. TAN Wenhua in respect
of any new business opportunity which competed or might compete
with the existing and future business of the Group which were
offered to or came to be the knowledge of the Mr. TAN Wenhua or
their associates (other than any member of the Group), and the
Company has received an annual written confirmation from Mr. TAN
Wenhua in respect of him and his associates in compliance with the
non competition undertaking. The independent non-executive
Directors have also reviewed and were satisfied that Mr. TAN
Wenhua had complied with the Non-competition undertaking.

Directors’ Interests in Contracts

On 2 June 2020, Solargiga Energy (Hong Kong) Company Limited
(“Solargiga HK"), a wholly-owned subsidiary of the Company,
entered into a loan agreement with Mr. TAN Wenhua, our executive
director, for a loan to Solargiga HK which is unsecured with a 5%
annual interest rate. For details, please refer to Note 39 of the
Consolidated Financial Statements of the Company for the year
ended 31 December 2020 in this report.

Save as disclosed above, no transaction, arrangement or contract of
significance to which the Company or any of its subsidiaries or
fellow subsidiaries was a party, and in which a Director or an entity
connected with a director is or had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year ended 31 December 2020.
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Controlling Shareholders’ Interests in
Contracts

On 2 June 2020, Solargiga Energy (Hong Kong) Company Limited
("Solargiga HK"”), a wholly-owned subsidiary of the Company,
entered into a loan agreement with Mr. TAN Wenhua, our executive
director, for a loan to Solargiga HK which is unsecured with a 5%
annual interest rate. For details, please refer to Note 39 of the
Consolidated Financial Statements of the Company for the vyear
ended 31 December 2020 in this report.

Save as disclosed above, as at 31 December 2020, no contract of
significance and no contract of significance for the provision of
services had been entered into between the Company or any of its
subsidiaries and the controlling shareholders of the Company or any
of its subsidiaries.

Permitted Indemnity Provision

During the year ended 31 December 2020 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 33 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.
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Report of the Directors
T o R

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 2020.

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

Audit Committee

The Company established an Audit Committee with written terms of
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.

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.

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 2020, including the
accounting principles and practices adopted by the Group.

Management Contracts

The Company did not enter into any contract with any individual,
firm or body corporate to manage or administer the whole or any
substantial part of any business of the Group for the year ended 31
December 2020.
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4 165 R B

Dividend Policy

In considering the payment of dividends, there shall be a balance
between maintaining sufficient capital to grow the Group's business
and rewarding the shareholders of the Company. The Board shall
take into account the following factors, among other factors:

(@) the Group’s overall results of operation, financial position,
liquidity position, capital requirements, cash flow and future
prospects,

(b)  the amount of distributable reserves of the Company;

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

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

(e)  the statutory and regulatory restrictions;

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

(g) the Shareholders’ interests; and
(h)  other factors that the Board deems relevant.

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.
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Report of the Directors
[ o 8

Auditors

Ernst & Young, registered public interest entity auditor, was
appointed by the Directors to conduct audit on the financial
statements of the Company for the year ended 31 December 2020.
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 2021
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ABOUT ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
0 [] []

L e g i R

Scope of report

The Environmental, Social and Governance Report (the "“ESG
Report”) of the Group is prepared in accordance with the
Environmental, Social and Governance Reporting Guide (the "ESG
Reporting Guide”) provided in Appendix 27 to Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited.
The information stated in this report covers the period from
1 January 2020 to 31 December 2020 (the “reporting period”),
which aligns with the financial year as the 2020 annual report of the
Company. This report focuses on the business policies, measures and
performance of the Group’s core business, which is the provision of
upstream and downstream vertically integrated solar energy services.

Reporting principles

The Group complies with the core reporting principles set out in the
ESG Reporting Guide (i.e. materiality, quantitative, balance and
consistency, and strives for enhancing the transparency and
accountability through this report.

good
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Application of reporting

Reporting principles Definitions principles

gooo od goooooo

Materiality Where ESG issues are sufficiently We identified the concerns and
ooo important to investors and other expectations of our stakeholders

Quantitative
oo

stakeholders, they should be
reported by issuers.
ooooooobooooooo
gooooooooooooo
gooboooooooooooo
og

Key performance indicators (“KPIs")
for historical data should be
measurable. Quantitative
information should be
accompanied by narrative,
explaining its purpose, impacts,
and giving comparative data where
appropriate.

goooooobooboooogd
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through having interaction with
them, and made relevant
disclosures accordingly.
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The Report discloses quantitative
information on KPIs, and compares
historical performance where
appropriate.
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About Environmental, Social and Governance Report
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Application of reporting

Reporting principles Definitions principles

ogooo oo oooooogoo

Balance The ESG Report should impartially This report provides an objective and
ood report the performance of the unbiased description of the

Consistency
ooo

issuer to avoid selections,
omissions, or presentation formats
that may inappropriately influence
a decision or judgment by the
report reader.
oo0oooooboobooooo
goo0oOO0ooDoDooooboooo
gooooooooobooo
gooobooooooboobooo

The issuer should use consistent
methodologies to allow for
meaningful comparisons of ESG
data over time.

goooooooooobobooboog
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environmental, social and
governance performance of the
Group during the reporting period.
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The Report used consistent
methodologies wherever possible.
If there is any change that may
affect the comparison with
previous reports, the Group will
include a corresponding
explanation in this report.
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About Environmental, Social and Governance Report
T e =

Environmental
Aspect A1: 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
resort of disposal. The Group regularly keeps track of the latest
national and regional environmental laws and regulations, complies
with relevant laws and rules such as the Environmental Protection
Law of the People’s Republic of China (DO OO OOOOOOOO),
the Environmental Impact Assessment Law of the People’s Republic
of China (000D 0OO0O0O0OOOOOOO) and the Law of the
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About Environmental, Social and Governance Report
S ST TS E N 0

Greenhouse gas emissions oooooao

Greenhouse gas emissions reflect the impact of our businesses on 000000000 OO0OO0OOOOOOOOOO
climate change. Greenhouse gases include carbon dioxide, methane, O OODOOOO0OO0O0OO0OO0OOCOOO0OODODOOOOOO
nitrous oxide, hydrofluorocarbons, perfluorocarbons and sulphur OO OO0OO0OO0OOCOOOOOOOOOOOOCOO
hexafluoride. Our greenhouse gas emissions were mainly attributable OO000OO0O0OO0OO0OO0OO0OO0OO0OOOOOOO

to the indirect emissions from purchased electricity.

Indirect greenhouse gas emissions (scope 2): 0000000 oooo22
carbon dioxide (CO,) equivalent emissions oooooooo(co,)
2020: Approximately 383,909 tonnes 000 000383,9090
2019: Approximately 303,290 tonnes 0000OD0OO303,2900
Note: An emission factor of 0.792 tonnes to 1.083 tonnes CO,-e/MWh was 00 0000000000.792001.0830 00000
used for calculating electricity consumption. The emission factor is goooooooO0oOoUoooOoOoUoooOoOOoO
based on the “2019 China Regional Grid Baseline Emission Factors” Jo0oo0oooooog019000o0ouooo
published by the National Development and Reform Commission. oooooooooo
Hazardous wastes oooon
The hazardous wastes generated by the Group mainly included: 000000000 oooooooog
2020 2019
oooo oooad
Spent activated carbon felt cartridges 0 OO O 00O O 4.8 tonnes[] 5.3 tonnes
Waste EVA/TPT edge strips O EVA/TPTO O 0.6 tonnes(] 0.5 tonnesO
Waste oil O O 139.3 tonnesl 209.0 tonnesO
Waste activated carbon O O O O 0.5 tonnesO —
Waste filter cotton O O O O 1.0 tonnes[] —
Waste plastic bucket O O O 0.7 tonnes[ —

Spent activated carbon felt cartridges are mainly used for 0000000 OO0OO0OOOOOOOOOOOO
temperature keeping in monocrystalline ingot pullers during the ingot 0000000000 O0OO0OOOOOOOOOO
pulling process and contain mainly activated carbon. Filtration 0000000 O0OOCO0O0OOOOOOOOOOO
through the activated carbon-based organic gas flaring towers gives ODOEVADD O OO OoOOooOooooooog
rise to fluorochemical residues. Ethylene vinyl acetate (“EVA") is Jddd0d00ooooooooooooao
produced by our module assembly companies during the trimming of OO0 TPTOOOOOOOODOOODOOO
redundant edge strips in the process of module encapsulation. Tedlar O0o0oo0oooooooooooooogao
polyester tedlar (“TPT"), a solar panel material, is also produced by gooooopPMMADO OOOOOOOOODO
our module assembly companies during the trimming of redundant do0oooouoOooouooooooooog
edge strips in the course of module encapsulation, involving O0o00ooo0ooooooooooooao
materials such as polyvinylidene fluoride and PMMA copolymers, O0ooooOooooooooooooao
polyethylene terephthalate and tetrafluoroethylene/vinyl ester O0000oOoOooooooooooooo
copolymers. Waste oil is a result of the replacement of air
compressor lubricants, in particular during the ingot pulling process.
Spent activated carbon and waste filter cotton are used in
replacement of off-gas treatment systems, while waste plastic
buckets are used in the glue filling process of the production line.

Oo0oDooooooo
Doooooooooo
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Non-hazardous wastes

The non-hazardous wastes generated by the Group mainly included:

gogoon
000O0O00000D00000000

2020 2019
oooo oooo

Waste steel wire 0 O 0
Packaging waste 0 0O O O
Plastic waste O 0O O O

Waste steel wire is the major consumable used for cutting during the
wafer slicing process, and the waste materials left behind are
recovered by professional recycling companies. The Group's four
major production operations all involve packaging equipment, raw
materials, auxiliary raw materials and so forth, which produce paper,
wood and plastic packaging waste, among others. Plastic waste is
produced during plastic packaging in the production process.

Prevention of emissions

We pursue to utilize energy efficiently and take this as the primary
approach to reducing greenhouse gas emissions. In order to
continuously improve energy performance and lower carbon
footprint, we have implemented various energy-saving as well as
emission and waste reduction measures such as the air compressor
frequency conversion transformation and air compressor heat
recovery projects. Frequency conversion transformation of air
compressors can ensure not only the effective controls of frequency
conversion in air compressors but also real-time monitoring of
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.

13.5 tonnes(] 12.2 tonnesl
239.9 tonnes(] 169.3 tonnesl
150.2 tonnes(] 160.5 tonnesl
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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 (00 OO 0OOOOOOO0O). 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 2020, electricity consumption of the Group totaled 402,633 MWh
(2019: 344,648 MWh). Electricity consumption of our four major
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OoobOoO0344e480 0 00000 ODOO

production operations is detailed below: oooooogg
2020 2019
ooono gooo
Approximate Approximate
Power average Power average
consumption consumption consumption consumption
(MWh) (kWh/unit) (MWh) (kWh/unit)
oooo ooood oooo gooood
Ooooo0o ODOoooooo gooono bobooooogg
Ingots O O 286,801 26.35/kg0 O 249,191 25.58/kgd O
Wafers O O 29,369 0.12/piecel] 26,388 0.12/pieceld
Modules O O 78,359 29.84/kw0 O 46,926 28.0/kw0 O

68 SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000



About Environmental, Social and Governance Report
T e =

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 1,379,181 tonnes
(2019: 1,774,814 tonnes) of raw water. Water consumption density
was 273.2 tonnes/MW (2019: 439.4 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 1,763 tonnes (2019: approximately 3,108 tonnes).
Packaging material consumption density is 0.35 tonnes/MW (2019:
0.75 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.
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Aspect A4: Climate Change

Climate change is undoubtedly a challenge facing by various
industries. In order to better manage the impacts that climate
change brings to the Group’s business, we have set out a series of
countermeasures. Extreme weather may cause shortage in water and
electricity supply. Utilisation of the recycling water from the preset
sewage station can secure water supply temporarily, in addition,
backup generators together with fuel are prepared to ensure
emergency power supply in the event of electricity shortage. In order
to mitigate the impact of natural disasters such as typhoons or
floods, facilities with wind resistance materials were designed with
reference to the historical typhoon levels, in addition, flood
protection facilities were installed. Furthermore, to avoid staff
working during periods of high temperature or heavy snow,
operation hours will be adjusted flexibly according to the weather.
Cooling and cold-resisting facilities are also available in the
production plant.

Social
Employment and Labour Practices
Aspect B1: Employment

Employees are the important value of our Group. In 2020, 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.

All employments are based on personal capabilities and qualifications
regardless of race, religion, sex, age, national origin, citizenship or
any other grounds of discrimination. The Group strictly prohibits
discrimination among the employees in all business operations and
also provides equal opportunity to all employees. Stringent and
cautious measures such as training have been implemented by our
human resources department in order to prevent cases of
discrimination.
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Total number of employees by age group

As of 31 December 2020, the Group had a total of 3,890
employees as categorized below:

Gender %7l Employment type
fEfRas
__0
3 ‘
= Male (%) = Full-time (25)
Female (%) Part-time (F&E)

Employment turnover rate
by gender
B RIBEIS B IRAKLL =

by age group

1%

5%
25% 20%
43%

ooooooooooonn

oooooOoo0oocOooOOooOoOoOoocOooOoOoDo
gossoooooooooood

Age group F#&

62

1,549
1,335

= Aged under 25 (25554 )
Aged 26-35 (26-357%)
Aged 36-45 (36-457%)

= Aged 46-55 (46-557%)

m Aged 56 or above (565% &% A _E)

Employment turnover rate

IR E S B Tkt %

= Aged under 25 (25554 T)

= Male () Aged 26-35 (26-355%)

Aged 36-45 (36-457%)
= Aged 46-55 (46-555%)

Female (%)

m Aged 56 or above (565% &% A _E)
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Aspect B2: Health and Safety

The Group has complied with all relevant laws and regulations in
respective countries, especially those related to its production
processes. A series of health and safety policies is in place to ensure
the overall safety of our working environment.

Work safety management system

All employees strictly comply with all the health and safety codes
and manuals of their production processes and departments. New
join employees were required to have three-level safety training,
occupational health and safety training and medical examination
before onboarding. The Group also conducted regular inspections at
its production plants and hired qualified professionals to identity the
factors that may cause occupational hazard in work environment.
Warning signs regarding occupational hazard were post at prominent
positions within the working area to improve the safety level within
the plants. Labour protective equipment such as safety shoes, masks,
acid-proof gloves and boots, earplugs, insulating gloves and boots
were provided to employees for work. In addition, physical
examinations related to occupational hazard were provided to
employees who were exposed to occupational hazards each year. No
cases of work-related fatality occurred during the past three years
ended 31 December 2020. However, there were 12 employees
involved in work injury and lost 1,055 workings days in 2020.
During the year, the Group did not have any non-compliance with
any laws and regulations in respect of employees’ health and safety.

Measures in response to COVID-19

At the time of the outbreak of epidemic, the group has set up an
epidemic prevention and control leading group and published
working guidelines regarding epidemic prevention and control to all
employees according to relevant guidance published by government.
The epidemic situation was closely monitored by the epidemic
prevention and control leading group, all employees were required to
wear mask at work and wash hands frequently. Measures such as
regular disinfection within working environment, daily temperature
monitoring of employees and restriction on visit from outsiders were
strictly followed. During the period of the epidemic, work from home
measures were applied where possible and closed-off management
to employee in plants is carried out. Staff at all levels conscientiously
follow the epidemic prevention and control policy to ensure the
physical and mental health of all employees.
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Aspect B3: Development and Training

Training and development always serve as the key factors for
business success. The Group has provided various tailor-made
training programs covering corporate culture, occupational safety,
laws and regulations, professional skills and other aspects for
employees from different departments to cope with their business
needs. The training programs are evaluated regularly to review the
effectiveness and compared to the business needs. The Group also
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.

Percentage of employees trained
by gender

REREINZIEEA DL

= Male (58)

Female (%)

Information on average training hours completed per employee is set
out below:

= Senior mangement (S &
Middle management (FF 4 & 32 [E)
= Other employees (—#& & T)

4 - g F ayr . ¥ ||
W AT A AY A YA
Ny I\
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Percentage of employees trained

by employee type

RRASINZIEEA DL

1%
6%

2/E)

ooooooooooooboOobOoOoOoooooo

Number of
Average employee
training hour trained
oooooad oooo
By gender 0 O O

Male O 76 hours O O 1,294
Female O 95 hours O O 663

By employee category O O O
Senior management 0 0 0O 0O O 46 hours O O 12
Middle management O 0O 0O 0O O 66 hours O O 123
Other employees O O O O 84 hours O O 1,822
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Aspect B4: Labour Standards
Prevention of Child labour or forced labour

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 (00 OO OO OO OO) and the Labor
Contract Law of the People’s Republic of China (D OO OO OOQO
O000). The Group strictly prohibits the use of child or forced
labour in its business operations. It is clearly stated in the application
conditions that child labor and forced labor are prohibited. Identity
verification and qualification review of applicant are strictly carried
out during the recruitment process. Any information indicating
violation of employment laws or standards is found after
recruitment, the labor relationship will be terminated immediately to
protect the rights and interests of both parties.

Operating Practices
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.

Supply chain management mechanism

In accordance with supplier management control procedures, the
Group has clear regulations on engaging new suppliers and the
evaluating existing suppliers. Before engaging with a new supplier,
the Group will review the company information provided by the
potential supplier, including but not limited to business license,
business and product information, production capacity, main
customer groups, testing equipment, customer complaint managing
procedures, material safety data sheet (MSDS), environmental safety
related qualifications and other materials. After that, technicians and
environmental and safety personnel will conduct site visit of the
potential supplier, to better understand the management system of
the factory and operation, and to verify the accuracy and
completeness of the information provided previously.
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The Group also conducts regular factory inspections and 00000000000 O0OO0OOOCOOOOOO
performance evaluation of existing suppliers. Once a supplier is 0000000000000 OO0OOOOOO
found to have any improper behavior in the production process or 0000000000000 O0OOCOOOOOO0
fails to meet the performance standards of the Group, the Group 000000000000 O0O0OOCOOOOOO
will issue a warning to the supplier, and if the supplier does not 00000000000 OOOOOOO
make any remedy measures in time, its supplier qualification will be
cancelled.
Actively searching for sustainable suppliers oooooooooooon
The Group concerned about the impact that supply chain bringsto 0000000000 O0OOCOO0OOOOOOO
the environmental and occupational health and safety aspects. The 00000000000 O0OQCOOOOOOOO
materials provided by suppliers and the process of transporting these 000000 OO0OOO0OOOOOOOOOOOO
materials can directly affect the environmental, health and safety of 00000000000 OCOOOOOOOOO
the Group’s production processes and products. There are clauseson 0000000000 O0O0OOOOOOOOOO
environmental requirements in the contract with the supplier, and OO0O0OO0O0O0OO0OO0OO0OOOCOO0OOOOCOOOOO
supplier is also encouraged to train its employees on the relevant OO OO0 OO0
content. Suppliers with environmental related certificates issued by
the local government would be our prior choice.
Number of major suppliers by geographical locations during theyear O0000O0OO0OO0OO0OOOOOOOOOOOO
is set out below:
Number of
supplier
goooao
Mainland China O O 168
United States 0 O 8
Europe O O 1
Japan O O 1
178
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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.

Customer service and complaints management

In order to improve customer satisfaction, the Group attaches great
importance to customer feedback and complaints. If any complaint is
received, the Group will endeavor to take timely action to resolve
the problem and take effective corrective measures. The Quality
Management Department will also conduct regular discussions and
reviews to prevent the same type of incident from happening again.
In this reporting year, there were no cases of recalling sold or
shipped products due to safety and health reasons. A total of 355
complaints about products and services were received throughout
the year, most of which were minor defects or damage to the goods
during transportation, and a small number of them were caused by
customers not installing in accordance with the installation
requirements. The complaints during the year have been
communicated well with customers and replaced products for
customers.

Quality control

The Group’s quality control department conducts routine quality
inspections on products to ensure that the manufactured products
meet the requirements, technical specifications and quality standards
set by customers. When receiving a customer’s request for the return
and exchange of defective products, the quality control department
will first arrange re-inspection of the returned defective products and
make corresponding measures based on the cause of the defective
products.

Protection of intellectual property

The Group recognises intellectual property as an important asset and
strictly follows relevant laws and regulations such as the “Patent Law
of the People’s Republic of China” and the “Copyright Law of the
People’s Republic of China”. The Group adopts a zero-tolerance
attitude towards any behavior that may infringe the intellectual
property rights of third parties. Also, the Group raises employees’
awareness of intellectual property protection through internal
publicity and employee training from time to time.
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Privacy protection

In order to maintain mutual trust with our customers, the Group
recognises the importance of privacy protection of individuals and
business data. It is the Group’s policy that, when handling
confidential and sensitive information, only authorised staff of the
relevant departments are allowed to collect, access and handle such
information. All employees are prohibited from making copies or
disclosing any form of confidential information to third parties
without prior approval from management or clients.

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 staff. In order to prevent corruption from
happening, the group has included a clause in the transaction
contract, stating that the supplier shall not provide any direct or
indirect benefits to the Group in any form for any reason. If the
supplier is found to be in violation of this regulation, its supplier’s
qualification will be cancelled immediately on the grounds that the
supplier has adopted unfair competition ways of business. The group
also requires suppliers, construction units and relevant persons in
charge of the project to sign an integrity declaration, and employees
are required to declare potential conflicts of interest. During the
year, the group also conducted trainings on financial security and
anti-corruption for the department heads of the company, and
organised visits to prisons to have sharing on integrity and anti-
corruption by prisoners. 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.
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Community 00
Aspect B8: Community Investment ooBOODOODO
Over the years, the Group has focused on community activities and OO0 000000000000 OOOOOOO

placed great emphasis on both physical and mental health of 000000000000 00OO0O0OOOOOO
employees. The Group continuously organizes activities such as 0000000000000 0OO0OOCOOOOO
badminton, billiards, basketball and table tennis, to enrich 0000000000 O0COOO0OOOOOOOO
employees’ health and cultural life and building a good corporate O OO0O0O0O0O0OO0OO0OO0OOOOOOOOO150,000
culture. The Group also shows its concerns to community investment 000000000000 O0OO0OOCOO80OOO
for the elderly and social welfare. During the reporting period, it OO0OO0OOOOOOO50000000000000
donated approximately RMB150,000 to support 80 elderly people in 000000000000 OO0OOOOOOOO
Taihe District, Linghe District and Guta District of Jinzhou City. In O OOOO0OO

addition, RMB50,000 was used to purchase safflower seed oil and

flour produced in impoverished areas in Xinjiang to the elderly.

Unfortunately, in order to reduce unnecessary social activities during 0000 000000OCOOO0OO0OOOOCOOO
the epidemic, the Group was unable to organise community activites O 0000000000000 OCOOO0OOOO
and volunteer services as we used to. Apart from taking ant- OO0O0O0OO0OO0O00OO0OO0OO0O0OOOOOOOO
epidemic measures and not placing extra burden on medical staff, 01537000 0051200000000000
the Group donated 1,537 sets of purified suits and 512 sets of 00000000000 O0OO0OOOOOOOOO
medical goggles to National Health Commission of Jinzhou, Third 0000000000 COOOOOOOOOO
Affiliated Hospital of Jinzhou Medical University and Wuhan 00000

Leishenshan Hospital, and wish to show our support and respect to
the medical staff.

The Group will continue to keep track on the policies and 0000000000000 O0OOOOOOOO
development of the community, share love and care with 000oooooooooooooooogao
disadvantaged groups and those in need, and be a socially OOOOOOOO

responsible enterprise.

O
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Key audit matters (continued)

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures
designed to respond to our assessment of the risks of material
misstatement of the consolidated financial statements. The results of
our audit procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on the
accompanying consolidated financial statements.

Key audit matter ooo

U0 00OU0OUOooo

ooooooooooooooooooooon
oopoppoodoooooooooooooobood
ooooooooooooooooDbDbObOoOoo
oooocoooooooobooooooooo
ooooboooocOoOboooooooobooboboo
oboobboooooboooooooobooboboo
oooooooboooo

ooao

Impairment of property, plant and equipment oooooooooon

As at 31 December 2020, the Group had property, plant 0O OO

oooooooooobooooooboooboooo

and equipment of RMB1,513,287,000, which accounted for O OO0 01,513,287,0000 00 000000000000

a significant portion of the Group’s assets.

Certain subsidiaries of the Group suffered loss in year 2020 0O 0O O
and there was an impairment indicator for property, plant 0O O O
and equipment of these subsidiaries. Management 0O 0O O
performed impairment test accordingly by comparing the 0O 00O
recoverable amounts based on the value-in-use calculation 0O OO
of the cash-generating units that the property, plant and 0O O O
equipment belong to with the carrying amounts of the 0O 0O O
identified cash-generating units as at 31 December 2020 0O 0O

and did not recognise impairment loss during this year.
Estimating the recoverable amounts requires significant
management judgements and estimates including future
sales, cost of inventories sold and the discount rates applied
to these forecasted future cash flows.
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Key audit matters (continued)

Key audit matter

Impairment of property, plant and equipment (continued)

4
r' &

e o

O000O0OUOooo

gooooao

ooooooooooooo

In addition to the above impairment test, due to the
discontinued production of photovoltaic solar cells according
to the revised group business strategy for the segment of
manufacture and trading of monocrystalline silicon solar cell,
management determined the recoverable amounts based on
the fair value less costs of disposal for certain property,
plant and equipment of the only photovoltaic solar cells
production subsidiary of the Group. As a result,
management assessed the recoverable amounts of those
assets were minimal and a full impairment provision of
RMB68,587,000 was provided.

The accounting policies and disclosure of the impairment
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 compared management’s valuation methodology, that is,
value-in-use calculation based on future discounted cash
flows, to industry practice and assessed the key assumptions
used, such as estimates of future sales and cost of
inventories sold by analysing the historical accuracy of
management’s estimates, and discount rates by comparing
them to external industry outlook reports. In addition, we
involved our valuation specialists to assist us with assessing
the valuation methodology and the discount rates.

We evaluated the sensitivity of the significant assumptions
described above by assessing the changes to the recoverable
amounts of the CGUs resulting from possible changes in
these assumptions, both individually and in the aggregate.

We observed the status of discontinued production line,
inquired senior management about the disposal plans and
understood the economic rationale underlying the change of
business strategy.

We also assessed the adequacy of the Group’s disclosures
included in the consolidated financial statements regarding
the impairment assessment of property, plant and
equipment.
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Key audit matters (continued)

Key audit matter

Impairment of trade receivables and contract assets

U0 00OU0OUOooo

oooogoao

ooooooooooooooon

The amount of trade receivables and contract assets
accounted for a significant portion of the Group’s assets. As
at 31 December 2020, the totalling book value and the
impairment provision were RMB1,372,569,000 and
RMB131,316,000 for trade receivables and contract assets.

The Group applied the simplified approach to determine the
provision and recognised lifetime expected losses for trade
receivables and contract assets. The Group has established a
provision matrix that is based on the ageing of balances for
groupings of various customers with similar loss patterns,
repayment histories, and existing customer-specific and
market conditions. In addition, management considered
forward-looking information, including the forecast of
industry situation and overall economic conditions.
Estimating the expected credit loss requires significant
management judgements and estimates.

The accounting policies and disclosure of the impairment
are included in note 2.4 “Summary of significant accounting
policies”, note 3 “Significant accounting judgements and
estimates”, note 23 “Trade, bills receivables and contract
assets” to the consolidated financial statements.

How our audit addressed the key audit matter

We assessed management’s processes and controls relating
to the estimation of the expected credit loss by obtaining an
understanding of the design, implementation and operation
of key internal controls over the credit control, the
receivables collection process and the process of recording
expected credit loss for trade receivables and contract
assets. We discussed with management on the estimation
involved in determining the expected credit loss allowance
regarding trade receivables and contract assets.

We tested the arithmetic accuracy of the provision matrix of
simplified approach prepared by management to calculate
the expected credit losses. We also assessed management’s
estimates on loss allowance by examining the information
used by management, including testing the accuracy of the
ageing report and repayment histories by vouching a sample
of items with the relevant underlying documentation; and
evaluating whether the estimated loss rates were adjusted
based on forward-looking information. In addition, we
evaluated the forward-looking information which the Group
used to calibrate the matrix, such as the forecast of industry
situation and overall economic conditions by comparing
them to external industry outlook reports.

We also assessed the adequacy of the Group’s disclosures
included in the consolidated financial statements regarding
the impairment assessment of trade receivables and contract
assets.
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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 will 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.

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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Auditor’s responsibilities for the audit of the
consolidated financial statements (continued)

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

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

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

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and
where applicable, actions taken to eliminate threats or safeguards
applied.

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

The engagement partner on the audit resulting in this independent
auditor’s report is Tong Ka Yan, Augustine.

Ernst & Young

Certified Public Accountants
Hong Kong

31 March 2021
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
ol o6 Bl

For the year ended 31 December 20200 0 00 000000000 OOOOO
(Expressed in Renminbi) 00 000000

2020 2019
ogoooo goooo
Notes RMB’000 RMB’000
0o ogoooo ooooo
Revenue oo 5 6,051,956 4,425,552
Cost of sales gooo (5,466,104) (4,084,184)
Gross profit 0o 585,852 341,368
Other income and gains, net gooooooooo 6 77,710 15,970
Selling and distribution expenses goooooo (136,331) (84,583)
Administrative expenses oooo (452,827) (409,458)
Impairment losses on financial and oooooooooooon
contract assets, net 7 (38,598) (5,262)
Impairment of property, plant and oooooooooog
equipment 7,14 (68,587) (15,167)
Impairment losses on prepayment oooooooo 7 — (26,975)
Operating loss oooao (32,781) (184,107)
Share of losses of associates goooooooao (157) (1,330)
Impairment of an associate goooooooao = (4,104)
Other investment loss goooooao = (379)
Finance costs oooao 8 (133,156) (123,130)
Loss before tax ooooo 7 (166,094) (313,050)
Income tax expense ooooo 11 (30,273) (41,308)
Loss for the year oooo (196,367) (354,358)
Attributable to: ooooooog
Equity holders of the Company goooooog (215,648) (355,492)
Non-controlling interests oooooag 19,281 1,134
Loss for the year oooao (196,367) (354,358)
Basic and diluted loss per share ooooo0ooooooood
attributable to ordinary equity holders 0ooooogoooog
of the Company (RMB cents) oooooo 13 (6.82) (11.07)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE IN.COME

L e e

For the year ended 31 December 20200 0 0 0 00000 O0OO0OO0OOOOOO

(Expressed in Renminbi) DO 00 OO0 OO

2020 2019
goooo goooad
RMB’000 RMB’'000
goooo goood
Loss for the year oooao (196,367) (354,358)
Other comprehensive loss oooooooo
Other comprehensive income that may be O000oooooooooao
reclassified to profit or loss in subsequent ooo
periods:
— Exchange differences on translation of -0o0oooooooao
foreign operations ogoooano 32,323 (83)
Total comprehensive loss for the year, gooooooo
after tax goooobog (164,044) (354,441)
Attributable to: ooooooo
Equity holders of the Company ooooooogo (183,325) (355,575)
Non-controlling interests gooooo 19,281 1,134
Total comprehensive loss for the year oooooooao (164,044) (354,441)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

T e 2 = e

At 31 December20200 0 000000000000

(Expressed in Renminbi) 00 000000

2020 2019
oooono goooad
Notes RMB’000 RMB’000
oo ooooa ooooad
Non-current assets goooad
Property, plant and equipment oooooooo 14 1,513,287 1,407,159
Long term prepayments and goooboooboboooo
other receivables 27,566 29,447
Goodwill oo 16 — —
Right-of-use assets ooooo 17 192,449 151,136
Investments in associates gooooooa 19 — 157
Equity investments designated ooooooooooooo
at fair value through 0o0o0oooooooo
other comprehensive income 20 190 1,800
Deferred tax assets oooogo 21 9,662 16,573
Total non-current assets ooooooad 1,743,154 1,606,272
Current assets oooao
Inventories 0o 22 435,087 394,110
Trade, bills receivables and oooooooooooog
contract assets gooo 23 1,927,866 1,274,917
Prepayments, other receivables gooooooooooo
and other assets oooo 24 353,163 350,476
Current tax recoverable gooooooo 68 3,360
Pledged deposits goooo 25 686,100 403,191
Cash and cash equivalents oooooooo 26 456,265 396,854
Total current assets gooooao 3,858,549 2,822,908
Current liabilities oogo
Interest-bearing borrowings opogoo 27 2,475,519 1,680,914
Trade and bills payables Ooooooooao 28 2,011,213 1,502,624
Other payables and accruals doooooooooo 29 262,323 68,736
Contract liabilities oooao 30 61,318 265,979
Current tax payable oooogao 3,379 10,476
Provision for inventory purchase oooooooo
commitments 31 = 49,687
Current portion of lease liabilities opoDopoDoooooo 17 8,564 376
Total current liabilities oooooo 4,822,316 3,578,792
Net current liabilities oooooo (963,767) (755,884)
Total assets less current liabilities ooooooooo 779,387 850,388
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Consolidated Statement of Financial Position
[0 s e

At31December20200 0 0 0000000 OOOO
(Expressed in Renminbi) DO 0000 OO

2020 2019
ooooaod ooooaog
Notes RMB’000 RMB’000
0o gooono goooo
Non-current liabilities ooooaog
Interest-bearing borrowings oooo 27 4,060 129,325
Deferred tax liabilities ogooooao 21 3,777 2,564
Deferred income ogooo 32 239,281 134,509
Lease liabilities oooo 17 40,786 1,012
Other non-current liabilities goooooo 31 151,487 127,412
Total non-current liabilities ooooooag 439,391 394,822
Net assets ooono 339,996 455,566
Equity ood
Equity attributable to equity 0Oooooooooooo
holders of the Company
Share capital oo 34 270,867 276,727
Reserves oo 35 (130,312) 156,967
140,555 433,694
Non-controlling interests gooooad 199,441 21,872
Total equity ooogo 339,996 455,566
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
T e 2 = e

Year ended 31 December2020 00000000 OD0OOOOOOOO
(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
0o gooo ooooo goog oooo goog oooo 00 000000 0000
RMB'OO0  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
poooo ooooo oooobo oooOo bOocooo OoOoO DooObO OoOoOO DOCOD OoOoOo
As at 1 January 2019 pooooooooo 206,721 1,731,645 222390 42,768 (50,765) (64663  (1442376) 715726 92,265 807,991
(Loss)/profit for the year 0moomoo - - - - - — (35549 (395,492) 1134 (354359)
Other comprehensive (loss)/ oooooo
income for the year: 000mooo
Exchange differences 00o00oa
related to foreign ooaon
operations - - - - (83) - - (83) - (83)
Total comprehensive (|oss)/ 0000ooom
income for the year oooo - - - - (83) — (355492 (355,575 1134 (354.441)
Capital contribution from 0ooooooo
non-controlling interests - - - - - 73,543 - 73,543 (71,527) 2016
Appropriation to reserves ooooo - - 5977 - - - (5,977) - - -
As at 31 December 2019 oooooo
ooooooo 206,721 1,731,645 228367 42768 (50,848) 8880 (1,803,845 433,694 1872 455,566
As at 1 January 2020 pooooooooo 26,721 1,731,645 228,367 42,768 (50,848) 8880 (1,803,845) 433,694 21,812 455,566
(Loss)/profit for the year 0mopoooo = = = = = = (215648)  (215,648) 19281 (196,367)
Other comprehensive (joss)/ oooooo
income for the year: 00omooo
Exchange differences 00000oc
related to foreign ooon
operations = = = = 32383 = = 32383 = 32383
Total comprehensive (oss)/ 0o0mooom
income for the year 0ooo = = = = 32313 = (215648)  (183,325) 19281 (164,044)
Acquisition of a subsidiary 0o0oooooo
(note 36) 000360 = = = = = = = = 88,291 88,291
Capital contribution from non- 0ooooooo
controlling interests = = = = = = = = 2,702 2,702
Dividends paid to oooooooooo
non-controlling
shareholders = = = = = = = = (29932) (29,932)
Taiwan Depository Receipt goooooooooo
("TOR") shares 000340
repurchased and cancelled
(note 34) (5,860) (5,611) = = = = = (11.411) = (11.411)
Acquisition of non-controlling 00oooonoo
nterests - - - - - (73,602) (24,141) (98,343) 91,221 (1,116)
Appropriation to reserves ooooao = = 7,602 = = = (7,602) = = =
As at 31 December 2020 oooooo
0000000 20867 1726034 235969%  42,768*  (18525)*  (64722)* (2,051.836)* 140555 199441 33999
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These

RMB130,312,000 (2019:

consolidated statement of financial position.

SOLARGIGA ENERGY HOLDINGS LIMITED 0 000000000

reserve accounts comprise the consolidated deficit of

reserve of RMB156,967,000) in the

0o00o00o0oo0oooooooooooooo
00 0130,312,0000020100 00000000
156,967,0000 [1J
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CONSOLIDATED STATEMENT OF CASH FLOWS
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Year ended 31 December 20200 0 0 O O O O
2020 2019
ooooo goooa
Notes RMB’'000 RMB’000
oo ooooa ooooad
Cash flows from operating activities oooooogo
Loss before tax goooo (166,094) (313,050)
Adjustments for: ooo
Depreciation and amortisation goooo 7(c) 308,941 239,046
Loss on disposal of property, gooooooooo
plant and equipment oono 7(c) 22,660 128,879
Impairment loss on disposal of an ooooooooooo
associate = 4,104
Investment loss from disposal of oooooooooooo
equity investments designated at oooooooooogo
fair value through other oooooooog
comprehensive income = 379
Share of losses of associates gooooood 157 1,330
Write-down/(reversal of write-down) goooooooooo
of inventories 22(b) 5,185 (27,005)
Impairment losses on trade ooooooouoooo
receivables and contract assets gooooooo 23 38,598 5,262
Impairment of property, plant and gooooooooo
equipment 7(c) 68,587 15,167
Impairment losses of prepayment goooooooo — 26,975
Finance costs oooo 8 133,156 123,130
Provision for warranties oooad 31 24,075 18,394
Interest income from bank deposits gooooobooooo 6 (13,886) (11,740)
Gain on fair value remeasurement of Joooooooooon
an investment oo 7(c) (1,278) —
Net foreign exchange loss goooooo (692) (9,412)
Changes in working capital: ooooooo
Increase/(decrease) in inventories goooooooo 68,839 (19,737)
Increase in trade receivables, gooooboooooo
prepayments, other receivables and ooooooooooo
other assets oo 206,042 68,482
(Increase)/decrease in contract assets Jo0o0ooooooooon (131,239) 14,892
(Decrease)/increase in trade and other goooooooogno
payables 0o0ooooooa (45,414) 208,133
Increase/(decrease) in deferred goooooOooooo
income 71,856 (62,716)
Cash generated from operations oooooooo 589,493 410,513
The PRC income tax paid gooooOoooo (24,455) (370)
Withholding tax paid gooooo (1,499) —
Net cash generated from operating oooooooooo
activities 563,539 410,143
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Consolidated Statement of Cash Flows
S B

Year ended 31 December20200 0 0 0 D 0D OO OOOOOOOOOO
(Expressed in Renminbi) D 0 000000

2020 2019
ooooo goooo
Notes RMB’000 RMB'000
oo oooono goooad
Cash flows from investing activities ooooooogd
Payments for the purchase of property, oo0ooooooooooon
plant and equipment ooo (218,876) (204,105)
Payment for the acquisition of right-of- 0o0o0oooooooooo
use assets (1,584) —
Investment in equity investment ooooooooooooo
designated at fair value through ooooooooooon
other comprehensive income oad (31,292) (1,800)
Net cash inflow from acquisition of a 00o0oDoooooooo
subsidiary oo 2,990 —
Proceeds from disposal of property, dooooooood
plant and equipment oooo 12,811 10,350
Proceeds from disposal of equity oooooooooooo
investments designated at fair value 0oooooooooo
through other comprehensive income gooooo — 2,051
Interest received oooo 13,886 11,740
Net cash used in investing activities oooooooooog (222,065) (181,764)
Cash flows from financing activities oooooooo
TDR shares repurchased gooooooa (12,120) —
Placement of pledged bank deposits gooobooooo (1,592,088) (1,000,371)
Release of pledged bank deposits oooooooood 1,309,179 1,022,490
New bank loans and other loans ooooooooooooo 2,613,226 1,573,108
Repayment of bank loans and other do00oO0oooooooo
loans (2,447,423) (1,553,326)
Principal portion of lease payments goooobDoooo (4,132) (1,021)
Capital contribution from ooooooao
non-controlling interests 2,702 1,601
Interest paid oooo (131,818) (123,130)
Dividends paid to non-controlling gooooooooooo
shareholders (29,932) —
Net cash used in financing activities oooooooooo (292,406) (80,649)

92
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Consolidated Statement of Cash Flows
[T e s Rt
Year ended 31 December20200 0 0 0 D OO OOO0OOOOOOOOO
(Expressed in Renminbi) DO 0000 OO
2020 2019
gooooo goooao
Notes RMB’000 RMB’'000
0o ooooo goooad
Net increase in cash and cash oooooooooooao
equivalents 49,068 147,730
Cash and cash equivalents at the oooooooooog
beginning of the year 396,854 239,712
Effect of foreign exchange rate goooooooo
changes, net 10,343 9,412
Cash and cash equivalents at the oooooooooog
end of the year 26 456,265 396,854
Analysis of balances of cash and oooooooooooo
cash equivalents
Cash and bank balances goooooog 26 456,265 396,854
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

[]

e SRS ]

31December20200 D D 0O OOOO0OOOOCOO
(Expressed in Renminbi unless otherwise indicated) D 0 0 0 D 00 000000000

Corporate and group information

Solargiga Energy Holdings Limited (the “Company”, together
with its subsidiaries, the “Group”, Hong Kong stock code: 757)
is a limited liability company incorporated in Cayman. The
registered office of the Company is located at Cricket Square
Hutchins Drive P.O. Box 2681 Grand Cayman, KY1-1111
Cayman Islands.

The Group 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
services for monocrystalline silicon solar ingots/wafers;

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

(0

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

Information about subsidiaries

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

1.

gogobgg

ooo0DOo00ooo0bOoOomooo™Ooobooo

gooooooobmooboboors7o
ooo0o0bObO0ODoODoOO0oO0oO0oOooooooo

0000000 Cricket Square Hutchins Drive
P.O. Box 2681 Grand Cayman, KY1-1111

Cayman IslandsO

oooooocoooooooobocooboobooao

ooo

ooooooooooooboooooboooo

oooooooboooboooobooboobooo

oooooooobcoooooooo

(@

(d)

oooooooooo

goooooonond
gboobooooooobooboo

Proportion of ownership interest

oooooooocoooooo

ooooooooooo

94

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 gooooo gooo o0ooo oo
oooo goooo oooooooo oooo 00 0000 oooo 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/ oooooo
(“Rixin") Mainland China RMB190,000,000 wafers

goooooooo oo goooooo oooooooooooo
goooom goooo [J0°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 goooooooo

gooooooooo oo gogoooo
moom goooo 00071,151,5654790

gooooo
gooo

SOLARGIGA ENERGY HOLDINGS LIMITED 0 000000000
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Notes to Consolidated Financial Statements
[ e P
31 December 2020000 00000000000
(Expressed in Renminbi unless otherwise indicated) D 0 O 0 0 00000000000
1. Corporate and group information (continued) 1. OO0 0 0 O 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
goooo ooo
goooooo gooooo gooo 0Oooo oa
gooo goooo gpoooooog 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 oa [0 00320,000,0000 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 oooooo
Materials Co., Mainland China poooooo monocrystalline ingots/
Ltd. ("Jingji") od 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
00000167,89549400
Wealthy Rise Hong Kong HK$778,001 100 - 100 Trading of polysilicon and Limited liability company
International 21 June 2007 71800100 monocrystalline ingots/ popoooo
Limited oo wafers/photovoltaic modules
goooooog goooo goooooooooo
gooooo goooooo
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Notes to Consolidated Financial Statements

AL R

31 December20200 0 0 0 0000O0OOODOO

(Expressed in Renminbi unless otherwise indicated) [ 0 0 0D 0 00000000000

1. Corporate and group information (continued)

Information about subsidiaries (continued)

1. 00O 0O 0O 0O Oooo

Oo0Db0000bbooo

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 gooooo gooo 0ooo oo
oooo goooo gooooooo gooo g0 0000 0000 gooo
% % %
Jinzhou Yangguang Jinmao  The PRC Registered and paid-in capital 100 - 100 Manufacture and trading o~ Limited fiability company
Photovoltaic Technology 17 July 2009, of RMB140,000,000 monocrystalline wafers pooooo
Co., Ltd. ("Jinzhou Mainland China ooooooo 000000000
Jinmao") oo {00 0140,000,0000
gooooooooo gooooooooo
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 gooooooooooo
gooooo
Silicon Solar Materials Hong Kong HKS1 100 - 100 Investment holding Limited liability company
Company Limited 26 November 2008 100 0o0oo gooooo
gooooooooo oo
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
go0ooooooooo Mainland China goooooo goooooooo
moom oo [J0090,000,0000
goooo
goooooo
gooo

SOLARGIGA ENERGY HOLDINGS LIMITED 0 000000000
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1. Corporate and group information (continued) 1. OO0 0 0 O 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
goooo ooo
goooooo gooooo gooo 000oo oo
gooo goooo gooooooo gooo g0 0000 000D gooo
% % %
Sino Light Investments British Virgin Islands Authorized capital of 100 100 = Investment holding Limited liability company
Limited 2 December 2009 15§500,000 of US$0.001 oooo gooooo
0ooooo each and issued share
gooooooooo capital of US$53,920
0000500000000
gooooonooo
0o00oms392000
You Xin Investments Hong Kong HK$100,000 100 - 100 Investment holding Limited liability company
Limited 29 July 2009 100,0000 0 gooo gooooo
goooooog 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 pooooo
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 December20200 0 0 0 0000O0OOODOO

(Expressed in Renminbi unless otherwise indicated) [ 0 0 0D 0 00000000000

1. Corporate and group information (continued)

Information about subsidiaries (continued)

Place and date of
incorporation/
establishment and

Authorised/
registered/
paid-in/

1. 00O 0O 0O 0O Oooo
OO000O00000o0oo

Proportion of ownership interest
goooooo

Group's Held Held
effective by the by a

98

Name of company place of operation issued capital interest  Company subsidiary ~Principal activities Legal form
goooo ooo
goooooo gooooo gooo 0ooo oo
oooo goooo gooooooo gooo g0 0000 0000 gooo
% % %

Jinzhou Xinyangguang The PRC Registered and paid-in 100 - 100 Construction of photovoltaic  Limited fiability company
Photovoltaic 24 September 2007, capital of power plant ooooog
Application Co., Ltd. Mainland China RMB100,000,000 oooooo
("Xinyangguang") oo ooooooo

goooooooo goooo [0.00100,000,0000
gooooooom gooooo

gooo

Jinzhou Xinlin Solargiga The PRC Registered and paid-in 100 - 100 Trading of solar cells and solar  Limited fiability company
Industrial and 26 June 2014, capital of modules 0ooooo
Trading Co., Ltd. Mainland China RMB20,000,000 0oooooooooooo
("Jinzhou Xinlin") oo gooooono

gooooooooo goooo [J0020,000,0000
gioooood gooooo

gooo

Jinzhou Jiuxin Solargiga The PRC Registered and paid-in 100 - 100 Trading of solar cells and solar  Limited fiability company
Technology and 26 June 2014, capital of modules 0ooooo
Trading Co., Ltd. Mainland China RMB20,000,000 ooooooooooooo
("Jinzhou Jiuxin") oo gooooono

gooooooooo goooo [J0020,000,0000
gioooood gooooo

gooo

Jinzhou Yangguang The PRC Registered and paid-in 100 - 100 Manufacture of monocrystalline - Limited liability company
Motech Renewable 26 October 2015, capital of ingots oooooo
Energy Co., Ltd Mainland China RMB64,040,000 gooooo
("Motech") oo goooooo

poooooooo goooo [0 0 64,040,0000
gooOomoom gooooo

oono

SOLARGIGA ENERGY HOLDINGS LIMITED 0 000000000
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31 December20200 0 000000000 OOO

(Expressed in Renminbi unless otherwise indicated) D 0 O 0 0 00000000000

1. Corporate and group information (continued)

Information about subsidiaries (continued)

1. 000 0O0O0O Oooo

Oo0b000O000DbOooo

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
ooooooo gooooo gooo o0ooo oo
gooo ooooo gooooooo gooo 00 0000 Dooo oooo
% % %

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 0ooooo

goooooo oo goooooo
gooomoom gogoo [J 00 200,000,0000

gooooo
gooo

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

goooooooo oo gogoooo ooooooooo/mo
g0moooom goooo [10025,000,0000

goooo
gooo

Qujing Yangguang The PRC Registered and paid-in 70 - 70 Manufacture and Limited liability company
Energy Silicon 29 August 2017, capital of trading of monocrystaline 000000
Materials Co., Ltd. Mainland China RMB105,000,000 ingots/wafers
("Qujing oo goooooo gooooooooioo
Yangquang") goooo {10 0105,000,0000

goooooooo gooooo
gooo gooo
moooom

Liaoning Zhongdianke The PRC Registered capital of 55 - 55 Manufacture and trading of ~ Limited liability company
Semiconductor 26 September 2018, RMB36,000,000 and electronic semiconductor 000000
Material Co., Ltd. Mainland China paid-in capital of materials
("Liaoning oo RMB8, 710,000 goooooooocooo
Semiconductor”) ooona 00o0o

gooooooo gooo [10036,000,0000 0
gooo gooo gooo
poooooom 0008710,0000

Jiangsu Yueyang The PRC Registered and paid-in 28 - 28 Manufacture of photovoltaic ~ Limited liability company
Photovoltaic 16 July 2019, capital of modules pooooo
Technology Co., Mainland China RIMB118,000,000 0ooooo
Ltd.* ("Jiangsu oo gogooooo
Yueyang") goooo 000118,000,0000

gooooooooo goooo
go*xgooooo oooo
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Notes to Consolidated Financial Statements
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31 December20200 000 00000O0OOOOO
(Expressed in Renminbi unless otherwise indicated) [ 0 0 0D 0 00000000000

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

* Jiangsu Yueyang is a non-wholly-owned subsidiary and is accounted
for as a subsidiary of the Group even though the Group has only a
28% equity interest in this company based on acting-in-concert
agreement signed with other investors explained in note 36 to the
financial statements.

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

100

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 2020, the Group's current liabilities
exceeded its current assets by RMB963,767,000. 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.

SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000

1. 00O 0O 0O 0O Oooo
OO00O0D00OO0C0O0OOooo

* gooooO0ooooO0oO0oOoooboooonoo
00028%0000000000000360
goooo0o0ooooo0o0ooooo0o0oooo
0o0o0ooo0ooooooooooo

oooooocooboooooooboooboobooao
obooboooooooobooooobooo
oboooooooooooobooooooo
oooooooo

210000
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Notes to Consolidated Financial Statements
0 )

31 December20200 0 000000000 OOO
(Expressed in Renminbi unless otherwise indicated) [0 D 0 0 D 00000000000

2.1Basis of preparation (continued)

The Group has carried out a review of its cash flow forecast for
the twelve months ending 31 December 2021. 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 2021.
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 2021 and unutilised banking facilities as at 31
December 2020 from the Group’s major banks with an amount
of RMB1,765,800,000 which will expire on 31 December 2023.

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
2020. 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.
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Notes to Consolidated Financial Statements
1 T e e A e

31 December20200 000 00000O0OOOOO
(Expressed in Renminbi unless otherwise indicated) [ 0 0 0D 0 00000000000

2.1Basis of preparation (continued)

102

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.

SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000
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2.2Changes in accounting policies and
disclosures

The Group has adopted the Conceptual Framework for Financial
Reporting 2018 and the following revised HKFRSs for the first
time for the current year’s financial statements.

Amendments to HKFRS 3

Amendments to HKFRS 9,

Amendment to HKFRS 16

Amendments to HKAS 1

Definition of a Business

Interest Rate Benchmark

HKAS 39 and HKFRS 7 Reform

Covid-19-Related Rent
Concessions (early adopted)

Definition of Material
and HKAS 8

The nature and the impact of the Conceptual Framework for
Financial Reporting 2018 and the revised HKFRSs are described
below:

(a)

Conceptual Framework for Financial Reporting 2018 (the
“Conceptual Framework"”) sets out a comprehensive set of
concepts for financial reporting and standard setting, and
provides guidance for preparers of financial statements in
developing consistent accounting policies and assistance to
all parties to understand and interpret the standards. The
Conceptual Framework includes new chapters on
measurement and reporting financial performance, new
guidance on the derecognition of assets and liabilities, and
updated definitions and recognition criteria for assets and
liabilities. It also clarifies the roles of stewardship, prudence
and measurement uncertainty in financial reporting. The
Conceptual Framework is not a standard, and none of the
concepts contained therein override the concepts or
requirements in any standard. The Conceptual Framework
did not have any significant impact on the financial position
and performance of the Group.
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2.2Changes in accounting policies and
disclosures (continued)

(b) Amendments to HKFRS 3 clarify and provide additional

104

(0

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 has
applied the amendments prospectively to transactions or
other events that occurred on or after 1 January 2020. The
amendments did not have any impact on the financial
position and performance of the Group.

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 address
issues affecting financial reporting in the period before the
replacement of an existing interest rate benchmark with an
alternative risk-free rate (“RFR”). The amendments provide
temporary reliefs which enable hedge accounting to
continue during the period of uncertainty before the
introduction of the alternative RFR. 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 did not have any impact on the financial
position and performance of the Group as the Group does
not have any interest rate hedging relationships.
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2.2Changes in accounting policies and
disclosures (continued)

(d)

Amendment to HKFRS 16 provides a practical expedient for
lessees to elect not to apply lease modification accounting
for rent concessions arising as a direct consequence of the
covid-19 pandemic. The practical expedient applies only to
rent concessions occurring as a direct consequence of the
pandemic and only if (i) the change in lease payments
results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for
the lease immediately preceding the change; (i) any
reduction in lease payments affects only payments originally
due on or before 30 June 2021; and (iii) there is no
substantive change to other terms and conditions of the
lease. The amendment is effective for annual periods
beginning on or after 1 June 2020 with earlier application
permitted and shall be applied retrospectively.

During the year ended 31 December 2020, certain monthly
lease payments for the leases of the Group’s plant and
machinery have been reduced or waived by the lessors
upon reducing the scale of production as a result of the
pandemic and there are no other changes to the terms of
the leases. The Group has early adopted the amendment
on 1 January 2020 and elected not to apply lease
modification accounting for all rent concessions granted by
the lessors as a result of the pandemic during the year
ended 31 December 2020.

Amendments to HKAS 1 and HKAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or obscuring
it could reasonably be expected to influence decisions that
the primary users of general purpose financial statements
make on the basis of those financial statements. The
amendments clarify that materiality will depend on the
nature or magnitude of information, or both. The
amendments did not have any significant impact on the
financial position and performance of the Group.
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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.

Amendments to
HKFRS 3

Amendments to
HKFRS 9, HKAS 39,
HKFRS 7, HKFRS 4
and HKFRS 16

Amendments to
HKFRS 10 and
HKAS 28 (2011)

HKFRS 17

Amendments to
HKFRS 17

Amendments to
HKAS 1

Amendments to
HKAS 16

Amendments to
HKAS 37

Annual Improvements
to HKFRSs 2018-
2020

Reference to the Conceptual
Framework?

Interest Rate Benchmark Reform —
Phase 2

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

Insurance Contracts?

Insurance Contracts® ©

Classification of Liabilities as
Current or Non-current® ®

Property, Plant and Equipment:
Proceeds before Intended Use?

Onerous Contracts — Cost of
Fulfilling a Contract?

Amendments to HKFRS 1, HKFRS
9, Illustrative Examples
accompanying HKFRS 16, and
HKAS 41?2

! Effective for annual periods beginning on or after 1 January 2021

2 Effective for annual periods beginning on or after 1 January 2022

3 Effective for annual periods beginning on or after 1 January 2023

4 No mandatory effective date yet determined but available for

adoption

> As a consequence of the amendments to HKAS 1, Hong Kong
Interpretation 5 Presentation of Financial Statements
Classification by the Borrower of a Term Loan that Contains a
Repayment on Demand Clause was revised in October 2020 to

align the corresponding wording with no change in conclusion

6 As a consequence of the amendments to HKFRS 17 issued in October
2020, HKFRS 4 was amended to extend the temporary exemption
that permits insurers to apply HKAS 39 rather than HKFRS 9 for

annual periods beginning before 1 January 2023
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2.3Issued but not yet effective Hong Kong
financial reporting standards (continued)

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

Amendments to HKFRS 3 are intended to replace a reference to
the previous Framework for the Preparation and Presentation of
Financial Statements with a reference to the Conceptual
Framework for Financial Reporting issued in June 2018 without
significantly changing its requirements. The amendments also
add to HKFRS 3 an exception to its recognition principle for an
entity to refer to the Conceptual Framework to determine what
constitutes an asset or a liability. The exception specifies that,
for liabilities and contingent liabilities that would be within the
scope of HKAS 37 or HK(IFRIC)-Int 21 if they were incurred
separately rather than assumed in a business combination, an
entity applying HKFRS 3 should refer to HKAS 37 or HK(IFRIC)-
Int 21 respectively instead of the Conceptual Framework.
Furthermore, the amendments clarify that contingent assets do
not qualify for recognition at the acquisition date. The Group
expects to adopt the amendments prospectively from 1 January
2022. Since the amendments apply prospectively to business
combinations for which the acquisition date is on or after the
date of first application, the Group will not be affected by these
amendments on the date of transition.
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2.3Issued but not yet effective Hong Kong

108

financial reporting standards (continued)

Amendments to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and
HKFRS 16 address issues not dealt with in the previous
amendments which affect financial reporting when an existing
interest rate benchmark is replaced with an alternative RFR. The
Phase 2 amendments provide a practical expedient to allow the
effective interest rate to be updated without adjusting the
carrying amount when accounting for changes in the basis for
determining the contractual cash flows of financial assets and
liabilities, if the change is a direct consequence of the interest
rate benchmark reform and the new basis for determining the
contractual cash flows is economically equivalent to the previous
basis immediately preceding the change. In addition, the
amendments permit changes required by the interest rate
benchmark reform to be made to hedge designations and
hedge documentation without the hedging relationship being
discontinued. Any gains or losses that could arise on transition
are dealt with through the normal requirements of HKFRS 9 to
measure and recognise hedge ineffectiveness. The amendments
also provide a temporary relief to entities from having to meet
the separately identifiable requirement when an RFR is
designated as a risk component. The relief allows an entity,
upon designation of the hedge, to assume that the separately
identifiable requirement is met, provided the entity reasonably
expects the RFR risk component to become separately
identifiable within the next 24 months. Furthermore, the
amendments require an entity to disclose additional information
to enable users of financial statements to understand the effect
of interest rate benchmark reform on an entity’s financial
instruments and risk management strategy. The amendments are
effective for annual periods beginning on or after 1 January
2021 and shall be applied retrospectively, but entities are not
required to restate the comparative information. 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
financial reporting standards (continued)

Amendments to HKFRS 10 and HKAS 28 (2011) address an
inconsistency between the requirements in HKFRS 10 and in
HKAS 28 (2011) in dealing with the sale or contribution of
assets between an investor and its associate or joint venture.
The amendments require a full recognition of a gain or loss
when the sale or contribution of assets between an investor and
its associate or joint venture constitutes a business. For a
transaction involving assets that do not constitute a business, a
gain or loss resulting from the transaction is recognised in the
investor’s profit or loss only to the extent of the unrelated
investor's interest in that associate or joint venture. The
amendments are to be applied prospectively. The previous
mandatory effective date of amendments to HKFRS 10 and
HKAS 28 (2011) was removed by the HKICPA in January 2016
and a new mandatory effective date will be determined after
the completion of a broader review of accounting for associates
and joint ventures. However, the amendments are available for
adoption now.

Amendments to HKAS 1 clarify the requirements for classifying
liabilities as current or non-current. The amendments specify that
if an entity’s right to defer settlement of a liability is subject to
the entity complying with specified conditions, the entity has a
right to defer settlement of the liability at the end of the
reporting period if it complies with those conditions at that
date. Classification of a liability is unaffected by the likelihood
that the entity will exercise its right to defer settlement of the
liability. The amendments also clarify the situations that are
considered a settlement of a liability. The amendments are
effective for annual periods beginning on or after 1 January
2023 and shall be applied retrospectively. Earlier 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

110

financial reporting standards (continued)

Amendments to HKAS 16 prohibit an entity from deducting
from the cost of an item of property, plant and equipment any
proceeds from selling items produced while bringing that asset
to the location and condition necessary for it to be capable of
operating in the manner intended by management. Instead, an
entity recognises the proceeds from selling any such items, and
the cost of those items, in profit or loss. The amendments are
effective for annual periods beginning on or after 1 January
2022 and shall be applied retrospectively only to items of
property, plant and equipment made available for use on or
after the beginning of the earliest period presented in the
financial statements in which the entity first applies the
amendments. Earlier application is permitted. The amendments
are not expected to have any significant impact on the Group’s
financial statements.

Amendments to HKAS 37 clarify that for the purpose of
assessing whether a contract is onerous under HKAS 37, the
cost of fulfilling the contract comprises the costs that relate
directly to the contract. Costs that relate directly to a contract
include both the incremental costs of fulfilling that contract
(e.g., direct labour and materials) and an allocation of other
costs that relate directly to fulfilling that contract (e.g., an
allocation of the depreciation charge for an item of property,
plant and equipment used in fulfilling the contract as well as
contract management and supervision costs). General and
administrative costs do not relate directly to a contract and are
excluded unless they are explicitly chargeable to the
counterparty under the contract. The amendments are effective
for annual periods beginning on or after 1 January 2022 and
shall be applied to contracts for which an entity has not yet
fulfilled all its obligations at the beginning of the annual
reporting period in which it first applies the amendments. Earlier
application is permitted. Any cumulative effect of initially
applying the amendments shall be recognised as an adjustment
to the opening equity at the date of initial application without
restating the comparative information. 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
financial reporting standards (continued)

Annual Improvements to HKFRSs 2018-2020 sets out
amendments to HKFRS 1, HKFRS 9, lllustrative Examples
accompanying HKFRS 16, and HKAS 41. Details of the
amendments that are expected to be applicable to the Group
are as follows:

e HKFRS 9 Financial Instruments: clarifies the fees that an
entity includes when assessing whether the terms of a new
or modified financial liability are substantially different from
the terms of the original financial liability. These fees
include only those paid or received between the borrower
and the lender, including fees paid or received by either the
borrower or lender on the other’s behalf. An entity applies
the amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual
reporting period in which the entity first applies the
amendment. The amendment is effective for annual periods
beginning on or after 1 January 2022. Earlier application is
permitted. The amendment is not expected to have a
significant impact on the Group’s financial statements.

e HKFRS 16 Leases: removes the illustration of payments from
the lessor relating to leasehold improvements in lIllustrative
Example 13 accompanying HKFRS 16. This removes
potential confusion regarding the treatment of lease
incentives when applying HKFRS 16.
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2.4Summary of significant accounting

112

policies
Investments in associates and joint ventures

An associate is an entity in which the Group has a long term
interest of generally not less than 20% of the equity voting
rights and over which it is in a position to exercise significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of the investee, but is
not control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the
parties that have joint control of the arrangement have rights to
the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require the unanimous consent of the parties sharing control.

The Group's investments in associates and joint ventures are
stated in the consolidated statement of financial position at the
Group’s share of net assets under the equity method of
accounting, less any impairment losses. Adjustments are made to
bring into line any dissimilar accounting policies that may exist.
The Group’s share of the post-acquisition results and other
comprehensive income of associates and joint ventures is
included in the consolidated statement of profit or loss and
consolidated other comprehensive income, respectively. In
addition, when there has been a change recognised directly in
the equity of the associate or joint ventures, the Group
recognises its share of any changes, when applicable, in the
consolidated statement of changes in equity. Unrealised gains
and losses resulting from transactions between the Group and
its associates or joint ventures are eliminated to the extent of
the Group’s investments in the associates or joint ventures,
except where unrealised losses provide evidence of an
impairment of the assets transferred. Goodwill arising from the
acquisition of associates or joint ventures is included as part of
the Group’s investments in associates or joint ventures.
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2.4Summary of significant accounting policies
(continued)

Investments in associates and joint ventures (continued)

If an investment in an associate becomes an investment in a
joint venture or vice versa, the retained interest is not
remeasured. Instead, the investment continues to be accounted
for under the equity method. In all other cases, upon loss of
significant influence over the associate or joint control over the
joint venture, the Group measures and recognises any retained
investment at its fair value. Any difference between the carrying
amount of the associate or joint ventures upon loss of
significant influence or joint control and the fair value of the
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2.4Summary of significant accounting policies
(continued)

Fair value measurement

The Group measures its equity investments at fair value at the
end of each reporting period. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the
measurement date. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the
liability takes place either in the principal market for the asset or
liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal or
the most advantageous market must be accessible by the
Group. The fair value of an asset or a liability is measured using
the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants
act in their economic best interest.

A fair value measurement of a non-financial asset takes into
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.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within the
fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as a

whole:

Level 1 — based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either directly or
indirectly

Level 3 — based on valuation techniques for which the

lowest level input that is significant to the fair
value measurement is unobservable
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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)

(i)

(iii)

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

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)

(i)

(iii)

(iv)

(vi)

(vii)

the entity and the Group are members of the same
group;

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

the entity and the Group are joint ventures of the same
third party;

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

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

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

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

118

(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
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit or
loss in the period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a major
inspection is capitalised in the carrying amount of the asset as a
replacement. Where significant parts of property, plant and
equipment are required to be replaced at intervals, the Group
recognises such parts as individual assets with specific useful
lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off
the cost of items of property, plant and equipment to its
residual value over its estimated useful lives. The principal useful
lives used for this purpose are as follows:

—  Buildings situated on leasehold land are depreciated over
the shorter of the unexpired term of lease and their
estimated useful lives, being no more than 50 years after
the date of completion.

—  Plant and machinery 6 to 25 years

—  Other fixed assets 3 to 5 years
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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 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

120

(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

Research and development costs

All research costs are charged to the statement of profit or loss
as incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and
its ability to use or sell the asset, how the asset will generate
future economic benefits, the availability of resources to
complete the project and the ability to measure reliably the
expenditure during the development. Product development
expenditure which does not meet these criteria is expensed
when incurred.

Deferred development costs are stated at cost less any
impairment losses and are amortised using the straight-line basis
over the commercial lives of the underlying products not
exceeding five to seven years, commencing from the date when
the products are put into commercial production.
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2.4Summary of significant accounting policies
(continued)

Leases

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.

(a) Right-of-use assets
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Right-of-use assets are recognised at the commencement
date of the lease (that is the date the underlying asset is
available for use). Right-of-use assets are measured at cost,
less any accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of lease
liabilities. The cost of right-of-use assets includes the
amount of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before the
commencement date less any lease incentives received.
Right-of-use assets are depreciated on a straight-line basis
over the shorter of the lease terms and the estimated
useful lives of the assets as follows:

Leasehold lands 20 to 50 years

Plant and machinery 2 to 6 years

Buildings 2 to 10 years
If ownership of the leased asset transfers to the Group by
the end of the lease term or the cost reflects the exercise
of a purchase option, depreciation is calculated using the
estimated useful life of the asset.
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2.4Summary of significant accounting policies
(continued)

122

Leases (continued)

(b) Lease liabilities

(c)

Lease liabilities are recognised at the commencement date
of the lease at the present value of lease payments to be
made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any
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
lease term reflects the Group exercising the option to
terminate the lease. The variable lease payments that do
not depend 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.

In calculating the present value of lease payments, the
Group uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in
the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in lease
payments (e.g., a change to future lease payments resulting
from a change in an index or rate) or a change in
assessment of an option to purchase the underlying asset.

Short-term leases

The Group applies the short-term lease recognition
exemption to its short-term leases of machinery and
equipment (that is those leases that have a lease term of
12 months or less from the commencement date and do
not contain a purchase option). Lease payments on short-
term leases and leases of low-value assets are recognised as
an expense on a straight-line basis over the lease term.
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2.4Summary of significant accounting policies
(continued)

Leases (continued)
Group as a lessor

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

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

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value through
other comprehensive income, and fair value through profit or
loss.

The classification of financial assets at initial recognition
depends on the financial asset's contractual cash flow
characteristics and the Group’s business model for managing
them. With the exception of trade receivables that do not
contain a significant financing component or for which the
Group has applied the practical expedient of not adjusting the
effect of a significant financing component, the Group initially
measures at its fair value, plus in the case of a financial asset
not at fair value through profit or loss, transaction costs. Trade
receivables that do not contain a significant financing
component or for which the Group has applied the practical
expedient are measured at the transaction price determined
under HKFRS 15 in accordance with the policies set out for
"Revenue recognition” below.
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2.4Summary of significant accounting policies
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(continued)
Investments and other financial assets (continued)
Initial recognition and measurement (continued)

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

The Group’s business model for managing financial assets refers
to how it manages its financial assets in order to generate cash
flows. The business model determines whether cash flows will
result from collecting contractual cash flows, selling the financial
assets, or both. Financial assets classified and measured at
amortised cost are held within a business model with the
objective to hold financial assets in order to collect contractual
cash flows, while financial assets classified and measured at fair
value through other comprehensive income are held within a
business model with the objective of both holding to collect
contractual cash flows and selling. Financial assets which are not
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
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by
regulation or convention in the marketplace.

Subsequent measurement

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

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured
using the effective interest method and are subject to
impairment. Gains and losses are recognised in the statement of
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

126

(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

128

(continued)
Impairment of financial assets

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

General approach

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

At each reporting date, the Group assesses whether the credit
risk on a financial instrument has increased significantly since
initial recognition. When making the assessment, the Group
compares the risk of a default occurring on the financial
instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial
recognition and considers reasonable and supportable
information that is available without undue cost or effort,
including historical and forward-looking information.

For debt investments at fair value through other comprehensive
income, the Group applies the low credit risk simplification. At
each reporting date, the Group evaluates whether the debt
investments are considered to have low credit risk using all
reasonable and supportable information that is available without
undue cost or effort. In making that evaluation, the Group
reassesses the external credit ratings of the debt investments. In
addition, the Group considers that there has been a significant
increase in credit risk when contractual payments are more than
30 days past due.
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2.4Summary of significant accounting policies
(continued)

Impairment of financial assets (continued)

The Group considers a financial asset in default when
contractual payments are 90 days past due. However, in certain
cases, the Group may also consider a financial asset to be in
default when internal or external information indicates that the
Group is unlikely to receive the outstanding contractual amounts
in full before taking into account any credit enhancements held
by the Group. A financial asset is written off when there is no
reasonable expectation of recovering the contractual cash flows.

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.

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

Stage 2 — Financial instruments for which credit risk has
increased significantly since initial recognition but
that are not credit-impaired financial assets and
for which the loss allowance is measured at an
amount equal to lifetime ECLs

Stage 3 — Financial assets that are credit-impaired at the
reporting date (but that are not purchased or
originated credit-impaired) and for which the loss
allowance is measured at an amount equal to
lifetime ECLs
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2.4Summary of significant accounting policies

130

(continued)
Impairment of financial assets (continued)
Simplified approach

For trade receivables and contract assets that do not contain a
significant financing component or when the Group applies the
practical expedient of not adjusting the effect of a significant
financing component, the Group applies the simplified approach
in calculating ECLs. Under the simplified approach, the Group
does not track changes in credit risk, but instead recognises a
loss allowance based on lifetime ECLs at each reporting date.
The Group has established a provision matrix that is based on its
historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

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

Financial liabilities
Initial recognition and measurement

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

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

The Group’s financial liabilities include trade and other payables,
an amount due to the ultimate holding company, derivative
financial instruments and interest-bearing bank and other
borrowings.
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2.4Summary of significant accounting policies
(continued)

Financial liabilities (continued)
Subsequent measurement

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

Financial liabilities at amortised cost (loans and borrowings)

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
or premium on acquisition and fees or costs that are an integral
part of the effective interest rate. The effective interest rate
amortisation is included in finance costs in the statement of
profit or loss.

Financial guarantee contracts

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

240000000 Qooo

oddooo

O

O
O

OO0ooo OOo0oogoog o

s

Oo0ooooooo o™

ogoao

ood
oo

ooao

ogoao
goao

oooboooooboooooboobooao

ooooooobooooooo

goooobooooboooooao
gooooobooooooooao

ooboooooooocooobooboooooao

oood
ooao

[
O ooao

Ooooo o

O
O
oo

OOo0oooooo ™
OoooooOoo o

obooboooooboooooooao
ooooooo

gooooooobooobooooao
gooooooobooooooao
goooobooooboooooao
oo

oo

oooooocooooooood
gooooooobooobooooao
goooooobooooboo
goboooboobobooboo
goboooboobobooboo
goooobooooboooooao
oo@Gooooooooooooo
ooooooomo@ooooo

bocoooooooooooooooo

ANNUAL REPORT 2020 0 O 131



AV AY AN VY A
IN/N X<

S ™ 4

-
-

Notes to Consolidated Financial Statements
1 T e e A e

31 December20200 000 00000O0OOOOO
(Expressed in Renminbi unless otherwise indicated) [ 0 0 0D 0 00000000000

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

(continued)

Derecognition of financial liabilities oooooooo

A financial liability is derecognised when the obligation under 000000000 oooDooooooon
the liability is discharged or cancelled, or expires. 0Oo0ooooooooo

When an existing financial liability is replaced by another from Oooouooooooooooooooo
the same lender on substantially different terms, or the terms of 00o000ooooooooooooooao
an existing liability are substantially modified, such an exchange 000Do0o0ooDooooDoooooooon
or modification is treated as a derecognition of the original OO0oooooooooooooooogo
liability and a recognition of a new liability, and the difference oooooo

between the respective carrying amounts is recognised in the

statement of profit or loss.

Offsetting of financial instruments Oooooo

Financial assets and financial liabilities are offset and the net 0o0oo0ooo0ooDoooUooooooooo
amount is reported in the statement of financial position if ooooooooooooooooooon
there is a currently enforceable legal right to offset the 0O00o0oooooooooooooooan
recognised amounts and there is an intention to settle on a net gdooooooooog

basis, or to realise the assets and settle the liabilities

simultaneously.

Inventories 00

Inventories are stated at the lower of cost and net realisable Oo0oUouooooooooooooooo
value. Cost is determined on the weighted average basis and, in Od0o0oo0ooooooooooooooao
the case of work in progress and finished goods, comprises oodo0oO0ooO00ooOoOooOoOooooooo
direct materials, direct labour and an appropriate proportion of O0o0oooooooooooooooon
overheads. Net realisable value is based on estimated selling O0oooooooooooooog
prices less any estimated costs to be incurred to completion and

disposal.

Cash and cash equivalents oooooooo

For the purpose of the consolidated statement of cash flows, 0000000 0ooOoooooooooon
cash and cash equivalents comprise cash on hand and demand 0000000 o0oooooooooooon
deposits, and short term highly liquid investments that are 00000 0oooDooDoDooooooon
readily convertible into known amounts of cash, are subject to Oooouooooooooooooooo
an insignificant risk of changes in value, and have a short 000000000 oooDooooooon
maturity of generally within three months when acquired, less 0Oo0oooooooooo

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 0000000 0ooOoooooooooon
position, cash and cash equivalents comprise cash on hand and 000000000 oooDooooooon
at banks, including term deposits, and assets similar in nature to 0000o00oooDoooooooog

cash, which are not restricted as to use.
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2.4Summary of significant accounting policies
(continued)

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.

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.

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, for 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

134

(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)

I[ncome 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, and 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

136

(continued)
Income tax (continued)

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

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.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers at
an amount that reflects the consideration to which the Group
expects to be entitled in exchange for those goods or services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to which the
Group will be entitled in exchange for transferring the goods or
services to the customer. The variable consideration is estimated
at contract inception and constrained until it is highly probable
that a significant revenue reversal in the amount of cumulative
revenue recognised will not occur when the associated
uncertainty with the variable consideration is subsequently
resolved.

SOLARGIGA ENERGY HOLDINGS LIMITED 0000000000

240000000 Oooo

O

O
O
O
O

Oooooogoog

Oooo o

OOoooOooo

Odooo

oooooooooooobobbooo
goooooobooooboobbooo
obooobooooobobooooobooo
ooooooogoog

obooobooooobobooooobooo
gooooooboooooobbooo
obooobooooobobooooobooo
gooooooboooooobbooo
gooooooboooboobbooo
obooobooooobobooooobooo
gooooboooooobooDboo
oooooooooooobobbooo

gdgd
gooooocooo

ocooooooooooobooooooo
ocooooooooooobooooooo
oooocoooocoooooooboo

oboooboooobooooooooooboo
ocooooooooooobooooooo
obooobooooooboobooooo
ooboobooooobooboobOooooo
obooboooooobooboobooooo
ooood



Notes to Consolidated Financial Statements
0 )

31December20200 0 D 0D O O0O0OO0OOOOOOO
(Expressed in Renminbi unless otherwise indicated) D 0 O 0 0 00 000000000

2.4Summary of significant accounting policies
(continued)

Revenue recognition (continued))
Revenue from contracts with customers (continued))

When the contract contains a financing component which
provides the customer with a significant benefit of financing the
transfer of goods or services to the customer for more than one
year, revenue is measured at the present value of the amount
receivable, discounted using the discount rate that would be
reflected in a separate financing transaction between the Group
and the customer at contract inception. When the contract
contains a financing component which provides the Group with
a significant financial benefit for more than one year, revenue
recognised under the contract includes the interest expense
accreted on the contract liability under the effective interest
method. For a contract where the period between the payment
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

Revenue from the sale of industrial products is recognised
at the point in time when control of the asset is transferred
to the customer, generally on acceptance of the industrial
products by customers.

(i) Processing services

Revenue from the processing services rendered is recognised
over time, using an input method to measure progress
towards complete satisfaction of the service, because the
Group's performance does not create an asset with an
alternative use and the Group has an enforceable right to
payment for performance completed to date. The input
method recognises revenue based on the proportion of the
actual costs incurred relative to the estimated total costs for
satisfaction of the processing services.

(iif) Construction services

Revenue from the construction services is recognised over
time, using an input method to measure progress towards
complete satisfaction of the service, because the Group’s
performance creates or enhances an asset that the
customer controls as the asset is created or enhanced. The
input method recognises revenue based on the proportion
of the actual costs incurred relative to the estimated total
costs for satisfaction of the construction services.
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2.4Summary of significant accounting policies

138

(continued)
Revenue recognition (continued)
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.

Other income

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.

Dividend income is recognised when the shareholders’ right to
receive 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.

Contract assets

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.

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).
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2.4Summary of significant accounting policies
(continued)

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.

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.

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.
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2.4Summary of significant accounting policies

140

(continued)
Foreign currencies (continued)

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).

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.
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2.4Summary of significant accounting policies
(continued)

Foreign currencies (continued)

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.

3. Significant accounting judgments and
estimates

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets
and liabilities, and their accompanying disclosures, and the
disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could
require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key
sources of estimation uncertainty at the end of the reporting
period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year, are described below.

(@) Useful lives of property, plant and equipment

Property, plant and equipment are depreciated on a
straight-line basis over the estimated useful life of each
asset, after taking into account the estimated residual
value. Management reviews annually the useful life of an
asset and its residual value, if any. Both the period and
methods of depreciation are reviewed annually. The
depreciation expenses for future periods are adjusted if
there are significant changes from previous estimates.
Further details are given in note 14 to the financial
statements.
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3. Significant accounting judgments and
estimates (continued)

Estimation uncertainty (continued)

142

(b)

Impairment of non-financial assets

Management assesses whether there are any indicators of
impairment for non-financial assets at the end of each
reporting period. Other non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. An impairment exists
when the carrying value of an asset or a cash-generating
unit exceeds its recoverable amount, which is the higher of
its fair value less costs of disposal and its value in use. The
calculation of the fair value less costs of disposal is based
on observable market prices less incremental costs for
disposing of the asset. When value in use calculations are
undertaken, management must estimate the expected
future cash flows from the asset or cash-generating unit
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.

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.
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3. Significant accounting judgments and
estimates (continued)

Estimation uncertainty (continued)

(©

Provision for expected credit losses on trade receivables and
contract assets (continued)

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, bills receivables and
contract assets are disclosed in note 23 to the financial
statements, respectively.

Leases — Estimating the incremental borrowing rate

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)

144

(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
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3. Significant accounting judgments and
estimates (continued)

Estimation uncertainty (continued)

(9)

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 2020 was RMB9,662,000 (2019:
RMB16,573,000). Further details are disclosed in note 21 to
the financial statements.

Provision for warranties

The Group provides warranties for its photovoltaic modules
for up to 25 years after sales have taken place. Due to
limited warranty claims history, management estimates
warranty based on the Group’s historical cost data, industry
data and an assessment of the history of warranty claims of
the Group’s competitors. The warranty obligation of the
Group will be affected not only by the product failure
rates, but also by costs incurred to repair or replace failed
products. If the actual product failure rates and the costs of
replacement or repairing of failed products differ from the
estimates, the Group will need to prospectively revise the
provision for warranties which would affect profit or loss in
future years. Further details of the Group’s provision for
warranties are given in note 31 to the financial statements.
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3.
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Significant accounting judgments and
estimates (continued)

Estimation uncertainty (continued)
(i) Development costs

Development costs are capitalised in accordance with the
accounting policy for research and development costs in
note 2.4 to the financial statements. Determining the
amounts to be capitalised requires management to make
assumptions regarding the expected future cash generation
of the assets, discount rates to be applied and the expected
period of benefits. During the year 2020, no development
cost was capitalised (2019: Nil).

Operating segment information

In a manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation and
performance assessment, the Group has identified four
reportable segments:

(i) the manufacture of, trading of, and provision of processing
services for monocrystalline silicon solar ingots/wafers
(“Segment A");

(i) the manufacture and trading of photovoltaic modules
("Segment B");

(iii) the manufacture and trading of monocrystalline silicon solar
cells (“Segment C");

(iv) the construction and operation of photovoltaic power plants
("Segment D").

No operating segments have been aggregated to form these
reportable segments. Comparative figures have been provided
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)
(a) Segment results, assets and liabilities

For the purpose of assessing segment performance and
allocating resources between segments, the Group’s most
senior executive management monitors the results, assets
and liabilities attributable to each reportable segment on
the basis as they are presented in the Group’s financial
statements.

4. 0 00O

- 5 4

ar ¥ N

AT N

U0 UOooo
() D0Ooooooooao

gooooooobboooobooo
oobooooboooboooboooon
gbobobooboobOoboboooon
gbobobooooobooboom

Intersegment sales and transfers are transacted with 0O0oo0ooooDoooOooooooao
reference to the selling prices used for sales made to third 0O0o00oo0ooooooooooo
parties at the then prevailing market prices.
Information regarding the Group's reportable segments as oooooooooooooooo
provided to the Group’s most senior executive management 0O0oo0ooooDoooOooooooao
for the years ended 31 December 2020 and 2019 is set out 0O0oo0ooooDoooOooooooao
below: oooooood
Segment A Segment B Segment C Segment D Total
OC0A oos goc 0op
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
0oooo 0oooo 0oooo 0oooo 0oooo
Rupoo0 JECON  Rveooo RO Rvzooo JEENUGOON  Avzooo VOO Rveoo VGO
goooo poooo goooo poooo goooo poooo goooo poooo goooo poooo
Revenue from external customers 000000000 1709095 1154836 42265 3199102 59,822 45,173 10,383 B4 G5 4425552
Inersegment revenue 0oooo 27278 W78 062838 12768 405,740 383001 12,30 287 268818 191128
Reportable segment revenue hilifshilifs 1916318 145263 63BA% 446730 465,562 8174 273 9266 82 63795
Reportable segment profit/(loss) 0oo0oo0Ooooo 64,416 (324,732) (165,584) 21434 (85,889) (39,139) (9,310) (11,921) (196,367) (354,358)
Reportable segment asets 0000000 224286 167810 2805411 201964 393,364 521575 188642 190093 SE0T 442380
Reportable segment liabilities pooooog 2,195,720 1,112,721 2,729,005 1,885,913 230,847 270,664 106,135 104,310 5261,707 3973614
Segment A Segment B Segment C Segment D Total
OC0A oos ooc 0op
019 019 019 019 019
ooooo ooooo ooooo ooooo ooooo
RIB000 RIB000 RIB000 RIB000 RIB000
poooo poooo poooo poooo poooo
Other seqment information: ooooooo
Interest income from bank deposits 0oo0ooooon 4,808 6,516 8,992 5172 40 6 46 46 13,886 11,740
Finance costs 0ooo (83793) (64816) (#117) (39,166) (14537) (133%) (6,709) (575)  (1331%) (13,130
Deprecation and amortisation 0oooo (196683 (134172 (99421) (13726) (12850) (30,755) @) (9 @B (390

*

gooooooooOooooooooo

ooooo
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4. Operating segment information (continued)
(b) Geographic information

Substantially all of the Group’s property, plant and
equipment, right-of-use assets, intangible assets and
interests in associates are located or operated in Mainland
China.

The following table sets out information about the Group's
revenue from external customers by geographical location.
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

4. 000 00O Oooo
(b) DODOO

goboobooobooboooooon
gobooobooooboooobooooD

gbobobogoog

gobooobooooboooobooooD
goooooooboboOoooooobooD

obobooooooo

() DOoOooUoOoOoOoo

2020 2019

ooood ooood

RMB’000 RMB’000

ooood ooood

Mainland China oooo 4,634,081 3,273,758
Export sales oooo

- Japan -00 1,144,637 783,353

— South Asia -0ooogo 232,092 349,266

— Europe -00 38,444 17,060

— Others -00 2,702 2,115

Sub-total oo 1,417,875 1,151,794

Total oo 6,051,956 4,425,552
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4. Operating segment information (continued)
(b) Geographic information (continued)
(ii) Information about major customers

For the year ended 31 December 2020, revenue from a
single customer, including a group of entities which are
known to be under common control with that
customer, which amounted to 10% or more to the

4. 000 00O Oooo
(b) O OO OoOO
(iy oooooDoo

gooboboooooobboooo
goocobooooboooooooo
gooooboooooogooooo
Oo0oOoooo1%ooooooo

Group's total revenue, is set out below: oo

2020 2019
ooooo goood
RMB’000 RMB’000
ooooo goood

Customer A OOA
— From Segment A —QO0oooaA 289,057 96,755
— From Segment B —QopoooB 1,862,619 776,605
2,151,676 873,360
2020 2019
ooooo ooooo
RMB’000 RMB’000
ooooo ooooo

Customer B ooB
— From Segment B —QOooooB 1,082,668 559,325
— From Segment C —gopooc — 31,775
1,082,668 591,100
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5. Revenue 5. OO
An analysis of revenue is as follows: ooooooo
2020 2019
ogoooa goooad
RMB’000 RMB’000
ogoooa goooad
Revenue from contracts with customers oooooooooo
Sales of monocrystalline silicon solar ingots/ oooooooooood
wafers 1,706,374 1,106,209
Sales of monocrystalline silicon solar cells gooooobooooao 59,822 45,173
Sales of photovoltaic modules gooooao 3,828,264 2,898,479
Sales of electricity generated oooo 577 3,982
Construction services ogooao 9,806 22,459
Rendering of services gooo 447,113 349,250
6,051,956 4,425,552
Revenue from contracts with customers Ooooooooono
(i) Disaggregated revenue information () DODOOO
For the year ended 31 December 2020 000000000 00ooooooan

Construction
and operation

Silicon of
solar ingots/  Photovoltaic Silicon  photovoltaic
modules solar cells power plants
ooo
oooooa
RMB’000
goooo
Types of goods and service oooooooo
Sales of industrial products gooooo 1,706,374 3,828,264 59,822 577 5,595,037
Processing service oooo 2,721 444,392 — — 447,113
Construction services 0oooo = = = 9,806 9,806
Total oo 1,709,095 4,272,656 59,822 10,383 6,051,956
Geographic market ooooo
Mainland China gooo 1,706,106 2,857,773 59,819 10,383 4,634,081
Japan oo 177 1,144,457 3 = 1,144,637
South Asia oooo = 232,092 = = 232,092
Europe oo 110 38,334 = = 38,444
Others oo 2,702 = = = 2,702
Total oo 1,709,095 4,272,656 59,822 10,383 6,051,956
Timing of revenue recognition oooooo
Goods transferred at a point of time oooooooo
oo 1,706,374 3,828,264 59,822 577 5,595,037
Service transferred over time goooooo 2,721 444,392 — 9,806 456,919
Total oo 1,709,095 4,272,656 59,822 10,383 6,051,956
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5. Revenue (continued)
Revenue from contracts with customers (continued)

5. 0 Oooo
O000O000000o0oo

g

(i) Disaggregated revenue information (continued) () DOoOooDoOoooOd
For the year ended 31 December 2019 O0oooooooooooooooao
Construction and
operation of
Silicon solar Photovoltaic photovoltaic
ingots/wafers modules  Silicon solar cells power plants Total
goooooao ooo
oo oooo gooooo gooooo oo
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
goooo ooooa goooo goooo goooa
Types of goods and service gooooooo
Sales of industrial products oooooao 1,106,209 2,898,479 45,173 — 4,049,861
Processing service gooo 39,338 300,623 9,289 — 349,250
Construction services oooo - - - 26,441 26,441
Total 00 1,145,547 3,199,102 54,462 26,441 4,425,552
Geographic market ooooo
Mainland China 0o 1,145,038 2,079,587 22,692 26,441 3,273,758
Japan 0o 12 751,571 31,770 - 783,353
South Asia 00 - 349,266 - - 349,266
Europe oo 497 16,563 - - 17,060
Others 0o — 2,115 — — 2,115
Total 0o 1,145,547 3,199,102 54,462 26,441 4,425,552
Timing of revenue recognition oopoooo
Goods transferred at a point of ooopooooo
time 0o 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 00 1,145,547 3,199,102 54,462 26,441 4,425,552

The following table shows the amounts of revenue
in the current reporting period that were
included in the contract liabilities at the beginning of the
recognised from performance

recognised

reporting period and

obligations satisfied in previous periods:

gooDooooobboooobogo
gooobobOO0o0oooooobooD
gbobooooooooooo
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5. Revenue (continued)
Revenue from contracts with customers (continued)

(i)

Disaggregated revenue information (continued)

5. 0 Oooo
OO0O0O00O0O0O0Q00Oooo

(i)

gbooboooooo

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

Sales of industrial products oooooo

gboooooooobooao
gooooooo

2020 2019
ooooao ooooo
RMB’000 RMB’000
ooooao goooog
265,979 64,466

(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)

oooo
oooobooobooooocooooo

ooooon

gooooobbooooboooooooo
goboboobooooboooooono
oooooooooosoooonoonoo

oooo

gooooobobooooboooooooo
oooooooboogsooeocoboonon

oooo

goooooboooobooooooo
oOooooooosoosocobOoOn

gooooboooooboooooonon
gboboocbooooboobooobo
ooo

Within one year ooo

2020 2019
ooooao ooooo
RMB’000 RMB'000
ooooao goooog
61,318 265,979
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6. Other income and gains, net 6. D000 O0QOooooOanO
2020 2019
ogoooad goooad
RMB’000 RMB’000
ogoooad goooad
Other income oooo
Government grants (note 32) 0000oooas32d 74,567 166,152
Interest income from bank deposits ooooooood 13,886 11,740
88,453 177,892
Other gains/(losses), net Oooomoomoao
Net foreign exchange loss gooooao (41,572) 9,412
Net loss on disposal of property, 00ooooooooo
plant and equipment oooo (22,660) (128,879)
Gain from sales of other materials gooooooo 15,880 216
Gain on remeasurement of fair value of Joooooooooooog
equity investment 1,278 —
Others oo 36,331 (42,671)
(10,743) (161,922)
Other income and gains, net go0ooooooooo 77,710 15,970
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7.

154

Loss before tax

The Group’s loss before tax is arrived at after charging/
(crediting):

gooon
00000000000 0000M

2020 2019
oOoo0oa ooooa
RMB’000 RMB'000
oOoo0oa ooooa
(@) Staff costs* (including Directors’ and
chief executive’s remuneration)
(note 9)
gooo#sa0o00o00o0oooon
ooooOoooed
Salaries, wages and other benefits godoooooooo 242,914 256,061
Contributions to retirement schemes goooooao 10,866 27,663
253,780 283,724
2020 2019
ooooo goooo
RMB’000 RMB'000
ooooo goooo
(b) Auditor's remuneration
ooooo
Audit services oogo 3,321 3,070
Tax services gooo 45 23
Other services oogo = 272
3,366 3,365
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7. Loss before tax (continued)

7. U0 00O Oooo

2020 2019
ooooao ooooo
RMB’000 RMB’000
ooooao ooooo

Other items
oooo

Depreciation of right-of-use assets

Depreciation of property, plant and
equipment?

Provision for warranties

Research and development costs

Impairment losses on financial and
contract assets, net

Impairment of property, plant and
equipment

Impairment losses on prepayment

Net loss on disposal of property,
plant and equipment

Gain on remeasurement of fair value

of equity investment
Cost of inventories sold*
Cost of services rendered*

oooocoooo 11,967 5,715
ooooooooooof
296,974 233,331
gooooao 24,075 18,394
ooooooo 274,910 230,289
oooocoooobcooon
38,598 5,262
oooooooooao
68,587 15,167
oooooooo — 26,975
goooooooooooo
oo 22,660 128,879
ooooooobocooooo
(1,278) —
oopoooo* 5,058,236 3,747,724
ooooooo* 407,868 336,460

Cost of inventories sold and cost of services rendered include, in
aggregate, RMB483,000,000 for the year ended 31 December 2020
(2019: RMB457,668,000), relating to staff costs and depreciation
which amounts are also included in the respective total amounts

disclosed separately above.

# gooooooooooooboOoooonoo
goooooo0oooOo0oooboOoooooo
0000000 D0483,000000000000
000 00o457ee8 00000000000
000000000o0o0o0oo
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8. Finance costs 8. 0ODODO

2020 2019
gooooo goooo
RMB’000 RMB’'000
gooooo goooo

Interest on bank and other loans wholly ooooooooooooon
repayable within five years oooooo 130,821 123,003
Interest on lease liabilities gooooo 2,335 127

Total interest expenses on financial liabilities 0o0ooooooooooon

not at fair value through profit or loss ooooooood 133,156 123,130
9. Directors’ and chief executive’s 9. Jdooooooooo
remuneration
Directors’ and chief executive's remuneration for the year, 0000000000000 0383(1)a)0
disclosed pursuant to the Listing Rules, section 383(1)(a), (b), () bOE@u@MoDooommooooooooo
and (f) of the Hong Kong Companies Ordinance and Part 2 of 000200000000000000000
the Companies (Disclosure of Information about Benefits of ooooooog

Directors) Regulation, is as follows:

2020 2019
ooooo goooog
RMB’000 RMB’000
ooooo goooog

Fees oo 321 4,050
Other emoluments: ooooo

Salaries, allowances and benefits in kind gooooooooao 3,904 257

Retirement scheme contributions gooooo 19 35

3,923 292

4,244 4,342
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9. U0 UU0DDODOOUOUOooo

9. Directors’ and chief executive’s
remuneration (continued)

2020
ooooo
Salaries,
allowances Retirement
and benefits scheme
in kind contributions
oo
ooooano
oo Ooo0ooOO0 OOooOooaao oo
RMB’000 RMB’000 RMB’000 RMB’000
oooono ooooad goooa ogoooad
Executive directors oogo
Tan Wenhua ood = 855 = 855
Tan Xin (chief executive) ooooooo — 1,604 16 1,620
Wang Junze oood o= 750 3 753
Non-executive director ooooao
Hsu You Yuan oono — 695 = 695
Independent non- ooooooo
executive directors
Wong Wing Kuen, Albert ooo 107 — — 107
Fu Shuangye ooo 107 — — 107
Feng Wenli ooo 107 — — 107
Total oo 321 3,904 19 4,244
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