













































































The total net proceeds from the public issuance of A Share Convertible Bonds by the Company
amounted to approximately RMB3,976.92 million. As at 30 June 2023, the use of such proceeds
were as follows:
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Annual production of 750,000
tons of solar equipment ultra-thin
and ultra-high-transparent panel

manufacturing project 48.91% 194,500.00 130,102.82 64,397.18
Distributed PV power generation
construction project 15.97% 63,492.12 0.00 63,492.12

Annual production of 15 million
square meters of solar PV
ultra-white glass technical

transformation project 4.95% 19,700.00 18,077.77 1,622.23
Working capital 30.17% 120,000.00 120,000.00 0.00
Total 100% 397,692.12 268,180.59 129,511.53

The amount unutilized is excepted to be fully utilized by the Company according to its use
of proceeds plan for such proceeds by December 2024. As of the date of the interim results
announcement, the Directors confirm that the proceeds were used and are proposed to be used
according to the intentions previously disclosed.

»
26 EDATGMASWS | 40 . MTD. INTERIMREPORT 2023











































































4
g . \ .
"\IJ/{' {? A 'Flﬁ N ? A 3‘{

» n‘tn

» » )
C) @ 8657 AT . T B

NV M)

~
1. Cm a)j‘ﬂ T

Flat Glass Group Co., Ltd. (the “Company”’) was established on 24 June 1998 with
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As approved by the China Securities Regulatory Commission, the Company publicly
issued 14.50 million A share convertible corporate bonds (the “Convertible Bonds™)
with a par value of RMB100 each on 27 May 2020. The total amount of this issuance
is RMB1,450,000,000.00 and the term is 6 years. Pursuant to the Rules Governing
the Listing of Stocks on Shanghai Stock Exchange and other relevant regulations
and the Prospectus of A Share Convertible Corporate Bond through Public Issuance
of Flat Glass Group Co., Ltd., the Convertible Bonds can be converted into the
RMB ordinary shares (A shares) of the Company from 3 December 2020. The initial
conversion price is RMB13.56 per share. The Company will adjust the conversion
price based on the prospectus upon the occurrence of distribution of stock dividend,
capitalisation issue, issuance of new shares (excluding the increase in share capital
due to the convertible corporate bonds in this issuance), rights issue or distribution
of cash dividend. On 9 November 2020, the Company adjusted the conversion price
to RMB13.48 per share based on the A-share restricted share incentive scheme and
2020 interim profit distribution proposal. On 28 January 2021, the Company adjusted
the conversion price to RMB14.15 per share due to the non-public issuance of RMB
ordinary shares (A shares). During the period from 3 December 2020 to 27 January
2021, the convertible bonds of the Company amounting to RMB1,358,240,000.00
were converted into 100,754,542 RMB ordinary shares (A shares) at a conversion
price of RMB13.48 per share. During the period from 28 January 2021 to 29 January
2021, the convertible bonds of the Company amounting to RMB89,057,000.00 were
converted into 6,293,565 RMB ordinary shares (A shares) at a conversion price of
RMB14.15 per share. During the period from 3 December 2020 to 23 December
2020, the closing prices of shares of the Company for at least 15 trading days out
of any 30 consecutive trading days during the conversion period were no less than
130% (130% inclusive) of the prevailing conversion price, triggering the conditional
redemption terms of convertible bonds. On 23 December 2020, the Resolution on
Early Redemption of Flat Convertible Bonds by the Company was considered and
approved at the 28th meeting of the fifth session of the Board, under which the
Company decided to exercise the early redemption right of Flat Convertible Bonds,
and redeemed all the Flat Convertible Bonds registered on the redemption registration
date with the redemption registration date of 29 January 2021. As of 29 January 2021,
the convertible bonds in an amount of RMB1,447,297,000.00 have been converted
into RMB ordinary shares (A shares), and the cumulative number of converted
shares amounted to 107,048,107 shares (including: conversion of 86,648,788.00
shares in 2020, which expanded the registered capital by RMB21,662,197.00 and
capital reserve by RMB1,162,828,718.24; and conversion of 20,399,319.00 shares,
which expanded the registered capital by RMBS5,099,829.75 and capital reserve by
RMB278,934,138.94), and the non-converted convertible bonds of RMB2,703,000.00
have been redeemed by the Company. Due to the conversion of convertible bonds,
the registered capital of the Company increased by RMB26,762,026.75, the number
of shares increased by 107,048,107 shares and the capital reserve increased by
RMB1,441,762,857.18.
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As considered and approved at the 20th meeting of the fifth session of the Board,
2020 first extraordinary general meeting, 2020 second A shareholders class meeting
and 2020 second H shareholders class meeting of the Company, and approved by the
Approval of the Non-public Issuance of Shares of Flat Glass Group Co., Ltd. (CSRC
Approval [2020] No. 2648) issued by China Securities Regulatory Commission, the
Company was permitted to issue not more than 450,000,000 RMB ordinary shares
(A shares) by way of non-public issuance. As of 7 January 2021, the Company has
completed the non-public issuance of 84,545,147 RMB ordinary shares (A shares)
at a par value of RMBO0.25 per share at an issue price of RMB29.57 per share with
the total amount of funds raised of RMB2,499,999,996.79. The net proceeds were
RMB2,483,081,943.69 after deducting the issue cost of RMB16,918,053.10, of
which the amount of RMB21,136,286.75 and RMB2,461,945,656.94 was included
in total share capital and capital reserve, respectively. All payments of subscription
amounts were made by cash in Renminbi. Due to the non-public issuance of A
shares, the registered capital of the Company increased by RMB21,136,286.75, the
number of shares increased by 84,545,147 shares and the capital reserve increased
by RMB2,461,945,656.94.

On 25 May 2021, the Company held the second meeting of the sixth session of the
Board, at which the Resolution in relation to the Reserved Grant of the Restricted A
Shares to Participants was considered and approved to grant restricted shares to three
participants. The participants actually subscribed for 700,000 RMB ordinary shares
(A shares), with a par value of RMBO0.25 per share at a grant price of RMB14.23 per
share. Upon the completion of the above grant of restricted shares, the registered
capital of the Company became RMB536,723,313.50.
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As approved by the China Securities Regulatory Commission, the Company publicly
issued 40 million A share convertible corporate bonds with a par value of RMB100
each on 20 May 2022. The total amount of this issuance is RMB4,000,000,000.00
and the term is 6 years. Pursuant to the Rules Governing the Listing of Stocks on
Shanghai Stock Exchange and other relevant regulations and the Prospectus of A Share
Convertible Corporate Bond through Public Issuance of Flat Glass Group Co., Ltd.,
the Convertible Bonds can be converted into the RMB ordinary shares (A shares) of
the Company from 28 November 2022. The initial conversion price is RMB43.94 per
share. The Company will adjust the conversion price based on the prospectus upon
the occurrence of distribution of stock dividend, capitalisation issue, issuance of new
shares (excluding the increase in share capital due to the convertible corporate bonds
in this issuance), rights issue or distribution of cash dividend. On 23 November 2022,
the Company adjusted the conversion price to RMB43.71 per share based on the
2022 interim profit distribution proposal. During the period from 28 November 2022
to 30 June 2023, the convertible bonds of the Company amounting to RMB54,000
were converted into 1,207 RMB ordinary shares (A shares) at a conversion price
of RMB43.71 per share. Due to the conversion of convertible bonds, the registered
capital of the Company increased by RMB301.75, the number of shares increased
by 1,207 shares and the capital reserve increased by RMB55,303.64.

The principal activities of the Company and its subsidiaries (the “Group”) are the
manufacturing and sales of glass products.

The de facto controllers of the Company are Mr. Ruan Hongliang, Ms. Jiang Jinhua,
Ms. Ruan Zeyun and Mr. Zhao Xiaofei, of whom Mr. Ruan Hongliang and Ms. Jiang
Jinhua are directors of the Company.
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On 28 August 2023, the Company’s company and consolidated financial statements
have been approved by the Board of Directors of the Company.

Details of the scope of consolidated financial statements of the Group are set out in
Note (VII) *“ Interests in other entities”.

»
54 EDATGMASWS | 40 . MTD. INTERIMREPORT 2023



» »
v
(7) BAMGF §E A A0 FELACAD SATE "E(T.S

1.

]‘is.l‘.l; ] ‘a)'a {r.tl,l'
The Group has implemented the Accounting Standards for Business Enterprises and
other relevant regulations issued by the Ministry of Finance (hereinafter referred to
as the “CASBE”) and has also disclosed relevant financial information in accordance
with the Preparation Convention of Information Disclosure by Companies Offering
Securities to the Public No.15 — General Provisions on Financial Reporting (revised
in 2014). In addition, the financial statements also include disclosures required by
the Companies Ordinance and the Listing Rules of the stock exchange of Hong Kong.

GJ’:Q an n

The Group has assessed the ability to continue as a going concern for a 12-month
period since 30 June 2023 and is not aware of any events or conditions that may cast
significant doubt upon the ability to continue as a going concern. So the financial
statements have been prepared on a going concern basis.
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The Group has adopted accrual basis for accounting measurement. Except some
financial instruments are measured at fair value, the financial statements are based
on historical cost. If the assets are impaired, corresponding provisions for impairment
shall be made according to relevant regulations.

Under the historical cost convention, assets are measured at the amount of cash or
cash equivalents paid or the fair value of the consideration given to acquire them at
the time of acquisition. Liabilities are measured according to the amount of payment
or assets actually received due to the assumption of current obligations, or the contract
amount of the current obligation, or in accordance with the amount of cash or cash
equivalents expected to be paid in daily activities to meet liabilities.

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement
date, regardless of whether that price is directly observable or estimated using
valuation technique. Fair value measured and disclosed in the financial statements
are determined according to the above basis.
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The fair value measurement is divided into three levels based on the observability
of the inputs of the fair value and the importance of the inputs to the fair value
measurement as a whole:

. Level 1 inputs are the unadjusted quoted prices of the same assets or liabilities
in the active market that can be obtained on the measurement date.

. Level 2 inputs are inputs, other than quoted prices included within Level 1,
that are observable for the asset or liability, either directly or indirectly.

. Level 3 inputs are unobservable inputs for the relevant asset or liability.

2. GJ.]:LQ an

The financial statements have been prepared on a going concern basis.
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The principal activities of the Group are the manufacturing and sales of glass products.
Therefore, the accounting policies for recognition of revenue, impairment of financial
instruments, depreciation of fixed assets and amortization of intangible assets are based on
the characteristics of the glass manufacturing industry. For details, please refer to Notes.

3,

L dm 54 Cm 3 *viACARE
The financial statements of the Company have been prepared in accordance with
the CASBE, and present truly and completely the Company’s financial position, the

results of operations, the changes in shareholders’ equity and the cash flows and
other relevant information.
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The accounting year of the Group is the calendar year, i.e. from 1 January to 31
December of each year.
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Operating cycle refers to the period from the purchase of assets used for processing
to the realization of cash or cash equivalents. The Group’s operating cycle usually
takes approximately 12 months.
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The currency used by the Company in preparing the financial statements is RMB.

4

W [\ g} d
A ‘4% | x{t / | By 1 C I'l‘ 4‘ /t'
A N "ﬁ\ IR u\. n | l(ng E p‘
C mm w{‘ 2 nty. .2‘\ o by E 4’ ol § n" o C n’)

w
¥ l . !
5.1 B‘“ rey - 4‘q In, Ln 5 o1 p“ Aoy A,
A business combination involving enterprises under common control is a
business combination in which all of the combining enterprises are ultimately
controlled by the same party or parties both before and after the combination,
and that control is not transitory.
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A business combination not involving enterprises under common control
is a business combination in which all of the combining enterprises are not
ultimately controlled by the same party or parties both before and after the
combination.

5.2
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The cost of combination is measured at the aggregate of the fair values, at the
acquisition date, of assets given, liabilities incurred or assumed, and equity
instruments issued by the acquirer in exchange for control of the acquiree. The
intermediary fees incurred by the acquirer in respect of auditing, legal services,
valuation and consultancy services, etc. and other related administrative
expenses attributable to the business combination are charged to profit or loss
in the period in which they are incurred.

The identifiable assets, liabilities and contingent liabilities of the acquiree
that meet the recognition conditions acquired by the acquirer in a business
combination, are measured at their fair values at the acquisition date.

Where the cost of combination exceeds the acquirer’s interest in the fair value
of the acquiree’s identifiable net assets, the difference is recognised as an asset
as goodwill and is initially measured at cost. Where the cost of combination is
less than the acquirer’s interest in the fair value of the acquiree’s identifiable
net assets, the acquirer firstly reassesses the measurement of the fair values of
the acquiree’s identifiable assets, liabilities and contingent liabilities and the
measurement of the cost of combination. If after that reassessment, the cost
of combination is still less than the acquirer’s interest in the fair value of the
acquiree’s identifiable net assets acquired in the combination, the difference
is recognised in profit or loss.

Goodwill occurred as a result of combination shall be recognised separately in
the consolidated financial statements and measured at cost less accumulated
impairment provision.

Assets and liabilities acquired in a business combination are measured at their
carrying amount of the combined party at the combination date. The difference
between the carrying amount of the net assets acquired by the combining party
and the carrying amount of the consideration paid for the combination (or
the aggregate face value of the shares issued) is adjusted to share premium
under capital reserve, if the share capital premium is insufficient to offset the
difference, the retained earnings will be adjusted.

The costs that are directly attributable to the business combination are charged
to profit or loss in the period in which they are incurred.
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The scope of consolidation for the consolidated financial statements is determined
based on control. Control refers to the power that the investor has over the investee; it
means that the investor enjoys variable returns by taking part in the relevant activities
of the investee and is capable of using its power over the investee to influence the
amount of return. In case of changes in the relevant elements involved in the aforesaid
definition of control as a result of the changes in facts and circumstance, the Group
will conduct re-assessment.

Consolidation of a subsidiary begins when the Group obtains control over the
subsidiary and ceases when the Group loses control of the subsidiary.

For a subsidiary disposed of by the Group, the operating results and cash flows before
the date of disposal (the date when control is lost) are included in the consolidated
income statement and consolidated statement of cash flows, as appropriate.

For a subsidiary acquired through a business combination not involving enterprises
under common control, the operating results and cash flows from the acquisition date
(the date when control is obtained) are included in the consolidated income statement
and consolidated statement of cash flows, as appropriate.

No matter when the business combination occurs in the reporting period, subsidiaries
acquired through a business combination involving enterprises under common control
or the party being absorbed under merger by absorption are included in the Group’s
scope of consolidation as if they had been included in the scope of consolidation from
the date when they first came under the common control of the ultimate controlling
party. Their operating results and cash flows from the beginning of the earliest
reporting period or from the date when they first came under the common control of
the ultimate controlling party are included in the consolidated income statement and
consolidated statement of cash flows, as appropriate.
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The significant accounting policies and accounting periods adopted by the subsidiaries
are determined in accordance with the Company’s unified accounting policies and
accounting periods.

The impact of internal transactions between the Company and its subsidiaries and
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Foreign currency transactions are translated at the spot exchange rate on the
date of transaction at initial recognition.

At the balance sheet date, foreign currency monetary items are translated
into RMB using the spot exchange rates at the balance sheet date. Exchange
differences arising from the differences between the spot exchange rates
prevailing at the balance sheet date and those on initial recognition or at the
previous balance sheet date are recognised in profit or loss for the period, except
that: (1) exchange differences related to special borrowings denominated in
foreign currency eligible for capitalization shall be capitalized into the cost
of the related assets during the capitalization period; (2) exchange differences
on hedging instruments for the purpose of hedging against foreign currency
risk are accounted for using hedge accounting; and (3) exchange differences
arising from changes in carrying amount (other than amortised cost) of monetary
items at fair value through comprehensive income are recognised in other
comprehensive income.

Non-monetary items denominated in foreign currencies that are measured at
historical cost are translated to functional currency at the spot exchange rate
at the date of the transaction. Non-monetary items denominated in foreign
currencies that are measured at fair value are translated using the foreign
exchange rate at the date the fair value is determined. The difference between
the translated functional currency amount and the original functional currency
amount is treated as changes in fair value (including changes in exchange rates)
and is recognised in profit or loss or as other comprehensive income.
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For the purpose of preparing the consolidated financial statements, the foreign
currency financial statements of overseas operations are translated into RMB
financial statements using the following method: all assets and liabilities in
the balance sheet are translated at the spot exchange rate at the balance sheet
date; equity items converted at the spot exchange rate at the time of occurrence;
all items in the income statement and items reflecting the amount of profit
distribution are translated at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions; the difference between
assets and the sum of liabilities and shareholders’ equity after translation is
recognised in other comprehensive income and included in shareholders’ equity.

Cash flows arising from a transaction in foreign currency and the cash flows
of a foreign subsidiary are translated at an exchange rate which approximates
the spot exchange rate on the date of the cash flows. The effect of exchange
rate changes on cash and cash equivalents is regarded as a reconciliation item
and presented separately in the statement of cash flows as “effect of exchange
rate changes on cash and cash equivalents”.

The opening balances and the actual figures of prior year are presented at the
translated amounts in the prior year’s financial statements.
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The Group recognises a financial asset or a financial liability when it becomes a party
to a financial instrument contract.

Where financial assets are purchased or sold in a regular way, assets to be received
and liabilities to be borne are recognised on the date of transaction, or assets sold
are derecognised on the date of transaction.

Financial assets and financial liabilities are initially measured at fair value. For
financial assets and financial liabilities at fair value through profit or loss, the related
transaction costs are directly recognised in profit or loss in the period in which they
are incurred. For other categories of financial assets and financial liabilities, the
related transaction costs are included in the initially recognised amount. When the
Group initially recognizes receivables that do not contain a significant financing
component or do not consider the financing component in a contract not exceeding
one year in accordance with the Accounting Standards for Business Enterprises No.
14 — Revenue (the “Revenue Standard”), the Group initially measures the receivables
at the transaction price as defined in the Revenue Standard.

Effective interest rate method is the method that is used in the calculation of the
amortised cost of a financial asset or a financial liability and in the allocation and
recognition of the interest revenue or interest expense in profit or loss over the
relevant period.

The effective interest rate is the rate that discounts estimated future cash flows
through the expected duration of a financial asset or a financial liability to the carrying
amount of the financial asset or to the amortised cost of the financial liability. In
determining the effective interest rate, the expected cash flow is estimated on the
basis of all contractual terms of the financial asset or financial liability (such as early
repayment, extension, call options or other similar options, etc.) without taking into
account the expected credit loss.

The amortised cost of a financial asset or a financial liability is the amount initially
recognised for a financial asset or a financial liability net of principal repaid, plus
or less the cumulative amortised amount arising from amortization of the difference
between the amount initially recognised and the amount at the maturity date using
the effective interest method, net of cumulative loss allowance (only applicable to
financial assets).
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Subsequent to initial recognition, the Group’s financial assets of various
categories are subsequently measured at amortised cost, fair value through
other comprehensive income (“FVTOCI”) or fair value through profit or loss
(“FVTPL”).

If the contractual terms of the financial asset stipulate that the cash flows
generated on a specific date are solely payments of the principal and the interest
on the principal amount outstanding and the financial asset is managed by
the Group in a business model aimed at collecting contractual cash flows, the
Group shall classify the financial asset into the financial asset measured at
amortised cost. Such financial assets mainly include cash and bank balances,
bills receivable and receivables, other receivables, etc.

If the contractual terms of the financial asset stipulate that the cash flows
generated on a specific date are solely payments of the principal and the interest
on the principal amount outstanding and the financial asset is managed by the
Group in a business model aimed at both collecting contractual cash flows and
selling such financial assets, the Group shall classify the financial asset into
the financial asset at FVTOCI. These financial assets were classified as bills
receivable at fair value through other comprehensive income when obtaining,
and presented under receivables financing.

On initial recognition, the Group may, based on an individual financial asset,
irrevocably designate a non-tradable equity instrument investment other than
contingent consideration recognised in business combination not involving
enterprises under common control as financial asset at FVTOCI. Such financial
assets are presented as other equity instrument investments.
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The Group’s purpose of holding the financial assets is for trading if one of the
following conditions is satisfied:

. The purpose of acquiring the financial assets is to sell the assets in the
near future.

. The relevant financial assets are part of a portfolio of identified financial
instruments that are centrally managed on initial recognition, and there
is objective evidence of actually a recent short-term profit-taking model.

o The relevant financial assets are derivatives, except for derivatives
defined under financial guarantee contracts and derivatives designated
as effective hedging instruments.

Financial assets at FVTPL include financial assets classified as at FVTPL and
financial assets designated as at FVTPL.

. Financial assets that do not meet the classification criteria for financial
assets at amortised cost or financial assets at FVTOCI are classified as
financial assets at FVTPL.

On initial recognition, the Group may irrevocably designate a financial asset
as at FVTPL if doing so eliminates or significantly reduces an accounting
mismatch or when the criteria for the hybrid contract with embedded derivatives
are met.

Except for derivative financial assets, financial assets at FVTPL are presented
as held-for-trading financial assets.
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9.1.1 Financial assets measured at amortised cost

Financial asset at amortised cost is subsequently measured at amortised
cost using the effective interest method. Gains or losses arising from
derecognition, impairment or amortization are recognised in profit or loss.

The Group recognises interest income on financial assets measured at
amortised cost using the effective interest method. The Group determines
the interest income based on the carrying amount of financial assets
multiplied by the effective interest rate, except for:

. For purchased or originated credit impaired financial assets, the
Group recognises their interest income based on amortised cost
and credit-adjusted effective interest rate of such financial assets
since initial recognition.

. For purchased or originated financial assets without credit

impairment but with credit impairment incurred in subsequent
periods, the Group calculates and determines its interest income
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9.1.2 Financial assets classitied as at FVTOCI

Except for impairment losses or gains related to financial assets at
FVTOCI, interest income calculated using the effective interest method
and exchange gains and losses are recognised in profit or loss, changes
in fair value of the financial assets are recognised in other comprehensive
income. The amount of the financial assets included in profit or loss for
each period shall be equal to the amount deemed as measured at amortised
cost and included in profit or loss for each period. Upon derecognition of
the financial assets, cumulative gains or losses previously recognised in
other comprehensive income are transferred and reclassified into profit
or loss for the period.

After the non-tradable equity instrument investment is designated as a
financial asset at FVTOCI, the changes in fair value of the financial asset
are recognised in other comprehensive income. When the financial asset
is derecognised, the cumulative gains or losses previously recognised in
other comprehensive income are transferred from other comprehensive
income and recognised in retained earnings. During the period that the
Group holds these non-tradable equity instrument, the dividend income is
recognised and included in profit or loss when the Group’s right to receive
dividends has been established and the economic benefits associated with
the dividends are likely to flow into the Group and the amount of the
dividends can be reliably measured.

9.1.3 Financial assets at FVTPL
Financial assets at FVTPL shall be subsequently measured at fair value.
Gains or losses from change in fair value and dividends and interest

income related to such financial assets shall be recognised in profit or
loss.
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The Group performs impairment accounting for financial assets measured at
amortised cost and financial assets at FVTOCI based on expected credit losses
(“ECL”) and recognises loss allowance.

The Group measures the loss reserves of all commercial acceptance, bills
receivable and trade receivable formed due to the income standard in accordance
with the amount equivalent to lifetime ECL.

For other financial instruments, except for purchased or originated credit
impaired financial assets, at each balance sheet date, the Group assesses changes
in credit risk of relevant financial instruments since initial recognition. If
the credit risk on the financial instrument has increased significantly since
initial recognition, the Group measures its loss allowance at an amount equal
to lifetime ECL of the financial instrument. If the credit risk on the financial
instrument has not increased significantly since initial recognition, the Group
measures the loss allowance at an amount equal to next 12-month ECL of
the financial instrument. Except for financial assets measured at FVTOCI,
the increased or reversed amount of credit loss provision shall be included in
profit and loss for the period as impairment loss or gain. The Group recognises
credit loss provision for financial assets at FVTOCI in other comprehensive
income and recognises loss/gain on impairment in profit or loss for the period,
without reducing the carrying amount of the financial assets presented in the
balance sheet.

The Group measured loss allowance at an amount equal to the lifetime ECL of
the financial instruments in the previous accounting period. However, as at the
balance sheet date for the current period, for the above financial instruments,
due to failure to qualify as significant increase in credit risk since initial
recognition, the Group measures loss allowance for the financial instrument
at an amount equal to next 12-month ECL at the balance sheet date for the
current period, and the relevant reversal amount of loss allowance is included
in profit or loss for the current period as an impairment gain.
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9.2.1 Signiticant increase in credit risk

The Group uses reasonable and supportable forward-looking information
that is available to determine whether the credit risk of a financial
instrument has increased significantly since initial recognition by
comparing the risk of a default occurring on the financial instrument as at
the balance sheet date with the risk of a default occurring on the financial
instrument as at the date of initial recognition. For loan commitments and
financial guarantee contracts, the Group uses the date on which it becomes
the party making the irrevocable undertaking as the initial recognition
date when applying provisions for financial instrument impairment.

The Group will take the following factors into consideration when
assessing whether the credit risk has significantly increased:

(1)  Whether the external market indicators of credit risk for the same
financial instrument or similar financial instruments with same
expected life have changed significantly. These indicators include:
credit spread, credit default swap prices for borrowers.

(2)  Whether the debtor’s internal credit rating is actually lowered or
is expected to be lowered.

(3) Adverse changes in business, financial or economic conditions that
are expected to cause a significant change to the debtor’s ability to
meet its debt obligations.

(4)  Whether the actual or expected operating results of the debtor has
changed significantly.

(5)  Whether the regulatory, economic or technological environment

in which the debtor is located has undergone significant adverse
changes.

»
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Irrespective of a significant increase in credit risk since above assessment,
the credit risk of the financial instrument is considered to have increased
significantly when the contractual payments are past due more than 30
days (inclusive).

As at the balance sheet date, if the Group judges that the financial
instrument solely has lower credit risk, the Group will assume that the
credit risk of the financial instrument has not significantly increased
since initial recognition. If the default risk of a financial instrument is

»
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Based on the Group’s internal credit risk management, the Group
considers an event of default occurs when information proposed internally
or obtained externally indicates that the debtor of the financial instrument
is unable to pay its creditors (including the Group) in full (without taking
into account any guarantees obtained by the Group).

Irrespective of the above assessment, the Group presumes that default
has occurred when the contractual payments for a financial instrument
are past due for more than 90 days (inclusive).

9.2.3 Determination of ECL

The Group uses impairment matrix to determine the credit loss of related
financial instruments on the basis of combination of bills receivable,
financing receivables, trade receivable and other receivables. The Group
divides financial instruments into different groups based on common risk
features. The common credit risk features adopted by the Group include:
type of financial instruments, credit risk rating, initial recognition date,
etc.

The Group determines ECL of relevant financial instruments according
to the following methods:

. For financial assets, the credit loss shall be the present value of the
difference between the contractual cash flow to be received by the
Group and the expected cash flow to be received.

. As for the financial assets with credit impairment occurred on the
balance sheet date but not purchased or generated, the credit loss
is the difference between the book balance of the financial assets
and the present value of the estimated future cash flow discounted
at the original effective interest rate.
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The factors reflected in the Group’s methods of measuring ECL of
financial instruments include: the unbiased probability weighted average
amount determined by evaluating a series of possible results; the time
value of money; the reasonable and supportable information about past
events, current situation and future economic situation forecast that is
available without undue costs or efforts on the balance sheet date.

9.2.4 Write-down of financial assets

When the Group no longer reasonably expects that the contractual cash
flow of the financial assets can be recovered in whole or in part, the book
balance of the financial assets shall be written down directly. Such write
down constitutes derecognition of related financial assets.
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A financial asset is derecognised when one of the following conditions is met:
(1) the contractual rights to receive the cash flows from the financial asset
expire; (2) the financial asset has been transferred and substantially all the
risks and rewards of ownership of the financial asset has been transferred to the
transferee; or (3) the financial asset has been transferred, although the Group
neither transfers nor retains substantially all the risks and rewards of ownership
of the financial asset, it does not retain control over the financial asset.

If the Group neither transfers nor retains substantially all the risks and rewards
of ownership of a financial asset, it retains control of the financial asset, it
recognises the financial asset to the extent of its continuing involvement in the
transferred financial asset and recognises the related liability accordingly. The
Group measures the related liabilities in the following ways:

. If the transferred financial asset is measured at amortised cost, the carrying
amount of the related liability is the carrying amount of the continuing
involvement in the transferred financial asset less the amortised cost of
the rights retained by the Group (if the Group retains the rights due to the
transfer of the financial asset) plus the amortised cost of the obligations
assumed by the Group (if the Group assumes the obligations due to the
transfer of the financial asset), and the related liability is not designated
as financial liability at FVTPL.
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. If the transferred financial asset is measured at fair value, the carrying
amount of the related liability is the carrying amount of the continuing
involvement in the transferred financial asset less the fair value of the
rights retained by the Group (if the Group retains the rights due to the
transfer of the financial asset) plus the fair value of the obligations
assumed by the Group (if the Group assumes the obligations due to
the transfer of the financial asset), the fair value of the rights and the
obligations shall be the fair value at the time of measurement on an
independent basis.

For a transfer of a financial asset in its entirety that satisfies the derecognition
criteria, especially for a financial asset classified at amortised cost and financial
asset classified as at FVTOCI, the difference between the carrying amount
of the financial asset transferred and the sum of the consideration received
from the transfer and any cumulative gain or loss that has been previously
recognised in other comprehensive income is recognised in profit or loss for
the period. While regarding non-trading equity instruments designated as at
FVTOCI by the Group, cumulative gains or losses previously recognized in
other comprehensive income are transferred and included in retained earnings.

If part of the transferred financial asset satisfies the derecognition criteria, the
carrying amount of the financial asset as a whole is allocated between the part
that is derecognised and the part that continues to be recognised, based on the
relative fair values of those parts on the date of the transfer. The difference
between the carrying amount allocated to the part derecognised and the sum of
the consideration received for the part derecognised and any cumulative gain
or loss allocated to the part derecognised that has been previously recognised
in other comprehensive income is recognised in profit or loss. If the transferred
financial asset is the non-tradable equity instrument investment designated
as at FVTOCI, cumulative gain or loss that has been recognised in other
comprehensive income should be removed from other comprehensive income
but be recognised in retained earnings.

For a transfer of a financial asset in its entirety that does not satisfy the
derecognition criteria, the Group will continuously recognise the transferred
financial asset in its entirety. Considerations received should be recognised
as a financial liability.
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Based on the contractual terms of the financial instruments issued and the
economic substance rather than only the form of legal contracts reflected, along
with the definition of financial liabilities and equity instruments, the Group
classifies the financial instruments or its components as financial liability or
equity instrument at initial recognition.

9.4.1 Classification, recognition and measurement of tinancial liabilities
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The Group may designate, on initial recognition, a financial liability
as at FVTPL if one of the following conditions is satisfied: (1)
such designation eliminates or significantly reduces an accounting
mismatch; (2) manage and evaluate the financial liability portfolio
or the portfolio of financial assets and financial liabilities at fair
value based on the risk management or investment strategy as
stated in the official written documents of the Group, and report to
key management of the Group internally; or (3) a qualified hybrid
contract containing embedded derivatives.

Held-for-trading financial liabilities are subsequently measured at
fair value, and any gains or losses arising from changes in fair value
and dividends or interest expenses paid on the financial liabilities
are recognised in profit or loss for the period.

For financial liabilities designated at fair value through profit or
loss, changes in the fair value of such financial liabilities arising
from changes in the Group’s own credit risk are recognized in
other comprehensive income and changes in other fair values are
recognized in profit or loss in the current period. On de-recognition
of the financial liability, the cumulative change in fair value
attributable to changes in own credit risk previously recognized
in other comprehensive income is transferred to retained earnings.
Dividends or interest expenses related to these financial liabilities
are recognized in profit or loss for the period. If the treatment of the
effects of changes in the own credit risk of such financial liabilities
as described above would cause or enlarge an accounting mismatch
in profit or loss, the Group recognizes the entire gain or loss on such
financial liabilities (including the amount of the effect of changes
in own credit risk) in profit or loss for the period.

»
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9.4.1.2 Other financial liabilities

Other financial liabilities other than financial liabilities arising from
the transfer of financial assets that do not qualify for derecognition
or continuing involvement in the transferred financial assets and
financial guarantee contracts are classified as financial liabilities
at amortised cost and subsequently measured at amortised cost,
with gains or losses arising from derecognition or amortization
recognised in profit or loss for the period.

When the Group and a counterparty modify or renegotiate a
contract that does not result in derecognition of a financial liability
subsequently measured at amortised cost but result in changes in
contractual cash flows, the Group recalculates the carrying amount
of the financial liability and recognises any related gains or losses in
profit or loss for the period. In recalculating the financial liability,
the Group determines the carrying amount of the renegotiated or
modified contractual cash flows at the present value discounted at
the original effective interest rate of the financial liability. For all
costs or expenses incurred in connection with the modification or
renegotiation of a contract, the Group adjusts the modified carrying
amount of the financial liability and amortises it over the remaining
period of the modified financial liability.

94.1.2.1 Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder
of the contract for a loss it incurs because a specified debtor
fails to make payment when due in accordance with the
original or modified terms of a debt instrument. Subsequent
to initial recognition, financial guarantee contracts that are
not designated as financial liabilities at FVTPL are measured
at the higher of the amount of loss provision and the amount
initially recognized less cumulative amortization amount
determined in accordance with the relevant regulations set
out in Revenue Standard.
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9.4.2 Derecognition of financial liabilities

The Group derecognises a financial liability (or part of it) only when
the underlying present obligation (or part of it) is discharged. Where
an agreement between the Group as borrower and lender is signed to
replace the original financial liability and the contractual terms of the
new financial liability and the original financial liability are substantially
different, the Group derecognised the original financial liability and
recognised the new financial liability.

On derecognition of a financial liability in its entirety or partially, the
difference between the carrying amount of the part derecognised and
the consideration paid (including any non-cash asset transferred or new
financial liability assumed) is recognised in profit or loss for the period.

9.4.3 Equity instruments

Equity instruments are any contract that evidences a residual interest
in the assets of the Group after deducting all of its liabilities. Equity
instruments issued (including refinancing), repurchased, sold or cancelled
by the Group are treated as changes in equity. Changes in fair value of
equity instruments is not recognised by the Group. Transaction costs
related to equity transactions are deducted from equity.

The Group recognises the distribution to holders of the equity instruments
as profit distribution, dividends paid do not affect total amount of
shareholders’ equity.

w
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Derivative instruments including forward foreign exchange contracts, foreign
exchange option contracts, etc. Derivatives are initially measured at fair value

on the signing dates of the relevant contracts and subsequently measured at
fair value.
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Financial assets and financial liabilities are offset and the net amount is
presented in balance sheet when the Group has a legally enforceable right to
set off the recognised financial assets and financial liabilities, and the Group
intends to settle with net amount, or realise the financial asset and settle the
financial liability simultaneously. Otherwise, the financial assets and financial
liabilities will be presented separately in balance sheet and will not be mutually
set off.

»
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When the Group changes the business model to manage the financial assets, all
of the financial assets affected will be reclassified and no financial liabilities
will be reclassified.

The financial assets are reclassified by the Group and are accounted for
prospectively since the date of reclassification (i.e. the first date of the first
reporting period after the business model of which the financial assets are
reclassified by the enterprise is changed).

Where a financial asset at FVTOCI is reclassified as a financial asset at
amortised cost by the Group, the accumulated gains or losses previously
recognised in other comprehensive income are transferred out and the fair
value is adjusted as the fair value at the date of reclassification. The adjusted
fair value is recognised as the new carrying amount, as if the financial asset had
been measured at amortised cost. The reclassification of the financial asset does
not affect the measurement of its effective interest rate and expected credit loss.

»
78 EPATGMASWS | 40 . MTD. INTERIMREPORT 2023



10.

9.8 (’ju: ""?" ""{Lu':
The convertible bonds issued by the Group which contain liabilities and
conversion options, shall be split upon initial recognition and recognised
separately. Of which, conversion options for settlement of fixed amount of
cash or other financial assets in exchange for fixed amount of self-equity
instruments is accounted for as equity instruments.

On initial recognition, the fair value of the liability portion is determined at
current market prices similar to those of bonds without conversion options.
The difference between the overall issue price of convertible bonds and the
fair value of the liability portion shall be taken as the value of the conversion
options of the bondholders to convert the bonds into equity instruments and
recorded in other equity instruments.

In the subsequent measurement, the liability portion of convertible bonds are
measured at amortised cost using the effective interest rate method. The value
of the conversion option divided into equity instruments continues to be retained
in the equity instruments. No loss or gain is incurred when a convertible bond
expires or is converted.

The transaction costs incurred in issuing convertible bonds shall be apportioned
between the liability component and the equity component according to their
respective fair value. Transaction costs related to the equity component are
directly recorded in the equity instruments; transaction costs related to the
liability component are recorded in the carrying amount of the liability and
amortized over the term of the convertible bonds using the effective interest
rate method.
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For notes receivable classified as at FVTOCI, the portion within one year (inclusive)
from the date of acquisition is presented as financing receivables. For details of the
relevant accounting policies, please refer to Notes.
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The Group’s inventories mainly include raw materials, low-value consumables,
works in progress and finished goods, etc. Inventories are initially measured
at cost, which comprises purchase costs, processing costs and other expenses
incurred in bringing the inventories to their current location and condition.
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The actual cost of inventories upon delivery is calculated using the weighted
average method.
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At the balance sheet date, inventories are measured at the lower of cost and net
realisable value. If the net realisable value is below the cost of inventories, a
provision for impairment of inventories is made.

Net realisable value is the estimated selling price of inventories in the ordinary
course of business less the estimated costs to completion, estimated selling
expenses and related taxes. Net realisable value of inventories is determined on
the basis of clear evidence obtained, taking into account the purpose of holding
inventories and the effect of events after the balance sheet date.

Provision for impairment of inventories is made based on the excess of cost
over net realisable value of individual inventory item.

After the provision for impairment of inventories is made, if the circumstances
that previously caused inventories to be written-off no longer exist so that the
net realisable value of inventories is higher than their carrying amount, the
original provision for impairment of inventories is reversed and the reversed
amount is recognised in profit or loss for the period.
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The inventory system is a perpetual inventory system.
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Low-value consumables are amortised using one-off write-off method.
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A non-current asset or disposal group is classified as asset held for sale when the
carrying amount of the asset is recovered principally through a sale transaction
(including an exchange of non-monetary assets with commercial substance) rather
than through continuing use.

Non-current assets or disposal groups held for sale are required to satisfy the following
conditions: (1) an immediate sale can be made under the current conditions according
to the practice of selling such assets or disposal groups in similar transactions; and (2)
it is highly probable that a sale will occur, that is, the Group has made a resolution
on a sale plan and obtained a definite purchase commitment, and the sale is expected
to be completed within one year.

The Group measures non-current assets or disposal groups held for sale at the lower
of carrying amount and fair value less costs to sell. If the carrying amount is higher
than the net amount of the fair value less costs to sell, the carrying amount shall be
written-off to the fair value less costs to sell, the amount written-off is recognised
as an impairment loss of assets and included in profit or loss for the period, and the
provision for impairment of assets held for sale is made simultaneously. Where there
is an increase in the net amount of fair value less costs to sell of non-current assets
held for sale at the subsequent balance sheet date, the amount previously written-off
should be recovered and reversed in the amount of impairment loss recognised for
the assets after being classified as held for sale, and the reversed amou