F N — ®
F: 71734
CHILINEE

CHAOWEI POWER HOLDINGS LIMITED
HEE HZERERAE

(Incorporated in the Cayman Islands with limited liability)
(MFASESEMERINERQE)
Stock Code R 55%: 951







Contents

General Information

Financial Highlights

Chairman’s Statement

Management Discussion and Analysis

Awards

Directors and Senior Management

Corporate Governance Report

Directors’ Report

Independent Auditor’s Report
Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Consolidated Statement of Changes in Equity
Consolidated Statement of Cash Flows

Notes to the Consolidated Financial Statements
Financial Summary

128

B &

— AR
HHEE
EREE

BB BRA N
#8

28

g XA
K o
=

m

ox
A

p==4
=

g
KL
off

5

B R
SO

¥

E
EEB@E
B 35 IR0 &
ERBEHK
HAaREeRER
RE M B WA
MBERME

o

&

W

%

W

T
o> 1> o

ig



General Information
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General Information (continued)
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Cayman lIslands
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in the PRC
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Zhicheng, Changxing
Zhejiang Province
China

Principal Place of Business in Hong Kong

Unit 907, Level 9
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8 Cotton Tree Drive
Central

Hong Kong
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China Construction Bank, Changxing Jie Fang Dong Road
Sub-branch

Bank of China, Changxing County Sub-branch

Legal Advisers

As to Hong Kong law

Orrick, Herrington & Sutcliffe

As to PRC law
Zong Heng Law Firm

As to Cayman Islands law
Conyers Dill & Pearman

Compliance Adviser
BNP Paribas Capital (Asia Pacific) Limited
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General Information (continued)

—RER (&)

Auditors
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Transfer Office
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Financial Highlights
MERE

Chaowei Power Holdings Limited (the “Company”) and its
subsidiaries (the “Group”) are pleased to announce the following
financial highlights:

BB HERAERAA(TARAR]) REE
RE([AEBDMAEH NP BHRHE

Year ended 31 December

BE+-A=+—HLFE

2011 2010 Change
—E——F —T—TF &

RMB’000 RMB’000

ARETRT AR®TT
Revenue A 4,932,011 3,224,750 52.9%
Gross profit EF 1,581,959 847,701 86.6%
Profit before taxation & %54 A1 A 710,881 369,918 92.2%
Profit attributable to owners of the Company 7K A 7 B A & 15 555 455,338 268,195 69.8%

Year ended 31 December
BE+-A=+—BHLEE

2011 2010 Change
—E——F —E-THF =
RMB RMB
AR® TR AR T
Basic earnings per share BRERZEF 0.45 0.31 45.2%
Proposed final dividend per share EEORASHBRE 0.136 0.080 70.0%

For the year ended 31 December 2011, the Group’s audited profit
attributable to owners of the Company amounted to approximately
RMB455.3 million.

Basic earnings per share was RMBO0.45.

The register of members of the Company will be closed from 21
May 2012 to 24 May 2012 (both days inclusive), for the purpose
of determining shareholders’ entitlement to attend the forthcoming
annual general meeting of the Company (the “Annual General
Meeting”), during which period no transfer of shares of the Company
will be registered. In order to qualify for attending the Annual General
Meeting, shareholders should ensure that all transfer documents,
accompanied by the relevant share certificates, are lodged with
the Company’s branch share registrar, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, No. 183 Queen’s Road East, Hong Kong for registration by
no later than 4:30 p.m. on 18 May 2012.

The Board has resolved to recommend the payment of a final
dividend of RMBO0.136 per share for shareholders whose names
appear on the Register of Members of the Company on 1 June
2012. The Register of Members will be closed from 30 May 2012 to
1 June 2012, both days inclusive, and the proposed final dividend
is expected to be paid on 8 June 2012. The payment of dividends
shall be subject to the approval of the shareholders at the Annual
General Meeting of the Company expected to be held on 24 May
2012. In order to be qualified for the proposed dividend, shareholders
should deliver share certificates together with transfer documents to
the Company’s branch share registrar, Computershare Hong Kong
Investor Service Limited, at Shops 1712-16, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Hong Kong, for registration not later
than 4:30 p.m. on 29 May 2012.
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Chairman’s Statement

EREHRE

Zhou Mingming /& B3 8§

Chairman and Chief Executive Officer

T EARITIAEE

Dear Shareholders, EE AR

On behalf of the board (the “Board”) of directors (the “Directors”) HAARBREARAFNEERE(EF) (2=
of the Company, | am pleased to present to the shareholders of @) AARAZSUBREREAEEEHE =
the Company the annual report of the Group for the year ended 31 ZT——F+_A=+—HULIFEZ2FE£HE
December 2011. g o

As China’s economy grew rapidly, peoples’ average income have HE&EEERE TFEFERRFEHRABLE
been rising in recent years. BR o

Rapid urbanization in many first-tier and second-tier cities has not ERERXBRAEE M RKEREAE—HEK
been met by a corresponding rate of development of road and Z—RETHRRMENL  HZAEEHREH
transportation systems. Many people use electric bikes (‘ebikes”) BITEEERH@E - EHHH 178 2K A
for daily commute and ebikes have become a part of their daily B &EFH LD - G KD —_BGRZ
lives. Similarly, mass transportation systems are not well developed T AREREZFZHALR TS  FF KL
in many second and third-tier cities. Ebikes have become a highly ERAMEESH EITEE KA — BB E LW
popular transportation method because of its convenience and low E# A - Kt > AR EHRAMERER - 18
cost. Moreover, given the limited oil sources in the world, the oil price (B #5 & 25 £ F+ o E R BT &9 F 47 B 28 A
is expected to rise gradually. Energy saving transportation means M;RZRBEREEBKAENIBTE  fE
such as ebikes would become more and more popular as a result of BT EAMEEHEHTEHSESHMRBEL &
government’s favorable policies and people’s preference for low-cost  WEREER AT HITEMNES H T alE
transportation. Such has created a strong and sustainable demand  E ) & Al #FHE R F K o

for the electric bikes lead acid motive batteries.

ANNUAL REPORT 2011 CHAOWEI POWER HOLDINGS LIMITED



Chairman’s Statement (continued)

EREHRE (K)

On the supply side, 2011 has been a year of change for our industry.
As the PRC government intends to strengthen the enforcement
of environmental protection measures, there is a growing concern
over pollution prevention efforts of lead-acid battery and other
industries involving the use of heavy metals. The Ministry of
Environmental Protection of the PRC (% ARFAMEIRIFIRE
#B) stepped up its efforts in industry monitoring. A list setting out
lead-acid storage battery manufacturers that were ordered to shut
down due to substandard product quality was released on 2 August
2011. Pursuant to this list, among the 1,930 lead-acid battery
manufacturing, assembly and recycling operators nationwide, 30%
were ordered to close down and 53% were required to temporarily
suspend production and approximately 13% were allowed to
maintain their production. As a result, the production capacity of the
lead-acid batteries industry has been reduced significantly starting
from the second quarter of 2011. As a result of our continuous efforts
to ensure compliance with environmental standards, the Group is one
of the few lead-acid battery manufacturers that meet the prescribed
industry standards and are allowed to maintain operations. The
Group will grasp this opportunity to strengthen its position in the
industry by actively increasing its production capacity and enhancing
its production technology in order to achieve outstanding results and
returns for our shareholders.

During the year under review, the Group has completed the
construction work for three new production facilities and capacity
expansion projects, and had also completed three acquisitions,
which successfully increased its annual production capacity by
30.2% from 43 million units of lead-acid batteries at the end of
2010 to 56 million units of lead-acid batteries at the end of 2011.
During the year under review, our products have recorded strong
sales growth, total sales volume was 42.9 million units of batteries,
representing an increase of 28.4% compared to that of 2010. Among
the total sales, approximately 20.2 million units were attributable to
the primary market, representing 47.2% of the total sales volume;
approximately 22.7 million units were attributable to the secondary
market, representing 52.8% of the total sales volume. Driven by
the increase in sales, overall earnings for the Group has soared to
record high, with total revenue for the Group reaching RMB4,932.0
million, representing a substantial increase of 52.9% compared to
that of 2010. Operating profit and profit attributable to owners of the
company increased by 94.6% and 69.8% to RMB589.8 million and
RMB455.3 million respectively. Gross profit margin maintained at a
healthy level of 32.1%. Basic earnings per share increased by 45.2%
to RMBO0.45. The Board of Directors is pleased to recommend the
declaration of a final dividend of RMBO0.136 per share for the year
ended 31 December 2011, which will be subject to shareholders’
approval at the forthcoming Annual General Meeting of the Company.

HEMITENRERBRRAMS  —F——F2X
B2 F o AR BT E MR IRERE B IE
MEE  WERELARSREAESENE
b TERP IS RAREEA ST RIREE - PEE
AREFMBIREREDIMBEZ HEETITE
YW —_TE——FNA_BL2HRERLEET
A METSHAMNMEBEEE LR ERS
BoRBZMBE £1,980RURE2HEH
BliE  HERERSEEBEEMARET - 30%E
T2 B - Mo3%BEREE - W B #13%%
HHBEE -Alt AT ——FF_F. -
WHEBEMITENEEREB TR - ARAEET
SN BRETREZE AEKAFTER
ETXGSERRBAEHFEZENDHEKE)
BlEEz —  c AEBBILREEH#E  BBEE
N E B IR FH A E R AT LASR(E 1T ¥ AL -
REARMOREMEGEMNEL DR -

REEFEN  ANEBXK T ZHEENE
ERBNEETRE  UARZHBEWE KL
AEBFEREB - —ZFERFFNL3008
ESHBE B IR T 30.2%E — B — —FERKH
5600B BB EM - MEFAN - NEEEM
ESAYMEEER H BIHE 254208 [
B M- TFEER84% P 4T
BH) B2,0208 E  (HAEES47.2% 5 —
M5 H /22708 A - (H B HE £52.8% &~
EEERRANAEHENO S ANHES THA
e AEBEBUIAEARK49.320BTT - &
TE-TE AR FT52.9% o KLEFEEAR
RIHEE A FEMRFIE 5 B K94.6% K 69.8%E
AR 5898 LA K AR 4.553187T ° EF
KUEFEIEB2A%RIERKT + GREREFE
R452%E ARM0.45TC - EFGMAS M -
RARBE—FT - —FT-_A=T - ALF
EERAHRE TR ARE0136TT « KA
BAEARGIEERERFTFRE EEHKE
HEE o

HMEBNERERAR —ZT——FR§



Chairman’s Statement (continued)

EFE®/E (H)

During the year under review, in order to maintain its competitiveness
in the industry, the Group has actively engaged in the research and
development of new technologies and new products, enhancing
its production efficiency, as well as enriching its product mix. The
Company is among the few manufacturers in China that are capable
of adopting the enclosed battery formation process in commercial
production. As at the end of 2011, 57% of the Group’s production
capacity can utilize the enclosed battery formation process. The
Group will continue to invest in the research and development of
production processes which not only meet current environmental
requirements but also the potential industry standard change in the
future.

The Company was successfully listed on the Main Board of the
Stock Exchange on 7 July 2010. After being listed for more than one
year, we have reinforced our corporate governance and enhanced
the image of our Group and our brand, and have gained wide
support from investors. Facing the opportunities and challenges in
our industry as well as the ever changing economies, the Group
will adjust its development strategy in a timely manner in order to
maintain and consolidate its leading position in the industry and also
to strive to become the world’s largest supplier of motive batteries
and storage batteries.

Last but not least, on behalf of the Board of Directors, | would like
to thank our management and staff for their dedicated work and
valuable contribution during the past year. | would also like to take
this opportunity to express my gratitude to the Group’s customers,
suppliers, business partners and shareholders for their continuous
support and trust.

Zhou Mingming
Chairman and Chief Executive Officer

29 February 2012
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Management Discussion
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Management Discussion and Analysis

FqﬂEFE;THH51 *ﬁ

Established in 1998, our Group is the market leader in the fast
growing China electric bikes lead-acid motive battery industry, our
leading position has been further strengthened after successfully
listed on the Main Board of the Stock Exchange in 2010. Our Group’s
clients in the primary market are mainly top class electric bikes
manufacturers, and as of the end of 2011 we have a national network
of 675 dedicated distributors in the secondary market. The Group
has also started to produce electric car lead-acid motive battery
and wind and solar energy storage battery. The Group’s production
facilities have passed ISO9001 quality control system certification
and 1SO14001 environmental protection management standard
certification.

Market Overview

As it is easy-to-use, environmentally friendly, energy saving and low
in utility costs, the electric bike has become more and more popular
in China, and has become a new living style that uniquely meets the
needs of people in China now. Urbanization has been gaining pace
and the Chinese government has also increased rural construction
and implemented various policies (including the “Intervilage Road
(R B AKETED) which aims to
providing road access to all villages. Demand for electric bikes in

Network Construction Project”

urban and rural areas of China has been growing continuously.

According to Frost and Sullivan, the total accumulative electric bike
population in the Chinese domestic market is approaching 132.9
million and is expected to grow at a CAGR of 12.4% from 2011 to

REBRIR —AANF > B ERRE ﬁﬁ

MEFHETENRE NEMTE LT HE
%’5_%*§$ﬁ%mﬁxﬁiﬁiﬁ%'

H—PREITEMM c NEB—RTISHNEP
FTEREREHETERER  R_T——F
BRE - —AMISAEBETSEEBLHER
BE2EESM AEETHAREEESHEA

sEE N BN RREMKGERMESD - K
EIE’JEFK % B 38 BISO9001 & 8 ES 1 R 47
2% RISO14001 B R BB IZERE -

mEHE

BEHATEMEACAERE  RREMERE
FARAESHFE EPEMNEAUBE X -
BERERABIFATERBABENFEE
FE o WEERABKR - P BT IR
MENBRRRE S HERWNATBARKT
BE SHEARMBHANREHRRIBAE -+FEH
B RENEHESHATENT RIFEL
& o RBEHFEMFEDF - FEBEATISE

BITEARK R B EEIT1.320B A - Bt
T FE_T-=FERFEAE12.4%
BRI ZE——FREET PEER
MEMEBEHETENT KE2,5808H - AN
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Management Discussion and Analysis (continued)
EEENWR DN (&)

2018. In addition, the demand for new electric bikes by sales volume
reached 25.8 million bikes in 2011 for the Chinese domestic market.
As the lead-acid motive battery was used in more than 97% of the
electric bikes, the fast growing of electric bikes will also drive up the
demand for lead-acid ebikes battery. The market expects that the
scale of the electric bikes lead-acid battery market to be growing at a
CAGR of 16.9% from 2011 to 2013.

In recent years, China government has been actively developing
rigidly
environmental protection work. In order to control the pollution

environmental protection industry and enforcing all
caused by industries that involve heavy metal (such as the lead-
acid battery industry), the Chinese government has been raising
various standards (including emission and production processes
requirement). Such measures have benefited the development of
bigger players and stimulated industry consolidation. A list setting
out lead-acid storage battery manufacturers that were ordered to
shut down due to substandard product quality was released on 2
August 2011. Pursuant to this list, among the 1,930 lead-acid battery
manufacturing, assembly and recycling operators nationwide, 30%
were ordered to close down and 53% were required to temporarily
suspend production and approximately 13% were allowed to
maintain their production. The Ministry of Industry and Information
Technology started the investigation work to eliminate obsolete
production capacity at the end of 2011, and has amended the

“Guiding Catalogue for Eliminating Obsolete Production Capacity

TRALEDETELEAUBDNEN - B
DETEHRREREARTHEHATE
HRELHBREN  THEH T — 7
Z-F-CHEDAGERBELTBAM
R A R16.9%E K ©

FPEBNOFEGERRREE  BREHNT
EERSRELE REHWNBEELZ PR
EeBTENSE PEEFNBERSZE
EEBEFRNEERREEZR) - ZFHEH
ERAANMBLEETE  WRIBITEER
A -RZ—FNA-BH —OHHEARER
BETAEK MAETSHEANMEBES bR
EEMBEWAM - BIEZMHEE - £1,930K
RERE S RE - A5 & B U E b AR
B - 30%E TSR - M53%AE KIZE -
I B X)13% M A FFEE - TEME SR
- —FREEMAXERESREIIE -
BETCRKERERIEERH)  BIB[#HEE
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Management Discussion and Analysis (continued)
EEEBNWR DN (&)

( CEREIRERIEERH) ),
become the main focus of obsolete capacity that needs to be

“lead-acid battery industry”  will

eliminated in 2012. In addition, according to “Clean Production
Implementation Plan for Battery Industry ( (EMiTEE24EE
M%) ) and “Entry Conditions for Lead-acid Storage Battery
Industry ( EHEEEBMITEMAEAEM) )" (proposed), the government
will further eliminate the substandard production capacity of lead-
acid battery enterprises, all these have created favorable conditions
for scalable leading lead-acid battery manufacturers to expand their

market shares and brought along long term business opportunities.

Sales growth

Extending the growth trend of the electric bikes, market demand
for electric bike lead-acid motive batteries remained strong in 2011.
Supply of the lead-acid motive battery has been affected by the
implementation of various environmental protection policies and the
closing down of a significant number of market players. According to
Frost and Sullivan, our market share by revenue accounted for 24.5%
in the ebike motive battery market in 2011. As the business of lead-
acid motive batteries for ebikes is currently still the main driving force
of the Group, which accounted for over 95% of its total revenue in
2011, the Group’s sales have recorded strong growth which enabled
the Group’s income, gross profit and net profit to record a significant
double digit growth.

The Group’s nationwide sales and distribution network covers the
primary and secondary markets. In respect of primary market,
the Group has gained support from various top class electric bike
manufacturers: among the top ten electric bike manufacturers in
China, eight of them were our clients, including well known enterprises
such as Evermaster, Yadea, Byvin, Lima and Taifeng Bird. Revenue
attributable from primary market was approximately RMB2,173.9
million, representing an increase of 59.0% compared to that of
2010. Distribution network of the Group’s secondary market covered
the whole nation, as of 31 December 2011, the Group had 675
dedicated distributors throughout the country, revenue generated
from secondary market was approximately RMB2,679.8 million,
representing an increase of 47.1% compared to that of last year.

Expansion of production capacity and the merger
and acquisition within the industry

In order to satisfy the growing demand for lead-acid battery in
primary market and secondary market, the Group has actively
expanded its production capacity through the construction of new
production facilities and also acquisitions in 2011.

ANNUAL REPORT 2011 CHAOWEI POWER HOLDINGS LIMITED
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Management Discussion and Analysis (continued)
EEENWR DN (&)

New production facilities in Jiangxi, Shandong and
Zhejiang

During the year under review, the Group has proactively constructed
a new production line and focused on upgrading its production
facilities. In April 2011, we built new production facilities in Jiangxi
and the construction will be completed in three stages. The first
phase has commenced production in September 2011, with a
production capacity of 12 million sets of electrode plates. The
second phase is under construction and is expected to commence
production in 2012. In August 2011, the third stage of the new
production facilities in Shandong has commenced production, which
has provided the Group with an addition capacity of 9 million units
of lead-acid motive batteries. In January 2012, the Group’s wholly-
owned subsidiary Changxing Zhongcheng Power Co., Ltd. (KE1Z K
EJR/A 7)) has commenced construction of a new production facility.
The plant is expected to commence production by June 2012. Upon
its completion, the new production facility is expected to achieve an
annual production capacity of 12 million units of lead-acid motive
batteries.

Huzhou
Zhejiang

Acquisition of Anhui Yongheng Power,
Changguang Haotian Power and
Changxing Jintaiyang Power

In addition, in order to increase the pace of expanding production
capacity, the Group has undergone three acquisitions in 2011,
including (1) the acquisition of Anhui Yongheng Power Technology
Co., Ltd.(Z Bk ES HRHZABRAR]) in May 2011, and is planning
to expand the new production base in Anhui Province; (2) the

IPE ~ LR MOIT B9 37 £ E R b
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acquisition of Huzhou Changguang Haotian Power Co., Ltd. (#
MEEEKRERERAT) in June 2011, thereby increasing our
production capacity by 1.5 million units; and (3) the acquisition of
Zhejiang Changxing Jintaiyang Power Co., Ltd. (I KE S A5 E
JRAEBRAT]) in August 2011, and further increasing our production
capacity by 1.5 million units. Benefited by the new production lines
that come into operation and the completion of acquisitions, the total
production capacities of the Group for the year ended 31 December
2011 has reached 56 million units, representing an increase of 30.2%
compared to that of 2010.

Strengthening research and development and
developing new products

In order to consolidate the Group’s leading position in the industry,
we have maintained our competitiveness within the country through
continuously improving our existing products and developing new
products. The Group has 410 research and development staff
and technical staff as of 31 December 2011. In 2011, the Group’s
research and development team focused on the research and
development of batteries and other new technology and has achieved
good progress. During the year, research and development projects
completed by the Group include the full plastic battery for electric
bikes, a smart battery for electric bikes, a smart charger for lead-
acid storage battery for electric bikes, a high performance lead-
acid storage battery for electric cars, a lead-acid storage battery
that has a management system for electric cars and a full plastic
battery for electric forklifts. In addition, the Group has cooperated
with well-known domestic and foreign institutions and colleges,
and has undergone many research and development projects. As
of 31 December 2011, the Group has 11 invention patents, 158
utility model patents and 23 design patents, and has participated
in formulating 13 national and industry products standards. The
Group is among the few manufacturers in the PRC that are capable
of adopting the enclosed battery formation process in commercial
production. During the year, the Group was accredited as 2011
Enterprise Institution of Zhejiang Province (2011&E#TE (DM
f), Provincial Outstanding High Technology Enterprise Researching
Centre (AAREF =AM EEMEEF L)) and State Post-Doctorate
Science Research Workshop (B2 4 18 £ 1& BHft TELE), proving the
strong research and development ability of the Group.

Enhance brand awareness

In order to further develop secondary market, we have strived to
increase the number of point of sales to expand our sales network. In
the meantime, the Group has kept enhancing its brand image, hoping
that the enhancement in brand awareness could further extend the
coverage of our sales network. In respect of brand building, the
Group has carried out comprehensive marketing initiatives during
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the year, advertisements have been placed in all provinces and
has continued to engage Mr. Donnie Yen a famous actor, as the
spokesperson for our products. With Donnie Yen’s energetic image,
we believed that he can bring positive image for our Group to electric
bikes customers, help to enhance public’s awareness towards our
Group and increase their confidence towards our products.

Revenue

During the year under review, the Group’s revenue amounted
to  RMB4,932,011,000 in 2011, rising by 52.9% over
RMB3,224,750,000 for 2010, 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 42.9
million units of batteries during 2011 (2010: 33.3 million units).

Gross profit

The Group’s gross profit amounted to RMB1,581,959,000 in 2011,
an increase of 86.6% over RMB847,701,000 for 2010, which was
primarily attributed to a higher sales volume of lead-acid motive
batteries. By raising the average selling prices of its products as a
result of the supply shortage in our industry, the Group recorded
significantly higher gross profit margin of 32.1% in 2011 as compared
10 26.3% in 2010.

Other income

The Group’s other income for the year amounted to RMB26,700,000
in 2011, representing a decrease of 50.2% from other income in
2010, which was mainly due to the one-off government grants of
RMB46,131,000 in 2010.

Distribution and selling expenses

The Group’s distribution and selling expenses for 2011 amounted to
RMB412,124,000, representing an increase of approximately 33.3%
over RMB309,285,000 for 2010, which was primarily attributed to
the increase in after sales service provision, advertising expenses and
transportation costs. For 2011, the distribution and selling expenses
as a percentage of revenue were 8.4% (2010: 9.6%).

Administrative expenses

The Group’s administrative expenses were RMB222,928,000 in
2011, representing a rise of 90.8% over RMB116,826,000 for
2010, which was primarily attributed to increases in staff expenses,
depreciation and profession fees. The increase in administrative
expenses was in line with the Group’s business expansion.
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Research and development expenses

Research and development expenses amounted to RMB182,723,000
in 2011, representing a substantial increase of 255.4% over
RMB51,407,000 for 2010, 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 being undertaken, including
research and development in new products, subsequent to listing.

Finance costs

The Group’s finance costs increased by 106.8% from
RMB20,782,000 for 2010 to RMB42,971,000 for 2011, which was
primarily attributed to an increase in interest expenses on our bank
borrowings as a result of the increase in our average outstanding
bank borrowings.

Profit before taxation

For the above reasons, our profit before taxation increased by 92.2%
to RMB710,881,000 in 2011 (2010: RMB369,918,000).

Taxation

The Group’s income tax expenses for the year increased by 81.3%
to RMB121,058,000 in 2011 (2010: RMB66,787,000). The increase
in taxation was mainly in line with the increase in operating profit.
The lower effective tax rate of 17.0% in 2011 (2010: 18.1%) was
mainly due to Henan Chaowei Power Co. Ltd (AR ERER A
Al) enjoying favorable tax rate of 15% as New and High Technical
Enterprises in 2011.

Profit attributable to owners of the Company

In 2011, profit attributable to owners of the Company amounted to
RMB455,338,000, a rise of 69.8% over RMB268,195,000 for 2010.

Liquidity and financial resources

As at 31 December 2011, the Group had net current assets of
RMB691,394,000 (31 December 2010: RMB981,818,000) of which
cash and bank deposits were RMB844,750,000 (31 December 2010:
RMB477,776,000). Total borrowings, including discounted bills,
were RMB1,250,000,000 (31 December 2010: RMB443,752,000),
which were mainly used to finance the purchases and daily
operations of the Group. They were denominated in RMB, of which
RMB707,000,000 bore interest at fixed rates and RMB1,094,000,000
were repayable within one year. The Group adopts centralised
financing and treasury policies in order to ensure that the Group’s
funding is utilised efficiently and monitors its interest rate risk in a
conservative manner.
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As at 31 December 2011, the Group’s current ratio (current assets/
current liabilities) was 1.30 (31 December 2010: 2.05) and gearing
ratio (total borrowings/total assets) was 28% (31 December 2010:
17%). 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 2011 (31 December 2010: nil).

Pledge of assets

At the end of the year under review, 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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Share Option Scheme

The Company adopted a share options scheme on 7 June 2010, but
the Company has not granted any shares options for the year under
review.

As at 31 December 2011, the Group employed a total of about
11,473 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 RMB178,781,000. 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.

In order to maintain our leading position in the industry and to
capture the opportunities brought along by industry rectification and
government policy, the Group’s long term goals are:

o to be the world’s No. 1 motive and storage battery supplier;

° to strengthen and lead the motive and storage battery
technology development;

° to be a model manufacturer and trend-setter for the industry in
China.

Strategic expansion of production capacity

As the PRC government has placed more effort to make lead-acid
battery manufacturers situate together, industry consolidation has
brought lots of good merger opportunities to the Group. We will
keep actively seeking targets for acquisitions to further increase
our production capacity, and will strategically acquire enterprises
that were being eliminated during industry consolidation but with
good conditions, such as those with advanced production facilities,
experienced management staff and those with technologies that can
complement those of the Group, and to facilitate the Group’s long
term development through mergers and acquisitions. The Group is
planning to construct new production facilities in second- and third-
tier cities to further enlarge our market shares.
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Strengthen research and development and lead
technology development for the industry

To enhance product quality and to develop new products to meet
market demand, the Group plans to enrich its product mix by
developing various products, such as a full plastic storage plate
battery (FEEEIR 2B EETE ), a high performance lead-acid storage
battery for electric cars, a Lithium storage battery and Lithium battery
for communication use. Besides lead-acid motive batteries for electric
bikes, the Group will continue the research and development of
motive batteries for electric cars, and is gradually introducing this
product to the market. In order to further enhance our research
and development capabilities and expertise and the Group’s core
competitiveness, the Group has constructed “Zhejiang Chaowei
Research Institute (#/T & BEMFLPT)” in Zhejiang province and a
3,000 sg. m laboratory in the new production base. Besides, the
Group will continue to expand the technology innovation team.

Expand distribution networks

According to market data, secondary market will undergo a fast
growing period. The Group will continue to enhance the brand image
of CHILWEE ( [#8E{] ) to facilitate the expansion of sales network
in the secondary market, to extend market coverage, and to deepen
the cooperation relationship with powerful distributors, with an aim to
grab the huge growth potential of the market.

Strategic cooperation with lead suppliers to
maintain stable growth of earnings through cost
control

As lead is the major raw material for the Group’s production, the
ability to procure high quality lead at suitable price in a timely
manner is paramount to our commercial success. To ensure a stable
supply of lead, reduce the cost of raw materials and enhance the
Group’s competitiveness, the Group will continue to foster strategic
cooperation with lead suppliers. In the meantime, the Group will
adjust product prices according to market response to maintain high
gross profits for the Group, and the Group will mitigate the adverse
effect arising from the fluctuation of lead supply, quality and price
through better inventory management.
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Awards

®1E

2011 Lead Battery Clean-production
Self-regulated Industry Alliance

In May 2011, the Company’s subsidiary was honored
by China Battery Industry Association as “2011 Lead
Battery  Clean-production  Self-regulated  Industry
Alliance”.
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2011 Clean Production and
Environmental Friendly Enterprise

In October 2011, the Company’s subsidiary was
honored by China Battery Industry Association as
“2011 Clean Production and Environmental Friendly
Enterprise”.
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The Corporate Vice-Chairman of
The Sixth China Battery Industry
Association

In October 2011, the Company’s subsidiary was
honored by China Battery Industry Association as “The
Corporate Vice-Chairman of The Sixth China Battery
Industry Association”.
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National High-Tech Enterprises

In October 2011, the Company’s subsidiary was
honored by the Science Technology Department of
Zhejiang Province, Zhejiang Provincial Department of
Finance, Zhejiang Provincial Office, SAT and Zhejiang
Local Taxation Bureau as “National High-Tech
Enterprises”.
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National Key and New Product

In August 2011, the product of the Company’s
subsidiary was honored by The Ministry of Science
and Technology of the PRC as “National Key and New
Product”.
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National Torch Program High-Tech
Enterprises

In October 2011, the Company’s subsidiary was
honored by the Ministry of Science and Technology
of China as “National Torch Program High-Tech
Enterprises”.
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China Top 500 Private Manufacturing
Enterprises

In August 2011, the Company’s subsidiary was
honored by China Federation of Industry & Commerce
as “China Top 500 Private Manufacturing Enterprises”.
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Directors and Senior Management

EEkEREEE

Mr. Zhou Mingming (EBABA), aged 43, 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 (fit/EREE2FT) in July 1990. Mr. Zhou has over 15
years 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 73, is an executive Director 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 Batteries ( (&) ), International Power
Information ( (BB EJEEIS) ) and Power Technologies ( { EJRE
filT) ), etc. Mr. Zhou was appointed the vice-chairman of the First
Session of Lead-acid Battery Committee (£ —fEEEE B WHEER
E@g|ETZ8) by China Electrotechnics Technology Academy (1
BlE T {72 2) in August 2008 and member of National Lead-acid
Battery Standardization Technology Committee (& B854 B IZ %4
RfirZ 8 ) in July 2007. He is the father of Mr. Zhou Mingming and
the spouse of Ms. Yang Yunfei, an Executive Director.

Ms. Yang Yunfei (3 Z£7®), aged 69, 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)
EEReREERE (&)

Mr. Yang Xinxin (3 #7%7), aged 44, is an executive Director of our
Group. He is mainly responsible for assisting Mr. Zhou Mingming
in the discharge of Mr. Zhou’s duties in the overall management of
our Group. Mr. Yang joined our Group in August 2011. He has vast
experience in the management of sizeable organisations. Immediately
prior to joining our Group, Mr. Yang was the secretary of the party
committee (EZZE752) and deputy head (BIfT &) of Zhejiang Design
Institute of Water Conservancy and Hydroelectric Power (/L% 7K
F7K B #8I3%5BT), and had served in such positions since August
2006. Mr. Yang was the deputy head (BI§4&) of the People’s
Government of Anji County, Zhejiang Province (/I 4& &2 & & A RIK
F) between June 2001 and August 2003. Mr. Yang was the deputy
director of Water Resources Department of Zhejiang Province (#
STA/KFEE) between August 2003 and August 2006. Mr. Yang
is a professor-level senior engineer (FIE K=& TEAN). Mr. Yang
obtained a master degree from Zhejiang University (4TI A& in
March 1991 and a bachelor degree from Anhui University of Science
& Technology (Z#3ET KE2), formerly known as Huainan Mining
Institute* (FEFIFEZEERRT), in July 1988. Mr. Yang is an elder brother
of Mr. Zhou Mingming, the son of Mr. Zhou Longrui and Ms. Yang
Yunfei.

Ms. Deng Xihong (B8 Z4T), aged 47, 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.
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Directors and Senior Management (continued)
EEREREERE (&)

Mr. Ng Chi Kit (RE#), aged 39, was appointed as a non-
executive Director of 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 was a senior manager of Ernst & Young since 2004. Mr.
Ng has over 10 years of experience in accounting and auditing.

Mr. Wang Jigiang (CE#3%), aged 72, 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 (FF B & FRH%
EERAE T N\WIRAN 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 (BHEH T 5 —55148) from the Ministry of
Information Technology of the PRC (F# A R MBI {5 EZEZE6) on
his research on lithium rechargeable battery technology in October
1999. Mr. Wang received a bachelor degree in electrochemistry from
Fudan University in 1962.

Prof. Ouyang Minggao (B(f58E1E), aged 53, 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 (B#E A
2) since 1994 at which he held various titles including Ministry of
Education Scholar Chang Jiang Special Professor (3B & & /L E2& 5
BE2I%) and supervisor of the National Key Laboratory for Automobile
Safety and Energy-saving Research (GEZ 2 HEERNREMNERE
F1F). Prof. Ouyang is a Standing Member of the National Committee
of the Chinese People’s Political Consultative Conference (&
ARBUAEEHEREZEERIFEE). Prof. Ouyang is also an
independent non-executive Director of Sinotruk (Hong Kong) Limited,
a company listed on the Main Board of the Stock Exchange.
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Directors and Senior Management (continued)
EEReREERE (&)

Mr. Lee Conway Kong Wai (Z=/#&1), aged 57, 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, Gome Electrical Appliances
Holding Limited, Tibet 5100 Water Resources Holdings Ltd., and
Citic Securities Company Limited, all being companies listed on
the Main Board of the Stock Exchange, since October 2009, July
2010, October 2010, March 2011, April 2011 and November 2011,
respectively, and Sino Vanadium Inc., a company listed on the TSX
Venture Exchange in Canada between October 2009 and December
2011. Mr. Lee has been appointed as a member of the Chinese
People’s Political Consultative Conference of Hunan Province in
China since 2007.

Mr. Gao Xinkun (523#), aged 48, 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 (4
STEM#BERRR) in July 1984. Mr. Gao was enrolled as a member of the
Chinese Institute of Certified Public Accountants (47 Bzt & 51E0 17
) in January 2000. Mr. Gao has more than 10 years of experience
in financial management. Prior to joining our Group, Mr. Gao worked
as an executive director and the vice general manager of Tianneng
Power International Limited (REEENIBIRARAR]), a company
listed on the Main Board of the Stock Exchange from April 2003 to
September 2005. Mr. Gao worked as the chief financial officer of
Hangzhou Auto Parts Factory (i /3B Z {48 E) from September
1999 to September 2002.
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Directors and Senior Management (continued)
EEREREERE (&)

Prof. Chen Tixian (FRE& 1), aged 73, 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
(EF9RE) 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 (B 8#2) aged 40, 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 (II&FEMIEEN) 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 (£JE%8), aged 42, 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 (R{&%), aged 36, 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 (K T
BB AR A 7)), 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
& ¥ ERRE

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 under
review, the Group has fully complied with all the code provisions set
out in the CG Code other than Code Provision A2.1 as detailed below.

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 of the Board in
preparing 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.

The Board currently comprises four executive Directors (Mr. Zhou
Mingming, Mr. Zhou Longrui, Ms. Yang Yunfei and Mr. Yang Xinxin),
two non-executive Directors (Ms. Deng Xihong and Mr. Ng Chi Kit)
and three independent non-executive Directors (Mr. Wang Jigiang,

Prof. Ouyang Minggao and Mr. Lee Conway Kong Wai). Biographical
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Corporate Governance Report (continued)
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details of the Directors of the Group as at the date of this report are
set out on page 22 to 25 of this annual report. Independent non-
executive Directors account for 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.

During the year ended 31 December 2011, the Board has held a total
of 4 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 4 Board meetings
are set out below:

BEFHEHNANFRFE2L2AEFLE -
BYFATEEMELEREZTENEN=
DZ— BIUFATEEHREEBHLITESR
BENBEXESR  RAKETREENE
EMBRER  AEAAEERBRRO&KE
M - BUFRTEFNRERAEFT SR
HBVEENER  UH2ZE - ARFEW
B BUIFAITEERIE LR RIS 3.1315K#
RE FREEBUMZHERE YHEER
BEURITEERBIAL -

BE-F——5+-A=+—ALEERN
EFYERTAMREFREE TERA
TRAZRENEBRRRANE  BHRE
B REERR -

BEEFNAREFTEERMHFRLELT ¢

Attendance/

Number of

Board Meetings

Name of Director Egﬁﬁ tﬂﬁ}ﬂﬂ/§$§§§ﬁ(§i

Mr. Zhou Mingming R kA& 4/4

Mr. Zhou Longrui EER b 4/4

Ms. Yang Yunfei HBERLZ LT 4/4
Mr. Yang Xinxin 15 ¥ %0 % A 0/0%

Ms. Deng Xihong HEazt 4/4

Mr. Ng Chi Kit REGEE 4/4

Mr. Wang Jigiang o M8 A 4/4

Prof. Ouyang Minggao 1[5 B = % 4/4

Mr. Lee Conway Kong Wai THEHRE 4/4

Notes: B sE

(1) No board meeting was held during the year after the appointment of Mr. Yang 1) RZE——FNA T+ ABEEGHHELERES

Xinxin as a Director on 16 August 2011.

Code Provision A.2.1 requires the roles of chairman and chief
executive officer to be separate. Mr. Zhou Mingming 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)
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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.

The Board has established three Board committees, namely, the
audit committee, the remuneration committee and the nomination
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 the website of the Stock
Exchange 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.

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 reviewing the effectiveness of
the internal control system of the Group.
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Corporate Governance Report (continued)

EXERHE (H)

The committee had two meetings during the year ended 31
December 2011 with full attendance. The meetings were held
together with the external auditors of the Company and the chief
financial officer of the Company, and discussed auditing, internal
control and financial reporting matters which include the review of the
interim and annual financial statements.

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 2011, one meeting of the
remuneration committee was held with full attendance and reviewed
and discussed 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 2011 are set out in note 10 to the financial
statements contained in this annual report.
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Corporate Governance Report (continued)
EERRE (F)

The Company has established a nomination committee on 30 March
2012 with specific terms of reference which deal clearly with its
duties and responsibilities. The nomination 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. Zhou Mingming has been appointed
as the chairman of the Nomination Committee. The principal
responsibilities of the nomination committee include reviewing the
structure, size and composition of the Board at least annually and
making recommendations on any proposed changes to the Board
to complement the corporate strategy. The nomination committee
is also responsible for 1) identifying individuals suitably qualified to
become Board members and selecting or making recommendations
to the Board on the selection of, individuals nominated for
directorships; 2) assessing the independence of independent non-
executive directors of the Company; and 3) making recommendations
to the Board on the appointment or re-appointment of directors of
the Company and succession planning for directors of the Company,
in particular the chairman and the chief executive.

As the nomination committee was set up only after the year under
review, during the year ended 31 December 2011, no meeting of the
nomination committee was held.

The Directors acknowledge their responsibility for preparing
the consolidated financial statements for the year ended 31
December 2011, which were prepared in accordance with statutory
requirements and applicable accounting standards. The reporting
responsibility of the external auditors of the Company on the
consolidated financial statements of the Group are set out in the
independent auditor’s report on pages 49 to 50.
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Corporate Governance Report (continued)

EXERHE (H)

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:

° Effectiveness and efficiency of operations
° Reliability of financial reporting
° Compliance with applicable laws and regulations

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; (iii) 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 2011 and
considered that the system of internal control of the Group had been
in place and had been functioning effectively.

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 the year under review, the remuneration paid or payable to
Deloitte Touche Tohmatsu, Certified Public Accountants in respect
of audit services was RMB1,750,000. The fee paid or payable to
Deloitte Touche Tohmatsu, Certified Public Accountants for interim
review was RMB300,000.
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Corporate Governance Report (continued)
EERRE (F)

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 2011.

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.

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.
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Directors’ Report

EEEHRE

The Board is pleased to submit the annual report together with the
consolidated financial statements for the year ended 31 December
2011 which have been audited by the Company’s auditor Deloitte
Touche Tohmatsu, Certified Public Accountants and reviewed by the
audit committee of the Company.

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.

The profit of the Group for the year ended 31 December 2011 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 51 to 127.

The results of the Group for the year ended 31 December 2011 are
set out in the consolidated statement of comprehensive income on
page 51.

The Board proposed a final dividend payment of RMB0.136 per share
for the financial year ended 31 December 2011, which will be subject
to approval by Shareholders of the Company at the Annual General
Meeting.

Charitable donations made by the Group during the year under
review amounted to RMB1,501,000.

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.

Details of movements in the reserves of the Group during the year
under review are set out in the consolidated statements of changes in
equity.
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Directors’ Report (continued)

EseRE (A

Distributable reserves of the Company as at 31 December 2011,
calculated in accordance with the Companies Law (Cap. 22) (Law
3 of 1961, as consolidated and revised) of the Cayman Islands,
amounted to RMB268,579,000.

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 lIslands, which would oblige
the Company to offer new shares on a pro-rata basis to existing
shareholders.

Details of the movements in share capital of the Company during the
year under review are set out in note 32 to the financial statements.

The Directors during the year under review were:

Executive Directors

Mr. Zhou Mingming

Mr. Zhou Longrui

Ms. Yang Yunfei

Mr Yang Xinxin (appointed on 16 August 2011)

Non-Executive Directors

Ms. Deng Xihong
Mr. Ng Chi Kit

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
Rule 3.13 of the Listing Rules.
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Directors’ Report (continued)

EEgWE(H)

As at 31 December 2011, 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

RZE——F+ZR=+—HB RMOHES
RARBEETHRABR AR A (M
EE(EE RE R LB RO EXVER) & kA
FEBELT  HERBEFLPEKRIE
XVEREE7 85y BB 7B A& AN X A] I B X2 P ) 4
= (BRREES R E RO LR E W E1F
FIRREENERR AR RREES
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Approximate
percentage of
in the Company/

associated
corporations
ERELT
Name of director Capacity/Nature of interest Number of shares B LR
EEHE B EntE R EE ERBOast
Mr. Zhou Mingming (1)(2)(3) (“Mr. Zhou”) Interest in controlled corporations 417,000,000 41.48%
JE B AR 28 £ (1)(2)@) ([ % & ) REEE
Mr. Zhou Longrui (4) Interest in a controlled corporation 72,450,000 7.21%
BEREIR R (4) and interest in spouse
R EE RS MBS
Ms. Yang Yunfei (5) Interest in a controlled corporation 72,450,000 7.21%

BERLZL(5) and interest in spouse

ErEkn ki EEs
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Directors’ Report (continued)

EseRE (A

Notes:

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
245,585,000 Shares held by Great State.

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 controls 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.

Mr. Zhou is the spouse of Ms. Fang Jianjun. Pursuant to the SFO, he is also
deemed to be interested in 100,000,000 Shares which Ms. Fang Jianjun is
interested by reason of her being the sole shareholder of Bai Xiang Limited.

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”) .

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.
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Directors’ Report (continued)

EEgWE(H)

As at 31 December 2011 , 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.

Interests and short positions in the shares and underlying shares of

RZE——F+A=+—H  BEEHRA
AT ATHEREEZ KB RO EXVERE
2REIDHNBEXATRENARR A RN K
HERODHWERIORE  REEXAHEEES
MERMRAEBR TR AKETMKE R
AIBRRAE ERFOEAERKAEEI0%
DAV E

MASE RO RABEB D TR AR

the Group:

The Company

ZN

all

A

Approximate
Percentage of

Name Capacity/Nature of interest Number of shares Shareholding
=18 B Rt ROBE BFREHSOESHL
Mr. Zhou Mingming®@® Interest in controlled corporations 417,000,000 41.48%
FEBRBA 55 e FiE

Great State Beneficial owner 245,585,000 24.43%
HRF EmEBA

Jolly Pride Beneficial owner 71,415,000 7.10%
BE EmEEA

Ms Fang Jianjun® Interest in controlled corporations 417,000,000 41.48%
FEEZ @ RAELE s

Bai Xiang Limited (“Bai Xiang”)® Beneficial owner 100,000,000 9.95%
ABEERARTEHED® EmEEA

Chinese Academy of Science® Interest in controlled corporations 150,000,000 14.92%
F B R} O RAELE s

Chinese Academy of Science Interest in controlled corporations 150,000,000 14.92%

Holdings Co., Ltd®
HERIEREEEELE
BEREFELFD
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Directors’ Report (continued)

EExaRE (&)
Approximate
Percentage of
Name Capacity/Nature of interest Number of shares Shareholding
£ B EntE ROBE HRESLNEIL
Legend Holdings Limited® Interest in controlled corporations 150,000,000 14.92%
AR A R A A)© R EE RS
Right Lane Limited® Interest in controlled corporations 150,000,000 14.92%
XL E RS
Hony Capital Management Limited® Interest in controlled corporations 150,000,000 14.92%
R EE RS
Hony Capital Fund 2008 GP Limited® Interest in controlled corporations 150,000,000 14.92%
R LE S
Hony Capital Fund 2008 GP, L.P.® Interest in controlled corporations 150,000,000 14.92%
R EE RS
Hony Capital Fund 2008, L.P.® Interest in controlled corporations 150,000,000 14.92%
R EE S
Castle Lead® Beneficial owner 150,000,000 14.92%
EH© EREEA
Mr. Zhou Longrui® Interest in a controlled corporation 72,450,000 7.21%
and interest held by spouse
BRSO RrrE g R EERS
High Joy® Beneficial owner 36,225,000 3.60%
SE L ERBEAA
Ms. Yang Yunfei®” interest in a controlled corporation 72,450,000 7.21%
and Interest held by spouse
BERZTO R EE S R B RS
Shiny Century® Beneficial owner 36,225,000 3.60%
4RO EnBAA
Notes: B E -

ARERERBOZHDETROPEEES - At
WRBRIEBFAFHENZ AR PEB RS -

(1) Mr. Zhou is interested in the entire issued share capital of Great State and is 1)

therefore deemed to be interested in all the Shares held by Great State.
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Directors’ Report (continued)

EEgWE(H)

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.

Mr. Zhou is the spouse of Ms. Fang Jianjun. Pursuant to the SFO, he is also
deemed to be interested in all the Shares which Ms. Fang Jianjun is interested by
reason of her being the sole shareholder of Bai Xiang.

Ms. Fang Jianjun is interested in the entire issued share capital of Bai Xiang and is
therefore deemed to be interested in all the Shares held by Bai Xiang.
as Ms. Fang Jianjun is the spouse of Mr. Zhou, pursuant to the SFO, she is
deemed to be interested in all the Shares which Mr. Zhou is interested by reason
of him being the sole shareholder of Great State and Jolly Pride.

In addition,

Castle Lead is wholly-owned by Hony Capital Fund 2008, L.P., which 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, in which Legend Holdings Limited, through
its wholly-owned subsidiary, Right Lane Limited, has 45% interest. The Chinese
Academy of Sciences, through its wholly-owned subsidiary, Chinese Academy of
Sciences Holdings Co., Ltd., has more than one-third interest in Legend Holdings
Limited thus is deemed to be interested in all the shares held by Castle Lead
pursuant to the SFO.

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

Ms. Yang Yunfei is interested in the entire issued share capital of Shiny Century
and is therefore deemed to be interested in all the 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 all the Shares which Mr. Zhou Longrui
is interested by reason of him being the sole shareholder of High Joy.
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Directors’ Report (continued)

EseRE (A

Save as disclosed above, at no time during the year under review
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.

Brief biographical details of the Directors and the senior management
are set out on pages 22 to 26.

The Company adopted a share options scheme on 7 June 2010.
For the year ended 31 December 2011, no option has been granted
pursuant to the share options scheme.

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 of 2011.

During the year of 2011, no contract of significance for the provision
of services to the Group by a controlling shareholder or any of its
subsidiaries was made.

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).

During the year ended 31 December 2011, neither the Company nor
any of its subsidiaries has purchased, sold or redeemed any of its
securities.
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Directors’ Report (continued)

ESEHRE(A)

During the year ended 31 December 2011, 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
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 28 of this annual
report.

The Company has established an audit committee. For details, please
refer to the paragraph headed “Audit Committee” of the Corporate

BE-Z——F+-A=+—HLFE &
ARBEEBMIBR TEST LR Ak 14
NEEERERTRIE AT ARG - T
AR SCEBA2 A IEBR AN - BREF B RN RNF R
FREFTEMCEEAREI X RITHRAEE

—B

ARABEKRILBZEZEE - AEFABHRNK
FHRFVOEMBLEELABS(EREZES]

Governance Report set out on page 29 of this annual report. —E o
Proposed Amount Unutilized
application utilized up to amount as at
amount 31 December 2011 31 December 2011
BE-Z--F BHE-Z2--%
EEHA +=ZA=t—-H +=ZA=+-1A
8 2BASE HREBAEE
RMB’000 RMB’000 RMB’000
ARETR ARBT R ARBT R
55% for expansion of production capacity — 5% E R E & 229,680 229,680 -
20% for acquisition of other motive batteries — 20%FA R U EEME)
manufacturers BHRER 83,520 47,816 35,704
10% for enhancement of our research and — 10%ARRERAEE
development activities HEEY 41,760 41,760 -
5% for promotion and strengthening of our brand ~ — 5% A B & N3
mEgE 20,880 20,880 -
10% for working capital - 10%RIELEESD 41,760 41,760 -
Total Fob 417,600 381,896 35,704

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 2011 is as follows:

8.7%/9.2%
22.4%/32.5%

The largest customer/supplier
Five largest customers/suppliers in aggregate
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Directors’ Report (continued)

EseRE (A

At no time during the year under review 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.

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 reported in accordance
with Chapter 14A of the Listing Rules. The following transactions
between certain connected persons (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.

Continuing Connected Transactions Exempt
from Reporting, Announcement and Independent
Shareholders’ Approval

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

Supply of active additives

Chaowei Power Co., Ltd. (HBE{EIRER AR (“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
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Directors’ Report (continued)

EEgWE(H)

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 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 RMB1,641,120, which was lower than the 2011 annual cap of
RMB1,700,000.

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:

A—BE=E—=-—f+=-A=+—H0"  A&H
=F  WEBPERD - EREA TEE
BETLITMRANGEBZEBER SN -
BEBEFEEMHERSE BRERESMREH
BREEEEY  TEASTEARK38.467T
(TEHEF(FEETRNERAERARE
4570)) Al TR BEBNATEEN K
SEMBYLE=ZAHEFEDNER) AL
BRERLETUHYHNTETRETFBLE =
FREELE - BERY  EZRE MEH
BEREGBAREIRIGTHETEDE QT
A UHEEFEEMRK-

FR MEBERECSHETEDEARE
1,641,120 BRZZE——FHFE LR AR
#1,700,0007T B 1K o

BIEFBLTHRAFI4AE  THEAEBKE
ARAIZENXZEREFANESEEAE D
R (FIBEERINEIRRERRFERER
710,000,000/ 7T &K AR RH T ER
RRHEBRERS -

Description of transaction Parties RZBER RaGEH
1. Purchase of electrode plates  Chaowei Power and Pufa Power 1. BEZEIR EBEHERLEZESR

(EE1R)

2. Supply of lead-acid batteries  Chaowei Power and Henan

Yifeng E-bikes
Chaowei Power and Changxing
Xiante

3.  Purchase of plastic battery
cases (B ER)

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
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Directors’ Report (continued)

EseRE (A

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 RMB141,372,000 which is lower than the 2011 annual
cap of RMB158,000,000.

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 RMB234,000 which is lower than the 2011 annual cap
of RMB16,300,000.

2Z LiFH 64 B & www.smm.cn)T R 8 &
RFHEE  MEFABEINTE A KR4400
T(BEERHBREMAAE - a4 EEHIR
FrmEMmEME(EEYSE) BT KE
REMBEMBENS BWITES - MLEXE
BERMNAEMNBR)MEBETHER - MBE
BREEEBHRR o Ll & AMEA R 4,4007T
MIMITEL2EN ESEROMBITHETE
B BAEHAFAE BEEHOATEER
NREBEMBBEILE =K EBIREER
MEMIE  EREREESHIROEST
HBREBLEZFNERLLE BERL -
EERE KLU BREAEHEREEEK
REBAFEE UTHAEEEERK-

FR REZSRBEEEBREARE
141,372,000 " BT ——FHNFE LR A
E #158,000,0007T & 1K o

HEWMEKE)

BEERENEE EESELEFRAR (A
Mz EEEE] - RIE ETHEBIE14A11(4)
& BARRRMBEAT)SI VO —HAHA
ZE-TFXNATHENBHE(HBEMHEE
Wl B BRERRERNELE EEE
HEENEEM hA_E—TF—-A Qi
2_ZET——F+-_A=+—H BH=F
YWEEBHN  ErEaFTEE WEET L
MHRAEEREBEI SO -

REWNKELHERSE  BHRERRTER
ARl EEBEHREREREL(ZTEERN
AT gERAEEMEMBIE =77 HEHR
BREMNER) BERE EFRA KL
MERAAEEZEEDELENERELER
FRE WHAEEFTEEKRK -

R TG TR W B A

R#234,0000t " R-ZZE——FHNFE LR A
R #16,300,0007T A& °
BEEBOERER AR Z—ZZT——F3R



Directors’ Report (continued)
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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 RMB19,291,000, which is lower than the 2011
annual cap of RMB19,500,000.

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:

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

(i) on normal commercial terms; and

(i) 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.
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Directors’ Report (continued)

EseRE (A

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.

Each of Mr. Zhou Mingming, Great State and Jolly Pride (collectively
the “Controlling Shareholders”) has confirmed that for the year ended
31 December 2011, 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 2011. 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 2011 and
considered the Controlling Shareholders have complied with the
Deed of Non-competition during the year under review.

A financial summary of the Group is set out on page 128 of this
annual report.

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.
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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.

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.

The financial statements for the year ended 31 December 2011 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.
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Independent Auditor’s Report
B M A% B A RS

For the year ended 31 December 2011
BHE-_ZT——F+_A=+—RHIFE

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
51 to 127, which comprise the consolidated statement of financial
position as at 31 December 2011, 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 are responsible for the preparation
of consolidated financial statements that give a ture and fair view in
accordance with International Financial Reporting Standards and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors 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 about whether the consolidated
financial statements are free from material misstatement.
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Independent Auditor’s Report (continued)
BB AR E (&)

For the year ended 31 December 2011
HE-_Z——F+-_A=+—HILFE

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 the directors,
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 state of affairs of the Group as at 31 December 2011,
and of its profit and 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

29 February 2012
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Consolidated Statement of Comprehensive Income

2 A = N2
For the year ended 31 December 2011
BE-F——F+-A=+-BLFE

2011 2010
—E——F —E—TF
Notes RMB’000 RMB’000
M &F AR¥T T AREBF T
Revenue A 5 4,932,011 3,224,750
Cost of sales 5 & B AR (3,350,052) (2,377,049)
Gross profit EH 1,581,959 847,701
Other income H bl A 6 26,700 53,605
Distribution and selling expenses D MEE R (412,124) (309,285)
Administrative expenses TTH X (222,928) (116,826)
Research and development expenses HERX (182,723) (51,407)
Other expenses Hib & 7 (37,032) (33,088)
Finance costs 7 & R AR 8 (42,971) (20,782)
Profit before tax & 5 B A E 9 710,881 369,918
Income tax expenses T 15 %1 B % 12 (121,058) (66,787)
Profit and total comprehensive income FAMBEREZEBRABLLE
for the year 589,823 303,131
Profit and total comprehensive income LTATEGEFEREZE
attributable to: LNt
Owners of the Company ZINUNETE? Z N 455,338 268,195
Non-controlling interests FEVE AR R = 134,485 34,936
589,823 303,131
Earnings per share & 2 F1
— Basic (RMB) — ER(ARKET) 13 0.45 0.31
BEBNERERAR —ZT——F#F
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Consolidated Statement of Financial Position

e BB R

At 31 December 2011
RZZE——F+=-A=+—H

2011 2010
—E——fF —E—FTF
Notes RMB’000 RMB’000
b &t AR¥T AREETTT
NON-CURRENT ASSETS *RBEE
Property, plant and equipment M - BB ME& 15 1,145,711 613,671
Prepaid lease payments TE AR & I8 16 126,207 67,338
Investment property wmEYE 17 8,410 9,157
Deferred tax assets EERIBEE 18 78,450 42,097
Deposits paid for acquisition of WEME  BE &
property, plant and equipment RENIES 108,424 20,451
Goodwill EES 19 25,628 14,956
Available-for-sale investment AEHERE 20 4,000 —
Other receivable H i fE U 578 24 28,300 —
1,525,130 767,670
CURRENT ASSETS REBEE
Inventories FE 21 895,919 626,538
Trade receivables EWE ZER 22 237,038 61,949
Bills receivable e E & 23 736,614 593,238
Prepayments and other receivables FERREREMERKIE 24 127,950 157,598
Amount due from a related party JEW — BB REERFKIEA 41 198 264
Prepaid lease payments AR E 08 16 2,671 1,478
Restricted bank deposits ZREIRITER 25 150,926 200
Bank balances and cash RITEREER S 25 844,750 477,776
2,996,066 1,919,041
CURRENT LIABILITIES REBEE
Trade payables ERE SRR 26 587,964 353,555
Bills payable AR 27 37,640 —
Other payables H b fE 518 28 413,459 269,805
Amounts due to related parties FEfT B & A 41 8,976 —
Income tax payable FERTERIS R 37,522 33,665
Dividend payable JE A5 R B, 14 = 32,500
Provision B 30 125,111 79,946
Bank borrowings RITEE 31 1,094,000 167,752
2,304,672 937,223
NET CURRENT ASSETS RBEERE 691,394 981,818
TOTAL ASSETS LESS CURRENT HEERABARG
LIABILITIES 2,216,524 1,749,488
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Consolidated Statement of Financial Position (continued)
mEMBEARR R (&)

At 31 December 2011

R-ZT——F+=-RA=+—H

2011 2010
—E——F —E—ZTF
Notes RMB’000 RMB’000
M it ARBET T AR T
CAPITAL AND RESERVES EXK#E
Share capital &% A 32 68,140 68,140
Reserves B 33 1,679,656 1,305,290
Equity attributable to owners RATEE ANELHER
of the Company 1,747,796 1,373,430
Non-controlling interests FEVE AR M i 253,657 82,491
TOTAL EQUITY R 2,001,453 1,455,921
NON-CURRENT LIABILITIES krRBEE
Deferred income IR & U A 29 51,069 16,829
Deferred tax liabilities FEEREEE 18 8,002 738
Bank borrowings RITIERE 31 156,000 276,000
215,071 293,567
2,216,524 1,749,488

The consolidated financial statements on page 51 to 127 were
approved and authorised for issue by the board of directors on 29
February 2012 and are signed on its behalf by:

Zhou Mingming
JE B B8
DIRECTOR
BE

ESIEFITEMENGEAMBHRRENR T
——F_A-thBEEEgHERKRET

B OUYHTINEFAREE

Zhou Longrui
BAER
DIRECTOR
EF

HE B NIERBR DA

—E——F#

53



54

Consolidated Statement of Changes in Equity
mERERBHR

For the year ended 31 December 2011
BE-_T——F+_A=+—RHIt&FE

Equity attributable to owners of the Company

FARERAELER
Equity
Paid-in attributable
capital/ Statutory to non-
share Share  surplus Other Retained controlling Total
capital premium  reserve reserves earnings Total interests equity
BEARA EE FERER

/BT BRHEE BHEE HEHE RKREEF B EARE ANER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBFL ARBTT ARETR ARETT ARBTRL ARBTRL ARBTT AREBTT

At 1 January 2010 i

T-2F-f—H 210,000 - 48,902 54,735 366,553 680,190 47555 727,745

Profit and total comprehensive  ERFE R 2 ERALE

income for the year - - - — 268,195 268,195 34936 303,131
Avrising on the group SEEAMES

reorganization (210,000) - — 210,000 - - - -
Capitalisation of share premium K2 BE A&k 50,829  (50,829) - - — _ _ _
Issue of shares R 17,311 466,965 - - — 484276 — 484276
Transaction costs attributable /TR {7 A5 2 B 5 AR

to issue of shares - (49,122 - - - (49122 - (49122
Dividend declared by IRRERERD A

MIRRERERAR ([BRER)ERM

(“Zhejiang Chaowei Power & (M 5E14)

Co., Ltd") (“Chaowei Power”)

(Note 14) - - - — (65000 (65,000 — (65,000
Contribution from equity holders % 5 AJT 4 - - - 54,891 - 54,891 - 54891
Transfer to reserves N - - 29550 - (29550) - - -
At 31 December 2010 RZZ-%F

+-A=t-8 68,140 367,014 78,452 319,626 540,198 1,373,430 82,491 1,455,921
Profit and total comprehensive ~ ERF|E k2 ERALE

income for the year - - - — 455338 455338 134,485 589,823
Acquisition of subsidiaries U B B A & (i £E39)

(Note 39) - - - - - - BT 327
Disposal of partial interest in HE-RKBAA

a subsidiary DER - - - (716) - (716) 4,421 3,705
Acquisition of additional ERE-ZHELTER

interest in a subsidiary (Note) (M) - - - 167 - 167 (2,967)  (2,800)
Dividend declared by KRFERMRE

the Company (Note 14) (B £E14) - (80,429) - - - (80,423 - (80,423
Transfer to reserves BARE - — 46,446 -  (46,446) - - -
At 31 December 2011 RZF——F

+-B=f-H 68,140 286,591 124,898 319,077 949,000 1,747,796 253,657 2,001,453

Note: As at 31 December 2011, ZHUKIEE)HEHLAR AR (Anhui Yongheng Power izt RZT——F+ZA=+—H  ZEKEHHEK

Technology Co., Ltd.) (“Anhui Yongheng”) is a 51%-owned subsidiary of the BRR A A ([ L EEKIE]) &7 5% B % 5 51%% 2 &)
Group. At the date of acquisition of Anhui Yongheng by the Group on 31 May BRR - RZT——FRA=ZT—BEREEKBER
2011, details of which are set out in Note 39, Anhui Yongheng had a 60%-owned BUKE(FBE#ENWEINER - RHBKE#EE —XK
subsidiary named ;T &k 1B8E) HEHEEBR A 7] (Jiangsu Yongheng Power Technology ZRIEHXEEH NRBERDR([TTHKIE ) KM
Co., Ltd.) (“Jiangsu Yongheng”). Subsequent to this acquisition, in September BRAAIME0%EZ - #EIHKEER KT ——F
2011, Anhui Yongheng acquired the remaining 40% interests in Jiangsu Yongheng NA - RBEOKEREFERRRKE I KESRT
from its non-controling shareholders with an aggregate consideration of B40%HE 7 - 8RB/ AR #52,800,0007T - K2 IH
RMB2,800,000. Upon the completion of this acquisition of non-controlling interest, IR R ETAE  RHEOKEEI#oKIE R
Anhui Yongheng'’s interests in Jiangsu Yongheng increased from 60% to 100% % BE 2 E160%35 £100% ° B L BOKIE R AR A B #
accordingly. As Anhui Yongheng is a 51%-owned subsidiary of the Company, the Bo1% MM ERA - Bt - AAREILEHKE
effective interest of the Company in Jiangsu Yongheng increased from 30.6% to B B B 4 25 130.6% 8 £51%

51% accordingly.
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Consolidated Statement of Cash Flows

GERETRER

For the year ended 31 December 2011
BHE-_ZT——F+_A=+—RHIFE

2011 2010
—E-—-% -T-TF
Notes RMB’000 RMB’000
M it AR®B TR AREBF T
OPERATING ACTIVITIES KEEH
Profit before tax B %1 A F) 710,881 369,918
Adjustments for: HEE
Interest income FMEWA 6 (4,207) (4,110)
Finance costs =N 8 42,971 20,782
Depreciation of property, plant ME BMERSBTE 15
and equipment 61,242 40,190
Depreciation of investment property REMENE 17 747 747
Impairment loss recognised in respect HWE - BERKE 15
of property, plant and equipment T R R (B s 18 4,107 4,344
Prepaid lease payments released AABEmRMENEE 16
to profit or loss QL] 1,626 1,248
Loss on disposal of property, HEWE  BE K 7
plant and equipment HEEE 25,260 6,375
Release of government grants BB I RE W A i B 59 6
from deferred income BT 6 B (475) (350)
Allowance for bad and doubtful debts FEWE ZBERH 9
on trade receivables RIZEREE 4,977 714
Allowance for bad and doubtful debts H fth fE U RIB Y 9
on other receivables RIZEREE 152 687
Allowance for inventories FERE 9 2,862 2,958
Provision for warranty RERE 30 175,964 136,155
Operating cash flows before movements & & & & & B) 5 1Y & &
in working capital Beh=E 1,026,107 579,658
Increase in inventories FEEN (237,400) (158,762)
Increase in receivables, deposits FEWRIE - ke B
and prepayments FRIE AN (271,742) (521,058)
Decrease in an amount due from B —2BHERFRE
a related party B> 66 78
Increase in payables, deposits received B IE - BEliES
and accrued charges N EETE A 320,609 255,651
Utilisation of provision for warranty &) FA R A e 7B R 30 (130,799) (113,748)
Increase in an amount due to FER— 2B & FRIEE M
a related party 776 —
Cash generated from operations HEMGERS 707,617 41,819
Income tax paid B ER (147,044) (83,168)
Net cash generated from (used in) wEEES S (TA)RS
operating activities FRE 560,573 (41,349)
BEBNERERAR —ZT——F#F



Consolidated Statement of Cash Flows (continued)

FEREeRER(E)
For the year ended 31 December 2011
HE-_ZT——F+-A=+—ALTFE

2011 2010
—E——fF —E—TF
Notes RMB’000 RMB’000
k3 AR T AREETF T
INVESTING ACTIVITIES BRETEH
Purchase of property, plant BEYE BELRE
and equipment (501,707) (282,156)
Deposits paid for acquisition WHEME  BRFE k&
of property, plant and equipment it e (108,424) (35,528)
Addition to prepaid lease payments & 1< 72 & 3R I8 0 16 (47,474) (3,714)
Proceeds on disposal of property, HEME  HEKK
plant and equipment P18 3k 18 1,427 3,721
Acquisition of interest in an KE—BIHEERE 20
available-for-sale investment 7 (4,000) -
Increase in a non-current receivable FE T B JE W R IB 1 N (28,300) -
Acquisition of subsidiaries W BB K BB A A 39 (11,240) -
Government grants received 2 WIS 4 B 29 34,715 —
Interest received 2 FE 4,207 4,110
Repayment of loans receivable EWEFER = 2,197
Advance to related parties B EBESRE = (95)
Repayment from related parties BHESIEE = 1,919
Withdrawal of pledged bank deposits R EBIEITFR 222,766 9,017
Placement of pledged bank deposits TFE EBIEITFR (373,492) (1,356)
Net cash used in investing activities HEEHARSFA (811,522) (301,885)
FINANCING ACTIVITIES MEETH
Proceeds from issue of shares BT TS FIE — 484,276
Payment of transaction costs BOIHREGRS
attributable to issue of new shares BN 37 = (49,122)
Contribution from equity holders BEFEBATE — 54,891
New bank borrowings raised MERMRTEE 1,090,500 327,752
Repayment of bank borrowings EERITEE (318,252) (95,000)
Dividends paid BT R (112,923) (32,500)
Interest paid B F & (40,507) (20,341)
Proceeds on disposal of partial interest HE—FRWNBRAAZ D
in a subsidiary without losing control BEOEBREESE)
g 18 3,705 2,283
Repayment to related parties BEHRRENFE (1,800) (2,071)
Acquisition of additional interest HE-RMNB AR ER
in a subsidiary (2,800) —
Net cash generated from financing MEGTHMERESFR
activities 617,923 670,168
Net increase in cash and cash equivalents IR 4 & IR 4 % & ¥ 3% % 48 366,974 326,934
Cash and cash equivalents at beginning S #3E 4 RIEELZEY
of the year 477,776 150,842
Cash and cash equivalents at end FRREeRRFED -
of the year, represented NIRTTEBR R IRE R
by bank balances and cash 844,750 477,776
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Notes to the Consolidated Financial Statements

e

B %5 ¥ 3R B &

For the year ended 31 December 2011

HE—

E——Ff-A=t—HLER

General information

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 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
(collectively referred to as the “Group”) 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.

IFRSs (Amendments) Improvements to IFRSs issued

in 2010

IAS 24 (as revised in 2009) Related Party Disclosures

IAS 32 (Amendments) Classification of Rights Issues

IFRIC 14(Amendments) Prepayments of a Minimum
Funding Requirement
IFRIC 19 Extinguishing Financial Liabilities

with Equity Instruments

The adoption of the new and revised IFRSs in the current year
has had no material effect on the Group’s financial performance
and positions for the current and prior years and/or on the
disclosures set out in these consolidated financial statements.
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Notes to the Consolidated Financial Statements (continued)

fRE B R R M R ()
For the year ended 31 December 2011
HE-_ZT——F+-A=+—ALTFE

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:

IFRS 1 (Amendments)

IFRS 7 (Amendments)

IFRS 9

IFRS 10

IFRS 11

IFRS 12

IFRS 13

IAS 1 (Amendments)
IAS 12 (Amendments)
IAS 19 (Revised 2011)
IAS 27 (Revised 2011)
IAS 28 (Revised 2011)

IAS 32 (Amendments)

Severe Hyperinflation and Removal
of Fixed Dates for First-time
Adopters’

Disclosures — Transfers of Financial
Assets’

Disclosures — Offsetting Financial
Assets and Financial Liabilities®
Mandatory Effective Date of IFRS 9

and Transition Disclosures®

Financial Instruments®
Consolidated Financial Statements?
Joint Arrangements?

Disclosure of Interests in Other
Entities?
Fair Value Measurement?

Presentation of ltems of Other
Comprehensive Income®

Deferred Tax: Recovery of Underlying
Assets*

Employee Benefits?

Separate Financial Statements?

Investments in Associates and Joint
Ventures?

Offsetting Financial Assets and
Financial Liabilities®

IFRIC 20 Stripping Costs in the Production
Phase of a Surface Mine?

1 Effective for annual periods beginning on or after 1 July 2011

2 Effective for annual periods beginning on or after 1 January 2013

3 Effective for annual periods beginning on or after 1 January 2015

4 Effective for annual periods beginning on or after 1 January 2012

5 Effective for annual periods beginning on or after 1 July 2012

6 Effective for annual periods beginning on or after 1 January 2014
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Notes to the Consolidated Financial Statements (continued)

A B R R MY A (D

For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

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

IFRS 9 Financial Instruments

IFRS 9 issued in 2009 introduces new requirements for
the classification and measurement of financial assets.
IFRS 9 amended in 2010 includes the requirements for the
classification and measurement of financial liabilities and for
derecognition.

Key requirements of IFRS 9 are described as follows:

° IFRS 9 requires all recognised financial assets that
are within the scope of IAS 39 Financial Instruments:
Recognition and Measurement to be subsequently
measured at 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 reporting periods. In
addition, under IFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair value
of an equity investment (that is not held for trading) in
other comprehensive income, with only dividend income
generally recognised in profit or loss.

° The most significant effect of IFRS 9 regarding the
classification and measurement of financial liabilities
relates to the presentation of changes in the fair value of a
financial liability (designated as at fair value through profit
or loss) attributable to changes in the credit risk of that
liability. 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 recognition 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. Currently, 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 was presented in
profit or loss.
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Notes to the Consolidated Financial Statements (continued)
FREM KR (E)

For the year ended 31 December 2011

HE-_ZTZ——F+-_A=+—HILFE

Adoption of new and revised international 2. A F T R &5 BB
financial reporting standards (“IFRSs”) HwEZER (BRI K RELE
(Continued) Al 1) (@)
IFRS 9 Financial Instruments (Continued) B PR B IS S R RO 2
BT A
The directors anticipate that the adoption of IFRS 9 may effect EETE  EMBERM RS ERE%
the measurement of the available-for-sale equity investments AlRE L 2 B AIEA A ENRBETEN
currently measured at cost less impairment. Other than the AHEHERAKRENGE -KRAFEHE
available-for-sale equity investments, the directors do not RAZEIN  BEAEER_T——F
expect IFRS 9 will have any material impact on the results and TZA=Z+—HAMRESNT  EETEE
financial position of the Group based on an analysis of the R BmELENFIRTEHAEHE
Group’s investments as at December 31, 2011. WEENMTBRRERKFRERZE -
Except for IFRS 9, the directors of the Company anticipate that FrEOBR BT 7 3R S RIS O5R AN - AR A
the application of the other new and revised IFRSs will have no EETER - A EAMEAET KRBT B
material impact on the results and the financial position of the R EEAB I eE A RENER R
Group. BHRRREEERATE -
Significant accounting policies 3. FESTHEXK

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

The principal accounting policies are set out below.

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.

All intra-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.
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Notes to the Consolidated Financial Statements (continued)

A B R R MY A (D

For the year ended 31 December 2011

HE

—E——S5+ZA=+—BLFE

Significant accounting policies (Continued)

Basis of consolidation (Continued)

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.

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interest in subsidiaries that
do not result in the Group losing control over the subsidiaries
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
subsidiaries. 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 reserves) and attributed to owners of the Company.

Business combinations

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, except that:

° 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;
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For the year ended 31 December 2011
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Significant accounting policies (Continued)
Business combinations (Continued)

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or share-based
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with IFRS 2 Share-
based Payment at the acquisition date; and

o 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.

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
net of the acquisition-day amounts of the identifiable assets
acquired and liabilities assumed 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.
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Significant accounting policies (Continued)
Goodwill

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

For the purposes of impairment testing, goodwill 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.

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually or more frequently whenever
there is 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 in the consolidated statement of comprehensive income.
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 the 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.
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Notes to the Consolidated Financial Statements (continued)
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For the year ended 31 December 2011
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Significant accounting policies (Continued)
Revenue recognition (Continued)

Interest income from a financial asset is recognised when it
is probable that the economic benefits will flow to the Group
and the amount of income can be measured reliably. Interest
income 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 recognhised when the
shareholders’ rights to receive payment have been established
(provided that it is probable that the economic benefits will flow
to the Group and the amount of revenue can be measured
reliably).

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 in the consolidated statement of financial position at cost
less subsequent accumulated depreciation and accumulated
impairment losses, if any.

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 values, using the straight-
line method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted for
on a prospective basis.

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.
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Significant accounting policies (Continued)
Property, plant and equipment (Continued)

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.

Investment properties are initially measured at cost, including
any directly attributable expenditure. Subsequent to initial
recognition, investment properties are stated at cost less
subsequent accumulated depreciation and any accumulated
impairment losses. Depreciation is recognised so as to write
off the cost of investment properties over their estimated useful
lives and after taking into account of their estimated residual
values, using the straight-line method.

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

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.
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Significant accounting policies (Continued)

Leases (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,
unless it is clear that both elements are operating leases in
which case the entire lease is classified as an operating lease.
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, whilst the building element is classified as property,
plant and equipment or investment property, as appropriate,
interest in leasehold land is accounted for as an operating lease
and presented as “prepaid lease payments” in the consolidated
statement of financial position and is amortised over the lease
term on a straight-line basis.

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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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 costs 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,
including state-managed retirement benefits schemes in the
People’s Republic of China (the “PRC”) and the Mandatory
Provident Fund Scheme, are recognised as an expense
when employees have rendered service entitling them to the
contributions.
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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
statement 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 profits will be available
to allow all or part of the asset to be recovered.
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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. Current and deferred tax are
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 current and the deferred tax are also
recognised in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from the
initial accounting for a business combination, the tax effect is
included in the accounting for the business combination.

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 activities (or from the development phase of an
internal project) is recognised if, and only if, all of the following
have been demonstrated:

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

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

° the ability to use or sell the intangible asset;

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

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

o the ability to measure reliably the expenditure attributable
to the intangible asset during its development.
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Significant accounting policies (Continued)

Research and development expenditure
(Continued)
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.

Subsequent to initial recognition, internally-generated intangible
assets are reported at cost less accumulated amortisation and
accumulated impairment losses (if any).

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
necessary to make the sale.

Impairment of tangible assets and intangible
assets (excluding goodwill)

At the end of the 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 any such indication exists, the recoverable
amount of the asset is estimated in order to determine the
extent of the impairment loss, if any. When it is not possible
to estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. Where a reasonable
and consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell
and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.
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Significant accounting policies (Continued)

Impairment of tangible assets and intangible
assets (excluding goodwill) (Continued)

If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or a cash-generating unit) is reduced
to its recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset 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 (or a cash generating unit) in prior years. A reversal of an
impairment loss is recognised as income.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement 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.

Financial assets

The Group’s financial assets are classified into the following
specified categories: including available-for-sale investments
and loans and receivables. The classification depends on the
nature and purpose of the financial assets and is determinded
at the time of initial recognition.

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.
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Significant accounting policies (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Effective interest method (Continued)

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 a related party, restricted bank deposits and
bank balances and cash) 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).

Available-for-sale investments

Available-for-sale investments are non-derivatives that are either
designated or not classified as financial assets at fair value
through profit or loss, loans and receivables or held-to-maturity
investments. The Group classified certain unlisted equity
security as available-for-sale investments.

For available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured, they are measured at cost less
any identified impairment losses at the end of each of the
reporting periods (see accounting policy on impairment loss on
financial assets below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment at the
end of each reporting period. Financial assets are considered to
be 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.

For an available-for-sale equity investment, a significant or
prolonged decline in the fair value of that investment below its
cost is considered to be objective evidence of impairment.
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Significant accounting policies (Continued) 3. FEFHEHEXW

Financial instruments (Continued) TR T A

Financial assets (Continued) EtHMEEE)

Impairment of financial assets (Continued) TR EEREE)

For all other financial assets, objective evidence of impairment MEEEMEREEMS  BERER
could include: BeE

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

o 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, that are assessed not to be
impaired individually are, in addition, 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, the amount of
the impairment loss recognised is the difference between the
asset’s carrying amount and the present value of the estimated
future cash flows discounted at the financial asset’s original
effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the estimated
future cash flows discounted at the current market rate of return
for a similar financial asset. Such impairment loss will not be
reversed in subsequent periods.

The carrying amount of the financial asset is reduced by
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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.
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Significant accounting policies (Continued)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

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.

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a group
entity are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of
its liabilities. Equity instruments issued by the Group are
recognised at the proceeds received, net of direct issue costs.

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
(including all fees and points 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 liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.
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Significant accounting policies (Continued)

Financial instruments (Continued)

Financial
(Continued)

liabilities and equity instruments

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.

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group continues to recognise the asset
to the extent of its continuing involvement and recognises an
associated liability. If the Group retains substantially all the
risks and rewards of ownership of a transferred financial asset,
the Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.

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 is recognised in profit
or loss.

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
expire. 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, and a
reliable estimate can be made of the amount of the 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 of the time value of money is
material).
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Notes to the Consolidated Financial Statements (continued)
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For the year ended 31 December 2011
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Key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are
described in Note 3, the directors of the Company are required
to make judgements, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.

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

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

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which
goodwill has been allocated. The value in use calculation
requires the Group to estimate the future cash flows expected
to arise from the cash-generating unit and a suitable discount
rate in order to calculate the present value. Where the actual
future cash flows are less than expected, a material impairment
loss may arise. As at 31 December 2011, the carrying amount
of goodwill is RMB25,628,000 (2010: RMB14,956,000). Details
of the recoverable amount calculation are disclosed in Note 19.

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.
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Key sources of estimation uncertainty
(Continued)

Estimated impairment of receivables (Continued)

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 2011, the aggregate carrying amount of trade
and other receivables (net of allowance for doubtful debts), was
approximately RMB298,970,000 (2010: RMB125,219,000).
Details of movements of allowance for trade receivables and
other receivables are disclosed in Notes 22 and 24 respectively.

Deferred tax assets

As at 31 December 2011, deferred tax assets of
RMB78,450,000 (2010: RMB42,097,000) in relation to
allowances for doubtful debts and inventories, deferred

income, accrual and provision, tax losses and other temporary
differences have been recognised in the consolidated statement
of financial position. No deferred tax asset has been recognised
in respect of the remaining unused tax losses of RMB688,000
(2010: nil) due to the unpredictability of future profit streams.
The realisation of the deferred tax assets mainly depends on
whether sufficient future profits or taxable temporary differences
will be available in the future. In cases where the actual future
profits generated are more or less than expected, a material
adjustment of deferred tax assets may arise, which would be
recognised in profit or loss for the period in which such an
adjustment takes place.
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Key sources of estimation uncertainty
(Continued)

Useful lives and residual value of property, plant
and equipment

The Group’s management determines the residual value,
useful lives and related depreciation charges for its property,
plant and equipment, as disclsoed in Note 15. This estimate is
based on the historical experience of the actual residual value
and useful lives of property, plant and equipment of similar
nature and functions. It could change significantly as a result of
technical innovations and keen competitions from competitors.
Management will increase the depreciation charge where
residual value or useful lives are less than previously estimated,
or it will write-off or write-down technically obsolete assets.

Estimated impairment of property, plant and equipment

Property, plant and equipment are reviewed for impairment
when events or changes in circumstances indicate that the
carrying amount of the assets exceeds its recoverable amount.
An impairment loss is recognised for the amount by which
the recoverable amount of property, plant and equipment
being lower than its carrying amount. As at 31 December
2011, the carrying amount of property, plant and equipment
is RMB1,145,711,000 (net of accumulated impairment loss of
RMB4,107,000) (2010: RMB613,671,000 (net of accumulated
impairment loss of RMB4,344,000)). Details of movements of
impairment loss recognised in profit or loss is disclosed in Note
15.

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.
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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 lead-acid 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 is the same as the gross
profit reported under IFRSs. Therefore, the operation of the
Group constitutes one single operating segment. Accordingly,
no segment information is presented.

No segment assets and liabilities, and related other segment
information were presented as no such discrete financial
information are provided to the chief operating decision maker.

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. The Group’s non-
current assets are all located in the PRC.

No revenues from a single external customer amounted to 10
percent or more of the Group’s revenue during the year.
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5. Revenue and segment information (Continued) 5. WA K 2 ZBEF (@)
An analysis of revenue by products is as follows: WARERASTWT :
2011 2010
S e
RMB’000 RMB’000
AR®T ARETIT
Lead-acid motive batteries nBRB) I ES
Electric bikes battery BFHETEEM 4,669,096 3,117,460
Storage battery BEEEM 13,920 9,751
Electric cars battery and special-purpose BEEEMESKAR
electric cars battery BEHESM 170,094 51,800
Li-ion batteries ERETE) 565 —
Materials include lead and active additives  # ¥ (B35 K& HEY) 78,336 45,739
4,932,011 3,224,750
6. Other income 6. Hfug A
2011 2010
—E——F —E—TF
RMB’000 RMB’000
AR®T ARETIT
Government grants BT 48 Bh
— grants related to income (Note) — B A E BB (B aE) 19,191 46,131
— grants related to assets (Note 29) — HEERBENED
(M 5£29) 475 350
Interest income FLEW A 4,207 4,110
Rental income el A 1,230 1,200
Others Hib 1,597 1,814
26,700 53,605

Note: Government grants include various government subsidies received by the
Company’s subsidiaries from relevant government bodies in connection
with  enterprise expansion, technology advancement, environmental
protection measures enhancement and product development. There were
no unfulfilled conditions or contingencies relating to these grants and
subsidies as at 31 December 2011.
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Notes to the Consolidated Financial Statements (continued)
mE MK mERME (&)

For the year ended 31 December 2011

BE_T——F+-_A=+—BHLEE

7. Other expenses 7. HMBEX
2011 2010
—=E——F —E-EF
RMB’000 RMB’000

ARBT AR¥ET T

Listing expenses EWHX — 13,466
Exchange loss JE R 18K 1,236 5,837
Loss on impairment of property, Y - BE RRERREES
plant and equipment (Note (i) (B 3EG) 4,107 4,344
Loss on disposal of property, plant HEME  BEREKENEIS
and equipment 25,260 6,375
Depreciation of investment property BWEMENITE 747 747
Allowance for trade receivables FEUWE Z BRREE 4,977 714
Allowance for other receivables H i U 3R I 152 687
Acquisition-related cost ERU B S TH B B e A AR 291 —
Others A 262 918
37,032 33,088
Note: B&E
(i) During the current year, one of the Group’s subsidiaries upgraded its (i) REAFER  AEE-RMBARIRAEAE
production process and hence, relevant idle equipment with carrying ELF - At - BREELDHARE4107,0007T
amount of approximately RMB4,107,000 were fully impaired. HEEREREEELZE0RE -
During the year ended 31 December 2010, one of the Group’s subsidiaries REEZE-_Z—ZF+_A=+—HILFE -
changed its business model and related equipment with carrying amount REBEP-—RMBARNEHLEBKES -
of approximately RMB4,344,000 were fully impaired. AR EE A AR 4,344,000t EBRED
EH 2 EURME ©
8. Finance costs 8. BMEMA
2011 2010
R =T =y
RMB’000 RMB’000

AR TR ARET T

Interest expenses on: FEME
Bank borrowings wholly repayable ARAFARABEREEN
within five years RITIEE 42,971 20,782
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Notes to the Consolidated Financial Statements (continued)
FREM KR (E)

For the year ended 31 December 2011

BE_ZT——%+_-_A=+—HLEE

82

Profit before tax 9. BR% Al A
Profit before tax has been arrived at after charging: BRERFEE MR T3 EE
2011 2010
—E——F —E-TF
RMB’000 RMB’000
AR TR ARBETFIT
Wages and salaries TERS = 172,561 111,504
Retirement benefits scheme contributions R R 48 | 51 &) 4 3% 6,220 4,296
Labour cost (Note) B TRCA (FI &) 195,454 127,724
Total staff costs BT AME 374,235 243,524
Cost of inventories recognised as expense T A5 X 817 S K A 3,311,560 2,361,301
Allowance for inventories GFERE 2,862 2,958
Prepaid lease payments released to profit & AIB Y FE N T & 8
or loss 1,626 1,248
Auditors’ remuneration % 816 B & 2,650 1,937
Depreciation of property, plant M BERSHETE
and equipment 61,242 40,190

Note: The Group has entered into various labour dispatch agreements with

several service organisations which provide labour service to the Group.

10. Directors’ emoluments

M AREESR/AEERERS TREORE

BRI S TRERZ -

10. EEM <
AEERFARRAAESLAONS

Details of emoluments paid by the Group to the directors of the

Company during the year are as follows: EEWT
2011 2010
—ZE——F —E—=F
RMB’000 RMB’000
AR®T T AREF T
Executive directors HITES
— Salaries and other allowances — e REAER 3,035 1,023
— Performance bonuses — RIBIEL — —
— Retirement benefits — RKAE A 51T 8 5%
scheme contributions 19 4
Non-executive directors EMITES 400 117
Independent non-executive directors B EHITESE 600 300
4,054 1,444

ANNUAL REPORT 2011
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Notes to the Consolidated Financial Statements (continued)

fRE B R AR M A ()
For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

10. Directors’ emoluments (Continued)

10. EEM @

Salaries Contribution
hand other to retirement Disci

retionary

benefits- benefit performance
Fees in-kind scheme related bonus Total
FoREM BB k5
He BENEF HE FE RERL &5t
RMB' 000 RMB' 000 RMB'" 000 RMB' 000 RMB' 000
ARETT ARETT ARBTT ARETRT ARETR
Year ended 31 December 2011 HE2ZZ2——F%
TZA=ZT-ALEE
Executive directors: HTES
Mr. Zhou Mingming FRBEE — 1,141 13 - 1,154
Mr. Zhou Longrui EE35Fae - 442 - - 442
Ms. Yang Yunfei BERTL - 496 - - 496
Mr. Yang Xinxin BaHEE(RZE——
(appointed on 16 August 2011) FAATABEZR) - 956 6 - 962
Non-executive directors: FHTES
Ms. Deng Xihong BEat 200 - - - 200
Mr. Ng Chi Kit REHELE 200 - - - 200
Independent non-executive directors: BV FHITES
Mr. Wang Jigiang TEREE 200 - - - 200
Prof. Ouyang Minggao BRHERHE 200 - - - 200
Mr. Lee Conway Kong Wai TRELE 200 - - - 200
Total @i 1,000 3,035 19 - 4,054
Year ended 31 December 2010 HZ-Z-2F+ZR
=+-ALEFE
Executive directors: HTES
Mr. Zhou Mingming [EBHRE 5 & - 4“7 4 - 421
Mr. Zhou Longrui AEEEE - 264 - - 264
Ms. Yang Yunfei BERZL - 342 - - 342
Non-executive directors: EHTES
Ms. Deng Xihong R 100 - - - 100
Mr. Ng Chi Kit REBELE 17 - — - 17
Independent non-executive directors: BV EHTES
Mr. Wang Jigiang TEBREE 100 - - - 100
Prof. Ouyang Minggao EOLEEE 6 100 - - - 100
Mr. Lee Conway Kong Wai TREEE 100 - - - 100
Total 4zt 417 1,023 4 - 1,444

HE B NIERBR DA

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

fRE B R R M R ()
For the year ended 31 December 2011
HE-_ZT——F+-A=+—ALTFE

11. Emoluments of the five highest paid
individuals

The five highest paid individuals of the Group during the year,
included three directors (2010: three directors), details of
their emoluments are set out above. The emoluments of the
remaining two individuals for the year (2010: two individuals) are

1M1, EEBREHFALTHME

FA AEENAEAESHFALTERE=
FRER(—T-ZTF =ZREF) HH
EHBERLEX -FR - HTMBEAL
(ZE-ZF MEBADOMESOT :

as follows:
2011 2010
—E——fF —E—TF
RMB’000 RMB’000
AR®T T AREFIT
Salaries and other allowances e hEAMEE 1,357 948
Retirement benefits scheme contributions R k3@ i & &1 £ 3% 20 9
1,377 957
The above employees’ emoluments were within the following tHEEMESEATEE :
bands:
Number of individuals
AR
2011 2010
—E——fF —E-TF
Nil to HK$1,000,000 = %1,000,0007% 7T 1 2
HK$1,000,001 to HK$1,500,000 1,000,001 7t & 1,500,000/ JT 1 —

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.
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Notes to the Consolidated Financial Statements (continued)

A B R R MY A (D

For the year ended 31 December 2011

HE

—E——F+-A=+-BLEE

12. Income tax expenses

12. FiIBHAX

2011 2010
= —T-FF
RMB’000 RMB’000
AR®T T ARBT T

The charge comprises: X B
PRC current income tax BN ER PR 18 F 149,958 87,816
Deferred tax (Note 18) I FE R 08 (B 3E18) (28,900) (21,029)
121,058 66,787

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. The Group is currently subject to withholding
tax at 10%. During the vyear, withholding tax amounting
to RMB2,722,000 was paid by the Group to relevant tax
authorities.

Pursuant to the approval of the Zhejiang State Tax Bureau,
Chaowei Power which became a foreign investment enterprise
in 2006, 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, ceased to enjoy this tax benefit from 1 January 2011.

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 sub'ect to income tax at a tax rate of 15%. %
BHRRERER AR (Anhui Chaowei Power Co., Ltd.) (“Anhui
Chaowei”) was recognised as a New and High Technical
Enterprise 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.

BHDAERERAT

BIB(REAREMBECERERE)
(IEEMBHADRLEMBREENH
1&B) - P EIRTE A 7mm1m_?7ﬂ
F— A —HHELAE25% - TEF+=
A=+x8" ﬁ@?“%ﬁﬁhr%@% B
EEMMAAREERBERFE - ZEMA
RZBE R EERERE REZE
BEHRER  PREABEUNEREE
EREMSBHERENCERBREZE-ZF
——FUIEREAFHNERSE WX E
FHRACAEENBEEREESE HE
ZEEHRERAL LN - BEFE
MERTE  MEXEBEEEREBERNE
REZEIZHMAEERREWA @ E#
BETSTL o BRULLASN - IRIBEFR BRI 3K
BARER  BREBENTE5E10%TE
R RGNTEMI - BAT - REEER
10%HI B BB MTEMB - RAFE - K
SEEMBABETEEKBEAINENRAR
o 722, 0007 °

BEMNTIERNBE B X - BEEIR
ERABIR-ZZEZRERA/INEERE
S-S Eéﬂ%ﬂif EETM RN - #
%@%¢I% R B =ZFR A
135 - HBEE ﬁﬂ_vaiémﬁ
ﬂ CEHilt o BZE——F—-HA—HEDT
BEEZHMERSE -

PR BBHE B EECEMESHE
TEEEEHEMNBN)  SHEEL
¥ RGN EHMBEH - —FF
NE+—A+—8B ZEBAEEREER
NAREBEBARBECEMSHEAER
RAEBTRECE=ZF BTN
FEZZT——F RIS B X
BMBIIE o

—E——F#
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Notes to the Consolidated Financial Statements (continued)
FREM KR (E)

For the year ended 31 December 2011

HE=

T——5+-A=+—ALFE

12. Income tax expenses (Continued)

TEREBEEIRAR AR (Jiangsu Chaowei Power Co., Ltd.) was
recognised as a New and High Technical Enterprise 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.

Chaowei Power was recognised as a New and High Technical
Enterprise on 30 December 2011 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 2011 to
2013.

SAIEBEEIRAMR AR (Henan Chaowei Power Co., Ltd.) was
recognised as a New and High Technical Enterprise on 28 July
2011 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 2011 to 2013.

Other subsidiaries established in the PRC were subject to
income tax rate of 25% for the year ended 31 December 2011
(2010: 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.

Fri8 & X @

—T-TFXAT=A IHBAER
R A RURIEE A 0 B 0 %P3 Bk
ERRABHHHRLE=F A H—F
—BEEF——F - RIS%E T3 B
B BE -

—E——F+-A=Z+H HBRERR
BEANTRECEMBREIERR AR
FRBELE=F AT ——FE=
T—ZF  IR15%M TSR R M
A o

—E-—FLA-+)\B ARBHE
A R AR J 8 PR B R B 2 3 8 B
AERRABARROETF B
To—EE-F—=F RIS
BB MABE -

BE_T——%+_A=t—-BL#F
JE 5 AR B PK AT ) H At Y BB A B B PR AS
BB ERB2B%(ZT—FF :25%) o K
NAIRARRBEBZHS((REER
RS REBEMA M ERR
B &l A 32 LA SR 3 A% AR A

FAZMEHRAXAREAEZEBRR
TRBRB AT A B E RO T

ANNUAL REPORT 2011

2011 2010
—®e-—% —T-EfF
RMB’000 RMB’000
AR T ARBF T
Profit before tax B 25 Al ) R 710,881 369,918
Tax at the applicable income tax rate RERMEHHE25%E
of 25% SRR 177,720 92,480
Tax effect of income tax credit granted m—RHEARELH
to a subsidiary in research LTS HIEE N
and development expenditure M e (6,906) (6,426)
Tax effect of expenses not deductible AAMBHAEZOREEE 5,403 7,001
Effect of preferential tax rates BEREEETHB AR
on income of certain subsidiaries I @N:R -2 (67,954) (26,268)
Decrease in opening deferred tax BRAMERL S
assets resulting from a decrease FURLERIEE ER D
in applicable tax rate 2,559 —
Tax effect of tax losses not recognized RERTIEEENORIBLE 172 -
Deferred tax associated with withholding AR B ARG RDE
tax on undistributed profits FI)E /Y T8 $0 7 TE AR Y
of PRC subsidiaries IR AE TR 18 10,064 —
Income tax expense for the year FRAEHEX 121,058 66,787

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

CHAOWEI POWER HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements (continued)

A B R R MY A (D

For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

13. Earnings per share 13. SR EF
The calculation of the basic earnings per share attributable to AAREBAEGNERERERF TR
the owners of the Company is based on the following data: BUATHIRE -
2011 2010
—®--% —T-TF
RMB’000 RMB’000

AR¥T T AR T T

Profit for the year attributable to owners KRB ANEEFAFE

of the Company 455,338 268,195
2011 2010
—E——fF —E-EF
’000 000
TR F &
Weighted average number of shares DNAE 19 B E 1,005,290 874,179
The weighted average number of ordinary shares for the RAEBE_ZT-ZEF+_RA=1+—
purpose of calculating basic earnings per share for the year BEtFENGRERRBAME - ME
ended 31 December 2010 has been adjusted for the effect FHERABRBEERBER - —F
of 749,900,000 ordinary shares issued pursuant to the FELtALtBTAME RN LEITME
capitalisation issue completed on 7 July 2010 as disclosed in #9749,900,000 A% & i % ( & P 5E 32 Ff %
Note 32. BN EIEHAE -
No diluted earnings per share is presented as the Company MEZFREERT  FEAKRAR
did not have potential ordinary shares outstanding during both RREFE IO & AR BT EE T B
years.
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Notes to the Consolidated Financial Statements (continued)

fRE B R R M R ()
For the year ended 31 December 2011
HE-_ZT——F+-A=+—ALTFE

14. Dividend 14. R E
2011 2010
—B-—F —T-FF
RMB’000 RMB’000
ARET T ARET T
Dividends declared for distribution FREMRZEARE :
during the year:
Declared by Chaowei Power BBRERE K - 65,000
2010 final dividend declared HAREEIRD
by the Company —E-ZTFERERE
— RMBS.0 cents per share — BRARS.0M 80,423 —
80,423 65,000

A final dividend of RMB0.136 per share in respect of the
year ended 31 December 2011 has been proposed by the
directors of the Company and is subject to the approval by the
shareholders at the forthcoming annual general meeting of the
Company.

During the current year, a dividend of RMB0.08 per share in
respect of the year ended 31 December 2010 was declared
based on 1,005,290,000 shares as at 31 December 2010, and
paid to the owners of the Company. The aggregate amount of
this dividend declared and paid amounted to RMB80,423,200.
The dividend was paid out from the Company’s share premium.
In the opinion of the directors of the Company, such distribution
is in compliance with the Articles of Association adopted by
the Company and also the Companies Law, Cap 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands.

On 5 March 2010, Chaowei Power declared dividend in the
total amount of RMB65,000,000 to its then owners from its
retained earnings, in which RMB32,500,000 was paid on 8 April
2010. The dividend payable by the end of 31 December 2010
amounting to RMB32,500,000 was paid on 12 January 2011.

ANNUAL REPORT 2011 CHAOWEI POWER HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements (continued)
mE MK mERME (&)

For the year ended 31 December 2011

BE_ZT——+_-_A=+—HLEE

15. Property, plant and equipment 15. ¥  -BERRXE
Furniture,
Plant and Motor fixtures and Construction
Buildings  machinery vehicles  equipment in progress Total
BHBE
BT BERKE RE RER®ZE 2 LRIE -
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBETT ARBTr ARETR ARETT AR%Tn
COST RA
At 1 January 2010 WZE-25—-F—H 186,635 165,114 11,765 18,911 55,062 427 487
Additions RE 13,299 87,879 5,713 8,091 188,901 303,883
Transfers E-ON 76,818 51,877 - 4,758 (133,453) -
Disposals i (2,040)  (19,867) (339) (1,074) - 23314
At 31 December 2010 RZE-ZH+-F=1-H 274,712 275,003 17,145 30,686 110,510 708,056
Additions RE 20,302 104,468 12,636 9,338 375,414 522,158
Acquisition of subsidiaries KENBARA 63,141 26,094 1514 1,335 11,321 103,405
Transfers E-ON 192,196 80,646 - - (272,842) -
Disposals e (444 (40,922) (291) (1,011) — (43669)
At 31 December 2011 WZE-—%+ZF=1+—H 548,907 445,289 31,004 40,348 224,403 1,289,951
DEPRECIATION AND FERREE
IMPAIRMENT
At 1 January 2010 WZE-25—-F—H 19,945 31,010 3,406 8,709 - 63,069
Provided for the year EERE 12,944 19,112 2973 5,161 - 40,190
Impairment loss recognised in REZRANAESE
profit or loss - 4,344 - - - 4,344
Eliminated on disposals LERHH (699) (11,448) (134) (937) - (13.218)
At 31 December 2010 WZE-FF+-F=1—H 32,190 43,018 6,244 12,933 - 94,385
Provided for the year EERE 19,087 31,880 4,310 5,965 - 61,242
Impairment loss recognised in REERANAESE
profit or loss - 4107 - - - 4107
Eliminated on disposals HEREH (95) (14,616) (235) (548) - (15,494)
At 31 December 2011 RZE-——-F+ZA=+-H 51,182 64,389 10,319 18,350 - 144,240
CARRYING AMOUNT REE
At 31 December 2011 WZE-——%+ZF=1—H 497,725 380,900 20,685 21,998 224,403 1,145,711
At 31 December 2010 WZZE-Z%+-F=1+-H 242,522 231,985 10,901 17,753 110,510 613,671
BEOIERERAT —T——FH
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Notes to the Consolidated Financial Statements (continued)

fRE B R R M R ()
For the year ended 31 December 2011
HE-_ZT——F+-A=+—ALTFE

15. Property, plant and equipment (Continued) 15. Y% - BERRXE @

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

Plant and machinery

Motor vehicles

Furniture, fixtures and equipment

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

Note 36.

16. Prepaid lease payments

B
B R

E

A BERERRE

16. A HENKE

itz BMERREBNER  BKERZ
TN HUABRERIAT F XGRS

[

6.33%-9.5%
9.5%

19%
9.5%-19%

EERNYE BMERIBHHFABHIRN
M 5E36 °

2011 2010
—E——F —ET-TF
RMB’000 RMB’000
AR¥T T ARBF T
At beginning of the year NG 68,816 66,350
Addition NE 47,474 3,714
Acquisition of subsidiaries Ui B B 8 1 &) 14,214 -
Released to profit or loss as expense FFABSEEAERAY (1,626) (1,248)
At the end of the year R #R 128,878 68,816
2011 2010
—E——F —E-ZTF
RMB’000 RMB’000
AR¥T T ARBF T
Prepaid lease payments related to FEtwERAENENEE
land use rights analysed for RIEFEREH
reporting purposes as: Pak =1
Current assets mENE E 2,671 1,478
Non-current assets ERBEE 126,207 67,338
128,878 68,816

The amount represents the prepayment of rentals for land use

rights in the PRC for a period of 50 years.

ANNUAL REPORT 2011
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Notes to the Consolidated Financial Statements (continued)

A B R R MY A (D

For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

16. Prepaid lease payments (Continued) 16. FE S H & K IE (40
At the end of the reporting period, the Group was in the RmEHBERE  NEBEIEAMNA
process of obtaining land use right certificates for the land B EEHARE12,408,000c(=ZFE—F
in the PRC amounting to approximately RMB12,408,000 (31 F+ZA=+—H: )N thHPAE
December 2010: nil). In the opinion of the directors of the BMEFEARENTFE ARAREER
Company, the Group is entitled to lawfully and validly occupy B AEEHBEEERABIMIGE RE
and use the above-mentioned land use rights and not required FAEdtmEAE BERUNPEMN
to incur significant additional cost in obtaining the land use right T b SR ER + 3 0 R R R A B AR FR A
certificates for the land in the PRC. HEKXKEHR -
Details of land use rights pledged are set out in Note 36. EER L ERENFIEERHNM 36
17. Investment property 17. REWE
RMB’000
AR TR
COST R A
At 1 January 2010, 31 December 2010 and RZE—ZFTF—F—H Z2—FF
31 December 2011 FTZA=F+—HEZZE—F
+—-—A=+—H 10,651
DEPRECIATION e
At 1 January 2010 RZE—FF—HF—H 747
Provided for the year FREE 747
At 31 December 2010 RZE—ZFTF+_A=+—H 1,494
Provided for the year FRNEE 747
At 31 December 2011 NR-—_ZE——F+-A=+—8H 2,241
CARRYING VALUES REE
At 31 December 2011 RZE——F+ZA=+—H 8,410
At 31 December 2010 R-_ZE—ZTF+_A=+—H 9,157

The fair value of the Group’s investment property at 31
December 2011 was RMB35,145,000. The fair value has been
arrived at based on a valuation carried out at 31 December
2011 by MM&FEEFTHEBA (Huzhou Jinping Property
Valuation Limited) (“Huzhou Jinping”), an independent and
professional qualified valuer not connected with the Group.
Huzhou Jinping has appropriate qualifications and recent
experiences in the valuation of similar properties in the relevant
location. The address of Huzhou Jinping is at 5/F, 1 Taihuxilu,
Zhicheng, Huzhou, PRC. The valuation was determined by
reference to recent market prices for similar properties in the
same location and condition.

REBREWER-_T——F+ A
=+—AMATEAEARS5145000
T o A FEDNBERARE@WEBED
BUBEAERMGEMBMNG FEET
HEBHITHEMNEFHIR =T ——F
T A=+ —BETHMHBEER - HM
CFABSEER BROYAEHM
MU EETHE NS T
U & R B SR M T B KA P B 1 SR 5AE o
HEDZERE R RAR OB E
WS EET -

BEBNIERERAE ZT——FH
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Notes to the Consolidated Financial Statements (continued)

Fae)

Bt 7% 3R 3% B A (4

For the year ended 31 December 2011

HE=

17.

18.

T —FI-ASt—ALEE

Investment property (Continued) 17. REWY % @)
The fair value of the Group’s investment property at 31 RZE—ZFTF+ZA=+—H  &x5%H
December 2010 was RMB35,172,000. The fair value has been REWMEHRFERBARMESS172,000
arrived at based on a valuation carried out at 31 December TC o A B TH AR R B R £ [ A R S Y
2010 by AMPREmREEFESE  (Huzhou Zhongchen BYEEAERMGEMBAMNFREIRE
Guorui Property Valuation Limited) (“Huzhou Zhongchen”), an EFHESEER(THNFARIR-_Z—=
independent and professional qualified valuer not connected FHZA=Z+—H#ETHHEESR -4
with the Group. Huzhou Zhongchen has appropriate MERAEBAHER BRI AREH
qualifications and recent experiences in the valuation of similar ME R B EETHE - HIMNF R
properties in the relevant location. The address of Huzhou 0 4E A B OW N T AE I & PR AR R 211585
Zhongchen is at 5/F, 211 Jinlingzhonglu, Zhicheng, Huzhou, 18 o [HE T2 Z A B KA B R L
PRC. The valuation was determined by reference to recent MENSOAMEET -
market prices for similar properties in the same location and
condition.
The above investment property is depreciated on a straight-line Ll E Y E LA E 85 126.33%M F X
basis at 6.33% per annum. FTRITE -
Deferred taxation 18. IEEM I
The deferred tax assets (liabilities) recognised by the Group and REBRFABRRHELCHIBEEE (8
the movements thereon, during the year are as follows: B)RAEZEHOT :

Allowance

for doubtful Fair value

debtsand  Deferred Accrual/ adjustment  Withholding
inventories income  provision  Tax losses Others  on assets tax Total
2K Eitsa BENDT
REERE EEWN  /BE HEEE Efh EEEE  ENH @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

AREBTT ARBTT ARETT AREFT ARETR AREFT AREFT ARETR
At1 January 2010 ®Z2-%%-A-A 1,041 4,29 14,970 - 2,172 (2,148) - 20,330
Credit (charge) to profit or loss FAE)BE 231 88) 17,143 - 2333 1410 - 21029
At 31 December 2010 RZE-F%+-fA=t-H 1,212 4207 32,18 - 4,505 (738) - 41,359
Acquisttion of subsidiaries WENBLA - - - - - 189 - 189
Credit (charge) to profit or loss SANE) R 1688 4,99 26,544 1541 1,585 (111) (7.342) 28900
At 31 December 2011 W-E-—%+-8=+-8 2,960 900 58657 1,541 6,090 660 73 70448

ANNUAL REPORT 2011 CHAOWEI POWER HOLDINGS LIMITED
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A B R R MY A (D

For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

18. Deferred taxation (Continued) 18. IE & Bi 15 (@)
The following is the analysis of the deferred tax balances for LA 7 3t B1 75 2R 3R B R JE B IR 45 8
financial reporting purposes: o
2011 2010
—E——F T -TF
RMB’000 RMB’000

AR¥T T AR T T

Deferred tax assets BEERIBEE 78,450 42,097
Deferred tax liabilities EEFEA E (8,002) (738)
70,448 41,359
Details of the Group’s unused tax losses are as follows: AEBARHHAOBMBEEREFBOT
2011 2010
—EB——fF —EF-FF
RMB’000 RMB’000

AR¥T T AR¥ET T

Deferred tax asset on tax losses recognized &t i 78 &5 18 & 32 &9 1R 1T

MIBEE 1,541 —

Tax losses unrecognized for deferred RIEMIBEENAER

tax assets TIEE B 688 —
At the end of the reporting period, the Group has unused RMEHBEERE  AEEEREAE
tax losses of RMB688,000 (31 December 2010: nil) available LA SR R FDE B R & AL IB &8
for offset against future profits that may be carried forward ABARME88,000t(ZE—FF+ = A
indefinitely. No deferred tax asset has been recognised in =+—8:F)  BmRFATFEBRKF
respect of the tax losses due to the unpredictability of future EROR - Bt RSB I S IE R RIR T
profit streams. HIBEAE o

BRYHNERERAT —T——&H 03



Notes to the Consolidated Financial Statements (continued)
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For the year ended 31 December 2011

HE=

T——5+-A=+—ALFE

18. Deferred taxation (Continued) 18. IIE %E B 15 (@)
Under the new EIT Law, withholding tax is imposed on BB EEMSRE - URBINE QT
dividends declared to foreign investors in respect of profit —EEN\F— A —BRFAEIHNFE
earned by PRC subsidiaries from 1 January 2008 onward. mEIMEEEMEIRARE S HWKIEN
Deferred taxation was not provided for in the consolidated Meo-AREREERREETEKNE QA
financial statements of the Group for the year ended 31 RZZEZENF  ZEENEFRZE—F
December 2010 in respect of undistributed profits of relevant FEENMBEEANRRREITEDIRT
PRC subsidiary, as the management confirmed that profits BINEEE - BEAKSEEE_ZT X%
generated by the relevant PRC subsidiary in 2008, 2009 F+ZA=+—HIEFENERATBR
and 2010 will not be distributed to its foreign investor in the rRUWEBAAPEMNE R T KRS IRF
foreseeable future. During the current year, the management EELRERERE - RAFE A&
of the Group has reassessed the dividend policy of its PRC EEEECREASEBINESTE
subsidiaries based on the Group’s current business plan and MBHRR  EFFEEPENB AR
financial position. Starting from 1 January 2011, certain profits BREHE B _FT——F—HA—HBH
generated by the relevant PRC subsidiary will be distributed 9o BEEBINEEEDREBET RSB
to its foreign investor and as such, deferred tax liability in NAEEENETAE Bt - 23t n
this respect was provided for accordingly in the consolidated REBAFENGEVBRERMELRT
financial statements of the Group for the current year to the HMEEERE 2BUAEEEEER
extent that such earnings are estimated by the management of FRARRRE TN EBERENAR -
the Group to be distributed in the foreseeable future.
The aggregate amount of temporary differences associated with PENBARIYABRBELEHIEE R
undistributed earnings of PRC subsidiaries for which deferred WARDRBFEFOEREZZLER
tax liabilities have not been recognised was approximately ZE——F+ZA=F+—HBHORBAR
RMB1,120,635,000 as at 31 December 2011 (31 December #1,120,635,000( = —ZTF+ = A
2010: RMB718,077,000). —+—8: AR#¥718,077,0007T) °
On 5 March 2010, Chaowei Power declared dividend ZE-FTF=-AHA  BEEREIRR
amounting to RMB65,000,000. As the amount was paid out B A R#65,000,0007T ° RN % & 58
of retained earnings generated before 1 January 2008, no NWZZEENF—A— BRI EENRE
withholding tax is required. MEEAR - WEHBERNBENR -
19. Goodwill 19. &
2011 2010
—E2——F T -EF
RMB’000 RMB’000
AR T ARBF T
COST R A
At beginning of the year NG| 14,956 14,956
Arising from acquisition of subsidiaries BB AR mES
(Note 39) (Fi 5£39) 10,672 -
At end of the year NS 25,628 14,956

On 31 May 2011, the Group acquired a 51% equity interest
in Anhui Yongheng from independent third parties at a cash
consideration of approximately RMB40,139,000, resulting in
goodwill of RMB9,342,000.

ANNUAL REPORT 2011 CHAOWEI POWER HOLDINGS LIMITED
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19. Goodwill (Continued) 19. B & (&)
On 30 June 2011, the Group acquired the entire equity ZE——FXA=1TH XxEEZRHES
interest in HMNKREAEXRERER AT (“Huzhou Changguang REHAREE1,234,000 T BLE=H
Haotian Power Co., Ltd.”) (“Huzhou Changguang Haotian’) IR IR ESEREIRAGR QA (M
from independent third parties at a cash consideration REGRDZEBRAEZ  HREEA
of approximately RMB1,234,000, resulting in goodwill of R #754,0007T °
RMB754,000.
On 31 August 2011, the Group acquired a 51% equity ZE-——FNA=+—H KxEHIKRHA
interest in NI KHESAKBERBR AR (“Zhejiang Changxing S RELH ARKG,443,000 B L 5
Jintaiyang Power Co., Ltd.”) (“Zhejiang Changxing Jintaiyang”) ZHRENIRAES KGEERERA A
from independent third parties at a cash consideration ([HIRESKEG])1%RAEZ - &
of approximately RMB6,443,000, resulting in goodwill of REE AR576,0007T ©
RMB576,000.
Goodwill
(5E
2011 2010
—E——F —T-FF
RMB’000 RMB’000
AR T AR T T
Anhui Chaowei B B 14,956 14,956
Anhui Yongheng ZHEoxE 9,342 -
Huzhou Changguang Haotian MM RESEXR 754 —
Zhejiang Changxing Jintaiyang LR EE K5 576 —
Total st 25,628 14,956
For the purposes of impairment testing, goodwill set out REFTRVERIS - B R PTUEE BY T K B
above has been allocated to one individual cash-generating BABHREHNEORE - KX
unit (“CGU”) as the four acquired subsidiaries all engaged in HHHEE I RE-—EBEVRESELASE
manufacturing of motive batteries. During the year ended 31 U(THReELEM]) RBEEZT——
December 2011, management of the Group determines that FTA=+—BLLFE KEBEER
there is no impairment of its CGU. The basis of the estimation [EETZReEEEMIERE Gt
of the recoverable amount of the above CGU and the major THBEELEBMNITNESEHREER
underlying assumptions are summarised below: FERBREBR AT
BEBAERBRRAE ZT——FH
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For the year ended 31 December 2011

HE-_ZT——F+-A=+—ALTFE
19. Goodwill (continued) 19. & @)
The recoverable amount has been determined based on AlEcELERGEGCHAEAME
a value-in-use calculation. That calculation uses cash JE o 2R E M B ERE R E Pt R
flow projections based on financial budgets approved by ENFHHANVRBEEMSENRSRE
management covering a 5-year period, and discount rate of AR MAKAITRERIZR(ZE
13% (31 December 2010:15.12%). The CGU’s cash flows —ZF+=-A=+—H :15.12%) ° #%
beyond the 5-year period are extrapolated using a steady 5% HeELEVATFUEAPENRERE
growth rate (31 December 2010: 5%). The growth rate used is AR TSN ERE(ZE—TF+=
based on management’s best estimation on growth forecasts A=+—H :5%)#& - FIHEANER
and does not exceed the average long-term growth rate for EUEREHIERBAMNKEM AKX
the relevant markets. Other key assumptions for the value- B BUABBEEMSN T HREG
in-use calculations relate to the estimation of cash inflows/ X -HEFHEEMNEMFTZRRE
outflows which include budgeted sales and gross margin. BeRA/ RENEFT(REEEHE
Such estimation is based on the unit’s past performance and REMEK)EH - BEAMFEENRZEN
management’s expectations for the market development. BERBAMEEBEMSERNTEAY -
Management believes that any reasonably possible change BEERER ANZERENEGEEY
in any of these assumptions would not cause the aggregate TeoRReELEMMNEDNAEHEA
carrying amount of the CGU to exceed the aggregate Al B S -
recoverable amount.
20. Available-for-sale investment 20. IHEERE
2011 2010
—E——fF —E—ZF
RMB’000 RMB’000
AR T ARBF T
Unlisted investment: FLEmIRE :
— Equity investment, at cost — BRAEE K
less impairment REBRRE 4,000 —
Note: The above unlisted equity investment represents a 20% equity interest BieE : B3 EMIRARERRERBKZOFLA

in REMBEHEXEMR AR (Changxing Chaowei Real Estate Co., Ltd)
(“Chaowei RE”), a private entity established in the PRC. It is measured
at cost less impairment at the end of the reporting period because the
range of reasonable fair value estimate is so significant that the directors
of the Company are of the opinion that the fair value cannot be measured
reliably.

As the Group does not have power to participate in the financial and
operating policy decisions of Chaowei RE due to the dominant control
of Chaowei RE by its majority shareholder, the directors of the Company
are of the view that the Group does not have significant influence over
Chaowei RE. As such, the investment in Chaowei RE is accounted for as
an available-for-sale investment.

As at 31 December 2011, an amount of RMB28,300,000 was due from
Chaowei RE, details of which are set out in Note 24.

ANNUAL REPORT 2011 CHAOWEI POWER HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements (continued)
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21. Inventories 21. 78
2011 2010
—E——F —E-TF
RMB’000 RMB’000
ARET AR¥F T
Raw materials R4 246,263 163,020
Work in progress TR 580,423 410,101
Finished goods IR T 69,233 53,417
895,919 626,538
Details of inventories pledged are set out in Note 36. EERFERFIBHAMES6 -
22. Trade receivables 22 EWWE F BRI
2011 2010
—®—-% —T-TF
RMB’000 RMB’000
AR¥ Tt AR T
Trade receivables BUWE SRR 245,556 65,490
Less: allowance for doubtful debts W RERRE (8,518) (3,541)
237,038 61,949

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 goods delivery date
which is the same as sales recognition date, at the end of the
reporting period is as follows:

REB-—RAEXHRHENEFIEMRIS

BMEES  TBRIEERRSHET -

REMBREMEAERE R REEE
BHEWEZEANREDTIRZEA

HNHERARE 25WT -

2011 2010
—E-——F —T-TF
RMB’000 RMB’000
AR¥T T AR¥ET T
0-15 days 0-15H 129,884 52,606
16-90 days 16-90H 87,598 6,770
91-180 days 91-180H 14,981 2,026
181-365 days 181-365H 4,575 547
237,038 61,949

BEBNIERERAE ZT——FH
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22. Trade receivables (Continued)

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

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:

22, EWWE 3R @

EREREMHRETLA - AEE& AT
HEEFPHERER YETEAMNE
SR -

EREERTERRKEZIRFANGEEE
Z BERRARIPEIERENHEKE
SEREERINEREER -

EEHERRENERESERERD
W

2011 2010

—E——F —ET-FF

RMB’000 RMB’000

AR®T T ARBETF T

16-90 days 16-90H 87,598 6,770
91-180 days 91-180H 14,981 2,026
181-365 days 181-365H 4,575 547
107,154 9,343

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:

AEEHZFCHHRERRENGEHT
BEREEMERD -

74 82 B 1 G BR 55 P 2R 4 B K U
AR BRSHEAENRSHTR
BF -

AEE2EBERRLERTERER
B AETHEERO N AIKRE KA - B
BBEEHNEKE S RN R EE
e

FARKESRRBEBES :

2011 2010

—E——fF —E-FF

RMB’000 RMB’000

AR¥T T ARETTT

At beginning of the year F9) 3,541 3,854
Provided for the year FREE 4,977 714

Write-off for the year FEREH - (1,027)
At end of the year F R 8,518 3,541
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22.

23.

E——F+-A=+—HILEE

Trade receivables (Continued) 22. EWE 5 R @)
In determining the recoverability of the trade receivables, the FEHERKEZERNITRLEERE -
Group reassesses the credit quality of the trade receivables AEBEFIHTHELEEEREERS
since the credit was granted and up to the end of the reporting HEAERENERESEREEER -
period. Based on the historical experience of the Group, the BERAEENBILR  AQFESHE
directors of the Company believe that no further allowance is BEIWMmELE-—PHRENTE -
required.
Bills receivable 23. EWEE
2011 2010
—E——F —T-FF
RMB’000 RMB’000
ARET T ARBETIT
Bills receivable J& 5 = 15 736,614 593,238

The Group did not have any discounted bills receivable as at
31 December 2011 (81 December 2010: RMB72,752,000)
to banks with full recourse. The Group would continue to
recognise the full carrying amount of the bills receivable and
recognised the cash received on the discounting as bank
borrowings.

Bills receivable of approximately RMB263,926,000 as at 31
December 2011 (31 December 2010: RMB242,029,000) were
endorsed with full recourse to third party suppliers for purchase
of raw materials and the corresponding trade payables of
RMB263,926,000 as at 31 December 2011 (31 December
2010: RMB242,029,000) were included in the consolidated
statement of financial position accordingly.

Included in the bills receivable as at 31 December 2011 was
an amount of approximately RMB123,782,000 (31 December
2010: RMB15,077,000) which was endorsed with full recourse
to third party suppliers for purchase of machinery and payments
for construction in progress.

W-_E——F+-A=+—H A&EH
WEAARTAEMBRENEWAIE
ZR(ZEZ-ZTF+-_A=Z+—H: A
R¥72,752,0007T) ° A5 B # B R Z
SRWZEMN2IREE  WEBIER
AR ERBRITEE -

RZE——F+_A=Z+—8 HA
R #263,926,000c(ZE—ZF+ A
=+—8: AR%242,029,0007T) K &
WEEESETFTE-AHREFUEER
ME BN BEERE TR ——F
T A=Z+—BNEEENESERA
R #263,926,000(— T —ZF+_H
=+—H: AR¥242029,0007T) ' B
R AL EM B E -

R-EBE——F+-_A=+—H "  EK
ZE RS H ARK123,782,0007T(=
T-ZEF+_A=+—8: AR¥
15,077,000 EEE FTEHE =T HERIA
BE#ERINERIROMES - BHK
BBRE -

BRABNRERARAT —B——FHK
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23. EWE#E @)
RIS A RE BN EEREEA

23. Bills receivable (continued)

The aged analysis of bills receivable presented based on the

issue date at the end of the reporting period is as follows: R ERER T T -
2011 2010
—E——F —E-TF
RMB’000 RMB’000
AR¥T ARBFT
0-90 days 0-90H 565,378 339,900
91-180 days 91-180H 171,236 253,338
736,614 593,238

24. Prepayments and other receivables

An analysis of prepayments and other receivables is as follows:

24. FARERH b EWKE
B OB R E AR REN DT

2011 2010
—E——fF —E—FTF
RMB’000 RMB’000
AR¥T T ARETF T
Prepayments to suppliers T8 4 FE T W) SRR 66,018 94,328
Other receivables H b e W 3R IA 91,182 64,068
Less: allowance for doubtful debts on o H A EUGRIA R RER BB
other receivables (950) (798)
156,250 157,598
Less: Amount due after one year W ERBEER —F1%&
included in non-current assets B H /) R IE (28,300) —
Amount due within one year MBEEFR —FRNIEHL
included in current assets B 127,950 157,598
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24. Prepayments and other receivables

25.

(Continued)

An analysis of other receivables is as follows:

24.

A RE R H At FE KB (@)

HA UGB

2011 2010

—E——F —E—FF

RMB’000 RMB’000

AR¥ET AREETF T

Value-added tax recoverable A Uy o] 3 {E F 45,974 56,713
Prepayments to employees R BB 7,649 4,480
Due from Chaowei RE (Note) JE Wy = 5 ER gk A 3R 3B (B T 28,300 -
Others Hi 9,259 2,875
91,182 64,068

Movements in allowance for other receivables during the year:

FA-HMEEERBEHNT :

2011 2010

—Z——fF —E—TF

RMB’000 RMB’000

AR® TR ARETF T

At beginning of the year REA 798 229
Provided for the year FREE 152 687
Write-off for the year F R = (118)
At end of the year FR 950 798

Note: The amount due from Chaowei RE represents an interest-free prepayment
made to Chaowei RE by the Group for purpose of purchasing of properties
developed by Chaowei RE.

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 0.50%
per annum as at 31 December 2011 (31 December 2010:
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.

25.

HE B NIERBR DA

e BKERBEG RIS EEABE LR
BARENEEMSN FERBRAESHE
3k -

ZREBITERRBITERR
BE

EIR IR TR EAREE R TR
ROFH - FBRITAAEBERET
BEE B -

R-TE——F+-_fF=+—8  ZRH
RITFERIEMBFFEOE0% (ZF—F
F+-—A=Z+—H :0.36%) °

RiTEHRIReHRS MR A =E

REARNERERAR - Ll FRF
R - RERTISNERGTE -

—E——F#
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HE=

25.

26.

T —FI-ASt—ALEE

Restricted bank deposits and bank
balances and cash (Continued)

Bank balances and cash at 31 December 2011 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 31
December 2011 of RMB263,926,000 (31 December 2010:
RMB242,029,000) aged within 180 days has been settled by
endorsed bills receivable 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 period is as
follows:

25.

26.

SRFEBTERREBITESRRK
& ®m)

R-TE——F+-_A=+—8 8774
BRESTEUARBHE MARKE
ABTARBEEMS TR BRNE
HEXHATBEBNET mEHES
JE AR B 78 2 R BT B B O S TE R
FTAR & o

P B Z R

RNEZERTER/RRNNRZIERK
FEKA - ASE RN\ HERER
HEANFERNEZRR -

RZE——F+ZA=+—H0 EHEZ
SEREHZF - REE180R U AW
AR #263,926,000 L (ZZE—EF+ =
A=+—8: AR#¥242,029,0007T)E
KB EEERKREREE BERSF
&R AR BB AT o

REEFELERE  BNEZERIRR
MEE BB RESTT

2011 2010

—EF——F —E-TF

RMB’000 RMB’000

ARET T ARBETF T

0-30 days 0-30H 196,981 67,790
31-90 days 31-90H 124,903 170,979
91-180 days 91-180H 220,417 105,358
181-365 days 181-365H 15,666 6,669
1-2 years 1-24F 29,859 2,113
Over 2 years B2F 138 646
587,964 353,555
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27. BN RE
RBEFEERE  BHRFREH B

27. Bills payable

The aged analysis of bills payable presented based on the issue

date at the end of the reporting period is as follows: HRBRBR > TIT
2011 2010
—Z——F —E-EF
RMB’000 RMB’000
AR¥T AR¥TF T
0-90 days 0-90H 18,440 —
91-180 days 91-180H 19,200 —
37,640 —

MERNREYBR S MEE L KR EH
BEIREE NEAREIE -

All the bills payable are of trading nature and will mature within
six months from the issue date.

28. Other payables 28. H it BT IE

An analysis of other payables is as follows: HiEARESTAT

2011 2010
—E——F —E-TF
RMB’000 RMB’000
AR® T ARBEF T

Deposits received from distributors 2> 85 7 Ko B Ath 75 T U ER
and others Mz & 45,022 51,479
Accrued commission st 102,678 108,939
Other payables H {th JE {5008 74,832 36,612
Advance from customers BWERFEHIE 144,636 49,888
Accrued payroll and welfare fEitEH S LR T 35,409 18,113
Other tax payables HAb e B8 10,882 4,774
413,459 269,805

HE B NIERBR DA
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FREM KR (E)

For the year ended 31 December 2011

BE_ZT——%+_-_A=+—HLEE

29. Deferred income 29. IEFEW A
Arising from
government
grants
R B BB
RMB’000
AR T T
At 1 January 2010 RZZE—ZTF—H—H 17,179
Release to income (Note 6) AU A (KT EES) (350)
At 31 December 2010 RZE—FEFE+-_A=+—H 16,829
Additions NE 34,715
Release to income (Note 6) AU A (K 5E6) (475)
At 31 December 2011 R-ZE——FE+=-_A=+—H 51,069
Deferred income arising from government grants represents B B B RO IR AR A FE Bk U R R
the government subsidies obtained in relation to the acquisition BEREREGRAR(IEEE]) « 28
of land use right of JAEHEEEIRABR AT (Henan Chaowei KERIFEFEHES HEERREREA T
Power Co., Ltd.) (“Henan Chaowei”), Anhui Yongheng and T (IAFE O T ERERD RIES
FFEEB LR ER AR (Jiangxi Xinwei Power Energy BT REAMERIEAES
Technology Co., Ltd.) (“Jiangxi Xinwei”), respectively, which RIEWA - WABERER L ERES
were included in the consolidated statement of financial position HEHT AGZE 2 HEBEE -
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.
30. Provision 30. &1
2011 2010
—E——fF —E-EF
RMB’000 RMB’000
ARET T AREFT
At beginning of year NG 79,946 57,539
Provision for the year FREE 175,964 136,155
Utilisation of provision ERARE (130,799) (113,748)
At end of year NS 125,111 79,946
The warranty provision represents management’s best estimate REBBEENBARRER K&
of the Group’s liability within fifteen months’ warranty granted EEEBEHPHNESERRETRAEAR
on motive battery products, based on prior experience for FBREREE TN REMGT -

defective products.
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Notes to the Consolidated Financial Statements (continued)

A B R R MY A (D

For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

31. Bank borrowings 31. RITEE
2011 2010
—E——F SG=554%
RMB’000 RMB’000
ARMT T AR T T
Secured bank borrowings EEARRTEE 795,000 271,000
Unsecured bank borrowings MEARTEE 455,000 172,752
1,250,000 443,752
The borrowings are repayable as follows: ARNATFHEENEE -
Within one year —F R 1,094,000 167,752
More than one year but not more than —FUEERFUA
five years 156,000 276,000
1,250,000 443,752
Less: Amount due for settlement W AR —FRNEER
within one year and shown WEFRTEEEE
under current liabilities /) 5K T8 1,094,000 167,752
Amount due after one year —F R B H A B 156,000 276,000
Total borrowings BEE
— at fixed rates — L 707,000 102,752
— at floating rates — 28 543,000 341,000
1,250,000 443,752
Analysis of borrowings by currency: BEEREYEHSHDN
— denominated in RMB — UAREEE 1,250,000 443,752
Fixed interest rate borrowings were charged at the rates e 2——F+_A=Z+—BL*HF
ranging from 4.02% to 9.84% per annum for the year ended 31 EEEREEIEN T402%29.84% (=
December 2011 (2010: 5.84%). T — T 584%) M EF KRB o

Interest on borrowings at floating rates is calculated based on
the borrowing rates announced by the People’s Bank of China.
Floating interest rate borrowings were charged at the rates
ranging from 4.48% to 9.47% per annum for the year ended 31
December 2011 (2010: from 4.86% to 5.84%).

Details of pledge of assets for the Group’s secured bank

borrowings are set out in Notes 36.

BREENANE
ﬁ‘ﬁ E’J fEEMEFE

ZFEEARETA

cEHE—_T——4F
+-A=+—BIFE FBEEX
NF4.48%E0.47%(—ZF —FF

4.86%%E5.84%) I EFI R 8 -

AEBAEERRTEENEEERFE

AR MFE36 °

HEBNERER L

—E——F#

T
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Notes to the Consolidated Financial Statements (continued)

A B R M A ()

For the year ended 31 December 2011

HE-_ZT——F+-A=+—ALTFE

32. Share capital 32. |
The details of the Company’s share capital are as follows: RARIBRAFBERAT
Number of
shares Shares capital
BoHE B <
Notes US$'000
HtaE FExT
Authorised JETE
Ordinary shares of US$1.00 each FR1.00ETHEBR
At date of incorporation MM B E (a) 50,000 50
Increase on subdivision of shares J‘E/\iﬁ —ZEF=ANH
on 9 March 2010 TR 2 HREF 1S N (b) 4,950,000 —
Increase on 7 June 2010 RZZE—FTF AR
190 (c) 9,995,000,000 99,950
Ordinary shares of US$0.01 each FROOIETHEBR
At 31 December 2010 and WZZE—ZF+=A
31 December 2011 =+—BR=ZZE—F
+=—A=+—H 10,000,000,000 100,000
Issued and fully paid BETRARE
Ordinary shares of US$1.00 each FRR1.00E T EER
At date of incorporation =R DAY=t (a) 100 —
Increase on subdivision of shares RZZE—ZFTF=ANA
on 9 March 2010 AT IR 1D 2 #F IR 38 A0 (b) 9,900 —
Issue of new shares on 9 March R-ZZE—ZTF=ANAH
2010 BITH D (b) 90,000 1
Capitalisation of share premium RZE—ZTF+HEH
on 7 July 2010 15 010 % B & A1t (c) 749,900,000 7,499
Issue of shares upon listing of R-E—ZTF+AHtH
the Company’s share on the VNN ST
Stock Exchange on 7 July 2010 REEZFT £
BFEITRRR (d) 250,000,000 2,500
Exercise of over-allotment optionon R Z-ZT—Z4F
29 July 2010 +AZ+A1H
1TFEBRE L AR R (e) 5,290,000 53
Ordinary shares of US$0.01 each FROO0IETTHEBR
At 31 December 2010 and RZE— 2¢+ A
31 December 2011 =t+—BERZZE—F
+=-A=+— 1,005,290,000 10,053
RMB’000
AR®ETF T
Presented as HER 68,140
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Notes to the Consolidated Financial Statements (continued)

A B R R MY A (D

For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

32. 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.

W i

(@

BEENIEREGR A G

32. R (%)

RZZ-FFE-A+N\B  ARARASH
SFEMMIL - SR E R A B50,0005KTT BB
50,000k B REE1ZTHRMD - BB » AR
B #AT100R B EE1EX T KRG °

RZZE—TFE=ZANE - AAARHHEE
HERIETHFAAETR0.01ET  MIEEMR
7N A1l 350,000 7T 95 450,000 & AR EI 1B 1.0
ETTHD - & A50,0003 7T 5 A5,000,000
BEBREECONETHRD - LB B
77 B% 7N # 510,000 B% & A% ® {50.01 E T K
MM o BB - AQ A ETRBESHREN
90,000/ F R EEO0.01E LMD - MAR
A)#) AR A 4 5K 100,000% H AR EE0.01€ T HY

Bfn e

BEARBZERER-_Z—ZF A tAH
BBENEMRZR  KARMNEERAKER
100,000,000 7T * % 4 10,000,000,000 A% A%
9 o AR B AR AR5 4 B Bk 697,499,000
ETEBRBEER  ARBEERNR=-Z—2F
FRATLHBEEREERFLEIADARRE
ZMEREREREERARANRAARL
Bl - e 1% % B B K 17 #9749,900,000% & i
BROEE MEFCHEXAAR=-T—F
FLRALHBEERBITEZERD -

RZZ—ZFLALH  ARQREURE R
PRABENFTR RERER218B T HEIT
250,000,000/% & % E {H0.01& T8y & AR -
BA  AARRGREERAMERLET ©

R-ZZE-—ZFFLtA-+AB ARBEHET
EEpn BEAKE R ERER218ELE
HM2175,290,000% & A& T {£0.013E T # % 38

i

—E——FR
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Notes to the Consolidated Financial Statements (continued)
FREM KR (E)

For the year ended 31 December 2011

HE=

33.

34.

T—F+-A=t-ALFE

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 acquired from/disposed to
the non-controlling shareholders; (i) equity-settled share-based
payment transactions entered into and fully vested before 1
January 2007; (iii) debt waived by a related party; and (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 31, cash
and cash equivalents and equity attributable to owners of the
Company, comprising issued share capital and reserves as
disclosed in Notes 32 and 33, in 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 debit.
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Notes to the Consolidated Financial Statements (continued)

fRE B R AR M A ()
For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

35. Financial instruments

35. €T A

(a) Categories of financial instruments (@ /I EfEH
2011 2010
—E——fF —E—EF
RMB’000 RMB’000
AR®T T AR¥F T
Financial assets EHMEE
Available-for-sale financial asset: AP ESMEE :
Available-for-sale investment, at cost AEHERE  RKAE 4,000 =
Loans and receivables: Bk EWFIE
Trade, bills and other receivables FEWE SRR - BRERE
N E A fE U FE 1,017,910 661,744
Amount due from a related party JEW — B ER KA 198 264
Restricted bank deposits PR # 8R 1717 3K 150,926 200
Bank balances and cash RITHEBRIRE 844,750 477,776
2,013,784 1,139,984
Financial liabilities TREME
Liabilities at amortised cost: REEKAFENAE
Trade, bills and other payables ENESER BHEE
N E b FE S FOE 848,136 550,585
Borrowings BE 1,250,000 443,752
Amount due to a related party B —RBRER A 8,200 —
Dividend payable JE A5 PR B - 32,500
2,106,336 1,026,837
BEEBOEREAER AR Z—ZZT——F3R
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Notes to the Consolidated Financial Statements (continued)

A B R M A ()

For the year ended 31 December 2011

HE-_ZT——F+-A=+—ALTFE

35. Financial instruments (Continued)

(b) Market risk

The Group’s activities expose it primarily to the financial
risks of changes in foreign currency exchange rates and

interest rates.

There has been no change to the Group’s exposure to
market risks, nor the manner in which it manages and
measures the risk.

(i) Foreign currency risk management

The Company with functional currency of RMB
has certain foreign currency bank balances and
cash denominated in Hong Kong Dollars and US
Dollars, which expose the Group to foreign currency
risk. The Group currently does not have a foreign

currency
monitors
consider

hedging policy. However, management
foreign exchange exposure and will
hedging significant foreign  currency

exposure should the need arise.

The carrying amount of the Group’s foreign currency
denominated monetary assets at the end of the
reporting period are as follows:

35. €@t T B @)
(o) % & g

AEEREEEETH ARG E
2 BB B B SR o

AEBFEENTHARRHERR
HERRNSRYRLE -

(i) SHERBER
AARNNEEBAREH
BT AT KR TTEHER SN
BRTESRERAS 24K
EmEmEINERR - AKE B
Al I 48 11 5T SMIE SR BUR o
AmM - BEEEERINMNER
B WENTEERERE T
FEIINERE o

RAEBHESMEERE - K
SENUNBEFHENEEEE
FREEZ7/MT

2011 2010
—E——F —E-TF
RMB’000 RMB’000
AR¥T ARBETF T
Assets BE

Hong Kong Dollars BT
Bank balances and cash RITHB LIRS 4,888 28,003

US Dollars XL
Bank balances and cash RITHEBRRS 2,269 41,416
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A B R R MY A (D

For the year ended 31 December 2011
HE-_Z——F+-_A=+—HILFE

35. Financial instruments (Continued)

(b) Market risk (Continued)

(i)

(i)

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 an increase in
the profit for the year of RMB183,000 (2010:
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 an increase in the profit for the year of
RMB85,000 (2010: 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.

35. €@ T B@®)
™5 R KB ()

(b)

BEHINIERERAFE =%

(i)

(i)

HME B B B (80

B E DT
AEBIEEHETNET
RAREH KB ER -

5% )5 & = 5N JE K 7] 4
PR EBEEHHNTE - 75
ARAETBEEEABRIBIR
SNIE R R ) UK E o iy
AR EETEESY - TR
FOE A5 42 N A K 183,000
T(ZE—ZTF: AE®
1,050,0007T) 5 i i A R 8
HAETHESS - AJFERFE
Ale WIS EREHNTE -

MARBEEETLEESY  F
A FE #8155 00 A R ¥ 85,000
T(ZE—ZTF : ARK
1,553,0007T) 5 i f A R #&
HETLHAESS - AJFERFE
Al HEESERANTE -

FEEKRER
AEBHAFENERRE
THRTEBIRITEES  HAE
BEETERD AEENR
CREMNERABREBHRZ
REIRITHER - BITEHB KR
ReRFEBRITEE - A%
BB EERTAITET
BEEHNEREFERR
A BEEEBRTERZ
BERERFERE R

AEENEREERSRA
1B B == & 5 B B AR
HEARNREE S EREE—
£ e
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Notes to the Consolidated Financial Statements (continued)
FREM KR (E)
For the year ended 31 December 2011

BE-T——F+-A=+—ALFE

35. Financial instruments (continued)

(b) Market risk (Continued)

()

ANNUAL REPORT 2011

(i) Interest rate risk management (Continued)

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 (2010: 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
2011 would increase/decrease by RMB917,000
(2010: RMB278,000).

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.

CHAOWEI POWER HOLDINGS LIMITED
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Notes to the Consolidated Financial Statements (continued)

A B R R MY A (D

For the year ended 31 December 2011
HE-_Z——F+-_A=+—HILFE

35. Financial instruments (continued)

(©)

Credit risk (Continued)

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 various banks and financial institutes
with good credit ratings 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 2011, the
Group has available unutilised short-term bank loan

facilities of approximately RMB535,000,000 (2010:
RMB634,000,000).
The following table details the Group’s remaining

contractual maturity for its non-derivative financial liabilities
based on the agreed repayment terms. The table has
been drawn up based on the undiscounted cash flows
of financial liabilities based on the earliest date on which
the Group can be required to pay. The table includes
both interest and principal cash flows. To the extent that
interest flows are floating rate, the undiscounted amount
is derived from interest rate at the end of reporting period.

saﬁﬁlﬂﬁ)

(©)

BEONERERAT =F

EEVEAC)

KE@FKW¥F&EWT%%%
FTESEETNEERE @ Bk
HOBELZEZRHGEHFREF

HRXSHFRERTERELEL
RIFEBFFNORITRSBME -
BRBESMEERBRER -

REELRREIRE

REBBBEREREER AT RN
Re kR ﬁ%%Xﬁiﬁ/llugﬁi
Rl RAEENZERFESY
ﬁﬁﬁ%ﬁ%ﬁﬁm%@ogﬁﬁ
TEEERITEENSAE)

AEEBERITEBEERRHE
EHEERR RZZTE——F+=
A=+—H ZXx&EBEXRGHHMNE
AEHRTERBEEONARARE
535,000,000 (ZZ2—F4F : AR
#634,000,0007T) °

TRAJNAEENETECREE
REHEERBMEEHNRT AL
ZEE - ZRDBBEAREEN A
WEREFORFEHANERAE
RUAEBRRERERY - ZREEN
BEREAEHBEESR - WHERER
FEGHE - R B A R A R AL
ReEERERESR -
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For the year ended 31 December 2011

BE_ZT——%+_-_A=+—HLEE

35. Financial instruments (Continued) .E®IAm
(d) Liquidity risk management (Continued) (d) mENE & B2 ()
Total
Weighted undis —
average counted Total
interest On 6 months 6-12 1-2 2-5 cash  carrying
rate demand or less months years years flows amount
RER
mEFH EZx AT 6-12 1-2 25 HeRE
Gk s BF AR £ 3 88 BREE
% RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETT ARETFT ARETR ARETRT ARETT AR%TR
At 31 December 2011 R=B--%
t=A=t-8
Non-derivative FTESHEE
financial liabilities
Fixed-rate bank borrowings EERTEE 591 — 434,688 292,748 - - 72743 707,000
Variable-rate FEBITEE
bank borrowings 6.26 - 124962 288458 156,556 - 569976 543,000
Trade payables EREZEHR 510 575,765 11,017 672 - 587964 587,964
Bill payable M2 - 37640 - - — 3R 37,640
Other payables R %174 BIGT 115369 472 - 5% 222532
Amount due to arelated party B —ZEHERTE 8,200 - - - - 8,200 8,200
33,884 1,254,572 707,592 157,700 — 2,153,748 2,106,336
At 31 December 2010 H-%-%%
+ZA=1-H
Non-derivative FEERER
financial liabilities
Fixed-rate bank borrowings TERAEE 5.84 - 103458 - - - 103458 102,752
Variable-rate #RRITHE
bank borrowings 5.15 - 53,051 27,129 132,971 156,566 370,207 341,000
Trade payables S 65743 287812 - 353,555 353,555
Other payables EfERE 45739 147,059 4,232 - - 197030 197,030
Dividend payalle MRS 32,500 - - - - 350 32,500
143,982 591,880 31,361 132,971 156,556 1,096,750 1,026,837
The amounts included above for variable interest rate i & B e R R E AR L REGET

E@EAW1EE+%IJTTH J:L/¥, '9"5
FESBARMNSETRER -

non-derivative financial liabilities are subject to change
if changes in interest rates differ to those estimates of
interest rates determined at the end of the reporting
period.
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35.

36.

E——F+-A=+—HILEE

Financial instruments (continued)
(e) Fair value

The fair value of financial assets and financial liabilities are
determined in accordance with generally accepted pricing
models based on discounted cash flow analysis.

The directors of the Company consider that the carrying
amounts of other financial assets and financial liabilities
recorded at amortised cost in the consolidated financial
statements approximate their fair values.

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 of the reporting periods is as
follows:

35. £/t T B #\)
e ~Y¥E
SREERSBABATEIRE

EEREMNEBEAARRBRSR
ENNMERE -

ARTEERS  BAUBRET
HEBMRARBOL S REE
R4 R E EH AR A FE

o

E o

36. EEE M

RHERHGERE  AEEETAETE
EFERRTRTASERITEENIE
WoRNEBEREHARERE AEECDE

HEENBEREAENT :
2011 2010
—E——F —E—ZF
RMB’000 RMB’000

ARB T ARET T

Buildings BF

Land use rights T s A R
Inventories IEN=Y

Bills receivable FEUR R &
Restricted bank deposits SR HERITER

103,554 36,270
81,416 53,063
= 33,600

- 72,752
150,926 200

BEBNIERERAE ZT——FH
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For the year ended 31 December 2011

BE_ZT——%+_-_A=+—HLEE

37. Operating leases 37. RKEHE

The Group as lessee REEEREMEA
2011 2010
—E-——F —E-TF
RMB’000 RMB’000
ARE Tt ARBETF T

Minimum lease payments paid for the year REXNRBYELLEHEE

under operating leases for premises BN RERE MR 5,133 4,192

R EBRBERE - REBRETATH
LGN T HI R Em e R R R E

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: HEMFRENT
2011 2010
—E2——F —E-FF
RMB’000 RMB’000
AR¥T T ARETT
Within one year —F R 2,648 3,836
In the second to fifth year inclusive FZEFRF
(BEEREMSE) 8,460 8,037
11,108 11,873

REBENFTEASEREETHERRE
MNwiEe BHEMFERFHER -

Operating lease payments represent rentals payable by the
Group for certain of its properties. Leases are negotiated for
terms of 2 to 5 years.

AEBEATHEA

HE-_Z——F+ZA=+—HL#F
o WEAS AL A ARKA,230,000
T(ZZ2—ZF : AR¥1,200,0007T) °

The Group as lessor

Property rental income earned for the year ended 31
December 2011 was approximately RMB1,230,000 (2010:
RMB1,200,000). The property held has committed tenants up

to 2018. BRENDEXCERFPAR BEE-Z
— =%k -
At the end of the reporting period, the Group had contracted PG HAMAERE  AEBEEBAPKT
with tenants for the following future minimum lease payments: MR R RAEEERNKETOMT
2011 2010
—2—-5& —T-Tf
RMB’000 RMB’000
AR TR ARBFT
Within one year —F R 1,230 1,230
In the second to fifth year inclusive F_EZFERF
(BEEEMF) 273 1,503
1,503 2,733
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38. Capital commitments 38. EXREIE
2011 2010
—2——fF —_E-FF
RMB’000 RMB’000
AR®T T ARET T
Contracted but not provided for — BETA B REE —
acquisition of property, plant U igEm % -
and equipment = N 5% 291,325 59,0562
Acquisitions of subsidiaries 39. WEEKE 2 A

39.

On 31 May 2011, 30 June 2011 and 31 August 2011, the
Group acquired a 51% equity interest, a 100% equity interest
and a 51% equity interest in Anhui Yongheng, Huzhou
Changguang Haotian and Zhejiang Changxing Jintaiyang,
respectively, from independent third party.

Anhui Yongheng, Huzhou Changguang Haotian and Zhejiang
Changxing Jintaiyang are all engaged in manufacturing of
motive batteries. They were acquired by the Group so as to
continue the expansion of the Group’s manufacturing of motive
batteries operations.

Considerations transferred for the acquisitions:

W_E——FAA=+—H —_FT——
FXNA=Z=+BRZZE—FNA=1+—
B AXEBMAORAMBILE=ZFTKREBLH
KB M EEREREINTIRES KK
519%[% AN HEZE ~ 100% A% 2 #E 75 K2 51%H%
A o

ZHROKE - HAMNEREERERNIRES
KEHREPHHEBNLE - FEBEW
BASERANIREBERD HNELNE
EXRT o

o R B A AR(E

RMB’000

ARETT

Anhui Yongheng Z#oxiE 40,139
Huzhou Changguang Haotian WM R B &R 1,234
Zhejiang Changxing Jintaiyang LR EE K5 6,443

Acquisition-related costs relating to the above acquisitions in an
aggregate amount of RMB291,000 has been excluded from the
cost of acquisitions and have been recognised directly as an
expense in the current year and included in the other expenses
line item in the consolidated statement of comprehensive
income, details of which are set out in Note 7.

BEENIEREGR A G

HERNEEEOKBRERBEKRARS KA
R #¥291,0007T I 5T AWBERA - B
SHCRNAFEERERA/FAX - L&t
AFE2EHBERRNEMAX B
BERNRET -

—E——F#

117



118

Notes to the Consolidated Financial Statements (continued)

fRE B R R M R ()
For the year ended 31 December 2011
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39. Acquisitions of subsidiaries (Continued)

Assets and liabilities recognised at the date of
acquisition are as follows:

39. IWEEEK B 2 B (@)

WEEEKLBERKER#ER
wmr

Huzhou Zhejiang
Anhui Changguang Changxing
Yongheng Haotian Jintaiyang Total
ZHXE HWNREEXR WIRESKRE @it
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T ARET T
Non-current assets ERBEE
Property, plant and mE - BEREE
equipment (Note 15) (Mr&x15) 73,951 16,608 12,846 103,405
Prepaid lease BREEFNE
payments (Note 16) (PfrzE16) 7,909 2,849 3,456 14,214
Deferred tax assets BB BEEE (M18)
(Note 18) 186 - 3 189
Current assets MEBEE
Inventories FE 30,682 411 3,750 34,843
Trade receivables fEYE 5 B30 8,105 434 4,099 12,638
Prepayments and TR R R E IR
other receivables 5,898 1,561 620 8,079
Bank balances and cash RITERERS 18,005 1,449 17,032 36,576
Current liabilities mEERE
Trade payables R E SRR (24,115) (8,770) (6,596) (39,481)
Bills payable EREE - (1,148) (6,000) (7,148)
Other payables H e R (34,231) (6,914) (4,856) (46,001)
Due to a non-controlling R ZHEKE — L7
shareholder of Anhui e
Yongheng (4,900 — — (4,900
Due to a director of [ERADNE —
the Company LEEHNHE (5,100) - - (5,100)
Bank borrowings-due ®ITEE — —FREE
within one year (16,000) (6,000) (12,000) (34,000)
Income tax payable EAMEH (94) - (849) (943)
60,386 480 11,505 72,371

The aggregate fair value of receivables acquired as a result of
the above acquisitions amounting to RMB16,832,000, which
comprised trade and other receivables, approximates the gross
contractual amount. There are no contractual cash flows not
expected to be collected.
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39. Acquisitions of subsidiaries (Continued)

Non-controlling interests:

The non-controlling interests in Anhui Yongheng (49%) and
Zhejiang Changxing Jintaiyang (49%) recognised at the
acquisition dates, respectively, were measured by reference
to the proportionate share of recognised amounts of net
assets of Anhui Yongheng and Zhejiang Changxing Jintaiyang
and amounted to RMB29,589,000 and RMB5,638,000,
respectively.

390. BB D 7 @)

JEIRARAERS

R @ B SRR R fk e S
A HE 35 (49% ) RO B R 6 K5 3 2R
HE 25 (49%) - V2 E R R BOKE BT
ERGABEEFECHREBERF
SEMLPIGE 2EHAAARY
29,589,000t & A & #5,638,0007T °

Goodwill arising on acquisitions: WIERELENEE
Huzhou Zhejiang
Anhui Changguang Changxing
Yongheng Haotian Jintaiyang Total
ZHKE HNRERER WIRESKB @t
RMB’000 RMB’000 RMB’000 RMB’000
ARBF T ARBF T AREF T ARBF T
Considerations HERE
transferred 40,139 1,234 6,443 47,816
Plus: non-controlling M IR
interests 29,589 — 5,638 35,227
Less: recognised B BB AT R
amounts of BEFERRAEE
identifiable net assets (100%)
acquired (100%) (60,386) (480) (11,505) (72,371)
Goodwill arising on hEEEEANEE
acquisition 9,342 754 576 10,672

Goodwill arose on the above acquisitions because the costs
of the combinations included a control premium. In addition,
the considerations paid for the combination effectively included
amounts in relation to the benefit of expected synergies,
revenue growth, future market development and the assembled
workforce of the acquirees. These benefits are not recognised
separately from goodwill because they are not capable of being
separated from the Group and sold, transferred, licensed,
rented or exchanged, either individually or collectively.

None of the goodwill arising on these acquisitions is expected
to be deductible for tax purposes.

FW RN EDEAHKARE -1
ZHVEEMEL o L& H T H
REERLERBHRBRRE 2 M
WAER - RETHERIBEKRE LT
MBEALBNHFIE AR EENET
EEAEESMMERNNEELE &
EoOR SR Rt e

BELSRBEENEHERT AT AEN
R -

HMEBNEZERERAR —ZT——%FRK
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For the year ended 31 December 2011
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39. Acquisitions of subsidiaries (Continued) 39. WHE I B 2 A ()

Net cash outflow arising on the above

PR BEANE S RLF

e

acquisitions: 7
Huzhou Zhejiang
Anhui Changguang Changxing
Yongheng Haotian Jintaiyang Total
RHKE WNREEX WIRELAR st
RMB’000 RMB’000 RMB’000 RMB’000
AREBT ARETF T ARETTT ARETT
Cash considerations ERNRERE
paid 40,139 1,234 6,443 47,816
Less: cash and cash o BENBEER
equivalents acquired ReEEY (18,095) (1,449) (17,032) (86,576)
22,044 (215) (10,589) 11,240

Impact of acquistion on the results of the
Group:

Included in the profit for the year was a profit of RMB1,717,000
attributable to Anhui Yongheng, a profit of RMB15,414,000
attributable to Huzhou Changguang Haotian and a profit of
RMB7,671,000 attributable to Zhejiang Changxing Jintaiyang.
Revenue for the year includes RMB177,046,000 attributable
to Anhui Yongheng, RMB228,480,000 attributable to Huzhou
Changguang Haotian and RMB103,311,000 attributable to
Zhejiang Changxing Jintaiyang, respectively.

Had the acquisitions of Anhui Yongheng, Huzhou Changguang
Haotian and Zhejiang Changxing Jintaiyang been completed on
1 January 2011, total group revenue for the year would have
been approximately RMB5,082,339,000 and profit for the year
would have been approximately RMB582,391,000. 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 acquisitions been completed on 1 January 2011, nor is it
intended to be a projection of future results.

In determining the ‘pro-forma’ revenue and profit of the
Group had Anhui Yongheng, Huzhou Changguang Haotian
and Zhejiang Changxing Jintaiyang been acquired on 1
January 2011, the directors of the Company have calculated
depreciation of plant and equipment acquired on the basis of
the fair values arising in the initial accounting for the business
combinations rather than the carrying amounts recognised in
the pre-acquisition financial statements.
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5,082,339,0007T + M F A FEEIL A A
R #582,391,0007T  HZERHEMH A
2B UERMBRBR T ——F—
A—B%  AEEERTENKAR
MEEEIRE N IABIERBRKREED
TEOR o

B ZEKE MM REEREMIR
BeABER-_ZT——F—A—RAIK
B EEEASENEE WA RNE
B AAREFCREBEREELEE
ABRMEEN A FEFEMRBERE X
R HRAE - T3 IEAR IR 4K A BT TS 3R
RAMEROREEHE -



Notes to the Consolidated Financial Statements (continu
fRE B R AR M A ()

For the year ended 31 December 2011
HE-T——F+-_A=+—HLEFE

40. Major non-cash transactions

During the vyear ended 31 December 2010, loan of
RMB54,891,000 from a related party of the Company, United
Holdings Worldwide Limited (“United Holdings”), was waived.

41. Related party transactions
(@) Name and relationship with related parties

Name

m&

MR EBEEEEFR AT ( DimizE] )

(“Henan Yifeng Electric Bikes Manufacturing Co., Ltd.”)
(“Henan Yifeng”)

A HEERRAR ( DAzl )

(“Henan Yilin Commerce & Trade Co., Ltd.”)

(“Henan Yilin”)

B e 1R

United Holdings

JEBARA (“Zhou Mingming”)

RER (“Wu Rongliang”)

ed)

4. TEFREXRZ

REBE-Z—ZTF+_A=+—HBLHF
BN REAQBEHEESBALERKRIER
HERAR(BEERD AEARYE
54,891,000 E N ESE R ©

M. EERERFRS
(@) BEAERZMENLBEER

Relationship

B &

Controlled by non-controlling party of Henan
Chaowei

F R i R B SRR A T R )

Controlled by Henan Yifeng

F R U7 1 422 )

Controlled by Mr. Zhou Mingming

Fa JEI B A S AR 45

Director of the Company

RNRBEESE

Non-controlling party of Anhui Yongheng
L RUK IR R T

(o) The Group has entered into the following (b) REERFANHEHEBRE
significant  transactions with its related AERIM NI ERRZS -
parties during the year:

2011 2010
—2——5 —p-TH
RMB’000 RMB’000
AR®T T AR T

Sales of goods HEE m
— Henan Yifeng — A Fglz 1% 234 11,240
— Henan Yilin — ] /g Uz HR 1,345 —
1,579 11,240

Others HAb

— United Holdings (Note i) — B A PR AR (B 3D - 54,891

Note:

(i) During the year ended 31 December 2010, loan of RMB54,891,000 (i)

from United Holdings was waived.

W i

KEE-F-FFT-AST-BLFE

HEHE & 12 i fE R A B R A R #654,891,0007T

ERERE -

BEENIEREGR A G

—E——F#
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41. Related party transactions (Continued) 4. FRERR S @)
(c) Balances with related parties (c) BEE&ERHR
2011 2010
—E——F —Z-TF
RMB’000 RMB’000
ARET T AREEFTT
Amount due from a related party: JEW — R B EEER KA :
Trade nature E5ME
— Henan Yifeng — A i iy & 198 264

Rl —2EBESTNOFAUARE
FHE - REER  2EREREX

The amount due from a related party was denominated in
RMB, unsecured, interest free and repayable on demand.

BiE -
2011 2010
—E——fF —E-TF
RMB’000 RMB’000
AR®T T ARBETTT
Amounts due to related parties: JE B EEETTRIE
Trade nature H514HE
— Henan Yilin — JA] 7 Uiz AR 776 —
Non-trade nature FEHHEE
— Wu Rongliang — RER 8,200 —
Total st 8,976 —

The amounts due to related parties were unsecured,
interest free and to be settled either on demand or within

one year.

Note: The maximum balance outstanding for amount due from a director

ENARETHRAR/ERR %
ERAREBRIN—FARERE -

i FARBEEREK - REFREERE

during the year was: =
2011 2010
—E——F —E-TF
RMB’000 RMB’000
AR®T T AR T
Zhou Mingming SRS - 95
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41. Related party transactions (Continued) M. EBERTRS @)
(d) Compensation of key management 0 FEZEEBAENME

personnel

2011 2010

—8—-% -T-TF

RMB’000 RMB’000

AR®T T AR®ET T

Short term employee benefits EHEBRET 6,619 3,089

Retirement benefits scheme contributions 38 ¥k 78 | 5t 2 £t 3% 66 26

6,685 3,065

42. Retirement benefits scheme contributions  42. E K& F| 5 8= =X

The employees of the Company’s PRC subsidiaries are
members of the state-managed retirement benefits scheme
operated by the PRC government. The Company’s PRC
subsidiaries are required to contribute a certain percentage of
their employees’ payroll to the retirement benefits scheme to
fund the benefits. The only obligation of the Group with respect
to the retirement benefits scheme is to make the required
contributions under the scheme which are calculated based on
18% to 20% of the employee’s basic salaries during the year.

In accordance with the relevant mandatory provident fund laws
and regulations of Hong Kong, the Group operates a Mandatory
Provident Fund scheme (“MPF Scheme”) for all qualifying
Hong Kong employees. The assets of the scheme are held
separately from those of the Group and under the control of an
independent MPF service provider. Under the rules of the MPF
Scheme, the employer and its employees are each required to
make contributions to the scheme at rates specified in the rules.
The only obligation of the Group in respect of the MPF Scheme
is to make the required contributions under the scheme.

RARFBEMNEBARNES &+ BBAT
EEMNERRAEANGTENKE - AQ
AIFENBEARBLKEEFSETED
b Mz R KR E SRR AERRFE
& o REBEBKREANGENE —FF
AREZTEER TR HR - HERTY IR
EEFAELRH ©H18%E20%:T & °

AEBRBEABENTERIERITES
EOIRRG - BRBERERNELERE
wR—EBHMEAEEHE(RES
ElD FEEEEAKEEED AR
B UYhBYRESREEEHERE -
RIBFBBESFAENRA - BEIRHEREE
EBERERNEENL XA Z S H#
Mo AEBEURESFENE—TER
BB LT BIF L PTAR O R -

BB NERBERAR ZT——F®K
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43. ERAARAMBRRRNE R

43. Information about the statement of
financial position of the company

Information about the statement of financial position of the PG AR ERE - B@EAQ G BB

Company at the end of the reporting period includes:

MROEM B

2011 2010
—E——F —E—TF
RMB’000 RMB’000
AR®T T AREF T

NON-CURRENT ASSETS IRBEE
Interests in subsidiaries REB QB ER 158,093 93,290
Office equipment MAEHME 182 218
Amount due from a subsidiary FE U BT B A R kI8 263,951 316,185
422,226 409,693

CURRENT ASSETS RBEE
Prepayments and other receivables TE A 5B K H R U FR B 1,380 3,576
Bank balances and cash RITHEBERIR® 4,039 67,713
5,419 71,289
CURRENT LIABILITIES REBEE

Other payables H i & 5 5E 446 1,835
Amounts due to subsidiaries JE A< B BB A B FIB 90,480 66,944
90,926 68,779
NET CURRENT (LIABILITIES) ASSETS FEB(EBEEFE (85,507) 2,510
TOTAL ASSETS LESS CURRENT LIABILITIES #EERARBAE 336,719 412,203

CAPITAL AND RESERVES EXRFHE
Share capital & A 68,140 68,140
Reserves 1 268,579 344,063
TOTAL EQUITY Fol ] 336,719 412,203
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44. Particulars of subsidiaries

The particulars of subsidiaries of the Company as at the end of
each of the reporting periods are set out as follows:

Name of company

Place of

incorporation/
establishment

registered capital

44. K&~ 7l & ¥

ARHIT

Issued and fully
paid-up share
capital/

Equity interest
attributable
to the Company
as at 31 December

RABMERBRE R E HE A RED

Principal activity

NN
MR, BRITRHARZ Rt=-A=t+—H
NCIECE B AL 26 B/ HmER PEAL BR A R 2= TEER
2011 2010
—B-——F_T-TF
% %
Directly held
HERE
Chaowei Power Group Limited BVI US$100 100 100 Investment holding
HEES NEEBRAF ABHERREE 100% 7T REER
Indirectly held
BiERE
Chaowei Power (Hong Kong) Limited Hong Kong HK$10,000 100 100 Investment holding
HEE (B BRAF B 10,000/ 7T BEER
Chaowei Power Technology Limited  Hong Kong HK$10,000 100 100 Research and
HEE AR BRAF B 10,000/ 7T development
i
BERERERAR (PHE) PRC RMB618,800,000 100 100 Manufacture and
(Chaowei Power Co., Ltd) (Note i) H ARM sales of
618,800,0007T motive batteries
SUERHEES EN
REFKERARAR (M) PRC RMB50,000,000 100 100 Manufacture of
(Changxing Zhongcheng Power H ARM motive batteries
Co., Ltd.) (Note i) 50,000,0007T FLEBNENL
AR ERERAR (M) PRC RMB10,000,000 60 60 Manufacture of
(Henan Chaowei Power Co., Ltd.) = AR motive batteries
(Note i) 10,000,0007C REH HEM
WRBEEREGRAR (FIEE) PRC RMB10,000,000 100 100 Manufacture of
(Shandong Chaowei Power Co., Ltd.) #E AR motive batteries
(Note i) 10,000,0007C REH HEM
IEBRERARAR (M) PRC RMB100,000,000 100 100 Manufacture of
(Jiangsu Chaowei Power Co., Ltd.)  FE AR motive batteries
(Note i) 100,000,0007T BB NE

HE B NIERBR DA

—E——F#
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44. Particulars of subsidiaries (Continued)

Name of company

Place of
incorporation/
establishment

44. B D B & # @)

Issued and fully
paid-up share
capital/

registered capital

Equity interest

attributable

to the Company
as at 31 December Principal activity

AT
Rt Av BETR&R WI+=H=t—-H
NGIEEE XL 3t B BAx/FRER EERAERE  FEER
2011 2010
—E——-fF-%-%
% %
ZREBHRERERAA (KF) PRC RMB10,000,000 75 80 Manufacture and
(Anhui Chaowei Power Co., Ltd.) H AR sales of motive
(Note i) 10,000,000 batteries and
electrode plates
BEE) N Tt R BHIR

WTHBEE HeeRAER AR (fizh) PRC RMB80,000,000 100 100 Sales of motive
(Zhejiang Chaowei Power h AR batteries materials
Energy Co., Ltd.) (Note i) 80,000,0007T HEF T
IR DR AR AR PRC RMB10,000,000 100 — Manufacture of

GEDIGED) H AR motive materials
(Jiangxi Xinwei Power Technology 10,000,0007T SEE) M
Co., Ltd.) (Note i) (Note iii
ZROKEH N AR AT PRC RMB65,500,000 51 — Manufacture of

GEDGED! H AR motive batteries
(Anhui Yongheng Power 65,500,0007T B HE M
Technology Co., Ltd.) (Note i) (Note ii)
TERKIBE DB AR A A PRC RMB5,000,000 51 — Manufacture of

UEDMGED) == AR motive batteries
(JiangsuYongheng Power Technology 5,000,0007T SUEEN N EM
Co., Ltd)
(Note i) (Note ii)
WNREEXERAMRAR PRC RMB10,000,000 100 — Manufacture of

GEDGED! H AR motive batteries
(Huzhou Changguang Haotian Power 10,000,0007T SEDNE
Co., Ltd.) (Note i) (Note ii)
MIRESAGERERAT PRC RMB10,000,000 51 — Manufacture of

GEDGED! =S AR motive batteries
(Zhejiang Changxing Jintaiyang 10,000,0007T BB HE M

Power Co., Ltd.) (Note i) (Note ii)
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44. Particulars of subsidiaries (Continued)

Name of company

44. B D B EF )

Issued and fully
paid-up share
capital/
registered capital

Equity interest
attributable
to the Company
as at 31 December Principal activity

Place of
incorporation/
establishment

PN
S ERTRARE W+=ZB=+—-AH
NEEE FAL i 2 BAFRER EERAER - FEEK
2011 2010
—B-—H-T-%
% %
Golden Chaowei Technology Limited BVI HK$3,000,000 80 — Research and
(Note iii) HEERARE 3,000,0007% 7T development
SREEMERAR (i) I
A LA TEEER AR PRC RMB50,000,000 100 — Manufacture of
(B3Ei) (Bt &) H AR motive batteries
(Zhejiang Chaowei Chuangyuan 50,000,0007T REH HEM

Industrial Co., Ltd.) (Note i) (Note iii)

Notes:

(i) The English names of these companies are for reference only and have not

been registered.

CEX

i FPRABMEXBRBERSE  WEAED -

(ii) Newly acquired during the year ended 31 December 2011. (ii) REBE_ZT——F+_A=+—BLEFER
UL -
(iii) Newly established during the year ended 31 December 2011. (iii) RBE_F——F1+_A=+—BLEFER
FAKSL ©
(iv) None of the subsidiaries had issued any debt securities at the end of the (iv) BERNBARNRFRERITEANEEES -
year.

HMEBNEZERERAR —ZT——%FRK
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Financial Summary

MBEERBE

The following table summarizes the consolidated results,assets and

TREJAEBERBERERFH T -_A=1—

liabilities of the Group for the five years ended 31 December: IFRAEFENGERE  EERBEBIME
2011 2010 2009 2008 2007
—E2--% ZZ-%f ZZTNEF ZZENE CZZTLtHF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTE ARBTT ARBTT ARETT ARET:R
Results ES
Revenue WA 4,932,011 3,224,750 2,433,889 2,316,911 1,466,108
Profit before taxation B % A A 710,881 369,918 283,704 179,045 109,151
Taxation BB (121,058) (66,787) (57,657) (35,417) (16,888
Profit and total comprehensive FRFIER
income for the year 2EBAEE 589,823 303,131 226,047 143,628 92,263
Profit attributable to non-controling  3E#% B %
interests JE 15 78 134,485 34,936 24,135 15,521 8,040
Profit attributable to owners of ARFEBA
the Company JE 15 7 F 455,338 268,195 201,912 128,107 84,223
Assets £E
Non-current assets ERBHEE 1,525,130 767,670 498,382 287,041 203,076
Current assets MBEE 2,996,066 1,919,041 915,585 893,869 713,830
Total assets BERE 4,521,196 2,686,711 1,413,967 1,180,910 916,906
Liabilities &f&
Non-current liabilities FRBAE (215,071) (293,567) (175,327) (6,324) (42,264)
Current liabilities nEARE (2,304,672) (937,223) (510,895) (661,082) (506,659
Total liabilities BaE (2,519,743)  (1,230,790)  (686,222)  (667,408)  (548,929)
Capital and reserves EXRRE
Equity attributable to owners of AREEBA
the Company iR 1,747,796 1,373,430 680,190 480,941 350,941
Non-controlling interests FERRIE R 253,657 82,491 47,555 32,563 17,042
Total Equity Fy ey 2,001,453 1,455,921 727,745 513,504 367,983
Current ratio (current assets/ R E(REEE/
current liabilities) MEBE) 1.30 2.05 1.79 1.35 1.41
Gearing ratio (total bank BAEBELR(BRTEE/
borrowings/total assets) BEE) 28% 17% 15% 10% 20%
The results of the Group for the three financial years ended 31 AEEHBZ=Z-_ZTZT+F  —ZETN\FER-ZF

December 2007, 2008 and 2009 and its assets and liabilities were
extracted from the Prospectus, which also set forth the details of
the basis of presentation of the combined accounts. The result of
the Group for the financial year ended 31 December 2011 and its
assets and liabilities as at 31 December 2011 are set forth on pages
51 to 58, and are presented on the basis set out in note 1 to the

consolidated financial statements.

ANNUAL REPORT 2011 CHAOWEI POWER HOLDINGS LIMITED

ENF+ZA=T-—HILE=AWBFENE

BMELEEERAEREERRER

BkE

BRAHIEHERZINEENFE - AKE

HE - ZT——F+_-_A=Z+—BILVHBEE
MELERER
BEHBERHINFES1ESSE -
BREAME1IMBENEERTD -

\CE-—ETZA=tAM
R A B






2 r=r °©
F: =174
CHILIWEE
Chaowei Power Holdings Limited

HREENDEZERBRRQ A



	Cover

	Contents
	General Information
	Financial Highlights
	Chairman’s Statement
	Management Discussion and Analysis
	Awards
	Directors and Senior Management
	Corporate Governance Report
	Directors’ Report
	Independent Auditor’s Report
	Consolidated Statement of Comprehensive Income
	Consolidated Statement of Financial Position
	Consolidated Statement of Changes in Equity
	Consolidated Statement of Cash Flows
	Notes to the Consolidated Financial Statements
	Financial Summary
	Back Cover


