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Clearing Company Limited take no responsibility for the contents of this prospectus, make no representation as to its
accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the section headed “Documents delivered
to the Registrar of Companies in Hong Kong and available for inspection” in Appendix V to this prospectus, has been
registered with the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Registrar of Companies in Hong Kong
and the Securities and Futures Commission of Hong Kong take no responsibility as to the contents of this prospectus or any
of the other documents referred to above.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this
prospectus, including but not limited to the risk factors set out in the section headed “Risk factors” of this prospectus.

Prospective investors of the Offer Shares should note that the Joint Lead Managers (for themselves and on behalf of the
Underwriters) is entitled to terminate the obligations of the Underwriters under the Underwriting Agreements by means of a
notice in writing given by the Joint Lead Managers (for themselves and on behalf of the Underwriters) upon the occurrence
of any of the events set out under the paragraph headed “Grounds for termination” in the section headed “Underwriting” of
this prospectus, at any time prior to 8:00 a.m. (Hong Kong time) on the Listing Date. Should the Joint Lead Managers (for
themselves and on behalf of the Underwriters) terminate the Underwriting Agreements, the Share Offer will not proceed
and will lapse.
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CHARACTERISTICS OF GEM

GEM has been positioned as a market designed to accommodate companies to which
a higher investment risk may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing in such companies and
should make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited to professional and
other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded
on GEM may be more susceptible to higher market volatility than securities traded on the Main
Board and no assurance is given that there will be a liquid market in the securities traded on
GEM.

The principal means of information dissemination on GEM is by publication on the Internet
website operated by the Stock Exchange. Listed companies are not generally required to issue paid
announcements in gazetted newspaper. Accordingly, prospective investors should note that they
need to have access to the Stock Exchange s website at www.hkexnews.hk in order to obtain up-to-
date information on companies listed on GEM.




EXPECTED TIMETABLE

If there is any change to the above following timetable relating to the Share Offer, we will make
an appropriate announcement on the Stock Exchange’s website at www.hkexnews.hk and on our
Company’s website at www.syeamt.com to inform investors accordingly.

2017 (Note 1)
Application lists Open (NOTE 2)........ceeeeeueeeeeiiieeeeiiiieeeeiieeeeeveee e 11:45 a.m. on Wednesday, 12 July

Latest time to lodge WHITE, YELLOW and
BLUE Application Forms (Note 2) ........ccccccevvveevecineeeciieeeennnn. 12:00 noon on Wednesday, 12 July

Application liSts CLOSE ......oevueiriiiiieiieieeee e 12:00 noon on Wednesday, 12 July

(1)  Announcement of:

(i)  thelevel of indication of interest in the Placing;

(i)  the level of application in the Public Offer

(iii) the results of application in respect of the
Public Offer and Preferential Offering; and

(iv) the basis of allocation of Public Offer Shares
and Reserved Shares under the Public Offer
and the Preferential Offering, to be published
on the Stock Exchange’s website
at www.hkexnews.hk (Note 3); and our Company’s
website at www.syeamt.com (Note 4)
ON OF DETOTE ...t raee e Thursday, 20 July

(2)  Announcement of results of allocations
in the Public Offer and the Preferential Offering
(with successful applicants’ identification
document numbers, where applicable)
to be available through a variety of channels
including the websites of the Stock Exchange
at www. hkexnews.hk (Note 3) and the website of
our company at www.syeamt.com (Note 4)
(see the section headed ‘“How to apply for
Public Offer Shares and Reserved Shares — 11. Publication of
results” in this prospectus) from ........cccceeeeeiiiieiiiiii e Thursday, 20 July

A full announcement of the Public Offer and the Preferential
Offering containing (1) and (2) above
to be published on the website of the Stock Exchange
at www.hkexnews.hk (Note 3) and our Company’s website
at www.syeamt.com (Note 4) TrOM.........cccoeviiiiiiiiiiiiiee e Thursday, 20 July
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EXPECTED TIMETABLE

Results of allocations in the Public Offer and the
Preferential Offering will be available
at www.tricor.com.hk/ipo/result with

a ““search by ID”” fUnCtion ON ........cccovvuiiieiriiiieeciiee et

Despatch/collection of share certificates in respect
of wholly or partially successful applications pursuant
to the Public Offer and the Preferential Offering

ON OF DETOTE (INOLE 5) .vvveveeeiieeieee ettt st

Despatch of refund cheques in respect of wholly or partially
unsuccessful application for

the Public Offer and the Preferential Offering (Note 6) ..........cccoeeuveeeen....

Dealing in the Shares on GEM to commence

At 9:00 Q.M. ON (NOLE 7) weveeeieeeeeiieee ettt ite e vte e e rae e e eaae e e

Notes:

Thursday, 20 July

Thursday, 20 July

Thursday, 20 July

................. Friday, 21 July

I. All times and dates refer to Hong Kong local times and dates.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number eight or above in force in Hong Kong at any
time between 9:00 a.m. and 12:00 noon on Wednesday, 12 July 2017, the application lists will not open. Further information is
set out in the paragraph headed “Effect of bad weather on the opening of the application lists’” under the section headed “How to
apply for the Reserved Shares” in this prospectus.

The announcement will be available for viewing on the “Growth Enterprise Market — Allotment of Results” page on the Stock
Exchange’s website at www.hkexnews.hk and our Company’s website at www.syeamt.com.

None of the website or any of the information contained on the website forms part of this prospectus.

Applicants who apply with WHITE and BLUE Application Forms for 1,000,000 or more Public Offer Shares or Reserved Shares
under the Public Offer or the Preferential Offering and have provided all information required by their Application Forms may
collect their refund cheques and share certificates (as applicable) in person from our Hong Kong Branch Share Registrar, Tricor
Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong from 9:00 a.m. to 1:00 p.m. on
Thursday, 20 July 2017.

Applicants being individuals who are eligible for personal collection must not authorise any other person to make collection on
their behalf. Applicants being corporations who are eligible for personal collection must attend by their authorised representatives
bearing a letter of authorisation from their corporation stamped with the corporation’s chop. Both individuals and authorised
representatives of corporations must produce, at the time of collection, identification and (where applicable) documents acceptable
to our Hong Kong Branch Share Registrar.

Applicants who apply with YELLOW Application Forms for 1,000,000 or more Public Offer Shares under the Public Offer and
have provided all information required by their Application Forms may collect their refund cheques (where relevant) in person but
may not collect their share certificates, which will be deposited into CCASS for credit to their designated CCASS Participants’
stock accounts or CCASS Investor Participant stock accounts, as appropriate. The procedures for collection of refund cheques for
YELLOW Application Form applicants are the same as those for WHITE Application Form applicants.
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EXPECTED TIMETABLE

6. Refund cheques will be issued in respect of wholly or partially unsuccessful applications. Part of your Hong Kong identity card
number/passport number, or, if you are joint applicants, part of the Hong Kong identity card number/passport number of the first-
named applicant, provided by you may be printed on your refund cheque, if any. Such data would also be transferred to a third
party to facilitate your refund. Your banker may require verification of your Hong Kong identity card number/passport number
before encashment of your refund cheque. Inaccurate completion of your Hong Kong identity card number/passport number may
lead to delay in encashment of your refund cheque or may invalidate your refund cheque. Further information is set out in the
section headed “How to apply for Public Offer Shares and Reserved Shares” in this prospectus.

7. Share certificates for the Offer Shares allotted and issued to the placees are expected to be deposited directly into CCASS on or
about Thursday, 20 July 2017 for credit to the relevant CCASS Participants’ or the CCASS Investor Participants’ stock accounts
designated by the Joint Lead Managers (for themselves and on behalf of the Underwriters), the placees or their agents (as the case
may be). No temporary documents or evidence of title will be issued by our Company.

If there is any change to the above expected timetable, we will make an appropriate
announcement on the Stock Exchange’s website at www. hkexnews.hk and on our Company’s website
at www.syeamt.com to inform investors accordingly.

Details of the structure of the Share Offer, including its conditions, are set out in the section
headed “Structure and conditions of the Share Offer” of this prospectus.
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IMPORTANT NOTICE TO INVESTORS

This prospectus is issued by our Company solely in connection with the Share Offer and
does not constitute an offer to sell or a solicitation of an offer to buy any security other than the
Offer Shares offered by this prospectus. This prospectus may not be used for the purpose of and
does not constitute an offer to sell or a solicitation of an offer in any other jurisdiction or in any
other circumstances. No action has been taken to permit a Share Offer of the Offer Shares or the
distribution of this prospectus in any jurisdiction other than Hong Kong.

You should rely only on the information contained in this prospectus to make your
investment decision. We, the Sole Sponsor, the Joint Bookrunners, the Joint Lead Managers and
the Underwriters have not authorised anyone to provide you with information that is different
from what is contained in this prospectus. Any information or representation not contained in this
prospectus must not be relied on by you as having been authorised by us, the Sole Sponsor, the
Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of their respective directors,
officers, employees, agents or representatives, or any other person or party involved in the Share

Offer.

The contents of our Company’s website at www.syeamt.com do not form part of this
prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus.
As this is a summary, it does not contain all the information that may be important to you. You
should read the whole prospectus before you decide to invest in the Offer Shares. There are risks
associated with any investment in companies listed on GEM. Some of the particular risks relating
to investing in the Offer Shares are set out in the section headed “Risk factors”. You should read
that section carefully before you decide to invest in the Offer Shares. Various expressions used in
this summary are defined in the sections headed “Definitions” and “Glossary” of this prospectus.

BUSINESS MODEL

We established Singyes Applicable Materials, our key operating subsidiary in the PRC, in 2010
and commenced our operations in 2011. We:

(i)  manufacture and sell 70 film which can be applied for use in a variety of products
including smart phones, GPS systems and other touch-screen devices and equipment;
and

(il)  carry out the research and development, production and sale of:

. Smart Light-adjusting Film, which can be switched from a milky, cloudy,
translucent and opaque state into a colourless and transparent state when
electricity is applied to it, and may be applied to windows and glass to control the
passing-through of light;

. Smart Light-adjusting Glass, which permits a user to control the permeability of
light through the glass by adjusting the voltage of electricity applied to the Smart
Light-adjusting Film fixed therein; and

. Smart Light-adjusting Projection System, which projects visual images onto
projection screen made using Smart Light-adjusting Products which is opaque
when power source is not applied to it.

Our business model is summarised in the following flow chart:

Product Examples of end-users

Touch-screen device
.| manufacturers for applications in

ITO film — . P
automobile navigation systems
L and hand-held devices )
used as raw materials
A4

Externally ) Smaft ) \
sourced raw nghlfa.d_]ustmg >
materials Fim Construction companies,

building contractors of
developers for applications
in hotels and building

lused as raw materials
Smart
Light-adjusting

Glass

S[eLIdIRW[ MBI SB pasn

lused as raw materials

Smart < ( Construction companies,
Light-adjusting contractors for installation of
Projection "l nome entertainment systems
System and commercial advertisers

and marketing agencies

Our market share in the ITO film market in the PRC in terms of revenues was approximately
2.1% for the year ended 31 December 2015 while we were the leading manufacturer of Smart Light-
adjusting Products (namely, Smart Light-adjusting Film and Smart Light-adjusting Glass) and Smart
Light-adjusting Projection System products in the PRC, with a market share of 20.4% and 51.2% in
the respective markets in terms of revenue for the year ended 31 December 2015.

1=



SUMMARY

To maintain a cost-efficient operating structure, we have adopted a vertically integrated
business model that gives us more control over our production. We are the only manufacturer in the
PRC which is capable of complete vertical integration, relying on our own supply of ITO film for
the production of downstream products (such as Smart Light-adjusting Products and Smart Light-

adjusting Projection Systems).

The table below sets out the breakdown of our revenues by product type over the Track Record

Period:

Product type

RMB 000
ITO film 18,159
Smart Light-adjusting Film 7,200
Smart Light-adjusting Glass 18,566
Smart Light-adjusting Projection System ~~ —
Other (Note) 880
Total 44305

Year ended
31 December 2014
Average
selling
price
%  RMB’000
405 0.1
16.1 10
414 17
20 N/A
100

Year ended
31 December 2015

Average

selling

price
RMB 000 % RMB'000  RMB'000
18354 304 0.1 13,729
18,621 308 08 18882
8,360 138 13 26492
13,621 N 619 23788
1,521 25 N/A 7,99
60477 100 90,887

Year ended
31 December 2016

Average
selling
price
%  RMB’000
15.1 0.1
208 0.7
9.1 12
262 50.5
8.8 N/A

100

Note:  Other revenues include sales generated from the sale and resale of components, semi-finished goods and accessories
relating to our key products such as projectors, glass panels and power switches. The average selling price of other

products is not indicative.

The following table sets out the breakdown of production volume of our products by external
sales and internal use over the Track Record Period:

For the year ended 31 December 2014

For the year ended 31 December 2015

For the year ended 31 December 2016

Purchase Volumeby  Volumeby  Purchase Volumeby  Volumeby  Purchase Volume by ~ Volume by
from Production  external  internal from Production  external internal from Production  external internal
third parties volume sales use third parties volume sales use third parties volume sales use
(sq.m./set) — (sq.m/set) — (sq.m/set) — (sqm/set) — (sqm./set) — (sqm/set) — (sqm./set)  (sqm/set)  (sqm/set)  (sqm/set)  (sqmfset)  (sq.m./set)
(Note 2) (Note 2) (Note 2) (Note 1)
ITO film 00 1938652 1385290 48,0982 1,581.6 2233352 1621380 703816 8128 285037.6  129.866.6 1244799
Smart Light-adjusting
Film (Note 3) 5420 20,0087 69840 12,2801 00 336210 245000 76012 89807 405272 284716 19,369
Smart Light-adjusting
Glass 0.0 124052 11,062.0 0.0 16.9 7,629.7 6,220.0 6419 27 212425 22,191 143.0
Smart Light-adjusting
Projection System Our Company has not commenced production 0.0 2200 200 0.0 0.0 4710 4710 0.0
Notes:
1. Use of “sq.m.” if referring to ITO film, Smart Light-adjusting Film and Smart Light-adjusting Glass; use of “set” if
referring to Smart Light-adjusting Projection System.
2. “Production volume” includes production for internal use and external uses as well as production for inventory (used for
external sales; as samples; for research and development; or scrapped).
3. Actual production volume is calculated based on product size reduced to the measurement required by customers.



SUMMARY

The following table set forth our sales volume and average selling price by product type during
the Track Record Period:

Year ended 31 December
2014 2015 2016

Average Average Average

Sales selling Sales selling Sales selling

volume price volume price volume price

RMB RMB RMB

ITO film (sq.m.) 138,529 131 162,138 113 129,867 106
Smart Light-adjusting Film

(sqm.) 6,984 1,031 24,500 760 8472 063
Smart Light-adjusting Glass

(sqm.) 11,062 1,678 6,220 1,344 22,196 1,194

Smart Light-adjusting
Projection System (set) — — 20 61,914 471 50,505
Other (Note 1) N/A NA N/A N/A NA N/A

Notes: The sales volume and average selling price of other products is not indicative.

The decrease in average selling price of ITO film over the Track Record Period was driven by
our price adjustment to accommodate for prevailing market conditions (including mass production,
technological advances, decreasing price of raw materials). Similar factors have led to downward
pressure on downstream products such as Smart Light-adjusting Projects and Smart Light-adjusting
Projection Systems.

The decrease in sales volume of ITO film in the year ended 31 December 2016 was mainly due
to a change in our business strategy (whereby we adopted a vertical integrated model of production;
relying on our own supply of ITO film for production of downstream products which we experienced
an increase in demand). As such, the sales and production volume of Smart Light-adjusting Products
and Smart Light-adjusting Projection Systems had correspondingly increase during the year ended
31 December 2016.

For further details of fluctuation of our sales volume and average selling price, please refer to
the section headed “Financial information — Revenue” in this prospectus.



SUMMARY

The following table sets out the breakdown of the average self-produced cost and purchase
cost over the Track Record Period:

For the year ended For the year ended For the year ended

31 December 2014 31 December 2015 31 December 2016
Average Average Average Average Average Average
production purchase production purchase production purchase
cost cost cost cost cost cost
(RMB) (RMB) (RMB) (RMB) (RMB) (RMB)
ITO film 76.3/sq.m. N/A 52.7/sq.m. 89.7/sq.m. 39.8/sq.m. 65.8/sq.m.
Smart Light-adjusting Film 579.4/sq.m. 1,449.4/sq.m. 337.0/sq.m. N/A 278.3/sq.m. 755.4/sq.m.
Smart Light-adjusting Glass 822.9/sq.m. 1,376.0/sq.m. 771.9/5q.m. 921.3/sq.m. 738.4/sq.m. 1,456.3/sq.m.
Smart Light-adjusting Projection System Our Company has not 24,004.3/set N/A 17,374.6/set N/A

commenced production
Note:  “N/A” denotes our Company did not purchase that particular item during the relevant period.

To ensure the quality of our products, we have a quality control department which consists of
ten members. Quality control is carried out along the production process from procurement of raw
materials to packaging and inspection of finished products.

Our customers

Over the Track Record Period, we primarily sold our products to customers in the PRC which
included (i) mainly touch-screen device manufacturers in respect of ITO film for application in
automobile navigation systems, smart phones and industrial equipment; (ii) mainly construction
companies and building contractors of developers in respect of Smart Light-adjusting Products; and
(iii) mainly construction companies and users for commercial (including advertising and marketing)
purposes in respect of Smart Light-adjusting Projection Systems.

Our sales to our five largest customers represented approximately 43.3%, 33.0% and 36.0%
of our total revenues for the years ended 31 December 2014, 2015 and 2016. The duration of our
relationship with our five largest customers over the Track Record Period spanned from less than one
year to five and a half years. Over the Track Record Period, our products were sold to our customers
through direct sales as well as the entering of supply framework agreements and distribution agency
agreements. The following is a breakdown of our sales through these sales channels:

Year ended 31 December
2014 2015 2016
RMB 000 % RMB 000 % RMB 000 %
Direct sales (Note) 44,320 98.9 59,829 98.9 86,539 95.2
Distribution sales 485 1.1 648 1.1 4,348 48
Total 44,805 100 60,477 100 90,887 100

Note: Direct sales includes sales pursuant to supply framework agreements amounting to RMB4.9 million for the year ended 31
December 2016.



SUMMARY

Our suppliers

We rely on raw materials for the production of our products. The cost of raw materials for
the years ended 31 December 2014, 2015 and 2016 amounted to approximately RMB25.7 million,
RMB30.9 million and RMB47.5 million respectively, accounting for approximately 84.3%, 84.6%
and 84.8% of our total cost of sales respectively. We source the majority of our raw materials
(including PET film) from third party suppliers based in the PRC who are agents of overseas
manufacturers, while we also procure certain raw materials (including ITO Target, protective film,
PDLC and projectors) from PRC manufacturers. We have not entered into any long-term supply
contracts with our suppliers.

For the years ended 31 December 2014, 2015 and 2016, our purchases from (i) our top five
suppliers amounted to approximately RMB24.6 million, RMB16.1 million and RMB20.4 million
respectively, which accounted for 69.0%, 59.7% and 34.6% of our total purchases respectively; and
(i1) our largest supplier amounted to approximately RMB11.8 million, RMB7.0 million and RMB4.9
million respectively, which accounted for 33.2%, 25.9% and 8.3% of our total purchases respectively.

Our production facilities and machinery

We carry out the entire production process of our products at our production base situated
at Levels 1 and 2 of Factory Building No.7 of Zhuhai Xingye New Energy and Industrial Park, 9
Jinzhu Road, Gaoxin district, Zhuhai city, Guangdong province of the PRC. Our production facilities
comprise offices and factories with a gross floor area of approximately 5,740 sq.m., and are equipped
with machinery and equipment used for production of products. The designated production capacity,
actual production volume and utilisation rate of machinery used in our production lines for each of
our key products are set out below:

Year ended 31 December

2014 2015 2016
ITO film
— Designed production capacity 203,372 sq.m. 307,847 sq.m. 621,271 sq.m.
— Actual production volume 193,800 sq.m. 223,000 sq.m. 285,000 sq.m.
— Utilisation rate of production capacity 95.3% 72.4% 45.9%
Smart Light-adjusting Film
— Designed production capacity 449,176 sq.m. 584,471 sq.m. 584,471 sq.m.
— Actual production volume (Note) 36,900 sqm.  32,800sq.m. 51,465 sq.m.
— Utilisation rate of production capacity 8.2% 5.6% 8.8%
Smart Light-adjusting Glass
— Designed production capacity 46,000 sq.m. 46,000 sq.m. 46,000 sq.m.
— Actual production volume 12,400 sq.m. 7,600 sqm. 21,242 sq.m.
— Utilisation rate of production capacity 27.0% 16.5% 46.2%

Note:  Actual production volume has been calculated based on the product size before reducing to the measurement as required
by our customers.



SUMMARY

Our research and development

As at 31 December 2016, our research and development team consisted of 14 full-time
engineers and technicians. Our research efforts have led to (i) our recognition as a high-tech
enterprise by PRC government authorities; (ii) publication of industry-related periodicals; (iii) our
subsidiary being a leading drafting party of national and regional industry standards of Smart Light-
adjusting Products; (iv) the successful registration of 32 patents (five applications pending) with
intellectual property offices in the PRC; and (v) our receipt of various subsidies and grants from the
PRC government.

Over the Track Record Period, we have (i) commenced the production and sale of Smart
Light-adjusting Projection Systems mainly for indoor home entertainment purposes of our
customers; and (ii) entered into agreements for the supply of Smart Light-adjusting Projection
Systems for commercial advertising and marketing purposes of our customers. Our Directors
believe, as confirmed by the F&S Report, that the Smart Light-adjusting Projection System market
has substantial potential for growth, and therefore, we intend to invest in production lines for mass
production and to devote resources on further research and development.

OUR COMPETITIVE STRENGTHS

Our Directors believe that our competitive strengths, including the following, details of
which are set out in the section headed “Business — Our competitive strengths” in this prospectus,
contribute to our success:

. we are the only manufacturer in the PRC capable of producing ultra-wide ITO films with
aroll width of up to 2,100mm; and
. we have a professional research and development team which enables us to develop

industry-leading technologies and know-how, some of which are patented.
BUSINESS STRATEGIES

Our business objectives are to enhance our production efficiency and product quality, maintain
and/or consolidate our market position and improve our brand recognition. To achieve these
objectives (details of which are set out in the section headed “Business — Our business strategies” in
this prospectus), we intend to pursue the following principal strategies:

. increase our production efficiency and product quality in order to maintain our
market position in the PRC through the implementation of various enhancement and
improvement projects;

. continue to devote resources on research and development to improve our production

process, explore and test new materials for use, broaden our product range and
applications as well as realise our potential in the Smart Light-adjusting Projection
System market;

. continue to develop our business in line with PRC government’s policy incentives for
high-tech and eco-friendly enterprises; and
. expand our presence in overseas market through increasing our sales and marketing

efforts and increasing our overseas sales through cooperation with overseas agencies.
KEY OPERATIONAL AND FINANCIAL DATA

The table below sets forth a summary of the consolidated results of our Group during the
Track Record Period, which have been extracted from, and should be read in conjunction with, the
accountants’ report set out in Appendix I to this prospectus.
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SUMMARY

Highlights of our consolidated statements of profit or loss and other comprehensive income

Year ended 31 December
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Revenue 44,805 60,477 90,887
Cost of sales (30,524) (36,581) (56,084)
Gross profit 14,281 23,896 34,803
Other income and gains 14 1,089 1,065
Selling and distribution expenses (5,211) (5,633) (8,107)
Administrative expenses (6,758) (7,771) (17,932)
Other expenses (1,518) (1,968) (1,000)
Finance costs (106) (205) —
Profit before tax 702 9,408 8,829
Income tax expense (313) (1,712) (2,448)
Profit for the year 389 7,696 6,381

Highlights of consolidated statements of financial position

As at 31 December
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)
ASSETS AND LIABILITIES
Non-current assets 38,223 46,203 40,551
Current assets 50,334 43,550 85,933
Current liabilities (37,778) (31,269) (48,045)
Non-current liabilities — — (812)
Net current assets 12,556 12,281 37,888
NET ASSETS 50,779 58,484 77,627

Highlight of consolidated statement of cash flows

Year ended 31 December
2014 2015 2016
(RMB’000) (RMB’000) (RMB’000)

Cash flow generated from operating activities

before changes in working capital and tax paid 5,316 14,954 14,863
Net cash flows from/(used in) operating activities 9,718 20,232 (12,750)
Net cash flows used in investing activities (5,368) (11,212) (1,306)
Net cash flows from/(used in) financing activities (2,592) (4,525) 14,547
Net increase in cash and cash equivalents 1,758 4,495 491
Cash and cash equivalents at the beginning of the year 904 2,662 7,166
Cash and cash equivalents at the end of the year 2,662 7,166 7,523




SUMMARY

Net cash flows used in operating activities amounted to RMB12.8 million for the year ended
31 December 2016, and consisted primarily RMB14.9 million of cash generated from operations
before working capital adjustments and net working capital adjustments of RMB25.6 million. Our
negative net working capital adjustments were primarily attributable to (i) an increase in trade and
bills receivables which resulted from substantial amount of sales being recorded on credit over the
period between October and December of 2016 in the amount of approximately RMB30.3 million;
and (ii) the deferred Listing fees of approximately RMB3.1 million, which was partially offset by
(1) an increase in trade payables which resulted from the purchase of raw materials in the amount of
approximately RMBS.6 million; and (ii) an increase in other payables and accruals mainly due to
increased tax and surcharges payables.

Cost of sales

Year ended 31 December
2014 2015 2016
RMB’000 % RMB 000 % RMB’000 %
Raw materials 25,7121 84.3 30,932 84.6 47,532 84.8
Manufacturing overheads (Note) 2,994 9.8 3,467 9.5 0,228 11.1
Direct labor 1,309 59 2,182 59 2,324 4.1
Total 30,524 100 36,581 100 56,084 100

Note: Manufacturing overheads primarily include depreciation of our property, plant and equipment and other manufacturing
costs.

Gross profit and gross profit margin of our products

Year ended 31 December
2014 2015 2016
Gross Gross Gross
Gross profit  Gross profit  Gross profit
profit margin  profit margin  profit margin
RMB’000 % % RMB 000 % % RMB’000 % %
ITO film 3,115 21.8 172 3,663 153 200 3222 9.3 235

Smart Light-adjusting Film 3,993 280 555 9,685 40.5 520 10,713 30.7 56.7
Smart Light-adjusting Glass 7,282 51.0 392 227 9.5 212 7902 2.7 29.8
Smart Light-adjusting Projection

System - - — 7907 3Bl S 10673 307 449
Other (Note) (109)  (0.8) (124 370 16 43 229 66 287
Total 14281 100 319 23896 100 395 34803 100 383

Note:  Other profits include profits resulting from revenues from the sale and resale of components, semi-finished goods and
accessories relating to and/or used in our key products such as projectors, glass panels and power switches.



SUMMARY

KEY FINANCIAL RATIOS
As of/for the year ended
31 December

2014 2015 2016
Net profit margin (%) 0.9 12.7 17.7 (Note 1)
Gross profit margin (%) 31.9 39.5 38.3
Return on equity (%) 0.8 13.2 20.7 (Note 2)
Return on total assets (%) 0.4 8.6 12.7 (Note 2)
Interest coverage (times) 7.6 46.9 N/A
Current ratio (times) 1.3 1.4 1.8
Gearing ratio (%) 67.9 39.9 50.6 (Note 3)
Inventory turnover days 111.0 110.9 66.8
Trade and bills receivable turnover days 195.7 160.1 170.7
Trade payable turnover days 76.2 106.6 122.3
Notes:
1. Our net profit would be approximately RMB16.1 million for the year ended 31 December 2016 if the non-recurring

Listing expenses of approximately RMB9.7 million attributable to that period were to be excluded.

2. Using our net profit for the year ended 31 December 2016 excluding the non-recurring Listing expenses of approximately
RMB9.7 million.

3. Gearing ratio is calculated based on net debt at the end of the respective year divided by total equity, multiplied by 100%.
Net debt comprises trade payables, interest-bearing bank loans, other payables and accruals, and tax payable, less cash
and cash equivalents and pledged deposits.

LISTING EXPENSES

Our expenses in relation to the Listing (including underwriting commission) are expected to
be approximately RMB23.1 million (equivalent to approximately HK$26.5 million) (at a Offer Price
of HK$1.0 per Offer Share and assuming that the Offer Size Adjustment Option is not exercised),
of which (i) approximately RMBS8.1 million (equivalent to approximately HK$9.3 million) is
directly attributable to the issue of the Offer Shares under the Share Offer and are expected to be
accounted for as a reduction from equity; and (ii) the remaining amount of approximately RMB15.0
million (equivalent to approximately HK$17.2 million) has been or will be charged to and reflected
in the consolidated statements of profit or loss and other comprehensive income, of which (a)
approximately RMB9.7 million (equivalent to approximately HK$11.1 million) was charged for the
year ended 31 December 2016; and (ii) the remainder of approximately RMB5.3 million (equivalent
to approximately HK$6.1 million) is expected to be recognised in the period subsequent to the Track
Record Period. The impact of the Listing expenses on the profit and loss accounts has affected our
financial performance and conditions and results of operation for the year ended 31 December 2016.

Our Directors would like to emphasise that the Listing expenses stated above are our current
estimations only for reference purpose. The actual amount to be recognised is subject to adjustments
based on audit and the then changes in variables and assumptions. Nonetheless, we expect that
these non-recurring Listing expenses will materially and adversely affect our Group’s financial
performance and condition and results of operations for the year ending 31 December 2017.

REASONS FOR THE SHARE OFFER AND USE OF PROCEEDS

Our Directors estimate that the aggregate net proceeds from the Share Offer (after deducting
underwriting commission and other estimated expenses payable by us in connection with the Share
Offer), based on Offer Price of HK$1.0 per Offer Share, will be approximately HK$93.5 million,
assuming the Offer Size Adjustment Option is not exercised.
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SUMMARY

Our Directors believe that the Share Offer and the net proceeds therefrom will enhance our
profits, assist us to maintain and/or consolidate our market position as well as provide us with
additional capital to implement our future plans. In terms of implementation of our future plans, we
intend to apply the proceeds from the Share Offer in the following manner:

(i)  approximately 43.1% of the total estimated net proceeds, or approximately HK$40.6
million, will be used for purchase of machinery and equipment, including for
enhancement and automation projects as well as establish new production lines;

(i) approximately 28.8% of the total estimated net proceeds, or approximately HK$27.1
million, will be used to research and development of new materials and products;

(iii) approximately 10.4% of the total estimated net proceeds, or approximately HK$9.8
million, will be used for the purpose of overseas business expansion;

(iv) approximately 9.3% of the total estimated net proceeds, or approximately HK$8.7
million, will be used for sales and marketing purposes; and

(v) approximately 7.8% of the total estimated net proceeds, or approximately HK$7.3
million, will be used for general working capital and other general corporate purposes.

Our Directors believe the successful implementation of our future plans would be conducive
to increasings our competitiveness in the market in which we operate which will assist us in securing
more customers and in turn assist us in achieving our goal of increasing our market presence and
geographical reach both in the PRC and abroad. For details of the reasons of the Share Offer, please
refer to the section headed “Future Plans and Use of Proceeds” in this prospectus.

DIVIDEND

Our Group did not declare or pay any dividends during the Track Record Period. As such,
there is no reference or basis to determine the level of dividends that may be declared and paid to our
Shareholders after Listing.

After the completion of the Share Offer, our Shareholders will be entitled to receive dividends
only when declared by our Directors. Our Company does not have any pre-determined dividend
policy or dividend distribution ratio. The payment and the amount of any future dividends will be
at the discretion of our Directors, and will depend on our future operations and earnings, capital
requirements and surplus, cash flow, future prospects, general financial condition and other factors
that our Directors may consider relevant. As these factors and the payment of dividends are at the
discretion of our Board, there can be no assurance that any particular dividend amount, or any
dividend at all, will be declared or paid in the future. Further, any dividend distribution is subject to
our compliance with the Companies Act and our Memorandum of Association and Bye-laws.

SHAREHOLDER INFORMATION
Controlling Shareholders
Immediately following the Capitalisation Issue and Share Offer, each of Mr. Liu, Strong Eagle,

Top Access and Singyes Solar will directly or indirectly control more than 30% of the issued share
capital of our Company, and will be a Controlling Shareholder of our Company.
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SUMMARY

Pre-IPO investors

On 1 March 2016, our Company entered into subscription agreements with each of Kunlun
Holdings Group Limited and Raton Race Investments Limited, Independent Third Parties, pursuant
to which they agreed to subscribe for approximately 6.0% and 4.0% respectively of the then issued
share capital of our Company at a discount of approximately 57.0% to the Offer Price. The respective
interests of Kunlun Holdings Group Limited and Raton Race Investments Limited will be diluted
to 4.4% and 3.0% respectively upon Listing (assuming the Offer Size Adjustment Option is not
exercised) and the relevant Shares will be subject to a lock-up period of six months from the Listing
Date. For further details of our Controlling Shareholders and these pre-IPO investors, please refer to
the section headed “History, reorganisation and group structure” in this prospectus.

SHARE OFFER STATISTICS

Market capitalisation upon Listing (Note 1) HK$480,000,000
Offer size HK$120,000,000
Offer price per Offer Share HK$1.0

Number of Offer Shares 120,000,000

Board lot 4,000 Shares

Unaudited pro forma adjusted consolidated net tangible assets per Share (Note 2) HK$0.41

Notes:

(1) The calculation of market capitalisation is based on 480,000,000 Shares in issue or expected to be in issue immediately
after completion of the Capitalisation Issue and the Share Offer (without taking into account any Shares that may be
allotted and issued upon the exercise of the Offer Size Adjustment Option) and the Offer Price of HK$1.0 per Offer Share.

2) The unaudited pro forma adjusted consolidated net tangible assets per Share has been arrived at after the adjustments
as referred to under the paragraph headed “Unaudited pro forma statement of adjusted net tangible assets” in Appendix
II to this prospectus and on the basis of 480,000,000 Shares in issue at the Offer Price of HK$1.0 per Offer Share
immediately after completion of the Capitalisation Issue and the Share Offer (without taking into account any Shares that
may be allotted and issued upon the exercise of the Offer Size Adjustment Option). The unaudited pro forma adjusted
consolidated net tangible assets per Share is converted to Hong Kong dollars from Renminbi at an exchange rate which
set forth in the paragraph headed “Exchange rate conversion” of the section headed “Information about this prospectus
and Share Offer” in this prospectus. No representation is made that the RMB amounts have been, could have been or may
be converted to Hong Kong dollars, or vice versa, at that date.

PRINCIPAL RISK FACTORS

Any of the risks below and other risks set out in the “Risk Factors” section of this prospectus
may materially and adversely affect our business, financial conditions and/or results of operations:

. competition in the ITO film and Smart Light-adjusting Products industry could
materially and adversely affect our financial performance;

. failure to protect our intellectual property rights and/or any claims of infringement of
intellectual property by third parties may potentially harm our business and competitive
position or materially affect our results of operation;

. our inability to attract and retain key personnel may materially and adversely affect our
business;
. our Group relies on a single production base to manufacture our products and therefore

any disruption at the production base could materially and adversely affect our business
and operations;

. our financial performance and results of operations for the year ending 31 December
2017 will be affected by expenses incurred in respect of the Listing; and
. we may be exposed to delays and/or defaults on payments from our customers, while

remaining obligated to satisfying payment obligations to our suppliers, which would
materially and adversely affect our cash flows or financial results.
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SUMMARY

LEGAL COMPLIANCE AND PROCEEDINGS

Our PRC legal advisers have confirmed that our Group has obtained all necessary licences,
permits, approvals and certificates required for the carrying on of our business operations, and that
such licences, permits, approvals and certificates are valid and subsisting.

Over the Track Record Period, Singyes Applicable Materials, our operating subsidiary, has
failed to make adequate social security and housing provident fund payments for its employees in full
compliance with applicable PRC laws and regulations. Please refer to the section headed “Business
— Non-compliance” of this prospectus for further details. During the Track Record Period and up
to the Latest Practicable Date, no fines or penalties were imposed on any member of our Group for
any non-compliance. Our Group has not been and were not a party to any material legal, arbitral or
administrative proceedings over the Track Record Period and up to the Latest Practicable Date.

MATERIAL ADVERSE CHANGE

Other than the non-recurring Listing expenses disclosed above, our Directors confirmed
that, up to the date of this prospectus, there had been no material adverse change in the financial or
trading position of our Group since 31 December 2016 (being the date the latest audited consolidated
financial statements of our Group were made up), and there had been no event since 31 December
2016 which would materially affect the information shown in the accountants’ report set out in
Appendix I to this prospectus.

RECENT DEVELOPMENT

Subsequent to the Track Record Period and up to the Latest Practicable Date, we have
continued to focus on developing our business and sales of our products. In particular, during this
period:

(i)  we have received new domestic sales orders for approximately 53,427.2 sq.m., 9,477.9
sq.m., 17,736.4 sq.m. of ITO film, Smart Light-adjusting Film and Smart Light-adjust
Glass respectively as well as 256 sets of Smart Light-adjusting Projection Systems, with
total order sum of approximately RMB57.7 million;

(i1)  we have received new overseas sales orders for approximately 1,140.0 sq.m., 5,922.7
sq.m., 907.3 sq.m. of ITO film, Smart Light-adjusting Film and Smart Light-adjusting
Glass respectively, with total order sum of approximately RMB5.5 million;

(iii) as at the Latest Practicable Date, we had successfully collected approximately RMB36.3
million, or 60.4%, of the outstanding balance of our trade receivables as of 31 December
2016; and

(iv) as at the Latest Practicable Date, approximately RMB14.5 million, or 62.6%, of our
trade payables outstanding as of 31 December 2016 were paid.

There had not been, as far as we are aware, any material change in the general economic and
market conditions in the industry in which we operate that have had a material and adverse impact
on our business operations and financial conditions since 31 December 2016 and as of the Latest
Practicable Date.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions have the

Jfollowing meaning. Certain technical terms are explained in the section headed “Glossary” in this

prospectus:

“Application Form(s)”

“associate(s)”

“Assured Entitlement”

“audit committee”

“BLUE Application Form(s)”

“Board” or “our Board”

“Business Day”

“BVI”

“Bye-laws”

“Capitalisation Issue”

“CCASS”

WHITE Application Form(s) and YELLOW Application
Form(s) to be used in the Public Offer and BLUE Application
Form(s) to be used for the Preferential Offering or, where the
context requires, any of them

has the meaning ascribed to it under the GEM Listing Rules

the entitlement of the Qualifying Singyes Solar Shareholders
to apply for the Reserved Shares on an assured basis under
the Preferential Offering to be determined on the basis of their
respective shareholdings in Singyes Solar as at 4:30 p.m. on
Record Date

the audit committee of our Board

the application form(s) to be sent to Qualifying Singyes Solar
Shareholders to subscribe for the Reserved Shares pursuant to
the Preferential Offering

our board of Directors

a day (other than Saturday, Sunday or public holiday) on which
licensed banks in Hong Kong are generally open for normal
banking business

the British Virgin Islands

the bye-laws of our Company adopted on 23 June 2017, a
summary of which is set out in Appendix III to this prospectus,
and as amended from time to time

the allotment and issue of 359,988,900 Shares to be made
upon capitalisation of certain sums standing to the credit of the
share premium account of our Company as referred to in the
paragraph headed “Changes in share capital of our Company”
under the section headed “Statutory and general information
— Further information about our Company” in Appendix IV to
this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC
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DEFINITIONS

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Operational Procedures”

“CCASS Participant”

“close associates”

“Companies Act”

“Companies Ordinance”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

)

“Company” or “our Company’

“connected person(s)”

“connected transaction(s)”

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

the operational procedures of HKSCC in relation to CCASS,
containing the practices, procedures and administrative
requirements relating to the operations and functions of
CCASS, as from time to time in force

a CCASS Clearing Participant, a CCASS Custodian Participant
or a CCASS Investor Participant

has the meaning ascribed to it under the GEM Listing Rules

the Companies Act 1981 of Bermuda, as amended,
supplemented or otherwise modified from time to time

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong in force with effect from 3 March 2014), as amended,
supplemented or otherwise modified from time to time

the Companies (Winding up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to
time

China Singyes New Materials Holdings Limited (7[5 HHL 3% #r
MEHZE A FR 23 7)), an exempted company incorporated in
Bermuda on 14 November 2014 with limited liability under the
Companies Act and registered in Hong Kong as a non-Hong

Kong company under Part 16 of the Companies Ordinance on
18 April 2016

has the meaning ascribed to it under the GEM Listing Rules

has the meaning ascribed to it under the GEM Listing Rules
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DEFINITIONS

“Controlling Shareholder(s)”

“Corporate Governance Code”

“Deed of Indemnity”

“Deed of Non-competition”

“Director(s)” or “our Director(s)”

“EIT Law”

“Frost & Sullivan”

“F&S Report”

“GEM”

has the meaning ascribed to it under the GEM Listing Rules
and unless the context requires otherwise, in the context of
our Company, means each of Mr. Liu, Strong Eagle, Top
Access and Singyes Solar. Details of their shareholdings are
set forth in the section headed “Relationship with Controlling
Shareholders” in this prospectus and the paragraph headed
“Disclosure of interests” under the section headed “Statutory
and general information — Further information about
Directors, substantial shareholder and experts” in Appendix [V
to this prospectus

the Corporate Governance Code as set out in Appendix 15 to
the GEM Listing Rules

the deed of indemnity dated 23 June 2017 executed by Singyes
Solar, as indemnifier, in favour of our Company (for ourselves
and as trustee for each of our subsidiaries) relating to, among
other matters, the tax liabilities of the Group, particulars of
which are set out in the paragraph headed “Indemnities” under
the section headed “Statutory and general information — Other
information” in Appendix IV to this prospectus

the deed of non-competition dated 23 June 2017 given by
Singyes Solar in favour of our Company (for ourselves and as
trustee for each of our subsidiaries) pursuant to which Singyes
Solar agreed to provide certain non-competition undertakings
to our Company (for ourselves and as trustee for each of our
subsidiaries), particulars of which are set out in the paragraph
headed “Non-competition undertaking” in the section
headed “Relationship with Controlling Shareholders” of this
prospectus

the director(s) of our Company

e N R ILANE A 36 T 18 B2 (the PRC Enterprise Income
Tax Law*) adopted by the Tenth National People’s Congress of

the PRC on 16 March 2007, and effective on 1 January 2008
Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
industry consultant engaged by our Company, which is an
Independent Third Party

an industry research report commissioned by our Company and
prepared by Frost & Sullivan in relation to the industry of our
Group

the Growth Enterprise Market of the Stock Exchange
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DEFINITIONS

“GEM Listing Rules”

LT LR N3 2

“Group”, “our Group”, “we
OI’ CGUSS’

“HKEXM

“HKICPA”

“HKSCC”
“HKSCC Nominees”

“HKS$” and “cents”

“Hong Kong”

“Hong Kong Branch
Share Registrar”

“IFRS”

“Independent Third Parties”

“Joint Lead Managers” or
“Joint Bookrunners”

“Latest Practicable Date”

the Rules Governing the Listing of Securities on GEM, as
amended, supplemented and/or otherwise modified from time
to time

our Company and our subsidiaries or, where the context
so required, in respect of the period before our Company
became the holding company of its present subsidiaries, such
subsidiaries as if they were our Company’s subsidiaries at the
relevant time, or the business acquired or operated by them or
(as the case may be) their predecessors

Hong Kong Exchanges and Clearing Limited

Hong Kong Institute of Certified Public Accountants (formerly
known as the Hong Kong Society of Accountants)

Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited

Hong Kong dollars and cents respectively, the lawful currency
of Hong Kong

the Hong Kong Special Administrative Region of the PRC

Tricor Investor Services Limited

International Accounting Standards, International Financial
Reporting Standards, amendments and the related interpretations
issued by the International Accounting Standards Board

individual(s) or company(ies) who is/are or which is/are
independent of and not connected with (within the meaning
of the GEM Listing Rules) any Directors, chief executive
or substantial shareholders (within the meaning of the GEM
Listing Rules) of our Company or any of its subsidiaries or any
of their respective associates

Yuanta Securities (Hong Kong) Company Limited and China
Everbright Securities (HK) Limited

21 June 2017, being the latest practicable date prior to the

printing of this prospectus for ascertaining certain information
of this prospectus
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DEFINITIONS

“Listing”

“Listing Date”

“Listing Division”

“Listing Rules”

“Main Board”

“Memorandum of Association”

“MOFCOM”

“Mr. Lin”

“Mr. Sun”

“NDRC”
“nomination committee”

“Offer Price”

“Offer Shares”

the proposed listing of the Shares on GEM

the date on which dealings in the Shares first commence on
GEM, which is expected to be on Friday, 21 July 2017

the listing division of the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange, as amended, supplemented and/or otherwise
modified from time to time

the stock exchange (excluding the option market) operated by
the Stock Exchange which is independent from and operated in
parallel with GEM of the Stock Exchange

the memorandum of association of our Company adopted on
23 June 2017, and as amended and supplemented from time to
time

i N RN S8 (Ministry of Commerce of the
PRC*) or its predecessor, 13 A\ [ AN 5 3 40 58375 & 7 &
(Ministry of Foreign Trade and Economic Cooperation of the
PRC*)

Mr. Liu Hongwei, the non-executive Director and chairman of
the Board of our Company

Mr. Sun Jinli, an executive Director and a chief executive
officer of our Company

National Development and Reform Commission of the PRC
the nomination committee of our Board

the offer price of each Offer Share (excluding brokerage of 1%,
SFC transaction levy of 0.0027% and Stock Exchange trading
fee 0 0.005%) of HK$1.0 per Offer Share

the 120,000,000 new Shares being offered by our Company for
subscription at the Offer Price under the Share Offer (together,

where relevant, with any additional Shares which may be
issued pursuant to the Offer Size Adjustment Option)
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“Offer Size Adjustment Option”

“Overseas Singyes Solar
Shareholders”

“Placing”

“Placing Shares”

“Placing Underwriter(s)”

“Placing Underwriting
Agreement”

the option proposed to be granted by our Company to the
Placing Underwriters, exercisable by the Joint Lead Managers
or their agents on behalf of the Placing Underwriters, at its
sole and absolute discretion, to require our Company to allot
and issue up to an aggregate of 18,000,000 additional Placing
Shares, representing 15% of the initial number of Offer Shares
under the Share Offer, at the Offer Price, to cover any over-
allocations in the Placing as described in the section headed
“Structure and conditions of the Share Offer” in this prospectus

registered holders of Singyes Solar Shares whose addresses on
the register of members of Singyes Solar were outside of Hong
Kong as at 5:00 p.m. on the Record Date

the conditional placing by the Underwriters on behalf of our
Company of the Placing Shares for cash at the Offer Price,
as further described under the section headed “Structure and
conditions of the Share Offer” of this prospectus

the 108,000,000 newly issued Shares offered by our Company
(comprising (i) 96,000,000 newly issued Shares (representing
80% of the initial number of the Offer Shares); and (ii)
12,000,000 Reserved Shares which may be taken up by
Qualifying Singyes Solar Shareholders under the Preferential
Offering), together with any additional Shares which may
be issued pursuant to the Offer Size Adjustment Option, to
be conditionally placed with professional, institutional and
other investors, subject to reallocation described in the section
headed “Structure and conditions of the Share Offer” in this
prospectus

the underwriter(s) of the Placing named in the section headed
“Underwriting — Underwriters — Placing Underwriters” in
this section of the prospectus that is expected to enter into the
Placing Underwriting Agreement to underwrite subscription of
the Placing Shares

the conditional underwriting agreement relating to the
Placing, expected to be entered into by, among others, our
Company, our Controlling Shareholders, our executive
Directors, the Sole Sponsor, the Joint Bookrunners, the Joint
Lead Managers and the Placing Underwriters, as further
described in the section headed “Underwriting — The Placing
Underwriting Agreement” in this prospectus
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DEFINITIONS

“PRC” or “China”

“Public Offer”

“Preferential Offering”

“Proposed Spin-off” or
“Spin-off”

“Public Offer Shares”

“Public Offer Underwriter(s)”

“Public Offer Underwriting
Agreement”

the People’s Republic of China which, for the purposes of this
prospectus only (unless otherwise indicated), excludes Hong
Kong, Macau and Taiwan

the offer by our Company of the Public Offer Shares for
subscription to the public in Hong Kong at the Offer Price (plus
brokerage of 1%, SFC transaction levy of 0.0027% and Stock
Exchange trading fee of 0.005%) as described in the section
headed “Structure and Conditions of the Share Offer” in this
prospectus and on and subject to the terms and conditions
stated herein and in the Application Forms relating thereto

the preferential offering (as to allocation only) of the Reserved
Shares to Qualifying Singyes Solar Shareholders at the
Offer Price, subject to and in accordance with the terms and
conditions set out in this prospectus and the BLUE application
form, as further described under the paragraph headed
“Preferential Offering” in the section headed “Structure and
condition of Share Offer” in this prospectus

the proposed spin-off of the new materials business of Singyes
Solar by way of a separate listing of Singyes Applicable
Materials on GEM

the 12,000,000 newly issued Shares offered by our Company
for subscription at the Offer Price pursuant to the Public
Offer (representing 10% of the initial number of the Offer
Shares), subject to reallocation as described in the section
headed ““Structure and conditions of the Share Offer” in this
prospectus

the underwriter(s) of the Public Offer named in the section
headed ““Underwriting — Underwriters — Public Offer
Underwriters” in this section of the prospectus that is expected
to enter into the Public Offer Underwriting Agreement to
underwrite subscription of the Public Offer Shares

the conditional underwriting agreement dated 28 June 2017
relating to the Public Offer entered into by our Company, our
Controlling Shareholders, our executive Directors, the Sole
Sponsor, the Joint Bookrunners, the Joint Lead Managers and
the Public Offer Underwriters, as further described in section
headed ““Underwriting — The Public Offer Underwriting
Agreement” in this prospectus
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“Qualifying Singyes Solar
Shareholders”

“Record Date”

“Remaining Group”

“remuneration committee”
“RMB” or “Renminbi”

“Reorganisation”

“Reserved Shares”

“SAFE”

“SAT”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)”

“Share Offer”

registered holders of Singyes Solar Shares (other than the
Overseas Singyes Solar Shareholders), whose names appear on
the register of members of Singyes Solar as at 4:30 p.m. on the
Record Date

Thursday, 6 July 2017, being the record date for ascertaining
the Qualifying Singyes Solar Shareholders who shall be
entitled to the Assured Entitlement

Singyes Solar and its subsidiaries, but for the purpose of this
prospectus only, do not include any member of our Group

the remuneration committee of our Board
Renminbi, the lawful currency of the PRC

the corporate reorganisation of our Group in preparation for
the Listing, as set out in the paragraph headed “Our corporate
history and group structure” under the section headed “History,
reorganisation and group structure” in this prospectus

an aggregate of 12,000,000 Placing Shares (representing 10%
of the Offer Shares without taking into account any Shares
which may be issued and allotted pursuant to the exercise of
the Offer Size Adjustment Option), reserved for the Qualifying
Singyes Solar Shareholders in the Preferential Offering

e N RO ILAN B A4S FELS) (State Administration of Foreign
Exchange of the PRC*)

e N RILAN B [ AL 485 (State Administration of
Taxation of the PRC*)

the Securities and Futures Commission of Hong Kong
the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or otherwise

modified from time to time

ordinary share(s) of nominal value of US$0.01 each in the
share capital of our Company

holder(s) of the Shares

collectively the Public Offer, the Placing and the Preferential
Offering
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“Singyes Applicable Materials”

“Singyes Energy-saving”

“Singyes HK”

“Singyes Renewable Energy”

“Singyes Solar”

“Singyes Solar Excluded
Shareholders”

’

“Singyes Solar Shareholders’
“Singyes Solar Shares”

“Sole Sponsor”

“Stock Exchange”

PRl Bl ZE 1E F M BHRH% A PR F] (Zhuhai Singyes Applicable
Materials Technology Company Limited*), a company
established in the PRC on 31 March 2010 with limited liability
and an indirect wholly-owned subsidiary of our Company

PR B 2L RE AL A BR 2> 7 (Zhuhai Singyes Energy-saving
Technologies Co., Ltd*), an indirect wholly-owned subsidiary
of Singyes Solar

75 s B2 MR FR A 7] (Singyes New Materials (H.K.)
Company Limited*), a company incorporated in Hong Kong
on 28 November 2014 and a direct wholly-owned subsidiary of
our Company

PRt B 25 RE VAR B A FR A 7 (Zhuhai Singyes Renewable
Energy Technology Co., Ltd*), an indirect wholly-owned
subsidiary of Singyes Solar

rp B B 35 KRG BE 457 il 122 6 A BR 22 7] (China Singyes Solar
Technologies Holdings Limited*), an exempted company
incorporated in Bermuda on 24 October 2003 with limited
liability and the shares of which are listed on the Main Board
(stock code: 00750), and is a Controlling Shareholder of our
Company

the Overseas Singyes Solar Shareholders whom the board of
directors of Singyes Solar, having made relevant enquiries,
considers exclusion from the Assured Entitlement to apply
for Reserved Shares to be necessary or expedient on account
either of legal restrictions under the laws of relevant place or
residence or the requirements of the relevant regulatory body
or stock exchange in that place

holder(s) of Singyes Solar Shares

share(s) of Singyes Solar

Octal Capital Limited, a corporation licensed to carry on type
1 (dealing in securities) and type 6 (advising on corporate
finance) regulated activities under the SFO, being the sole

sponsor of the Share Offer

The Stock Exchange of Hong Kong Limited
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DEFINITIONS

“Strong Eagle”

“Substantial Shareholder(s)”

“Takeovers Code”

“Top Access”

“Track Record Period”

“Trade Marks Registry”

“Trademark Office”

“Underwriters”

“Underwriting Agreements”

“United States”

“US$” or “USD” or “US dollars”

“WHITE Application Form(s)”

“YELLOW Application Form(s)”

Strong Eagle Holdings Limited, a company incorporated in
BVI with limited liability on 12 February 2004, a controlling
shareholder of Singyes Solar whose principal activity is
investment holding and is legally and beneficially owned by
Mr. Liu, Mr. Sun, Mr. Xie Wen, Mr. Xiong Shi and Mr. Zhuo
Jianming as to 53%, 15%, 13%, 10% and 9% respectively

has the meaning ascribed to it under the GEM Listing Rules

the Codes on Takeovers and Mergers and Share Buy-backs
issued by the SFC, as amended, supplemented and/or otherwise
modified from time to time

Top Access Management Limited, a limited liability company
incorporated in the BVI and a direct wholly-owned subsidiary
of Singyes Solar and a Controlling Shareholder of our
Company

the financial period comprising the three years ended 31
December 2016

Trade Marks Registry of the Intellectual Property Department
of Hong Kong

Trademark Office of the State Administration for Industry &
Commerce of the PRC

collectively the Public Offer Underwriters and the Placing
Underwriters

collectively the Public Offer Underwriting Agreement and the
Placing Underwriting Agreement

the United States of America, its territories, its possessions and
all areas subject to its jurisdiction

United States dollars, the lawful currency of the United States
the application form(s) for use by the public who require(s)
such Public Offer Shares to be issued in the applicant’s or

applicants’ own name

the application form(s) for use by the public who require(s)
such Public Offer Shares to be deposited directly into CCASS
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DEFINITIONS

p.a. per annum
“sq.m.” square meter
“%” per cent.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them.

If there is any inconsistency between the Chinese names of entities, authorities, organisations,
institutions or enterprises established in the PRC or awards or certificates given in the PRC and
their English translations, the Chinese language version or Chinese names shall prevail. The English
translation of company names in Chinese which are marked with “*” and the Chinese translation of
company names in English which are marked with “*” is for identification purpose only.

Unless otherwise specified, all times refer to Hong Kong time and reference to years in this
prospectus are to calendar years.

Unless otherwise specified, all references to any shareholding in the Company in this

prospectus assumes no allotment or issue of any Shares which may be issued and allotted pursuant to
the exercise of the Offer Size Adjustment Option.
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GLOSSARY

This glossary of technical terms contains explanations of certain technical terms used in
this prospectus as they relate to us they are used in this prospectus in connection with our business
or us. These terms and their meanings may not always correspond to standard industry meaning

or usage of these terms.

“AB glue”

“AC power”

“Air Handling Unit (AHU)
compression-type
water chiller”

“autoclave”

“CAGR”

“coating”

“coating and laminating machine”

“curing”

“decibels”

“EVA”

“EN 14582:2007”

an epoxy adhesive used to adhere objects of same or different
materials. It is tolerant of water, corrosion and oil, and is anti-
corrosion and electricity insulant

main electric power

a mechanical device used to facilitate heat exchange from
water to a refrigerant in a closed loop system. The refrigerant
is then pumped to a location where the waste heat is transferred
to the atmosphere

a pressure chamber used to carry out industrial processes
requiring elevated temperature and pressure different to
ambient air pressure

compound annual growth rate, the year-on-year growth rate
over a specified period of time

a covering (or cover) that is applied to the surface of an object,
usually referred to as the substrate. The purpose of applying the
coating may be decorative, functional or both

a machine that performs coating and laminating

toughening or hardening of a polymer material by cross-linking
of polymer chains, brought about by electron beams, heat, UV
or chemical additives

a logarithmic unit used to express the ratio of two values of a
physical quantity, including power or intensity

abbreviation of ethylene-vinyl, an elastomeric polymer that
produces materials which are rubber-like in softness and
flexibility

a standard for the characterisation of waste, including halogen

and sulphur content, oxygen combustion in closed systems and
determination methods issued by British Standards Institution
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GLOSSARY

“GB/T11944-2012”

“GB15763.3-2009”

“GB8621”

“GDP’?

“GPS”

“haze”

“high precision wet
laminating machine’

]

“ISO”

a standard which specified the terms and definitions of hollow
glass, including its classification, requirements, test methods,
inspection rules, packaging, labelling, transportation and
storage; this standard applies to the construction and building
outside of refrigeration, decoration and traffic hollow glass,
formally implemented on 1 September 2013 issued by the
Standardisation Administration of China

a standard which specifies the laminated glass used in
construction, including its classifications, materials,
requirements, test methods and inspection rules issued by the
Standardisation Administration of China

a standard which applies to factory production of, among
others, industrial and civil buildings facades, walls, roof, issued
by the Standardisation Administration of China

gross domestic product, the total market value of all the goods
and services produced within the borders of a nation during a
specified period of time

global positioning system (GPS), a space-based navigation
system that provides location and time information in all
weather conditions, anywhere on or near the Earth where there
is an unobstructed line of sight to four or more GPS satellites

the cloudy appearance on the interior area or surface of
transparent or translucent materials arising from light diffusion,
measured by the percentage of the luminous flux diffused over
the luminous flux passing through materials

a machine which performs wet lamination, a process which
applies a layer of dispersing, aqueous glue on the film. The film
is then applied to the substrate under pressure

an acronym for a series of quality management and quality
assurance standards published by International Organisation
for Standardisation, a non-government organisation based
in Geneva, Switzerland, for assessing the quality systems of
business organisations

_25—



GLOSSARY

“ISO9001”

“ISO9050:2003”

“ISO10292:1994”

“ITO”

“ITO sputtering machine”

“ITO Target”

“JC/T 2129-2012”

“laminated glass production line”

“laminating/lamination”

“LCD”

“LED”

an internationally recognised standard for a quality
management system. It aims at the effectiveness of the quality
management system in meeting customer requirements. It
prescribes requirements for ongoing improvement of quality
assurance in design, development, production, installation and
servicing

an internationally recognised standard for methods of
determining light and energy transmittance of solar radiation
for glazing in buildings; these characteristic data can serve as
a basis for light, heating and ventilation calculations of rooms
and can permit comparison between different types of glazing

an internationally recognised standard that applies to
glass, coated glass and materials opaque in the far infrared
wavelengths; this gives the fundamental rules for calculating
the thermal transmittance in the glazing central area (edge
effects are not included)

indium tin oxides, applied as a film to create transparent
conductive coatings in the opto-electronic industry

a machine which sputtering ITO Targets onto the film, a process
whereby particles are ejected from a solid target material due

to bombardment of the target by energetic particles

an oxidised compound of indium and tin which determines the
quality, density and surfaces of ITO film

a standard for Smart Light-adjusting Glass set up by the
Ministry of Industry and Information Technology in the PRC
and implemented on 1 June 2013

a production line which performs lamination on glass
manufacturing by bonding multiple layers of materials

liquid crystal display, an electronic display that consists of
segments of a liquid crystal whose reflectivity varies according

to the voltage applied to them

light-emitting diode, a semiconductor diode which glows when
a voltage is applied
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GLOSSARY

“light transmission rate”

um” or ccmeter”

B

“magnetron sputtering’

(13 2

nm

“OHSAS 18000~

“PDLC”

“PET film”

“PVB”

“rewinding”

“RoHS”

“scanning electron microscope
(SEM) microscope”

the percentage of the luminous flux passing through transparent
or translucent materials over the incident flux

a base unit of length in the International System of Units
measured as the length of the path travelled by light in vacuum
during a time interval of 1/299,792,458 of a second, and is
equal to one hundred centimetres

a high-rate vacuum coating technique for depositing ITO onto
PET film

millimeter(s), a unit of length in the metric system, equal to
one thousandth of a meter

nanometre, a unit of length in the metric system, equal to one
billionth of a meter

an internationally recognised specification for Occupational
Health and Safety Management Systems. It specifies
requirements for an occupational health and safety
management system to enable an organisation develop and
implement a policy and objectives which take into account
legal requirements and information about occupational
risks and to improve their occupational safety and health
performance

polymer dispersed liquid crystal, a relatively new class of
materials that have various applications including switchable
windows and projection displays

polyethylene terephthalate film, commonly known as polyester
film, a film with a clear, strong, and lightweight plastic

polyvinyl butyral, used in films and sheets, paints and
coatings, and adhesives to enhance their physical and chemical
characteristics

a process to rewind films

Restriction of Hazardous Substances Directive adopted by the
European Union, which restricts the use of certain hazardous
materials in the manufacture of various types of electronic and
electrical equipment

a type of electron microscope that produces image of a sample
by scanning it with a focused beam of electrons
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“Smart Light-adjusting Film”

“Smart Light-adjusting Glass”

“Smart Light-adjusting Products”

“Smart Light-adjusting

Projection System”

“temperature chamber”

“touch-screen”

“ultra-short throw laser projector”

“UV”

“UV curing”

“vacuum roll-to-roll ITO
sputtering machine”

PDLC embedded film, also known as switchable film or
switchable privacy film, is a translucent white glazing film
when connected to power that can be switched into transparent
film instantly by switching off the power

Smart Light-adjusting Film embedded glass, also known as
switchable glass or switchable privacy glass, is a translucent
white glazing glass when connected to power that can be
switched into transparent glass instantly by switching off the
power

collectively Smart Light-adjusting Film and Smart Light-
adjusting Glass

a system combining the use of ultra-short throw laser
projector(s) and a projection screen using Smart Light-
adjusting Products serving the purpose of outdoor display,
projection display or projection television set

an enclosure used to test the effects of specified thermal
conditions on industrial products, materials, and electronic
devices and components

a screen which is also an input device that is operated by
touching it

a laser projector which allows users to create big pictures in
tight spaces, without concerns about shadows obstructing the
image or light shining in the presenter’s face. Such projector
has very short throw ratios, the distance from project or to
screen compared to the screen size

ultraviolet radiation, part of the electromagnetic spectrum
emitted by the sun with a wavelength from 10nm to 380nm,
shorter than that of visible light but longer than that of X-rays

a speed curing process in which high intensity ultraviolet light
is used to create a photochemical reaction that instantly cures

inks, adhesives and coatings

a machine that performs magnetron sputtering [TO materials
onto PET film on a roll of flexible plastic or metal foil
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FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements. All statements other than statements of
historical facts contained in this prospectus, including, without limitation, those regarding our future
financial position, our strategies, plans, objectives, goals and targets, future developments in the
markets where we participate or are seeking to participate, and any statements preceded by, followed

LT3

intend”, “project”, “will”, “may”, “plan”,

LT3 9 GG EEINT3

by or that include the words “believe”, “expect”, “aim”,

“consider”, “anticipate”, “seek”, “should”, “would” or similar expressions or the negative thereof,
are forward-looking statements.

These forward-looking statements involve known and unknown risks, uncertainties and other
factors, some of which are beyond our control, which may cause our actual results, performance or
achievements, or industry results, to be materially different from any future results, performance or
achievements expressed or implied by the forward-looking statements.

These forward-looking statements are based on numerous assumptions regarding our present
and future business strategies and the environment in which we will operate in the future. Important
factors that could cause our actual performance or achievements to differ materially from those in the
forward-looking statements include, among others, the following:

. future development, trends and conditions in the industry and markets in which we
operate

. expansion, consolidation or other trends in the industry in which we operate

. any changes in the laws, rules and regulations of the central and local governments in

the PRC and other relevant jurisdictions and the rules, regulations and policies of the
relevant governmental authorities relating to all aspects of our business and our business

plans

. changes or volatility in interest rates, foreign exchange rates, equity prices or other rates
or price, including those pertaining to the PRC and the industry and market in which we
operate

. changes in the global economic conditions and material volatility in the global financial
markets

. capital market developments

. general political and economic conditions in the PRC and other relevant jurisdictions in

which we have or intend to have business operations

. macroeconomic measures taken by the PRC government to manage economic growth

. our business prospects

. the competition for our business activities and the actions and development of our
competitors
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FORWARD-LOOKING STATEMENTS

. our financial condition and performance

. changes to our expansion plans and use of capital expenditures

. our ability to successfully implement and realise the benefits of our business plan and
strategies

. other factors beyond our control

We believe that the sources of information and assumptions contained in these forward-looking
statements are appropriate sources for these statements and have taken reasonable care in extracting
and reproducing such information and assumptions. We have no reason to believe that information
and assumptions contained in these forward-looking statements are fake or misleading or that any
fact has been omitted that would render such forward-looking statements fake or misleading in any
material respect.

The information and assumptions contained in the forward-looking statements have not been
independently verified by us, the Controlling Shareholders, the Sole Sponsor, the Joint Bookrunners,
the Joint Lead Managers, the Underwriters, any other party involved in the Share Offer or their
respective directors, officers, employees, advisers or agents and no representation is given as to
the accuracy or completeness of such information or assumptions on which the forward-looking
statements are made. Additional factors that could cause actual performance or achievements of our
Group to differ materially include, but are not limited to those discussed under the section headed
“Risk factors” and elsewhere in this prospectus.

These forward-looking statements are based on current plans and estimates, and apply only as
of the date they are made. Subject to the requirements of the GEM Listing Rules, we do not intend to
publicly update or revise any forward-looking statements contained in this prospectus, whether as a
result of new information, future events or otherwise. Forward-looking statements involve inherent
risks and uncertainties and are subject to assumptions, some of which are beyond our control. As
a result of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way our Company expects, or at
all.

We caution you that a number of important factors could cause actual outcomes to differ,
or to differ materially, from those expressed in any forward-looking statement. Accordingly, you
should not place undue reliance on any forward-looking information. All forward-looking statements
contained in this prospectus are qualified with reference to cautionary statements set out in this
section.

In this prospectus, statement of or references to our Group’s intentions or those of any of the

Directors are made as at the date of this prospectus. Any such intentions may change in light of future
developments.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including the
risks and uncertainties described below, before making an investment in the Offer Shares. You
should pay particular attention to the fact that our business is, to a significant extent, located in
the PRC, and we are governed by a legal and regulatory environment which in some respects
differs from that which prevails in other countries. Our business, financial condition or results
of operations could be materially and adversely affected by any of the risks and uncertainties
described below. Additional risks and uncertainties not presently known to us, or not expressed or
implied below, or that we deem immaterial, could also harm our business, financial condition and
results of operations. The trading prices of the Shares could decline due to any of these risks and

uncertainties, and you may lose all or part of your investment.

Our Group believes that there are certain risks and uncertainties involved in its operations,
some of which are beyond our Group’s control. Our Group has categorised these risks and
uncertainties into: (i) risks relating to our business; (ii) risks relating to our industry; (iii) risks
relating to operations in the PRC; (iv) risks relating to the Share Offer; and (v) risks relating to this
prospectus.

RISKS RELATING TO OUR BUSINESS

Competition in the ITO film and Smart Light-adjusting Products industry could materially
and adversely affect our financial performance

ITO film market

In recent years, the ITO film industry in the PRC has experienced rapid growth with the
number of market participants exceeding 350. However, key production technologies, manufacturing
facilities as well as market share have remained dominated by few market participants (with the top
three market participants accounting for over 50% of the total market size). It is expected that more
dominant players may expand and consolidate their market share through mergers and acquisitions
as well as development of product lines. While our Group accounted for only 2.1% of the ITO
film market in the year ended 31 December 2015, in the future we will have to compete with more
dominant players not only in terms of pricing and customer base, but also when sourcing upstream
products. In particular, according to the F&S Report, the ITO film market in the PRC is currently
still dependent on the import of core production materials such as high-grade ITO Targets and PET
substrate. We may face increased competition for such materials (which may increase our production
costs) and there is no guarantee that we will be able to procure sufficient materials for our production
needs.

Smart Light-adjusting Products market

In the Smart Light-adjusting Products market, we face competition from other large domestic
PRC manufacturers with substantial market share as well as new entrants to the market. The F&S
Report noted that there has been a rapid increase in the number of high-end downstream users of
Smart Light-adjusting Products (such as media companies and luxury hotels) given the increasingly
broad applications of these products. This has led to pressure on suppliers to cope with demand
through mass production, leading to the lowering of production costs as well as increasing price
competition. Furthermore, the lack of industry standards and regulations in the PRC relating to
“energy-saving” products may lead to the production of inferior and low-quality products which
could also result in increased price competition.
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RISK FACTORS

Other than pricing, we may also need to compete from the technological perspective (for
example in terms of the design and customisation of our products and our user interface and
development of control systems) in order to satisfy different customer needs. According to the
F&S Report, future profitability will largely be determined by a company’s ability to offer product
customisation and optimisation.

Our success will depend on our ability to cope with these forms of competition. Furthermore,
some of our competitors have large customer bases, established brand recognition in significant
regional markets, and possess comparable or in some cases greater financial, marketing and
technological and personnel resources than us. In addition, some of our competitors may be able to
use profits from their other operations to subsidise losses in their businesses with which we compete.
These advantages over us may enable them to, among other things; (i) develop products which are
similar or more attractive than ours; (ii) achieve production cost reductions and produce similar
products that are less expensive than ours which will enable them to increase their market share; and/
or (iii) market, promote and sell their products more effectively and develop stronger relationships
with customers.

Furthermore, our success will depend on our ability to assess the market and technology
trends, anticipate market developments and direct our efforts to relevant product development
projects as well as proactively adapt to changes in market conditions in order to retain our existing
customers vis-a-vis our competitors. Our failure to (i) keep up with our competitors in developing
new or emerging technologies; (ii) adapt to changes in customer preferences; and/or (iii) improve
our product quality and/or product range, may materially and adversely affect our market position.
The unavailability and insufficiency of capital for product development projects and our employee’s
inexperience in certain areas could also affect our research and development plans.

We cannot assure you that our current or potential competitors will not produce the same,
similar or superior products at the same or at lower prices than the prices we charge for our products.
In addition, we may face certain downward pricing pressure as a result of possible price competition
by competitors seeking to stimulate demand in order to maintain or increase market share.

Our inability to remain competitive in the markets in which we operate could cause a reduction
in our market share or the sales price of our products, which could materially and adversely affect
our profitability. Such competition could materially and adversely affect our results of operations and
business prospects.

Any increase in the cost of raw materials or our inability to procure raw materials at
satisfactory prices may adversely affect our profitability

The cost of raw materials (including without limitation, ITO Targets, PET films, glass and
PDLC material) accounted for a substantial proportion of our total expenses. For the three years
ended 31 December 2014, 2015 and 2016 respectively, the cost of raw materials accounted for
approximately 84.3%, 84.6% and 84.8% of our total cost of sales. These raw materials were
purchased from suppliers with whom we have not entered into any long-term supply contracts.
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RISK FACTORS

Our operating results may be significantly affected by the cost of raw materials, some of
which are subject to fluctuations due to market conditions (such as increase in demand or shortage
in supply). As at the Latest Practicable Date, we did not have any hedging arrangements against
fluctuations in prices of raw materials. If the price of raw materials increases and we are unable to
pass on the added costs efficiently or adequately to our customers, our cost base may increase, which
may materially and adversely affect our results of operations and financial conditions.

Furthermore, there is no guarantee that we will be able to secure supply of raw materials from
existing suppliers (including those which may be critical to our production process) at acceptable
prices on an ongoing basis. Supply may be affected and/or disrupted by factors beyond our supplier’s
control. In the event of a shortage or disruption of supply from existing suppliers, we may not be able
to procure adequate raw materials from alternate sources at acceptable prices in a timely manner. This
will affect our production and supply of products and materially and adversely affect our Group’s
business and operations.

We recorded a net operating cash outflow for the year ended 31 December 2016 and may have
difficulty meeting our payment obligations if we continue to record net operating cash outflow
in the future

Over the Track Record Period, our Group recorded a net operating cash outflow in the amount
of approximately RMB12.8 million for the year ended 31 December 2016, consisting primarily of
RMB14.9 million of cash generated from operations before working capital adjustments and net
working capital adjustments of RMB25.6 million. Please refer to the paragraphs headed “Liquidity
and capital resources — Cash flow — Operating activities” in the “Financial information” section of
this prospectus for detailed analysis of the decrease.

We cannot guarantee that prospective business activities of our Group and/or other matter
beyond our control (such as market competition and changes to the macroeconomic environment)
will not adversely affect our operating cash flow and lead to net operating cash outflows in the future.

If we face a net operating cash outflow in the future, (i) we may not have sufficient working
capital to cover our operating costs and we may have to fund our operating costs by obtaining bank
borrowings. There is however no assurance that we will succeed in obtaining bank borrowings at
terms favourable to us and we may incur significant finance costs for any such bank borrowings; and
(i1) our liquidity may be adversely affected and we may not be able to meet the payment obligations,
such as our trade payables. This may materially and adversely affect our business, financial position
and results of operations.
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We may be exposed to delays and/or defaults on payments from our customers, while
remaining subject to satisfying payment obligations to our suppliers, which would materially
and adversely affect our cash flows and/or financial results

Our financial position and profitability may be materially affected by the creditworthiness of
our customers. Over the Track Record Period, our trading terms with our third party customers were
mainly on credit, and are generally grant a credit term ranging from one to three months to our major
customers. Longer periods may also be available to certain customers depending on their business
nature and length of business relationship with us. For the three years ended 31 December 2014,
2015 and 2016, our Group had trade and bills receivables turnover days of approximately 195.7
days, 160.1 days and 170.7 days respectively. Moreover, we typically arrange our payment within
approximately 90 days. For the years ended 31 December 2014, 2015 and 2016, our trade payable
turnover days were approximately 76.2 days, 106.6 days and 122.3 days respectively.

Should we experience any delays or difficulties in collecting payments from our customers
and/or trade receivables from our customers, while remaining obligated to satisfy our ongoing
payment obligations to our suppliers, we may be required to consider alternative sources of financing
and/or delay our payment obligations, and our cash flow, financial condition and results of operations
may be materially affected.

Any failure to protect our intellectual property rights could potentially harm our business and
competitive position

Our Directors believe that the protection of our technical and proprietary know-how (including
self-developed production techniques, technology and methods, new material composition formulas,
blue-prints, designs as well as other core intellectual property know-how) is crucial to our success as
we operate in a sector where technological innovation and technical skills and capabilities are vital
for suppliers to remain competitive, especially in light of evolving customer demands.

As of the Latest Practicable Date, we have registered 32 patents in the PRC and five
applications for patent registrations are pending. These patents relate to proprietary know-how in
connection with various materials, processes, systems and equipment concerning our production of
ITO film and Smart Light-adjusting Products. Seeking patent protection can take a long time and be
expensive and we cannot assure you that patent applications will result in patents being issued or that
our existing or future issued patents will be sufficient to provide us with meaningful protection or
commercial advantage. Our patents and pending patent applications may be challenged, invalidated
or circumvented. Our current or potential competitors, many of which have substantial resources
and have made substantial investments in competing technologies, may have, and may develop
products that compete directly with our products despite our intellectual property rights. Further,
implementation and enforcement of PRC intellectual property-related laws have historically been
deficient and ineffective, mainly due to the lack of procedural rules for discovery of evidence, low
damage awards and low rates of criminal penalties against intellectual property rights infringements.
Accordingly, protection of intellectual property rights in the PRC may not be as effective as other
Western countries, in particular, in overseas market in which we intend to expand our presence.
Furthermore, the policing of unauthorised use of proprietary technology is difficult and expensive,
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and we may need to commence and become involved in expensive and lengthy legal proceedings
to enforce or defend patents issued to us or determine the enforceability, scope and validity of our
proprietary rights or those of others. The experience and capabilities of different courts in the PRC in
handling intellectual property related matters vary, and outcomes are unpredictable. Such litigation
and an adverse determination in such proceedings, if any, could result in incurrence of substantial
costs and diversion of resources and management attention, which could harm our business,
reputation and competitive position.

In addition to our registered patents or the pending patent applications, we possess other highly
commercial and sensitive know-how which we do not register with intellectual property offices in the
PRC or elsewhere as our Directors believe that it would be prudent not to register such proprietary
know-how with public authorities and/or agencies to minimise the risk of leakage in light of the
difficulty in policing and enforcing intellectual property rights in the PRC. We have implemented
various measures to safeguard these unregistered know-how and to reduce the risk of leakage as set
out in the section headed “Business — Intellectual property” of this prospectus. However, there is no
assurance that such measures will be sufficient to protect our intellectual property rights, trade secrets
and know-how effectively.

If our core intellectual property and know-how (whether protected by patent or otherwise) are
infringed on or leaked to our competitors, our competitiveness and market position may be materially
weakened, which may in turn have a material adverse affect on our sales and financial performance.

We may be exposed to intellectual property infringement and/or other claims by third parties
that, if successful, could disrupt our business and materially affect our financial condition and
results of operations

Our success depends, to a certain extent, on our ability to use our technology and know-how
without infringing third-party intellectual property rights. As we aim to gradually increase our market
presence in overseas markets (please refer to the section “Business — Our business strategies —
Expanding presence in overseas markets” in this prospectus), we face an increased risk of being the
subject of intellectual property infringement claims, invalidity or indemnification relating to third
parties’ proprietary rights, especially where similar technical know-how are registered in the relevant
target markets. Furthermore our current or potential competitors, many of which have substantial
resources and may have made substantial investments in competing technologies, may have or may
obtain patents that will prevent, limit or interfere with our ability to make or sell our products in the
PRC and overseas.

The validity and scope of claims concerning technologies relating to the manufacturing of
ITO film, Smart Light-adjusting Products and Smart Light-adjusting Projection System may involve
complex scientific, legal and factual questions and analysis and, as a result, the determination of
such claims may be highly uncertain. In addition, the defence of intellectual property suits, including
patent infringement suits, and related legal and administrative proceedings can be costly and time-
consuming and may significantly divert the efforts and resources of our technical and management
personnel. Furthermore, an adverse determination in any such litigation or proceedings to which we
become a party could result in our having to pay damages, seek licenses from third parties, pay on-
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going royalties for use, redesign our products or become subject to injunctions, each of which could
prevent us from carrying on some or all of our business, which could results in our customers or
potential customers deferring or limiting their purchase or use of our products. This could materially
adversely affect our business, financial condition and results of operations.

Our business depends significantly on the strength of our brand and reputation and any failure
to maintain and enhance our brand and reputation may materially adversely affect the level of
market recognition of, and trust in, our products

Our Directors consider that our brand and reputation are critical to the success of our
products and believe that our ‘S brand is recognised among our customers in terms of quality
and reliability, allowing us to establish our Group as a leading producer of Smart Light-adjusting
Products and Smart Light-adjusting Projection System in terms of market share in the PRC. Our
ability to develop, maintain and enhance the image and recognition of our brand will depend largely
on our ability to serve our customers satisfactorily. In particular, our brand, reputation and product
sales could be materially and adversely affected if:

. our products contain defects, faults or fail;
. our products do not meet the expectations or requirements of our customers;
. our customer services including our after after-sales services are considered ineffective

and unsatisfactory by our customers;

. we fail to deliver our products on time;
. we are subject to product liability claims; or
. we are subject to significant product recalls.

The failure to protect our brand and/or reputation may lead to reduction in customer orders
which may materially and adversely affect our business and results of operations.

Our inability to attract and retain key personnel may materially and adversely affect our
business

Our Directors believe our success is substantially dependent on the experience, insight and
skills of our Directors and senior management team who have obtained qualifications relevant to,
and experience in, product development and applications as well as the glass manufacturing. In
particular, we are highly dependent on (i) Mr. Sun, our executive Director and chief executive officer
of our Company, to oversee the operations of our Group; (ii) Mr. Liu, our Chairman, for formulation
and execution of our overall business strategies; (iii) our senior management team, to achieve our
business objectives; and (iv) our research and development and sales staff for our operations.
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We do not maintain key man insurance. If we lose the services of any key member of senior
management or staff in the event of their retirement, resignation or for any other reason, we may
not be able to find suitable or qualified replacements, and may incur additional expenses to recruit
and train new personnel, which could severely disrupt our business and growth. As we expect to
expand our operations overseas, we will need to attract and retain experienced staff with experience
in international operations. It may be difficult to recruit suitable qualified staff with sufficient
knowledge of our products and expertise, and we may have to pay increased compensation to attract
and retain the experienced personnel required to achieve our business objectives and failure to do so
could materially disrupt our business and growth.

Our Group relies heavily on our production facilities and machinery and our operations may
be materially disrupted if they fail to function properly or at all

The manufacturing of our products and our ability to meet customer demands rely heavily on
the proper functioning of our production facilities and machinery (for example, the vacuum roll-to-
roll ITO sputtering machines for the production of ITO film which are then used as a key material for
our downstream products).

If the use or efficiency of our production facilities and/or machinery is hampered or disrupted
due to power shortages or breakdowns or if our these production facilities are damaged due to
accident, fire or other natural disasters, our ability to produce and deliver products in a timely manner
may be materially prejudiced. This may also adversely affect the financial position of our Group to
the extent not fully recoverable from our insurance policies.

Furthermore, even where we have sufficient resources, suitable replacements of relevant
machinery may not be readily available in the market as our existing production facilities are tailored
to our production needs. Therefore, any disruptions affecting our production facilities may lead
to delays in fulfilling contract obligations and our business, reputation and profitability could be
materially adversely affected.

Our Group relies on a single production base to manufacture our products and therefore
any disruption at the production base could materially and adversely affect our business and
operations

Our Group currently carries out our entire production process at a single production base
situated at Levels 1 and 2 of Factory Building No. 7 of Zhuhai Xingye New Energy and Industrial
Park, 9 Jinzhu Road, Gaoxin district, Zhuhai city, Guangdong province of the PRC which is leased
from a subsidiary of Singyes Solar, one of our Controlling Shareholder.

Any disruptions to our use or occupation of our production base for whatsoever reasons
(including damage caused by floods, fires, earthquakes, typhoons and other natural disasters or
matters outside our control) may affect our ability to produce and deliver products to our customers
on a timely manner and/or in accordance with the terms of agreements entered into with our
customers. Such disruptions will materially and adversely affect our business and operations as well
as our profitability and financial results (as efforts to restore operations following a disruption may be
costly and time-consuming).
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In addition, there are certain types of losses, such as losses from war, acts of terrorism,
earthquakes, typhoons, flooding and other natural disasters for which, in the opinion of our Directors,
cannot be insured against at a reasonable cost or at all. As a result of a disruption at to any of our
facilities, our operation, revenue and profitability could be materially and adversely affected.

We materially rely on a single geographical market for our sales and any adverse economic,
social and/or political conditions affecting the market may materially and adversely affect our
business

As at the Latest Practicable Date, the business operations of our Group are materially based
in the PRC and our customers were primarily domestic PRC customers. For each of the three years
ended 31 December 2014, 2015 and 2016, over 95% of our Group’s revenue was derived from sales
to customers in the PRC. Our production facility is also located in the PRC.

Our business operations and the demand for our products are therefore exposed to any
deterioration in the economic, social and/or political conditions as well as changes in the relevant
government policies in the PRC. In the event of any adverse changes in the economic and social
conditions or government policies in the PRC, our financial position and performance may be
materially and adversely affected if we are unable to divert our business to other regions,.

We rely on major suppliers for the supply of raw materials of a satisfactory quality and their
failure to supply us or our failure to procure raw materials of the requisite quality standard or
at acceptable prices could materially and adversely affect our operations and financial results.

For the years ended 31 December 2014, 2015 and 2016, procurement from our five largest
suppliers in aggregate accounted for approximately 69.0%, 59.7% and 34.6%, respectively, of our
total purchases, and the procurement from our largest supplier accounted for approximately 33.2%,
25.9% and 8.3%, respectively, of our total purchases. In addition to our major suppliers, we also rely
on our supplier of ultra-short throw laser projectors for the production of our Smart Light-adjusting
Projection Systems.

If any of our major or other suppliers fails to meet our purchase orders on a timely basis,
refuses to offer us commercial acceptable terms or fails to supply us with production materials of
the quality that we require or terminates its business with us, then we may not be able to source
production materials from alternative suppliers on a timely basis and/or on commercially acceptable
terms and our business, financial condition and results of operations may be materially and adversely
affected.

We have not entered into any long term purchasing agreement with our largest supplier or other
major suppliers and there is no assurance that there will be no deterioration in our relationship with
our major suppliers and that they will continue to supply raw materials we require with the requisite
quality standard on commercially reasonable terms. Further, we cannot assure you that we will be
able to find suitable alternative suppliers within a short period of time, and as such, any shortage of
or delay in the supply of raw materials we require may materially and adversely affect our operation
and financial performance.
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We have had certain compliance irregularities which may result in the commencement of
enforcement proceedings against us

According to the PRC Social Insurance Law and the Notice on Regulating Social Insurance
Payment Basis Related Issues, our Group is required to make an employee’s contribution to
employees’ social insurance based on the employee’s actual total remuneration over a certain period
of time. According to the Housing Provident Fund Management Regulations and the Guidance on
the Problems of the Management of Housing Provident Fund, we are required make an employee’s
contribution to employees’ housing provident fund based on the employee’s monthly average salary
in the immediately preceding year. However, we have only co-contributed housing contribution and
the social security contribution for our employees on the basis of the minimum remuneration base
(rather than actual remuneration paid) as required by local competent departments.

We cannot assure you that the relevant PRC authorities will not take any enforcement action
against our Company. In the event that enforcement action is taken (i) our Group may be required
to pay the unpaid social security contribution within a prescribed time limit, failing which a late
penalty of 0.05% per day of the unpaid amount and a further fine equivalent to one to three times of
the unpaid amount may become payable by our Group; and (ii) our Group may be required to pay the
unpaid housing contribution within a prescribed time limit, failing which, the PRC authorities may
seek an enforcement order from the People’s Court of the PRC.

In the event that we are ordered by the relevant PRC authorities to pay the unpaid social
security contribution to our employees, our financial condition and reputation may be adversely
affected.

Our tax burden may increase as a result of loss or suspension of high-tech enterprise
accreditation or changes in tax policies of the PRC government

Singyes Applicable Materials, our operating subsidiary, has been recognised and accredited
as a high-tech enterprise in the PRC and is therefore entitled, under current PRC government
policies which encourage technological innovations, to a preferential enterprise income tax rate of
15% (compared to the statutory enterprise income tax rate of 25%) for a period of three years from
1 January 2015 to 31 December 2017. Upon expiry of such accreditation, we will be required to
reapply for such recognition and we will only continue to be accredited if we are able to pass the
required assessments.

The loss or suspension of the new high-tech enterprise accreditation and/or any adverse
adjustment of the relevant tax policies or regulations that the PRC government may introduce from
time to time may significantly increase the tax rate on our revenues, thereby materially and adversely
affecting our business, financial position, results of operations and prospects.

-39 —



RISK FACTORS

Our insurance coverage may not be adequate to cover the risks related to our business and
operations

As at the Latest Practicable Date, we maintained cargo transportation insurance to cover
damages caused during the delivery of our products to our customers as well as insurance relating to
risks in respect of our machinery and equipment. However, we may incur certain losses that cannot
be insured against or that our Directors believe it not commercially reasonable to insure against, such
as product liability claims from defects in our products, theft, litigation or proceedings, personal
injuries to customers caused by defects in our products or losses due to business interruption resulting
from natural disasters such as fire, severe weather, earthquake, war, flooding, power outages or other
natural disasters, accident or malicious damage to any of our production facilities.

We cannot assure you that we have sufficient insurance coverage, or any insurance coverage
at all, to cover losses, damages and liabilities in relation to our business operations. We also cannot
assure you that we will be able to renew all or any of our existing insurance coverage. Any uninsured
or uncovered loss or damage to property, litigation or business disruption may result in us incurring
substantial cost or diverting our resources, which could have a material adverse effect on our results
of operations.

Our future plans are subject to uncertainties and risks

Our growth depends on the implementation of our future plans in connection with our
business. It is intended that the proceeds from the Share Offer will be used for our business expansion
overseas, research and development of new material products and the purchase of new equipment
or improvement of production lines. Further information on our future plans is set out in the section
headed “Future plans and use of proceeds” of this prospectus.

Whether or not our future plans can be implemented successfully depends on various factors
which may be beyond our control. For example, new products developed by us may not receive
adequate market acceptance or sales of our products to overseas markets in which we target may not
meet our expectations.

There is no assurance or guarantee that our future plans may be implemented successfully. We
may also need to incur substantial cost to develop our business in the relevant markets and to hire,
train and retain employees who share our business philosophy and culture. If our future plans prove
to be unsuccessful, our business, results of operations and prospects may be materially and adversely
affected.

In addition, our future plans may place substantial demands on our managerial, operational,
technological, financial and other resources. To manage and support our growth, we may need to
improve our existing operational and administrative systems, improve our financial and management
controls, enhance our ability to recruit, train and retain additional qualified management personnel
and other administrative, sales and marketing staff, and continue managing our relationships with
our suppliers and customers. All of these endeavours will require substantial attention and time from
our management and significant additional expenditures. We cannot assure you that we will be able
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to manage any future growth effectively and efficiently, and our ability to capitalise on new business
opportunities may be materially and adversely affected if we fail to do so, which could in turn
materially adversely affect our business, results of operations, financial condition and prospects.

We may be exposed to product liability claims and latent defect liability claims, which could
adversely affect our results of operations, financial condition and reputation

We may be subject to product liability claims if the products we sell are found to be defective.
We cannot assure you that we will not be subject to any product liability claims or adverse publicity
due to deficiencies in our product quality in the future. In circumstances where the materials supplied
by our suppliers are defective or faulty, there is no assurance that we are able to make corresponding
claims against our suppliers or that any amount recovered from them will be sufficient to cover our
exposure to the relevant claims by our customers.

Regardless of the merits or the outcome of these claims, we may be required to address and, if
necessary, defend ourselves against such claims, which may divert management attention and other
resources from our business and operations. If any product liability claim is brought against us in the
future, whether or not the claim is ultimately successful, the negative publicity associated with such
claims could adversely affect our reputation. Further, any claim may also result in our incurring legal
costs and costs in connection with a product recall campaign or in rectifying any product defects
which may not be recoverable, any of which could have an adverse effect on our business, results of
operations and financial condition.

We may be adversely affected by a lack of growth in the consumer market or if there is a
general market downturn

The continued growth in revenue from our operations is dependent to a material extent on the
continuous and sustainable growth in the construction and consumer markets. However, there is no
assurance that the local economy of our target markets can sustain such growth. Moreover, if the
Chinese economy slows down, it is highly likely that the demand for ITO film, Smart Light-adjusting
Products and Smart Light-adjusting Projection Systems may be reduced. Any continued economic
slowdown or recession may result in a decrease in demand for our products and may have a material
adverse affect on our business results of operations.

Past performance is not necessarily indicative of future performance

The financial information contained in this prospectus is, unless otherwise stated, reflective
of our performance over the Track Record Period only. However, our past performance is not
necessarily indicative of future results. In particular, our future financial performance may be
affected by changing regulations and by changes to the business and economic environment in which
we operate, among other factors.

Moreover, our financial and operating results may not meet the expectations of public
market analysts or investors, which could cause the future price of the Shares to decline. Our
revenue, expenses and operating results may vary from period to period in response to a variety of
factors beyond our control. You should not solely rely on our historical results to predict the future
performance of our Shares.
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RISKS RELATING TO OUR INDUSTRY
We face threats from product alternatives to ITO film

The sale of ITO film contributed significantly to our financial performance over the Track
Record Period. For the years ended 31 December 2014, 2015 and 2016, revenues generated from
the sale of ITO film amounted to approximately RMB18.2 million, RMB18.4 million and RMB13.7
million of our total sales respectively, representing approximately 40.5%, 30.4% and 15.1% of our
total revenue, respectively.

According to the F&S Report, difficulties in producing ITO film for touch screens with
properly balanced conductivity and transparency means that there are companies in the global market
who are working to develop alternatives to ITO film (such as carbon nanotube films, nanowire-
based transparent conductors, metal meshes and conducting polymers). While these alternatives
are still in an experimental development stage and are not yet suitable for mass production, the
discovery of a substitute or alternative to ITO film would pose a material threat to the ITO industry
and may materially and adversely affect our financial performance, results of operations and business
prospects.

There is currently relatively low level of acceptance amongst the public for Smart Light-
adjusting Products and Smart Light-adjusting Projection Systems

According to the F&S Report, the Smart Light-adjusting Products and Smart Light-adjusting
Projection System markets are newly emerging markets in the PRC compared to the rest of the world.
At present, PRC consumers have relatively limited knowledge of the performance and application of
these products and therefore their use for various applications (including domestic and commercial
purposes) is still relatively limited.

As such, the market penetration for our products such as our Smart Light-adjusting Projection
System is currently quite low and consumers may view it as an unnecessary luxury rather than a
commodity. In contrast, traditional display screens such as LCD television have been in the market
for over ten years. LED screen has also been adopted by advertising industry for a long period.
Therefore, customers are more aware of their functionality and they have achieved a higher degree of
acceptance amongst the public.

In addition, because of the relatively high price of raw materials used in production, Smart
Light-adjusting Projection System manufacturers in general fix a relatively high retail price to cover
production costs. In the short run, the cost of such product may seem unaffordable for a regular
income household. We cannot assure you that there will be a rise in the public acceptance of our
products in the near future.
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RISKS RELATING TO OPERATIONS IN THE PRC
We may be materially and negatively affected by a weak PRC economy

The demand for our products is heavily dependent on the health of the PRC economy as our
current sales are primarily targeted at the domestic PRC market.

In a slowing economy, our customers or the end customers of our products market may become
more cautious with their spending. In an economic downturn, some of our customers may downsize
their business or cease business operations altogether, in which case, they may not order any of our
products.

According to the F&S Report, the per capita nominal GDP growth of the PRC is predicted to
slow to a CAGR of 6.8% over the period from 2016 to 2020 compared to a CAGR of 10.6% from
2010 to 2015. A slowdown of the PRC economy may adversely affect the demand for our products,
our profitability and financial position, if the businesses of our customers are negatively affected as a
result.

Any adverse change in the economic, political and social conditions and government policies of
the PRC may affect our business.

We derive a significant majority of our revenue from our operations in the PRC and most of our
assets are located in the PRC. Therefore, our results of operations, financial condition and prospects
are subject to economic, political and legal developments in the PRC.

The economy of the PRC differs from the economies of more developed countries in many
respects, including the extent of government involvement, in the control of foreign exchange and the
allocation of resources. While the economy of the PRC has experienced significant growth in the past
three decades, growth has been uneven across different regions and economic sectors and there is no
assurance that such growth can be sustained. There can be no assurance that the PRC government
will pursue certain economic or industrial policies or that the direction of any economic or industry
reform will be beneficial to our operations. Demand for our goods and services and our business,
financial condition and results of operations may be materially and adversely affected by factors such
as political instability or changes in social conditions in the PRC, changes in the rate or method of
taxation, measures which may introduced to control inflation, deflation or consumer spending as well
as changes in laws, regulations and administrative directives. Further, if the business environment
in the PRC deteriorates as a result of any slowdown in its economic growth, our business may be
materially adversely affected.
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An outbreak of severe communicable disease, extraordinary events such as epidemics, natural
disasters, political unrest and terrorist attacks in the PRC may adversely affect our operating
results directly or indirectly

The outbreak of any severe communicable disease in the PRC may have an adverse effect
on the business sentiment and environment in the PRC, which in turn may have a material adverse
impact on domestic consumption and the overall GDP growth of the PRC. Any slowdown in the
growth of domestic consumption and the GDP may adversely affect our operations (as our customers
may become more cautions with their spending if their business prospects and growth are hampered),
which could affect our financial position and future prospects.

Our existing production facilities, are susceptible to epidemics such as Severe Acute
Respiratory Syndrome (SARS), avian influenza or swine influenza. Past occurrences of epidemics,
depending on their scale of occurrence, have caused different degrees of damage to the national and
local economies in various countries and regions. A recurrence of SARS, avian influenza or swine
influenza or an outbreak of any other epidemics, especially in the cities where we have operations,
may result in material disruptions to our sales, which in turn could materially and adversely affect
our financial condition and results of operations.

In addition, if any of our employees is affected by any severe communicable disease outbreak,
we may be required to close our production facilities and quarantine the employees that have been
suspected of becoming infected, as well as others that have come into contact with those employees
to prevent the spread of the disease. We may also be required to disinfect our affected premises,
which may also cause a temporary suspension of our manufacturing capacity, thus adversely
affecting our operations. In such event, the disruption to our production could affect our financial
condition and operational results.

Other extraordinary events, including political unrest, terrorist attacks and natural disasters
such as earthquakes, snowstorms and hurricanes, could significantly affect our operations if they
occur at or near a location where our production facilities or our suppliers are situated. Such events
may cause personnel casualties, loss of inventory, work disruptions and delays and damages to our
production facilities. If we are not able to react quickly upon the occurrence of such extraordinary
events and our operations are disrupted significantly, and the insurance policies we maintain for the
contracts are not adequate to cover all the losses, our business, financial condition and results of
operations may be materially and adversely affected.

Uncertainties with respect to the legal system of the PRC could materially adversely affect us
Our operations are mainly governed by the laws and regulations of the PRC.

The PRC government has promulgated laws and regulations over the past 20 years regarding
matters such as corporate organisation and governance, issuance and trading of securities,
shareholders’ rights, foreign investment, commerce, taxation and trade. However, many of these laws
and regulations are relatively new and evolving, and are subject to different interpretations and may
be inconsistently implemented and enforced as prior court decisions which may be cited for reference
can have limited precedential value as they are not binding on subsequent cases. These uncertainties
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relating to the interpretation, implementation and enforcement of the PRC laws and regulations and
a system of jurisprudence that gives only limited precedential value to prior court decisions can
affect the legal remedies and protections available to you, and can adversely affect the value of your
investment.

Our Company is a holding company and relies on dividend payments from our PRC subsidiary

We are a holding company and rely principally on dividends paid by our PRC operating
subsidiary to make dividend payments and other distributions in cash, pay expenses, service any
debts incurred, and finance the needs of other subsidiaries. The ability of our PRC subsidiary to
pay dividends or other distributions to us may be subject to its earnings, financial positions, cash
requirements and availability, applicable laws, rules and regulations, and restrictions on making
payments to our Company contained in financing or other agreements. If our PRC subsidiary incurs
debt in its own name in the future, the instruments or agreements governing the debt may restrict it
from declaring dividends or making other distributions to us, which could in turn restrict our ability
to fund our business operations and to pay dividends to our Shareholders. Our Company’s future
declaration of dividends may not reflect our historical declarations of dividends and will be at the
absolute discretion of our Board.

Furthermore, applicable PRC laws, rules and regulations permit payment of dividends by
our PRC subsidiary only out of its accumulated retained earnings, if any, determined in accordance
with PRC accounting standards. Our PRC subsidiary is required to set aside a certain percentage of
its after tax profits based on PRC accounting standards as statutory reserves in accordance with the
requirements of relevant PRC laws and provisions in its articles of associations. As a result, our PRC
subsidiary may be restricted in its ability to transfer a portion of its net income to us whether in the
form of dividends, loans or advances. These restrictions and requirements could reduce the amount
of distributions that we receive from our subsidiaries, which would restrict our ability to fund our
operations, generate income, pay dividends and service our indebtedness. Moreover, these limitations
on the flow of funds between and amongst us and our PRC subsidiary could restrict our ability to
respond to changing market conditions or appropriately allocate funds to our PRC subsidiary in a
timely manner, or at all.

Changes in PRC government policy on foreign investment in China may adversely affect our
business and results of operations

According to the latest version of the ZPpi# & 2483 H ¥k (Foreign Investment
Catalogue*), which became effective on 10 April 2015, our business does not fall within the
prohibited or the restricted category of business.

However, as the Foreign Investment Catalogue may be updated from time to time, there can
be no assurance that the PRC government will not change its policies in a manner that would render
part or all of our business to fall within the restricted or prohibited categories. If we cannot obtain
approval from relevant approval authorities to engage in a business which become prohibited or
restricted for foreign investors, we may be forced to sell or restructure our business which have
become restricted or prohibited for foreign investment. If we are forced to adjust our corporate
structure or business as a result of changes in government policy on foreign investment, our business,
financial condition and results of operations may be adversely affected.
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We may be classified as a “resident enterprise” for PRC enterprise income tax purposes, which
could result in unfavourable tax consequences to us and our non-PRC shareholders

The EIT Law provides that enterprises established outside China whose “de facto management
bodies” are located in China are considered “resident enterprises” and are generally subject to a
uniform 25% enterprise income tax rate on their worldwide income. In addition, the SAT issued the
Notice on Issues Relating to the Bl S A1 75 4 Ja) B 1A 558 1 ik o 6 18 1A SE A 05 B PR S A A A
MEEDTE 1 FE A ZEA B E A A (Determination of Chinese-Controlled Offshore Enterprises
as PRC Resident Enterprises by Applying the “De Facto Management Body” Test*), or the SAT
Circular 82, on 22 April 2009 which came into effect on 1 January 2008.

The SAT Circular 82 classifies certain Chinese-invested enterprises controlled by Chinese
enterprises or Chinese group enterprises and established outside China as “resident enterprises”
and clarifies that dividends and other equity investment income paid by such “resident enterprises”
will be considered as PRC source income, subject to PRC withholding tax, currently at a rate of
10%, when recognised by non-PRC enterprise shareholders. The SAT Circular 82 also subjects
such “resident enterprises” to various other criteria in their dealings with the PRC tax authorities.
Under the implementation regulations to the enterprise income tax, a “de facto management body” is
defined as a body that has material and overall management and control over the business operations,
personnel and human resources, finances and properties of an enterprise. In addition, the SAT
Circular 82 sets out four criteria for determining whether “de facto management bodies” are located
in China for overseas incorporated, domestically controlled enterprises, namely, (1) whether the place
where the senior management in charge of the daily operations and senior management departments
perform their duties are located in China, (2) whether decisions or authorising departments regarding
financial management and human resources are in China, (3) whether primary assets, accounting
books, seals, records and files of shareholders’ meetings and board of directors are in China, and (4)
whether directors or senior management with 50% or more voting rights habitually reside in China
(the “Four Criteria”™).

Enterprises will be considered as “resident enterprises” if the Four Criteria are concurrently
fulfilled. However, as this circular only applies to enterprises established outside of China that
are controlled by PRC enterprises or groups of PRC enterprises, it remains unclear how the tax
authorities will determine the location of “de facto management bodies” for overseas incorporated
enterprises that are controlled by individual PRC residents like us and some of our subsidiaries.
Therefore, although substantially all of our management is currently located in the PRC, it remains
unclear whether the PRC tax authorities would require or permit our overseas registered entities to be
treated as PRC resident enterprises.

We do not believe that our Company, or our Hong Kong subsidiary, namely, Singyes HK
should be deemed to be a “resident enterprise” as each of our offshore holding entities is a company
incorporated outside the PRC. As holding companies, each of these entities’ seals, records and files
of the board and shareholders’ meetings are located and kept outside China. Therefore, we consider
that our Company, and Hong Kong subsidiary do not fulfil one of the Four Criteria set forth by the
SAT Circular 82. As such, we do not currently consider our Company and Hong Kong subsidiary to
be PRC resident enterprises.
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However, if the PRC tax authorities disagree with our assessment and determine that we are a
“resident enterprise”, we may be subject to enterprise income tax at a rate of 25% on our worldwide
income and dividends paid by us to our non-PRC shareholders as well as capital gains recognised
by them with respect to the sale of our Shares may be subject to a PRC withholding tax. This will
have an impact on our effective tax rate, a material adverse effect on our net income and results of
operations, and may require us to withhold tax on our non-PRC shareholders.

SAFE regulations may limit our ability to finance any of our PRC subsidiary effectively and
affect the value of your investment and may make it more difficult for us to pursue growth
through acquisitions

If we finance Singyes Applicable Materials, our operating subsidiary, through overseas
shareholder loans or additional capital contributions, registration with and/or approval of PRC
governmental authorities will be required. Any overseas shareholder loans to our PRC subsidiaries
must be registered with the local branch of SAFE as a procedural matter and such loans cannot
exceed the difference between the total amount of investment our PRC subsidiaries are approved to
make under the relevant PRC laws and their respective registered capital. In addition, the amounts of
the capital contributions are subject to the approval of the MOFCOM or its local counterpart.

On 30 March 2015, SAFE promulgated the {5 5% #HE4S B =) BE A B3R A0 i 5 A ZE 51
TEE AN 4 45 A B A 48 1) (Reforming of the Management Method of the Settlement of
Foreign Currency Capital of Foreign-Invested Enterprises*), or SAFE Circular 19, which became
effective on 1 June 2015. Under SAFE Circular 19, a foreign-invested enterprise may also choose
converting its registered capital from foreign currency to RMB on a discretionary basis, but shall not
use such converted registered capital to provide entrusted loans or repay loans between non-financial
enterprises. A foreign-invested enterprise with equity investments as its main business can use the
RMB capital converted for equity investments within the PRC. General foreign-invested enterprises,
other than ones mentioned above, can make domestic equity investment with the capital in foreign
currencies or the capital obtained from foreign exchange settlement within the PRC.

We cannot assure you that we will be able to complete the necessary government registrations
or obtain the necessary government approvals on a timely basis, or at all, with respect to future loans
or capital contributions by us to any PRC subsidiary. If we fail to complete such registrations or
obtain such approvals, our ability to contribute additional capital to fund our PRC operations may be
negatively affected, which could adversely and materially affect our liquidity and our ability to fund
and expand our business.

Failure to comply with workplace safety regulations in the PRC may result in the imposition to
penalties or fines on our Group and may adversely affect our reputation and business operation

Our operations are subject to applicable workplace health and safety, fire safety, fire prevention
laws and other regulations. The PRC government may adopt a more stringent enforcement approach
or promulgate more stringent laws and regulations. As such, we may need to allocate more capital
expenditure in order to ensure compliance with the relevant laws and regulations. If we fail to comply
with such laws or regulations, we may be required to take corrective actions, or pay penalties or fines.
Any of these factors may have a material adverse effect on our business operations and results.
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You may experience difficulties in effecting service of legal process or enforcing foreign
judgments against our management.

A majority of our Directors and senior management reside in the PRC and substantially all of
their assets are located in the PRC. It may be difficult for investors to effect service of process upon
those persons residing in the PRC or to enforce against them in the PRC any judgments obtained
from non-PRC courts.

On 14 July 2006, the Supreme People’s Court of the PRC and the Government of Hong
Kong signed an Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil
and Commercial Matters. Under this arrangement, where any designated People’s Court or any
designated Hong Kong court has made an enforceable final judgment requiring payment of money in
a civil and commercial case pursuant to a choice of court agreement, any party concerned may apply
to the relevant People’s Court of the PRC or the Hong Kong court for recognition and enforcement
of the judgment. Although the arrangement became effective on 1 August 2008, the outcome and
effectiveness of any action brought under the arrangement remains uncertain.

RISK RELATING TO THE SHARE OFFER

An active trading market may not develop

Prior to the Share Offer, there has not been a public market for our Shares. The Offer Price for
the Offer Shares was the result of negotiations among our Company and the Joint Lead Managers
(for themselves and on behalf of the Underwriters). The Offer Price may differ significantly from
the market price for the Shares following the Share Offer. Furthermore, there is no assurance that an
active or liquid public market for our Shares will develop or be sustained if developed. An investor
who purchases our Shares in the Share Offer may not be able to resell such Shares at or above the
initial Offer Price. The market price of our Shares may decline below the initial Offer Price.

There has been no prior public market for our Shares, and the liquidity, market price and
trading volume of the Shares may be volatile which may result in substantial losses for
investors purchasing our Shares in Share Offer

The market price of our Shares and trading volume of our Shares may be volatile. The market
price and trading volume of our Shares may fluctuate significantly and rapidly as a result of the
following factors, some of which are beyond our control:

. the variations in our revenue, earnings, results of operations and cash flows;

. announcement by us of joint ventures, significant acquisitions and strategic alliances;
. regulatory developments affecting our Group or its operations;

. industrial accidents suffered by, or involving employees of, our Group;

. involvement of our Group in litigation and proceedings;

. addition or departure of key personnel;
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. general economic and stock market conditions; and

. changes in securities analyst’ estimates of our financial performance.

There is no assurance that such developments will or will not occur and it is difficult to
quantify the impact on our Group and on the trading volume and market price of the Shares. In
addition, the Stock Exchange has from time to time experienced significant price and volume
fluctuations that have affected the market prices for the securities of companies quoted on the Stock
Exchange but which were unrelated or did not fully correspond to the operating performance of
related companies. They could also be adversely affected by factors beyond our control and unrelated
to our business performance such as a downturn in the global and PRC economy.

Risk of dilution of the Shareholders’ equity interests

In the future, we may need to raise additional funds in the future to finance acquisitions,
expansion or new developments of our business. If funds are raised through the issue of new
equity and equity-linked securities of our Company other than on a pro-rata basis to the existing
Shareholders, Shareholders may experience dilution in their percentage shareholdings in our
Company. Furthermore, it is also possible that such new securities may have preferred rights, options
or pre-emptive rights that render them more valuable than or senior to the Shares.

The interests of our Controlling Shareholder may not be aligned with the interests of our other
Shareholders

Immediately upon the completion of the Capitalisation Issue and Share Offer (assuming no
exercise of the Offer Size Adjustment Option), our Controlling Shareholders will be interested in
the aggregate, directly and indirectly, 67.6% of our entire issued share capital. These Controlling
Shareholders, acting singly or collectively with other Shareholders, may have the ability to exercise
significant influence over our business, including matters relating to (i) our management, especially
in the composition of our senior management; (ii) our business strategies and plans; (iii) distribution
of dividends; and/or (iv) plans relating to major corporate activities, such as strategic investments,
mergers and acquisitions, joint ventures, investments and divestitures. Our Controlling Shareholders
may take action that are not in our or our other Shareholders’ interests as a whole.

We do not currently have a dividend policy and the declaration of dividends is at the discretion
of our Directors

Our Group did not declare or pay any dividends during the Track Record Period. As such,

there is no reference or basis to determine the level of dividends that may be declared and paid to our
Shareholders after the Listing.
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After the completion of the Share Offer, our Shareholders will be entitled to receive dividends
only when declared by our Directors. Our Company does not have any pre-determined dividend
policy or dividend distribution ratio. The payment and the amount of any future dividends will be
at the discretion of our Directors, and will depend on our future operations and earnings, capital
requirements and surplus, cash flow, future prospects, general financial condition and other factors
that our Directors may consider relevant. As these factors and the payment of dividends are at
the discretion of our Board (which reserves the right to change its plan in relation to payment of
dividends from time to time), there can be no assurance that any particular dividend amount, or any
dividend at all, will be declared or paid in the future. Further, any dividend distribution is subject to
our compliance with requirements under the Companies Act and the provisions of our Memorandum
of Association and Bye-laws. Further, we may not have sufficient profits to enable us to make
dividend distributions to our Shareholders in the future, even if our financial statements indicate that
our operations have been profitable.

Risk of future sales of Shares by existing Shareholders

Future sales of a substantial number of our Shares by our existing Shareholders, or the
possibility of such sales, could negatively impact the market price of our Shares in Hong Kong and
our ability to raise equity capital in the future at a time and price that we deem appropriate.

There is no guarantee that the Substantial Shareholders or Controlling Shareholders will not
dispose of the Shares held by them after the lock-up period applicable to them, the effect of which,
if any, on the market price of the Shares cannot be predicted. The Shares held by our Controlling
Shareholders and pre-1PO investors (including Raton Race and Kunlun Holdings), are subject to
certain lock-up periods beginning on the date on which trading in our Shares commences on the
Stock Exchange, details of which are set out in the sections headed ‘““‘Relationship with Controlling
Shareholders — Non-disposal undertaking” and “Underwriting” of this prospectus.

It is also possible that there may be a sale of a substantial amount of Shares by any of the
Substantial Shareholders or Controlling Shareholders or the perception that these sales may occur,
which may materially and adversely affect the prevailing market price of the Shares.

RISKS RELATING TO THIS PROSPECTUS
Risk of accuracy and completeness of statistics and facts

This prospectus contains certain statistics and facts that have been extracted from government
official sources and publications or other sources. We believe that these sources are appropriate for
such statistics and facts and have taken reasonable care in extracting and reproducing such statistics
and facts. We have no reason to believe that such statistics and facts are false or misleading or that
any fact has been omitted that would render such statistics and facts false or misleading. These
statistics and facts have not yet been independently verified by us, the Sole Sponsor, the Joint Lead
Managers, the Underwriters, any of their respective directors or any other party involved in the Share
Offer and therefore, we make no representation as to the accuracy or completeness of these statistics
and facts, as such these statistics and facts should not be unduly relied upon.
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Investors should read the entire prospectus carefully and should not consider any particular
statements in this prospectus or in published media reports without carefully considering the
risks and other information contained in this prospectus

There may have been coverage in the media regarding the Share Offer and our operations.
We do not accept any responsibility for the accuracy or completeness of the information and make
no representation as to the appropriateness, accuracy, completeness or reliability of any information
disseminated in the media. To the extent that any of the information in the media is inconsistent or
conflicts with the information contained in this prospectus, we disclaim it. Accordingly, prospective
investors should not rely on any of the information in press articles or other media coverage.

Forward-looking statements contained in this prospectus are subject to risks and uncertainties
and therefore investors should not place undue reliable on such information

This prospectus contains certain forward-looking statements relating to the plans, objectives,
expectations and intentions of our Directors and our Group. Such forward-looking statements are
based on numerous assumptions as to the present and future business strategies of our Group and the
development of the environment in which our Group operates. Any and all of those assumptions could
prove to be inaccurate and, as a result, the forward-looking statements based on those assumptions
could also be incorrect. These statements involve known and unknown risks, uncertainties and other
factors which may cause the actual financial results, performance or achievements of our Group to be
materially different from the anticipated financial results, performance or achievements of our Group
expressed or implied by these statements. In light of these and other risks and uncertainties, the
inclusion of forward-looking statements in this prospectus should not be regarded as representations
or warranties by us that our plans and objectives will be achieved and these forward-looking
statements should be considered in light of various important factors, including those set forth in this
section.

Subject to the GEM Listing Rules, we do not intend to publicly update or otherwise revise the
forward-looking statements in this prospectus, whether as a result of new information, future events
or otherwise. Accordingly, you should not place undue reliance on any forward-looking information.
All forward-looking statements in this prospectus are qualified by reference to this cautionary
statement.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies Ordinance, the Companies (Winding
Up and Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing)
Rules (Chapter 571V of the Laws of Hong Kong) and the GEM Listing Rules for the purpose of
giving information with regard to our Company. Our Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief, the information contained in this prospectus
is accurate and complete in all material respects and is not misleading or deceptive and there are no
other matters the omission of which would make any statement herein or this prospectus misleading.

Printed copies of this prospectus as required by the GEM Listing Rules and the Companies
(Winding up and Miscellaneous Provisions) Ordinance are available for inspection, for information
purposes only, during normal office hours from 9:00 a.m. to 5:00 p.m. at the office of Octal Capital
Limited at 802-805, 8th Floor, Nan Fung Tower, 88 Connaught Road Central, Hong Kong up to and
including the date which is 14 days from the date of this prospectus.

OFFER SHARES ARE FULLY UNDERWRITTEN
This prospectus sets out the terms and conditions of the Share Offer.

This prospectus is published solely in connection with the Share Offer, which is sponsored
by the Sole Sponsor and managed by the Joint Lead Managers and is fully underwritten by the
Underwriters (subject to the terms and conditions of the Underwriting Agreements). Further
information about the Underwriters and the underwriting arrangements is contained in the section
headed “Underwriting” of this prospectus.

RESTRICTIONS ON SALE OF THE OFFER SHARES

As at the Latest Practicable Date, no action has been taken in any jurisdiction other than
Hong Kong to permit the offering of the Offer Shares or the distribution of this prospectus in any
jurisdiction other than Hong Kong. Accordingly, this prospectus may not be used for the purposes of,
and does not constitute, an offer or invitation in any jurisdiction or in any circumstance in which such
offer or invitation is not authorised or to any person to whom it is unlawful to make an unauthorised
offer or invitation. No invitation may be made to the public in Bermuda to subscribe for or purchase
any of the Offer Shares.

Prospective applicants for the Offer Shares should consult their financial advisers and
take legal advice, as appropriate to inform themselves of, and to observe, all applicable laws and
regulations of any relevant jurisdiction. Prospective applicants for the Offer Shares should inform
themselves as to the relevant legal requirements and any applicable exchange control regulations and
applicable taxes in the countries of their respective citizenship, residence or domicile.
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Each person acquiring the Offer Shares will be required to confirm, or be deemed by his/
her subscription or acquisition of the Offer Shares to have confirmed that he/she is aware of the
restrictions on offers and sales of the Offer Shares described in this prospectus and that he/she is not
subscribing for and has not been offered any Offer Shares in circumstances that contravene any such
restriction.

APPLICATION FOR LISTING ON GEM

Application has been made to the Listing Division for the listing of, and permission to deal in,
the Shares in issue and to be issued pursuant to the Capitalisation Issue and the Share Offer and any
new Shares which may be allotted and issued pursuant to the exercise of the Offer Size Adjustment
Option as otherwise described herein.

No part of our Company’s share or loan capital is listed or dealt in on any other stock exchange
and, save as disclosed in the paragraph above, no such listing or permission to deal is being or is
proposed to be sought.

Under Section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment or transfer made in respect of any placing of the Offer Shares will be
void if permission for the listing of, and dealing in, the Shares on GEM has been refused before
the expiration of three weeks from the date of closing of the Share Offer or such longer period (not
exceeding six weeks) as may, within the said three weeks, be notified to our Company by or on behalf
of the Stock Exchange.

Only securities registered on the branch register of members of our Company kept in Hong
Kong may be traded on GEM unless the Stock Exchange otherwise agrees.

Pursuant to Rule 11.23(7) of the GEM Listing Rules, at least 25% of the total issued share
capital of our Company must at all times be held by the public.

As disclosed in the section headed “History, reorganisation and group structure” of this
prospectus, Kunlun Holdings Group Limited and Raton Race Investments Limited, Independent
Third Parties (collectively, the “PE Investors™), will collectively hold approximately 7.4% of the
enlarged issue share capital of our Company immediately after the completion of the Capitalisation
Issue and the Share Offer (without taking into account of any new Shares which may be allotted and
issued pursuant to the exercise of the Offer Size Adjustment Option) and their shareholding will be
counted as part of the public float upon Listing.

Pursuant to the Preferential Offering, up to 4,432,000 Shares, representing approximately
0.9% of the enlarged issue share capital of our Company immediately after the completion of the
Capitalisation Issue and the Share Offer (without taking into account of any new Shares which
may be allotted and issued pursuant to the exercise of the Offer Size Adjustment Option) may be
subscribed by and placed to Strong Eagle.
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Accordingly, the total number of Shares which will be in the hands of the public upon the
Listing will be approximately 151,243,675 Shares, representing approximately 31.5% of the enlarged
issued share capital of our Company immediately following completion of the Capitalisation Issue
and the Share Offer (without taking into account any new Shares which may be allotted and issued
pursuant to the exercise of the Offer Size Adjustment Option), comprising (i) 155,568,000 Offer
Shares, representing approximately 24.1% of the enlarged issued share capital; and (ii) 35,675,675
Shares held by the PE Investors, representing approximately 7.4% of the enlarged issued share
capital. This is in compliance with public float requirements under Rule 11.23(7) of the GEM Listing
Rules.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors for the Offer Shares are recommended to consult their professional advisers
if they are in doubt as to the taxation implications of the subscription for, holding, purchase, disposal
of or dealing in the Shares or exercising their rights thereunder.

It is emphasised that none of our Company, our Directors, the Sole Sponsor, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters and their respective directors or employees
or any other persons involved in the Share Offer accepts responsibility for any tax effects on, or
liability of, holders of Shares resulting from the subscription for, holding, purchase, disposal of or
dealing in the Shares or exercising any rights attached to them.

REGISTER OF MEMBERS AND STAMP DUTY

All Shares in issue pursuant to applications in the Share Offer and the Preferential Offering
will be registered on the branch register of members of the Company to be kept in Hong Kong by
Tricor Investor Services Limited. The principal share register will be maintained in Bermuda by our
Company’s principal share registrar, Conyers Corporate Services (Bermuda) Limited. The Shares are
freely transferable, but only Shares registered on our branch share register maintained in Hong Kong
may be traded on GEM, unless the Stock Exchange otherwise agrees.

Dealings in the Shares registered on the branch share register of our Company in Hong
Kong will be subject to Hong Kong stamp duty. For further details about Hong Kong stamp duty,
please refer to the paragraph headed “Taxation of holders of Shares” under the section headed
“Other information” in Appendix IV to this prospectus. Dealings in the Shares will not be subject to
Bermuda stamp duty.

Unless our Board determines otherwise, dividends payable in HKS$ in respect of the Shares
will be paid by cheque sent at the Shareholder’s risk to the registered address of each Shareholder or,
in the case of joint holders, the registered address of that one whose name stands first in the register
in respect of the joint holding or to such person and to such address as the holder or joint holders may
in writing direct.

— 54—



INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

STRUCTURE AND CONDITIONS OF THE SHARE OFFER

Further details of the structure and conditions of the Share Offer are set out in the section
headed “Structure and conditions of the Share Offer” of this prospectus.

PREFERENTIAL OFFERING

In order to enable the shareholders of Singyes Solar to participate in the Share Offer on a
preferential basis as to allocation only, the Qualifying Singyes Solar Shareholders are being invited
to apply for an aggregate of 12,000,000 Reserved Shares (representing 10% of the Offer Shares
and about 2.5% of the enlarged share capital of the Company upon completion of the Share Offer
and the Capitalisation Issue assuming that the Offer Size Adjustment Option is not exercised) in the
Preferential Offering on the basis of an Assured Entitlement of one Reserved Share for every whole
multiple of 69 Singyes Solar Shares held by them as at 4:30 p.m. on the Record Date. Holders of less
than 69 Singyes Solar Shares as at 4:30 p.m. on the Record Date will not be entitled to apply for the
Reserved Shares. The Reserved Shares are being offered out of the Offer Shares being offered under
the Share Offer.

Further details are set out under the paragraph headed “The Preferential Offering” in the
section headed “Structure and conditions of the Share Offer” in this prospectus.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the approval of the listing of, and permission to deal in, the Shares in issue and to
be issued as mentioned in this prospectus on GEM and the compliance with the stock admission
requirements of HKSCC, the Shares will be accepted as eligible securities by HKSCC for deposit,
clearance and settlement in CCASS with effect from the Listing Date, or on any other date as may
be determined by HKSCC. Settlement of transactions between participants of the Stock Exchange is
required to take place in CCASS on the second business day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS. If
investors are unsure about the details of CCASS settlement arrangement and how such arrangements
will affect their rights and interests, they should seek the advice of their stock broker or other
professional adviser.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on GEM are expected to commence on or about Friday, 21 July 2017.
Shares will be traded in board lots of 4,000 shares each. The stock code of our Shares is 8073.
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LANGUAGE

If there are any inconsistencies between this prospectus and the Chinese translation of
this prospectus, this prospectus shall prevail. Names of any laws and regulations, governmental
authorities, institutions, natural persons or other entities which have been translated into English
and included in this prospectus and for which no official English translation exists are unofficial
translations for reference only.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, totals of rows or columns of numbers in tables may not be equal
to the apparent total of individual items. Where information is presented in thousands or millions of
units, amounts may have been rounded up or down. Any discrepancies in any table between totals
and sums of amounts listed therein are due to rounding.

EXCHANGE RATE CONVERSION

In this prospectus, unless otherwise specified, for the purpose of this prospectus, amounts
denominated in RMB are translated into HKS$ at the rates of RMB0.87422 to HK$1.00, being the
average middle exchange rate of Hong Kong dollar to Renminbi announced by The People’s Bank
of China as at the Latest Practicable Date, and amounts denominated in US$ are translated into HK$
at the rates of US$1.00 to HK$7.8 for illustration purpose only. No representation is made that any
amount in US$, RMB and HKS could have been or could be converted at the above rates or at any
other rates or at all.
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THE SPIN-OFF

On 10 March 2016, Singyes Solar submitted a proposal for the Spin-oft to the Stock Exchange
pursuant to Practice Note 15 of the Listing Rules. On 21 July 2016, Singyes Solar obtained approval
from the Stock Exchange to proceed with the Spin-off. The reduction of Singyes Solar’s shareholding
interest in our Company following completion of the Spin-off does not constitute a notifiable
transaction of Singyes Solar under the Listing Rules and accordingly Singyes Solar is not required to
obtain the approval of its shareholders in respect of the Spin-off.

As at the Latest Practicable Date, the Remaining Group was principally engaged in the
business of: (i) environmental protection applications, namely the application of various “green”
technology and applications (such as energy-saving curtain walls and solar thermal collectors and
converters) to buildings in the PRC; and (ii) renewable energy project and integration applications,
such as photovoltaic power station and solar farms and water heating systems in the PRC (collectively
referred to as the “Remaining Businesses”), whereas our Group focused on the research and
development, production and sales of ITO film, Smart Light-adjusting Products and Smart Light-
adjusting Projection System.

REASONS FOR AND BENEFITS OF THE SPIN-OFF

The business of our Group has grown to a size sufficient to command a separate listing status
on the GEM and such listing will be beneficial to the Remaining Group and our Group for the
following reasons:

(a) enhancing the operational and financial transparency of our Group: given the
difference in the nature of businesses of our Group and the Remaining Group, the Spin-
off is anticipated to enhance operational and financial transparency of our Group and
therefore provide investors with a clearer understanding of the respective operations and
financial performance of our Group and the Remaining Group. Investors will be able
to appraise the strategies, functional exposure, risk and returns with our Group and the
Remaining Group separately. It is expected that each of our Group and the Remaining
Group will be able to improve their capital raising capability as they will be able to
target their respective shareholder bases more effectively;

(b) more defined business focus: our Group and the Remaining Group are believed to
have different growth paths and different strategies due to the differences in the nature
of their businesses. Thus, the Spin-off will allow separate platforms for the business
of our Group and the Remaining Group to grow with more focused development and
strategic planning of their respective operations. Further, there are clear benefits for
management of our Group to focus and dedicate more of their time on such ventures as
our Smart Light-adjusting Projection System, which will in turn enhance their efficiency
and decision-marketing processes and consequently assist in generating value to
shareholders;

(c) taking advantage of our Group’s growth potential: the Spin-off is expected to enable
our Group to take advantage of our growth potential (which will be enhanced under a
focused management capable of driving performance and execution of more specific
strategies applicable to our Group) by attracting new investors who are seeking
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investments in new material products industries. With a separate listing, our Group
should have more flexibility in meeting our funding needs, pursuing our growth paths
and implementing our strategies. The Remaining Group will also benefit as it adopts
a more focused approach and works to maximise synergies of businesses and capital
structure;

(d) enhancing our capital raising capability: the Spin-off will provide a separate fund
raising platform for our Company which will be able to access both equity and debt
capital markets directly and without reliance on the Remaining Group. The separate
Listing of our Group will also facilitate the securing of bank credit facilities which will
in turn improve the respective financial status of both our Company and Singyes Solar;

(e) enmhancing the value of our Company: the Spin-off and the Listing of our Company is
expected to enhance the value of our Group as the Listing is expected to:

(i)  enhance our Group’s profile amongst our customers, suppliers, and other business
partners, as well as our ability to recruit good talents available;

(i) lead to a more direct alignment of our management’s responsibilities and
accountability with our operating and financial performance, as a result of
heightened scrutiny of the investor community. This is anticipated to enhance
management focus, lead to faster response-time to market changes as well
as increase operational efficiency. It will be relatively easier to measure the
management’s performance against the stock market performance of our
Company in comparison with our industry peers listed on the Stock Exchange.
It will also be possible to link management incentives to performance, thereby
increasing management motivation and commitment; and

(iii) provide clarity on the credit profile of our Company for rating agencies and
financial institutions that wish to analyse and lend against the credit of a company
engaged in similar business.

THE PREFERENTIAL OFFERING

In order to enable Singyes Solar Shareholders to participate in the Share Offer on a preferential
basis as to allocation only, subject to the Listing Division granting approval of the listing of, and
permission to deal in, the Shares on the GEM of the Stock Exchange and the Share Offer becoming
unconditional, Qualifying Singyes Solar Shareholders are being invited to apply for an aggregate of
12,000,000 Reserved Shares (representing 10% of the Offer Shares and 2.5% of the enlarged share
capital of the Company upon completion of the Share Offer assuming the Offer Size Adjustment
Option is not exercised) in the Preferential Offering on the basis of Assured Entitlement of one
Reserved Shares for every whole multiple of 69 Singyes Solar Shares held by them at 4:30 p.m. on
the Record Date.

Please refer to the section headed “Structure and conditions of the Share Offer — the
Preferential Offering” of this prospectus for further information.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS
Name

Chairman and Non-executive Director

LIU Hongwei (B|4L4E)

Executive Directors

SUN Jinli (12 4:7%)

ZHAO Feng (i 14)

ZHANG Chao (7 #8)

TANG Liwen (3557.30)

Address

Room 901, Unit 2

Block 2

Vanke Zhubin Garden

No. 177, Jing Shan Road
Zhuhai City

Guangdong Province, the PRC

Room, 2703

Block 6

Fineland Orient

No. 233 Jiangmin Road
Zhuhai City

Guangdong Province, the PRC

15-1-1501 Shangdonglingyu
88 Xiangzhou Shixi Road
Xiangzhou District

Zhuhai City

Guangdong Province, the PRC

Room 2203, Unit 1

Block 17, Phase Two

Zhongzhu Uptown

Xiangzhou District, Zhuhai City
Guangdong Province, the PRC

Room 12A, Block 18

123 Shihua East Road

Jida, Zhuhai City

Guangdong Province, the PRC
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Nationality

Chinese

Chinese

Chinese

Chinese

Chinese



DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Independent Non-executive Directors

LEE Kwok Tung Louis (%[5 #§) Flat B, 16/F, Tower 1 Chinese
Grand Promenade
38 Tai Hong Street
Hong Kong

WEI Junfeng (%45 &%) Room 902, 9/F Chinese
Lane 1650, Jinxiu Road
Pudong New Area
Shanghai, the PRC

LI Ling (Z=#2) Room 203, Block 40 Chinese
Yang Cheng Yuan
Jinan University
Guangzhou City
Guangdong Province, the PRC

For further information, please refer to the section headed “Directors, senior management and
employees” of this prospectus.

PARTIES INVOLVED IN THE SHARE OFFER

Sole Sponsor Octal Capital Limited
802-805, 8th Floor
Nan Fung Tower
88 Connaught Road, Central
Hong Kong

Joint Bookrunners and Yuanta Securities (Hong Kong) Company Limited
Joint Lead Managers 23/F, Tower 1
Admiralty Centre
18 Harcourt Road
Admiralty
Hong Kong

China Everbright Securities (HK) Limited
24th Floor, Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong
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Legal advisers to our Company
as to Hong Kong law

Legal advisers to our Company
as to PRC law

Legal advisers to our Company
as to Bermuda law

Legal advisers to the Sole
Sponsor and the Underwriters
as to Hong Kong law

Legal advisers to the Sole Sponsor

and the Underwriters as to PRC law

Auditors and reporting accountants

Industry consultant

Receiving bank

Jeffrey Mak Law Firm

1309, 13th Floor, Prince’s Building
10 Chater Road, Central

Hong Kong

Grandall Law Firm (Shanghai)
23-25F, Garden Square

968 West Beijing Road
Shanghai, the PRC

Conyers Dill & Pearman
29/F, One Exchange Square
8 Connaught Place

Central

Hong Kong

Charltons

12th Floor, Dominion Centre
43-59 Queen’s Road East
Hong Kong

Jingtian & Gongcheng

34/F, Tower 3, China Central Place
77 Jianguo Road

Chaoyang District

Beijing 100025, the PRC

Ernst & Young
22/F, CITIC Tower
1 Tim Mei Avenue
Central

Hong Kong

Frost & Sullivan

Room 1018, Tower B

No. 500 Yunjin Road
Xuhui District

Shanghai 200232, the PRC

Industrial and Commercial Bank of China (Asia) Limited
33/F, ICBC Tower

3 Garden Road

Central

Hong Kong
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CORPORATE INFORMATION

Registered office

Headquarter and principal place of
business in the PRC

Principal place of business
in Hong Kong

Company’s website address

Company secretary

Authorised representatives
(and compliance officer) for the
purpose of the GEM Listing Rules

Authorised representatives (for the
purpose of Part 16 of the Companies
Ordinance)

Audit committee

Remuneration committee

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

Levels 1 and 2

Factory Building No.7

Zhuhai Xingye New Energy and Industrial Park
9 Jinzhu Road

Gaoxin District, Zhuhai City

Guangdong province, the PRC

Unit 3108, 31/F China Merchants Tower
Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong

WWwWw.syeamt.com
(information contained on this website
does not form part of this prospectus)

Lau Wai Han

(Member of the Hong Kong Institute of Certified Public
Accountants)

Unit 3108, 31/F China Merchants Tower

Shun Tak Centre, 168-200 Connaught Road

Central, Hong Kong

Sun Jinli

Unit 3108, 31/F China Merchants Tower
Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong

Lau Wai Han

Unit 3108, 31/F China Merchants Tower
Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong

Lee Kwok Tung Louis (Chairman)
Wei Junfeng

Li Ling

Wei Junfeng (Chairman)

Lee Kwok Tung Louis
Li Ling
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CORPORATE INFORMATION

Nomination committee

Principal bankers

Principal share registrar and
transfer office

Hong Kong branch share registrar
and transfer office

Compliance advisor

Liu Hongwei (Chairman)
Wei Junfeng
Li Ling

Agricultural Bank of China Zhuhai South Bay Branch
No. 35 Pinglan Road

Xiangzhou District

Zhuhai

the PRC

Hongkong and Shanghai Banking Corporation Limited
400 Des Voeux Road Central

Central

Hong Kong

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton, HM 08

Bermuda

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

Octal Capital Limited
802-805, 8th Floor

Nan Fung Tower

88 Connaught Road Central
Hong Kong
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INDUSTRY OVERVIEW

This section contains certain information which is derived from official government
publications and industry sources as well as a commissioned report from Frost & Sullivan. Our
Directors believe that the sources of information extracted from F&S Report are appropriate
sources for such information and have taken reasonable care in extracting and reproducing such
information. We have no reason to believe that such information is false or misleading or that any
fact has been omitted that would render such information false or misleading. The information
has not been independently verified by us, the Sole Sponsor, the Joint Bookrunners and the
Joint Lead Managers, the Underwriters or any other party involved in the Share Offer and no
representation is given as to its accuracy. The information from official government publications
may not be consistent with information available from other sources within or outside the PRC
and Hong Kong. Neither our Group, its affiliates or advisors, the Underwriters or their affiliates
or advisors, nor any other party involved in the Share Offer make any representation as to the
accuracy, completeness or fairness of such information from official government publications.
After taking reasonable care, our Directors confirmed that there was no adverse change in the
market information since the date of the F&S Report up to the Latest Practicable Date, which may
qualify, contradict or have an impact on the information in this section.

SOURCES OF INFORMATION AND RESEARCH METHODOLOGY

We commissioned Frost & Sullivan, an Independent Third Party, to conduct a market analysis
and to provide a market research report on China’s ITO film industry, the Smart Light-adjusting
Products industry and the Smart Light-adjusting Projection System industry. Frost & Sullivan is an
independent global consulting firm, which was founded in 1961 in New York and offers industry
research and market strategies and provides growth consulting and corporate training. We incurred a
total of RMB350,000 in fees and expenses for the preparation of the F&S Report.

Frost & Sullivan has conducted detailed primary research which involved discussing the
status of the industry with certain leading industry participants. Frost & Sullivan has also conducted
secondary research which involved reviewing company reports, independent research reports and
data based on its own research database. Frost & Sullivan has obtained the figures for the estimated
total market size from historical data analysis plotted against macroeconomic data as well as
considered the above-mentioned industry key drivers.

In compiling the F&S Report, Frost & Sullivan has adopted the following key assumptions:

. the social, economic and political environment of the PRC is likely to remain stable in
the forecast period; and

. related industry key drivers are likely to drive the market in the forecast period.
OVERVIEW OF ITO FILM INDUSTRY IN CHINA

Indium tin oxide (ITO) is a ternary composition of indium, tin and oxygen which is the
most widely used transparent conducting oxide because of its electrical conductivity and optical
transparency as well as the ease with which it can be deposited as a thin film. ITO film is widely used
in modern industry such as electronic displays (such as flat panel displays and touch screens) and is a
very important raw material used in the production of Smart Light-adjusting Products (as described
below).
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The market size of the ITO film industry by revenue reached RMB854.5 million in 2015 and
grew at a CAGR of 12.9% from 2010 to 2015, driven by growing domestic demand. Over 70% of
sales of ITO film products are made to the electronic displays industry for applications such as LCD
screens, plasma display panels, electroluminescent displays and touch panels.

With the gradual rising popularity of Smart Light-adjusting Products which are applied for
use in advertisement displays, high-end residential and commercial buildings as well as other fields,
it is anticipated that there will be an increase in demand for ITO film. With the development of
downstream application segments, it is expected that the market size of the ITO film industry in terms
of revenue will reach RMB1,918.7 million in 2020, representing growth at a CAGR of 18.1% over

the period from 2016 to 2020.
China ITO Film Market Size by Revenue, 2010-2020E

RMB in millions
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Raw material price analysis for ITO film market

The major raw materials of ITO film are: (i) PET film, which represents 60-70% of the
total production cost of ITO film; and (ii) ITO Targets. The following chart illustrates the prices
movements of PET film and ITO Targets in the PRC from 2010 to 2016 Q3:

Price Curve of PET Film, China, 2010 Q1-2016 Q3
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Price Curve of ITO Target (206*100mm*6T), China, 2010 Q1-2016 Q3
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The price of PET film increased over the period from the first quarter of 2010 to the fourth
quarter of 2012 with slight fluctuations due to changes in supply volume, and reached RMB92.2/
sq.m. by the end of 2012. However, there is a decreasing trend in pricing since the first quarter
of 2013 due to increasing capacity of suppliers for mass production as well as technological
advancements which lowered costs. A steady decrease in pricing is expected in the next few years.

The price of ITO target has witnessed slight fluctuations over the period from 2010 to 2016
Q3 but stabilised between RMB3,000 per piece to RMB3,120 per piece. The price of ITO target in
the PRC is expected to decrease in the future due to technological advancements as well as reduced
reliance on import of indium, being a major raw material of ITO target, as China is the world’s largest
indium exporter.

Price analysis of the ITO film market

The average sales price of ITO film decreased from RMB145.4/sq.m. in 2010 to RMB115.6/
sq.m. in 2015 due to increasing capacity of suppliers for mass production, technological
advancements as well as decreasing price of raw materials. The drop was particularly evident in 2015
due to slowing growth of the smartphone market as well as a downturn in the domestic construction
market. With the steadily growing PRC domestic economy and increasing popularity of downstream
products however, it is expected that the price of ITO film will decrease at a slower rate in the next
few years.

Average Price Curve of ITO Film, China, 2010-2020E
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Competitive landscape

The ITO film market in China is a highly centralised market with top ten producers accounting
for 81.5% and 83.9% of the total market share in 2014 and 2015 respectively. Singyes Applicable
Materials, our key operating subsidiary was ranked ninth (with market share of 2.4% by revenue) and
eighth (with market share of 2.1% by revenue) in 2014 and 2015 respectively. The following chart
shows the market position of Singyes Applicable Materials in 2015:

- Competitor A
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[ Competitor C
] Competitor D
= Competitor E
[] Competitor F
[ Competitor G
[ Singyes Applicable Materials
[ Competitor H
|:| Competitor I

[] others

2.1%1.3%

Source: Frost & Sullivan

Future outlook and market trends

It is expected that the ITO film market in the PRC will be affected by the following factors in
the near future:

@

(i)

(iii)

(iv)

increasing downstream applications: demand for ITO film is expected to increase
mainly driven by demand from the touch screen manufacturing industry where sales of
smartphones in the PRC grew at a CAGR of 19.5% from 2012 to 2015. Further, due to
the rapid economic development and rise in disposal income in the PRC (with nominal
GDP per capital expected to grow at CAGR of 6.8% and disposal income per capital
expected to grow at CAGR of 8.9% from 2016 to 2020), it is expected that touch screen
and other ITO-related downstream products will become more affordable and therefore
continue to drive the growth of the ITO market;

innovation and technological advancement: the quality of ITO film produced by
domestic manufacturers is expected to improve as domestic manufacturers have adopted
essential technologies (previously a specialisation of foreign manufacturers), for
production and are becoming more technologically advanced;

strong policy support: the development of ITO film market is strongly supported by the
PRC government and received special support under the 13th Five-Year Plan;

increasing market consolidation: the number of producers is expected to decline from
now over 350 to less than 50 as leading companies are likely to expand their market
share through acquisitions and expansion of product range while smaller companies may
find it difficult to compete;
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)

(vi)

vertical integration: it is expected that ITO film manufacturers will engage in vertical
integration of the value chain to cope with increasingly fierce market competition
through integration with downstream manufacturers or building sustaining customer
relationships with end-customers through downstream manufacturers; and

popularity of ductile ITO film: there is increasing interest in ductile ITO film to meet
technical requirements of bendable display screens in downstream products.

Entry barriers

The following are key barriers to entry to the ITO film market in the PRC:

@

(i)

(iii)

Threats

dominance over core production resources: the dominance of Japanese companies
in the supply of high-end raw materials and the difficulty in obtaining manufacturing
equipment for the production of ITO film are major entry barriers for entrants lacking
initial capital;

technology and expertise: heavy investments is required in production technology, and
research and development to meet the customisation requirements of customers and
many highly technical production techniques and patents are monopolised by leading
producers in the market; and

downstream customer base: as downstream customers rely heavily on the quality and
stability of ITO film to sustain the quality of their products, they are less likely to switch
to another supplier considering the risk that the quality of ITO film may change and new
producers may find it difficult to build up customer base.

The following are key threats to the ITO film market in the PRC:

(i)

(i)

reliance on import of upstream production materials: the ITO market in the PRC is
highly reliant on the import of high-grade ITO targets and PET film from foreign
countries which may increase production costs and makes it difficult to guarantee stable
supply for mass production; and

threats from alternative new materials: currently there are companies working to
develop alternative solutions to ITO film which are currently at the experimental
laboratory stage. The development of alternative materials which could be used as a
substitute for ITO film may pose a threat to the industry. Alternatives of ITO film at
present include:

(@)  fluorine-doped tin oxide (FTO) film: FTO film is considered to be one of the major
potential alternatives to ITO Film and is already widely used for the production
of LCD screens, substrate of thin-film solar cells, electrochromic glasses, etc.
Although FTO film is approximately 10% cheaper than ITO film in terms of costs,
ITO film has better functional properties in terms of electrical conductivity and
optical transmittance, which makes it the preferred raw material for performance
demanding applications (such as high-end touch panel screens or Smart Light-
adjusting Products in high-end buildings).
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(b)  silver nanowires: silver nanowires is an emerging potential alternative to ITO
film although its use and application for touch module production process is
still premature. Silver nanowires have high performance in aspects such as light
transmittance and ductility and the raw materials for production are relatively
pervasive. However, currently its supply in the PRC is dominated by American
companies which charges relatively high prices for supply; and

(c)  graphene: graphene is another emerging potential alternative to ITO film and has
good function properties in terms of light transmittance and resistivity; however,
it is still in the experimental stage and further research work is needed to bring the
product to mass production.

For the time being and in the foreseeable future, ITO film will remain as one of the most
practicable high performing transparent conducting film, the production technique of which is
relatively mature.

OVERVIEW OF THE SMART LIGHT-ADJUSTING PRODUCTS INDUSTRY IN CHINA

Smart Light-adjusting Products (including Smart Light-adjusting Film and Smart Light-
adjusting Glass) make use of the conductive property of the ITO film and switchable liquid crystal
under an external electrical field to achieve light control and permeability, allowing it to switch
between transparent to opaque states. Given such properties, Smart Light-adjusting Products are
applied in various fields such as construction and decoration, automobile and new energy fields.

The market size of the Smart Light-adjusting Products industry by revenue has experienced
steady growth over the period from 2010 to 2015 and grew at a CAGR of 7.7% from RMB90.4
million in 2010 to RMB131.2 million in 2015. It is expected that growth in the market will accelerate
to a CAGR of 15.7% with market revenues reaching RMB252.3 million in 2020, driven by growing
domestic demand due to market trends described in the paragraph “Future outlook and market
trends” below.

China Smart Light-adjusting Products Market Size by Revenue, 2010-2020E
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The rapid growth potential for Smart Light-adjusting Products can be justified by three
major factors. First, the fast development of high-end commercial buildings towards comfort,
energy efficiency and privacy protection, is demanding more high-standard decorations as well as
multifunctional office settings to fulfil their needs by replacing traditional curtains and concrete
walls with Smart Light-adjusting Products, enhancing their user experience. Second, the concept
of “smart home” is getting increasingly popular and this gives rise to smart products with light-
adjusting function which can be utilised as blinds for privacy protection in bathrooms, bedrooms
and living rooms, or as a switchable projection screen for home cinema. Third, as an integral part
of the Smart Light-adjusting Projection Systems, the demand for Smart Light-adjusting Products is
also driven by the wider application of Smart Light-adjusting Projection Systems in areas such as
outdoor advertising billboards in public transport stations and on commercial buildings, corporate
boardrooms, conference facilities, high-end bars, clubs, pubs as well as home theatre set ups etc.
Therefore, the fast development of high-end commercial building, the rapidly increasing market size
of smart home and the wider application of Smart Light-adjusting Projection System largely facilitate
the future growth of Smart Light-adjusting Products.

Currently, public acceptance for Smart Light-adjusting Products is relatively low; however, in
specific high-end application sectors such as luxury hotels and boutique office buildings, the products
have already been embracing growing adoption by corporate clients. Following a top-down market
penetration approach promoted mainly by corporates, the recognition among individual clients will
also increase. It is expected to take some time for market cultivation but a promising future growth
is predictable. Therefore, with the ever rising market recognition and acceptance underpinned by the
adoption of corporate clients as well as the strengthening initiatives in product branding of the smart
light-adjusting product suppliers, the market penetration is expected to grow significantly in the
coming years.

Raw material price analysis for Smart Light-adjusting Products market

Major raw materials for Smart Light-adjusting Products include ITO film, PET film, float
glass and liquid crystal. The following chart illustrates the prices movements of float glass and liquid
crystal in the PRC from 2010 to 2016 Q3 (the price movements of ITO film and PET film is discussed

in the paragraph headed “raw material price analysis for the ITO film market” above):

Price Curve of Float Glass (5Smm), China, 2010 Q1-2016 Q3
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RMBike Price Curve of Liquid Crystal, China, 2010 Q1-2016 Q3
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The price of float glass experienced a slight fluctuation from 2012 to 2014 but has experienced
a general downward trend from 2010 to 2016 Q3. It is expected that this downward trend will
continue due to the overcapacity within the industry.

Liquid crystal is a key raw material in the manufacturing of PDLC which is an important
material used in the manufacturing of Smart Light-adjusting Products. The price of liquid crystal has
experienced a steady decline over the past few years as they are being used in an increasing variety of
industries, leading to technological advancement and increasing mass production and which has had
a downward effect on costs.

Price analysis of the Smart Light-adjusting Products market

The average sales price of Smart Light-adjusting Products decreased from RMB1,624.6/sq.m.
in 2010 to RMB1,193.0/sq.m. in 2015 due to technological advancements as well as reduced reliance
on the import of raw materials. It is expected that the price will continue to gradually decline over the
next few years as Smart Light-adjusting Products are expected to increase in popularity and market
penetration.

Average Price Curve of Smart Light-adjusting Products, China, 2010-2020E
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Competitive landscape

The Smart Light-adjusting Products market in China is a centralised market with top five
producers accounting for 82.0% and 80.0% of the total market share in 2014 and 2015 respectively.
Singyes Applicable Materials was ranked second (with a market share of 20.1% by revenue) and first
(with a market share of 20.4% by revenue) in 2014 and 2015 respectively. The following chart shows
the market position of Singyes Applicable Materials in 2015:

20.0%
I Singyes Applicable Materials
I Competitor A
Competitor B
Competitor C
12.2% Competitor D
Others
14.5%

Source: Frost & Sullivan

Future outlook and market trends

It is expected that the Smart Light-adjusting Products market in the PRC will be affected by
the following factors in the near future:

®

(i)

(iii)

urbanisation and increasing number of high-end commercial buildings: growth will be
driven by ongoing urbanisation and continued investments in real estate development,
high-end apartments, commercial buildings and luxury hotels (which experienced rapid
growth from 2010 to 2015) as Smart Light-adjusting Products may replace traditional
curtains and concrete walls to enhance user experience in terms of comfort, energy
efficiency and privacy protection;

rise of “smart home” lifestyle: there may be demand for Smart Light-adjusting
Products (which can allow users to easily control light penetration in the surrounding
environment) to facilitate the “smart home” concept for consumers in China in their
pursuit of more highly-convenient and interactive living environment as their disposal
income increases;

expected wider application: Smart Light-adjusting Products are generally less
expensive, more energy-efficient and eco-friendly, less harmful to human eyes and
deliver better visual quality than traditional display screens. It is expected that more
advanced products (with more customisation and optimisation features) will appear
in the market to suit different customers’ needs. In particular, its use in Smart Light-
adjusting Projection System is expected to have potential for outdoor advertising (in
billboards in public stations, commercial buildings etc.) especially as projected images
can be viewed from both sides; and

.
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(iv)

steady decline in production costs: production costs of Smart Light-adjusting Products
are expected to fall gradually with acceleration of mass production, vertical integration
and a reduction in imports which will lead to a decrease in price of raw materials.

Entry barriers

The following are key barriers to entry to the Smart Light-adjusting Products market in the

PRC:

@

(i)

Threats

capability for mass production and vertical integration: demand from downstream
applications of Smart Light-adjusting Products have driven upstream suppliers to engage
in mass production to reduce costs through economies of scale as well as engage in
vertical integration through the value chain to control costs; this will create difficulty for
small entrants who may not be able to scale up production volume or to compete; and

technology and expertise: heavy investments is required in acquiring and fine-tuning
production facilities as well as optimising PDLC formulas for processing high quality
ITO conductive films where some are under patent protection; a highly technical sales
team and resources for research and development are also barriers to entry.

The following are key threats to the Smart Light-adjusting Products market in the PRC:

@

(i)

industry disruption by inferior products: a lack of regulation and standards in the market
may lead to fierce price competition among producers of inferior and low-quality
products which may result in downward pressure on the sales prices of Smart Light-
adjusting Products; and

relatively low public acceptance: the Smart Light-adjusting Products market in the PRC
is a newly emerging market compared with the rest of the world and the application
depth and breath as well as the market penetration of Smart Light-adjusting Products
remains limited as consumers still perceives relevant products as a luxury rather than a
commodity.

Major alternatives of Smart Light-adjusting Products in the PRC include electrochromic smart
glass and suspended particle device (SPD) glass. While the cost of producing these products are
not significantly different to that of Smart Light-adjusting Products and they all have the ability to
control the permaeability of light passing through them, the switching rate (between transparent and
opaque states) of Smart Light-adjusting Products are much faster than these products and are suitable
for high-end application sectors.

OVERVIEW OF THE SMART LIGHT-ADJUSTING PROJECTION SYSTEM MARKET IN

CHINA

Smart Light-adjusting Projection System is a set of projection device which combines Smart
Light-adjusting Products, a projector and control system as a package, whereby the Smart Light
adjusting Products will act as a backdrop for projection from both sides when switched to an opaque

state.

—73 —



INDUSTRY OVERVIEW

Market size of the Smart Light-adjusting Projection System market size by revenue

Smart Light-adjusting Projection System market has been undergoing steady growth over the
period from 2010 to 2015 with a CAGR of 37.6%, with total revenues generated of approximately
RMB26.6 million in 2015.

Raw material and price analysis of Smart Light-adjusting Projection System market

A major raw material for Smart Light-adjusting Projection System is the ultra-short throw
laser projector, the pricing of which has declined from approximately RMB26,500 per unit from the
first quarter of 2010 to approximately RMB20,500 per unit by the end of 2015 primarily because
of technological innovation. It is expected that this decline will continue because of the increase
in production volume and continued technological progress which is driven by demand in the
downstream market such as the market for Smart Light-adjusting Projection System.

Accordingly, there is expected to be corresponding downward pressure on the average sales
price of Smart Light-adjusting Projection System, which was sold at average price of RMB69,700
per unit in 2015.

Competitive landscape
The Smart Light-adjusting Projection System market in China is a highly centralised market

with top two producers accounting for 84.7% of the total market share in 2015. Singyes Applicable
Materials ranked first (with a market share of 51.2% by revenue), as illustrated in the following chart:

15.3%

[ Singyes Applicable Materials

Competitor
Others

Source: Frost & Sullivan
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The rapid growth potential for Smart Light-adjusting Projection System is accelerated by three
major factors. First, the boom of China’s outdoor advertising industry implies a huge potential for
Smart Light-adjusting Projection System which is less harmful to eyes and more eco-friendly than
traditional display devices (such as LED screens) and presents high-definition visual quality with
lower maintenance cost and provides better advertising experience in business scenarios (such as
public traffic facilities). Second, the growing income of Chinese households is promoting the pursuit
of higher standard in entertainment experience. As switchable smart projection system supports
HD projection in frosted (high contrast) or transparent (holographic) modes, it provides customers
with a three-dimensional theatre environment at home; hence, better visual experience is presented
than traditional screens. Another attractive property of the Smart Light-adjusting Projection System
is its lower consumption of power. The system can serve as a window display when the light-
adjusting glass is energized (only a weak current will suffice). When the power is cut off, it can
be used as a display terminal with marketing purposes. This function gives Smart Light-adjusting
Projection Systems the property of energy efficiency compared to traditional LED screens. Thus,
a more eco-friendly Smart Light-adjusting Projection Systems will be the option for the market
when environmental protection and energy saving is considered. Therefore, booming of the China
advertising market, increasing demand for household entertainment experience and energy saving
and environmental protection incentives are factors which will largely facilitate the future growth of
Smart Light-adjusting Projection System.

Smart Light-adjusting Projection System as a newcomer is still at the beginning for public
acceptance; however, the product is believed to have a promising future. With the price of the
upstream products gradually falling and the marketing activities by manufacturers expanding,
corporate and individual clients in China will come to be more familiar with this new product and
find it more affordable eventually. Given the high performance and energy efficient properties of
the product, it is estimated that the Acceptance of Smart Light-adjusting Projection System will be
accelerated in the coming years especially in the adverting industry.

Future outlook and market trends

It is expected that growth in the Smart Light-adjusting Projection System market will
accelerate and that the expected sales amount will increase from RMB26.6 million in 2015 to
RMB162.4 million in 2020 (growth at a CAGR of 46.6%), such high prospective growth rate is
driven by three major factors:

(i)  demand from the “out-of-home” advertising industry: in 2015, 67.8% of Smart Light-
adjusting Projection Systems sold in the PRC were used for “out-of-home” advertising
purposes. The size of “out-of-home” advertising market by revenue amounted to
RMB106.3 billion in 2015, representing high growth at a CAGR of 15.8% over the
period from 2010 to 2015. It is expected that the market size by revenue of the segment
is expected to further grow (at a CAGR of 12.8% from 2016 to 2010) to RMB 197.8
billion by 2020 as branding, advertising and marketing professionals are continuing to
attach more importance to “out-of-home” advertising due to its interactive nature and
efficiency in reaching larger audiences. As advised by Frost & Sullivan, such demand
from the “out-of-home” advertising industry will likely drive the growth in demand for
Smart Light-adjusting Projection Systems as:
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(i)

(iii)

(a) Smart Light-adjusting Projection Systems are perceived to be a less expensive,
more energy-efficient and eco-friendly alternative to traditional displays (such as
LED and LCD screens);

(b) Smart Light-adjusting Projection System is currently still an emerging product
with a comparatively small market size (generating revenues of approximately
RMB26.6 million only in 2015), representing approximately 0.03% of the overall
PRC “out-of-home” advertising market by revenue only; while it may take some
time for Smart Light-adjusting Project Systems to become more prevalently used
(and/or replace the use of traditional displays) in the “out-of-home™ advertising
market in the PRC, it is believed that given its perceived benefits over traditional
displays, it has significant market potential to grow in the next few years and
beyond; and

(c) attributed to marketing efforts from leading Smart Light-adjusting Product
suppliers such as our Group, customers in the PRC “out-of-home™ advertising
industry are becoming more aware of the benefits of using Smart Light-adjusting
Projection Systems compared to traditional displays.

Given that the market for Smart Light-adjusting Projection System is still an emerging
market (compared to the relatively mature “out-of-home” advertising market) and its
application to the “out-of-home” advertising context is still a relatively new concept,
it is expected that growth in the market will be significantly driven and propelled by
increased applications in the “out-of-home” scenarios (including public transport
products and commercial buildings) due its perceived benefits over traditional displays
and increased public awareness due to marketing efforts. It is expected that Smart Light-
adjusting Project Systems will attribute to approximately 0.08% of the overall PRC “out-
of-home” advertising market by revenue, up from approximately 0.03% in 2015 (i.e. it is
expected that the market share of Smart Light-adjusting Project Systems in the growing
PRC “out-of-home” advertising market will be more than doubled over the period from
2015 to 2020);

evolving demand for household entertainment: in recent years, growing disposable
income in China has driven more consumers in China to opt for a higher living standard
and this has resulted in higher demand for more luxurious lifestyles with more leisure
time. Such social development in the PRC is expected to stimulate the demand and
development of Smart-Light Projection Systems (which are capable of providing users
in China given its ability to offer users with an enhanced entertainment and visual
experience, compared to traditional displays);

strong policy support: energy conversation and environmental protection were some of
the key initiatives under the 13th Five Year Plan of the PRC government for 2016-2020
mainly due to environmental concerns over pollution arising from power generation.
As such, the PRC government is offering financial incentives to manufacturers such as
that of our Group given that its products, including the Smart Light-adjusting Projection
Systems, are considered to be more energy efficient that traditional displays and LED
screens. Such energy-saving property of Smart Light-adjusting Projection Systems is
expected to be a continuing force to support the demand of the product..
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It is expected that Smart Light-adjusting Projection Systems will be used in many public
transport products and commercial buildings for advertisement purposes due to its effectiveness in
drawing public attention and its ability to improve visual experience of the audience. It is also less
costly to produce, more energy-efficient and more eco-friendly than traditional display screens.

Entry barriers and threats

The Smart Light-adjusting Projection System market is a set of integrated technologies
requiring market producers to utilise cutting-edge expertise, engage in extensive research and
development and employ high-performing professionals. The ability to vertically integrate for cost
control purpose and establishment of long-term relationships with customers are also key barriers to
entry.

The major threats to the Smart Light-adjusting Projection System market include (i) relatively
low public acceptance at present (as with Smart Light-adjusting Products); and (ii) price pressure
from upstream raw materials (including ITO film which are dominated by foreign suppliers).

MARKET OUTLOOK FOR THE GROUP’S MAJOR EXPORT MARKETS

According to Frost & Sullivan, the global Smart Light-adjusting Products market has
witnessed continuous growth in recent years, with turnover reaching USD674.2 million in 2015 (up
from USD510.3 million in 2010, representing growth at a CAGR of 5.7%). In the future, the global
market is expected to amount to USD914.5 million in 2020, representing growth at a CAGR of 7.8%
from 2016 to 2020.

Particularly, turnover in the Smart Light-adjusting Products markets in North America and
Europe reached USD186.3 million and USD174.5 million respectively in 2015, up from USD145.0
million and USD139.4 million respectively in 2011 (representing growth at a CAGR of 5.1% and
4.6% respectively over the period from 2011 to 2015), and the amount is expected to increase to
USD244.1 million and USD223.7 million respectively in 2020 (representing growth at a CAGR
of 6.9% and 6.3% respectively over the period from 2016 to 2020). In major Western developed
countries, such as the United States, the United Kingdom, Germany and France, Smart Light-
adjusting Products have been adopted at an early time and are widely used and demanded for use
in high-end commercial buildings and high-end hotels and for certain specific purposes (such as for
privacy in banks). The highly developed out-of-home advertising markets in these countries also
generate great demand for related Smart Light-adjusting Products for occasions such as window
advertising in the retail industry.

Turnover of Smart Light-adjusting Products in the Asia Pacific markets has been growing at a
relatively fast pace compared to other regions in the world. In 2015, turnover in the the Smart Light-
adjusting Products market in Asia Pacific markets reached USD105.2 million (up from USD74.1
million in 2010, representing growth at a CAGR of 7.3% from 2010 to 2015), and this figure is
expected to amount to USD155.0 million in 2020 (representing growth at a CAGR of 10.1% over
the period from 2016 to 2020). In particular, major Asia Pacific markets such as Japan have a large
demand for Smart Light-adjusting Products for the purpose of serving of high-end commercial
buildings, hotels and retail advertising. With economic development, demand for Smart Light-
adjusting Products in member countries of the Association of Southeast Asian Nations (ASEAN)
has witnessed a rapid growth in turnover from USD23.7 million in 2010 to USD36.8 million in
2015 (representing growth at a CAGR of 9.2%), driven mainly by increasing demand for use in
retail advertising and hotels. With the continuous development of the tourism industry in ASEAN
countries, demand for Smart Light-adjusting Products is expected to experience further growth and
turnover is expected to amount to USD60.5 million in 2020 (representing a CAGR of 13.2% over the
period from 2016 to 2020).
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Turnover in Smart Light-adjusting Products market in Middle East and Africa reached
USD133.7 million in 2015, up from USD101.0 million in 2010 (representing growth at a CAGR of
5.8% over the period from 2010 to 2015), and this figure is expected to amount to USD177.0 million
in 2020 (representing growth at a CAGR of 7.2% over the period from 2016 to 2020). In major
markets such as Dubai, the development of tourism industry and business has facilitated the growth
of luxury hotels and high-end commercial office buildings, which further stimulates the demand for
related Smart Light-adjusting Products.

Turnover in the Smart Light-adjusting Products market in South America grew steadily from
USD50.8 million in 2010 to USD74.5 million in 2015 (representing growth at a CAGR of 8.0% over
the period from 2010 to 2015), mainly due to increased demand from major markets such as Brazil,
the host country of the 2016 Olympic Games, where demand for Smart Light-adjusting Products
grew remarkably for use in high-end hotels and retail advertising. In the future, it is expected that
there will be rapid growth in the number of high-end commercial buildings and hotels in South
America alongside continued economic and industrial development, which will in turn stimulate
demand for Smart Light-adjusting Products. Hence, turnover in the Smart Light-adjusting Products
market in South America is projected to amount to USD114.7 million in 2020 (representing growth
ata CAGR of 11.2% over the period from 2016 to 2020).
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We mainly conduct our business operations in the PRC. As such, we are subject to the relevant
laws, regulations and other regulatory requirements in the PRC. These laws, regulations and
regulatory requirements are summarised as follows:

LAWS AND REGULATIONS ON FOREIGN INVESTMENT
Company law

On 29 December 1993, the Standing Committee of the National People’s Congress (the
“NPC”) promulgated H 3 A\ [ILHIE 23 7] (the Company Law of the People’s Republic of
China*) (the “PRC Company Law”), effective as from 1 July 1994, and revised on 25 December
1999, 28 August 2004, 27 October 2005 and 28 December 2013 respectively.

The establishment, operation and management of corporate entities in China shall be subject
to the PRC Company Law. According to the provisions of the PRC Company Law, companies with
limited liability or companies limited by shares can be incorporated in the PRC.

The PRC operating subsidiary of our Group are companies with limited liability. Unless
otherwise specified by laws on foreign investment, the PRC Company Law shall also apply to
foreign-invested enterprises.

Wholly foreign-owned enterprise law

On 12 April 1986, the Standing Committee of the NPC promulgated A3 A & A1 5 4 & A
Z£7% (the Wholly Foreign-owned Enterprise Law of the People’s Republic of China*) (the “Wholly
Foreign-owned Enterprise Law”), effective as from the date of promulgation and revised on 31
October 2000. Further, the ZN& A 2E7L E A1 HI] (Implementing Rules for the (Wholly Foreign-
owned Enterprise Law of the People’s Republic of China) (the “Implementing Rules for the
Wholly Foreign-owned Enterprise Law”) were promulgated by the State Council of the PRC
(“State Council”) on and as effective from 28 October 1990, and revised on 12 April 2001 and 19
February 2014.

Under the Wholly Foreign-owned Enterprise Law and the Implementation Rules for the
Wholly Foreign-owned Enterprise Law, our PRC subsidiary being a wholly foreign-owned enterprise
(i) is a legal entity with the capacity to bear civil liabilities, enjoy civil rights and to own, use and sell
properties independently; and (ii) is subject to the procedures for establishment and examination and
approval, provision on registered capital (including that their registered capital must be contributed
by foreign investors whereby the liability of a foreign investor is limited to the amount of the
registered capital for which it agrees to subscribe), foreign exchange control, accounting, taxation,
employment and all other relevant matters.
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On 3 September 2016, the Standing Committee of the NPC passed the 4= A\ RACE K& &
W& B ek (b2 N AL B AN E A 3675 S V0 HA A R P E (the Decision regarding
the amendments on the Wholly Foreign-owned Enterprise Law of the People’s Republic of China by
the Standing Committee of the NPC*) (the “Decision’). The Decision amends the Wholly Foreign-
owned Enterprise Law in relation to the clause of administrative approval. The amendments do not
involve the change of establishment record of the wholly foreign owned enterprises which are under
the state regulated special access management measures. The Decision will be implemented on 1
October 2016.

On 8 October 2016, the MOFCOM published the 4P 4% &> 367 7 M 58 00 A 2 BRI AT
#¥: (the interim measures in relation to the establishment and change records of wholly foreign
owned enterprises*) (the “Interim Measures”). The Interim Measures and the Decision will be
implemented simultaneously. According to the Interim Measures, any establishment change of the
wholly foreign owned enterprises not involved in the state regulated special access management
measures requires the record filing procedure to be handled within 30 days after the issue date of
issue of the business certificate or the date of the change event.

Catalogue of Industries for Guiding Foreign Investment

According to the ZPP#% & 2 3355 H % (20154F1&%]) (Catalogue of Industries for Guiding
Foreign Investment (2015 revision)*), which was promulgated by the NDRC and the MOFCOM on
10 March 2015 and became effective on 10 April 2015, conductive glass for thin film solar cells, solar
collecting lens glass and conductive glass for construction industries, in which the Group currently
operates, fall under the category of encouraged foreign investment whereby investments from foreign
enterprises (in the case of our PRC operating subsidiary, our Company and its investment holding
vehicles) are not restricted.

LAWS AND REGULATIONS ON FOREIGN EXCHANGE AND DIVIDEND
DISTRIBUTION

Foreign exchange

Regulation on foreign exchange administration

According to H#E A RN B 41 FEAG 1] (Regulation of the People’s Republic of China
on Foreign Exchange Administration*) promulgated by the State Council on 29 January 1996,
effective as from 1 April 1996, revised on and effective as from 14 January 1997, and revised on
1 August 2008 and effective as from 5 August 2008, as well as various regulations promulgated
by the SAFE and other regulatory authorities of the PRC, there are generally no restrictions on
international payment under current foreign exchange accounts (such as foreign exchange trade or
dividend payment relating to goods trade and service). However, international payment under capital
projects (such as capital transfer, direct investment, securities investment, derivatives and loans) are
subject to approval of or registration with the SAFE (and/or one of its branches) and other relevant
PRC government bodies.
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Notice of the State Administration of Foreign Exchange on Reforming the Administration of
Foreign Exchange Settlement of Capital of Foreign-invested Enterprises

According to [BIZZHMER HHLR) BRI BICE A1 p 450 A S AP E A < 5 A 17 U A0 28
1 (the Notice of the State Administration of Foreign Exchange on Reforming the Administration
of Foreign Exchange Settlement of Capital of Foreign-invested Enterprises*), promulgated by the
SAFE on 30 March 2015 and effective as from 1 June 2015, the system of willingness-based foreign
exchange settlement is adopted for the foreign exchange capital of foreign-invested enterprises.
However, a foreign-invested enterprise may still opt to use its foreign exchange capital according to
the system of foreign exchange settlement by payment. The capital of foreign-invested enterprises
and capital in RMB obtained through foreign exchange settlement shall not be used for the following
purposes: (a) directly or indirectly used for payments outside the business scope or for payments
prohibited under national laws and regulations; (b) directly or indirectly used for investment in
securities unless otherwise provided by laws and regulations; (c) directly or indirectly used for
granting entrusted loans in RMB (unless permitted by the scope of business), repaying inter-company
borrowings or repaying bank loans in RMB that have been on-lent to a third party; and (d) paying
expenses related to the purchase of real estate not for self-use, except for foreign-invested real estate
enterprises.

Dividend distribution

The principal regulation governing the distribution of dividends of foreign invested companies
include the PRC Company Law, the Wholly Foreign-owned Enterprise Law and the Implementing
Rules for the Wholly Foreign-owned Enterprise Law.

In accordance with these laws and regulations, foreign-invested enterprises in China may only
distribute dividend from their accumulated profits as determined by PRC accounting standards. A
foreign-invested enterprise in China shall annually set aside no less than 10% of its after-tax profits
as reserve, until the reserve reaches 50% of its registered capital. The said reserve shall not be
distributed as cash dividend. In addition, foreign-invested enterprise in China shall also retain part
of its after-tax profits as bonus and welfare fund for staff at a percentage determined by the foreign-
invested enterprise itself. The said staff bonus and welfare fund shall not be used for dividend
distribution, either. Our PRC operating subsidiary of the Group sets aside reserve fund at a rate of
10% and enterprise development fund at a rate of 5%.

According to the EIT Law promulgated by the NPC on 16 March 2007, effective as from
1 January 2008, and revised on 24 February, 2017 dividend of distributed to non-resident enterprises
and other passive income coming from China shall be subject to a withholding tax at a standard
tax rate of 20%. Subsequently, H13E A R 3AN B 1> 2E T 15 i 15 Bt 6 6] (the Implementation
Regulations of the Enterprise Income Tax Law of the People’s Republic of China*) (the
“Implementation Regulations of EIT Law”), promulgated by the State Council on 6 December
2007 and effective as from 1 January 2008, reduced the relevant tax rate from 20% to 10%.
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According to [Ay i BiL 7 #4547 R [ (B 77 36 P 4 B8 = BB R B L M IR L 19 22 BF (thee
Arrangement between the Mainland of China and the Hong Kong Special Administrative Region for
the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on
Income entered into between China and Hong Kong™*) on 21 August 2006, the rate of withholding tax
for dividend payable by a PRC company to a Hong Kong resident shall be no more than 5% provided
that the Hong Kong resident shall be a company which has been holding no less than 25% of share
capital of the said PRC company for 12 months before the dividend distribution.

According to FEJE R ANFL N FZ Z Bl & 1538 8 BEHFE (the Administrative Measures on
Entitlement of Non-residents to Treatment under Tax Treaties*) issued by the SAT on 27 August
2015 and effective as from 1 November 2015, non-resident enterprises which receive dividend
distributed by PRC resident enterprises and satisfy the criteria for entitlement to tax treaty benefits
may, at the time of tax declaration or withholding declaration through a withholding agent, enjoy the
tax treaty benefits itself, and be subject to follow-up administration by the competent tax authority. If
in the follow-up administration the competent tax authority discovers that a non-resident taxpayer not
meeting the qualification for tax treaty benefits has already enjoyed the tax treaty benefits itself and
paid insufficient tax or has not paid tax, it shall inform the non-resident taxpayer to make sufficient
tax payment within a prescribed period.

Foreign exchange registration for return investments of domestic residents

The injection of assets or equity of PRC companies into overseas special-purpose vehicles by
PRC residents are subject to the following regulations promulgated by the SAFE:

Notice on the Relevant Issues about Foreign Exchange Administration of the Financing and
Return Investment of Domestic Residents through Overseas Special Purpose Vehicles (Circular
75)

On 21 October 2005, the SAFE issued B jAEE A JE B8 B 4R B 192N v & MR
FEHE S FEA B [ 8 48 A1 (the Notice on the Relevant Issues about Foreign Exchange
Administration of the Financing and Return Investment of Domestic Residents through Overseas
Special Purpose Vehicles*) (“Circular 75”), effective as from 1 November 2005.

According to Circular 75: (a) before establishing or controlling special-purpose vehicles
(“special purpose vehicle”) for financing of overseas equity, PRC residents shall register with the
local branch of the SAFE; (b) if a PRC resident injects assets or equity of domestic enterprises it
possesses to the special purpose vehicle, or finances overseas equity after the injection, the said PRC
resident shall change registration of foreign exchange concerning equity of net assets and its changes
to the special purpose vehicle at the local branch of the SAFE; and (c) if any significant asset change
(such as change of share capital or memorandum and articles of association) occurs in overseas
special purpose vehicles outside of China, PRC residents shall register relevant changes with the
local branch of the SAFE within 30 days after occurrence of the said change.
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According to Circular 75 and relevant rules, foreign exchange activities (such as increasing
registered capital, distributing dividend to overseas parent company or affiliates and other distribution
and acquiring the capital injected from overseas companies) of relevant domestic companies may
be limited due to failed registration formalities specified in Circular 75, and relevant PRC residents
may be punished in accordance with the PRC laws and regulations on the administration of foreign
exchange.

Circular on Relevant Issues Concerning Foreign Exchange Administration of Overseas
Investment and Financing and Return Investments Conducted by Domestic Residents through
Overseas Special Purpose Vehicles (Circular 37)

On 4 July 2014, the SAFE issued Bl A5 1A s B8R iR H A2 7 5L & MR A
P& A S A B [ A8 38 A (the Circular on Relevant Issues Concerning Foreign Exchange
Administration of Overseas Investment and Financing and Return Investments Conducted by
Domestic Residents Through Overseas Special Purpose Vehicles*)(“Circular 37), which became
effective and superseded Circular 75 on the same date, and Circular 37 shall prevail over any
inconsistency between itself and relevant regulations promulgated earlier.

According to Circular 37: (a) “special purpose vehicle” is defined as “offshore enterprise
directly established or indirectly controlled by the domestic resident (including domestic institution
and individual resident) with their legally owned assets or equity of the domestic enterprise, or
legally owned offshore assets or equity, for the purpose of offshore investment and financing; (b)
domestic resident must register with SAFE before he or she contributes assets or equity interests to
special purpose vehicle and (¢) following the initial registration, any major changes such as change in
the overseas special purpose vehicle’s domestic resident shareholders, name of the overseas special
purpose vehicle and term of operation or any increase or reduction of the overseas special purpose
vehicle’s registered capital, share transfer or swap, merger or division, or similar development, shall
report to the SAFE for registration in time.

According to article 10 headed %A J& BRAR A 4FTK H 128 7] /MIE () 550 (Foreign
exchange registration and supplementary registration for domestic residents through special purpose
vehicles*) in RFEHEIMES AT B 1ET5 5] (the Operating Guidelines for Business
involving Foreign Exchange Administration of Return Investments*) attached to the Circular 37
issued by the SAFE, domestic residents are only required to complete registration for the (first level)
special purpose vehicles directly set up or controlled by them. According to Circular 37, domestic
residents who fail to comply with the registration procedures as set out in Circular 37 may result in
penalties such as fines.

Before Circular 37 took effect, Mr. Liu, one of our Controlling Shareholders, had completed
foreign investment and exchange registration procedures for domestic residents in respect of his
establishment of overseas special purposes vehicles, being Strong Eagle and Singyes Solar, in
accordance with the requirements of the then effective Circular 75. Such registration is also in
compliance with the currently effective Circular 37.
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LAWS AND REGULATIONS ON TAXATION
Enterprise income tax

According to the EIT Law and the Implementation Regulations of EIT Law, taxpayers
shall comprise resident enterprises and non-resident enterprises. A resident enterprise refers to an
enterprise incorporated pursuant to PRC laws or pursuant to foreign laws but under management
by an institution located in China. A non-resident enterprise refers to an enterprise incorporated
pursuant to foreign laws and under management by an institution located outside of China, but
with an establishment in China or having income from China despite having no establishment in
China. According to the EIT Law and the Implementation Regulations of EIT Law, the enterprise
income tax shall be levied at a standard rate of 25%. However, a non-resident enterprise without any
establishment in China or one with an establishment in China but having income from China not
related to the said establishments shall be subject to the enterprise income tax at a rate of 10%.

According to the EIT Law and the Implementation Regulations of EIT Law, a reduced
enterprise income tax rate of 15% is applicable to key high-tech technology enterprises with national
support. According to B BT JR) BHE A B it 5 B 1 01 4 3E B 150 48 B [0 41 Ly 2 26
%}‘El%l(2009) 203%%) (the Circular of the State Administration of Taxation on the Issues Concerning
Implementation of the Preferential Income Tax for New Hi-Tech Enterprises (Guo Shui Han [2009]
No. 203)*) promulgated by the SAT on 22 April 2009 and effective as from 1 January 2008, qualified
high-tech enterprises may apply for the preferential enterprise income tax treatments from the year in
which the validity period of qualification commences. Our PRC operating subsidiary has obtained on
10 October 2015 a high-tech enterprise certificate issued by the Guangdong Provincial Department
of Science and Technology, the Department of Finance of Guangdong Province, the SAT Guangdong
Office and the Guangdong Local Taxation Bureau for a term of three years. As such, our PRC
operating subsidiary enjoys an enterprise income tax rate of 15% for the period from 2015 to 2017.
An application for renewal may be submitted upon expiration of the period.

Value-added tax

On 13 December 1993, the State Council promulgated the Interim Regulation of the People’s
Republic of China on Value Added Tax (g A R ILFE BRI 176 61) (the “Interim
Regulation on Value-added Tax”), effective as from 1 January 1994 and revised on 5 November
2008 and 13 January 2016. On 25 December 1993, the Ministry of Finance of the PRC (the
“Ministry of Finance”) promulgated the A3 A\ R ILAN B84 (E R AT 160 B it 40 HI (Rules
for the Implementation of the Interim Regulation of the People’s Republic of China on Value
Added Tax*) (the “Rules for Implementation of the Interim Regulation on Value-added Tax”),
effective as from the date of promulgation and revised on 15 December 2008 and 28 October 2011.
According to the Interim Regulation on Value-added Tax and the Rules for Implementation of the
Interim Regulation on Value-added Tax, all enterprises and individuals engaged in the sale of goods,
provision of processing, repairing and replacement services, and the importation of goods within the
territory of China shall pay value-added tax. Save as otherwise specified in the Interim Regulation on
Value-added Tax and the Rules for Implementation of the Interim Regulation on Value-added Tax, the
value-added tax rate shall be 17%. As at the Latest Practicable Date, our PRC operating subsidiary
was subject to value-added tax at a rate of 17%.
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LAWS AND REGULATIONS ON ENVIRONMENTAL PROTECTION

As production process produces and discharges pollutants, our operations are subject to PRC
laws and regulations relating to environmental protection, a summary of which is set out below:

Environmental protection law

On 26 December 1989, the Standing Committee of NPC promulgated 2 A\ R 3L A0 B ER 3% (¢
#1L (the Environmental Protection Law of the People’s Republic of China*) (the “Environmental
Protection Law”), which was effective as from the date of promulgation and was revised on 24 April
2014 which became effective on 1 January 2015. The Environmental Protection Law established the
legal framework of environmental protection in China.

According to the Environmental Protection Law; (i) any organisation that causes
environmental pollution and other public hazards shall adopt effective measures to prevent and
control the pollution and harms caused to the environment by waste gas, water and residues generated
in the course of production, construction or other activities; (ii) installations for the prevention and
control of pollution at a construction project shall be designed, built and commissioned together with
the principal part of the project; (iii) no permission shall be given for a construction project to be
commissioned or used, until its installations for the prevention and control of pollution are examined
and considered up to the standard by the competent department of environmental protection
administration; and (iv) organisations such as enterprises discharging pollutants must report to and
register with the relevant authorities in accordance with the provisions of the competent department
of environmental protection administration under the State Council and they are responsible for
taking appropriate actions to remedy the consequences caused by pollutants discharged and for
compensation any person who may suffer any loss or damage as a result.

Law on environmental impact assessment

On 28 October 2002, the Standing Committee of NPC promulgated H%E A B LA 5 BR 1% 5
BESEE YL (the Law of the People’s Republic of China on Environment Impact Assessment*) (the
“Law of Environmental Impact Assessment”), effective as from 1 September 2003 and which was
revised in July 2016 effective as from 1 September 2016. According to the Law of Environmental
Impact Assessment, the PRC government shall set up a system to assess the environmental impact
of projects, and to classify and administer environmental impact appraisals in accordance with
the degree of a projects environmental impact. If a project results in a material impact on the
environment, an environmental impact report thoroughly appraising the potential environmental
impact is required. If the project results in moderate impact on the environment, an environmental
impact record analysing or appraising the specific potential environmental impact is required. If
a project results in minor impact on the environment, an environmental impact assessment is not
required but an environmental impact registration form shall be filed.
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Our PRC operating subsidiary is under the constant supervision by the Zhuhai Environmental
Protection Bureau of Guangdong Province, the PRC, and it is required to prevent, reduce and control
environmental and ecological damage caused by its production and operations. Our PRC operating
subsidiary was not required to submit any environmental impact report or record or make any filings
with the PRC government pursuant to the Law of Environmental Impact Assessment over the Track
Record Period.

LAWS AND REGULATIONS ON PRODUCTION SAFETY

On 29 June 2002, the Standing Committee of NPC promulgated the H3E A LA %
2 Z& 1 (Production Safety Law of the People’s Republic of China*) (the “Production Safety
Law”), effective as from 1 November 2002 and later revised on 31 August 2014 which became
effective as from 1 December 2014. According to the Production Safety Law, enterprises, in their
business operations, shall be equipped with the conditions for safe production as provided in the
relevant law and regulations as well as national or industrial standards. Any enterprise that does
not satisfy requisite conditions for safe production may not engage in production or business
operations. The design, manufacture, installation, use, checking, maintenance, refiting and disposal
of safety equipment shall be in conformity with the national standards or industrial standards. For
the production, business operation, transportation, storage and use of any hazardous substance or
disposal or abandoning of any hazardous substance by any enterprise, the enterprise shall comply
with the provisions of relevant laws and regulations as well as the national standards or industrial
standards, and establish specialised safety administration rules, take reliable safety measures, and
accept the supervision and administration carried out by relevant competent authorities.

Our PRC operating subsidiary is equipped with conditions to production safety as required
by laws and regulations, and is under constant supervision by the Zhuhai Environmental Protection
Bureau of Guangdong Province, the PRC.

LAWS AND REGULATIONS ON THE PROTECTION OF CONSUMERS’ RIGHTS AND
INTERESTS

Products of our PRC operating subsidiary manufactured within its scope of operations are
subject to H#E A B 7 2 4 HE 45 PR 7% 7% (the Law of the PRC on Protection of Consumers’
Rights and Interests*), which became effective on 1 January 1994 and was amended on 25 October
2013, which became effective on 15 March 2014 and other related laws and regulations. The Law
of the PRC on Protection of Consumers’ Rights and Interests sets out requirements for sellers aimed
at safeguarding the personal safety and property of consumers. A seller who sells products which
pose health or safety risks or which poses a risk to consumers’ property must disclose such risks and
include a clear warning statement on the product (together with an explanation on the proper way
to use the product and methods to prevent relevant risks). In the event of personal injury or property
damage to consumers caused by product defects, the consumers shall be entitled to claim for damages
from the relevant producer or seller.
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LAWS AND REGULATIONS ON PRODUCT QUALITY

Our PRC operating subsidiary produces and sells products in the PRC and is subject to PRC
laws and regulations relating to production quality, a summary of which is set out below:

Product quality law

The Standing Committee of NPC promulgated " #E A\ RN 2 5 & & 7% (the Product
Quality Law of the People’s Republic of China*) (the “Product Quality Law”) on 22 February
1993, which was effective as from 1 September 1993, revised on 8 July 2000 and effective from 1
September 2000, and further revised on 27 August 2009. Under the Product Quality Law, a product
shall meet the following quality requirements: (a) be free from unreasonable dangers threatening the
safety of human life and property, and conform to national standards or trade standards safeguarding
the health or safety of human life and property, as applicable; (b) possess the properties and functions
that they ought to possess, except for those with directions stating any functional defects; and (c)
conform with product standards marked on the products or the packaging thereof, and to the state of
quality indicated by way of product directions and samples.

A supervision and inspection system involving random product quality inspections is
implemented by the PRC government. Where any product is found to be substandard or defective,
the product quality supervision authority shall order the producer or seller to make corrections within
a prescribed period. Failure to comply with the Product Quality Law may subject to the producer or
seller to sanctions such as fine, suspension of operation and revocation of business license.

Standardisation law

In the PRC, H13E A\ R ILAI B 15 #E{L 15 (the Standardisation Law of the People’s Republic of
China*) was promulgated by the Standing Committee of NPC on 29 December 1988 and effective
as from 1 April 1989; 3 A &A1 B AZHE AL 15 B M /6 ] (the Implementing Regulation for the
People’s Republic of China*) was promulgated by the State Council on and effective as from 6 April
1990; Hh e A\ A B AR HE AL y2: 458 SCfif s (the Interpretations for Provisions of the Standardisation
Law of the People’s Republic of China*) were issued by the National Quality and Technology
Administration (now known as the General Administration of Quality Supervision, Inspection and
Quarantine) on and effective as from 23 July 1990 (collectively, the “Standardisation Law”).
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According to the Standardisation Law, the PRC government shall establish technical standards
for the type, specifications, design, production, inspection, packaging and storage for industrial
products. National standards shall be established on those technical requirements which need to
be uniform throughout the country. In the absence of national standards, industry standards may
be formulated where technical requirements for a certain industry need to be uniform within the
PRC. Both national standards and industry standards can be categorized as compulsory standards or
optional standards. Standards regarding the health or safety of human life or property or prescribed
by laws and administrative regulations as compulsory shall be compulsorily followed while
compliance with the remaining standards is optional. For industrial products without national or
industry standards, local standards may be formulated where technical requirements for a certain
industry need to be uniform within a province, autonomous region or municipality. If there are no
national, industry or local standards for products produced by an enterprise, it shall formulate its own
standard as a benchmark for production. Product standards of enterprises shall be filed with local
standardization administrative authorities or the relevant administrative authorities.

According to & 3 A HEAL BB FFE (the Standardisation Supervision and Management
Measures for Guangdong Province*) issued by the People’s Government of Guangdong Province on
7 November 1997 and effective as from 1 December 1997, enterprises are prohibited from producing
products which do not comply with these standards. A registration system is implemented for
products manufactured by enterprises. An enterprise shall file the standards applied for its products
at the technology supervision authority where they are located, and the technology supervision
authority accepting the registration will issue a JZ i $1L /T HE 3 & (product standard certificate™).

Our PRC operating subsidiary is under constant supervision by the Administration of Quality
and Technology Supervision of Guangdong Province. Local standards of Guangdong Province have
been applied towards the products of our Company. A R 2EE A TR #E RS & (Product
Implementation Standard Certificates for Enterprises in Zhuhai*) has been obtained for optical
transparent ITO film, Smart Light-adjusting Products and Smart Light-adjusting Projection System.

Compulsory product certification management

On 3 September 2003, the State Council issued & A B N3] 5235 58 0] 5471 (the Regulations
of the People’s Republic of China on Certification and Accreditation®) (the “Regulations on
Certification and Accreditation”) which became effective as from 1 November 2003 and
which was revised on 6 February 2016 effective as from the same date. Certification refers to the
assessment activities carried out by the certification bodies to testify whether the products, service,
and management systems are in conformity with the relevant technical norms and their compulsive
requirements or standards. According to the Regulations on Certification and Accreditation, in order
to safeguard the national security, prevent fraudulent acts, protect the health or safety of human body,
safeguard the life or health of animals and plant and protect the environment, no products which must
be certified as prescribed by the PRC government, may leave the factory, or may be sold, imported
or used in other business activities until such products have been certified and labelled with the
certification marks.
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According to 5 il V£ fh i #5 4 FLER %2 (the Provisions on the Administration of Compulsory
Product Certification*) issued by the General Administration of Quality Supervision, Inspection
and Quarantine on 3 July 2009 and effective as from 1 September 2009, with respect to products
which are subject to compulsory product certification, the PRC government shall have a uniform
catalogue of products, uniform compulsory technical requirements, standards and compliance
review procedures, uniform certification signs and uniform fee-charging standards. The producers,
distributors or importers of products listed in the catalogue shall authorise the certification
institutions designated by the Certification and Accreditation Administration to certify the products
produced, sold or imported by them. After the certification institution has finished the product type
test and factory inspection, it may issue a certificate within 90 days from the date of acceptance of the
certification authorisation if the certification requirements are satisfied.

According to the [ 5¢ 58 B Z5 B 7 85 A o ) MR A O RR A B Bk R Ak B R e R A
(Announcement of the Certification and Accreditation Administration of the People’s Republic of
China on Issuing Description and Table of Definitions for the Catalogue of Compulsory Product
Certification™®) issued by the Certification and Accreditation Administration of the PRC (the
“CNCA”) on 16 December 2014 and [ %5 4 5 il 14 28 5 w2 58 B 8% 5 BL20 1 54F HS #m A 254 18
2275 R 1Y /\ 45 (the Announcement on Issuing the Catalogue of Compulsory Product Certification
and HS Code Reference Table for 2015%*) issued by the CNCA on and effective as from 29 July
2015, architectural laminated glass produced by our PRC operating subsidiary is an industrial
product which falls within the Catalogue of Compulsory Product Certification and for which uniform
certification is required. Our PRC operating subsidiary has obtained the [5 5 5 il 4 25 & 58 w6 s 2
(National Compulsory Product Certification*) issued by China Quality Certification Centre.

LAWS AND REGULATIONS ON PROPERTY
Property law

On 16 March 2007, the NPC promulgated H1[2 A R ILFNE P #E % (the Property Law of the
People’s Republic of China*) (the “Property Law”), effective as from 1 October 2007. According
to the Property Law, real right refers to the exclusive right of direct control enjoyed by the holder
according to law over a specific property, including ownership, usufructuary right and real rights for
security. The creation, change, transfer or elimination of the real right of a real property shall become
effective after it is registered according to law; it shall have no effect if it is not registered according
to law except as otherwise prescribed by any law. The real rights of the PRC government, collectives,
individuals and any other right holder in respect of any specific property shall be protected by law. As
at the Latest Practicable Date, our PRC operating subsidiary did not own any land use right or have
any real rights over any property and is therefore not subject to the Property Law.
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Property lease

The Standing Committee of NPC promulgated the 3 A B AN ER I 117 5= 4 2 45 3 3%
(Urban Real Estate Administration Law of the People’s Republic of China*) (the “Urban Real
Estate Administration Law”) on 5 July 1994, as effective from 1 January 1995 and revised on
30 August 2007 and 27 August 2009. According to the Urban Real Estate Administration Law,
when leasing a property, (i) the lessor and lessee shall sign a written lease contract prescribing such
provisions as the leasing term, intended use of the property, rental and repair liabilities and other
rights and obligations of both parties; and (ii) carry out registration procedures to record the lease
with the real estate administration department. As at the Latest Practicable Date, our PRC operating
subsidiary leased a property for our production purposes and have entered into a legal and valid
written lease agreement with the property owner.

LAWS AND REGULATIONS ON LABOUR SECURITY
Labour law

On 5 July 1994, the Standing Committee of NPC promulgated =3 A K A0 [50 45 87 (the
Labour Law of the People’s Republic of China*), effective as from 1 January 1995 and revised on 27
August 2009; on 29 June 2007, the Standing Committee of NPC promulgated A3 A E& FLA7 [ 45 )
&A% (the Labour Contract Law of the People’s Republic of China*), effective as from 1 January
2008 and amended on 28 December 2012; on 3 September 2008, the State Council promulgated the
Regulations on the Implementation of % A [ AN B0 45 8) 5 [7] 74 B i i (9] (the Labour Contract
Law of the People’s Republic of China*), effective as from 18 September 2008 (collectively referred
to as the “ PRC Labour Law”).

According to the PRC Labour Law, a written labour contract must be concluded to establish
the employment relationship between an employer and its employee. Further, the PRC Labour
Law imposes certain requirements in respect of human resources management which relate to,
without limitation, the entering and termination of labour contracts with employees, remuneration
and compensation payments to employees, the making of social insurance contributions as well as
requirements relating to minimum wage standards and improving labour security and hygiene for
employees.

As at the Latest Practicable Date, our PRC operating subsidiary has entered into written labour

contracts with all of its employees and have materially complied with requirements of the PRC
Labour Law.
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Social insurance law

On 28 October 2010, the Standing Committee of NPC promulgated A3 A B A0 B 41 &
PR Bk (the Social Insurance Law of the People’s Republic of China*) (the “Social Insurance
Law”), effective as from 1 July 2011. According to the Social Insurance Law, the PRC government
shall establish a social insurance system which sets out requirements relating to basic endowment
insurance, basic medical insurance, employment injury insurance, unemployment insurance and
maternity insurance to guarantee that PRC citizens will have access to material assistance from the
PRC government in case of old age, illness, work-related injuries, unemployment and childbirth.
An enterprise in China shall complete social insurance registration procedures with social insurance
institutions and pay relevant insurance contributions to relevant social insurance institutions for its
employees. Our PRC operating subsidiary participates in the social insurance program in the PRC
and makes relevant social insurance contributions for its employees.

Regulations on management of housing provident fund

On 3 April 1999, the State Council promulgated the 5 235 44 B ] (Regulations on
Management of Housing Provident Fund*), effective as from the date of promulgation and revised
on 24 March 2002. According to the Regulations on Management of Housing Provident Fund,
enterprises in China shall register with the managing centre of housing provident fund, open an
housing provident fund account at a commissioned bank, and pay into the housing provident fund
for their employees at the relevant managing centre of housing provident fund. Our PRC operating
subsidiary participates in the housing provident fund program in the PRC and makes housing fund
contributions for its employees.
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HISTORY AND DEVELOPMENT
Our corporate history

Our Company was incorporated in Bermuda on 14 November 2014 in anticipation of the
Listing. As at the Latest Practicable Date, our Company had two wholly-owned subsidiaries, namely
Singyes HK and Singyes Applicable Materials. Singyes HK is an investment holding company
incorporated in Hong Kong and Singyes Applicable Materials is our indirect wholly-owned operating
subsidiary registered as a foreign investment enterprise under PRC laws.

The history of our Group can be traced back to 2010 when Singyes Applicable Materials was
established by Singyes Renewable Energy, a subsidiary of Singyes Solar, and 74 2 $# B 24 FR A
A (Xi’an Zhongrun Industrial Co., Ltd.*) (“Xi’an Zhongrun”), an Independent Third Party. Singyes
Renewable Energy and Xi’an Zhongrun initially contributed capital in the amount of RMB6 million
and RMB4 million, respectively, towards Singyes Applicable Materials at the time of establishment
using their respective own resources. In 2011, Singyes Energy-saving, an indirect wholly-owned
subsidiary of Singyes Solar acquired the 60% equity interest in Singyes Applicable Materials held by
Singyes Renewable Energy. In 2012, Singyes Energy-saving and Xi’an Zhongrun contributed capital
in the amount of RMB6 million and RMB4 million, respectively to Singyes Applicable Materials.
In 2013, Singyes Energy-saving acquired the remaining 40% equity interests in Singyes Applicable
Materials held by Xi’an Zhongrun and became the holder of its entire equity interest. In 2014,
Singyes Energy-saving entered into an equity transfer agreement with Singyes HK pursuant to which
its entire equity interest in Singyes Applicable Materials was sold and transferred to Singyes HK, an
indirect wholly-owned subsidiary of Singyes Solar. The transfer and registration process to effect
such transfer of equity interest in the PRC was completed in 2015. Before the Spin-off, Singyes
Applicable Materials was one of the subsidiaries of Singyes Solar, the shares of which have been
listed on the Main Board since January 2009.

For further information relating to our corporate history, please refer to the paragraph headed
“Our corporate history and group structure” in this section.

History of our business and operations

Our Group commenced our business and the production and sales of ITO film in 2011. Since
establishment, through research and development, we have developed downstream products which
use ITO film as one of the main materials. These products can be broadly classified into, (i) Smart
Light-adjusting Film; (ii) Smart Light-adjusting Glass; and (iii) Smart Light-adjusting Projection
System. Our Directors believe that our Group is one of the few integrated manufacturers in the PRC
which produces and sells ITO film as well as related downstream products. For further information in
relation to our business, pleases refer to the section headed “Business” in this prospectus.

It was previously contemplated by the Remaining Group that the ITO and/or new materials
businesses (i.e. those currently carried out by our Group) may possibly complement certain
environmental protection green technology applications deployed by the Remaining Group in
its curtain wall projects. However, over the course of development and implementation of the
relevant technologies, it transpired that the relevant technologies are suitable for indoor or interior
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applications which serve a distinct purpose and are demanded by a different customer base than
those relating to outdoor or external applications of the Remaining Group. As such, the products
of our Group as developed by us were not intended to be used in outdoor or external curtain wall
installations compared to the products of the Remaining Group.

BUSINESS DEVELOPMENT AND KEY BUSINESS MILESTONES

The following events are the key business milestones of our Group since its establishment to

the present:
Year

March 2010

April 2011

June 2012

February 2013

August 2013

June 2014

August 2015

October 2015

October 2015

June 2016

November 2016

Event

Singyes Applicable Materials was established and commenced its
business in the ITO film industry

Commencement of production and sales of ITO film and commencement
of our production line for 1,300mm width vacuum sputtering ITO

film (8 21,3002 K B 22 ITO W JEEE 5 4= FE 47)

Commencement of production and sales of Smart Light-adjusting
Film

Commencement of production of Smart Light-adjusting Glass
Commencement of production and sales of 1,600mm width roll-to-
roll continuous coating film (g 51,6002 K 1 ) 45 4 485 2 S 11 7
JEIE)

Commencement of production of 2,000mm width roll-to-roll

continuous coating film (1 72,0002 K 45 3 45 48 48 U8 A i 6 D)

Commencement of production and sales of Smart Light-adjusting
Projection System

Gained recognition in the PRC and obtained certificate from PRC
government authorities as a “High-tech Enterprise of Guangdong

Province”

Commencement of production line for 2,100mm width vacuum
sputtering ITO film (1 52,1002 K F 22 ITOH B % 4= 2 47)

Establishment of product reliability laboratory (/& /i 7] 5E 1 B B %)

Commencement of production of ingredients for super-transparent
light-adjusting films ({553 #GHE)
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PRE-IPO INVESTMENTS

On 1 March 2016, our Company entered into (i) a subscription agreement with Kunlun
Holdings Group Limited (“Kunlun Holdings”) pursuant to which it subscribed in cash for
approximately 6.0% of the then issued share capital of our Company; and (ii) a subscription
agreement with Raton Race Investments Limited (“Raton Race” together with Kunlun Holdings,
the “PE Investors”) pursuant to which it subscribed in cash for approximately 4.0% of the then
issued share capital of our Company (the “Pre-IPO Investments”). The consideration payable by
each of the PE Investors in respect of their respective subscription of Shares under these subscription
agreements were determined after an arm’s length negotiation and were settled in full by cash. The
following table sets out the summary of the Pre-IPO Investments:

Name of PE Investor:
Date of agreement:

Subject of agreement:

Amount of consideration paid:

Basis of determination of
consideration:

Date of completion and payment of
consideration:

Investment cost per Share (Note):
Discount to the Offer Price:

Shareholding in our Company upon
Listing (Note):

Special rights:

Lock-up:

Kunlun Holdings
1 March 2016

Subscription to
approximately 6.0% of the

Raton Race
1 March 2016

Subscription to
approximately 4.0% of the

then issued share capital of then issued share capital of

our Company
US$1,188,000

On an arm’s length basis
having regard to the

net asset value as at 31
December 2015 and the
net profit of our Company
for the year ended 31
December 2015

2 March 2016

Approximately HK$0.43
Approximately 57.0%

Approximately 4.4%

Nil

The relevant Shares are
subject to a lock-up period
of six months from the
Listing Date
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our Company
US$792,000

On an arm’s length basis
having regard to the

net asset value as at 31
December 2015 and the
net profit of our Company
for the year ended 31
December 2015

29 April 2016

Approximately HK$0.43
Approximately 57.0%

Approximately 3.0%

Nil

The relevant Shares are
subject to a lock-up period
of six months from the
Listing Date
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Use of proceeds Proceeds from the above subscription agreements are
for working capital purposes including but not limited
to procurement of materials, technology research and
development and sales of products. As of the Latest
Practicable Date, the proceeds have been fully utilized.

Strategic benefits from Our Directors are of the view that our Company
the Pre-IPO investment can benefit from the Pre-IPO Investors’ commitment
to our Company as their investment demonstrates their
confidence in the operations of our Group and services
as an endorsement of our Company’s performance,

strength and prospects.

Public float The Shares held by Kunlun Holdings and Raton Race
will be counted as part of the public float upon Listing
as (i) each of them is not a connected person of our
Company; (ii) the acquisitions of their respective equity
interests in the Shares were not financed directly or
indirectly by any connected person of our Company;
and (iii) each of them is not accustomed to take
instructions from any connected person in relation to the
acquisitions, disposals, voting or other disposition of
securities of our Company registered in their names or
otherwise held by them.

Note:  On the basis of the enlarged share capital of our Company immediately following the Share Offer and the Capitalisation
Issue and assuming no exercise of the Offer Size Adjustment Option.

Kunlun Holdings was incorporated in Hong Kong as a limited liability company on 2 March
2015 and is wholly and beneficially owned by Ms. Yang Ying Fei who is an individual investor.
Kunlun Holdings is principally engaged in investment activities. To the best of our Directors’
knowledge, Kunlun Holdings did not have any past or present relationship or any agreement or
arrangement (other than in respect of the Pre-IPO Investments) with our Group, Shareholders,
Directors or senior management or any of their respective associates and was an Independent Third
Party as at the Latest Practicable Date.
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Raton Race was incorporated in the British Virgin Island as a limited liability company on
19 January 2004 and is wholly and beneficially owned by Mr. Tang Tao who is an individual investor.
Raton Race is principally engaged in providing financial consulting services. Raton Race was a pre-
IPO investor of Singyes Solar, our parent company and one of our Controlling Sharecholders. Except
as disclosed above, to the best of our Directors’ knowledge, Raton Race did not have any other past
or present relationship or any agreement or arrangement with our Group, Shareholders, Directors
or senior management any of their respective associates (other than in respect of the Pre-IPO
Investments) and was an Independent Third Party as at the Latest Practicable Date.

To the best of our Director’s knowledge after due and careful enquiry, as at the Latest
Practicable Date, Kunlun Holdings and Raton Race did not have any past or present relationship or
any agreement or arrangement with each other and were independent of each other.

Sole Sponsor’s confirmation

Given that (i) no special rights have been granted to the PE Investors in respect of the Pre-
IPO Investments; (ii) the Directors have confirmed that the terms of the investments by the PE
Investors (including the consideration) were determined on arm’s length basis with the consideration
payable determined with reference to the net profit of our Company for the year ended 31 December
2015 and the net asset value of our Company as at 31 December 2015; and (iii) the consideration
payable by the PE Investors under the Pre-IPO Investments have been settled more than 28 clear
days before the date of submission of the Listing application, the Sole Sponsor is of the view that the
Pre-IPO Investments by the PE Investors are in compliance with the “Interim Guidance on pre-IPO
Investments” (HKEx-GL29-12) and “Guidance on pre-IPO Investments” (HKEx-GL43-12) issued
by the Stock Exchange.

PROPOSED SPIN-OFF OF THE GROUP

Please refer to the section “The Spin-off and the Preferential Offering” of this prospectus for
the reasons and benefits of the Spin-off.

OUR CORPORATE HISTORY AND GROUP STRUCTURE

Details of the corporate history of our Company and our subsidiaries are set out below:
Our Company

Our Company was incorporated in Bermuda on 14 November 2014 as an exempted company
with limited liability. Our Company was established by Top Access to act as the holding company
and potential listing vehicle of our Group. Since November 2014, our Company has been the legal

and beneficial holder of the entire issued share capital of Singyes HK and is the holding company of
our Group.
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Singyes HK

Singyes HK was incorporated in Hong Kong on 28 November 2014 as a limited liability
company on 28 November 2014. Upon incorporation, one subscriber share was allotted and issued
fully paid to an initial subscriber who was an Independent Third Party. On the same day, such
subscriber share was transferred to our Company at a nominal consideration of US$1.0 following
which Singyes HK became a wholly-owned subsidiary of our Company.

Our Company incorporated Singyes HK as a holding company to take up the entire registered
capital of Singyes Applicable Materials. During the Track Record Period and up to the Latest
Practicable Date, Singyes HK was an investment holding company.

Singyes Applicable Materials

Singyes Applicable Materials was established in the PRC on 31 March 2010 as a limited
liability company by Singyes Renewable Energy and Xi’an Zhongrun with an initial registered
capital of RMB20 million. At the time of its establishment, Singyes Applicable Materials was legally
and beneficially owned as to 60% by Singyes Renewable Energy and 40% by Xi’an Zhongrun
through their respective capital contribution in the amount of RMB6.0 million and RMB4 million,
respectively into Singyes Applicable Materials.

On 1 March 2011, Singyes Renewable Energy and Singyes Energy-saving entered into an
equity transfer agreement, pursuant to which Singyes Renewable Energy transferred its 60% equity
interest in Singyes Applicable Materials to Singyes Energy-saving, at a consideration of RMB12.0
million which was fully settled on 15 June 2012.

On 27 March 2012, Singyes Energy-saving and Xi’an Zhongrun contributed capital in the
amount of RMB6.0 million and RMB4.0 million, respectively into Singyes Applicable Materials. As
a result, the total paid-up capital of Singyes Applicable Materials became RMB20.0 million.

On 7 June 2013, Singyes Energy-saving and Xi’an Zhongrun entered into an equity transfer
agreement, pursuant to which Xi’an Zhongrun transferred its 40% equity interest in Singyes
Applicable Materials to Singyes Energy-saving, at a consideration of RMBS8.0 million, which was
determined with reference to the registered capital of Singyes Applicable Materials at the time of
transfer and the consideration was fully settled on 24 March 2015.

On 17 November 2014, the registered capital of Singyes Applicable Materials was increased
from RMB20.0 million to RMB50.0 million, with the increase in registered capital of RMB30.0
million contributed by Singyes Energy-saving. As a result, the total paid-up capital of Singyes
Applicable Materials became RMB50.0 million.

On 6 December 2014, Singyes Energy-saving and Singyes HK entered into an equity transfer
agreement, pursuant to which Singyes Energy-saving transferred its entire equity interest in Singyes
Applicable Materials to Singyes HK, at a consideration of RMB55,161,300, which was determined
with reference to the net asset value of Singyes Applicable Materials at the time of transfer and the
consideration was fully settled on 12 February 2015.
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On 6 February 2015, Singyes Applicable Materials was registered as a foreign investment
enterprise under the PRC laws with a total investment capital of RMB125.0 million and a registered
capital of RMB50.0 million.

On 8 April 2016, the registered capital of Singyes Applicable Materials was increased from
RMB50.0 million to RMB62.5 million, with the increase in registered capital of RMB12.5 million
contributed by Singyes HK. The total paid-up capital of Singyes Applicable Materials as at the Latest
Practicable Date was RMB62,500,000.

Singyes Applicable Materials is our key PRC operating subsidiary and it is principally engaged
in research and development of, and manufacture and sale of ITO film, Smart Light-adjusting
Products and Smart Light-adjusting Projection System.

Singyes Solar

Singyes Solar is an exempted company incorporated in Bermuda on 24 October 2003 with
limited liability and the shares of which are listed on the Main Board (stock code: 00750). Singyes
Solar is a Controlling Shareholder of our Company.

For further details regarding Singyes Solar, please refer to the section headed “Relationship
with Controlling Shareholders — Background of our Controlling Shareholders™ in this prospectus.

REORGANISATION

The Reorganisation of our Group in preparation for the Listing involved (i) the incorporation
of our Company and Singyes HK as indirect and direct investment holding companies of Singyes
Applicable Materials in November 2014; (ii) the acquisition of Singyes Applicable Materials by
Singyes HK from Singyes Energy-saving in December 2014; and (iii) the Capitalisation Issue (as
described in the paragraph headed “Capitalisation Issue” in this section of the prospectus).

CAPITALISATION ISSUE

Pursuant to the resolutions passed by our Shareholders on 23 June 2017, our Directors
were authorised to capitalise an aggregate amount of US$3,599,889 standing to the credit of the
share premium of our Company and to appropriate such amount as capital to pay up in full at par
359,988,900 Shares for allotment and issue to the persons whose names appear on the register
of members of our Company at the close of business on 23 June 2017, in proportion to their then
existing shareholdings in our Company (save that no Shareholder shall be entitled to be allotted or
issued any fraction of a Share), each carrying the same rights in all respects with the then existing
issued Shares.
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CORPORATE AND SHAREHOLDING STRUCTURE OF OUR GROUP IMMEDIATELY
BEFORE AND AFTER COMPLETION OF THE SHARE OFFER AND THE
CAPITALISATION ISSUE

The chart below illustrates the corporate and shareholding structure of our Group immediately
before completion of the Share Offer and the Capitalisation Issue:

Mr. Liu

53.0%

Public shareholders Strong Eagle

| (BVI)

63.3% 36.7%

Singyes Solar
(Bermuda)

100%

Top Access

PE Investors (BVI)

9.9% 90.1%

Our Company
(Bermuda)

100%

Singyes HK
(HK)

100%

Singyes
Applicable Materials
(PRC)
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Set out below is the corporate and shareholding structure of our Group immediately after
completion of the Share Offer and the Capitalisation Issue (assuming that the Offer Size Adjustment
Option is not exercised and assuming that Strong Eagle will exercise its Assured Entitlement and
subscribe under the Preferential Offering in full):

Mr. Liu

53.0%

Public shareholders Strong Eagle ¥/

(BVI)

63.3% 36.7%

Singyes Solar 0.9%
(Bermuda)

100%

Top Access
(BVI)

]
7.4% 67.6% 24.1%

Our Company
(Bermuda)

PE Investors Vere? Public Shareholders

100%

Singyes HK
(HK)

100%

Singyes Applicable
Materials
(PRC)

Note:

1. Strong Eagle is legally and beneficially owned by Mr. Liu, Mr. Sun, Mr. Xie Wen, Mr. Xiong Shi and Mr. Zhuo Jianming,
as to 53%, 15%, 13%, 10% and 9% respectively.

2. The PE Investors will be public Shareholders.
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OVERVIEW

Our Group carries out research and development on, and manufactures and sells ITO film,
Smart Light-adjusting Film, Smart Light-adjusting Glass and Smart Light-adjusting Projection
System.

Our Group uses ITO film as one of the main materials for the development of downstream
products, namely:

(i)  polymer dispersed liquid crystal film (i.e. Smart Light-adjusting Film);
(ii))  electronically switchable glass (i.e. Smart Light-adjusting Glass); and
(ii1) Smart Light-adjusting Projection System.

Our Group is one of the few integrated manufacturers in the PRC which produces and sells
ITO film as well as a range of related downstream products.

According to the F&S Report, Singyes Applicable Materials, our key operating subsidiary,
achieved the following ranking in the ITO film, Smart Light-adjusting Products and Smart Light-
adjusting Projection System markets in the PRC in terms of market share by revenue:

Year ended 31 December
2014 2015
ranking ranking
(market share) (market share)

ITO film 9 (2.4%) 8 (2.1%)

Smart Light-adjusting Products
(Smart Light-adjusting Film and
Smart Light-adjusting Glass) 2 (20.1%) 1 (20.4%)

Smart Light-adjusting Projection System N/A (Note) 1(51.2%)
Note:  We did not participate in the Smart Light-adjusting Projection System market in the year ended 31 December 2014.

Our entire production process is carried out at our production base situated at Levels 1 and 2
of Factory Building No. 7 of Zhuhai Xingye New Energy and Industrial Park, 9 Jinzhu Road, Gaoxin
district, Zhuhai city, Guangdong province of the PRC. Our production facilities comprise offices and
factories and have a gross floor area of approximately 5,740 sq.m..

We primarily sell our products to the domestic PRC market and have commenced exporting
our products to overseas markets since 2015. We have built a strong customer base in the PRC that
includes (i) mainly touch-screen device manufacturers in respect of ITO film for applications relating
to automobile navigation systems, industrial equipment, GPS systems and smart phones; (ii) mainly
contractors for developers and construction companies in respect of Smart Light-adjusting Products;
and (iii) mainly construction companies and users (such as commercial advertisers and marketing
agencies) for commercial purposes in respect of Smart Light-adjusting Projection System.
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We experienced growth during the Track Record Period. Our revenue for the year ended
31 December 2014, 2015 and 2016, was approximately RMB44.8 million, RMB60.5 million and
RMB90.9 million respectively, representing an increase of approximately 35.0% from the year ended
31 December 2014 to the year ended 31 December 2015 and an increase of approximately 50.2%
from the year ended 31 December 2015 to the year ended 31 December 2016 respectively. Our profit
after tax for the years ended 31 December 2014, 2015 and 2016 were approximately RMB389,000,
RMB7.7 million and RMB6.4 million respectively. For further information, please refer to the
section headed “Financial information — Material adverse change” of this prospectus. For the years
ended 31 December 2014, 2015 and 2016, our gross profit margin was 31.9%, 39.5%, and 38.3%
respectively.

OUR COMPETITIVE STRENGTHS

Our Group strives to manufacture and supply high quality products to our customers, and
our Directors believe that our Group is a reputable supplier of ITO film and related downstream
products in the PRC. According to the F&S Report, Singyes Applicable Materials, our key operating
subsidiary, was ranked as the leading manufacturer of Smart Light-adjusting Products and Smart
Light-adjusting Projection Systems in the PRC in terms of market share by revenue for the year
ended 31 December 2015. Our Directors believe that our leading market position and the success of
our business are attributable to the following competitive strengths:

We are the only manufacturer of ITO film and related downstream products in the PRC which
is fully vertically integrated

Our Group is present in all stages of the industry value chain (from research and development
and production of Smart Light-adjusting Products and Smart Light-adjusting Projection Systems
to the provision of pre-sales, during sales and after-sales services of our products). Furthermore,
according to the F&S Report, our Group is the only manufacturer in the PRC which relies on its own
supply of ITO film (a major component used in manufacturing Smart Light-adjusting Products) for
the production of downstream products as at the Latest Practicable Date.

This full vertical integration enables our Group to benefit from (i) effective cost control, as we
rely on our own supply of ITO film and therefore incur lower procurement cost than sourcing ITO
film from suppliers; (ii) operational efficiency, by decreasing logistics and administrative expenses
and time spent by personnel sourcing and procuring ITO film which also enables our management
to focus on value creation for our Group; (iii) greater ability to exert control over the production of
ITO film which is suited for the production of our downstream products; and (iv) enhanced ability to
supervise and control the quality of ITO film which is produced in-house, meaning we can react to
any deficiencies and/or inadequacies in an efficient manner. Our Directors believe that such vertical
integration enhances our competitiveness and market position.

We are a pioneer in the ITO film production market in the PRC

As at 6 September 2016, we were the only manufacturer in the PRC with the ability to
continuously manufacture ITO film and Smart Light-adjusting Film with a roll width of 2,100mm.
Our Directors believe that our ability to produce large size ITO films gives us a strong competitive
advantage over our competitors as our ITO films have broader applications than those produced by
our competitors. In particular, our ITO film gives our customers more flexibility when manufacturing
products to cater for their end-customer’s needs, therefore enhancing product performance and
popularity as well as cost-efficiency.

-102 -



BUSINESS

With cutting-edge roll-to-roll automated I'TO film production equipment capable of producing
larger size films as well as other machinery for lamination, solidification and laser-cutting purposes,
we are able to produce ITO films tailored to the needs of our customers. Our Directors believe that
our distinct ITO film production capability leads to increased product differentiation compared to
those produced by our competitors, and results in demand for our ITO film.

We have strong research and development capabilities

We believe that we have strong research and product development capabilities. To differentiate
our products from those of our competitors in the Smart Light-adjusting Products and Smart Light-
adjusting Projection System markets, we devote resources and effort to continually optimise and
enhance the design and functions of our products as well as explore the possibility of introducing
new applications to existing products.

As at 31 December 2016, our research and development team comprised 14 designated
engineers and technicians (all of whom have tertiary or above qualification in engineering, material
science, automation and other related areas) who work full-time at our applied materials research
centre as well as collaborate with other professional staff for the development of new products as
well as enhancement of existing products.

Our continuous research and development efforts (which include cooperation with research
institutes and universities in the PRC and abroad) have led to:

(1)  the successful development of technologies which have improved the performance of our
products in terms of functionality and application, quality, environmental-friendliness
and energy efficiency. Some of the technology we have successfully developed have
been patented in the PRC and/or published in industry-related periodicals;

(i1))  the recognition of our key PRC operating subsidiary, Singyes Applicable Materials, as a
high-tech enterprise by PRC government authorities; and

(iii) Singyes Applicable Materials becoming a leading drafting party of national and regional
industry standards in the PRC for Smart Light-adjusting Products.

Our Directors believe that our research capability and expertise is particularly important to
our business as a market participant of the high-tech sector where target customers are constantly in
search of the most technologically advanced and quality products and are conscious of keeping up
with the market trend.

For further information regarding our research capability, patents, technological achievements

and industry recognition, please refer to the paragraphs headed “Awards, accreditations and
memberships” and “Research and Development” in this section of the prospectus.
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We have a professional and experienced senior management team

We have a devoted and professional senior management team comprising members who
have obtained qualifications relevant to, and experience in, product development and application
as well as glass manufacturing. Our team is led by Mr. Sun, one of our executive Directors and our
chief executive officer of our Company, who is responsible for overseeing the operations of our
Group while Mr. Liu, our Chairman and non-executive Director, is responsible for formulating and
executing our Group’s overall business strategies and policies. Both Mr. Sun and Mr. Liu are certified
engineers with over a decade of experience in product development. Our senior management has a
proven track record and execution capability which have led to successful implementation of plans
and strategies leading to our current dominant market position in terms of revenue in the Smart Light-
adjusting Products and Smart Light-adjusting Projection System markets in the PRC. We believe that
under their leadership, we are well positioned to effectively compete in our markets and accomplish
our long-term goals.

The other members of our Board and senior management team are also qualified engineers
and professionals who are able to identify market opportunities and execute and implement the
plans and strategies of our Group. Our Directors believe that the financial results of our Group over
the Track Record Period and our success are attributable to the competence and experience of our
senior management team and that, under their leadership, our Group will be able to sustain and/or
consolidate its market position in the PRC as well as accomplish our long-term goals.

Please refer to the section headed “Directors, senior management and employees” of this
prospectus for further details of our Directors and senior management.

We have adopted stringent quality control mechanisms to control the quality of our products

We place emphasis on our product quality. We have adopted a management system to ensure
strict quality control of our products at various stages of our manufacturing process which involves
carrying out procedures during procurement of raw materials, inspection of incoming raw materials,
inspection during the manufacturing process, inspection of finished products and product packaging
as well as testing and inspection following on-site installation.

We have been awarded “ISO9001:2008 Quality Management System” certification in relation
to our quality control management system. We believe our stringent quality control over our whole
manufacturing process reduces occurrence of product defects and raises our customers’ confidence in
our products.

Our Directors believe that our commitment to deliver quality products to our customers is
key to maintaining our reputation as a reliable supplier of our products in the PRC. This has (i)
enabled us to maintain a strong and growing customer base (which includes major touch-screen
device manufacturers, sub-contractors of building or renovation projects of reputable domestic and
international hotel brands and chains, commercial advertisers and marketing agencies as well as PRC
government authorities); and (ii) resulted in a growth in revenues over the Track Record Period.
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OUR BUSINESS STRATEGIES

Improving our production efficiency and product quality in order to continue to maintain our
market position in the PRC

Our management team works closely with our engineers and different departments (including
the technical department, production department and research and development department) on an
ongoing basis with a view to improving production efficiency as well as product quality. In particular,
assessments, reviews and testing are carried out at various stages of our production process as
well as on different materials used in the production of our products in order to identify areas for
potential enhancement and improvement. Our production, technical and research and development
departments also provide feedback on product and/or production related issues and provide expert
views on how developments in technical know-how can be applied towards upgrading our existing
manufacturing capabilities, streamlining production processes, enhancing operational efficiency and
improving our products.

Enhancement plans (detailing project objectives, technical and testing parameters and
implementation and follow-up procedures) are devised from time to time in respect of enhancement
projects which are approved and supervised by designated senior management personnel. A project
execution team composed of personnel from one or more relevant departments is then formed with
the goal of achieving the objectives of each project.

Our Directors believe these enhancement projects drive us to continue to improve our
production efficiency and product quality which is key for maintaining our leading position in the
markets in which we operate. We will therefore continue to devote resources and efforts towards
these enhancement projects.

Continue to devote of resources to research and development

We believe that our ability to innovate and continually improve is driven by research and
development which is important in the advanced technology sector given the evolving and increasing
demands of target customers.

We intend to continue to devote resources to research and development with a view to, inter
alia:

(i)  improving our production process (including reducing costs and improving operational
efficiency through automation or otherwise);

(i1)) exploring and testing new materials for use and/or integration into existing products and
ways to improve the performance and features of our products in terms of functionality
and applications, quality, environmental-friendliness and energy efficiency; and

(iii) broadening our existing product range to serve different sectors and purposes.
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To achieve this goal, we intend to recruit additional qualified and experienced staff to our
research and development team as well as to continue our collaboration efforts with universities,
research institutes and high-tech companies in the PRC as well as overseas.

Through the continuous improvement and enhancement of our products and our production
process which is driven by our research and development efforts, we hope to capitalise on
opportunities arising from the expected increase in demand for ITO film related downstream products
which we believe will be key in delivering growth to our sales revenue in the future.

Continuing to develop our business in line with the PRC government’s policy incentives

We plan to continue to develop technologically advanced and environmental-friendly products
in line with the economic development initiatives of {5 & &% 5 Al 4L € 5% 2 28 + = 1 4F A7 H1) 4
% (2016-20204F) ) (the Thirteenth Five-Year Plan for National Economic and Social Development
(2016-2020)*) (“13th Five Year Plan”) which outlines the policy framework, priorities and
economic and social development goals of the PRC government for the years from 2016 to 2020.

One of the initiatives of the PRC government under the 13th Five Year Plan is to promote
energy conservation and environmental protection in the industrial, construction and other sectors
as well as foster the development of emerging strategic sectors, such as the smart materials sector. In
particular, the PRC government aims to reduce energy consumption (currently expected to grow at
a CAGR of 5.5% from 2016 to 2020) by encouraging and stimulating development of eco-friendly
products through the provision of financial incentives.

To take advantage of financial incentives offered by the PRC government, we endeavour to
ensure that our products are compliant with the energy-saving and emission-reduction policies of the
PRC government. For example, our Smart Light-adjusting Projection System (which can be used
as part of a window display and signboards for marketing and advertising purposes) are generally
more efficient in terms of energy consumption compared to traditional display terminals such as
LED screens. Through such efforts, Singyes Applicable Materials, our operating subsidiary, has been
recognised as a high-tech enterprise by the Guangdong provincial government of the PRC and enjoys
a preferential enterprise income tax rate of 15% (compared to the statutory enterprise income rate of
25%) in the PRC. We intend to continue to take advantage of, and we engage external consultants
from time to time to assist with our applications for, entitlement to such tax and other financial
incentives.

Expanding presence in overseas markets

Since the commencement of our business and over the Track Record Period, our marketing and
sales efforts have been focused on the domestic market in the PRC. Our intention was to mature our
production processes and technology and solidify our reputation and position in the domestic market
prior to expanding into overseas markets.

Leveraging on our current market position as a leading producer of Smart Light-adjusting
Products and Smart Light-adjusting Projection Systems in the PRC in terms of market share, we
intend to gradually increase our presence in various overseas markets. To this end, we will increase
our sales and marketing efforts in target markets through participating in industry conventions and
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exhibitions, meeting with potential customers, marketing our products through various online trading
platforms, and expanding our overseas network through cooperation with overseas agencies. As at
the Latest Practicable Date, we have already received orders from some non-PRC customers and we
aim to increase our sales to overseas markets. Currently our overseas target markets include France,
India, Thailand, Israel, UAE and Hong Kong. We will continue to seek access to appropriate markets
following market research and evaluation of factors such as level of existing and anticipated market
demand, supply and penetration, pricing, and other competition and disposable income levels among
consumers in these markets.

OUR BUSINESS MODEL
We principally:

(i)  manufacture and sell ITO film, which can be applied for use in a variety of products
including smart phones, GPS systems and other touch-screen devices and equipment
such as automated teller machines; and

(i)  carry out the research and development of, and manufacture and sell:

. Smart Light-adjusting Film, which is made from the integration of ITO film
(which we manufacture in-house) and PDLC. Smart Light-adjusting Film can be
switched from a milky, cloudy, translucent and opaque state into a colourless and
transparent state when electricity is applied to it, and may be applied to windows
and glass to control the passing-through of light;

. Smart Light-adjusting Glass, which is manufactured by placing a layer of Smart
Light-adjusting Film between two layers of glass. Smart Light-adjusting Glass
permits a user to control the permeability of light through the glass by adjusting
the voltage of electricity voltage applied to the Smart Light-adjusting Film fixed
therein; and

. Smart Light-adjusting Projection System, which makes use of project technology
to project visual images onto projection screens. Such projection screens are
manufactured using Smart Light-adjusting Products which is opaque when no
power source is applied to it.

To maintain a cost-efficient operating structure, we have adopted a vertically integrated
business model which gives us more control over our production. Our vertical integration commences
from the production of ITO film, which may be directly sold to customers or subsequently processed
into Smart Light-adjusting Film, Smart Light-adjusting Glass and Smart Light-adjusting Projection
Systems through the application of various technologies and production processes. As at the Latest
Practicable Date, our Group is the only manufacturer in the PRC which relies on its own supply
of ITO film (a major component for the manufacturing of Smart Light-adjusting Products) for the
production of downstream products. For further information on the benefits of on Group’s vertical
integration, please refer to the paragraph headed “Our competitive strengths — We are the only
manufacturer of ITO film and related downstream products in the PRC which is fully vertically
integrated” in this section of this prospectus.
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In addition to the research and development, manufacture and sales of ITO film and related
downstream products, we may also receive orders for components, semi-finished goods and
accessories (such as projectors, glass panels and power switches) used for the production of our
key products which may be produced in-house and/or sourced from our suppliers. In particular, we
have received a number of orders for projectors sourced from our suppliers (which we used in the
production of our Smart Light-adjusting Projection Systems) over the year ended 31 December 2016.
These components, semi-finished goods and accessories were sold at a price determined through our
pricing policy as described in the paragraph headed “Marketing” in this section of the prospectus.

The following table sets out our revenue by product type during the Track Record Period:

Product type

ITO film

Smart Light-adjusting
Film

Smart Light-adjusting
Glass

Smart Light-adjusting
Projection System

Other (Note)

Total

Note:

Year ended 31 December

2014 2015 2016
RMB 000 % RMB 000 % RMB’000 %
18,159 40.5 18,354 30.4 13,729 15.1
7,200 16.1 18,621 30.8 18,882 20.8
18,566 41.4 8,360 13.8 26,492 29.1
— — 13,621 225 23,788 26.2
880 2.0 1,521 2.5 7,996 8.8
44,805 100 60,477 100 90,887 100

Other revenues include sales generated from the sale and resale of components, semi-finished goods and accessories

relating to and/or used in our key products such as projectors, glass panels and power switches.
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The following table sets out our gross profit by product type during the Track Record Period:

Year ended 31 December

Product type 2014 2015 2016
RMB’000 % RMB’000 % RMB’000 %
ITO film 3,115 21.8 3,663 15.3 3,222 93
Smart Light-adjusting
Film 3,993 28.0 9,685 40.5 10,713 30.7
Smart Light-adjusting
Glass 7,282 51.0 2,271 9.5 7,902 22.7
Smart Light-adjusting
Projection System — — 7,907 33.1 10,673 30.7
Other (Note) (109) (0.8) 370 1.6 2,293 0.6
Total 14,281 100 23,896 100 34,803 100

Note:  Other revenues include sales generated from the sale and resale of components, semi-finished goods and accessories
relating to and/or used in our key products such as projectors, glass panels and power switches.

The following table sets out the breakdown of production volume of our products by external
sales and internal use over the Track Record Period:

For the year ended 31 December 2014 For the year ended 31 December 2015 For the year ended 31 December 2016
Purchase Volumeby Volumeby  Purchase Volumeby Volumeby  Purchase Volumeby ~ Volume by
from Production  external internal from Production  external internal from Production  external internal
third parties volume sales use third parties volume sales use third parties volume sales use
(sq.m/set)  (sq.m/set)  (sqm/set)  (sq.m/set) (sqm/set) (sq.m/set) (sqm/set) (sqm/set)  (sq.m/fset) ~(sq.m/set) ~ (sq.mJset) (sq.m./set)
(Note 2) (Note 2) (Note 2) (Note 1)
ITO film 00 1938652 1385290 48,0982 1,581.6 2233352 162,1380 703816 8128  285037.6  129.866.6 1244799
Smart Light-adjusting
Film (Note 3) 5420 20,0087 69840 12,2801 0.0 336210 245000 76012 89807 405272 284716 19,3692
Smart Light-adjusting
Glass 0.0 124052 11,0620 0.0 16.9 7,629.7 6,220.0 6419 27 212425 22,191 143.0
Smart Light-adjusting
Projection System Our Company has not commenced production 0.0 200 200 0.0 0.0 4710 4710 0.0
Notes:
1. Use of “sq.m.” if referring to ITO film, Smart Light-adjusting Film and Smart Light-adjusting Glass; use of “set” if
referring to Smart Light-adjusting Projection System.
2. “Production volume” includes production for internal use and external uses as well as production for inventory (used for
external sales; as samples; for research and development; or scrapped).
3. Actual production volume is calculated based on product size reduced to the measurement required by customers.
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Our Group’s policy in allocating self-produced products for internal use and external use

ITO films manufactured for the purpose of external sales are normally produced in advance
based on our Group’s assessment of potential demand from external parties at the beginning of
the year (based on such factors as historical demand and communication with customers). ITO
films which are manufactured for the purpose of internal use (i.e. to be used as raw materials for
downstream products) would normally be produced on an on-demand basis following receipt of
orders placed by customers for ITO film and/or downstream products. At present, as our Group has
sufficient capacity in its ITO film production lines to satisfy all customer orders, it is not necessary to
prioritise the allocation of ITO films between internal use and external sales.

The following table sets out the breakdown of the average self-produced cost and purchase
cost of our products over the Track Record Period:

For the year ended 31 December

2014 2015 2016
Average Average Average Average Average Average
production purchase  production purchase  production purchase
cost cost cost cost cost cost
(RMB) (RMB) (RMB) (RMB) (RMB) (RMB)
ITO film 76.3/sq.m. N/A  52.7/sqm. 89.7/sq.m.  39.8/sq.m. 605.8/sq.m.
Smart Light-adjusting
Film 579.4/sq.m. 1,449.4/sq.m.  337.0/sq.m. N/A  2783/sqm.  755.4/sq.m.
Smart Light-adjusting
Glass 822.9/sqm. 1,376.0/sq.m.  771.9/sqm.  921.3/sqm.  738.4/sq.m. 1,456.3/sq.m.
Smart Light-adjusting
Projection System Our Company has not 24,004.3/set N/A  17,374.6/set N/A
commenced production
Note: “N/A” denotes our Company did not purchase that particular item during the relevant period.
OUR PRODUCTS

We currently manufacture and sell four main types of products, namely (i) [TO film; (ii) Smart
Light-adjusting Film; (iii) Smart Light-adjusting Glass; and (iv) Smart Light-adjusting Projection
System. We also sell and/or resell certain components, semi-finished goods and accessories which
are used in our production of the above products.

ITO film

Indium-tin oxide (also known as ITO) is sprayed on glass, plastics and LED screens to enhance
conductivity and transparency and to reduce the transmission of harmful electric radiation, ultraviolet
and infrared light.

ITO film is manufactured by first depositing a layer of silicon dioxide (Si02) coating on the
flexible PET film substrate, then spraying a transparent conductive ITO film on top; it is then covered
with a layer of protective film before it is finally cut up into designated size.
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ITO film is widely used in industries like mobile phones, LCD televisions, construction-
use power-saving windows, solar batteries, information communication, laptops, digital devices,
electrical car products and medical devices.

We commenced our production and sales of ITO film in 2011. We manufacture ITO film
based on the specifications and requirements (such as surface resistance, dimensions and shapes)
of our customers through our production line involving the use of roll-to-roll automated ITO film
production equipment as well as production techniques and processes which are managed and
monitored under our quality control systems and procedures. Our ITO film is transparent to visible
light, highly reflective to infrared lights, and has good conductivity.

In October 2015, we deployed a roll-to-roll ITO sputtering machine with a width of 2,100mm
which enables us to manufacture ITO film as wide as two meters. As the supply of extra-wide ITO
film is still rare in the PRC market, our ability to produce such films (i) gives us a competitive
advantage as our ITO film has broader applications than comparable products produced by our
competitors and gives our customers more flexibility when manufacturing products to cater for their
end-customer’s needs; and (ii) allows us to compete in the construction and large screen display
systems markets.

Our ITO film customers are mainly touch-screen device manufacturers. For the years ended 31
December 2014, 2015 and 2016, we sold approximately 138,529 sq.m., 162,138 sq.m. and 129,867
sq.m., of ITO film to our customers respectively, with an average selling price of approximately
RMB131, RMB113 and RMB106 per sq.m., respectively.

Finished products of ITO film ITO sputtering machine

Smart Light-adjusting Products
Smart Light-adjusting Film

Smart Light-adjusting Film is a film containing PDLC (or polymer dispersed liquid crystals)
that changes light transmission properties when electrical voltage is applied to it. When connected
to power, the PDLC line in order, allowing light applied thereon to penetrate and causing the film
to appear transparent. When power is disconnected, the order of PDLC will be disturbed which will
cause light applied thereon to scatter and causing the film to appear opaque. The quality of a Smart
Light-adjusting Film in terms of haze rate, light transmission rate and electricity consumption is
largely dependent on the PDLC configuration.
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Our first Smart Light-adjusting Film production line commenced operation in June 2012 and
our second Smart Light-adjusting Film production line commenced operation in June 2014. We have
strict quality control procedures to ensure that our Smart Light-adjusting Film meet the following
technical specifications:

. light transmittance: on: more than 76%; off: more than 50%
. haze rate: on: less than 10%; off: more than 95%

. operating temperature: -20 to 70 degrees celsius

. storage requirement: less than 35 degrees celsius at humidity of less than 85%
. rated voltage: 60 V (AC, 50/60 Hz)

. energy consumption: less than 5 watts/sq.m.

. viewing angle: more than 160 degrees

. rate of anti-UV: 79.5%

. response time: less than 45 milli-second

. switching times: over 2,500,000

. heat insulation: more than class B2

. shotgun bag impact: 1I-1

. falling-ball impact peel performance: GB15763.3-2009
. heat resistance: GB15763.3-2009

. damp heat test: GB15763.3-2009

. radiation resistance: GB15763.3-2009

We manufacture Smart Light-adjusting Film by: (i) incorporating our self-developed PDLC

between two layers of ITO film (which are manufactured in-house); (ii) applying UV curving
technology; and (iii) making use of our roll-to-roll ITO sputtering machine and coating machine.
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Roll-to-roll ITO sputtering machine

We set out below the structure of Smart Light-adjusting Film produced by us:

Structure of Smart Light-adjusting Film

PET

ITO conductive film
FDLC

ITO conductive film
PET

For the years ended 31 December 2014, 2015 and 2016, we sold a total of approximately 6,984
sq.m., 24,500 sq.m. and 28,472 sq.m., of Smart Light-adjusting Film to our customers respectively,
with an average selling price of approximately RMB1,031, RMB760 and RMB663 per sq.m.,
respectively.

Smart Light-adjusting Glass

Smart Light-adjusting Film may be applied onto glass which can be joined together to form
large panels that can act as a privacy glass wall when power is disconnected and acts as a normal
transparent glass when connected to a power source. Users can control the permeability of light
passing through the Smart Light-adjusting Glass by simply adjusting the amount of electric voltage
applied to the Smart Light-adjusting Film. This feature of the Smart Light-adjusting Glass makes it
useful in many applications where privacy may be required (for example, in bathrooms; examination

- 113 -



BUSINESS

rooms in hospitals and clinics; inquiry rooms in police stations, courts and prisons, jewellery and
museum displays; office conference rooms or as office partitions) or where it may be desirable to
block out light (for example, as skylights or in video rooms). Our Smart Light-adjusting Glass can be
widely used in commercial, residential, healthcare, hospitality, retail and public transaction industries
for a variety of purposes.

The following pictures illustrate the appearance of our Smart Light-adjusting Glass products
when they are switched on or off:

Switched off Switched on

Switched off Switched on

1 1L

We generally manufacture two types of Smart Light-adjusting Glass, namely:

(1)  laminated Smart Light-adjusting Glass, which is manufactured by wedging a piece of
Smart Light-adjusting Film between two layers of glass and applying heat and pressure
to embed the Smart Light-adjusting Film into the glass; and

(i1)  bound Smart Light-adjusting Glass, which is manufactured by adhering Smart Light-
adjusting Film to the surface of glass by UV glue or AB glue. We manufacture both
single-layered and double-layered bound Smart Light-adjusting Glass; the latter is used
for insulation purposes and is produced by sealing two panels of glass with a layer of air
in between them.
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The following diagrams illustrate, in simplified terms, the production process of laminated and
bound Smart Light-adjusting Glass:

Production of laminated Smart Light-adjusting Glass

Smart Light-adjusting

‘ Film

Smart Light-adjusting Glass

Production of double-layered bound Smart Light-adjusting Glass

uv Glue/ Bondmg
Double sided and
PSA sealing
attaching

Smart Light-adjusting Film Single-layered bound Double-layered bound
Smart Light-adjusting Glass Smart Light-adjusting Glass

Our Smart Light-adjusting Glass production line commenced operation in February 2013. We
adopt production techniques and processes to ensure that our Smart Light-adjusting Glass are:

(i)  high performance: our Smart Light-adjusting Film embedded in the glass can be
switched from transparent to opaque states over 2.5 million times and still maintain high
optimal performance. We also test our Smart Light-adjusting Film to ensure that they
meet performance tests in terms of heat, humidity, vibration and radiation resistance;
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(i1)  safe: our Smart Light-adjusting Glass is designed so that glass fragments will still
adhere onto the Smart Light-adjusting Film if and when the glass is crushed so that it
would not be hazardous to users when broken;

(iii)) wser friendly: our Smart Light-adjusting Glass has:

(a)  sound insulation properties which reduces the passing through of sound volume to
below 35 decibels;

(b) UV blocking properties to block the passing through of approximately 79.5% of
UV light during the opaque state, and is believed to benefit users by reducing the
appearance of aging on their skin; and

(iv) customised: we apply various techniques and processes to produce Smart Light-
adjusting Glass that meets the specifications and requirements of our customers. For
example, our Smart Light-adjusting Glass may be strengthened, colour-tinted, curved
and shaped or double-glazed depending on the preferences of our customers. We believe
that our ability to provide customised Smart Light-adjusting Glass which meets the
demand of our customers is an important factor for our success.

For the years ended 31 December 2014, 2015 and 2016, we sold a total of approximately
11,062 sq.m., 6,220 sq.m. and 22,196 sq.m. of Smart Light-adjusting Glass respectively, with an
average selling price of approximately RMB1,678, RMB1,344 and RMBI1,194 per sq.m. respectively.

Smart Light-adjusting Projection System

A Smart Light-adjusting Projection System refers to a projection display system comprising
a Smart Light-adjusting Product, a projector (adopting ultra-short throw laser projection and multi-
fusion technology) and a control system whereby visual images and/or video may be projected from
the projector onto a Smart Light-adjusting Product during its opaque state when electric voltage is
disconnected (while the glass may be switched to its transparent state when an electric current is
applied).

As at the Latest Practicable Date, we have three types of Smart Light-adjusting Projection
Systems, namely:

(i)  first generation Smart Light-adjusting Projection Systems: whereby the Smart Light-
adjusting Projection System is installed into a customarised cabinet where visual images
and/or video is projected onto a Smart Light-adjusting Glass panel from a ultra-short
throw laser projector from behind the panel. Our first generation Smart Light-adjusting
Projection Systems are designed for use in domestic or indoor environment for home
entertainment and/or visual experience purposes;
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(i) second generation Smart Light-adjusting Projection Systems: whereby the Smart
Light-adjusting Film is embedded in a projection screen where visual images and/or
video is projected onto the screen from the front using a more advanced ultra-short throw
laser projector. We have commenced our production and sale of our second generation
Smart Light-adjusting Projection Systems in May 2016 which are designed for use
in domestic or indoor environments for home entertainment and/or visual experience
purposes which take up less space and are more adaptable for use; and

(iii)) commercial Smart Light-adjusting Projection Systems: whereby our Smart Light-
adjusting Projection Systems are installed and applied in various indoor or outdoor
environments and settings for commercial purposes. For example, our Smart Light-
adjusting Film may be adhered to screen doors in subway stations or our Smart Light-
adjusting Glass may be used as display windows of retail stores and visual images and/or
video can be projected thereon from the front using an ultra-short throw laser projector.
Our commercial Smart Light-adjusting Projection Systems have diverse advertising,
marketing and other applications, and we have since April 2016 entered into agreements
for providing design and engineering solutions to our customers to assist them integrate
our commercial Smart Light-adjusting Projection Systems in the desired environment
and settings.

The following diagrams and pictures illustrate the key components and appearance of a sample
of each type of our Smart Light-adjusting Projection Systems:

First generation Smart Light-adjusting Projection System

Conceptual diagram:
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The following is a sample Smart Light-adjusting Projection System produced by us:

Sample product:

Second generation Smart Light-adjusting Projection System

Conceptual diagram:

H Use for more than 2 /
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embedded Smart
Light-adjusting Film

Sample product:
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Commercial Smart Light-adjusting Projection System

Conceptual image (application of commercial Smart Light-adjusting Projection System to subway
station in Beijing):

Our Directors believe that our Smart Light-adjusting Projection System can compete in the
outdoor display market with LED display manufacturers for the following reasons:

the production cost of our Smart Light-adjusting Projection System is currently lower
than that of an LED display;

. the selling price of a typical Smart Light-adjusting Projection System is generally lower
than that of a typical LED display;

. a user of Smart Light-adjusting Projection System is expected to incur substantially
less maintenance and repair costs over the life of the product than that of a user of LED
display;

. current LED displays block sunlight from entering into buildings on which they are
installed while Smart Light-adjusting Projection Systems may allow or block sunlight
from entering into buildings depending on whether it is in a transparent or opaque state;
and

. a typical Smart Light-adjusting Projection System is substantially more energy-efficient
than a LED display.

For the two years ended 31 December 2015 and 2016, we sold a total of 220 and 471
sets of Smart Light-adjusting Projection Systems, respectively, with an average selling price of

approximately RMB61,914 and RMB50,505 per set, respectively.

For details of the future trends of prices of our products, please refer to the “Industry
Overview” section of this prospectus.
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OUR PRODUCTION FACILITIES AND PROCESSES
Production facility

The entire production process of our products is carried out at our production base situated
at Levels 1 and 2 of Factory Building No. 7 of Zhuhai Xingye New Energy and Industrial Park, 9
Jinzhu Road, Gaoxin district, Zhuhai city, Guangdong province of the PRC. Our production facilities
comprise office and factories with a total gross floor area of approximately 5,740 sq.m..

We relocated our production facilities from a technology port in Nanping to our current site in
March 2016. The current site is larger than our former facility and is more suitable for housing our
production equipment. Since our commencement of business and up to the Latest Practicable Date,
we have not experienced any material disruptions in respect of the use of our production facilities. It
is our policy that staff report any disruptions in or to our production facilities to the relevant head of
department who will arrange our equipment manager and relevant staff to arrange repairment. The
procedures are in line with ISO:9001 standards.

As at the Latest Practicable Date, we operate two production lines for the production of ITO
film, two production lines for the production of Smart Light-adjusting Film, and one production line
for the production of Smart Light-adjusting Glass and Smart Light-adjusting Projection Systems
respectively.

Production machinery, equipment and processes

We believe it is important for us to be able to identify and purchase technologically-advanced
and high quality machinery and equipment to support our production processes. We consider such
machinery and equipment crucial in ensuring quality and efficiency of our manufacturing process.
As aresult, we allocate substantial resources to identifying and purchasing machinery and equipment
that we believe can produce high quality products efficiently.

For the years ended 31 December 2014, 2015 and 2016, our capital expenditure were mainly
incurred for acquiring machinery, motor vehicles, office equipment and the renovation of our factory
and the amounts incurred our these periods were approximately RMB1.7 million, RMB24.2 million,
and RMB978,000 respectively. These capital expenditures were funded by a combination of cash
generated from our operating activities, bank loans and capital injection by our Shareholders.

We acquired all of our machinery and equipment from domestic and international Independent
Third Parties through commercial arm’s length negotiations and transactions. The machinery and
equipment used in our production lines is difficult for our competitors to replicate as they have been
modified or have improved features incorporated to meet our actual production needs. To this end,
our procurement department communicates our production needs and requirements to our suppliers
to ensure that our machinery and equipment are tailor-made to suit our needs.
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The following table sets out details of our major machinery and equipment (with acquisition
cost of over RMB50,000) located at our production facilities and related details as at 31 December
2016:

Machinery or Net

equipment name Year of carrying value

and description purchase Months used  (approx. RMB)  Remaining life
(Note) (months)

ITO film

Vacuum roll-to-roll ITO sputtering machine 2011 61 11,615,185.3 59

Vacuum roll-to-roll ITO sputtering machine 2014 13 18,069,368.5 107

Coating and laminating machine 2011 60 1,311,588.6 60

Air Handling Unit (AHU) compression-type 2015 16 434,908.1 44

water chiller

Smart Light-adjusting Film

High precision wet laminating machine 2013 40 1,343,813.1 80
High precision wet laminating machine 2014 32 313,594.0 88
(single position)

Smart Light-adjusting Glass
and Smart Light-adjusting
Projection System

Straight-line bilateral milling machine 2015 12 502,888.9 108
Autoclave 2013 42 237,103.4 78
Autoclave 2015 17 230,047.2 43
Laminated glass production line 2013 40 169,538.5 80

Note: Net carrying value equals the original acquisition cost of machine, less depreciation using accounting method,
amortisation or impairment costs.

We acquired all our production machinery and equipment in recent years and we expect our
major production machinery and equipment at our production facility to have an average useful
life of approximately five to ten years. As of the Latest Practicable Date, we did not anticipate the
disposal of any of our major production machinery and equipment.
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We regularly monitor and perform routine maintenance checks on our machinery and
equipment in order to assess whether there is a need to replace, purchase, or update (where machinery
and equipment with improved technical capabilities becomes available) our machinery and
equipment. We maintain records of any maintenance and repair work carried out on our machines.

Our Directors confirm that we currently have no replacement schedule for our major
machinery and equipment and we may not replace equipment or machinery merely because it is fully
depreciated under our accounting policy (being an accounting concept relating to allocation of costs
of an asset). We believe that with proper maintenance and repair, we may continue using machinery
and equipment depreciated under our accounting policy for as long as it is in satisfactory working
order.

Preparation of raw material and ancillary materials

Upon receipt of customer sales orders, production staff will request the necessary raw
materials and ancillary materials from the warehouse in accordance with the list of raw materials
which are required for the production of Smart Light-adjusting Products to satisfy the sales order.
The warehouse staff will prepare and compile the relevant raw materials (including raw materials
produced in-house such as ITO film as well as other raw materials (such as components and parts)
sourced from external parties) as requested by production staff. Where necessary, the warehouse staff
may source additional raw materials from the production department or from external suppliers, as
applicable, as part of our Group’s inventory control process.

Production process and facilities relating to the manufacturing of ITO film

Our Group operates two ITO production lines, one of which produces ITO film with roll
width of 2,100mm and one of which produces ITO film with roll width of 1,300mm. Each of these
production lines comprises a vacuum roll-to-roll ITO sputtering machine, ITO protective layer
laminating machine, SEM microscope and temperature chamber. Our production lines generally
operate 24 hours a day, seven days a week.
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The following diagram illustrates the key processes involved in the production of our ITO film:

Preparation of raw and ancillary
materials (such as PET film)

l

Quality examination of materials

l

Vacuum ITO sputtering machine
sputters ITO targets onto PET film

I

Quality examination of
semi-finished products

!

Photoresist laminator coats protective
layer onto the semi-finished products

I

Quality examination after coating

I

Film cutting

I

Quality examination of finished goods

I

Packaging and storage Ancillary materials:

Raw material: PET film

Raw material: ITO target

Ancillary materials: protective film

PVC, PE plastic mine,
cartons
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The following table sets out the designed production capacity, actual production volume and
utilisation rate of our ITO film production lines which consists of, among others, a 1,300mm roll-to-
roll ITO sputtering machine and a 2,100mm roll-to-roll ITO sputtering machine, during the Track

Record Period:
Year ended 31 December

ITO film production lines 2014 2015 2016
Designed production capacity 203,372 sq.m. 307,847 sq.m. 621,271 sq.m.

(approximate) (Note 1) (Note 2) (Note 2)
Actual production volume 193,800 sq.m. 223,000 sq.m. 285,000 sq.m.
Utilisation rate (%) (Note 3) 95.3% 72.4% 45.9%
Note 1: The estimated maximum production capacity is calculated on the basis that: (i) the production line will be operated

Note 2:

Note 3:

for 11.5 months per year, 25 days per month and 24 hours per day (i.e. 6,900 production hours in total in a year); and
(ii) it takes approximately 42.41 hours to process each roll of ITO film of 1,250 sq.m. each (i.e. production rate of
approximately 29.47 sq.m. per hour).

We commenced the use of our 2,100mm roll-to-roll ITO sputtering machine (which is capable of processing ITO film
rolls which are 1,250 sq.m. and 2,400 sq.m. in size) in October 2015. Therefore, the estimated production capacity of
our ITO film production lines is the aggregate of: (i) the estimated maximum production capacity of the 1,300mm roll-
to-roll ITO sputtering machine production line per Note 1 above; and (ii) the estimated maximum production capacity of
the 2,100mm roll-to-roll ITO sputtering machine production line is calculated on the basis that: (a) the production line
will be operated for 11.5 months per year, 25 days per month and 24 hours per day (i.e. 6,900 production hours in total in
a year); and (b) the machine is capable of processing 25 rolls of 1,250 sq.m. ITO film or 16 rolls of 2,400 sq.m. ITO film
each month, and we assume that the machine would be used for processing rolls of each width for 50% of each month (i.e.
average production rate of approximately 60.56 sq.m. per hour).

The utilisation rate is calculated by dividing actual production volume by the estimated designated production capacity
for the relevant period.

As illustrated above, the utilisation rate of the production line for ITO film dropped from
95.3% in 31 December 2014 to 72.4% and 45.9% for the years ended 31 December 2015 and 31
December 2016 respectively due to the commencement of the use of our 2,100mm roll-to-roll ITO
sputtering machine since October 2015, which materially increased the designed production capacity
of the production line.
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Set out below are illustrations depicting different stages in our ITO film production process:

Air shower room prior to entering into the
production facilities Preparation of raw materials

2,100mm roll-to-roll ITO sputtering machine  Operation of the roll-to-roll coating system

Production process for Smart Light-adjusting Film
Our Group has two production lines for the production of our Smart Light-adjusting Film,

comprising (i) a 1,600mm wide high precision coating machine; and (ii) a 2,000mm wide high
precision coating machine.
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The following diagram illustrates the key processes involved in our Smart Light-adjusting
Film production:

Preparation of raw and ancillary
materials (such as ITO film and PDLC)

Raw material: ITO film”, PDLC

Quality examination of materials

Coating, curing and rewinding

Quality examination of the
semi-finished products®

Cutting down to size™* Ancillary material: Copper foil, silver paste,

plastic gloves and masks

Quality examination of finished

products”*
Packaging and storage” Ancillary paper tube, carton materials

Note:

1. Processes marked with “#” are confirmed by our Directors to be automated according to the implementation plan as set
out in section headed “Future plans and use of proceeds” of this prospectus.

2. Processes marked with “*” are confirmed by our Directors to be “bottleneck” processes. For further information
on “bottleneck™ processes, please refer to the paragraph headed “Net proceeds for the acquisition of machinery and
equipment” under the section headed “Future plans and use of proceeds” of this prospectus.

3. Raw materials marked with “*”” are produced in-house.
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The following table sets out the designed production capacity, actual production volume and
utilisation rate of our Smart Light-adjusting Film production lines which consist of, among others, a
1,600mm wide high precision coating machine and a 2,000mm wide high precision coating machine,
during the Track Record Period:

Smart Light-adjusting Film Year ended 31 December

production lines 2014 2015 2016

Designed production capacity 449,176 sq.m. 584,471 sq.m. 584,471 sq.m.
(approximate) (Note 1) (Note 2)

Actual production volume (Note 3) 36,900 sq.m. 32,800 sq.m. 51,465 sq.m.

Utilisation rate (%) (Note 4) 8.2% 5.6% 8.8%

Note 1: We commenced the use of our 2,000mm wide high precision coating machine in June 2014. Therefore, the estimated

Note 2:

Note 3:

Note 4:

production capacity of our Smart Light-adjusting Film production lines is the aggregate of: (i) the estimated maximum
production capacity of 1,600mm wide high precision coating machine production line; and (ii) the estimated maximum
production capacity of the 2,000mm wide high precision coating machine production line on the basis that: (a) the
production line will be operated for 11.5 months per year, 25 days per month and 14 hours per day (i.e. 4,025 production
hours in total in a year); and (b) the 1,600mm wide high precision coating machine is capable of processing 20 rolls of
1129.4 sq.m. Smart Light-adjusting Film each month (i.e. average production rate of approximately 63.25 sq.m. per hour)
and the 2,000mm wide high precision coating machine is capable of processing 20 rolls of 1411.8 sq.m. Smart Light-
adjusting Film each month (i.e. average production rate of approximately 79.06 sq.m. per hour).

Both machines were utilised throughout the respective periods.

The actual production volume has been calculated based on the product size before reducing to the measurement as
required by our customers.

The utilisation rate is calculated by dividing actual production volumes by the estimated designated production capacity
for the relevant period.

The reason for the low utilisation rate of the production line for Smart Light-adjusting Film
was due to the fact that the design of the production line for Smart Light-adjusting Film (involving a
1,600mm wide high precision coating machine and a 2,000mm wide high precision coating machine)
is capable of high-volume mass production of Smart Light-adjusting Film rolls, resulting in the
maximum designed production capacity to be a large multiple of the existing production volume.

Production process and facilities for Smart Light-adjusting Glass

Our production line for Smart Light-adjusting Glass includes a glass loading table, a glass
cutting machine, glass edge grinding devices, a glass washing and drying machine, a glass lay-
up positioning conveyor, a PVB film spreader machine, a pre-press machine and autoclave. Our
production lines generally operate ten hours a day, five to six days a week.
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The following diagram illustrates the key processes involved in our Smart Light-adjusting
Glass production line:

Preparation of Smart
Light-adjusting Film, original glass Raw materials:
pieces, PVB and ancillary materials

l

Quality examination of materials

l

Cutting of original glass piece”*

l

Quality examination of the
semi-finished products

I

Glass edge grinding”

l

Quality examination of
semi-finished products

l

Glass cleansing’*

l

Quality examination of
semi-finished products

l

Glass laminating"*

l

Quality examination of
semi-finished products

l

Lamination and vacuuming packing* Ancillary materials:

l

Processing at autoclave

l

Quality examination of
finished products*

l

Packaging and storage” Ancillary materials:

Smart Light-adjusting Film”,
glass pieces, PVB filmt

FGW-3 vacuum film,
cotton, cloth, plastic

Cartons, labels,
sealing glue, nails, etc
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Notes:

1. Processes marked with “#” are confirmed by our Directors to be automated according to the implementation plan as set
out in section headed “Future plans and use of proceeds” of this prospectus.

2. Processes marked with “*” are confirmed by our Directors to be “bottleneck” processes. For further information
on “bottleneck” processes, please refer to the paragraph headed “Net proceeds for the acquisition of machinery and
equipment” under the section headed “Future plans and use of proceeds” of this prospectus.

3. Raw materials marked with “*” are produced in-house.

Autoclave

The following table sets out the designed production capacity, actual production volume and
utilisation rate of our Smart Light-adjusting Glass production line during the Track Record Period:

Smart Light-adjusting Glass Year ended 31 December

production line 2014 2015 2016
Designed production capacity (Note 1) 46,000 sq.m. 46,000 sq.m. 46,000 sq.m.
Actual production volume 12,400 sq.m. 7,600 sq.m. 21,242 sq.m.
Utilisation rate (%) (Note 2) 27.0% 16.5% 46.2%

Note 1: We have used the size of Smart Light-adjusting Glass produced as a standardised measurement of the output of our
production process which involved preparing materials (such as Smart Light-adjusting Film and PVB), trimming, glass
milling, cleaning and inspection, and vacuum packaging. The estimated production capacity is based on the assumption
that our Smart Light-adjusting Glass production line (a) will be operated for 11.5 months per year, 25 days per month
and 10 hours per day (i.e. 2,875 production hours in total in a year); and (b) is capable of producing 4,000 sq.m. of Smart
Light-adjusting Glass each month.

Note 2: The utilisation rate is calculated by dividing actual production volumes by the estimated designated production capacity
for the relevant period.

The low utilisation rate of the production line for Smart Light-adjusting Glass over the Track
Record Period was due to its large designed production capacity compared to actual production
volume (for external sales as well as internal use for production of downstream products).
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The utilisation rate for the production line increased from 16.5% for the year ended 31
December 2015 to 46.2% for the year ended 31 December 2016 mainly due to (i) the commencement
of efforts in 2015 to expand our overseas business; and (ii) the increase in demand for Smart Light-
adjusting Projection Systems (i.e. downstream product of Smart Light-adjusting Glass) due to the
continued development of our Group in, and increase in demand in the market for, the product.
This has led to substantial orders for Smart Light-adjusting Projection Systems in the year ended 31
December 2016 (please refer to the paragraph “Business — Our production facilities and processes -
Substantial orders for Smart Light-adjusting Projection Systems” below for further details), which in
turn led to increase in required production of Smart Light-adjusting Glass.

Substantial orders for Smart Light-adjusting Projection Systems

As at 31 December 2016, we have entered into a supply contract with a subcontracting
company in Beijing for the supply and installation of 200 Smart Light-adjustment Projection Systems
over 20 metro stations in the PRC, for a total consideration of approximately RMB13.4 million
(equivalent to approximately HK$15.3 million). In addition to this substantial order, our Group has
also entered into a supply contract with a company in Shanghai for the supply and installation of
100 Smart Light-adjusting Projection Systems for advertising display windows in the Nanjing Road
commercial area in Shanghai for a total consideration of approximately RMB6.1 million (equivalent
to approximately HK$7.0 million).

In order to fulfill these and other new orders, the utilisation rate in production capacity in
respect of Smart Light-adjusting Film and Smart Light-adjusting Glass increased from 5.6% and
16.5% for the year ended 31 December 2015 respectively, to 8.8% and 46.2% for the year ended 31
December 2016 respectively.
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Production process and facilities for Smart Light-adjusting Projection System

Our production of Smart Light-adjusting Projection Systems involves the assembly and
installation of different components including Smart Light-adjusting Products, ultra-short throw laser
projector, control systems and other components. The following diagram illustrates the key processes
in the production of our Smart Light-adjusting Projection System:

Preparation of Smart Light-adjusting
Products, aluminum frame, projector,
control system and ancillary materials

l

Quality examination of materials

l

Film coating

l

Quality examination of the
semi-finished products

l

Applying glass glue and welding wire

l

Quality examination of
semi-finished products

l

Installation of aluminum frame,
control system and projector

l

Quality examination of
finished products

l

Packaging and storage

As at the Latest Practicable Date, our production and installation of Smart Light-adjusting
Projection Systems does not rely on the use of key machinery or production facilities, but rather
relies on our skilled employees and technicians to (i) carry out assembly and installation of different
components; and (ii) apply and calibrate our systems for use in relevant environment and settings
in line with designated specifications and/or design and engineering solutions proposed to our
customers. As such, it is not possible to provide indicative or meaningful analysis of the utilisation
rate of our Smart Light-adjusting Projection System production capacity. Nevertheless, we will hire
suitably qualified employees and technicians to the meet our production needs to satisfy the amount
of customer orders for Smart Light-adjusting Projection Systems we may receive from time to time.
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A summary setting out the volume of upstream products required to produce each type of
downstream products is as follows:

Per square meter of Units required of production
Smart Light-adjusting Film Two square meters of ITO Film
Smart Light-adjusting Glass One square meter of Smart Light-adjusting Film

Smart Light-adjusting Projection System  One square meter of Smart Light-adjusting Glass
QUALITY CONTROL

We are committed to producing high quality products. We perform quality control, inspection
and testing procedures throughout our production process to identify defects and irregularities
throughout each of our production processes.

Quality control measures
We apply stringent quality controls at each stage of our production process. This involves:
. acceptance and storage of raw materials

. when raw materials (including PET raw film, ITO targets, various protective
films, PVB and glass pieces) are delivered to our production base, our warehouse
management staff will inform the procurement department and the relevant
department responsible for making the procurement request will then check
the received raw materials against the relevant invoices to ensure that the type,
specifications and quantity of raw materials received is correct

. our quality control staff will take samples from each batch of raw materials
received to ensure they meet the required standards for production. All raw
materials deemed suitable for use in production are labelled accordingly

. where samples from a batch of raw materials fail to meet our required standards,
the entire batch will be physically separated from the remaining raw materials and
further assessments will be made to establish whether the raw materials can be
warehoused

. raw material inspection reports are completed in relation to the inspection of each
batch of raw materials and follow-up action is taken with the relevant suppliers
where problems and defects are detected

. raw materials are stored in appropriate conditions (in terms of temperature and
humidity) and are tested to ensure adherence to the prescribed production formula

. over the production processes

. before we commence mass production of a particular product, we will manufacture
an initial sample for assessment and analysis
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. our quality control staff inspect semi-finished products at the key stages of the
production process (for example, following edging or glass combining/laminating
over the production of Smart Light-adjusting Glass). Quality control sampling
checks are also carried out

. any semi-finished products which are found to be of sub-standard quality are
labelled as defective and isolated immediately

. where the relevant defect raises material quality or technical concerns, our quality
control staff shall file a report and the production process will be halted to allow
the technical department to conduct a review in order to identify the cause

. defective products are reprocessed to remedy defects or scrapped, as appropriate,
depending on the assessment of quality control and technical departments

. the condition of, and the processes being carried out in, our production lines
are closely and constantly monitored by qualified staff through computerised
inspection systems which provide indicators relating to film quality and
production status and which assist in identifying problems

inspection of finished products

. finished products are examined by our quality control staff who (i) carry out
physical inspection; (ii) conduct tests to evaluate performance (for example,
conducting thermal stability, light transmission rate, haze rate and durability
tests); (iii) review whether the finished product meets the applicable corporate
and/or industry standards; and (iv) determine whether or not the finished product
meets the requirements of the relevant customers

. the packaging of finished products will be inspected thoroughly by our quality
control staff prior to delivery and a sample from each batch of finished products
will be retained for future reference

In addition to the above, we have adopted and implemented the following quality control
measures and procedures to maintain the quality standard of our products:

handling defective products — where defective products (whether finished or semi-
finished) are discovered during the production process or following delivery to
customers, these products will be labelled, isolated and drawn to the attention of our
quality control staff and the relevant products will be assessed to check the reason for
the defects and appropriate follow up actions (including formulating and adopting
appropriate remedial or preventive measures to avoid further incidents) will be
implemented and recorded

internal feedback and analysis — we constantly collect feedback from various
departments (including the procurement department, quality control department,
technology department and production department) and all suggestions,
recommendations and problems or issues identified are evaluated and assessed. Through
such practice, we identify areas for improvement and implement remedial or preventive
measures to reduce incidents of defects
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traceability of products — labels containing information such as product name,
description, quantity, date and inspection record and other details are applied by staff
to products at different stages of the production process. This ensures that products can
be easily traced in the event of a customer complaint and that defective products can be
effectively isolated for further handling without delay or disruption to our production
process

product maintenance and delivery — we have adopted safety measures relating to
the moving, storing, packaging, maintenance and delivery of our finished products to
prevent damage post-production

consistency of product quality — we consistently use quality materials, provide
regular training to our staff, conduct thorough products inspections and examinations
and maintain up-to-date internal records to ensure that our products meet the standards
prescribed by the China Quality Certification Centre

Quality control team

Our quality control team comprises ten members which is led by a department general
manager with over ten years of experience in supervising the technical department and in quality
control work. The general manager is responsible for all aspects of quality control relating to our
products including communicating and liaising with different departments and reporting to senior
management.

To ensure that our quality control staff can carry out their duties and responsibilities effectively,
we require them to have obtained the requisite academic qualifications, training and experience in
engineering, quality control and other relevant fields. In particular:

our quality control engineers who are responsible for analysing and evaluating quality
control results are required to hold a bachelor degree and/or advanced degrees and
are required to have sound knowledge of relevant ISO standards as well as standards
prescribed by the China Quality Certification Centre

our quality control officers responsible for performing daily quality control inspections
must hold at least a diploma and be experienced in equipment inspection

Certification obtained and quality standards met by our products

All our Smart Light-adjusting Products have passed inspection by, and met the standards, of:

)
(i)

the China Quality Certification Centre;

European Union Directive 2002/95/EC; and

(iii)) Schedule 2 of Renewed European Union Directive 2011/65/EU.
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Furthermore, we have been accredited with an ISO9001:2008 certification in respect of the
quality of our management systems, which we implemented throughout our supply, production and

sales processes.

We set out below the certificates relating to product quality we have obtained over the Track

Record Period:

Issuing institution

China Quality
Certification Centre

China Quality
Certification Centre

China Quality
Certification Centre

SGS Guangzhou branch

SGS Guangzhou branch

SGS Guangzhou branch

SGS Guangzhou branch

China Quality
Certification Centre

China Quality

Certification Centre

China Quality
Certification Centre

Certificate
number/test
report number

W-15803-2016-M1

W-15803-2016-M3

WT2016E09A00425

CANECI611658302

CANECI611658304

CANECI1609128904 A01

CANEC1609128906 AO1

2015011302821761

W-150803-2015-M1

00114Q27165R1M/4400

Subject matter

Smart Light-adjusting Film
(super transparent)
(power off mode)

Smart Light-adjusting Film
(super transparent)

(power on mode)

Smart Light-adjusting Glass

ITO film

[TO Film halogen

Smart Light-adjusting Film

Smart Light-adjusting Film

Auchitectural (safety)
sealed insulating glass
(smart liquid crystal hollow glass)
silicon, dual sealed insulating
glass with aluminium spacer

Smart Light-adjusting Film

Research and production
of ITO film, Smart
Light-adjusting Film and
Smart Light-adjusting Glass
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Certificate/result

Compliance with
1509050:2003 and
15010292:1994

Compliance with
1309050:2003 and
15010292:1994

Compliance with
JCIT 21292012

Compliance with
European Union’s
RoHS Directive
2011/65/EU

Compliance with
EN 14582:2007
method

Compliance with
European Union’s
RoHS Directive
2011/65/EU

Compliance with
EN 14582:2007
method

Compliance with
GBIT11944-2012

Compliance with
1509050:2003 and
15010292:1994

1509001:2008
GB/T19001-2008

Date of
certification/
validity

30 June 2016

30 June 2016

27 June 2016

23 June 2016

23 June 2016

25 May 2016

25May 2016

From 10 May 2016
to 10 May 2021

25 August 2015

From 25 August 2015
to 14 August 2017
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Issuing institution

China Quality
Certification Centre

SGS Guangzhou Branch

China Quality
Certification Centre

China Quality
Certification Centre

China Quality
Certification Centre

China Quality
Certification Centre

China Quality
Certification Centre

China Quality
Certification Centre

China Quality
Certification Centre

Guangdong province
construction engineering
quality safety supervision
and inspection centre,
and Guangdong province
architectural wall quality
inspection centre*

Certificate
number/test
report number

W-15803-2015-Z11

SDHG1507010976FB

2015011302821761

2012011302584162

2013011302631046

2013011302631046

2014011302714588

2014011302714587

F2014(62)0208440400030

Subject matter

Smart Light-adjusting Glass
(hollow)

Self-adhesive light-adjusting
glass

Architectural (safety)
sealed Insulating glass
dew point test

Architectural laminated
glass falling ball impact
peel performance

Thermal resistance for
architectural laminated glass

Shot bag impact performance
of architectural laminated glass

Architectural laminated glass
(smart liquid crystal glass)
nominal thickness of interlayer
1.92mm and smart liquid
crystal film

Auchitectural tempered laminated
glass (smart liquid crystal glass)
nominal thickness of interlayer
2.68mm PVB and smart
liquid crystal film

Atchitectural tempered laminated
glass (smart liquid crystal glass)
nominal thickness of interlayer
3.44mm PVB and smart
liquid crystal film

TOSSEALS3 neutral silicone
anti-fogging sealant
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Certificate/result

Compliance with
1309050:2003 and
15010292:1994

Compliance with
(B8621-2012

Compliance with

GB/T11944-2012

Compliance with
(B15763.3-2009

Compliance with
(B15763.3-2009

Compliance with
(B15763.3-2009

Compliance with
(B15763.3-2009

Compliance with
(B15763.3-2009

Compliance with
(B15763.3-2009

Compliance with
GBIT 14683-2003

silicone architectural

sealant

Date of
certification/
validity

25 August 2015

21 July 2015

23 March 2016

23 March 2016

23 March 2016

23 March 2016

From 29 July 2015

to 19 August 2019

From23 December 2014
to 19 August 2019

From 23 December 2014
to 19 August 2019

25 August 2014
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During the Track Record Period and up to the Latest Practicable Date, we did not experience
any material loss due to product defect.

SUPPLIERS AND RAW MATERIALS PROCUREMENT
Our suppliers
Over the Track Record Period, the procurement of raw materials accounted for the largest
portion of our costs of sales. Our raw materials accounted for approximately 84.3%, 84.6% and
84.8% of our total cost of sales for the years ended 31 December 2014, 2015 and 2016 respectively.
We procure a majority of our raw materials (including hardened PET film) from third party
suppliers based in the PRC who are agents of overseas manufacturers. We also procure certain raw

materials (including ITO target, protective film, PDLC and projectors) from PRC manufacturers.

We also procured super-transparent light-adjusting film from manufacturers before are
commenced the mass production of such film in November 2016.

The following table set out certain information in relation to our top five suppliers during the
Track Record Period:

For the year ended 31 December 2014

Approximate
years of
relationship as Approximate
Product at the Latest percentage
supplied to Practicable of our total
Supplier Principal business our Group Location Date purchase (%)
1 SupplierA A screen printing supplier in the field of PET film Shenzhen, 4.1 332
printing digital communication products, PRC
home appliances, electronics, and smart
products technology
2 Supplier B Conducts wholesale trading of goods and ITO film Shenzhen, 32 17.6
technologies, technological export and PRC
imports, and research and development of
security products
3 SupplierC Conducts research and development, PDLC Beijing, PRC 54 73
manufacturing, marketing, and import and
export Thin-Film Transistor (TFT), PDLC,
Super-Twisted Nematic (STN), Twisted
Namatic (TN) type liquid crystal display
materials, organic electroluminescence
materials and special-purpose liquid crystal
materials
4 Supplier D Conducts research and development, protective film, Shenzhen, 45 6.2
manufacturing, sales and service of high- PET film PRC
tech products using the Company’s ITO film
5 Supplier E Conducts wholesale and retail of ITO targets, Smart ~ Zhuhai, PRC 4.1 47
optoelectronics materials, solar cells, Light-adjusting
building decoration materials and provide Products

use of technological development and
consulting services for marine renewable
energy
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For the year ended 31 December 2015

Supplier

1 SupplierA

2 Supplier F

3 Supplier D

4 Supplier C

5 Supplier G

Principal business

As described above

Conducts research and development,
and manufacturing of products using its
advanced laser phosphor display laser
display technology

As described above

As described above

Handles (i) acrylic resin such as plastic
sheets, films and processed goods, (ii)
construction related materials such as
fixtures and aluminium composite panels
used as wall material in convenience stores
and other buildings, and (iii) materials for
LCD television light guide plates and cell
phone display windows

For the year ended 31 December 2016

Supplier

1 Supplier D

2 Supplier H

3 Supplier]

4 Supplier]

5 SupplierK

Principal business

As described above

manufactures, develops and sells display
system

Product
supplied to
our Group

PET film

laser projector

protective film

PDLC

PET film

Product
supplied to
our Group

protective film

laser projector

Develops, installs and sells software, multi-  laser projector

media equipment and telecommunication
equipment

manufactures and sellers different materials ~ PET film

including PET film

develops and manufactures high-technolog;
products

y  ITOfilm
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Location

Shenzhen,
PRC

Shenzhen,
PRC

Shenzhen,
PRC

Beijing, PRC

Shanghai,
PRC

Location

Shenzhen,
PRC

Guangzhou,
PRC

Wuhan, PRC

Shenzhen,
PRC

Shenzhen,
PRC

Approximate
years of
relationship as
at the Latest
Practicable
Date

4.1

45

5.4

29

Approximate
years of
relationship as
at the Latest
Practicable
Date

45

0.6

0.7

0.9

Approximate
percentage
of our total

purchase (%)

259

12.8

9.4

6.3

5.3

Approximate
percentage
of our total

purchase (%)

8.3
8.1

6.7

6.6

49
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For the years ended 31 December 2014, 2015 and 2016, our purchases from (i) our top five
suppliers amounted to approximately RMB24.6 million, RMB16.1 million, and RMB20.4 million
respectively, which accounted for 69.0%, 59.7%, and 34.6% respectively, of our total purchases,
and (ii) our largest supplier amounted to RMB11.8 million, RMB7.0 million, and RMB4.9 million
respectively, representing 33.2%, 25.9%, and 8.3%, respectively, of our total purchases.

During the Track Record Period and up to the Latest Practicable Date, none of our Directors
or their close associates or our Shareholders owned more than 5% of our issued share capital or had
any interest in any of our five largest suppliers. Our Directors confirm that each of our five largest
suppliers are Independent Third Parties.

Concentration risk

Although we sourced a substantial amount of our raw materials from our five largest suppliers
over the Track Record Period, we did not experience any material difficulty in sourcing raw materials
nor have we experienced any shortage or delay in the supply of raw materials during the same period.
In any case, we maintain a list of alternative suppliers who are able to provide raw materials of
similar quality at similar prices which we may consider procuring from in the event of any shortage
or delay in supply from existing suppliers. No long term contracts had been entered between our
Group and our five largest suppliers. However, our Directors have confirmed that we did not have
any material dispute with any of our five largest suppliers over the Track Record Period.

During the Track Record Period, we gradually reduced our reliance on any one single supplier.
In the event there is any disruption in the supply of raw materials (such as PET film) we utilise, we
will be required to purchase from alterative suppliers which may result in higher production costs.
Further details of the risks of our reliance on one single supplier for PET film are set out in the
section headed “Risk factors — Risks relating to our business — We rely on major suppliers for the
supply of raw materials of a satisfactory quality and their failure to supply us or our failure to procure
raw materials of the requisite quality standard or at acceptable prices could materially and adversely
affect our operations and financial results” in this prospectus.

Our procurement procedures and measures

We have adopted and implemented a procurement policy to ensure that we are able to acquire
raw materials which meet our production requirements at a reasonable cost. Under our procurement
policy:

(i)  our procurement staff will compare prices and the terms and conditions offered
by different suppliers in respect of our purchase of raw materials and compile a
procurement proposal;

(i1)  all procurement proposals will require the approval of our general manager and deputy

general manager (depending on value of procurement proposal) prior to procurement
decisions being made;
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(ii1) we enter into legally binding procurement contracts with our suppliers in connection

(iv)

™)

(vi)

with each procurement request which set forth the quantity, price and quality
specifications for each type of raw materials;

all raw materials delivered to our production base are inspected by (a) the procurement
department and the department who made the procurement request to ensure that
materials received are in line with our procurement request; and (b) our quality control
department to examine the raw materials from quality control perspective;

to facilitate new product development and to maintain our cost efficiency, our
procurement department is required to assess potential new suppliers from time to time.
Under our policy for assessing and selecting suppliers, our procurement department is
required to obtain information on potential suppliers by attending exhibitions, obtaining
information online as well as through customer referrals and industry sources, among
other channels. Our procurement department will conduct initial analysis of potential
suppliers in terms of product quality, price, ability to deliver products on time and
technical capabilities. In general, suppliers are categorised into raw materials suppliers
and other suppliers. Raw materials suppliers are required to provide a fee quote and price
comparison, and deliver samples to us. The samples will then be sent to our technology
department or relevant engineers in our quality control department for inspection.
For other suppliers, our selection criteria are generally based on fee quotes and price
comparison. In our assessment, we will request potential suppliers to provide us with
their quality management certificates, and in cases of agencies, quality management
certificates from the original suppliers, and if necessary, third-party evaluation reports on
quality. In respect of corporate compliance, we will request potential suppliers to provide
their business licences or organisation code certificates and tax registration certificates.
If considered necessary or appropriate, we will conduct a physical assessment of our
suppliers’ quality management, production management and packaging processes at
their premises; and

we regularly assess the performance and pricing of our suppliers and maintain up-to-
date records on all selected suppliers.

Credit and warranty terms and payment method

For the procurement of raw materials, our suppliers generally offer us credit for a period of
up to 60 days from the time the goods are received by us. We usually settle our procurement cost by
bank transfer or bank acceptance bills.

OUR CUSTOMERS

Our ITO film customers are primarily domestic touch-screen device manufacturers, whereas
our Smart Light-adjusting Film and Smart Light-adjusting Glass customers are primarily construction
companies and contractors of developers. Our Smart Light-adjust Projection System customers are
primarily construction companies and commercial users.
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We generally manufacture our ITO film, Smart Light-adjusting Products and Smart Light-
adjusting Projection System based on the purchaser orders we receive from our customers. We
also manufacture ITO film in advance for external sales with reference to historical demand. The
following table sets out a summary of our major type of customers by product type and possible

applications within such category:

Type of product Main type of customers
ITO film Touch-screen device manufacturers
Smart Light-adjusting Construction companies and
Film contractors of developers
Smart Light-adjusting Construction companies and
Glass contractors of developers
Smart Light-adjusting Contractors of developers and

Projection System users for commercial advertising and

marketing purpose

Our key customers

Possible applications

Smart Light-adjusting Film,

Smart Light-adjusting Glass,
touch-screen display products

Glass partition, windows of office or

residential building or hotel

Glass partition, windows of office or

residential building or hotel

Outdoor display, exhibition display,
rear-projection home entertainment and
television sets

The following table set out certain information in relation to our top five customers during the

Track Record Period:

For the year ended 31 December 2014

Product
sold to
Customer Principal business customer
1 Customer A Conducts research and ITO film
development, manufacture, and
sales of electricity resistant and
capacitive touch screens
2 Customer B Constructs various projects ranging ~ Smart Light-
from housing, public works, adjusting Glass
disaster control among others
3 Customer C Conducts research and ITO film

development, manufacture and
sales of resistant and capacitive
touch screens
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Location

Shenzhen,
PRC

Sichuan,
PRC

Shenzhen,
PRC

Approximate
years of
relationship as
at the Latest
Practicable
Date

5.8

3.6

59

Approximate
percentage
of our total

revenue (%)

16.1

9.0

7.6
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Customer

4 Customer D

5 Customer E

Customer

1 Customer F

2 Customer G

3 Customer C

4 Customer H

Principal business

Conducts research and
development, manufacture and
sales of professional touch screen
products

Conducts research and
development, manufacture and
sales of PDLC smart film

For the year ended 31 December 2015

Principal business

Processor and distributor of
industry-specific machinery and
glass slicer

Constructing curtain walls engi-
neering, metal doors and windows,
steel structure engineering,
building curtain walls engineering
designs, developing curtain wall
glass, processing metal fittings,
providing sub-contractor service,
and providing curtain wall project
management

As described above

Conducts wholesale and retail of
optoelectronics materials, solar
cells, building decoration materials
and provide use of technological
development and consulting
services for marine renewable
energy

Product
sold to
customer

ITO film

Smart Light-
adjusting Glass

Product
sold to
customer

Smart Light-
adjusting Film
and Smart
Light-adjusting
Projection
System

Smart Light-
adjusting Film

ITO film

Smart Light-
adjusting
Products and
ITO film
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Location

Dongguan,
PRC

Shenzhen,
PRC

Location

Shenzhen,
PRC

Jiangsu,
PRC

Shenzhen,
PRC

Zhuhai,
PRC

Approximate
years of
relationship as
at the Latest
Practicable
Date

52

4.2

Approximate
years of
relationship as
at the Latest
Practicable
Date

2.5

5.9

4.1

Approximate
percentage
of our total

revenue (%)

6.5

4.1

Approximate
percentage
of our total

revenue (%)

8.9

7.8

7.3

4.6
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Customer

5 Customer [

Principal business

Sales and processing of all types
of construction, curtain wall steel;
curtain wall accessories, steel
parts, import of domestic chemical
anchor, high strength bolts and
other materials

For the year ended 31 December 2016

Customer

1 CustomerJ

2 Customer K

3 Customer L

4 Customer C

5 Customer M

Principal business

Development of information
technology, provision of
consultation services and
advertising services

Interior renovation and design and
mainly engaged in the sales of
rubber, plastic and water heating
equipment

Development, sale and engineering
of multi-media system, execution
of cultural project and provision of
marketing solution

As described above

Provides services in relation to
building engineering, curtain
wall engineering, and internal
renovation

Product
sold to
customer

Smart Light-
adjusting
Projection
System

Product
sold to
customer

Smart Light-
adjusting
Projection
System

Smart Light-
adjusting Glass

Smart Light-
adjusting
Projection
System

ITO film/Smart
Light-adjusting
Film

Smart Light-
adjusting Glass

Location

Beijing, PRC

Location

Shanghai,
PRC

Zhuhai,
PRC

Guangzhou,
PRC

Shenzhen,
PRC

Guangzhou,
PRC

Approximate
years of
relationship as
at the Latest
Practicable
Date

1.7

Approximate
years of
relationship as
at the Latest
Practicable
Date

2.4

0.8

59

Approximate
percentage
of our total

revenue (%)

44

Approximate
percentage
of our total

revenue (%)

12.9

6.6

6.2

5.8

44

Customer H, our fourth largest customer in 2015 is also Supplier E, which was our fifth largest
supplier in 2014. The reason for this arrangement was that Customer H/Supplier E is a trading
company and therefore it may act as a buyer and/or a seller of the same material as part of their daily

operations.

In 2015, Customer H sourced ITO film, Smart Light-adjusting Film and Smart Light-adjusting
Glass from us and contributed approximately RMB2.8 million or approximately 4.6% to our total
revenue. In 2014, we sourced ITO Targets, Smart Light-adjusting Film and Smart Light-adjusting
Glass from Supplier E which accounted for approximately RMB1.7 million or approximately 4.7%
to our total purchases. We sourced Smart Light-adjusting Products from Supplier E in 2014 during
the period when we have not fully automated our production process for mass production of relevant

products.
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The following table sets out a breakdown of our gross profit attributable to Customer H over
the Track Record Period:

Year ended 31 December
2014 2015 2016
RMB’000 RMB’000 RMB’000

Revenue 118.2 2,793.6 N/A
Cost of sales 71.0 1,514.3 N/A
Gross profit from Customer H 47.2 1,279.3 N/A

For the years ended 31 December 2014, 2015 and 2016, sales to our five largest customers
amounted to approximately RMB19.4 million, RMB19.9 million, and RMB32.6 million respectively,
representing approximately 43.3%, 33.0%, and 36.0% respectively, of our total revenue, and sales to
our largest customer amounted to approximately RMB7.2 million, RMB5.4 million, and RMB11.7
million respectively, representing approximately 16.1%, 8.9%, and 12.9%, respectively, of our total
revenue.

None of our Directors, their close associates or our Shareholders who, to the best knowledge,
information and belief of our Directors, owned more than 5% of our issued share capital, had any
interest in any of our five largest customers during the Track Record Period and up to the Latest
Practicable Date. Our Directors confirm that each of our five largest customers are Independent Third
Parties.

Geographic location of our customers
During the Track Record Period, the majority of our customers were based in the PRC although
we also have customers based in overseas markets. The following table sets out a breakdown of our

revenue by region for the periods indicated:

Year ended 31 December

Product type 2014 2015 2016
RMB’000 % RMB’000 % RMB’000 %

Domestic

— Mainland China 44,194 98.6 59,987 99.2 89,806 98.8

Overseas (Note) 611 1.4 490 0.8 1,081 1.2

Total 44,805 100.0 60,477 100.0 90,887 100.0

Note:  Primarily relate to revenue from the export of our products to Australia, Peru, Germany and Dubai. The destination of the
exports is based solely on the addresses of the customers as set forth in the sales invoices. Our customers may resell our
products to end-customers located elsewhere.
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SALES AND DISTRIBUTION CHANNELS
Over the Track Record Period, our products were sold to our customers through direct sales
and the entering of distribution agency agreements. The following is a breakdown of our sales

through these sales channels:

Year ended 31 December

2014 2015 2016
RMB 000 % RMB’000 % RMB’000 %
Direct sales 44,320 98.9 59,829 98.9 86,539 95.2
Distribution sales 485 1.1 648 1.1 4,348 4.8
Total 44,805 100.0 60,477 100.0 90,887 100.0

Since 2016, as part of our direct sales, we have also entered into five supply framework
agreements with certain counterparties for the supply of our products. As at 31 December 2016,
we have generated sales of approximately RMB4.9 million pursuant to these supply framework
agreements. These supply framework agreements expired on 31 December 2016 and were not
renewed due to our change in sales and marketing strategy.

Direct sales

Over the Track Record Period, most of our products were sold to our customers by way of
direct sales whereby our customers directly place purchase orders with our sales department. Our
practice is to enter into legally binding written contracts with our customers in respect of their
purchases which are negotiated based on our standard contract for each type of our products.

Furthermore, we may from time to time enter into strategic arrangements or understanding
with various counterparties in relation to the supply of our products to various projects. Such
arrangements and understandings are generally of a cooperative nature but may not be legally binding
although they may provide a framework for the entering into of legally binding sales contracts.

The following are some of the salient terms of our standard sales contracts:

(i)  pricing: the pricing of our products is usually determined by our pricing policy. Please
refer to the paragraph headed “Sales and marketing — Pricing policy” in this section of
this prospectus for further information. We generally do not offer any discounts on our
products although we have adopted and implemented a discount policy on significant
bulk purchases or sales to significant projects whereby all applicable discounts must be
approved by our general manager;
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(i)
(iii)

(iv)

™)

(vi)

delivery: products will be delivered within the periods prescribed in the sales contract;

inspection and acceptance of products: our customers are generally responsible for
inspecting products on delivery; we require our customers to raise objections relating to
product quality within five to seven business days from the date of delivery. Customers
are deemed to have accepted the delivered products if they do not raise objections within
this period;

warranty and product returns: we warrant that our products are free from defects in
materials and workmanship and we will generally arrange replacement of all products
directly produced by us which are found to be defective, irrespective or whether or not
such defect relates to quality issues (as verified by our quality control and technical
departments) and/or which are attributable to our production or other processes prior to
acceptance of the products by our customers. Please kindly refer to the paragraph headed
“Customer management — Product returns policy and warranty” in this section of the
prospectus for further information. The warranty period for our products ranges from
one to five years from the date of delivery;

credit terms: credit terms which we grant to our customers are based on commercial
negotiations and mutual agreement on a case-to-case basis following our assessment
of their background (including known financial position and reputation), credit track
record, length of business relationship with them, future business prospects as well as
contract size of the relevant order. Under our credit policy, customers who have a good
credit track record with us may be granted a 30 to 60 day extension to their previous
credit periods, and customers who may have delayed payment to us once may be
granted the same credit period as before. However, we will not supply any products to
customers if they have missed three or more payments within a year. The credit period
which we offer to our major customers over the Track Record Period ranged from one
to six months while we may require small and new customers to settle payments against
delivery of our products. Our Directors are of the view that our Group’s credit policy is
in line with industry norms; and

payment terms: payment terms relating to customer orders are negotiated on a case-
by-case basis with customers. We typically require the contract sum to be paid to us at
the time of delivery or within a specified period from delivery. In some instances, we
may require the customer to pay a portion of the contract sum as an initial deposit upon
signing of the contract. Payments due to us are usually settled by our customers by way
of bank transfer, bank acceptance bill or cheque.
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Distribution agreements

Over the Track Record Period, we have entered into five distribution agreements with certain
counterparties for the distribution of our Smart Light-adjusting Products and Smart Light-adjusting
Projection System. These agreements were negotiated on a case-to-case basis with our counterparties.
The following are some of the salient terms contained in most of these agreements:

Duration:
Geographic location
for distribution:

Exclusivity:

Rights and obligations
of agent:

Our rights and obligations:

mostly one year to 18 months, but in a few instances up to three

primarily within Mainland China, with exceptions

others may not market similar products in specified geographic
locations set out under the agreement

must possess all relevant licences and approvals for
carrying out distribution activities

must have at least five sales personnel to market products
within prescribed geographic location(s)

may contract sub-agent(s) but will be fully responsible
for its relationship with sub-agent(s)

should cooperate and collaborate with us for the
distribution of certain products

responsible for all losses arising from illegal operations
or breach of agreement

must keep all commercial and technical know-how
strictly confidential

supply of products pursuant to agreed price and supply
schedule pursuant to sales orders

provision of sales and marketing materials and product
samples

provision of product training and attendance at material
exhibitions

ensure fair treatment in mitigating and treating conflicts
among distributors
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Sales and pricing policy:

Obsolete stock arrangements:

Goods return arrangements:

Sales targets:

Payment and credit terms:

Conditions for terminating
and renewing agreement:

. to provide designs, technical and installation support for
participation in major events and projects

. to provide technical support by phone and in person
when necessary

. may not market in our name but may market as our agent
with consent

. fixing the price within a prescribed range (subject to
change with seven days’ prior written notice)

. sales by agent to sub-agents or projects must be marked
up at a prescribed percentage of our supply price

none

products must be in line with product standards and
specifications. Any product defect must be notified to us in
writing and we shall return relevant products free of costs and
shipment fees, if the defect is found to be attributable to our
fault

quarterly and annual sales target must be reached or we are
entitled to terminate the agreement

negotiated on a case-to-case basis based on assessment of
background (including credit history) of the agent. Prepayment
deposit may be required from agent or credit may be granted

. terminable by us following an agent’s failure to perform
certain duties under the agreement

. renewable one month in advance of the expiry date on
the mutual agreement of both parties

Sales to our distributors are recognised as revenues similar to our direct sales, i.e. when
significant risks and rewards of ownership have been transferred. No goods were returned from our
distributors over the Track Record Period.

Our Directors believe that through the entering of such distribution agreements we will be
able to effectively penetrate our target markets through the relevant distribution agents which will
increase our brand awareness in the relevant markets. Our Directors are of the view that the entering
into of such distribution agreements are on normal commercial terms, in the interest of our Group,
and are in line with the industry norms.
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Supply framework agreements

Since 2016, we have entered into five supply framework agreements with certain
counterparties pursuant to which the relevant parties may acquire certain Smart Light-adjusting
Products from Singyes Applicable Materials up to a maximum prescribed amount over the duration
of the agreement. These counterparties may be provided a rebate of up to 5% of the sales amount
upon sales to them have reached certain volume thresholds (calculated as a percentage of the
maximum prescribed amount).

The entering of supply framework agreements with these counterparties were intended to
assist in our sales of our products as they are traders and merchants of, among other products, ITO
film and Smart Light-adjusting Products in the PRC. For the year ended 31 December 2016 and
over the period from 31 December 2016 up to the Latest Practicable Date, we have generated sales
of approximately RMB4.9 million and RMB2.4 million respectively, pursuant to these supply
framework agreements.

The effective discount which we provide to counterparties of supply framework agreements
is in line with our pricing policy to provide bulk discounts based on the volume of orders from a
customer. We treat these counterparties in a similar way as our other customers (and not as our
agents) and our terms of sales in the framework agreements are generally in line with those which we
offer our other customers (other than in respect of the rebate). Revenues generated from sales orders
of these customers would be recognised in the same way as our direct sales. The rebate terms offered
to these counterparties are identical and therefore we do not expect any competition among these
counterparties.

The amounts of sales we generated from the supply framework agreements with these
counterparties were not satisfactory in 2016 and the counterparties (except one) were not able to
reach the target threshold of volume which would entitle them to rebates pursuant to the terms of the
relevant agreements. As such, our Group determined, and the counterparties agreed, not to renew the
supply framework agreements which expired on 31 December 2016 but rather focus more of its sales
and marketing efforts on direct sales. Notwithstanding such change in sales and marketing strategy,
our Group continues to supply products to the relevant counterparties whose purchases continue to
contribute to the revenue of our Group.

Our Directors believe that the entering of supply framework agreements were on normal
commercial terms, in the interest of our Group, and are in line with the industry norms.

MARKETING
Our products are primarily marketed to and sold to customers in the PRC. As at 31 December
2016, our sales department had 38 staff comprising (i) a ITO film sales team; (ii) a Smart Light-

adjusting Products sales team; and (iii) a Smart Light-adjusting Projection System sales team.

Our sales department is mainly responsible for formulating our sales and marketing strategies,
identifying and developing potential customers and servicing existing customers.
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Sales management policy

We have adopted and implemented a sales management policy and system which covers pre-
sales activities as well as during-sales and after-sale management. Under such policy:

(i)  pre-sales activities:

. we gather market information regarding our potential customers and competitors
as well as market intelligence through various means including participation in
industry exhibitions and associations and we will position ourselves accordingly
following analysis of the information gathered

. annual sales plans will be devised and approved by our general manager; such
plans will include monthly sales target as well as details of the composition of the
sales team which will implement the sales plan. Sales plans will be reviewed on
a semi-annual basis and adjusted if necessary taking into account such factors as
market conditions

. product information which has not been previously disclosed will only be released
to the public with the approval of our deputy general manager

. we may arrange meetings with potential new customers to introduce our products
(and provide product samples where appropriate) to gain an understanding of the
needs and business operations of our target customers. We will record details of
these meetings and follow-up with potential customers where appropriate

(ii)  during-sales management activities:

. upon receipt of a customer order, we will assess our ability to satisfy the
customer’s requirements and will immediately inform the customer if it is
anticipated that we will not be able to do so. We will also carry out relevant due
diligence (including obtaining of the customer’s business licence, tax registration
certificates and other licences) as well as arrange the execution of sales contract
with the customer

. following receipt of a sales order, our sales department will prepare a sales
contract for review of the relevant departments. In particular, (i) our technical
department will review requirements relating to technical, quality, materials and
installation perspectives; (ii) our production and procurement departments will
review from logistics and inventory perspectives; and (iii) our quality control
department will review from quality and packaging perspectives. Following the
review, the relevant contract will be finalised and approved by our deputy general
manager
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(iii)

. our sales department will keep track of our production process and product
quality to ensure that they are in line with our customers’ requirements; we will
immediately notify our customer where any issues or problems are identified at
any time over the production process

. our sales department will co-ordinate with our warehouse staff to arrange the most
appropriate and efficient method of product delivery to our customers

after-sales management activities:

Please refer to the paragraph headed “Customer management” in this section of the

prospectus in relation to after-sales and customer satisfaction surveys which we carry out on a
periodic basis for the purpose of collecting feedback from our customers.

Pricing policy

We have adopted and implemented a policy for the determination of pricing of our products.
Under such policy:

@

(i)

(iii)

we determine our prices on a “cost-plus” basis, which takes into account the cost of
raw materials, processing (labour and utilities), and profit estimation based on market
demand, expected market trends, historical sales data and prices of our competitors'
products. As such, our Directors believe that we are generally able to pass on the
procurement costs of raw materials to our customers. In addition to the increase in the
price of our products caused by occasional fluctuations in price of raw materials, we
conduct price review and adjustment on a quarterly basis based on the factors listed
above and general market conditions. Towards the end of each procurement quarter, our
procurement department is required to determine with our suppliers the purchase price
of raw materials for the following quarter, and our price lists offered to our customers
are devised based on such estimations obtained;

our financial department is responsible for performing pricing analyses from a financial
perspective (including carrying out cost and breakeven analysis and profitability
assessments) and reporting their findings and recommendations on pricing to the pricing
policy team;

we closely monitor market prices for our raw materials, and we may change our prices
before the start of a new quarter if we experience fluctuating cost of raw materials to
ensure our prices are in line with our costs. Pricing decisions must be approved by our
pricing policy team comprising our general manager, the deputy general manager of our
sales department and the general manager of the financial department; and
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(iv)

once the price for our products have been determined, our prescribed pricing must be
used when providing price quotation and when entering into sales contracts; discounts
applicable to significant bulk purchases or sales to significant projects may only be given
through compliance with our discount policy and following with the obtaining of approval
from our general manager.

Sales and marketing activities

We mainly rely on our in-house sales teams for the sales and marketing of our products in the
PRC. We have three sales teams, each consisting of eight to ten sales staff.

Our sales teams will promote our products to our customers and potential customers and try
to gain an understanding of their business and operational needs. In order to raise our profile and
awareness of our brand among potential customers:

@

(i)

(iii)

we regularly attend and participate in industry exhibitions in the PRC (including trade
fairs at the China National Convention Centre and Shenzhen Convention and Exhibition
Centre) and host demonstration seminars to promote our brand and showcase our
products to potential customers;

we have engaged advertising, marketing agents and public relations professionals to
devise strategies to promote our products and brand awareness as well as advise on

public relations matters; and

we are involved a number of industry associations which will assist us in gathering
market intelligence and gaining understanding on market access.

- 152 -



BUSINESS

CUSTOMER MANAGEMENT

We are determined to maintain good and stable business relationship with our customers by
ensuring that they are satisfied with our products and are provided with sufficient after-sales support.
We believe that high customer satisfaction is key to our brand and reputation and results in sales
through client referrals. We have adopted and implemented various company policies and procedures
in respect of customer satisfaction and complaint handling, summaries of which we set out below:

Customer satisfaction review and complaints handling policy and procedures

We are keen to receive feedback from our customers as it helps us understand their evolving
needs, which we believe is crucial to our ongoing business and product development. To this end:

(i)  complaint handling procedure: our sales department is responsible for handling
customer complaints. All customer feedback and complaints are recorded in our
customer feedback log.

. Quality related complaints: Where the relevant feedback relate to product quality
issues, the matter (including all relevant details) will be transferred to the quality
control department which will supervise and lead all relevant departments to
analyse the possible cause and identify possible solutions.

The quality control department will examine and test the defective product using
our quality control standards and where a defect is confirmed, a defect report
will be issued to the technical department for assessment. Investigations will be
carried out on the cause of the defect and rectification and preventive measures
will be proposed for implementation to prevent similar incidents from arising in
the future.

Based on the findings from the quality control and technical departments, our
sales department will devise a response to the relevant customer with appropriate
proposal(s) to resolve the matter. Following delivery of the proposal(s) to the
customer (usually involving replacement of relevant defective products), a further
follow-up will then be carried out within next two business days to ensure that
the customer is satisfied. If the customer is not satisfied with the results, the sales
department may devise alternative solutions and where necessary, consult with
senior management.

. Staff related complaints: Where the relevant feedback relates to staff conduct or
attitude or failure to exercise care and diligence, the sales department will seek
to ascertain the facts with the relevant staff as well as obtain and review relevant
documentation, if any. Where the complaint is attributable to the fault of our staff,
the matter may be brought to the human resources department for appropriate
follow-up actions.
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. Contract related complaints: Where the relevant feedback relates to a breach of
contract or agreement or a regulatory breach, the sales department will report the
matter (together with all relevant documentation) to senior management who will
carry out detailed discussions as to appropriate actions to be taken. If necessary,
external legal advisers may be consulted for advice.

(i1)  after-sales survey: our sales department is required to carry out on-site customer visits
at least once every month (to be accompanied by technical engineer(s) in at least two
visits each year) to gain an understanding of their needs and level of satisfaction with
the delivered products, receive their suggestions and comments as well as inform and
update them as to measures adopted or implemented as a result of their suggestions and
recommendations;

(iii)) customer satisfaction survey: our sales department is responsible for formulating and
conducting customer surveys on a periodic basis (at least annually) to obtain customer
feedback. These surveys are used to evaluate our customers’ satisfaction with our service
quality as well as product quality.

All customers feedback received will be analysed and evaluated by our sales department
who would be responsible for preparing a customer satisfaction report summarising the
findings of the survey and which will take into account complaints and feedback that
may have been received over the relevant period. Such a report will be circulated to all
relevant departments and submitted to senior management for evaluation as to whether
any follow-up action(s) needs to be taken.

Product returns policy and warranty

The following table sets out the amount of sales return relating to our delivered products
during the Track Record Period:

Product type Year ended 31 December
2014 2015 2016
RMB 000 RMB’000 RMB 000
ITO film 598.1 206.0 57.8
Smart Light-adjusting Products 26.7 0.0 1.1
Others 1.7 23.5 0.0

We stand behind the quality of all our products and it is important to us that our customers are
satisfied with our products. As such, our products come with a warranty against manufacturing and
quality defects for a period of one to five years depending on the nature of the product.
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During the warranty period, it is generally our policy to arrange replacement of products which
are directly purchased from us which are found to be defective, whether or not such defects relate
to quality issues (as verified by our quality control and technical departments) and/or which are
attributable to our production or other processes which took place prior to acceptance of the products
by our customers. The replacement products are shipped to our customers free of charge either on
a standalone basis, or with the consent of the customers with their future shipments. While it is our
policy not to offer refund repayments, we may provide relevant customers with credits for further
orders in respect of products which are found to be defective.

Where it is found that a defect in a product(s) is not attributable to quality or our production
processes (for example, due to improper handling over the transportation process), we will
nevertheless offer reasonable assistance to our customers as well as devise and implement preventive
measures to prevent similar incidents in the future.

Customer feedback and complaints record

The following table sets out details of customer feedback and complaints received by us over
the Track Record Period, all of which were product related:

Year ended 31 December

Product type 2014 2015 2016
ITO film 10 8 3
Smart Light-adjusting Products 15 11 5
Smart Light-adjusting Projection System N/A 0 0

Our complaints handing procedures were adhered to in dealing with each of the complaints and
all details and rectification measures were adopted by all the relevant departments. For example, in
one of our complaints, our customer reported that fingerprints and stains were discovered in certain
of ITO films delivered. In response, our technical department verified the problem and identified that
it could have been caused by improper handling by production staff over the production process or
by the customer following delivery. To prevent reoccurrence, we determined to strictly enforce and
strengthen our requirement that all our production staff wear gloves at all material times over the
production process. Full details of the incident (including identity, time and place, departments and
staff involved, issues identified and rectification measures taken) were recorded in the complaints
log.

Over the Track Record Period and up to the Latest Practicable Date, all complaints relating to
product related issues were handled and/or settled through replacement of relevant products pursuant
to our production return policy and we have not made any refunds or been subject to any monetary
claims. Our Directors confirm that during the same period, there had not been any material product
returns or recall of products due to quality defaults which had a material adverse effect on our
business and results of operations.
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Handling of overdue balances

We review and monitor overdue balances and receivable balances on an ongoing basis, and our
finance department generates periodic trade and bills receivables ageing reports to alert our senior
management of overdue balances.

Our sales department is required to state clearly on our monthly billing statements to customers
the amount of their total overdue balance, and our customers are subsequently required to confirm
such amount. With a view to reduce overdue balances, our sales team will communicate with our
customers to remind them of amounts payable in advance of payment dates. In connection with
overdue balances, we will take the following measures to pursue settlement:

For balances which are overdue:

(i)  from customers with stable operating conditions, we will remind them to make payment
and such reminder will be made through telephone or electronic means;

(i1))  for more than six months, we will issue a written overdue payment letter to customers in
arrears. Our senior management personnel may also intervene in the matter; and

(iii)) for more than a year, and if the business of the relevant customers are at risk, we may
commence legal proceedings against the relevant customers for the collection of
outstanding amounts.

INVENTORIES

We constantly monitor our inventories, which include raw materials, works-in-progress
and finished products. We strive to maintain optimal inventory levels to meet customer demand
while managing our working capital requirements. As at 31 December 2014, 2015 and 2016,
our inventories were approximately RMB13.6 million, RMB8.6 million and RMB11.9 million
respectively. For the years ended 31 December 2014, 2015 and 2016, our inventory turnover days
were approximately 111.0, 110.9 and 66.8 days, respectively. More information on our inventories
and inventory turnover days during the Track Record Period is set out in the section headed “Financial
information — Inventories™ of this prospectus.

We monitor our inventory levels in accordance with our inventory management policy and
make provisions in accordance with our accounting policy. During the Track Record Period, we did
not make any provision for impairment of our inventories.

Under our inventory policy:
(i)  once we receive any procured raw materials, our procurement department must inspect
its packaging for signs of any damage. Damage which may have been caused during

delivery must be recorded in writing with photos taken as proof for future claims and the
relevant logistics company may be contacted for immediate follow-up action;
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(i1)  once packaging of raw materials received is thoroughly inspected, the relevant shipment
is transferred to our inspection area wherein staff from our procurement department
would check the shipment and record in writing whether the name, model, origin,
amount, accessories and other information relating to the shipment of raw materials
accords with the specifications detailed in the relevant procurement contract;

(iii) once our procurement department has confirmed that the contents of a shipment are
consistent with the relevant procurement contract, the shipment is transferred to
the quality control department for further sampling and inspection from a quality
control perspective. Basic raw materials may bypass inspection by the quality control
department and are inspected directly by staff requesting the order;

(iv) raw materials fulfilling quality control requirements are transferred to our warehouse
staff who would be responsible for registration, recordation as well as arranging
warehousing and storage. Raw materials failing quality control requirements will be
physically segregated and stored separately for further disposal;

(v)  production staff requesting raw materials are required to complete procurement slips
which are approved by supervisory staff to retrieve requisite raw materials and our
warehouse staff would arrange retrieval of raw materials on an “first in first out” basis;

(vi) chemical reagents and industrial gases are stored separately from other materials and
stored out of range of any potential sources of fire, water or electricity; and

(vii) all materials stored as inventory must be clearly labelled and handled with care and
stored in the appropriate environment (in respect of temperature and humidity).

We primarily procure raw materials for ITO films and Smart Light-adjusting Products based on
customer demand, but we generally maintain our inventory of raw materials at levels that we believe
are sufficient for two to three months of production. Our production department is responsible for
making decisions on the procurement of raw materials based on internal production management
plans. Currently, our deputy general manager, who has more than 15 years of relevant experience,
is in charge of our production department. More information of on our inventories and inventory
turnover days during the Track Record Period is set out in the section headed “Financial information
— Inventories” of this prospectus.

RESEARCH AND DEVELOPMENT

We believe our research and development capabilities are important for developing new
products and we therefore devote resources and efforts to continually optimise and enhance the
functionality of our products, our production process and technologies as well as exploring the
possibility of introducing new applications to existing products.
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Qualifications and core focus of our research and development team

To advance our research and development capabilities, we have established a professional
research and development team comprising 14 staff as at 31 December 2016 with relevant
qualifications and experience. All of our research staff have research related qualifications and
possess diploma, bachelor, master and/or doctorate degrees in such fields as material science,
engineering, polymer chemistry, electronics, automation and computer science.

Our research and development team has the following core focuses and responsibilities:

@

(i)

(iii)

(iv)

)

conduct research and development of new materials and products which can be used to
enhance the quality of our existing products;

enhance our production capability relating to ITO film and Smart Light-adjusting Film
through continued research;

explore and improve ways in which our ITO film and Smart Light-adjusting Products
can be applied, fitted and adapted for use by our customers as well as to improve the
ease, flexibility and efficiency of installation;

explore and examine proposals and potentials solutions to challenges through the
integration and application of advanced projection and display technologies, for the
development of our Smart Light-adjusting Projection System; and

cooperate and form alliances with various local and overseas universities, research
institutions as well as high-tech companies with a view to progressing and advancing
existing technologies through the exchange of technical know-how and collaboration.

Research results

Our continuous research and development efforts (which include cooperation with research
institutes and universities in the PRC and abroad) have led to:

@

the development of technologies that improve the performance of our products in
terms of functionality and application, quality, environmental-friendliness and energy
consumption.

For instance, we developed our own PDLC configuration to improve the quality of
our Smart Light-adjusting Film and Smart Light-adjusting Glass and adopted our self-
developed fluorine-containing PDLC formula, coupled with the optical grade flexible
ITO film material, to produce Smart Light-adjusting Film which has more than 95%
haze rate when it is switched off and 76% light transmission rate when it is switched on.
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(i)

(iii)
(iv)

™)

development of certain technological know-how which are patented with intellectual
property offices in the PRC. Please refer to the paragraph headed “Intellectual property”
in this section for further information;

the publication of various articles in published industry-related periodicals;

the recognition as a J#& ¥ 2 =81 #7112 (High-Tech Enterprise of Guangdong
Province*) in 2015 by the Guangdong Provincial Science and Technology Bureau,
Guangdong Provincial Finance Bureau, Guangdong Provincial State Administration of
Taxation, and Guangdong Provincial Local Taxation Bureau;

our operating subsidiary, Singyes Applicable Materials, being commissioned by the
China Building Material Federation (" [# 2 ZE 1 £} 5 €) and other authorities
as a leading drafting party of national and regional industry standards in the PRC for
Smart Light-adjusting Products due to our recognition as a key participant with active
contribution to research and innovation in the industry. In particular, we were a lead
drafting party for the following industry standards:

Level of
Year Project standard Standard

2015 B SO A B IR L 35S (Laminated National standard In the process of drafting
electron photoresist switchable
glass®) (20152253-T-609)

2015 BHOR AT IEHR (Laminated electron  Provincial standard  In the process of drafting
switchable transparent film*)

Our Group has also filed and recorded corporate standards in relation to & &% #4'
i (liquid crystal light-adjusting film*), 5 F& 5 3% 55 (photoresist switchable glass*),
FeEAHE AL (ITO film*), HEEK & B TP ES (laminated electron
light-adjusting glass*) and HZ2#7#% (hollow glass*), with relevant PRC government
authorities.
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(vi)

(vii)

award of various subsidies and grants from the PRC government in acknowledgement
of our research efforts. The following subsidies and grants were granted to us by
the Guangdong Provincial Department of Science and Technology and the Zhuhai
Municipality of the Ministry of Finance of the PRC over the Track Record Period:

Year Project Amount

(in RMB)
2016  Incentive for new high-tech enterprises 600,000
2015 Interest subsidy for promotion of imports 887,600
2015 Special fund for enterprises in the new high-tech 166,300

enterprise cultivation database
2015 Supporting fund for expanding imports 95,100
2013 Industry-university-government research cooperation fund 800,000
developed technologically advanced production equipment, formulas, systems and

process know-how tailored to our production needs. A summary of our key material
research results in recent years is set out below:

Product Our research results
ITO film developed a type of capacitive ITO screen
Smart Light-adjusting Film developed a method for roll-to-roll continuous

processing of Smart Light-adjusting Film

developed a type of self-adhesive Smart Light-
adjusting Film

Smart Light-adjusting Glass developed a double-layered bound Smart Light-
adjusting Glass product

Smart Light-adjusting Projection developed technology to enhance the haze rate

System of Smart Light-adjusting Glass for the use of
projection systems
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Research related expenses

For the years ended 31 December 2014, 2015 and 2016, we have invested approximately
RMB1.6 million, RMB2.0 million and RMB2.2 million on our research and development efforts
respectively (representing approximately 11.8%, 12.7% and 8.2% of our total expenses for the
respective periods). Our research and development expenses mainly consist of trial production
cost of new products at our production facilities, remuneration of our research specialists, costs of
raw materials we use in our laboratory testing and expenditures on purchasing new equipment or
improving existing equipment.

It is our policy to set aside an annual budget for research and development. In order to ensure
research efficiency and to encourage innovation, we have adopted and implemented:

(i)  adetailed policy for managing our use of research and development funds as well as
monitoring progress for each of our projects; and

(i1))  adetailed incentive policy to award our research staff for research related-achievements
(such as for technological or materials breakthroughs and advancements, publication of
research papers and articles or the successful grant of patent applications).

For the information of our future plans on research and development, please refer to the section
headed “Future plans and use of proceeds” of this prospectus.

HONOURS AND AWARDS

We have received honours and awards from various entities in the PRC since the establishment
of our Company in 2010 in recognition of, among other things, our products, management and
overall reputation as a supplier in the PRC. The following table sets forth our awards and honours:

Awards/honours Year awarded Awarding organisation
H% H (i (Managing Unit*) 2012-2015 IR e

Shenzhen Flat Panel Display Industry
Association — Touch panel branch*

Best Supplier 2015 China Hotel Association (! B85 &)
B MR — TGHRE 2015 Wit o = T R LK
BRI — TP R A%e
(Third Major’s Cup of Zhuhai (Zhuhai City Government Third Major’s
— Excellence Awards of the product Cup Industrial Design Competition Committee)

group of [ndustrial Design Competition
— “Smart Light-Adjusting Projection System”)

[EFLRER (Excellent Suppliers®) 2013 sE 3 (1) 4 R /A 7 (Touch-China
Industry (Shenzhen) Company Limited*)
“ITOE B 20126 B RRE 2013 FORERER SRR EEA e
BEEEME (Guangdong Provincial Enterprise
(“ITO film” 2012 Guangdong Provincial Confederation and Guangdong Provincial
Excellent Independent Brand*) Association of Entrepreneurs*)
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MARKET AND COMPETITION

According to the F&S Report, the ranking of Singyes Applicable Materials, our key operating
subsidiary, in the ITO film and Smart Light-adjusting Products markets in the PRC in terms of market
share by revenue for the years ended 31 December 2014 and 2015 were as follows:

Year ended 31 December
2014 2015
ranking ranking
(market share) (market share)

ITO film 9 (2.4%) 8 (2.1%)

Smart Light-adjusting Products
(Smart Light-adjusting Film and
Smart Light-adjusting Glass) 2 (20.1%) 1 (20.4%)

Smart Light-adjusting Projection System N/AM 1(51.2%)
Note: We did not participate in the Smart Light-adjusting Projection System market in the year ended 31 December 2014

According to the F&S Report, we were the leading manufacturer of Smart-Light adjusting
Products and Smart Light-adjusting Projection Systems in terms of market share in the PRC for the
year ended 31 December 2015 and one of the few manufacturers which are fully vertically integrated
in our production with the expertise to manufacture ITO films as well as related downstream
products. We believe that our leading position in the PRC will positively position us to capture
future opportunities arising from the expected continual growth in demand for ITO films and related
downstream products in the PRC.

Competitive landscape
According to the F&S Report:

. the PRC ITO film market is a highly centralized market whereby the top ten
manufacturers accounted for 83.9% of total market share in 2015 and it is expected that
these manufacturers will consolidate or increase their market position going forward.
We principally compete with these domestic ITO film manufacturers and ranked ninth
and eighth in terms of market share for the years ended 31 December 2014 and 2015
respectively

. the Smart Light-adjusting Products market is also a centralized market whereby the top
five manufacturers accounted for approximately 80% of the total market share revenue
in 2015. We principally compete with these domestic Smart Light-adjusting Products
manufacturers and we ranked second and first in terms of market share for the years
ended 31 December 2014 and 2015 respectively
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. in the Smart Light-adjusting Projection System market, we principally compete
with another domestic manufacturer which, along with our Group, accounted for
approximately 84.7% market share by revenue for the year ended 31 December 2015

Barriers of entry

There are high barriers to entry to each of these markets including:

. dominance over core production resources by large-scale manufacturers with strong
financial capabilities

. requirement of substantial capital investment in production facilities

. necessity to devote substantial resources to research and development as well as product
enhancement

. necessity to develop sales teams equipped with substantial technical knowledge

. ability to establish long-term relationship with downstream customers

. ability to engage in mass production to take advantage of economies of scale and lower

average production cost
. sales and marketing capability and network coverage

. for manufacturers of ITO related downstream products, the ability to engage in vertical
integration from upstream activities to achieve production cost control and to establish
long-term relationship with end-users

Please refer to the section headed “Industry overview” for further details regarding our
competitive landscape and barriers of entry to the markets in which we operate and the section
headed “Risk factors — Risks relating to our business — competition in the ITO film and Smart
Light-adjusting Products could materially and adversely affect our financial performance” for further
information regarding relevant risks relating to competition faced by our Group.

INSURANCE

Over the Track Record Period and up to the Latest Practicable Date, Singyes Applicable
Materials has maintained cargo transportation insurance which provides protection against all risks
of physical loss or damage to freight arising from any external causes (subject to exceptions, such
as force majeure events) during shipping and transportation within the PRC. The insurance covers
the declared or actual value of the cargo lost or damaged over the period from the time the cargo
leaves the premises of Singyes Applicable Materials until collection and delivery of the cargo at the
destination. Singyes Applicable Materials has also maintained insurance policies covering risks in
respect of its machinery and equipment. The relevant insurance providers are Independent Third
Parties.
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We have not obtained any insurance which provides for protection against business
interruptions, product liability claims, thief, litigation or proceedings and personal injuries arising
from the use of our products. As confirmed by our PRC legal advisers, we are not required to
maintain these insurance for our business operations under the laws and regulations of the PRC.

Our Directors believe that our Group has taken out sufficient insurance for our operations and
that the coverage of insurance obtained is generally consistent with industry practice and provides
adequate protection for our assets and operations.

During the Track Record Period and up to the Latest Practicable Date, we made two insurance
claims in relation to damage caused to several Smart Light-adjusting Glass panels over the delivery
process. The claimed amounts were not material to our business operations. As we were fully insured
against such losses, we did not suffer any financial loss. Nevertheless, we have taken appropriate
follow-up action with the affected customers (including arranging refunds and replacements) and
have adopted measures (including ensuring clearer labelling of fragile contents on our cargo) to
reduce the incidence of similar events in the future.

Further information in relation to other claims or liabilities not covered by insurance is set out
in the sectioned headed “Risk factors — Our insurance coverage may not completely cover the risks
related to our business and operations” in this prospectus.

EMPLOYEES

As at 31 December 2014, 2015 and 2016, we employed 109, 111 and 113 full-time employees,
respectively. The following table sets out the total number of employees engaged by our Group by
function as at 31 December 2016:

Number of
Function employees % of total
Management 3 2.7%
Production 35 31.0%
Quality control 10 8.8%
Research and development 14 12.4%
Administration 2 1.8%
Sales and marketing 38 33.6%
Finance 5 4.4%
Procurement 2 1.8%
Machinery maintenance 4 3.5%
Total 113 100%

— 164 -



BUSINESS

our uonponpouid
woIsAg uondaforg
Sunsnlpe-1ysry

aur|
uononpoad wjr{

:oEomeMMoMQ oanpou, usuneds LIS pUE SSEID Ausnipe 951 T
Jusunedap ! Honpoid JSLIECSP Sunsnfpe-ysr Hewis pue
JUSWRIND0I ] uonensupy 1eWS wiy OLI
yuswiredop Juounedop
Judunredop [onuos A3o10ouyo9)
(Im (I JuoweseuRw ) Aend syeI)
juaunedap safes juaunedap safes 1oalorg Juounredop safes

|

|

{

{

v

|

|

juounyredap
A3ojouyod}
juowdmbyg

|

IoFeuew [BI0UIT JUBISISSY

10Geuew [eouod Andoq

Joryo Aindog

Io0urdus Jaryo Aindaq

Io0urdus Jaryo Aindaq

juaumIedop jodIEW SLISIOAD)

A\ 4

yuountedop ooueur]

L

IoSeuew [elouan)

A\ 4

JuounIedop YoIeosal s|eLIoe|

>

1039311

<€

:aImonns juswaSeuew pue unrodal no no sjos weiderp uIMO[[0F Y[,

- 165 -



BUSINESS

We enter into labour contracts with each of our employees in accordance with PRC labour law.
As confirmed by our PRC legal adviser, we have not been subject to any penalties in relation to any
violation of PRC labour laws and regulations.

We recruit employees based on the requirements of the relevant positions, the experience and
qualification of the employee and the prevailing market conditions at the relevant time. As at the
Latest Practicable Date, we had not experienced any significant labour shortage, issue or dispute
that had disrupted our operations nor had we experienced any difficulty in recruiting and retaining
experienced and suitably qualified staff. We conduct a yearly review to analyse reasons for employee
turnover (if any) and follow-up suggestions of how to retain employees for senior management’s
consideration.

Our Directors believe that our success depends on our employees’ consistent, reliable and
high-quality work. In order to attract, retain and develop the knowledge, technical skills and quality
of our employees, we place a strong emphasis on providing adequate training to our employees.
Our administration department is required to arrange, manage and assess all our training programs
whilst our deputy general manager is required to review annual training targets as well as our
implementation of training programs. These training programmes will cover important aspects of
our production process including the importance of maintaining high quality standards as well as
operational safety and hygiene in the work environment.

Our Directors believe that we offer our employees competitive remuneration packages. Our
employees are remunerated based on their individual qualifications, job experience and performance
while our sales staff may also receive a sales bonus based on the volume of sales generated through
them. We make contributions for our employees in relation to the mandatory social security funds
including pension, work-related injury insurance, maternity insurance, medical and unemployment
insurance in accordance with applicable laws and regulations of the PRC. We also provide non-
statutory benefits to our staff including technical skills grants, special post allowances, patents-related
thesis writing incentives, wedding gifts, children’s education allowances, festivities allowances and
we also offer shuttle transport, free meals, body checks, training and dormitories for our employees.

INFORMATION SYSTEMS
We believe our information technology systems are important to our daily business operations.
We have successfully implemented enterprise resource planning (ERP) systems to support our

production processes, quality control, inventory, delivery, procurement, sales, costs management,
accounting functions and human resources management.
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INTELLECTUAL PROPERTY

As of the Latest Practicable Date, we have registered 32 patents in the PRC and have five
patent registration applications pending. Of the registered patents (i) 13 are self-developed product/
technology patents, three are self-developed production techniques and/or methods and 16 are other
intellectual property know-how; and (ii) five are directly related and/or involved in the production of
ITO films, six are directly related and/or involved in the production of Smart Light-adjusting Film,
four are related and/or involved in the production of Smart Light-adjusting Glass and the remaining
17 related to other materials, devices and applications.

Such patents relate to proprietary know-how in connection with various materials, processes,
systems and equipment concerning the production of ITO film and Smart Light-adjusting Products
developed by us. In addition, we have registered two trademarks and made two trademark
applications in the PRC and one trademark application in Hong Kong. We are also the registered
owner of one domain name for the website www.syeamt.com. Please refer to the paragraph headed
“Further information about the business of the Group” in Appendix IV to this prospectus for further
information regarding or pending or registered intellectual property rights.

We do not register all of our self-developed production techniques, technology and methods,
new material composition formulas, blue-prints, designs as well as other core intellectual property
know-how with offices in the PRC or elsewhere as we consider that the preservation of secrecy of
such know-how is absolutely crucial to maintaining our competitive advantage and any leakage
of such technical information or data to our competitors may materially and adversely affect our
business. As such, our Directors believe that it would be prudent not to register such specialised or
proprietary know-how with public authorities and/or agency to minimise the risk of leakage. Such
know-how relate to, inter alia, the following:

(i)  the ITO film coating process;
(i1))  formula relating to PDLC composition;

(iii)) process and equipment relating to roll-to-roll production of Smart Light-adjusting Film;
and

(iv) electrode nailing and edge sealing processes used in production of Smart Light-adjusting
Film.
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In order to safeguard such know-how from leaking to our competitors, we have adopted and
implemented the following measures, all of which are strictly enforced:

@

(i)

(iii)

@iv)

)

(vi)

(vii)

all our staff (whether or not they may be exposed to technical know-how in their course
of employment) are bound by our research findings confidentiality policy as well as strict
confidentiality provisions in their employment contract prohibiting them from disclosing
any technical know-how, intellectual property or other valuable information (such
as discreet projects relating to production, research and technology exchange) to any
third party. Where necessary, certain staff who may have access to sensitive know-how
are required to provide further confidentiality undertakings to us. Such confidentiality
provisions and undertakings are strictly enforced and any staff found in breach may
subject them to fines, termination of employment and/or legal proceeding which we may
commence against them (depending on severity of breach);

in respect of particularly sensitive technical know-how (such as a technical formula)
which may be applied towards a particular segment of our production process, the
relevant staff will be imparted with only part of the know-how on a “need-to-know”
basis and no person would have the full know-how. Such segregation makes it extremely
difficult for one or more staff (in breach of their confidentiality obligations or otherwise)
to leak or take advantage of commercially sensitive information in their possession;

all commercially valuable technical know-how (in physical or electronic form or
otherwise) are sufficiently segregated, safeguarded and secured with restricted access
only to senior management level personnel;

where it is necessary in the course of business to disclose confidential information to
counterparties or third parties, the prior approval of the general manager (and where
necessary, Directors) must be obtained;

access to sensitive production facilities are generally restricted to limited authorised
personnel designated to operate relevant facilities;

clearance of designated supervisory staff (and where necessary, senior management) is
required for any photocopying, recording or transmission of technical know-how; and

we have entered into confidentiality agreements with each of our collaborative research
and development partners and we generally do not disclose trade secrets to third parties.

During the Track Record Period and up to the Latest Practicable Date, we had not been subject
to any intellectual property infringement claims which had a material impact on our Group. For
details relating to risk of such claims, please refer to the section headed “Risk factors — We may be
exposed to intellectual property infringement and/or other claims by third parties that, if successful,
could disrupt our business and materially affect our financial condition and results of operations” in
this prospectus.
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ENVIRONMENTAL PROTECTION, HEALTH AND OCCUPATIONAL SAFETY
Environmental protection

We have adopted and implemented an environmental protection policy to ensure responsible
disposal of wastes and to minimise damage and material disruptions to the environment in the
proximity of our production base.

We are required by the relevant environmental agencies of the PRC to comply with the
following requirements and restrictions:

(i)  to ensure that noise pollution caused by our production facilities are in compliance with
prescribed noise pollution thresholds;

(il)) no discharge of any industrial waste or sewage;

(iii) prohibition on the operation, use or disposal of imported electronics solid waste
materials;

(iv) waste from production, scrap and packaging materials must be recycled for use; and

(v)  waste considered by the PRC government to be harmful and dangerous substances must
be disposed of by suitably qualified waste disposal companies with relevant requisite
licences.

Our Directors confirm that our operations have complied with, and will comply with, all the
above requirements and restrictions as well as all applicable PRC environmental laws and regulations
in all material aspects. Our PRC legal advisers have confirmed that we have not been subject to any
penalties or administrative sanctions arising from non-compliance of national or local environmental
laws and regulations and had not been subject to any material environmental claims, lawsuits, or
disciplinary actions during the Track Record Period.

Health and occupational safety

We are required to comply with work safety laws and regulations imposed by the government
authorities in the PRC. We have implemented various occupational health and safety procedures
to maintain a safe work environment, including (i) providing guidance for operational and safety
control procedures to all employees; (ii) adopting protective measures at our production facilities;
(ii1) inspecting our equipment and facilities regularly to identify and eliminate safety hazard; and (iv)
providing regular training to our employees on safety awareness. We have established a work safety
committee to monitor and ensure the effective implementation of our health and safety procedures.
As our business expands, we will continue to regularly review our occupational health and safety
procedures to ensure they comply with industry customary practices and applicable legal standards.
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Taking into account our obligations to comply with Work Injury Insurance Regulations (L.
153 B 1) and Guangdong Province Work Injury Management Regulations (J# ¥ 2 1.5 & #
&4 of the PRC, we have a policy which states that in the event of a reportable work injury (i) our
human resources staff must report the accident and injury to the Zhuhai Human Resources and Social
Insurance Department of the PRC (¥kifg A\ J7 & I Fl 4t & R % )5)) within 24 hours of the relevant
incident; and (ii) a report will be submitted by our human resources staff on behalf of the injured staff
to the relevant governmental department within 30 days. The injured staff is entitled to periodical
payments during his or her temporary incapability to resume work due to the injury. In cases where
the injured person is a temporary staff or is working past retirement age, our human resources staff
must contact the relevant insurance company and follow-up with the matter. However, he or she
will not be entitled to periodical payments during his or her period of absence from work. Work
injuries must be filed and kept on record for two years and we are required to conduct investigations
following the accident.

Over the Track Record Period and up to the Latest Practicable Date (i) we had not encountered
any material unplanned business disruptions due to health and safety issues, nor had we received
any material health and safety related claim from any existing or former employees for any accident
occurred; and (ii) we had complied with applicable laws and regulations in the PRC relating to
health and safety related matters in all material aspects and have implemented robust internal control
policies and procedures to ensure the on-going compliance.

PROPERTIES
Leased properties

As at the Latest Practicable Date, our Company leased one property from the Remaining
Group, with an aggregate gross floor area of approximately 5,740 sq.m.. A summary of the lease
arrangement is set out below:

Gross
Description/ floor area Monthly
No.  location (sq.m.) Lessor rental Existing usage Duration

1. Levels I and 2, 5,740 Singyes Energy-saving ~ RMB86,100  Offices and factories 1 October 2015 to
Factory Building 30 September 2018
No. 7of
Zhuhai Xingye
New Energy and
Industrial Park,

9 Jinzhu Road,
(Gaoxin District
Zhuhai City,
(Guangdong province
of the PRC

2. Level 1 and 2, 5,740 Singyes Energy-saving ~ RMB91,840  Offices and factories 1 October 2018 to
Factory Building 30 September 2021
No. 7of
Zhuhai Xingye
New Energy and
Industrial Park,

9 Jinzhu Road,
Gaoxin District
Zhuhai City,
Guangdong province
of the PRC
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The above property was leased from the lessor who was able to provide valid title certificates.
Our Directors confirm that we are using these leased properties in accordance with the permitted
usages under the relevant lease agreements.

As at 31 December 2016, no single property interest forming part of our Group’s property
activities had a carrying amount of 1% or more and no single property interest forming part of our
Group’s non-property activities had a carrying amount of 15% or more of our total assets. Thus,
this prospectus is exempted from compliance with the requirements of Rules 8.01A and 8.01B of
the GEM Listing Rules and the requirements of section 342(1) of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance in relation to paragraph 34(2) of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, with respect to the inclusion of a
property valuation report in this prospectus.

REGULATORY COMPLIANCE AND LEGAL PROCEEDINGS

We may from time to time become a party to various legal, arbitral or administrative
proceedings arising in the ordinary course of our business. As of the Latest Practicable Date, we were
not a party to, and we are not aware of, any legal, arbitral or administrative proceedings, which, in
our opinion, is likely to have a material and adverse effect on our business, financial conditions or
results of operations.

Save as disclosed in the section headed “Non-compliance” below, our PRC legal advisers
have confirmed that during the Track Record Period and up to the Latest Practicable Date, our
Group has complied with applicable laws and regulations in the PRC in which we operate and that
we had obtained all permits, licenses, qualifications, authorizations and approvals material to our
business operations. In addition, our Directors believe that we have implemented sufficiently robust
internal control policies and procedures to ensure our on-going compliance with applicable laws and
regulations by our Group, our Directors and our senior management.

NON-COMPLIANCE

Our PRC legal advisers have confirmed that our Group has not been involved in any non-
compliance of applicable PRC laws and regulations over the Track Record Period, save as the failure
to make social security and housing contributions to our employees in full compliance of the relevant
PRC laws and regulations, as described below.

Relevant PRC laws and regulations

According to BB HIAL € PR B s 35 B0 B R ERY3E A (the PRC Social Insurance
Law and the Notice on Regulating Social Insurance Payment Basis Related Issues*), our Group is
required to make an employers contribution to employees’ social insurance contribution based on the
employee’s actual total remuneration over a certain period of time.

According to i 5 /A8 4 HiLG ] (the Hosing Provident Fund Management Regulations*)
and BMEEARESE A T ABEMEENTEEE W (the Guidance on the Problems of the
Management of Housing Provident Fund*), we are required to make an employer’s contribution to
employees’ housing contribution based on the employee’s monthly average salary in the last year.
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Event of non-compliance

We have made social security and housing provident fund contributions for our employees on
the basis of not less than the minimum payment bases as required by local competent departments
(being the minimum amount announced by Ek T A J1 &R AL & 1% 5 (Zhuhai Human
Resources and Social Security Bureau*) and BRI i35 A& & & # H.0> (Zhuhai Housing
Provident Fund Management Center*)) rather than on the basis of the payment requirements required
under the relevant PRC laws and regulations described above.

We estimated that the aggregate amount of unpaid social security and housing provident fund
contributions during the Track Record Period was approximately RMB1,150,000.

Over the period of non-compliance, relevant members of senior management includes our
current Directors and senior management as disclosed in the section “Director, senior management
and employees” of this prospectus for further information.

Legal consequence for non-compliance and maximum potential penalty and other financial liabilities

Our PRC legal adviser advised that, (i) the relevant PRC authority may order our Group to pay
the unpaid social security contribution within a prescribed time limit, failing which, for any unpaid
contribution, a late penalty of 0.05% per day of the unpaid amount and a further fine equivalent to
one to three times of the unpaid amount may become payable by our Group; and (ii) the relevant
authority may order our Group to pay the unpaid housing contribution within a prescribed time limit,
failing which, the PRC authorities may seek an enforcement order from the People’s Court.

Reason for non-compliance

As our employees also have responsibility to make their respective share of contribution to
the social security and housing provident fund, their salaries may need to be reduced if contributions
were made to the full extent of the social security and housing provident fund.

No enforcement actions or proceedings to date

In 2014, we made provision of approximately RMB120,000 for such non-compliance whereas
we did not make any provision in 2015 and 2016. The reason for the absence of provision in 2015
and 2016 that the Director believed the risk of being penalised is relatively low.

As at the Latest Practicable Date, our Group has not received any notice of violation of any
relevant social security and housing laws and regulations. Our Group has not received any notice
for payment of administrative penalties from the relevant authority. Moreover, our Group has not
received any notification from the relevant authority ordering us to make unpaid social security or
housing contributions to our employees otherwise.
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Rectification actions taken and/or to be taken

We understand through discussions with the relevant PRC authorities that they will not
normally impose administrative penalties on enterprises in relation to failure to make full social
security and housing provident fund contributions unless there have been any complaints from an
employee. Further, we have obtained the following confirmations:

() REHEREAEESE ML (The Zhuhai Housing Provident Fund Management
Center*) issued a certificate to us dated 2 June 2016 certifying that, during the period
between 1 June 2013 and 30 April 2016, there were no findings of administrative
penalties from relevant authority; and

(1) BRI EVR 4L & PR FE S (The Zhuhai Human Resources and Social Security
Bureau*) also issued a letter dated 8 June 2016 certifying to our Group that, during the
period between 1 June 2013 and 31 May 2016, there were no findings of violation of
labor laws and regulations and there were no records of administrative penalties and
proceedings due to violation of labour laws and regulations.

We have received waiver letters from all relevant employees to the effect that they have agreed
not to pursue our Group in relation to the non-compliance with social security and housing provident
fund requirements under PRC laws and regulations.

To prevent future non-compliance, we have adopted measures set out in the paragraph headed
“Measures implemented to prevent potential non-compliance” below, which will involve, among
others, regular review of our social security and housing provident fund contributions by our audit
committee who will make recommendations if necessary.

Indemnities

Singyes Solar, one of our Controlling Shareholders, has entered into the Deed of Indemnity
to indemnify our Group, in respect of, amongst others, any liability (including all damages, losses,
claims, fines and penalties that may be imposed, charges, fees, costs, interests and expenses (including
all legal costs and expenses) together with all reasonable costs and other liabilities which our
Company and/or any of our Subsidiaries may sustain, suffer, incur or be imposed by any regulatory
authorities or courts) as a result of any violation or non-compliance or alleged non-compliance
by any members of our Group with any applicable laws, rules or regulations of any jurisdiction,
including but the event of non-compliance described above.

Assessment of impact to our Group

Given that (i) the employees have undertaken by way of letters of confirmation not to pursue
our Group’s liabilities, (ii) our Group has not been penalized by RT3 5 A FE 44 B L
(Zhuhai Housing Provident Fund Management Center*) as at the Latest Practicable Date; and (iii)
the Deed of Indemnity has been executed by Singyes Solar, our PRC legal adviser has advised that
the risk of direct penalties to be imposed by relevant authorities on our Group is relatively low in
relation to the aforementioned non-compliance issue.
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Our Directors believe that such non-compliance issue will not cause material loss and impact
on the business and operations of our Group.

Directors’ confirmations

Our Directors have confirmed that, save as disclosed above, we have complied with all relevant
laws and regulations in the jurisdictions in which we operate during the Track Record Period and up
to the Latest Practicable Date.

Measures implemented to prevent potential non-compliance

In order to continuously improve our corporate governance and to prevent incidence of non-
compliance in the future, we intend to adopt or have adopted the following measures:

(@)

(i)

(ii1)

(iv)

™)

we have appointed Octal Capital Limited as our compliance adviser with effect from the
Listing Date to advise on ongoing compliance with GEM Listing Rules issues and other
applicable securities laws and regulations relating to a listed issuer in Hong Kong;

our legal advisers as to Hong Kong laws have provided training to the Directors and the
senior management of our Group on the continuing obligation of a listed company in
Hong Kong and on Directors’ responsibilities and liabilities and will provide appropriate
and adequate training or regular seminars and updates on these topics to the Directors
and senior management from time to time after the Listing;

we have designated our compliance officer, Mr. Sun, and our company secretary, Ms.
Lau Wai Han, to assist our Board to identify, assess and manage the risks associated
with compliance of laws and regulations applicable to our Group. They will report to the
Board on a timely basis in relation to any potential non-compliance incidents identified
by them and, if necessary, consult external professionals for advice;

our Group will retain PRC legal counsel to advise our Group from time to time in
relation to PRC legal and regulatory compliance matters concerning our Group as a
whole;

our senior management and employees will be provided with our updated policies, as
well as adequate training (with assistance with external advisers and consultants where
necessary) and/or updates regarding the legal and regulatory requirements applicable to
the business operations of our Group from time to time;
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(vi) we have established an audit committee comprising three independent non-executive
Directors, namely Mr. Lee Kwok Tung Louis (the chairman of the audit committee), Mr.
Wei Junfung and Ms. Li Ling as part of our measures to improve corporate governance.
For the qualifications and experience of these committee members, please refer to the
section headed “Directors, senior management and employees” in this prospectus. The
primary duties of the audit committee are to provide our Directors with an independent
review of the effectiveness of our financial reporting process, internal control and risk
management system of our Group, to oversee the audit process, to provide advice and
recommendations to the Board on the appointment, reappointment and removal of
external auditors and other duties and responsibilities as assigned by our Directors. We
have prepared written terms of reference in compliance with Rule 5.28 of the GEM
Listing Rules and the Corporate Governance Code and Corporate Governance Report as
set forth in Appendix 15 of the GEM Listing Rules;

(vii) our Group’s audit committee will on a regular basis review the payment of the social
security and housing contributions, and make recommendations regarding the internal
control measures to the Directors where appropriate; and

(viii) our management will design and implement a risk management policy to address various
potential risks identified in relation to its operations. Our risk management policy sets
forth procedures to identify, analyse, categorise, mitigate and monitor various risks. Our
Board is responsible overseeing risk management and assessing and updating its risk
management policy.

We believe that our internal control systems and current procedures are sufficient in terms of
comprehensiveness, practicability and effectiveness.

INTERNAL CONTROLS

Our Board is responsible for establishing our internal control system and reviewing its
effectiveness on a periodic basis. We have established procedures for developing and maintaining
our internal control system, covering areas such as corporate governance, operations, management
and finance. Our Directors believe that our internal control system is sufficient in terms of
comprehensiveness, practicability and effectiveness.

In preparation for the Listing, we have engaged an independent business consulting and
internal audit firm, Ernst & Young (China) Advisory Limited (the “Internal Control Consultant’’)
in January 2015 to conduct an evaluation of our internal control systems and to review, amongst
others, our management of business operations, finance, human resource and IT risks and review and
follow up the effectiveness of our enhanced internal control measures, including over our previous
non-compliance in relation to social security and housing provident fund contributions. The work
performed by the Internal Control Consultant has been completed.
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Based on the Internal Control Consultant’s review and recommendations, our Group has
adopted measures and policies to improve its internal control systems, to prevent future non-
compliance, and to ensure its compliance with the GEM Listing Rules and relevant PRC and Hong
Kong laws. After the Internal Control Consultants performed their follow-up review, they have not
identified any material deficiencies in our internal control system.

Views of our Directors and the Sole Sponsor

Based on the above, our Directors are of the view that our Group has taken reasonable steps
to establish an internal control system and procedures to enhance its control on both working and
management levels and that the above remedial measures and on-going compliance measures are
adequate and effective in preventing similar non-compliance incidents from re-occurring in the
future. Having also considered the view of the Internal Control Consultant, our Directors are satisfied
and the Sole Sponsor concurs that the non-compliance incidents described above did not involve any
dishonesty or any fraudulent act on part of our executive Directors and did not raise any questions
as to the integrity of our Directors, and as such the non-compliance incidents do not have any
material impact on the suitability of our executive Directors to act in such roles in accordance with
the requirements of Rules 5.01 and 5.02 of the GEM Listing Rules or the suitability of our Company
under Rule 11.06 of the GEM Listing Rules, and that executive Directors are competent to manage
our Group’s business in a law abiding manner.

RISK MANAGEMENT

We recognise the need for risk management in our strategic and operational planning, day-to-
day management and decision making process and are committed to managing and minimising risks
by identifying, analysing, evaluating and mitigating risk exposure that may impact the continued
efficiency and effectiveness of our operations or prevent it from achieving its business objectives.

We have established a set of risk management policies and measures to identify, evaluate and
manage risks arising from our operations. The risks which are identified by our Company are broadly
categorised into business risks, compliance risks, operation risks and other risks. All such risks may
arise from time to time in connection with the operations of our Group.

The major features of our risk management policies include the following:

(i)  we have adopted quality control and supervision measures and procedures to ensure
quality products and services are provided to our customers. For further details, please
refer to section headed “Business — Quality control™;

(i) we have established internal workplace safety guidelines and regular training for our
employees to address potential occupational health and safety risks associated with our
working environment. Please refer to the paragraph headed “Health and occupational
safety’” under the section headed “Business — Environmental protection, health and
occupational safety” for details;
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(iii) our human resources department is responsible for monitoring employee compliance
with our internal rules and manuals to ensure that we comply with the relevant
regulatory requirements and applicable laws, so as to reduce our risks; and

(iv) our compliance officer is responsible for facilitating and coordinating our risk
management process.

Further, the risk management process of our Group will involve making assessment of the
consequence and likelihood of risks and the development and/or review of risk management plans for
mitigating such risk and ensuring that our staff and other stakeholders will have access to appropriate
training in the area of risk management.

For more details on risks associated with our Company, please refer to the section headed “Risk
factors” in this prospectus.

Our Directors have confirmed that during the Track Record Period, save as disclosed in this

prospectus, no material operational failure occurred and we believe that our risk management system
is sufficient and effective.
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DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

BOARD OF DIRECTORS

Our Board consists of eight Directors, comprising of four executive Directors, one non-
executive Director and three independent non-executive Directors. The functions and duties of our
Board include, but are not limited to, convening Shareholders’ meetings, reporting the Board’s work
at the Shareholders’ meetings, implementing the resolutions passed at the Shareholders’ meetings,
setting strategic directions for our Group, determining our business plans and investment plans,
formulating our annual budget and final accounts, as well as exercising other powers, functions
and duties as conferred by the Bye-laws of our Company. The following table sets forth certain
information in respect of our Directors.

Relationships
with other
Directors,
supervisors
Date of appointment Date of joining our  Principal responsibilities and senior
Name Age as Director Group management
Executive Directors
Mr. Sun Jinli 53 28 November 2014 17 March 2010 Formulating the overall sales and Nil
(F4e1) marketing strategies and overseeing the
development and operations of our Group
Mr. Zhao Feng 51 10 March 2016 11 May 2015 Responsible for the sales and marketing ~ Nil
(R %) and managing the growth and
development of our Group
Mr. Zhang Chao 44 10 March 2016 11 May 2015 Responsible for the business development Nil
(BRHR) and managing the growth and
development of our Group
Mr. TANG Liwen 50 12 September 2016~ 26 June 2014 Responsible for the overall operations and Nil
AL X) management of our Group
Non-executive Director and Chairman
Mr. Liu Hongwei 53 Appointed as our 16 March 2010 Formulation and execution of our Group’s Nil
(BIALAE) Director on overall business strategies and policies;
28 November 2014, chairman of the nomination committee of
and has been our Company
re-designated as our
non-executive Director
on 23 June 2017
Independent non-executive Directors
Mr. Lee Kwok 49 23 June 2017 23 June 2017 The chairman of the audit committee and a Nil
Tung Louis member of the remuneration committee of
(=R our Company; responsible for providing
independent judgment to our Board
Mr. Wei Junfeng 41 23 June 2017 23 June 2017 The chairman of the remuneration Nil
(B %) committee and a member of the audit
and the nomination committees of our
Company; responsible for providing
independent judgment to our Board
Ms. Li Ling 56 23 June 2017 23 June 2017 A member of the audit, remuneration and ~ Nil

(&) nomination committees of our Company;
responsible for providing independent
judgment to our Board
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Our Group’s core management team comprised three Directors and three senior management
throughout the Track Record Period. Three Directors, namely Mr. Liu, Mr. Sun and Mr. Tang Liwen
have served as directors or senior management of the principal operating subsidiary of our Company
throughout the Track Record Period.

CHAIRMAN AND NON-EXECUTIVE DIRECTOR

Mr. LIU Hongwei (RJ4L4) aged 53, is the founder and the Chairman of our Group. He was
appointed as the Director of our Company on 28 November 2014 and he will be re-designated as our
non-executive Director of our Company with effect from 23 June 2017. He is primarily responsible
for the formulation and execution of our Group’s overall business strategies and policies. Mr. Liu
graduated from i T 25 K2 (Wuhan Industrial University*) with a bachelor’s degree, majoring
in inorganic materials engineering, in July 1986. He joined Zhuhai Singyes Safety Glass Co., Ltd. in
October 1991, served as a general manager of B i 8l 25 % & T2 4[R2 7 (Zhuhai Singyes Curtain
Wall Engineering Co., Ltd.*) from August 1995 to October 2007. He was a director of Singyes HK
from November 2014 to June 2016, and has been a director of Singyes Solar since November 2003.

Mr. Liu is currently the chairman of J#& & Y6 RAEVR R i tEHE{L F 1iT % B & (Guangdong
Photovoltaic Energy System Standardization Technology Committee*), member of the Standing
Committee of the Ninth Session of Zhuhai Municipal People’s Congress, and a honorary fellow at
the United International College of Beijing Normal University-Hong Kong Baptist University.

Mr. Liu is a senior construction material engineer with approximately 21 years experience in
the curtain wall engineering sector and approximately 12 years experience in the photovoltaic power
generation application sector. Mr. Liu has registered patents under his name in the PRC regarding
amorphous silicon photovoltaic building integration and solar power generation system.

Mr. Liu holds directorships in the following members of the Remaining Group: Singyes
Solar; Top Access; Singyes Green Investment (HK) Company Limited; Singyes Engineering (HK)
Company Limited; Sun Treasure Group Corp.; Singyes Green Energy Holdings Limited; Basic Force
Group Limited; Singyes Green Energy Investment Limited; Singyes Green Electricity Investments
Limited; Singyes Green Electricity (II) Investments Limited; Singyes Green Electricity (I1I)
Investments Limited; Zhuhai Singyes Green Building Technology Co., Ltd.; Singyes Renewable
Energy; Zhuhai XinYe Electricity Technology Co., Ltd. and Hunan Singyes Solar Technology Co.,
Ltd..

He is also a director and legal representative of each of Singyes Energy-saving and Tianjin
Singyes Renewable Energy Co., Ltd., which are also members of the Remaining Group.

EXECUTIVE DIRECTORS

Mr. SUN Jinli (#£4:#8) aged 53, is an executive Director, the chief executive officer and
compliance officer of our Company. He is primarily responsible for formulating the overall sales and
marketing strategies and overseeing the development and operations of our Group. He is also the
chairman of the board, the legal representation and a director of Singyes Applicable Materials since
March 2010 and a director of Singyes HK since November 2014.
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Mr. Sun graduated from 7% T 3% K £ (Wuhan Industrial University*) with a bachelor’s
degree in July 1986, majoring in inorganic materials engineering. He served as a manager of the
production department of Vi B 342 2 37 3 /I {7 A PR3 7] (Zhuhai Singyes Safety Glass Co.,
Ltd.*) from September 1989 to August 1995, and subsequently a project manager and deputy general
manager of R B ZE5 15 T A PR/ 7] (Zhuhai Singyes Curtain Wall Engineering Co., Ltd.*)
from August 1995 to October 2007. He has been a director of Singyes Solar since March 2005 and
served as a general manager of Singyes Renewable Energy from October 2007 to March 2011.

Mr. Sun is a level one architect certified by the Construction Department of the PRC, with
approximately 21 years experience in the curtain wall engineering sector and approximately 12
years experience in the photovoltaic power generation sector. He entered the new light-adjusting
material sector in 2009 and has accumulated extensive knowledge of vacuum technology, optical
film technology, thin film deposition technology and roll-to-roll process and technology. He has been
researching the application of magnetron sputtering technology in glass base materials, organic base
materials and metal base materials for years and made a series of achievements in the process and
technological development relating to ITO film, Smart Light-adjusting Film, Smart Light-adjusting
Glass and Smart Light-adjusting Projection System.

Mr. Sun holds directorships in the following members of the Remaining Group: Singyes
Solar; Top Access; Singyes Green Investment (HK) Company Limited; Singyes Engineering (HK)
Company Limited; Sun Treasure Group Corp.; Singyes Green Energy Holdings Limited; Basic
Force Group Limited; Singyes Green Electricity Investments Limited; Singyes Green Electricity (II)
Investments Limited; Singyes Green Electricity (III) Investments Limited; Singyes Energy-saving;
Zhuhai XinYe Electricity Technology Co., Ltd. and Hunan Singyes Solar Technology Co., Ltd..

Mr. Sun was the legal representative of BB M RIRHY A R/ F] (Weihai
Singyes Applicable Materials Technology Co Ltd*) from July 2014 to September 2015, which
was incorporated in the PRC in July 2014 for a new business venture but was shortly thereafter
deregistered in September 2015 due to our Group’s business strategy adjustment which material
business had been carried out by this company since its establishment until it was deregistered
incorporation.

Mr. ZHAO Feng (H§0§), aged 51, is an executive Director of our Company. He is primarily
responsible for sales and marketing and the growth and development of our Group. He is also a
director of Singyes Applicable Materials since May 2015 and Singyes HK since June 2016.

Mr. Zhao graduated from 7% T.254 K £% (Wuhan Industrial University*) with a bachelor’s
degree in July 1987, majoring in inorganic materials engineering. Subsequently he worked at
Hubei Province Shashi Construction Materials Scientific Research Institute as an engineer. He has
successively held positions including manager of the sales department and deputy general manager
of Zhuhai Singyes Green Building Technology Co., Ltd. since December 2002 and served as general
manager of Singyes Renewable Energy from March 2011 to March 2012.

Mr. Zhao is a senior construction material engineer with approximately 14 years experience in

the curtain wall engineering sector, and was appointed as a faculty adviser for electrical engineering
master degree candidates of 7% K £ (Xiangtan University*) in the PRC in October 2012.
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Mr. Zhao holds directorships in Zhuhai Singyes Green Building Technology Co., Ltd. since
October 2004 and Hunan Singyes Green Energy Co., Ltd. since December 2015, which are members
of the Remaining Group.

Mr. Zhao was the legal representative of BfjAEBLZEAR (O R SR A FRA A1 EII 32
A) (Zhuhai Singyes Green Building Technology Co Ltd Shenzhen Branch*) from March 2009
to January 2015, which was established in the PRC in March 2009 for the purpose of business
development of Singyes Solar but which was subsequently deregistered in January 2015 due to
business strategy adjustment.

Mr. ZHANG Chao (5&#), aged 44, is an executive Director of our Company. He is primarily
responsible for business development and the growth and development of our Group. He has also
been a director of Singyes Applicable New Materials since May 2015 and Singyes HK since June
2016.

Mr. Zhang graduated from 7575 W5 F 535 % 2 iy ik T K22 (Qiqihar Railway Transportation
Employee University*) (Note) with a bachelor’s degree in July 1995. From August 1995 to
November 2002, he worked at Heilongjiang Province Heihe City Railway (Group) Company as
technician, manager of the engineering department and deputy director. He has held positions
including manager of the bidding department, manager of the sales department, deputy general
manager and general manager of Zhuhai Singyes Green Building Technology Co., Ltd. since
December 2002.

Mr. Zhang has approximately 14 years experience in the curtain wall engineering sector. He
was certified as a cost engineer in October 2001, obtained the level one architect in January 2006 and
obtained the level one architect certificate in December 2007. He has also obtained a patent under his
name in relation to smart photovoltaic controller hubs.

He holds directorships in Zhuhai Singyes Green Building Technology Co. Ltd. since April
2016 and Hunan Singyes Green Energy Co., Ltd. since December 2015, which are members of the
Remaining Group.

Mr. Zhang was the legal representative of Zhuhai Singyes Green Building Technology Co.,
Ltd. Shandong Branch (BB 3 4% (6 2 SR A RS 7l 1L #4532 7] *) from March 2009 to
December 2011, which was established in the PRC in March 2009 for the purpose of business
development but which was subsequently deregistered in December 2011 due to the business strategy
adjustment.

Note:  Qiqihar Railway Transportation Employee University is not accredited by the Ministry of Education of the PRC.

Mr. TANG Liwen (%232 3X), aged 50, was appointed as an executive Director on
12 September 2016. He is also the general manager of Singyes Applicable Materials and is primarily
responsible for the overall operation and management of our Company since June 2014.

Mr. Tang graduated with a bachelor degree in mechanical specialty from the I i i 4 E2 ¢
(Shanghai Maritime University*) in July 1989. He obtained a postgraduate degree in business
administration from Tsinghua University in October 2001 and is currently reading a doctorate degree
in material science at #7& K£: (Xiangtan University*).
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Mr. Tang was an assistant engineer of the department of translation of A2 5 TS SR M HE 1 b
Wi (Guangzhou Port Machinery Plant*) between July 1989 and February 1991, part of a camera
assembling team at fEREFRIE A PR/ A) (Jianeng Zhuhai Limited*) between March 1991 and
January 2002, and the deputy general manager of Ek i 48 7543 [ (4 5H & T4 BR /A 7] (Zhuhai Special
Economic Zone Stone Electronic Limited*) between February 2002 and December 2004. He was
a general manager and legal representative of ¥ i i If K B R4 A FR /A 7] (Zhuhai Mingtian
Digital Technology Co. Limited*) between January 2005 and February 2010, which was deregistered
in August 2012 after a joint venture partner of the business voluntarily divested and terminated the
joint venture. He was a deputy general manager of 1] g B 3£ K [ G B4 A FR /2 7] (Hunan Singyes
Solar Technologies Limited*) between March 2010 and June 2014.

Mr. Tang is an intermediate engineer who has approximately 25 years experience in the
development of electrical appliances and approximately 14 years experience in technology
management. He has led more than 30 development projects in new products and new materials,
led research which had led to ten technologies being patented under his name including solar
photovoltaic tiles and was awarded W& i Bl iR =45 4% (a third prize in technological
achievement by the Xiangtan Municipal*) in 2013. He also took part in compiling the local standard
for & W& TEEGH B IS " H 7 HEUE (“Electroluminescent Smart Light-adjusting Glass™ in
Guangdong Province*) in 2015.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Independent non-executive Directors

Mr. LEE Kwok Tung Louis (Z=B]#), aged 49, joined our Company and was appointed as
an independent non-executive Director of our Company on 23 June 2017. His appointment as the
chairman of the audit committee and a member of the remuneration committee of our Company will
take effect on the Listing Date.

Mr. Lee has gained over 24 years experience with unlisted groups, listed groups and
professional firms in finance, accounting and auditing since 1993. Prior to joining our Group, he
worked at Deloitte Touche Tohmatsu, an international accounting firm, from December 1993 to June
1999 and his last position held was senior accountant. From October 1999 to May 2003, Mr. Lee
worked at Bright & Shine Corporate Finance Limited and his last position held was director. From
May 2003 to June 2008, Mr. Lee worked at Deloitte Touche Tohmatsu and his last position held was
senior manager. From July 2008 to June 2010, Mr. Lee then served as the vice president of Meadville
Holdings Limited, a company formerly listed on the Main Board of the Stock Exchange and was
privatised and voluntarily delisted in 2010. Mr. Lee has been serving as the financial controller of
Lung Ming Mining Co. Limited since September 2010.

Mr. Lee graduated from Macquarie University, Australia with a bachelor’s degree in
Economics in April 1993. Mr. Lee is a Certified Practicing Accountant of the Certified Practising
Accountants Australia since June 1996 and a Certified Public Accountant of the Hong Kong Institute
of Certified Public Accountants since October 1999.
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Mr. Lee is currently an independent non-executive director of CGN Mining Company Limited
(stock code: 01164), Zhong Ao Home Group Limited (stock code: 01538), Worldgate Global
Logistics Limited (stock code: 08292) and Windmill Group Limited (stock code: 08409), all of which
are companies listed on the Stock Exchange. Mr. Lee was an independent non-executive director of
Winto Group (Holdings) Limited (stock code: 08238), a company listed on the Stock Exchange, for
the period from January 2015 to May 2016.

Mr. WEI Junfeng (B & §), aged 41, joined our Company and was appointed as an
independent non-executive Director of our Company on 23 June 2017. His appointment as the
chairman of the remuneration committee and a member of the audit committee and nomination
committee of our Company will take effect on the Listing Date.

Mr. Wei graduated from Zhejiang University of Finance and Economics in July 1999 with a
bachelor’s degree in taxation. He graduated from the Peking University with a master’s degree in
Economics in July 2002. He later worked in various banking and corporate finance companies, and
was a director at | i Pl 5 & 45 HA R /A F] (Ashe Capital Management Ltd*) from October
2007 to August 2010. From 2010 to date, Mr. Wei has been an executive general manager at |
2EAE R EE AR/ A (Fosun Capital Investment & Management Co., Ltd*). Meanwhile,
he is a director at VU JI| HF 5B B BHE 1A PR/ 7] (Sichuan Zhongguang Lightning Protection
Technologies Co., Ltd*), company supervisor at {8 K Ez 3% £ B /34 R /A 7] (Poten Environment
Group Co., Ltd*) and company supervisor at {5 #k5 M3 A FRZ 7)(Chengxin Green
Integration Co., Ltd.*). Mr. Wei possesses 14 years of experience in merger and acquisitions, listing
regulations, capital operation and capital management.

Ms. LI Ling (Z£#), aged 56, joined our Company and was appointed as an independent
non-executive Director of our Company on 23 June 2017. Her appointment as a member of the
remuneration committee, audit committee, and nomination committee of our Company will take
effect on the Listing Date.

Ms. Li graduated from 7575 M5 @7 4% T2 5¢ (Qiqihar Institute of Light Industry*) with a
bachelor degree in synthetic fibre in July 1983. She then graduated from K T K (Dalian
University of Technology*) with a master degree in engineering in July 1990. She later graduated
from #ERGH T K E (South China University of Technology*) with a doctoral degree in high
molecular material in July 1998. From 1983 to 1987, she worked as a technician in a chemical
research institute in Jixi City in Heilongjiang. From 1990 to 1992, she worked as a lecturer at 7%
RIS HT S T 2622 5% (Qigihar Institute of Light Industry*). From 1992 to 1995, she worked as an
engineer in the Zhongshan branch of H B F} 24 fily % g B(M B 72 B, (China Academy of Science &
Technology Development*). From 1998 to 2002, she was an associate research fellow in biomedical
engineering research institute at B Fg K (Jinan University*). From 2002 to date, she has been a
professor and researcher in the college of science and engineering at Jinan University. She has 23
years of experience in the field of material research and has obtained six technology patents under
her name.
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Disclosure of relationships as required under Rule 17.50(2) of the GEM Listing Rules

Save as disclosed in this prospectus, each of our Directors has confirmed that, having made all
reasonable enquiries (i) there is no other matter concerning their respective appointments that needs
to be brought to the attention of the Shareholders and the Stock Exchange; (ii) he has no interests in
the Shares within the meaning of Part XV of the SFO; (iii) he is independent from, and is not related
to, any other Directors, supervisors members of the senior management, Substantial Shareholders
or Controlling Shareholders; (iv) he does not hold any other position in our Company or any of its
subsidiaries; (v) he does not have any interest in any business which competes or may compete,
directly or indirectly, with us; and (vi) there is no other matter which is required to be disclosed
pursuant to Rule 17.50(2)(h) to (v) of the GEM Listing Rules.

Save as disclosed above, none of our Directors has held any directorship in public companies
the securities of which are listed on any securities market in Hong Kong or overseas in the three years
immediately preceding the date of this prospectus.

SENIOR MANAGEMENT

The following table sets out certain information of members of senior management of our
Group.

Relationships
with other
Directors,
Supervisors
Date of joining our and senior
Name Age Position Group Principal responsibilities management
Senior management
Ms. LIN Jing 42 Deputy executive 29 March 2010 Responsible for product quality and Nil
(FRER) general manager human resources management
Ms. YANG Yang 50 Chief engineer 2 August 2010 Responsible for product development, Nil
(BH) optimization of production flow and
setting of technological
standards
Mr. WU Bing 33 Chief financial 1 December 2015 Responsible for the overall financial Nil
(BL7K) officer management of our Group

Our Group’s core management team also comprised three senior management throughout
the Track Record Period. Ms. Lin Jing, Ms. Yang Yang and Mr. Wu Bing have served as senior
management of the principal operating subsidiary of our Company throughout the Track Record
Period.

Ms. LIN Jing (#£#%), aged 42, has been the deputy executive general manager of Singyes

Applicable Materials since March 2010 and is in charge of product quality and human resources
management of our Company.
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Ms. Lin graduated with a secretarial specialty from the [#7LE{Z% K (Minjiang Vocational
University*) in July 1995 and later obtained a bachelor’s degree in business administration from ¥
YK £ (Shenzhen University) in June 2010. She was the secretary to the general manager, material
control manager and information centre manager of Asia Simulation Control System Engineering
(Zhuhai) Co., Ltd. between July 1995 and April 2001. She was the human resources manager and
assistant to deputy manager of operations of AF Technology Limited between 2001 and 2008. Ms.
Lin has 20 years of experience in business administration.

Ms. YANG Yang (#57£), aged 50, is the chief engineer of Singyes Applicable Materials and
is in charge of product development, optimization of production flow and setting of technological
standards.

She graduated with a bachelor degree in engineering, majoring in materials science and
engineering, from Southeast University in July 1989, completed an internal quality auditor
examination from Shenzhen Conformity Certification Consult in March 1998, and later obtained
a master’s degree in engineering, majoring in computer technology, from Beijing Institute of
Technology in October 2002. She was an engineer and director of technology at ¥ & /e 1 42 i & 1
A FRZ> 7] (Zhuhai Nanke Jicheng Electronic Limited*) between February 2001 and August 2010.
Ms. Yang has approximately 15 years of experience in technology management and has worked at
Singyes Applicable Materials since August 2010 as manager for quality management, manager for
technology, deputy chief engineer and assistant engineer.

Mr. WU Bing(%:7k), aged 33, has been the chief financial officer of our Company since
December 2015, and has overall responsibility for the financial management of our Company.

Mr. Wu obtained his bachelor’s degree in accounting from B /£ (Zhengzhou University™*)
in July 2005. From July 2005 to March 2007, Mr. Wu served as project assistant and project manager,
involved in a number of listed companies’ annual audit, asset evaluation and audit of the state-owned
economic enterprises and other work in Ff A 3E K & 51 fiZ5 %5 fr (Zhuhai Hua Tian Certified Public
Accountants*).

In April 2007, Mr. Wu joined Zhuhai Singyes Green Building Technology Co., Ltd., a
member of the Remaining Group and has served as assistant manager of the accounting department,
responsible for internal oversight and risk control operations. Mr. Wu was qualified as an assistant
accountant and has ten years of experience in risk control and financial management.

Save as disclosed in this prospectus, none of our senior management members has (i) any

directorship in any listed companies in the latest three years; (ii) any family relationship with the
Directors; and (iii) any relationship with the Controlling Shareholders.
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COMPANY SECRETARY

Ms. LAU Wai Han ($1£:4), aged 30, was appointed as our company secretary of our
Company in 23 June 2017 and is responsible for overall company secretarial matters of our Group.
She obtained a Bachelor Degree in Business Administration in Accounting and Finance from
the University of Hong Kong in December 2009. She has over 6 years experience in the areas of
accounting, finance and auditing, and has been a member of The Hong Kong Institute of Certified
Public Accountants since March 2013.

Prior to joining our Group, Ms. Lau worked at Deloitte Touche Tohmatsu from October 2009
to April 2014, with her last position held as a senior associate. She joined our Group in April 2014
in the capacity of a finance manager of our Group. Her responsibilities included handling banking
relationships with banks in Hong Kong; reviewing the management accounts for the subsidiaries of
our Group in Hong Kong, Macau and South East Asian countries and assisting the Investor Relations
Department of our Group to handle investor affairs works.

DIRECTORS’ REMUNERATION

We reimburse our Directors for expenses which are necessarily and reasonably incurred for
providing services to us or executing their functions in relation to our operations. Our executive
Directors are also our employees and receive, in their capacity as our employees, compensation
in the form of salaries and other allowances and benefits in kind. After Listing, our remuneration
committee will review, make recommendation and determine the remuneration package (including
discretionary bonus) of our Directors with reference to remuneration paid by comparable companies,
time commitment and responsibilities of our Directors and the financial performance of our Group.

For the years ended 31 December 2014, 2015 and 2016, the aggregate amount of salaries and
allowances, discretionary bonus and contributions to pension scheme paid to our Directors were nil,
RMB228,000 and RMB77,000, respectively. Such remuneration of our Directors were determined
with reference to remuneration of directors in comparable PRC companies and their experience.

Further details of the terms of the above service agreements are set out in the section headed
“Further Information about our Directors, Substantial Shareholders and experts — Particulars of
Directors’ service contracts and letters of appointment™ in Appendix IV to this prospectus.

NON-COMPETITION

Each of our executive Directors, non-executive Directors and independent non-executive
Directors has confirmed that none of them is engaged in, or interested in any business which, directly
or indirectly, competes or may compete with the business of our Group.

- 186 —



DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

BOARD COMMITTEES
Audit committee

Our Company established an audit committee pursuant to a resolution of our Directors passed
on 23 June 2017 with written terms of reference in compliance with Rules 5.28 and 5.29 of the GEM
Listing Rules. The written terms of reference of the audit committee was adopted in compliance with
paragraph C3.3 and C3.7 of the Corporate Governance Code and Corporate Governance Report as
set out in Appendix 15 of the GEM Listing Rules. The primary duties of our audit committee will be
to review and supervise our financial reporting process, internal control system and risk management
system and to provide advice and recommendations to the Board on the appointment, reappointment
and removal of external auditors.

At present, our audit committee consists of three members who are all independent non-
executive Directors, namely, Mr. Lee Kwok Tung Louis, Mr. Wei Junfeng and Ms. Li Ling, and Mr.
Lee Kwok Tung Louis was appointed as the chairman of our audit committee.

Remuneration committee

Our Company established a remuneration committee pursuant to a resolution of our Directors
passed on 23 June 2017 with written terms of reference in compliance with Rules 5.34 and 5.35 of
the GEM Listing Rules. The written terms of reference of the remuneration committee was adopted
in compliance with paragraph B1.2 of the Corporate Governance Code and Corporate Governance
Report as set out in Appendix 15 of the GEM Listing Rules.

The primary duties of our remuneration committee are, among other things, to make
recommendations to our Board on the overall remuneration policy and structure relating to all
Directors and senior management of our Group; review and approve the management’s remuneration
proposals and benefits; and to ensure none of our Directors determine their own remuneration. The
remuneration of our Directors will be regularly monitored by our remuneration committee to ensure
that the levels of remuneration and compensation is appropriate.

At present, our remuneration committee comprises three members, namely, Mr. Wei Junfeng,
Mr. Lee Kwok Tung Louis and Ms. Li Ling, and Mr. Wei Junfeng was appointed as the chairman of
our remuneration committee.

Nomination committee

Our Company established a nomination committee pursuant to a resolution of our Directors
passed on 23 June 2017 with written terms of reference are in compliance with paragraph A5.2 of the
Code of Corporate Governance Practices as set out in Appendix 15 of the GEM Listing Rules. The
primary function of the nomination committee is to make recommendations to our Board and senior
management regarding appointment of Directors and candidates to fill vacancies on our Board and
senior management team.
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At present, our nomination committee comprises three members, namely, Mr. Liu, Mr. Wei
Junfeng and Ms. Li Ling, and Mr. Liu was appointed as the chairman of our nomination committee.

COMPLIANCE ADVISER

In accordance with Rule 6A.19 of the GEM Listing Rules, we have appointed Octal Capital
Limited as our compliance adviser, pursuant to which Octal Capital Limited shall provide us with
services including providing guidance and advice as to compliance with the requirements of the
GEM Listing Rules and applicable laws, rules, codes and guidelines. Pursuant to Rule 6A.23 of the
GEM Listing Rules, our Company will consult with and seek advice from the compliance adviser on
a timely basis in the following circumstances:

1. before the publication of any regulatory announcement, circular or financial report;

2. where a transaction, which might be a notifiable or connected transaction, is
contemplated including share issues and share repurchases;

3. where we propose to use the proceeds of the Listing in a manner different from that
detailed in this prospectus or where the business activities, developments or results of
our Group deviate from any forecast, estimate, or other information in this prospectus;

4, where the Stock Exchange makes an inquiry of the listed issuer under Rule 17.11 of the
GEM Listing Rules regarding unusual movements in the price of trading volume of our
Shares.

The term of appointment of Octal Capital Limited as our compliance adviser shall commence
on the Listing Date and end on the date on which our Companies complies with Rule 18.03 of the
GEM Listing Rules in respect of the financial results for the second full financial year commencing
after the Listing Date, and such appointment shall be subject to extension by mutual agreement.

Under the terms of the compliance adviser agreement with Octal Capital Limited:

(i)  we have agreed to indemnify Octal Capital Limited for certain actions against it and losses
incurred by it arising out of or in connection with the performance by Octal Capital Limited of
its duties under the agreement; and

(i) we may terminate the appointment of Octal Capital Limited as our compliance adviser only if
its work is of an unacceptable standard as determined under the Listing Rules and the relevant
laws and regulations or if there is a material dispute (which cannot be resolved within 30 days)
over fees payable to it as permitted by Rule 6A.26 of the GEM Listing Rules. Octal Capital
Limited will have the right to resign or terminate its appointment by service of a three-month
notice to us if we materially breach the agreement.
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EMPLOYEES
Overview

As at 31 December 2016, we had a total headcount of 113 full-time employees. None of our
employees are unionised. The relationship and co-operation between our management and employees
have always been good and this is expected to continue. There has not been any incidence of work
stoppages or labour disputes which affected our operations.

We did not experience any significant seasonal fluctuations in the number of employees over
the Track Record Period. The number of our Group’s full-time employees as at the end of each of the

Track Record Period is as follows:

Number of employees

As at As at As at

31 December 31 December 31 December

Department 2014 2015 2016
Production 34 46 35
Quality control 13 13 10
Research and development 9 11 14
Machinery maintenance 8 4 4
Administration 15 4 2
Sales and marketing 22 24 38
Finance 1 2 5
Management 4 4 3
Purchase 3 3 2

Staff training

We believe that our employees are our most important asset. It is our policy to encourage the
development and training of our employees in order to maximise their potential. We firmly believe
that motivating our employees will help align their interests with ours which ultimately benefits our
Group and enables both our employees and our Group to develop concurrently.

We provide training to all our employees to equip them with the relevant technical skills and
knowledge necessary for their respective job functions. Accordingly, the nature of staff training that
we provide varies with the appointment of our staff.

Generally, all our new employees would go through an orientation programme to familiarise
them with our Group’s background, culture, business operations and policies. The in-house
orientation programme includes training specific to each of their designations, employees’ discipline,
safety and environmental awareness, our quality management system, regulations and laws relating
to the operation of our Group.
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Our staff training can be classified into internal training and external training. Internal training
of our staff involves an orientation programme for our new employees, on-the-job training and
internal training sessions. Part of our internal training is conducted on a regular basis for all our
employees while the other part of our internal training is conducted by each of the departments on an
ad-hoc basis for the employees in that department. This usually involves training specific to their job
functions.

In respect of our external training, we invite local as well as foreign industry experts from time
to time to provide training to our staff. Over the Track Record Period, our staff attended external
courses including training management workshops, sales training as well as other senior management
training.

Staff benefits

The remuneration package of our employees includes a basic salary, allowances and bonuses.
The various allowances cover holidays, social security and housing contributions. We make
contributions to all mandatory social security and housing provident funds for our employees.
However, these contributions, which are funded from our internal financial resources, were not in full
compliance with the requirements of the PRC laws and regulations. During the Track Record Period,
our Company had not fully paid social security and housing contributions in compliance of relevant
PRC legal requirements. For details of the non-compliance, please refer to the section “Business —
non-compliance” in this prospectus.
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RELATIONSHIP WITH CONTROLLING SHAREHOLDERS
Background of our Controlling Shareholders

Immediately upon completion of the Share Offer and Capitalisation Issue (assuming the Offer
Size Adjustment Option is not exercised and without taking into account Shares that may be taken
up pursuant to the preferential Offering), Singyes Solar and Top Access will directly or indirectly be
interested in 324,324,325 Shares (representing approximately 67.6% of the entire issued share capital
of our Company) and are hence Controlling Shareholders of our Company. Brief details of Singyes
Solar and Top Access are as follows:

(i)  Singyes Solar is a limited liability company incorporated in Bermuda and its shares
have been listed on the Main Board of the Stock Exchange since 13 January 2009 with
stock code: 00750. Singyes Solar operates primarily in the PRC and is mainly engaged
in business relating to: (i) environmental protection applications, namely the application
of various “green” technology and applications (such as energy-saving curtain walls and
solar thermal collectors and converters) to buildings; and (ii) renewable energy project
and integration applications, such as photovoltaic power stations and solar farms and
water heating systems.

(i1)) Top Access is a limited liability company incorporated in the BVI and is an investment
holding company wholly-owned by Singyes Solar for the purpose of holding Shares of
our Company.

Following the Listing, our Company will remain as a subsidiary of Singyes Solar and
accordingly, Singyes Solar will continue to consolidate the financial results of our Group.

As at the Latest Practicable Date, Singyes Solar is owned as to 36.7% by Strong Eagle (which
is in turn owned as to 53%, 15%, 13%, 10% and 9% by Mr. Liu, Mr. Sun, Mr. Xie Wen, Mr. Xiong
Shi and Mr. Zhou Jianming respectively).

On the basis of the above, each of Mr. Liu, Strong Eagle, Top Access and Singyes Solar are our
Controlling Shareholders.

Alignment of interests

While the interests of Singyes Solar may be different from our Shareholders (for further
details, please refer to the section “Risk factors — Risks relating to the Share Offer — Our
Controlling Shareholder has substantial interests and its interests may not be aligned with the
interests of the other Shareholders™), our Directors believe that the economic alignment in interests
between Singyes Solar and our Group (given the fact that it will be continue to be our indirect parent
company following completion of the Share Offer) will mitigate the risk of that it will act in a way
that may prejudice our Group and accordingly, the interests of our Shareholders.
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INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

The Directors do not expect that there will be any significant transactions between our Group
and our Controlling Shareholders upon or after the Listing. Having considered the following factors,
the Board believes that our Group is capable of carrying on our business independently of our
Controlling Shareholders and their respective associates after the Share Offer:

Clear delineation of business

There is a clear delineation between the core businesses of our Group and that of Singyes Solar
and its subsidiaries (i.e. the Remaining Group). In particular:

(i)  our Group carries out research and development of, and manufactures and sells, ITO
film, Smart Light-adjusting Products and Smart Light-adjusting Projection System while
the Remaining Group is a designer and contractor relating to environmental protection
and renewable energy applications and projects;

(i1))  our Group and the Remaining Group do not have similar addressable markets. Our
Group is a supplier of: (a) ITO and related film for such use as touch screens by
manufacturers of electronic products; (b) Smart Light-adjusting Products for interior
installation and decoration purposes; and (c) Smart Light-adjusting Projection Systems
for home cinemas as well as for advertising and marketing purposes; whereas the
Remaining Group is a system design and integration provider involved in the integration
of photovoltaic and “green” technology into the architectural design of buildings and
structures and the conversion of solar energy into electricity for use by occupants of
buildings for energy-saving purposes;

(iii) our Group and the Remaining Group have very different business strategies and potential
growth trajectories given the distinctiveness of their respective technologies and
corresponding target markets. At present, our Group is continuing to focus its research
and development efforts on the implementation of our ITO film and Smart Light-
adjusting Products technologies to new applications which our Directors believe will
deliver strong future growth to our business and financial results. One such application
is the Smart Light-adjusting Projection System which has favourable properties as
compared with traditional displays for use in home cinemas as well as advertising and
marketing. The Remaining Group, on the other hand, will continue to focus on further
enhancements to their products and applications such as curtain wall framing, fire-proof
curtain walls and applications to “green” buildings; and
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(iv) during the Track Record Period, there was only one overlapping customer between
our Group and the Remaining Group. This customer was mainly engaged in business
relating to real estate development, property management and interior decoration and
which purchased Smart Light-adjusting Films and matching batteries from Singyes
Applicable Materials and steel frame production and installation services from Zhuhai
Singyes Green Building Technology Co., Ltd. over the period. For the financial
year ended 31 December 2014, the sales amount of our Group (excluding tax) to the
overlapping customer was RMB17,162.39 in total; for the financial year ended 31
December 2015, no sales were made to the overlapping customer and for the financial
year ended 31 December 2016, the sales amount (excluding tax) to the overlapping
customer was RMB86,457.26. Since the transaction amounts were very small compared
to our Group’s overall sales revenue, there was no material overlapping of business
between our Group and the Remaining Group. The two groups operate independently in
their respective distinct markets.

Management independence
Although our Controlling Shareholders will retain a controlling interest in our Company upon
completion of the Share Offer, the day-to-day management and operations of the business of our

Group will be the responsibility of the Directors and senior management of our Company.

Upon the Listing, the directorship and management of our Company and Singyes Solar will be
as follows:

Position Directors of our Company  Director of Singyes Solar
Executive Directors e Mr. Sun * Mr. Liu (chairman)
e Zhao Feng *  Mr. Sun (chief executive officer)
e Zhang Chao
» Tang Liwen * Xie Wen
Non-executive Directors  * Mr. Liu (chairman) * LiHong

* Cao Zhirong

Independent * Lee Kwok Tung Louis *  Wang Ching
non-executive Directors ¢ Wei Junfeng * Yick Wing Fat, Simon
* LiLing * Zhong Jishou

Mr. Liu and Mr. Sun are currently the only common directors to the board of Singyes Solar and
our Company.

Mr. Liu is a non-executive Director and is therefore not expected to be directly involved in

the day-to-day management of the business operation of our Company. Rather, he will primarily be
responsible for the formulation and execution of our Group’s overall business strategies and policies.
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On the other hand, our Group has been under the focused management and supervision of
Mr. Sun over the Track Record Period. To avoid conflicts of duties and to ensure that Mr. Sun can
devote sufficient time to the operations of our Group, Mr. Sun will resign as the vice chairman and an
executive director at Singyes Solar prior to the Listing and will resign from all other directorships in
the Remaining Group upon the Listing. Mr. Sun will be responsible for formulating our overall sales
and marketing strategies and overseeing the operations and development of our Group.

Mr. Zhang Chao and Mr. Zhao Feng currently hold directorships in Zhuhai Singyes Green
Building Technology Co. Ltd. and Hunan Singyes Green Energy Co., Ltd., which are members of
the Remaining Group. Mr. Zhao Chao and Mr. Zhao Feng will continue to hold directorships in the
aforementioned companies upon the Listing of our Company.

Mr. Zhang Chao and Mr. Zhao Feng will consider matters to be approved by the Board in
accordance with the Bye-laws of the Company during their directorships. Zhuhai Singyes Green
Building Technology Co. Ltd. is principally engaged in the design, manufacture and installation
of building curtain wall and Hunan Singyes Green Energy Co., Ltd. is principally engaged in the
investment in solar photovoltaic power plants. The above companies do not have competing or
overlapping business with our Group.

The senior management team of our Company comprises three members, namely Ms. Lin Jing,
Ms. Yang Yang and Mr. Wu Bing. None of them held any management roles in the Remaining Group
and had independently carried out supervisory responsibilities of our Group without any interference
or reliance from the Remaining Group over the Track Record Period. They will continue to be
dedicated to the day-to-day management of the business of our Group following the Listing.

Further, our Directors consider that our Board and team of senior management will be able to
function independently as:

(i)  each of our Directors is aware of his or her fiduciary duties as a director which require,
among other things, that he or she acts for the benefit and in the best interests of our
Company and the Shareholders as a whole (and not merely in the interests of Singyes
Solar) and does not allow any conflict between his or her duties as a Director and his or
her personal or other interest;

(i1))  in the event that there is a potential conflict of interest arising out of any transaction to
be entered into between our Group, our Controlling Shareholders and our Directors or
their respective associates, the interested Director(s) shall abstain from voting at the
relevant meeting of our Board in respect of such transaction and shall not be counted in
the quorum;

(iii) the independent non-executive Directors will bring independent judgement to the
decision making process of our Board; and

(iv) the senior management are independent and possess in-depth experience and
understanding of the industry in which our Group is engaged.
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Based on the above factors, our Directors are satisfied that they are able to perform their roles
in our Company independently, and the Directors are of the view that our Company is capable of
managing our business independently from our Controlling Shareholders after the Listing.

Administrative independence

The administrative functions of our Group have been and will be carried out by our
Group without reliance on the support of the Remaining Group. Our Group has a separate senior
management team and separate functional departments including accounting, administration, human
resources and company secretarial departments for its day-to-day management.

Our Directors confirmed that all essential administration and daily operations of our Group
will continue to be independently carried out by our Group without any support or intervention from
Singyes Solar after the separate listing of our Company.

Operational independence
Having considered that:

(i)  the core business of the Remaining Group and our Group, due to their respective natures,
are different businesses which are independently operated in distinct markets;

(i1))  our Group has established its own operational structure comprising individual
departments each with specific areas of responsibilities (including procurement,
production, quality control, sales and marketing, human resources, warehousing and
logistics and finance) and these are entirely separate and independent from those of the
Remaining Group;

(iii) each of our Group and the Remaining Group has its own production lines, sells different
products to customers and has its suppliers and sub-contractors without reliance on each
other;

The Zhuhai Xingye New Energy and Industrial Park consists of four factories, which are
factories nos. 4, 5, 6 and 7. The premises of Singyes Renewable Energy are located at
factory no. 6 and the premises of Singyes Energy-saving are located at factories nos. 4-6.
Our Company’s premises are located at Levels 1 and 2 of Factory Building No. 7 of the
Zhuhai Xingye New Energy and Industrial Park, 9 Jinzhu Road, Gaoxin district, Zhuhai
city, Guangdong province of the PRC, which is not shared with any other member of our
Group.
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(iv) other than the lease of premises and a support service agreement in relation to meal
services which were entered into between our Group and the Remaining Group, we do
not rely on the Remaining Group for any other services. Our Directors believe that the
relevant agreements were entered into on normal commercial terms, an arm’s length
basis, in the ordinary course of business of our Group and do not materially impair
our operational independence from the Remaining Group. The relevant transactions
constitute continuing connected transactions which are fully exempt from the reporting,
annual review, announcement and independent shareholders’ approval requirements
of Chapter 20 of the GEM Listing Rules. Upon the Listing, unless otherwise exempted
by the Stock Exchange, any new connected transactions between our Group and the
Remaining Group, if any, will be carried out in compliance with the provisions of
Chapter 20 of the GEM Listing Rules. Please refer to the section headed “Connected
transactions” in this prospectus for further information;

(v)  we have established a set of internal control procedures to facilitate the effective
operations of our business; and

(vi) all the registered trademarks, designs and other intellectual property necessary or
desirable for our business are registered in the name of our Group,

our Directors consider that our Group’s business operations do not rely on our Controlling
Shareholders and our Group can operate independently from an operational perspective upon Listing.

Financial independence
Financial assistance over the Track Record Period

Over the period from 18 August 2014 to 17 August 2015, Mr. Liu (chairman, executive director
and controlling shareholder of Singyes Solar), Mr. Sun (an executive director of Singyes Solar) and
Zhuhai Singyes Green Building Technology Co., Ltd. have jointly acted as guarantors in respect of a
RMB5.0 million banking facility granted to our Group. All outstanding amounts under this RMB5.0
million banking facility have been fully repaid by our Group, and accordingly, all relevant guarantees
have been irrevocably and unconditionally released.

Prior to the Spin-off, the financial activities of our Group were managed as part of the
Remaining Group. As such, the Remaining Group paid, for and on behalf of our Group, the costs and
expenses for the purchase of certain raw materials and equipment. For the years ended 31 December
2014, 2015 and 2016, the advances from the Remaining Group amounted to approximately RMB18.2
million, RMB33.2 million and RMB6.2 million respectively and all such amounts will be repaid by
our Group prior to the Listing. The ability of our Group to settle all such amounts readily with our
own resources demonstrates the financial independence of our Group from the Remaining Group.
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As at 31 December 2016, an amount of approximately RMB1.0 million was owed to Singyes
Solar mainly due to expenses relating to the Spin-off. This amount will be fully repaid prior to
Listing.

Other than the above, our Group has not received any other financial assistance from the
Remaining Group over the Track Record Period.

Guarantees released prior to Listing

On 13 August 2015, Singyes Solar, as the borrower, entered into a US$100 million transferable
Hong Kong dollar and US dollar term loan facility agreement (“Facility Agreement”) with Hang
Seng Bank Limited and The Hongkong and Shanghai Banking Corporation Limited as mandated
lead arrangers, bookrunners and original lenders and with The Hongkong and Shanghai Banking
Corporation Limited as agent (“Agent”). The principal amount of the loan facility may be increased
in accordance with the terms of the Facility Agreement, and was increased to US$110 million
pursuant to the terms of the agreement. As at the Latest Practicable Date, an amount of US$110
million has been drawn down under the facility.

Each of our Company and Singyes HK, among other subsidiaries of Singyes Solar, was a
guarantor who had agreed to, among other things, guarantee the repayment and other obligations of
Singyes Solar under the Facility Agreement. As at 31 December 2015, the Company and Singyes
HK provided guarantees to banks in connection with loans granted to Singyes Solar aggregating
to USD$110,000,000. Such guarantees were released subsequently in 2016. On 2 November 2016,
the Agent informed Singyes Solar that the Agent has obtained the unconditional consent from all
the lenders to remove our Company and Singyes HK from the list of guarantors under the Facility
Agreement. As such, the guarantee obligations of our Company and Singyes HK in respect of the
Facility Agreement has been effectively released and discharged. As at 31 December 2016, neither
the Group nor the Company had any significant contingent liabilities.

Financial independence from Singyes Solar

Upon Listing, our Group will be financially independent of the Remaining Group. Our Group
has its own accounting and financial department and has established its own financial accounting
system independent of our Controlling Shareholders. Our Group has its own bank account, makes
its own tax registrations and has employed a sufficient number of financial accounting staff.
Accordingly, our Directors consider that our Group is capable of operating independently from its
Controlling Shareholders from a financial perspective upon Listing.

Furthermore, it is expected that the financing needs for the expansion of our Group following
Listing will be satisfied by income generated from its ordinary course of business, the proceeds from
the Listing, and where necessary, from debt and capital raising activities on a stand-alone basis. Our
Directors believe that our Group is capable of obtaining financing from external sources without
reliance on our Controlling Shareholders.

On the basis of the arrangements and reasons described above, our Directors are of the view,

and the Sole Sponsor concurs, that each of the Remaining Group and our Group will be managed and
will operate independently of each other in the interests of their respective shareholders as a whole.
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NON-COMPETITION UNDERTAKINGS

Notwithstanding the above, for the purpose of Listing, Singyes Solar (the “Covenantor”) has
given certain non-competition undertakings in favour of our Company (for itself and each of our
subsidiaries) under the Deed of Non-competition, pursuant to which the Covenantor warrants and
undertakes with our Company, on an irrevocably and unconditional basis, on the following terms
which shall take effect immediately upon the Share Offer becoming unconditional (as specified under
the section headed “Structure and conditions of the Share Offer — Conditions of the Share Offer” of
this prospectus) and end on the occurrence of the earlier of: (a) the date when the Covenantor, with
their close associates, cease to be directly or indirectly interested in 30% or more of the then issued
share capital of the Company, or cease to be deemed as our controlling shareholder (as defined in the
GEM Listing Rules) and do not have power to control the Board; and (b) the time when the Shares
cease to be listed on the Stock Exchange:

(1)  undertaking not to engage in competing business: the Covenantor shall not, and shall
procure each of its close associates (other than our Group) shall not, whether on its
own account or in conjunction with or on behalf of any person, firm or company and
whether directly or indirectly, whether as a shareholder, director, employee, partner,
agent or otherwise (other than being a director or shareholder of our Group or members
of our Group), carry on or be engaged in, directly or indirectly, a business which is,
or be interested or involved or engaged in or acquire or hold any rights or interest or
otherwise involved in (in each case whether as a shareholder, partner, agent or otherwise
and whether for profit, reward or otherwise) any business which competes or may in any
aspect compete directly or indirectly with the business or which is similar to the business
currently and may from time to time be engaged by our Group (including but not limited
to the production and sale and businesses ancillary to any of the foregoing) (“Restricted
Business”);

(i1)  undertaking not to solicit staff etc.:

(a) the Covenantor will not, and will procure its close associates (excluding the
Group) not to, invest or participate in any project or business opportunity that
competes or may compete, directly or indirectly, with the business activities
engaged by the Group from time to time unless pursuant to the provisions
stipulated in the Deed of Non-competition; and

(b) the Covenantor will not, and will procure its close associates (excluding the
Group) not to, offer employment to, enter into a contract for the services of, or
attempt to solicit or seek to entice away from our Group any individual who is a
director, officer, manager or employee of our Group, or procure or facilitate the
making of any such offer or attempt by any other person; and
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(©)

the Covenantor will not, and will procure its close associates (excluding
the Group) not to, without the consent from our Company, make use of any
information pertaining to the business of our Group which may have come to its
knowledge in its capacity as the controlling shareholder for any purposes other
than for the exercise of shareholders’ rights; and

(iii) undertakings in respect of new business opportunity: if the Covenantor and/or any of its
close associates (other than our Group) is offered or becomes aware of any project or
new business opportunity (“New Business Opportunity”) that relates to the Restricted
Business, whether directly or indirectly, it shall:

(a)

(b)

promptly in any event not later than seven days from the date of offer or becoming
aware of the New Business Opportunity notify our Company in writing (“Offer
Notice”) of such opportunity and provide such information as is reasonably
required by our Company in order to enable our Company to come to an informed
assessment of such opportunity; and

use its best endeavours to procure that such opportunity is offered to our Company
on terms no less favourable than the terms on which such opportunity is offered to
it and/or its close associates (other than our Group).

The Covenantor shall only be entitled to pursue the New Business Opportunity if our Group
gives a written notice declining the New Business Opportunity and confirming that the New
Business Opportunity would not constitute competition with the business of our Group, or if
our Group has not sent such written notice to the Covenantor within 30 days (or up to 60 days
if our Group requires further time to assess the New Business Opportunity) from our Group’s
receipt of the Offer Notice.

(iv) general undertakings: the Covenantor shall:

()

(b)

(c)

when required provide our Company and our Directors with all such information
as the independent non-executive Directors may request for its annual review of
the compliance and/or enforcement of the terms of Deed of Non-competition; and

provide after the end of each financial year of our Company with a declaration
made by each of them which shall state whether or not it has during that financial
year complied with all the terms of the Deed of Non-competition, and if not,
particulars of any non-compliance; and

allow our Directors, their respective representatives and the auditors to have
sufficient access to their records and records of their close associates to ensure
their compliance with the terms and conditions under the Deed of Non-
competition.
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The Covenantor has undertaken to the Company that it and its close associates (other than our
Group) will abstain from voting on the shareholder level of the Company and will not be counted in
the quorum if there is any actual or potential conflict of interest in relation to the Restricted Business
and/or, the New Business Opportunity.

To ensure that the terms of the Deed of Non-competition are observed, our independent
non-executive Directors will, based on the information available to them, review on an annual basis
(1) the compliance with and the enforcement of the Deed of Non-competition; and (ii) all the decision
made by our Group in relation to whether to take up any New Business Opportunity.

NON-DISPOSAL UNDERTAKING

Each of our Controlling Shareholders has, severally, undertaken to and covenanted with our
Company that:

(a) at any time during the period commencing on the date by reference to which disclosure
of its/ his shareholding is made in this prospectus and ending on the date which is
six months from the date on which dealings in the Shares first commence on the
Stock Exchange (“First Six-month Period”), it’he will not dispose of, nor enter
into any agreement to dispose of or otherwise create any options, rights, interests or
encumbrances in respect of, any of the Shares owned by it/him in respect of which it/
he is shown by this prospectus to be the beneficial owner or is otherwise interested in
(“Relevant Shares”), other than pursuant to Rule 13.18 of the GEM Listing Rules;

(b) at any time during the period of 30 months commencing on the date on which the First
Six-month Period expires (“Subsequent Period”, together with the First Six-month
Period, the “Restricted Period”), it/he will not dispose of, nor enter into any agreement
to dispose of or otherwise create any options, rights, interests or encumbrances in respect
of, the Relevant Shares, to the extent it/he will cease to be a controlling shareholder (as
defined in the GEM Listing Rules) of the Company, other than any pledge or charge
made in favour of an authorised institutional (as defined in the Banking Ordinance,
Chapter 155 of the Laws of Hong Kong);

(c) it/he will take any such actions necessary to ensure that it/he will not cease to be a
controlling shareholder (as defined in the GEM Listing Rules) of the Company, for
whatever reasons, during the Restricted Period;

(d) ifit/he pledges or charges any Relevant Shares in favour of an authorised institution
(as defined in the Banking Ordinance, Chapter 155 of the Laws of Hong Kong) during
the Restricted Period, it/he shall immediately inform the Company in writing of such
pledge or charge together with the number of Relevant Shares so pledged or charged in
accordance with Rule 13.19(1) of the GEM Listing Rules (as extended to apply to the
entire Restricted Period); and
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(e) at any time following any pledge or charge of Relevant Shares under sub-paragraph (d)
above, if it/he receives indications, either verbal or written, from any pledgee or chargee
of any Relevant Shares that any of the pledged or charged Relevant Shares will be
disposed of, it/he will immediately inform the Company in writing of such indications.

The above non-disposal undertakings by our Controlling Shareholders are beyond the
requirements relating to non-disposals of the Shares under Rule 13.16A of the GEM Listing Rules
and cannot be waived by the Company except with the written consent from the majority of our
independent non-executive Directors and so far as permitted under the GEM Listing Rules.

CORPORATE GOVERNANCE MEASURES

Notwithstanding the above, our Company will adopt the following corporate governance
measures to avoid potential conflict of interests and to safeguard the interests of our Shareholders:

(a) compliance with the GEM Listing Rules, in particular strictly observe any proposed
transactions between us and connected persons and comply with the reporting, annual
review, announcement and independent shareholders’ approval requirements under
Chapter 20 of the GEM Listing Rules where applicable;

(b) appointment of Octal Capital Limited as our Compliance Adviser to advise us on
the compliance matters in respect of the GEM Listing Rules and applicable laws and
regulations;

(c) appointment of three independent non-executive Directors in order to achieve a balanced
composition of executive and non-executive Directors in our Board. Our independent
non-executive Directors will review on the compliance by the Covenantor with the
terms of the Deed of Non-competition and the enforcement thereby by our Company
on an annual basis. We believe our independent non-executive Directors possess the
qualification and integrity and are free of any business or other relationship which may
materially interfere with their exercise of independent judgment and will be able to
protect the interests of our public Shareholders in a fair and impartial manner. Further
details of our independent non-executive Directors are set out in the section headed
“Directors and senior management”;

(d)  our Controlling Shareholders have undertaken and agreed to provide all information as
may be requested by our Group for the annual review by the independent non-executive
Directors of the compliance with and the enforcement of the terms of the Deed of Non-
competition;

(e) our Company will disclose decisions on matters reviewed by our independent non-
executive Directors in relation to the compliance with and the enforcement of the
Deed of Non-competition either through our Company’s annual report or by way of
announcement to the public;
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(f) implementation and maintenance of effective risk management and internal controls
procedures to identify and manage the risks faced by our Group;

(g) setting up of internal audit functions to provide independent and objective assurance and
consulting activity designed to add value and improve our Company’s operations and
to bring a systematic, disciplined approach to evaluate and improve the effectiveness of
risk management, control, and governance processes; and

(h) adoption and implementation of an inside information disclosure policy and a model
code for securities transactions by our Directors for the handling and dissemination of
inside information by our Group.

CONFIRMATION BY OUR DIRECTORS AND SUBSTANTIAL SHAREHOLDERS

None of our Directors, Substantial Shareholder and their respective close associates was, as
at the Latest Practicable Date, interested in any businesses, which compete, or are likely to compete,
directly or indirectly, with our businesses and which would otherwise require disclosure pursuant to
Rule 11.04 of the GEM Listing Rules.
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During the Track Record Period, we have entered into a number of related party transactions,
details of which are set out in the accountants’ report set out in Appendix I to this prospectus. Our
Directors have confirmed that these related party transactions were conducted in the ordinary course
of business and on normal commercial terms. Save as described in this section below, these related
party transactions have discontinued before the Listing.

Our Directors confirm that the following transactions have been entered into by our Group
with parties who are our connected persons and which will continue following the Listing, thereby
constituting continuing connected transactions of our Group under Chapter 20 of the GEM Listing
Rules:

EXEMPTED CONTINUING CONNECTED TRANSACTIONS
(1) Support services agreement

On 30 September 2015, Singyes Applicable Materials, an indirect wholly-owned subsidiary
of our Company, has entered into an agreement (as supplemented by a supplemental agreement
dated 5 May 2017, collectively, the “Support Services Agreement”) with Singyes Energy-saving,
an indirectly wholly-owned subsidiary of Singyes Solar established in the PRC, in respect of the
provision of meal services from 1 October 2015 to 30 September 2018. In the absence of objections
from both parties of the Support Service Agreement, the agreement shall be automatically renewed
for a further three years upon the completion of the original service period.

Under the Support Service Agreement, Singyes Energy-saving agreed to provide meal services
to the employees of Singyes Applicable Materials at the rate of RMB3.0 per breakfast per person
and RMB11.0 per lunch or dinner per person, subject to price adjustments from time to time as may
be agreed by both parties of the Support Services Agreement. Such rates are in line with quotations
obtained from independent meal service providers who provide similar meal services in the nearby
locations in the PRC or the relevant market prices in the ordinary and usual course of business, and
shall be on normal commercial terms to meet the principles of fairness and reasonableness.

As Singyes Solar is our Controlling Shareholder and thus a connected person of our Company,

the transactions under the Support Services Agreement constitute continuing connected transactions
of our Company under the GEM Listing Rules following the Listing.
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Historical figures and annual caps

The following table sets out (i) the historical transaction amounts paid by our Group to Singyes
Energy-saving in respect of the provision of meal services over the Track Record Period; and (ii) the
annual caps under the Support Service Agreement:

Annual caps under

Historical figures the Support Services Agreement

(in RMB) (in RMB)
Year ended 31 December For the year ending 31 December
2014 2015 2016 2017 2018 2019

Transaction amounts/ 401,137 573,397 377,624 750,000 1,100,000 1,250,000

expected transaction (Note) (Note)
amounts
Note:  Amounts up to the date of the Support Services Agreement are not audited as no legally binding agreement was entered

for the provision of meal services prior to 1 October 2015.

The increase in annual caps for the three years ending 31 December 2017, 2018 and 2019
under the Supporting Services Agreement is based on the following considerations:

@

(i)

(iii)

our Group expects that the number of employees (including personnel in production,
quality control, research and development, equipment maintenance, administration,
sales and marketing, finance, management and procurement) will be increased gradually
from 113 by the end of 2016 to 134 by the end of 2017, 172 by the end of 2018 and 188
by the end of 2019 (as part of the implementation of our Group’s business plan), which
will result in an increase in the amount of the meal services required to be provided to
employees;

the fees which will be charged for providing meal services to employees is expected
to be revised in the relevant years, taking into account of the expected increase in cost
for ingredients procurement (including inflation of the price ingredients, transportation
costs as well as other administrative and logistic costs). It is expected that the price of
breakfast would be increased by RMB2.0 to RMB5.0 per set and the prices of lunch
and dinner would be increased by RMB2.0 to RMB13.0 per set from the second half of
2017. It is further expected that the prices of lunch and dinner would be increased by
RMB2.0 to RMB15.0 per set from the second half of 2018 to the whole year of 2019,
while the price of breakfast would be remained unchanged at RMB5.0 per set; and

the monthly amount of working days of our Company’s production personnel is 26 days,
while the monthly amount of working days of other departments’ personnel is 22 days.
According to the Support Services Agreement, each employee can enjoy meal services
up to three times per day. The above annual cap is calculated based on the assumption
that all employees enjoy meal services during all working days. Since employees may
choose to enjoy less than three meal services a day, the actual amount of such services
provided may potentially be lower than the annual cap.
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Our Directors have arrived at the above annual caps after taking into consideration of (i) the
terms of existing Support Services Agreement, (ii) the projected increase of the transaction amounts
as a result of the expected growth in the business of our Group and the expected growth in the
number of employees, and (iii) the projected price increase of the ingredients procurement for food
according to prevailing market prices and inflation of the local economy status.

Our Directors are of the view that the Support Services Agreement has been entered into on
normal commercial terms that are comparable to those offered by Independent Third Parties, on
arm’s length basis, in the ordinary and usual course of business of our Group and that the terms of
the Support Services Agreement are fair and reasonable and in the interests of our Shareholders as a
whole.

GEM Listing Rules implications

As the applicable percentage ratios as defined in Chapter 20 of the GEM Listing Rules
(other than the profits ratio) for the Support Services Agreement are less than 5% and the annual
consideration is less than HK$3,000,000, the Support Services Agreement is fully exempt from
all reporting, annual review, announcement and independent shareholders’ approval (including
independent financial advice) requirements under Chapter 20 of the GEM Listing Rules.

(2) Lease agreements

Singyes Applicable Materials, an indirect wholly-owned subsidiary of our Company, entered
into a lease agreement with Singyes Energy-saving on 29 September 2015 (as supplemented by a
supplemental lease agreement dated 1 March 2016 and a further lease agreement dated 24 April
2017, collectively, the “Lease Agreements”). Prior to the entering of the Lease Agreements (i.e.
before the Spin-off), Singyes Energy-saving provided the premises to our Group free of charge.

Under the terms of the Lease Agreements, Singyes Energy-saving agreed to: (i) lease the
premises located at Tk iff 7 i B [ < BE 5 O 5% Bk 1 L €50 AE U5 2 6 Bl h 798 Mg s — ~ )@
#R4%5 (Levels 1 and 2, Factory Building No.7, Zhuhai Xingye New Energy and Industrial Park,
9 Jinzhu Road, Gaoxin district, Zhuhai city, Guangdong province of the PRC) with a gross floor
area of approximately 5,740 square metres (“Premises”) for the period from 1 October 2015 to 30
September 2018 at the rate of RMB15 per square metre per month, and for the period from 1 October
2018 to 30 September 2021 at the rate of RMB16 per square metre per month; and (ii) provide certain
facilities and amenities at the Premises (including office furniture, elevators, air-conditionings,
furniture, computers and softwares) at no extra costs while water and electricity charges will be
charged based on consumption at the rates specified in the Lease Agreements.
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The current plant of our Company is located next to a freeway entrance which offers
efficient transportation and cargo movement; it is also a newly built factory which is cleaner and
more suitable for workshops requiring clean operations such as ITO manufacturing; in addition, the
facilities meet the needs of our Group’s equipment installation. As The Zhuhai Xingye New Energy
and Industrial Park area is relatively large, some of the plants are comparatively closer to the urban
district, main road, university, business district and public transport station area while the current
plant of our Company is in a comparatively remote area of The Zhuhai Xingye New Energy and
Industrial Park.

In terms of rental comparison, given the above advantages and disadvantages, our Directors
believe that the monthly rental of RMB15 and RMB16 per square metre for the years of 2015 to 2018
and 2018 to 2021 respectively under the Lease Agreements are within the range of market rental rates
charged on properties in its vicinity, which range from approximately RMB14 to RMB19 per month.

As Singyes Solar is our Controlling Shareholder and a connected person of our Company
under the GEM Listing Rules, the transactions under the Lease Agreements constitute continuing
connected transaction of our Company under the GEM Listing Rules following the Listing.
Historical figures and annual caps

The following table sets out (i) the historical transaction amounts paid by our Group to Singyes
Energy-saving in respect of the lease of the over the Track Record Period; and (ii) the annual caps

under the Lease Agreements:

Annual caps under

Historical figures the Support Services Agreements
(in RMB) (in RMB)
Year ended 31 December For the year ending 31 December
2014 2015 2016 2017 2018 2019
Transaction amounts/ N/A 258,300 1,033,200 1,033,200 1,050,420 1,102,080
expected transaction (since
amounts 1 October)

The actual amount of Lease Agreement for the year ended 31 December 2016 as of
RMB1,033,200 is a figure with value-added tax inclusive.

The increase in annual caps for the two years ending 31 December 2018 and 2019 is based
on the revised monthly rental rate of RMB16 per square metre with effect from 1 October 2018
according to lease agreement dated on 24 April 2017. The revised monthly rental rate is based
on the foreseeable inflation of price level in the area in order to cover the daily maintenance and
management cost of server room and office equipment.

Our Directors have arrived at the above annual caps after taking into consideration of the terms
and conditions of the existing Lease Agreements.
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Our Directors are of the view that the Lease Agreements have been entered into on normal
commercial terms that are comparable to those offered by Independent Third Parties, on arm’s length
basis, in the ordinary and usual course of business of our Group and that the terms of the Lease
Agreement are fair and reasonable and in the interests of our Shareholders as a whole.

GEM Listing Rules implications

As the applicable percentage ratios as defined in Chapter 20 of the GEM Listing Rules (other
than the profits ratio) for the Lease Agreement are less than 5% and the annual consideration is
less than HK$3,000,000, the Lease Agreement is fully exempt from all reporting, annual review,
announcement and independent shareholders’ approval (including independent financial advice)
requirements under Chapter 20 of the GEM Listing Rules.
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SUBSTANTIAL SHAREHOLDERS

So far as our Directors are aware, immediately following completion of the Share Offer and
Capitalisation Issue (assuming that the Offer Size Adjustment Option is not exercised and without
taking into account of any Shares that may be taken up pursuant to the Preferential Offering),
the following persons will have an interest or short position in the Shares and the underlying
Shares which are required to be disclosed to our Company and the Stock Exchange pursuant to
the provisions of Divisions 2 and 3 of Part XV of the SFO, or who will be, directly or indirectly,
interested in 10% or more of the nominal value of any class of share capital carrying the rights to
vote in all circumstances at the general meetings of members of our Group and are therefore regarded
as substantial shareholders under the GEM Listing Rules:

Approximate

Number of percentage of

Shares held/ shareholdings

interested immediately

immediately following

following the completion of the

Name of Capitalisation Capitalisation

shareholder Nature of interest Issue and Share Offer Issue and Share Offer

Top Access Beneficial owner 324,324,325 67.6%
(long position)

Singyes Solar Interest in a controlled 324,324,325 67.6%
corporation (Note 1) (long position)

Strong Eagle Interest in a controlled 324,324,325 67.6%
corporation (Note 2) (long position)

Mr. Liu Interest in a controlled 324,324,325 67.6%
corporation (Note 3) (long position)

Notes:
1. The entire issued share capital of Top Access is legally and beneficially owned by Singyes Solar, who is deemed to be
interested in the Shares held by Top Access under Part XV of the SFO.
2. Strong Eagle is a limited liability company incorporated in the BVI and is the legal and beneficial owner of 305,858,750

shares of Singyes Solar, representing approximately 36.7% of the issued share capital in Singyes Solar. Strong Eagle is
deemed to be interested in the Shares to which Singyes Solar is interested in (through its shareholding in Top Access)
pursuant to Part XV of the SFO.

3. Strong Eagle is legally and beneficially owned by Mr. Liu, Mr. Sun, Mr. Xie Wen, Mr. Xiong Shi and Mr. Zhou Jianming

as to 53%, 15%, 13%, 10% and 9% respectively. Mr. Liu is deemed to be interested in the Shares to which Strong Eagle is
interested in (through its shareholding in Singyes Solar) pursuant to Part XV of the SFO.
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Save as disclosed above, our Directors are not aware of any other persons who will,
immediately following completion of the Capitalisation Issue and the Share Offer (assuming that
the Offer Size Adjustment Option is not exercised and without taking into account of any Shares
that may be taken up pursuant to the Preferential Offering), have interests or short positions in the
Shares or underlying Shares which would be required to be disclosed to our Company and the Stock
Exchange under the provision of Division 2 and 3 of Part XV of the SFO, or who will be directly or
indirectly, interested in 10% or more of the nominal value of any class of share carrying rights to vote
in all circumstances at general meetings of any other member of our Group.
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SHARE CAPITAL

The following is a description of the authorised and issued share capital of our Company
immediately before and following the completion of the Capitalisation Issue and the Share Offer:

Authorised share capital Nominal value
(USS)
10,000,000,000  Shares of par value US$0.01 each 100,000,000

Shares issued and to be issued, fully paid or credited as fully paid
(without taking into account Shares that may be issued upon
exercise of the Offer Size Adjustment Option):

11,100  Shares in issue as at the date of this prospectus 111

359,988,900  Share to be issued pursuant to the Capitalisation Issue 3,599,889
(Note)

120,000,000  Shares to be issued under the Share Offer 1,200,000

480,000,000 Total 4,800,000

Shares issued and to be issued, fully paid or credited as fully paid
(assuming full exercise of the Offer Size Adjustment Option):

18,000,000  Shares to be issued upon full exercise of 180,000
the Offer Size Adjustment Option

498,000,000 Total 4,980,000

Note:  Pursuant to the resolutions passed by our Shareholders on 23 June 2017, our Directors were authorised to capitalise an
aggregate amount of US$3,599,889 standing to the credit of the share premium of our Company and to appropriate such
amount as capital to pay up in full at par 359,988,900 Shares for allotment and issue to the persons whose names appear
on the register of members of our Company at the close of business on 23 June 2017, in proportion to their then existing
shareholdings in our Company, each ranking pari passu in all respects with the then existing issued Shares.

Assumptions

The above table assumes that the Share Offer and the Capitalisation Issue have become
unconditional and the issue of Shares pursuant to the Share Offer and the Capitalisation Issue have
been made. The table takes no account of any Shares which may be allotted and issued, or repurchased
by our Company under the general mandates for the allotment and issue or repurchase of Shares
granted to Directors as referred to below or otherwise.
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Minimum public float

Pursuant to Rule 11.23(7) of the GEM Listing Rules, at the time of the Listing and at all times
thereafter, our Company must maintain the “minimum prescribed percentage” of 25% of the total
issued share capital of our Company at the hands of the public (as defined in the GEM Listing Rules).
The 120,000,000 Offer Shares represent 25% of the issued share capital of our Company upon
Listing.

Ranking

The Offer Shares will carry the same rights in all respects with all the Shares now in issue or
to be issued as mentioned in this prospectus and, in particular, will qualify in full for all dividends
and other distributions declared, made or paid on the Shares in respect of a record date which falls
after the date of this prospectus (and for the avoidance of doubt, other than the entitlements under the
Capitalisation Issue).

GENERAL MANDATE TO ISSUE NEW SHARES

Conditional on the fulfilment or waiver (as applicable) of the conditions set out in the section
headed “Structure and conditions of the Share Offer — Conditions of the Share Offer” of this
prospectus, our Directors have been granted a general unconditional mandate to allot, issue and
deal with Shares or such securities convertible into Shares, and to make or grant offers, agreements
or options which might require such Shares to be allotted and issued or agreed conditionally to be
allotted and issued in the share capital of our Company with a total nominal value of not more than
the sum of:

(1)  20% of the total nominal amount of the issued share capital of our Company in issue
immediately following the completion of the Share Offer and the Capitalisation
Issue (excluding any Shares which may be issued upon the exercise of the Offer Size
Adjustment Option); and

(2) the total nominal amount of our share capital repurchased by our Company (if any)
pursuant to the general mandate to repurchase Shares granted to our Directors as referred
to below.

This general mandate does not apply to situations where our Directors allot, issue or deal
with Shares by way of rights issue, script dividend schemes or similar arrangements providing for
the allotment and issue of Shares in lieu of whole or part of a dividend in accordance with the Bye-
laws or pursuant to the grant of options under such share option scheme as may be adopted by our
Company from time to time or other similar arrangements or pursuant to the Share Offer, or pursuant
to the exercise of any subscription or conversion rights attaching to any warrants or any securities
which are convertible into Shares or in issue prior to the date of the passing of the relevant resolution.
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This general mandate will expire at the earliest of:
(a)  the conclusion of our Company’s next annual general meeting;

(b) the expiration of the period within which our Company is required by the Bye-laws or
any other applicable laws to hold its next annual general meeting; and

(c) at the time when such mandate is revoked or varied by an ordinary resolution of the
shareholders in general meeting.

For further details of this general mandate, see the paragraph headed “Written resolutions of
our Shareholders passed on 23 June 2017 in the section headed “Further information about our
Company” in “Appendix IV — Statutory and general information” of this prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Conditional on the fulfilment or waiver (as applicable) of the conditions set out in the section
headed “Structure and conditions of the Share Offer — Conditions of the Share Offer” of this
prospectus, our Directors have been granted the repurchase mandate, which is a general mandate
to repurchase Shares with a total nominal value of not more than 10% of the aggregate of the total
nominal amount of the share capital of our Company in issue immediately following completion of
the Share Offer and the Capitalisation Issue (excluding any Shares which may be issued upon the
exercise of the Offer Size Adjustment Option).

This general mandate only relates to repurchase made on GEM, or any other stock exchange
on which the Shares are listed (and which is recognised by the SFC and the Stock Exchange for this
purpose), and which is in accordance with the GEM Listing Rules. Further information required by
the Stock Exchange to be included in this prospectus regarding the repurchase of Shares is set out
in the paragraph headed “Repurchase of Shares by our Company” in the section headed “Further
information about our Company” in Appendix IV to this prospectus.

This general mandate will expire at the earliest of:
(a)  the conclusion of our Company’s next annual general meeting;

(b)  at the expiration of the period within which our Company’s next annual general meeting
is required by the Bye-laws or any other applicable laws to be held; and

(c) atthe time when such mandate is revoked or varied by an ordinary resolution of our
shareholders in general meeting.

For further details of this general mandate, see the paragraph headed “Further information
about our Company” in “Appendix IV — Statutory and general information” of this prospectus.
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NO SHARE OPTION SCHEME
As at the Latest Practicable Date, our Company has not adopted any share option scheme.

CIRCUMSTANCES UNDER WHICH GENERAL MEETING AND CLASS MEETING ARE
REQUIRED

The method and procedures for holding of general meeting or class meeting of our Company
and the circumstances under which such meetings are required are prescribed under and set out in
the Bye-laws, which is summarised in the section “Summary of constitution of our Company and the
Bermuda Company Law” in Appendix III to this prospectus
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You should read the following discussion and analysis together with the audited consolidated
financial statements of our Group and the notes thereto as of and for the years ended 31 December
2014, 2015 and 2016, included in the accountants’report set out in Appendix I to this prospectus.
The accountants’report has been prepared in accordance with International Financial Reporting
Standards, which may differ in material respects from generally accepted accounting principles in
other jurisdictions.

The following discussion and analysis contains certain forward-looking statements that
involve risks and uncertainties. These statements are based on assumptions and analysis made
by us in light of our experience and perception of historical trends, current conditions and
expected future developments, as well as other factors which we believe are appropriate under
the circumstances. However, our actual results may differ significantly from those projected in the
forward-looking statements. Factors that may cause future results to differ materially from those
set forth in the forward-looking statements including, but not limited to, those discussed elsewhere
in this prospectus in “Risk factors” and “Forward-looking Statement” sections of this prospectus.

Any discrepancies in any table or elsewhere in this prospectus between totals and sums of
amounts listed herein are due to rounding.

Unless the context otherwise requires, financial information described in this section is
described on a consolidated basis.

OVERVIEW

Our Group carries out research and development, manufactures and sells ITO film and Smart
Light-adjusting Film, Smart Light-adjusting Glass and Smart Light-adjusting Projection System.
According to the F&S Report, we are one of the few integrated manufacturers in the PRC which
produces and sells ITO film as well as a range of related downstream products. While our market
share in the PRC ITO film market in terms of revenues is relatively small (with approximately
2.1% of the market share by revenue for the year ended 31 December 2015), we were the leading
manufacturer of Smart Light-adjusting Products and Smart Light-adjusting Projection Systems in the
PRC, with a market share of approximately 20.4% and 51.2% in the respective markets by revenue in
the year ended 31 December 2015.

We carry out the entire production process of our products at our production facilities situated
at the Levels 1 and 2 of Factory Building No. 7 of Zhuhai Xingye New Energy and Industrial Park, 9
Jinzhu Road, Gaoxin district, Zhuhai city, Guandong province of the PRC. Our production facilities
comprise offices and factories with a gross floor area of approximately 5,740 sq.m..

At present, we sell our products primarily to the domestic PRC market through direct sales
and distribution agents while we have also commenced exporting our products to overseas markets.
One of our business strategies is to expand our presence in various targeted overseas markets through
various means (including engagement of sales agents and distributors, participation in industry
exhibitions as well as promotion through online trading platforms).
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We have built a strong customer base in China that includes (i) touch-screen device
manufacturers in respect of ITO film products; (ii) construction companies and building contractors
of developers in respect of Smart Light-adjusting Products; and (iii) construction companies and
users for commercial (including advertising and marketing) purposes in respect of Smart Light-
adjusting Projection System.

As we continue to exert resources and efforts on, without limitation, (i) the research and
development of new materials and products; (ii) the enhancement of existing products and
production processes (including bringing about full automation of some of our key processes); and
(ii1) the exploration and development of various applications of our existing technologies to Smart
Light-adjusting Products, we will also increase our sales and marketing efforts for the distribution
of our new and/or enhanced products which we believe will bring about growth to our business
and financial results. In 2016, we have commenced the sale and/or entered into agreements for
the supply of our Smart Light-adjusting Projection Systems to customers for both domestic and
commercial advertisement and marketing uses and have commenced the provision of related design
and engineering solutions. Our Directors believe that going forward such sales may generate material
growth to our business, subject to public acceptance.

As one of the leading enterprises in the PRC in terms of the development of Smart Light-
adjusting Products and Smart Light-adjusting Projection Systems, we have participated as a leading
drafting party of national and regional industry standards in the PRC for Smart Light-adjusting
Products and have received recognition from local PRC government authorities as a high-tech
enterprise (which entitles us to a preferential enterprise income tax rate of 15% compared to the
statutory rate of 25%). We believe that we possess advanced technologies and strong research and
development capabilities that have led us to become a pioneer in the production of ultra-wide ITO
film as well as a leader in the production of Smart Light-adjusting Products and Projection Systems
in the PRC, with certain of our know-how being patented in the PRC.

We experienced growth during the Track Record Period. Our revenue for the years ended
31 December 2014, 2015 and 2016, was approximately RMB44.8 million, RMB60.5 million and
RMB90.9 million respectively, representing an increase of 35.0% from the year ended 31 December
2014 to the year ended 31 December 2015 and an increase of approximately 50.2% from the year
ended 31 December 2015 to the year ended 31 December 2016 respectively.

Our profit after tax for the years ended 31 December 2014, 2015 and 2016 was approximately
RMB389,000, RMB7.7 million and RMB6.4 million respectively. For the years ended 31 December
2014, 2015 and 2016, our gross profit margin was approximately 31.9%, 39.5% and 38.3%
respectively.
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BASIS OF PRESENTATION

Pursuant to the Reorganisation, the Company became the holding company of the companies
now comprising the Group on 12 February 2015. The companies now comprising the Group were
under the common control of our Controlling Shareholders before and after the Reorganisation.
Accordingly, our financial information has been prepared by applying the principles of merger
accounting as if the Reorganisation had been completed at the beginning of the Track Record Period.

The consolidated statements of profit or loss and other comprehensive income, statements of
changes in equity and statements of cash flows of the Group for the Track Record Period include
the results and cash flows of all companies now comprising the Group since the date when the
subsidiaries first came under the common control. The consolidated statement of the financial
position of the Group as at 31 December 2014 has been prepared to present the assets and liabilities
of the subsidiaries using the existing book values from the controlling shareholders’ perspective. No
adjustments are made to reflect fair values, or recognise any new assets or liabilities as a result of the
Reorganisation.

All intra-group transactions and balances have been eliminated on consolidation.
SIGNIFICANT FACTORS AFFECTING THE RESULTS OF OPERATIONS

The following factors are the principal factors that have affected, and which we expect
will continue to affect, our business, financial condition, results of operations and prospects. The
following should be read in conjunction with the section headed “Risk factors” in this prospectus and
the accountants’ report included as Appendix I to this prospectus.

Pricing of our products

We formulate and adjust our product prices by taking various factors into account. We gather
and analyse market data and information which assists us to determine pricing of our products
including (i) market demand; (ii) changes in market trends and conditions; (iii) our production
and sales target; (iv) cost of sales (including cost of raw materials and cost of labour); (v) level of
customer acceptance of our products; and (vi) prices set by our competitors for similar products. Our
contracts generally do not contain price adjustment provisions, and, as a result, we may not be able
to claim for additional costs arising from price fluctuations with respect to raw materials or changes
in laws. Therefore, we may not be able to maintain the prices of our products at the same level in the
future. Nevertheless, in our ordinary course of business, we may be able to effect price adjustments,
for both sales and purchases, through negotiation. If our pricing does not effectively cover the
possible increases in the cost of raw materials, labour and other costs, or any additional requirements
regarding technical specifications, our gross margin may decrease, which may have a material
adverse effect on our financial condition and results of operations.
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Product mix

During the Track Record Period, we generated our revenue primarily from the manufacturing
and sales of ITO film, Smart Light-adjusting Products and Smart Light-adjusting Projection System.
Please refer to the section “Business — Our products” in this prospectus for details. The profitability
of our sales of products varies according to the types of products. Generally, products which are more
technologically advanced or sophisticated have higher gross margins than other products. Changes in
our product mix may affect our profitability and total revenue. If we adjust our product mix to reflect
prevailing market demand, our profit could, to some extent, be affected.

Price and supply of raw materials

Our cost of sales during the Track Record Period was largely attributable to the cost of raw
materials. Our raw materials mainly included hardened PET-film, ITO Targets, protective film and
ITO film, PDLC, projectors and projection cabinets. For the years ended 31 December 2014, 2015
and 2016, the cost of our raw materials accounted for approximately 84.3%, 84.6% and 84.8% of our
total cost of sales respectively. These raw materials are purchased from suppliers with whom we have
not entered into long-term contracts and there is no guarantee that we will be able to source these raw
material at acceptable prices on an ongoing basis.

Fluctuations in the prices of our raw materials may affect our product costs directly. It is
estimated that with an increase/decrease of approximately 10% in the cost of raw materials and all
other variables held constant, our profit before tax would have decreased/increased by approximately
RMB2.6 million, RMB3.1 million and RMB4.8 million for the years ended 31 December 2014, 2015
and 2016 respectively. See “Financial Information — Sensitivity and breakeven analysis” for details.

Product innovation and enhancement

Our business prospects and competitiveness in the market in which we operate depend on our
ability to assess the market and technology trends, anticipate market developments and direct our
sales efforts to relevant product development projects to adapt to evolving market conditions. To
this end, we maintain a research and development team whose responsibilities include conducting
research with a view of enhancing and developing new products and applications as well as
improving our production techniques and efficiency to strengthen our market competitiveness, one
particular new application is our Smart Light-adjusting Projection System.

Our success in developing new and enhanced products has a positive effect on our financial
position and results of operations. We believe that the development and enhancement of our products
will be an important factor for our future results of operations. Our ability to continuously develop
products with advanced technologies (which meet our target customers’ requirements and meet
market trends) depends on our continuous investments and efforts in research and development.
For the years ended 31 December 2014, 2015 and 2016, our research-related costs amounted to
approximately RMB1.6 million, RMB2.0 million and RMB2.2 million respectively. For details of
our research and development strategies, please refer to the section headed “Business — Research
and development”.
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Taxation

Currently, our key operating subsidiary, Singyes Applicable Materials is entitled to a
preferential income tax rate of 15% available to “high-tech enterprises” accredited by the PRC
government. There is no assurance that we will continue to enjoy such preferential tax treatment in
the future. See “Risk factors — Risks relating to our industry — Our tax burden may increase as a
result of loss of high-tech enterprise accreditation or change in tax policies of the PRC government”.
As a result of the above preferential tax treatment, our effective tax rate was 25%, 15% and 15%
for the years ended 31 December 2014, 2015 and 2016 respectively. Termination or revision of the
preferential tax treatment that Singyes Applicable Materials currently enjoy may have a negative
impact on our results of operations and financial condition.

SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES

The preparation of our consolidated financial information requires selecting accounting
policies and making estimates and assumptions that affect items reported in the consolidated
financial information. The determination of these accounting policies is fundamental to our results
of operations and financial position and requires management to make subjective and complex
judgments about matters that are inherently uncertain based on information and data that may change
in future periods. As a result, determinations regarding these items necessarily involve the use of
assumptions and subjective judgments as to future events and are subject to change, and the use of
different assumptions or data could produce materially different results. In addition, actual results
could differ from estimates and may have a material adverse effect on our business, financial position,
results of operations or cash flows. The financial information has been prepared in accordance with
IFRS, which comprise all standards and interpretations approved by the International Accounting
Standards Board. All IFRS effective for the accounting period commencing from 1 January 2016,
together with relevant transitional provisions, have been early adopted by our Group in preparation
of the financial information through the Track Record Period.

The financial information has been prepared under the historical cost convention. The financial
information is presented in RMB and all values are rounded to the nearest thousand except when
otherwise indicated.

It should be noted that accounting estimates and assumptions are used in the preparation of
the financial information. Although these estimates are based on our management’s expertise and
judgement of current events and actions, actual results may ultimately differ from those estimates.
These estimates and assumptions are subject to change in the future, as necessary. The methods,
estimates and judgements that we use in applying our accounting policies may have a significant
impact on our results and operations. Some of the accounting policies require us to make difficult
and subjective judgements, often as a result of the need to make estimates in respect to matters that
are inherently uncertain. When reviewing our financial information contained herein, you should
consider (i) our selection of critical accounting policies; (ii) the judgement and assumptions affecting
the application of such policies; and (iii) the sensitivity of reported results to changes in conditions
and assumptions.

-218 -



FINANCIAL INFORMATION

For information regarding our significant accounting policies and the summary of significant
accounting judgments and estimates, see Notes 3.2 and 3.3 of section II to the accountant’s report set
forth in Appendix I to this prospectus.

SUMMARY RESULTS OF OPERATIONS
The following table set forth our consolidated income statements and consolidated statements
of comprehensive income and other financial information for the periods indicated, as derived from

the accountants’ report in set out Appendix I to this prospectus.

Operating results in any historical period may not be indicative of the results that may be
expected in any future period.

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME
Year ended 31 December
2014 2015 2016
RMB’000 RMB 000 RMB’000
Revenue 44,805 60,477 90,887
Cost of sales (30,524) (36,581) (56,084)
Gross profit 14,281 23,896 34,803
Other income and gains 14 1,089 1,065
Selling and distribution expenses (5,211) (5,633) (8,107)
Administration expenses (6,758) (7,771) (17,932)
Other expenses (1,518) (1,968) (1,000)
Finance costs (106) (205) —
Profit before tax 702 9,408 8,829
Income tax expense (313) (1,712) (2,448)
Profit for the year 389 7,696 6,381
Other comprehensive gain/(loss):
Other comprehensive gain not
to be reclassified to profit or
loss in subsequent years:
Exchange differences on translation of
financial statements 9 (134)
Total comprehensive income

for the year 389 7,705 6,247
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DESCRIPTION AND ANALYSIS OF PRINCIPAL COMPONENTS OF OUR RESULTS OF
OPERATIONS

Revenue

We derived our revenue during the Track Record Period primarily from the production and
sale of four main types of products, namely, (i) ITO film; (ii) Smart Light-adjusting Film; (iii) Smart
Light-adjusting Glass; and (iv) Smart Light-adjusting Projection System. Our total revenue amounted
to approximately RMB44.8 million, RMB60.5 million and RMB90.9 million for the years ended 31
December 2014, 2015 and 2016 respectively. The following table sets forth our revenue by product
type during the Track Record Period:

Year ended 31 December

2014 2015 2016

RMB’000 % RMB’000 % RMB’000 %

ITO film 18,159 40.5 18,354 304 13,729 15.1

Smart Light-adjusting Film 7,200 16.1 18,621 30.8 18,882 20.8

Smart Light-adjusting Glass 18,566 414 8,360 13.8 26,492 29.1
Smart Light-adjusting

Projection System — — 13,621 22.5 23,788 26.2

Other (Note) 880 2.0 1,521 2.5 7,996 8.8

Total 44,805 100.0 60,477 100.0 90,887 100.0

Note:  Other revenues include sales generated from the sale and resale of components, semi-finished goods and accessories
relating to and/or used in our key products such as projectors, glass panels and power switches.

The following table set forth our sales volume and average selling price by product type during
the Track Record Period:

Year ended 31 December

2014 2015 2016
Average Average Average
Sales selling Sales selling Sales selling
volume price volume price  volume price
(Note 1) (Note 1) (Note 1)
RMB RMB RMB
ITO film (sq.m.) 138,529 131 162,138 113 129,867 106
Smart Light-adjusting Film
(sq.m.) 6,984 1,031 24,500 760 28,472 663
Smart Light-adjusting Glass
(sq.m.) 11,062 1,678 6,220 1,344 22,196 1,194
Smart Light-adjusting
Projection System (set) — — 220 61,914 471 50,505
Other (Note 2) N/A N/A N/A N/A N/A N/A

-220-



FINANCIAL INFORMATION

Notes:
1. Set for Smart Light-adjusting Projection System and sq.m. for other product type.

2. The sales volume and average selling price of other products is not indicative.

The average selling price of ITO film decreased from approximately RMB131 for the year
ended 31 December 2014 to RMB113 and RMB106 for the years ended 31 December 2015 and
2016 respectively. Such decrease was driven by our price adjustment to accommodate for prevailing
market conditions, which experienced decreasing sales price due to increasing capacity of suppliers
for mass production, technological advances and decreasing price of raw materials (such as PET film
and ITO Targets). This has led to less reliance on import of ITO film and further downward pressure
on the average selling price of Smart Light-adjusting Products, which was further affected by factors
such as increase in availability and market penetration. Similar technological advances, economy
of scale due to increase in production volume and decreasing pricing of laser projection systems
have led to downward pressure on the average selling price of our Smart Light-adjusting Projection
Systems.

The sales volume of our ITO film was approximately 129,867 sq.m. for the year ended 31
December 2016, which represented a decrease of approximately 32,271 sq.m., or 19.9%, from
approximately 162,138 sq.m. for the year ended 31 December 2015. Such decrease was mainly due
to a change in business strategy to shift to vertical integration and rely on our own supply of ITO film
for production in downstream products which were experiencing an increase in demand. As such, the
sales and production volume of Smart Light-adjusting Products and Smart Light-adjusting Projection
Systems had increased accordingly during the year ended 31 December 2016. The sales volume of
Smart Light-adjusting Glass decreased by approximately 4,842 sq.m. or 43.8% from 11,062 sq.m. for
the year ended 31 December 2014 to 6,220 sq.m. for the year ended 31 December 2015. The decrease
was mainly because of diverting our resources to the launch of our Smart Light-adjusting Projection
System in August 2015.

Revenue by geographical location

For the years ended 31 December 2014, 2015 and 2016, we derived our revenue principally
from the PRC. The following table set forth breakdown of our revenue by geographical region:

Year ended 31 December
2014 2015 2016
RMB 000 % RMB’000 % RMB’000 %
Domestic
— Mainland China 44,194 98.6 59,987 99.2 89,806 98.8
Overseas " 611 1.4 490 0.8 1,081 1.2
Total 44,805 100.0 60,477 100.0 90,887 100.0

Note:  Primarily relate to revenue from the export of our products to Australia, Peru, Germany and Dubai. The destination of the
exports is based solely on the addresses of the customers as stated in the relevant sales invoices. Our customers may resell
our products to end-customers located elsewhere
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For the years ended 31 December 2014, 2015 and 2016, our revenue was generated mainly
from sales to customers in the PRC and such sales amounted to approximately RMB44.2 million,
RMB60.0 million and RMB89.8 million, representing approximately 98.6%, 99.2% and 98.8% of
our revenue respectively.

Revenue by sales channels

A majority of our revenue was derived from direct sales during the Track Record Period. The
following table sets forth a breakdown of our revenue by sales channels for the Track Record Period:

Year ended 31 December
2014 2015 2016
RMB 000 % RMB’000 % RMB’000 %
Direct sales 44,320 98.9 59,829 98.9 86,539 95.2
Distribution sales 485 1.1 648 1.1 4,348 4.8
Total 44,805 100.0 60,477 100.0 90,887 100.0

For the years ended 31 December 2014, 2015 and 2016, our revenue was generated mainly
from direct sales and revenue from direct sales amounted to approximately RMB44.3 million,
RMB59.8 million and RMB&86.5 million, representing approximately 98.9%, 98.9% and 95.2% of
our revenue respectively.

Cost of sales

Our cost of sales consists of (i) costs of raw materials, (ii) manufacturing overheads; and (iii)
direct labor costs.

We use various raw materials in our production process including hardened PET film, ITO
Targets, protective film and ITO film, PDLC, projectors and projection cabinets. Our raw materials
cost accounted for approximately 84.3%, 84.6% and 84.8% of our cost of sales for the years ended
31 December 2014, 2015 and 2016 respectively.

Manufacturing overheads primarily consist of depreciation of our property, plant and
equipment and other manufacturing costs. Manufacturing overheads accounted for approximately
9.8%, 9.5% and 11.1% of our cost of sales for the years ended 31 December 2014, 2015 and 2016
respectively.

Direct labor cost primarily consists of expenses related to wages and various employee benefits

paid to production personnel. Direct labor costs accounted for approximately 5.9%, 6.0% and 4.1%
of our cost of sales for the years ended 31 December 2014, 2015 and 2016 respectively.
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The table below sets forth a breakdown of our cost of sales by type for the periods indicated:

Year ended 31 December
2014 2015 2016
RMB 000 % RMB’000 % RMB’000 %
Raw materials
PDLC 1,529 5.0 2,359 6.4 4,191 7.5
PET materials 16,254 533 16,150 44.1 13,626 243
PVB 1,299 43 885 2.4 2,421 43
Glass 1,507 4.9 822 2.2 1,807 32
Projectors — — 3,913 10.7 14,410 25.7
Others 5,132 16.8 6,803 18.7 11,077 19.8
Subtotal 25,721 84.3 30,932 84.5 47,532 84.8
Manufacturing overheads
(Note) 2,994 9.8 3,467 9.5 6,228 11.1
Direct labor 1,809 5.9 2,182 6.0 2,324 4.1
Total 30,524 100.0 36,581 100.0 56,084 100.0
Note: Manufacturing overheads primarily include depreciation of our property, plant and equipment and other manufacturing

costs.

Raw materials historically represent a significant majority of our cost of sales. During the
Track Record Period, the absolute amounts of our raw materials and our total cost of sales have
continued to increase as a result of the continued increase of our sales.

The table below sets forth a breakdown of our cost of sales by product for the periods

indicated:
Year ended 31 December
2014 2015 2016

RMB 000 % RMB’000 % RMB’000 %
ITO film 15,044 493 14,691 40.2 10,507 18.7
Smart Light-adjusting Film 3,207 10.5 8,936 24.4 8,169 14.6
Smart Light-adjusting Glass 11,284 37.0 6,089 16.7 18,590 33.1

Smart Light-adjusting
Projection System — — 5,714 15.6 13,115 23.4
Other (Note) 989 32 1,151 3.1 5,703 10.2
Total 30,524 100.0 36,581 100.0 56,084 100.0
Note:  Other cost of sales relate to costs relating to the sale and resale of components, semi-finished goods and accessories

related to and/or used in our key products such as projectors, glass panels and power switches.
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Gross profit

Gross profit represents the excess of revenue over cost of sales. The following table sets out
the gross profit and gross profit margin of our products and the percentage of our total gross profit by
product for the periods indicated:

Year ended 31 December
014 015 2016

Gross Gross Gross

Gross profit Gross profit Gross profit

profit margin profit margin profit margin

RMB000 % %  RMB'000 % %  RMB'000 % %

ITO film IS 218 172 3,663 153 200 30 9.3 35
Smart Light-adjusting

Film 3,993 B0 555 9,685 405 520 10,713 307 56.7
Smart Light-adjusting

Glass 1282 510 39.2 271 9.5 212 7902 n7 298
Smart Light-adjusting

Projection System — — — 7907 31 58.1 10,673 307 49

Other (Note) (109 (0.8) (124) 30 1.6 U3 2293 0.6 8.7

Total 14281 100.0 319 23,89 100.0 39.5 34,303 100.0 383

Note:  Other profits include profits resulting from revenues generated from the sale and resale of components, semi-finished
goods and accessories relating to and/or used in our key products such as projectors, glass panels and power switches.

Other income and gains
Other income and gains mainly included bank interest income and government grants.

During the Track Record Period, we applied for and received government grants from local
government authorities in the PRC, which mainly included government grants for the cultivation of
new high-tech enterprises and to support the importation of technology. Although government grants
are generally awarded to us every year, they are not recurring in nature and are made on a case-by-
case basis by the government authorities in accordance with applicable national and local policies.
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The following table sets out a breakdown of our other income and gains for the periods

indicated:

Deferred income

released to

profit and loss
Bank interest income
Government grants
Foreign exchange gains
Sales of scrapped materials

Total

Selling and distribution expenses

Year ended 31 December

2014
RMB 000

2015
RMB 000

22
1,067

1,089

2016
RMB 000

76
17
600
346
26

1,065

Our selling and distribution expenses primarily included wages and salaries and relevant
benefits for sales personnel as well as logistic expenses, travelling expenses and advertising and
exhibition expenses. For the years ended 31 December 2014, 2015 and 2016, our selling and
distribution expenses were approximately RMBS5.2 million, RMB5.6 million and RMBS.1 million,
representing approximately 11.6%, 9.3% and 8.9% of our revenue for those periods respectively.
The following table sets out a breakdown of our selling and distribution expenses for the periods

indicated:

Logistic expenses
Wages and salaries and
relevant benefits
Travelling expenses
Advertising and
exhibition expenses
Quality assurance expenses
Others

Total

Year ended 31 December

2014
RMB 000

716

1,627
530

727
689
922

5,211
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2015
RMB 000

648

2,377
657

880
279
792

5,633

2016
RMB 000

594

2,908
949

1,435
701
1,520

8,107
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Administrative expenses

Our administrative expenses primarily included research costs and wages and salaries for
administrative personnel for the two years ended 31 December 2014 and 2015. Our administrative
expenses mainly comprised of non-recurring Listing expenses for the year ended 31 December 2016.
Research costs incurred during the years ended 31 December 2014, 2015 and 2016 represented
expenditure incurred on the research phase of our Group’s internal projects. As our Group cannot
demonstrate that an intangible asset exists that will generate probable future economic benefits,
such expenditure were charged to profit or loss as incurred in accordance with the accounting policy
adopted by our Group. The accounting policy for “Research and development costs” is set forth in the
section headed “Summary of significant accounting policies” in Appendix I to this prospectus. For
the years ended 31 December 2014, 2015 and 2016, our administrative expenses were approximately
RMB6.8 million, RMB7.8 million and RMB17.9 million, equal to approximately 15.1%, 12.8% and
19.7% of our revenue for those periods respectively. The following table sets out the breakdown of
administrative expenses for the periods indicated:

Year ended 31 December

2014 2015 2016

RMB’000 RMB’000 RMB’000

Research costs 1,603 1,984 2,206
Wages and salaries and relevant benefits 2,259 3,195 3,170
Professional fees 281 344 931
Listing expenses — — 9,696
Entertainment and travelling expenses 683 892 949
Depreciation and amortization 80 124 135
Consumables 1,232 156 40
Others 620 1,076 805
Total 6,758 7,771 17,932

Other expenses

Our other expenses mainly comprised impairment losses. For the years ended 31 December
2014, 2015 and 2016, our other expenses were approximately RMB1.5 million, RMB2.0 million
and RMB1.0 million, equal to approximately 3.4%, 3.3% and 1.1% of our revenue for those periods
respectively. The following table sets out the breakdown of other expenses for the periods indicated:

Year ended 31 December

2014 2015 2016

RMB’000 RMB’000 RMB’000

Impairment losses 1,436 1,876 924

Exchange losses 65 69 —

Bank handling fee 17 23 29
Loss of disposal of property,

plant and equipment — — 47

Total 1,518 1,968 1,000
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Interest expenses

Our interest expenses represent interest on short-term bank loans. For the years ended
31 December 2014, 2015 and 2016, our interest expenses were approximately RMB106,000,
RMB205,000 and nil, equal to approximately 0.2%, 0.3% and nil of our revenue for the respectively
periods.

Income tax expense

The income tax expenses represent our total current corporate income tax and deferred tax
expenses. In the years ended 31 December 2014, 2015 and 2016, our effective income tax rate was
25%, 15% and 15% respectively. For the years ended 31 December 2014, 2015 and 2016, the income
tax expenses incurred by our Group amounted to approximately RMB313,000, RMB1.7 million and
RMB2.4 million respectively. During the Track Record Period, we paid all relevant taxes due and
did not have any material tax disputes with relevant tax authorities. The following table sets out a
breakdown of our income tax expenses for the periods indicated:

Year ended 31 December

2014 2015 2016
RMB 000 RMB 000 RMB 000
Current — mainland China
— Charge for the year/period 566 1,800 2,413
Deferred (253) (88) 35
Total tax charge
for the year 313 1,712 2,448

During the year ended 31 December 2014, Singyes Applicable Materials was subject to an
income tax rate of 25%. During the year ended 31 December 2015 and 2016, Singyes Applicable
Materials was entitled to a preferential income tax rate of 15% as it was accredited as “high-tech
enterprise” by the local PRC authorities from 1 January 2015 to 31 December 2017. For more details,
please see paragraphs “Laws and regulations on taxation — Enterprise income tax” in the section
headed “PRC regulatory overview”of this prospectus.

Pursuant to Bermuda law, we are not subject to any income tax in Bermuda. Our subsidiary
incorporated in Hong Kong was subject to income tax at the rate of 16.5% during the Track Record
Period. No provision for Hong Kong profit tax has been made as we had no assessable profit derived
from or earned in Hong Kong during the Track Record Period.
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Year ended 31 December 2016 compared to year ended 31 December 2015
Revenue

Our revenue was approximately RMB90.9 million for the year ended 31 December 2016,
which represented an increase of approximately RMB30.4 million, or 50.2% from RMB60.5 million
for the year ended 31 December 2015. The increase was primarily attributable to an increase in
the revenue from (i) the sales of Smart Light-adjusting Glass which was driven by the increase in
the sales volume of approximately 256.8%; and (ii) the sales of Smart Light-adjusting Projection
Systems which was driven by the increase in the sales volume of approximately 114.1%, but was
offset by a decrease in (i) average selling price of ITO film from approximately RMB113 per sq.m.
for the year ended 31 December 2015 to approximately RMB106 per sq.m. for the year ended
31 December 2016; and (ii) average selling price of Smart Light-adjusting Projection System
from approximately RMB61,914 per set for the year ended 31 December 2015 to approximately
RMB50,505 per set for the year ended 31 December 2016.

Revenue from sales of ITO film

Our revenue from the production and sales of ITO film decreased by approximately RMB4.7
million or approximately 25.5% from approximately RMB18.4 million for the year ended 31
December 2015 to approximately RMB13.7 million for the year ended 31 December 2016. The
decrease was attributable to (i) decrease in average selling price of approximately 6.2% which was
driven by the our pricing adjustment of ITO film to accommodate for prevailing market conditions;
and (ii) decrease in sales volume of ITO film of approximately 19.9% due to decrease in sales orders
from our major existing customers and shift of resources to vertical integration of relying on our
own supply of ITO film for the production of downstream products (such as Smart Light-adjusting
Products and Smart Light-adjusting Projection Systems).

Revenue from sales of Smart Light-adjusting Film

Our revenue from the production and sales of Smart Light-adjusting Film increased by
approximately RMB300,000 or approximately 1.6% from approximately RMB18.6 million for the
year ended 31 December 2015 to approximately RMB18.9 million for the year ended 31 December
2016. The increase was primarily attributable to the increase in sales volume of Smart Light-
adjusting Film by approximately 16.2% mainly due to the increase number of orders placed by
our existing customers and new customers for the year ended 31 December 2016 which offset the
decrease of average selling price of Smart Light-adjusting Film.

Revenue from sales of Smart Light-adjusting Glass

Our revenue from the production and sales of Smart Light-adjusting Glass increased by
approximately RMB18.1 million or approximately 215.5% from approximately RMBS§.4 million
for the year ended 31 December 2015 to approximately RMB26.5 million for the year ended 31
December 2016. The increase resulted from an increase in sales to new customers (comprising
mainly decoration companies who supply Smart Light-adjusting Glass to hotels and other renovation
projects).
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Revenue from sales of Smart Light-adjusting Projection System

We commenced our production and sales of Smart Light-adjusting Projection System in
August 2015. Our revenue from the production and sales of Smart Light-adjusting Projection
Systems were approximately RMB13.6 million and RMB23.8 million for the years ended 31
December 2015 and 2016 respectively which represented an increase of approximately RMB10.2
million, or approximately 75.0%. Such increase was primarily attributable to an increase of sales
volume of Smart Light-adjusting Projection Systems by approximately 114.1% mainly due to
orders placed by our new customers comprising mainly advertising companies for the year ended 31
December 2016 which was partially offset by the decrease of average selling price of Smart Light-
adjusting Projection Systems by approximately 18.4%.

Revenue from sales of other products

Our revenue from the sales of other products included sales generated from the sale and resale
of components, semi-finished goods and accessories relating to and/or used in our key products
such as projectors, glass panels and power switches, which increased by approximately RMB6.5
million or 433.3% from approximately RMB1.5 million for the year ended 31 December 2015 to
approximately RMBS8.0 million for the year ended 31 December 2016. During the year, we received
standalone orders for projectors in the amount of approximately RMB3.6 million. Also, the increase
in sales of other products was due to sales of other supporting accessories such as glass panels to be
used alongside with our Smart Light-adjusting Glass in the construction projects of one of our major
customers in 2016, and the sales of other supporting accessories such as power switches, controllers
and cables to be used alongside with our commercial Smart Light-adjusting Projection System
subject to different customization requirements from our customers during the year.

Cost of sales

Our cost of sales was approximately RMB56.1 million for the year ended 31 December 2016,
which represented an increase of approximately RMB19.5 million, or approximately 53.3%, from
approximately RMB36.6 million for the year ended 31 December 2015. The increase in cost of sales
mainly reflected our increase in sales of Smart Light-adjusting Glass and Smart Light-adjusting
Projection System for the year ended 31 December 2016 as compared to the same period in 2015,

Our cost of raw materials was approximately RMB47.5 million for the year ended 31
December 2016, which represented an increase of approximately RMB16.6 million, or approximately
53.7%, from approximately RMB30.9 million for the year ended 31 December 2015. The increase
in cost of raw materials was primarily due to increase in raw materials consumed in line with an
increase of sales in our Smart Light-adjusting Products and our sales of Smart Light-adjusting
Projection Systems.

Furthermore, our manufacturing overheads increased by approximately 77.1% from RMB3.5
million for the year ended 31 December 2015 to approximately RMB6.2 million for the year ended
31 December 2016, primarily due to the commencement of operations of (i) our vacuum roll-to-roll
ITO sputtering machine in October 2015 which had led to an increase in depreciation and (ii) our
entering into the lease of our production site in September 2015.
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Gross profit and gross profit margin

As a result of the foregoing, our gross profit increased by approximately RMB10.9 million, or
45.6%, from approximately RMB23.9 million for the year ended 31 December 2015 to RMB34.8
million for the year ended 31 December 2016. Our gross profit margin decreased slightly from
approximately 39.5% for the year ended 31 December 2015 to approximately 38.3% for the year
ended 31 December 2016. The decrease was mainly attributed to the lower selling prices of our
Second Generation Smart Light-adjusting Projection Systems compared to commercial Smart Light-
adjusting Projection Systems with a view to capture additional sales volume for the year ended 31
December 2016.

Other income and gains

Our other income and gains remained the same at approximately RMB1.1 million for the years
ended 31 December 2015 and 2016.

Selling and distribution expenses

Our selling and distribution expenses were approximately RMB8.1 million for the year ended
31 December 2016, which represented an increase of approximately RMB2.5 million, or 44.6%, from
approximately RMBS5.6 million for the year ended 31 December 2015. This increase was attributable
to (i) an increase in remuneration for sales and marketing employees based on sales performances
which resulted in an increase in overall wages and salaries and relevant benefits by approximately
RMB531,000; (i1) an increase in expenses relating to our marketing efforts in business promotion and
participation in exhibitions by approximately RMB555,000; and (iii) an increase in quality assurance
deposits for sales of our products by approximately RMB422,000. As a percentage of revenue, our
selling and distribution expenses decreased to approximately 8.9% for the year ended 31 December
2016 from approximately 9.3% for the year ended 31 December 2015.

Administrative expenses

Our administration expenses were approximately RMB17.9 million for the year ended 31
December 2016, which represented an increase of approximately RMB10.1 million, or 129.5%,
from approximately RMB7.8 million for the year ended 31 December 2015. The increase was
primarily attributable to the non-recurring Listing expenses of approximately RMB9.7 million
which was charged for the year ended 31 December 2016. As a percentage of revenue, our
administrative expenses increased to approximately 19.7% for the year ended 31 December 2016
from approximately 12.8% for the year ended 31 December 2015.

Other expenses

Our other expenses were approximately RMB1.0 million for the year ended 31 December
2016, which represented a decrease of approximately RMB1.0 million, or 50.0%, from
approximately RMB2.0 million for the year ended 31 December 2015. The decrease was primarily
attributable to the decrease of impairment loss recognised on property, plant and equipment and
trade receivables of approximately RMB952,000. As a percentage of revenue, our other expenses
decreased to approximately 1.1% for the year ended 31 December 2016 from approximately 3.3%
for the year ended 31 December 2015.
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Profit before tax

As a result of the foregoing, we recorded a profit before tax of approximately 8.8 million
for the year ended 31 December 2016, which represented a decrease of approximately 6.4% from
approximately RMB9.4 million for the year ended 31 December 2015. The decrease was mainly due
to our non-recurring Listing expenses attributable to the relevant period of approximately RMB9.7
million.

Income tax expense

The applicable tax rate on our income remained at 15% for the years ended 31 December 2015
and 2016. Our income tax was approximately RMB2.4 million for the year ended 31 December
2016, which represented an increase of approximately RMB700,000, or 41.2%, from approximately
RMB1.7 million for the year ended 31 December 2015. This was attributable to our increase in
taxable income due to increase in sales for the year ended 31 December 2016 as compared to the
same period in the preceding year.

Profit for the period

As a result of the foregoing, we recorded a profit for the period of approximately RMB7.7
million for the year ended 31 December 2015 and a profit of approximately RMB6.4 million for the
year ended 31 December 2016. Our profits for these years were affected by the non-recurring Listing
expenses of RMB9.7 million attributable to the year ended 31 December 2016 as discussed above.

Year ended 31 December 2015 compared to year ended 31 December 2014
Revenue

Our revenue was approximately RMB60.5 million for the year ended 31 December 2015,
which represented an increase of approximately RMB15.7 million, or 35.0% from approximately
RMB44.8 million for the year ended 31 December 2014. The increase was primarily attributable to
an increase in our revenue which resulted from (i) our commencement of production and sales of
Smart Light-adjusting Projection Systems in the second half of 2015; and (ii) increase of sales of
Smart Light-adjusting Film mainly due to increase of sales volume by 2.5 times but partially offset
the decrease in sales volume of Smart Light-adjusting Glass by 43.8% and the decrease in average
selling price of ITO film and Smart Light-adjusting Products.

Revenue from sales of ITO film

Our revenue from the production and sales of ITO film increased by approximately RMBO0.2
million or 1.1% from approximately RMB18.2 million for the year ended 31 December 2014 to
approximately RMB18.4 million for the year ended 31 December 2015. The increase was primarily
attributable to increase in sales volume of our ITO film by approximately 17.0% from 138,529 sq.m.
for the year ended 31 December 2014 to 162,138 sq.m. by for the year ended 31 December 2015
which was offset by the decrease in the average selling price of our ITO film by approximately 13.7%
due to decrease of market price of PET film and ITO Targets being the major raw materials of ITO
film.
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Revenue from sales of Smart Light-adjusting Film

Our revenue from the production and sale of Smart Light-adjusting Film increased by
approximately RMB11.4 million or 158.3% from approximately RMB7.2 million for the year ended
31 December 2014 to approximately RMB18.6 million for the year ended 31 December 2015. The
increase was primarily attributable to an increase in sales volume of our Smart Light-adjusting Film
by 2.5 times from 6,984 sq.m. for the year ended 31 December 2014 to 24,500 sq.m. for the year
ended 31 December 2015 which was partially off-set by the decrease in the average selling price of
Smart Light-adjusting Film by approximately 26.3% due to a downward market price trend of raw
materials in ITO film and PDLC.

Revenue from sales of Smart Light-adjusting Glass

Our revenue from the production and sales of Smart Light-adjusting Glass decreased by
approximately RMB10.2 million or 54.8% from approximately RMB18.6 million for the year ended
31 December 2014 to approximately RMB8.4 million for the year ended 31 December 2015. The
decrease was mainly attributable to the decrease sale volume by approximately 43.8% from 11,062
sq.m. for the year ended 31 December 2014 to 6,220 sq.m. for the year ended 31 December 2015 due
to the fact that we slowed down our sales in Smart Light-adjusting Glass in 2015 as we temporarily
directed our resources to the launch of our Smart Light-adjusting Projection Systems in August
2015 where Smart Light-adjusting Glass were treated as work in-progress for Smart Light-adjusting
Projection Systems.

Revenue from sales of Smart Light-adjusting Projection System

We commenced the production and sales of our Smart Light-adjusting Projection System
in August 2015. Our revenue from the production and sales of Smart Light-adjusting Projection
Systems was approximately RMB13.6 million for the year ended 31 December 2015. We did not
produce or sell any Smart Light-adjusting Projection System in the year ended 31 December 2014.

Cost of sales

Our cost of sales was approximately RMB36.6 million for the year ended 31 December 2015,
which represented an increase of RMB6.1 million, or approximately 20.0%, from approximately
RMB30.5 million for the year ended 31 December 2014. The increase in cost of sales was mainly
attributable to an increase in cost of raw material, due to procurement of raw materials including
PDLC, PET materials and projectors to meet our increase in amount of sales orders of our ITO film
and Smart Light-adjusting Film and our newly launched Smart Light-adjusting Projection Systems.

Our cost of raw materials was approximately RMB30.9 million for the year ended 31
December 2015, which represented an increase of approximately RMB5.2 million, or approximately
20.2%, from approximately RMB25.7 million for the year ended 31 December 2014. The increase
in cost of raw materials was mainly attributable to the increase of sales volume in our ITO film
and Smart Light-adjusting Film and our sales of newly launched Smart Light-adjusting Projection
Systems which in turn increased our procurement of raw materials but partially offset by the decrease
in cost of raw materials such as PET materials, PDLC and glass due to downward market price trend
in the industry.

-232 -



FINANCIAL INFORMATION

Furthermore, our manufacturing overheads, increased by approximately 16.7% from
approximately RMB3.0 million for the year ended 31 December 2014 to approximately RMB3.5
million for the year ended 31 December 2015, primarily due to (i) the commencement of operations
of our vacuum roll-to-roll ITO sputtering machine in October 2015 which had led to an increase
of depreciation; and (ii) our entering into the lease for our production site in September 2015. Our
direct labor cost also increased by approximately 22.2% from approximately RMB1.8 million for the
year ended 31 December 2014 to approximately RMB2.2 million for the year ended 31 December
2015, primarily due to the increase in (i) sales of our products in particular our ITO film and Smart
Light-adjusting Film and our newly launched Smart Light-adjusting Projection Systems which in
turn increased our full time employees of our production department from 34 employees for the year
ended 31 December 2014 to 46 employees for the year ended 31 December 2015; and (ii) increase in
salaries of our production employees by 30% from December 2014.

Gross profit and gross profit margin

As a result of the foregoing, our gross profit increased by approximately RMB9.6 million,
or 67.1%, from approximately RMB14.3 million for the year ended 31 December 2014 to
approximately RMB23.9 million for the year ended 31 December 2015.

Our gross profit margin increased from approximately 31.9% for the year ended 31 December
2014 to approximately 39.5% for the year ended 31 December 2015, mainly attributed to the
commencement of production and sale of our Smart Light-adjusting Projection Systems in August
2015 which had a higher profit margin than our other products. The foregoing factors for the increase
in our gross profit margin were partially offset by the decrease of gross profit margin in Smart Light-
adjusting Film and Smart Light-adjusting Glass by approximately 3.5% and 12.0% respectively due
to a decrease in the average market price of these products which driven the decrease of our average
selling price of Smart Light-adjusting Film and Smart Light-adjusting Glass by approximately 26.3%
and 19.9% respectively.

Other income and gains

Our other income and gains was approximately RMB1.1 million for the year ended 31
December 2015, which represented an increase of approximately RMB1.1 million, or 76.8 times
from RMB14,000 for the year ended 31 December 2014. The increase was primarily due to an
increase of approximately RMB1.1 million in government grants for special funds for academic
cooperation, the cultivation of new high-tech enterprises and Zhuhai Finance Bureau subsidies for
the year ended 31 December 2015.
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Selling and distribution expenses

Our selling and distribution expenses were approximately RMBS5.6 million for the year ended
31 December 2015, which represented an increase of approximately RMB0.4 million, or 7.7%,
from approximately RMB5.2 million for the year ended 31 December 2014. This increase was
primarily attributable to the increase in wages and salaries of our sales personnel by approximately
RMB750,000 due to the increase in average annual salaries of our sales personnel by 20% from
December 2014. As a percentage of revenue, our selling and distribution expenses decreased to
approximately 9.3% for the year ended 31 December 2015 from approximately 11.6% for the year
ended 31 December 2014.

Administrative expenses

Our administration expenses were approximately RMB7.8 million for the year ended
31 December 2015, which represented an increase of approximately RMB1.0 million, or 14.7%,
from approximately RMB6.8 million for the year ended 31 December 2014. The increase was
primarily attributable to an increase in (i) wages and salaries and relevant benefits due to the
increase in salaries of our administrative employees by 20% from December 2014; and (ii) travelling
expenses of our administrative personnel but partially offset by the decrease of consumables by
approximately RMBI1.1 million. As a percentage of revenue, our administrative expenses decreased
to approximately 12.8% for the year ended 31 December 2015 from 15.1% for the year ended 31
December 2014.

Other expenses

Our other expenses were approximately RMB2.0 million for the year ended 31 December
2015, which represented an increase of approximately RMBO0.5 million, or 33.3%, from RMB1.5
million for the year ended 31 December 2014. The increase was primarily attributable to the increase
of impairment loss on trade receivables by approximately RMB1.2 million mainly due to bad debt
provision for four of our customers partially offset by the decrease in impairment loss on property,
plant and equipment by approximately RMB585,000. As a percentage of revenue, other expenses
decreased to approximately 3.4% for the year ended 31 December 2015 from approximately 3.3%
for the year ended 31 December 2014.

Profit before tax
As a result of the foregoing, our profit before tax increased by approximately RMBS8.7

million, or 12.4 times, from approximately RMB702,000 for the year ended 31 December 2014 to
approximately RMB9.4 million for the year ended 31 December 2015.
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Income tax expense

Our income tax was approximately RMB1.7 million for the year ended 31 December 2015,
which represented an increase of approximately RMB1.4 million, or 4.5 times, from approximately
RMB313,000 for the year ended 31 December 2014. This increase was mainly attributable to the
increase in profit before tax but partially offset by the decrease of effective income rate from 25%
for the year ended 31 December 2014 to 15% for the year ended 31 December 2015 due to Singyes
Applicable Materials was accredited by the PRC government as “high-tech enterprises”.

Profit for the year

As aresult of the foregoing, profit for the year increased by approximately RMB7.3 million, or
18.8 times, from approximately RMB389,000 for the year ended 31 December 2014 to approximately
RMB7.7 million for the year ended 31 December 2015. The increase in our profit was mainly due
to the increase in our gross profit while partially offset by the increase of selling and administrative
expenses, administrative expenses and other expenses as discussed above.
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CONSOLIDATED STATEMENTS OF THE FINANCIAL POSITION OF THE GROUP

The following table set out our Group’s consolidated statement extracted from the accountants’

report set out in Appendix I to this prospectus:

ASSETS AND LIABILITIES
Non-Current assets

Property, plant and equipment
Payments in advance

Deferred tax assets

Total non-current assets

Current assets

Inventories

Trade and bills receivables

Prepayments, deposits
and other receivables

Pledged bank balances

Cash and cash equivalents

Total current assets

Current liabilities

Trade payables

Other payables and accruals
Interest-bearing bank loans
Tax payable

Provision

Total current liabilities
Net current assets
Total assets less current liabilities

Non-current liabilities
Deferred income

Total non-current liabilities

NET ASSETS

EQUITY

Equity attributable to owners of
the Company

Issued capital

Reserves

TOTAL EQUITY

As at 31 December

2014 2015 2016
RMB’000 RMB 000 RMB 000
25,367 45,471 39,889
12,333 121 16
523 611 646
38,223 46,203 40,551
13,600 8,632 11,896
28,147 24,917 60,073
5,925 2,815 6,421
— 20 20
2,662 7,166 7,523
50,334 43,550 85,933
(6,883) (14,492) (23,104)
(25,504) (14,661) (21,948)
(4,500) — —
(235) (1,352) (1,801)
(656) (764) (1,192)
(37,778) (31,269) (48,045)
12,556 12,281 37,888
50,779 58,484 78,439
— — (812)
— — (812)
50,779 58,484 77,627
1 1 1
50,778 58,483 77,626
50,779 58,484 77,627
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DISCUSSION ON MAJOR ITEMS OF THE CONSOLIDATED STATEMENTS OF
FINANCIAL POSITION

Inventories

Inventories of our Group comprised raw materials, work in progress and finished goods. The
following table sets forth a breakdown of our inventories as of the dates indicated:

Subsequent

usage of

inventories

balance as at

31 December

2016 up to

the Latest

As at 31 December Practicable

2014 2015 2016 Date
RMB’000 RMB 000 RMB’000 RMB’000

Raw materials 6,511 4,321 4,362 3,566
Work in progress 2,146 2,371 4,031 4,031
Finished goods 4,943 1,940 3,503 3,258
Total 13,600 8,632 11,896 10,855

The balance of our inventories decreased by approximately 36.8% from approximately
RMB13.6 million as at 31 December 2014 to approximately RMBS&.6 million as at 31 December
2015, primarily due to the decrease in the balance of our raw materials and finished goods as a result
of an increase use of raw materials for production because of the increase in our production of ITO
film and Smart Light-adjusting Film and our production of newly launched Smart Light-adjusting
Projection Systems. As at the Latest Practicable Date, the subsequent usage of inventories balance
as at 31 December 2016 amounted to approximately RMB10.9 million, representing approximately
91.6% of the inventories balance of approximately RMB11.9 million as at 31 December 2016.

The balance of our inventories increased by approximately 38.4% from approximately
RMBS8.6 million as at 31 December 2015 to approximately RMB11.9 million as at 31 December
2016, mainly attributable to the increase of finished goods in Smart Light-adjusting Products due to
an increase in our customers’ orders for Smart Light-adjusting Projection Systems.

The following table sets forth our inventory turnover days for the period indicated:

Year ended 31 December

2014 2015 2016
(days) (days) (days)
Inventory turnover days (Note) 111.0 110.9 66.8
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Note: Inventory turnover days for the three years ended 31 December 2014, 2015 and 2016 were calculated by dividing the
average of the opening and closing balances of inventories for the relevant period by our cost of sales for the same period
and multiplying the quotient by 365 days.

Our inventory turnover days were stable for the years ended 2014 and 2015.

Our inventory turnover days decreased from approximately 110.9 days as at 31 December
2015 to approximately 66.8 days as at 31 December 2016, which was primarily reflected our efforts
to efficiently manage our inventories over the year. As a percentage of revenue, our balance of
inventory was approximately 14.3% and 13.1% as at 31 December 2015 and 2016 respectively.

Trade and bills receivables

The following table sets out the breakdown of our Group’s trade and bills receivables as of the
dates indicated:

As at 31 December

2014 2015 2016

RMB’000 RMB’000 RMB’000

Trade receivables 23,576 23,729 61,605
Less: Impairment (176) (1,377) (2,301)

23,400 22,352 59,304

Bill receivables 4,747 2,565 769

Balance 28,147 24917 60,073

Our trade and bill receivables primarily related to trade and bills receivables for goods sold to
our third party customers in the ordinary course of business. Our trading terms with our third party
customers were mainly on credit. We generally grant a credit term ranging from one to six months
to our major customers. Trade receivables from small and new customers are normally expected to
be settled shortly after the delivery of goods. No credit period is set by our Group for small and new
customers.

As of 31 December 2015, our balance of trade and bill receivables was approximately
RMB24.9 million, representing a decrease of approximately RMB3.2 million, or approximately
11.4%, from approximately RMB28.1 million as at 31 December 2014. The decrease was primarily
attributable to a decrease of approximately RMB2.2 million in bill receivables which was due to an
increase in use of endorsed bank’s acceptance bills to our suppliers.
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As at 31 December 2016, our balance of trade and bill receivables was approximately
RMB60.1 million, representing an increase of approximately RMB35.2 million, or approximately
141.4%, from approximately RMB24.9 million as at 31 December 2015. The increase was primarily
attributable to increase in sales of Smart Light-adjusting Products and Smart Light-adjusting
Projection Systems driven by increased sales orders from new customers mainly comprising
decoration companies and advertising companies. In particular, over 90% of the sales of our Smart
Light-adjusting Projection System in 2016 were on credit. Besides, substantial amount of sales for
our products of approximately RMB31.5 million in value were recognized on credit with delivery
of products scheduled between October to December which led to a substantial increase in trade
receivables by approximately RMB30.3 million as at 31 December 2016. Among these sales was
sales of approximately RMB11.4 million from Customer J, our largest customer for the year.

The following table sets out our trade and bill receivables turnover days for the periods
indicated:

Year ended 31 December
2014 2015 2016
(days) (days) (days)
Trade and bills receivables turnover days
(Note) 195.7 160.1 170.7

Note: Trade and bill receivables turnover days for the years ended 31 December 2014, 2015 and 2016 were calculated by
dividing the average of the opening and closing balances of trade and bills receivables for the relevant periods by our
revenue for the same period and multiplying the quotient by 365 days.

During the Track Record Period, our trade and bills receivables turnover days were
approximately 195.7 days, 160.1 days and 170.7 days for each of the three years ended 31 December
2016, respectively. The decrease in our trade and bills receivables turnover days for the year ended
31 December 2015 was mainly attributable to our increased use of endorsed bank’s acceptance bills
to our suppliers during the year. Our trade and bills receivables turnover days increased for the year
ended 31 December 2016 as compared to that in the previous year, which was mainly affected by a
substantial amount of recognised sales (of approximately RMB31.5 million in value) with delivery of
products scheduled between October 2016 to December 2016 which had led to a substantial increase
in trade receivables by approximately RMB30.3 million as at 31 December 2016. Among these sales
was sales of approximately RMB11.4 million in value from Customer J, our largest customer for
the year. Notwithstanding the increase in revenue for the same year, the aforesaid effect resulted in a
higher trade and bills receivables turnover days for the year.

As of the Latest Practicable Date, approximately RMB36.3 million or 60.4% of the outstanding
balance of our trade receivables have been successfully collected.
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The following table sets out our trade and bill receivables turnover days