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2021 ANNUAL RESULTS ANNOUNCEMENT

The board (the "Board”) of directors (the “Directors”) of SANVO Fine Chemicals
Group Limited (the “Company”) hereby announces the audited consolidated results
of the Company and its subsidiaries (collectively, the “"Group”) for the year ended
31 December 2021. This announcement contains the full text of the annual report
of the Company for the year ended 31 December 2021 and complies with the
relevant requirements of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) in relation to information to
accompany preliminary announcement of annual results.
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FINANCIAL SUMMARY BT

For the Year Ended 31 December
BE+t-A=t-HLEE

20 2019

RMB'000 RMB’000 RMB’000 RMB’000 RMB'000
AREFT ARBTT ABBTT ARETT ARETT

Revenue Yz 983,107 839,989 814,016 769,171 669,274
Gross profit E7 261,923 268,943 224,532 185,812 152,936
Gross profit margin ERf % 26.6% 32.0% 27.6% 24.2% 22.9%
Profit before income tax BRAEF AR T 15,808 73,661 26,724 27,526 24,339
Profit for the year FRER 14,015 65,820 23,935 22,734 20,406
Listing expenses 15 — — 12,753 8,549 3,129

As at 31 December

Rt=A=t-H

2019

RMB'000 RMB’000 RMB’000 RMB’000 RMB'000
AREFT ARBTT ABRTT AEBTT ARETT

Total assets EEBE 717,963 665,108 410,053 345,109 394,848
Total liabilities AEEE (485,499) (438,399) (325,477) (317,336) (313,892)
Total equity EnEE 232,464 226,709 84,576 27,773 80,956
Note: Wi
The summary of the consolidated results and financial position of SANVO Fine ZHBCEEERAT ([XAATIH[ZMELX]) REMBRR (5K
Chemicals Group Limited (the "Company” or “SANVO Fine Chemicals”) and its BIAEE)BEE-_T—+ER T N\FE+-_A=+—BILtEE
subsidiaries (collectively, the “Group”) for the years ended 31 December 2017 ZHEARXERBERABERAEARA R —_E—NAFE+-_A=-++tH
and 2018 are extracted from the Company’s prospectus dated 27 December HEEER((BRER]) -

2019 (the “Prospectus”).

ANNUAL REPORT 5
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CHAIRMAN'S
STATEMENT

The Group’s profitability was under great pressure in 2021, mainly
due to the decrease in gross profit margin. During 2021, the State
Council of the People’s Republic of China (the “PRC”) made a
major strategic decision to exert exira efforts to address domestic
and international resource and environmental issues and achieve
carbon peak and nevutrality targets. In addition, the resource
restrictions and power supply crunch in China affected more than
ten provinces in the country. The Group’s upstream suppliers are
highly sensitive to government policies in terms of product pricing.
Given raw materials represented a significant proportion of the
Group’s cost of sales, the increase in the costs of raw materials had
a negative impact on the Group’s performance. Although the gross
profit margin was under pressure, the Group recorded a profit after
tax of approximately RMB14,000,000 (equivalent to approximately
HK$17,000,000) in 2021.

6

During 2021, the management actively improved and
strengthened the operating structure and created
better operating conditions. The highlights are as follows:

— Increased efforts and investment in market expansion
and recorded a revenue of approximately
RMB980,000,000, representing an increase of
approximately 17%.

—  Successfully acquired Dechem Group and its
wholly-owned industrial land of 100,000 sg.m.
in Puyang City, Henan Province, the PRC, for
expanding market in Central China, facilitating
logistic arangements, and increasing production
capacity, storage and supply.

— A new ERP system has been put into operation in
phases. In addition to the general management
process, the system focused on strengthening online
and offine management and big data analysis,
including customer relationship management(CRM),
product life cycle management (PLM), raw material
price analysis management, human resources
management (labeled falents profile management)
and U Order (B2B sales operation platform), etc.

The market will become highly competitive again
under the new normal of the pandemic. In the coming
year, the Group will continue its efforts in market
development, product optimization, focus on upstream
cost control and expand raw material reserve capacity.

ANNUAL REPORT

The Group proposed a final dividend of HK3.0 cents per
ordinary share for FY2021. It is the third consecutive year
of dividends since our listing.

Finally, on behalf of SANVO Fine Chemicals, | would like
to express my heartfelt appreciation to our shareholders,
customers, suppliers, employees and management
team for their supports in the past year. | am confident
that SANVO Fine Chemicals will continue to create
greater value for our shareholders and mitigate the
negative impact of infernational uncertainties.

Thank you for your support.

Chen Bingaiang
Chairman

Guangdong, China 28 March 2022
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK
Principal business

The Group is an established fine industrial chemical products
manufacturer based in the People’s Republic of China (the “PRC").
The Group focuses principally on the manufacture, research and
development, and sale of a diversified portfolio of fine industrial
chemical products, which can serve a range of purposes, including
as hardware and building materials and towards aufomotive
maintenance. The Group's products can be broadly categorised info
the following segments: (i) aerosols, (i) organic silicone adhesives, (iii)
synthetic adhesives and (iv) other miscellaneous products such as
architectural coatings, oil products and wood paints.

The Group has two principal lines of business operations, namely the
manufacture and sale of fine industrial chemical products: (i) under
the brands of “SANVO =#" and “FullTeam % H" and (i) on an
original equipment manufacturing (“OEM”) basis whereby products
are manufactured in accordance with the customer’s design and
specification and are marketed under the customer’s brand name.

For FY2021, the Group’s fotal production output was approximately
57,400 tonnes as compared to FY2020 of approximately 54,800
tfonnes. Aerosols related products remain as the major revenue
source of the Group which accounted for over approximately 61.1%
of the Group's total revenue for FY2021 (FY2020: 63.1%).

Information on employees

As at 31 December 2021, the Group had 1,078 employees (31
December 2020: 957), including the executive Directors. The Group's
total employee benefit expenses (including Directors’ remuneration
and salaries in research and development expenses) were
approximately RMB117,813,000 for FY2021 (FY2020: RMB89,560,000).
Employee benefit expenses comprised of (i) salaries, allowances and
benefits in kind, (i) discretionary bonus, and (iii) retirement benefit
scheme contributions.

Business overview

For FY2020, the outbreak of COVID-19 had a significant impact
on global and regional economy. The Group'’s sales activity was
affected in the 1st quarter in FY2020 and subsequently resumed
from the 2nd quarter in FY2020. After the resumption of its business in
FY2020, the Group seized opportunity to replace overseas production
capacity, and managed to increase the OEM export orders, which,
together with the significant decrease in the price of chemical raw
materials during the same period, contributed to the increase in the
Group's profit.

8 ANNUAL REPORT
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK (CONTINUED)
Business overview (Continued)

For FY2021, the Group recorded a profit attributable to owners
of the Company of approximately RMB14,015,000, representing a
decrease of approximately RMB51,805,000, or approximately 78.7%,
as compared to the profit attributable to owners of the Company
of approximately RMB65,820,000 for FY2020. The decrease was
primarily due to the increase in purchase price of raw materials. In
2021, the State Council of the People’s Republic of China made a
major strategic decision to exert extra efforts to address domestic
and international resource and environmental issues and achieve
carbon peak and neutrality targets. In addition, the power supply
crunch in China affected more than ten provinces in the country.
The Group's upstream suppliers are highly sensitive to government
policies in terms of product pricing. Given raw materials represented
a significant proportion of the Group's cost of sales, the increase in
the costs of raw materials had a negative impact on the Group's
performance.

Although the Group's profitability was under pressure, we have
recorded a revenue of approximately RMB983,107,000 in FY2021,
representing an increase of 17.0% compared to FY2020, in
which, our OEM export orders increased by approximately 12.8%
from approximately RMB32,894,000 for FY2020 to approximately
RMB37,113,000 for FY2021.

Business and market development and expansion

i) Apart from the expansion plan of our production site located
at Shazi Industrial Park, Minzhong Town, Zhongshan City,
Guangdong, the PRC (the "MV Production Site”), the Group has
successfully acquired the land use right of a piece of industrial
land in Puyang City, Henan Province through the acquisition
of 100% equity interest in Dechem Chemical Holdings Limited
and its subsidiary (“Dechem Group”). The Group is infending fo
expand its market reach to Central China in future, concerning
the growth in domestic provinces, raw materials reserve
and geographical advantage in logistic arrangements with
distributors in Eastern China, Northwest and Northeast China.

ii) The Group has entered into construction industry in view of
the strong growth of the property development sector in the
PRC, thus, the product utilisation and turnaround rates are
more significant than wholesale/retail network. We expected
that certain level of revenue from this business channel can be
reached in FY2022.
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MANAGEMENT DISCUSSION
AND ANALYSIS

BUSINESS REVIEW AND OUTLOOK (CONTINUED)
Business and market development and expansion (Continued)

iii) A new ERP system has been put into operation in phases. In
addition to the general management process, the system
focused on strengthening online and offline management and
big data analysis, including customer relationship management
(CRM), product life cycle management (PLM), raw material
price analysis management, human resources management
(labelled talents profile management) and U Order (B2B sales
operation platform), etfc.

The Group will continue to focus on the development of (i) the
domestic sales network and overseas OEM customers, (i) the MV
Production Site development, (iii) market expansion in Central China
through Dechem Group, (iv) construction industry sales channel and
(v) increase raw materials reserve facilities and capacities in order to
manage the pricing fluctuation risk.

FINANCIAL REVIEW
Revenue

The total revenue of the Group amounted to approximately
RMB983,107,000 for FY2021, representing an increase of
approximately 17.0% from approximately RMB839,989,000 for FY2020.
The increase of revenue was mainly atfributable to the increase in
sales volume and average selling price of the Group's products.

Gross profit and gross profit margin

Gross profit of the Group amounted to approximately
RMB261,923,000 for FY2021, representing a decrease of
approximately 2.6% from approximately RMB268,943,000 for FY2020.
Gross profit margin decreased from approximately 32.0% for FY2020
to approximately 26.6% for FY2021. The above decrease was
primarily due to the increase in average unit cost of sales arising
from the increase in purchase price of raw materials.
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MANAGEMENT DISCUSSION
AND ANALYSIS

FINANCIAL REVIEW (CONTINUED)
Other income and gains

Other income and gains of the Group decreased from
approximately RMB5,390,000 for FY2020 to approximately
RMB3,979,000 for FY2021. The decrease was mainly attributable to
the decrease in the government subsidies.

Selling and distribution expenses

Selling and distribution expenses of the Group increased from
approximately RMB103,725,000 for FY2020 to approximately
RMB129,407,000 for FY2021. The increase was mainly due to the
increase in (i) advertising and promotion activities, (i) freight charges
and (iii) salary and allowances for sales and marketfing teams.

Administrative expenses

Administrative expenses of the Group increased from approximately
RMB92,886,000 for FY2020 to approximately RMB111,762,000 for
FY2021. The increase was mainly due to the increase in (i) staff
costs (increase in number of staff and salary level), (ii) research and
development costs and (iii) office and building utilities expenses.

Finance costs

Finance costs of the Group increased from approximately
RMB3,785,000 for FY2020 to approximately RMB6,170,000 for FY2021.
The reason for the increase was caused by the increase in interest
on other borrowings and lease liabilities.

Income tax expense

Income tax expense of the Group decreased from approximately
RMB7,841,000 for FY2020 to approximately RMB1,793,000 for FY2021
as a result of decrease in taxable profit.

Profit for the year

The Group's profit for FY2021 attributable to owners of the Company
was approximately RMB14,015,000, representing a decrease of
approximately 78.7% as compared to the profit for FY2020 of
approximately RMB65,820,000.
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MANAGEMENT DISCUSSION
AND ANALYSIS

DIVIDENDS

The Board has recommended a final dividend of HK3.0 cents per
ordinary share of the Company (the “Share(s)"”) for FY2021 (FY2020:
HK3.0 cents), subject to the approval of the Shareholders (the
“Shareholders”) at the forthcoming annual general meetfing of the
Company to be held on 16 June 2022 (the “2022 AGM”).

The Board endeavours to strike a balance between the inferests
of the Shareholders and prudent capital management with a
sustainable dividend policy. In proposing any dividends, the Board
shall take into consideration, among others, the following factors:

1. operations and financial performance;

2. business development;

3. prospects;

4, capital requirements;

5. economic outline; and

6. any other factors that the Board consider appropriate.

The Board will review the dividend policy as appropriate from fime to
fime.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

Capital structure

The Shares were successfully listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 16
January 2020 (the “Listing Date”) and there has been no change in
capital structure of the Company since then.

Liquidity and financial resource

The Group recorded net current liabilities of approximately
RMB100,968,000 as of 31 December 2021 (2020: RMB2,431,000). The
current ratio, calculated by dividing the current assets by current
liabilities, was approximately 0.73 as at 31 December 2021 (2020:
0.99). The increase in net current liabilities was primarily due fo (i)
decrease in tfrade and bills receivables and (ii) decrease in cash and
cash equivalents.
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MANAGEMENT DISCUSSION
AND ANALYSIS

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE (CONTINUED)

Liquidity and financial resource (Continued)

The gearing ratio, calculated by dividing total interest-bearing
bank borrowings and other borrowings by equity of the Group, was
approximately 0.74 as at 31 December 2021 (2020: 0.76).

For FY2021, the Group had funded its growth principally from cash
generated from the sale of its products and debt financing, and
the Group had generated sufficient cash and cash equivalents fo
meet its capital requirements. As at 31 December 2021, the Group
had cash and bank deposits (including pledged bank deposits) of
approximately RMB79,543,000 (2020: RMB115,235,000).

TREASURY POLICY

The Group has adopted a prudent financial management approach
tfowards its treasury policy. The Board closely monitors the Group's
liquidity position to ensure that the liquidity structure of the Group's
assets, liabilities, and other commitments can meet its funding
requirements all the time.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during FY2021 are set out in Note 14 to the consolidated
financial statements for FY2021 in this annual report.
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MANAGEMENT DISCUSSION
AND ANALYSIS

PRINCIPAL RISKS AND UNCERTAINTIES

The Group is exposed to various risks and uncertainties. The following
are the key risks and uncertainties faced by the Group:

Price of Raw Materials

Our production process requires reliable and stable sources of large
quantities of raw materials from third parties. We generally maintain
a certain level of inventory of our raw materials for future production
or to meet future demand according to our production plan and
we do not have hedging arrangements against fluctuations in raw
material prices and therefore we bear the risks associated with raw
material cost fluctuations. The pricing of our raw materials is also
sensitive to supply disruptions, general economic conditions, and
many other factors that are beyond our control. We expect the
prices of some of our key raw materials may increase in the future.
If we are unable to reflect increases in the price of raw materials
efficiently or adequately in the selling prices of our products, our cost
base may increase, which may lead to a reduction in our gross profit
margin, and the operating results for our products may be materially
and adversely affected.

Market Risks

The market in which we operate is highly competitive and
fragmented. Competitive factors include product quality, price,
design and development capability, timely delivery, valuable
service, scale and capacity, and efficiency. We face competition
from existing and new players in the fine industrial chemicals
industry worldwide, including numerous manufacturers in the PRC
and elsewhere which offer similar fine industrial chemical products
at lower prices than we do, as well as other enterprises which offer
an increasing number of related products which could be used as
substitutes for our products.

We expect competition in our industry to intensify in the future.
There can be no assurance that we can stay competitive due to
improvements by our competitors or other factors. To compete
effectively, we may be forced, among other actions, fo reduce
prices, provide more sales incentives to customers and increase
capital expenditures in our labour force, plant, property and
equipment. Any infensification of the competition or failure by us to
compete successfully with our competitors could have an adverse
impact on the demand for, and pricing of, our products, and as
a result, could result in a reduction of our market share and have
an adverse effect on our business, financial condifion, results of
operations and prospects.
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MANAGEMENT DISCUSSION
AND ANALYSIS

PRINCIPAL RISKS AND UNCERTAINTIES (CONTINUED)
Compliance Risks

Under relevant PRC laws and regulafions, we are required to hold
various licences and permits in order to conduct our business. We are
also required to comply with applicable regulations and standards
in relation to our production and the quality of our products. These
registrations, licenses, permits and certificates may only be valid
for a limited period of fime and may be subject fo periodic reviews
and renewal by fthe relevant authorities. Failure to comply with
these laws and regulations, or the loss of or failure fo renew our
licences and permits or any change in the government policies,
could lead to temporary or permanent suspension of some of our
business operations or the imposition of penalties on us, which could
adversely affect our results of operations and financial condition.

BANK BORROWINGS AND PLEDGE OF ASSETS

As at 31 December 2021, the Group had interest-bearing bank
borrowings and other borrowings in aggregate of approximately
RMB173,022,000 (2020: approximately RMB171,906,000). The interest
rate of the relevant borrowings was charged in the range of 3.80% to
6.45% per annum for FY2021 (FY2020: 4.90% to 6.47% per annum).

As at 31 December 2021, the total pledged bank deposits of the
Group of approximately RMBé61,616,000 (2020: RMB38,067,000) were
placed with a bank as securities for, amongst others, issues of bills
payables for the Group's purchase of raw materials and guarantee
to complete construction work for the right-of-use assets acquired in
prior year.

As at 31 December 2021 and 2020, the Group's interest-bearing bank
borrowings and other borrowings were secured by the following
assets:
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MANAGEMENT DISCUSSION
AND ANALYSIS

FOREIGN EXCHANGE EXPOSURE

Majority of the Group’s transaction are settled in RMB in the PRC, the
Directors are of the view that the Group's foreign exchange rate risks
are not significant. The Group had not entered into any derivative
contracts fo hedge against the foreign exchange rate risk for FY2021
and FY2020.

CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES

Capital commitments related to capital expenditures for acquisition
and construction of property, plant and equipment which the
Group has contfracted for but not yet incurred, which amounted
to approximately RMB65,085,000 as at 31 December 2021 (2020:
RMB86,031,000).

The Group did not have any material contingent liabilities as at 31
December 2021 and 2020.

SIGNIFICANT INVESTMENT, MATERIAL ACQUISITIONS
OR DISPOSALS OF SUBSIDIARIES AND ASSOCIATED
COMPANIES

Save as disclosed in Note 30 to the consolidated financial statements
for FY2021 in this annual report, during FY2021, the Group did not
have other significant investment held, any material acquisitions or
disposals of subsidiaries or associated companies.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL
ASSETS

Save as disclosed under the section headed “Future Plans and Use
of Proceeds” in the Prospectus, the Group did not have other future
plans for material investments or capital assets during FY2021.

USE OF NET PROCEEDS FROM LISTING

The Shares were listed on the Stock Exchange on the Listing Date at
the offer price of HK$1.3 per Share and the net proceeds raised from
this initial public offering, affer deducting the related underwriting
commissions and other estimated listing expenses payable by the
Company, amounted to approximately HK$75.2 million (the “IPO
Proceeds”). The IPO Proceeds have been fully utilised in accordance
with the proposed application as set out in the section headed
“Future Plans and Use of Proceeds” in the Prospectus.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS
Mr. Chen Bingqgiang

Mr. Chen Binggiang (“Mr. Ernest Chen”), aged 53, is the chief
executive officer, an executive Director, the chairman of the Board,
a member of the remuneration committee and ESG committee, and
the elder brother of Mr. Leo Chen, an executive Director. Mr. Ernest
Chen is primarily responsible for overseeing the overall management,
strategic planning and business development of the Group. He was
appointed as a Director on 12 April 2018 and redesignated as an
executive Director on 15 April 2019. Mr. Ernest Chen is also a director
of other members of the Group.

Mr. Ernest Chen has 20 years of experience in the chemicals industry.
Mr. Ernest Chen worked as a director in Foshan City Shunde District
Sanvo Industrial Co., Ltd.* (FILTMIERE=MEXHFR A A]) (“Foshan
Sanvo”), a company engaged in the manufacture of plastic
products, textiles, knitwear, auto parts and interior decoration
materials from March 1995 to June 2007, where he was mainly
responsible for the overall management of the company. He joined
the Group in April 2002. Mr. Ernest Chen graduated from the China
Pharmaceutical University in Jiangsu province with a bachelor's
degree in science, majoring in chemical pharmaceutics in July
1991, and from the Chinese University of Hong Kong with a mastfer’s
degree in business administration in November 2016.

Mr. Ernest Chen was a legal representative of Foshan Sanvo,
a company established in the PRC which was deregistered in
accordance with PRC laws in June 2007. Mr. Ernest Chen was also
a supervisor of Beijing Shangshan Zhiyuan Chemical Technology
Research Institute Co., Ltd.* (3t R EE&BRE THRIMHERER AR,
a company established in the PRC and engaged in engineering
and fechnology research and experimental development, which
was deregistered in accordance with PRC laws in August 2015. He
was also an executive Director and manager of Zhongshan Fullteam
Chemical Co., Ltd*(F U BILBEBRAF), a company established
in the PRC and engaged in production, sales and research of among
other things, water based paint and water based high performance
resin which was deregistered in accordance with PRC Laws in March
2019.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS (CONTINUED)
Mr. Chen Bingqgiang (Continued)

Mr. Ernest Chen has been a registered pharmacist as recognised
by the Shunde City Science and Technology Bureau* (JIE#& m &t
¥ /@)in the PRC since July 1993. He has also been accredited as
an infermediate engineer by the Guangdong Coating Industry
Association (EHRE Z R 1T W &) in the PRC since July 2015. Mr.
Ernest Chen was also co-awarded with Mr. Leo Chen the accredited
paftent award of Zhongshan for a product named “nano mildew
neutral silicone sealant” in July 2012.

Mr. Chen Bingyao

Mr. Chen Bingyao (“Mr. Leo Chen”), aged 48, is an executive
Director, the chairman of the ESG committee, a member of the
nomination committee and the younger brother of Mr. Ernest Chen.
He is also the chief technical engineer of the Group. Mr. Leo Chen
is primarily responsible for overseeing our overall management,
research and development, quality control of the products offered
by the Group. He was appointed as a Director on 12 April 2018 and
redesignated as an executive Director on 15 April 2019.

Mr. Leo Chen is also a director of Zhongshan Minhe Chemical
Industry Technology Limited* (Rl ERMIETRIZER A,
Guangdong Sanvo Holdings Co., Limited* (B®R = Mk A R A 7))
and Guangdong Fuvo Industrial Co., Limited* (EREMEEAR 2
7)) (“Guangdong Fuvo”); and a supervisor of Guangdong Sanvo,
Guangdong Fullteam Chemicals Limited* (R & B2 HFR A 7)) and
Guangdong Shunde Sanvo Chemical Industry Technology Limited*
(ERIEE=FLIHERRF).

Mr. Leo Chen has over 18 years of experience in the chemicals
industry. Prior to joining the Group, he worked in Guangdong
Mediworld Pharmaceutical Co., Ltd., a company engaged
in research, development, manufacture, and sale of Chinese
medicines, as a technician from July 1997 to May 1999, where he
was responsible for production and technical guidance of drug
manufacture. He then worked as an engineer at Foshan Sanvo, from
June 1999 to July 2002. Since August 2002, he has been a senior
engineer in charge of supervision of the technology development
at Guangdong Sanvo and was subsequently promoted to person-in-
charge of project development (all-purpose adhesives and paints
and coatings) in July 2005. Mr. Leo Chen graduated from the China
Pharmaceutical University in Jiangsu province with a diploma in
chemical pharmaceutics in July 1997.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS (CONTINUED)
Mr. Chen Bingyao (Continued)

Mr. Leo Chen has been a senior chemical engineer as recognised
by the Human Resources and Social Security Department of
Guangdong Province (BRE A & RMLZRER)iIn the PRC since
November 2014. He was appointed as the committee member of
the Chemical Engineering Testing Specialised Committee of the
Shenzhen Analytical and Testing Committee* (F JIl 1 2 #7 8 &= #
eRFESHTAARMEEZ E€) from May 2013 to May 2016. In
March 2015, Mr. Leo Chen was appointed as a member of the
Energy Testing Solutions Professional Working Group of the National
Committee of Standard Product Quality Testing Monitoring Methods*
(PEEREREEERERRR A EAEELRNEZE SR RRBHEZE
¥ T1E4H). Mr. Leo Chen was also co-awarded with Mr. Ernest Chen
the accredited patent award of Zhongshan for a product named
"nano mildew neutral silicone sealant” in July 2012.

Mr. Ng Cheuk Lun

Mr. Ng Cheuk Lun (“Mr. Ng"), aged 45, is an executive Director
and the company secretary of the Company, and a member of
ESG committee. Mr. Ng is primarily responsible for management of
investor relationship, strategic planning, business development and
company secretarial matters of the Group. He has been appointed
as the company secretary of the Company since 7 August 2018
and an executive Director since 15 April 2019. Mr. Ng has been a
Certified Public Accountant (Practising) of the Hong Kong Instfitute
of Certified Public Accountants since July 2011 as well as a Certified
Practising Accountant of CPA Australia since August 2004.

Mr. Ng has been a director of MN CPA Limited, Cerfified Public
Accountants since May 2012, a director of MN Corporate Services
Limited since July 2011, a company engaged in providing business
consultancy services, an executive director of Credit Intelligence
Limited since 29 December 2020, an ASX listed company engaged
in debt-restructuring, personal insolvency, money lending and buy
now pay later business and an executive director of Smart Auto
Australia Limited, a company listed on National Stock Exchange of
Australia on 4 June 2021, engaged in provision of bus rental and
management services. Mr. Ng is primarily responsible for strategic
planning and merger and acquisition maftters.

From August 2007 to January 2011, Mr. Ng worked in Grant Thornton,
an auditing firm where his last position was Senior Manager in the
Assurance Division. Due to a merger between Grant Thornton and
BDO Limited, he was fransferred to BDO Limited and employed as
Senior Manager from January 2011 to July 2011.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ir. Daniel Lai

Ir. Daniel Lai (“Ir. Lai”), BBS, JP, aged 75, was appointed as an
independent non-executive Director on 13 December 2019, and is
responsible for providing independent advice and judgement to the
Board. Ir. Lai is also the chairman of the remuneration committee
as well as a member of the audit committee, the nomination
committee and the ESG committee.

Ir. Lai has over 40 years of experience in the information technology
sector. Ir. Lai has been a director of Digital Technology and
Consultancy Company Limited since March 2016, a company
engaged in information technology consultancy, education and
advisory services. He has also been a member of the governing
council of the Hong Kong Quality Assurance Agency, an organisafion
established by the Hong Kong Government to help industry and
commence in the development of quality, environmental, safety,
hygiene, social and other management systems standards since
November 2017. From June 1978 to January 1999, he has held
various positions at The Hong Kong Jockey Club (formerly known as
The Royal Hong Kong Jockey Club) and Hong Kong Jockey Club
Systems (Australia) Pty. Ltd., respectively, with his last position as the
IT facilities management controller. From February 1999 to December
2011, he was the head of information technology of MTR Corporation
Limited (a company listed on the Main board of the Stock
Exchange, stock code: 0066). From January 2012 to January 2015,
Ir. Lai was the Government Chief Information Officer of the Hong
Kong Government. From March 2015 to September 2015, he was the
interim vice president (administration) in the office of the president
of the Hong Kong Polytechnic University. From September 2015 to
September 2017, he was the professor of practice (computing) in the
department of computing of the Hong Kong Polytechnic University.
Ir. Lai graduated from the Hong Kong Polytechnic University with a
diploma in management studies (commercial) in November 1975
and from the Griffith University in Australia with a master’s degree in
technology management in March 1995.

Ir. Lai has been a distinguished fellow member of the Hong Kong
Computer Society since February 2005, a fellow of The Hong Kong
Institute of Engineers since July 2012, a fellow of The Hong Kong
Institute of Directors since August 2015, and a full member of the
Hong Kong Management Association since March 1995. In July 2004,
Ir. Lai was awarded the bronze bauhinia star and he was appointed
a justice of peace in July 2001. Further, he has held various public
service positions such as the president of the Hong Kong Computer
Society from 1988 to 2004, and the chairman of the Department
of Computing Advisory Committee of the Hong Kong Polytechnic
University from April 2012 to April 2014.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS (CONTINUED)
Mr. Xu Kai

Mr. Xu Kai (“Mr. Xu”), aged 56, was appointed as an independent
non-executive Director on 13 December 2019, and is responsible for
providing independent advice and judgement fo the Board. Mr. Xu
is also the chairman of the nomination committee and a member
of the audit committee, the remuneration committee and the ESG
committee.

Mr. Xu has over 25 years of experience in the field of chemistry. He
has been a Professor of Polymer Chemistry and Physics, researcher
and deputy head of the Guangdong Specialised Laboratory of
Electronic Organic Polymer Materials* (ER%E & F A K E A WM B
E2E B F) under the Guangzhou Chemical Laboratory of the
Chinese Academy of Sciences since May 2009, where he was
responsible for management of the laboratory. From May 1997 to
December 2001, he was the head of the Department of Technology
of the Guangzhou Chemical Laboratory of the Chinese Academy
of Sciences* (M E R 2z BIN(L B XA B E), where he was
responsible for management of the laboratory. From March 1995 to
December 1996, he was the secretary of the Specialised Laboratory
of Cellulose Chemistry* (4 # =L 2 E % F 5 =) under the Chinese
Academy of Sciences where he was responsible for administration
of the laboratory. Mr. Xu graduated from the Guangzhou Chemical
Laboratory of the Chinese Academy of Sciences in Beijing with a
doctoral degree in polymer chemistry and physics and a master’s
degree in polymer chemistry and physics in March 2005 and June
1991, respectively.

Mr. Xu has been a member of the Specialised Committee of
Coating* (282 ¥ % 8§ €) under the Chemical Industry and
Engineering Society of Guangdong since September 2008. He is also
the deputy head of the Centre of Functional High Polymer Materials
and Fine Chemicals of Foshan City* (1L haem o F M £ A5 Al L 22
@mE ¥ D) under the Chinese Academy of Sciences and has been
the reviewer of various international academic journals since 2005.
Mr. Xu was awarded the Silver Award for Science and Technology
Progress in Guangdong* (R & B 2 — 5 48) in July 2009.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

INDEPENDENT NON-EXECUTIVE DIRECTORS (CONTINUED)
Mr. Yeung Chun Yue David

Mr. Yeung Chun Yue David (“Mr. Yeung”), aged 40, was appointed
as an independent non-executive Director on 13 December 2019,
and is responsible for providing independent advice and judgement
to the Board. He is also the chairman of the audit committee and a
member of the remuneration committee, the nomination committee
and the ESG committee.

Mr. Yeung has over 15 years of experience in accounting and tax
advisory. Mr. Yeung has been an executive director of Hatcher
Group Limited (Stock Code: 8365) since July 2021. From September
2017 to July 2021, he had been the managing partner and director
of D & Partners CPA Limited. From July 2004 to September 2017, he
worked in Cheng & Cheng Limited, Certified Public Accountants with
his last position as a director.

Mr. Yeung has been an independent non-executive director of TL
Natural Gas Holdings Limited (stock code: 8536) since 29 December
2021; Nexion Technologies Limited (stock code: 8420) since 10
September 2020; and Aeso Holding Limited (stock code: 8341) since
12 April 2019. Mr. Yeung graduated from City University of Hong
Kong with a bachelor of business administration in accountancy
in November 2004. He is a Certified Public Accountant (Practising)
of the Hong Kong Institute of Certified Public Accountants and a
Certified Tax Adviser of the Taxafion Institute of Hong Kong. He is
currently a committee member of the Panyu Committee of Chinese
People's Political Consultative Conference.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT
Ms. Wen Guihong

Ms. Wen Guihong (“Ms. Wen"), aged 41, was appointed as the head
of finance of the Company on 1 January 2021, and is responsible for
the day to day management of financial and accounting matters
of the Group.

After graduated from the Jilin University in financial accounting, Ms.
Wen joined the Group in 2003 and served as a purchaser. She was
responsible for the procurement of daily advertising materials. She
served as the manager of advertising from 2006 to 2007, where she
was responsible for daily operations of the advertising activities; the
manager of finance department of our production site from 2008 to
2014, where she was responsible for the day to day management
of financial matters of the production site; the manager of strategic
planning department from 2015 to 2017; and the manager of the
Group's accounting department from 2018 to 2020, where she
was responsible for the day to day matters of the accounting
department.

Mr. Han Wanyu

Mr. Han Wanyu (“Mr. Han”), aged 48, was appointed as the head of
logistics and operations of the Company on 1 January 2017, and is
responsible for the daily management of logistical and operational
matters of the Group.

Mr. Han has over 22 years of experience in the logistics and
operational management sector. From July 1997 to February 2008,
Mr. Han worked at Haixin Kelong Electronic Appliance Company
Limited* CEZERIEESRZRND AR A F) (a company listed on the Main
Board of the Stock Exchange, stock code: 0921 and currently
known as Hisense Home Appliances Group Co., Ltd.), a company
engaged in the manufacture of refrigerators, air conditioners,
cooling cabinets and other white goods with his last position as a
logistics manager. From February 2008 to May 2009, he was the
director of logistics of the logistics department of Guangdong Zhida
Textile and Decorations Limited* (EREEZHBEMBR A F), a
company engaged in curtains and bedding manufacturing. From
June 2009 to February 2014, Mr. Han was the director of logistics of
Guangdong Xinyao Photoelectric Limited* (BERFB X ER D BR QD
Al), a company engaged in auxiliary battery receiver components
and power generation systems. Mr. Han joined Guangdong Sanvo in
March 2014 and has been the head of logistics and operations since
January 2017. Mr. Han graduated from the Foshan University ({3 1L &}
BHiTEF) in Guangdong Province in the PRC with a certificate in
law in January 2009.
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BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT (CONTINUED)
Ms. Zhong Ruiqgin

Ms. Zhong Ruigin (“Mr. Zhong"), aged 44, was appointfed as the
head of administration on 1 March 2016, and is responsible for the
daily management of administrative and human resources as well as
ESG related matters of the Group.

Ms. Zhong has over 23 years of work experience. From July 1997 to
December 2007 she worked at Haixin Kelong Electrical Appliance
Company Limited* (B (=R EE LR M AR Q) (0 company listed
on the Main Board of the Stock Exchange, stock code: 0921
and currently known as Hisense Home Appliances Group Co.,
Ltd.), a company engaged in the manufacture of refrigerators,
air conditioners, cooling cabinets and other white goods, as
a quality control team leader, where she was responsible for
managing product quality. Ms. Zhong joined Guangdong Sanvo
in March 2013 as a member of the factory office and has been
our head of administration since 1 March 2016. Ms. Zhong studied
human resources at the Peking University in Beijing in the PRC and
graduated with a diploma in June 2017.

24  ANNUAL REPORT

EENEEEBEAENE
AEH

EEEEAR (&)
BRERL

EmREL+ ([ELt]) 44 R-ZET—~EFE=H—
BEZTATRPBEE  AEAEERTEREANERR
RE HEREREBEEZARER -

BEXTHAARFI LR R—ANtEFELAZE=ZF
T+F+ZA FEREENEERRHBRAF (—M
RERATER EMZ A8 BHNRE 0921 - BB AE
EREEERMERAF - B RN EREKE - =5
RAEREMEEREXEH AR EXESEEHAM
E BEEEEMEE BLZIR-T—=F=AMNMA
BER=ZFETIMNPHAERE TE-_T—"F=F—
AEETTRTEE - ExtRPEILtEm 2zt m A2
BEANER YA E—+EXASERIEXE -



2021 F 5§

=imksik

BIOGRAPHIES OF THE DIRECTORS
AND SENIOR MANAGEMENT

SENIOR MANAGEMENT (CONTINUED)
Mr. Ai Shuyi

Mr. Ai Shuyi (“Mr. Ai"), aged 40, was appointed as the head of
production of the Company in October 2011 and is responsible
for the daily management of our factories and production related
matters of the Group.

Mr. Ai has over 22 years of experience in the production and
manufacturing sector. From October 1998 to December 1999, he
served as the maintenance technician of Sichuan Chongzhou City
Pearl Water-proof Building Materials Company Limited* (P9Il =1 7
BATRF /K EMEIBRAF), a company engaged in glass asbestos
tiles and asbestos fibers. From February 2000 to August 2002, he was
the head of maintenance of Sichuan Chengdu Qianfeng Water
Heater Company Limited* (/91| 5K #BATEEH/KEHFBR A F), a company
engaged in household electric and gas water heaters where he
was responsible for overseeing installation works. From December
2002 to October 2003, he was the head of electronics installation
and engineering of Sichuan Mechanical and Electrical Installation
Engineering Company Limited* (W JI|#ELE TR ERAA), a
company engaged in electrical equipment installation where he
was responsible for overseeing installation works. From January 2004
to September 2011, Mr. Ai worked at Guangdong Sanvo with his
last position as the production manager where he was responsible
for production management. Mr. Ai joined Guangdong Fuvo as
the head of production in October 2011 and since August 2018
he has been a director of Guangdong Fuvo where he responsible
for factory and production management. Mr. Ai graduated from
Shunde Polytechnic* (JIE{E 8 % £ fif 2Ft ) in Guangdong Province in
the PRC with a diploma in business administration in June 2011.

In recognition of his contribution and achievement in the
industrial chemical production sector, Mr. Ai was awarded the
Top 10 Excellent Staff Model* (+{£EF 8 T Z &) by the municipal
government of Zhongshan in September 2010.

COMPANY SECRETARY

Mr. Ng Cheuk Lun was appointed as the company secretary of the
Company on 7 August 2018.

Please refer to the subsection headed “Directors — Executive
Directors” in this section for Mr. Ng's biography.

* for identification purpose only
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DIRECTORS’ REPORT

The Directors are pleased to present their report together with the
audited consolidated financial statements for FY2021 of the Group.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The Group is an
established fine industrial chemical products manufacturer based
in the PRC. The principal activities of the Group are researching,
developing, manufacturing and sales of a diversified portfolio
of fine industrial chemical products, which can serve a range of
purposes, including as hardware and fowards building materials and
automotive maintenance.

BUSINESS REVIEW
General

Further discussion and analysis of the Group's principal activities,
including a business review for FY2021, and an indication of the likely
future developments of the Group's business can be found in the
Chairman’s Statement and the Management Discussion and Analysis
as set out on pages 6 to 16 of this annual report. These discussions
from part of this directors’ report.

Environmental policies and performance

The Group is committed to its corporate and social responsibility in
promoting a sustainable and environmentally friendly environment.
The Group strives to minimise the environmental impact in daily
course of business.

Further details of the Group's environmental policies and
performance are set out in the Environmental, Social and
Governance Report of the Company on pages 56 to 97 of this
annual report.

Compliance with laws and regulations that have a significant impact
on the Group

The Group and its business are governed by certain laws and
regulations that have a significant impact on the Group. To the
best of the Directors’ knowledge, information and belief, during
FY2021, there was no material breach of or non-compliance with
the applicable laws and regulations by the Group. The Group has
complied in material respects with the relevant laws and regulations
that have a significant impact on the business and operation of the
Group.
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BUSINESS REVIEW (CONTINUED)
Relationships with employees, customers and suppliers
Relationship with customers

We have long-term and well-established relationships with the
majority of our major customers. We had established relationships
with our five largest customers who have been conducting business
with us for an average of more than eight years. We believe
that being able to maintain long-term customer relationships
demonstrates the Group's ability to provide high-quality products on
time and enables us to maintain our extensive distribution channels
and network.

The Group's largest customer and five largest customers for FY2021
accounted for approximately 3.6% (FY2020: 3.9%) and 10.7% (FY2020:
12.5%) respectively of the Group's total turnover for FY2021.

According to the understanding of the Directors, none of the
Directors, their associates or any Shareholders who owned more
than 5% of the Company’s share capital had any interests in the five
largest customers at any time during FY2021.

Relationship with suppliers

We believe that our industry reputation and on-time settlement help
us in building a stable network of suppliers which cover all aspects
of the Group’'s raw materials needs. Establishing a good relationship
with major suppliers enables the Group to have more flexibility
in resources allocation compared with our competitors. We had
established relationships with our five largest suppliers who have
been conducting business with us for an average of over eleven
years. We believe our established relationships also enables us fo
procure the necessary supplies when we require them, reducing
the risk of shortage or delay in delivery of materials or services
causing material disruption to our works. The Directors consider that
parfnering with these suppliers is one of the key success factors for us
to deliver high quality products in a timely manner to our customers.

The Group's largest supplier and five largest suppliers for FY2021
accounted for approximately 6.5% (FY2020: 7.9%) and 22.7% (FY2020:
21.9%) respectively of the Group's total purchases for the year.

According to the understanding of the Directors, none of the
Directors, their associates or any Shareholders who owned more
than 5% of the Company’s share capital had any interests in the five
largest suppliers at any time during FY2021.

Relationship with employees

Employees are regarded as the most important and valuable
assets of the Group. The Group ensures all staff are reasonably
remunerated and provides them with a safe and healthy workplace
and other developmental training and has proper whistle blowing
procedures.
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EVENTS AFTER THE REPORTING DATE

Save as disclosed in the section headed “"Management Discussion
and Analysis” of this annual report, there were no significant events
after the reporting period up to the date of this annual report.

RESULTS

The results of the Group for FY2021 are set out in the consolidated
statement of comprehensive income of this report.

FINAL DIVIDEND

The Board recommends the payment of a final dividend of HK3.0
cents (2020: HK3.0 cents) per Share for FY2021 to the Shareholders.

The proposed final dividend for FY2021 has been approved at
the Company’s Board meeting on 28 March 2022 and is subject
to approval of the Shareholders at the 2022 AGM. Details of the
dividends for FY2021 are set forth in Note 12 to the consolidated
financial statements for FY2021 in this annual report.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group
for the last five financial years is set out in the section headed
“Financial Summary” of this annual report.

SHARE CAPITAL

Details of the share capital of the Company for FY2021 are set out
in Note 26 to the consolidated financial statements for FY2021 in this
annual report.

RESERVES

Movements in the reserves of the Company during FY2021 are set out
in Note 27 to the consolidated financial statements for FY2021 in this
annual report. Under the laws of the Cayman Islands, share premium
of the Company is available for distributions or paying dividends to
the Shareholders subject to the provisions of its Memorandum and
Articles of Association (“Articles”) and a statutory solvency test.
Pursuant to the Articles, dividends may be declared and paid out
of the profits of the Company or from any reserve set aside from
profits which the Directors determine is no longer needed. With the
sanction of an ordinary resolution dividends may also be declared
or paid out of share premium account or any other fund or account
which can be authorised for this purpose in accordance with the
applicable law of the Cayman Islands.
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PROFITS AVAILABLE FOR DISTRIBUTION

Profit available for distribution of the Company as at 31 December
2021, calculated under Part 6 of the Companies Ordinance,
amounted to RMB69,520,000 (31 December 2020: RMB88,149,000).

ISSUE OF SHARES

For information on the Company’s issue of Shares, please refer to the
paragraph headed “Use of Net Proceeds from the Share Offer” of
this annual report.

EQUITY-LINKED AGREEMENTS

During FY2021, the Company did not enter intfo any equity-linked
agreements in respect of the Shares.

CHARITABLE DONATIONS

During FY2021, the Group made charitable donations amounted to
RMB199,000 (FY2020: RMB1,083,000).

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Arficles or
the laws of the Cayman Islands, being the jurisdiction in which the
Company was incorporatfed.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES
OF THE COMPANY

During FY2021 and up to the date of this annual report, neither
the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the best knowledge of the Directors, the Company had
maintained a sufficient public float as required under the Listing
Rules during FY2021 and up to the date of this annual report.
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DIRECTORS OF THE COMPANY

The Directors during FY2021 and up to the date of this annual report
were:

Mr. Chen Binggiang Executive Director, chairman of the
Board and chief executive officer

Mr. Chen Bingyao Executive Director

Mr. Ng Cheuk Lun

Ir.  Daniel Lai

Mr. Xu Kai

Mr. Yeung Chun Yue David Independent non-executive Director

Executive Director
Independent non-executive Director
Independent non-executive Director

The biographical details of the Directors and senior management of
the Company are set out in “Biographies of the Directors and Senior
Management” on pages 17 to 25 of this annual report.

In accordance with the Arficles, Mr. Chen Bingyao and Mr. Xu Kai
shall retire by rotation at the 2022 AGM and they, being eligible,
offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors had entered into a service contract
with the Company on 13 December 2019 for a term of three years
commencing on the Listing Date, until terminated by either party
giving not less than three months’ notice in writing to the other.

Each of the independent non-executive Directors had entered into
an appointment letter with the Company on 13 December 2019 for
a term of three years commencing on Listing Date, until terminated
by either party giving not less than three months’ nofice in writing fo
the other.

None of the Directors who is proposed for re-election at the 2022
AGM has an unexpired service confract which is not determinable
by the Company or any of its subsidiaries within one year without
payment of compensation, other than statutory compensation.

DIRECTORS’ INTEREST IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS OF SIGNIFICANCE

Save as the related party transactions disclosed in Nofe 29 to the
consolidated financial statements for FY2021 in this annual report,
no fransactions, arrangements or confracts of significance to which
the Company or any of its subsidiaries was a party and in which
a Director had a material interest, whether directly or indirectly,
subsisted at the end of FY2021 or at any time during FY2021.
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CHANGES IN DIRECTOR’S BIOGRAPHICAL DETAILS UNDER
RULE 13.51B(1) OF THE LISTING RULES

Mr. Chen Bingyao was appointed as the chairman of the ESG
Committee, and each of Mr. Chen Binggiang, Mr. Ng Cheuk Lun, Ir.
Daniel Lai, Mr. Xu Kai and Mr. Yeung Chun Yue David was appointed
as a member of the ESG Committee on 9 December 2021. Save for
the changes disclosed herein, there had been no other change
in Directors’ biographical details which is required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules during FY2021 and up
to the date of this annual report.

INTERESTS AND SHORT POSITIONS OF THE DIRECTORS
AND THE CHIEF EXECUTIVE OF THE COMPANY IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES OF THE
COMPANY AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2021, the Directors and the chief executive had
the following interests in the Share, underlying Shares and debentures
of the Company, its Group members and/or associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO"),
as recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant tfo the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code"”) as set out in Appendix 10 to the Listing Rules were as follows:

Name of Director(s)/

Capacity/nature of

Relevant company (including
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HerREREESXF MMMELE RERmEE -
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HEREREZEENE -BRANRSEHMBEEZIN R _F
T FUREENEEAFHRBY O BELTRIE
1I35IB(1)E B FEENEERBRERNTELMES

AEERIETHRAER AR E M
R4 HERODRERE BHE
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papyi
S >
i N 2l
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IR EISUEHER AR R FENE L MAER - kiR
BEMRANESE+E EMBTAZESETESFRS
RZESTRI ([ZESF A BANE AR R ) KPR E
=T

Approximate percentage
of shareholding in

Number and class of the total issued share

chief executive interest associated corporation) Shares™'* " capital of the Company
- EEARLHERTRE
EE /TETHABHS Va t: HEAR (EEEBEE) ROBE R ER S BOREBDL
Mr. Chen Binggiang Interest of controlled Sanvo Fine Chemicals Limited 314,000,000 73.45%
corporation (Note 2)
B A58 5 4 REEEENER Sanvo Fine Chemicals Limited
(FEE2)
Mr. Chen Bingyao Beneficial owner N/A 874,000 0.20%
BRI L& EREEA TEA
Notes: Bt 5
(1) All the above Shares are held in long position. (1) LRAEROHUAFERE -

(2) Sanvo Fine Chemicals Limited is wholly-owned by Mr. Chen Binggiang.
Mr. Chen Binggiang is deemed to be interested in the 314,000,000
Shares held by Sanvo Fine Chemicals Limited pursuant to the SFO.

(2)  Sanvo Fine Chemicals LimitedfafRREE 4L EHEE ©
BIEES KB EGG - BRMWE L EESR BRSanvo Fine
Chemicals Limited#§ & #7314,000,0000% i% {5 # # & # 25 ©
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INTERESTS AND SHORT POSITIONS OF THE SUBSTANTIAL
SHAREHOLDERS AND OTHER PERSONS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY

As at 31 December 2021, so far as was known to the Directors or
chief executive of the Company, the following persons (other than
the interests disclosed above in respect of the Directors and chief
executive of the Company) has, or is deemed to have, interests or
short positions in the Shares or underlying Shares as recorded in the
register to be kept under Section 336 of the SFO are set out below:

Capacity/nature of interest

EEERE

FERRREMALTRAQT RS KR EER G
TEENESERAR

RZBZ—F+ZA=+—8B BARREFHITHE
A ATAL (B EXBARBES RITHRAEM
BEZEDZIN R RARBOKBEAROS  #HE
BBRBHF R EGROIFEIBGEATHFE 2B LMD
ZREmBORE - HIIWMT

Approximate
percentage of
shareholding in

the total issued share
capital of the Company

Number and class
of Shares °'¢"

Beneficial owner
E&BAA

Sanvo Fine Chemicals Limited (Note 2)
Sanvo Fine Chemicals Limited (f{#2)

Ms. Liang Yinsheng (Note 3)
R4 LT (MFE3)

Interest of spouse
fE#E R

Notes:
(1) All the above Shares are held in long position.

(2) Sanvo Fine Chemicals Limited is wholly-owned by Mr. Chen Binggiang.
Mr. Chen Binggiang is deemed to be interested in the 314,000,000
Shares held by Sanvo Fine Chemicals Limited pursuant to the SFO.

(3) Ms. Liang Yinsheng, the spouse of Mr. Chen Binggiang, is deemed to be
interested in the 314,000,000 Shares held by Mr. Chen Binggiang through
his controlled corporation, Sanvo Fine Chemicals Limited.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN COMPETING BUSINESS

During FY2021, none of the Directors, directors of the Company'’s
subsidiaries, conftrolling Shareholders or their respective associates,
had inferests in business (apart from the business of the Group) which
competes or is likely fo compete either directly or indirectly with the
business of the Group which would require disclosure pursuant to the
Listing Rules.
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PERMITTED INDEMNITY PROVISION

Subject to applicable laws, the Directors shall be indemnified and
secured harmless out of the assets and profits of the Company
from and against all actions, costs, charges, losses, damages and
expenses which they or any of them may incur or sustain by or by
reason of any act done, concurred in or omitted in or about the
execution of their duty, or supposed duty, in their respective offices,
pursuant to the Arficles. Such provisions were in force throughout
FY2021 and are currently in force. The Company has arranged for
appropriate insurance cover for Directors’ liabilities in respect of
legal actions that may be brought against the Directors.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group were
enfered into or existed during FY2021.

SHARE OPTION SCHEME

The following is a summary of the principal terms of the Share Option
Scheme conditionally adopted by the written resolutions of the
Shareholders passed on 13 December 2019. The terms of the Share
Option Scheme are in compliance with the provisions of Chapter 17
of the Listing Rules.

Purpose

The Share Option Scheme is a share incentive scheme and is
established to recognize and acknowledge the contributfions the
Eligible Participants (as defined below) have had or may have
made to the Group. The Share Option Scheme will provide the
Eligible Partficipants an opportunity to have a personal stake in the
Company with the view to achieving the following objectives:

(i) motivating the Eligible Participants to optimise their
performance efficiency for the benefit of the Group; and

(i)  aftracting and retaining or otherwise maintaining on-going
business relationships with the Eligible Participants whose
contributions are or will be beneficial to the long-term growth
of the Group.
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SHARE OPTION SCHEME (CONTINUED)
Eligible Participant

The Board may, aft its discretion, offer to grant an option to subscribe
for such number of new Shares as the Board may determine at an
exercise price determined in accordance with paragraph below to
the following persons (“Eligible Participants”):

(i) any full-time or part-time employees, executives or officers of
the Company or any of its subsidiaries;

(i)  any Directors (including non-executive Directors and
independent non-executive Directors) of the Company or any
of its subsidiaries;

(i)  any advisers, consultants, suppliers, customers and agents to
the Company or any of its subsidiaries; and

(iv) such other persons who, in the sole opinion of the Board, will
contribute or have contributed to the Group, the assessment
criteria of which are:

(aa) conftribution to the development and performance of the
Group;

(bb) quality of work performed for the Group;

(cc) initiative and commitment in performing his duties; and

(dd) length of service or contribution to the Group.
Maximum number of shares

The maximum number of Shares pursuant fo which options may be
granted under the Share Optfion Scheme shall not exceed 42,750,000
Shares, which represented 10% of the then issued share capital of
the Company as at the Listing Date and the date of this annual
report. This limit may be renewed at any time provided that the new
limit must not exceed 10% of the total number of Shares in issue as at
the date of the Shareholders’ approval for the renewal.

Notwithstanding anything to the contrary in the Share Option
Scheme, the Shares which may be issued upon exercise of all
outstanding options granfed and yet fo be exercised under the
Share Optfion Scheme and any other share option schemes of the
Company at any fime must not exceed 30% of the Shares in issue
from time to time. No options may be granted under any schemes
of the Company if such grant will result in this 30% limit being
exceeded.
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SHARE OPTION SCHEME (CONTINUED)
Maximum entitlement of each Eligible Participant

The total number of Shares issued and which may fall fo be issued
upon exercise of the options granted under the Share Option
Scheme and any other share option schemes of the Company
(including exercised, cancelled and outstanding options) to each
Eligible Participant in any 12-month period up fo the date of grant
shall not exceed 1% of the Shares in issue as at the date of grant.

Time of exercise of option and duration of the Share Option Scheme

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time after the date upon which the
opfion is deemed to be granted and accepted and prior to the
expiry of ten years from that date. The minimum period for which an
option must be held before it can be exercised will be determined
by the Board in its absolute discretion, save that no option may be
exercised more than ten years after it has been granted. No opfion
may be granted more than 10 years after the date of approval of
the Share Option Scheme by the Shareholders on 13 December
2019 (the "Adoption Date”). Subject to earlier termination by the
Company in general meeting or by the Board, the Share Option
Scheme shall be valid and effective for a period of 10 years from the
Adoption Date.

Acceptance of an offer of options

An option shall be deemed to have been granted to and accepted
by the grantee when the duplicate offer document constituting
acceptance of the options duly signed by the grantee, together
with a remittance of nominal consideration of HK$1.00, is received
by the Company on or before the relevant acceptance date. Such
payment shall in no circumstances be refundable. Any offer for grant
of an option to subscribe for Shares may be accepted in respect
of less than the number of Shares for which it is offered provided
that it is accepted in respect of a board lot for dealing in Shares
on the Stock Exchange or an integral multiple thereof and such
number is clearly stated in the duplicate offer document constifuting
acceptance of the option.
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SHARE OPTION SCHEME (CONTINUED)
Basis of determining the exercise price

The subscription price of a Share in respect of any particular option
granted under the Share Option Scheme shall be such price as the
Board in its absolute discretion shall determine, save that such price
will not be less than the highest of:

(i) the closing price of the Shares as stated in the Stock
Exchange's daily quotations sheet on the date of grant, which
must be a day on which the Stock Exchange is open for the
business of dealing in securifies;

(i)  the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days
immediately preceding the date of grant; and

(i) the nominal value of a Share.

No option was granted, exercised, cancelled or lapsed under the
Share Option Scheme for FY2021 and there was no outstanding
share option as at 31 December 2021.

RIGHTS TO ACQUIRE THE COMPANY'S SECURITIES

At no time during FY2021 was the Company, or any of its holding
companies or subsidiaries, or any of its fellow subsidiaries, a party
tfo any arrangement to enable the Directors or chief executive of
the Company or their respective associates (as defined under the
Listing Rules) to have any right to acquire benefits by means of the
acquisition of shares in, or debenture of, the Company or any other
body corporate.

CONTROLLING SHAREHOLDERS' INTERESTS IN CONTRACTS
OF SIGNIFICANCE

Save as the related party transactions disclosed in Note 29 to the
consolidated financial statements for FY2021 in this annual report,
no conftrolling Shareholder had a material interest, either directly or
indirectly, in any contract of significance (whether for the provision
of services to the Company or not) to the business of the Group
to which the Company or any of its subsidiaries was a party during
FY2021.
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RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken in the ordinary
course of business by the Group during FY2021 are set out in Note
29 to the consolidated financial statements for FY2021 in this annual
report.

The related party tfransactions set out in Note 29 to the consolidated
financial statements for FY2021 constitute “connected transaction”
or "confinuing connected fransactions” (as defined under Chapter
14A of the Listing Rules) which are fully exempted from the disclosure
requirements under Chapter 14A of the Listing Rules. The Company
has complied with the disclosure requirements under Chapter 14A of
the Listing Rules.

CONNECTED TRANSACTIONS

During FY2021, the Group did not conduct any continuing
connected transaction (as defined under Chapter 14A of the Listing
Rules) which is subject to shareholders’ approval, reporting and
annual review requirements under the Listing Rules.

ANNUAL GENERAL MEETING

The Company will hold its forthcoming AGM on Thursday, 16 June
2022 (“2022 AGM"), the notice of which will be published and
despatched to the Shareholders in due course.

CLOSURE OF BOOK FOR REGISTER OF MEMBERS AND
DIVIDEND PAYMENT

For determining the entitlement of the Shareholders to attend and
vote at the 2022 AGM, the register of members of the Company will
be closed from Monday, 13 June 2022 to Thursday, 16 June 2022
(both dates inclusive), during which period no transfer of Shares
will be effected. In order to qualify for attending and voting at the
2022 AGM, all transfer documents, accompanied by the relevant
share certificates, must be lodged with the Company’s Hong Kong
share registrar, Computershare Hong Kong Investor Services Limited
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wan Chai, Hong Kong for registration not later than 4:30 p.m.
on Friday, 10 June 2022.
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CLOSURE OF BOOK FOR REGISTER OF MEMBERS AND
DIVIDEND PAYMENT (CONTINUED)

For determining the entitlement of the Shareholders to the proposed
final dividend, the register of members of the Company will be
closed from Monday, 27 June 2022 to Wednesday, 29 June 2022
(both dates inclusive), during which period no transfer of the Shares
will be registered.

In order to be eligible fo be entitled to the proposed final dividend,
all transfers accompanied by the relevant share certificates and
fransfer forms must be lodged with the Company’'s Hong Kong
Branch Share Registrar, Computershare Hong Kong Investor Services
Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong before 4:30 p.m. on Friday,
24 June 2022.

Subject to the Shareholders’ approval at the 2022 AGM, the
proposed final dividend is expected to be paid on or about Friday, 8
July 2022.

AUDITOR

The financial statements for FY2021 have been audited by Moore
Stephens CPA Limited (“Moore Hong Kong”) who will retire and,
being eligible, offer themselves for re-appointment. A resolution for
the re-appointment of Moore Hong Kong as auditor of the Company
will be proposed at the 2022 AGM.

TAX RELIEF

The Company is not aware of any relief on faxation available
tfo the Shareholders by reason of their holdings of the Shares. If
the Shareholders are unsure about the taxation implications of
purchasing, holding, disposing of, dealing in, or exercising of any
rights in relation to the Shares, they are advised to consult their
professional advisers.

On behalf of the Board
Chen Binggiang
Chairman

Guangdong, China, 28 March 2022
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The Directors recognise the importance of good corporate
governance in management and internal procedures so as fo
achieve effective accountability. The Company's corporate
governance practices are based on principles and code provisions
as set out in the Corporate Governance Code (the "CG Code”)
contained in Appendix 14 to the Listing Rules.

The Company confirms that, other than the deviation from
code provision C.2.1, the Company had complied with all the
code provisions (the “"Code Provisions”) set out in the Corporate
Governance Code contained in Appendix 14 to the Listing Rules
during FY2021.

Provision C.2.1 of the Corporate Governance Code stipulates that
the roles of chairman and chief executive should be separate and
should not be performed by the same individual. Mr. Ernest Chen
is the chairman of the Board and the chief executive officer of the
Company. In view that Mr. Ernest Chen has been assuming day-
to-day responsibilities in operating and managing the Group, the
Board believes that with the support of Mr. Ernest Chen's extensive
experience and knowledge in the business of the Group, vesting the
roles of both chairman and chief executive officer of the Company
in Mr. Ernest Chen strengthens the solid and consistent leadership
and thereby allows for efficient business planning and decision
which is in the best interest to the Group.

The Directors consider that the deviation from provision C.2.1 of the
Corporate Governance Code is appropriate in such circumstances.
Notwithstanding the above, the Board is of the view that this
management structure is effective for the Group's operations,
and sufficient checks and balances are in place. The Directors are
committed fo achieving high standards of corporate governance
with a view to safeguarding the interests of the Company and
the Shareholders as a whole. The Board will continue to review
and consider segregating the roles of chairman of the Board and
the chief executive officer of the Company at a time when it is
appropriate and suitable by taking info account the circumstances
of the Group as a whole.

TRERRE

EXRARFEEREREEREIABREF2EEN  #
MERBHME - ARRZEEERFERTALTRA
ffsxtrmmEidxE TR ([REERFAD HIIZ
JR R Re 57 AER ST A 20

ARARHER  BREETRAHEXEC21EN  RRAR
“EC-FPBFEDET LR HAEC(E
KERT D PTE M AT A ST AMES ([5F AIR3) -

(EEERTADTRGXEC2IGRE EFSTFE
MITBERNAERIF LA TEAR —EAEE-
RMBEEREEGIFERARATHRAR - ERRNA
VAL -BHRELEREEASEZARRE SES
GHEE ERMBEAERAEEER THZEELRK
BT - AP T ERRBRERD TR RITR
BEACHNBIREEE 2RE - EMEREBERH
BB RARAENTAANREZ ZKEME -

EERR NBEBRNRAECREER TR T AE
NECLUEBRE -BEBLMER EFERRX
BERBHAREEET AR - WA RMRA RHIE -
EXHMNERSKFLEER  UWRERAQRRRBRERZ
ERMa EFeREEERRLEEERASEER
BRE BERITLEELESSTFEARRITHAE
BZzAenH-

ANNUAL REPORT 39



2021 F£ 5§

=imksik

CORPORATE GOVERNANCE
REPORT

BOARD OF DIRECTORS
Responsibilities

The Board is charged with promoting the success of the Company by
directing and supervising ifs affairs. The Board has general powers for
the management and conduct of the Company’s business. The day-
to-day operations and management are delegated by the Board to
the management of the Company, who will implement the strategy
and direction as determined by the Board.

Composition

The Board currently comprises six Directors, with three executive
Directors and three independent non-executive Directors.

Executive Directors

Mr. Chen Binggiang (chairman and chief executive officer)
Mr. Chen Bingyao

Mr. Ng Cheuk Lun

Independent non-executive Directors

Ir. Daniel Lai

Mr. Xu Kai

Mr. Yeung Chun Yue David

The biographical details of each of the Directors are set out in
the section headed "Biographies of the Directors and Senior
Management” on pages 17 to 25 of this annual report.

There is no alternate director being appointed to the Board.
Responsibilities of executive Directors

The executive Directors are responsible for the leadership and control
of the Company and overseeing the Group’s business development,
strategic planning and promoting the success of the Group.
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BOARD OF DIRECTORS (CONTINUED)
Responsibilities of independent non-executive Directors

The independent non-executive Directors participate in the Board
meetings to bring in an independent judgement fo bear on the
issues of strategy, policy, performance, accountability, resources,
key appointments and standards of conducts and scrutinize the
Company’s performance in achieving agreed corporate goals and
objectives. They are also responsible for ensuring a high standard
of financial and other mandatory reporting of the Board as well as
providing a balance in the Board in order to effectively exercise an
independent judgement on the corporate actions of the Company
so as to protect Shareholders’ interest and the overall interest of the
Group.

Throughout FY2021, the Company had three independent non-
executive Directors, which met the requirements of the Listing Rules
that the number of independent non-executive Directors must
represent at least one-third of the Board and should not be less
than three, and that at least one of the independent non-executive
Directors has appropriate professional qualifications or accounting or
related financial management expertise.

Each of the independent non-executive Directors has made an
annual confirmation of independence in writing pursuant to Rule 3.13
of the Listing Rules and the Board is satisfied that all the independent
non-executive Directors have been independent and met the
independence guidelines set out in Rule 3.13 of the Listing Rules during
FY2021 and up to the date of this annual report.

Term of Directors

Each of the executive Directors has entered into a service contract
with the Company and the Company has issued appointment letters
to each of the independent non-executive Directors. The principal
particulars of these service contracts and letters of appointment
are (i) for a term of three years commencing from their respective
effective dates; and (ii) subject to termination in accordance with
their respective terms. The term of the service confracts and the
letters of appointment may be renewed in accordance with the
Arficles and the applicable Listing Rules.
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BOARD OF DIRECTORS (CONTINUED)
Remuneration

The Directors and the senior management receive remuneration
in the form of salaries, fees, discretionary bonuses and other
allowances and benefits in kind (where applicable).

The aggregate amount of remuneration (including salaries,
allowances, discretionary bonuses, other benefits and contributions
to pension schemes) paid or payable to the Directors for FY2021 was
approximately RMB3,890,000.

The remuneration of the Directors is determined with reference
to salaries paid by comparable companies, experience, time
commitment and responsibilities of the Directors and performance of
the Group. Details of the remuneration of the Directors for FY2021 are
sef out in Note 10 to the consolidated financial statements for FY2021
in this annual report. In addition, pursuant to Code Provision E.1.5 of
the CG Code, the annual remuneration of the senior management
of the Company by band for FY2021 is set out below:
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of senior
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EEEE
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Nil-HK$1,000,000

Save as disclosed in this annual report, (i) no remuneration was paid
to the Directors or the five highest paid individuals as an inducement
to join, or upon joining, the Group; (ii) no compensation was paid to,
or receivable by, the Directors or past Directors or the five highest
paid individuals during FY2021 for the loss of office as director of
any member of the Group or of any other office in connection with
the management of the affairs of any member of the Group; and
(iii) none of the Directors waived any emoluments during the same
period.

Save as disclosed in this annual report, no Director or none of the
five highest paid individuals has been paid in cash or Shares or
otherwise by any person either to induce him to become, or to
qualify him as a Director, or otherwise for service rendered by him in
connection with the promotion or formation of us.
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BOARD OF DIRECTORS (CONTINUED)
Continuous Professional Development

Newly appointed Director will be arranged a comprehensive, formal
and tailored induction which includes provision of key guidelines,
documents and publications relevant to their roles, responsibilities
and ongoing obligations; a briefing on the Company’s structure,
businesses, risk management and other governance practices
and meetfing with ofther fellow Directors so as to help the newly
appointed Directors familiarize with the management, business and
governance policies and practices of the Company, and ensure that
they have a proper understanding of the operations and businesses
of the Company.

The Company encourages its directors to partficipate in continuous
professional development courses and seminars organized by
professional institutions or professional firms and study materials on
relevant tfopics so that they can contfinuously update and further
improve their relevant knowledge and skills.

During FY2021, the Directors were provided with reading materials
relevant to corporate governance, director’'s duties and
responsibilities, the Listing Rules and other relevant ordinances.

Meeting of Board and Board Committees and Directors’ Attendance
Records

Nofice of regular Board meetings is served on all Directors at least
14 days before the meeting. For other Board and Board committee
meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all Directors at least three days before each
Board or Board committee meeting to keep Directors apprised of
the latest developments and financial position of the Company and
to enable them to make informed decisions. The Board and each
Director also have separate and independent access to the senior
management of the Company where necessary.
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BOARD OF DIRECTORS (CONTINUED)

Meeting of Board and Board Committees and Directors’ Attendance
Records (Continued)

The minutes of Board and Board committee meetings are kept by the
company secretary and are open for inspection by any Director. The
minutes of Board and Board commitfee meetings record in sufficient
detail the maftters considered and decisions reached, including any
concerns raised by Directors or dissenting views expressed. Draft and
final versions of minutes are sent to all Directors for their comment and
records respectively, within a reasonable time after the meetings are
held. The number of Board meeting held and attendance of each of
the Directors is as follow:

Name of Director

EEps

Mr. Chen Binggiang BRI 58 5 &
Mr. Chen Bingyao BRIRRE &
Mr. Ng Cheuk Lun REMEE
Ir. Daniel Lai BHE TR
Mr. Xu Kai e

Mr. Yeung Chun Yue David BIRFEE

The chairman of the Board will at least annually hold meetings with
the independent non-executive Directors without the presence of
other Directors.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functfions set out in the
Code Provision D.3.1 of the CG Code. The Board reviewed the
Company’s corporate governance policies and practices, training
and confinuous professional development of Directors and senior
management, the Company's policies and practices on compliance
with legal and regulatory requirements, the compliance of the
Model Code and written employee guidelines, and the Company'’s
compliance with the CG Code and disclosure in this corporate
governance report.
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BOARD COMMITTEES

The Board delegates certain responsibilities fo the Audit Committee,
Remuneration Committee and Nomination Committee (together, the
“Committees”). In accordance with the Listing Rules, the Articles and
the relevant laws and regulations in the Cayman Islands, the Board
has established the Committees for effective and efficient corporate
governance. These Committees are established and operated in
accordance with the specific written terms of reference, which are
available on the websites of the Company and the Stock Exchange.

Audit Committee

The Audit Committee consists of three members, namely Mr. Yeung
Chun Yue David (Chairman), Ir. Daniel Lai and Mr. Xu Kai. The
primary duties of the Audit Committee are, among others:

(a) to be primarily responsible for making recommendations to
the Board on the appointment, reappointment and removal
of the external auditor, and to approve the remuneration and
other terms of engagement of the external auditor, and any
questions of ifs resignatfion or dismissal;

(b) to review and monitor the external auditor's independence
and objectivity and the effectiveness of the audit process in
accordance with applicable standards. The Audit Committee
should discuss with the auditor the nature and scope of the
audit and reporting obligations before the audit commences;

(c) where more than one audit firm is engaged, to discuss with
each of the audit firms the nature and scope of the audit and
reporting obligations and ensure co-ordination between audit
firms before the audit commences;

(d) to develop and implement policy on engaging an external
auditor to supply non-audit services. For this purpose, “external
auditor” includes any entity that is under common conftrol,
ownership or management with the audit firm or any enfity that
a reasonable and informed third party knowing all relevant
information would reasonably conclude to be part of the audit
firm nationally or internationally. The Audit Committee should
report to the Board, identifying and making recommendations
on any matters where action or improvement is needed;
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BOARD COMMITTEES (CONTINUED)
Audit Committee (Continued)
Review of the Company'’s financial information

(e) to monitor the integrity of the Company’s financial statements
and annual report and accounts, intferim report and quarterly
reports (if any), and to review significant financial, reporting
judgements contained in them;

(f)  in reviewing these reports (the Company’s annual report and
accounts, interim report and quarterly report) before submission
to the Board, the Audit Committee should focus particularly on:

(i) any changes in accounting policies and practices;

(ii)  major judgemental areas;

(iii)  significant adjustments resulfing from the audit;

(iv) the going concern assumption and any qualifications;
(v) compliance with accounting standards;

(vi) compliance with the Listing Rules and legal requirements
in relation to financial reporting;

(vij  the fairness and reasonableness of any connected
tfransaction and the impact of such transaction on the
profitability of the Group and whether such connected
tfransactions, if any, have been carried out in accordance
with the terms of the agreement governing such
fransactions;

(viij whether all relevant items have been adequately
disclosed in the Group's financial statements and whether
the disclosures give a fair view of the Group’s financial
conditions;

(ix) any significant or unusual items that are, or may need to
be, reflected in such reports and accounts;

(x)  the cashflow position of the Group; and

(xi) and to provide advice and comments thereon fo fthe
Board;

46  ANNUAL REPORT

ExgZE2 (&)
BIEEE (H)
EHE LAY BEEH

(e) BERARNTNHBREARFERERKEE - F
HRERFERS (WA)NTEN  WEHRE
EREFMHEBHEVBRBRNEARTR

(f) EREFERIAFBERE ARXANFERSR
fRE  THRERFTERSE) AN B ZESRE
RIS T 5 FIRMNAE B -

() SIABREREHEAEMER:

(i) BREBHEENDTS

(i) AEEBMEROERFAE

(iv) HELLEHBRIMEMREBER

(v) REETEHER:

(vii RRETHEBEUBERFN LETREIRER
BIE

(vii BEXSRETBAFTAERHAEEETF
IRERZEEEBER S (WA REIRRBE
Bt s BV IR RN 7T

(vii) REFFEHBEEAECEMMBEERLE
%M%ﬁ%'&ﬁmﬁi%ETuﬂimE
TR ER B B OO

(ix) EZERENRETARRIFRBRHOE
AEARTFHEERAR

(x) AEERSBENHNRR K
(xi) UHRHAEFSRHZERER



2021 ¥R =imksik

CORPORATE GOVERNANCE N ¥EAH{E

REPORT

BOARD COMMITTEES (CONTINUED) EExEeZzeg (&)
Audit Committee (Continued) FEHEES (&)

Review of the Company'’s financial information (Continued) FEHAL GG BEER ()
() inregard to (f) above: (@) FLM(f)EmS :

(i) members of the Audit Committee should licise with the
Board and senior management of the Group and the
Audit Committee must meet, at least twice a year, with
the Company's auditors; and

(i) the Audit Committee should consider any significant or
unusual items that are, or may need to be, reflected
in the reports and accounts, it should give due
consideration to any matters that have been raised
by the Company's staff responsible for the accounting
and financial reporfing function, compliance officer or
auditors;

(h)  to discuss problems and reservations with the auditors arising
from the interim and final audits, and any matters the auditors
may wish to discuss (in the absence of management where
necessary);

Oversight of the Company’s financial reporting system, risk
management and internal control procedures

(i) to review the Company’s financial controls, internal conftrol
and risk management systems;

(i) to discuss the risk management and internal confrol system with
management to ensure that management has performed its
duty to have an effective internal control system. This discussion
should include the adequacy of resources, staff qualifications
and experience, training programmes and budget of the
Company’s accounting and financial reporting function;
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(k) to consider major investigation findings on risk management k) EHIEEZ=SNZREREBHEREREERE KA
and internal control matters as delegated by the Board or on EREENEZHAEARNEEEHASERY
its own initiative and management’s response to these findings; o] & 5

() where an internal audit function exists, to ensure co-ordination () WRJBERMLBEEIAL - BFERAILAINEZ B
between the internal and external auditors, and to ensure that MTESEHE thABRRANSETNEEEH
the internal audit function is adequately resourced and has BREE WHEARQATRNEEEE RIHA - LA
appropriate standing within the Company, and to review and Mg M BE R H AW
monitor its effectiveness;

(m) to review the Group's financial and accounting policies and (M) BIAAEENTBELREAHERER
practices;

(n) to review the external auditor’'s management letter, any (n) BEIIEZEMETEREEN(ESBRHBE X

material queries raised by the auditor to management about
accounting records, financial accounts or systems of control
and management’s response;
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BOARD COMMITTEES (CONTINUED)
Audit Committee (Continued)

Oversight of the Company’s financial reporting system, risk
management and internal control procedures (Continued)

(o) to ensure that the Board will provide a timely response to the
issues raised in the external auditor's management letter;

(p) toreport to the Board on the matters set out above; and

(g) to consider and implement other matters, as defined or
assigned by the Board from time to time.

The Audit Committee held 3 meetings during FY2021 for the purposes
of, among other things, considering and approving the annual
financial results for the year ended 31 December 2020 and the
interim financial results for the six months ended 30 June 2021. The
details of attendance are set out below:

Audit Committee Members

(0) HREFE RISEENINEZBAG T TEE N
(BEHBERHE IR OEE ;

(p) HIMFTREFERE: &

() EREATEESTBEERTENEHEE -

ENZEEN T —FUBRFEETTINGH MU
(K e EEEAMERE T -_TF+ _H=+—
BLEFENEFMBRERBE_T_—FA=T
BLUEANEAMPMBMERE - HESBTHIIMT

Number of meetings

attended/held
HE/BTERRE

ENEEBRE

Mr. Yeung Chun Yue David BIRFEE
Ir. Daniel Lai TRE TR
Mr. Xu Kai TR E

The Audit Committee has recommended fto the Directors the
nomination of Moore Hong Kong for re-appointment as external
auditor of the Company at the 2022 AGM.

The Company’s annual results for FY2021 have been reviewed by the
Audit Committee.

Remuneration Committee

The Renumeration Committee consists of four members, namely
Ir. Daniel Lai (Chairman), Mr. Xu Kai, Mr. Yeung Chun Yue David
and Mr. Chen Binggiang. The primary duties of the Remuneration
Committee are, among others, to make recommendations to the
Board:

(i) to make recommendations to the Board on the Company's
policy and structure for all Direcfors’ and senior management
remuneration and on the establishment of a formal and
fransparent procedure for developing remuneration policy;

(i) to review and approve the Group’'s management’s
remuneration proposals with reference to the Board's
corporate goals and objectives;
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BOARD COMMITTEES (CONTINUED)
Remuneration Committee (Continued)

(i) either to determine, with delegated responsibility, or fo make
recommendations to the Board on the remuneration packages
of individual executive Directors and senior management,
this should include benefits in kind, pension rights and
compensation payments, including any compensation payable
for loss or termination of their office or appointment;

(iv) to make recommendations to the Board on the remuneration
of non-executive Directors;

(v) to consider salaries paid by comparable companies, time
commitment and responsibilities and employment conditions
elsewhere in the group;

(vi) to review and approve compensation payable to executive
Directors and senior management for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive;

(viij  to review and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure that
they are consistent with confractual terms and are otherwise
reasonable and appropriate; and

(vii) to ensure that no Director or any of his associates is involved in
deciding his own remuneration.

The Remuneration Committee held 1 meeting during FY2021 for
the purposes of, among others, considering the remuneration
package and benefits of the executive Directors and making
recommendations to the Board for approval. The details of
aftendance are set out below:

Remuneration Committee Members

TRERRE

EExgZEe (&)
FHEEE (&)

(i) BEFEBRECETCXAEFTTEEB/AIHRT
EENSEEEABRNTHGE LWEREHR
BENm - RRSEMNREESR (BRERAILRL
BB ENREE)

(iv) BERTTEFNHFMAEFSIRLZS

(v) ZERBRRINOHFH AN HOEERBE
VA Ko 52 [ P4 B At B o 69 4 PR AR 1

(vij AR ERMRTEERSEEEABRAERSL

BENAAFAE - FHBS

(Vi) R EREETRAEMBERIEREHRE
EMSRMBEREE  UERZETHES DK
KB HERERSOER % ARBETA
RIEEE M

(vii) BREMNEEIKHEHEMBREAINSL2EBEARS
HOEr B o

FHMZBeN T —FHHRFERITTIREH MU

(EPER)ZENTEENHFMGTBEREN LWE

RS AHIE - BEFBHRIIOT

Number of meetings

attended/held

FHZEEERE

Ir. Daniel Lai RBHETIRA
Mr. Xu Kai TEEE

Mr. Yeung Chun Yue David BiIRFEE
Mr. Chen Binggiang RIRELAE

HE/ BIEERE

/1
/1
1/1
1/1

ANNUAL REPORT 49



2021 F£ 5§

=imksik

CORPORATE GOVERNANCE
REPORT

BOARD COMMITTEES (CONTINUED)
Nomination Committee

The Nomination Committee consists of four members, namely Mr. Xu
Kai (Chairman), Ir. Daniel Lai, Mr. Yeung Chun Yue David and Mr.
Chen Bingyao. The primary duties of the Nomination Committee are,
among others:

(i) to review the structure, size and composition (including the
skills, knowledge, experience and diversity of perspectives)
of the Board at least annually and make recommendations
on any proposed changes fo the Board fo complement the
Company'’s corporate strategy;

(i) to identify individuals suitably qualified to become members of
the Board and select or make recommendations to the Board
on the selection of individuals nominated for directorships with
reference to the Board Diversity Policy;

(i)  fo assess the independence of the independent non-executive
Directors; and

(iv) to make recommendations fo the Board on the appointment or
re-appointment of Directors succession planning for Directors,
in particular the chairman and the chief executive.

The Nomination Committee held 1 meeting during FY2021 for the
purposes of, among others, reviewing the composition of the Board,
considering any changes in the Directors and senior management
of the Company and the making recommendations to the Board for
approval. The details of attendance are set out below:

Nomination Committee Members
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BOARD COMMITTEES (CONTINUED)
Board Diversity Policy

With a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. In designing the Board's
composition, Board diversity has been considered from a number
of aspects, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. All Board appointments will be
based on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity on
the Board.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code"”) as set
out in Appendix 10 fo the Listing Rules as the required standards for
securities transactions by the Directors. Specific enquiries have been
made to all the Directors and all the Directors have confirmed that
they had complied with the required standards, where applicable,
set out in the Model Code during FY2021.

EXTERNAL AUDITOR AND REMUNERATION
Moore Hong Kong is appointed as the exfternal auditor of the
Company.

For FY2021, the fees paid to Moore Hong Kong for the audit of
the annual financial statements of the Group were HK$1,200,000
(equivalent to approximately RMB997,000).

There was no non-audit service provided by Moore Hong Kong to
the Company during FY2021.
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ACCOUNTABILITY AND AUDIT

The Directors are responsible for the preparation of the consolidated
financial statements in order to give a true and fair view of the
financial position of the Group, the financial performance and
cash flow during FY2021. In preparing the consolidated financial
statements for FY2021, the Directors have selected suitable
accounting policies and applied them consistently, made
judgements and estimates that are prudent, fair and reasonable
and prepared the consolidated financial statements on a going
concern basis. There are no material uncertainties relating to events
or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern.

The statement from the external auditors regarding ftheir reporting
responsibilities on the consolidated financial statements is set out in
the section headed “Independent Auditor's Report” of this annual
report.

INTERNAL CONTROLS AND RISK MANAGEMENT

The Board is responsible for maintaining sound and effective
internal control and risk management systems in order fo
safeguard the Group’'s assets and Shareholders’ interests and
reviewing the effectiveness of the Company’s internal control
and risk management systems on an annual basis so as to ensure
that intfernal confrol and risk management systems in place are
adequate. The Company outsourced its infernal audit function to
Messrs BT Corporate Governance Limited who reports to the Board
directly. The internal audit function primarily carries out the analysis
and independent appraisal of the adequacy and effectiveness
of the Group's risk management and internal confrol systems, and
reports their findings to the Board on, at least, an annual basis.

The Group's intfernal control system includes a well-established
organisational structure with clearly defined lines of responsibility
and authority. The day-to-day departmental operations are
entfrusted to individual department which is accountable for its
own conduct and performance and is required to operate its own
department’s business within the scope of the delegated authority
and to implement and strictly adhere to the strategies and policies
set by the Company from time to time. Each department is also
required to keep the Board informed of material developments of
the department’s business and implementation of the policies and
strategies set by the Board on a regular basis.
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INTERNAL CONTROLS AND RISK MANAGEMENT
(CONTINUED)

During FY2021, the Board had reviewed the effectiveness of the
internal control and risk management systems of the Group to
ensure that a sound system is maintained and operated by the
management in compliance with the agreed procedures and
standards. The review covered all material controls, including
financial, operational and compliance controls and risk
management functions. In particular, the review also covered the
adequacy of resources, staff qualifications and experience, training
programs and budget of the Company’'s accounting, internal
audit and financial reporting functions. The review was made
by discussions with the management of the Company and the
assessment conducted by the Audit Committee. The Board believes
that the existing internal control system is adequate and effective, in
particular, for financial reporting and Listing Rules compliance.

INSIDE INFORMATION

With respect to procedures and internal controls for the handling
and dissemination of inside information, the Company takes seriously
of its obligations under Part XIVA of the SFO and the Listing Rules. All
the inside information identified by the Directors shall be published
and disclosed to the public in a timely manner through the
Company’s publications and communications, unless the information
falls within safe harbours as prescribed in the SFO.

COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDER RIGHTS

The AGM remains the principal forum for dialogue with the
Shareholders. The Shareholders are encouraged to participate in
the proceedings of and ask questions about the resolutions being
proposed and the operations of the Group. The Articles allow a
Shareholder entitled to attend and vote at general meeting of
the Company to appoint more than one proxy to attend and vote
on his/her/its behalf and also provide that a proxy need not be a
Shareholder.

TRERRE

R BE 42 I B B R ()

RZF_—FUBFE EFgCRIARENEE
REBERHE U BREEBERETREFREF
BEFREEAYZHE - R REMAEREEREE
BREME 2ERAMEEEERAREERE  LE
ERFNMREERTRBENR BEITEERES: - HHIER
BREARBZEF ABEERMBEREBEZTRE -
BANEARREREEIMABRAZEGETIMRLZ
THRET EZTERRBEAMEEFEREAR L
HEAMBHSE M EmBRATT@E -

REHE
ARBREEREREZ LB G EXIVAR K £
BRATERBRERENARBEZEF MARBEERE
MER FMAREEHEZARTBEYEARKEBR
REZ T FERTEL AAREE  RIFFREERE
REFRBEGRIAREZ L 2B R ZEER -

BLR Rz A & IR R A

BERBFASKARERREFZIERE - AAAH
BER2ERREIHEZRBRERAEE ZLERRA -
MURHEREEARABRRAGSERE LREZK
REFE- BN ERZRRRRZBRREFELRE - IR
ERRERRBARBKR -

ANNUAL REPORT 53



2021 F£ 5§

=imksik

CORPORATE GOVERNANCE
REPORT

COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDER RIGHTS (CONTINUED)

All resolutions put forward at Shareholder meetings will be voted by
poll pursuant to the Listing Rules and poll results will be posted on
the websites of the Company and the Stock Exchange after each
Shareholder meeting.

Procedures for Shareholders to convene an extraordinary general
meeting

Pursuant to Article 64 of the Arficles, the Board may, whenever it
thinks fit, convene an extraordinary general meeting. Extraordinary
general meetings shall also be convened on the requisition of one or
more Shareholders holding, at the date of deposit of the requisition,
not less than one tenth of the paid up capital of the Company
having the right of voting at general meetings. Such requisition shall
be made in wrifing fo the Board or the company secretary for the
purpose of requiring an extraordinary general meeting tfo be called
by the Board for the transaction of any business specified in such
requisition. Such meeting shall be held within two months after the
deposit of such requisition. If within 21 days of such deposit, the
Board fails to proceed to convene such meeting, the requisitionist(s)
himself/herself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Procedures for putting forward proposals at general meeting

There are no provisions allowing Shareholders fo propose new
resolutions at the general meetings under the Cayman Islands
Companies Law (2016 Revision). However, Shareholders who wish
to propose resolutions may follow Article 64 of the Articles for
requisitioning an extraordinary general meeting and including
a resolution at such meeting. The relevant requirements and
procedures are set out above. As regards proposing a person for
election as a Director, the procedures are available on the website
of the Company.

Procedures for putting enquiries to the Company and contact details

Shareholders may, at any time, direct questions, request for publicly
available information and provide comments and suggestions to
directors or management of the Company. Such questions, requests
and comments can be addressed to the company secretary of the
Company by email to stella@sanvo.com.
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DIVIDEND POLICY

The form, frequency and amount of dividends declared each year
will take into consideration the Group's profit growth, cash position,
positive cash flow generated from operations, projected capital
requirements for business growth and other factors as the Board may
deem appropriate.

CONSTITUTIONAL DOCUMENTS

There had been no change to the Articles for FY2021, which is
available on the websites of the Company (www.sanvo.com) and
the Stock Exchange (www.hkexnews.hk), respectively.

COMPANY SECRETARY AND PRIMARY CONTACT OF THE
COMPANY

The company secretary of the Company is Mr. Ng Cheuk Lun who is
also an executive Director and the primary contact of the Company.
Mr. Ng is a Certified Public Accountant (Practising) of the Hong
Kong Institute of Certified Public Accountants as well as a Certified
Practising Accountant of CPA Australia.

In compliance with Rule 3.29 of the Listing Rules, Mr. Ng Cheuk
Lun has undertaken not less than 15 hours of relevant professional
training during the Year 2021. All the Directors have access fo
the advice and services of the company secretary on corporate
governance and Board practfice and matters. Mr. Ng Cheuk Lun
has been contacting with the Board directly in respect of company
secretarial matters.
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ABOUT THIS REPORT

SANVO Fine Chemicals Group Limited (the “Company” together
“us”, “our” or the "Group")
is pleased to present our annual Environmental, Social and

with its subsidiaries, collectively, "we"”, "us
Governance Report (the "Report”) to provide an overview of the
Group’'s management of significant issues affecting the operation,
including environmental, social and governance (“ESG") issues.

REPORTING PERIOD

The Report illustrated the Group's initiative and performance on the
environmental and social aspects for the period from 1 January 2021
to 31 December 2021 (the “Reporting Period”).

REPORTING SCOPE

This Report covers all subsidiaries of the Group in the People’s
Republic of China (the “PRC") with core business that principally
engaged in researching, developing, manufacturing and sales of
hardware and building materials and automotive maintenance
industrial chemical products in the PRC, representing all our total
revenue of the Reporting Period. The Group will continue in assessing
the impacts of its business on the major ESG aspects and to include
in the Report. The scope of the Report is consistent with the ESG
Report last year.

REPORTING BASIS

This Report was prepared in accordance to the Environmental,
Social, and Governance Reporting Guide (“ESG Reporting Guide”)
set out in Appendix 27 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the *“Listing Rules”).
The Group has complied with the disclosure requirements of the
“comply or explain” provisions set out in the ESG Reporting Guide.
The Group will continue fo optimize and improve the disclosure
of KPIs. This Report was prepared and published in both English
and Chinese. In the event of contradiction or inconsistency, the
English version shall prevail. For more informatfion on our corporate
governance, please refer to the “Corporate Governance Report”
on pages 39 to 55 of the annual report of the Company for the year
ended 31 December 2021.
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REPORTING BASIS (CONTINUED)

During its preparation, the Group adheres to the reporting principles
of materiality, quantitative, balance and consistency by:

Reporting Principles

Interpretation
HERA 33

R -#HERERHE

REEE(H)

RRELERET  AEEETERN 8 FHER -
HErHmE R

The Group's Application
AEENER

Materiality - The report should disclose significant impactson -

BE the environment and society, or aspects that
materially affect how the stakeholders assess the
Group and make decisions.
REEBEHRERLENEAYE  FHBHHETEAR
CERENARBEAYENAE -

Quantitative - The KPIs disclosed in the report shall be calculable -

4|4 and comparable where applicable.
BEGPRBENAREZESEATHE  BEBRBERT
AELE

Balance = The Group should objectively and fruthfully report -

Tk its ESG performance for the year.
AEEERE  EEMZRAEEMESCRE -

Consistency - The ESG report should be prepared in a consistent -

—5 manner, its ESG's KPIs can be compared to

understand corporate performance.
ESGHRERA—HM A HH - ESCRREBIRITRA(E
BT ROERR

BOARD STATEMENT

To strengthen our management on sustainable development, an
ESG governance structure was established. The Board takes full
accountability for the Group's ESG governance and sustainable
development. They are responsible for monitoring the Group's
materiality issues, performance, and evaluating the ESG-related risks
and opportunities regularly. Under the authorization of the Board,
the ESG committee considers and evaluates various stakeholders’
concerns and interests by materiality assessment to determine
the Group's ESG management approach, strategy, priorities, and
objectives. The Group has set related ESG targets. In the future,
we will continue to review the needs to conduct progress review
under the goals and attempt to improve the work of sustainable
development.

The Group conducts questionnaire to understand stakeholders’
expectations. Based on the results of the questionnaire, the

Group identifies and reports the Group’s material sustainability
issues.

AEEETREREUN TRENENRE - REFMSHAELER  F5EF
Rt REAEBNEARAHELESE -

Under feasible situation, the Group records, calculates and
discloses quantitative information and conducts comparisons

with past performance.

EATERT  AEERS  FERRES(ER  VEBFRIETHR -

The Group follows the principles of accuracy, objectivity and
fairness to report its achievements and challenges in sustainable
development.

REBBEER ZERATHRA  RELETHELERAARGHN
RREEHE -

The Group ensures consistency in preparing the report and
manage its ESG data for future comparison. If there are any
changes fo the methodologies, calculations, or any other

factors that affect meaningful comparison, the Group will make

a clear explanation
AEBBRREA BN EREREEREREESCHE LB RLE -
mEatht  AEFAREMEFLEESHBNRREEMNSE - K
SEefFLRmRE-

ExeEH

RMBAUHEZRER MBI TESGERRE - &

SUHAEKEMESCE AR HARRAELMEML -
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ESG GOVERNANCE STRUCTURE

The Group established an ESG governance structure and carried
out the concept of sustainable development into daily work. The
ESG Committee, chaired by one of our Executive Director, was
formed during the Reporting Period, overseeing the ESG task force
("Task Force”) led by our Administration Manager. The structure is
consisted of three parts: decision-making level, organization level
and execution level.

. Decision-making level: Board of the Group

The Board is the highest decision-making level of the Group
which takes full responsibility for ESG strategy and reporting.
The Board monitors sustainable development performance and
progress of the Group. It reviews and approves the Group's
ESG management policies, strategies, goals, and annual
work, including assessment, prioritization, and management
of material ESG issues, risks, and opportunities. It also regularly
reviews the ESG performance of the Group and its progress in
achieving related objectives.

. Organization level: ESG committee

The Group’'s ESG committee is the second level of the
governance structure. The ESG committee is delegated by the
Board, chaired by an Executive Director. The ESG committee
is responsible for formulating ESG management policies,
strategies, goals, and annual work and promoting related
implementation. They also identify, evaluate, review, and
manage major ESG issues, risks and opportunities. All working
status and related recommendations will be reported to the
Board of the Group regularly.
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ESG GOVERNANCE STRUCTURE (CONTINUED)

Execution level: The ESG task force

The execution level is the third level of the governance
structure. The Group has established the Task Force. The Task
Force 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
Task Force reports to the ESG committee, assists in idenfifying
and assessing the Group's ESG risks, and assesses the
effectiveness of the Group's ESG internal control mechanism.
The Task Force will also examine and assess our performances
in different aspects such as health and safety, labor standards,
and product and service responsibility in the ESG area. This
level is responsible for organizing, promoting, and implementing
various ESG related fasks under the Group's ESG management
policies and strategies. All tasks will be reported fo the ESG
committee regularly.

CONTACT INFORMATION

The Group welcomes your feedback on the Report for our sustainability

initiatives. Please contact us by email to www.sanvo.com.

APPROVAL OF THE REPORT

The Report was approved by the Board of Directors (the “Board”) of
the Group on 28 March 2022.
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STAKEHOLDER ENGAGEMENT BHESH

We identified the key stakeholders of our business operations. R #AEELENTEH NS - HMBEBSEER
We interact with our stakeholders regularly through various REEFBNEETTHESY - TRABRMNEZEH
communication channels. The following table illustrates the issues of B TOMBANREMEFNDEETHERNRE

concern of our major stakeholders and the ways we communicate
with stakeholders:

Stakeholder Expectation Engagement channel Measures

B0 E He SERE )

Government, — To comply with laws — On-site inspections and checks — Operated, managed and paid taxes
public and &0 BERERS according fo laws and regulations,
communities — Proper tax payment — research and discussion through work strengthened safety management;

B ARATR ZEHR conferences, work reports preparation obtained/renewed licence timely,

HE = Ensure production and submission for approval accepted the government's su-pervision,
safety, environmental BBTEEAEHEMT R RERRERIE inspection and evaluation, and actively
protection and social o AR R g undertook social responsibilities
responsibility KREERAHCE ERVEFH  maks
BRZ2HEE RERER B RESER/FATAE  EXBREE
BAERR BRERE  UEEAELERE

= Promote regional
economic development
and employment
fREREEER LR

Shareholders — Return on investment — Annual general meetings and other — Issued notices of general meetings
and Investors KA E R shareholder meetings and proposed resolutions
RREREE —  Stable operation BERRAGREMBRRAS according fo regulations, disclosed
RERE = Interim reports, annual reports and company's information by publishing
— Risk minimization announcements announcements/circulars, interim report
BB &EL RERE FRRAE and annual report in the year. Carried out
— Information disclosure — Company website different forms of investor activities with
and fransparency ARk an aim fo improve investors’ recognition.
BARBEREAR —  Meeting with investors Held results briefing once. Disclosed
—  Protection of interests BEEEEMH corporate contact details on website and
and fair treatment of — Roadshows in reports and ensured all communication
shareholders i channels available and effective
RIERR R DT EHE BRONEBRRAGBERRERAZE  FA
R BRABAE /AR PHEERERBEEA
—  True, accurate and AEM - HRTAVAMNKREETE  UiEs
timely reporting REERUE - BIT—NEEBRE - £HW
EE ERRERHE REETRBEAAMENE BREEEAE
Loyl
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STAKEHOLDER ENGAGEMENT (CONTINUED) EHrhESH(E)

Stakeholder Expectation Engagement channel Measures

K& Be SHERE i

Employees = Safeguard the rights and  — Feedback box — Provided a healthy and safe working

EE interests of employees ERAE environment; developed communication
REEE B R AF = Training, seminars, briefing sessions channel with management; developed a
Salary and welfare gl e mNe fair mechanism for promotion; cared for
e RER Team activities employees by helping those in need and

Customers

zP

Suppliers/
Partners

HEm,/ AR

Working environment
TERER

Career Development
opportunities
EXuRKE
Self-actualization
BRER

Health and safety
BREZE

Assurance on quality
and quantity of product
BRERmERES
Stable relationship
BEBR

Group reputation and
brand image
SEBRERmETR
Market demand
miHE K

Long-term partnership
REBHBR

Honest cooperation
HBAE

Fairness and openness
Information resources
sharing

BAERLE

Timely settlement

BREES

EKED

Site visit

EiER

Exhibition

RE

Email and customer service hotline
EFHHREFRERE
Feedback forms
mEE R &

Regular meeting
EHEE

Market research
mEHE

Strategic co-operation
RBAE

Regular meetings
THEeE

Tendering process
BiEaE

organizing employee activities
%fﬁﬁi?&;?%mﬂ’ﬁiﬁ*'ﬁ %? 2EE
BNEE AYMEHES  EHEFE
@EE@%EE&@*%%EE

Organised marketing activifies, site visit
and exhibition

ABMEHERLY EHWEEREE

Invited tenders publicly to select best
suppliers and contractors, performed
confracts according fo agreements,
enhanced daily communication, and
established long-term cooperation with
quality suppliers and subcontractors
ARABRERRE] Eﬁ&%@ﬁvﬁﬁi%
T84 MEBERA REZHRERRS
BRURHAERRE
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STAKEHOLDER ENGAGEMENT (CONTINUED)

Stakeholder
&

Peer/Industry
associations

EEYEGELE

Financial
Institution

SRBE

Bank
AT

2021 F£ 5§

Expectation

Experience sharing
NELR
Cooperation

B IE

Fair competition
AFHF

Compliance with the
laws and regulations
ETEERRH
Disclosure of information
BARBRE

Timely repayment of
loans

BHEBRER
Honest cooperation
HEEE

Stable operation
BEBE
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Engagement channel
SHERE

Industry conferences and meetings

GELE

Consulfing

i

Information disclosure
BARE

Reports

HE

Regular meeting
EHEgE
Business and operation update

FHELEEENER

R -#HSREREHE

s ESR R

Measures

Stuck to fair play, cooperated with peers
to realize win-win, shared experiences
and attended seminars and meetings of
the industry so as to promote sustainable
development of the industry

BREATHET  RRESEAERLR 2%
&% 2MOERAEREE  RETEUR
BER

Complied with regulatory requirements in
a strict manner, disclosed and reported
true information in a timely and accurate
manner according fo law
BRETEERT  KERE  ZE HEER
BREEER

Paid interest according to instalment
schedule and cooperated with banks for
inspection and monitoring
BRAPARKERIAFE - A RTET
EEREE
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MATERIALITY ASSESSMENT

The Group has adopted the principle of materiality in the ESG
reporting by understanding the key ESG issues that are important
to the business of the Group. In the Reporting Period, the Group
undertook its annual materiality assessment exercise. The objective
of materiality assessment is to identify ESG topics that are material
and relevant to the Group’s operation. This involved distributing
questionnaires to internal and exfernal stakeholders to identify the
most significant environmental and social impacts on its business.
To identify potential material topics for disclosure in the ESG Report,
we fook reference to the ESG Guide and set possible topics for
assessment.

According to the results of the materiality assessment, the items
below demonstrated the ESG topics with high materiality to the
Group, including:

o Emissions

. Use of Resources

. Environment and natural resources
o Climate change

o Employment

o Health and safety

. Development and training
. Labour guidelines

. Supply chain management
o Product liability

o Anti-corruption

o Community investment

R -#HERERHE
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A. ENVIRONMENTAL ASPECTS
Aspect A1: Emissions

To demonstrate commitment to sustainable development and
compliance with laws and regulations relating tfo environmental
protection, the Group endeavors to minimize the environmental
impact of the business activities and maintain green operations and
green office practices.

Our Group's operations are subject to certain environmental
requirements pursuant to the laws in the PRC, including butf not
limited to PRC Environmental Protection Law* ({F #E A B AR HE R
#)%)), the PRC Law on Prevention and Control of Water Pollution*
((rhzE AR HEMBE KT EBA%)), the Law on Prevention and Control
of Atmospheric Pollution of the PRC* ({fh#E A R £ FE K F 55 26
J&8%)), the Law on Prevention and Control of Environmental Noise
Pollution of the PRC* ((ff#E A R HFBIRIZRE 5 L767%)), the Law
of the PRC on the Prevention and Conftrol of Environmental Pollution
by Solid Wastes* ({fr #E A R £ M BEY S AEEW A E)) and
Notfice of the Ministry of Ecological Environment on accelerating
the resolution of outstanding problems in the management of
volatile organic compounds forwarded by Department of Ecological
Environment of Guangdong Province [2021) No.527* (J& 8 & 4 &
REBERERRBEHENMRBRAESABEZEARY A EREMEDN
0B IR K [ 2021] 527%%) . We continuously observe the laws and
regulations in relafion to environmental protection in the PRC and
have been in strict compliance with them. We have implemented
environmental protection measures in our operations including
having environmental protection procedures in place to treat and
dispose of all of our waste in accordance with national and local
environmental laws and regulations. Dust, waste water, noise and
different sorts of pollutants are generated during our production
processes. We have established environmental and pollution conftrol
policies with various measures in place to process and dispose of our
industrial wastes to minimize the impact on the environment include,
amongst other things:

*  For identification purpose only
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Air pollution

There are increasingly stringent environmental and safety
requirements in the PRC fine industrial chemical industry especially
for emission of VOCs. Certain of our subsidiaries has been listed as
one of the VOCs emission enterprises under supervision and required
to compile a VOCs emission comprehensive control scheme (VOCs
PR A EIA %R (the “Control Scheme”)) in 2018. Thus our Group
aims fo increase the number and proportion of our products which
are water-based/low-VOCs to adhere to the prevailing and more
stringent industry environmental standards in order to minimise any
adverse impact on the environment resulting from our business
activities and monitor technological trends in our industry in the PRC,
which is evident from (i) 118 out of 207 of our fine industrial chemical
products (representing approximately 57.0% of our products) are
currently water-based/low-VOCs, and (ii) our Group holds various
patents (such as "“zero VOC nano tranquil emulsion paint” and
"high-hardness wear-resistant double-group waterbased wood paint
and its preparation method”) in relation to the manufacture of
environmentally friendly fine industrial chemical products which are
water-based and/or low-VOCs.

In order to minimise the emission of VOCs, the Group had
implemented measures as below:

- upgrading the oil paint to water paint;

- change of raw material such as foluene and acetone to
ethanol;

- the propellant LPG is replaced by dimethyl ether (“DME") in
which DME is more soluble;

- adding cover for containers that are not fully sealed in order to
reduce the volatilisation of organic waste gas;

- optimising the production plan so as to reduce various emission
and waste by cleaning devices due to change of raw materials
for production;

R -#HERERHE
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Air pollution (Continued)

- renovating exhaust gas and dust collecting channels in
production workshops to reduce emission from the hazardous
substances effectively;

- upgrading the original waste gas freatment facilities in the
paint workshop and installing an activated carbon adsorption
devices to improve the waste gas treatment capacity;

- Using fully sealed stirring kettle to reduce waste gas spillover;

- using gas collecting hood in the windowfree workshop fo
collect waste gas;

- installing a new set of liquid medicine absorption spray tower
with UV photolysis device and activated carbon adsorptfion
equipment in the paint workshop to improve the efficiency of
waste gas collection and treatment;

- installing a new set of frommel screen and RTO device with
activated carbon adsorption equipment in the key production
bases; and

- planting more trees in a systematic way to ensure an evergreen
environment.

Other than VOCs, our operatfion also generates airborne pollutants
in our production and transportation processes. Our vehicles are
regularly inspected to ensure exhaust emissions are within regulated
limits.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Waste control

Our hazardous waste produced mainly consists of wasted mineral
oils used during the production process. Non-hazardous waste
mainly includes domestic waste. They are separately stored and
handled with the ledger for record. As our production process
involves the use and storage of hazardous materials, it is always
our top concern to comply with the applicable environmental
laws and regulations in the PRC and avoid the occurrence of any
environmental contamination event during our production activities.
As a result, we continuously observe the laws and regulations
in relation to environmental protection as amended from time
to time in the PRC. In practice, in order to properly control the
disposal of our production wastes, we have formulated detailed
environmental proftection rules and guidance for our staff to follow
during production. We also engage qualified recycling companies
to perform waste disposal and treatment, especially for hazardous
waste, so as to minimize the impact on nature. In addition, to ensure
that the quantities and rates of our production discharge are in
compliance with the applicable environmental laws and regulations,
we engage qualified third-party pollutant supervision companies to
examine, monitor and provide advices on our pollutant discharge
conditions for at least once in each financial year.

Other pollution

With respect to waste water, we have filters installed in our sewage
pipelines; carried out regular cleaning of our sewers and pipelines
and improved the drainage system to achieve rain and sewage
diversion to ensure pollutants do not directly enter the sewer. During
the reporting period, we engaged qualified third-party sewage
testing agency to examine our sewage condition and the test results
were complied with relevant national and local laws and regulation.
We also install soundproof walls fo confrol the noise generated
during any renovation or maintenance works carried out at our
production sites.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)

Aspect A1l: Emissions (Continued)
Other pollution (Continued)

Our Group strictly adheres to the standards, metric and targefts
set or issued by the PRC Government environment-related
compliance (including those issued by the General Administration
of Quality Supervision, Inspection and Quarantine of the PRC
and Standardization Administration of the PRC) in assessing and
managing our impact on the environment resulting from our business
activities, including without limitation our consumption or use of
hazardous or harmful substances in our fine industrial chemical
products. In addition, given the increasingly sfringent environmental
and safety requirements in the PRC fine industrial chemical products
industry, our Group places emphasis on minimising adverse impact
on the environment, particularly through research and development
on eco-friendly products, in order to strengthen and maintain our
competitiveness such as by establishing research and development
centres, the objectives and functions of which include (i) research
and development on new products and designing new solutions
and/or formulae, and (i) gathering market intelligence and closely
monitoring the technological frends in our industry in the PRC and
also globally. We also strive fo produce high quality products,
which includes limiting the use of harmful and non-eco-friendly
substances in the production process. For example, certain of our
subsidiaries has been accepted as a member of the Guangdong
Association of Quality Inspection (EE&AE 8B 1H€) as well as
Zhongshan Association of Quality Technology (7 |l T & & % i1 1}
&)and has participated in relevant association activities, such as
staff trainings and seminars on quality inspection. In addition, our
Group has been keeping apprised close attention to the newly
published or amended environmental laws, regulations or rules
enacted by the environmental protection governmental authorities
of natfional or local level from time fo fime and is willing to assume
social responsibilities fo assist in building up a more environmentally
friendly, pollutant-free and recyclable society by focusing on
improving clean production. Moreover, we have also participated
in academic research relating to clean production and a number
of our management and employees have published papers with
respect to environmental issues caused by the production of
relevant hazardous chemicals in various periodicals in the PRC. We
will continue tfo encourage our management and employees to
conduct or take part in research relating to environmental protection
issues, especially in areas connecting with manufacture of, among
others, aerosols, adhesives, painfing and coating products.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Other pollution (Continued)

In light of the above measures, we believe the discharge of each
of the key pollutants generated during our production process
shall remain within prescribed regulatory limits and thus our
business operations do not have a material adverse impact on the
environment.

In addition, the Group advocates emission reduction, and is
committed to achieving sustainable operations and compliance
with emission requirements permitted by the local authorities.
To this end, we have set preliminary directional targets in tferms
of reducing emissions (including air pollutants, greenhouse gas,
hazardous and non-hazardous wastes, and sewage). The Group will
actively implement the air pollutants control plan, electricity-saving
plan, material-saving plan and measures fo maintain or reduce the
intensity of waste production and relevant gas emissions. The Group
will review the progress and explore more opporfunities for various
environmental protection goals. In the fufure, we will set more
specific quantitative environmental goals to nurture the environment
and cherish natural resources. Moreover, we are investing more
resources in recycling to help the development of circular economy.

Environmental aspects Targets
BEEH B

Air Pollutants Emissions

ERBEMEER intensity of air pollutants emissions.
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The Group will actively implement the air pollutants control plan and measures to maintain or reduce the

AEERERERERSANE RS ERER BRERSAVHERTETEAEAINKF

Greenhouse Gas Emissions
REREHER

intensity of greenhouse gas emissions.

The Group will actively implement the electricity-saving plan and measures to maintain or reduce the

AEBRERERHENNEN BREZREHREETBBE KT

Waste Reduction

WO BEY intensity of waste production.

The Group will actively implement the material-saving plan and measures o maintain or reduce the

AEERRGERY M OO E R RREZRNELTREEBERNKE
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)
Other pollution (Continued)

During the Reporting Period, there was no material breach of or non-
compliance with the applicable laws and regulations related to
environmental protection.

Maijor air pollutants emission from our operation during the Reporting
Period as follows:

Air Pollutant Emission

ZERISRMEN

Type of Air Pollutants

Sulphur Dioxide 7
Nitrogen Oxides AAty
Particulate Matter BT T

R -#HSREREHE
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EEAT : S5 ()
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BEREA  UEERERITTRBEARRERZLR
UESREP

SHEA BANEEEEN T EZRTRYIMIE
N

Air Pollutant Emission (kg)

ERERNENE (D)
2021

36.80 35.39
1,099.73 805.63
43.32 38.35

During the Reporting Period, the GHG emission from the operation is
set out below:

GHG Emission
BERBHER

Type of GHG emissions

SHEA 2EEENREREBHERBERIAT

]

Equivalent CO, emission (tons)
“ELRERYNE (W)
2021 2020

Scope 1 Direct emissions HENERHER 496.08 419.67
Scope 2 Indirect emissions CAEVIEES 37 4,654.57 4,837.77
Total @t 5,150.85 5,257 .44
Intensity (tons/Revenue RMB'000) (8 AR%T ) 0.0052 0.0063
Note: B
The calculation of the GHG gas is based on the “A Corporate Accounting and EERENREAEREREETEFRN[CES T EFEZE]
Reporting Standard” from The GHG Protocol. tE

Scope 1: Direct emission from vehicles and refrigerant that are owned by the
Group

Scope 2: Indirect emissions from the generation of purchased electricity

consumed by the Group
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A1l: Emissions (Continued)

Other pollution (Continued)

R -#HERERHE

A RIREE(E)
BEA : S ()

A7 (&)

Hazardous and non-hazardous waste

REREERN

BEEY
EEEY
Total @it

Hazardous waste
Non- hazardous waste

Intensity (fons/Revenue RMB’000)

BE (W ARET )

During the Reporting Period, 9.51 tons Non-hazardous waste were
recycled, compared to 7.11 fons in 2020.

Aspect A2: Use of Resources

The Group's production facilities and business operations are strictly
abide by the laws and regulations of the PRC, including but not
limited to {2z AR MBI E 4 §2)R)%) (Energy Conservation Law of
the PRC) and other laws and regulatfions. We have implemented
energy & resources conservation measure in our operations including
having energy & resources conservation procedure in place in the
course of business operation. We are committed to improving the
efficiency of energy use, advocating conservation of resources, and
improving the efficiency of energy and resource consumption.

The Group places high priority on the efficient use of resources.
The major resources used by the Group are electricity and water.
For usage of water, the Group did not encounter any problems in
sourcing water that is fit for purpose. The Group strives to improve
the efficient use of natural resources, such as minimising waste/
emissions and implementing effective recycling program. Practical
measures are implemented as follows.

- Switching off lights and turning off unnecessary energy-
consuming devices when staff leaves the office;

- Adopting LED lighting in some production workshops and
offices;

- Utilising materials that facilitate clean production environment
to effectively reduce the consumption of detergents and
running water;

5.37 8.68
39.39 55.11
44.76 63.79

0.00005 0.00008
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A2: Use of Resources (Continued)
- Bringing our own cups to avoid using paper cups;

- Improving product packaging forms tfo conserve fthe
consumption of carton materials;

- Collection of carton box and sold to recycling companies;

- Setting the temperature of air-conditioning system in a range
between 25°C to 26°C;

- Adopting “one vehicle one card” policy so as to monitor the
usage of fuel by each vehicle and to avoid wastage by private
usage;

- Regular maintenance of vehicles with good condition for
operational efficiency;

- Using online office system fo minimise the use of paper.
Promoting double side printing in office;

- Focus on quality management so as to reduce wastage and
scrap for less pollution resulted;

- Enhancing the monitoring for the use of food in canteen to
reduce wastage; and

- Establishing management system of idle resources in order to
fully utilise the resources of the Group.

In addition, the Group advocates energy and resources saving, and
is committed fo achieving sustainable operations and compliance
with emission requirements by local authorities. To this end, we have
set preliminary directional targets in ferms of energy use efficiency
and water efficiency, in order to perform better energy conservation
and water conservation. The Group will actively implement the
electricity-saving plan, water-saving plan and measures to maintain
or reduce the intensity of electricity consumption and water
consumption. The Group will review the progress and explore more
opportunities for various environmental protection goals. In the
future, we will set more specific quantitative environmental goals to
nurture the environment and cherish natural resources. Moreover, we
are investing more resources in recycling to help the development of
circular economy.
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. REEM@(E)
Aspect A2: Use of Resources (Continued) BmEmA2 : EREA (&)
Environmental aspects Targets
REEBE AE
Energy Conservation The Group will actively implement the electricity-saving plan and measures to maintain or reduce the
iEE A intensity of electricity consumption.
AEERBERERSSHEREE BRASEETBRERMKE -
Water Conservation The Group will actively implement the water-saving plan and measures to maintain or reduce the
B 49 A K intensity of water consumption.

Consumption of energy, water and packaging materials by the REMERN - AEEMRER KEBEMBEFEEHT

Group during the Reporting Period is set out below: mr
Energy Consumption
BRI HE
Energy consumed (kWh)
ERHEFE (TER)
Type of energy BRER
Unleaded petrol EITH 679,548.49 654,283.97
Diesel 5h 686,028.67 565,659.57
Purchased electricity SNEB 7 7,629,198.00 5,781,964.58
LPG RICEHBR 144,299.44 106,538.19
LNG BIERAR 50,110.50 -
Total @t 9,189,185.10 7.108,446.31
Energy intensity (kWh/Revenue RMB’'000) RRZE (TRE/ARETTKE) 9.35 8.46

Water Consumption

FEKE

Running water consumed BERICEE= 93,140.00 98,071.79
Intensity (tons/Revenue RMB’000) ZE M/ ARETTRE) 0.09 0.12
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A. ENVIRONMENTAL ASPECTS (CONTINUED)

Aspect A2: Use of Resources (Continued)

Packaging materials

RN

BENHER

Type of packaging materials

R -#HSREREHE

A REEE(E)
BEA2 : EREA (H)

Metal B 5,286.46 11,150.34
Plastic 2B 3,983.12 5,006.05
Paper ok 9,284.17 3,846.95

Aspect A3: The Environment and Nature Resources

The Group raises staff’'s awareness on environmental issues through
education and training and enlist employees’ support in improving
the Group’'s performance, promote environmental awareness
amongst the customers, business partners and Shareholders and
support community activities in relation to environmental protection
and sustainability and evaluate regularly and monitor past and
present business activities impacting upon health, safety and
environmental matters. With the integration of policies mentioned
in sections “Emissions” and "“Use of Resource”, the Group stfrives to
minimise the impacts to the environment and natural resources.

Aspect A4: Climate Change

Climate change has caused frequent extreme weather and has
a major impact on business operations. Therefore, the Group has
formulated working mechanisms and contingency plan to identify,
prevent and mitigate climate change issues that may have a
significant impact. At the same time, we would adjust the use of
resources and energy. In response to disasters and accidents that
are easily induced by extreme weather, we always enhance the
capability fo the disaster response.
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A. ENVIRONMENTAL ASPECTS (CONTINUED)
Aspect A4: Climate Change (Continued)
Physical Acute Risk

The Group has identified extreme weather such as typhoons,
heavy rain, thunder and lightning and flooding that can cause
physical acute risk. The potential consequences include damage to
documents, material, equipment, buildings and even employees’
health and life. The above potential consequences will cause
economic losses and increase operating costs to the Group.

The Group has established different measures as below to prevent
and minimize the negative effect of extreme weather.

R -#HERERHE

A REE@E(HE)

BHEA4 : RIR21M ()

HEEsMtmE
AEEEEANERE RN  FERAKFUEHEER
HRBREERRR - IERRATGEEENRRBEXM -
M RE - 2EY  EEREENREREEEREST -
PR REEHMERREEAREEREERRLEH
PR AIE N

REGREBERIBRRRNINZE  REBSHIE
AT B IEEE o

Physical Acute Risk
EESHER

Preventative and mitigation measures
kR

Exireme weather
& R IR

Typhoons - Close doors and Windows with advance notice
) RAAA - BEAME
- Move materials and equipment to safety areas in advance, or covered with a tarp
BEABDHRRXBEERZR 2R ABHKNEE
- Reinforce equipment and components that may be blown away
N T B 35 K 2 PR AE 9 3R 1 I AR A
= Stop all outdoor work

FiE—HIFIMER

Clean up trash and make sure drains unblocked
BENR - BERHEKEG®
- Maintain drainage equipment
HEHKEE
- Reinforce equipment and components that may be washed away
0B A BE AR KO FE B0 3R 8 R B 1

Heavy rain and Flooding =
MR

Thunder and lightning - Keep good conditions of earthing devices
8 REFEME B RN R FiRE
- Control travel and outdoor work before the arrival of lightning
ERETEH - BEREHTRFPIMER
- Remind employees to save data and turn off computers
RESIRFHERBHER
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A. ENVIRONMENTAL ASPECTS (CONTINUED) A. REEM@ (&)

Aspect A4: Climate Change (Continued) EBHEAL : RIFE1 (E)

Physical Chronic Risk ErEertER

The Group has identified extreme weather such as extremely AEBEDHR T ERET LSRR R KK R (204% i5
hot weather can cause physical chronic risk. The potential REKXF) - WBEBRAAJEEENERBIFBEE IR
consequences include an increased chance of getting heatstroke BRI 2 a e - ﬁ;’%%&l@—tﬂ- o T{EIRIE
for employees working outdoor or in the workshop, increasing R BREEEMm  MA e ERAREENT HEK
turnover rate and work-related injuries. The demand for cooling for R 4R B A AN o

the working environment will be increased, which may lead to an
increase in power demand and operating costs to the Group.

The Group has established different measures as below to prevent BEHEEERDHRIHEARNIAFNTE - KEB DT
and minimize the negative effect of extreme weather. L/{T&ETE it

Physical Chronic Risk
ERSBMERR

Extreme weather Preventative and mitigation measures

win R IR Al RRBHE

Extremely hot weather = Open windows to allow the air to circulate
B ARRR THEF REZARE
- Water the ground
ERE
- Keep a First-aid kit convenient
% 2
= Keep tea and cold water available 24 hours a day
2RUNEHEERK
- Arrange employees working schedule reasonably to ensure adequate sleep
AEZHEITIERR  BRETEERE
= Outdoor and aerial work should be stopped
BIERIRBERE
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B. SOCIAL ASPECTS
Aspect B1: Employment

The Group believes that a key to our success is our ability to
recruit, retain, motivate and develop talented and experienced
staff members. We endeavour to attract and retain appropriate
and suitable personnel to serve our Group. Our group assesses the
available human resources on a continuous basis and will determine
whether additional personnel are required to cope with the business
development of our Group. The Group's employment handbook
sets out our standards for compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal opportunity, anti-
discrimination, and other benefits and welfare.

The Group strictly abides by the laws and regulations of the PRC
regarding employment, including but not limited to (#FZE AR LM
B4 84 %) (Labour Contfract Law of the PRC), (s #E A R FE4E
&Rk %) (Social Insurance Law of the PRC), (3 A R H MBI 7t % (2
#5%) (Employment Promotion Law of the PRC) and other laws and
regulations.

The Group entfered into separate labour contracts with each of our
employees in accordance with the applicable labour laws of PRC.
The package includes basic wages, over-time work allowances,
bonuses, retirement benefits and other staff benefits such as various
PRC government sponsored employee benefit funds. We have
devised an appraisal system for our employees and we consider
the appraisal result in conducting our salary reviews and making
promotion decisions. All our staff members undergo a performance
appraisal once a year. The appraisal provides us with an opportunity
to assess each individual staff’s strengths and areas for improvement,
thereby enabling us to effectively train and develop each individual
staff.

We recruit new employees based on specific job requirements, our
resources and needs from time fo fime. We believe our success
depends heavily upon our employees’ provision of consistent, quality
and reliable services. In order to attract, retain and develop the
knowledge, skills and quality of our employees, we place strong
emphasis on the development and training of our employees.
Induction courses, training programs and safety courses are
conducted regularly. Apart from the above, we also incenfivise
our employees to gain knowledge in the relevant field of studies.
We believe this will also increase the overall competitiveness of our
workforce and can maintain good relationship with our employee as
we believe that our employees are valuable assets to our Group.

During the Reporting Period, there were no material non-compliance
regarding employment brought against the Group or its employees.
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B. SOCIAL ASPECTS (CONTINUED) B. HEEM@E(E)
Aspect B1: Employment (Continued) BEB1 : B8 (&)
Below is a detailed breakdown of our employees by gender, age UNTAR_ZE-_ K- -_FTF+-_A=+—B%
group, employment category and location as at 31 December 2021 MR FEAER - EEER KR E SR ESAMA
and 2020:
2021
—E--—&F
Number of % of Number of
staff total staff total
BEI¥E (HAHESH BT®E fHA¥EIN
By gender R
Male B 452 60 580 61
Female g3 426 40 377 39
Total A 1,078 100 957 100
By age group RERER
30 or below 305R M T 388 36 361 38
31-40 317 E405 361 34 303 32
41-50 52505 247 23 236 25
51 or above 5153 £ 82 7 57 5
Total A 1,078 100 957 100
By employment category RERESR
Normal —& 977 91 854 90
Middle F 78 7 80 8
Senior SE 23 2 23 2
Total A% 1,078 100 957 100
By locations B
Hongkong - PRC HRE &S 3 1 4 1
Mainland - PRC B 1,075 99 953 99
Total & 1,078 100 957 100
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B1: Employment (Continued)

Below is a detailed breakdown of our employee furnover rate by
gender, age group and location during the Reporting Period and
the corresponding period:

R -#HERERHE

B. #HEEMEE
BEB1 : R ()

VAT & 70 3 45 BA R I R FE BRI I
SomEERAEEM :

FheA R Mt &

Turnover rate by gender T AE (RIER)
Male B

Female i3

Turnover rate by age group MAE (RERAR)
30 or below 30mA T
31-40 315 E405%
41-50 A1 X E505%

51 or above 51580 £
Location "2
Hongkong - PRC B E
Mainland - PRC B

40% 34%
447, 28%
57% 48%
39% 30%
30% 20%
19% 7%
29% -%
42% 32%

Aspect B2: Health and Safety

The Group places emphasis on occupational health and work safety
in our production plants. As a responsible chemical manufacturing
company, we are accredited with the ISO 45001 (Occupational
Health and Safety Management Systems Certificate). We are
subject to PRC labour, safety and work-related laws and regulations
including the Law on Production Safety of the PRC* (fh#E A R £ FIE
L2 ESE). Thus, we have implemented various health and safety
measures, such as:

(i) compiling health and safety management manuals;

(i)  establishing standard procedures and guidelines for the
operation of machineries;

(ii) establishing contingency plans and measures in case of
emergency and work accidents;

(iv) engaging qualified third-party Occupational Health supervision
companies to examine, monitor and provide advices on
Occupational Health conditions and

(v) providing other information, instructions, training and

supervision as necessary.

*  For identification purpose only

[EEB2 : REHZE

AEBERAEIMMNBERREI(FLR2 - ERAR
bt TEmEERR - BAFIEE TISO45001 (B E &
REZ>EEREARE)RFZT -RMETEREBE(PEA
REMBEZE2EER)STENLE 22 R ITERY
REREZER Bt  BMERTSERERLEREHE
BN

(i) HwHEFEAZE2EETM:
(i)  HETIREIRIE R IRIEES]
(i) BIFTESEFAREZBERRTIEREIMERE &

(v) BEAABES FRERFERL
BRETTRE - BB AR GRS

GIE) = E Y0

(v) REHME R HILEE(WBR) -
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B2: Health and Safety (Continued)

Our business involves the handling, storage and use of flammable
and explosive materials. Improper handling of these materials may
result in serious health effects or personal injury. Thus, we have
designated warehouses in place for the storage of raw materials or
goods that are classified as hazardous substances. These warehouses
are equipped with safety and fire control systems and equipment in
accordance with relevant PRC laws and regulations. We endeavour
to keep the storage levels of our inventory, including hazardous
substances, remained satisfactory and were within our storage
capacity.

Besides, we have established a production safety committee for
each of our current production sites to oversee the implementation
of the safety measures at our current production sites. We have
also prepared a number of production safety manuals for different
production processes, which are designed to standardise the
operating procedures in respect of work safety.

We maintain different types of insurance policies for all of our
properties, manufacturing facilities, plant and machinery, equipment
and inventories against damage caused by accidents. To minimise
our product liability risk, we maintain product liability insurance and
have stringent quality control measures in place in order to avoid
or reduce the incidence of product defects. We are also required
under relevant PRC laws and regulations to pay social insurance and
housing provident fund for our employees. We provide group life,
employer liability, work safety and mandatory social insurances for
our employees in the PRC.

We maintain an internal record of our work injuries. In the past three
reporting years, there was only 1 injury case, and 1 staff deceased
due to illness in 2020. There were no material non-compliance cases
noted in relation fo health and safety laws and regulations during
the Reporting Period.

Below is a detailed breakdown of the Group’s work-related injuries
and fatalities of the past three reporting years are listed as below:

R -#HSREREHE

B. #HEEME(E
BEB2: RERZ2 (M)

BPNEBLREE TERERZN  BEEME -
TERBEZEVMH ARG BMEENREZEIAT
BE Bt BMEERBEFOBRAERYENRM
Haxay - REPRBRZEZRLRN  ZERERAR
REEHEARLRRE AR EEEERDENETR
REFES AMBHKFE - W EERREMNITFEIA -

o B REEREEEI MR YL EEEZES -
NEBEMEETHRZ2EENERER - ZATFHT
FAEEEREZALZEZEETM  §EEIELZRT
EABRIERFIZEL -

BHRE2EME LERE BEEES RBLREFE
RERTFRBNRELNREEINER ZBK - BRIERM
MERBEERR HARBEREETRBRILRE R
on B B PR R M DA S SR D EE an R MY B - IRIRAERE
TEUERRAN - RATARREEXNHERRRER
NE2 - BMATENESREEBAS EXEE
THEZE2 MRS RE -

o

BHEFABRITERE - REE=ZERSFE  EH]
FEGEERIBEIN -_Z_ZFAREN - RIS
HHANLERRERERL2EREEVBENERER
EI8 -

NTIAAEBERBE=ZARSFENTERIETER
B

Number of Work-Related Fatalities: TTHAY:

- Rate of work-related fatalities - AITHE LR
Number of Work Injuries: IEAE:

- Lost days due to work injury - AIBBARIERY

0 1 0
0 0.11% 0
0 1 0
0 21 0
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B3: Development and Training

The Group recognizes the importance of providing fraining for the
development of our employees. To ensure the performance quality
of our employees and their health and safety at work place and
to familiarize our employees with our quality control systems, we
provide on-the-job training to our employees on work safety. We
arrange for our employees to undertake an annual occupational
health examination. If there is any employee having occupational
diseases, we will report to relevant authorities in the PRC and file
work injury insurance claim for employee concerned. We also
encourage our employees in attending external industry-related
frainings established in our employment handbook.

In order to meet the needs of the Group's sustainable development,
to realize employees’ understanding and recognifion of corporate
culture, internal rules and regulations, and job responsibilities, and to
ensure that employees’ job knowledge and skills can be improved,
we have arranged a series of training for our staff.

Each production base formulates an “Annual Training Plan”
according to their own business development needs every year
and submits it to the human resources department for review. The
human resources department coordinates the training resources of
each production base and prepares a group-level *Annual Training
Plan” which should be approved by president. In addition to our job
training, the Group organizes induction training for new employees
according fo their job categories, including factory-level safety
training fo provide occupational safety knowledge, occupational
health knowledge, company rules and regulations, etc.

The Group upholds an open and responsible attitude, listens to
opinions with an open mind, and improves its work efficiency through
continuous discussion and introspection.

R -#HERERHE

B. #HEEMEE
FBEB3 : 8RR

AEEPRA/EEERERBIGIFER - RERET
BERMEARRERTESNRERLZE  WEE
BRERMANMEZFRER  RARRERHEAHEIE
ZENEREY - REALHFREETFERERFRE -
HWHEEANEER LBER  RMAKATRBREBFIRE
YTREREERETHBRERRE - HATZEREES M
BB FMTFRLMETTRMEBOINEDE -

RMEAREEUHERRNTE RETERITRRD
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B. SOCIAL ASPECTS (CONTINUED) B. HEEM@E(E)

Aspect B3: Development and Training (Continued) [BEB3 : R RIEI (&)

Below is a detailed breakdown of the employee training data by T ARSRSBEIZERN RS S0 EEFISE

gender and level during the Reporting Period: FR4A -
Percentage of Trained Employee FHEEESH %
Overall ot}
By Gender ZHF
Male 3 60
Female x 40
Total M@ar 100
By Employment Category BERES
Normal —% 81
Middle R 9
Senior SE 10
Total @it 100

Hours per staff

Average Training Hours FHENGE BEEIZINY
Overall ot

By Gender ZHF]

Male 3 80
Female Bq 53
By Employment Category ZERBREF

Normal - 107
Middle R 12
Senior = 14
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B4: Labour Standards

The Group stfrictly complies with relevant labour laws and
regulations in the PRC, including but not limited to those listed in
the “Employment” section of the Report, and (FZE A R L ME KA
F AR E) (Law of the PRC on the Protection of Minors) and other
laws and regulatfions. The Group prohibits the use of child labour
and forced labour that violate fundamental human rights and also
poses threat to sustainable social and economic development.
During the recruitment process, the Group would verify the actual
age of the applicants by checking their identity documentations
and other records to avoid hiring any child labour. If any violation is
discovered, it will handle it in a serious manner, depending on the
actual situation, it will be handled in accordance with national and
local laws and regulations. Employment contracts and other records,
documenting all relevant details of the employees (including age)
are properly maintained for verification by relevant statutory body
upon request.

During the Reporting Period, we did not identify any issue related to
child labour or forced labour within the Group.

Aspect B5: Supply Chain Management

The Group works closely with its suppliers who are committed to
high quality, environmental, health and safety standards. The major
types of materials used by us include packaging materials, additives,
pigments, fillers, color powder, metallic powder, resin, rubber and
solvents that were sourced from suppliers based in the PRC.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B5: Supply Chain Management (Continued)

To ensure consistency in quality, purchase orders are normally
placed with suppliers which are on our internal list of approved
suppliers. We have multiple sources for most of our raw materials to
reduce possible interruptions to our business operations and over-
reliance on any individual supplier. This helps us to maintain stability
of components and raw materials procurement. We usually do not
enter info any long-term agreements with our suppliers. We have
an extensive network of suppliers on our internal list of approved
suppliers which have a track record of delivering the materials
and components on schedule. In selecting a supplier, we take
info account a number of criteria, including: (i) its track record
and reputation, (ii) quality of materials or components/parts (as
applicable), and (iii) their qualifications (such as the obtainment
of an Operating License for Dangerous Chemicals). In addition to
reviewing factors such as brand and product quality, suppliers’
environmental and social responsibility performance is one of our
primary considerations in establishing strategic relationships. In
considering building partnership, we will give priority fo companies
holding ISO 14001 environmental management system certification.
We are also committed to promoting the procurement and use of
more environmentally-friendly products and materials. In order fo
ensure our suppliers’ supply components and/or raw materials to
our Group at competitive prices, we have internal control measures
in place, including separate teams that handle the (i) procurement
of suppliers, and (ii) obtainment of quotations from suppliers,
respectively. Our suppliers provide their quotations to us by email
or facsimile. In addition, we strive to source our raw materials only
from suppliers which we believe are reputable as to ensure quality
standards and maintain our competitive edge. We request that our
suppliers enfer intfo quality assurance agreements with us. For social
responsibilities, we also request that our suppliers enter into letters
of Honesty and Integrity commitment to ensure that suppliers shall
strictly abide by relevant laws and regulations and adhere to the
principles of fairness, justice, openness and honesty.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B5: Supply Chain Management (Continued)

We usually enfer intfo supply agreements with our suppliers on an
annual basis, which typically do not have an automatic renewal
clause. Our supply agreements typically provide for the type of
raw materials, equipment and/or components supplied, quantity,
price, method of order and delivery, payment and credit ferms,
quality assurance, penalty for delays and defects of raw materials,
and fermination and renewal of the agreements. In general, our
purchases from raw material suppliers are made on the basis of
individual orders specifying the quantity of raw materials. In some
cases, we will pay a certain percentage of the purchase price to
our suppliers prior to the delivery of raw materials. Payment terms
granted by our suppliers vary depending on a number of factors
including our relationship with the supplier and the size of an order.
Our major suppliers generally extend us a credit period ranging
between 30 to 90 days from delivery.

Regarding subcontracting, we have subcontfracted the manufacture
of amongst others, nail-less glue, special effects paint and antifreeze
to a total of three to four manufacturers based in Guangdong
Province, the PRC in past years in order fo maintain flexibility in our
resources and production and to better serve or suit our customers’
needs. When selecting subcontractors, we will evaluate their
performance in using environment-friendly products and services
by using Preliminary Evaluation Form and Comprehensive On-
site Evaluation Form, and give priority to those subcontractors
with good performance as approved subcontractors. In the
annual subcontractors’ assessment, performance in terms of using
environment-friendly products and services will be included and
reviewed. We did not carry out any subcontracting arrangements in
recent years.

We generally placed orders based on our production schedules
and we did not enter intfo long-term confracts with any of
our subcontractors. We selected manufacturers to whom we
subcontract by considering a number of factors, including their
qualifications, experience, technical processes, production
capacity, services quality, machinery and equipment, proximity
to our production sites, terms offered by them and their ability to
assure timely delivery, in order to ensure they have the operating
capabilities and resources to meet our internal standards and
technical specifications.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B5: Supply Chain Management (Continued)

While we did not enter intfo long-term subcontracting agreements,
to ensure consistency of our products we had entered info annual
agreements with our subcontractors pursuant to which we may
place individual orders.

Thus, we believe there are no significant environmental and social
risks for our management decision on supply chain management
during the Reporting Period.

During the Reporting Period, we had over 90 (2020: over 90) suppliers
and subcontractors on our approved list, which all of them are from
the PRC.

Aspect Bé: Product Responsibility
Quality Control

We strive to provide high quality products to our customers and
place great emphasis on quality control, which is equally important
during our procurement and manufacture processes. Accordingly,
we have adopted a quality control system and we believe that as
a result of our stringent in-house quality control procedures, (i) we
did not receive any material complaints or claims in relation to our
products that would materially and adversely affect our financial
position in recent years, and (ii) the total value of products returned
by our customers due to product defects can said to be immaterial
of our fotal revenue.

In recognition of our quality management system, we are certified
as being in compliance with the requirements of ISO 9001: 2015. Our
quality control system is divided into the following main stages:

Raw materials procurement: All raw materials used in our production

processes are subject fo inspection upon receipt at our current
production sites, before being warehoused. We conduct sample
inspections and tests on each batch of our raw materials when they
are delivered to our manufacturing facilities, to ensure that they are
in accordance with our standards. We document all quality control
checks on all raw materials and conduct regular reviews on our
suppliers fo assess their own quality controls. We also request that our
suppliers entfer into quality assurance agreements with us and raw
materials that fail to meet our standards are returned to our suppliers
for corrective measures or for replacement at the supplier's own
cost.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect Bé: Product Responsibility (Continued)
Quality Control (Continued)

Production process monitoring: Our quality control personnel monitor

our production processes to ensure consistency in the quality of our
products. Work-in-progress products are checked by the designated
quality control personnel before being passed on to the next stages
of production. The quality control personnel at the next stage of
production re-examines the work in-progress products received,
tfo ensure there are no defects before the products are further
processed.

Finished products quality control: At the end of the production

process, we inspect our products on a sampling basis to verify that
they meet our quality standards and specifications before delivery to
our customers. In addition, we ensure that our finished products are
properly stored in our warehouses prior to delivery to our customers.

Customer and distributor feedback: We have adopted a policy for
handling product complaints received from our customers and/or

distributors. If our customers have feedback or complaints regarding
the quality of our products or services, they may contact our
customer service personnel on our hotline, who will record details of
such feedback or complaints, and the relevant departments, such
as production, quality control, operations and procurement, will
be notified of such complaints and relevant corrective or remedial
measures will be implemented when necessary. To verify the veracity
of any complaints over the quality of our products, we will assess a
sample of the product taken prior fo the delivery against the product
specifications to evaluate the product’s quality. If it is determined
that the complaint is due to manufacturing fault, defective products
are generally returned to us or replaced by non-defective products
at our own costs to our customers and/or distributors. In the event
that the product quality problem is due to defective materials,
we will request that the relevant supplier(s) bear(s) the costs of
replacement and/or rectification.

Ongoing quality improvement: Depending on the extent of any

products quality issues which we may defect, we may engage
independent third-party experts to perform product quality
inspections. We also expose our products to various environment
conditions to ensure that each type of product maintains an
optimum level of quality for the duration of its expected useful life.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect Bé: Product Responsibility (Continued)
Quality Control (Continued)

During the Reporting Period, there are no disputes between our
Group and our customers in respect of the quality of products
produced by us and there were no cases of non-compliance against
laws and regulations related to products responsibilities.

Product Advertising/Labelling: The Group understands our customers’
rights and is committed to providing accurate product and service

information for customers in connection with their purchase
or consumption decision. The Group requires careful review of
advertising material to profect our customers’ interest. The Group
is committed to providing sufficient and accurate information and
product label to customers, and considers that it is an extended
responsibility of product safety management. The Group provides
clear and simple instructions, including the danger, precaution
measures and emergency treatment of chemical products and
contact information.

Intellectual Property Protection and Data Protection and Privacy:
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The Group strictly abides by national and local laws and regulations,
including but not limited to the (fhZE AR X FE FHF)X) (Patent
Law of the PRC#), (fh#E A R X MEZE E#)E) (Copyright Law of the
PRCH#), (R E AR L MEEFHIZA) (Trademark Law of the PRC#) and
other laws and regulations. In order to protect the information
of customers and the Group (including information related to
intellectual property rights), we have formulated guidelines to ensure
that office equipment such as computers are properly kept. All the
documents and electronic materials of the Group, including training
materials, are not allowed to circulate outside without authorization.
All business information, financial information, personnel information,
contract documents, customer information, research and statistical
information, technical documents, marketing plans, management
documents, meeting content, that have not been publicly
disclosed are all considered corporate secrets. Our employees are
responsible for their confidentiality. All rights and interests obtained
by employees who are on duty, such as commercial and technical
information, inventions and research results, belong to the Group,
and no one is allowed to copy, imitate, transfer, extract, or distribute
without written authorization. The Group is committed to protecting
customers’ data and privacy. Unless the customer’s consent is
obtained, the collected customer information will not be used for
promotional purposes.

During the year ended 31 December 2021, to the best of our
directors’ knowledge, there was no material non-compliance or
violation in intellectual property, advertising, labelling, and privacy.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B7: Anti-Corruption

Anti-corruption is one of the basic principles of the corporate social
responsibility defined internationally. The Group has adopted a zero-
tolerance policy for any form of corruption, including bribery and
extortion, fraud and money laundering, and promise to operate our
business in an honest, ethical and creditable manner. The policies
are revised in due course and all Directors and employees are
reminded with its requirement from fime to time. The Group strictly
abides by national and local laws and regulations related to bribery,
extortion, fraud and money laundering, including but not limited to
(FhzE A RFAFE R FE) (Company Law of the PRCY), (i EE A R £ F1H
[ % #5%) (Anti-Money Laundering Law of the PRC*), (5 A R F1H
R IEE % F5%) (Anti-Unfair Competition Law of the PRC*) and other
laws and regulations. To ensure the workplace operates in a fair
and transparent manner, the Group has formulated whistleblowing
policy in employment handbook to avoid suspected corruption. If
there is any suspected case related to corruption, employees are
encouraged fo report it fo human resources department. All these
practical actions enhance the sense of belonging and fair play
among our various stakeholders. During the reporting period, we
provided anti-corruption training for directors, top management and
employees. Looking ahead, we will continue to invest more resource
to our anti-corruption training and expand the scope of anti-
corruption fraining data disclosure.

During the Reporting Period, to the best knowledge of the directors,
there was no material non-compliance or violations regarding
anti-corruption exercises and no concluded legal case regarding
corruption practices brought against the Group or its employees.
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B. SOCIAL ASPECTS (CONTINUED)
Aspect B8: Community Investment

The public awareness on corporate social responsibility keeps rising
these years. They expect corporations to operate and take long-term
development of the society info consideration instead of focusing on
short-term financial results and shareholders’ return. Being a social-
responsible corporatfion, the Group is committed to confributing fo
the community.

As a socially responsible company, the Group is committed to
understanding the needs of the communities in which we operate.
The Group strives to develop long-term relationship with our
stakeholders and seek to make contributions to programmes that
have a positive impact on community development. The Group has
all along concerned about the poverty and elderly care issue in
local community as well as the impoverished aeras.

During the Reporting Period, the Group donated approximately
RMB199,000 to local community and charitable organization.

REFERENCES TO THE ESG REPORTING GUIDE

Subject areas, aspects, general disclosures and KPIs
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BRI HEBERERBREESINRL
Chapter/Disclosure
B/ KRB

A. Environmental

A BE
Aspect Al: Emissions
BEA : HBY
General Disclosure Information on: Emissions 64-71
(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,
relating to air and greenhouse gas emissions, discharges info water and land, and
generation of hazardous and non-hazardous waste.
—RRE FRERRAZERBHN  MARLHEOHES BEEREEEZMNEESH 7378
(o) BXR:R
(o) EFHETABEATENRBERERADNER -
KPI A1.1 The types of emissions and respective emissions data. Emissions 70
BREREEAL BRI B R T AR B Bk AR B - 7316
KPI A1.2 Direct (Scope 1) and energy indirect (Scope 2) greenhouse gas emissions (in tonnes) and,  Emissions 70

where appropriate, intensity (e.g. per unit of production volume, per facility).
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) RE -HERERBFEESINIER (F)

Chapter/Disclosure
/BB

Subject areas, aspects, general disclosures and KPIs

THER EE -REBRBRARER

KPI A1.3 Total hazardous waste produced and, where appropriate, intensity. Emissions 71

BREENEREALZ MELRERENEER (MER)ZE - 737 ¢)]

KPI A1.4 Total non-hazardous waste produced and, where appropriate, intensity. Emissions 71

HRENEZRAL4 MEAREZEENEER (MER)EE - 738

KPI A1.5 Description of emissions target(s) set and steps taken to achieve them. Emissions 64-71

HRENIEEALS AT LN HERE R RRAZELEEARRNSR - 736

KPI A1.6 Description of how hazardous and non-hazardous wastes are handled, and a description  Emissions 67-69
of reduction target(s) set and steps taken to achieve them.

BRENIEEALS HARBREERESEENNTE BT ZORERRRAEIELERMEBMNIR . HEY

Aspect A2: Use of Resources

EBEA2: EREA

General Disclosure Policies on the efficient use of resources, including energy, water and other raw materials.  Use of Resources 71-72
Nofe: Resources may be used in production, in storage, fransportation, in buildings,
electronic equipment, etc.
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KPI A2.1 Direct and/or indirect energy consumption by type in total and intensity. Use of Resources 73
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KPI A2.2 Water consumption in total and intensity. Use of Resources 73

BRENERA2.2 BREKEREE - BR6EA

KPI A2.3 Description of energy use efficiency target(s) set and steps taken to achieve them. Use of Resources 71-74
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KPI A2.4 Description of whether there is any issue in sourcing water that is fit for purpose, water Use of Resources 71-72
efficiency target(s) set and steps taken to achieve them.

HRERIEEA24 HMKEER AR EAAEAEE - ARATUMAKEEEERARIELARARRANLR . BRER

KPI A2.5 Total packaging material used for finished products and, if applicable, with reference fo  Use of Resources 74
per unit produced.
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) RE -HERERBKEESIWIER (&)

Subject areas, aspects, general disclosures and KPIs Chapter/Disclosure

THER EE - -REBRBRARER B,/ BE

Aspect A3: The Environment and Natural Resources
EEA3 : BERAARER

General Disclosure Policies on minimizing the issuer's significant impact on the environment and natural Emissions and Use of 74
resources. Resources

—REE REBTAHRERARBRENERY BHHE ERORERER

KPI A3.1 Description of the significant impacts of activities on the environment and natural Emissions, Use of 74
resources and the actions taken to manage them. Resources and The

Environment and

Natural Resources
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Aspect A4: Climate Change
EBHAL: RiR21L

General Disclosure Policies on identification and mitigation of significant climate-related issues which have Climate Change 74-76
impacted, and those which may impact, the issuer.
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KPI A4.1 Description of the significant climate-related issues which have impacted, and those Climate Change 74-76
which may impact, the issuer, and the actions taken fo manage them.
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B. Social

BALE

Employment and Labour Practices

ERERZIES

Aspect B1: Employment

[EEB1 : &R

General Disclosure Information on: Employment 77-79

(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer

relating to compensation and dismissal, recruitment and promotion, working hours, rest

periods, equal opportunity, diversity, anfi-discrimination and other benefits and welfare.
—-RERE ERTMRERE RERES IERE RS TERe  Znl RESURAGSERENS: ERE

() BE: R

(o) BIEETAFEAZENHBEENRTINER -
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) RE -HERERBFEESINIER (F)

Subject areas, aspects, general disclosures and KPIs Chapter/Disclosure

THER BE -BEERBRANEE 55/ BB
KPI B1.1 Total workforce by gender, employment type (for example, full- or part-time), age group ~ Employment 79
and geographical region.
BRERIEEB RIER - BERE (W2BIRE)  FRAFNRMEESNES L - EfE
KPI B1.2 Employee turnover rate by gender, age group and geographical region. Employment 79
BREENESB.2 RIER - FRAGRESHNEERALE - ER
Aspect B2: Health and Safety
BHB2: BEEZ2
General Disclosure Information on: Health and Safety 79-80
(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,
relating to providing a safe working environment and protecting employees from
occupational hazards.
—-RER ERREZ2TERERREEEE#FBELEEN RrEZE
(a) BXR:R
(o) EFHETABEAYENHRBERRAM
KPI B2.1 Number and rate of work-related fatalities occurred in each of the past three years Health and Safety 80
including the reporting year.
BRENIEEB2.1 BE=F (BRERFR) BERITHMAZ R X - BrEZE
KPI B2.2 Lost days due to work injury. Health and Safety 80
BRENEEB22 RAIBEAIERS EREZS
KPI B2.3 Description of occupational health and safety measures adopted, and how they are Health and Safety 79-80
implemented and monitored.
HRENIEEB2.3 HAPTRANBERRER 2 - AREBRTRERGE - EEEZ2
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Subject areas, aspects, general disclosures and KPIs

THER EE - -REBRBRARER

RIE - #HERERRK

B/ HE

H

|

B dHEREABSESINER (B

Chapter/Disclosure

Aspect B3: Development and Training
ETEB3 : # & RIEH
General Disclosure

—RIKE

KPI B3.1

BREANERB

KP1 B3.2

BRENERB3.2

Policies on improving employees’ knowledge and skills for discharging duties at work.
Description of training activities.
ERRAEESRTIERENARRRENRE - HRIFIES -

The percentage of employees frained by gender and employee category (e.g. senior
management, middle management).

REFINEREN (WRRERE THEERE)ASNIINESADL

The average training hours completed per employee by gender and employee category.

BRUERRERERED  BRERETRT N TFHRE -

Aspect B4: Labour Standards

[EEB4 : % T &8
General Disclosure

—RIKE

KPI B4.1

BREANER

KPI B4.2
BREANIERB42

Information on:

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer

relating to preventing child and forced labour.

AEMIEETHEHETH :

(a) BXR:R

(o) BEFHETABEATENRBEERAPMNER -

Description of measures fo review employment practices to avoid child and forced
labour.
iR REENBEABRE T RAHSET -

Description of steps taken fo eliminate such practices when discovered.

HAEERERBARERARBERARRO TR -
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Subject areas, aspects, general disclosures and KPIs

THER EE -REBRBRARER

R -#HERERHE

B dHEREABSESINER (B

Chapter/Disclosure
/BB

Operating Practices

EEEA

Aspect B5: Supply Chain Management

[EEBS : hEEERE
General Disclosure

—-REE

KPI B5.1

BRENERLS

KPI B5.2

BRENERBS.2

KP1 B5.3

BRENERBS.3

KPI B5.4

BRANERLS4

Policies on managing environmental and social risks of the supply chain

EEHEZNRERERREE

Number of suppliers by geographical region.

BiRANNHEEHHE

Description of practices relating to engaging suppliers, number of suppliers where the
practices are being implemented, and how they are implemented and monitored.
A AEREEENEN mERTEBEMNNRERSE  ARBBRIRERAE -

Description of practices used fo idenfify environmental and social risks along the supply
chain, and how they are implemented and monitored.
HAEEREERGRRGOREREEARNED - LREBENTRERFE -

Description of practices used to promote environmentally preferable products and
services when selecting suppliers, and how they are implemented and monitored.
HAEREHERRRRSBRRERLRENEN  AREBARTREERE

Aspect Bé: Product Responsibility

[EBEBs : EmERE
General Disclosure

—RIKE

KPI B6.1

BRENERBS

Information on:

(a)  the policies; and

(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,

relating to health and safety, advertising, labeling and privacy matters relating to

products and services provided and methods of redress.

EHMRAERNRBORRERZS  BS RERALESEARBYI AN :

(a) BXR:R

(o) EFHETABEATENHRBEERAPNER -

Percentage of total products sold or shipped subject to recalls for safety and health
reasons.
EEREEXERBETALR 2 ERRERMARNKNES L

Supply Chain 83-86
Management
HERE R

Supply Chain 86
Management
HERER

Supply Chain 86
Management
ftEEER

Supply Chain 84-86
Management
HERE R

Supply Chain 84-86

Management
HEEE R

Product Responsibility ~ 86-88

i
=
mht
=

Product Responsibility 88

EmE
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED)

Subject areas, aspects, general disclosures and KPIs

B dHEREABSESINER (B

Chapter/Disclosure

THER EE - -REBRBRARER

KPI Bé.2 Number of products and service related complaints received and how they are dealt Product Responsibility 88
with.
BRENIEEB.2 BRANERRREMRFHE UAREEHE ERER
KPI B6.3 Description of practices relating to observing and protecting intellectual property rights. Product Responsibility 88
BRENIEEB6.3 g ERRENSEEGBOBED - EmER
KPI B6.4 Description of quality assurance process and recall procedures. Product Responsibility 88
BRERIEEB4 B 2REBEREMRRESR o ERER
KPI Bé.5 Description of consumer data protection and privacy policies, and how they are Product Responsibility 88

BREANERBLS

Aspect B7: Anti-corruption

BEB7: RES

implemented and monitored.

HIDEBEENRERILRBEE - AREBERTRERNE

EmAML

General Disclosure Information on: Anti-Corruption 89
(a)  the policies; and
(b)  compliance with relevant laws and regulations that have a significant impact on
the issuer,
relating to bribery, extortion, fraud and money laundering.
—RERE BBMLLER 9% HFEREREN: RER
(a) BXR:R
(o) BEFHETABEATENBREERAPNER -
KPI B7.1 Number of concluded legal cases regarding corrupt practices brought against the issuer  Anti-Corruption 89
or its employees during the reporting period and the outcomes of the cases.
BRENIEEB RERBAHBETANEEERNWEBLENR SHARHNHA RFALER RER
KPI B7.2 Description of preventive measures and whistle-blowing procedures, and how they are Anti-Corruption 89
implemented and monitored.
BRENEEBT.2 M EEERBRER  ARBEERTRERTE - RER
KPI B7.3 Description of anti-corruption training provided to directors and staff. Anti-Corruption 89
HRENIEERT.3 HARNEERETRENRAFE - RER

96
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REFERENCES TO THE ESG REPORTING GUIDE (CONTINUED) RE -HERERBFEESINIER (F)

Subject areas, aspects, general disclosures and KPIs Chapter/Disclosure
TEER B -REERERANER B8/ BE
Community

HE

Aspect B8: Community Investment

EEB8 : HERE

General Disclosure Policies on community engagement to understand the needs of the communities where  Community Investment 90
the issuer operates and fo ensure its activities take into consideration the communities’

interests.
—REE ARANHRZ2ERTREEMIHERTENRREXBEDEERLEFNEMER - HtERE
KPI B8.1 Focus areas of contribution (e.g. education, environmental concerns, labour needs, Community Investment 90
health, culture, sport).
BEENEEBS.1 EXEREE(0YE RETH SIFK BF- Xt 85) - HERE
KPI B8.2 Resources contfributed (e.g. money or time) to the focus area. Community Investment 90
BRENIEEBS8.2 EEIERMPAER (NS EXERH) - HREKRE
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INDEPENDENT AUDITOR’S
REPORT

K| MOORE

Independent Auditor's Report to the Shareholders of
SANVO Fine Chemicals Group Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of SANVO
Fine Chemicals Group Limited (the “Company”) and its subsidiaries
(tfogether, the “"Group”) set out on pages 106 to 184, which comprise
the consolidated statement of financial position as at 31 December
2021, and the consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the consolidated financial statements give a frue and
fair view of the consolidated financial position of the Group as at 31
December 2021, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSs"”) issued
by the International Accounting Standards Board (“IASB”) and
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

KEY AUDIT MATTERS

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

Revenue Recognition

Refer to Notes 4.8, 6 and 7 to the consolidated financial statements.

Key audit matter
BREGSEE

Revenue of the Group mainly comprises sales of hardware and
building materials and automotive maintenance industrial chemical
products.

BEEENUETIEBRRSRM R AEEECTER ZHERA -

The Group enfers info framework agreements with its distributors
and customers every year. According to the terms of the framework
agreements, revenue is recognised when the goods are delivered to
the distributors and customers, which is the point when the confrol
of the goods is considered to have fransferred to its distributors and
customers.

SESFHAKHBRTPAIIERRE - REBERBANGS  EEY
xﬁﬁmﬁﬁ&%?%'E%m&ﬂ%ﬁﬁﬂk%%W%%&%ﬁ'E%%
PRI 2R -

We have identified the recognition of revenue from sale of goods
under the framework arrangements as a key audit matter because
revenue is one of the key performance indicators of the Group and
because there is an inherent risk of manipulation of the timing of
recognition of revenue by management to meet specific targets or
expectations.

HRHERRNEEERERANEZER - MEAGEEEERTED
FEBRImEHEMRMANERAFHENEERRE - R RMAGREESR

LHHEERRNRRERSBRESER -

BIYZBEBRE (&)

BRETEE

MRETEFREREBERMNEXAE  BAEABRE

FHBEROBIABZREENEIE - GEFRREHME

+W%% MBRRNMEDAEBRRETRIED - HAL
SHELEERREBNER

WEER
BLHEREM B HRERMT48 - 67

How the matter was addressed in our audit
EMPNET NN EEERENSE

Our audit procedures to address the recognition of
revenue from framework arrangements included the
following:

B EERLHRE 2 ERRATHETIEFE

. inspected framework agreements signed
in the current year, on a sample basis, and
considered whether the framework agreements
contained terms allowing the distributors and
customers to make any sales returns;

. HMEREFARBENER %ﬁ'I%FE & 1 7 =
BEEAMKHEAREPETTMAEERENGN

. for sales transactions during the reporting
period, compared, on a sample basis, details
in the sales invoices fo the relevant goods
delivery notes, which were signed by the
distributors and customers, to assess if the
related revenue had been recognised in the
appropriate financial period on the basis of
the terms of sales as set out in the framework
agreements;

. RBEMANBEERSME  $HEEZHOFA
EREKHBREPZENHEENREEETH
B E - AT EEERARTERBIERB AT R
ERHERTEEENM BB AER
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INDEPENDENT AUDITOR’'S B®BIuBZEEIHE (8)
REPORT (CONTINUED)

KEY AUDIT MATTERS (CONTINUED) BREETSHEE)
Revenue recognition (Continued) KR ER (&)
Key audit matter How the matter was addressed in our audit
BRETSEE RAMET MW EERRENSE
o inspected all significant sales returns, if any,

during the reporting period and after the
end of the reporting period to assess whether
sales refurns had been accounted for in the
appropriate financial period;

. E#Eiﬁﬂﬂﬁ&#&iﬁﬂﬂiﬂﬁﬁﬁﬁiﬁiﬁ% RE (QD
) UWFGRECEEENY RABRNYHEEREE
1T EHEE

. obtained external confirmations of the

outstanding trade receivable balances as at
the reporting date directly from distributors
and customers, on a sample basis. Where
the distributors and customers did not return
the requested confirmations, inspected the
sales invoices and related goods delivery
notes signed by the distributors and customers
indicating fthe disfributors’ and customers’
acknowledgement of delivery of the goods
sold for the year ended 31 December 2021;
and

. NHERER KEHEPLREFPFEEREREBEA
%h*%ﬂ%?%ﬁ% KBRS BD RS BK o fin A
HEREPARBEFEZINAEL  RREMHL
HEREFPEZENHERRREFEED MR
ZETHRPACHBLEFERRBE T - —F
TZA=ZT-HLEFENCEEMEERN K&

. inspected significant manual adjustments, if
any, to revenue during the reporting period,
enquiring of management the reasons for
such adjustments and comparing the details
of the adjustments to relevant underlying
documentation.

. REEMEMAMERKEHBNEAARIRZ (M
B) MEREARERZEHBENRE  LHRAE
B R E SR E R R -
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

KEY AUDIT MATTERS (CONTINUED)

Impairment Assessment of Trade and Other Receivables

Refer to Notes 4.3(d), 17 and 32(b) to the consolidated financial
statements.

Key audit matter
BREESEE

As at 31 December 2021, the Group had trade receivables (net
of expected credit loss) and other receivables amounting to
approximately RMB55,484,000 and RMB23,604,000, respectively. The
Group had recognised an expected credit loss (“ECL") on trade
receivables of approximately RMB2,755,000 during the year ended
31 December 2021.

RZEZ—F+-A=+—08 EXENESRKZFAECIRAREEER)
Ko H At JE R TE 5 Bl 89 /5 A R #555,484,0007T &2 A K #523,604,0007T © &l &
“E-FTA=ZT-RULEE ERECHEIARLEZIRENEHREE
e (FEHEERE]) 9/ AR2,755,0007T ©

The ECL assessment on trade and other receivables is considered
to be a matter of most significance as it requires the application
of significant judgement and use of subjective assumptions by
management. The management of the Company believed that the
methodologies and inputfs used in estimating ECL are appropriate
and best reflects the Group's exposure to credit risk. These models
and assumptions relate to the future macroeconomic conditions and
debtors’ creditworthiness. The ECL assessment requires significant
management’s judgements. Accordingly, we have identified
management's ECL assessment as a key audit maftter.

HRESREMERRENEREEBETGEEREEEFELREAHET
ERAITERR AURNEREENER - ERAETEERR AU ES
EEBEBENAERBAEHES TARERMESENEERR - ZER
ANBRERKNZEEERAREFANEEEH - EREEBEFGS
BEREERERAE - Fit RMBEREENABEEBENGETRE
BEATER -

BIYZBEBRE (&)

BREETSEE)
B 5 Rk H i W RE 2R EFTS
S2MEABRENT43(d) - 17Kk32(b) ©

How the matter was addressed in our audit
RN ETT MO EERERENSE

Our key procedures to address the impairment
assessment of frade and other receivables included
the following:

BRPEEE S REMERICR ZREFENEREFS2H

discussed with the management of the
Company the reasonableness and relevance
of the methodologies, inputs and assumptions
adopted in performing the ECL assessment;

HERNRERESwETRMEERENFGEMER
M7 MABEMRBRENS B RARRME

obftained an ageing analysis of the trade
receivables from the management of the
Group and tested the accuracy of ageing of
frade receivables af year end to the underlying
invoices on a sample basis;

REEEEREENEZRUFENRESN X
MR HFRRE YIREEERRE RN

challenged the management’s assessment
of the recoverability of long outstanding and
overdue trade and other receivables, if any;

EREEEHRAREENAYE S N HE Mt RIK
T8 # R U [B] 1 FE A

checked, on a sample basis, inputs used by the
management in the ECL assessment against
the source data (e.g. observable external
data); and

MEREEREEARBEEBRAGTERNEA
ERESEREEE (Plane] B 8 #is) HY
& R

assessed the adequacy of the ECL recorded
by reviewing subsequent settlements after the
year end and related correspondence, if any,
with customers about expected settlement
daftes.

BEABESFRZENRELEAREE S FHTEH
HEABNBARAGER (WE)  FEEHREEERC
BRI -
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND AUDITOR'S REPORT
THEREON

The directors of the Company are responsible for the other
information. The other information comprises all the information
included in the annual report, other than the consolidated financial
statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears fo be
mafterially misstated. If, based on the work we have performed,
we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to
report in this regard.

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The audit committee of the Company assists the directors of the
Company in discharging their responsibilities for overseeing the
Group's financial reporting process.
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

AUDITOR’'S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and fo issue an
auditor’s report that includes our opinion solely to you, as a body, in
accordance with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

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

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

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

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

BIYZBEBRE (&)

BRBMREREMBRERARENEE

HAMEBER  EUSRCMBEBRREBRS T FEARK
PR MEMMNERHERFAIGAERE  LHEA
a%ﬁzfﬁ RV IZ AN RS - RIR AP A 1 E WO B 1

CRPEMBRBRRRS - RIS RAHHE D
Tﬁﬁ?ﬁﬁﬁﬂﬁﬁ}&f cHPIMARABRENAE - HEME
ﬁﬁ)\iﬁfﬁk%%‘i‘%&fﬁc c BRRERSKFHRE
BAEREZBREBRITEAETHRT  EX—EX
i) -kﬁ%LﬁEE%,ﬁ!ﬁﬁ%éiﬁ% SRR A] LA F R FE BB AR
S MRAEBHEMEBIERERAELEZERS
MBmERERERBEEVBRRAAELOLERE
I A B RO 8 AR AT ARARIEE X »

ERBEEBERFTERETRINBRED  RMAERTE
XAE - REFTERRRER - BT

o BAIMFAHERRFRERMERE A P BEHREK
FREEBERBRRANER Rt ERITEAER
NESELRR  ARERTERENEEHRAR
BEREAMERMER - ARNRFATE SRS
HRoME BEEER ERRL OZERAI
?%2t'ﬁ%$%%ﬁﬁ%¥ﬁ%ﬁmékﬁ

RERAWER SR AERBRRELAMERNEK
$E R PR AY R B o
. THRERHBENORIES  URTESNET

B B8 W IFH AN KB AT H B B
RER -

s FHEARFRESMERMAEBERMNG
St AR MEREREN SR

EERIEH
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INDEPENDENT AUDITOR’S
REPORT (CONTINUED)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

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

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

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

We communicate with the audit committee of the Company

regarding, among other matters, the planned scope and fiming
of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the audit committee of the Company with a
statement that we have complied with relevant ethical requirements
regarding independence and to communicate with them all

relationships and other matters that may reasonably be thought to

bear on our independence, and where applicable, actions taken to

eliminate threats or safeguards applied.
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INDEPENDENT AUDITOR’'S B IZEEIHRE ()
REPORT (CONTINUED)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE REMREBT RN BERRAENEE (E)
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
From the matters communicated with the audit committee of MEENFBFZTESBRNEER RPIE LS

the Company, we determine those matters that were of most BUHAHGEVBRRNETRATE - AMEKER
significance in the audit of the consolidated financial statements EEEE - B AEZEMRSPIFNELEEE  RIEE
of the current period and are therefore the key audit matters. We BERTAHFAHBETREELETE i FE LB R
describe these matters in our auditor’s report unless law or regulation T mBEAEEMAERMRETERAESEEKRNER
precludes public disclosure about the matter or when, in extremely BRBBEENRARFZGE  AIRMATTEERERE
rare circumstances, we determine that a matter should not be M EIE o

communicated in our report because the adverse consequences

of doing so would reasonably be expected to outweigh the public

interest benefits of such communication.

Moore Stephens CPA Limited REEREGHMEEMERAT
Certified Public Accountants HESI AN

Li Wing Yin THE

Practising Certificate Number: P05035 WEBEEIRE : P05035

Hong Kong, 28 March 2022 EE —E-_—_F=A-+/\H
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CONSOLIDATED STATEMENT OF #ZE&ZHW=RE
COMPREHENSIVE INCOME

For the year ended 31 December 2021 HBE _F-_—FF+_A=+—HIFEF

Notes RMB’000 RMB'000
fi&E ARETFT ARETFT

Revenue [ 7 983,107 839,989
Cost of sales HEKA (721,184) (571,046)
Gross profit £ 261,923 268,943
Other income and gains Hitn e A R Yz 7 3,979 5,390
Selling and distribution expenses HEREHEAZ (129,407) (103,725)
Administrative expenses TEREX (111,762) (92,886)
Impairment losses on trade receivables B HRNTERESS 32(b) (2,755) (276)
Finance costs BMERA 8 (6,170) (3,785)
Profit before income tax BR AT 884 A& R 9 15,808 73,661
Income tax expense FEHHAX 11 (1,793) (7.841)
Profit for the year attributable to the owners of the Company ARAEEAEGEFERRR 14,015 65,820
Other comprehensive (loss)/income, net of tax Hi 2@ (F8) /K NRHEEE
ltem that will not be reclassified subsequently to profit or loss: HETregn s BEBa2EE ¢
Exchange differences arising on translation REEEZERER (2,431) (4,458)
ltem that may be reclassified subsequently to profit or loss: HegesiBEEncBE
Exchange differences arising on translation for overseas BB ARREEE  ERER

subsidiaries 4,965 2,813
Other comprehensive income/(loss) for the year FREMZARS/ (B#B) 2,534 (1,645)
Total comprehensive income for the year attributable to the AARREAREER2HREZAR

owners of the Company 16,549 64,175

Earnings per share attributable to the owners of the Company RARRAEEAELEERER
Basic and diluted (RMB cents) EAREE(ARES) 13 3.3 15.5
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CONSOLIDATED STATEMENT OF meaBERRER

FINANCIAL POSITION

At 31 December 2021

RZFEZ—F+=ZA=+—H

Notes RMB’000 RMB'000
Mo AREFT ANRETFT
ASSETS AND LIABILITIES EERERE
Non-current assets ERBEE
Property, plant and equipment Mm% - BEREE 14 262,032 200,323
Right-of-use assets TRERE 15 172,586 101,275
Prepayments for acquisition of property, plant and equipment WENE BRERRXEZBNTE 17 8,535 18,803
Deferred tax assets EEHREE 25 551 138
443,704 320,539
Current assets REBEE
Inventories FE 18 97,362 63,007
Trade and bills receivables, other receivables and prepayments & 5 k21 U F I8 - H i fe i 5008 K 8 14 508 17 97,354 166,327
Pledged bank deposits BEERBRITER 19 61,616 38,067
Cash and cash equivalents ReRBEEED 19 17,927 77,168
274,259 344,569
Current liabilities REEE
Trade and bills payables, accruals, contract liabilities BHOREBREMNTE EHER GHARR
and other payables H At e 5UIR 20 274,188 242,419
Lease liabilities HEEE 21 7,127 2,955
Interest-bearing bank borrowings T ERITER 22 75,876 79,277
Other borrowings H o &K 23 12,750 14,001
Tax payables ERFE 5,286 8,348
375,227 347,000
Net current liabilities REEEFE (100,968) (2,431)
Total assets less current liabilities EEAERRBAE 342,736 318,108
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CONSOLIDATED
FINANCIAL POS

At 31 December 2021

STATEMENT OF
ITION (CONTINUED)

e BRI EK (E)

RZEZ—F+=ZA=+—H

Notes RMB'000 RMB'000
MisE ARETT ARBTT

Non-current liabilities FREBEE
Lease liabilities HEAE 21 17,571 7,596
Interest-bearing bank borrowings FERITER 22 73,396 54,878
Other borrowings HifEsm 23 11,000 23,750
Deferred income i1 N 24 5,532 1,685
Deferred tax liabilities EERBEERE 25 2,773 3,490
110,272 91,399
Net assets EERE 232,464 226,709
CAPITAL AND RESERVES BEXRRRE
Share capital WA 26 3,792 3,792
Reserves =11 27 228,672 222,917
Total equity BLAE 232,464 226,709

The consolidated financial statements of the Group were approved
and authorised for issue by the Board of Directors of the Company

on 28 March 2022 and are s

igned on its behalf by:

Mr. Chen Bingqiang
BRAR SR SE £
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CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

For the year ended 31 December 2021

2021 £

REERBER

=imksik

BE—F-——F+—A=+—HIFE

Share Share Capital Translation Other Retained Total
capital premium’ reserve’ reserve’ reserves’ earnings’ equity
R& RGRE BrGE EX G Efbfits REEN 4t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEETFT AEETFT AEETFT AEETFT AEETFT AEEFT AEEFT
Nofe 2 [(Note27)  [Nofe2]  [(Note27)  [Nofe27)
(iaEae) (tska7) (Hrska7) (Hrska7) (Fska7)
Balance at 1 January 2020 RIZ-BE-A-HzEH —* 12,560 33,184 (128) 15,763 23,197 84,576
Profit for the yeor EREH - - - - - 65,820 65,820
Other comprehensive loss: At 2EER:
Exchange differences arising on BEEEVERER
franslation - - - (1,645) - - (1,645)
Total comprehensive (loss)/income  £RZ2E (BE) /hE#EE
for the year — — — (1.649) — 65,820 64,175
Capitalisation issue of shares B BATRG (H26(a))
(Nofe 26[a]] 2,99 (2994) - - - - -
Issue of shares pursuant to the listing ~ R1E %57 H
(net of lisfing related expenses) (B ETEBREY)
[Note 26(b)) (BizE26(0)) 798 86,517 - - - - 87,315
Appropriation fo safety reserve BREZ2GE(WH27)
(Noe 27) _ _ _ - 10,826 (10,826) -
Utisation of safety reserve BER2GHME (M)
(Note 27) - - - - (2495) 2,495 -
Appropriation to statutory surplus ERDAERAER(WFT)
reserve (Note 27) — — — — 5,570 (5.570) —
2019 findl dividends [Note 12) “E-hERERE (M) - (9,357) - - - - (9,357)
Balance at 31 December 2020 RZBZZFT-A=t-AR
and 1 January 2021 ZEC-E-R-BlER 3,792 86,726 33,184 (1,773) 29,664 75,114 226,709
Profit for the year EREF - - - - - 14,015 14,015
Other comprehensive income: TG
Exchange differences arising on BEELVEREE
franslation - - - 2,534 - - 2,534
Total comprehensive income for FRZENELE
the year - - - 2,534 - 14,015 16,549
Appropriation to safety reserve ERER 26 E (W527)
(Note 27) - - - - 11,188 (11,188) -
Utisattion of safety reserve BER2RE (M)
(Note 27) - - - - (3.912) 3912 -
Appropriation to statutory surplus ERTAERAER(WF27)
reserve (Note 27) - - - - 1131 (1,131) -
2020 final dividends (Note 12) “SCTERERE (HF12) - (10,794) - - - - (10,794)
Balance at 31 December 2021 RZE_-F+-F=+-H &R 3,792 75,932 33,184 761 38,071 80,724 232,464

* Less than RMB1,000

These reserve accounts comprise the consolidated reserve of

approximately RMB228,672,000 (2020: RMB222,917,000) in the
consolidated statement of financial position.

DI AREE1,0007T

ZEREREBERGEAVBRARIIRZGERBHARE
228,672,000 T(ZZE=F 4 : ARY¥222,917,0007T) °
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CONSOLIDATED STATEMENT OF

CASH FLOWS

For the year ended 31 December 2021

mERERER

Br —F-—Ff+_A=+—HIFEF

Notes RMB’000 RMB'000
Bt AREETT ARE T
Cash flows from operating activities RETH HERE
Profit before income tax BR B {5 B0 A& 7 15,808 73,661
Adjustments for: BT R IEHE:

Amortisation of deferred income AN (38) (38)

Bank interest income HRATH BB 7 (1,023) (1,244)

Depreciation of property, plant and equipment NE BERRETE 9 10,771 9,793

Depreciation of right-of-use assets FREEERE 9 4,172 4,270

Loss on disposal of property, plant and equipment HENE BERIBEZER 9 211 —

Impairment losses on trade receivables B RN FIEREER 9 2,755 276

Written-off of property, plant and equipment Mm% BERXE 9 — 2,648

Interest expense FERE 8 6,170 3,785
Operating profit before working capital changes EEESEHA 2 KRR 38,826 93,151
Increase in inventories FEEM (34,355) (6,000)
Decrease/(increase) in trade and bills receivables, BHREBREYWGE - HaERFEK

other receivables and prepayments BAFERD /() 18,106 (23,239)
Increase in trade and bills payables, accruals, BORZEBEMNTE  EER  aNBR

contract liabilities and other payables T Lt FE 5 FRIEE N 37,712 49,654
Cash generated from operations EEMBRSE 60,289 113,566
Income tax paid EREH (5.985) (2,594)
Net cash generated from operating activities RETHHBRETHE 54,304 110,972
Cash flows from investing activities RETEFEHERE
Bank interest received BKERITHE 1,023 1,244
Proceeds from disposal of property, plant and equipment HENE  BERFEZAERE 788 —
Payments for acquisition of property, plant and equipment WEEM % - BB skt 2 1 3k (BT EE ()

(Note (i)) (53,216) (87,804)
Payments for acquisition of right-of-use assets W RELSE MR (899) (4,220)
Increase in pledged bank deposits BERRTEREM (23,549) (15,067)
Prepayments for acquisition of property, plant and equipment WENE  BEREEBIRE (4,705) (10,991)
Net cash outflow arising on acquisition of assets through FRNBNBRARINBEEEEEL

acquisition of subsidiaries (Nofe (i) B F 8 (M (i) 30 (2,804) —
Net cash used in investing activities RETBMARSEE (83,362) (116,838)
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CONSOLIDATED STATEMENT OF #LR&
CASH FLOWS (CONTINUED)

For the year ended 31 December 2021

2021 £

Br—=

BERER (&)

T FFf A= —HIFFE

=imksik

Notes RMB’000 RMB'000
M= AREFT ANRE T
Cash flows from financing activities METH2HERE
Issue of shares pursuant to the listing (net of listing related RE EMBETRD (MK ETEBRS)
expenses) - 87,315
Proceeds from interest-bearing bank borrowings FERTERZAERE 106,026 159,991
Repayment of interest-bearing bank borrowings R BRITER (90,909) (150,646)
Proceeds from other borrowings Hit &SRS HE - 38,331
Repayment of other borrowings B EMER (14,001) (580)
(Repayment to)/advance from a director (A—REZEHN)/ —REEZBN (5,943) 5,943
Fund transfer in relation to the MOU R s mERE € (FOREE7(i) e
(as defined and detailed in Note 17 iii)) &) — (52,000)
Capital element of lease rentals paid Eﬁﬁézzﬁ‘ﬁ*ﬁ (5.952) (2,069)
Interest element of lease rentals paid B ZFE (1,343) (393)
Interest paid on bank borrowings Eﬁ%ﬁﬂ & 7l E\ 8 (7,834) (8,227)
Interest paid on other borrowings B A fE A S 8 (1,967) (97)
Dividends paid BARE (10,794) (9,357)
Net cash (used in)/generated from financing activities RETH (A FERLTE (32,717) 68,211
Net (decrease)/increase in cash and cash equivalents ReRRSEENAD) /EMFE (61,775) 62,345
Cash and cash equivalents at beginning of the year FENRERASEED 77,168 16,468
Effect of foreign exchange rate changes EX8EH ¥ 2,534 (1,645)
Cash and cash equivalents at end of the year ERBELRESEEY 19 17,927 77,168
Note: B 5
Non-cash transactions: FRERH:
(i) During the year, additions of property, plant and equipment of RER AREWE BEREHEDHARY14,993,0007T
approximately RMB14,993,000 (2020: RMB2,883,000) were prepaid in (ZZ=—ZTF : AR¥%2,883,0007t) BER@AEFETEN -
prior years and the amounts were tfransferred from prepayments for EEZEEEENEYYE BMEMREZENRE -

(i

acquisition of property, plant and equipment.

) During the year, the Group acquired the entire issued share capital of
Dechem Chemical Holdings Limited and its subsidiary at a consideration
of RMB55,000,000. Total consideration was settled directly against short-
term advancement of RMB52,000,000 made to Mr. Jack Chan during the

year ended 31 December 2020.

TLEETT o

=

ENEEBEHEREBEE -2 -2
MJack Chanst & 24 2 52 H 2 3 A R #52,000,000

FA - AREBEARE A RHS5000,0007T W= HC T
SEBERQARAREMNBRARZZAEHTRA - LHRE
FT-A=+t—RILFE
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

For the year ended 31 December 2021

1. CORPORATE INFORMATION

SANVO Fine Chemicals Group Limited (the “"Company”, together
with its subsidiaries, the "Group”) was incorporated as an exempted
company and registered in the Cayman Islands with limited liability
under the Companies Law Chapter 22 of the Cayman Islands on 12
April 2018. The registered office of the Company is located at PO
Box 1350, Cliffon House, 75 Fort Street, Grand Cayman KY1-1108,
Cayman Islands. The Company's headquarters and principal place
of business in the People's Republic of China (the “PRC") is located
at Dacen Industrial Park, Huangpu Town, Zhongshan, Guangdong
Province, the PRC and the Company’s principal place of business in
Hong Kong is located at 5/F., 349 Hennessy Road, Wanchai, Hong
Kong. The shares of the Company were listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 16 January 2020 (the “Listing Date”) (the “Listing”).

The Company is an investment holding company. The principal
activities of the Group are researching, developing, manufacturing
and sales of hardware and building materials and automotive
maintenance industrial chemical products in the PRC.

At 31 December 2021, the directors of the Company consider the
immediate holding company and ultimate holding company to
be Sanvo Fine Chemicals Limited, a company incorporate in the
British Virgin Islands (the “BVI"). lts ultimate controlling party is Mr.
Chen Binggiang (“Mr. Ernest Chen”), who is also the chairman and
executive director of the Company.

2. BASIS OF PREPARATION AND PRESENTATION

The consolidated financial statements set out in this report has
been prepared in accordance with all applicable International
Financial Reporting Standards (“IFRSs"”), which collective term
includes all applicable individual International Financial Reporting
Standards, International Accounting Standards (“IAS") and related
inferpretations issued by fthe Infernational Accounting Standards
Board (“IASB"”). The consolidated financial statements also comply
with the applicable disclosure requirements of the Hong Kong
Companies Ordinance and the Rules Governing the Listing of
Securities on the Stock Exchange (the ‘“Listing Rules”).

The consolidated financial statements have been prepared on
the historical cost basis. Historical cost is generally based on the
fair value of the consideration given in exchange for goods and
services.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

2. BASIS OF PREPARATION AND PRESENTATION
(CONTINUED)

The consolidated financial statements are presented in RMB and all
values are rounded to the nearest thousand (RMB'000) except when
otherwise indicated.

It should be noted that accounting estimates and assumptions
have been used in preparation of the consolidated financial
statements. Although these estimates are based on management’s
best knowledge and judgement of current events and actions,
actual results may ultimately differ from those estimates. The areas
involving a higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to the consolidated
financial statements are set out in Note 5 Significant accounting
judgements and estimates.

3. ADOPTION OF NEW AND REVISED IFRSS

(a) Adoption of revised IFRSs effective 1 January 2021

The IASB has issued a number of revised IFRSs which became
effective during the year ended 31 December 2021. In preparing the
consolidated financial statements, the Group has applied all these
revised IFRSs which are effective for the Group's accounting period
beginning on or after 1 January 2021.

IFRS 9, IAS 39, IFRS 7, IFRS 4 and
IFRS 16 Amendments

Interest Rate Benchmark Reform
— Phase 2

IFRS 16 Amendments Covid-19-Related Rent

Concessions

The application of these revised to IFRSs in the current year has
had no material impact on the Group's financial performance and
positions for the current or prior periods and/or on the disclosures set
out in these consolidated financial statements. The Group has not
applied any new or revised standard or interpretation that is not yet
effective for the current accounting period.

e S R MR (&)

Br—FE-—Ff+_A=+—HIFEF
2. mEREHEE(E)

HAEMBHRERAARBIE -BRRBHAIN  AERIE
ENBESEAZTUHE(ARETT) -

BHEIE  ERESGMBBRE DL I AT AR
HOBEZSHEAIRBEEEBUANEHERITHZE
ERBEAGMIEL  EERERERAEANNZE
Bt e PRESREXIBRREMAB 2HBE - BRER
A HEAMBBRRAMEBEAZBBHNMESE
R et A R bR -

3. RAFTREETERMBREER

(o) KMB-FE-—F-A - ABERZEEITER
B EER

REdEREEECEMZEARBE_T_—%
TZAZT—RALEFEERZ ZETERMERE LR -
BESEHMBHRRE  AEECERAMBRAEER -
Eo—F-A-HIZERARZETHEERNLE
AT BRI S RS 2R -

B B 75 #R S R RSB 955 MEREENE—F R
B & 5t ERIF399% -

B 75 3R 5 R 755 -

B R B 765 S o 22 ) SR 455 Je

B B 765 5 AR R S8 1 655

(ERTA)

B B 75 ¥R 5 R 1 657
(BRI A)

BRI CPrati B SN - AR R S RIS AT BB B 7 e
H RS RS BN A BRSO B2 BB R IE R
ML/ R EGEMEREMBLRBLBREATE -
7N 55 1B 3 % PR A AN & R AT ) R AR R 2 X ] HT AT =X
RIEFTEA SRR -

COVID-1918FE 2 R %
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2021

3. ADOPTION OF NEW AND REVISED IFRSS

(CONTINUED)

(b) New and revised IFRSs not yet adopted

At the date of this report, certain new and revised IFRSs have been
issued but are not yet effective, and have not been applied early by

the Group.

e SRR (&)

B2 —F-——F+—A=+—HIFE

3. R RSB BREER (FH)

(b) i ARERAN 2 HTR] R ARME R B PR B 3 $R 5 E AY

RARERH &

THA R ETER M B R E
ERMERRER  MAKELEEFERAZSER -

IFRS 10 and IAS 28 Amendments
B B B 75 3 o5 2E R 5105 Ik BUBR @ 5t 28 Bl 285 (18 5T &)

IFRS 16 Amendments
B X B 7 S 25 22 B 281 657 (83T )

IAS 16 Amendments
BB @5t &8I F 165 (BRI A)

IAS 37 Amendments
Bl & 5t R E37% (BRI &)

IFRS 3 Amendments
B A 1 75 5 22 B B 3% (83T &)

IFRSs Amendments 2018-2020
- \FEZZT_TFERMBRELENZEITA

IAS 1 Amendments
B 25t Z R E 15 (BRI A)

IAS 1 and IFRS Practice Statement 2 Amendments
B & A2 5% RER M B RS EREBRE E25% (B A)

IAS 8 Amendments
Bl &5t R F8% (BFTA)

IAS 12 Amendments
BIRR &5t R 12% (BRI &)

IFRS 17
BB B EERE175H
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Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture
BRELEREBLUNRHALPE I BHEEREREA

Covid-19-Related Rent Concessions beyond 30 June 2021
2 -FRA=THEzCovid-19iEHR LR E

Property, Plant and Equipment: Proceeds before Intended Use

NE - BE KRR FREREAZAERE

Onerous Confracts — Cost of Fulfilling a Confract
ZEEH — BITANZHAE

Reference to the Conceptual Framework
BMaER it

Annual Improvements to IFRSs
I R B s R o R B 2 R B

Classification of Liabilities as Current or Non-current

BEIEARD IR

Disclosure of Accounting Policies
SRR BE

Definition of Accounting Estimates

SHhE MER

Deferred Tax related to Assets and Liabilities arising from a
Single Transaction
RHEEZRERAREBEZEEHE

Insurance ConTrocTs and the related amendments
RREHRBEE

o 1|48

A

Effective for annual
reporting periods

beginning on or after
RUT B2 %5
CEEREMHER

To be determined*

frEE"

1 April 2021
—FMNA—A

1 January 2022
—Z--%—-H—H

1 January 2022
—T--%—-R—H

1 January 2022
—Z--%—-R—H

1 January 2022
—Z--%—-R—H

1 January 2023
—=%-fA—H

1 January 2023
—=%-A—H

1 January 2023
—=%-fA—H

1 January 2023

—=%—Hf—H

1 January 2023
—=%-fA—H
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

3. ADOPTION OF NEW AND REVISED IFRSS
(CONTINUED)

(b) New and revised IFRSs not yet adopted (Continued)

* On 17 December 2015, the IASB issued Effective Date of
Amendments to IFRS 10 and IAS 28. This update defers the
effective date of the amendments in Sale or Conftribution of
Assets between an Investor and its Associate or Joint Venture
that the IASB issued in September 2014. Early application of
these amendments continues to be permitted.

The Group has already commenced an assessment of the related
impact of adopting the above new and revised IFRSs. So far, it has
concluded that the above new and revised IFRSs will be adopted
at the respective effective dates and the adoption of them is
unlikely fo have a significant impact on the consolidated financial
statements.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of
the consolidated financial statements are summarised below. These
policies have been consistently applied to all the years presented
unless otherwise stated.

4.1 Basis of consolidation and subsidiaries

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries comprising the
Group for the year.

A subsidiary is an investee over which the Company is able to
exercise conftrol. The Company conftrols an investee if all three of the
following elements are present: power over the investee; exposure,
or rights, to variable returns from the investee; and the ability to
use its power to affect those variable returns. Conftrol is reassessed
whenever facts and circumstances indicate that there may be a
change in any of these elements of confrol.

Intfra-group transactions, balances and unrealised gains on
fransactions between group companies are eliminated in preparing
the consolidated financial statements. Where unrealised losses on
infra-group asset sales are reversed on consolidation, the underlying
asset is also tested for impairment from the Group’s perspective.
Amounts reported in the financial statements of subsidiaries have
been adjusted where necessary to ensure consistency with the
accounting policies adopted by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.1 Basis of consolidation and subsidiaries (continued)

Profit or loss and each component of other comprehensive income
are aftributed to the owners of the Company and to the non-
controlling interest, even if this results in the non-conftrolling interest
having a deficit balance.

Non-controlling interests are presented in the consolidated statement
of financial position within equity, separately from equity attributable
to the owners of the Company. Non-confrolling interests in the
results of the Group are presented on the face of the consolidated
statement of comprehensive income as an allocation of the total
profit or loss and total comprehensive income for the year between
non-controlling interests and the owners of the Company.

4.2 Property, plant and equipment

Property, plant and equipment are stated at cost, less accumulated
depreciation and accumulated impairment losses, if any.

The cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable cost of bringing the
asset to its working condition and location for its intended use.

Depreciation is provided on the straight-line method, based on the
estimated economic useful life of the individual assetf, using the
following rates:

Buildings 2% to 5% per annum, or over the term of
leases if shorter
9% to 25% per annum

10% to 33% per annum

Plant and machinery
Furniture, fixtures and
office equipment
Motor vehicles 18% to 25% per annum
Leasehold improvements  10% to 33% per annum, or over the term

of the leases if shorter

No depreciation is provided for construction in progress until
such time as the relevant assefts are completed and available for
intended use. Consfruction in progress are transferred to the relevant
categories of property, plant and equipment upon the completion
of their respective construction.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.2 Property, plant and equipment (continued)

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

Depreciation methods, estimated useful lives and residual values are
reviewed at each reporting date and adjusted if appropriate.

4.3 Financial instruments
Financial assets
(a) Classification

The Group classifies its financial assets at amortised cost only if both
of the following criteria are met:

— The asset is held within a business model whose objective is to
collect the contractual cash flows; and

—  The contractual terms give rise to cash flows that are solely
payments of principal and interest.

Management determines the classification of its financial assets at
initial recognition. The Group reclassifies debt investments when and
only when its business model for managing those assets changes.

For assets measured at fair value, gains and losses will either be
recorded in profit or loss or other comprehensive income. For
investments in debt instruments, this will depend on the business
model in which the investment is held.

If collection of the amounts is expected in one year or less they
are classified as current assets. If not, they are presented as non-
current assets. The Group’s financial assets comprise of frade and
bills receivables, other receivables, pledged bank deposits and cash
and cash equivalents.

(b) Recognition and derecognition

Regular way purchases and sales of financial assets are recognised
on fthe trade-date, the date on which the Group commits to
purchase or sell the asset. Financial assets are derecognised when
the rights to receive cash flows from the financial assets have
expired or have been fransferred and the Group has transferred
substantially all the risks and rewards of ownership.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)
(c) Measurement

At initial recognition, the Group measures a financial asset at its fair
value plus, in the case of a financial asset not at fair value through
profit or loss, fransaction costs that are directly attributable to the
acquisition of the financial asset.

Subsequent measurement of debt instruments depends on the
Group's business model for managing the asset and the cash flow
characteristics of the asset. The Group classified its debt instruments
at financial assets measured at amortised cost.

Assets that are held for collection of contractual cash flows where
those cash flows represent solely payments of principal and interest
are measured at amortised cost. Interest income from these financial
assets is included in other income and gains using the effective
interest rate method. Any gain or loss arising on derecognitfion is
recognised directly in profit or loss and presented in other income
and gains. Impairment losses are recognised directly in profit or loss
and presented separately in the face of the consolidated statement
of comprehensive income.

(d) Impairment of financial assets

The Group recognises a loss allowance for expected credit losses
("ECLs") on financial assets measured at amortised cost (including
cash and cash equivalents, pledged bank deposits and frade,
bills and other receivables). The amount of ECL is updated at
each reporfing date to reflect changes in credit risk since initial
recognition.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit
losses are measured at the present value of all expected cash
shortfalls (i.e. the difference between the cash flows due to the
Group in accordance with the contract and the cash flows that the
Group expects to receive).

The expected cash shortfalls are discounted using the effective
interest rate determined at initial recognition or an approximation
thereof for fixed-rate financial assets, frade and other receivables
where the effect of discounting is material.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

(d) Impairment of financial assets (continued)
Measurement of ECLs (continued)

The maximum period considered when estimating ECLs is the
maximum contractual period over which the Group is exposed to
credit risk.

In measuring ECLs, the Group fakes info account reasonable and
supportable information that is available without undue cost or
effort. This includes information about past events, current conditions
and forecasts of future economic conditions.

ECLs are measured on either of the following bases:

— 12-month ECLs: these are losses that are expected to result
from possible default events within the 12 months after the
reporting date; and

— lifetime ECLs: these are losses that are expected to result from
all possible default events over the expected lives of the items
to which the ECL model applies.

For trade receivables, the Group has measured the loss allowance at
an amount equal to lifetime ECLs. ECLs on these financial assets are
estimated using a provision matrix based on the Group's historical
credit loss experience, adjusted for factors that are specific to the
debtors and an assessment of both the current and forecast general
economic conditions at the reporting date.

For bills and other receivables, cash and cash equivalents and
pledged bank deposits, the Group recognises a loss allowance
equal to 12-month ECLs unless there has been a significant increase
in credit risk of the financial instrument since initial recognition, in
which case the loss allowance is measured at an amount equal to
lifetime ECLs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

(d) Impairment of financial assets (continued)
Significant increases in credit risk

In assessing whether the credit risk of a financial asset has increased
significantly since initial recognition, the Group compares the
risk of default occurring on the financial asset assessed at the
end of reporting period with that assessed at the date of inifial
recognition. In making this reassessment, the Group considers that a
default event occurs when the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the Group to
actions such as realising security (if any is held). The Group considers
both quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking
information that is available without undue cost or effort.

In partficular, the following information is taken into account when
assessing whether credit risk has increased significantly since initial
recognition:

—  failure to make payments of principal or interest on their
contractually due dates;

— an actual or expected significant deterioration in a financial
instrument’s external or internal credit rating (if available);

— an actual or expected significant deterioration in the operating
results of the debtor; and

— existing or forecast changes in the technological, market,
economic or legal environment that have a significant adverse
effect on the debtor’s ability to meet its obligation to the
Group.

Depending on the nature of the financial instruments, the
assessment of a significant increase in credit risk is performed on
either an individual basis or a collective basis. When the assessment
is performed on a collective basis, the financial instruments are
grouped based on shared credit risk characteristics, such as past
due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes
in the financial instrument’s credit risk since initial recognition. Any
change in the ECL amount is recognised as an impairment gain or
loss in profit or loss. The Group recognises an impairment gain or loss
for all financial instruments with a corresponding adjustment to their
carrying amount through a loss allowance account.

120 ANNUAL REPORT

e SRR (&)

B2 —F-——F+—A=+—HIFE

4. FEEHBERBE (B

43 E£®MIA &
EEEE (F)

(d) =z @EENRE (&)
EERBARE LT

RFHEEREENEFERR AN HEIBURE ST KIE
LA REEE RN RERHRRR S #ER BB
BNEREEZTENNRR - FLEFFER - £F
BB MERATKATEEAEEREERBRNESR
ER(BA)FTHNERTRAARERARNERE
EE% RABRENEN AEEEERAEAUENE
ENEUHER  BERBELRLAEEFNHESZKAR
AT ESHATIRIEER -

AEms  FREERREVIERNKRAE S AE LA
%@%ﬁMTéﬂ

— RERAVIPBEHINAZHFE

— RIANFIABEEFENERIBHEE
BEURER)

— EBAKREXENERIBHBERL R

— B -MmE KEIEAERFENERKERE
HEBABTHAAEEREEINENBEERTH
ze-

BFeBMTANUEE  FERAR X%tﬂm&ﬁﬁhﬂ
PIEERHFEELET - WAHARAREELT =
ﬁlﬂ%ﬁ HWPEHK¢MNW@%#£&EEH
BRETAR)ETHME -

BHMEEBERS
THBVHHERAANRNEER
BN ERE BN B R HER
EpmESR T ARRRERDZNER @ LB
BREREZERAEELERRAE -

BERHETENFEARRESE
B2 BHEEERS
mﬁ@Wﬁﬁ%E°$%
B R



2021 F 5§

=imksik

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial assets (continued)

(d) Impairment of financial assets (continued)
Definition of default

The Group considers that default has occurred when the instrument
is more than 90 days past due or the Group ceases business with
those debtors unless the Group has reasonable and supportable
information fo demonstrate that a more lagging default criterion is
more appropriate.

Credit-impaired financial assets

At each reporting date, the Group assesses whether a financial asset
is credit-impaired. A financial asset is credit-impaired when one or
more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the
following observable events:

— significant financial difficulties of the debtor;
— a breach of contract, such as a default or past due event;

— it becoming probable that the borrower will enter info
bankruptcy or other financial reorganisation;

— significant changes in the tfechnological, market, economic or
legal environment that have an adverse effect on the debftor;
or

—  the disappearance of an active market for a security because
of financial difficulties of the issuer.

Write-off policy

The gross carrying amount of a financial asset is written-off (either
parfially or in full) to the extent that there is no realistic prospect of
recovery. This is generally the case when the Group determines that
the debtor does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the
write-off.

Subsequent recoveries of an asset that was previously written-off are
recognised as a reversal of impairment in profit or loss in the period
in which the recovery occurs.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.3 Financial instruments (continued)
Financial liabilities

The Group’s financial liabilities include trade and bills payables,
accruals and other payables, amount due to a director, lease
liabilities, interest-bearing bank borrowings and other borrowings.
Financial liabilities are recognised when the Group becomes a party
to the contractual provisions of the instrument. Financial liabilities are
initially recognised at fair value, net of fransactions costs incurred
and subsequently measured at amortised cost using the effective
interest method.

Financial liabilities are derecognised when the obligation specified in
the contract is discharged or cancelled, or expired.

4.4 Impairment of non-financial assets

Where an indication of impairment exists (other than inventories),
the recoverable amount of the asset is estimated. An asset’s
recoverable amount is the higher of the value in use of the asset
or cash-generating unit to which it belongs and its fair value less
costs to sell, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent
of those from other assefs or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit fo
which the asset belongs.

An impairment loss is recognised in the consolidated statement
of comprehensive income whenever the carrying amount of an
asset, or the cash-generating unit to which it belongs, exceeds its
recoverable amount. The impairment loss is reversed if there has
been a favourable change in the estimates used to determine the
recoverable amount. A reversal of the impairment loss is limited fto
the asset’s carrying amount that would have been deftermined had
no impairment loss been recognised in prior years. The reversal of
the impairment loss is credited to the consolidated statement of
comprehensive income in the year in which it arises.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.5 Leased assets

At inception of a contract, the Group assesses whether the contract
is, or contains, a lease. A confract is, or contains, a lease if the
contract conveys the right to control the use of an identified
asset for a period of fime in exchange for consideration. Control is
conveyed where the customer has both the right to direct the use of
the identified asset and to obtain substantially all of the economic
benefits from that use.

(i) Asalessee

Where the conftract contains lease component(s) and non-lease
component(s), the Group has elected not to separate non-lease
components and accounts for each lease component and any
associated non-lease components as a single lease component for
all leases.

At the commencement date of a lease, the Group, as a lessee
recognises a right-of-use asset and a lease liability, except for short-
term leases and leases of low-value assets which are primarily
laptops and office furniture. The lease payments associated with
those leases which are not capitalised are recognised as an expense
on a systematic basis over the lease tferm.

Where the lease is capitalised, the lease liability is initially recognised
at the present value of the lease payments payable over the lease
term that are not paid at the commencement date of the lease,
discounted using the interest rate implicit in the lease or, if that
rate cannot be readily determined, using a relevant incremental
borrowing rate. After initial recognition, the lease liability is measured
at amortised cost and infterest expense is calculated using fthe
effective interest method. Variable lease payments that do not
depend on an index or rate are not included in the measurement
of the lease liability and hence are charged to profit or loss in the
accounting period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.5 Leased assets (continued)
(i) As alessee (continued)

All the commencement date of a lease, the lease payments
included in the measurement of the lease liability comprise the
following payments during the lease term:

— fixed payments (including in-substance fixed payments), less
any lease incentives receivable;

— variable lease payment that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date;

— amounts expected to be payable by the Group under residual
value guarantees;

— the exercise price of a purchase option if the Group is
reasonably certain to exercise that option; and

— payments of penalties for terminating the lease, if the lease
term reflects the Group exercising that option.

The right-of-use asset recognised when a lease is capitalised is
initially measured at cost, which comprises the initial amount of
the lease liability plus any lease payments made at or before the
commencement date, and any initial direct costs incurred. Where
applicable, the cost of the right-of-use assets also includes an
estimate of costs to dismantle and remove the underlying asset
or to restore the underlying asset or the site on which it is located,
discounted to their present value, less any lease incentives received.
The right-of-use asset is subsequently stated at cost less accumulated
depreciation and impairment losses (Note 4.4) and adjusted for any
remeasurement of the lease liability.

The lease liability is remeasured when there is a change in future
lease payments arising from a change in an index or rate, or there
is a change in the Group's estimafte of the amount expected
to be payable under a residual value guarantee, or there is a
change arising from the reassessment of whether the Group
will be reasonably certain to exercise a purchase, extension or
termination option. When the lease liability is remeasured in this
way, a corresponding adjustment is made to the carrying amount
of the right-of-use asseft, or is recorded in profit or loss if the carrying
amount of the right-of-use asset has been reduced fo zero.

The Group presents right-of-use assets and lease liabilities separately
in the consolidated statement of financial position.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.5 Leased assets (continued)
(i) As alessor

When the Group acts as a lessor, it defermines at lease inception
whether each lease is a finance lease or an operating lease. A
lease is classified as a finance lease if it fransfers substantially all
the risks and rewards incidental to the ownership of an underlying
assetfs to the lessee. If this is not the case, the lease is classified as an
operatfing lease.

When a contract contains lease and non-lease components,
the Group allocates the consideration in the contfract to each
component on a relafive stand-alone selling price basis. The rental
income from operating leases is recognised in accordance with
Note 4.8.

4.6 Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined using weighted average cost basis and includes
all costs of purchase, costs of conversion, and other costs incurred in
bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the
estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories
is recognised as an expense in the period in which the related
revenue is recognised. The amount of any write-down of inventories
to net realisable value and all losses of inventories are recognised as
an expense in the period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised as an expense in
the period in which the reversal occurs.

4.7 Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances, and
short-term highly liquid investments which are readily convertible
into known amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.8 Revenue recognition

Revenue from sales of hardware and building materials and
automotive maintenance industrial chemical products

Timing of recognition: The Group manufactures and sells hardware
and building materials and automotive maintenance industrial
chemical products. Sales are recognised when control of the
products has fransferred fo customers, being when the products
are delivered to the customers, the customer has full discretion over
channel and price to sell the products, and there is no unfulfilled
obligation that could affect the customer’s acceptance of the
products. Delivery occurs when the products have been transported
to the specified location, the risks of obsolescence and loss have
been transferred to the customer, and either the customer has
accepted the products in accordance with the sales contract, the
acceptance provisions have lapsed, or the Group has objective
evidence that all criteria for acceptance have been satisfied. The
Group offers the right to return defective products within one month.
A contract liability is recorded as advances from customers for the
cash received from the customers before the delivery of goods.

Sales discounts are offered to the customers when the customers
meet the predetermined annual sales target. Accumulated
experience is used to estimate and provide for the sales discounts,
using the expected value method. The sales discounts are
recognised and net off against the sales amount when sales are
recognised. The customers can utilise these sales discounts by future
purchases from the Group.

Measurement of revenue: Revenue from sales is based on the price
specified in the sales contracts and is shown net of value-added
tax, sales discounts, sales return and after eliminating sales within
the Group. No element of financing is deemed present as the sales
are made with a credit term up to 30 to 180 days. A receivable is
recognised when the goods are delivered as this is the point in fime
that the consideration is unconditional because only the passage of
time is required before the payment is due.

Accumulated experience is used to estimate the likelihood and
provide for sales discounts and sales return for the goods sold at the
fime of sale.

Rental income

Rental income receivable under operating leases is recognised in
profit or loss in equal instalments over the periods covered by the
lease term, except where an alternative basis is more representative
of the pattern of benefits to be derived from the use of the leased
asset. Lease incentives granted are recognised in profit or loss as an
integral part of the aggregate net lease payments receivable.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.9 Government grants

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

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to the consolidated
statement of comprehensive income over the expected useful life of
the relevant asset by equal annual instalments.

4.10 Income taxes

Income tax represents the sum of current and deferred tax. Income
tax relating fo items recognised outside profit or loss is recognised
outside profit or loss, either in other comprehensive income or
directly in equity.

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

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the fax
bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

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

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

— in respect of taxable temporary differences associated with
investment in a subsidiary, associates and joint ventures, when
the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences will
not reverse in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.10 Income taxes (continued)

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

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

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

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and
are recognised to the exftent that it has become probable that
sufficient taxable profit will be available to allow all or part of the
deferred tax asset fo be recovered.

Deferred tax is calculated, without discounting, at the tax rates that
are expected to apply in the period when the asset is realised or the
liability is seftled, based on the tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

Deferred tax assets and liabilities are offset when they relate to
income taxes levied by the same taxation authority and the Group
intends fo settle its current tax assets and liabilities on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.11 Foreign currency translation

Each entity in the Group detfermines its own functional currency
and items included in the financial statements of each entity are
measured using that functional currency. The consolidated financial
statements are presented in RMB, while the functional currency of
the Company is Hong Kong Dollar (“HKS"). As the Group mainly
operates in the PRC, RMB is used as the presentation currency of the
consolidated financial statements.

Foreign currency transactions are initially recorded using the
functional currency rates ruling at the date of the transactions.
Monetary assets and liabilities denominated in foreign currencies
are retranslated at the functional currency rates of exchange ruling
at the end of the reporting period. Differences arising on settlement
or franslation of monetary items are recognised in the consolidated
statement of comprehensive income with the exception of
monetary items that are designated as part of the hedge of the
Group's net investment of a foreign operation. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are franslated using the exchange rates at the dates of the initfial
fransactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when
the fair value was determined. The gain or loss arising on franslatfion
of a non-monetary item measured at fair value is tfreated in line with
the recognition of the gain or loss on change in fair value of the
item. The functional currencies of certain subsidiaries are currencies
other than the presentation currency. As at the end of the reporting
period, the assets and liabilities of these entities are translated into
the presentation currency of the Group at the exchange rates ruling
at the end of the reporting period, and their income and expense
items are translated into the presentation currency at the weighted
average exchange ratfes for the year.

The resulting exchange differences are recorded in other
comprehensive income and the cumulative balance is included
in franslation reserve in the consolidated statement of changes in
equity. On disposal of a foreign operation, the deferred cumulative
amount recognised in translation reserve relating to that particular
foreign operation is recognised in the consolidated statement of
comprehensive income. Any goodwill arising on the acquisition of
a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are freated as
assets and liabilities of the foreign operation and translated at the
closing rate.

e S R MR (&)

Br—FE-—Ff+_A=+—HIFEF
4, FESTTHEME (E)

411 HhiEBE

AEBERBERAITRATHENEER MRS ERYE
BERZBEBOUZNEERTE - REPBRREAR
B2 MARRZNEEERET((BR]) - AR
AEBTENPEEE  ARETAERGAVBHREK
ZEINEHE -

SINERBNH IR H A ZRITNEEEEE R AR - A
BAECEBEENABRBEPRZRITYEES
ExEHHE HEESIMEERRAMELEZZERN
FEEHKRERTER  EEEERANEEBIIERR
BRBEEh — 2y 2 BB IEB BRI o AINEEE 2 AR
FREZIFERBERARVNSR B ZERBE « IS
HERAVEZFERHAAREEAFEEAZEXREKE -
BERAVEFEZHERREELZRBRERR
ZEBAFEEH RE B2 TABRE - ETHER
B2 EE AN ERRINEEE - RIBEHR - Z
FEBNEENRBERRBEMRZRTEXRES
AEBEZZ25E%  MEFzhERFAERIIRFER
MEFEERBEL2TEE -

PRELEAZRANEMEEKRERER - M R5HERR
AAGARRBEBR ZELFHE - NHE BN EBRE
HZBESIEBBHENELFBERZET RS
BERmarmBaERER RRBEINEHMESEZE
AEE  ARBEBMEANEER BB ZREEET
ZEAAFERE  ADIEBIEBNEEREE X
BYTTE KB E o

ANNUAL REPORT 129



2021 F£ 5§

=imksik

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.11 Foreign currency translation (continued)

For the purpose of the consolidated statement of cash flows, the
cash flows of the Company and certain subsidiaries are translated
info the presentation currency at the exchange rates ruling at
the dates of the cash flows. Frequently recurring cash flows of the
Company and these subsidiaries which arise throughout the year are
franslated info the presentation currency at the weighted average
exchange rates for the year.

4.12 Employee benefits
(i)  Short-term employee benefits

Salaries, annual bonuses, paid annual leave and the cost of non-
monetary benefits are accrued in the year in which the associated
services are rendered by employees.

(ii) Defined contribution retirement plan obligations

The Group operates a defined contribution Mandatory Provident
Fund retirement benefit scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Schemes Ordinance for all of its
employees in Hong Kong. Conftributions are made based on a
percentage of the employees’ basic salaries and are charged to the
consolidated statement of comprehensive income as they become
payable in accordance with the rules of the MPF Scheme. The assets
of the MPF Scheme are held separately from those of the Group in
an independently administered fund.

The employees of the subsidiaries within the Group which operate in
the PRC are required to participate in the central pension scheme
operated by the local municipal government. These PRC subsidiaries
are required to conftribute a percentage of their payroll costs to
the central pension scheme as specified by the local municipal
government. The contributions are charged to the consolidated
statement of comprehensive income as they become payable in
accordance with the rules of the central pension scheme.

There were no forfeited contributions utilised by the Group to reduce
existing level of contributions for each of the years.

130 ANNUAL REPORT

e SRR (&)

Br —F-—Ff+_A=+—HIFEF
4, FESHEXHME (E)

411 SMEERE (F)

REARERERME AARARETHE AR ZR
TRENREARCARELEABRCELTBRIERET
B - ARAIRZEMBARNEEFEHAESTERL
ZHERERFAZINEFHEXTRESZTEE -

412 EEER

() EHESEF

o EEEA - BHEBRESEENEANESR
B IRBIRR S 2 = /E Rt -

(i) REHMEMNKTBEF

AEBEREBERFUERESFEAGIREMERERE
EERERFBEUERBEBSRKENE ([RESF
g  HFEREEEAFHF S CREAEALAE AR
HRRBRBESAERIRAERAF AR 2ERER
N -wEetEEER AEENEESHABYE
BESRHE -

AEERTRELELHBRARZEERAZLEE TR
&M zFREKRSFE - ZFTENBRARAFELE
WHRAEEZHERABDULIERT REKRSF S
R e ZBFEERRIRE P KBRS 5 R BRE B
BiRA 2EREER MR -

SN

REFE  AEBEWLEBA DLW HKINBEIRA #5K



2021 F 5§

=imksik

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.13 Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain fiming or amount
when the Group has a legal or constructive obligation arising as
a result of a past event, which will probably result in an outflow of
economic benefits that can be reasonably estimated.

When it is not probable that an outflow of economic benefits will be
required, or the amount cannot be estimated reliably, the obligation
is disclosed as a contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations, the existence of
which will only be confirmed by the occurrence or non-occurrence
of one or more future events, are also disclosed as contingent
liabilities unless the probability of outflow of economic benefits is
remote.

4.14 Finance costs

Finance costs comprise borrowing costs, which are directly
attributable to the acquisition, construction or production of an asset
which necessarily takes a substantial period of time to get ready for
its infended use or sale are capitalised as part of the cost of that
asset. Other borrowing costs are expensed in the period in which
they are incurred.

The capitalisation of borrowing costs as part of the cost of qualifying
asset commences when expenditure for the asset is being incurred,
borrowing costs are being incurred and activities that are necessary
to prepare the asset for its infended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying
asset for its infended use or sale are interrupted or complete.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HBE _F-_—FF+_A=+—HIFEF

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 4., FESHHEME(H)
(CONTINUED)

4.15 Related parties 415 BBER
(a) A person, or a close member of that person's family, is related (@) WEBUTAL  BIZATHZAT ZFEFRKREKX
to the Group if that person: BEEAEEFRE -

(i) has control or joint control over the Group; (i)  $EHIEREGARER

(i) has significant influence over the Group; or (i) HAEBMEEATE :

(i) is a member of key management personnel of the Group (i) AREEFIARRHRARZEEEEENE
or the parent of the Company;

(b) An entity is related to the Group if any of the following (b) (WS THEMEGRME B EEEARE A RS -
conditions applies:

(ij  the entity and the Group are members of the same (i) ZEBRAEERRA-—SKEZKERR:
group;

(i)  one enftity is an associate or joint venture of the other (i) —FHEBARS BB ZHBEAAXaED
entity (or an associate or joint venture of a member of a ¥ (B —ERAKERARZEEETKE
group of which the other entity is a member); RAZHE NG HEEDRE)

(i) both entities are joint ventures of the same third party; (i) MEEEHRA-—F=Fze2dF

(iv) one entity is a joint venture of a third entity and the other (iv)] —HERBAE=-FTEB2EEDLE M5—
entity is an associate of the third entity; BRAZFE- BB ZHBE NG

(v) the entity is a post-employment benefit plan for the (v] ZEBRASESEAESEAEHE L ER
benefit of employees of either the Group or an entity DLE B R R L 2 BEB AT 2
related to the Group;

(vi) the entity is controlled or jointly controlled by a person (vi] ZEBBX(q)FEZ ALEGRERE

identified in (a);

(vii) a person identified in (a)(i) has significant influence (Vi) R(a)(i|filEZ ATHZEEBEERTEL
over the entity or is a member of the key management BZERB (AZEE LR T EERE
personnel of the entity (or of a parent of the entity); and B &

(viii) the entity, or any member of a group of which it is a part, (viii BN BRERKEEEMKERRIHEP —
provides key management personnel services to the BAMAEEXIARRZE AR RHEEE
Group or to the parent of the Company. ERANBRT -

132 ANNUAL REPORT



2021 F 5§

=imksik

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

4.15 Related parties (continued)

Close members of the family of a person are those family members
who may be expected to influence, or be influenced by, that person
in their dealings with the entity and include:

(i) that person’s children and spouse or domestic partner;
(i) children of that person’s spouse or domestic partner; and

(i) dependents of that person or that person’s spouse or domestic
partner.

4.16 Segment reporting

The Group identifies operafing segments and prepares segment
information based on the regular infernal financial information
reported to the executive directors of the Company, who are the
chief operating decision makers (*CODM"), for their decisions about
resources allocatfion to the Group's business components and for
their review of the performance of those components. The business
components in the internal financial information reported to the
CODM are determined following the Group’s major operations.

The measurement policies the Group uses for reporting segment
results under IFRS 8 Operating Segments are the same as those used
in its financial statements prepared under IFRSs.

e S R MR (&)

Br—FE-—Ff+_A=+—HIFEF
4, FESTTHEME (E)

415 BAER (&)

R-ATZERFHGKEEBRRAIZEZALL
ETEBEINEERIZALTHEZBARKEMKE
B

(i) BALZFEAREBHREME
(i) ZALTEBHREHEZFLZ R
(i) ZALTHZALEBAREHEEZEZ AL -

/U]]U /E’
mﬁ%

416 DR

AEBRBAARRNTES (ME2EERKE) M
EHRRERERBAREXBEMNE R KRS
REBEMZRBZERRLABER - MBpHEEHD
MRBHEDBER - ERATBLERREE R QAR
BEMANZEBEUIREAEEIEXBETE -

AEERIE R P %R S N FSIR [ L% D50 ot &
DEEEFTA 2 A ER R EERIRER M SRS R
BRI AEREMER -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the consolidated financial statements requires
the directors of the Company to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making the
judgements about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accountfing estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

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

Estimated impairment of non-financial assets

The Group assesses at each reporting date whether there is
any indication that non-financial assets with definite lives may
be impaired. If any such indication exists, the Group estimates
the recoverable amount of the assets in accordance with the
accountfing policy stated in Note 4.4. In assessing whether there
is any indication that non-financial assets may be impaired, the
Group considers indications from both internal and external sources
of information such as evidence of obsolescence or decline in
economic performance of the assets, changes in market conditions
and economic environment. These assessments are subjective and
require management’s judgements and estimations.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line
basis over the estimated useful lives of the assets, affer taking info
account their estimated residual values. The Group reviews the
estimated useful lives of the assets regularly. The estimated useful
lives are based on the Group’s historical experience with similar
assets and taking into account anticipated technological changes.
The depreciation expenses for future periods are adjusted if there
are significant changes from previous estimates.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

5. SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (CONTINUED)

Provision for impairment loss on trade and other receivables

The Group determines the provision for impairment loss on tfrade and
other receivables resulting from the inability of the customers/debtors
to make the required payments. A significant amount of estimate
and judgement is required in assessing the ultimate realisation of
these receivables. The estimated ECL loss rates are estimated based
on the Group's estimates of the market borrowing rates for each of
the groupings, less risk-free rate, which reflect the credit risk of the
debtors, over the expected life of the debtors and are adjusted
forward-looking information that is available without undue cost or
effort. If the financial conditions of customers/debtors deteriorate,
additional provision for expected credit loss may be required.

Net realisable value of inventories

The Group recognises write-down on inventories based on an
assessment of the net realisable value of the inventories. Write-
down is applied fo the inventories where events or changes in
circumstances indicate that the net realisable value is less than
cost. The determination of net realisable value requires the use of
judgement and estimates. Where the expectation is different from
the original estimates, such difference will impact carrying value of
the inventories and write-down on inventories charged fto profit or
loss in the period in which such estimate has been changed.

Provision for income taxes

The Group is subject to income taxes in jurisdictions in which the
Group operates. Significant judgement is required in determining
the tax liabilities to be recognised. There are many transactions and
calculations for which the ultimate tax determination is uncertain.
The Group recognises provisions for tfax based on estimates of the
taxes that are likely to become due. The Group believes that its
provision for tax is adequate for the year based on its assessment
of many factors including past experience and interpretations of
tax law. Where the final tax outcome is different from the amounts
that were inifially recorded, such differences will impact the current
income tax and deferred tax provisions in the period in which such
determination is made.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

6. SEGMENT REPORTING

The Group has three reportable segments which are the Group's
strategic business units, as follows:

Aerosols —  Sales of spray paints and automotive care
products, including spray paint, carburetor
cleaner, spray wax, anti-rust spray
lubricant, polyurethane foam, cleaning
spray and spray refrigerant for automobile
air-conditioners

Organic silicone — Sales of product series, which are all
adhesives silicone-based adhesives
Synthetic adhesive —  Sales of several product series, which are

all multi-purpose contact adhesives

Information about strategic business units of other operating
segments that are not reportable in accordance with IFRS 8
Operating Segments are consolidated and disclosed in All other
segments.

These strategic business units offer different products, and are
managed separately because they require different technology and
marketing strategies. For each of the strategic business units, the
chairman of the Company, who is the CODM of the Group during
the year, reviews internal management reports on a monthly basis.
There was no aggregation of operating segments in arriving at the
reportable segments of the Group.

(a) Segment results

For the purposes of assessing segment performance and allocating
resources between segments, the CODM monitors the results
attributable to each reportable segment on the following basis:

Segment profit represents the gross profit earned by each segment
without allocation of central administration expenses (including
emoluments of directors and senior management), selling and
distribution expenses, other income and gains and finance costs. This
is the measure reported to the Group's CODM for the purposes of
resource allocation.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

6. SEGMENT REPORTING (CONTINUED)
(a) Segment results (continued)

The CODM reviews the Group's assets and liabilities as a whole
without allocation to each segment. In his opinion, all strategic
business units consume similar materials and their products are
produced by same machinery and equipment and then they are
sold to same customers. As a result, it is not necessary to monitor
the assets and liabilities under different segments. No segment
information on assets and liabilities is presented accordingly.

During the years ended 31 December 2021 and 2020, the Group
generated revenue primarily from the sale of three categories
of products under these segments. The following table sets out
the breakdown of the revenue and segment profit by reportable

e S R MR (&)

BE—F-——F+—A=+—HIFE

6. DEWME ()
(a) ZEHEE(H)

TBRLERREFHNASERENEERAGE  MAE
BEEMBEIRES —EDE - EEEAfBZijFﬁﬁﬁEﬁ
EBEURRABEUMHREERMERKSERREL
EMEETHRERS #ULBAERET ’\*BTE’J,%F
RBE AMEEZINEERBEZDABER

REBEE-_ZE-_—FR-_Z-_FF+_A
AEBMEBEZENHTHE
B3R 2 i

=+—HIEEE
SEEREANS - T
BHHEIS 2R S HHFBE -

>\

segment:
Organic
silicone Synthetic
Aerosols adhesives adhesive
REH  BRYBRE EHBHE
RMB’000 RMB’000 RMB’000 RMB’000
ANREFT ANREFT AEBTFT AREEFT
For the year ended 31 December 2021 HE-E--F+-A=t-HLEE
Revenue from external customers and REINDEP 2 W K 28D HUas
reportable segment revenue
— Point in time — B 600,586 186,753 71,524 858,863
Reportable segment profit DEL R 186,731 37,830 16,869 241,430
For the year ended 31 December 2020 HE-Z-ZFE+-_A=1t—-HILFE
Revenue from external customers and RENDEP 2 W Ko 28D HUs
reportable segment revenue
— Point in time — B E 529,740 144,422 60,713 734,875
Reportable segment profit DELLEy] 191,714 31,354 17,309 240,377
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2021

6. SEGMENT REPORTING (CONTINUED)

(b) Reconciliations of reportable segment revenue and

consolidated profit before income tax

A reconciliation of segment revenue to consolidated revenue is

presented as follows:

e SRR (&)

B2 —F-——F+—A=+—HIFE

6. DEHME ()
(b) TERSHUBEBRFAEBHRAGS

Bz B R

PN

okt

Bk as B dr & W s 2 HIBR 250 T

RMB’000 RMB'000

AEETT AR T

Total reportable segment revenue DGRl €L 858,863 734,875
All other segments revenue (Note) A Eth 5 3 4eas (M ax) 124,244 105,114
Consolidated revenue Fe W 983,107 839,989

A reconciliation of segment results to consolidated profit before

income tax is presented as follows:

AN ZHER25

RMB’000 RMB'000

AEETT ARE T

Total of reportable segments profit E2RHBEF| B8 241,430 240,377
All other segments profit (Note) A Eth 5 3 A (M %) 20,493 28,566
Other income and gains H it A R Yzs 3,979 5,390

Selling and distribution expenses SHE RAER Y (129,407) (103,725)

Administrative expenses TERHAX (111,762) (92,886)

Impairment losses on frade receivables B RYGERERSRE (2,755) (276)

Finance costs RMEMA (6,170) (3,785)
Consolidated profit before income tax BRF SRR AR A i A 15,808 73,661

Note: Segment revenue and segment profit from other segments represent the

sales of architectural coatings, oil products, wood paints and others.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

6. SEGMENT REPORTING (CONTINUED)
(c) Geographical information

The Company is an investment holding company. As the principal
place of the Group's operation is in the PRC, which is considered as
the Group's country of domicile for the disclosure purpose of IFRS 8.
Substantial of the Group’s non-current assets are located in the PRC
as at 31 December 2021 and 2020. The following fable provides an
analysis of the Group’s revenue generated from external customers
by geographical market.

e S R MR (&)

BE—F-——F+—A=+—HIFE

6. DTFHmE (E)
(c) HEBER

ARBRREEBR AR -ARAEEZETRZEXME
RPE BB ERESERFSR I EEERME
PEERAAEEEML - R-T - —FR-_ZF-FF
TZA=1+—8 AKEXRBAIFRBEEMLNTE -
TREHRASERBENZE D ANBEFELE 2R

BmOM -

RMB’000 RMB'000

ARB TR AEETT

The PRC h 945,994 807,095
Australia M 35,397 30,449
Others Hity 1,716 2,445
983,107 839,989

(d) Information about major customers

No revenue from a single external customer accounted for 10% or
more of the Group's revenue for the years ended 31 December 2021
and 2020.

7. REVENUE AND OTHER INCOME AND GAINS

Revenue from the Group's principal activities, represents revenue
derived from the sales of hardware and building materials and
automotive maintenance industrial chemical products. Revenue
and other income and gains recognised during the years ended 31
December 2021 and 2020 are as follows:

(d) FREXEEFHNESR

HE -T2 FR-_FT-_FTF+_A=+—HIFE "
MEREE —IBEFZWEEAREERABNIO%K
PAE -

7. WHEUREMEBARKZ

AEBTBEB WS EHERSEM R ABEBEL
TERABUE BE_ZE-—FR_FT_ZFTF+_8
=+ —BHIEFEDHER WS AR E M A RSN

RMB’000 RMB'000

AEETFT AREFT

Revenue (Nofe (i) Yoss (BEE()) 983,107 839,989
Other income and gains H o A R Wz

Bank interest income HRITHBA 1,023 1,244

Net exchange gain X a8 46 —

Rental income R ON 997 747

Government subsidies (Nofe (ii)) RIS 4 B (P2 (i) 1,402 2,356

Sundry income HHEKA 511 1,043

3,979 5,390
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e year ended 31 December 2021

REVENUE AND OTHER INCOME AND GAINS
(CONTINUED)

Disaggregation of revenue from contracts with customers by major
categories of products is disclosed in Note 6.

All sales contracts are for period of one year or less. The Group has
applied the practical expedient in paragraph 121 of IFRS 15 to its sales
contracts such that the information about revenue that the Group will
be entitled to when it satisfies the remaining performance obligations
under the contracts for sales of products that have an original expected
duration of one year or less is not disclosed.

The Group received unconditional subsidies of approximately
RMB1,402,000 (2020: RMB2,230,000) from the PRC government during the
year as a recognition of the Group's contribution to the development of
the local economy.

During the year ended 31 December 2020, the Group also received
government grants of approximately RMB126,000 from the Employment
Support Scheme under the Anti-epidemic Fund of the Government
of the Hong Kong Special Administrafive Region which aims to retain
employment and combat COVID-19 epidemic.

There are no unfulfilled conditions or contingencies attaching to the
aforesaid granfs.
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7. WHMARHEMBARKE (&)

(i) BRIBEMAPEN 2 KEEFELWRE 2 FANHTTORE -

FAHEANAN—FIURN - AEECHEHEANER
B BRELANFISKEI2DIRCEREE S L HU&E
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(i)  ARERFRNETRBFRGEGEHEOARE 402,000
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interest rate of 4.75% (2020: 6.38%) per annum.

ANNUAL REPORT

8. FINANCE COSTS 8. BWERAK
RMB’000 RMB'000
ARETFT ARETFTT
Interest on inferest-bearing bank borrowings FERITERFIS 7,834 8,227
Interest on other borrowings HibfERF S 1,967 97
Interest on lease liabilities HEREFE 1,343 393
Less: interest capitalised into property, plant and equipment B ERNE  BEREEERNE2FE ()
(Note) (4,974) (4,932)
6,170 3,785
Note: During the year, the finance costs have been capitalised at an effective Mizr: RER BERADIRBEBRENE475% (ZE-_FF:

6.38% ) EAME ©



NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2021

9. PROFIT BEFORE INCOME TAX

Profit before income tax is arrived at after charging:

2021 ¥ =imksik

Br—FE-—Ff+_A=+—HIFEF

9. ERETEBAIEFR
B P13 35 A R T3 R F0BR A T B IR E

e S R MR (&)

RMB’000 RMB'000
AREFT AREFTT
Auditor's remuneration ZEMM e 997 935
Cost of inventories recognised as expenses BRAAI ZBEERA 721,184 571,046
Depreciation of property, plant and equipment (Note 14) WE - BEREERE (FF14) 10,771 9,793
Depreciation of right-of-use assets (Note 15) EREEERE (MF15) 4172 4,270
Impairment losses on trade receivables (Note 32(b)) B 5 W IEREESE (F1532(b)) 2,755 276
Loss on disposal of property, plant and equipment HENE  BEREHIEER 211 —
Written-off of property, plant and equipment (Note 14) WMEME - BB R (HE14) - 2,648
Net exchange loss EXEEFE — 308
Expenses relating to short-term leases REAERERS 1,402 438
Employee benefit expenses (including directors’ EERFHEY (BREZME (HF10) R
remuneration (Note 10) and salaries in research and HERZH 2 EHE) (HE()
development expenses) (Nofe (i))
— Salaries, allowances and benefits in kind —5e ZHREMERN 102,847 81,110
— Discretionary bonus — BEREL 8,776 5,631
— Retirement benefit scheme contributions — RINEAGT B4 6,190 2,819
117,813 89,560
Research and development expenses (Note (ii)) B R s (PR (ii))
— Material consumption — MREE 22,497 16,486
— Employee benefit expenses — EERAAZ 14,854 17,006
— Others — Hf 3,818 3,156
41,169 36,648
Notes: [T
i) Employee benefit expenses are included in cost of sales, selling and (i) EERBMAZE AHERAR  IHE KA HF A RITHHA
distribution expenses and administrative expenses. oo
(ii) Research and development expenses are included in administrative (ii) MBS ATHRAS -

expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HBE _F-_—FF+_A=+—HIFEF

e SRR (&)

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE, 10. EX - BETHRAE -HDEESHFMAL

FIVE HIGHEST PAID INDIVIDUALS AND SENIOR REEEBEAEMS
MANAGEMENT
(a) Directors’ and chief executive's emoluments () EEREETHRAEMS

Pursuant to the Listing Rules, Section 383(1)(a), (b)., (c) and (f) of
the Companies Ordinance and Part 2 of the Companies (Disclosure
of Information about Benefits of Directors) Regulation, details of
emoluments paid by the companies comprising the Group to the

RIE EARR - ARHEGIZE383(1)(a) ~ (b) ~ (c) & (f) &
AR Ae (FEEEMEER) ROIF28 AEBEBET
ZRRAARREE N ZMEFITHT:

directors of the Company are as follows:

Salaries, Refirement
allowances benefit
Directors’ and benefits  Discretionary scheme

fees in kind bonus contributions

e BHER BHER

Eshe BENER B AHEIfR
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AEEFT AEETT AEETFT AEETT AEETR

Year ended 31 December 2021 HE-E--F+-A=1-HLEE
Executive directors HTES

Mr. Ernest Chen (Note (i) RImE &£ (HEEE(T) 797 214 162 29 1,202
Mr. Chen Bingyao (“Mr. Leo Chen”) RFELE 797 179 439 22 1,437
Mr. Ng Cheuk Lun REMELE 797 - 84 15 876
2,30 393 665 86 3,515

Independent non-executive directors BUFHTES
Ir. Daniel Lai BREIRE 125 - - - 125
Mr. Yeung Chun Yue, David BRFEE 125 - - - 125
Mr. Xu Kai HEEE 125 - - - 125
375 - - - 375
2,768 393 665 86 3,890

Year ended 31 December 2020 HE-Z_ZE+-A=T-HL%EE

Executive directors BES
Mr. Ernest Chen (Note (i)) BRimaE 7 A (R () 892 860 = 20 1,772
Mr. Leo Chen BARLE 892 614 — 26 1,532
Mr. Ng Cheuk Lun REfmEE 892 — — 16 908
2,676 1,474 — 62 4,212
Independent non-executive directors BikRTES
Ir. Daniel Lai BHETEM 128 — - — 128
Mr. Yeung Chun Yue, David BRFEE 128 — — — 128
Mr. Xu Kai i b 128 — - — 128
384 — — — 384
3,060 1,474 — 62 4,596
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE,
FIVE HIGHEST PAID INDIVIDUALS AND SENIOR
MANAGEMENT (CONTINUED)

(a) Directors’ and chief executive’'s emoluments (continued)
Note:
(i) Mr. Ernest Chen is also the chief executive of the Company.

Salaries, allowances and benefits in kind paid to or for the executive
directors of the Company are generally emoluments paid or payable
in respect of those persons’ other services in connection with the
management of the affairs of the Company and its subsidiaries.

The independent non-executive directors’ emoluments show above
were for their services as directors of the Company.

There was no arrangement under which a director waived or agreed
to waive any remuneration during the year (2020: Nil).

During the year, no emoluments were paid by the Group fto the
directors as inducement to join or upon joining the Group, or as
compensation for loss of office (2020: Nil).

(b) Five highest paid individuals’ emoluments

The emoluments of the five highest paid individuals for the year,
include three (2020: three) directors of the Company, whose
emoluments are reflected in the analysis presented above. Details
of emoluments paid to the remaining two (2020: two) highest paid
individuals of the Group are as follows:

e S R MR (&)

Br—FE-—Ff+_A=+—HIFEF
10. EE - BRETHAE -HBBSHFMAL
FEEEEBEAEME (8)

() EERESTHRAEME (F)
Bt o
() BABREEFALATZTHBE -

ENSENARRATEST 2 HE ZUMREYENE
ERAZEAIREERARALEMBRARER 2K
IRFME M HEAAEE -

tRBIHRRATEET M IR REEEARAES
Z R E -

FERBEEERNEIRERECMNHES 2LZH (=
ZEFE) o

FRNAKRERERNEESINHSERRENALEE
KR MARREE 2 RENERBEBME(ZT_FF:
m) o

/AN

(b) EEBSFHALHME

FAZAERBFMALTERARAIZ=Z4 (=%
FZR)EBEFE(REZMEN EXEF 29T RER) -

ENTFARESHTME (T _FF - MB) &= HM
AL ZBEFBNOT

RMB’000 RMB'000

ARMEFT ANRE T

Salaries, allowances and benefits in kind e 2HRENER 414 713
Discretionary bonus RBTEL 569 —
Retirement benefit scheme contributions RNEFIFT IR 12 4
995 717
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

10. EMOLUMENTS OF DIRECTORS, CHIEF EXECUTIVE,
FIVE HIGHEST PAID INDIVIDUALS AND SENIOR
MANAGEMENT (CONTINUED)

(b) Five highest paid individuals’ emoluments (continued)

The emoluments of the non-director highest paid individuals are
within the following band:

e SRR (&)

B2 —F-——F+—A=+—HIFE

10, EE - BESTBRAE -EEESHFMAL
FREEEEAEME ()

(b) ZEBEFMATEHE (H)
HEFZESFMALIMENFUTHE

Nil to HK$1,000,000 £ %1,000,0007 70

2 2

During the year, no emoluments were paid by the Group to any of
the five highest paid individuals as an inducement to join or upon
joining the Group, or as compensation for loss of office (2020: Nil).

(c) Senior management’'s emoluments

The number of senior management (excluding the directors of the Company)

whose remuneration fell within the following bands is as follows:

FR - AEERERATAZSEREEES HHA B
SEABMAREB SN IIANE B2 5E) - SEABH
BEE(CE-_ZF &) o

(c) EEBEEAEME
MeNTUATHE 2 aEEEAE (TEEARRESE)
2B

Nil to HK$1,000,000 £ 1,000,000/ 7

11. INCOME TAX EXPENSE

11. FEHHEX

RMB'000 RMB'000
AE¥TT AREFT
Current tax expense EHRERX
— PRC Enterprise Income Tax (“EIT") —HECEREH ([CEREH]) 4,478 9,178
— Over-provision of income tax expense in the prior year —BAFERBREMGHAT (1,555) (840)
Deferred tax credit BEHEER
— The origination and reversal of temporary differences (Note 25)  — A4 J R 2R =48 (i :25) (1,130) (497)
Income tax expense FiEHRx 1,793 7,841

The Group is subject to income tax on an entity basis on profits
arising in or derived from the jurisdictions in which members of the
Group are domiciled and operated.

Pursuant to the rules and regulations of the Cayman Islands and
the BVI, the Group is not subject to any income tax under these
jurisdictions during the year (2020: Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 BE —_F_-_—FF+-_H=+—HIFEF

11. INCOME TAX EXPENSE (CONTINUED) 11. FiEHMAx (&)

No provision for income tax has been made for the subsidiaries RER - ARE B M2 8 A 730 & 1] 78 5k
incorporated in Hong Kong as the subsidiaries did not have any BERANBHZETERBEF U ERZEWNB AR
estimated assessable profits subject to Hong Kong Profits Tax during ELEFTSEHEE (TS -4 &)

the year (2020: Nil).

Under the Enterprise Income Tax Law of the PRC (the “EIT Law”) BEFRCEMSRE(DEMSHRE]D) REEMSE
and the Implementation Regulation of the EIT Law, the subsidiaries FREAEWBE  RER - JB"\\EPH%@ZW% AIZEBLH
operating in the PRC are subject to the tax rate of 25% (2020: 25%) FHERBUR M IR25% 2 R EP (Z T ZFF : 25%) -
on the estimated assessable profits during the year except for four HFRNETEASTRMCE (SN E Z2E
(2020: three) of the subsidiaries operating in the PRC which were H @FEJ (ZE-ZEF:=H)RTRLKEZHE AT E
approved to be high and new technology enterprises (“HNTE"). [ﬁﬂfﬁgl\ CEATETARTRNCECCEBRZERREE
Enterprise approved to be HNTE are entitled to enjoy a reduced BREISH(ZE_FF : 15%) ' TIRESERFE

enterprise income tax rate of 15% (2020: 15%) and additional 50% F%ﬁiq—ﬁ%ﬁﬁlﬁo% ZEZERE 50%) 2 HER S ([
(2020: 50%) tax reduction (Tax Reduction) based on the eligible BRR])  BRHAE=ZF 2R CEBEAEE=-F
research and development expenses with a validity period of three BE UNLSEEWREBARTZARRETE o

years. The HNTE certificate needs to be renewed every three years

so as to enable the respective subsidiaries to enjoy the reduced tax

rate.

Income tax expense can be reconciled to the profit before income FRr 5 B 5 =2 0] BRI P45 50 A v 1) 1 ) 9 BR -
tax as follows:

RMB’000 RMB'000
ARETRT ARETT

Profit before income tax BR TS B AR Al 15,808 73,661

Tax calculated at the rates applicable to profitin the tax  EFBR B Al ZERERZ IEHEFEZHE

jurisdiction concerned 4,579 19,081
Tox effect of concessionary tax rate BRHRE BB E (3,500) (8,360)
Tax effect of non-deductible expenses AMGBHEZ 2 RBT 2 1,681 1,000
Tax effect of non-taxable income BENMBRAZ BB E (11) —
Tax reduction for research and development expenses RERTZHEBRE (4,612) (4,568)
Tax effect of over-provision in prior year BEFEBERB L RBEYE (1,555) (840)
Tax effect of tax losses not recognised ARRADEBE L REZ 2 5211 1,528
Income tax expense R 1,793 7,841

The Group also has tax losses arising in the PRC of approximately AREBTRAPEEEDHARE30,318,000 (ZE=-F
RMB30,318,000 (2020: RMB6,152,000) that will expire in one to five F: ANR#6,152,0007T) 2 IEEE - BEBEEER
years for offsetting against future taxable profits. Deferred tax assets FAREEARERT F BN —ZE2ERFAEM - B
have not been recognised in respect of these losses as it is not RREIR AT BEHE A A JER RO FI LA 2 S /A E 18 -
considered probable that taxable profits will be available against AEETAREEEERRELEHREELE -

which these tax losses can be utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

12. DIVIDENDS

(a) Dividends payable to the owners of the Company attributable
to the year

e SRR (&)

B2 —F-——F+—A=+—HIFE

12. RE
(a) BRSFADAEBAZFTFERE

RMB’000 RMB'000
ARKEFT ARE T
Final dividend proposed after the end of RBERRBEZRN 2 KARE SR L AR3.051L
the reporting period of HK3.0 cents per ordinary share (ZZ=%F : gL BR3.0481)
(2020: HK3.0 cents per ordinary share) 10,486 10,794
The final dividend proposed after the end of the reporting period has NMEBRBEDZ RN Z R E I #E PR E H R

not been recognised as a liability at the end of the reporting period.

(b) Dividends payable to the owners of the Company attributable

RR/EIE-
(b) BIRNFAQXRAEAAZE-—MBEFERE R

to previous financial year, approved and paid during the year F R it MRS
RMB’000 RMB'000
AREFT AREFL
Final dividend in respect of the previous financial year, RE—BBEERT 2 RARE
approved and paid during the year, of HK3.0 cents RE R AT R -
(2020: HK2.4 cents) per ordinary share BREBR30EN (ZZ=_2F : GREBR2.481) 10,794 9,357
13. B8RER

13. EARNINGS PER SHARE

The calculations of basic earnings per share are based on the
profit of approximately RMB14,015,000 (2020: RMB65,820,000) for the
year attributable to the owners of the Company and the weighted
average of 427,500,000 (2020: 423,811,000) shares in issue during the
year.

The weighted average number of shares used to calculate the basic
earnings per share for the year ended 31 December 2020 included
the weighted average effect of 90,000,000 shares issued upon the
share offering of the Company’s shares on 16 January 2020 and the
337,500,000 shares in issue prior to the Listing.

Diluted earnings per share were same as the basic earnings per
share as there were no dilutive potential ordinary shares in existence
during the years ended 31 December 2021 and 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 BE —_F_-_—FF+-_H=+—HIFEF

e S R MR (&)

14. PROPERTY, PLANT AND EQUIPMENT 14. Y¥ - - BWERKE

Furniture,
fixtures
Plant and and office Motor leasehold  Construction
Buildings machinery equipment vehicles  improvements in progress
G- %EBR
B¥ HER#E BAERE BENERE HBIE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT ARETT ARETT
Cost A
At 1 January 2020 RZE-FF-A-A 40,202 37,960 4,461 5210 967 57,750 146,550
Additions AE 1,843 5,821 1,510 547 17 85,881 95,619
Transfer a5 7271 1413 92 — 646 9.422) —
Witten-off [Nofe) i3 - (685) (3) (130) - (2,149) (2.999)
At 31 December 2020 and REE-REF-A=1-HR
1 January 2021 “5--%-f-H 49,318 44,509 6,028 5627 1,630 132,060 239,170
Additions RE 4,484 1179 7,648 1,036 - 52,836 73183
Addition through the acaquisition of FRREREAFRE (F30)
subsidiaries (Nofe 30) - - - - - 294 294
Tronsfer E 5 2,145 1738 28 - - (4131) -
Disposal e (128) (1,248) (102) (37 - - (1,515)
At 31 December 2021 RZBZ-§+-B=1-H 55,837 52,178 13,802 6,626 1,630 181,061 311,134
Accumulated depreciation iR
At 1 January 2020 RZZ-TF-A-H 8,801 14,751 2,405 3,305 143 — 29,405
Charge for the year ERYH 5,070 3,480 777 40 b4 — 9,793
Eliminafion on disposal HERHH - (261) (18) (72) = - 351
At 31 December 2020 and RZTZFETZA=T-AR
1 January 2021 I 13,87 17,970 3,164 3,635 207 - 38,847
Charge for the year ERF 4774 4,352 1,023 556 66 - 10771
Elimination on disposal HEBHH )] (382) (%) (31) - - (518)
At 31 December 2021 RZBZ-E+ZA=1-H 18,638 21,940 4,09 4,160 273 - 49,102
Net carrying amount BERE
At 31 December 2021 RZB--£+-A=1-H 37,199 30,238 9,711 2,466 1,357 181,061 262,032
At 31 December 2020 R-E-EF+-A=1-H 35,445 26,539 2864 1,992 1,423 132,060 200,323

Note: The written-off was in relation to the deterioration of certain construction

in progress subsequent to a fire accident broke out in one of the

Group's production sites in November 2018.

BIsE - ZMEEAEE —EEEEMR T —N\F+—A%EALK
BERETEZTIREZAER -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

14. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

As at 31 December 2021, the Group's property, plant and equipment
with net carrying amount of approximately RMB32,134,000 (2020:
RMB22,120,000) and RMB8,176,000 (2020: RMB8,254,000) were
pledged for inferest-bearing bank borrowings and other borrowings,
respectively (Nofes 22 and 23).

The Group does not have the fitle certificates for certain items of
buildings with an aggregate net carrying amount of approximately
RMB10,111,000 (2020: RMB10,156,000) as at 31 December 2021.
The directors of the Company are of the opinion that the Group is
entitled to lawfully and validly occupy and use the above mentioned
properties and therefore the aforesaid matter does not affect the
ownership rights of the Group over these assets and hence did not
have any significant impact on the Group's consolidated financial
position as at 31 December 2021.
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14. W% BERHE(E)

MRZZE-—F+-_A=+—0 AEEAFMFEHAR
#32,134,0007C (ZZT —T4F : AR%22,120,0007T) K
AR 8,176,000 (ZEZFF : AR¥8,254,0007T)
WP - BEREEE D RIS BRITE R R EAME K
YRR (B 5E22%23)

$%ljtﬂ%ﬁ**¥$§$1592%%?i ZEHEBERZ
—¢+ A=Z+—B2EEFELBAOARE
o 1,000 (ZZ2 =2 F : AR%10,156,0005T) © A
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2021

15. RIGHT-OF-USE ASSETS
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=imksik

e S R MR (&)

Br—F-——F+=-A=+—HIFE

15. EHEEE

Properties
and
leasehold
lands in the PRC Machinery
RAEZ
MERBE L e
RMB'000 RMB’000 RMB’000
AREFT AREFT ABEETFT
Cost D%
At 1 January 2020 R-ZZT-TF—F—H 98,540 — 98,540
Additions NE 855 10,903 11,258
Written-off 3 (263) — (263)
At 31 December 2020 and 1 January 2021 RZZZEF+-A=1t—RAK
—E-_—%—f—H 98,632 10,903 109,535
Additions NE 8,098 12,903 21,001
Addition through the acquisition of subsidiaries & BUEEH B2 AR E (F5E30)

(Note 30) 54,485 - 54,485
Exchange alignment E X B (10) — (10
Expiry of lease term THHEER (1,638) - (1,638)
At 31 December 2021 R-E-_-§$+-A=1+—H 159,567 23,806 183,373
Accumulated depreciation I E
At 1 January 2020 RZEZTF—H—H 4,262 — 4,262
Depreciation for the year FENITE 4,270 — 4,270
Exchange alignment B 5 % 9) — 9)
Elimination on written-off S s 1 8 (263) — (263)
At 31 December 2020 and 1 January 2021 RZE-EE+-A=+-HR

—E2-_—%—f—H 8,260 - 8,260
Depreciation for the year ENITE 4,172 — 4,172
Exchange alignment B 5 3% (7) — %)
Elimination on expiry of lease term 78 50 i o 1 8 (1,638) = (1,638)
At 31 December 2021 R-E--§+-A=1+-H 10,787 — 10,787
Net carrying amount REEE
At 31 December 2021 R-E--5+-A=1+—H 148,780 23,806 172,586
At 31 December 2020 RZE-_ZE+-A=+—H 90,372 10,903 101,275
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

15. RIGHT-OF-USE ASSETS (CONTINUED)

As at 31 December 2021 and 2020, the recognised right-of-use assets
relate to the following types of assets:

e SRR (&)

B2 —F-——F+—A=+—HIFE

15. EHEEE (&)

ﬁﬁTEﬁFEﬁiMT ﬁ%‘JmﬁEﬁ%ﬁ :

RMB’000 RMB'000

AEETT ARE T

Leasehold lands in the PRC RABEZHE T 141,272 89,413
Properties ES 7,508 959
Machinery e 23,806 10,903
Net carrying amount BEFE 172,586 101,275

As at 31 December 2021, the Group's right-of-use assets with
net carrying amount of approximately RMB84,096,000 (2020:
RMB85,743,000) were pledged for interest-bearing bank borrowings
(Note 22).

The leasehold lands in the PRC will be expired on 8 August 2044, 30
June 2052, 24 December 2064, 7 June 2068 and 30 July 2071 (2020:
8 August 2044, 30 June 2052, 24 December 2064 and 7 June 2068),
respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M EBRMEE (B)

STATEMENTS (CONTINUED)

For the year ended 31 December 2021 BE —_F_-_—FF+-_H=+—HIFEF

16. INVESTMENT IN SUBSIDIARIES — THE COMPANY 16. RBBRAB2RE — XL FH

As at 31 December 2021 and 2020, the Company has direct and RIE-_—FR_TE_TF+_-_A=+—HBH  KRQ7a
THEZEMBAR BIARBRAR) A EEREES

are companies with limited liability. The particulars of which are set = EHEFEHEI T

=

L
T

indirect interests in the following principal subsidiaries, all of which

LE

out as follows:

Particulars of
issued and fully

Place and date of paid-up share Attributable equity Principal activities and place of

Name of subsidiaries incorporation/establishment capital interest of the Group operation

ERTRAR
WEARER ML, B B R B RAFE AEBESGRE TREBREXLE
2021 2020
ZB--§ _ZT_TF

Directly held:

EERSE:

Olive Woods Investments Limited  The BVI, 12 December 2017 US$1 100% 100% Investment holding

EBELHES 1% REZKR
“Z+tE+-A+CH
Integrity Knights Group Limited The BVI, 25 April 2018 Us$100 100% 100% Investment holding
FERERRAF RBRIHES 100% 7 REZR
“Z-N\FMA=-+HA

Indirectly held:

BEsE:

Guangdong Sanvo Chemical The PRC, 9 April 2002 RMB10,300,000 100% 100% Researching, developing, manufacturing
Industry Technology Limited* and sales of chemical products in the
(Note (b)) PRC

ER=MEIMRERAA mE —ZZ-FMANA AR#10,300,0007C RPEHRT  F% HERHEELSER
(FifzE(b))

Guangdong Fuvo Industrial Co.,  The PRC, 28 October 2001 RMB1,380,000 100% 100% Researching, developing, manufacturing
Limited* (Note (a)) and sales of chemical products in the

PRC
ERENEXER DA (ME(a)) HmE - ZZT-F+A-1+/\B  AR¥1,380,0007C RPEHRT  F% HERHEELSER
Guangdong Shunde Sanvo The PRC, 20 March 2003 RMB10,380,000 100% 100% Researching, developing, manufacturing

Chemical Industry Technology

Limited* (Note (b))

ERIEE=F{IFRAR (b)) T8 —TR=F=A-+H

(2020: RMB500,000)

AR #10,380,0007C
(—E-2%:

—=< ==

AR #500,0007)

and sales of chemical products in the
PRC
RABEHE A% HERHELEER
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HBE _F-_—FF+_A=+—HIFEF
16. INVESTMENT IN SUBSIDIARIES — THE COMPANY 16. RMIB AR ZRE — &2 7 (&)
(CONTINUED)

Particulars of
issued and fully

Place and date of paid-up share Attributable equity Principal activities and place of
Name of subsidiaries incorporation/establishment capital interest of the Group operation
BIRBME
WEARAB FEMASL, B B R A RAFE AEEEERE TEEBREELY
2021 2020

—B--§ _ZT_TH

Zhongshan Minhe The PRC, 24 January 2013 RMB48,830,000 100% 100% Manufacturing and sales of chemical
Chemical Industry Technology (2020: products in the PRC
Limited* (Note (a)) RMB28,530,000)
FILERAE IR EERAA (M) $8 —FT—=F—A=F+MA AK¥48:830,0007 RPBERENAERER
(ZZ2=25%:
AR
28,530,0007T)
Guangdong Sanvo The PRC, 2 June 2000 RMB22,864,000 100% 100% Researching, developing, manufacturing
Holdings Co., Limited* (Note (b)) and sales of chemical products in the
PRC
BR=MER Al (M)  RE ZTETEF AR A K #22,864,0007C RPERE FE RERHELEER
Degian Chemical (Henan) Co.,  The PRC, 27 December 2019 RMB3,890,000 100% N/A  Researching, developing, manufacturing
Ltd.* (“Deqian Chemical”) (Note 30) and sales of chemical products in the
(Note (a)) PRC
ERIEICIE) FRAR mE - ZE-NF AR #3,890,0007C (H7E30) TER RPERE A% RERHECRER
(MEam ) (et (a) +=A=++tH
American Sanvo Chemical Hong Kong, 25 May 2018 HK$10,000 100% 100% Investment holding and trading of
Technology Holdings Limited chemical products in Hong Kong
EE=MEIMREEERLA B8 - \$LA-ThH 10,000/ 7T REBREREZRRIIERES
Notes: T
(@)  These entities are wholly-owned foreign enterprises established in the (a) ZEERBANTERINIIEBEACE -
PRC.
(b)  These entities are limited liability companies established in the PRC. (b) ZEEEARPEKINERSID
* The English names of the companies established in the PRC represent * BRZ g,;@cp BRSO AGVESMECETE  ZEAFN
management’s translation of the Chinese names of such companies as BB IHRE gp*ﬁ}fﬁu}:y%;@@ SEET(E o

no English names have been registered.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

17.

TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES
AND PREPAYMENTS

e S R MR (&)

Br—FE-—Ff+_A=+—HIFEF
17. EZREBEVURE HtERFERTE
(R eE

RMB’000 RMB'000
AEETFT AREFT
Non-current portion ERBHS
Prepayments for acquisition of property, plant and W% - BE Rk 2 BT HE (i ()
equipment (Note (i)) 8,535 18,803
Current portion REHD
Trade receivables B 5 WG 59,157 70,790
Less: Impairment loss B OREER (3,673) (918)
55,484 69,872
Bills receivables SBREWRFIE 1,327 1,189
Trade and bills receivables, net BHREBENEFE 56,811 71,061
Other receivables (Notes (i) and {ii)) MR IR (B 2 i) R i) 23,604 63,564
Prepayments (Note (iv)) BT (H=E(iv) 16,939 31,702
97,354 166,327

Notes:

(ii)

(i

It represents the amount prepaid fo vendors for acquisition of property,
plant and equipment which was not yet delivered as at the end of each

reporting date.

As at 31 December 2020, balance of RMB525,000 included in other
receivables, represented the amount due from a related company
which two of the executive directors of the Company are the beneficial
owners of this related company. The amount was unsecured, interest-
free and repayable on demand. The maximum amount due from that
related company during the year amounted to RMB525,000 (2020:
RMB525,000). During the year, the amount due was fully settled.

The Group was intending to expand its market reach to Central
China in the future, concerning the growth in domestic provinces and
geographical advantage in logistic arrangements with distributors in
Eastern China, Northwest and Northeast China.

On 6 January 2020, the Group entered into a non-binding memorandum
of understanding (“MOU") with Mr. Jack Chan, an independent third
party. Mr. Jack Chan has conducted foreign trading activities in China
for many years, with extensive knowledge and networking channels
across different provinces in China.

e

(i)

(ii)

(i)

HENERE AERERRERZANE  BERRRNE
HHENZ G

RZTZZEF+ZRA=+—8B HtBEKRFEHREPAR
mwsooom%fu&z KB AAFIE  KAAMENITE
ERZBABMARAZEREBA E%é%ﬁﬁﬁﬁﬁﬁ BB R
RERMEE - EWFM&Z&F%H@%’A REESEERARE
525,0007T (Z T =F4F : /\Eﬂ”ﬁ%525,0007‘5> CFRNZER
HERBEES -

%F“JW%@E?@&%‘% P B EER - PEFEIL A RRL
DEEETYR LG IZED  REEFRN KRR HED
iﬁ)ﬁ%ﬁ:ﬂ;* o

A\ZE_TFE-—ARA  AEEEBIE = Jack Chan
FEFTYENRNZZBESH ((FEESE]D - Jack
Chant £BERFEETEHIINE S EHLZF  HHETAE
NEBEFRERH  BERETEAPESSE -
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

17. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES
AND PREPAYMENTS (CONTINUED)

Notes:(continued)
(iii) (continued)

Pursuant to the MOU, Mr. Jack Chan will deliver to the Group industrial
land (land use rights) located in an authorised industrial park in
Central China which is suitable for the manufacturing of chemical
related products (the “Transaction”). Mr. Jack Chan will i) conduct
the necessary negotiation and lobbying work; ii) seek for preferential
policies (i.e. tax concession, foreign investment policy); iii) coordinate
with all relevant authorities to complete application procedures; and iv)
obtain any relevant approvals. Upon completion, the land use rights will
be delivered by way of set up in a wholly-owned foreign entity (*“WOFE")
structure. Correspondingly, the Group agrees to provide repayable
short-term financial advancement (“Short-term Advancement”) to
Mr. Jack Chan to support the Transaction (i.e. land use rights deposit
payments, preliminary land adjustment construction work and etc.).
The Short-term Advancement amount will be deducted against the
settlement amount of the Transaction upon completion. The Group has
the right to i) terminate the MOU at any time before Mr. Jack Chan
obtains the land use rights and demand for repayment of all Short-
term Advancement made; ii) take over the ownership of the WOFE
and the entitlement for all payments/deposits made to the relevant
authorities in the event Mr. Jack Chan is unable to repay the Short-term
Advancement; and iii) subject to the legal and financial due diligence
and after the issuance of the land use rights certification, the Group will
enter into an official sales and purchase agreement with Mr. Jack Chan.

During the year ended 31 December 2020, the Group had conducted
onsite due diligence works, including but not limited to, covering
site visits, feasibility studies, documentation audit (i.e. official invoice
and receipts, bank supporting documents for payments made to the
relevant authorities for the land use rights), interviews and discussions
with the relevant authorities, and provided Short-term Advancement of
RMB52,000,000 to Mr. Jack Chan in total. The controlling shareholder,
Mr. Ernest Chen (chairman of the Board and executive director) has
provided personal guarantee for the Short-term Advancement (Note
29(b)).

After considering the financial capability of Mr. Jack Chan, the directors
concluded that no allowance for ECL for the carrying amount of the
Short-term Advancement was required as at 31 December 2020.

During the year ended 31 December 2021, the Group had provided
additional Short-term Advancement of RMB3,000,000 to Mr. Jack Chan.
On 28 October 2021, Integrity Knights Group Limited, a wholly-owned
subsidiary of the Company entered into a provisional sale and purchase
agreement with Mr. Jack Chan, to acquire the land use right through
acquisition of subsidiaries at a consideration of RMB55,000,000. Please

refer to Note 30 for more information.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HE—FE-_—Ff_A=1—HIFE

17. TRADE AND BILLS RECEIVABLES, OTHER RECEIVABLES 17. ESREBEEWRFRE
AND PREPAYMENTS (CONTINUED) N FRIE ()

Notes:(continued) BtaE - (8)

(iv) Prepayments for purchase of raw materials amounting to approximately (iv)
RMB6,409,000 (2020: RMB17,693,000) are included in prepayments.
The remaining amount of approximately RMB10,530,000 (2020:

F: ANR¥17,693,0007T) 7 AR5

RMB14,009,000) are mainly prepayments for the supplier services to
support the Group's ordinary business.

All of the trade and bills receivables and current porfion of
prepayments and other receivables are expected to be recovered IER
or recognised as expense within one year.

The credit period for trade receivables is normally 180 days (2020:

180 days) from the date of billing for the year. The ageing analysis of 80R (== =—Z 4 : 180H)

Hitt B

ZKEF‘T%FH&Z%KIEZETHH BRER
s TREFIIEFBAKEE

=imksik

e S R MR (&)

XA K &

BERMBZBENREHARKS409,000 (ZF=F
RIE - BREHARE
10,530,0007C (= F = ZFF : AR¥14,009,00070) £ 2 5%
FASEREEB 2 HERRGENTE -

P A 8 5 & S48 FE MR DA B T8 A 30038 e EL b 8 ISR
Ao BHER —FARE KRR

B It

trade and bills receivables based on due date and net of allowance E’\§J AR KRB REBEERERCE S R EBERK
for impairment loss, is as follows: THERER AT
RMB’000 RMB'000
AREFT ARE T
Not yet past due PNl 56,167 49,098
Within 1 month past due BH—EAR 196 1,302
Over 1 month but within 3 months past due aEEA—-EAEIR=A 106 661
Over 3 months but within 1 year past due AEMBA=EARIR—F 342 -
56,811 71,061
Details of impairment assessment of trade receivables for the year FRAREFHEWRIBETZRETEHZFIBE M T
are set out in Note 32(b). 32(b) °
18. INVENTORIES 18. #&
RMB'000 RMB'000
AREFT ARE T
Raw materials R 42,422 29,844
Work in progress T8GR 9,109 5,219
Finished goods Bk 45,831 27,944
97,362 63,007
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

19. PLEDGED BANK DEPOSITS AND CASH AND CASH
EQUIVALENTS

Cash and cash equivalents represents cash at banks and cash on
hand.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. The bank balances are deposited with creditworthy
banks with no recent history of default.

As at 31 December 2021, the Group's cash and cash equivalents
were denominated in RMB amounted to approximately
RMB14,302,000 (2020: RMB52,411,000) and were kept in the PRC. RMB
is not freely convertible into other currencies and the remittance of
funds out of the PRC is subject to exchange restrictions imposed by
the PRC Government.

As at 31 December 2021, the Group's bank deposits of
approximately RMB59,316,000 (2020: RMB35,767,000) were pledged
for the issues of bills payables for the Group's purchases of raw
materials (Note 20).

As at 31 December 2021, the Group's bank deposit of RMB2,300,000
(2020: RMB2,300,000) was also pledged for guarantee to complete
the constfruction work within a scheduled fime table for the leasehold
land acquired in prior year. The Group would be subject to penalty
if the Group failed to fulfill the scheduled deadline. In the opinion of
the directors of the Company, there is no delay on the construction
work and no provision for penalty was required to be made in the
consolidated financial statements.

The pledged bank deposits and bank balances carry interests at
market rate ranging as follows per annum:

e SRR (&)

Br —F-—Ff+_A=+—HIFEF
19. EEHBITERURRERBEZEEY
ReRReEEWRBRITERLFTEES -

RITASBVRBESARTERNEHE ZF B A BRI
ME - RITEBRTFREER F T HER O ZRTT -

R-ZE-—F+ - A=+—H AEEAARBHE
DRIA R/ ARBI4,302,000C (ZE_FF: AR¥
52,411,0007) 2R KBRS ZEBYWHERNFTE - A
REEZEAAAEMCEYR MAEPEEHESART
B IR T & e 2 INEE B TR I PR AR PR

R —F+-_A=Z+—H AEEBHARE
59,316,000 (ZZ=Z4F : AR¥35,767,0007T) 2 iR
IERERAEEES RV 2 A ZEERT (I
5£20)

RN-_ZE-—F+-_A=+—8 KXE£EAR¥?2,300,000
T (ZZE-ZTF : AR¥2,300,0007T) ZRITHFERIFC
LI EARTEERBANTSKABEFERSZHE T
FEETRZER WAEBERENETHRATHKE
4 TATREESIN c ARREERA  BEIRIWELER -
WMBBRERE M FEIREAE L SR8 -

BEEARTERRRITERZTISNETE - FREMN
T

BEARTER
RITER

Pledged bank deposits
Bank balances

1.35% 1.35%
0.00% toZ 0.00% to%
0.30% 0.30%
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 BE —_F_-_—FF+-_H=+—HIFEF

20. TRADE AND BILLS PAYABLES, ACCRUALS, CONTRACT 20. ESNEBENRE EFERH €808
LIABILITIES AND OTHER PAYABLES BREMESRE

RMB’000 RMB'000
AREFT ARETT

Trade payables (Nofe (i) B 5 AT (FiEE() 133,946 128,883
Bills payables (Note (i) FIRIERT A (B (i) 70,227 38,135
Accrued expenses EAFX 2,051 3,379
Accrued employee benefit expenses EitEERAAX 19,602 17,344
Deferred income current portion (Note 24) BB — B (FizF24) 38 38
Contract liabilities (Note (iii)) AR 8 & (P (i) 11,682 10,462
Other payables (Note (iv)) H fth & 15 5038 (RT3 (iv)) 30,117 41,176
Provision of sales discounts (Note (v)) RS E T (B EE(v) 6,525 3,002
274,188 242,419
Notes: FIRE <
(i) The credit period received from suppliers of the Group is ranging from (i) AREFEHEEFFFIREZEEHN FI0E0R (Z BT F :
30 to 90 days (2020: 30 to 90 days) for the year. The ageing analysis of 30E90RH) c RBERAZEFEMNFERR ST T:

tfrade payables based on invoice date is as follows:

RMB’000 RMB’000
AREFT ABRKETFT

Within 1T month —@AA 123,792 94,690
Over 1 month but less than 3 months Be—@ABRLR=MEA 9,196 28,926
Over 3 months but less than 1 year BB=EABIN—F 103 3,595
Over 1 year i —F 855 1,672

133,946 128,883
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

20. TRADE AND BILLS PAYABLES, ACCRUALS, CONTRACT
LIABILITIES AND OTHER PAYABLES (CONTINUED)

Notes: (continued)

(ii) At 31 December 2021, bills payables of approximately RMB70,227,000
(2020: RMB38,135,000) were secured by pledged bank deposits
(Note 19).

(iii) Contract liabilities represent billings in advance of performance in
regarding the sales of hardware and building materials and automotive
maintenance industrial chemical products.

When the Group receives a deposit before the products are delivered
to the customers, this will give rise to contract liabilities at the start of a
contract, until revenue recognised exceeds the amount of the deposit.
The Group typically receives full deposit on acceptance of orders for all
customers, except for the major customer. In previous years, the amount
of the deposit, if any, was negotiated on a case by case basis with
customers.

The following table shows the opening and closing balances of confract
liabilities for each reporting period and how much of the revenue
recognised during each reporting period relates to carried-forward
confract liabilities:

e SRR (&)

B2 —F-——F+—A=+—HIFE

20. ESRFEERENNRE EFER -G08
BREMENREE)

BEE - ()

(ii) RZZE_—F+-_A=+—H8 " #HAR¥70,227,0007T 2 FE
BREMFA(ZE-FF : AR%38,1350007T) @ 2 H IR
TERIERER (HEE19) ©

(i) AHWEEENRHERSEVIATEEELCTERNEHRTE
SEIEL 2 TR -

EARERERRNTEPIKBZESE  ILBEEREH
RIEREEANEE EZEHRAUREBRERESE K
BERP I ARE-RABIMETP 2T ERBRERR
T RBEFE Z22B(WH) DRENELEETPRERE
PREE -

TRIFNEREHENABZBNRPAREHRARNER
SHERBRAEEAGNEBEZHARE

RMB’000 RMB'000

AREFT ARETFT

At the beginning of the year RET] 10,462 6,385

At the end of the year RER 11,682 10,462
Revenue recognised that was included in the confract liability — sFAFEHMALEBES 2 BHEAMNE

balance at the beginning of the year 9,494 6,385

Contract liabilities have increased by approximately RMB1,220,000 (2020:
RMB4,077,000) which was due to increase in customers’' deposits.

(iv) As at 31 December 2020, balance of approximately RMB5,943,000
included in other payables, represented the amount due to a director,
Mr. Ernest Chen. The amount was non-frade in nature, interest-free,
unsecured and repayable on demand. The amount was fully settled
during the year.

(v)  Sales discounts are offered to the customers when the customers meet
the predetermined annual sales target. The customers can utilise these
sales discounts from future purchases from the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HE—FE-_—Ff_A=1—HIFE

21. LEASE LIABILITIES 21. HEAE

The following table shows the remaining contractual matures of the TRERNAEEHEEERNAFENBEFERZT
Group's lease liabilities at the end of current and prior years: A K FHE

RMB'000 RMB'000
ARETRT ARETT

Total minimum lease payments REHEFIEAE
Within one year —FR 8,505 3,606
Within a period of over one year but within two years BAE—FRETZRMTHEA 8,068 2,688
Within a period of over two years but within five years BBAMEETLZRAFHER 4,689 2,821
Within a period of over five years ZRAFHREA 14,005 9,879
35,267 18,994
Less: total future interest expenses A RRFEBRR (10,569) (8,443)
Present value of lease liabilities HERERE 24,698 10,551
Less: portion classified as current liabilities B AEARBABEIHD (7.127) (2,959)
Non-current liabilities e EE 17,571 7,596

The following amounts relating to leases were recognised to the REA UTEBHEZRECREAERRER
consolidated profit or loss during the year:

RMB’000 RMB'000
ARETFT ARETT

Depreciation charge of right-of-use assets (Note 15) FREEECMERS (M:E15) 4172 4,270
Interest expenses included in finance costs (Note 8) FAREKAR 2 FISRT (F8) 1,343 393

Expense relating fo short-ferm leases EHAERERX GtA THAX)
(included in administrative expenses) 1,402 438
6,917 5,101

The total financing cash outflow for right-of-use assets during the FRAZERAREEZRERSTEEEOAEARE
year was approximately RMB8,697,000 (2020: RMB2,900,000). 8,697,000 (ZE=F 4 : ARK¥2,900,0007T) °
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HBE _F-_—FF+_A=+—HIFEF
22. INTEREST-BEARING BANK BORROWINGS 22. FFERITER

RMB’000 RMB'000
ABETT ARETT

Current T
Interest-bearing bank borrowings — secured (Note) FTERITER — BEM () 74,676 79,277
Interest-bearing bank borrowings — unsecured [Note) FERTER — EER (M) 1,200 =
75,876 79,277
Non-current R
Interest-bearing bank borrowings — secured (Note) STERITER — BEM () 59,696 54,878
Interest-bearing bank borrowings — unsecured [Note) HERTER — EER (M) 13,700 —
73,396 54,878
149,272 134,155
Note:As at 31 December 2021, interest was charged in the range of & RZEZ—F+ZA=+—8  FAENT3.80%%6.37%(=
3.80% to 6.37% (2020: 4.90% to 6.47%) per annum. ToTF  490%%26.47%) ©
At 31 December 2021 and 2020, total current and non-current RZB_—FR_ZF-_FF+_A=+—H RPLF
interest-bearing bank borrowings were scheduled to be repaid as MBEHERITIE AR ZEFTHALT
follows:
RMB’000 RMB'000
ABEKTFT AREFT
Within one year —ER 75,876 79,277
Within a period of over one year but within two years LZR—FEILRMEBREA 10,108 11,758
Within a period of over two years but within five years LRMEBTERAFHERA 39,223 20,496
Within a period of over five years LZRAEFHEAR 24,085 22,624

149,272 134,155
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 BE —_F_-_—FF+-_H=+—HIFEF

22. INTEREST-BEARING BANK BORROWINGS 22. HEBRITER(E)
(CONTINUED)

At the end of each reporting period, the Group's interest-bearing RERER  AEB A BRITERETIEEES

bank borrowings were secured by the following assets: IR
RMB’000 RMB'000
AREFT ARETFT
Property, plant and equipment (Note 14) mE - BE R (FE14) 32,134 22,120
Right-of-use assets (Note 15) EREEE(fE15) 84,096 85,743

As at 31 December 2021 and 2020, all the Group's interest-bearing RIE-_—FR_FE_TEF+_A=+—8 £KEHZ
bank borrowings were also guaranteed by certain subsidiaries of the SFERITERTEARRAZE THB A RMELER -
Company.

23. OTHER BORROWINGS 23. HftfE®
RMB'000 RMB'000
AREFT ARE T
Current BN
Other borrowings — secured (Note) Hftnfd 5 — BHEM (i 3E) 12,750 14,001
Non-current FEEDHA
Other borrowings — secured (Note) Hivfem — 8 () 11,000 23,750
23,750 37,751
Note: As at 31 December 2021, interest is charged at 6.45% (2020: 6.45%) per W RZE-—F+-_A=Z+—HB HEMNRAEL45% (T
annum. T 6.45%) 5B
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

23. OTHER BORROWINGS (CONTINUED)

In September 2020, the Group entered into agreements with
financing companies, independent third parties, pursuant to
which the Group has agreed to transfer the ownerships of certain
machineries (the “Machineries”) tfo the financing companies
as disclosed in Notfte 14, at an aggregated consideration of
approximately RMB38,331,000 and lease back the Machineries
for a period of 3 years, subject to the terms and conditions of the
agreements. The financing companies will return the ownerships
of the Machineries to the Group upon the completion of the
fransactions. In the opinion of the directors of the Company, despite
the agreements involve a legal form of a lease, the transfer of legal
fitle of Machineries does not satisfy the requirement of IFRS 15 to be
accounted for as a sale of the Machineries and hence, the Group
accounted for the proceeds received as collateralised loans.

At 31 December 2021, total current and non-current other
borrowings were scheduled to be repaid as follows:

e SRR (&)

B2 —F-——F+—A=+—HIFE

23. HfbfEX (&)

R-Z_ZFNA AEEEMBERF BLE=7)
RN Z AW - B M4 ERE - AEEER
ERETHE(ZERED 2BRERBETRZFMS
NE ERENRAKESS,331,0007T - HigHEZE
ez RERE  ERXRZFMEZ FRRIRERR - %
EMBRABRZERHTRRAAEEREZ S
MBI ARREERR  BERSHE S IEE
FAZHEE  HEEZERB[ 2 EREBERLTINAR
KBRS LSRR EAARIMEHEZSTH
7 0 EUE - NEEFATIRE 2 IS RIBARRIIER IR E

2
A °

R-ZEBE-_—F+_-_HA=1+—H
RE 2B

B R IE R E A R

)

¢

RMB’000 RMB'000

ARMEFT AR T

Within one year —£R 12,750 14,001
Within a period of over one year but within two years BR—ERTEZRMEHRERA 11,000 12,750
Within a period of over two years but within five years BARFETZRAFHERN - 11,000
23,750 37,751

At the end of each reporting period, the Group's other borrowings
were secured by the following assefts:

REMERR - AEBE 2 EMERA T EEERER

RMB’000 RMB'000
ARETT AREFT
Property, plant and equipment (Note 14) WE - BB R (HE14) 8,176 8,254

As at 31 December 2021, all the Group’s other borrowings were
guaranteed by certain subsidiaries of the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

24. DEFERRED INCOME

e S R MR (&)

BE—F-——F+—A=+—HIFE

24. JEFEW A

RMB’000 RMB'000
AREETFT AREFL

Government subsidy arising from the acquisition of leasehold EAXBREREEE TR BRT R
land in the PRC 1,685 1,723

Represented by: LEF

Current portion (Note 20) mEhE > (K3 20) 38 38
Non-current portion EF ki 5,532 1,685
5,570 1,723

The Group has land use right in respect of a piece of leasehold land
in the PRC, included in right-of-use assefs, for building a new factory
in Zhongshan City. Zhongshan City government provided subsidy
as a reward when Zhongshan Minhe Chemical Industry Technology
Limited, a subsidiary of the Company, completed the filling work
on the land within 12 months after the commencement date of the
lease. The filling work was completed as scheduled and the Group
received the subsidy of approximately RMB1,914,000 in prior years.

During the year, the Group also acquired land use right in respect
of a piece of leasehold land in the PRC, included in right-of-use
assefts, for building a new factory in Puyang City, through acquisition
of subsidiaries (Note 30). Puyang City government provided subsidy
as a reward when the piece of leasehold land was fully paid.
The payment of the leasehold land was settled as scheduled
and the Group included the subsidy receivable of approximately
RMB3,885,000 in other receivables as at 31 December 2021.

Deferred income is amortised over the lease term of the above
leasehold land and recognised in the consolidated profit or loss.

AEBPNGE—REAET HER LIOERE GIALD
BEEED) NEPUTERFTEE - AREZH B
RAFUTERMME TR BR QA REERI2ME AR
FERCRZ M b2 PR TAZRG - o LU T RO 2 1 4 B R 22
B ZFBIBRMMTK  AEERBEFEDHIY
ANR¥1,914,0007T 2 7 B ©

FA-AEETEBRENBARKETR —REEL
Mzt EREGIARREEE)  RERGMER
R (530) - REE T RIERBE I N1E - B
B BT IR B R 2R - M E LA IR 4S
B AREER T —FT A=+ —A#ZEEKE
A6 49 AR #3,885,0007C 51 A K fth fE W R IA

ERMAR FRAE L BEBNEH  TREAE
SEL TR
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HBE _F-_—FF+_A=+—HIFEF

25. DEFERRED TAX ASSETS/(LIABILITIES) 25 EEBEEE (8%F)

Details of the deferred tax assets/(liabilities) recognised and FRERRBELHIBEE, (AR REFSHZFBOT:
movements during the year are as follows:

Deferred tax assets EEHEEE
Credit
loss
allowance
B8
BiEERE
RMB’'000
AR¥ T
At 1 January 2020 RZZE=ZZTF—H—H 96
Credited to consolidated profit or loss for the year FAFEARLZE B (HE1)
(Note 11) 42
At 31 December 2020 and 1 January 2021 RZZEZZTF+-_A=+—HK
—E-_—F—HF—H 138
Credited to consolidated profit or loss for the year AAFEARERE B (1)
(Note 11) 413
At 31 December 2021 R=—FB-_—F+=-HA=+—H 551
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

25. DEFERRED TAX ASSETS/(LIABILITIES) (CONTINUED)

Deferred tax liabilities

e S R MR (&)

BE—F-——F+—A=+—HIFE

25 EEHREEE (BFE) (&)
EEB R E

Revaluation
surplus
arising from Accelerated
business tax
combinations depreciation
BEH
EHELER
EfRBH%  NEABERE
RMB’000 RMB’000 RMB’000
AE¥FT AREFT ARETT
At 1 January 2020 —E-%F—f—AH (3,617) (328) (3,945)
Credited to consolidated profit or loss for the year aJr)\i Nix e = ()
(Note 11) 445 10 455
At 31 December 2020 and 1 January 2021 RZZZZTE+ZA=1t—Hk
—E-—%-f-H (3172) (318) (3,490)
Credited to consolidated profit or loss for the year FAFEREREBR ()
(Note 11} 705 12 77
At 31 December 2021 R-ZZ--%+-A=t-H (2,467) (306) (2,773)
Pursuant to the EIT Law, 10% withholding tax is imposed on dividends BELCEMESH L BT NF—A—B#£ RN

declared in respect of profits earned from 1 January 2008 onwards to
non-PRC tax resident investors for the companies established in the
PRC. As at 31 December 2021 and 2020, all the PRC subsidiaries are
directly or indirectly held by non-PRC tax resident investors. As such,
temporary withholding tax differences relating fo the undistributed
profits of the PRC subsidiaries amounted to approximately
RMB187,978,000 (2020: RMB141,267,000) as at 31 December 2021.

As at 31 December 2021, deferred tax liabilities of approximately
RMB18,798,000 (2020: RMB14,127,000) have not been recognised in
respect of the tax that would be payable on the distribution of these
retfained earnings, as the Company is in a position fo confrol the
dividend policy of the PRC subsidiaries and it has been determined
that it is probable that undistributed profits of the PRC subsidiaries
will not be distributed in the foreseeable future.

FEKZZ AR EMNAEFEREERSTIR 2K
BASMORTENHR R_E-_—FN T _TF+—
A=+—8 e+t ENBEARYRIFTFERBEER
REEERIHERE B RZE=Z—F+=A8
=+—HB B@ETEMBARRYIKEF 2 G TEH
HEBEHNABARKI87,978,000C (ZE-TF : ARK
141,267,0007T) °

MWZZE-—F+-A=+—0 EZLHBEEEHARE
18,798,000t (ZZ == 4 : ARK¥14,127,0007T) &K
RO RZERBANMAHN Z2HERR  REALRD
RIREMIESI R EMBEAR ZBREREK BEERTERA A
15 7R 5k R B B A B 2 R 0 R i B2 AT RE R K o
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 B2 —F-——F+—A=+—HIFE
26. SHARE CAPITAL 26. B
Number of Share
shares capital
gk ! B
RMB’000
AREFT
Ordinary shares of HK$0.01 each FREAER.01BT
Authorised: ETE
At 1 January 2020, 31 December 2020, 1 January 2021 and R-E-Z¥-A-B -“ZE-Zf+-B=+—-H"
31 December 2021 —E-_-5-f-HER=-ZE--§+-HA=1+-H 1,500,000,000 13,387
Issued and fully paid: BEARAR
At 1 January 2020 RZZ-Z5—-HF—H 100 —*
Capitalisation issue of shares (Note (a)) B EBATREG (P (a) 337,499,900 2,994
Issue of shares arising from share offer (Note (b)) Bk % EMETRR (b)) 90,000,000 798
At 31 December 2020, 1 January 2021 and 31 December 2021 R-B-BE+-A=+-A -ZF=--E-fF-ARK
—E-_-£+-A=+-H 427,500,000 3,792
* Less than RMB1,000 * DR ARET,0007T
Notes: BEE
(a)  Pursuant to the written resolutions passed by the directors of the () BERARTNEEN S ZEFE-A+=-ABBIEERBE
Company on 13 January 2020, 323,999,904 ordinary shares of the ARARBEBRGRM EER 233750008 THAEER R
Company and 13,499,996 ordinary shares of the Company were allotted S F—-A+AAKETREECEILS B MRMARELE
on 15 January 2021, and issued at par value of HK$0.01 each to Mr. Ko JIB 2R #e 5t A B 3% K2 85 97323,999,9048% [213,499,996% 1%
Ernest Chen and Mr. Victor Heng, respectively as fully paid at par, by BEEARIES R ZTERK -

way of capitalisation of the sum of HK$3,375,000 debited to the share
premium account.

(b)  On 16 January 2020, 90,000,000 ordinary shares of the Company with a (b) RZZFZFTF—A+75H  &~2A7F]90,000,000/ & EEO0.01
par value of HK$0.01 each were issued at a price of HK$1.30 per share Bz EBREARMNESKERII0B T 2EBIREIT - F
by way of share offer. On the same date, the ordinary shares of the B AR EBERAEZIER LT -

Company were listed on the Main Board of the Stock Exchange.
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STATEMENTS (CONTINUED)

For the year ended 31 December 2021 BE —_F_-_—FF+-_H=+—HIFEF

e S R MR (&)

27. RESERVES

27. #E

ERASEREED  HBEANGEREEDR -FH
ARRFEEES ZFBHINWT

Details of the movements on the Group's reserves are as set out

Bl

in the consolidated statement of changes in equity. Details of the
movements on the Company’s reserves are set out as below:

Share Capital Translation  Accumulated
premium reserve reserve losses
B A3 i E BAfE ENfE 2B
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
AREFT AREFT AREFT ARKEFT AREFT
Balance at 1 January 2020 RZZZTF-R—Br&H 12,560 33,184 117 (19.272) 26,589
Loss for the year ENER — — — (8,148) (8,148)
Other comprehensive loss: Hin2HEE :

Exchange differences arising on franslation BEELZERZES = — (4,458) — (4,458)
Total comprehensive loss for the year FREEFRAE — — (4,458) (8,148) (12,606)
Capitalisation issue of shares (Note 26(a)) B ETRA (F726(a)) (2,994) - — — (2.994)
Issue of shares pursuant to the Listing (net of — RE EHETRHG (1 LHEEHD)

listing related expenses) (Note 26(b)) (FizE26(b)) 86,517 = = = 86,517
2019 final dividends (Note 12) — B NERERE (H12) (9,357) — - — (9,357)
Balance at 31 December 2020 and RZZZZE+ZA=+-HK

1 January 2021 “E--G-A-Br&H 86,726 33,184 (4,341) (27,420) 88,149
Loss for the year FRER - - - (5,404) (5,404)
Other comprehensive loss: Hin2HES :

Exchange differences arising on translation MEEECERER = = (2,431) = (2,431)
Total comprehensive loss for the year FREAFREE - - (2.431) (5,404) (7,835)
2020 final dividends (Note 12) “E-SERERE (M) (10,794) - - - (10,794)
Balance at 31 December 2021 RZB-Z-F+-A=t+—-Hz&H 75,932 33,184 (6,772) (32,824) 69,520
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HE—F-_—Ff A=+ —HIFE

27. RESERVES (CONTINUED) 27. f#& (&)

Share premium &R E

The share premium account of the Group and the Company AREBRARNRZBRODZERBERE L WRITHRK
includes the premium arising from the issue of new shares pursuant MIMEEZ /B -

to the Listing.

Capital reserve B E

The capital reserve represents confribution by Mr. Ernest Chen by EARFEHEERMNELEEARNBEFESERBIEAEERER
capitalised his amount due from the Group in prior year. FEERHEE -

Translation reserve ERFEE

Translation reserve comprises all foreign exchange differences arising ERREEEANEEKNEBEEMBEBMERZE2NEE
from the translation of the financial statements of the Company and TRMBERRREETHB AR ZHMEHREMEE
certain subsidiaries whose functional currencies are different from ZFTEINEZRE -

the presentation currency of the consolidated financial statements.

Other reserves Heb ke

Statutory

surplus Safety

reserve reserve

EEBBRE R2RE
RMB’000 RMB’000 RMB’000
AREF AR®FT ARBFT

Balance at 1 January 2020 RZZZZEF-H—RAZ&H 3,428 12,335 15,763
Appropriation to safety reserve ERER2HE — 10,826 10,826
Utilisation of safety reserve PAZ2RHE — (2,495) (2.,495)
Appropriation to statutory surplus reserve BREETRHBREE 5,570 — 5,570
Balance at 31 December 2020 and 1 January 2021 R-Z-_ZTF+-A=+—HEK

—T--F—-R-Hz&H% 8,998 20,666 29,664
Appropriation to safety reserve BREZ26HE — 11,188 11,188
Utilisation of safety reserve HETERHE — (3.912) (3.912)
Appropriation to statutory surplus reserve BRELTRGREE 1,131 - 1,131
Balance at 31 December 2021 R-B-_-&+-A=1+-Hz&H 10,129 27,942 38,071

168 ANNUAL REPORT



2021 F 5§

=imksik

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

27. RESERVES (CONTINUED)
Statutory surplus reserve

In accordance with the Company Law of the PRC, the Company’s
subsidiaries registered in the PRC are required to appropriate 10%
of the annual statutory profit after tax (after offsetting any prior
years' losses) determined in accordance with generally accepted
accounting principles in the PRC fo the stafutory surplus reserve
until the balance of the reserve fund reaches 50% of the entity’s
registered capital. The statutory surplus reserve can be utilised
to offset prior years' losses and may be capitalised as registered
capital, provided that the remaining balance of the statutory surplus
reserve fund after such issue is no less than 25% of registered capital.

Safety reserve

Pursuant to certain regulations issued by the Ministry of Finance
and the State Administration of Work Safety, certain subsidiaries are
required to set aside an amount to a safety reserve at different rates
ranging from 0.5% to 4% per annum of the total revenue recognised
during the year. The reserve can be utilised for improvements of
safety on production.

e S R MR (&)

BE—F-——F+—A=+—HIFE

27. f#fE (&)
EERGBHE

REBHERRNE  ARRRTEEMZH B AR ARR
TEARERANEE 2R REFREE AN (EEHEE
MBEFEERE) 210%% EERGRHEE B2
RETHBREDNERIMERSORS L A TE BB
ARRNEEBEFEBEIRMER  BEERRFE
AR TS ER LM E AR Z225% -

ZeREE
REFRINEBRZ2LEEEERARAMZET
BRE BTHBRAASFENTFFAC IR KRG
0.5%E4% 2 L X IR —FELHIER L MR - LB
ARRRELEELRR -
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For the year ended 31 December 2021

28. COMMITMENTS
(a) Capital Commitments

Capital expenditures contracted for but not yet incurred at the end
of each reporting period are as follows:

e SRR (&)

Br —F-—Ff+_A=+—HIFEF
28. &iE
(a) EREE

REBEMROCTNEREENEAIHIT :

RMB’000 RMB'000

AREFT ARE T

Property, plant and equipment VER V] 65,085 86,031
In prior year, the Group entered an agreement with the PRC RNBAEE  AEFEABRBRTHRBEI s ~A&EE

government authority that the Group has fo complete the
construction work of a factory within a scheduled time table for the
leasehold land acquired in prior year. The Group would be subject
to penalty if the Group failed to fulfill the scheduled deadline.
According to the terms of the agreement, the Group is committed
to invest property, plant and equipment of RMB220,000,000 in that
factory. As at 31 December 2021, the remaining committed capital
commitment for this agreement is approximately RMB194,469,000
(2020: RMB204,142,000).

(b) Lease commitments
The Group as the lessee

At 31 December 2021, the Group had commitment for short-ferm
lease in respect of properties which fall due as follows:

BARETHEERAEZERABEFEREZAEE i
MERETR - WMAKBERENRTETHRATHKEBL
AIAEE T E SR - BIEMR G - NEBEEZ
M=% & A R#220,000,0007T 2 W% - BB M &E -
RZEZ—F+ZA=+—H ZBRETIHIZE
RAEAEHANRE194,469000C (B -TF: AR
204,142,0007T) °

(b) HEHERE
EEEED L HEA

RITB-Z—F+-A=+—RH AEEFHREHYEMR
EZAENHBERET

Within 1 year —ER

RMB’000 RMB'000
ARK TR ARETT
655 =

The Group leases leasehold land, motor vehicles and properties for
an initial period of one year, without option to renew the lease term
at expiry date. The corresponding lease commitment, which was not
recognized as lease liabilities was set out above. None of the above
lease include variable lease payments.
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For the year ended 31 December 2021

28. COMMITMENTS (CONTINUED)
(b) Lease commitments (Continued)
The Group as the lessor

At 31 December 2021, the Group had total future minimum lease
receivables under non-cancellable operating lease with its tenants
which fall due as follows:

e S R MR (&)

BE—F-——F+—A=+—HIFE

28. #A4E (&)
(b) EEEEXE (H)
EEBESDLHHEA

R-FB-_—F+-A=+—8 REEBEPIZZTH
MK EHEE  ARERRKEEYES LB HRIT
R

Within 1 year —ER

RMB’000 RMB'000
ARK TR AEETT
158 150

29. RELATED PARTY TRANSACTIONS

Other than disclosed elsewhere in the consolidated financial
statements, the Group has the following transactions with its related
parties in the normal course of its business and mutually agreed
between both parties:

(a) Recurring transactions

29. BESZXRS

Bira M BRmREMBOMPEEIN  REERE R
EBERPEEMBESTEATHRABEZRS :

RMB’000 RMB'000

AREFT ARETFT

Rent paid to Mr. Emest Chen (Nofe (i) BRI 58 5t 4 2 19 2 & (P At (i) 1,820 2,100
Purchase of red wine from a related company (Note {ii)) 7 B3R 2 R 8 BADE (I FE(ii) 20 1,029

(i) The Group rents two (2020: three) properties from Mr. Ernest Chen with a
lease term of 1 to 10 years (2020: 6 months to 3 years) with annual rent
payment of RMB1,920,000 (2020: RMB2,100,000). The leased property with
a lease term of 1 year (2020: 6 months) is accounted for as a short-term
lease. The leased property with a lease term of 10 years (2020: 2.4 to 3
years) are recognised as right-of-use assefs with net carrying amount
of RMB7,067,000 (2020: RMB717,000), with respective lease liabilities of
RMB7,153,000 (2020: RMB768,000) as at 31 December 2021.

(ii) Mr. Ernest Chen and Mr. Leo Chen, executive directors of the Company,
are the beneficiary owners of this related company.

(i) AEBEERARLCEAEMEB(ZTTF: Z])WE M
HNTIZI0E (ZZE2F : AR E3F) - FHEAAR
#1,920,0007C (—Z T = Z & : AR#¥2,100,0007T) - HE A
1E(ZTTF AR 2HEMEARIERHEAE - B
ZEZ—F+ZA=+—H MEEHARIF(ZZT=ZZF 24
EIF) v HEMERAAERREE BEFEAARE
7,067,000 (ZE=FF : AR¥717,000L) - tHEAHRE A
EAANRE7,153,0007C (Z 224 : ARW768,0007T) °

(i) ARERTEFRABLEENRNBEERAZBB IR ZE
mEAA -
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For the year ended 31 December 2021

29. RELATED PARTY TRANSACTIONS (CONTINUED)

(b) Guarantee provided by related parties

e SRR (&)

B2 —F-——F+—A=+—HIFE

29. BELXRZ (&)
(b) BREFREHHER

RMB’000 RMB'000
ARETT ARETFTT
Guarantee of other receivables provided by Mr. Ernest Chen BRIREE ST R E B RIEE R - 52,000

(c) Key management personnel remuneration

Key management personnel are those persons holding positions with
authority and responsibility for planning, directing and controlling the
activities of the Group, directly or indirectly, including the directors
of the Company. Key management personnel remuneration is as
follows:

(c) *EEBASHM
TEEBABEETERAMEBEEESBETE B
EREHAEBESH CBAUZZEAL  BIEARGE
- FEEBABZMESOT :

RMB’000 RMB'000

ARETT ANRETFT

Fees, salaries, allowances and benefits in kind e FRREWER 3,961 5,266
Discretionary bonus BB IEAL 865 -
Retirement benefit scheme contributions RORAE B ET B K 90 69
4,716 5,335

30. ACQUISITION OF ASSETS THROUGH ACQUISITION OF
SUBSIDIARIES

On 28 October 2021, Integrity Knights Group Limited, a wholly-
owned subsidiary of the Company entered into a provisional sale
and purchase agreement with Mr. Jack Chan, an independent
third party, pursuant to which the Group agreed to acquire the
entire issued share capital of Dechem Chemical Holdings Limited
("“Dechem Chemical”) and its subsidiarity (“Dechem Chemical
Group") at a consideration of RMB55,000,000.

Dechem Chemical Group is principally engaged in researching,
developing, manufacturing and sales of chemical products in the
PRC. The principal asset of Dechem Chemical Group is a piece of
industrial land, held by Degian Chemical, a subsidiary of Dechem
Chemical and accounted for as right-of-use assets. The industrial
land is located in Puyang City, Henan, the PRC. The acquisition
had been completed on 2 November 2021 and accounted for as
acquisition of assets.
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R-_E_—F+A-+N\RB AREAE2EWNBARTIE
EEBBERAREB Y E =T Jack Chanft £ 7] 37 &
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A(EHFCIDREMNBRAR (BRI E®m]) 22
EEEITRA - RE A ARK55,000,0007T °
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For the year ended 31 December 2021

30. ACQUISITION OF ASSETS THROUGH ACQUISITION OF
SUBSIDIARIES (CONTINUED)

Fair value of assets acquired on acquisition date were as follows:

e S R MR (&)

Br—FE-—Ff+_A=+—HIFEF
30. ERBWEBHEBARIKWBEE (&)

REBRBMEKBEEZ ATERAT

RMB’000
AREFT
Property, plant and equipment (Note 14) ER S AR 296
Right-of-use assets (Note 15) FRERE (15 54,485
Prepayments for acquisition of property, plant and equipment WENE  BE k&G BIRE 20
Other receivables H fth fEWORIR 3,888
Cash and cash equivalents BeRkReEED 196
Deferred income 31 ON (3,885)
Total consideration BHRE 55,000
Total consideration settled directly against prepayments made to Mr. Jack Chan AEZE R Jack Chank £{EH 2 BRER 2
BRE 55,000

Cashflow movement in relation to the acquisition during the year
ended 31 December 2021:

BE-T-—FT-A=+-ALFEEERALE
ZRERELD

RMB’000

ARETT

Total consideration BRE 55,000
Short-term Advancement made during the year ended 31 December 2020 (Note 17(iii)) REEZZ-_TF+_A=+-HLEFEELZ

EHBHR (H17 (i) (52,000)

Cash and cash equivalents acquired FlERERREEED (196)

Net cash outflow arising on acquisition of assets through acquisition of REEZF-_—$+-A=+—-HLEE
subsidiaries during the year ended 31 December 2021 ERNENBARREEEEL 2 RERILTEE 2,804

Please refer to the announcement of the Company dated 28
October 2021 for more details.

FHHMMENAANAMA-E-—F AN
B2 A% -
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STATEMENTS (CONTINUED)

For the year ended 31 December 2021 HBE _F-_—FF+_A=+—HIFEF

31. FINANCIAL INSTRUMENTS BY CATEGORY 3. REFES»ZEMIA

RMB’000 RMB'000
ABETT ARETT

Financial assets tREE

Financial assets at amortised cost REENTHTECLCREE

— Trade and bills receivables and other receivables — B 5 REBENGRIE AR E M R YR E 67,135 128,276

— Pledged bank deposits — BEBRITER 61,616 38,067

— Cash and cash equivalents —ReRBEEEY 17,927 77,168
146,678 243,511

Financial liabilities tRERE

Financial liabilities at amortised cost REFRATELERAR

— Trade and bills payables, accruals and other payables —BZREBEMNIIE B ERREMEMZE 246,403 208,918

— Lease liabilities —HEafR 24,698 10,551

— Interest-bearing bank borrowings — SRRTER 149,272 134,155

— Other borrowings — HiER 23,750 37,751
444,123 391,375
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS

The Group is exposed to a variety of risks including interest rate risk,
credit risk and liquidity risk through its use of financial instruments in
its ordinary course of operations.

The Group does not have any written risk management policies and
guidelines. The directors of the Company monitor the financial risk
management and fake such measures as considered necessary from
time to time to minimise such financial risks.

(a) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market
inferest rates. The Group's interest rate risk primarily arises from
interest-bearing bank borrowings.

Interest-bearing bank borrowings obtained at variable rates expose
the Group to the cash flow interest rate risk. Interest-bearing bank
borrowings and other borrowings obtained at fixed rates expose
the Group to fair value interest rate risk. In general, the Group
raises long-term borrowings at floating rates as well as fixed rates,
based upon the capital market conditions and the Group's internal
requirements. As at 31 December 2021 and 2020, the Group's fixed
rates borrowings and floating rates net borrowings are as follows:

e S R MR (&)

Br—FE-—Ff+_A=+—HIFEF
32. XEAKREERSMIAZAYHE

REBEREHR ﬁ%Lﬂ#iﬂPﬁiﬂﬁﬁﬁﬁraﬂlﬂf,E?%%

TERE  BEMNERER - EERBREASE AR -
$%iﬁﬁﬁﬂ$ﬁﬂ MEEWEKENIES - RARES
ERGEEBERE  UWARRIEREBLE ZHEN

BAKE A AR -

(o) FERER

MERBEEBRTSNEZLEKR zERMIAR
BAARRERERE AR - $%.7¥KXZ$U$H s
FERBFBRITERK

BRATENERE 2GS RTEREREEIBBRRE SR
ENEER - ZHEEMNERB 2 SRITERREME
REAEEERRAFENXRR - —KME  AEEIR

BEATSRARAER Z ABERLFBHNELE
EMERGERBER RE_—FR_F_FTF+_
Ko BERFREMT:

A=1t—HB AXEBZERENRR

RMB’000 RMB'000
ABRETFT AREFTL

Fixed rate borrowings: EEEN
Interest-bearing bank borrowings FBRITER 70,012 35,521
Other borrowings HipfER 23,750 37,751
93,762 73,272

Floating rate borrowings: FEBR
Interest-bearing bank borrowings FBRITER 79,260 98,634
Less: pledged bank deposits A BERRITER (61,616) (38,067)
Less: bank balances o RITE (17,694) (76,844)
(50) (16,277)
93,712 56,995
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32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(a) Interest rate risk (Continued)
Sensitivity analysis

The following table illustrates the sensitivity of the Group's profit after
income tax and retained earnings to a possible change in interest
rates of +/-1%, with effect from the beginning of each reporting
period. The calculations are based on the Group's pledged bank
deposits, bank balances and interest-bearing bank borrowings at
floating rate held at the reporting date. All other variables are held
constant. A positive/(negative) number below indicates an increase
in profit after income tax and refained earnings where interest rates
increased by 1%.

e SRR (&)

B2 —F-——F+—A=+—HIFE
32. IEREEREMIAZAFE(E)

(a) F=mEb ()
HBETH

TRHEVAKEZRABEREENRRE BN EF =
AR E+/- 1% (S REMVRBER) 2HEE - B
Bt EDIRBAREE N IRE APE 2 B EMRTER
RITHER BRI R R ZRITERIEL - IBEEM
AERZER/RTE - TXZE/(B)BFRTENX
BIN%BE - FRATSREENRREBMNZIBE -

RMB’000 RMB'000
AREFT ARETFT

Impact arising from pledged bank deposits and EERBROTERRBIESBIFE
bank balances 690 967
Impact arising from interest-bearing bank borrowings T ERTER TE (772) (775)

For a decrease in interest rate by 1%, there would be an equal
but opposite impact on the profit after income tax and retained
earnings.

The assumed changes in interest rates are considered fto be
reasonably possible based on observation of current market
conditions and represents the management’s assessment of a
reasonably possible change in interest rate over the period until the
next annual reporfing dafte.

The sensitivity analysis included in the consolidated financial
statements for the year ended 31 December 2020 had been
prepared on the same basis.
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For the year ended 31 December 2021

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in a financial loss to the Group.
The Group's credit risk is primarily attributable to trade receivables.
The Group's exposure to credit risk arising from bank balances,
pledged bank deposits and bills receivable is limited because the
counterparties are banks, for which the Group considers to have low
credit risk. Other receivables are due to various group of debtors
and the directors of the Company consider the credit risk of these
parties is low.

Trade receivables

The Group's exposure to credit risk is influenced mainly by the
individual characteristics of each customer rather than the industry
or country in which the customers operate and therefore significant
concentrations of credit risk primarily arise when the Group has
significant exposure to individual customers. As at 31 December
2021, the Group has a concentration of credit risk as approximately
27% (2020: 10%) and 27% (2020: 50%) of its gross frade receivables
was due from the Group’'s largest and second largest customers,
respectively. The largest customer is a listed chemical products
manufacturer and the second largest customer is an international
frading company. Both of them have good past credit repayment
history and records with the Group.

Individual credit evaluations are performed on all customers
requiring credit over a cerfain amount. These evaluations focus
on the customer’s past history of making payments when due and
current ability to pay, and take into account information specific
to the customer as well as pertaining to the economic environment
in which the customer operates. Trade receivables are due within
180 days from the date of billing. Debtors with balances that are
more than 6 months past due are requested fo seftle all outstanding
balances. Normally, the Group does not obtain collateral from
customers.

e S R MR (&)

BE—F-——F+—A=+—HIFE
32. IEREEREMIAZAFE(E)

(b) EERME

FEERREXZIHFABTEANEAMERAEE
EEVBEEZAR AEENEERRIZREES
EUFIE - AR R SGHFRAKERREERRFBED

T AEEEBRRTES  CEMBITERLERE
EoENEERRAR - E@EEW%XIEETEWKWQEU

BEHBANFE MARREZTRRZFALNEER
R °
ESEKNE

AEEERZEERRIEZSERPZANBEETE
MIEZEFREMETERARTE At EAEE
EPRBRFEAAEERENEFMAZEREER
SEFEE L o ngff¢+ A=+—8 BEAEHE
BAMBEZRBEPZRESIMEE S ERFIBEELY
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk (Continued)
Trade receivables (Continued)

The Group measures loss allowances for trade receivables at an
amount equal to lifetfime ECLs, which is calculated using a provision
matrix. As part of the Group’s credit risk management, the Group
use debtors ageing to assess impairment for its customers because
these customers consists of a large number of customers which
share common risk characteristics that are representative of the
customers’ ability to pay all amounts due in accordance with the
contractual ferms. The estimated ECL loss rates are estimated based
on the Group's estimates of the market borrowing rates for each of
the groupings, less risk-free rate, which reflect the credit risk of the
debtors, over the expected life of the debtors and are adjusted
forward-looking information that is available without undue cost or
effort. The grouping is regularly reviewed by management to ensure
relevant information about specific debtors is updated.

The following table provides information about the Group's exposure
to credit risk and ECLs for trade receivables:

e SRR (&)

B2 —F-——F+—A=+—HIFE
32. IEREEREMIAZAFE(E)

(b) FERR(HE)
EZ BRI (F)

AEERRFERFMEREEERERNSE (E R
BERGESL)FEEIRUFABERE -(FALX
SEEERRER 2 -0 AEREEABEBAZKRER
AEEEPZEE  REEZEEFPEEARKEIER
ZREEP  FHRARFBHRKKREPREA NGRS
FRBERIMFIAZRES - Bt FRHEEBERXREASE
HEMH 2 TIZERE 2 HERER RN E (RREH
AZEEERR)  FRABBAZEMFEIETHAT X
SBANBERALANTEUG 2 ATEEERHELFHE -
EEREEERESAN  UWHRREHEREEFAZHEEE

TEENABAEEAHNE SRR ERERR R
BHEEEENER

Weighted
average Gross Net
expected carrying Loss carrying
Ageing based on the invoice date loss rate amount allowance amount
mETH
REXZABNERR E) ok HAEREE BRER BHFEE
% RMB’000 RMB’000 RMB’000
AREFT ARETT ARETT
At 31 December 2021 R-E--§+-A=1+-H
Within 1 month —fEAR 0.2 32,903 (82) 32,821
Over 1 month but within 3 months BB—EABLIR=MA 1.1 13,206 (148) 13,058
Over 3 months but within 1 year BB=EAEIR—F 26.4 13,048 (3,443) 9,605
59,157 (3,673) 55,484
At 31 December 2020 R-ZZ-Z2F+=-A=t-H
Within 1 month —EAA 0.2 22,553 (60) 22,493
Over 1 month but within 3 months BR—EABIR=EA 1.0 33,832 (343) 33,489
Over 3 months but within 1 year BA=EABIR—F 3.5 14,405 (515) 13,890
70,790 (918) 69,872
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(b) Credit risk (Continued)
Trade receivables (Continued)

Movements in the loss allowance account in respect of trade
receivables during the year are as follows:

e S R MR (&)

BE—F-——F+—A=+—HIFE

32. BEAKREEREMIA A FEE)

(b) FEERR(F)
EZEWHE (F)
FRESRUFABERREREHUT :

RMB'000 RMB'000

AREFT AREFT

Balance at 1 January —A—HBmM&EH 918 642
Impairment losses recognised during the year (Note 9) FARRHORESRE (F:9) 2,755 276
Balance at 31 December R+ZA=+—HELEH 3,673 918

(c) Liquidity risk

The Group has net current liabilities of approximately RMB100,968,000
as at 31 December 2021. Besides, the Group's total current interest-
bearing bank borrowings and other borrowings as at 31 December
2021 amounted to approximately RMB88,626,000 in aggregate,
while its cash and cash equivalents amounted to approximately
RMB17,927,000 on the same date. Management closely monitors the
Group's financial performance and liquidity position. A number of
measures have been put in place by management to improve the
financial position and alleviate the liquidity pressure. As at the date
when these consolidated financial statements were authorised for
issue, the Group had unutilised banking facilities of approximately
RMB40,615,000 and obtained a letter of intent from a licensed
financial institution to provide a line of credit of HK$250,000,000
(equivalent to approximately RMB204,400,000) to the Group. Also, Mr.
Ernest Chen, the controlling shareholder and an executive director,
has undertaken to provide contfinuing financial support in order to
maintain the Group as a going concern.

Taking info account the unutilised banking facilities and financial
support provided by Mr. Ernest Chen and after assessing the Group's
current and future cash flow position, the directors of the Company
are safisfied the Group will be able to meet its financial obligation
when they fall due. Accordingly, the directors of the Company are
of opinion that it is appropriate to prepare the consolidated financial
statements on a going concern basis.

Liquidity risk relates to the risk that the Group will not be able to
meet obligations associated with its financial liabilities. The Group
is exposed to liquidity risk in respect of settlement of trade and bills
payables, accruals and other payables, other borrowings, lease
liabilities, interest-bearing bank borrowings and also in respect of
its cash flow management. The Group’s objective is fo maintain an
appropriate level of liquid assets and committed lines of funding fo
meet ifs liquidity requirements in the short and longer term.

(c) RBELRAR

W-E-—F+ - A=+—BALEEZRHEGEFE
45 ANR#100,968,0000T ° 4N REBR T = —
FH+_A=+— BT ERTEIREMERA
ARG B ARKSS, 626,000 MAEHBIES RIR
SEBBYH B ARIK7,927,0007 < EIEEHY) AR
EBECVHBERBALARBESMRN - BB HKINZIER
AR EFERRAEBRERDESEN - RULSHEEH
BRRERETZEH  AEBZABRAETRENR
AR #40,615,000t I EEE —HEFHE S EENE R
2 A A= E 4R 4£250,000,0005 7T (HHE R AR
204,400,0007T) MEEHEE o thoh IR E RAITE
$ﬁﬁﬁ%$&% CRIEBEV B WEEAEE

=¥

@%%*@%ﬁﬁﬂé&ﬁﬁﬁ%ikﬁzﬁﬁih'
YR EAEMEHEARRDRERR S - KD
FIEMREBBENETHIRUBE - Eite - m
EER AR EAEEE RS AN BEEE RS
28

nBpETRREAEEBELIETREEASRAGBEMARBZ
BfzRBER AEEEEEES ?T@fﬁmlﬁ

FEEHE R R E DN IR - Ef e k HEABEAE
RITEFANEHEERSRETEZRBES AR - K
SECEBABRBDEERAREEREAFTNAE
KFE - UENEREHARHECTE -

ANNUAL REPORT 179



2021 F£ 5§

=imksik

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

32. FINANCIAL RISK MANAGEMENT AND FAIR VALUES
OF FINANCIAL INSTRUMENTS (CONTINUED)

(c) Liquidity risk (Continued)

The maturity profile of the Group’s non-derivative financial liabilities
at each reporting period, based on the contracted undiscounted

e SRR (&)

B2 —F-——F+—A=+—HIFE
32. IEREEREMIAZAFE(E)

(c) RBEZRAR (H)

AEERSHREHANZHETEEHABERESORE
BNRZEBERDT:

payments, is as follows:

Total Within Over Over

contractual 1 year 1 year but 2 years but
Carrying  undiscounted oron within within Over
amount cash flow demand 2 years 5 years 5 years

EHRER —-£h BR-F BEmE
FEE ReRELE HRER BHRME BHREE BRIE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFR AREFR AREFR AREFR AREFR AREFR

As at 31 December 2021 RZB=-%£+ZA=t-R
Trade and bills payables, accruals and payables BAREREMNTE  EHEAR
AfpEf3E 244,403 244,403 246,403 - - -
Lease liabilties HEBR 24,698 35,267 8,505 8,068 4,689 14,005
Interest-bearing bank borrowings STERTER 149,272 169,243 81,783 1411 44,392 26,957
Other borrowings Efpfai 23,750 25,235 13872 11,363 - -
44423 476,148 350,563 33,542 51,081 40962
As at 31 December 2020 RZB-2£+-A=t-H
Trade and bills payables, accruals and payables EAREBEMNTE B BAR

AfERTE 208918 208918 208918 - - —
Lease liabilties HERRE 10,951 18,994 3,606 2,688 2821 9.879
Inferest-bearing bank borrowings TERTER 134,155 151,097 84,873 14,740 26,591 24,873
Other borrowings Afpfa 37,781 41,201 15,966 13,872 11,363 -
391,375 420,210 313,363 31,320 40,775 34,752

(d) Fair values of financial instruments

(d #RIAEZAYHE

SR TEREBHEAAAE RE-_—FR_T_ZTF
+ZA=+—0 ZESHIBEEEEREATEY
BEAEER -

Financial instruments are measured at amortfised cost. The carrying
amounts of these financial instruments are not materially different
from their fair values as at 31 December 2021 and 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

For the year ended 31 December 2021

33. CAPITAL RISK MANAGEMENT

The Group's objectives of managing capital are to safeguard the
Group's ability to continue as a going concern in order to provide
returns to the shareholders and benefits for other stakeholders to
maintain an optimal capital structure tfo reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may
adjust the amount of dividends paid to the shareholders, refurn
capital fo the shareholders, issue new shares or sell assets to reduce
debts. No changes in the objectives, policies or processes for
managing capital were made during the year.

The capital structure of the Group consists of net debt, which
included interest-bearing bank borrowings, other borrowings and
net of cash and cash equivalents, as disclosed in Notes 22, 23 and
19 respectively, and equity attributable to owners of the Company,
comprising share capital and reserves disclosed in the consolidated
statement of financial position.

34. CASH FLOW INFORMATION

The table below details changes in the Group's liabilities from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing actfivities are liabilities for which cash
flows were, or future cash flows will be, classified in the Group's
consolidated statement of cash flows as cash flows from financing
activities:

e S R MR (&)

BE—F-——F+—A=+—HIFE

33. EXEmER

AEBEREAEERRARERASEZLE KA A
BREREEMIENERERBRAEGE LR FREELS

BB DB ARK o

BERRBAREAGE ARETEBEINTRE
BESE AREREER BIHROBLEEEN
W NENEREAY B RERBEM S
2 -

AEBNEAGBERERFE (EEEDHIRME
22~ BRIIFTHRER 2 5 RERITREN - HiER (KRR
ERBASEEBM UARBREEEMBRRARAEEZK
ARfEBZARNRIEE ABHEER -

34. BEHREER

TREINAEERELTHELZAEEY (BRERER

RS EEH)) 2FB wﬂﬁé@?iZ%ﬁ%ﬁ%iﬁ%
KARKRBEERENLTEBGAR S REEPLEAR
BEBHCHRERENEAE
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M BRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 BE-_FE-_—F+ _HA=+—HIFFEZ
34. CASH FLOW INFORMATION (CONTINUED) 34. BEREEH (HF)
Interest-
Amount bearing
due to Lease bank Other
a director liabilities borrowings borrowings
Ef—=%
EZNE HESE HEBRTEX Hi R
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT AREFT AEETT ARETT
(note 20(iv)) (note 21) (note 22) (note 23)
(Ff&F20(iv)) (HEE21) (HE22) (H&E23)
Balance at 1 January 2020 RZZ-TF—R—Bz&# — 5,573 124,810 —
Changes from financing cash flows: HEREREZE
Proceeds from interest-bearing bank borrowings st BR1TE R 2 G E — — 159,991 —
Proceeds from other borrowings HifE B HE — — — 38,331
Repayment of inferest-bearing bank borrowings  E& st 8 B1TE R — — (150,646) —
Repayment of other borrowings BEEMER — = = (580)
Advance from a director —REFZBX 5,943 — — —
Interest paid on bank borrowings B R1THERF 2 = = (8,827) —
Interest paid on other borrowings BT E A fEF 8 = = = (97)
Capital element of lease rentals paid EffEzA2HD — (2,069) — —
Interest element of lease rentals paid EffEezFERH — (393) — —
Net change from financing cash flows REREREZEHFE 5943 (2,462) 518 37,654
Other changes: Hin28) :
Interest on interest-bearing bank borrowings FERITERZFE — — 8,827 —
Interest on other borrowings Hith (A 8 — — — 97
Additions to lease liabilities HEGEEM — 7,047 — —
Interest on lease liabilities HE&EF L — 393 — —
Total other changes HiZ2gam — 7,440 8,827 97
Balance at 31 December 2020 RZZE-ZFF-A=1—R2&#H 5,943 10,551 134,155 37,751
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NOTES TO THE CONSOLIDATED FINANCIAL %4 B S M EBRMEE (B)
STATEMENTS (CONTINUED)

For the year ended 31 December 2021 BE-_FE-_—F+_HA=+—HIFFE
34. CASH FLOW INFORMATION (CONTINUED) 4. REREEH (H)
Interest-
Amount bearing
due to Lease bank Other
a director liabilities borrowings borrowings
Eff—%
E3NE HESE HEBRTEX Hitnfg 5
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT ARETT ARETT
(note 20(iv)) (note 21) (note 22) (note 23)
(F&F20(iv)) (HEE21) (H&22) (Fff&E23)
Balance at 1 January 2021 RZZZ—F—R—Bz&# 5,943 10,551 134,155 37,751
Changes from financing cash flows: HEREREZE
Proceeds from interest-bearing bank borrowings 5t 28R 1T 2 BTG HE — — 106,026 —
Repayment of inferest-bearing bank borrowings B &t 8 E1TE R — — (90,909) -
Repayment of other borrowings EEHMER — - - (14,001)
Repayment to a director M—ZEFER (5,943) — - —
Interest paid on bank borrowings BRHRITESF S — = (7.834) =
Interest paid on other borrowings B At 30 F 2 - = = (1.967)
Capital element of lease rentals paid EREEzAEEH S - (5,952) - -
Interest element of lease rentals paid EEEZFESD - (1,343) — —
Net change from financing cash flows RERSREZEDTHE (5,943) (7,295) 7,283 (15,968)
Other changes: Hin &g :
Interest on inferest-bearing bank borrowings HERITERZFE - — 7,834 -
Interest on other borrowings HibfEF 8 — — - 1,967
Additions fo lease liabilities HEGEEM - 20,102 - —
Interest on lease liabilities HEEEFS — 1,343 - —
Exchange alignment X A% = (3) - -
Total other changes HZ2gan — 21,442 7,834 1,967
Balance at 31 December 2021 R-ZB-Z-§+ZA=+—-HAZ&EH — 24,698 149,272 23,750
35. CONTINGENT LIABILITIES 35. ARAME
As at 31 December 2021 and 2020, the Group was not involved in RIE - FER-_FBE-_FTF+-_A=+—H8  K&EBF#K
any material litigation or arbitration. As far as the Group was aware, O REMENFAIME - MAEEHMA - NEEW
the Group had no other material litigation or claim which was EHMEFRNHEEARNEE 7 EANFAHEE o

pending or threatened against the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS (CONTINUED)

For the year ended 31 December 2021

36. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY

e SRR (&)

B2 —F-——F+—A=+—HIFE

36. ARTZMBRRE

Note RMB’000 RMB'000
fiE ARETFT AREFT

ASSETS AND LIABILITIES BERERE

Non-current assets ERBEE
Investment in subsidiaries RIBAR Z&KE 3,449 3,449
Loan to subsidiaries EFHBRARIZER 12,704 12,417
16,153 15,866

Current assets RBEE
Other receivables and prepayments H fth FE WO R B FUE 245 4,076
Amounts due from subsidiaries A NG 58,587 51,266
Cash and cash equivalents BeRBESEEY 44 21,737
58,896 77,079
Current liabilities nEaE

Accruals E:tER 1,388 1,004
Amount due to a director B —%EZ2HE 349 —
1,737 1,004
Net current assets RBEERE 57,159 76,075
Net assets EEFE 73,312 91,941

CAPITAL AND RESERVES BEXRHE
Share capital WA 3,792 3,792
Reserves (E4 27 69,520 88,149
Total equity BaE 73,312 91,941

ARABUBBREER _E-_—_F=A=-+\BHERQ
RIZEEMAETRESEM  TAHUTALTRRES

The financial statements of the Company were approved and
authorised for issue by the Board of Directors of the Company on 28
March 2022 and are signed on its behalf by:

Mr. Chen Bingqiang Mr. Ng Cheuk Lun

BRIA 3 S 4 REfmEE
Director Director
2 s
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AUDIT COMMITTEE

The Company established an audit committee (the "Audit Committee”) on 13
December 2019 in compliance with the requirements under the Listing Rules. The
primary duties of the Audit Committee are, among other things, to review and
supervise our financial reporting process and internal control system, nominate and
monitor external auditors and to provide advice and comments to the Board on
matters related to corporate governance.

The annual results of the Company for the year ended 31 December 2021 have
been reviewed by the Audit Committee which is of the view that the annual
results of the Company for the year ended 31 December 2021 are prepared in
accordance with applicable accounting standards, rules and regulations and
appropriate disclosures have been duly made.

As at the date of this announcement, the Audit Committee consisted of three
independent non-executive Directors, namely Mr. Yeung Chun Yue David, Ir. Daniel
Lai and Mr. Xu Kai. Mr. Yeung Chun Yue David currently serves as the chairman of
the Audit Committee.

PUBLICATION OF ANNUAL RESULTS ANNOUNCEMENT AND ANNUAL REPORT

This announcement is published on the websites of the Stock Exchange at www.
hkexnews.hk and the Company at www.sanvo.com, respectively. The annual report
of the Company for the year ended 31 December 2021 will be despatched to our
shareholders and published on the aforesaid websites in due course.

By Order of the Board
SANVO Fine Chemicals Group Limited
Chen Bingqiang
Chairman

Hong Kong, 28 March 2022
As at the date of this announcement, the executive Directors are Mr. Chen

Binggiang, Mr. Chen Bingyao and Mr. Ng Cheuk Lun; and the independent non-
executive Directors are Ir. Daniel Lai, Mr. Xu Kai and Mr. Yeung Chun Yue David.





