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Financial Highlights
MBERE

Chaowei Power Holdings Limited and its subsidiaries are pleased to
announce the following financial highlights:

TR B IERER AR R EMB A RMRAS AT
SIS E

Year ended 31 December
BE+-—A=+—HLEE

2010 2009 Change
—E-FF —TTAF 23

RMB’000 RMB’000

AR®TT ARETT
Revenue Wz 3,224,750 2,433,889 32.5%
Gross profit EF 847,701 704,003 20.4%
Profit before taxation R B A v ) 369,918 283,704 30.4%
Profit attributable to owners of the Company 72 BB ARE(L FIE 268,195 201,912 32.8%
Basic earnings per share, in RMB GREERZF (AR 0.31 0.27 14.8%
Proposed final dividend per share in RMB EEER AR E(ARET) 0.080 - -

For the year ended 31 December 2010, the Group’s audited profit AKEHE—FT-—FTFF+_A=+—HILFEL

attributable to owners of the Company amounted to approximately
RMB268.2 million.

Basic earnings per share was RMBO0.31.

The board of directors (the “Board”) of the Company proposed a final
dividend of RMB0.080 per share for the year, which will be subject to
shareholders’ approval of the annual general meeting of the Company
to be held on 26 May 2011 (“AGM”). The transfer books and register of
members of the Company will be closed from 23 May 2011 to 26 May
2011, both days inclusive, during which period no transfer of Shares in
the Company will be registered. In order to qualify for the final dividend
and the right to attend and vote at the AGM, all transfers, accompanied
by the relevant share certificates, must be lodged with the Company’s
share registrar in Hong Kong at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not
later than 4:30 p.m. on 20 May 2011.
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Chairman’s Statement (continued)

EFEHRE(H)

Zhou Mingming JZ 88
Chairman and Chief Executive Officer
FEFTHAEE

Dear Shareholders,

On behalf of the Board of Directors of Chaowei Power Holdings Limited
(“Chaowei Power” or the “Company”, and together with its subsidiaries,
the “Group”), | am pleased to present to the shareholders of the
Company the first annual results of the Group after its initial public
offering on the main board of The Stock Exchange of Hong Kong
Limited in July 2010.

Faced with the deteriorating global warming problems, various
governments and international organisations are increasingly committed
to the development of energy-saving and environmental-friendly
industry. The Chinese Government has actively launched a number of
policies supporting the relevant industries in order to fulfil its target of
reducing the country’s carbon emissions in 2020 to a level 40-50%
below that in 2005. Environmental-friendly electric motor bikes have
emerged as the principal mode of transportation in second- and third-
tier cities in China in view of burgeoning urbanisation and stronger
awareness of the need for environmental protection. According to Frost
& Sullivan, as at 31 December 2009, there were more than 81 million
electric bikes in China. With the inclusion of electric bikes in the Rural
Home Appliances List by the Ministries of Finance and Commerce in a
number of provinces including Shandong, Jiangsu and Hebei in March
2010, we believe the rapid increase in the number of electric bikes will
drive the growth in demand for lead-acid motive batteries.
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Chairman’s Statement (continued)

EFEHRE (H)

In response to market developments, Chaowei Power has endeavoured
to boost its production technology and upgrade its production capacity,
thereby steadily strengthening its competitive advantage. During the
year under review, the new production facilities in Anhui Province has
commenced trial production and the new production facilities in Henan
and Zhejiang Provinces were operational. In line with the Group’s
strategy to expand production capacity, construction of the new
production facilities in Shandong Province has commenced in 2010
with completion expected in the second half of 2011.

Driven by factors such as steady increase in market demand and
gradual expansion in its scale of operations, the Group recorded
robust growth in product sales and attained new record in profit as
demonstrated in its strong results: revenue at RMB3,224.8 million,
a significant increase of 32.5% over 2009; gross profit and profit
attributable to the owners of the Company increased by 20.4% and
32.8% to RMB847.7 million and RMB268.2 million respectively; gross
margins maintained at a healthy level of 26.3%; and basic earnings per
share increased by 14.8% to RMBO0.31.

With Chaowei Power’s successful listing on the Main Board of the
Stock Exchange of Hong Kong Limited on 7 July 2010, the Company
has gained access to international capital markets, which has not only
reinforced our corporate governance structure, enhanced our corporate
and brand image, but has also further strengthened our leading position
within the industry. The funds raised are beneficial to the Group in
accelerating the upgrading of our production capacity and technical
capability, thereby creating sound foundation for the Group to respond
to all challenges and providing a powerful boost for our long-term
development.

With favourable government policies and low penetration rate of electric
bikes in rural areas, it is generally believed that the growth trend of
electric bikes in the PRC would be sustainable. As lead-acid batteries
are the main source of power for electric bikes in the PRC, industry
forecasts estimate that the revenue of lead-acid motive batteries for
electric bikes in the PRC will grow steadily at a compounded annual
growth rate amounting to 24.1% between 2009 and 2011. Looking
ahead, our management team have complete confidence in the
prospects of the lead-acid motive battery market. The Group intends
to continue our vigourous efforts in enhancing production capacity
and technical standards, strengthening operating efficiency, providing
customers with a satisfying product quality and maintaining our
competitive advantages.
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Chairman’s Statement (continued)

EFEHRE(H)

One of the emphases of the “Twelfth Five-Year Plan” of the Chinese
government is the reduction of carbon emission. We believe that it will
serve as an impetus to boost the popularity of electric vehicles as over
30% of China’s 7 billions-plus tonnes of carbon emissions came from
cars. The Group plans to ride on this environmental-friendly bandwagon
by actively strengthening our research and development capabilities
and expanding the scope of our business, seeking opportunities for
potential development in the forthcoming greener era.

Last but not least, on behalf of the Board, | would like to thank our staff
for their dedicated service and contributions and extend my heartfelt
gratitude to our shareholders and business partners for their continued
support and trust. The Group intends to continue our concerted effort
in monitoring the pulse of the market in order to capitalise on the
enormous opportunities of the lead-acid motive battery market and
advance our business development to new heights while bringing long-
term lucrative returns to our shareholders.

Zhou Mingming
Chairman and Chief Executive Officer

PRC, 28 March 2011

ANNUAL REPORT 2010  CHAOWEI POWER HOLDINGS LIMITED

FREFFE+ =T R B E h — A E 2 R
P MAE A S @ 70EMRIREERT - A8
=RREAE  RIFIRREREHESH TR EMHE
B SESEZMA  BEERHE - hERRH
BELSHOECERREE - DDA B R
B

&R AABRKREZTGHRMPIE T ZEHMR
BMEBUARHE - R RORBH SRR
EBEBH —EUROFMNERE « RS EKE
BB MBETISIRE - LIRS N EMT
BHEBEK  EXBERRERNS —SE - B
RS RFF A LR B -

JEEEL
FERITHARE

FE —F——F=A=+/1H



“

Management

D

A,
A

—
A

2
i

I

iscussion
and Analysis
|

=
)54

i)

(L&

a0y
. ¥

AT ]

&
5 .t
//
B -
=
=
S
\
N P&
=
P
—
-
S5
= > »
<



10

Management Discussion and Analysis (continued)
EEENWR D (E)

Established in 1998, Chaowei Power has become one of the leaders
of the lead-acid motive battery market in the PRC after years of
development, with its status recognised by the industry. In 2010, the
Group heralded a new milestone by successfully listed on the Main
Board of The Stock Exchange of Hong Kong Limited with strong
support from investors. The listing has not only fortified our capital
strength, but also enhanced our corporate governance standards and
strengthen our industry-leading advantage. All of these developments
have placed the Group in a better position to being China’s and even
the world’s leading motive battery manufacturer while devoting our best
efforts to reducing carbon emissions on the roads.

Market Overview

During the Climate Summit held in Copenhagen, Denmark in December
2009, various governments and international organisations expressed
concerns on the global warming issue. China’s proposal of its target to
reduce carbon emissions volume in 2020 by 40-50% below its 2005
level at the summit provides an opportunity for the development of the
environmental-friendly energy industry. As one of the countries with
the fastest growing green industries, China has proactively launched
a number of policies supporting energy saving and development of
environmental-friendly industries. These policies together with the focus
of reducing pollution and carbon dioxide emissions proposed by the
“Twelfth Five Year Plan”, provided a springboard for the development
of the environmental-friendly electric bike manufacturing industry. In
addition, with the buoyant development of the PRC economy in recent
years, the electric bike, which are inexpensive and convenient, have

BEB AR —ANNFRL - EBEZFER -
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Management Discussion and Analysis (continued)
EEENWRk D (E)

become one of the principal modes of transportation of residents in
second- and third-tier cities, where income per capita rose significantly
but the transportation network remains not fully developed. On 23
March 2010, the Ministries of Finance, Commerce, and Industry and
Information announced that electric bikes have been included in the
Rural Area Home Appliance Subsidy Programme of ten provinces in
China, including Shandong, Henan and Hubei, where every family
is entitled to a maximum subsidy of RMB260 for each motor bike
purchased. We believe this will significantly increase the future demand
for electric bikes.

According to Frost & Sullivan, the cumulative market size of electric
bikes in the PRC in 2009 was 81.4 million and is expected to further
increase to 114.0 million in 2011. Sales revenue of electric bike batteries
is forecasted to reach US$2.88 billion in 2011 with a compounded
annual growth rate of 24.1% from 2009 to 2011. At present, there are
three types of motive batteries for electric bikes, namely, lead-acid,
nickel-ion and lithium batteries. The lead-acid motive battery is currently
the most technologically mature and reliable. Sealed lead-acid motive
batteries have dominated the electric bike market with a market share
of more than 90% and are expected to remain dominant in the PRC
market in the near future.

Favourable government policies and relative low penetration rate of
electric bikes in rural areas have provided good growth potential for the
industry. With increasing market focus on more environmental friendly
production process and strong customer demand for good quality
batteries, market players with large scale production have high growth
potential.
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Management Discussion and Analysis (continued)
EEENWR D (E)

Business Review

Driven by factors such as rising market demand and gradual expansion
in scale of operations, the Group recorded robust growth in product
sales and attained new heights in overall profitability with excellent
results in terms of revenue, gross profit and net profit.

As the principal product of the Group, motive batteries for electric bikes
are available in 16 different models to cater for different types of electric
bikes, with lead-acid batteries accounting for more than 98% of our
total revenue during the year under review. The Group’s nationwide
sales and distribution network, spanning primary and secondary
markets, provides premier after-sales services encompassing recycling,
repairs and maintenance services of batteries and spare parts supplies
for electric bikes. Our primary market sales are mainly to electric
bike manufacturers, such as Yadea, Byvin and Lima, which are
market leaders, and our secondary market sales are to our dedicated
distributors focused on replacement sales. To satisfy the diversified
demands of customers, the Group deploys its extensive distribution
network to provide enhanced as well as value-added after-sales
services, such as battery repairs and spare parts of electric bikes, in
establishing and enhancing its brand profile. As at 31 December 2010,
the Group had more than 456 distributors throughout the country. In
view of the expectation that the demand for electric bikes will continue
to rise, we have been strengthening our efforts in distribution network
development during the year under review, creating a sales ratio of 6:4
between secondary and primary markets.

The Group’s world-class production facilities are capable of delivering
a diverse range of products on a large scale and with premium
quality. Our production plants are strategically located among clusters
of customers in Anhui, Jiangsu, Henan, Shandong and Zhejiang
Provinces, to provide efficient service to major markets. During the
year under review, commercial production has commenced in the
new facilities in Henan and Zhejiang provinces. The Group’s annual
production capacity of batteries for electric bikes now stands at 33.1
million units, with a healthy average utilisation rate in excess of 85%.
Looking ahead to the future, vibrant demands for electric bikes, our
plant expansion strategy continues as the Board has approved the
investment of a RMB230 million new production facility in Shandong
Province in October 2010, with construction commencing in 2010 and
completion expected in the second half of 2011.

The Group has continued to adopt cutting-edge production
technology and environmental-friendly production methods in
2010 in order to maintain our product quality and to minimise the
impact of battery production on the environment. We have obtained
ISO9001 certification for quality monitoring systems and ISO14001
certification for environmental protection management standards at
all of our production plants. In recent years, the Chinese Government
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Management Discussion and Analysis (continued)
EEENWRk D (E)

has tightened environmental protection policy restrictions within the
industry. It is generally believed that due to the stricter entry barriers
to the industry, sub-standard production capacity will be gradually
phased out. At present, the Group is one of the few manufacturers
that are capable of adopting the enclosed battery formation process
in commercial production, which is a more environmental-friendly
and resource-efficient process that substantially reduces water usage
and discharges of sulphuric acid fumes and waste water. Therefore,
we believe that industry consolidation will be conducive to the overall
business development of the Group.

Shandong Chaowei

There were press articles published in the mainland China since 19
November 2010 alleging that, among others, the blood and urine lead
level of certain residents of Wuiialin village (52 Z#547), Ningyang county
(2[5 8%), Shandong province, where Shandong Chaowei Power Co.,
Ltd. (LERBEEREER A7) (“Shandong Chaowei”), a wholly-owned
subsidiary of the Company, is located, has exceeded normal standards,
and that the incident was caused by the operations of Shandong
Chaowei (“Alleged Incident”).

Established on 11 October 2005, Shandong Chaowei has been
successful in its application for and renewal of all relevant permits and
certificates from time to time. According to a report dated 15 November
2010 issued by the Shandong Provincial Analysis and Test Centre (L
HESHAIE A L), an independent local laboratory, the exhaust fumes
and waste water discharged by Shandong Chaowei had complied with
the Integrated Emission Standard of Air Pollutants (K55 %147 & HE
MUZZ#E) (GB16297-1996) and the Integrated Wastewater Discharge
Standard (57Kk4z A& HERUZ %) (GB8978-1996), respectively.

Although it had not been able to verify the accuracy of the contents of
the related press articles, Chaowei Power, as a responsible enterprise,
has swiftly responded to the Alleged Incident. On the day after the
publication of the press articles, Professor Wang Jia De (T R{E#1%),
an external consultant with extensive knowledge and experience in
environmental protection and occupational health and safety engaged
by the Company and certain members of the standing environment
monitoring team of the Company conducted an on site inspection at
the production premises of Shandong Chaowei to assure that there
was no material environmental issue. The management also demanded
the production facilities elsewhere to conduct testing immediately and
to ensure compliance with relevant environmental protection standards.
In addition, in order to facilitate the follow up work of the relevant
government authorities, on 29 December 2010, we have decided to
suspend the operations of Shandong Chaowei until the Alleged Incident
is properly resolved. As of the date of this annual report, production of
Shandong Chaowei has not yet resumed.
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Management Discussion and Analysis (continued)
EEENWR D (E)

“Foster green energy and perfect human livelihood” is the motto and
a mission of the Group. As part of its normal business operations,
the Group regularly performs routine environmental inspections by a
team comprising approximately 40 staff. The team is responsible for
monitoring compliance with various environmental and occupational
health and safety requirements under the PRC laws and regulations
on a regular basis and providing timely reports and advice to the
management of the Company.

Financial Review

Revenue

During the year under review, the Group’s revenue amounted to
RMB3,224,750,000, rising by 32.5% over RMB2,433,889,000 of 2009,
which was primarily attributable to the buoyant growth in industry
demand and the growth in sales volume of lead-acid motive batteries.
The Group sold approximately 33.3 million units of batteries during
2010 (2009: 26.1 million units).

Gross profit

The Group’s gross profit amounted to RMB847,701,000, representing
an increase of 20.4% over RMB704,003,000 of 2009, which was
primarily attributed to a higher sales volume of lead-acid motive
batteries. By raising the average selling prices of its products, the
Group was successful in shifting part of the pressure from the hike
in lead prices per tonne, from RMB14,000 in 2009 to RMB16,000 in
2010, to our customers, thereby maintaining our gross margin at the
level of 26.3%.

Other income

The Group’s other income for the year amounted to RMB53,605,000,
representing an increase of 290.7% year-on-year, which was mainly
due to Government grants of RMB46,131,000 received during the year.

Distribution and selling expenses

The Group’s distribution and selling expenses for 2010 amounted
to RMB309,285,000, a decrease of approximately 3.9% over
RMB321,906,000 of 2009, which was primarily attributed to the
decrease in advertising expense and transportation cost. For 2010, the
distribution and selling expenses as a percentage of revenue were 9.6%
(2009: 13.2%).

Administrative expenses

The Group’s administrative expenses were RMB116,826,000,
representing a rise of 39.7% over RMB83,652,000 for 2009, which
was primarily attributed to increases in staff expenses. The increase
in administrative expenses was in line with the Group’s business
expansion.
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Management Discussion and Analysis (continued)
EEENWRk D (E)

Research and development expenses

Research and development expenses amounted to RMB51,407,000,
representing a substantial increase of 226.3% over RMB15,754,000
of 2009, which was primarily attributed to the increases in the cost of
research materials and staff as a result of a greater number of research
projects, including research and development in new products.

Finance costs

The Group’s finance costs rose by 116.9% from RMB9,582,000 of
2009 to RMB20,782,000 for 2010, which was primarily attributed to an
increase in interest expenses on our bank borrowings as a result of the
increase in our average bank borrowings, which was also partially offset
by a decrease in interest expenses on finance leases.

Profit before taxation
For the above reasons, our profit before taxation climbed by 30.4% to
RMB369,918,000 (2009: RMB283,704,000).

Taxation

The Group’s income tax expenses for the year increased by 15.8% to
RMB66,787,000 (2009: RMB57,657,000). The relatively low increase
in taxation was mainly due to more profit were contributed by Chaowei
Power Co. Ltd and Anhui Chaowei Power Co. Ltd., the two most
profitable subsidiaries in the Group, whose tax rates were only 12.5%
and 15.0%, respectively, in 2010. The effective tax rate was 18.1%,
representing a decrease of 2.2% over last year.

Profit attributable to owners of the Company

In 2010, profit attributable to owners of the Company amounted to
RMB268,195,000, representing a rise of 32.8% over RMB201,912,000
for 2009.

Liquidity and financial resources

As at 31 December 2010, the Group had net current assets of
RMB981,818,000 (31 December 2009: RMB404,690,000) of which
cash and bank deposits were RMB477,776,000 (31 December 2009:
RMB150,842,000). Total borrowings, including discounted bills, were
RMB443,752,000 (31 December 2009: RMB211,000,000), which were
mainly used to finance the purchases and operation of the Group.
They were denominated in Renminbi, of which RMB102,752,000 bore
interest at fixed rates and RMB167,752,000 were repayable within one
year. The Group adopts centralised financing and treasury policies in
order to ensure the Group’s funding is utilised efficiently and monitors
its interest rate risk in a conservative manner.
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Management Discussion and Analysis (continued)
EEENWR D (E)

As at 31 December 2010, the Group’s current ratio (current assets/
current liabilities) was 2.05 (31 December 2009: 1.79) and gearing ratio
(total borrowings/total assets) was 17% (31 December 2009: 15%).
The Group had sufficient cash and available banking facilities to meet
its commitments and working capital requirements. This strong cash
position has enabled the Group to explore investment and business
development opportunities to expand its market share in China.

Exchange rate fluctuation risk

As the Group’s operations are mainly conducted in China and the
majority of the sales and purchases are transacted in Renminbi, the
Directors of the Company are of the view that the Group’s operating
cash flow and liquidity is not subject to significant foreign exchange rate
risks.

Contingent liabilities
The Group did not have any significant contingent liabilities as at 31
December 2010 (31 December 2009: nil).

Pledge of assets

At the end of the reporting period, certain of the Group’s assets
were pledged to secure banking facilities granted to the Group. The
aggregate carrying amount of the assets of the Group pledged at the
end of each reporting period is as follows:
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Management Discussion and Analysis (continued)
EEENWRk D (E)

Human Resources and Employees’ Remuneration
As at 31 December 2010, the Group employed a total of about 10,403
staff in the PRC and Hong Kong, of which a total of 8,429 employees
were engaged through employment agencies. During the year under
review, the total cost of employees amounted to approximately
RMB187,690,000. The Group sought to further strengthen staff
training by offering focused training programmes and study tours to
management and professional technical personnel, and disseminating
the latest Government policy information on the lead-acid motive battery
industry to all staff. The Group continued to strive for the enhancement
of professional standards and overall qualities of its staff. The Group
also provided competitive salary packages to its staff, encouraging
them to be fully dedicated in their work and to leverage their capabilities
in serving its customers.

Future Development Strategies

Benefitting from the favourable policy related to energy-saving and
emission-reduction under the “Twelfth-Five Year Plan” and the robust
growth trend of the electric bike industry in the PRC, the Group
intends to capture the enormous business opportunities in the market
for environmental-friendly motive batteries. It plans to continue its
development strategy and to strengthen its market leading position.
Summarized below are some of the key strategies:

Production

As a leading electric bike motive battery manufacturer in China, the
Group is well positioned to benefit from the future growth of China’s
electric bike battery market. Therefore, the Group intends to continue
focusing on upgrading its existing production facilities to satisfy market
demand and to capitalise the opportunity to maintain leading position in
term of production and technology.

In response to the challenges brought about by the temporary
suspension of operations of the production facilities of Shandong
Chaowei plant, the Group will look for opportunities to construct new
production lines and to expand the production capacity of the existing
plants through technological upgrades. Concurrently, the Group will
accelerate the pace of completing existing expansion plan and to
explore potential acquisition targets, in order to sustain the overall
production capacity growth and to satisfy customers’ order demand.

Research and development

One of the key emphases of the “Twelfth Five-Year Plan” is carbon
emission reduction which paves the way for development of electric and
hybrid vehicles. The Central Government intends to raise the number of
new energy vehicles to more than one million during the period of the
“Twelfth Five-Year Plan” and to further increase the target to five million
by 2020. In order to achieve such target, the Government may provide
a variety of incentives, such as reduction and exemption of car purchase
taxes and transportation discounts, to owners of electric and hybrid
vehicles. Such policies would create more potential for development of
the environmental-friendly motive battery manufacturing industry.
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Management Discussion and Analysis (continued)
EEENWR D (E)

In view of this development, the Group plans to increase the sales of
motive battery products to electric vehicles and existing electric bikes
by expanding products range. We will continue our collaboration
with a number of well-known universities and research institutes to
develop new lines of products. At the same time, to capitalise on the
sprouting commercial opportunity and to ensure our leadership in the
development of the market, the Group will recruit more senior research
and technical staff and invest in cutting-edge facilities to further
enhance its overall research and development capability.

Brand-building

Given the relatively low penetration rate of electric bikes in rural area,
the Group will continue to expand its existing distribution network in the
secondary market in order to capture its enormous growth potential.
We will extend the reach of our existing distribution network by
increasing market coverage and strengthening our cooperation with our
existing distributors. In addition, we will enhance the brand recognition
of our “Chilwee # /" brand further so as to reinforce and expand our
distribution network. We believes this focused brand-building strategy
will enable our professional image to be readily differentiated and lay a
solid foundation for the Group’s development in the secondary market.

Raw material supplies

Our ability to source quality lead, our primary raw material, at
competitive prices in a timely manner is crucial to our production.
Currently, we seek to minimise any adverse effect which may arise
from any significant fluctuations in the supply, quality and price of lead
primarily through inventory control. In the future, we intend to pursue
strategic cooperation with lead suppliers in order to secure a stable
supply of lead, control our cost of raw materials and enhance our
competitiveness.

The Group believes that the directions for development presented
above will be beneficial in helping us to consolidate our leadership in
the PRC motive battery industry and to achieve our target of becoming
a global leading motive battery manufacturer, while at the same time
striving to the best of our ability to help reduce global carbon emissions.

Jiangxi production plan

On 4 April 2011, Jiangxi Xinwei Power Technology Co., Ltd. (“Jiangxi
Chaowei”), a wholly owned subsidiary of the Company, entered into
a contract (“Contract”), with the government of Shanggao County,
Jiangxi Province (the “Shanggao Government”) to invest and construct
a new production facility in Shanggao County, Jiangxi Province, China.
It is expected that upon the completion of the first phase, Jiangxi
Chaowei will have an annual production capacity of 12 million sets of
electrode plates. The estimated total investment for the first phase is
approximately RMB150 million, which will be funded by internal financial
resources and/or bank borrowings.
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Directors and Senior Management

EENEREEE

Executive Directors

Mr. Zhou Mingming (/B3 8R), aged 42, is the founder of our Group,
the Chairman of the Board, an Executive Director and the chief
executive officer of the Group. Mr. Zhou is mainly responsible for
our Group’s overall strategy planning and investment decisions. Mr.
Zhou received a bachelor degree in chemistry from Hangzhou Normal
University (fi1EREE2FT) in July 1990. Mr. Zhou has over 15 years of
experience in the lead-acid battery industry. Mr. Zhou is the son of Mr.
Zhou Longrui and Ms. Yang Yunfei, both are our Executive Directors.

Mr. Zhou Longrui (&), aged 72, is an Executive Director of
our Group. He is mainly responsible for the overall supervision of the
technical aspects of our production process. Mr. Zhou joined our
Group in January 1998. Mr. Zhou has rich experience in the lead-acid
battery industry gained at our Group and through previous employment.
Early in 1994 and since then, Mr. Zhou published several professional
articles in the field of lead-acid batteries on various magazines such as
Batteries ((Z &), International Power Information (B EIREI1E))
and Power Technologies ((EJR#1iT)), etc. Mr. Zhou was appointed
the vice-chairman of the First Session of Lead-acid Battery Committee
(F—EHBESNEEXEZEE3EEZEE) by China Electrotechnics
Technology Academy (FFBE T T2 <) in August 2008 and a
member of National Lead-acid Battery Standardization Technology
Committee (2 EIHEA T MIZE(LEMTZE B ) in July 2007. He is the
father of Mr. Zhou Mingming and the spouse of Ms. Yang Yunfei, an
Executive Director.

Ms. Yang Yunfei (2 Z7), aged 68, is an Executive Director of our
Group. She is mainly responsible for the management of the Group’s
financial planning. She has been with our Group since January 1998.
Early in 1980 and since then, Ms. Yang worked in several battery
manufacturing factories, responsible for manufacturing or overall
operation of the factories and worked for the preparation of our Group.
Ms. Yang has accumulated rich experience in the lead-acid battery
industry gained at our Group and through previous employment. Ms.
Yang Yunfei is the mother of Mr. Zhou Mingming and the spouse of Mr.
Zhou Longrui.
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Directors and Senior Management (continued)
EEREREEE(HE)

Non-executive Director

Ms. Deng Xihong (B Z4T), aged 46, is a Non-executive Director of
our Group. Ms. Deng is a managing director of Hony Capital and is
responsible for, among other things, overseeing direct investments
and fund raising. Ms. Deng has more than 12 years of experience
in investment banking in the U.S., Hong Kong and China. Prior to
joining Hony Capital, Ms. Deng worked at J.P. Morgan in the areas
of investment banking and equity capital markets. From 2006 to
2007, She served as the executive vice-president of Solarfun Power
Holdings Co., Ltd., a company listed on Nasdaq (ticker: SOLF). Ms.
Deng received a master of science degree in computer science and
technology from the State University of New York at Stony Brook
in December 1989, and a master degree and a bachelor degree in
computer science from Tsinghua University in Beijing in 1988 and in
1985 respectively.

Mr. Ng Chi Kit (R & #£%), aged 38, was appointed as a Non-executive
Director for our Group on 2 December 2010. Prior to the appointment,
Mr. Ng was our Group’s chief financial officer and company secretary.
Mr. Ng holds a bachelor degree in accountancy from the Hong Kong
Polytechnic University in 1997 and is an Associate Member of Hong
Kong Institute of Certified Public Accountants and a Fellow Member
of The Association of Chartered Certified Accountants. Prior to joining
our Group, Mr. Ng worked in the Assurance and Advisory Business
Service Department of Ernst & Young and has been a senior manager
of Ernst & Young since 2004. Mr. Ng has over 10 years of experience
in accounting and auditing.

Independent Non-executive Directors

MR. Wang Jigiang ((E#738), aged 71, is an Independent Non-
executive Director of our Group. Mr. Wang has more than 40 years
of experience in the field of electrochemistry. Before he retired in
December 2008, Mr. Wang has been working in China Electronic
Technology Group Limited’s 18th Research Institute (R BIE F R
£ EBARE+ N\IILAT since October 1962 as a vice chief engineer
and mainly in charge of battery technology development. In addition,
Mr. Wang received various national awards for his expertise on battery
technology, such as the first class award on science and technology
advancement (B2l & —% %) from the Ministry of Information
Technology of the PRC (12 A 2L FEI{E S & 2 5F) on his research
on lithium rechargeable battery technology in October 1999. Mr. Wang
received a bachelor degree in electrochemistry from Fudan University in
1962.
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Directors and Senior Management (continued)
EEREREERE(E)

Prof. Ouyang Minggao (E3885), aged 52, is an Independent
Non-executive Director of our Group. Prof. Ouyang graduated from
the Technical University of Denmark with a doctorate degree in
Engineering in 1993. He worked at Tsinghua University (/&2 A £2) since
1994 at which he held various titles including Ministry of Education
Scholar Chang Jiang Special Professor (35 & & T £ HIE40%)
and supervisor of the National Key Laboratory for Automobile Safety
and Energy-saving Research (TR Z 2 HESEEAREHERET ).
Prof. Ouyang is a Standing Member of the National Committee of the
Chinese People’s Political Consultative Conference (7 B A RIBUA T 7
2B ESEEHKZES). Prof. Ouyang is also an independent non-
executive Director of Sinotruk (Hong Kong) Limited, a company listed
on the main board of the Hong Kong Stock Exchange.

Mr. Lee Conway Kong Wai (Z=/81F), aged 56, is an Independent
Non-executive Director of our Group. Mr. Lee received a bachelor’s
degree in arts from the Kingston University (formerly known as
the Kingston Polytechnic) in London in July 1980 and obtained
his postgraduate diploma in business from the Curtin University of
Technology in Australia in February 1988. Mr. Lee served as a partner
of Ernst & Young for 29 years until 2009 and had held key leadership
positions in the development of such firm in China. Mr. Lee is a member
of the Institute of Chartered Accountants in England and Wales, the
Institute of Chartered Accountants in Australia, the Association of
Chartered Certified Accountants, the Hong Kong Institute of Certified
Public Accountants and the Macau Society of Registered Accountants.
Mr. Lee currently also serves as an independent non-executive director
of China Taiping Insurance Holdings Company Limited, West China
Cement Limited, China Modern Dairy Holdings Limited and Gome
Electrical Appliances Holding Limited, all being companies listed on
the main board of the Hong Kong Stock Exchange, since October
2009, July 2010, October 2010 and March 2011, respectively, and
Sino Vanadium Inc., a company listed on the TSX Venture Exchange in
Canada since October 2009. Mr. Lee has been appointed as a member
of the Chinese People’s Political Consultative Conference of Hunan
Province in China since 2007.

Senior Management

Mr. Gao Xinkun (5 £1#), aged 47, is our vice-president and is mainly
responsible for assisting our Directors in the overall management of our
Group and strategic planning. Mr. Gao received a bachelor degree in
mathematics from Zhejiang Normal University (47T E&5 £F5) in July
1984. Mr. Gao was enrolled as a member of the Chinese Institute of
Certified Public Accountants (FF Bl sE i€ 5HEh <) in January 2000. Mr.
Gao has more than 10 years of experience in financial management.
Prior to joining our Group, Mr. Gao worked as the executive director
and the vice general manager of Tianneng Power International Limited
(ReeEh HEFE AR A F), a company listed on the Main Board of the
Stock Exchange of Hong Kong Limited, from April 2003 to September
2005. Mr. Gao worked as the chief financial officer of Hangzhou
Auto Parts Factory (FN;5EEZ2pF42RR) from September 1999 to
September 2002.
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Directors and Senior Management (continued)
EEREREEEA)

Prof. Chen Tixian (FRE& %), aged 72, is the head of our research and
development department and is responsible for leading the research
activities of our Group. Prof. Chen graduated with a bachelor’s degree
in chemistry and physics from Xiamen University (EF9AZ8) in 1961.
Prof. Chen has over 30 years of experience in the lead-acid battery
industry. Prof. Chen lectured in the chemistry department of Xiamen
University between 1961 and 1989 when he retired as a professor.
Prof. Chen joined our Group in April 2004 and has since held his
current position as the head of the research department of our Group.

Mr. Zhou Mingsong (E83#2) aged 39, is the head of the marketing
department of our Group and is responsible for supervising the
preparation and execution of the annual sales plan. Mr. Zhou graduated
from the Zhejiang Province Jinhua Sales and Marketing College (#7/T
S EMIHER) with a certificate in statistics in July 1993. Since joining
our Group, he has held the several positions in our Group including
production staff, production team leader, deputy chief of the production
department, head of inventory, assistant manager of the after-sales
service department, manager of the after-sales service department,
head of the sales department and deputy general manager of the
marketing department.

Mr. Qian Shunrong (£2)[E28), aged 41, is the head of the production
department of our Group and is responsible for the overall management
of the production department. Mr. Qian completed his junior high
school education in 1985. Mr. Qian joined our Group in 2003 and has
held several positions in our Group including deputy general manager of
Henan Chaowei, head of the supervision and management department
and deputy general manager of the production department.

Mr. Leung Wai Yip (&%), aged 35, was appointed as our chief
financial officer and company secretary, on 2 December 2010. Prior
to joing our group, Mr. Leung was the financial controller and the
company secretary of Tiangong International Company Limited (T
B AR A T), a company listed on the Stock Exchange, from June
2007 to November 2010. Prior to such appointment, Mr. Leung was
an internal auditor of the Swire Group and was previously a manager
with the assurance and advisory business services department of Ernst
& Young, Certified Public Accountants. Mr. Leung graduated with a
Bachelor of Commerce degree from the University of Alberta in Canada
in 1998 and obtained a Master of Business Administration degree from
the Hong Kong University of Science and Technology in 2010. He is a
member of the American Institute of Certified Public Accountants, and
an associate member of the Hong Kong Institute of Certified Public
Accountants.
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Corporate Governance Report
TEERRSE

The Company is committed to achieve high standards of corporate
governance. The Company acknowledges the important role of its
Board in providing effective leadership and direction to the Company’s
business, and ensuring transparency and accountability of the
Company’s operations. The Board sets appropriate policies and
implements corporate governance practices appropriate to the conduct
and growth of the Group’s business.

The Company has adopted the code provisions set out in the Code
of Corporate Governance Practices (the “CG Code”) contained in
Appendix 14 of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”) as its own
code of corporate governance practices. Throughout the year, the
Group has fully complied with all the code provisions set out in the CG
Code other than Code Provision 2.1 as detailed below.

The Board

The Board is responsible for the leadership, control and management
of the Company and oversees the Group’s business, strategic
decision and performances in attaining the objective of ensuring
effective functioning and growth of the Group and enhancing value
to investors. All the directors carry out their duties in good faith and
in compliance with applicable laws and regulations, taking decisions
objectively and acting in the best interests of the Company and its
shareholders at all times. The Board has delegated the authority and
responsibility for implementing business strategies and management of
the daily operations of the Group’s business to the management. The
Board is mainly responsible for developing long term objectives and
strategy of the Group, monitoring operation performance and results,
monitoring performance of the management, establishing dividend
policy and reviewing significant investment plans and decisions. The
Board meets at least four times a year and additional meetings are
held when required to discuss significant events and issues. The
company secretary assists the Chairman in preparing the agenda
for Board meetings. Board meetings are held with at least 14 days’
advance notice, and all Directors would be served with an agenda with
supporting papers at least 3 days before the Board meetings, so as to
ensure that there is timely access to relevant information. The Group
ensures that all the Board members are informed of the Group’s latest
development and thereby assists them in the discharge of their duties.
The Directors may take independent professional advice as and when
appropriate, at the Company’s expense. Minutes of the Board and
Board Committees are taken by the company secretary. Such minutes
of the Board and Board Committees, together with supporting papers,
are open for inspection following reasonable notice by any Director.
Draft and final versions of minutes are sent to all Directors for their
comment and records.

Composition of the Board

The Board currently comprises three Executive Directors (Mr. Zhou
Mingming, Mr. Zhou Longrui and Ms. Yang Yunfei), two Non-Executive
Directors (Ms. Deng Xihong and Mr. Ng Chi Kit) and three Independent
Non-Executive Directors (Mr. Wang Jigiang, Prof. Ouyang Minggao
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Corporate Governance Report (continued)

and Mr. Lee Conway Kong Wai). Biographical details of the Directors
of the Group as at the date of this report are set out on page 19 to 21
of this annual report. Independent Non-Executive Directors account for
more than one-third of the members of the Board. The Independent
Non-Executive Directors come either from the battery industry or
have related professional background, bringing valuable expertise
and experience that promotes the best interests of the Group and its
shareholders. The role of the Independent Non-Executive Directors
is to provide independent and objective opinions to the Board for its
consideration. The Company has received confirmation from each
Independent Non-Executive Director about his independence as set out
in Rule 3.13 of the Listing Rules and continues to consider each of them
to be independent.

Board Meetings

During the year ended 31 December 2010, the Board has held a total
of 8 Board meetings for the main purposes of formulating business
development and prospects of the Group, reviewing and considering
the financial and operating performance.

The attendance records of each director at these 11 Board meetings
are set out below:

EAREAPAREESTZHEINAFHS
19REF21H - BUFRPITESAIGLLERZRN
EFEREN=n2Z— - BUIFRTEFIRA
BHITEIFEREEESR - AAEEERE
BRI EEMB AR - AR S E KRR B

EME - BIFRITEENBERMEESREM
BIYFBNER  At2E - AREEKERE
FBITEERBE EMRRIESASGNRE - B
BB o ERE - I BEER B IEMIT
EERBIAL -

EEgER
BHE-_TZTF+-_A=+—HLFER EF
FERITAHIRESSRR FEERTHE
AEENEBERELITR TR MERUBLE
BRE -

BEERNIIRETESZMNERELENT
Attendance/

Number of
Board Meetings

Name of Director - RE, EEEERIH
Mr. Zhou Mingming [ERABR & 8/8
Mr. Zhou Longrui EgEtR 8/8
Ms. Yang Yunfei HBERLZT 8/8
Ms. Deng Xihong HEait 8/8
Mr. Ng Chi Kit REGEE 110
Mr. Wang Jigiang pas L:itas 6/6@
Prof. Ouyang Minggao BRI5 B = U 6/6@
Mr. Lee Conway Kong Wai EHERE 6/6@

Notes:

(1) One board meeting was held after the appointment of Mr. Ng Chi Kit as a
Director.

(2)  Six board meetings were held after the appointment of Mr. Wang Jigiang,
Prof. Ouyang Minggao and Mr. Lee Conway Kong Wai as Directors.

Chairman and Chief Executive Officer

Code Provision A.2.1 requires the roles of chairman and chief executive
officer to be separate. Mr. Zhou is currently both the chairman of the
Board and chief executive officer of the Company. The Board considers
that the current arrangement facilitates the execution of the Group’s
business strategies promptly and maximizes efficiency of its operation
and is therefore beneficial to the Company and its shareholders as a
whole.
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Corporate Governance Report (continued)
TEERME (H)

Appointment and Re-election of Directors

A person may be appointed as a member of the Board at any time
either by shareholders’ resolutions in general meetings or by resolutions
of the Board. New Directors appointed by the Board as an addition to
the Board during the year are required to retire at the first annual general
meeting following their appointments and new Directors appointed by
the Board to fill a causal vacancy during the year are required to retire
at the first general meeting following their appointments, and in both
cases, the acting Directors will be eligible for re-election at such general
meeting. All Directors are required to retire by rotation at least once
every three years at the annual general meeting, subject to re-election
by the shareholders. All Non-Executive Directors (including Independent
Non-Executive Directors) are appointed for a term of not more than
three years.

Board Committees

The Board has established two Board committees, namely, the Audit
Committee and the Remuneration Committee, for overseeing the
particular aspects of the affairs of the Company. All Board committees
have been established with defined written terms of reference, which
are posted on the Company’s website “www.chaowei.com.hk” and are
available to shareholders upon request. All the Board committees would
report to the Board on their decisions or recommendations made.

All Board committees are provided with sufficient resources to discharge
their duties.

Audit Committee

The audit committee comprises one non-executive Director namely
Mr. Ng Chi Kit and all three independent non-executive Directors of the
Company, namely Mr. Lee Conway Kong Wai (“Mr. Lee”), Mr. Wang
Jigiang, Prof. Ouyang Minggao. Mr. Lee is the Chairman of the audit
committee of the Company. Mr. Lee has professional qualification and
experience in financial matters.

Under its terms of reference, the Audit Committee is mainly responsible
for overseeing the Company’s financial reporting system and internal
procedures, reviewing the financial information of the Company and
overseeing the relationship with external auditors. These include
reviewing and recommending for the Board’s approval the interim
and the annual financial statements; reviewing the external auditors’
independence, objectivity and the effectiveness of the audit process;
and reviewing and recommending to the Board for approval the
external auditor’s remuneration and review of the effectiveness of the
internal control system of the Group.

The committee had one meeting during the year ended 31 December
2010 and one meeting on 25 March 2011 with full attendance. The
meetings were held together with the external auditors of the Company
and the Chief Financial Officer of the Company, to discuss auditing,
internal control and financial reporting matters which include the review
of the interim and annual financial statements.
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Corporate Governance Report (continued)

Remuneration Committee

The Remuneration Committee comprises one Executive Director namely
Mr. Zhou Mingming and two Independent Non-Executive Directors,
namely Mr. Lee Conway Kong Wai and Mr. Wang Jigiang. Mr. Lee
Conway Kong Wai is the Chairman of the Remuneration Committee.
The principal responsibilities of the Remuneration Committee include
making recommendations to the Board on the Company’s remuneration
policy and structure and the remuneration packages of directors and
members of senior management. The Remuneration Committee is also
responsible for establishing transparent procedures for developing such
remuneration policy and structure to ensure that no director or any of
his/her associates will participate in deciding his/her own remuneration,
which remuneration will be determined by reference to the performance
of the individual and the Company as well as market practice and
conditions.

During the year ended 31 December 2010, no meeting of the
Remuneration Committee was held. Subsequently, a meeting of the
Committee was held on 28 March 2011 with full attendance to review
and discuss about the remuneration packages of the Directors and
senior management of the Group.

Details of the remuneration of each director of the Company for the
year ended 31 December 2010 are set out in note 10 to the financial
statements contained in this annual report.

Directors’ Responsibility for the Financial
Statements

The Directors acknowledge their responsibility for preparing the
consolidated financial statements for the year ended 31 December
2010, which were prepared in accordance with statutory requirements
and applicable accounting standards. The reporting responsibility
of the external auditor of the Company on the consolidated financial
statements of the Group are set out in the independent auditor’s report
on pages 41 to 42.

Internal Control

A sound internal control system enhances the effectiveness and
efficiency of operations, ensures compliance with laws and regulations
and mitigates the Group’s business risk. The Board is responsible
for the system of internal control of the Group and reviewing its
effectiveness.

The Board and the Group’s management hold meetings on a regular
basis to review and evaluate the Group’s business operations,
production processes and financial reporting processes in order to
achieve reasonable assurance of the following:
o Effectiveness and efficiency of operations

o Reliability of financial reporting

e  Compliance with applicable laws and regulations
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Corporate Governance Report (continued)
TEERME (H)

To maintain an effective internal control system that helps the Group to
achieve its business objectives and safeguard its assets, the Group has
implemented measures including: (i) establishing written policies and
work flow for major operations and production cycles; (i) having in place
appropriate segregation of duties; (i) setting proper authorization levels
and (iv) establishing an internal audit function for regular monitoring of
the internal control system.

The Board, through the Audit Committee, reviewed the internal control
system of the Group for the year ended 31 December 2010 and
considered that the system of internal control of the Group had been in
place and had been functioning effectively.

External Auditors

The Group’s external auditors are Deloitte Touche Tohmatsu, Certified
Public Accountants. In order to maintain their independence, objectivity
and effectiveness in performing the audit services, the Audit Committee
pre-approved all audit services and discussed with Deloitte Touche
Tohmatsu, Certified Public Accountants the nature and scope of the
audit services.

During 2010, the remuneration paid or payable to Deloitte Touche
Tohmatsu, Certified Public Accountants in respect of audit services
including listing related audit services was RMB8,400,000. The
fees paid or payable to Deloitte Touche Tohmatsu, Certified Public
Accountants for non-audit service, namely internal control review, was
RMB600,000.

Model Code for Securities Transactions

The Company has adopted its own code of conduct regarding
directors’ dealings in the Company’s securities (the “Own Code”) on
terms no less exacting than the required standard set out in the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) contained in Appendix 10 to the Listing Rules. Each
director has been given a copy of the Own Code. Having made specific
enquiry of all Directors, each of them has confirmed that they have
complied with the Own Code and the Model Code throughout the year
ended 31 December 2010.

The Company has also established written guidelines on no less
exacting terms than the Model Code (the “Employees Written
Guidelines”) for securities transactions by employees who are likely
to be in possession of unpublished price-sensitive information of the
Company and/or its securities. No incident of non-compliance of the
Employees Written Guidelines by relevant employees was noted by the
Company during the year under review. The Company will notify the
Directors and relevant employees of any restricted period for dealings in
the Company’s securities in advance.

Investor Relationship and Communication

The Board and senior management recognize the importance of
communication with shareholders and accountability to shareholders.
Annual and interim reports offer comprehensive operational and
financial performance information to shareholders. The Group’s senior
management also maintains close communication with investors,
analysts and the media by other channels including roadshows,
briefings and individual meetings. The Group has set up its own website
http://www.chaowei.com.hk, which is updated on a regular basis, as a
means to provide updated information on the Company to investors.

BTHEFASEARNAREIR R - HEIARE
BEDKL AR RRREETRAENTA - K
SECREEN - HhBRE)TAEE TIERE
MEBERBEEERBYPN TIERIE - ()HFIEES
DT : (B ENELIAIE - RivEILA
AREIREAE - AE B R AR IE R AT o

EXEERERZBeRNAKSEEBE_S—F
FH-A=1T—BLFENAMEZERG - 1A
RRARENNIEERGZE R BRI
B -

SN R BLEM
AREERSNEZ BN SN EGHEIRE o FER
TEEENTT © RIRFSERITERF RSB -
EBMEMY G - BERRB AL EREET
BR7% - B S ETANRE) « BAEIRTT @ ETADTT
R EAT IR R I E R -

R-ZE—ZF  BEIARE(BEEELTHE
SR BN EMNEE « AR AT
R BN & A A R#8,400,0007T » FLEE S ETAIE
) o FEMR S S RTANT TR IETFTERTE (BN EE
EVrgE ) BN EN 2 B8 B A A REK600,000

JC °

ETEEXZNEETA
AARERMEA S EBEEETEER BT
AT AT - HRZBIRLTER LT
RAMSI0RE LT AR EBETESR SN
TR ([REF R ) AT IR - REHLR
BESTUAN—HEE - EREEEFELSTE
ENREE  SLEFERBNAE_T-TF
+- A=t BILEE-EETRY TRIRITE
=78 -

ARRMERATREERARA R IHBHFRA
hEURERERNERETES X SR EHIE
sI([MREE®EES]) - R ZBRETNERRE
SR MEEFE - ARRIWEEIRARE L TE
STREEMEIES c AAREALERARRESDN
REIZXZPBNEEENEHES -

REEBERER
EFERSREEENTERE A BARRE

MEMNEZY - FREFHARS AREREEE
EERVBRANGEEAR - AEENERER
BIEREE  BREENSZERE  fiHE
BEE - DI REENZYEA - AEEDR
AR FHBUk (http://www.chaowei.com.hk) » I
HEH - ERMREERBBBEAARNGHEA
BHHFESE o

—E—TFFR

BEE N R AR A )

27



Directors’ Report
EEERE

The Board is pleased to submit the annual report together with the
consolidated financial statements for the year ended 31 December
2010 which have been audited by the Company’s auditor Deloitte
Touche Tohmatsu, Certified Public Accountants and reviewed by the
audit committee of the Company.

Principal Activities
The principal activities of the Company is the production and sales of
lead-acid motive battery for electric bike markets in China. The principal
activities and other particulars of the subsidiaries are set out in note 44
to the financial statements.

Financial Statements

The profit of the Group for the year ended 31 December 2010 and the
state of the Company’s and the Group’s affairs as at that date are set
out in the financial statements on pages 43 to 111.

Results and Appropriations

The results of the Group for the year ended 31 December 2010 are set
out in the consolidated statement of comprehensive income on page
43.

The Board proposed a final dividend payment of RMB0.080 per share
for the financial year ended 31 December 2010, which will be subject to
approval by Shareholders of the Company at the AGM.

Charitable Donations
Charitable donations made by the Group during the year amounted to
RMB1,699,000.

Property, Plant and Equipment
Details of the movements in the property, plant and equipment of the
Group during the year are set out in note 15 to the financial statements.

Reserves
Details of movements in the reserves of the Group during the year are
set out in the consolidated statements of changes in equity.
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Distributable Reserves

Distributable reserves of the Company as at 31 December 2010,
calculated in accordance with the Companies Law (Cap. 22) (Law 3 of
1961, as consolidated and revised) of the Cayman Islands, amounted
to RMB344,063,000.

Pre-emptive Rights

There is no provision for pre-emptive rights under the Company’s
articles of association and there is no restriction against such rights
under the laws of the Cayman Islands, which would oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.

Share Capital
Details of the movements in share capital of the Company during the
year are set out in note 31 to the financial statements.

Directors
The Directors during the financial year were:

Executive Directors
Mr. Zhou Mingming

Mr. Zhou Longrui

Ms. Yang Yunfei

Non-Executive Directors
Ms. Deng Xihong
Mr. Ng Chi Kit (appointed on 2 December 2010)

Independent Non-Executive Directors
Mr. Wang Jigiang

Prof. Ouyang Minggao

Mr. Lee Conway Kong Wai

Directors will retire by rotation in accordance with the requirement of
the articles of association of the Company and the Listing Rules. The
Non-Executive Directors and Independent Non-Executive Directors are
appointed for periods of three years.

A confirmation of independence has been received from each of Mr.
Wang Jigiang, Prof. Ouyang Minggao and Mr. Lee Conway Kong Wai
and the Company considers each of them is independent pursuant to
the Listing Rules.
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Directors’ Report (continued)
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Directors’ Interests in Shares, Underlying Shares
and Debentures

As at 31 December 2010, the interests of our directors and the
Company’s chief executive in the shares or debentures of the Company
or associated corporations, within the meaning of Part XV of the SFO,
which will have to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and/or short positions which he/she is taken or deemed to have under
such provisions of the SFO) or which will be required, pursuant to
section 352 of the SFO, to be recorded in the register referred to therein
or which will be required to be notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies contained in the Listing Rules, are set
out below:

Interests and short positions in the shares, underlying shares and
debentures of the Company and its associated corporations:

Long positions in the Company

EERKRG HEAROKES
Z R

RIE-ZF+_A=t+—H  HAHEELE
REEBITHRAEBRAEAR T&E1ﬁﬁﬁawﬁl(m
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BN IRPT LS e AR - SRIE ETRRA
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R E| MHE R AR - I RNRPR
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Approximate
percentage of

in the Company/

associated

Name of director Capacity/Nature of interest Number of shares corporations

EREDT

HEEE

MR B REEME RDEE EREBNEI

Mr. Zhou Mingming (1) (2) (“Mr. Zhou”) Interest in controlled corporations 417,000,000 41.48%

B EMNE(TExED B NEL X

Mr. Zhou Longrui (3) Interest in a controlled corporation 72,450,000 7.21%

AR EQ) and interest in spouse
EEE R MBS
Ms. Yang Yunfei (4) Interest in a controlled corporation 72,450,000 7.21%

BERLI(4) and interest in spouse

SRR E s i B
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Notes:

(1) Mr. Zhou is interested in the entire issued share capital of Great State
Investments Limited (“Great State”) and is therefore deemed to be
interested in the 345,585,000 Shares held by Great State.

(2)  Mr. Zhou is interested in the entire issued share capital of Jolly Pride (PTC)
Limited (“Jolly Pride”) and is therefore deemed to be interested in the
71,415,000 Shares held by Jolly Pride. In addition, pursuant to a trust
deed dated 14 June 2010 and entered into between Mr. Zhou and Jolly
Pride in favour of 53 individuals who are employees of our Group (the “Jolly
Pride Trust Deed”), the economic interest of all the Shares which it holds
from time to time shall belong to the said 53 employees. However, other
than the economic interest in the Shares, all other rights as shareholders
(including but not limited to voting rights and right to participate in
shareholders meetings of our Company) shall not be exercisable by the
said 53 employees and shall be exercised by Jolly Pride exclusively. As Mr.
Zhou is the sole director of Jolly Pride, Mr. Zhou also controlls the exercise
of the shareholders rights (other than economic interest) of all the Shares
held by Jolly Pride by virtue of the terms of the Jolly Pride Trust Deed.

(8)  Mr. Zhou Longrui is interested in the entire issued share capital of High Joy
Investments Limited (“High Joy”) and is therefore deemed to be interested
in the 36,225,000 Shares held by High Joy. In addition, as Mr. Zhou
Longrui is the spouse of Ms. Yang Yunfei, pursuant to the SFO, he is also
deemed to be interested in the 36,225,000 shares which Ms.Yang Yunfei
is interested by reason of her being the sole shareholder of Shiny Century
Limited ("Shiny Century”) .

(4)  Ms. Yang Yunfei is interested in the entire issued share capital of Shiny
Century and is therefore deemed to be interested in the 36,225,000 Shares
held by Shiny Century. In addition, as Ms.Yang Yunfei is the spouse of Mr.
Zhou Longrui, pursuant to the SFO, she is also deemed to be interested in
the 36,225,000 Shares which Mr. Zhou Longrui is interested by reason of
him being the sole shareholder of High Joy.

Substantial Shareholders’ Interests and Short
Positions in Shares and Underlying Shares of
the Company

As at 31 December 2010 , so far as the directors were aware, the
following persons have interests or short positions in the shares or
underlying shares of our Company which were required to be disclosed
to the provisions of Divisions 2 and 3 of Part XV of the SFO or, directly
or indirectly, interested in 10% or more of the nominal value of any class
of share capital carrying rights to vote in all circumstances at general
meetings of any member of the Group.
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Interests and short positions in the shares and underlying shares of the — RSB MBI R RS AR
Group:

The Company PiN/NE]
Approximate
percentage of
Name Capacity/Nature of interest Number of shares shareholding
HE B REENE R EE BREAEI
Mr. Zhou (1) (2) Interest in controlled corporations 417,000,000 41.48%
A%EE1)©2) R EE R
Great State (1) Beneficial owner 345,585,000 34.38%
RF(1) BB A
Jolly Pride (2) Beneficial owner 71,415,000 7.10%
ERE(Q) EmA A
Mr. John Huan Zhao (3) Interest in controlled corporations 150,000,000 14.92%
HPBESEAEEQ) R EE R
Chinese Academy of Sciences Holdings Interest in controlled corporations 150,000,000 14.92%
Co., Ltd. (3) R rE R
PEIREREBEELEFRETLFEO)
Employees’ Shareholding Society of Interest in controlled corporations 150,000,000 14.92%
Legend Holdings Limited (3) YR EEE R
BEARIZEAR BRR A AlEE TR = ()
Chinese Academy of Sciences (3) Interest in controlled corporations 150,000,000 14.92%
BB (3) R EE R
Legend Holdings Limited (3) Interest in controlled corporations 150,000,000 14.92%
Bt P8R B R A F1(3) R EE R
Right Lane Limited (3) Interest in controlled corporations 150,000,000 14.92%
R EE R
Hony Capital Management Limited (3) Interest in controlled corporations 150,000,000 14.92%
R EE R
Hony Capital Fund 2008 GP Limited (3)  Interest in controlled corporations 150,000,000 14.92%
R EE R
Hony Capital Fund 2008 GP, L.P. (3) Interest in controlled corporations 150,000,000 14.92%
R EE R
Hony Capital Fund 2008, L.P. (3) Interest in a controlled corporation 150,000,000 14.92%
R EE R
Castle Lead Beneficial owner 150,000,000 14.92%
Cal BEmfEAA
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EEg®RE(E)
Approximate
percentage of
Name Capacity/Nature of interest Number of shares shareholding
#E 513 RRME BB EE BREAEDL
Mr. Zhou Longrui (4) Interest in a controlled corporation 72,450,000 7.21%
JEREIR T E4) and
interest held by spouse
ZEEE S MBS
High Joy Beneficial owner 36,225,000 3.60%
SE S ERERA
Ms. Yang Yunfei (5) Interest in a controlled corporation 72,450,000 7.20%
5 = AL (5) and
interest held by spouse
ZEEE S M B R
Shiny Century Beneficial owner 36,225,000 3.60%
4 EA ERERA
Khazanah Nasional Berhad (6) Interest in a controlled corporation 75,000,000 7.46%
S NE
Teluk Batik Investments (Cayman Islands) Beneficial owner 75,000,000 7.46%
Limited BEHBEAA
Notes: Mt -

(1)

@

Mr. Zhou is interested in the entire issued share capital of Great State and is
therefore deemed to be interested in all the Shares held by Great State.

Mr. Zhou is interested in the entire issued share capital of Jolly Pride and
is therefore deemed to be interested in all the Shares held by Jolly Pride.
Pursuant to the Jolly Pride Trust Deed, the economic interest of all the
Shares which it holds from time to time shall belong to 53 employees of
our Group. However, other than the economic interest in the Shares, all
other rights as shareholders (including but not limited to voting rights and
right to participate in shareholders meetings of our Company) shall not be
exercisable by the said 53 employees and shall be enjoyed by Jolly Pride
exclusively. Mr. Zhou is also the sole director of Jolly Pride.

Castle Lead Limited (“Castle Lead”) is wholly-owned by Hony Capital Fund
2008, L.P. Hony Capital Fund 2008, L.P. is controlled by its sole general
partner, Hony Capital Fund 2008 GP, L.P. Hony Capital Fund 2008 GP, L.P.
is in turn controlled by its sole general partner, Hony Capital Fund 2008
GP Limited. Hony Capital Fund 2008 GP Limited is wholly-owned by Hony
Capital Management Limited, a company owned as to 45% by Legend
Holdings Limited (through its wholly-owned subsidiary, Right Lane Limited)
and 55% by Mr. John Huan Zhao. Legend Holdings Limited is ultimately
controlled and is owned as to 35% by the Employees’ Shareholding
Society of Legend Holdings Limited, 36% by the Chinese Academy of
Sciences (whose interest in Legend Holdings Limited are held through its
wholly-owned subsidiary, Chinese Academy of Sciences Holdings Co.,
Ltd) and 29% by China Oceanwide Holdings Group. Each of Hony Capital
Fund 2008, L.P., Hony Capital Fund 2008 GP, L.P., Hony Capital Fund
2008 GP Limited, Hony Capital Management Limited, Right Lane Limited,
Legend Holdings Limited, Chinese Academy of Sciences, the Employees’
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HiE——fRA % AHony Capital Fund 2008 GP
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2 & ¥ B Hony Capital Fund 2008 GP Limited ©
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Shareholding Society of Legend Holdings Limited, Chinese Academy
of Sciences Holdings Co., Ltd., and Mr. John Huan Zhao is therefore
interested in the 150,000,000 Shares held by Castle Lead pursuant to the
SFO.

(4)  Mr. Zhou Longrui is interested in the entire issued share capital of High Joy
and is therefore deemed to be interested in the 36,225,000 Shares held
by High Joy. In addition, as Mr. Zhou Longrui is the spouse of Ms. Yang
Yunfei, pursuant to the SFO, he is also deemed to be interested in the
36,225,000 Shares which Ms.Yang Yunfei is interested by reason of her
being the sole shareholder of Shiny Century.

(5) Ms. Yang Yunfei is interested in the entire issued share capital of Shiny
Century and is therefore deemed to be interested in the 36,225,000 Shares
held by Shiny Century. In addition, as Ms. Yang Yunfei is the spouse of Mr.
Zhou Longrui, pursuant to the SFO, she is also deemed to be interested in
the 36,225,000 Shares which Mr. Zhou Longrui is interested by reason of
him being the sole shareholder of High Joy.

(6) Teluk Batik Investments (Cayman Islands) Limited is wholly-owned by
Khazanah Nasional Berhad, a public limited company incorporated in
Malaysia which is the investment holding arm of the Malaysia Government.
Khazanah Nasional Berhad is deemed to be interested in the 75,000,000
Shares held by Teluk Batik Investments (Cayman Islands) Limited pursuant
to the SFO.

Arrangements to Acquire Shares or Debentures
Save as disclosed above, at no time during the year was the Company
or any of its subsidiaries, holding companies or fellow subsidiaries a
party to any arrangements to enable a Director of the Company to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

Biographical Details of Directors and Senior
Management

Brief biographical details of the Directors and the senior management
are set out on pages 19 to 22.

Share Options Scheme

The Company adopted a share options scheme on 7 June 2010.
For the year ended 31 December 2010, no option has been granted
pursuant to the Share Options Scheme.
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Directors’ and Controlling Shareholders’
Interests in Contracts

Save as disclosed under the heading “Connected transactions” below
and “Related party transactions” in note 41 to the financial statements,
no Director or controlling shareholder or any of their respective
subsidiaries had a material interest, either directly or indirectly, in
any contract of significance to the business of the Group, to which
the Company, or any of its holding companies, subsidiaries or fellow
subsidiaries was a part, during the year.

During the year, no contract of significance for the provision of services
to the Group by a controlling shareholder or any of its subsidiaries was
made.

Directors’ Service Contracts

No Director of the Company proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company or any
of its subsidiaries, which is not determinable by the employing company
within one year without payment of compensation (other than statutory
compensation).

Purchase, Sales or Redemption of Shares

During the year ended 31 December 2010, neither the Company nor
any of its subsidiaries has purchased, sold or redeemed any of its
securities.

Corporate Governance Practices

During the year ended 31 December 2010, the Company has, so far
where applicable, met the code provisions set out in the Code on
Corporate Governance Practices contained in Appendix 14 of the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (“Listing Rules”) other than code provision A.2.1.
For details, please refer to the paragraph headed “Chairman and Chief
Executive Officer” of the Corporate Governance Report set out on page
24 of this annual report.

Audit Committee

The Company has established an audit committee. For details, please
refer to the paragraph headed “Audit Committee” of the Corporate
Governance Report set out on page 25 of this annual report.
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Application of proceeds from initial Public
Offering

BEXARERAERERR

Proposed Amount Unutilized
application utilized up to amount as at
amount 31 December 2010 31 December 2010
BE-2-2F HE-T-EBF
Eg®A t-A=+t—-A t+=A=t+-~H
x| BEASHE MABASE
RMB’ 000 RMB’ 000 RMB’ 000
ARETR AR®TR ARETR
55% for expansion of production capacity —55% AR EARER 229,680 114,035 115,645
20% for acquisition of other motive batteries —20% RN EME) /)
manufacturers EEER 83,520 - 83,520
10% for enhancement of our research and —10% AR AR EH
development activities e EE) 41,760 34,599 7,161
5% for promotion and strengthening of our brand  —5% B3 R HE & % fnag
migRE 20,880 14,737 6,143
10% for working capital —10%&F2EES 41,760 - 41,760
Total 4=t 417,600 163,371 254,229
Major Customers and Suppliers FEEFRMER

The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers during the financial
year ended 31 December 2010 is as follows:

4.7%/11.3%
15.6%/45.8%

The largest customer/supplier
Five largest customers/suppliers in aggregate

At no time during the year had the Directors, their associates or any
shareholder of the Company which to the knowledge of the Directors
owns more than 5% of the Company’s share capital had any interest in
these major customers and suppliers.

Connected Transactions

Certain related party transactions as disclosed in note 41 to the financial
statements also constituted connected transactions under the Listing
Rules, and are required to be disclosed in accordance with Chapter
14A of the Listing Rules. The following transactions between certain
connected parties (as defined in the Listing Rules) and the Company
have been entered into and/or are ongoing for which relevant disclosure
had been made by the Company in the Prospectus.

One-off connected transactions
No one-off connected transactions occurred after the listing of the
Company.

ANNUAL REPORT 2010  CHAOWEI POWER HOLDINGS LIMITED

FERFRHUEERRE_T—TF+- 7
=+ — BB B PO S B RARER R
rERIT

BREF/HIER
ARRP,/HEREsT

4.7%/11.3%
15.6%/45.8%

REEMA - BEEABEBARBRAE%RIA L
MARBES  WENBBEALHEABRRF
NEFIRERZE T ERP LR A (A

5 e
BERS

B TR R ZRIE LR R B ERER
5 FERERNAMBRERMTNA - BIRE
ETRAEVIAE TUAREE - ETHED (B
RETRA)EARREILTIRS R, SHE
TRE BARRRIZN TR B EREETT
B ARRERBRERAELERRE -

—RERIER 5

ARAR EMERWEETIRERRER S -



Directors’ Report (continued)

E%giﬁd:(nﬁ)

Continuing connected transactions

The following transactions fall under the de minimis provision set forth in
rule 14.A33(3) of the listing rule and is therefore exempt from reporting,
announcement and independent shareholders’ approval.

Exempt Continuing Connected Transactions
Supply of active additives

Chaowei Power Co., Ltd. (“Chaowei Power”), a wholly-owned subsidiary
of the Company and Pufa Power Co., Ltd. (“Pufa Power”), a connected
person of our Company by virtue of Rule 14A.11 (4) of the Listing
Rules, entered into an agreement (“Active Additives Supply Agreement”)
dated 10 June 2010, by which Chaowei Power agreed to supply active
additives to Pufa Power for a term of three years with retrospective
effect from 1January 2010 to 31 December 2012, renewable upon
expiry (subject to compliance with the provisions under the Listing Rules
regarding continuing connected transactions). Pursuant to the Active
Additives Supply Agreement, Chaowei Power will supply active additives
to Pufa Power at a current price of RMB38.46 per pack, excluding
value-added taxes or RMB45 per pack, including value-added taxes
(subject to adjustments which shall not, in any event, be lower than
the price of active additives sold by our Group to Independent Third
Parties), which price is comparable to that of active additives sold to
Independent Third Parties. In view of the above, the Directors consider
that it is fair and reasonable and on normal commercial terms to sell
activities to Pufa Power at a current price of RMB38.46 per pack.

During the year, sales of active additives to Pufa Power amounted
to RMB1,298,000, which was lower than the 2010 annual cap of
RMB1,300,000.

Non-Exempt Continuing Connected Transactions
The following transactions between members of our Group constitute
non-exempt continuing connected transactions of our Company under
Chapter 14A of the Listing Rules by reason of any of the applicable
percentage ratios (other than the profits ratio) being greater than 5%
on an annual basis or the annual consideration being greater than
HK$10,000,000:

Description of transaction Parties

1. Purchase of electrode plates Chaowei Power and Pufa Power

(EEAR)

Chaowei Power and Henan
Yifeng E-bikes

2. Supply of lead-acid batteries

3. Purchase of plastic battery
cases (B ER)

Chaowei Power and Changxing
Xiante
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Directors’ Report (continued)
EEEWmE(E)

Purchase of electrode plates

Chaowei Power and Pufa Power entered into an agreement (the
“Electrode Plates Purchase Agreement”) dated 10 June 2010, by which
Pufa Power has agreed to supply electrode plates to Chaowei Power for
a term of three years with retrospective effect from 1 January 2010 to
31 December 2012, renewable upon expiry (subject to compliance with
the provisions under the Listing Rules regarding continuing connected
transactions). Pursuant to the Electrode Plates Purchase Agreement,
Pufa Power supply electrode plates to Chaowei Power at a price
determined by reference to the lowest average price of lead quoted
on the Shanghai Metals Market (www.smm.cn) and a processing fee
of RMB4,400 per tonne which covers the other costs of Pufa Power,
such as the cost of other raw materials required for the production of
electrode plates (e.g. active additives), labour, water and electricity
and other miscellaneous overhead, machinery depreciation, plus a
reasonable profit margin of Pufa Power. The said processing fee of
RMB4,400 per tonne is calculated by reference to the prevailing market
price of the above components thus will be subject to adjustment (which
shall not, in any event, be higher than the processing fee charged by
other suppliers of electrode plates of our Group who are Independent
Third Parties). The price of electrode plates provided by Pufa Power is
comparable to that provided by Independent Third Parties. In view of
the above, the Directors consider that it is fair and reasonable and on
normal commercial terms to purchase electrode plates from Pufa Power
at such price.

During the year, purchase of electrode plates from Pufa Power
amounted to RMB121,073,000 which is lower than the 2010 annual
cap of RMB121,900,000.

Supply of lead-acid batteries

Chaowei Power and Henan Yifeng Electric Bikes Manufacturing Co.,
Ltd. (“Henan Yifeng E-bikes”), a connected person of our Company by
virtue of Rule 14A.11 (4) of the Listing Rules, entered into an agreement
(the “Lead-acid Batteries Supply Agreement”) dated 10 June 2010,
by which Chaowei Power has agreed to supply lead-acid batteries to
Henan Yifeng E-bikes for a term of three years with retrospective effect
from 1 January 2010 to 31 December 2012, renewable upon expiry
(subject to compliance with the provisions under the Listing Rules
regarding continuing connected transactions).

Pursuant to the Lead-acid Batteries Supply Agreement, Chaowei
Power supply lead-acid batteries to Henan Yifeng E-bikes at market
price which shall not, in any event, be lower than the price of lead-acid
batteries sold by our Group to other Independent Third Parties. In view
of the above, the Directors consider that it is fair and reasonable and
on normal commercial terms to sell lead-acid batteries to Henan Yifeng
E-bikes at such price.

During the year, sales of lead-acid batteries to Henan Yifeng E-bikes
amounted to RMB11,240,000 which is lower than the 2010 annual cap
of RMB12,600,000 for 2010.
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Directors’ Report (continued)

E%giﬁd:(nﬁ)

Purchase of plastic battery cases

Chaowei Power and Changxing Xiante Plastics Co. Ltd. (“Changxing
Xiante”) entered into a contracting agreement (the “Battery Plastic
Cases Purchase Agreement”) dated 10 June 2010, by which Changxing
Xiante has agreed to supply plastic battery cases to Chaowei Power for
a term of three years with retrospective effect from 1 January 2010 to
31 December 2012, renewable upon expiry (subject to compliance with
the provisions under the Listing Rules regarding continuing connected
transactions). Pursuant to the Battery Plastic Cases Purchase
Agreement, Changxing Xiante will supply plastic battery cases to
Chaowei Power at market price which shall not, in any event, be higher
than the price of plastic battery cases sourced by our Group from
Independent Third Party Suppliers. In view of the above, the Directors
consider that it is fair and reasonable and on normal commercial terms
to purchase battery plastics cases from Changxing Xiante at such price.

During the year, purchase of plastic battery cases from Changxing
Xiante amounted to RMB11,213,000, which is lower than the 2010
annual cap of RMB15,000,000.

The Independent Non-executive Directors have reviewed the above
continuing connected transactions of the Group and have confirmed
that these transactions have been entered into:

(i)  inthe ordinary and usual course of business of the Group;

(i) on normal commercial terms; and

@iy in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of the

shareholders of the Company as a whole.

The auditors of the Company have reported to the Directors that during
the financial year:

(i)  the above continuing connected transactions have been approved
by the board of Directors;

(i)  the above continuing connected transactions are in accordance
with the pricing policies of the Company;

(i) the above continuing connected transactions have been entered
into in accordance with the terms of the agreements governing
such transactions; and

(iv) the respective cap amounts set out in the relevant agreements
referred to above have not been exceeded.
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Directors’ Report (continued)
EEEWmE(E)

Compliance with the Deed of Non-competition
Each of Mr. Zhou Mingming, Great State and Jolly Pride (collectively
the “Controlling Shareholders”) has confirmed that for the year ended
31 December 2010, each of them has complied with the deed of non-
competition (“Deed of Non-competition”) dated 7 June 2010 executed
by the Controlling Shareholders in favour of the Company. There has not
been any opportunity in any restricted business (being business which is
or may be in competition with the business of any member of the Group
from time to time) being referred by the Controlling Shareholders to the
Company for the year ended 31 December 2010. The Independent
Non-executive Directors have reviewed the compliance of the Deed of
Non-competition by the Controlling Shareholders for the year ended
31 December 2010 and considered the Controlling Shareholders have
complied with the Deed of Non-competition during the year under
review.

Financial Information Summary
A financial summary of the Group is set out on page 112 of this annual
report.

Directors’ Interests in Competing Business

During the year and up to the date of this annual report, none of the
Directors are considered to have interests in any business which
competes or is likely to compete, either directly or indirectly, with the
businesses of the Group, pursuant to the Listing Rules.

Management Contracts

No contracts concerning the management and/or administration of
the whole or any substantial part of the business of the Company were
entered into or existed during the year.

Sufficiency of Public Float

Based on the information that is publicly available to the Company and
within the knowledge of the Directors of the Company as at the date of
this annual report, the Company has maintained sufficient public float as
required under the Listing Rules.

Auditors

The financial statements for the year were audited by Deloitte Touche
Tohmatsu, Certified Public Accountants who will retire at the conclusion
of the forthcoming annual general meeting and, being eligible, will offer
themselves for re-appointment.

ANNUAL REPORT 2010  CHAOWEI POWER HOLDINGS LIMITED

THFEBNESTRER

AL ~ IRABEKRE (RBERBIR )&
BR BE_FT-TFE+_A=t—HLFE-
BETEENERBRRNERAREEARE
—ZEXNALARYNTHEFRZEBE([THFR
B -BEZZE-ZEF+_A=+—HILFE -
T 5 30 S AR SEBR 1 5% 5 (117 B A1 3R] BENB
EANER BT B AR M BB F R )
MR R IR R E N TARE] » BIIFH
TERCEHNERBERBEE_ZT—TF+-A
=T ALEFEETIEFRBENER - YRR
ZRERNOEFECETTIRFRE -

MBENEE
REBNIHHEERNAFERES112E -

EEREFRENES
RENRBERFERS AN BRESRAA
PE(T B A SR B 7 E e s P A S AT AL A
PP REB A -

EEEYN
Fhy - ARALMARBEBRTMESLHD
ERR HITR IR LR BEMEH -

RAXWRBEE

BEAD AR ARMBEAS AN REAATE
FFHA - BEAFRAE  AAT-HARK LT
RAFRENRADRHRE -

B EEm
REEPBHRREHNXSHNIEE » RS
GEETTEE - HRKERRIBE RS & RE
RIE - WHEEEE -



Independent Auditor’s Report
B ZEE R E

Deloitte.
=2

TO THE MEMBERS OF
CHAOWEI POWER HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the accompanying consolidated financial statements
of Chaowei Power Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
43 to 111, which comprise the consolidated statement of financial
position as at 31 December 2010, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

Directors’ responsibility for the consolidated
financial statements

The directors of the Company is responsible for the preparation and fair
presentation of these consolidated financial statements in accordance
with International Financial Reporting Standards and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as management determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report 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.
We conducted our audit in accordance with International Standards
on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the consolidated financial statements are free
from material misstatement.
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Independent Auditor’s Report (continued)
BYREE®RE (&)

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of
the consolidated financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation of the consolidated financial
statements that give a true and fair view 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 entity’s
internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair
view of the financial position of the Group as at 31 December 2010,
and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong

28 March 2011
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Consolidated Statement of Comprehensive Income

SGEERHERR

For the year ended 31 December 2010
HE_ZT—ZFT-_A=1+—HILHFE

2010 2009
—EB-FF ZETNF
Notes RMB’000 RMB’000
BiaF ARET T ARETIT
Revenue U A 5 3,224,750 2,433,889
Cost of sales B E RN (2,377,049) (1,729,886)
Gross profit E7 847,701 704,003
Other income Hbg A 6 53,605 13,721
Distribution and selling expenses DI MHE R (309,285) (321,9006)
Administrative expenses TERR (116,826) (83,652)
Research and development expenses A (51,407) (15,754)
Other expenses H bR 7 (33,088) 4,177)
Finance costs RE AR 8 (20,782) (9,582)
Gain on disposal of a subsidiary HE—KME R AW - 3,202
Share of profit of an associate DME—REEE R EIFE - (2,1561)
Profit before tax FRAT AT 9 369,918 283,704
Income tax expenses FrisHif = 12 (66,787) (67,657)
Profit and total comprehensive income FRFEREEWABEE
for the year 303,131 226,047
Profit and total comprehensive income AT ARG FIE &
attributable to: SHEWABE :
Owners of the Company ViN/NEIE7 ¥ =N 268,195 201,912
Non-controlling interests FEFEAS RS 34,936 24,135
303,131 226,047
Earnings per share FRAF
- Basic (RMB) — ER(ARETT) 13 0.31 0.27

TR E) DA R A
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Consolidated Statement of Financial Position

e MR R

At 31 December 2010
RZZE—TF+=-A=+—H

2010 2009
—EB-FF ZETNF
Notes RMB’000 RMB’000
k=3 AR%T T ARBT T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BB NERE 15 613,671 364,418
Prepaid lease payments-non-current B EDTE
portion — JERNEREL S 16 67,338 64,899
Investment property wEME 17 9,157 9,904
Deferred tax assets RIEFR IS E = 18 42,097 22,478
Deposits paid for acquisition of property, WEEMIEE - W=
plant and equipment REtE RS 20,451 21,727
Goodwill EES 19 14,956 14,956
767,670 498,382
CURRENT ASSETS REBEE
Inventories T8 20 626,538 470,734
Trade receivables JEUE B IR 21 61,949 19,368
Bills receivable FEW =15 22 593,238 176,330
Prepayments and other receivables TR I8 fe A At E UK
18 23 157,598 84,550
Amounts due from related parties FEUE & 5 kI8 41 264 4,449
Prepaid lease payments-current portion AN HEERIE -
BEAEE > 16 1,478 1,451
Restricted bank deposits ZIRHIERITIERR 24 200 7,861
Bank balances and cash RITEHREIRS 24 477,776 150,842
1,919,041 915,585
CURRENT LIABILITIES REBAE
Trade payables JEHE B BRI 25 353,555 220,159
Bills payable AN 26 & 7,070
Other payables HAbfERTFIR 27 269,805 140,039
Amounts due to related parties FEft B REE 5 I8 41 - 2,071
Income tax payable JE TSR 33,665 29,017
Dividend payable FERTRR B, 14 32,500 -
Provision B 29 79,946 57,539
Bank borrowings-due within one year IRITIEE — —FANHE 30 167,752 55,000
937,223 510,895
NET CURRENT ASSETS REEEFHE 981,818 404,690
TOTAL ASSETS LESS CURRENT HEERRBAE
LIABILITIES 1,749,488 903,072
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Consolidated Statement of Financial Position (continued)

mEBMRRR (8
At 31 December 2010
R_F—FF+_A=+—8

2010 2009
—E-EF —EENF
Notes RMB’000 RMB’000
Wit ARET T AREEF T
CAPITAL AND RESERVES EARRHE
Paid-in capital/Share capital BEEER /IR 31 68,140 210,000
Reserves G 32 1,305,290 470,190
Equity attributable to owners of the Company ~ ANARIZEA AFEIGHEZ 1,373,430 680,190
Non-controlling interests IEIE AR i 2 82,491 47,555
TOTAL EQUITY e 1,455,921 727,745
NON-CURRENT LIABILITIES FkRBERS
Deferred income PEIEWA 28 16,829 17,179
Deferred tax liabilities BRI EE 18 738 2,148
Bank borrowings — due after one year RITIEE — —FE&IE 30 276,000 156,000
293,567 175,327
1,749,488 903,072

The consolidated financial statements on page 43 to 111 were F43EF1EMHB I GEARBREREN-Z

approved and authorised for issue by the board of directors on 28 ——% =/ =+ )\ HE ==t & LIKETE
March 2011 and are signed on its behalf by: W THEERERES
Zhou Mingming Zhou Longrui
JEI B A BER
DIRECTOR DIRECTOR
EF EF

BRENERERART —T-TFERH




Consolidated Statement of Changes in Equity
MERREER

For the year ended 31 December 2010
HE-Z-ZF+-A=+—HILFE

Equity attributable to owners of the Company

ARRERAELES
Equity
Paid-in attributable
capital/ Statutory to non-
share Share surplus Other Retained controlling Total
capital premium reserve reserves earnings Total interests equity
BHEr/ EERR Hit RE FERRR

kx  ROEE 1 1] Bl an  EAEE  AMER
RMBOO0O  RMBOO0  RMBOO0  RMBOOO  RMB'OO0  RMBIOO0  RMB'OOO  RMB00O
ARBTT ARETR ARETT AR%TR ARETT ARETR ARETL ARETR

At 1 January 2009 RZZZNE-A-A 210,000 26,846 57,398 186,697 480,941 32,563 513,504
Acquisition of a subsidiary WE-RNBAR - - - - - 4,962 4,962
Disposal of partial interestina ~ HE—FHBA S

subsidiary = - - 296 - 296 1,987 2,283
Capital contribution fromnon- ~ 3EZRR KR AR HE

controlling shareholders - - 250 - 250 1,000 1,250
Acquisition of additional interest 328 — R It B A AIER

in a subsidiary - - (3.209) - (3.209) 009  (12.301)
Dividend paid to non-controling  [A13EHEAR AR 5RTE Ak

shareholders - - - - - (8,000) (8,000)
Profit and total comprehensive  ERFER 2 EUA

income for the year ks - - - 201,912 201,912 24,135 226,047
Transfer to reserves N - 22,056 - (22,056) - - -
At 31 December 2009 RZZENE+ZA

=t-H 210,000 - 48,902 54,735 366,553 680,190 47,555 727,745

Profit and total comprehensive S RAE K 2 FMAL

income for the year ] - - - - 268,195 268,195 34,936 303,131
Arising on the group REBSEmES

reorganization (210,000) - - 210,000 - - - -
Capitalisation of share premium k{7 & BB AL 50,829 (50,829) - - - _ _ _
lssue of shares HIRH 17311 466,965 - - - 48407 - 484276
Transaction costs attrioutable ~ E/TRIAEIE R SR

to issue of shares - (49,122 - - - (49,122) - (49,122

Dividend declared by 7T MTRHERERAR
BREFRBRLF (‘Zhejang ([BEER] )
Chaowei Power Co., Ltd) EIRARE
(‘Chaowei Power’) (Note 14) (Frsk14)

- - - - 65000 (65000 - (65,000
Contribution from equity holders 355 ABKHE - - - 54,801 - 54,891 - 54,891
Transfer to reserves BAGE - - 29,550 - (29,550) - - -
At 31 December 2010 WZE-TF

+-A=1+-H 68,140 367,014 78,452 319,626 540,198 1,373,430 82,491 1,455,921
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Consolidated Statement of Cash Flows
nv_\ é IE, ﬁ)‘ﬁ % %

For the year ended 31 December 2010
HE_T—ZTFF+-_A=1+—HILFE

2010 2009
—Z-ZF% —TTNEF
Notes RMB’000 RMB’000
Mzt ARETR ARBT T
OPERATION ACTIVITIES KR
Profit before tax BRELAT R 369,918 283,704
Adjustments for: HE
Dividend income from available for AR EREME
sale investments BRBMA = (74)
Interest income FEMA (4,110) (3,653)
Finance costs BB AR 20,782 9,582
Depreciation of property, plant and equipment mE  BERRERTE 40,190 28,534
Depreciation of investment property REMERE 747 747
Impairment loss recognised in respect of property, HIE - BE KRR
plant and equipment REREER 4,344 -
Deferred income arising from sales and leaseback REFAMAEREHE
credited to income AN - (1,400)
Amortisation of prepaid lease payments BNRETIBEH 1,248 988
Loss on disposal of property, plant HENE  BER
and equipment REEE 6,375 642
Share of result of an associate AME—FRBE D AIEE - 2,151
Gain on disposal of a subsidiary HE-FMB ARG - (3,202)
Government grants credited to income AU AMBTREE (350) (126)
Allowance for bad and doubtful debts FIEBERE 1,401 1,413
Allowance for inventories FEEE 2,958 1,754
Operating cash flows before movements in LEELEHRN
working capital mERENE 443,503 321,060
Increase in inventories FEENM (158,762) (221,577)
(Increase) decrease in receivables, deposits and FEWFE - RE REAFA
prepayments (Bm)Ed (521,058) 2,310
Decrease in amounts due from related companies FEWE & A R B 78 1,703
Increase (decrease) in payables, deposits received and ~ FE(T 3018 « EUiES K&
accrued charges EzTERENCRD) 255,651 (54,020)
Increase in provision BB 22,407 12,375
Cash generated from operations BEMERE 41,819 61,851
Income tax paid ERMEH (83,168) (47,916)
Net cash (used in) generated from wEEB(FA)E
operating activities ReFE (41,349) 13,935
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Consolidated Statement of Cash Flows (continued)

FERTRER (B

For the year ended 31 December 2010
BE-Z-THF+-A-1+—BLFE

2010 2009
—E-ZF “EENE
Notes RMB’000 RMB’000
st ARBTR ARETT
INVESTING ACTIVITIES RETE
Purchase of property, plant and equipment BENE  BELEME (282,156) (146,401)
Deposit paid for acquisition of property, WEE - BE KRG
plant and equipment FridiE e (35,528) (21,727)
Purchases of available for sale investment BEHEERE - (28)
Purchases of money market funds BEGEMBAS = (157,000)
Addition to prepaid lease payments BNRERIREM (3,714) (17,072)
Proceeds on disposal of property, mE - BENRE
plant and equipment FTB 3R 3,721 2,723
Proceeds on disposal of available for HEAENERE
sale investments FfSA = 308
Proceeds on disposal of money market funds HEESBTIEESERIE - 257,000
Acquisition of interest in associate N 3 - (10,000)
Acquisition of a subsidiary WE—RWERA 386839 - (50,577)
Disposal of a subsidiary HE—RMBAF - 19,683
Government grants received B R A B = 14,989
Interest received EUHE 4,10 3,653
Dividend received from available for BAEHEREY
sale investments BUREE = 74
Repayment of loans receivable EEFER 2,197 3,876
Advance to related parties BNBEBERFE (95) (1,874)
Repayment from related parties BHEFER 1,919 6,117
Decrease in restricted bank deposits R HIRITEZRD 7,661 111,145
Net cash (used in) generated from BREEE(FTA)G
investing activities ReFHE (301,885) 14,789
FINANCING ACTIVITIES METH
Proceeds from issue of shares BIROAEHIE 484,276 -
Payment of transaction costs attributable to BOTREGERS
issue of new shares PA (49,122) -
Contribution from equity holders ERBA AER 54,891 1,250
New bank borrowings raised nER E’Jfﬁfﬂﬂ% 327,752 445,000
New other borrowings raised MERNEMEE = 100,000
Repayment of bank borrowings | Lfﬁmﬁ“ (95,000) (352,000)
Repayment of other borrowings WELEW B = (183,985)
Dividends paid BEABRE (32,500) (8,000)
Acquisition of additional interest in a subsidiary 12— %MTE’ AR = (12,301)
Interest paid 2HE (20,341) (7,789)
Proceeds on disposal of partial interest in HE—FHBRARLDOES
a subsidiary without losing control CRBREEIE) RS ? B 2,283 -
Advance from related parties BEERZR = 13,376
Repayment to related parties BEBHEERFU (2,071) (38,461)
Repayments of obligations under finance leases EEREHE IETE{E - (12,029
Net cash generated from (used in) financing BEEHE (IR HEEE
activities 670,168 (54,939)
Net increase in cash and cash equivalents B4 RSB INFE 326,934 (26,245)
Cash and cash equivalents at beginning of the year FONRELRELEEY 150,842 177,087
Cash and cash equivalents at end of the year, FERSRASEFEY
represented by bank balances and cash ARITEB R SRR 471,776 150,842
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Notes to the Consolidated Financial Statements

e P RRMEE

For the year ended 31 December 2010
BHE-Z-ZF+-A=+—HI1LFE

General information and basis of
presentation of consolidated financial
statements

The Company was incorporated in the Cayman Islands on 18
January 2010 as an exempted company with limited liability under
the Companies Law of the Cayman Islands and its shares have
been listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the "Stock Exchange”) with effect from 7 July
2010. The addresses of the registered office and principal place
of business of the Company are disclosed in the section headed
“Corporate Information” to the annual report.

The consolidated financial statements are presented in Renminbi
(“RMB”), the currency of the primary economic environment in
which the Company and its subsidiaries operate (the functional
currency of the Company and its subsidiaries). The principal
activities of the Company and its subsidiaries are set out in Note
44,

Adoption of new and revised international
financial reporting standards (“IFRSs”)
In the current year, the Group has applied the following new
and revised Standards, Amendments and Interpretations (“new
and revised IFRSs”) issued by the International Accounting
Standards Board (“IASB”) and the International Financial Reporting
Interpretations Committee (“IFRIC”) of the IASB which are or have
become effective.
IFRS 2 (Amendments) Group Cash-settled Share-based Payment
Transactions
IFRS 3 (as revised in 2008)  Business Combinations

IAS 27 (as revised in 2008)  Consolidated and Separate Financial Statements
IAS 39 (Amendments) Eligible Hedged Items

IFRSs (Amendments) Improvements to IFRSs issued in 2009

IFRSs (Amendments) Amendments to IFRS 5 as part of Improvements to
IFRSs issued in 2008

IFRIC 17 Distributions of Non-cash Assets to Owners

The adoption of the new and revised IFRSs in the current year
has had no material effect on the amounts reported in these
consolidated financial statements and/or disclosures set out in
these consolidated financial statements.
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Notes to the Consolidated Financial Statements (continued)

FEMBRRME (&)
For the year ended 31 December 2010
BE-Z-THF+-A-1+—BLFE

2. Adoption of new and revised international

financial reporting standards (“IFRSs”)
(Continued)

The Group has not early applied the following new and revised
IFRSs that have been issued but are not yet effective:

BRAR 3 5T R 4SS 5T B PR B 7% 3
HEA([EFRTEHREER )
(/&)

AR E IR PR A T ERME MK
AT AR AT B A 3 25 2R o

IFRSs (Amendments)  Improvements to IFRSs issued in 2010 (Except for B B aR A 2Rl —E-TERRHERS
IFRS 3 (revised 2008))" (1B3TA) BRI (AR HBRE
RUEFR(R_TENE
{EETBRAM)"
IFRS 7 (Amendment)  Disclosures - Transfers of Financial Assets® Gl ]| RE - eREEGR
FTHR(BFIR)
IFRS9 Financial Instruments* BB BRERAENSE SMTA
IAS 12 (Amendments) Deferred Tax: Recovery of Underlying Assets BR e EnS10%  EIEHE  BELE
(1B3TA) pdElE
IAS 24 (as revised in  Related Party Disclosures® ReEREMY BEELEBS
2009) (RZZZNEB])
EReEAERS  fHReoE
IAS 32 (Amendment)  Classification of Right Issues® ({BRTX)
EREHHRLREEEE REESERY
IFRIC 14 (Amendment) Prepayments of a Minimum Funding Requirement? ABEREIR) BT
IFRIC 19 Extinguishing Financial Liabilities with Equity BRI BmERE AR T B84
Instruments? ZEEREEI0R SRAE

1 Effective for annual periods beginning on or after 1 July 2010 and 1
January 2011, as appropriate
2 Effective for annual periods beginning on or after 1 July 2010

1 R-ZE—ZTF+A—AR=ZT——F—A—AH
(FiE A ) 3k 2 & s e F E BRI A3
2 RZTE—ZFL B2 EFBNFERM

E23

3 Effective for annual periods beginning on or after 1 January 2011 3 MRZZE——F— A — Bz &RBREFE M
23

4 Effective for annual periods beginning on or after 1 January 2013 4 RZT—=F—A— Bz ZRBEFE R
R

5 Effective for annual periods beginning on or after 1 January 2012 5 KT —F— - Bz EMBNFEER
23

6 Effective for annual periods beginning on or after 1 February 2010 6 ZE-EF A -BRERBNFERRE
w

IFRS 9 Financial Instruments (as issued in November 2009)
introduces new requirements for the classification and
measurement of financial assets. IFRS 9 Financial Instruments
(as revised in November 2010) adds requirements for financial
liabilities and for derecognition.

BB REENESR &M TR (K=
ETNF+—ARMSIATEREEST
NEEMFRE - BRI MRS ERIFE5
[ERTAI(R-_ZT—FF+— A&
NERAERBUEER AT
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Notes to the Consolidated Financial Statements (continued)

mEUBRRNE (8)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

2. Adoption of new and revised international
financial reporting standards (“IFRSs”)
(Continued)

° Under IFRS 9, all recognised financial assets that are within
the scope of IAS 39 Financial Instruments: Recognition and
Measurement are subsequently measured at either amortised
cost or fair value. Specifically, debt investments that are
held within a business model whose objective is to collect
the contractual cash flows, and that have contractual cash
flows that are solely payments of principal and interest on the
principal outstanding are generally measured at amortised
cost at the end of subsequent accounting periods. All other
debt investments and equity investments are measured at
their fair values at the end of subsequent accounting periods.

° In relation to financial liabilities, the significant change relates
to financial liabilities that are designated as at fair value
through profit or loss. Specifically, under IFRS 9, for financial
liabilities that are designated as at fair value through profit or
loss, the amount of change in the fair value of the financial
liability that is attributable to changes in the credit risk of that
liability is presented in other comprehensive income, unless
the presentation of the effects of changes in the liability’s
credit risk in other comprehensive income would create or
enlarge an accounting mismatch in profit or loss. Changes in
fair value attributable to a financial liability’s credit risk are not
subsequently reclassified to profit or loss. Under IAS 39, the
entire amount of the change in the fair value of the financial
liability designated as at fair value through profit or loss is
presented in profit or loss.

IFRS 9 is effective for annual periods beginning on or after 1
January 2013, with earlier application permitted.

The directors of the Company anticipate that IFRS 9 that will be
adopted in the Group’s consolidated financial statements for
financial year ending 31 December 2013 and that the application
of the new Standard may have a significant impact on amounts
reported in respect of the Group’s financial assets. However, it is
not practical to provide a reasonable estimate of that effect until a
detailed review has been completed.

The directors of the Company anticipate that the application of the
other new and revised IFRSs will have no material impact on the
results and the financial position of the Group.
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Notes to the Consolidated Financial Statements (continued)

REMBHERME (&)

For the year ended 31 December 2010

HE—Z

T-TF+ A= +—HILERE

Significant accounting policies

The consolidated financial statements have been prepared on the
historical cost basis and in accordance with International Financial
Reporting Standards. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and by
the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(its subsidiaries). Control is achieved where the Company has the
power to govern the financial and operating policies of an entity so
as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated statement of comprehensive
income from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

When necessary, adjustments are made to the financial statements
of subsidiaries to bring the accounting policies in line with those used
by other members of the Group.

Allintra-group transactions, balances, income and expenses are
eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the equity of the owners of the Company.

Allocation of total comprehensive income to non-
controlling interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance. Prior to 1 January 2010, losses
applicable to the non-controlling interests in excess of the non-
controlling interests in the subsidiary’s equity were allocated
against the interests of the Group except to the extent that the
non-controlling interests had a binding obligation and were able to
make an additional investment to cover the losses.
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Notes to the Consolidated Financial Statements (continued)

REMBRRME (&)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

3. Significant accounting policies (Continued) 3. FESTHBE®w

Basis of consolidation (Continued)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interest in a subsidiary that
do not result in the Group losing control over the subsidiary are
accounted for as equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiary.
Any difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration paid
or received is recognised directly in equity (other reserve) and
attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value
of any retained interest determined at the date when control is
lost and (i) the previous carrying amount of the assets (including
goodwill), and liabilities of the subsidiary and any non-controlling
interests. Where certain assets of the subsidiary are measured at
revalued amounts or fair values and the related cumulative gain
or loss has been recognised in other comprehensive income
and accumulated in equity, the amounts previously recognised
in other comprehensive income and accumulated in equity are
accounted for as if the Group had directly disposed of the related
assets (i.e. reclassified to profit or loss or transferred directly to
retained earnings at the date when control is lost). The fair value of
any investment retained in the former subsidiary at the date when
control is lost is regarded as the fair value on initial recognition
for subsequent accounting under IAS 39 Financial Instruments:
Recognition and Measurement or, when applicable, the cost
on initial recognition of an investment in an associate or jointly
controlled entity.
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Notes to the Consolidated Financial Statements (continued)

REMBHERME (&)

For the year ended 31 December 2010

EES

—E-EE+-AS+—AILEE

Significant accounting policies (Continued)
Business combinations

Business combinations that took place prior to 1
January 2010

Acquisition of businesses was accounted for using the purchase
method. The cost of the acquisition was measured at the
aggregate of the fair values, at the date of exchange, of assets
given, liabilities incurred or assumed, and equity instruments
issued by the Group in exchange for control of the acquiree, plus
any costs directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent liabilities
that met the relevant conditions for recognition were generally
recognised at their fair value at the acquisition date.

Goodwill arising on acquisition was recognised as an asset and
initially measured at cost, being the excess of the cost of the
acquisition over the Group’s interest in the recognised amounts
of the identifiable assets, liabilities and contingent liabilities
recognised. If, after assessment, the Group’s interest in the
recognised amounts of the acquiree’s identifiable assets, liabilities
and contingent liabilities exceeded the cost of the acquisition, the
excess was recognised immediately in profit or loss.

The non-controlling interest in the acquiree was initially measured
at the minority interest’s proportionate share of the recognised
amounts of the assets, liabilities and contingent liabilities of the
acquiree.

Contingent consideration was recognised, if and only if, the
contingent consideration was probable and could be measured
reliably. Subsequent adjustments to contingent consideration were
recognised against the cost of the acquisition.

Business combinations achieved in stages were accounted for
as separate steps. Goodwill was determined at each step. Any
additional acquisition did not affect the previously recognised
goodwill.
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Notes to the Consolidated Financial Statements (continued)

mEUBRRNE (8)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

Significant accounting policies (Continued)
Business combinations (Continued)

Business combinations that took place on or after 1
January 2010

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred by the Group to former owners of the acquiree
and the equity interests issued by the Group in exchange for
control of the acquiree. Acquisition-related costs are recognised in
profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value at the
acquisition date, except that:

e  deferred tax assets or liabilities and liabilities or assets related
to employee benefit arrangements are recognised and
measured in accordance with IAS 12 Income Taxes and IAS
19 Employee Benefits respectively;

e liabilities or equity instruments related to share-based
payment transactions of the acquiree or the replacement of
an acquiree’s share-based payment transactions with share-
based payment transactions of the Group are measured
in accordance with IFRS 2 Share-based Payment at the
acquisition date; and

e assets (or disposal groups) that are classified as held for sale
in accordance with IFRS 5 Non-current Assets Held for Sale
and Discontinued Operations are measured in accordance
with that Standard.
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Notes to the Consolidated Financial Statements (continued)

REMBHERME (&)

For the year ended 31 December 2010
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T-TF+ A= +—BILERE

Significant accounting policies (Continued)
Business combinations (Continued)

Business combinations that took place on or after 1
January 2010 (Continued)

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net of the acquisition-
date amounts of the identifiable assets acquired and the liabilities
assumed. If, after assessment, the Group’s interest in the fair
value of the acquiree’s identifiable net assets exceeds the sum of
the consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the entity’s
net assets in the event of liquidation was initially measured at the
non-controlling interests’ proportionate share of the recognised
amounts of the acquiree’s identifiable net assets.

Where the consideration the Group transfers in a business
combination includes assets or liabilities resulting from a contingent
consideration arrangement, the contingent consideration is
measured at its acquisition-date fair value and considered as
part of the consideration transferred in a business combination.
Changes in the fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted retrospectively,
with the corresponding adjustments being made against goodwill
or gain on bargain purchase. Measurement period adjustments
are adjustments that arise from additional information obtained
during the measurement period about facts and circumstances that
existed as of the acquisition date. Measurement period does not
exceed one year from the acquisition date.

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as equity is
not remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent consideration
that is classified as an asset or a liability is remeasured at
subsequent reporting dates in accordance with IAS 39, or IAS
37 Provisions, Contingent Liabilities and Contingent Assets, as
appropriate, with the corresponding gain or loss being recognised
in profit or loss.
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Notes to the Consolidated Financial Statements (continued)
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For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

Significant accounting policies (Continued)
Business combinations (Continued)

Business combinations that took place on or after 1
January 2010 (Continued)

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to fair
value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in profit
or loss. Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit or loss where such
treatment would be appropriate if that interest were disposed of.

Changes in the value of the previously held equity interest recognised
in other comprehensive income and accumulated in equity before
the acquisition date are reclassified to profit or loss when the Group
obtains control over the acquiree.

If the initial accounting for a business combination is incomplete by
the end of the reporting period in which the combination occurs,
the Group reports provisional amounts for the items for which the
accounting is incomplete. Those provisional amounts are adjusted
during the measurement period (see above), or additional assets
or liabilities are recognised, to reflect new information obtained
about facts and circumstances that existed as of the acquisition
date that, if known, would have affected the amounts recognised
as of that date.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost
less any accumulated impairment loss and is presented separately
in the consolidated statement of financial position.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition.
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Notes to the Consolidated Financial Statements (continued)
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Significant accounting policies (Continued)
Goodwill (Continued)

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually, and whenever there is an
indication that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment before the
end of that reporting period. When the recoverable amount of the
cash-generating unit is less than the carrying amount of the unit,
the impairment loss is allocated to reduce the carrying amount of
any goodwill allocated to the unit first, and then to the other assets
of the unit pro rata on the basis of the carrying amount of each
asset in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill capitalised is included in the determination of
the amount of profit or loss on disposal.

Revenue recognition

Revenue is measured at the fair value of the consideration received
or receivable and represents amounts receivable for goods sold in
the normal course of business, net of discounts and sales related
taxes.

Revenue from sale of goods is recognised when the goods are
delivered and title has passed.

Deposits received from customers prior to meeting the above
criteria for revenue recognition are included in the consolidated
statements of financial position under current liabilities.

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on initial
recognition.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established.
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Notes to the Consolidated Financial Statements (continued)
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For the year ended 31 December 2010
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Significant accounting policies (Continued)
Property, plant and equipment

Property, plant and equipment including buildings held for use in
the production or supply of goods or services, or for administrative
purposes other than construction in progress are stated at cost
less subsequent accumulated depreciation and accumulated
impairment losses.

Depreciation is provided to write off the cost of items of property,
plant and equipment other than construction in progress over
their estimated useful lives and after taking into account of their
estimated residual value, using the straight-line method.

Construction in progress includes property, plant and equipment
in the course of construction for production or for its own use
purposes. Construction in progress is carried at cost less any
recognised impairment loss. Construction in progress is classified
to the appropriate category of property, plant and equipment
when completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences
when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of
the item) is included in profit or loss in the period in which the item is
derecognised.

Investment properties
Investment properties are properties held to earn rentals and/or
for capital appreciation.

If an item of property, plant and equipment carried at cost model
becomes an investment property because its use has been
changed, evidenced by end of owner-occupation. The carrying
amount of the property at the date of transfer is considered as
the deemed cost of the investment property at initial recognition.
Subsequent to the initial recognition, the investment properties are
stated at deemed cost less subsequent accumulated depreciation
and any accumulated impairment losses. Depreciation is charged
S0 as to write off the cost of investment property over its estimated
useful lives and after taking into account its estimated residual
value, using the straight-line method.
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Significant accounting policies (Continued)
Investment properties (Continued)

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use and
no future economic benefits are expected from its disposals. Any
gain or loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the profit or loss in the period in
which the item is derecognised.

Leases

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

The Group as lessor
Rental income from operating leases is recognised in profit or loss
on a straight-line basis over the term of the relevant lease.

The Group as lessee

Assets held under finance leases are recognised as assets of
the Group at their fair value at the inception of the lease or, if
lower, at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the consolidated
statements of financial position as a finance lease obligation.
Lease payments are apportioned between finance charges and
reduction of the lease obligation so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance
charges are charged directly to profit or loss.

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the
lease term on a straight-line basis.

Sale and leaseback transaction that results in a finance lease
continues to recognise the asset at its previous carrying amount.
Any excess of sales proceeds over the carrying amount of sold
assets shall be deferred and amortised over the lease term.
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Notes to the Consolidated Financial Statements (continued)
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For the year ended 31 December 2010
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3. Significant accounting policies (Continued)

Leasehold land and building

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as
to whether substantially all the risks and rewards incidental to
ownership of each element have been transferred to the Group.
Specifically, the minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the building
elements in proportion to the relative fair values of the leasehold
interests in the land element and building element of the lease at
the inception of the lease.

To the extent the allocation of the lease payment can be made
reliably, interest in leasehold land that is accounted for as an
operating lease is presented as "prepaid lease payments” in the
consolidated statement of financial position and is amortised over
the lease term on a straight-line basis. When the lease payments
cannot be allocated reliably between the land and building
element, the entire lease is generally classified as a finance lease
and accounted for as property, plant and equipment, unless it is
clear that both elements are operating leases, in which case the
entire lease is classified as an operating lease.

Foreign currencies

The individual financial statements of each group entity are
presented in the currency of the primary economic environment in
which the entity operates (its functional currency, i.e. RMB).

In preparing the financial statements of the individual entities,
transactions in currencies other than the entity’s functional
currency (foreign currencies) are recorded at the rates of
exchange prevailing on the dates of the transactions. At the end
of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date.
Non-monetary items that are measured in terms of historical cost
in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise.
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Notes to the Consolidated Financial Statements (continued)
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Significant accounting policies (Continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, which are assets that necessarily
take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets, until such time as
the assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is
deducted from the borrowing cost eligible for capitalisation.

All other borrowing costs are recognised in profit or loss for the
period in which they are incurred.

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching
to them and that the grants will be received.

Government grants are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses
the related costs for which the grants are intended to compensate.
Government grants related to depreciable assets are recognised
as deferred income in the statement of financial position and
transferred to profit or loss over the useful lives of the related
assets. Other government grants are recognised as revenue over
the periods necessary to match them with the costs for which they
are intended to compensate, on a systematic basis. Government
grants that are receivable as compensation for expenses or losses
already incurred or for the purpose of giving immediate financial
support to the Group with no future related costs are recognised
in profit or loss in the period in which they become receivable.

Retirement benefits costs

Payments to defined contribution retirement benefits schemes
under the state-managed retirement benefits schemes in
People’s Republic of China (“PRC”) are charged as an expense
when employees have rendered service entitling them to the
contributions.
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Notes to the Consolidated Financial Statements (continued)
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Significant accounting policies (Continued)
Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
statements of comprehensive income because it excludes items
of income or expense that are taxable or deductible in other years
and it further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other assets
and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with such
investments and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against which
to utilise the benefits of the temporary differences and they are
expected to reverse in the foreseeable future.

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 asset to be recovered.

HEE) SRR AR AR

FESHEE@m

I8

FFT 12 754 3 3 15 B HR < 6 08 R R FE T B 7
F o

BIHE A MBI F R ERR B E - i
RERHRANE TN EREMFEERRT A
HHOKIER » T BRBAERTH
AMBAIER - RS 2EBERAT
BAE R - REEE BRI R ERR
SHRARBCEMLER L BEMOHR

sz ==
K

BELERBRGEMBRRANEERE
18 P 10 {2 B 5 6 B BR A3 )8 P PR 0 AR B A
EZHMEREZEER - MERRRY
BEE-REERECHEAE - M
FRERBA BN AR E R ZE - A
BAHREREZE - REERELCHKE
E - WERABERR ST ERER(EHE
BRI B ER B EMSI B B £
WA FERRRA B AT EE - B
SHRAREEENAE -

EEHRBRENANMBAR CREESL
O RESRTH E B ZRERER - MEM AN SR ERES
ZHIE R ER 2 BO LR ERNA R
RAGEEANERIN o ZFRE R 10RE
AR E R ZRHEENEERBEE
ERERABRRTEFNEABDRERZEL
TERT R A] S SR R B R o

EEHBEENRAER SRS HRER
Brimaf o M BAIaE A R AERTEAE
AU El 2 AR E 0 B E - RIEIRUEE RS
BEMRMEE -

—E-TFFER

63



64

Notes to the Consolidated Financial Statements (continued)
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Significant accounting policies (Continued)
Taxation (Continued)

Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end
of each reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would
follow from the manner in which the Group expects, at the end
of each reporting period, to recover or settle the carrying amount
of its assets and liabilities. Deferred tax is recognised in profit or
loss, except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case the
deferred tax is also recognised in other comprehensive income or
directly in equity respectively.

Research and development expenditure
Expenditure on research activities is recognised as an expense in
the period in which it is incurred.

An internally-generated intangible asset arising from development (or
from the development phase of an internal project) is recognised fif,
and only if, all of the following have been demonstrated:

e the technical feasibility of completing the intangible asset so
that it will be available for use or sale;

e the intention to complete the intangible asset and use or sell
it;

e  the ability to use or sell the intangible asset;

e how the intangible asset will generate probable future
economic benefits;

e the availability of adequate technical, financial and other
resources to complete the development and to use or sell
the intangible asset; and

e the ability to measure reliably the expenditure attributable to
the intangible asset during its development.

The amount initially recognised for internally-generated intangible
assets is the sum of the expenditure incurred from the date when
the intangible asset first meets the recognition criteria listed above.
Where no internally-generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in the
period in which it is incurred.

FESHEE @)

IR ()
BEMGEEERBERESREHEER
BEERAAREERAOBTER(RBE) -
REEE AR AERENNTETER
BB BEHBEEREENTE -
R & R4 HARS A ok B - AR M TE 2+
IB] 35 {8 5 L 7 T 1 B M B 2 A P
BHE  REERARBRAER - EWIEL
PIEEERMRERA R EERERER
WIEBEM  EWERT  BEHESR
R A R FMA SR R BB -

UIEEP
R EDOH TN HEEHEER BN -

EHEEMANIFEHCERZE - AhH
H(HMERBENFAERER) EENAEE
EEVEETIARER

o ERMAIITIE EREERE B E M
EREE

e BETHNEFREERFANLESE
=

o (ERRHEENEEMNE

s EBVEERRELLENZNAN

e FAIHABEMEMNEK  UHELHEMERT
RFERERRHERTEE &

o  HRFEHHFEA ETEETEERG
RSB o

RAREENBLEEMVTEANTER
BB EEB RN A L XPTIRHER G
EEREMELMNBRX o M TRERN
MEEANBLEE  ARERAXENEL
IR AN B E R IER o

ANNUAL REPORT 2010  CHAOWEI POWER HOLDINGS LIMITED



Notes to the Consolidated Financial Statements (continued)
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Significant accounting policies (Continued)
Research and development expenditure (Continued)
Subsequent to initial recognition, internally-generated intangible
assets are reported at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same basis as
intangible assets acquired separately.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost comprises direct materials and, where applicable,
directs labour costs and those overheads that have been
incurred in bringing the inventories to their present location and
condition. Cost is calculated using the weighted average method.
Net realisable value represents the estimated selling price less
all estimated costs to completion and costs to be incurred in
marketing, selling and distribution.

Impairment of tangible assets excluding goodwill
At the end of reporting period, the Group reviews the carrying
amounts of its tangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If
the recoverable amount of an asset is estimated to be less than
its carrying amount, the carrying amount of the asset is reduced
to its recoverable amount. An impairment loss is recognised as an
expense immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (cash-generating unit) is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment
loss been recognised for the asset (cash-generating unit) in prior
years. A reversal of an impairment loss is recognised as income
immediately.

Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated statements of financial position when a group entity
becomes a party to the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at
fair value. Transactions costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
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Notes to the Consolidated Financial Statements (continued)
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Significant accounting policies (Continued)
Financial instruments (Continued)

Financial assets

The Group’s financial assets are classified as loans and receivables.
All regular way purchases or sales of financial assets are recognised
and derecognised on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention
in the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums
or discounts) through the expected life of the financial asset, or,
where appropriate, a shorter period to the net carrying amount on
initial recognition.

Interest income is recognised on an effective interest basis for
debt instruments, of which interest income is included in other
income.

Loan and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
trade receivables, bills receivable, other receivables, amounts due
from related parties, restricted bank deposits and bank balances)
are carried at amortised cost using the effective interest method,
less any identified impairment losses (see accounting policy in
respect of impairment loss on loans and receivables below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the
end of each reporting period. Financial assets are impaired where
there is objective evidence that, as a result of one or more events
that occurred after the initial recognition of the financial asset,
the estimated future cash flows of the financial assets have been
affected.
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Notes to the Consolidated Financial Statements (continued)

REMBmRME (H&)
For the year ended 31 December 2010
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3. Significant accounting policies (Continued) 3. FESHBEwm
Financial instruments (Continued) TR E
Financial assets (Continued) SHMEE @)
Impairment of financial assets (Continued) TEEEREEE)
Objective evidence of impairment could include: WERNEBFREE

° significant financial difficulty of the issuer or counter party; or

e  default or delinquency in interest or principal payments; or

° it becoming probable that the borrower will enter bankruptcy
or financial re-organisation.

For certain categories of financial asset, such as trade receivables
and other receivables, assets that are assessed not to be impaired
individually are subsequently assessed for impairment on a
collective basis. Objective evidence of impairment for a portfolio of
receivables could include the Group’s past experience of collecting
payments, an increase in the number of delayed payments in the
portfolio past the credit period of 15 days, observable changes in
national or local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, an impairment loss
is recognised in profit or loss when there is objective evidence that
the asset is impaired, and is measured as the difference between
the asset’s carrying amount and the present value of the estimated
future cash flows discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade receivables and other receivables, where the carrying
amount is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account are
recognised in profit or loss. When a trade receivable and other
receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously
written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
losses was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying amount
of the asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment not
been recognised.

HREE) SRR AR AR

¢« BAARZSYFBEEAMEA
B o

o FEHWIHBRIEHATENR K

o ERATRESBESETHBEEAR -

shE TR 2 2 BE E (FIanEKE 38R
REMEWFHIR)ME - LEERIFERR
BZEERERK —SHETTRER S - Bl
PIEMAAREZ FEE BN BEAEEN
Wiki&hn - AENEERBBI5HMIEL
BEFBBEN  ERBREEFEZZH
HEMEEERNRE LS -

IRBIENATIRNEREENS - §8
EERBERAEECAE  AIRNBERRER
BEEE - WA EREE LR REEBR
MEBMOMAE B RASRERENER

s
= o
Al 7

MBETREERGNREBESEENS
RMEEMNREEIR - EREESHRAK
H o fEWRIRRR SN - HAREE S BB B
R - BERNEOEED SN EDRE
R o BEWE 5 R N B A YR IR AR
AT EE - SR B RRMEE - 2K
[B] 5 BT S5 A OB AT A B aS o

RIREHERAAENEREEN S - ME
ZEREHREB BN - MRE R
BERRMEBBRELNEHAEH - A
FEAEROBEBRNBREE @ HEZE
EXRERERE R NREENS BB ER
R (ERF O SEPK AN o

—E-TFFER

67



Notes to the Consolidated Financial Statements (continued)

REMBHRERME (&)

For the year ended 31 December 2010
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Significant accounting policies (Continued)
Financial instruments (Continued)

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of its liabilities.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or, where
appropriate, a shorter period to the net carrying amount on initial
recognition.

Interest expense is recognised on an effective interest basis.

Financial liabilities

Financial liabilities including bank borrowings, trade payables,
bills payable, other payables and amounts due to related parties
are subsequently measured at amortised cost, using the effective
interest method.

Equity instruments
Equity instruments issued by the group entities are recorded at the
proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive cash
flows from the assets expire or, the financial assets are transferred
and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets.

On derecognition of a financial asset in its entirety, the difference
between the asset's carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income
and accumulated in equity is recognised in profit or loss.
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Notes to the Consolidated Financial Statements (continued)
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For the year ended 31 December 2010
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Significant accounting policies (Continued)
Financial instruments (Continued)

Derecognition (Continued)

On derecognition of a financial asset other than in its entirety
(e.g. when the Group retains an option to repurchase part of
a transferred asset or retains a residual interest that does not
result in the retention of substantially all the risks and rewards of
ownership and the Group retains control), the Group allocates the
previous carrying amount of the financial asset between the part it
continues to recognise under continuing involvement, and the part
it no longer recognises on the basis of the relative fair values of
those parts on the date of the transfer. The difference between the
carrying amount allocated to the part that is no longer recognised
and the sum of the consideration received for the part on longer
recognised and any cumulative gain or loss allocated to it that had
been recognised in other comprehensive income is recognised in
profit or loss. A cumulative gain or loss that had been recognised
in other comprehensive income is allocated between the part
that continues to be recognised and the part that is no longer
recognised on the basis of the relative fair values of those parts.

Financial liabilities are derecognised when the obligation specified
in the relevant contract is discharged, cancelled or expires.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or loss.

Provisions

Provisions are recognised when the Group has a present obligation
as a result of a past event, and it is probable that the Group will be
required to settle that obligation. Provisions are measured at the
directors’ best estimate of the consideration required to settle the
present obligation at the end of each reporting period, taking into
account the risks and uncertainties surrounding the obligation.
Where a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the present
value of those cash flows (where the effect is material).
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For the year ended 31 December 2010
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Key sources of estimation uncertainty

The Group makes estimates and assumptions concerning the
future. Estimates and judgments are continuously evaluated and
are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances. Nevertheless, the resulting accounting
estimates will seldom equal the related actual results. The estimates
and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below.

Estimated impairment of receivables

Trade receivables and other receivables are measured at initial
recognition at fair value, and are subsequently measured at
amortised cost using the effective interest method. Appropriate
allowances for estimated irrecoverable amounts are recognised in
profit and loss when there is objective evidence that the asset is
impaired.

In making the estimates, management considered detailed
procedures have been in place to monitor this risk. In estimating
whether allowance for bad and doubtful debts is required, the
Group takes into consideration the ageing status and the likelihood
of collection. Following the identification of doubtful debts, the
responsible sales personnel discuss with the relevant customers
and report on the recoverability. When there is objective evidence
of impairment loss, the Group takes into consideration the
estimation of future cash flows. The amount of the impairment
loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate.
Where the actual future cash flows are less than expected, a
material impairment loss may arise. As at 31 December 2010, the
carrying amounts of trade and other receivables (net of allowance
for doubtful debts), are approximately RMB 125,219,000 (2009:
RMB72,166,000). Details of movements of allowance for trade
receivables and other receivables are disclosed in Notes 21 and
23 respectively.

Warranty

The Group provides a warranty up to fifteen months on all lead-
acid motive battery products. Under the terms of warranty, the
Group undertakes to repair or replace the battery free of charge in
the event of any malfunctioning within the warranty period.

Estimated costs related to product warranty are accrued at the
time of sale and are based upon past warranty claims and unit
sales history and adjusted as required to reflect actual costs
incurred, as information becomes available.

EEF T RER RN ERRR
AEBH KRR G REE o Eat RH
Bre NEETAE - WIRBEERKEM
AR(BERERIBEATHRREFNAE
TR MEL o A - mUtEESGEE
it REDERTeRBEBERERER -
A ERAN TEMBEENEERE
BENREEFEERNIR ZEREAR MG
FERRRE AT

At RRE

ML 55 AR AR L A P ORI I A B R
BIRATENE - HEUERN LR
BRAFE - WEEBRBBRAENR
B - B A M BRI
f# -

EEE AR EEEZRARERER
BEFMRER - HETREERRIBRERER
HE - AREEERERERLRKEE T8
Mo FEYMRRE  TEHEABRIEH
BFRETHR - MRETREIER - MG
REEBRRARLRBEBE  ~AEEZE
BT ARKBEESRE - REBESHEIELSE
REEREZSHEERTERAXREMN
HETARRBE S RERA(TRERARBERLN
RREEBE)NERE - WEBRKRKB SR
SOREHE  EEAFARERE -
R-_ZE—ZTF+_A=+—8 EKZS
AR 3% I EL At JE AR SR B A BR B (F1 Bk R AR 98
)M A AR125219,000L( —EZT 1
F: AR¥72,166,0007T) ° [EUE ZEER
K E A FEUGRIE BB E B FFHIB 2 R K
FT21 M23IHFE -

RAE
AEBRAA RS HELEMRRES
EASMEARRE - RIBHRE G HELR
REHAHBEIRETR - AEBAG
REBERFHREN

E m R E AR O R AR B E R TR LR
HEHBRBEABERERRLEMHEEE
WHABRSERNBERT » ELEREL
HE - ARBRERBRARA o

ANNUAL REPORT 2010  CHAOWEI POWER HOLDINGS LIMITED



Notes to the Consolidated Financial Statements (continued)

REMBRRME (&)
For the year ended 31 December 2010
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Revenue and segment information

The Group is principally engaged in the manufacture and sales
of motive batteries. The Group’s revenue represents the amount
received and receivable for sale of motive batteries during the
year.

IFRS 8 requires operating segments to be identified on the basis of
internal reports about components of the Group that are regularly
reviewed by the chief operating decision maker in order to allocate
resources to segments and to assess their performance. The
information reported to the executive directors of the Company,
who is the Group’s chief operating decision maker for the purpose
of resource allocation and assessment of performance, does
not contain profit or loss information of each product line and
the executive directors reviewed the gross profit of the Group
as a whole reported under the relevant accounting policies and
financial regulations in the PRC (the “PRC GAAP”), which has no
any significant differences as compared with gross profit reported
under IFRS. Therefore, the operation of the Group constitutes one
single reportable segment. Accordingly, no operating segment is
presented.

Most of the external revenues of the Group during the year are
contributable to customers established in the PRC, the place of
domicile of the Group’s operating entities. Meanwhile, the Group’s
non-current assets are all located in the PRC.

No revenues from a single external customer amount to 10
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percent or more of the Group’s revenue during the year. EFBKRABD Z AL
An analysis of revenue by products is as follows: WAREmMmA T -
2010 2009
—E-EF —EENF
RMB’000 RMB’000
AR®T ARHEEF T
Lead-acid motive batteries for electric bikes BHATERMEE N EMD 3,164,182 2,335,835
Lead-acid motive batteries for electric cars and B 8/ FA$AEL S /) B 5t %
storage batteries FEREE Y 14,829 5,752
Materials include lead and active additives MR (B IESS MR YD) 45,739 92,302
3,224,750 2,433,889
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6. Other income 6. Hfulg A
2010 2009
—2-25& -—TEIAF
RMB’000 RMB’000

AR®TR ARET T

Government grants TRAT#E BD
— grants related to income (Note) — B AREBEH/HE
CiEd) 46,131 6,970
— grants related to assets (Note 28) — MEERBENFEE
(Ki&E28) 350 126
Interest income LB U A 4,110 3,653
Dividend income from available for sale A EREREMA
investments = 74
Insurance compensation REREE(E 11 80
Rental income Ee A 1,200 480
Others Eo 1,803 2,338
53,605 13,721
Note: Government grants include various government subsidies received by the HIZE - B B B IS 2 E BT R M A A R A 7
Company’s subsidiaries from relevant government bodies in connection BB RSER SRR - SUERHR - BRI
with enterprise expansion, technology advancement, environmental S (b 2 EE am B F M) 2 TR BUTRE
protection measures enhancement and product development.
7. Other expenses 7. Hpix
2010 2009
—E-FF “ETNF
RMB’000 RMB’000

AR¥TR ARBTT

Listing expenses aiil=ha 13,466 -
Exchange loss PE 5 18 5% 5,837 -
Loss on impairment of property, plant and Y - BB MR ERRE
equipment (Note) &5 (P EE) 4,344 -
Loss on disposal of property, HEME - BEMEEN
plant and equipment E51E 6,375 642
Depreciation of investment property HEMENITE 747 747
Others Hih 2,319 2,788
33,088 4177
Note: During the current year, one of the Group’s subsidiaries changed Mt - RARER - RNEE—RMEQ RIEEH 5
its business model and related equipments with carrying amount of =X - BREEL AR 4,344,000 T AE B RR 18
approximately RMB4,344,000 were fully impaired. ZEURE °
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8. Finance costs 8. WEMRAK
2010 2009
—EB-FF ZETNF
RMB’000 RMB’000
ARET T ARETIT
Interest expenses on: FBHRX
Bank borrowings wholly repayable within five AR RAFRNEHEER
years RITEE 20,782 7,615
Other borrowings wholly repayable within five AR AFABHEEN
years HEfg & = 141
Finance leases MEME = 1,826
20,782 9,582
9. Profit before tax 9. PBRBiAIFIE
Profit before tax has been arrived at after charging (crediting): BrEATFEE 1k (GEA) THISIHE ¢
2010 2009
—EB-FF —ETRF
RMB’000 RMB’000
ARET T ARETIT
Wages and salaries ITENHS 111,504 159,882
Retirement benefits scheme contributions RIREFIET IR 4,296 5,031
Labour cost (Note) BT (MIEE) 71,890 -
Total staff costs B T4 4258 187,690 164,913
Cost of inventories recognised as expense BRARTMFERA 2,377,049 1,729,886
Allowance for trade receivables JEUWE 5 RN 714 2,466
Allowance for (reversal of allowance for) H oAt e U GRIE B
other receivables (BEEHEE) 687 (1,053)
Allowance for inventories FERE 2,958 1,754
Amortisation of prepaid lease payments TE & SRR 1,248 988
Auditors’ remuneration 1% EREM B < 1,937 544
Depreciation of property, plant and equipment M BB LR EITE 40,190 28,534

Note: During the current year, the Group entered into labor dispatch
agreements with several service organisations, and some of the former
employees of the Group are employed by these service organisations and

provide service to the Group.
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10. Directors’ emoluments
Details of emoluments paid by the Group to the directors of the

10.

EEME

AEBRFARARRBES N

Company during the year are as follows: 1B -
2010 2009
—E-FF —ETNF
RMB’000 RMB’000
AR¥T T ARBETIT
Executive directors WiITESR
— Salaries and other allowances — E& RHAERL 1,023 648
— Performance bonuses — RIREA - -
— Retirement benefits scheme contributions — RIREFIE B 4 4
Non-executive directors EMITES 117 -
Independent non-executive directors B IEMITES 300 -
1,444 652
Executive directors WITES
Mr. Zhou Mingming JERARR S A 421 288
Mr. Zhou Longrui FEREm L 264 174
Ms. Yang Yunfei S =R T 342 190
Non-executive directors EWMITES
Ms. Deng Xihong =4zt 100 -
Mr. Ng Chi Kit REGESE 17 -
Independent non-executive directors B EMITES
Mr. Wang Jigiang pasti A bty 100 -
Prof. Ouyang Minggao B 5 BA = 100 -
Mr. Lee Conway Kong Wai THRERE 100 -
1,444 652
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For the year ended 31 December 2010
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11. Emoluments of the five highest paid
individuals
The five highest paid individuals of the Group during the year,
included three directors (2009: three directors), details of their
emoluments are set out above. The emoluments of the remaining
two individuals for the year (2009: two individuals) are as follows:

1. EBEREFALHEE

FAARBENLEREHFALERE=S
ER(CETNF: =REF) HBEF
BEREX - FR - HBTIMBEAL(ZTE
NEF - MBADIOBSOT :

2010 2009
—g-8F —TTnF
RMB’000 RMB’000

AR®T ARETTT

Salaries and other allowances e R EAMERL 948 479
Retirement benefits scheme contributions RIREFIFT IR 9 8
957 487
The above employees’ emoluments were within the following FitEEMESEATEHE :
bands:
Number of individuals
ATEE
2010 2009
—E-EF —ETNF
Nil to HK$1,000,000 = 21,000,000/ 7T 2 2

During the year, no emoluments were paid by the Group to the
directors of the Company or the five highest paid individuals as an
inducement to join or upon joining the Group or as compensation
for loss of office. None of the directors of the Company waived
any emoluments during the year.

FA - AEBYERNARREERERR
BHALTINME - ERIMAIRIMAR
SERNEBSIERBEE - FR 0 HBE
AAREERREMNHE -

BEEBNERERAE —T-TFEFH
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12. Income tax expenses

12. FiSHiBx

2010 2009
—E-EF —ETNEF
RMB’000 RMB’000
ARBT T AREFT
The charge comprises: S HBIE
PRC current income tax R B BN ER AT 1S A 87,816 62,026
Deferred tax (Note 18) EIERIE (MI5E18) (21,029) (4,369)
66,787 57,657

Under the Law of the People’s Republic of China on Enterprise
Income Tax (the “EIT Law”) and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25% from 1
January 2008 onwards. On 26 December 2007, the EIT Law’s
Detailed Implementation Rules and the details of the transitional
arrangement were promulgated. They contemplate various
transition periods and measures for previous preferential tax
policies, including a grace period of a maximum of 5 years until
2012 for the enterprises which were entitled to a lower income tax
rate under the previous tax law and continued implementation of
preferential tax treatment with a fixed term until the expiration of
such fixed term. In addition, the EIT Law provides that qualified
dividend income between two “resident enterprises” that have
a direct investment relationship is exempted from income tax.
Otherwise, such dividends will be subject to a 5% to 10%
withholding tax under the tax treaty or the domestic law.

Pursuant to the approval of the Zhejiang State Tax Bureau,
Chaowei Power which became a foreign investment enterprise
in 20086, is exempted from paying PRC income tax for two years
starting from the first profit-making year followed by a 50%
reduction in income tax rate in the next three years. Chaowei
Power commenced its first profit-making year in 2006 and
accordingly, the applicable income tax rate for the year was 12.5%
(2009: 12.5%).

In accordance with the “Notice of the State Tax Bureau of the
Ministry of Finance Regarding Certain Preferential Treatment
Policies on Enterprise Income Tax”, New and High Technical
Enterprise was subject to income tax at a tax rate of 15%. &
BB ERBMR AT (Anhui Chaowei Power Co., Ltd.) (“Anhui
Chaowei”) was recognised as New and High Technical Enterprises
on 11 November 2009 for 3 years in accordance with the
applicable enterprise income tax law of the PRC and was subject
to income tax at a tax rate of 15% from 2009 to 2011.
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12. Income tax expenses (Continued)
TIEBEERAR AR (Jiangsu Chaowei Power Co., Ltd.)
(“Jiangsu Chaowei”) was recognised as New and High Technical
Enterprises on 13 June 2010 for 3 years in accordance with the
applicable enterprise income tax law of the PRC and was subject
to income tax at a tax rate of 15% from 2010 to 2012.

Other subsidiaries established in the PRC were subject to income
tax rate of 25% for the year ended 31 December 2010 (2009:
25%). The Company and its subsidiaries incorporated in British
Virgin Islands (“BVI") and Hong Kong had no assessable profits
since their incorporation.

The income tax expense for the year can be reconciled to the
profit before tax per the consolidated statement of comprehensive
income as follows:

12. T8 HBA X @

—E-ZEFERA+TZ=R  IHBEEBERAE
[RAR(NT#BE ) BRERSDIHRHRE
X=F  REBERANPEEEMEREL
H-Z-—ZFE_T—_F  R15%HF
BB EGNTIA -

BHE-_ZT-ZTF+-_A=+—HILFE
T AP B B SZ Y B A B B 2 B O P AS B A 2K
R25%(ZTZNEF : 25%) « ARAR LHR
AEEARRE((RBEAREE D RE
AEMARZKE QR - B MK
WRERTLAE -

FANAESHAXREERAZERER
R R A BRI T -

2010 2009
—E-2F ZETNF
RMB’000 RMB’000
AR%ET T ARETIT
Profit before tax B A A1 369,918 283,704
Tax at the applicable income tax rate of 25% RERMEHRE25%
HENEIE 92,480 70,926
Tax effect of income tax credit granted to a m— KB ARRER
subsidiary in research and development R EHREEN
expenditure Mg (6,426) (1,969)
Tax effect of expenses not deductible OB -aE ok b -2 7,001 2,233
Effect of tax exemption and preferential tax rates  FHIEEA % S (B2 T K ¥
on income of certain subsidiaries ETWERRRAR L (26,268) (13,533)
Income tax expense for the year FREHREY 66,787 57,657

The details of deferred tax for the year are set out in Note 18.

HREE) SRR AR AR

FRRETH B BRHNHFE18

—E-TFFER
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Notes to the Consolidated Financial Statements (continued)

FEMBRRME (&)
For the year ended 31 December 2010
BHE-Z-TF+-A-+—BLEFE

13. Earnings per share 13. BREF|
The calculation of the basic earnings per share attributable to the KA AR GIRERZF THIRE
owners of the Company is based on the following data: LATEERTE -
2010 2009
—E-FF —ZETNF
RMB’000 RMB’000

AR¥TR ARETTT

Profit for the year attributable to owners of KAEHEB AFEM
the Company FRFE 268,195 201,912
2010 2009
—E-EF —EENEF
’000 000
T Fix
Weighted average number of shares I IR 874,179 750,000
The weighted average number of ordinary shares for the purpose MAEERERZRFME - NEFH LB
of calculating basic earnings per share has been determined on BEENEERENARARRARNEEEAR
the basis that the ordinary shares of the Company issued upon the MBETHEBRENR_FZENF—A—H
Group’s reorganisation have been in issue on 1 January 2009 and BT AREBIBRNM ST ARER =
749,900,000 ordinary shares issued pursuant to the capitalisation —ZEF+ At HTERHERNEBEITMmEST
issue completed on 7 July 2010 as disclosed in Note 31 have #7749,900,000% & AR VE H 38 M 14 T EE -
been adjusted retrospectively.
No diluted earnings per share is presented as the Company did MEZ2GREERT  REARAFTRN
not have potential ordinary shares outstanding during the both MEF R M R T B LR -

years.
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Notes to the Consolidated Financial Statements (continued)

mEMBHERME ()

For the year ended 31 December 2010
HE-ZT-ZTHE+-A-+—BLEE

14. Dividend 14. R B
On 5 March 2010, Chaowei Power declared dividend in the —E-ZF=ZFAHAB - BAERAEER
total amount of RMB65,000,000 to its then owners, in which WE AT K% % AR 65,000,000 7T
RMB32,500,000 was paid on 8 April 2010. The dividend payable AR B - Hr AR % 32,500,000 2 R
by the end of 31 December 2010 amounting to RMB32,500,000 —E-TFENANHKNMN - BE-_ZT—
was paid on 12 January 2011. TFT A=+ —HLEENBREARE
32,500,000t ER = ——F—F+=H
AT
A final dividend of RMB8.0 cents per share in respect of the year FEEZ BEBER_ZT—ZF+_-A
ended 31 December 2010, based on 1,005,290,000 shares as =+—H%1,005,290,000/ %1 * BEZE
at 31 December 2010, has been proposed by the directors and —E-EF+ A=t It FERNKH
is subject to the approval by the shareholders in the forthcoming B FRA RS0 » ZESBBERE
annual general meeting. BITORRIBFE RS LB RIE ©

BEBIEBRERAR —T-THEFR




Notes to the Consolidated Financial Statements (continued)

FEMBRRME (&)
For the year ended 31 December 2010
HE-Z-TF+-_A-1+—BLFE

15. Property, plant and equipment 15. Y13 - BMERZE
Furniture,
Plant and Motor fixtures and Construction
Buildings machinery vehicles equipment in progress Total
& BE

BT HBEREES RE KERRRE ERIE st
RMB'000 ~ RMB'000  RMB'O00 ~ RMB'000  RMB'000  RMB'000
ARBTR ARBTR ARETR ARETR ARETT ARETR

COST A
At 1 January 2009 RZEZNE—A—H 122090 108,422 4930 17,922 13077 266,441
Additions nE 4,527 32,492 6,896 2810 103039 149,764
Transfers ZA (') 57,665 4,667 - 2 (62,334) -
Acquired on acquisition of KB ARG

subsidiaries 16,415 24,529 545 1,563 1,280 44,332
Disposal of a subsidiary HE—ZMBAR (1.830)  (11,440) (395) (1,192) - (14,857)
Transfers to investment property B AR B % (12,232) - - - - (12,232)
Disposals HE - (3,556) @11 (2,194) - (5,961)
At 31 December 2009 RZZEENF+-A=+—-H 186635 155114 11,765 18,911 55,062 427,487
Additions P 13,299 87,879 5713 8091 188901 303,883
Transfers A (EE) 76,818 51,877 - 4758 (133459) -
Disposals HeE (2,040) (19,867 (333) (1,074) - (23,314)
At 31 December 2010 W-Z-TE+-F=+-0 274712 275003 17,145 30,686 110510 708,056

DEPRECIATION AND IMPAIRMENT HERRE

At 1 January 2009 RZEENF—A—H 13,025 19,957 1,874 6,208 - 41,064
Provided for the year FERE 8,684 14,258 1,680 3912 - 28,534
Disposal of a subsidiary HE—ZMBAT (183) (1,908) (66) (198) - (2,352)
Transfers to investment property B AR B % (1,581) - - - - (1,581)
Eliminated on disposals HEREH - (1,300) (83) (1,213) - (2,59)
At 31 December 2009 WZZAF+-A=+—H 19945 31,010 3,405 8,709 - 63,069
Provided for the year ENEE 12,944 19,112 2973 5,161 - 40,190
Impairment loss recognised in profit R &R HERE

or loss - 4,344 - - - 4,344
Eliminated on disposals SR8 (699)  (11,448) (134) (937) - (13,218)
At 31 December 2010 RZZE-ZF+-A=+—H 32,190 43,018 6,244 12,933 - 94,385
CARRYING AMOUNT FHE
At 31 December 2010 RZZ-TE+-A=+—H0 242522 231,985 10,901 17753 110510 613,671
At 31 December 2009 RZZEENFT-A=+—H 166690 124,104 8,360 10,202 55062 364,418
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mEMBHEME ()

For the year ended 31 December 2010
HE-ZT-ZTHE+-_A=-+—BLEE

15.

16.

Property, plant and equipment (Continued)

The above items of property, plant and equipment, other than
construction in progress, are depreciated on a straight-line basis
at the following rates per annum:

Buildings BF

Plant and machinery R BS Rt B3
Motor vehicles B

Furniture, fixtures and equipment B BERER

Details of property, plant and equipment pledged are set out in
Note 35.

Prepaid lease payments

15. 1% - BERRE @
it BEREGEOEES  BERT
oM HUAESEIRIA TG EL BT
e

6.33%-9.5%
9.5%
19%

B 9.56-19%

EEWHYE - BFE LR EFBFENHE
35 -

16. R HEIEA

2010 2009
—2-2& —TIAF
RMB’000 RMB’000

AR®TT AR¥ETTT

Prepaid lease payments related to land BT AR TER
use rights analysed for reporting purposes as: FHERIBRATRRE MW
miEZ 24T
Current assets MEEE 1,478 1,451
Non-current assets SEMENEE 67,338 64,899
68,816 66,350

The amount represents the prepayment of rentals for land use
rights in the PRC for a period of 50 years.

Details of land use rights pledged are set out in Note 35.

ZEEERESOFHEENFENTEL
e AR S TR FOA -

EER LT MR BRI ESS o

BEBIEBRERAR —T-THEFR
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Notes to the Consolidated Financial Statements (continued)

REMBHERME (&)

For the year ended 31 December 2010

EES

—E-EE+-AS+—AILEE

17. Investment property

17. BEWHE

RMB’000
ARETIT
COST &S
At 1 January 2009 RZZEZNF—HF—H -
Transfer from property, plant and equipment BEHWE - BB NEE 10,651
At 31 December 2009 and 2010 RZETNF+_A=+—H
rZE—FF+ZA=+—H 10,651
DEPRECIATION ?ﬁ’é
At 1 January 2009 RZEFTNF—H—H -
Depreciation e 747
At 31 December 2009 RZEEZNF+_A=+—H 747
Depreciation e 747
At 31 December 2010 RZZE—ZEF+-A=+—H 1,494
CARRYING VALUES BREE
At 31 December 2010 N-_E-FTF+-_A=+—H 9,157
At 31 December 2009 RZZEZNF+=-_A=1+—H 9,904
The fair value of the Group’s investment property at 31 December REFKEEMER —ZEF+ A

2010 was RMB35,172,000. The fair value has been arrived at
based on a valuation carried out at 31 December 2010 by 8N
FREREEFEEHAT (Huzhou Zhongchen Guorui Property
Valuation Limited), an independent valuer not connected with
the Group. The valuation was determined by reference to recent
market prices for similar properties in the same locations and
conditions.

The fair value of the Group’s investment property at 31 December
2009 was RMB21,550,000. The fair value has been arrived at
based on a valuation carried out at 31 March 2010 by Jones Lang
LaSalle Sallmanns Limited, independent valuers not connected
with the Group. The valuation was determined by reference to
recent market prices for similar properties in the same locations
and conditions.

The above investment property is depreciated on a straight-line
basis at 6.33% per annum.

=t+—BHA EFEZ%/\EW35,172,OOO

I B THIR i B 7N &2 [ 7 f% B S A B
SAEERDH N PR E RS E T S EEAR
—E-TE+ -+ AETHHEE
B o HETIZE R U 2 Rk B P
H¥BOMEETE °

RIZZZENF+ZA=1+—H FAEERKR
BEMENLFERARE21,550,0007T °
RN EREENEEHRERENBGE
B EMITAMARARAR -ZT—FF=
A=+—BETNRHESLE - HES2ER
R E MACRIBE Y T BT (EMmETE o

EIRE R E R
HEHRATE -

BFFEB6.33%AY L
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Notes to the Consolidated Financial Statements (continued)

mEUBRRNE (8)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

18. Deferred taxation 18. IR IE
The deferred tax assets (liabilities) recognised by the Group and REBRFEEIZNELHREEE(AE)
the movements thereon, during the year are as follows: REZEHMT :
Allowance
for doubtful Fair value
debts and Deferred Accrual/ Finance adjustment
inventories income  provision lease Others  onassets Total
RERE JExtRE/ &

kEE  BERA BF RBERR Rt AVERE fz
RMBOOO ~ RMB'000  RMB'O00  RMBOO0 ~ RMB'000  RMB'O00  RMB'000
ARETR  ARETR ARETR ARETR ARETR ARETR ARETR

At 1 January 2009 RZZENE-F—H 2,391 937 14,343 810 - - 18,481
Acquisition of a subsidiary ~ UiEE—KHB A - - 18 - - (2538 (2,520)
Credit (charge) to profit or loss 5t A(FIE )&k (1,350) 3,358 609 304 1,058 390 4,369

At 31 December 2009 RZZZNE
+-AZ1-H 1,041 4,295 14,970 1,114 1,058 (2,148) 20,330
Credit (charge) to profit or loss 5t A(H18) %% 231 (88) 17,143 (135) 2,468 1410 21,029

At 31 December 2010 i X
+=-R=1-8 1,272 4207 32,113 979 3,526 (738) 41,359

The following is the analysis of the deferred tax balances for AT BB 7 RS B IR E R TS 45 65 D AT -
financial reporting purposes:

2010 2009
—2-2% -—TTAS
RMB’000 RMB’000

AR®T R ARETT

Deferred tax assets RIETRFEE 42,097 22,478
Deferred tax liabilities BLEHSAEE (738) (2,148)
41,359 20,330
Under the new EIT Law, withholding tax is imposed on dividends RIEFEMERE - SRERNBRFRN
declared to foreign investors in respect of profit earned by PRC ZEENF-A—ANEMRSEHIE - &
subsidiaries from 1 January 2008 onward. Deferred taxation has FEIRTEIMNEEEDREAHMTEN
not been provided for in the consolidated financial statements e ARNEEERAN_ZZTN\F =
in respect of undistributed profits of relevant PRC subsidiaries, TNFRZZF-ZFEEAMFELT R R
as the management confirmed that profits generated in 2008, RGN DIK - LR S B IS HRER I E
2009 and 2010 will not be distributed in the foreseeable future. F AR B B A R 8 R 2R FDEET IR IETE
The aggregate amount of temporary differences associated with TIE - REIKT B A B AR ERIELERE S
undistributed earnings of PRC subsidiaries for which deferred BERNRDIRBFEFTHNEREZELER
tax liabilities have not been recognised was approximately ZE-—ZEF+ A=+ —HHAARE
RMB718,077,000 as at 31 December 2010 (31 December 2009: 718,077,000 ( ZEZENF+=-A=+—H
RMB387,472,000). AER#E387,472,0007T) °

BRENERERART —T-TFERH
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Notes to the Consolidated Financial Statements (continued)

FEMBRRME (&)
For the year ended 31 December 2010
BE-Z-THF+-A-1+—BLFE

18. Deferred taxation (Continued)
On 5 March 2010, Chaowei Power declared dividend amounting
to RMB65,000,000. As the amount was paid out of retained
earnings generated before 1 January 2008, no withholding tax is
required.

18.

EFERIE ()

—T-TE=-FFA BEERTIREE
= AR #65,000,0007T ° B A Z 5 MU
T )\F— A —BRIEENRSE BB
- BREBZESANTEINFL o

19. Goodwill 19. BHE
2010 2009
—E-EF —EThEF
RMB’000 RMB’000
AR®T T ARBTFT
cosT R
At beginning of the year REH 14,956 -
Arising from acquisition of subsidiaries EU M B A R M EE
(Notes 38 and 39) (ff5E381%39) - 19,444
Eliminated on disposal of a subsidiary RHEE KM B AL 8
(Note 39) (FfF5E39) = (4,488)
At end of the year RELK 14,956 14,956

On 1 April 2009, Chaowei Power acquired 85% equity interests in
Anhui Chaowei from independent third parties at a consideration
of approximately RMB43,072,000, resulting in goodwill of
RMB14,956,000.

For the purposes of impairment testing, goodwill set out above
has been allocated to one individual cash generating unit (“CGU”).
During the year ended 31 December 2010, management of the
Group determines that there is no impairment of its CGU. The
basis of the estimation of the recoverable amount of the above
CGU and their major underlying assumptions are summarised
below:

The recoverable amount has been determined based on a value-
in-use calculation. That calculation uses cash flow projections
based on financial budgets approved by management covering
a 5-year period, and discount rate of 15.12% (31 December
2009:15.12%). The CGU’s cash flows beyond the 5-year period
are extrapolated using a steady 5% growth rate (31 December
2009: 5%). The growth rate used is based on management’s
best estimation on growth forecasts and does not exceed the
average long-term growth rate for the relevant markets. Other
key assumptions for the value in use calculations relate to the
estimation of cash inflows/outflows which include budgeted
sales and gross margin. Such estimation is based on the unit’s
past performance and management’s expectations for the
market development. Management believes that any reasonably
possible change in any of these assumptions would not cause the
aggregate carrying amount of the CGU to exceed the aggregate
recoverable amount.
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—TTAFNA—B  BEERZAREYD
AR #43,072,000 T # 58 37 5 = 75 W g
LRGBS %I A m - HREHEARY
14,956,0007T °

AETRENS - ElEmEs iz —ER
CELEEN RNEE_ZT—ZF+_A
Z+—RALEE AEEEEEETHR
SEEBMIWERE - G LlREeEE
BAMAIWESENEEN T BHBRER
BEaan R

AEeEERAFEAEENTEME
Tk BTEFNREREREMLERE
HFEMBEEMSNE S RERA -
MERIFBERE 1512%(— T AFE+ =
A=+—H :1512%) - ZR e EE BN
FF LAR B BV 3R & 2 AR IR TE B95% 1%
ER(ZETNF+ZA=1+—08 : 5%)#
o ZEERRZENTEREEIE R
MsEMmE - BT HBBEBT S TS
RHEER - AFAEBEEFENHEMES
BEREESRA S REOGT(BIEREHE
EREFNER)ERH - BRAMTEENZEN
BERAMEEEHMIZEERMNE - &
BERE THNZEBRNSEZETE
SHACELEMMNEEREBBTIE
HREEE o



Notes to the Consolidated Financial Statements (continued)

REMBRRME (&)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

20. Inventories 20. FE
2010 2009
—E-EF —EENF
RMB’000 RMB’000
AR¥T T AREF T
Raw materials BEAE 163,020 220,680
Work in process EER 410,101 219,461
Finished goods R 53,417 30,593
626,538 470,734
Details of inventories pledged are set out in Note 35. BEERTFERFEEHNMESS -
21. Trade receivables 21. ERE F R
2010 2009
—E-EF —ETNF
RMB’000 RMB’000
AR®T AREEFTT
Trade receivables JEWE SRR 65,490 23,222
Less: allowance for doubtful debts W REREHE (3,541) (3,854)
61,949 19,368

The Group normally allows a credit period of 15 days to its trade
customers with trading history, or otherwise sales on cash terms
are required.

The aged analysis of trade receivables net of allowance for
doubtful debts presented based on the delivery date at the end of
the reporting period is as follows:

AEE-RABRZRENEFRMHI5A
MEEH  BRIHERESETT -

RAEBRE AR - HRRERER
R E BN RR DM RRXERH2
SR

2010 2009
=285 C—TTAF

RMB’000 RMB'000

AR®T R ARBTIT

0- 15 days 0-15H 52,606 14,643
16— 90 days 16 - 90H 6,770 2,697
91 - 180 days 91-180H 2,026 1,478
181 - 365 days 181 - 365H 547 550
61,949 19,368

Before accepting any new customer, the Group will internally
assess the credit quality of the potential customer and define
appropriate credit limits.

EEREMHZLR - AREH AT
REPHEREER  UETEANEER
L

TR E) DA R A

—E—TFFR
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Notes to the Consolidated Financial Statements (continued)

REMBHERME (&)

For the year ended 31 December 2010

HE—Z

21.
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T-TF+ A= +—HILERE

Trade receivables (Continued)

Management closely monitors the credit quality of trade
receivables and considers the trade receivables that are neither
past due nor impaired to be of a good credit quality.

The aged analysis of trade receivables which are past due but not
impaired is as follows:

21. EWWE Z R (@)

ERERTERELNESIRFANERE
= BRAKRINHATERENEKE S
BRRAARENEEESR -

5,50 18 S (L0 P M R 5 88 SRR B 9 47
T

2010 2009

—E-2F —ETTNE

RMB’000 RMB’000

ARBF R ARBTTT

16 - 90 days 16 -90H 6,770 2,697
91 - 180 days 91 -180H 2,026 1,478
181 - 365 days 181 - 365H 547 550
9,343 4,725

The Group does not hold any collateral over those balances which
are past due but not impaired.

The Group has no significant concentration of credit risk on trade
receivables, with exposure spread over a large number of counter
parties and customers.

Impairment for trade receivables over credit period are provided
for based on estimated irrecoverable amounts from the sale of
goods, determined by reference to past default experience and
objective evidences of impairment.

Movements in allowance for trade receivables during the year:

R B ZEF B B BME AR E A AR R
R A A o

AEENREEZERLESAEESET
R RBAOBMERENZZHFRES -

AEBEZ2EZRERRLERETERER
I EFHHEER N AR E IR - G
BIEEMNRKE ZIRKEHRRERE -

FRRKE S EREEZE -

2010 2009

—E-EF —ETNF

RMB’000 RMB’000

AR¥T T ARBT T

At beginning of the year F7] 3,854 1,388
Provided for the year FRRHE 714 2,466
Write-off for the year FAEH (1,027) -
At end of the year FR 3,541 3,854

In determining the recoverability of the trade receivables, the
Group reassesses the credit quality of the trade receivables since
the credit was granted and up to the end of the reporting period.
Based on the historical experience of the Group, the directors of
the Company believe that no further allowance is required.

EEERKE SRR ZAIREIERE - &
SEEHNFGEARLEEEEEREHMHE
BRENEREZIEREEELER - REA
SEMEEER  ARAAESHELEE
HE—PRENFE



Notes to the Consolidated Financial Statements (continued)

mEPBRRNE (8)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

22. Bills receivable 22. EINEE

2010 2009
—E-EF —EENF
RMB’000 RMB’000
ARET T AREEFTT
Bills receivable R E I 593,238 176,330

The Group has discounted bills receivable of approximately RMB
72,752,000 at 31 December 2010 (31 December 2009: Nil) to
banks with full recourse. The Group continues to recognise the full
carrying amount of the receivables and has recognised the cash
received on the discounting as bank borrowings.

Bills receivable of approximately RMB242,029,000 at 31
December 2010 (31 December 2009: RMB101,342,000) were
endorsed with recourse to third party suppliers for purchase of raw
material and corresponding trade payables of RMB242,029,000
at 31 December 2010 (31 December 2009: RMB101,342,000)
were included in the consolidated statement of financial position
accordingly.

Bills receivable of approximately RMB15,077,000 at 31 December
2010 (31 December 2009:Nil) were endorsed with recourse to
third party suppliers for purchase of machinery.

The aged analysis of bills receivable presented based on the issue
date at the end of the reporting year is as follows:

R-TE—ZTF+-A=+—H KAEEE
RITEZHEERRNERMBEROAR
M72uzomwzﬁ_2 SNF+ZA=+—

PR AEBBEERZERKZED
%-‘E‘BEEETE - I B 5 BRIRES FTURER B3R &
BRIRITIEE

RZE—ZTF+_A=1+—8 HARE
242,029,000 ( ZZEENF+ A =+—
H: ARM101,342,0007T) W EREHE
EENE=HHEFAKRBRERME - B
BERRE MRZZT—ZEF+=A=1+—
A BUHEEE & B R XA R 242,029,000
T(ZEENF+ZA=1T—H: AR¥
101,342,0007T) * EBMERT AGRE B 5K
K o

RZE—TF+ZA=+—H0 HARE
15,077,000 ( ZEENF+ A=+ —
A: T)MEREERCEERE = HHERS
LAREE#ES - B BBRE -

R|EFEERE - RERERELAH
MRREEAITIAT -

2010 2009

—$-%F —TThS

RMB’000 RMB’000

AREFE ~ ARETFI

0-90 days 0-90H 339,900 10,362
91 - 180 days 91 - 180H 253,338 165,968
593,238 176,330

TR E) DA R A

—E—TFFR
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Notes to the Consolidated Financial Statements (continued)

FEMBRRME (&)
For the year ended 31 December 2010
BE-Z-THF+-A-1+—BLFE

23. Prepayments and other receivables 23. AR RIERHEMEWFIE
An analysis of prepayments and other receivables is as follows: TARTRRIE R E A W IR AT T
2010 2009
—E-BF —ETNF
RMB’000 RMB’000

AR¥TR ARBTT

Prepayments to suppliers TE R FRIE 94,328 31,752
Other receivables H At FEUGRIR 63,270 52,798
157,598 84,550

An analysis of other receivables is as follows: EEWRIES AT -
2010 2009
—E-EF —ETNhEF
RMB’000 RMB’000

AR®TR AR¥ETT

Value-added tax recoverable B EE ey 56,713 46,296
Prepayments to employees TEfTE B 50A 4,480 2,068
Loans receivable (Note) FEURE R (PEE) - 2,197
Others Hih 2,077 2,237
63,270 52,798

Note: Loans receivable at 31 December 2009 are unsecured, interest-free and Wit R ZZETAFE+ A=+ HBNERERAE

were settled during the year. B RERERFRNEE o
Movements in allowance for other receivables during the year: FAN - EMEUGRIBRENZEINT -

2010 2009
—EF-%F —TTNF
RMB’000 RMB’000

AR¥TR ARBTT

At beginning of the year REW) 229 1,282
Provided for the year FANEHE 687 -
Write-off for the year FRTESH (118) -
Reversed for the year F RO = (1,053)
At end of the year FR 798 229
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MBHEME ()

For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

24,

25.

Restricted bank deposits and bank balances
and cash

Restricted bank deposits represent the Group’s bank deposits
pledged to banks to secure certain facilities granted to the Group
by banks.

The restricted bank deposits carry market interest rate of 0.36%
per annum as at 31 December 2010 (31 December 2009: 0.36%).

Bank balances and cash comprise cash and short-term deposits
with an original maturity of three months or less which are held
with financial institutions and carry interest at prevailing market
rate.

Bank balances and cash at 31 December 2010 were mainly
denominated in RMB which is not a freely convertible currency in
the international market. The exchange rate of RMB is determined
by the Government of the PRC and the remittance of these funds
out of the PRC is subject to exchange restrictions imposed by the
Government of the PRC.

Trade payables

Trade payables principally comprise amounts outstanding for
trade purchases and ongoing costs. The Group normally settles
its trade payables within 30 days from the material receiving date.

Included in the balance of trade payables as at December 31,
2010, amount of RMB242,029,000 (2009: RMB101,342,000)
aged within 180 days has been settled by endorsed bills
receivables but not matured at the end of the reporting year.

The aged analysis of trade payables presented based on the
material receiving date at the end of the reporting year is as
follows:

24,

25.

ZREBITERRBITEREK
BE
ZRHBTERIEAEALERTRITHR
TR EARITAAEBEHETRE
HIRIR -

R-ZB—2&+-A=+—8 FRHIR
TEROTISHEATF036%(ZETH
FH+ZA=1T—H :0.36%) °

ROTEHRIRHRSRRIHA=@EHA
FATHEEIEFARK - BRI
TGHRE - WER TGN EETE

RZZB-—ZF+-A=+—0 R4
RS EFEAARETE  MAREST
AREIRRTIS EEmABRNER - HEX
HPERFEE > M EREREDHE
AR BB B hEHSNE R HI FTAR 6 o

BB 5 BRM
BHESEREEARNNRZIER R
B - AEE—MNBEEAWKE B HR
0B MBEENE SR -

R-E—ZTF+-_A=+—8 ENES
RSB ZF  BRERTEI1S0HLUAMAR
#242,029,000 L(ZZEENF : ARK
101,342,00070) EEEUE B ER K Z KIS
B BEREFEAERR SRS -

R|EFEBRE - BHEZRFIREM
FHE REIRREE AT T

2010 2009

—EB-FF ZETNF

RMB’000 RMB’000

AR%ET T ARBTIT

0 - 30 days 0-30H 67,790 72,047
31 -90 days 31 -90H 170,979 68,010
91 - 180 days 91 -180H 105,358 66,503
181 — 365 days 181 -365H 6,669 9,142
1 -2 vyears 1-24F 2,113 2,717
Over 2 years B2F 646 1,740
353,555 220,159

TR E) DA R A
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Notes to the Consolidated Financial Statements (continued)

REMBHERME (&)

For the year ended 31 December 2010

HE—

26.

27.

T-TF+ A= +—BILERE

Bills payable 26. B ERE
The aged analysis of bills payable presented based on issue date RIBEFEERE - ENZHEIRELE HE
at the end of the reporting year is as follows: HERE OO -
2010 2009
—E-ZF —ZETNF
RMB’000 RMB’000
AR¥ET T AREFIT
0- 90 days 0-90H = 6,070
91 - 180 days 91-180H - 1,000
- 7,070
Other payables 27. H{bERRIE
An analysis of other payables is as follows: HibEAFKIEBLSHTAT ¢
2010 2009
—E-EF —ETNF
RMB’000 RMB’000
AR¥T T ARBT T
Deposits received from distributors and others ¢4 8475 R H b 5 E
WERH IR & 51,479 38,466
Accrued commission fEEtAE 108,939 34,854
Other payables HAbFEFRIA 36,612 6,945
Advance from customers AW R FFRIE 49,888 32,594
Accrued payroll and welfare FERtET € RAEF 18,113 25,072
Other tax payable E A e IE 4,774 2,108
269,805 140,039
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Notes to the Consolidated Financial Statements (continued)

mEUBRRNE (8)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

28. Deferred income 8. IEFEW A

Arising from

Arising from sales and
government leaseback
grants  arrangement Total
D= REAHEER
BB  mEE®EE et
RMB’000 RMB’000 RMB’000
ARETT ARETTT ARETT
At 1 January 2009 RZZEZNE—A—H 2,346 1,400 3,746
Additions NE 14,959 - 14,959
Release to income R EIA (126) (1,400) (1,526)
At 31 December 2009 N_TTNF
+=—A=+—H 17,179 - 17,179
Additions NE
Release to income A ON (850) - (350)
At 31 December 2010 R_E—TF
+=—A=+—H 16,829 - 16,829

Deferred income arising from government grant represents the
government subsidies obtained in relation to the acquisition of land
use right of AR BEEIRER A5 (Henan Chaowei Power Co.,
Ltd.) (“Henan Chaowei), which was included in the consolidated
statement of financial position as deferred income and credited
to the consolidated statement of comprehensive income on a
straight-line basis over the lease term of the land use right.

Deferred income arising from sales and finance leaseback
represents the difference between the sales proceeds and the
carrying amount of property, plant and equipment in a sales
and leaseback transaction entered in prior year, which was
recorded in the consolidated statement of financial position as
deferred income and credited to the consolidated statement of
comprehensive income on a straight-line basis over the lease term
of the property, plant and equipment. Such transaction was early
terminated during the year ended 31 December 2009.

KB B B IR IE A SR FTES BUT /8
B REWEAFEBERERERAR ([
FARREY ) B L3 B RE - ARG BT
RARARBRIERA - WABFER T
wiERE A AR 2 EEEER

KEHERBEESROEMNRELERALE L
FETH - AHERERDEIZHNY
% BB ME 1%#]%’*?%%?&%&@%%*
BEREBERECHER  REaM%
AR KRR BELZRA - WABRER
ME - BEERBZBAHFASEGEZE
BaER  ZXHIRBE_TTLF+-A
=t —RUEFERRFRL -

TR E) DA R A

—E—TFFR
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Notes to the Consolidated Financial Statements (continued)

FEMBRRME (&)
For the year ended 31 December 2010
BE-Z-THF+-A-1+—BLFE

29. Provision 29. B1&
2010 2009
—E-2F _—TTHAF
RMB’000 RMB’000
ARBFT ARETT
At beginning of year REH 57,539 45,164
Provision for the year F N 136,155 123,440
Utilisation of provision EFREHE (113,748) (111,065)
At end of year REK 79,946 57,539
The warranty provision represents management’s best estimate REBRBIEENBIARER  AEEE
of the Group’s liability within fifteen months’ warranty granted on BEYHE HEMEREHE+RES RSB
motive battery products, based on prior experience for defective AYEE TR REGE -
products.
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Notes to the Consolidated Financial Statements (continued)

REMBRRME (&)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

30. Bank borrowings 30. STIEES
2010 2009

—2-2E TR

RMB’000 RMB’000

AR¥TR ARETTT

Secured bank borrowings BIERRITEE 271,000 101,000
Unsecured bank borrowings IR ITEE 172,752 110,000
443,752 211,000
The borrowings are repayable as follows: ARUTFHEENEE
Within one year —FR 167,752 55,000
More than two years but not more than five MEA EBRFUA
years 276,000 156,000
443,752 211,000
Less: Amount due for settlement within one year & : ZER—FNEEIT 27
and shown under current liabilities RREBEMFIE 167,752 55,000
Amount due after one year —F & EHARFUR 276,000 156,000
Total borrowings BEE
— at fixed rates —TFB 102,752 45,000
- at floating rates —Z B 341,000 166,000
443,752 211,000
Analysis of borrowings by currency: BENEBE ST
— denominated in RMB —DARKEE 443,752 211,000
Fixed interest rate borrowings are charged at the rate 5.84% per ﬁ?:: T—TF+=-A= + =] JJ:iV '
annum for the year ended 31 December 2010 (2009: 5.84%). EEEERSFE84%(ZTEZTNF :
5.84%)H) | R UCHRA 2, <
Interest on borrowings at floating rates is calculated based on EEEZETEF SEPEARRBITOM
the borrowing rates announced by the People’s Bank of China. BEENEAE - REBEE-T—ZTF 1=
The effective weighted average annual rate for the year ended 31 A=+—BIEFEREBF524% (=T
December 2010 was 5.24% per annum (2009: 4.66%). F 1 4.66%) °
Details of pledge of assets for the Group’s secured bank AEBBRKRBRITEENEEETFIBE
borrowings are set out in Notes 35. HABIEESS ©

HBEE NI ERA = EgEy




Notes to the Consolidated Financial Statements (continued)

REMBHERME (&)

For the year ended 31 December 2010
BE-Z-THF+-A-1+—BLFE

31. Paid-in capital/share capital 3. BHER B
The details of the Company’s share capital are as follows: RABIHRAFFBAT
Number of
shares Shares capital
gl 4= L&
Notes US$'000
Bt TET
Authorised JETE
Ordinary shares of US$1.00 each HFR%1.00E TR L B
At date of incorporation REE A S B AR (@) 50,000 50
Increase on subdivision of shareson MRZ-ZZT—ZF=H/LH
9 March 2010 B 19 5 #7485 hn (b) 4,950,000 -
Increase on 7 June 2010 RZZE—ZFXAtHHE
pill (c) 9,995,000,000 99,950
Ordinary shares of US$0.01 each FAR0.01ZE TR EimAR
At 31 December 2010 RE—EF+-A=1+—
H 10,000,000,000 100,000
Issued and fully paid BEITRER
Ordinary shares of US$1.00 each BR1.00E T E R
At date of incorporation A VA =R (@) 100 -
Increase on subdivision of shareson AT —ZFF=FNH
9 March 2010 B in > 438 N (b) 9,900 -
Issue of new shares on 9 March RZZE—ZF=ANH
2010 BATHRAD (b) 90,000 1
Capitalisation of share premium on RZE—EF+HAEH
7 July 2010 B mEER © 749,900,000 7,499
Issue of shares upon listing of the RZE—ZEF+A+H
Company’s share on the Stock EAR AR RENEAZ
Exchange on 7 July 2010 Fr E M TR ) 250,000,000 2,500
Exercise of over-allotment optionon  WRZZE—ZFFt A=+
29 July 2010 BT B A AR © 5,290,000 53

Ordinary shares of US$0.01 each FRX0.01 TR E B

At 31 December 2010 RIZE—TF+_A=+—

H 1,005,290,000 10,053

RMB’000

ARETT

Presented as HBER 68,140
For the purpose of the preparation of the consolidated financial MEBEEPBREMES R NEF
statements, the paid-in capital/share capital in the consolidated TZA=+—H HSEMBRKARNER
statement of financial position at 31 December 2009 represented BARBRAIEBR AR AN E B R R B R

the paid in capital of Chaowei Power, the then holding company AIERERARBHERNEHER -

of the PRC subsidiaries now comprising the Group.
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Notes to the Consolidated Financial Statements (continued)

mEMBHERME ()

For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

31. Paid-in capital/share capital (continued)

Notes:

(@)

On 18 January 2010, the Company was incorporated in the Cayman
Islands with an authorised share capital of US$50,000 divided into 50,000
shares of US$1 each. On the same date, 100 shares of US$1 each were
issued.

On 9 March 2010, the par value of the shares of the Company was
subdivided from US$1 each to US$0.01 each, and the authorised share
capital was changed from US$50,000 divided into 50,000 shares of
US$1.0 each to US$50,000 divided into 5,000,000 shares of US$0.01
each. The share capital then issued became 10,000 shares of US$0.01
each. On the same date, additional 90,000 shares of US$0.01 each was
issued and fully paid, and the share capital of the Company became
100,000 shares of US$0.01 each.

Pursuant to the written resolutions of all shareholders of the Company
passed on 7 June 2010, the authorised share capital of the Company
was increased to US$100,000,000 divided into 10,000,000,000 shares.
A sum of US$7,499,000 standing to the credit of the share premium
account of the Company was capitalised by applying such sum in paying
up in full at par 749,900,000 ordinary shares for allotment and issue to
the shareholders of the Company whose name appear on the register
of members of the Company at the close of business on 7 June 2010 in
proportion to their then respective existing shareholdings in the Company
and the directors allotted and issued such shares as aforesaid on 7 July
2010.

On 7 July 2010, the Company issued 250,000,000 ordinary shares of
US$0.01 each at the price of HK$2.18 per share by way of placing and
public offering. On the same date, the Company’s shares were listed on
the Main Board of the Stock Exchange.

On 29 July 2010, the Company issued an additional 5,290,000 ordinary
shares of US$0.01 each at the price of HK$2.18 per share by way of
partial exercise of the over-allotment option.

3. BEER BRAE@

PR -

(@)

TR E) DA R A

R=ZF—ZF—A+/1\H ' AARNRHEEHS
AL JAERRA AB50,000E T B AT
A& E{E12£THY50,0000% © R A - RA T T
BREETETEI1008

R-Z—TF=ZANA  ARFRHOHEE
HERIZETHKEEROOIET - TEE
f& A< Bl 1 50,000€ 7t H BB REEI0ET
#750,0000% © % A50,0003% T H A FKREE
0.012 7T #95,000,000/% © E B+ B #ITRA
# ABIREE0.013 T/ 10,000/% - B A -
AN AT I BB R 58 51 90,000 % B A%
E{EO0.01ETLHMR Y + M AR B #Y IR AN 2 K
100,000/% &AL EI{E0.01 £ TTRIAR 1D ©

BREARAZERRA-_ZT—ZTFAtH
BANEEAZR  ARARAEERAEE
100,000,000 7T, * % 410,000,000,000 f% %
% o ANRAREAR AR5 ) B BR 97,499,000
ETEERFTER ARBRARZZS—ZF
NAC BRI RE RN AR S M
R - RESERSERTERANARRIER
B 2 3817 #9749,900,0000% L @AM EE © M
BECN AN T2 F A AE%
RBITHERD -

ZE-TFELALH ARAINUREEA
RBEENFN - RERERK218BTET
250,000,000% & i EI1E0.01E o/ LBk ©
BA @ ARBRGDREEZ I ER LT ©

“E-EELATNAR ARFHEITER

DHBBERRE  RERER218BTHIET
5,290,0004% & AX E{E0.01 £ T A E AL o

—E—TFFR
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Notes to the Consolidated Financial Statements (continued)

REMBHERME (&)

For the year ended 31 December 2010

HE—

32.

33.
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T-TF+ A= +—BILERE

Reserves

Reserves of the Group other than retained earnings include
statutory surplus reserve and other reserves, which form part of
the equity holders’ equity.

Statutory surplus reserve

In accordance with the Articles of Association of all subsidiaries
established in the PRC, those subsidiaries are required to transfer
5% to 10% of the profit after taxation reported under the relevant
accounting policies and financial regulations in the PRC to the
statutory surplus reserve until the reserve reaches 50% of the
registered capital. Transfer to this reserve must be made before
distributing dividends to equity owners. The statutory surplus
reserve can be used to make up previous year’s losses, expand
the existing operations or convert into additional capital of the
subsidiaries.

Other reserves

Other reserves are mainly arising from (i) the difference between
the fair value of the consideration paid/received and the carrying
amount of the net assets attributable to the adjusted interest in
a subsidiary being acquired from/disposal to the non-controlling
shareholders and (ii) equity-settled share-based payment
transactions entered into and fully vested before 1 January 2007
(iii) debt waived by a related party (iv) paid in capital of Chaowei
Power transferred during the Group’s reorganisation.

Capital risk management

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation of the debt and
equity balance. The Group’s overall strategy remains unchanged
during the year.

The capital structure of the Group consists of net debt, which
comprising the bank borrowings disclosed in Note 30, cash
and cash equivalents and equity attributable to owners of the
Company, comprising issued share capital and reserves as
disclosed in Notes 31 and 32 and the consolidated statement of
changes in equity.

The directors of the Company review the capital structure on
a regular basis. As part of this review, the directors consider
the cost of capital and the risks associates with each class of
capital. Based on recommendations of the directors, the Group
will balance its overall capital structure through the payment of
dividends, new share issues and share buy-backs as well as the
issue of new debt.

32.

33.

s
RRBEMI - AEEREDDETAR
B R - E RS M
AR -

JETE BERTEE

REMBETERINHBERRNARE
B ZEWBARIAARERETEBREE
GATRER MM AR T 2 MO TR&FE
5%EI0N AT BHRFEME  EERRHEE
FEMEARZ50% - FHEESEZRBA
ERESEFAADKREAET - EER
HEFITRAREEBEFENEE  BR
RAEBLERR BB R RIHFEINEA

HhfEE

HiREEERE()EN,BURERENRD
FESEN IR R, A IR AR R
TEMNMBARKARRENENEETF
EREEZZE  (WE—_ZZtF—F—H
AR REZHEBBMEREE T EURN
SRS (i) BRBERRRER (V)
BRERNANEEEAEREENETHER -

EoRREE
AEEEEHESURBAEE T B
B RSB BERIICER MRS
BESREAEREABTR - REER
BEESEE s 2=

#

F

REBMOEALBERIEFEL  EH8IE
MIFESOEBEMIRITIER - MBS KBS
SEYMARREAR ARIG#ERTS - AR
A1 MU RERE B ERATBEENE
BATRR AN M b o
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MIERRR - REEENEBER - 1%
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Notes to the Consolidated Financial Statements (continued)

REMBRRME (&)
For the year ended 31 December 2010
HE-ZT-ZTHE+-A=-+—BLEE

34. Financial instruments 34. £FT A
(@) Categories of financial instruments (@ &R T AR
2010 2009
—®-®F —TThF
RMB’000 RMB’000

AR¥TR ARETT

Financial assets TRIEE
Loans and receivables B % FEMGRIR 1,139,984 365,352
Financial liabilities SRBE
Liabilities at amortised cost REERA T ERAIE 1,044,950 545,637
(b) Market risk (b) TIHER
The Group’s activities expose it primarily to the financial risks NEBOEETEEMYERBINEH iR
of changes in foreign currency exchange rates and interest REF) R B TS ES o
rates.
There has been no change to the Group’s exposure to market NEEAZ TSRS HEIE R
risks or the manner in which it manages and measures the ERBH TR EES) o
risk.
(i) Foreign currency risk management () HERBREE
The Company with functional currency of RMB has AATIHINEEE ARBEET
certain foreign currency bank balances and cash DA 7T I ZE T EHE R INER SR 1T 4
denominated in Hong Kong Dollars and US Dollars, #NIE - S ARE B INER
which expose the Group to foreign currency risk. The fer o ZNE£[E B A0 M I ETHNE
Group currently does not have a foreign currency S o AT S I8 BESERINE
hedging policy. However, management monitors foreign A WeREDTEEEY B
exchange exposure and will consider hedging significant YN o

foreign currency exposure should the need arise.

The carrying amount of the Group’s foreign currency RABERE AR - AEE
denominated monetary assets at the end of the PAONEHER S A EREmMES
reporting period are as follows: BT
2010 2009
—E-2F —TTNEF
RMB’000 RMB’000

ARBTR ARET T

Assets BE
Hong Kong Dollars BT
Bank balances and cash IRITHEBRNIRS 28,003 -
US Dollars =TT
Bank balances and cash RITEBRERS 41,416 -

BRENERERART —T-TFERH
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Notes to the Consolidated Financial Statements (continued)

FEMBRRME (&)
For the year ended 31 December 2010
HE-Z-TF+-_A-1+—BLFE

34. Financial instruments (continued)
(b) Market risk (Continued)

(i)

(1)

Foreign currency risk management (Continued)
Sensitivity analysis

The Group is mainly exposed to the fluctuation in Hong
Kong Dollars and US Dollars against RMB.

The directors’ assessment of the reasonably possible
change in foreign exchange rate is 5% which is also the
sensitivity rate used when reporting foreign currency
risk internally to key management personnel. For a 5%
weakening of RMB against Hong Kong Dollars, there will
be a decrease in the profit for the year of RMB1,050,000
and there would be an equal but opposite impact on the
profit for the year for a 5% strengthen of RMB against
Hong Kong Dollars.

For a 5% weakening of RMB against US Dollars,
There will be a decrease in the profit for the year of
RMB1,553,000 and there would be an equal but
opposite impact on the profit for the year for a 5%
strengthen of RMB against US Dollars.

Interest rate risk management

The Group’s fair value interest rate risk relates primarily
to its fixed-rate bank borrowings subject to negotiation
annually. The cash flow interest rate risk of the Group
relates primarily to the restricted bank deposits, bank
balances and cash, and variable-rate bank borrowings.
The Group currently does not use any derivative
contracts to hedge its exposure to interest rate risk.
However, management will consider hedging significant
interest rate exposure should the need arise.

The Group’s exposures to interest rates on financial
assets and financial liabilities are detailed in the liquidity
risk management section of this note.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for financial
instruments at the end of the reporting period. For
variable-rate bank borrowings, restricted bank deposits
and bank balances and cash, the analysis is prepared
assuming the financial instruments outstanding at
the end of the reporting period was outstanding for
the whole year. A 27 basis points (2009: 27 basis
points) increase or decrease is used which represents
management’s assessment of the reasonably possible
change in interest rates.

If interest rates had been 27 basis points higher/
lower and all other variables were held constant the
Group’s, profit for the year ended 31 December 2010
would decrease/increase by RMB 370,000 (2009:
RMB20,000).

34. TR T H @)
(b) TI5ELR @)

(i)

(ii)

SN PR ()
HREE T
AEBIEEHBTRETEA
RER RS L

5% EEHINEERESIEA]
BTG TAREEE
B A B W EF 2 3R NE R R 5 8
RELE - AREBLETRE
5%+ F AR AR
1,050,0007T AR KT
FE5% B F A F ] §E 2 B
HEERANZLE -

MARBNETEESS  FR
= A g R > A R 1,553,000
T AR R ETHAER
Bl AR AT e LEASER
M ZE o

NEEpEE

AEENAFEFNERERERY
NERIBITIEE - HAGFETT
R - ARENRSREFNEE
BE R RRRHRITER - R
TR RR S K SRITIEE -
ZNER B B A EE AT T
BEABQAEhER ERE R - &
i EIREASNEREE BT
EANEER o

AEENEHEERSRAEN
R ERRF BN A E R R
PESRMEIE D

BT

T SRR E AT TH IR IR R S B
AR I & B T APTAGER R X,
BMETE - BLFBRITEE - X
REERITERRRITESG LA D
MmE - DM THERERSE RS
R EN RIS TARBEFE
BRIEE - ERERA27EER
(ZZTNF : 27 AEZN) KR
RENEEEBHNEREEERE
BERTE o

WHE EF TR E A
B A EL A S S 45 R Bl
SERHE2_ZT—ZTF+_A8
= t+—BIEFENFEBD R
L AR 370,000 ( =&
ZAF - AREE20,0007T) ©
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Notes to the Consolidated Financial Statements (continued)

mEUBRRNE (8)
For the year ended 31 December 2010
HE-ZT-ZTHE+-_A=-+—BLEE

34. Financial instruments (continued)

(©

Credit risk

The Group’s credit risk is primarily attributable to its trade
receivables, bills receivable, other receivables, amounts due
from related parties, bank balances and deposits. At the end
of the reporting period, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counter parties is
arising from the carrying amount of the respective recognised
financial assets stated in the consolidated statement of
financial position.

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual debt at the end of
the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s credit
risk is significantly reduced.

The Group has no significant concentration of credit risk on
bills and trade receivables, with exposure spread over a large
number of counter parties and customers.

The credit risk on liquid funds is limited because the counter
parties are authorised banks in the PRC and Hong Kong.

Liquidity risk management

The Group manages liquidity risk by maintaining a level
of cash and cash equivalents deemed adequate by the
management to finance the Group’s operations and mitigate
the effects of fluctuations in cash flows. Management
monitors the utilisation of bank borrowings from time to time.

The Group relies on bank borrowings as a significant source
of liquidity. At 31 December 2010, the Group has available
unutilised short-term bank loan facilities of approximately
RMB634,000,000.

34. €@ I Bm)

(©)

TR E) AR A

SERR
FEENEERRIZREREES
R BUERE - M RUOR - &
WARET FOR - SRITEBRRERAR
B RBEHRERE  AREER
SHFAREBRTEIMCAEERT
MBErNEREERRESRS M
BIRAKREIIN SR RS REE
FVAREEFTER

REEREEERR  AEENHER
BEoLZk—HAABEREEEEER
B FEMEREMEERRF - R
BEPRERIRE TR A M BB B AR © Uit
Sh REBRREMEEREEHS
ERERH AW E 2R - RS
Wm e R EHE R ARRERE o 5
HME  ARAEER/AKENE
EERD AR -

REBEREREE N EWE S ERP
TESEEFHEERR - BRI
HEZBRHHUFRER -

HRXSHFHRTEREENGE
RIRTT > MRBESWNERERREA
MR e

mEBETRRERE
AEEEBRFERERATETNR
CRECEENRERRDESA
% BB EERIA LRI
RERBRBOYE - ERETHE
BIRTRENBRBR -

AEEGERTEEFARDER
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FEMBRRME (&)
For the year ended 31 December 2010
HE-Z-TF+-_A-1+—BLFE

34. Financial instruments (Continued) 34. R T B
(d) Liquidity risk management (Continued) (d) mé)]éfi ERERE @

The following table details the Group’s remaining contractual TRAFREENFEITESRAER
maturity for its non-derivative financial liabilities based on BT ERAMETEMHRTELOEE
the agreed repayment terms. The table has been drawn up H o ZRIREBEARNEBE A ge1g E K
based on the undiscounted cash flows of financial liabilities BROREABNSRBERMEAR
based on the earliest date on which the Group can be %‘ﬁ%fﬁﬂ c RRBEMNERTEH
required to pay. The table includes both interest and principal REM o MABREBRZESE - W
cash flows. To the extent that interest flows are floating rate, %,Hﬂ MR ARBBSESREEX
the undiscounted amount is derived from interest rate curve RHEE o

at the end of reporting period.

Weighted Total

average undis- Total

interest On 6 months 6-12 counted  carrying
rate demand  orless months 1-2years 2-5years cashflows amount

mERY  EER 618 A ARBRE

% &8 AT 6-128R 128 25 RERE AKEE
% RVB'000 RMB'000 RMB'000 RMB'000 RWMB'000 RVMB'000 RMB'000
ARETT ARETT ARETT ARETR ARETR ARBTR ARETR

At 31 December 2010 R=%-%%
tZR=1-H

Non-derivative financial liabilities 474 2REE
Fixed-rate bank borrowings TEHIRE 5.84 - 103458 - - - 103458 102752
Variable-rate bank borrowings FEREE 519 - 53,951 27,129 14170 275357 370,207 341,000
Trade payables ERESEN 65,743 267812 - - - 353555 35355
Other payables EfbENFE 45739 165172 4082 - - 215143 215143
Diidend payable e 32,500 - - - - RS0 3250

143982 609,993 31,361 14170 275,357 1,074,863 1,044,950
At 31 December 2009 R-BENE

tZA=t-A

Non-derivative financial liabilities #{T+4REE
Fixed-rate bank borrowings TEHRIRE 5.84 - 46,09 - - - 4609 45,000
Variable-rate bank borrowings FEBES 513 - 14,252 4,090 8070 162,841 1892563 166,000
Trade payables EREZER 165,586 36,751 17,822 - - 220,189 220,159
Bils payable ERER 7,070 - - - - 7,070 7,070
Other payables Ef R 39,147 24,357 41,833 - - 105337 105,337
Amounts due to related parties EfAE ﬁﬁ@ﬁmlﬁ 2,01 - - - - 2,01 2,071

213874 121,455 63,745 8070 162,841 569,985 545,637
The amounts included above for variable interest rate non- AR E B B A A R B E R
derivative financial liabilities are subject to change if changes ZEMFTREAR - LFETESF
in interest rates differ to those estimates of interest rates BEMFETESEAgEAR -

determined at the end of the reporting period.
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Notes to the Consolidated Financial Statements (continued)

mEUBRRNE (8)
For the year ended 31 December 2010
HE-ZT-ZTHE+-_A=-+—BLEE

34. Financial instruments (Continued) 34. €@ T A
(e) Fair value e ~F¥E

The fair value of financial assets and financial liabilities are CREERSHABEATENBETD
determined in accordance with generally accepted pricing ER—RAREEBENXNAMRE SR
models based on discounted cash flow analysis using prices ENMBARNBRRITIMENZSHE
or rates from observable current market transactions as FBEREL R o
input.
The directors of the Company consider that the carrying RRTIEZRA  HEWBREPIR
amounts of other financial assets and financial liabilities BEENACENEMeREERS
recorded at amortised cost in the consolidated financial BEENRAEHREQATERS -

statements approximate their fair values.

35. Pledge of assets 35. EEEA
At the end of the reporting period, certain of the Group’s assets RS ERERE - AEEERETEE
were pledged to secure banking facilities granted to the Group. ERBITRTAEERITREMNER - B
The aggregate carrying amount of the assets of the Group EMEMELERE AEECEREED
pledged at the end of each reporting period is as follows: RAREENT ¢

2010 2009

—E-=F —EThEF

RMB’000 RMB’000

AR®T ARBETT

Buildings B3 36,270 45,692
Land use rights TP 53,053 33,229
Inventories EN 33,600 -
Bills receivable e =% 72,752 -
Restricted bank deposits SR HIERITIFERR 200 7,861
36. Operating leases 36. KEHE

The Group as lessee REBEREMEA
2010 2009
—E-FF —EENF
RMB’000 RMB’000

AR¥TR ARBTT

Minimum lease payments paid under operating  RIE KL E KK
leases for premises HERK 4,192 4,961
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For the year ended 31 December 2010

HE—Z

36.

37.
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Operating leases (Continued)

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating
leases which fall due as follows:

36.

KEHE @)
FASR S HARS RS SRES - 7 2 (B4R 4 7R A 388
EEAER TR E R R kS EEE
FGEPEINT -

2010 2009

—EB-FF —ZTAF

RMB’000 RMB’000

ARET T ARBT T

Within one year —F R 3,836 2,998
In the second to fifth year inclusive WMERF(RIEEEMT) 8,037 5,414
Over five years BRF - 1,787
11,873 10,199

Operating lease payments represent rentals payable by the Group
for certain of its properties. Leases are negotiated for terms of 2 to
8 years.

The Group as lessor

Property rental income earned for the year ended 31 December
2010 was approximately RMB 1,200,000 (2009:RMB480,000).
The property held has committed tenants up to 2012.

At the end of the reporting period, the Group had contracted with
tenants for the following future minimum lease payments:

REMENRERNEBERESE TYERN
MWEE - HOSWEE/\FHRER -

NEEERAMEA
BHE-_Z—ZE+_A=+—RHILtFE
PER WAL B AREA,200,0007T(=
TTAF - ARBEA80,0007T) - HHEHY
¥OEAFAR EE_T——FIt-

RIEREERE - AEEREFH T
ARRFIEEENFATHLT

2010 2009
—E-EF —ZETNF
RMB’000 RMB’000
AREET T ANREF T
Within one year —FE X 1,230 1,230
In the second to fifth year inclusive WMERF(BIEEERT) 1,503 2,303
2,733 3,533

Capital commitments 37. EXREE
2010 2009
—E-EF —TTNAEF
RMB’000 RMB’000
ARKET T AREF T

Contracted but not provided for BB TYIE B T8 E R EE

— acquisition of property, plant and equipment  —UgEEYI¥ - KR R E 59,052 15,325




Notes to the Consolidated Financial Statements (continued)
FEMBmERMTE (F&)
For the year ended 31 December 2010
HE-_Z-ZTF+_A=t—BHILFE

38. Acquisition of a subsidiary
On 1 April 2009, the Group acquired 85% equity interests
of Anhui Chaowei for a cash consideration of approximately
RMB43,072,000 from independent third parties.

38. WiE—RKE AT
R-ZTZNAFEMAE—B » KEERBLE
ZHNE LT HBESS%E MEREY
B AREEA43,072,0007T °

Details of the net assets acquired and the goodwill arising on B EEFEMAREMELENREN

acquisition are set out as below: T
Acquiree’s
carrying
amount before Fair value
combination adjustments Fair value
=il
WA I
IREE AT ERE ATE
RMB’000 RMB’000 RMB’000
AREET T AREFIT AREFIT
Net assets acquired: Frusig R & = SE
Property, plant and equipment Y - Jﬁﬁ}%&* 1 30,313 1,445 31,758
Prepaid lease payments TEfT R E KT 14,794 - 14,794
Deferred tax assets LL?RIE%E 18 - 18
Inventories FE 21,291 2,403 23,694
Trade receivables FEWE 5 B8R 20,300 - 20,300
Bills receivable JEW =% 150 - 150
Prepayments and other TR IR R EA
receivables FEW TR 820 - 820
Bank balances and cash RITEBR NI 2,066 - 2,066
Trade payables S E FERI (30,099) - (30,099)
Other payables H b e~ FE (1,790) - (1,790)
Amounts due to related parties FE{~ 7 33 $H/T>)\ (23,500) - (23,500)
Deferred income IRFEUY A (13,071) 13,071 -
Bank borrowings-due within —FRRBERITEE
one year (2,000) - (2,000)
Income tax payable & RFRSHL (595) - (599)
Deferred tax liabilities BEIEHEEE - (2,538) (2,538)
18,697 14,381 33,078
Non-controlling interests FEIE R AE R (4,962)
Goodwill g 14.956
Total consideration, transferred NI & AHERE
by cash 43,072
Net cash flow arising on WEEEANRERE
acquisition: e
Cash consideration paid ERRERE (43,072)
Cash and cash equivalents P fER IR & KIAE
acquired EEY
2,066
(41,006)

Non-controlling interest is determined at the non-controlling
interest’s proportionate share of the fair value of the acquiree’s

identifiable net assets.

FEVERME B TR SRR R B X PR A 1R R

T BRIEEFENA

TR E) DA R A

qz{gttﬁlj r#% °

—E—TFFR
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For the year ended 31 December 2010

EES

38.

39.

—E-EE+-AS+—AILEE

Acquisition of a subsidiary (Continued)

Anhui Chaowei contributed approximately RMB15,600,000 to the
Group’s profit for the period between the date of acquisition and
31 December 2009.

If the acquisition had been completed on 1 January 2009,
the Group’s revenue for the year ended 31 December 2009
would have been approximately RMB2,484,937,000 and
profit attributable to owners of the Company for the year
ended 31 December 2009 would have been approximately
RMB205,787,000. The pro forma information is for illustrative
purposes only and is not necessarily an indication of revenue and
results of operations of the Group that actually would have been
achieved had the acquisition been completed on 1 January 2009,
nor is it intended to be a projection of future results.

In determining the ’pro-forma’ revenue and profit of the Group had
Anhui Chaowei been acquired on 1 January 2009, the directors
have calculated depreciation of plant and equipment acquired on
the basis of the fair values arising in the initial accounting for the
business combination rather than the carrying amounts recognised
in the pre-acquisition financial statements.

On 25 October 2009, the Group disposed of 5% equity interests
in Anhui Chaowei to one of the non-controlling shareholders for
a cash consideration of approximately RMB2,283,000 which
was received on 30 January 2010. On the same date, the
registered and paid up capital of Anhui Chaowei was increased by
RMB5,000,000. Afterwards, the Group’s equity interests in Anhui
Chaowei were diluted to 80%.

Acquisition and disposal of a subsidiary

On 8 February 2009, the Group made a capital contribution to
bR $E s BT R AR AR (“Beijing Lixianfeng Technology
Development Co., Ltd") (“Beijing Lixianfeng”) of RMB10,000,000
which represented 33.33% of its equity interests and after then,
the Group accounted for Beijing Lixianfeng as interest in an
associate.

On 1 September 2009, the Group acquired the remaining equity
interests in Beijing Lixianfeng for a consideration of approximately
RMB9,714,000 and Beijing Lixianfeng subsequently became its
wholly owned subsidiary.

38.

39.

W hg — R B A R )
HMEEBEE—_TTNF+_A=+—
AILER  ZBHEEAREBEROAR
#15,600,0007CH) I -

MEEBR —_ZTNF—A—B%K ' &A%
EREBE-_TSTNF+_A=+—HLHF
EHNRARRRBIHEEARBE_ZEZT N
FE+-_AZ+—HIEFENEMGLFEY
R #) B AR ¥ 2,484,937,000 T & A R
205,787,0007¢ ° fﬁ%éﬂ@f,\/% FS
MWAMERAREKER-_ZEZNF—A—8
T AEEERAIRSHRAREEE
1 I ARERREENTEA -

WA —_EENF— A —BRELZHER
EETAEENEERARTIEE &5
ERBEEBEHVLETEEEENA
B (T 3E R U RS BT A 7S TR MR A BR @
)+ STEMUERE KR ERITE o

—TTENFTA-+THA  AEEEES
REH A R2283,0007T &R L HiB
R HI5% A #E T B AP — R JE IR ARG SR - RMB
BER-_ZE—ZF—A=+BHWKER-RAAH "
THBEOEMEERE ARG INARE
5,000,0007T ° H 1% + REER L EFREH
Be A EZ=80% o

WiER HE—XHE AT
—EEZNF-_AN\B - AEBERTEMI
TS BRERERAT (ML REL
$2 )X & AR#10,000,0007C © HHERE
33.33% %4 - Hie AL @K miBkgA
B AR S N THRERS ©

ZEENFNA—RB AEEERREHA
R¥9,714,0007L#8 AJL B SE 82 A9 82 N IR
B b RSB N AREENEEN
|EENSI
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HE-ZT-ZTHE+-A=-+—BLEE

39. Acquisition and disposal of a subsidiary 39. WERHE— KB A 5w
(Continued)

Details of the net assets acquired and the goodwill arising on rEEEFELRWNEMEESOREN
acquisition are set out as below: T
Acquiree’s
carrying
amount before Fair value

combination adjustments Fair value
EBtA
WA

SRMEE AFERE AFE

RMB’000 RMB’000 RMB’000

AR¥ETT ARBETTT ARET T

Net assets acquired: Frus s & 2= HE
Property, plant and equipment M BB NG 11,843 731 12,574
Inventories FE 970 - 970
Trade receivables FEUNE 5 EE1R 105 - 105
Prepayments and other TR RIE R E Ab LR
receivables Er| 895 - 895
Bank balance and cash WITHRBR RS 143 - 143
Trade payables BB 58RIA (1,147) - (1,147)
Other payables HAb BT FIR (465) - (465)
12,344 731 18,075
Reclassified from the Group’s WAREBR—FKEtE A7)
interests in an associate iEmEN DR (7,849)
Goodwill included in interest in an 51 A —ZR B4 2 ) B R 2
associate 3,491
Goodwill generated on acquisition U BEER T IRIEE A Mg
of the remaining equity interests 997
Total consideration, transferred by IR & XN HIER(E
cash 9,714
Net cash flow arising on WIEEARNRESME
acquisition: HEE
Cash consideration paid BNRERE (9,714)
Cash and cash equivalents FTERIR e MIRE
acquired =(EY)
143
9,571)
Beijing Lixianfeng is mainly engaged to the research and R BRFES NBHMOTER
development of Lithium motive battery. However, upon taking FAZE o AT - ARBEAERBIEREBLER
control of Beijing Lixianfeng, management changed its plan. On 30 THIER  BEEREEREHE c ZFTAN
October 2009, the Group transferred its entire interest in Beijing FTA=1TH  AREZKRELARE
Lixianfeng to one of the predecessor owners of Beijing Lixianfeng 19,714,0007C i H 70 3L R $2 5T 88 1) 2 R 1
at a consideration of approximately RMB19,714,000. SR T RERERIET—BHEA
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HE-Z-TF+-_A-1+—BLFE

39. Acquisition and disposal of a subsidiary 39. WERHE—KKHBE A3 @)

(Continued)
Details of net assets disposed of and gain on disposal are as EHEEEFEMHEREFBNT
follows:
30 October 2009
—EENF
+A=+H
RMB’000
AREFIT
Net assets disposed: EHEEEFE
Property, plant and equipment Y - BB MEHE 12,505
Inventories E3=s 1,088
Trade receivables FEUE 5 R 105
Prepayments and other receivables TE T RIE K B At IR 715
Bank balances and cash WITHER MRS 131
Trade payables BB SRR (603)
Other payables HAb B FRIA (1,917)
12,024
Gooduwill EES 4,488
Gain on disposal & e 3,202
Consideration in cash ReRE 19,714
Net cash inflow on disposal: HERMESRAFE
Cash received BURE 19,714
Cash and cash equivalents disposed of BEHEREMRESEEY (131)
19,583
The above disposal of the subsidiary had no material impact on HE B ATEAEBRES :gg
the Group’s cash flow, revenue and profit for the year ended 31 hWE+-—A=+—HIEENBELhRE
December 2009. WA R B mERFE -
40. Major non-cash transactions 40. TEFBRERS
During the year ended 31 December 2010, loan of RMB54,891,000 REz-—_ZT—TFE+-_/F=+—HItHF
from a related party of the Company, United Holdings Worldwide BEXN KEAATEBEABASITRIE
Limited (“United Holdings”), was waived. KERAT([HBMAZTR]) B ARK
54,891,000TT I ERESE B o
On 25 October 2009, the Group disposed of 5% equity interests —ETEAE+A-FEHB  AEBERA
in Anhui Chaowei to one of the non-controlling shareholders f zq}\qugg 283,0007T H E R T HFAE B &
at a consideration of approximately RMB2,283,000 which was 5% A% F Erh — 42 IEPERR IR B - 2B R
unsettled and included in amounts due from related parties as WE » AR —EBEENE+—_A=+—H
at 31 December 2009. Such consideration was received on 30 HEWARESZIE - ZRABER T —
January 2010. THE—A=+AUWKER -
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41. Related party transactions . EBEFRS
(@) Name and relationship with related parties @ BEEHHEKEER

Name Relationship

=718 %

e BEBEREEFR AR ([JAREIZE]) Controlled by non-controlling party of Henan

(“Henan Yifeng Electric Cars Manufacture Co., Ltd.”) Chaowei

(“Henan Yifeng”) ER T A R Y Y FE R IR T 2

A ERR AT (AR AR]) Controlled by Henan Yifeng

(“Henan Yilin Commerce & Trade Co., Ltd”) (“Henan Yilin?)  E3)0 Fg Uz 3% I

SEE TR Controlled by Mr. Zhou Mingming

United Holdings FA BB RA ST A 5

JERARH (“Zhou Mingming”) Director of the Company
RRAEIES

4ERK R (“Chai Chenglei”) Non-controlling party of Henan Chaowei
ol EE R R Y IR T

8% (“Qian Haichun”) Non-controlling party of Anhui Chaowei

ZRBE R IR TS

(b) The Group has entered into the following significant (b) AEERFRNEEFREHISL NE
transactions with its related parties during the year: K5 -
2010 2009
—E-BF -"TTHF
RMB’000 RMB’000

AR®T ARETTT

Sales of goods HEEm
— Henan Yifeng — Al 11,240 9,675
— Henan Yilin (Note i) — AU AR (L) - 779
11,240 10,454
Others EHAh,
— United Holdings (Note ii) — B A 1A% (P =) 54,891 -
Notes: () The related party transactions with Henan Yilin were F3E - () BRI M BEBER RSN
terminated subsequent to 31 December 2009. TERNF+_A=Z+—HER
ﬂ: °
(i) During the year, loan of RMB54,891,000 from United @ FRAEBEEREROERA
Holdings was waived. R¥54,891,000EE R °
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41. Related party transactions (Continued)
(c) Balances with related parties

41.

ERELRS @)

() BEENGEH

2010 2009
—E-ZF ZETNF
RMB’000 RMB’000
AR¥T T ARET T
Amounts due from related entities: R B REEE IR ¢
Trade nature 548
— Henan Yifeng — Al 1 264 342
Non-trade nature HFEFHMHE
— Chai Chenglei —%eRK R = 1,698
— Qian Haichun -85 - 2,379
264 4,419
Amount due from a director Bl — R EEFHIE
— Zhou Mingming — JEIBAEA = 30
Total #st 264 4,449

All amounts due from related parties were denominated in
RMB, unsecured, interest free and repayable on demand.

PG e BE T R IE A AR BEGHE
EIEA - B NAREREE -

2010 2009
—E-EF —ETNF
RMB’000 RMB’000
ARET T AREFIT
Amounts due to related entities: R EEEEHIE
Non-trade nature FEEFHMNME
— United Holdings — B AR = 71
- Qian Haichun — 85 - 2,000
Total #a5tT - 2,071

All amounts due to related parties were unsecured, interest
free and to be settled in accordance with agreed credit term

or payable on demand.

AERNEBETNFARERR 28
FIZREMEE SRR AEELEE -

Note: The maximum balance outstanding for amount due from a director MisE c FRREERR —ZEETEEEEA
during the year was:
2010 2009
—E-ZF —TTNEF
RMB’000 RMB’000
AR®T T ARETT
Zhou Mingming JEIRRER 95 5,646
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41. Related party transactions (Continued) M. BEESRS m
(d) Compensation of key management personnel 0 FEEEAENHE
2010 2009
—2-%F _—TTNF
RMB’000 RMB’000

AR®T T ARMETTT

Short term employee benefit EREB RN 2,622 1,347
Retirement benefits scheme contributions BRI ET IR 26 16
2,648 1,363
42. Retirement benefits scheme contributions 42. BRERIGHEIHE K
The Group has participated in certain defined contribution AEBE2NETHAERKLLSHAELS
retirement schemes managed by the respective municipal BENTEAEEN ERETREARTE - &
governments where the Group operates, covering all permanent EREREEEZHMKAETL « FR - BRIR
staff of the Group. The Group has no obligation beyond the KABIERFES17%E20%TE R H K
contributions which are calculated based on 17% to 20% of G REENmEAMELT -

permanent staff basic salaries during the year.
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43. Information About the Statement of Financial 43. EB@ZA A A&k AR EE
Position of the Company

Information about the statement of financial position of the RIREEIRIA R - BEALD TG

110
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Company at the end of the reporting period includes: RERBIE -
2010
—E-FF
RMB’000
AREFIT
NON-CURRENT ASSETS FREBEE
Unlisted investment in a subsidiary R—KHMBRARIFELTRE 93,290
Office equipment N 218
Amounts due from subsidiaries JEUSB B A AR TE 316,733
410,241
CURRENT ASSETS MENEE
Prepayment and other receivables TR RO & B e Y5k IE 3,676
Bank balances and cash RITEHRNIRS 67,713
71,289
CURRENT LIABILITIES REEE
Other payables E At RIA 1,835
Amounts due to subsidiaries FEIB B A R IE 67,492
69,327
NET CURRENT ASSETS REBEETFHE 1,962
TOTAL ASSETS LESS CURRENT LIABILITIES BEEBRBER 412,203
CAPITAL AND RESERVES BEAXR#E
Share capital (&N 68,140
Reserves 1 344,063
TOTAL EQUITY R 412,203
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mEMBHEME ()

For the year ended 31 December 2010
HE-ZT-ZTHE+-_A=-+—BLEE

44. Particulars of subsidiaries 44. B AT EFR
The particulars of subsidiaries of the Company as at the end of RARMBRRAN SRS BB RENE
each reporting period are set out as follows: K7
Issued and
fully paid-up
Place of share capital/  Equity interest attributable
incorporation/ registered to the Company as at
Name of company establishment capital 31 December Principal activity
ﬁﬂﬁﬁ_\i/ BRTRARE A2ERT=ZA=1—-8
ARER B3t B BRA/FMER FEfh R A RE R TEER
2010 2009
“E-BFf  C—TTNE
% %
Directly held
EERS
Chaowei Power Group Limited BvVI N US$100 100 - Investment holding
HEEBHNEEBRAR EEEARKES 100 7T AR
Indirectly held
EERE
Chaowei Power (Hong Kong) Limited Hong Kong HK$10,000 100 - Investment holding
BRENEE)BRAR BE 10,0007 7T REAER
Chaowei Power Technology Limited Hong Kong HK$10,000 100 - Research and development
BHBNRRBR R HE 10,0007 7T IE
BEERERAR (M) PRC RMB618,800,000 100 100 Manufacture and sales of
(Chaowei Power Co., Ltd) (Note i) ] ARH motive batteries
618,800,0007T NEREEDNEN
REFNERERAF (M) PRC RMB10,000,000 100 100 Manufacture of motive
(Changxing Zhongcheng Power Co., Ltd) ARK batteries
(Note i) 10,000,0007C BB HEH
MERBHRERER AR ) PRC RMB10,000,000 60 60  Manufacture of motive
(Henan Chaowei Power Co., Ltd) (Note i) NG batteries
10,000,0007C REPNEN
BRI ERAR AR (F) PRC RMB10,000,000 100 100 Manufacture of motive
(Shandong Chaowei Power Co., Ltd.) (Note NG batteries
i 10,000,0007C SEPNEN
IHBAERERAR (M) PRC RMB5,000,000 100 100 Manufacture of motive
(Jiangsu Chaowel Power Co., Ltd.) (Note ) AR batteries
5,000,0007C HEFHEN
ZHBHERARAR (M) PRC RMB10,000,000 80 80  Manufacture and sales
(Anhui Chaowei Power Co., Ltd.) (Note ) ARE of motive batteries and
10,000,000;T electrode plates
SEH T
WL EE NaeRAR A /) (Hai) PRC RMB10,000,000 100 —  Sales of motive batteries
(Zhejiang Chaowei Power Energy Co., Ltd.) NS materials
(Note ii 10,000,00075 HEBHNE IR
Notes: B 5T
(i) The English names of these companies are for reference only and have i) FRARMRXERBEHRSE  WREERL -

not been registered.

(i) Newly incorporated during the year ended 31 December 2010. iy REE=T-ZF+-A=t+—HLEFERH
[pava
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Financial Summary

BB EREE

The following table summarizes the consolidated results, TFXRSHIAEBREEZAEBFEN T -A=+—1tNEEE
assets and liabilities of the Group for the four years ended — HIGA %4E - BERBEIEIME
31 December:

2010 2009 2008 2007
=®-TF -“TTNF “FTEN\F -TTLH
RMB’000 RMB’000 RMB’000 RMB’000
ARMTR ARBTR ARETRE ARETR

Results E 4
Revenue Wz 3,224,750 2,433,889 2,316,911 1,466,108
Profit before taxation R A AE 369,918 283,704 179,045 109,151
Taxation T 18 (66,787) (57,657) (35,417) (16,888)
Profit and total comprehensive £ AR K.

income for the year 2ERALEE 303,131 226,047 143,628 92,263
Profit attributable to non- IEVERR

controlling interests FE(HF)E 34,936 24,135 15,521 8,040
Profit attributable to owners of KA G A A

the Company FE(SFE 268,195 201,912 128,107 84,223
Assets BE
Non-current assets IERBEE 767,670 498,382 287,041 203,076
Current assets MENVE B 1,919,041 915,585 893,869 713,830
Total assets EEE 2,686,711 1,413,967 1,180,910 916,906
Liabilities =i
Non-current liabilities MBI AME (293,567) (175,327) (6,324) (42,264)
Current liabilities ViEIN=RE (937,223) (510,895) (661,082) (506,659)
Total liabilities BEE (1,230,790) (686,222) (667,406) (548,923)
Capital and reserves BER N
Equity attributable to owners of ZR A EEE A

the Company FE(E RS 1,373,430 680,190 480,941 350,941
Non-controlling interests JERRIERERS 82,491 47,555 32,563 17,042
Total Equity 1k 1,455,921 727,745 513,504 367,983

Current ratio (current assets/ &I E(RENEE,

current liabilities) wREEE) 2.05 1.79 1.35 1.41
Gearing ratio (total bank BRBEGE R (BIRIT
borrowings/total assets) BB BEE) 17% 15% 10% 20%

The results of the Group for the three financial years KX&EEHE-—ZEES+4  —EF)\GEL -FEFENF+ -8

ended 31 December 2007, 2008 and 2009 and its assets =+ —H|FEMN¥XENHEEHBEHEEERERER -

and liabilities were extracted from the Prospectus, which — fER&EZIZ &5 S HEE R 20 EMNE «c AEFEHZE —
also set forth the details of the basis of presentation of ZT—ZF+—-HA=+—H|IIHRFEXELREN—"ZT—=
the combined accounts. The result of the Group for the #+— A=+—BHWEERBEHIINEI3EL58 @ LR
financial year ended 31 December 2010 and its assets and &8 AN 1 FTE M EEZT o

liabilities as at 31 December 2010 are set forth on pages

43 to 45, and are presented on the basis set out in note 1

to the combined financial statements.
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