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CHARACTERISTICS OF GEM OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE")

GEM has been positioned as a market designed to accommodate small and
mid-sized 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.

Given that the companies listed on GEM are generally small and mid-sized
companies, there is a risk that securities traded on GEM may be more
susceptible to high 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.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of
Hong Kong Limited take no responsibility for the contents of this report, 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 report.

This report, for which the directors (the “Directors”) of China Singyes New
Materials Holdings Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on GEM (the “GEM Listing Rules”)
for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that to the best of
their knowledge and belief the information contained in this report is accurate
and complete in all material respects and not misleading or deceptive, and
there are no other matters the omission of which would make any statement
herein or this report misleading.

This report will be available on the Company’s website http://www.syeamt.com
and will remain on the “Latest Company Report” page on the GEM website at
http://www.hkgem.com for at least 7 days from the date of its posting.
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CHAIRMAN'’S STATEMENT
EEHRE

On behalf of the Board, | am pleased to present to you the annual results
of the Company and its subsidiaries (the “Group”) for the year ended 31
December 2018.

In pursuit of revenue growth, the Group paid more attention to the high-
quality development of business in 2018. The Group's overall business
maintained rapid growth. The revenue increased by 11.6% year-on-year
to RMB129.3 million. Its profit attributable to shareholders increased by
41.4% year-on-year to RMB19.8 million, and gross profit margin increased to
45.8%. The Board recommended the distribution of a final dividend of HK 1.2
cents per share.

BUSINESS DEVELOPMENT

ITO film is the Group's fundamental product, earning the sales revenue
of RMB18.9 million in 2018. During the year, the Group expanded its
handwriting black and white film business and enriched its offerings, which
was of highly positive significance in promoting business diversification and
strengthening the Group's leading position in the ITO film industry.

To reduce the circulation cost and increase the profit margin of the products,
the Group reduced some orders for smart light-adjusting glass in current year,
and committed to improving the material development and production of
Smart Light-adjusting film, resulting in the total sales revenue of Smart Light-
adjusting film and Smart Light-adjusting glass of RMB64.7 million, which
remained stable as compared to the last year and a significant increase in
gross profit of 29.7%.

Smart Light-adjusting projection system recorded smooth development. The
Group successively implemented the multimedia system projects for railway
platform screen doors in cities including Shanghai and Ningbo. In addition,
the Group undertook the first ferris wheel brightening display project in
Heihe, Heilongjiang Province, Mainland China, expanding the application
range of outdoor multimedia display technology.
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TECHNOLOGY DEVELOPMENT

The Group is committed to improvement in fundamental technology and
innovation in application technology. The performance of Smart Light-
adjusting glass, the core product, has been further improved. The haze is
less than 5 percent when it is energized and the transmittance is closer to
common glass. In terms of the multimedia system for railway platform screen
doors, the Group has applied for 24 relevant patents. The "New Smart Liquid
Crystal PDLC Light-adjusting Film and Light-adjusting Glass Development
Engineering Technology Research Center", undertaken by the group, was
listed in "2018 Guangdong Province Science and Technology Innovation
Strategy Special Fund Guangdong-Hong Kong Union Funding Plan (Project)"
organised by Department of Science and Technology of Guangdong
Provincial and the Innovation and Technology Commission of the Hong Kong
SAR Government.

FUTURE PLAN

Looking forward, while remaining true to its original aspiration, the Group
will continue to invest in the technological development of functional film
materials, and maintain its leading position in Nano-silver film material and
liquid crystal light-adjusting/photochromic material technology; continue
to expand the application market of films to rapidly advance application in
the field of green building, automotive light-adjusting/photochromic film;
strengthen brand building, to become the most influential brand in the
fields of film materials, liquid crystal light-adjusting/photochromic glass and
multimedia commercial display.

Liu Hongwei
Chairman

20 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

BEERWR D

BUSINESS REVIEW

The 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. The 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 (iii) Smart Light-adjusting Projection System. The 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.

ITO film 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. Our ITO film customers are primarily domestic
touch-screen device manufacturers. Revenue from sales of ITO film was
RMB18,923,000 for the year ended 31 December 2018, which represented
an increase of RMB3,546,000 or 23.1%, from RMB15,377,000 for the same
period in 2017 as a result of the growth on sales volume.

Smart Light-adjusting Film is made from the integration of ITO film (which we
manufacture in-house) and polymer dispersed liquid crystals. 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. Our Smart Light-adjusting Film customers are primarily construction
companies and contractors of developers. Revenue from sales of Smart Light-
adjusting Film was RMB47,700,000 for the year ended 31 December 2018,
which represented a significant increase of RMB16,991,000 or 55.3%,
from RMB30,709,000 for the same period in 2017. The growth was mainly
attributable to the increased sales volume of Smart Light-adjusting Film
because of the strong demand in domestic market and the shift in Company’s
sales focus from Smart Light-adjusting Glass to Smart Light-adjusting Film as
the gross profit margin of the latter one was generally higher.
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MANAGEMENT DISCUSSION AND ANALYSIS

Smart Light-adjusting Glass 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. Our Smart Light-adjusting Glass customers are primarily
construction companies and contractors of developers. Revenue from sales
of Smart Light-adjusting Glass was RMB17,010,000 for the year ended
31 December 2018, which represented a decrease of RMB17,246,000 or
50.3%, from RMB34,256,000 for the same period in 2017. While we have
shifted our sales focus from Smart Light-adjusting Glass to Smart Light-
adjusting Film because of its higher gross profit margin; we changed our
strategy in the Smart Light-adjusting Glass market to opt for sales orders with
higher margin. Hence, the gross profit margin of Smart Light-adjusting Glass
greatly improved for the year ended 31 December 2018.

Smart Light-adjusting Projection System 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. Our Smart Light-adjusting Projection
System customers are primarily construction companies and commercial
users. Revenue from sales of Smart Light-adjusting Projection System was
RMB26,405,000 for the year ended 31 December 2018, which represented
a decrease of RMB2,046,000 or 7.2%, from RMB28,451,000 for the same
period in 2017. The change was primarily arising from the adoption of new
accounting standard. We provide installation services for the sale of Smart
Light-adjusting Projection System. In previous years, revenue from installation
services were bundled together with the sale of Smart Light-adjusting
Projection System. However, for the year ended 31 December 2018, the
revenue from installation services has been recorded separately. Hence,
taking into account the revenue from installation services of RMB2,319,000,
the revenue from sale of Smart Light-adjusting Projection System remained
stable compared to the same period in 2017.

Other goods and services include rendering of consulting services, installation
services and other products. The aggregated revenue from other goods and
services was RMB19,254,000 for the year ended 31 December 2018, which
represented a significant increase of RMB12,224,000 or 173.9%, from
RMB7,030,000 for the same period in 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEET R DT

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. 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 in 2015. 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 experienced growth in business during the
year ended 31 December 2018. The Group recorded a profit attributable
to owners of the Company of RMB19,788,000 for the year ended
31 December 2018, as compared to a profit attributable to owners of the
Company of RMB14,026,000 for the same period in 2017.

OUTLOOK AND PROSPECTS

Our Directors believe that, as a market participant which is active in the
technology sector, it is crucial for the business of our Group to devote
substantial resources towards research and development (including
identifying new materials and applications) which will advance or sustain its
competitiveness in light of evolving market trends and customer preferences
and needs. Further, our Directors believe that our Group’s current market
leading positions in the PRC by market share relating to its Smart Light-
adjusting Products and downstream application (namely, the Smart Light-
adjusting Projection System) is testimonial of sufficient market demand for
its products and it is an opportune time to capitalise and realise its potential
in overseas markets. As such, our Group intends to extend its footprint
to overseas markets as well as develop production lines which cater for
expected demand for its products.

The Shares of the Company were successfully listed on GEM on 21 July 2017
(the “Listing”). Our Directors believe that the net proceeds from the Listing
will provide us with additional capital to implement our future plans, which
would be conducive to increasing 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. In addition, our Directors expect the
Listing assist us to gain access to the capital market for the future growth of
our Group.

China Singyes New Materials Holdings Limited
Annual Report 2018

REERIRBERAEFHEREER &
EREAEERFEITOEERNBE FFE
REV IR MER © 3 - FE—REZWAFET
HOREFTE - BN EZEENBARTEHE
BRANEMRBEAARE ZAFRERPE
PRI o MEBMENEATRSEARER
REEERANIE T RFME S EEEN TSI
(BB MET) RAIBE=2—N\F+=A
=T —BLFERSEBER - AEEHEZ
T N\F+_A=+—HALFEHBARQRHE
BAEEEFN AR 19,788,000 M=F
— L FRBREEAABRA AN EFARE
14,026,000 7T °

AIRRRE

BAMEERA  EREBREMITENTISZ
HEZ — BREBRKRAZFE (BEHG
MR RER) BARENEBEHER - §
ENTHENTHEBEURTPRE R
Ko BRI RRFAEEOES D - it
Sh - RIFERRIE - REARKEEEF S ER
R TR (BB se # % 5 4t) B EM™
SRR - AEE B AT T IS A
HEMNRRMESEHR  LARKRILELTE
BENSINTSE NN SR - Bt - K&
B E BRI R = TS MR B R ER
PR E HEMMNFBHRHRR -

ERABRBRMR-_E—EFLtA-+—HR
GEMMIZh Em ([ £ ) - EEAEE - LA
BREFEK SEFIRHBEINE RN AR B
BUARIRETE] - A BRI IR I E T
SHRNESE]  BHRMREEZER  #W
EORMERBMNERT - BINRMANT SN
RUARTERE R BIMNIHIRTE S o Wb - ES
B - LT BB RFIEREAEATISHR
BUXBAKERRIIER



MANAGEMENT DISCUSSION AND ANALYSIS

Overseas business expansion

We conducted further research regarding market trends and customer
preferences and collected market intelligence relating to target overseas
markets. In 2018, we participated in the German International Glass
Exhibition and identified certain overseas potential customers. During the
year, we conducted active cooperation with a sizeable European company to
lay a solid foundation for the future business development of both parties.

Research and development of new materials

We have achieved technological breakthroughs in the light-adjusting film
industry. The new generation of light-adjusting film with lower haze and wider
viewing angle has been successfully put into mass production and launched
in the market during the year. In 2018, we completed the development of
automotive light-adjusting film in cooperation with foreign companies. During
the year, we successfully developed the handwriting black and white film
and started its mass production to meet the needs of the new market. In the
future, we will continue to develop new products and improve the production
process of existing products to maintain our leading position in the industry.

Application of Light-adjusting Projection System

In 2018, we have successively carried out demonstration projects for the
multimedia screen system of railway platform screen doors in different cities
in Mainland China. As the most influential brand in the market, we expect
to achieve the implementation and operation of the multimedia system
projects for platform screen doors in at least three subway lines through the
established business partnership with the subway companies and advertising
companies. Meanwhile, we will actively promote commercial applications,
such as multimedia curtain walls and multimedia vitrines, with an aim to
expand new application markets.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEET R DT

FINANCIAL REVIEW

Revenue

Our revenue was RMB129,292,000 for the year ended 31 December
2018, which represented an increase of RMB13,469,000, or 11.6% from
RMB115,823,000 for the same period in 2017. The increase was primarily
attributable to increase of RMB16,991,000 in revenue from the sales of
Smart Light-adjusting Film.

Cost of sales and Gross Profit

Our cost of sales was RMB70,089,000 for the year ended 31 December
2018, which represented a slight decrease of RMB557,000, or 0.8%, from
RMB70,646,000 for the same period in 2017. The decrease in cost of sales
mainly reflected (i) the reduction in allocated indirect costs due to increased
production capacity utilization; (ii) the decrease in unit cost of materials
resulted from increased purchase volume; and (iii) the enhanced cost control
capability because of the improved production technology.

Our gross profit increased by RMB14,026,000 or 31.0%, from
RMB45,177,000 for the year ended 31 December 2017 to RMB59,203,000
for the year ended 31 December 2018. Our gross profit margin increased
from 39.0% for the year ended 31 December 2017 to 45.8% for the year
ended 31 December 2017. The increase was mainly attributed to the
decrease in cost of sales as described above.

Selling and distribution expenses

Our selling and distribution expenses were RMB9,695,000 for the year ended
31 December 2018, which remained steady as compared to RMB9,618,000
for the same period in 2017. These mainly represented remuneration for
sales and marketing employees based on sales performances and expenses
relating to our marketing efforts in business promotion and participation in
exhibitions. As a percentage of revenue, the selling and distribution expenses
was 7.5% for the year ended 31 December 2018, which slightly decreased
from 8.3% for same period in 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

Administrative expenses

Our administration expenses were RMB20,740,000 for the year ended
31 December 2018, which represented an increase of approximately
RMB855,000, or 4.3%, from RMB19,885,000 for the same period in 2017.
For the year ended 31 December 2018, the increases in remuneration for
administrative employees (including Directors’ fee), share option expense
and research costs were partially offset by the decrease in Listing expense
as compared to the same period in 2017. As a percentage of revenue,
the administrative expenses decreased to 16.0% for the year ended 31
December 2018 from 17.2% for the same period in 2017.

Liquidity, Financial Resources and Capital Structure

Our primary use of cash is to satisfy our working capital and capital
expenditure needs. Historically, our Group’s use of cash has mainly been
financed through a combination of cash received from the sales of our
products and financial support from our Group’s related parties.

As at 31 December 2018, our Group did not have any bank borrowings.
Going forward, we believe our liquidity requirements will be satisfied using
a combination of cash generated from operating activities, bank borrowings
and proceeds from the Listing. Our Directors believe that in the long term,
our Group’s operation will be funded by internally generated cash flows and,
if necessary, additional equity and/or debt financing.

Use of Proceeds from the Listing

The Shares of the Company were listed on GEM on 21 July 2017 (the “Listing
Date”) with net proceeds received by the Company from the Share Offer in
the amount of HK$93,500,000 after deducting underwriting commission and
all related listing expenses.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEET R DT

An analysis of the utilization of the net proceeds from the Listing Date up to

31 December 2018 is set out below:

Business Strategy

Planned use of

net proceeds

as stated in the
Prospectus up to
31 December 2018

Actual

use of net

proceeds up to

31 December 2018

tHAME—E-N\F+_A=1—RLHE
RIEFRNERBERAMAN T :

Actual

balances of
proceeds up to

31 December 2018

BE-T-N\Ff
+=A=+—H BE-_T—N\E BE-T-)\f
BIEERFR +=A=+—H +=A=+—H8
SRR IE B FRRsRIEF 5/ FRiBRIER
EFERER sHEIEAER ERERER B
HK$ million HK$ million HK$ million
"aEAT BEAT BEAT
Overseas business expansion TEINETEIESR 7.0 1.2 5.8
Research and development of TR % EE R A
new materials and products 11.1 7.3 3.8
Purchase of machinery and BERAREERER
equipment for production of MR RS AR
anti-ambient screen & 6.8 4.1 2.7
Enhancement to wide ITO film BIEEITOEERE 4.3 2.1 2.2
Working capital LEES 53 5.3 —
Sales and marketing effects AR B SHE K
in the PRC BT IE 55 2.1 3.4
Project for full automation of BN EMEED
production line for EESEE
Smart Light-adjusting Products 12.0 — 12.0
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MANAGEMENT DISCUSSION AND ANALYSIS
BEENWR DT

Planned use of

net proceeds

as stated in the
Prospectus up to
31 December 2018

Actual

use of net

proceeds up to

31 December 2018

Actual

balances of
proceeds up to

31 December 2018

BE_E-N\ZF
+=A=+-—H BE_T-)\f BE_T-N\fF
BRERM +=A=+-—H +=-HA=+—H
FIFTRRRIE SRR FIERIEFEN FRSRRIERY
BETEREE sTEIERAER B ERER BRREERR
HK$ million HK$ million HK$ million
BEAT BEET BEET
Establishment and mass BURMEAERRA
production of domestic laser BN REFR RS
none cinema systems 55 — 55
Installation of extra-wide ZHRBEFANER
Production line for Smart BEAERS
Light-adjusting Products 3.0 — 3.0
Installation of fully automated TREEMIT 2
production line for pressing EBEER
of glass 3.0 — 3.0

The business strategies as set out in the prospectus of the Company dated
30 June 2017 (the “Prospectus”) were based on the best estimation of the
future market conditions made by the Group at the time of preparing the
Prospectus. The use of proceeds was applied in accordance with the actual
development of the market.

As at 31 December 2018, approximately HK$22.1 million out of the net
proceeds from the Share Offer had been used. The unused net proceeds
have been deposited in licensed banks.

The Company intends to apply the net proceeds in the manner consistent
with that set out in the Prospectus. However, the Directors will constantly
evaluate the Group’s business strategies and may change or modify plans
against the changing market condition to attain sustainable business growth
of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEET R DT

Capital Expenditure

For the year ended 31 December 2018, our capital expenditure amounted to
RMB4,553,000 (31 December 2017: RMB5,722,000) and mainly arose from
expenditures for purchase of production machinery and test equipment.

Gearing Ratio

The gearing ratio is calculated as net debt (comprises trade and bills
payables, other payables and accruals, and tax payable, less cash and cash
equivalents and pledged deposits) at the end of the respective year divided by
total equity. As at 31 December 2017 and 31 December 2018, the Group’s
total cash and cash equivalents and pledged bank balances exceeded the
total trade and bills payables, other payables and accruals and tax payable.
As such, no gearing ratio as at 31 December 2017 and 31 December 2018
was presented.

Capital Commitments

As at 31 December 2018, the Group had no capital commitments (31
December 2017: RMB55,000).

Contingent Liabilities

As at 31 December 2018, the Group had no significant contingent liabilities
(31 December 2017: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Pledge of assets

As at 31 December 2018, the Group had pledged deposits amounting to
RMB20,000 (31 December 2017: RMB1,954,000).

Significant Investments, Acquisitions and Disposals

Save as disclosed in note 25 to the consolidated financial statements headed
“Business Combination” of this announcement, the Group did not make any
material acquisition or disposal of subsidiaries and associated companies
and significant investments during the year ended 31 December 2018.

Foreign Currency Exposure

The Group’s principal businesses are located in the Mainland China and
most of the transactions are conducted in RMB. Most of the Group’s assets
and liabilities are denominated in RMB, except for those of the overseas
subsidiary in Hong Kong and the Company whose functional currency is
HK$. Foreign currency exposure mainly arises from intra-company balance
denominated in HK$ as recorded by Zhuhai New Materials. At 31 December
2018, Zhuhai New Materials recorded an amount due to the Company of
RMB63,846,000 (2017: RMB61,236,000) denominated in HK$. If RMB
strengthens/weakens against HK$ as a reasonable possible change of 5%,
the profit before tax of the Group will increase/decrease by approximately
RMB3,192,000 (2017: RMB3,062,000), correspondingly.

DIVIDEND

The Directors proposed a final dividend of HK1.2 cents per share (2017:
HKO.8 cents). The actual dividend payout ratio in each year will depend on
the actual performance of the Group, the general industry and economic
environment.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEETRE DT

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2018, we had a total headcount of 193 (2017: 147) full-
time employees. 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.

POSSIBLE RISKS AND UNCERTAINTIES FACING
THE COMPANY

The Group’s financial conditions, results of operations, businesses and
prospects may be affected by a number of risks and uncertainties. The
following are the key risks and uncertainties identified by the Group. There
may be other risks and uncertainties which are not known to the Group
or which may not be material now but could turn out to be material in the
future.

BUSINESS RISK

A number of factors may affect the business, financial conditions and/or
results of operations of the Group, major risks are summarised below.

Competition in the ITO film and Smart Light-adjusting Products
industry

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. 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 the Group accounted for only 2.1% of the ITO film market in the year
ended 31 December 2015, in the future it will have to compete with more
dominant players not only in terms of pricing and customer base, but also
when sourcing upstream products.
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MANAGEMENT DISCUSSION AND ANALYSIS

Smart Light-adjusting Products market

In the Smart Light-adjusting Products market, the Group faces competition
from other large domestic PRC manufacturers with substantial market share
as well as new entrants to the market. 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.

Other than pricing, the Company may also need to compete from the
technological perspective in order to satisfy different customer needs. Future
profitability will largely be determined by a company’s ability to offer product
customisation and optimisation.

The Company’s ability to remain competitive in the markets in which it
operates could materially affect its market share or the sales price of its
products, which could materially affect its profitability, results of operations
and business prospects.

Protection against the intellectual property rights and/or any
claims of infringement of intellectual property by third parties

The Directors believe that the protection of the Group’s 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 its success as the Group operates 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. If
the Group’s core intellectual property and know-how (whether protected by
patent or otherwise) are infringed on or leaked to its competitors, the Group’s
competitiveness and market position may be materially weakened, which may
in turn have a material adverse effect on its sales and financial performance.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEET R DT

As the Group aims to gradually increase its market presence in overseas
markets, it faces 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. 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. An
adverse determination in any such litigation or proceedings to which the
Group becomes a party could result in having to pay damages, seek licenses
from third parties, pay on-going royalties for use, redesign its products or
become subject to injunctions, each of which could prevent the Group from
carrying on some or all of its business, which could results in its customers or
potential customers deferring or limiting their purchase or use of its products.
This could materially adversely affect the Group’s business, financial
condition and results of operations.

Reliance on a single production base to manufacture the
products

The Group currently carries out its entire production process at a single
production base in the PRC which is leased from a subsidiary of Singyes
Solar, one of the Group’s controlling shareholder.

Any disruptions to the Group’s use or occupation of its production base for
whatsoever reasons (including damage caused by floods, fires, earthquakes,
typhoons and other natural disasters or matters outside the Group’s control)
may affect its ability to produce and deliver products to the customers on a
timely manner and/or in accordance with the terms of agreements entered
into with the customers. Such disruptions will materially and adversely affect
the Group’s business and operations as well as its profitability and financial
results (as efforts to restore operations following a disruption may be costly
and time-consuming).

FINANCIAL RISK

The financial risk management objectives and policies of the Group are set
out in note 32 to the consolidated financial statements.
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CORPORATE GOVERNANCE REPORT

OVERVIEW

The Board of Directors (the “Board”) recognises the importance of
incorporating elements of good corporate governance in the management
structures and internal control procedures of the Group so as to achieve
effective accountability. The Directors consider that the Company has applied
the principles and complied with all the applicable code provisions set out in
the code provisions of the Corporate Governance Code as set out in Appendix
15 of the Rule Governing the Listing of Securities on GEM (the “GEM Listing
Rules”) during the year ended 31 December 2018 and up to the date of this
report (the “Relevant Period”).

This corporate governance report (“Corporate Governance Report”) is
to outline the major principles of the Company’s corporate governance.
Shareholders of the Company are encouraged to make their views known
to the Group if they have issues with the Company’s corporate governance
and to directly raise any matters of concern to the chairman of the Board
(“Chairman”).

The following is a summary of the work performed by the Board or Board
Committees in corporate governance function during the Relevant Period:

(@)  review the Company’s policies and practices on corporate governance;

(b) review and monitor the training and continuous professional

development of the Directors and senior management of the Group;

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

(d)  review and monitor the code of conduct applicable to employees and
the Directors; and

(e)  review the Company’s compliance with the CG Code and disclosure in
the corporate governance report.
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CORPORATE GOVERNANCE REPORT
TEERHE

CODE OF CONDUCT FOR DIRECTORS’ SECURITIES EEETESxSZTAE
TRANSACTIONS

The Company has adopted a code of conduct regarding securities AAREHNERESETEFR D ZITAST
transactions by directors on terms no less exacting than the required 8] BRI BN GEM EHEBIFE5.4816E
standard of dealings as set out in Rules 5.48 to 5.67 of the GEM Listing 567 6EH 5] 2 MERX HER| o AR E MFT
Rules. The Company has made specific enquiry of all Directors and all BEREREAREEN  BEMBESCHERAFES
Directors confirmed that they have complied with the required standard of REEPEA—EETARRREMACEBES
dealings and the code of conduct regarding directors’ securities transactions BHERGH AT HERRITHASFA
adopted by the Company during the Relevant Period.

BOARD OF DIRECTORS BEEE

Board Composition EEEAEK

During the Relevant Period, the composition of the Board is as follows: RIERAEARE - EFE 2HEKIT ¢
Executive Directors BITES

Mr. Sun Jinli (Chief Executive Officer) BB E (TTHAERE)
Mr. Zhao Feng izl c3te

Mr. Zhang Chao oRERSCAE

Mr. Tang Liwen BN XA
Non-Executive Director FMITES

Mr. Liu Hongwei (Chairman) BUATHE SR A (F /)
Independent Non-Executive Directors BIAHPITES

Mr. Lee Kwok Tung Louis FRREE

Mr. Wei Junfeng WEREAE

Dr. Li Ling ESTaihn
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CORPORATE GOVERNANCE REPORT

During the year ended 31 December 2018, two Board meetings and one
annual general meeting were held and the attendance of each director is set
out as follows:

EEERRSE

BE_T-/\F+_A=1—RHLFE ~&
BABITMAEEEERR —RBERBAFRE
UREEFEZHFERASIMNT -

Attendance
HE

Board meetings  Annual general meeting
Name of Directors EEla EEEER BREEXE
Executive Directors BITES
Mr. Sun Jinli BReit 5/5 0/1
Mr. Zhao Feng sl tas) 5/5 1/1
Mr. Zhang Chao REBISTAE 5/5 0/1
Mr. Tang Liwen B 5/5 0/1
Non-Executive Director EHITES
Mr. Liu Hongwei eI e 5/5 11
Independent Non-Executive Directors ~ BIIFEHITES
Mr. Lee Kwok Tung Louis ZERAE 5/5 1/1
Mr. Wei Junfeng IR E 5/5 0/1
Dr. Li Ling E3T A 5/5 0/1

During the Relevant Period, the Board has complied with the requirements
of the GEM Listing Rules to have at least three independent non-executive
Directors who represent more than one-third of the Board and with at least
one of whom possesses appropriate professional qualifications or accounting
or related financial management expertise pursuant to Rule 5.05 of the GEM
Listing Rules.

The Board has received from each Independent Non-Executive Director
(“INED”) a written annual confirmation of his independence pursuant to Rule
5.09 and 5.10 of the GEM Listing Rules, and the nomination committee of
the Company (the “Nomination Committee”) has assessed the independence
of each INED and the Company considers that each of their independence is
in compliance with 5.05(1) and 5.05(2) and 5.05A of the GEM Listing Rules
as at the date of this report. Each INED will inform the Company in writing as
soon as practicable if there is any change of circumstances which may affect
his independence. The Directors do not have financial, business, family or
other material/relevant relationships with each other.
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After annual assessment by the Nomination Committee, the Board considers
the current structure, size and composition of the Board is performing a
balanced and independent monitoring function on management practices
to complement the Company’s corporate strategy. The Directors and their
biographical details as at the date of this report are set out on pages 73 to 80
of this report.

CHAIRMAN AND CHIEF EXECUTIVE

The positions of Chairman and Chief Executive Officer are held by Mr. Liu
Hongwei and Mr. Sun Jinli respectively. The Chairman provides leadership
and is responsible for the effective functioning and leadership of the Board.
The Chief Executive Officer focuses on the Company’s business development
and daily management and operations generally. Their respective
responsibilities are clearly defined and set out in writing.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The current Articles of Association of the Company (the “Articles”) provide
that at each annual general meeting, one-third of the directors for the time
being shall retire from office by rotation and that every director shall be
subject to retirement by rotation at least once every three years.

All of the Non-Executive Director and Independent Non-Executive Directors
are appointed for a specific term of three years from 21 July 2017 but they
are subject to retirement by rotation and re-election at the annual general
meeting in accordance with the Articles. Each independent non-executive
director is required to inform the Company as soon as practicable if there is
any change that may affect his independence and must provide an annual
confirmation of his independence to the Company. Up to the date of this
report, no independent non-executive director has served the Company more
than 9 years.
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DIVISION OF RESPONSIBILITIES BETWEEN THE
BOARD AND MANAGEMENT

While the Board is responsible for directing and approving the Group’s overall
strategies, the Group also has formed management teams in its business
areas, comprising both the Executive Directors and senior officers of the
Group, with authority and responsibility for developing and exercising both
operational and non-operational duties. The management team members of
the Group have a wide range of skills, knowledge and experience necessary
to govern the Group’s operations. All management team members are
required to report directly to the Chairman on a regular basis to report
business performance and operational and functional issues of the Group.
This will allow the Group’s management to allocate resources more efficiently
for its decision-making and facilitate its daily operations.

The Board and the Group’s management fully appreciate their respective
roles and are committed to corporate governance. The Board is responsible
for overseeing the processes by which the management identifies business
opportunities and risks. The Board’s role is not to manage the day-to-day
business operations of the Group and the responsibility of which remains
vested in the management.

The Board has set up formal procedures for the Board’s decisions. Matters
which the Board considers suitable for delegation to its committees
are contained in the specific terms of reference of its committees. The
terms of reference clearly define the powers and responsibilities of the
Board Committees. In addition, the Board will receive reports and/or
recommendations from time to time from the Board Committees on any
matter significant to the Group.

AUDIT COMMITTEE

The Company has established the Audit Committee on 21 July 2017 in
compliance with Rule 5.28 of the GEM Listing Rules. Among other things,
the primary duties of the Audit Committee are to review and supervise the
Company’s 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.
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The Audit Committee consists of three independent non-executive Directors,
namely Mr. Lee Kwok Tung Louis, Mr. Wei Junfeng and Dr. Li Ling. Mr. Lee
Kwok Tung Louis is the chairman of the Audit Committee.

During the year ended 31 December 2018, five meetings of the Audit
Committee were held to review the Group’s quarterly, half-yearly and annual
financial results. Three of the meetings were attended by the Company’s
external auditor so that the members of the Audit Committee could exchange
their views and concerns on the financial reporting process of the Group with
the auditor.
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No. of Audit Committee
Meetings attended/held

BZZEEE
Name of Directors EENS EEHE T BITRE
Mr. Lee Kwok Tung Louis (Chairman) TR E (EE) 5/5
Mr. Wei Junfeng MEREE 5/5
Dr. Li Ling E3S 5/5

The Audit Committee has reviewed the accounting principles and practices
adopted by the Group and discussed the financial reporting matters
with senior management and the auditors of the Company relating to the
preparation of the audited consolidated financial statements of the Group
for the year ended 31 December 2018. This report has been reviewed by
the Audit Committee, which was of the opinion that the preparation of such
results complied with the applicable accounting principles and practices
adopted by the Group and that adequate disclosure has been made.

The Audit Committee has also reviewed the effectiveness of internal controls
for the year ended 31 December 2018. Such review covered financial,
operational and compliance controls and risk assessment of the Group. The
Board was satisfied that the effectiveness of the internal controls of the Group
had been properly reviewed by the Audit Committee.
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REMUNERATION COMMITTEE

The Company has established the Remuneration Committee on 21 July
2017 with written terms of reference in compliance with Rules 5.34 and
5.35 of the GEM Listing Rules. The primary duties of the Remuneration
Committee are, among other things, to make recommendations to the 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 level of
remuneration and compensation is appropriate.

The Remuneration Committee consists of three independent non-executive
Directors, namely, Mr. Wei Junfeng, Mr. Lee Kwok Tung Louis and Ms. Li
Ling. Mr. Wei Junfeng is the chairman of the Remuneration Committee.

During the year ended 31 December 2018, the Remuneration Committee
held a meeting to approve the remuneration packages and performance
bonuses for the Directors and senior management of the Company after
reviewing of the remuneration policy and structure of the Directors and senior
management of the Group and assessment of individual performance of
each.
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No. of Remuneration Committee
Meetings attended/held

Name of Directors EENA FNEEEEELE BT
Mr. Wei Junfeng (Chairman) MEEREA(F/E) 11
Mr. Lee Kwok Tung Louis R E 1/1
Dr. Li Ling ST 1/1

NOMINATION COMMITTEE

The Company has established the Nomination Committee on 21 July 2017
with written terms of reference in compliance with paragraph A.5.2 of the
Corporate Governance Code and Corporate Governance Report as set
out in Appendix 15 of the GEM Listing Rules. The primary function of the
nomination committee is to make recommendations to the Board and senior
management regarding appointment of Directors and candidates to fill
vacancies on the Board and senior management team.
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The Nomination Committee consists of three members, including one non-
executive Director, namely, Mr. Liu Hongwei and two independent non-
executive Directors, namely, Mr. Wei Junfeng and Ms. Li Ling. Mr. Liu
Hongwei is the chairman of the Nomination Committee.

During the year ended 31 December 2018, the Nomination Committee held
a meeting to review the structure, size and composition of the Board and
concluded that members of the Board have possessed the expertise and
independence to carry out the Board'’s functions and responsibilities.
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Name of Directors
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No. of Nomination Committee
Meetings attended/held
REEETERLE BITRE

Mr. Liu Hongwei (Chairman) BIATHES HE (F /)

Mr. Wei Junfeng HE®RLE
Dr. Li Ling FR1ELT
TRAINING

Pursuant to Code Provision A.6.5 of the CG Code, all Directors should
participate in continuous professional development to develop and refresh
their knowledge and skills. This is to ensure their contribution to the Board
remains informed and relevant. During the year ended 31 December 2018,
all Directors participated in appropriate continuous professional development
activities by ways of attending training and/or reading materials relevant to
the Company’s business or to the Directors’ duties and responsibilities.
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Reading regulatory

updates and

EEERRSE

Attending professional

briefings/seminars/

conferences relevant

to directors’ duties,

regulatory updates

Reading materials and business

relating to business H B RFE SRS -

directors’ duties and industry BEHTEENR
HEREREEH BERARAEER EBNEEGRE
B REERR TTEMEE watE =i
Executive Directors BITES
Mr. Sun Jinli BRerit v/ v/ v/
Mr. Zhao Feng HEIE A v/ v/ v/
Mr. Zhang Chao RiEBEAE v/ v/ v/
Mr. Tang Liwen B v v v
Non-Executive Director EMITESE
Mr. Liu Hongwei RIATHESE v v v
Independent BIERITES
Non-Executive
Directors
Mr. Lee Kwok Tung Louis TR AE v v v
Mr. Wei Junfeng RERTE v v v
Dr. Li Ling FRELT v/ v/ v/
Company Secretary ATIHWE
Ms. Lau Wai Han AEmL L v/ v/ v
COMPANY SECRETARY ATRE

Ms. Lau Wai Han was appointed as the company secretary of the Company
on 23 June 2017. Please refer to the section headed “Biographical details
of Directors and Senior Management” of this report for her biographical
information.

During the year ended 31 December 2018, Ms. Lau has confirmed that she
has taken no less than 15 hours of relevant professional training.

REMLETR_T—tF AT =AEZRT
ABRRBZARME BHEEIRTZBEE
B B2EARE [EE ke fEBECRRE
E=2 = i

HE—T— )\¢+ A=t+—HILFE - 8%
TERRBEEEZ AL RIGE/NE 2 HEE
E 3l

Bl A EHERBR AR
“E-N\EFEERE



CORPORATE GOVERNANCE REPORT
ERERRE

FINANCIAL REPORTING

The management provides to the Board explanation, information and regular
updates of the Company’s performance, financial position and prospects to
enable the Board to make an informed assessment of the financial and other
information put before the Board for approval.

The Directors acknowledge their responsibilities (as set out in the
Independent Auditor’s Report) for preparing the financial statements of
the Group that give a true and fair view of the state of affairs of the Group.
The Board was not aware of any material uncertainties relating to events
or conditions that might cast significant doubt upon the Group’s ability to
continue as a going concern and the Board has prepared the consolidated
financial statements on a going concern basis. The responsibility of the
external auditor is to form an independent opinion, based on their audit, on
those consolidated financial statements prepared by the Board and to report
their opinion to the shareholders of the Company. A statement by auditor
about their reporting responsibility is set out in the independent auditor’s
report on pages 100 to 108.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for the Group’s risk management and internal
control system and reviewing its effectiveness on a periodic basis, at least
annually. The review covers all material controls, including but not limited to
financial, operational, and compliance controls. During the year ended 31
December 2018, the Board assessed and reviewed the risk management
policies and measures and internal control procedures of the Group. The
Group has also engaged external independent professionals to review its risk
management and internal control systems. Our Directors considered them
effective and adequate, and further enhance the Group’s risk management
and internal control systems as appropriate.

There is currently no internal audit function within the Group. The Board has
reviewed the need for an internal audit function and is of the view that in light
of the size, nature and complexity of the business of the Group, it would be
more cost effective to appoint external independent professionals to perform
internal audit functions for the Group as the need arises. Nevertheless, the
Board will continue to review the need for an internal audit function annually.
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AUDITOR’S REMUNERATION

During the year ended 31 December 2018, the fees paid/payable for the
services provided by the Company’s auditor are set out as follows:

EEERRSE

BTN &

RBZE-T-N\E+-A=+-BLEE B
RATRBETRL Y BHON,/ BN B RS
T

Fees paid/payable

Services rendered FriR AR TS et FEftER
Statutory audit services TETEAZEARTE RMB1,500,000
AR ¥ 1,500,000 70

Non-audit services IERZBARTS RMB250,000
AR# 250,000 7T

SHAREHOLDERS’ RIGHTS

Communication with Shareholders

The Board recognises the importance of effective and on-going
communications with Shareholders and continues to act in the best interests
of the Company and its shareholders. The Company keeps Shareholders and
investors informed of its business performance and strategies by adopting a
transparent and timely disclosure policy which complies with the GEM Listing
Rules and provides all Shareholders equal access to such information. The
Company also publishes all documents on the Company’s website.

The annual general meeting of the Company (the “AGM”) also provides a
forum for the Board to dialogue and interact with the Shareholders directly.
The Directors and the committee members are available to answer questions
during the AGM. Notice of AGM, annual report, financial statements and
related papers were posted to Shareholders for their consideration at least 20
clear business days prior to the AGM.

At each general meeting, the chairman of the meeting proposes individual
resolutions in respect of each substantially separate matter. All matters at
the Company’s general meetings are resolved by poll and the procedures for
conducting a poll will be explained at the meeting. Independent scrutineer
will be engaged to ensure all votes at general meeting are properly counted.
Poll vote results will be posted on the websites of the Company and HKEX in
a timely manner.
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AGM proceedings and policies regarding Shareholders’ communication of the

Company are continually reviewed in the light of corporate governance best

practices.

Set out below is a summary of certain rights of the shareholders of the

Company.

(a)

(b)

Convening of general meeting on requisition by shareholders

Members holding at the date of deposit of the requisition not less than
one-tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all times have
the right, by written requisition to the Company’s registered office in
Bermuda at Clarendon House, 2 Church Street, Hamilton, HM11,
Bermuda and its principal office in Hong Kong at Unit 3108, 31/F,
China Merchants Tower, Shun Tak Centre, 168-200 Connaught Road
Central, Hong Kong for the attention of the Board or the Secretary
of the Company, to require a special general meeting to be called
by the Board for the transaction of any business specified in such
requisition; and such meeting shall be held within three (3) months
after the deposit of such requisition. If within twenty-one (21) days of
such deposit the Board fails to proceed to convene such meeting the
requisitionists themselves may do so in accordance with the provisions
of Section 74(3) of the Companies Act 1981 of Bermuda.

Procedures for putting forward proposals at a Shareholders’ meeting

Pursuant to the Companies Act 1981 of Bermuda, either any number
of the shareholders holding not less than one-twentieth (5%) of the
total voting rights of all the shareholders of the Company, or not less
than one hundred of such shareholders, can request the Company
in writing to (a) give to shareholders entitled to receive notice of the
next general meeting notice of any resolution which may properly be
moved and is intended to be moved at that meeting; and (b) circulate
to shareholders entitled to have notice of any general meeting any
statement of not more than one thousand words with respect to
the matter referred to in any proposed resolution or the business
to be dealt with at that meeting. The requisition signed by all the
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requisitionists must be deposited at the Company’s registered office 2% AETER(WAZAZRA
in Bermuda at Clarendon House, 2 Church Street, Hamilton, HM11, %IJZEF_.:@)K%';E THI7 ﬂjé(ﬁi%ffﬂ
Bermuda and its principal office in Hong Kong at Unit 3108, 31/F, HEMEFE)RgR b g CRAN/NG|
China Merchants Tower, Shun Tak Centre, 168-200 Connaught Road B’q‘ﬁ%ﬁﬁ?ﬂﬁﬂ#%m(ﬂ’ﬂijt)?%(llarendon

Central, Hong Kong for the attention of the Board on the secretary of
the Company, with a sum reasonably sufficient to meet the Company’s
relevant expenses and not less than six weeks before the meeting in
case of a requisition requiring notice of a resolution and not less than
one week before the meeting in the case of any other requisition.
Provided that if an annual general meeting is called for a date six
weeks or less after the requisition has been deposited, the requisition
though not deposited within the time required shall be deemed to have
been properly deposited for the purposes thereof.

House, 2 Church Street, Hamilton,
HM11, Bermuda) R EEHB F EPF R
(Ml BB ETFEEF 168 = 200 5 (512
RO B AEILEII0BE ) ERXA
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EIWFﬁEJHQ%QEk@ AR ERHMARE
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(c)  Enquiries to the Board (c) [FEFSEH
Shareholders may put forward enquiries to the Board in writing to BRAIMEESEARNTNEENEE
the principal office of the Company in Hong Kong or, in the event the MEERRE@MER ° HMAR TR
Company ceases to have such a principal office, the registered office TEARBEEREE - M EEA
specifying the objects of the enquiries. HAERER -
Enquiry Contact: EREE AR
By email: IR@syeamt.com B : IR@syeamt.com
By post: Unit 3108, 31/F, BE BB
China Merchants Tower, FFEEF 168 = 20055
Shun Tak Centre, Bl
168-200 Connaught Road Central, BERNE
Hong Kong 3113108 E
Attention: Public Relationship WA« REEIEED
CONSTITUTIONAL DOCUMENTS BEEXH

ESVTHABARRZEEXMHRBE_F
“NFE+ZA=t+—HIFEEENERE
) o

The Board is not aware of any significant changes in the Company’s
constitutional documents during the year ended 31 December 2018.
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RIS - HENRERWE

INTRODUCTION AND ENVIRONMENTAL, SOCIAL
AND GOVERNANCE POLICIES

This Environmental, Social and Governance Report (the “ESG Report”)
summarizes the environmental, social and governance (“ESG”) initiatives,
plans and performance of China Singyes New Materials Holdings Limited
(the “Company”, together with its subsidiaries, “the Group”, or “we”), and
demonstrates its commitments to sustainable development.

The Group entered the sector of optical film materials with a high starting
point, high input and high standards in 2010, and is principally engaged in
the research and development, manufacture and sales of indium tin oxide
(ITO) film, Smart Light-adjusting Film, Smart Light-adjusting Glass and Smart
Light-adjusting Projection System. The Group has production factories and
clean factories in Zhuhai, China, with a gross floor area of 10,000 m? and
4,000 m?, respectively. The ITO films produced are mainly used in modern
industry such as electronic display screens, flat panel displays and touch
screens products; while Smart Light-adjusting Film and Smart Light-adjusting
Glass are widely used in commercial, residential, healthcare and hospitality
industries, they can also be applied in various fields such as construction and
decoration, automobile and new energy.

We possess excellent talent team and the most advanced production
equipment in pursuit of high quality. We are the first domestic light-adjusting
products manufacturer with an integrated ITO substrate-polymer dispersed
liquid crystals (PDLC)-Roll to Roll production line, and the only manufacturer
capable of producing from upstream to downstream with a commitment to
provide products with highest quality to customers. We endeavor to satisfy
the needs of every client, listen to them and assist them in breaking through
difficulties, as well as improve and make innovations constantly with hard
work and wisdom to lead the industry trend. The Group is a corporate that
attaches great importance to environmental protection and sustainable
development, and committed to balancing the development and interests of
all parties. While building a corporate culture that cares for both employees
and the society, we continue to develop products that are environmentally
friendly, energy-saving and sustainable. We strictly comply with laws and
regulations, safeguard intellectual property rights, abide by the management
philosophy of honesty and integrity, and work with employees and all parties
in the society to create a harmonious and civilized society with sustainable
development.
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ENVIRONMENTAL SOCIAL AND GOVERNANCE REPORT

The ESG Governance Structure

The Group has established the ESG Taskforce (the “Taskforce”). The
Taskforce comprises core members from different departments of the Group
and is responsible for collecting relevant information on our ESG aspects
for the preparation of the ESG Report. The Taskforce regularly reports to
the Board, assists in identifying and evaluating the Group’s ESG risks and
the effectiveness of the internal control mechanisms. The Taskforce also
examines and evaluates our performances in different aspects such as
environment, safety production, labour standards and product responsibilities
in the ESG aspects. The Board sets up a main direction for the Group’s ESG
strategies, ensuring the effectiveness in the control of ESG risks and internal
control mechanisms.

Reporting Scope

This ESG Report mainly covers the environmental and social policies of the
Group’s principal businesses in Mainland China and its environmental and
social performance during the year ended 31 December 2018. The key
performance indicators disclosed in this ESG Report focus on the Group’s
production headquarters in Zhuhai. The Group will gradually incorporate
other subsidiaries into the disclosure of environmental information. For details
of corporate governance, please refer to the Corporate Governance Report in
our annual report.
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Reporting Framework

The ESG Report is prepared in accordance with the Environmental, Social
and Governance Reporting Guide under Appendix 20 of the GEM Listing
Rules of the Stock Exchange of Hong Kong Limited (the “ESG Reporting
Guide” or “Reporting Guide”).

Report Period

This ESG Report describes the ESG activities, challenges and measures
taken by the Group during the year ended 31 December 2018 (the “Reporting
Period”).

Stakeholder Engagement

The Group has engaged its employees from different divisions in the
preparation of the ESG Report to help better understand where it is in terms
of its environmental and social performance. The information collected not
only summarizes the environmental and social initiatives of the Group during
the Reporting Period, but also forms the basis of our short-term and long-
term strategy of sustainable development. The Group communicates with
its major stakeholders (including investors and shareholders, employees,
customers, government and regulatory authorities, communities, non-
governmental organizations (“NGOs”) and the media) through different
channels. The channels of communication between the Group and its major
stakeholders are as follows:
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Major Stakeholders

Investors and Shareholders

Employees

Customers

Suppliers

Government and

Regulatory Authorities

Communities, NGOs,
and the Media

In formulating operation strategies and ESG measures, the Group takes into
account the stakeholders’ expectations and strives to improve its performance
through mutual cooperation with stakeholders, creating greater value for the

community.

ENVIRONMENTAL SOCIAL AND GOVERNANCE REPORT
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Communication Channels

Annual General Meetings

Annual Reports and Interim Reports

Announcements and Circulars

Investor Conferences

Employee Opinion Surveys

Channels for Employees Feedback
(forms, suggestion box, etc)

Employee Newsletter and Broadcasting

Intranet

Customer Satisfaction Surveys and
Feedback Forms

Customer Service Center

Customer Service Manager

Supplier Management Conferences and
Events

Supplier On-site Audit Management System

Regular Conferences
Regular Performance Reports
On-site Inspections

Environmental, Social and Governance Reports

Public or community activities and
Partner Programs for different topics
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MATERIALITY ASSESSMENT

We value the opinions of our stakeholders and identify and determine
important issues that will be included in this ESG Report through feedback
from relevant stakeholders. The following table shows the important issues
identified and their relation to ESG Guide:

EEHIRETE

BAERF[OENER - WRBHEERHNEN
EERAHNMNEEEEESEAREANER
w c ERREANERZE LR EERE
SRERIESINBE - FR TR

Reporting Guide The ESG material aspects of the Group
eS| FEERE - HERELAEELHIE

A. Environmental

R

Al.  Emissions Exhaust Gas Emissions
W RERBFRL
Greenhouse Gas Emissions
R RESEER
Sewage Discharge
TIREERL
Waste Management

EEYIRRIE

A2.  Use of Resources Electricity Management
BIRER AEEE
Water Management
AKER
Use of Packaging Material
B RHE B

A3.  The Environment and Working Environment

Natural Resources TIERIR
RIERKAER
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The ESG material aspects of the Group

RIR - e RER®RE

wEESI AEERE HERELEELHE
B.  Social
HE

B1. Employment
=E

B2. Health and Safety
fEpReaL 2

B3. Development and Training
R NI

B4. Labour standards
BT

B5.  Supply Chain Management
HEEER

B6. Product responsibility
EmBE

B7.  Anti-corruption
R&5

B8.  Community Investment
HERRE

Recruitment

AT 188

Remuneration and Promotion
FNEE A

Benefits and Welfares

B AR T

Equal Opportunities
TEe

Safety Production Management
ZEAEER

Safety Education

ZEHE

Emergency Management
JE=E TR

Development and Training

TR RIE

Labour Standards
45 TR

Supply Chain Management
HEEER

Quality Control

mEEH

Customer Service

B R

Privacy Protection

BALRE

Protection for Intellectual Property Rights
EEMERGE

Advertising and Labelling

BE RITE

Anti-corruption
RER

Social Responsibility Education
HeEEHE
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The Group confirmed that it has established appropriate and effective
management policies and control systems for ESG issues and confirmed
that the disclosed contents are in compliance with the requirements of the
Reporting Guide for the year ended 31 December 2018.

CONTACT US

For more detailed information about the environment and corporate
governance of the Company, please refer to our official website (http://www.
syeamt.com/index.html) and Annual Report. If you have any opinions or
suggestions, please feel free to contact us by:

Tel: (852) 2548 8375
Email: IR@syeamt.com

A. ENVIRONMENTAL
Al. Emissions

General Disclosure and Key Performance Indicators (“KPIs”)

As a responsible company, the Group actively fulfills the
environmental responsibility of corporate citizens and works with
the community to improve the environment. The Group adheres
to the strategy of sustainable development during the operation,
attaches importance to good environmental management and
strives to protect the environment in order to fulfill the Group’s
commitment on social responsibility.
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The Group regularly follows the latest national and regional
environmental protection laws and regulations, thereby focusing
on strengthening environmental protection measures in order to
comply with relevant local government laws and regulations and
fully implement environmental policies. The Group complies with
applicable laws and regulations. We strictly comply with relevant
laws and regulations, including “Environmental Protection Law of
the People’s Republic of China”, “Law of the People’s Republic
of China on the Prevention and Control of Atmosphere Pollution”,
“Water Pollution Prevention and Control Law of the People’s
Republic of China”, and “Law of the People’s Republic of China
on the Prevention and Control of Environmental Pollution by
Solid Wastes”.

For the environmental performance, this ESG Report mainly
focuses on the impacts of the Group’s offices on the environment
in the daily operation and related measures. In addition, we
have formulated relevant environmental management systems
and procedures to regulate the small amount of greenhouse gas
(*GHG”) and non-hazardous waste generated in the operation.

During the Reporting Period, the Group did not have any
violations of relevant local environmental laws and regulations
in relation to exhaust gas and GHG, emissions, water and land
discharge, and the generation of hazardous and non-hazardous
waste that have a significant impact on the Group.

Exhaust Gas Emissions

In terms of gas emissions, although the Group’s production lines
do not involve direct air pollutant emissions, the solid pollutants
produced during the raw materials mixing process will release
traces of volatile organic compounds. We conduct regular
monitor to ensure that the emission intensities are lower than the
emission limits in relevant standards.
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During the Reporting Period, the concentration of volatile organic
compounds released by the Group was 1.72 mg/m3.

Greenhouse Gas Emissions

The operation of production machines consumes electricity, and
GHG are emitted from the generation of purchased electricity.
The Group’s GHG emissions mainly derived from indirect GHG
emissions generated from purchased electricity (Scope 2).
The Group actively takes environmental protection measures
to reduce GHG emissions, which are set out in the section
headed “Electricity Management” in Section A2. The Group also
requires employees to possibly replace unnecessary overseas
business trips with video conferences so to reduce their carbon
footprint. In addition, we have posted notices and posters with
green information in offices to disseminate best practices of
environmental management. Through these GHG emission
mitigation measures, employees’ awareness of reducing GHG
emissions has been raised.

The total GHG emissions of the Group during the Reporting
Period was 374.63 tCO,e!, and the emission intensity? was
approximately 124.88 tCO.e per production line.
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Notes:

ENVIRONMENTAL SOCIAL AND GOVERNANCE REPORT

The GHG emissions data is presented in terms of carbon dioxide
equivalent and are based on, but not limited to, “The Greenhouse Gas
Protocol: A Corporate Accounting and Reporting Standards” issued
by the World Resources Institute and the World Business Council for
Sustainable Development, the latest released emission factors of China’s
regional power grid basis, “Global Warming Potential Values” from the
IPCC Fifth Assessment Report, 2014 (ARS), and “How to Prepare an
Environment, Society and Governance Report? — Appendix Il: Reporting
Guidance on Environmental KPIs” issued by Hong Kong Stock Exchange.

As of 31 December 2018, the Group had a total of 3 production lines.
This data is also used to calculate other intensity data.

Sewage Discharge

Our products such as Smart Light-adjusting Glass, require water
for cleaning during production. To reduce the impact of sewage
generated during the cleaning process on the environment,
the Group has established a sewage treatment system with
sedimentation function to separate impurities from water. The
impurities are collected and landfilled by qualified agencies,
and the water is discharged to relevant agencies for further
processing. As the impurities in the sewage have been separated
and the water does not contain other chemicals, the Group does
not produced any water pollutants.
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Waste Management

Non-hazardous wastes, such as dust-free paper and glass are
generated from the Group’s production process. In order to
reduce waste, we adhere to the principle of reusing through
applying the used dust-free paper in cleaning floor and
transporting to a qualified unit for incineration after second
use. In addition, some waste glass will be cut into small pieces
and used as windscreens for the blasting process, while the
remaining non-reusable glass will be collected and discarded
to landfill by qualified agencies. The Group’s factories and
offices also produce general daily waste. We have adopted
various measures, such as using recyclable toner cartridges,
replacing disposable batteries with rechargeable ones, not only
reduce waste, but to also minimize harm of wastes disposal
to the environment. The Group also strives to reduce paper
consumption during daily office operation. For example, we have
fully adopted the Office Automation System to replace the paper
system for office administration purposes. To reduce the landfill
volume of paper, we also set a recycling station in the office to
collect waste paper, letters and envelopes. Through these waste
reduction measures, employee’ awareness of waste reduction
has been increased.

In addition to non-hazardous wastes, the Group will generate
a small amount of hazardous wastes during the production
process, including waste organic solvents, waste mineral oil, oily
waste, paint-containing dye waste and waste empty barrels. The
Group has strictly complied with the requirements under the
regulations to entrust qualified units to collect and dispose all
hazardous wastes so as to avoid any harm to the environment.
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