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Chairman's Statement

Results

For the year ended 31 December 2012 (the “Year”), turnover from the Group’s ongoing operations amounted
to approximately RMB2,675,144,000 (2011: RMB2,484,049,000), representing an increase of 7.7% over the
same period last year. Loss attributable to owners of the parent company during the Year was approximately
RMB20,610,000 (2011: profit RMB87,669,000). During the Year, loss per share were RMB5.51 cents (2011:
earning RMB23.43 cents).

Dividend

The Board of Directors does not recommend the payment of a final dividend to shareholders for the year ended
31 December 2012 (2011: Nil).

Business Review
Sealed lead-acid (“SLA") Products

During the Year, turnover from the SLA battery products was about RMB1,201,600,000 (2011:
RMB1,487,134,000), representing a decrease of 19.2% when compared to last year. Gross margin of batteries
for telecommunication base stations were still put under pressure due to the weak capital expenditure of the
major telecommunication operators in the PRC, the keen competition within the industry and the rise in costs.
In relation to automotive starter batteries, similarly, due to the fierce competition in the market, sales volume
and turnover decreased by 4% when compared to last year. However, there was a slight improvement in gross
margin. Sales volume of automotive starter batteries for the Year was about 1,020,000 KVAH. The construction
of the Group’s battery production base in India is basically completed, and was put into production during the
Year.

Lithium-ion Batteries

Sales of cell phone lithium-ion batteries for the Year was approximately RMB1,084,282,000 (2011:
RMB704,999,000), representing an increase of about 53.8% over last year. The rﬁajor customers were
well-known enterprises including Huawei, ZTE, Meizu and Lenovo. Lithium polymer t‘)\atteries, which were
manufactured by the Group’s factory in Zhuhai, continued to record a rapid growth in the Year. During the
Year, sales volume of the lithium polymer batteries was about 26,870,000 pieces (2011: 1.2 820,000 pieces),
representing a surge of 110% over last year. The Group is expandmg the production faC|I|t|es of. ||th|um polymer
batteries, in order to meet the increasingly robuﬁemand from' the market. Sales amount of ||th|um polymer
batteries for the Year amounted to approximately RMB573, 636 OOO \611 RMB250,000 OOO) ‘representing an
increase of 129% over last year. ~ . o ; ="
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Chairman's Statement

Lithium Ferrite Batteries

The Group is cementing tighter and stronger business relationship with a number of famous telecommunication
operators within and outside the country, with a vision to offer a wide variety of solutions for systems of lithium
ferrite batteries. In respect of the applications in telecommunications base stations, lithium ferrite batteries are
more suitable for providing continuous and reliable power supply in regions where there is an unstable supply
of electricity, in mountainous areas and under high temperature environment. On front of lithium ferrite batteries,
the Group continued to team up with various types of domestic automobile manufacturers in relation to the
provision of solutions for various systems of batteries used in electric vehicles. Total sales unit of electric vehicle
batteries, including batteries for pure electric passenger vehicles, hybrid passenger vehicles and pure electric
sedans, was 1,031 sets (2011: 894 sets). Total sales unit of electric bicycle batteries and electric motorcycle
batteries during the Year was 15,964 sets (2011: 17,088 sets).

The Group has developed a project relating to the manufacturing and sales of new energy passenger vehicles
in Hangzhou, with a newly-built annual production capacity of 2,000 units of passenger vehicles. The project
covers an area of 100,000 square metres. The built plant extends over an area of about 80,000 square metres.

Online Games

“ff78” continued to release updated versions and attracted an increasing number of online users. In addition,
we issued three new products, which were namely “f& & 7MF”, “X 583" and “& L & #% {&”. These products are
currently in their early stage of operation. Online game business generated profit of RMB109,935,000 (2011:
RMB103,280,000) for the Group, representing an increase of approximately 6.4% over the corresponding
period last year.

Mineral Products

The Group entered into a disposal agreement dated 12 December 2012, whereby it conditionally agreed
to dispose of a 60% equity interest in Cosstone Limited Liability Company (RIET@ABER EE A F) at a
consideration of RMB284,600,000. At an extraordinary general meeting held on 18 February 2013, the disposal
agreement (the “Disposal Agreement”) dated 12 December 2012 entered into between the Purchaser and
the Vendor (as defined in the circular of the Company dated 21 January 2013) was approved, confirmed and
ratified.

Prospects

SLA battery Products e e

o

~China Mobile hasbegun to step into the construction of 4G networks in various cities across the country. With

the construction of 200,000 new base statiohs'in 2013, there will be an increase in the capital expenditure.
Should lead prices remain stable in-China, it is anticipated that the market condition during the Year can
be improved when compared to 2012. The Group will continue to dedicate more vigorous endeavours on
promoting the production ‘of automotive starter batteries in 2013. Year-round sales volume is expected to
register a growth in 2013.




Chairman's Statement

Lithium-ion Batteries

The Group is extending the production facilities of lithium polymer batteries in Zhuhai plant. Our production
capacity is expected to increase from the current level of 6 million pieces per month to over 10 million pieces
per month. The expansion is expected to be completed in the second half of 2013. Lithium-polymer batteries
will continuously attain a swift growth in 2013, with expected sales amount of more than RMB950 million,
which was a growth of more than 60%.

New energy-powered electric vehicles have become a focused project under the country’s “12th Five-Year
Plan”. Auto factories and public transport systems in various provinces and municipalities have made great
efforts to promote the application of electric vehicles. Grids and other companies across the country are
also building charging facilities in full swing. Fuelled by the initiatives and financial subsidies from the central
government and local governments, along with the growing trend of private purchase of new energy vehicles,
the demand for small-sized vehicles has been bolstered up. Lithium ferrite batteries are blessed with relatively
larger room for growth in respect of their applications in telecommunications base stations. Lithium ferrite
batteries are expected to enter a period of high-speed growth in 2013, with a year-round sales amount
reaching more than RMB300 million.

Online Game

In 2013, we will pursue a cross-platform strategy. In the aspect of R&D and operations, multi-platform services
ranging from user-end games, web games to cell phone games will be covered. We will also put in place
overseas strategy for our products. Our goal is to become an integrated R&D and service provider of games
in the international scene. Our autonomously developed products including “& L &% {&”, “E#" and ‘%%
154" will soon be rolled out, whereas 2 user-end games, 4 web games and 2 cell phone games are being
developed. While starting up web game platforms, we have tapped into agency operations of a couple of
web games such as “# 1l #&", “Bttt = B” and “BE#E”. It is expected that these new games will bring revenue

contribution for the Company, and will continue to reap promising returns for shareholders.

Appreciation

\

i
In praise of the trust and support to the Group from our shareholders, the support for our products from our
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customers and the unwavering efforts and dedication from all of our staffs, | would like to take this opportunity
to extend my heartfelt gratitude to our shareholders, customers and employees on behalf of the Board of
Directors.

SONG Dian Quan
Chairman

Harbin, the PRC, 28 March 2013
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joined the Group |n May 1994, L

Management Profile

Directors
Executive Directors

Mr. SONG Dian Quan, aged 57, is the chairman of the Company and the key founder of the Group. He
is responsible for the overall management and formulation of corporate policies and strategies. He is also
responsible for the business development of the Group, and liaising with various levels of government
authorities in the PRC. He has more than 28 years of experience in the research and development of
electronics technology of rechargeable batteries. He graduated from the Harbin Institute of Technology in 1982
with a bachelor of engineering degree in electrochemistry.

Ms. LUO Ming Hua, aged 49, is the deputy chairman and chief executive officer of the Company. She is
responsible for the overall management and administration of the Group. She has extensive manufacturing
experience in rechargeable battery materials. She graduated from Harbin Institute of Electrical Engineering in
1991 with a major in industrial and electrical automation. She joined the Group in May 1994.

Mr. LI Ke Xue, aged 65, is the co-founder of the Group and the deputy general manager of the Company, and
is responsible for general administration of the Group. He has over 28 years of administrative and operational
experience in the battery field in the PRC. He graduated from Central Communist Party College in 1988
specializing in management.

Mr. XING Kai, aged 56, is responsible for production and quality management of the Group. He has over
28 years’ experience in the research and development of rechargeable battery products and over 15 years of
managerial experience in the battery industry in the PRC. He graduated from Wu Chang Teachers’ College in
1981 specializing in chemistry. He joined the Group in May 1994,

Mr. ZHANG Li Ming, aged 57, is responsible for the international trading activities of the Group. He has more
than 35 years of entrepreneurial experience in product development, production and corporate management in
the PRC. Prior to joining the Group in November 1997, he had worked as manager of the Chinese party in a
Sino-foreign joint venture for battery production. He graduated from Huazhong Polytechnic University in 1980
with a bachelor degreé in mechanics.

!

Mr. LIU Xing Quan, aged 80, is the chief engineer of the Company and is responsible for the product design,
research and development and marketing of the Group. Mr. Liu has over 48 years’ experience in the research
and development of electronics technology of reohargeable bat}gnes and extensive managerial and operational
experience in the battery industry in the PRG. He gradua’fed from Qigihar Institute of Light Industry in 1956. He

o




Management Profile

Independent Non-executive Directors

Mr. LI Zeng Lin, aged 55, was appointed independent non-executive director of the Company in July
1999. He is the deputy general manager of an investment and trading company set up by Harbin Municipal
Government in Hong Kong. Prior to assuming his current office in April 1998, he was an economist in the
Planning Committee of Harbin Municipal Government for 16 years. He graduated from the Faculty of Statistics
of People’s University of China.

Dr. YIN Ge Ping, aged 55, was appointed as an independent non-executive Director in July 2012. She
received her Bachelor of Electrochemical Engineering in 1982 and received her Doctorate degree in 2000 from
the Harbin Institute of Technology (‘HIT”). She has been teaching at HIT since graduation, and was promoted to
become a professor in 2001 and doctoral tutor in 2003.

Mr. XIAO Jian Min, aged 55, was appointed independent non-executive director of the Company in
September 2004. Mr. Xiao is a senior auditor in Heilongjiang province since 1996 and is a member of The
Chinese Institute of Certified Public Accountants. He has over 30 years' experience in the fields of finance,
audit and accounting. He is currently the head of the Finance Department of Heilongjiang maritime Safety
Administration. Prior to his service with Heilongjiang maritime Safety Administration, he was the deputy director
of the Supervision Department of Heilonjiang Habour and Navigation Supervision Administration from 2000 to
2002; head of the Investigation Department and subsequently the head of the Audit Department of Heilongjiang
River Administration of Navigation Affairs from 1991 to 2000; chief accountant of Harbin port Authority from
1990 to 1991; and the deputy director of the Finance Department of Heilongjiang River Administration of
Navigation Affairs from 1981 to 1990.
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Management Discussion and Analysis

Financial Review
Assets and liabilities

As at 31 December 2012, the Group has total assets of RMB5,705,254,000 (2011: RMB5,178,684,000)
which were financed by current liabilities of RMB3,988,997,000 (2011: RMBS3,409,926,000), non-current
liabilities of RMB78,805,000 (2011: RMB79,328,000), shareholders’ equity of RMB1,522,394,000 (2011:
RMB1,520,890,000) and non-controlling interests of RMB115,058,000 (2011: RMB168,540,000).

Liquidity, financial resources and capital structure

During the year, the Group adopted prudent treasury policies in managing cash resources and bank
borrowings. As at 31 December 2012, the Group has bank and cash balances amounted to RMB392,154,000
(2011: RMB403,247,000). The total bank and other borrowings of the Group as at 31 December 2012 were
approximately RMB1,563,382,000 (2011: RMB1,355,759,000), amongst which RMB1,563,382,000 will be
due to repay within 12 months (2011: RMB1,355,759,000). Nil will be due to repay after 12 months (2011:
Nil). These borrowings carry interest ranging from 2.51% to 8.53% (2011: from 4.42% to 8.74%) per annum.
As at 31 December 2012, approximately 89% of the Group’s bank and other borrowings were denominated in
Renminbi and 11% were denominated in US dollars. All bank and other borrowings were used to finance the
Group’s capital expenditures and working capital requirements.

According to the Group’s current level of cash balances, working capital resources and banking facilities, the
Board is confident that the Group has sufficient resources to meet its future business expansion and repay
bank borrowings on schedule.

Gearing and liquidity ratio

The Group’s gearing ratio, defined as the ratio between total bank and other borrowings and shareholders’
equity, was 103% (201?
over current liabilities, yi/as 97% (2011: 97%), reflecting the abundance of financial resources.

: 89%). The current ratio of the Group, represented by a ratio between current assets

1
Charges on group assets

As at 31 December 2012, certain prepaid lease payments and property, plant and equipment, and
trade receivables of the Group with carrying values of RMB244,509,000 (2011: RMB159,119,000), and
RMB91,729,000 (2011 RMBZ92,91S,OOO),r__respectivelyﬁ,_we‘ré' pledged to secured bank borrowings of
approximately RMB503,400,000 (2011: ,BM’Ié32432.00106&)). In addition, pledged bank deposits were pledged

_to secure trade and loan financing facilitie_s,gran'ted to the Group.

Foreign currency risk

The Group did not have a"ny significant exposure to foreign currency risk as most of the Group’s operations are
in the PRC and transactions are denominated in Renminbi.




Management Discussion and Analysis

Capital Commitments

The Group
2012 2011
RMB’000 RMB’000
Capital expenditure authorised but not contracted for in respect of
acquisition of property, plant and equipment and land use rights 601,000 601,000
Capital expenditure contracted for but not provided in the
financial statements in respect of acquisition of property,
plant and equipment and land use rights 141,447 128,097

Employees and remuneration policies

As at 31 December 2012, the Group has employed 9,452 (2011: 9,406) employees in the PRC. The Group
has adopted continuous human resources development and training programs to maintain high level of product
quality and customer services. Remuneration package is generally structured by reference to market conditions
and individual performance.
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Directors’ Report

The directors (the “Directors”) of Coslight Technology International Group Limited (the “Company”) present their
annual report and the audited consolidated financial statements for the year ended 31 December 2012.

Principal Activities
The Company is an investment holding company.

The principal activities of the Company’s principal subsidiaries as at 31 December 2012 are set out in note 49
to the consolidated financial statements.

Results and Appropriations

The results of the Group for the year ended 31 December 2012 are set out in the consolidated statement of
comprehensive income on page 30.

The Board does not propose final dividend for the year ended 31 December 2012 (2011: nil) to shareholders.
Property, Plant and Equipment

Certain of the Group’s property, plant and equipment were revalued at 31 December 2012. The surplus arising
on revaluation was approximately RMB22,833,000 (2011: deficit of RMB16,074,000), of which approximately
surplus of RMB20,951,000 (2011: deficit of RMB9,776,000) (net of approximately surplus of RMB2,107,000
(2011: deficit of 6,646,000) shared by the non-controlling interests) was credited to the revaluation reserve
and approximately deficit of RMB225,000 was credited (2011: surplus of RMB348,000) was charged to the
consolidated income statement for the year ended 31 December 2012.

Details of movements in property, plant and equipment of the Group during the year are set out in note 17 to
the consolidated financial statements.

Share Capital

!
Details of movements in the Company’s share capital are set out in note 36 to the consolidated financial
|

statements.




Directors’ Report

Directors

The Directors of the Company during the year and up to the date of this report were:

Executive directors: Independent non-executive directors:
SONG Dian Quan LI Zeng Lin

LUO Ming Hua YIN Ge Ping

LI Ke Xue XIAO Jian Min

XING Kai

ZHANG Li Ming

LIU Xing Quan

In accordance with bye-law 87(1) of the bye-laws of the Company, Mr. SONG Dian Quan, Ms. LUO Ming
Hua and Mr. XING Kai will retire and, being eligible, offer themselves for re-election at the forthcoming annual
general meeting.

Directors' Service Contracts

Each of the executive directors has entered into a service contract with the Company for an initial period
of three years commencing from 1 October 2011, and renewable annually upon expiry, unless and until
terminated by either party by three months’ written notice.

The term of office of each independent non-executive director is the period up to his retirement by rotation in
accordance with the Company’s bye-laws.

Save as disclosed above, none of the directors being proposed for the 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 Group within one year without payment of compensation, other than statutory compensation.

Directors’ Interests in Contracts of Significance !

'
Save as disclosed under the heading “Connected Transactions”, no contracts of significance to which the

Company or its subsidiaries was a party and in which a Director had a material beneficial interest, whether

directly or indirectly, subsisted at the end of the\year and at any time during the year.
=

Remunerations of Directors and Five Hﬁi'ﬁg"hes.t_hl?a\fd.,gmplogeeS

The aggregate remunerations of the Directors and the five highes-t'[oaid employees for year eh'ded 31 December
2012 are set out in note 14 to the consolidated financial statements.
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Directors’ Report

Remuneration Committee

The Company has established a Remuneration Committee on 1 June 2005 in accordance with the
requirements of the Code of Corporate Governance Practice (the “Code”) as contained in Appendix 14 of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”)
with written terms of reference. Its primary responsibility is to make proposals to the Board with respect to
the overall remuneration policy and framework for directors and senior management of the Company and the
establishment of formal and transparent procedure for formulating the remuneration policy. The Remuneration
Committee comprises two independent non-executive directors, namely Dr. Yin Ge Ping and Mr. Li Zeng Lin
and one executive director, namely Mr. Zhang Li Ming. Dr. Yin Ge Ping is the chairman of the Remuneration
Committee.

Nomination Committee

The Company has established a Nomination Committee on 18 November 2005 in accordance with the
requirements of the Code as contained in Appendix 14 of the Listing Rules with written terms of reference.
Its primary responsibilities include reviewing and supervising the framework, number of members and
composition of the Board, identifying and nominating suitable persons for appointment of director and making
recommendations to the Board relating to appointment and re-appointment of directors. The Nomination
Committee comprises two independent non-executive directors, namely Mr. Xiao Jian Min and Mr. Li Zeng Lin
and one executive director, namely Mr. Song Dian Quan. Mr. Xiao Jian Min is the chairman of the Nomination
Committee.

Disclosure of Interests
(1) Directors

As at 31 December 2012, the interests of each Director in the shares, underlying shares and
debentures of the Company (within the meaning of Part XV of the Securities and Futures Ordinance
(“SFO”) which have been notified to the Company pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interésts and short positions which any such Director was taken or deemed to have under
such provisiorfs of the SFO) or as recorded in the register to be kept under section 352 of the SFO
or as otherwise notified to the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) bursuant to the Model Code for Securities Transactions by Directors of Listed Issuers were
as follows: | y -




Directors’ Report

Long Position
Ordinary shares of HK$0.10 each of the Company

No. of Percentage of

Name of Director Type of interests  Capacity shares held interest
SONG Dian Quan Personal Beneficial owner 260,323,300 69.57%
LUO Ming Hua Personal Beneficial owner 3,186,027 0.85%
LI Ke Xue Personal Beneficial owner 668,793 0.18%
XING Kai Personal Beneficial owner 526,793 0.14%
LIU Xing Quan Personal Beneficial owner 20,793 0.01%

Save as disclosed above, as at 31 December 2012, there were no other interests or short positions of
the Directors and chief executive of the Company in any shares, underlying shares or debentures of the
Company or any associated corporation (within the meaning of Part XV of the SFO) which have been
notified to the Company pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which any such Director was taken or deemed to have under such provisions of the
SFO) or recorded in the register maintained by the Company pursuant to section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers.

(2) Substantial Shareholders and Others

As at 31 December 2012, there were no other interest and short positions of every person, other than
the Directors and chief executive of the Company, in the shares and underlying shares of the Company
which have been notified to the Company pursuant to Divisions 2 and 3 of Part XV of the SFO or
recorded in the register required to be kept under section 336 of the SFO.

Share Options \

|

\
1

Pursuant to the resolution passed on the annual general meeting held on 27 May 2004, the Company has
adopted a new share options scheme (the “New Scheme”) and the old share options scheme of the Company
was terminated on 27 May 2004. According to the New Scheme, the Company. may grant to its employee
(including directors of the Company and any of its subsidiaries) share options to subscribe shares of the
Company. =

—

—

An option may be accepted by a participant within 28 busineé's days from the date of the offer of grant of the

option and by payment of HK$1.00 as consideration for the g'rant_of an option. An option may be exercised in
accordance with the terms of the New Scheme at any time during a period to be determined and notified by

the Directors to each grantee, which period may commence from the date of acceptance of the offer for the
grant of the options but shall end in any event not later than 10 years from the date of adoption of the New
Scheme.
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Directors’ Report

The subscription price for the share option under the New Scheme shall be at least the highest of:

(@) the closing price of the shares as stated in the Stock Exchange’s daily quotations sheet on the date of
the offer of grant of an option, which must be a trading day;

(b) the average closing price of the shares as stated in the Stock Exchange’s daily quotations for the 5
trading days immediately preceding the date of the offer of grant of an option; and

(¢) the nominal value of the shares.

The total number of shares subject to the New Scheme and any other share option schemes must not exceed
30% of the issued share capital of the Company from time to time. The total number of share available for issue
under option granted under the New Scheme must not exceed 10% of the share capital of the Company from
time to time. The Company may seek approval from shareholders in general meeting for renewing the 10% limit
or for granting further options beyond the 10% limit.

The total number of shares issued and to be issued upon exercise of the options granted to each participant
(including exercised, cancelled and outstanding options) under the New Scheme in any 12-month period must
not exceed 1% of the relevant class of securities in issue. Where any further grant of options to a participant
would result in the shares issued and to be issued upon exercise of all options granted and to be granted to
such participant (including exercised, cancelled and outstanding options) in the 12-month period up to and
including the date of such further grant representing in aggregate over 1% of the share capital of the Company
in issue, such further grant must be separately approved by the shareholders in general meeting.

No option has been granted under the New Scheme by the Company since its adoption.
Directors’ Rights to Acquire Shares or Debentures

Save as disclosed under the heading “Share Options” above, at no time during the year was the Company
or any of its subsidiaries a party to any arrangement to enable the Directors to acquire benefits by means of
shares in, or debenture of, the Company or any other body corporate and none of the Directors, their spouse
or children under the age of 18 had any right to subscribe for securities of the Company or had exercised any

such right. {

!

Reserves f

In addition to accumulated profits, under the Companies Act 1981 of Bermuda, contributed surplus is also
available for distribution to shareholders. However, the Company cannot declare or pay a dividend, or make a
distribution out of contributed surplus, if: —

o

! (@ itis, or onId after the payment be, 'urjableto pay its liabilities as they become due; or

(b) the realizable value of its assets would thereby be less than the aggregate of its liabilities and its issued
share capital and share premium accounts.




Directors’ Report

In the opinion of the Directors, the Company’s reserves available for distribution to shareholders as at 31
December 2012 comprised contributed surplus (as classified as special reserve in the financial statements) and
accumulated losses in aggregate amounting to RMB34,567,000 (2011: RMB22,347,000).

Major Customers and Suppliers
Sales to the largest customer of the Group accounted for 15% of the Group’s turnover for the year.
Save as disclosed above, none of the Directors, their associates, or any shareholder which, to the knowledge

of the Directors, owned more than 5% of the Company’s share capital had any beneficial interest in the share
capital of any of the five largest customers or suppliers of the Group.

Connected Transactions

During the year, certain transactions that had been entered into by the Group became connected transactions @
under the Listing Rules. Details are set out as below: o
é
I Sale of Finished Goods o
S
3
o
2012 2011 S
o
RMB’000 RMB’000 =)
3
=
Halbrin Switch Company Limited (“HBS”) - 545 S
Y]
Lexel Battery (Japan) Company Limited 10,943 12,360 o
g
=2
3
[0}
IIl.  Purchase of Raw Materials -
l b
3
2012 2011 >
RMB’000 RMB’000 =
5
S
HBS 136 1,481 S
~
REEXFEREEARAAF
Harbin Guangyu Electric Wire and H._,\‘\ 1 3
Cable Company Limited (“HGEWC”) T ‘k"x_' 3,334 ' 7,456
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lll.  Guarantee of Bank Borrowings

RMB288,082,000 (2011: RMB115,000,000) of the Group’s bank borrowings were guaranteed by Mr.
Song Dian Quan, a director of the Company.

In addition, at 31 December 2011, RMB10,000,000 (2012: RMB Nil) of the Group’s bank borrowings
was guaranteed by Mr. Gao Xue Feng, a non-controlling shareholder of a subsidiary.

These transactions also constitute related party transactions of the Group during the year and are set
out in note 42 to the financial statements pursuant to the requirements under the Hong Kong Accounting
Standard 24 (Revised).

Purchase, Sale or Redemption of Listed Securities

During the year, there was no purchase, sales or redemption of listed securities of the Company by the
Company or any of its subsidiaries during the year.

Corporate Governance

A report on the corporate governance practices adopted by the Company is set out on pages 18 to 27 of the
annual report.

Independent Non-Executive Directors

The Company has received, from each of the independent non-executive directors, an annual confirmation of
his independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all of the independent
non-executive Directors are independent.

Audit Committe

The Audit Committee'flof the Company comprises three independent non-executive Directors, namely Mr. Li
Zeng Lin, Dr. Yin Ge fPing and Mr. Xiao Jian Min with Mr. Li Zeng Lin as the chairman. The primary duties of the

2102 podayjenuuy e« pajwi]dnoin jeuotieusalul Abojouyss] ybisod a

Audit Committee is to review and monitor the Group’s financial reporting process and internal control system,
as well as to provide relevant recommendations and advises to the Board. The financial statements of the
Group for the year ended 31 December 2012 have been reviefvygd by the Audit Committee. As verified by the
Company, none of the members had sew_eg,.as"a partQ@por'é'former partner to the existing auditors.

= “Pre-Emptive Rights :

There are no provisions for pre—empfive rights under the Company’s bye-laws, which would oblige the
Company to offer new: s'ha_(es on a pro-rata basis to existing shareholders.

S

-

R i T
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Sufficiency of Public Float
The Company has maintained a sufficient public float throughout the year ended 31 December 2012.

Auditor

A resolution will be submitted to the annual general meeting to re-appoint SHINEWING (HK) CPA Limited as
auditor of the Company.

On behalf of the Board
SONG Dian Quan
Chairman

Harbin, the PRC, 28 March 2013
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Corporate Governance Report

The Company is committed to a high standard of corporate governance in conducting its business. The board
of directors (the “Board”) believes that good corporate governance is essential for enhancing the performance
of the Group and safeguarding the interests of shareholders.

The Code on Corporate Governance Practices

In the opinion of the Board, the Company has complied throughout the year ended 31 December 2012 with
the code provisions set out in the Code on Corporate Governance Practices (the “Code”) which was revised
and took effect on 1 April 2012, as well as those of the former Code, as contained in Appendix 14 of the
Rules Governing the Listing Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”),
except for the deviation from Code provision A.4.1 in respect of the service term of directors. Code provision
A.4.1 stipulates that non-executive directors should be appointed for a specific term, subject to re-election.
None of the existing independent non-executive directors of the Company is appointed for specific term,
which constitutes a deviation from Code provision A.4.1. In accordance with the bye-laws of the Company, at
each annual general meeting, one-third of the directors for the time being (or, if their number is not a multiple
of three, the number nearest to but not less than one-third) shall retire from office by rotation such that each
director (including those appointed for a specific term) will be subject to retirement by rotation at least every
three years at the annual general meeting. As such, the Company considers that sufficient measures have been
taken to ensure the Company’s corporate governance practices are similar to those in the Code.

Compliance with the Model Code for Securities Transactions by Directors

The Company has adopted a code of conduct regarding directors’ securities transactions on terms no less
exacting than the required standard set out in the Model Code for Securities Transactions by Directors of Listed
Issuers (“Model Code”) as set out in Appendix 10 of the Listing Rules. Having made specific enquiry of all
directors, the Company was not aware of any non-compliance with the required standard set out in the Model
Code and its code of conduct regarding directors’ securities transactions.
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Board of Directors

The Board of the Company comprises:
Executive Directors

Mr. Song Dian Quan (Chairman)

Ms. Luo Ming Hua (Chief Executive Officer)
Mr. Li Ke Xue

Mr. Xing Kai

Mr. Zhang Li Ming

Mr. Liu Xing Quan

Independent Non-executive Directors

Mr. Li Zeng Lin

Dr. Jiang Zhao Hua (resigned on 23 July 2012)
Mr. Xiao Jian Min

Dr. Yin Ge Ping (appointed on 23 July 2012)

As at the date of this report, the Board comprises 9 directors, of which 6 are executive directors, including the
Chairman and the Chief Executive Officer (“CEQ”) and 3 are independent non-executive directors. There is no
financial, business, family or other material/relevant relationship amongst the directors. All the directors have
sufficient requisite experience essential for them to discharge their duties efficiently and the biographical details
of the directors are set out in the section “Management Profile”.

For the year ended 31 December 2012, the Board fulfiled the requirements of appointing at least three
independent non-executive directors and having independent non-executive directors representing at least
one-third of the Board as required by the Listing Rules. It also met the requirement under the listing Rules of
having one independent non-executive director with appropriate professional qualifications, accounting and

related financial management expertise. \

1

1
The Company has received from each of the independent non-executive directors an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The Company considers all of the.independent non-

executive directors are independent. ~—
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The principal functions of the Board include:

° To approve the Group’s overall strategies and policies and to monitor and evaluate the performance of
management;
° To oversee the processes for evaluating the adequacy of internal controls, risk management, financial

reporting and compliance;
° To approve annual budgets, business plans, investment proposals and major funding proposals; and
° To assume the following responsibilities for corporate governance as set out in Code provision D.3.1:

(@) to develop and review an issuer’s policies and practices on corporate governance and make
recommendations to the Board;

(b) to review and monitor the training and continuous professional development of directors and
senior management;

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

(d) to develop, review and monitor the code of conduct and compliance manual (if any) applicable to
employees and directors; and

(e) to review the issuer’'s compliance with the code and disclosure in the Corporate Governance
Report.

A detailed agenda together with sufficient relevant information are circulated with a reasonable notice period
before each Board megting to enable the directors to make informed and appropriate decisions on matters
to be discussed at the Board meetings. The Company Secretary attends all regular Board meetings to advise
on corporate governance and statutory compliance when necessary. The directors may seek independent
professional advice, ir'1 appropriate circumstances, at the Company’s expenses in discharging their duties and
responsibilities as o]i?eotors. All directors are given an opportunity to include matters of their concern in the
agenda of Board meetings. The Company Secretary prepares minutes and maintains records for all matters
discussed and decisions resolved at all Board meetings, which are open for inspection at any reasonable time

on reasonable notice by any director. A e
=

-

-

~In order to enhaﬁce efficiency, the Baérq.-héé de[egated the day-to-day responsibilities and operations to the
senior management with clear directions as to the senior management’s powers.
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During the year, five Board meetings and two Shareholders meeting were held and the details of attendance of
the Board are as follows:

Attendance/Number Shareholders
Directors Board meetings meeting
Mr. Song Dian Quan (Chairman) 5/5 2/2
Ms. Luo Ming Hua (Chief Executive Officer) 5/5 2/2
Mr. Li Ke Xue 5/5 2/2
Mr. Xing Kai 5/5 2/2
Mr. Zhang Li Ming 5/5 2/2
Mr. Liu Xing Quan 5/5 2/2
Mr. Li Zeng Lin 5/5 1/2
Dr. Jiang Zhao Hua (resigned on 23 July 2012) 2/2 11
Mr. Xiao Jian Min 5/5 1/2
Dr. Yin Ge Ping (appointed on 23 July 2012) 3/3 1/1

Chairman and the Chief Executive Officer

The roles of the Chairman, Mr. Song Dian Quan and the CEO, Ms. Luo Ming Hua are segregated. This
segregation ensures a clear distinction between the responsibilities of the Chairman and the CEO which allows
a balance of power between the Board and the management of the Group, and ensures their independence
and accountability. There is no financial, business, family or other material/relevant relationship between the
Chairman and the CEO.

The role of the Chairman includes assuming the overall responsibility for providing leadership, vision and
direction in the development of the business of the Group.

The CEO is responsible for the day-to-day management of the business of the Group, attends to the
formulation and successful implementation of policies and strategies approved by the Board, and assumes full
accountability to the Board for all operations of the Group.
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Corporate Governance Report

Appointment of Directors

In accordance with the bye-laws of the Company, at each annual general meeting, one-third of the directors for
the time being (or, if their number is not a multiple of three, the number nearest to but not less than one-third)
shall retire from office by rotation such that each director (including those appointed for a specific term) will be
subject to retirement by rotation at least once every three years at the annual general meeting. The directors
who will retire, and being eligible, will offer themselves for re-election at the forthcoming annual general meeting
of the Company include Mr. LI Ke Xue, Mr. ZHANG Li Ming and Mr. LIU Xing Quan. In accordance with the
bye-laws of the Company, the directors shall have the power from time to time and at any time to appoint any
person as a director either to fill a casual vacancy on the Board or as an addition to the existing Board; and
such director so appointed shall hold office until the next following general or annual meeting of the Company,
and shall then be eligible for re-election at that meeting. Dr. YIN Ge Ping, who was appointed by the Board as a
director on 23 July 2012 is eligible for re-election and will offer herself for re-election at the forthcoming annual
general meeting of the Company.

Training And Professional Development

Newly appointed directors of the Company will receive induction packages containing the duties and
responsibilities of directors under the Listing Rules and other applicable rules and regulations. Each of the
Directors is briefed and updated from time to time on the latest development of the operation, business of the
Company and the relevant legal requirements.

All directors had provided a record of training they received during the year to the Company. According to
the training records provided by the directors, the training(s) attended by them during the reporting period is
summarized as follows:

Corporate Governance,
Regulatory Development and
Director K Trainings on other relevant topics

Executive Directors J

Mr. Song Dian Quan 'fl

Ms. Luo Ming Hua

Mr. Li Ke Xue

Mr. Xing Kai

Mr. Zhang Li Ming

Mr. Liu Xing Quan e =

DN N NI N NN

- Independent Non-executive Directors .

Mr. Li Zeng Lin A

Dr. Jiang Zhao Hua (resigned on 23 July 2012)
Mr. Xiao Jian Min PN

Dr. Yin Ge Ping (appointed on 23 July 2012)

SN SN S
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Audit Committee

The Company has established an Audit Committee in 2002 with written terms of reference pursuant to
Rule 3.21 of the Listing Rules and in accordance with “A Guide for Effective Audit Committee” published
by the Hong Kong Institute of Certified Public Accountants. The primary duties of the audit committee
include reviewing and monitoring the Company’s financial reporting process, internal control systems and
completeness of financial reports of the Company. As at the date of this report, the Audit Committee of the
Company comprised three independent non-executive directors, namely Mr. Li Zeng Lin, Dr. Yin Ge Ping and
Mr. Xiao Jian Min with Mr. Li Zeng Lin as the chairman. As verified by the Company, none of the members had
served as a partner or a former partner to the existing auditor.

The Audit Committee held two meetings in 2012, which were attended by all members. The Audit Committee
has reviewed the accounting principles and methods adopted by the Group and discussed, inter alia, matters
relating to internal control and financial statements of the Company (i.e. 2011 annual and 2012 interim results)
prepared in accordance with the applicable accounting standards and has made relevant recommendations.
The Audit Committee also monitored the Company’s progress in implementing the Code as required under the
Listing Rules.

Details of attendance of the members at meetings of the Audit Committee held in 2012 are as follows:

Committee members Attendance/Number of meetings
Mr. Li Zeng Lin (Chairman) 2/2
Dr. Jiang Zhao Hua (resigned on 23 July 2012) 1/1
Mr. Xiao Jian Min 2/2
Dr. Yin Ge Ping (appointed on 23 July 2012) 1/1

The annual results of the Group for the year ended 31 December 2012 have been| reviewed by the Audit
Committee.

Remuneration Committee

The Company has established a Remuneration Committee on 1 June 2005 in accordance with Rule 3.25 of the
Listing Rules with written terms of reference. Its primary responsibility is to make proposals'to the Board with
respect to the overall remuneration policy and ?Fémewgrk for directors and senior management bT the Company
and the establishment of formal and transparent procéa"u're for for?nula_ting the remuneration policy. As at the
date of this report, the Remuneration Committee comprised two 'i'ndepéﬁdent non-executive directors, namely -
Dr. Yin Ge Ping and Mr. Li Zeng Lin and one executive direotbr,'namely Mr. Zhang Li Ming. Dr. Yin Ge Ping is
the chairman of the Remuneration Committee. -
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The principal functions of the Remuneration Committee include:

° To make recommendation to the Board of the Company’s policies and structure for the remuneration of
the directors and senior management of the Group;

° To determine the remuneration packages of all executive directors and senior management of the Group;
° To make recommendation to the Board of the remuneration of independent non-executive directors;
° To review and approve the performance-based remuneration of all executive directors and senior

management of the Group; and

° To ensure that no director is involved in deciding his own remuneration.

The Remuneration Committee has convened two meeting in 2012. During a meeting held in July 2012, the
Remuneration Committee had considered and made recommendation to the Board of the remuneration
package of Dr. Yin Ge Ping, who was appointed as an independent non-executive Director on 23 July 2012.
During another meeting held in March 2013, the appraisal system of the Company and the remuneration
package of each of the director and senior management of the Company was reviewed, and all matters
regarding the determination of remuneration of the directors and senior management were discussed.

Details of attendance of the members at the meeting of Remuneration Committee held in 2012 are as follows:

Committee members Attendance/Number of meetings
Dr. Jiang Zhao Hua (resigned on 23 July 2012) 11
Dr. Yin Ge Ping (Chairman) (appointed on 23 July 2012) 11
Mr. Li Zeng Lin 2/2
Mr. Zhang Li Ming 2/2

I

. I .
Directors’ Remuneration
The principal elements of executive remuneration package include basic salary, discretionary bonus and share
options. The emoluments of executive directors are based on the skills, knowledge and involvement in the
Company’s affairs of each director and are determlned by r /g.fefe'ﬁce to the performance and profitability of the
Company, as well as remuneration bencpm’ark in th&frfdustry and the prevailing market conditions.

The Company has adopted a share option scher‘né in 2004. Details of the scheme are set out in note 48 to the
consolidated financial statements.” '
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Nomination Committee

The Company has established a Nomination Committee on 18 November 2005 in accordance with the
requirements of the Code with written terms of reference. Its primary responsibilities include reviewing and
supervising the framework, number of members and composition of the Board, identifying and nominating
suitable persons for appointment of director and making recommendations to the Board relating to
appointment and re-appointment of directors. As at the date of this report, the Nomination Committee
comprised two independent non-executive directors, namely Mr. Xiao Jian Min and Mr. Li Zeng Lin and
one executive director, namely Mr. Song Dian Quan. Mr. Xiao Jian Min is the chairman of the Nomination
Committee.

The principal functions of the Nomination Committee include:

o To review the structure, size and composition of the Board on a regular basis and make
recommendations to the Board regarding any proposed changes;

° To identify individuals suitably qualified to become Board members and select or make
recommendations to the Board on the selection of, individuals nominated for directorships;

o To assess the independence of independent non-executive directors; and

° To make recommendations to the Board on relevant matters relating to the appointment or
reappointment of directors and succession planning for directors in particular the Chairman and the
CEOQO.

The Nomination Committee has convened two meeting in 2012. The Nomination Committee had considered
and recommended to the Board the appointment of Dr. Yin Ge Ping as an independent non-executive director
during a meeting held in July 2012. During another meeting held in March 2013, the! Nomination Committee
considered and resolved that all the existing directors shall be recommended to be retained by the Company.
Further, in accordance with the Company’s bye-laws, Mr. Li Ke Xue, Mr. Zhang Li Mingland Mr. Liu Xing Quan
will retire, and being eligible, will offer themselves for re-election at the forthcoming annl(lal general meeting of
the Company; Dr. Yin Ge Ping will also offer himself for re-election at the forthcoming ann‘ual general meeting.

Details of attendance of the members at the meeting of Nomination Committee held in 2012.are as follows:

‘-“1"-\.. " k =
Committee members > S - Attendance/Number of meetings
Mr. Xiao Jian Min (Chairman) . —c N 2/2
Mr. Li Zeng Lin el R ' 2/2
Mr. Song Dian Quan e, 2/2

Dr. Yin Ge Ping was nominated and appointed as an independent non-exeouti_y'e"-director during the year.
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Auditor's Remuneration

The performance and remuneration of the external auditor, SHINEWING (HK) CPA Limited (“SHINEWING”), have
been reviewed by the Audit Committee. Auditor’s remuneration payable to SHINEWING by the Company in
respect of audit services for the year ended 31 December 2012 amounted to HK$1,600,000. Non-audit service
charges amounted to HK$300,000 which is for agreed-upon procedures performed on the interim financial
report. The Board will propose a resolution at the forthcoming annual general meeting for the re-appointment of
SHINEWING as the auditor of the Company.

Responsibility of Preparation of the Accounts

The Directors acknowledged their responsibilities for the preparation of the financial statements of the Group,
and ensured that the financial statements are prepared in accordance with the requirements of laws and
regulations and applicable accounting standards. The Directors also ensured the timely publication of the
Group’s financial statements.

Internal Controls

Internal control system, being an integral part of the Group’s operations, is a process effected by the Board
and management team to provide reasonable assurance on the effectiveness and efficiency of operations in
achieving the established corporate objectives, safeguarding the Group’s assets, ensuring reliable financial
reporting, and complying with applicable laws and regulations.

The Board is responsible for ensuring that the Company maintains a sound and effective internal control system
and risk management procedures in the Group and for reviewing its effectiveness through the Audit Committee
on an on-going basis. The Board is also responsible for ensuring that management’s implementation of the
Group’s internal controls covers financial, operational and compliance aspects, as well as risk management
procedures. Through the Audit Committee, the Board has regularly reviewed the effectiveness of risk
management and interr}‘al control activities within the Group’s business operations.
I||

Investor Relations

The Company places strong emphasis on its communications with investors, and considers that maintaining
on-going and open communications with investors can promote investors’ understanding of and confidence
in the Company. The Qompany disclosed all necessary information to the shareholders in compliance with
the Listing Rules and met with media, se,ou'r'i;[ies a@lysté'f?und managers and investors on a regular basis
to respond to th_e_ir enquiries so as tQ.-prviql_e them with a clearer picture of the Company’s achievements in

~ business, managément and other aspects. .
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The general meeting of the Company is also an effective communication channel between the Board and
shareholders. The Company will meet with its shareholders and respond to their enquiries in the general
meetings. The Chairman had attended the annual general meeting held on 7 June 2012.

Shareholders may send written enquiries, either by post, by facsimile or by email, together with his/her contact
details, such as postal address, email or fax, addressing to the head office of the Company at the following
address or facsimile number or via email:

Coslight Technology International Group Limited
Room 2501-2502, COSCO Tower

181-183 Queen’s Road Central

Hong Kong

Attention to: Company Secretary

Fax: 852 2543 9932
Email: info@coslight.com.hk

SHAREHOLDERS' RIGHTS

Shareholders of the Company may request special general meetings. According to bye-law 58 of the
Company’s bye-laws, shareholders holding at the date of deposit of the requisition not less than one-tenth of
the paid up capital of the Company carrying the right of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the Company Secretary, to require a special general
meeting to be called by the Board for the transaction of any business specified in such requisition; and such
meeting shall be held within two months after the deposit of such requisition. If within twenty-one days of such
deposit the Board fails to proceed to convene such meeting, the requisitionists may do so in accordance with
the provisions of section 74 of the Companies Act 1981 of Bermuda.

Shareholders may put forward proposals at general meetings of the Company by sending the same to the
Company at the address of the head office of the Company, either by post, by facsimiles or by email (the
contact details are set out in the section headed “Investor Relations” above), specifyir'hg his/her information,
contact details and the proposal(s) he/she intends to put forward at the general meeting régarding any specified
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transaction/business and the supporting documents.

MEMORANDUM OF ASSOCIATIOMI}IHAND BYE-LAWS OF THE COMPANY

. .
During the year, no amendment had been made to the ‘memorandum of association and bye-laws of the
Company. N
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Independent Auditor’s Report

_‘é_ s SHINEWING (HK) CPA Limited
ay& o 43/F., The Lee Gardens
8}1' w' 33 Hysan Avenue
ne ‘ng/ Causeway Bay, Hong Kong

TO THE MEMBERS OF
COSLIGHT TECHNOLOGY INTERNATIONAL GROUP LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Coslight Technology International Group Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 30 to 132, which
comprise the consolidated statement of financial position as at 31 December 2012, 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 true and fair view in accordance with Hong Kong Financial Reporting Standards issued by the Hong
Kong Institute of Certified Public Accountants and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors of the Company determine is necessary to enable the
preparation of 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 S?Iely to you, as a body, in accordance with Section 90 of the Bermuda Companies Act
and for no other purpgse. 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 Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance as to whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected "débend on the auditor’s judgment, including the
assessment of the risks of material m_[sstétement 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 'rea‘sonableness of accounting estimates made by the directors of the Company, as well
as evaluating the overall presentation of the consolidated financial statements.




Independent Auditor’s Report

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 the Group’s affairs
as at 31 December 2012, and of its loss and cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Hon Kei, Anthony

Practising Certificate Number: P0O5591

Hong Kong
28 March 2013
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Consolidated Statement of Comprehensive Income

For the year ended 31 December 2012

2012 2011
Notes RMB’000 RMB’000
Revenue 8 2,675,144 2,484,049
Cost of sales (2,328,622) (2,059,321)
Gross profit 346,522 424,728
Other income 10 67,553 41,005
Distribution and selling expenses (157,407) (162,164)
Administrative and other operating expenses (294,634) (251,823)
Finance costs 11 (97,260) (80,482)
Gain on disposal of a subsidiary 41 - 20,790
Share of results of associates 109,935 103,280
(Loss) profit before tax (25,291) 95,334
Income tax expense 12 (7,040) (11,981)
(Loss) profit for the year 13 (32,331) 83,353
Other comprehensive income (expense)
for the year, net of tax:
Exchange difference arising on translation of
foreign operations 9,924 (19,460)
Exchange reserve realised on disposal of a subsidiary - (1,021)
Surplus (deficit) on revaluation of property,
plant and equipment 23,058 (16,422)
Deferred tax effects arising on revaluation of property,
plant and equipment 38 (2,213) 1,152
Other comprehensive income (expense)
for the year, net of tax 30,769 (85,751)
Total comprehensive (expense) income for the year (1,562) 47,602
(Loss) profit for the yéar attributable to:
Owners of the Company (20,610) 87,669
Non-controlling intergsts (11,721) (4,316)
.lll
f (32,331) 83,353
Total comprehensive (expenses) income
attributable to:
Owners of the Company . 7,198 60,295
Non-controlling interests - (8,760) (12,693)
7 (1,562) 47,602

(Loss) earnings per share
— Basic and diluted

16

RMB(5.51) cents

RMB23.43 cents




Consolidated Statement of Financial Position

As at 31 December 2012

2012 2011
Notes RMB’000 RMB’000
Non-current assets
Property, plant and equipment 17 1,273,647 1,269,998
Mining rights 18 - 107,000
Other intangible assets 19 4,204 4,289
Goodwill 20 29,012 29,012
Prepaid lease payments 21 140,083 143,260
Deposits paid for acquisition of land 22 28,500 28,500
Interests in associates 23 309,316 242,349
Other receivables 25 7,314 -
Amount due from a non-controlling interest 28 - 39,123
Deferred tax assets 38 30,970 23,919
1,823,046 1,887,450
Current assets @
Inventories 24 638,904 515,249 -
Trade and other receivables 25 2,094,288 1,906,103 2
Prepaid lease payments 21 3,177 3,177 g
Amounts due from directors 26 809 566 =
Amounts due from related companies 27 54,113 45,454 %
Amounts due from non-controlling interests 28 22,951 3,192 g
Amounts due from associates 29 67,548 139,621 a
Available-for-sale investments 30 1,500 - g
Pledged bank deposits 31 284,747 274,625 3
Bank balances and cash 32 392,154 403,247 =
3
3,560,191 3,291,234 S
Assets classified as held for sale 33 322,017 - =
3
3,882,208 3,291,234 2
Current liabilities §
Trade and other payables 34 1,718,013 1,386,056 S
Amounts due to directors 29 2,722 2,747 )
Amounts due to related companies 29 61,188 54,349 S
Amounts due to non-controlling interests 29 3,747 21,667 v
Amounts due to associates 29 600,381 573,848 %
Tax payables 18,088 15,600
Bank and other borrowings 35 1,563,382 | 1,355,759
e S N
e S 3,967,521 3,409,926
Liabilities associated with assets o
classified as held for sale 33~ 21,476 -
3,988,997 3,409,926
Net current liabilities (106,789) (118,692)
1,716,257 1,768,758 ——

'.‘/.- y L_‘-'-
ARTP ATAN XY w.d



Consolidated Statement of Financial Position

As at 31 December 2012

2012 2011
Notes RMB’000 RMB’000
Capital and reserves

Share capital 36 40,010 40,010
Reserves 1,482,384 1,480,880
Equity attributable to owners of the Company 1,522,394 1,520,890
Non-controlling interests 115,058 168,540
Total equity 1,637,452 1,689,430

Non-current liabilities
Deferred tax liabilities 38 20,275 18,563
Deferred government grants 39 58,530 60,765
78,805 79,328
1,716,257 1,768,758

The consolidated financial statements on pages 30 to 132 were approved and authorised for issue by the
board of directors on 28 March 2013 and are signed on its behalf by:

Mr. Song Dian Quan Mr. Zhang Li Ming
_ﬁl Director Director
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2012

Attributable to owners of the Company

Non-
Share Special Statutory  Revaluation Exchange Other Accumulated controlling
Capital reserve reserves reserve reserve reserve profits Total interests Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Note a) (Note b) (Note ¢ (Note d) (Note )
At 1 January 2011 40,010 92,045 269,325 84,549 (96,552) (6,892) 1,083,386 1,465,871 184,192 1,650,063
Profit for the year - - - - - - 87,669 87,669 (4,316) 83,353
Other comprehensive expense for the year
Exchange difference arising on translation
of foreign operations - - - - (17,401) - - (17,401) (2,059 (19,460)
Exchange reserve realised on disposal of
a subsidiary - - - - (913) - - (913) (108) (1,021)
Deficit on revaluation of property,
plant and equipment - - - (9,776) - - - (9,776) (6,646) (16,422)
Deferred tax effects arising on revaluation
of property, plant and equipment - - - 716 - - - 716 436 1,152
- - - (9,060) (18,314) - - (27,374) (8,377) (35,751) @
o
Total comprehensive (expense) income é
for the year - - - (9,060) (18,314) - 87,669 60,295 (12,693) 47,602 =
2
Acquisition of additional interests in g
a subsidiary without change in control - - - - - (5,776) - (5,776) (2,959) (8,735) g
Appropriation to statutory reserves - - 15,894 - - - (15,894) - - - =
Government contribution - 500 - - - - - 500 - 500 %
Realised on depreciation and related deferred 3
tax effect of property, plant and equipment - - - (8,741) - - 8,741 - - - g'-.
2
At 31 December 2011 40,010 92,545 285,219 66,748 (114,866) (12,668) 1,163,902 1,620,890 168,540 1,689,430 g
5
At 1 January 2012 40,010 92,545 285,219 66,748 (114,866) (12,668) 1,163,902 1,620,890 168,540 1,689,430 g
Loss for the year - - - - - - (20,610) (20,610) (11,721) (32,331) ﬁ"'
Other comprehensive income for the year o
Exchange difference arising on translation .
of foreign operations - - - - 8,868 - - 8,868 1,066 9,924 >
Surplus on revaluation of property, plant 3
and equipment - - - 20,951 - - - 20,951 2,107 23,058 S
Deferred tax effects arising on revaluation %
of property, plant and equipment - - - (2,011) - - - 2,011) (202) (2,213 B
) =
1 S
- - - 18,940 8,868 - - 27,8_08 2,961 30,769 =
Total comprehensive income (expense) \ p
for the year - - - 18,940 8,868 - y {20,610) ; e (8,760) (1,562)
Acquisition of additional interests 3 =
in subsidiaries without change in control - - - - (7,124) -~ (49,542 ) -(56,666)
Changes in ownership interests in e )
a subsidiary that do not result in T . et
aloss of control - - - - - 1,430 "= : - 1,480 4,820 6,250
Appropriation to statutory reserves - ] 19,110 i - e e (19,1 1'0) ] L - -
Realised on depreciation and related deferred . 'L_ b =
tax effect of property, plant and equipment - - - (8,304) - - L 8,304_ 7 1 - - -
At 31 December 2012 40,010 92,545 1,522,394 115,058 1,637,452 "

(18,362) )é.ﬂss
7
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2012

Notes:

The special reserve represents:

(i) The difference between the nominal value of the share capital of the subsidiaries acquired and the nominal
amount of the share capital issued for their acquisition and the amount transferred from share premium
accounts; and

(i) National funds contributed by the government of the People’s Republic of China (the “PRC”).

During the year ended 31 December 2011, national funds amount to RMB500,000 were contributed by the PRC
government to the Group. Such funds are used specifically for production of lithium iron phosphate batteries.
Pursuant to the requirements of the relevant notice, the national funds are designated as capital contribution
and vested solely by the PRC government. They are non-repayable and can be converted to share capital of the
entities receiving the funds by the PRC government upon approval by their shareholders and completion of other
procedures.

The statutory reserves are reserves required by the relevant laws of the PRC applicable to the Company’s PRC
subsidiaries.

The revaluation reserve has been set up and dealt with in accordance with the accounting policies adopted for the
revaluation of buildings, plant and machinery, furniture, fixtures and equipment, and motor vehicles, net of deferred
tax. Directors of the Company may decide to distribute the fund out of the surplus or profits of the Company as they
think proper to be used to meet contingencies or for equalising dividends or for any other special purpose.

The exchange reserve comprises all foreign exchange differences arising from the translation of the financial
statements of foreign operations.

The other reserve has been set up and dealt with in accordance with the accounting policies adopted on or after 1
January 2010 for the changes in ownership interests in subsidiaries that do not result in a loss of control. In August
2011, the Group acquired an additional 20% equity interest in Zhuhai Coslight Battery Company Limited from a
non-controlling interest at a consideration of RMB8,735,000. As a result of deficit of approximately RMB5,776,000,
which represents the difference between the amount by which the non-controlling interests are adjusted and the fair
value of the consideration paid, was recognised in equity. In June 2012, the Group acquired an additional 4.13%
equity interest in Harbin Coslight Storage Battery Company Limited from non-controlling interests at a consideration
of approximately,IRMBSSJ66,000. As a result, a deficit of RMB8,354,000, which represents the difference between
the amount by ;\'/vhich the non-controlling interests are adjusted and the fair value of the consideration paid, was
recognised in equity. In February 2012, the Group acquired an additional 40% equity interest in Shijiazhuang Best
Battery Materials Co. Ltd. from a non-controlling interest at a consideration of RMB1,500,000. As a result of surplus
of approximétely RMB1,230,000, which represents the difference between the amount by which the non-controlling
interests - are adjusted and the fair value of.the con3|dera1;10ﬁ”"a|d was recognised in equity. In May 2012, the
Group disposed 5% equity interest in @Tnhuangdao J’noheng Automobile Manufacture Company Limited (“QJC”)
and Qinhuangdao Cosstar Automoﬁlle Sales” Company Limited to a non-controlling interests at a consideration
of RMBG,OO0,000 and RMB250,000 tespectively. As a result of surplus of approximately RMB1,424,000 and
RMB6,000 réspeotively, which represented'fhe difference between the amount by which the non-controlling interest
are adjusted and the fair value of the consideration paid, was recognised in equity.

The aggregate amount of the Company'’s reserves available for distribution to shareholders as at 31 December 2012
was RMB34,567,000 (2011: RMB22,347,000).




Consolidated Statement of Cash Flows

For the year ended 31 December 2012

2012 2011
RMB’000 RMB’000

OPERATING ACTIVITIES
(Loss) profit before tax (25,291) 95,334
Adjustments for:

Operating cash flows before movements in

Depreciation of property, plant and equipment 77,568 71,145
Amortisation of intangible assets 95 455
Amortisation of prepaid lease payments 3,177 3,089
Deficit (surplus) arising on revaluation of property,
plant and equipment 225 (348)
Share of results of associates (109,935) (1083,280)
Net exchange differences (12,123) 38,056
Government grants related to expenses and
recognised as income (28,072) (4,657) @
Amortisation of government grants (2,235) (2,235) g
(Gain) loss on disposal of property, ‘g
plant and equipment (5,475) 818 Y
Allowance for inventories 7,221 - g
Reversal of allowance for inventories (1,265) - §
Impairment loss recognised on mining right - 8,800 g
Impairment loss recognised on trade and §
other receivables 39,453 17,690 §_,
Reversal of impairment loss recognised on g
trade and other receivables (7,505) (22,114) ';
Bank interest income (9,660) (5,083) %
Imputed interest income on amount due from .
a non-controlling interest (6,091) (1,238) ;
Gain on disposal of a subsidiary - (20,790) §
Finance costs 97,260 80,482 =
O
S
~

working capital 17,347 156,144

Increase in inventories (129,611) (23,487)

Increase in trade and other receivables H‘“‘--H " (224,727) S, (190,147)

Increase in trade and other payables “‘*--ﬂ_‘hm o '\“ 335,546 556,191
Cash (used in) generated from operations S~ = (1,445) 498,701 - = _
Income tax paid - (12,103) (3,698)

Net cash (used in) from operating activities (13,548) 495,003

o P
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Consolidated Statement of Cash Flows

For the year ended 31 December 2012

2012 2011
Notes RMB’000 RMB’000
INVESTING ACTIVITIES
Repayment from pledged bank deposits 124,043 20,980
Repayment from (advance to) associates 72,073 (22,730)
Dividend received from associates 42,968 22,367
Repayment from (advance to) non-controlling interests 18,141 (181)
Proceeds on disposal of property, plant and equipment 9,689 756
Interest received 9,660 5,063
Purchases of property, plant and equipment (249,181) (238,079)
New pledged bank deposits raised (134,165) (241,045)
Payment for acquisition of additional equity
interest in subsidiaries (56,666) -
Advance to related companies (8,659) (20,205)
Purchases of available-for-sale investments (1,500) -
(Advance to) repayment from directors (243) 204
Purchase of intangibles assets (10) (184)
Net cash outflow on acquisition of a subsidiary 40 - (70,994)
Purchases of prepaid lease payments - (34,471)
Deposit paid for acquisition of land - (15,000)
Net cash outflow on disposal of a subsidiary 41 - (180)
Net cash used in investing activities (173,850) (5983,699)
FINANCING ACTIVITIES
Repayment of bank and other borrowings (1,187,677) (2,063,491)
Interest paid (99,215) (92,590)
Repayment to non-controlling interests (17,820) (2,208)
(Repayment to) advance from directors (25) 1,048
New bank and other borrowings raised 1,395,300 1,786,958
Advance from associates 44,420 281,293
Government grants received 28,072 25,657
Advance from related companies 6,839 34,284
Proceed from disposal of equity interest that
do not result in a Lbss of control 6,250 -
Government contribution - 500
Net cash from (used in) financing activities 176,144 (28,549)
Net decrease in‘cash and cash equivalents (11,254) (127,245)
Cash and cash equivalents at beginning of year = 403,247 529,697
Effect of foreign exchange rate changes 161 795
Cash and cash equivalents at end of year,
392,154 403,247

represented by bank balances and cash




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

General Information

The Company is incorporated in Bermuda as an exempted company with limited liability and its shares
are listed on the main board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
Company’s registered office is located at Clarendon House, 2 Church Street, Hamilton HM11, Bermuda
and its head office and principal place of business in Hong Kong is located at Room 2501-2502,
COSCO Tower, 181-183 Queen’s Road Central, Hong Kong.

The consolidated financial statements are presented in Renminbi (“RMB”), which is also the functional
currency of the Company and its PRC subsidiaries. Other than those subsidiaries established in the
PRC, the functional currencies of those subsidiaries established in Russia and India are denoted in
Russian Ruble (“RUB”) and Indian Rupee (“INR”) respectively.

The principal activities of the Group are principally engaged in the investment holding and manufacture
and sales of battery products. The principal activities of the Company’s principal subsidiaries are set out
in note 49.

Basis of Preparation of Consolidation Financial Statements

Notwithstanding that the Group had incurred net current liabilities of approximately RMB106,789,000
as at 31 December 2012 caused by the application of Hong Kong International Financial Reporting
Interpretations Committee (the “IFRIC”) — Interpretation 5 — Presentation of Financial Statement —
Classification by the Borrower of a Term Loan that Contains a Repayment on Demand Clause issued
by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”) in which bank borrowings of
approximately RMB168,082,000 with such repayment on demand clause which are not repayable within
one year from the end of the reporting period according to the repayment schedule were classified as
current liabilities, the consolidated financial statements have been prepared on a going concern basis
as the directors of the Company are satisfied that the liquidity of the Group cﬁn be maintained in the
coming year taking into consideration of the following matters: 1
"n
(i) Bank borrowings of approximately RMB168,082,000 under the repayment bn demand clause will

not likely to be repaid within one year from the end of the reporting period; and

(i) The associates of the Group has undertaken not to demand the repayment of.the balances due
from the Group totaling approximately RM8528,9?4,000 as at 31 Deoemper 2012 for the coming
twelve months and until the Group is in-a financial 'boslition to do so.

oy

The directors of the Company believe that the Group.wi_ll_h‘ave. sufficient cash resources to satisfy its

future working capital and other financing requirements for the next twelve months from 31 December
2012. Accordingly, the consolidated financial statements have been prepared on a going concern basis
and do not include any adjustments that would be required should the Group-fail to continue as a going

concern.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Application of New and Revised Hong Kong Financial Reporting
Standards (“HKFRSs")

In the current year, the Group has applied the following new and revised HKFRSs issued by the HKICPA.

Amendments to HKFRS 1 Severe Hyperinflation and Removal of Fixed Dates for First-time
Adopters
Amendments to HKFRS 7 Disclosures — Transfers of Financial Assets
Amendments to Hong Kong Deferred Tax: Recovery of Underlying Assets.
Accounting Standard
(“HKAS”) 12

The application of the above amendments to HKFRSs in the current period 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.

The Group has not early applied the following new and revised standards, amendments or
interpretations that have been issued but are not yet effective.

Amendments to HKFRSs Annual Improvements 2009 — 2011 Cycle, except for
the amendments to HKAS 12
Amendments to HKFRS 1 Government Loans?
Amendments to HKFRS 7 Disclosures — Offsetting Financial Assets and
Financial Liabilities?
Amendments to HKFRS 9 and Mandatory Effective Date of HKFRS 9 and
HKFRS 7 Transition Disclosures®
HKFRS 9 Financial Instruments*
HKFRS 10 Consolidated Financial Statements?
HKFRS 11 Joint Arrangements?
HKFRS 12 Disclosure of Interests in Other Entities?
HKFRS 13 Fair Value Measurement?
Amendments to HKFRS 10, Consolidated Financial Statements, Joint Arrangements and
HKFRS 11 and HKFRS 12 Disclosures of Interests in Other Entities: Transition Guidance?
Amendments to HKFRS 10, Investment Entities®

HKFRS 12 and HKAS 27
(as revised in' 2011)

Amendments to HKAS 1 Presentation of ltems of Other Comprehensive Income'

HKAS 19 (as revised in 2011) Employee Benefits?

HKAS 27 (as revised in 2011) Separate Financial Statements?

HKAS 28 (as revised in 2011) Investments in Associates and Joint Ventures?

Amendments to HKAS 32 Offsetting FinancialfAssets and Financial Liabilities®

HK (International Financial _Stripping QQ_StS‘Tthhe Production Phase of a Surface Mine?
Reporting Interpretation s

Committee) — Interpretation 20 - :

i Effective for annual ber.iods b,eginning on or after 1 July 2012.

2 Effective for annual periods beginning on or after 1 January 2013.
3 Effective for annual periods beginning on or after 1 January 2014.

A Effective for annual periods beginning on or after 1 January 2015.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Application of New and Revised Hong Kong Financial Reporting
Standards (“"HKFRSs"] (Continued)

Annual Improvements to HKFRSs 2009 — 2011 Cycle issued in June 2012

The Annual Improvements to HKFRSs 2009 — 2011 Cycle include a number of amendments to various
HKFRSs. The amendments are effective for annual periods beginning on or after 1 January 2013.
Amendments to HKFRSs include the amendments to HKAS 1 Presentation of Financial Statements,
HKAS 16 Property, Plant and Equipment and the amendments to HKAS 32 Financial Instruments:
Presentation.

The amendments to HKAS 1 clarify that an entity is required to present a third statement of financial
position only when the retrospective application, restatement or reclassification has a material effect
on the information in the third statement of financial position and that related notes are not required to
accompany the third statement of financial position.

The amendments to HKAS 16 clarify that spare parts, stand-by equipment and servicing equipment
should be classified as property, plant and equipment when they meet the definition of property, plant
and equipment in HKAS 16 and as inventory otherwise. The directors of the Company do not anticipate
that the application of the amendments will have a material effect on the Group’s consolidated financial
statements.

The amendments to HKAS 32 clarify that income tax on distributions to holders of an equity instrument
and transaction costs of an equity transaction should be accounted for in accordance with HKAS 12
Income Taxes. The directors of the Company anticipate that the amendments to HKAS 32 will have
no effect on the Group’s consolidated financial statements as the Group has already adopted this
treatment.

Amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities and

amendments to HKFRS 7 Disclosures — Offsetting Financial Assets and Financial Liabilities
II.

The amendments to HKAS 32 clarify existing application issues relating to the oﬁéet of financial assets
and financial liabilities requirements. Specifically, the amendments clarify the meaning of “currently has a
legally enforceable right of set-off” and “simultaneous realisation and settlement”.

.-1‘_\""\ "y b
The amendments to HKFRS 7 require entitie‘s‘-to_Qisolosé‘1nformation about rights of offset and related

arrangements (such as collateral posting requirements) for ﬁr{énc__ial instruments under-an enforceable

master netting agreement or similar arrangement.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Application of New and Revised Hong Kong Financial Reporting
Standards (“"HKFRSs"] (Continued)

Amendments to HKAS 32 Offsetting Financial Assets and Financial Liabilities and
amendments to HKFRS 7 Disclosures — Offsetting Financial Assets and Financial Liabilities
(Continued)

The amendments to HKFRS 7 are effective for annual periods beginning on or after 1 January 2013 and
interim periods within those annual periods. The disclosures should also be provided retrospectively for
all comparative periods. However, the amendments to HKAS 32 are not effective until annual periods
beginning on or after 1 January 2014, with retrospective application required.

The directors of the Company anticipate that the application of these amendments to HKAS 32 and
HKFRS 7 may result in more disclosures being made with regard to offsetting financial assets and
financial liabilities in the future.

HKFRS 9 Financial Instruments

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

Key requirements of HKFRS 9 are described as follows:

° All recognised financial assets that are within the scope of HKAS 39 Financial Instruments:
Recognition and Measurement are 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
measurec’j at their fair values at the end of subsequent reporting periods. In addition under HKFRS
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.

° With regard to the measurement of financial liabilities designated as at fair value through profit
or loss, HKFRS 9 requires that the amount of change in the fair value of the financial liability that
is attributable to changes in 't'hé Credit--riék‘ of that liability is presented in other comprehensive
income, unless the reoog/niti_on of the effects of changes in the liability’s credit risk in other
comprehensive income Wo-uld.creéte or enlarge an accounting mismatch in profit or loss.
Changes in fair value of financial liabilities attributable to changes in the financial liabilities” credit
risk are not subsequently reclassified to profit or loss. Under HKAS 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.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

3. Application of New and Revised Hong Kong Financial Reporting
Standards (“"HKFRSs"] (Continued)

HKFRS 9 Financial Instruments (Continued)

HKFRS 9 is effective for annual periods beginning on or after 1 January 2015, with earlier application
permitted.

The directors of the Company anticipate that the adoption of HKFRS 9 in the future may have significant
impact on amounts reported in respect of the Group’s financial assets and financial liabilities. However,
it is not practicable to provide a reasonable estimate of that effect until a detailed review has been
completed.

New and revised standards on consolidation, joint arrangements, associates and disclosures

In June 2011, a package of five standards on consolidation, joint arrangements, associates and
disclosures was issued, including HKFRS 10, HKFRS 11, HKFRS 12, HKAS 27 (as revised in 2011) and
HKAS 28 (as revised in 2011).

Key requirements of these five standards are described below.

HKFRS 10 replaces the parts of HKAS 27 Consolidated and Separate Financial Statements that deal
with consolidated financial statements. HK (SIC) — Int 12 Consolidation — Special Purpose Entities
will be withdrawn upon the effective date of HKFRS 10. Under HKFRS 10, there is only one basis
for consolidation, that is, control. In addition, HKFRS 10 includes a new definition of control that
contains three elements: (a) power over an investee, (b) exposure, or rights, to variable returns from
its involvement with the investee, and (c) the ability to use its power over the investee to affect the
amount of the investor’s returns. Extensive guidance has been added in HKFRS 10 to deal with complex
scenarios. Overall, the application of HKFRS 10 requires a lot of judgement. ThY\a application of HKFRS
10 is not expected to change any of the control conclusions reached by the Group in respect of its
investment with other entities as at 1 January 2013. \
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HKFRS 11 replaces HKAS 31 Interests in Joint Ventures. HKFRS 11 deals with how a joint arrangement
of which two or more parties have joint control should be classified. HK (SIC) — Int 13. Jointly Controlled
Entities — Non-Monetary Contributions-by Venturers will Ipe withdrawn upon the Qﬁeotive date of HKFRS
11. Under HKFRS 11, joint arrangementszfré“ classified é"s"}oint operations or joint ventures, depending
on the rights and obligations of the parties to the aﬁ’a‘ngemenfé:- In contrast, under HKAS 31, there are
three types of joint arrangements: jointly controlled entities, -jdintly controlled assets and jointly controlled
operations. In addition, joint ventures under HKFRS 11 are 'required to be accounted for using the equity
method of accounting, whereas jointly controlled entities under HKAS .31 can be accounted for using the

equity method of accounting or proportionate consolidation.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Application of New and Revised Hong Kong Financial Reporting
Standards (“"HKFRSs"] (Continued)

New and revised standards on consolidation, joint arrangements, associates and disclosures
(Continued)

HKFRS 12 is a disclosure standard and is applicable to entities that have interests in subsidiaries, joint
arrangements and associates, and/or unconsolidated structured entities. In general, the disclosure
requirements in HKFRS 12 are more extensive than those in the current standards.

In July 2012, the amendments to HKFRS 10, HKFRS 11 and HKFRS 12 were issued to clarify certain
transitional guidance on the application of these five HKFRSs for the first time.

These five standards, together with the amendments relating to the transitional guidance, are effective
for annual periods beginning on or after 1 January 2013 with earlier application permitted provided that
all of these standards are applied at the same time.

The directors of the Company anticipate that the application of these five standards will have no
significant impact on amounts reported in the consolidated financial statements.

Amendments to HKFRS 10, HKFRS 12 and HKAS 27 Investment Entities

The amendments to HKFRS 10 introduce an exception to consolidating subsidiaries for an investment
entity, except where the subsidiaries provide services that relate to the investment entity’s investment
activities. Under the amendments to HKFRS 10, an investment entity is required to measure its interests
in subsidiaries at fair value through profit or loss.

To qualify as an investment entity, certain criteria have to be met. Specifically, an entity is required to:

e obtain fur‘ds from one or more investors for the purpose of providing them with professional

investment management services;
)
I

° commit to its investor(s) that its business purpose is to invest funds solely for returns from capital
appreoiétion, investment income, or both; and

° measure and evaluate performance of substantially all of its investments on a fair value basis.

"
-
o

Consequential amendments to HKFR"é 12 and'ﬂ'K‘AS 27 have been made to introduce new disclosure
o -~
requirements for investment errtities_., -

The amendments to HKFRS 10, HKFRS 12 and HKAS 27 are effective for annual periods beginning
on or after 1 January 2014, with earlier application permitted. The directors of the Company anticipate
that the appliéétioﬁ‘of the amendments will have no effect on the Group as the Company is not an
investment entity.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

3. Application of New and Revised Hong Kong Financial Reporting
Standards (“"HKFRSs"] (Continued)

HKFRS 13 Fair Value Measurement

HKFRS 13 establishes a single source of guidance for fair value measurements and disclosures about
fair value measurements. The standard defines fair value, establishes a framework for measuring fair
value, and requires disclosures about fair value measurements. The scope of HKFRS 13 is broad; it
applies to both financial instrument items and non-financial instrument items for which other HKFRSs
require or permit fair value measurements and disclosures about fair value measurements, except in
specified circumstances. In general, the disclosure requirements in HKFRS 13 are more extensive than
those in the current standards. For example, quantitative and qualitative disclosures based on the
three-level fair value hierarchy currently required for financial instruments only under HKFRS 7 Financial
Instruments: Disclosures will be extended by HKFRS 13 to cover all assets and liabilities within its scope.

HKFRS 13 is effective for annual periods beginning on or after 1 January 2013, with earlier application
permitted. The directors of the Company anticipate that the application of the new standard may
affect certain amounts reported in the consolidated financial statements and result in more extensive
disclosures in the consolidated financial statements.

Amendments to HKAS 1 Presentation of Items of Other Comprehensive Income

The amendments to HKAS 1 Presentation of Items of Other Comprehensive Income introduce new
terminology for the statement of comprehensive income and income statement. Under the amendments
to HKAS 1, a ‘statement of comprehensive income’ is renamed as a ‘statement of profit or loss and
other comprehensive income’ and an ‘income statement’ is renamed as a ‘statement of profit or loss’.
The amendments to HKAS 1 retain the option to present profit or loss and other comprehensive income
in either a single statement or in two separate but consecutive statements. However, the amendments to
HKAS 1 require items of other comprehensive income to be grouped into two :%tegories: (a) items that
will not be reclassified subsequently to profit or loss; and (b) items that may be reclassified subsequently
to profit or loss when specific conditions are met. Income tax on items of other é_omprehensive income
is required to be allocated on the same basis — the amendments do not change the option to present
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items of other comprehensive income either before tax or net of tax.

The amendments to HKAS 1 are effective for annua[ periods beginning on or after 1 July 2012.
The presentation of items of other oomp?éhen_s__i_ve inébme- will be modified accordingly when the
amendments are applied in future accounting periodé."- . S 3

Other than disclosed above, the directors of the Compahy anticipate that the application of the other
new and revised standards, amendments or interpretations will have no material impact on the results

and the financial position of the Group.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Significant Accounting Policies

The consolidated financial statements have been prepared on the historical cost basis except for certain
properties and available-for-sale financial assets, which are measured at revalued amounts or fair values,
as explained in the accounting policies set out below. Historical cost is generally based on the fair value
of the consideration given in exchange for goods.

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

Basis of consolidation

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

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

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into 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 Group’s equity therein.
Allocation of total comprehensive income to non-controlling interests

!
Total comprehénsive 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.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Significant Accounting Policies (continued)
Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in existing 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 and
attributed to owners of the Company.

When the Group loses control of subsidiaries, it () derecognises the assets and liabilities of the
subsidiaries at their carrying amounts at the date when control is lost, (i) derecognises the carrying
amount of any non-controlling interests in the former subsidiaries at the date when control is lost
(including any components of other comprehensive income attributable to them), and (iii) recognises the
aggregate of the fair value of the consideration received and the fair value of any retained interest, with
any resulting difference being recognise as a gain or loss in profit or loss attributable to the Group. When
assets of the subsidiary are carried at revalued amounts or fair values and the related cumulative gain
or loss has been recognised in other comprehensive income and accumulated in equity, the amounts
previously recognised in other comprehensive income and accumulated in equity are accounted for as
if the Group had directly disposed of the related assets (i.e. reclassified to profit or loss or transferred
directly to retained earnings as specified by applicable HKFRSs). The fair value of any investment
retained in the former subsidiary at the date when control is lost is regarded as the fair value on
initial recognition for subsequent accounting under HKAS 39 Financial Instruments: Recognition and
Measurement or, when applicable, the cost on initial recognition of an investment in an associate or a
jointly controlled entity.

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 calcula&ed as the sum of the
acquisition-date fair values of the assets transferred by the Group, liabilities incurred by the Group to the

former owners of the acquiree and the equity interests issued by the Group exchange for control of the
acquiree. Acquisition-related costs are generally recognised in profit orloss as incurred.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

4.

Significant Accounting Policies (continued)
Business combinations (Continued)

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

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

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

o assets (or disposal groups) that are classified as held for sale in accordance with HKFRS 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 reassessment, the net of the acquisition-date 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 may be initially measured either at fair value
or at the non-;ﬁontrolling interests’ proportionate share of the recognised amounts of the acquiree’s
identifiable ne‘gfassets. The choice of measurement basis is made on a transaction-by-transaction basis.

Other types of non-controlling interests are measured at fair value or, when applicable, on the basis
specified in-another standard.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Significant Accounting Policies (continued)
Goodwill

Goodwill arising on an acquisition of a business is carried at cost less any 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 cash-generating units (or
groups of cash-generating units) that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired. For the goodwill arriving 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. If the recoverable amount of the cash-generating
unit is less than its carrying amount, the impairment loss is allocated to reduce the carrying amount of
any goodwill allocated to the unit 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 recognised for
goodwill is not reversed in subsequent periods.

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

Investments in subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has the power
to govern the financial and operating policies of an entity so as to obtain benefits from its activities. In
assessing control, potential voting rights that presently are exercisable are taken!into account.

In the Company’s statement of financial position, the investments in subsidiaries|are stated at cost less

provision for impairment loss. The results of the subsidiary are accounted for by, the Company on the
1

basis of dividends received and receivable. \
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

4.

Significant Accounting Policies (continued)
Investments in associates

An associate is an entity over which the investor has significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting. Under the equity method, investments in associates
are carried in the consolidated statement of financial position at cost as adjusted for post-acquisition
changes in the Group’s share of the net assets of the associates, less any identified impairment loss.
When the Group’s share of losses of an associate equals or exceeds its interest in that associate
(which includes any long-term interests that, in substance, form part of the Group’s net investment in
the associate), the Group discontinues recognising its share of further losses. An additional share of
losses is provided for and a liability is recognised only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of that associate.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities of an associate recognised at the date of acquisition is
recognised as goodwill which is included within the carrying amount of the investment.

Any excess of the Group’s share of the net fair value of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition, after reassessment, is recognised immediately in profit or loss.

The requirements of HKAS 39 are applied to determine whether it is necessary to recognise any
impairment loss with respect to the Group’s investment in an associate. When necessary, the entire
carrying amount of the investment (including goodwill) is tested for impairment in accordance with HKAS
36 Impairment Assets as a single asset by comparing its recoverable amount (higher of value-in-use
and fair value less costs to sell) with its carrying amount. Any impairment loss recognised forms part of
the carrying am‘ount of the investment. Any reversal of that impairment loss is recognised in accordance
with HKAS 36ﬁo the extent that the recoverable amount of the investment subsequently increases.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Significant Accounting Policies (continued)
Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amounts will be
recovered principally through a sale transaction rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and the non-current asset (or disposal group)
is available for immediate sale in its present condition. Management must be committed to the sale,
which should be expected to qualify for recognition as a completed sale within one year from the date of
classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of the assets
and liabilities of that subsidiary are classified as held for sale when the criteria described above are met,
regardless of whether the Group will retain a non-controlling interest in its former subsidiary after the
sale.

Non-current assets (and disposal groups) classified as held for sale are measured at the lower of their
previous carrying amount and fair value less costs to sell.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for goods sold and services provided in the normal course of business, net of sales

related taxes.

Revenue from sale of goods is recognised when the goods are delivered and titles have passed, at
which time all the following conditions are satisfied:

o the Group has transferred to the buyer the significant risks and rewards of ownership of the
goods;
!'I
o the Group retains neither continuing managerial involvement to the degree usually associated with

ownership nor effective control over the goods sold;

o the amount of revenue can be measured reliably;.
— . "--..'
. it is probable that the economic benefits assBc‘_:iate_gl Wﬁh-t_he transaction will flow to the Group;
and ot .
o the costs incurred or to be incurred in respect of the transa_c'tior_}- can be measured reliably.

Service income is recognised when services are provided.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

4.

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.

Property, plant and equipment

Property, plant and equipment are stated in the consolidated statement of financial position initially at
cost and subsequently at their revalued amounts, being the fair value at the date of revaluation less
any subsequent accumulated depreciation and any subsequent accumulated impairment losses, if
any. Revaluations are performed with sufficient regularity such that the carrying amount does not differ
materially from that which would be determined using fair value at the end of the reporting period.

Any revaluation increase arising on revaluation of property, plant and equipment is recognised in other
comprehensive income and accumulated in revaluation reserve, except to the extent that it reverses a
revaluation decrease of the same asset previously recognised in profit or loss, in which case the increase
is credited to profit or loss to the extent of the decrease previously charged. A decrease in net carrying
amount arising on revaluation of an asset is recognised in profit or loss to the extent that it exceeds
the balance, if any, on the revaluation reserve relating to a previous revaluation of that asset. On the
subsequent sale or retirement of a revalued asset, the attributable revaluation surplus is transferred to
retained profits.

Depreciation on revalued property, plant and equipment is recognised in profit or loss.
Depreciation is provided to write off the cost or fair value of items of property, plant and equipment other

than oonstructibn in progress and freehold land over their estimated useful lives and lease terms after
taking into acc;bunt of their estimated residual value, using the straight-line method.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Significant Accounting Policies (continued)
Property, plant and equipment (Continued)

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, if any. Construction in progress is classified to the appropriate category of property,
plant and equipment when completed and ready for intended use. Depreciation of these assets, on the
same basis as other property assets, commences when the assets are ready for their intended use.

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

Leasing

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 lessee

Operating lease payments are recognised as an expense on a straight-line basis over the term of the
relevant lease.

Leasehold land and building for own use

When a lease includes both land and building elements, the Group assesses the classification of
each element as a finance or an operating lease separately based on the assessment as to whether
substantially all the risks and rewards incidental to ownership of each element|have been transferred
to the Group. Specifically, the minimum lease payments (including any Iump-shm upfront payments)
are allocated between the land and the building elements in proportion to the ‘(elative fair values of
the leasehold interests in the land element and building element of the lease at the inception of the
lease. When the lease payments cannot be allocated reliably between the land and building elements,
the entire lease is generally olassified.g\sxa finance Iea}se and accounted for‘as property, plant and

equipment. ey "
: D

To the extent the allocation of the lease payments can_be made reliably, interest in Iéasehold land that

is accounted for as an operating lease is presented as prepaid lease payments in the consolidated

statement of financial position and is amortised over the lease term on a straight-line basis.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

4.

Significant Accounting Policies (continued)
Foreign currencies

In preparing the financial statements of each individual group entity, transactions in currencies other
than the functional currency of that entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in which the entity operates) at the rates
of exchanges prevailing on the dates of the transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated in foreign currencies are retranslated at the
rates prevailing on the date when the fair value was determined. 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. Exchange differences arising on
the retranslation of non-monetary items carried at fair value are included in profit or loss for the period.

For the purposes of presenting the consolidated financial statements, the assets and liabilities of the
Group’s foreign operations are translated into the presentation currency (i.e. RMB) of the Group at
the rate of exchange prevailing at the end of the reporting period, and their income and expenses
are translated at the average exchange rates for the year. Exchange differences arising, if any, are
recognised in other comprehensive income and accumulated in equity (the foreign currency exchange
reserve).

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign operation,
a disposal involving loss of control over a subsidiary that includes a foreign operation, or a disposal
involving loss of significant influence over an associate that includes a foreign operation), all of the
exchange differences accumulated in equity in respect of that operation attributable to the owners of the
Company are reclassified to profit or loss. In addition, in relation to a partial disposal of a subsidiary that
does not result in the Group losing control over the subsidiary, the proportionate share of accumulated
exchange differ,énces are reattributed to non-controlling interests and are not recognised in profit or loss.
For all other pértial disposals (i.e. partial disposals of associates that do not result in the Group losing
significant influence), the proportionate share of the accumulated exchange differences is reclassified to
profit or loss.
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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 in 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.
Specifically, government grants whose primary conditions are that the Group should purchase, construct
or otherwise acquire non-current assets are recognised as deferred income in the consolidated
statement of financial position and transferred to profit or loss on a systematic and rational basis over the
useful lives of the related assets.

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.

Special funds such as notional funds allocated by the government, if clearly defined in official documents
as part of “special reserve” are dealt with as capital contributions, and not redarded as government
1

grants. \
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

4.

Significant Accounting Policies (continued)
Retirement benefit costs

Payments to defined contribution including state-managed retirement benefit schemes and Mandatory
Provident Fund Scheme are recognised as an expense when employees have rendered service entitling
them to the contributions.

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 before tax 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 associated with investments in
subsidiaries and 'associates, except where the Group are 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 odly recognised to the extent that it is probable that there will be sufficient taxable profits
against whichf[o utilise the benefits of the temporary differences and they are expected to reverse in the
foreseeable future.
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Significant Accounting Policies (continued)
Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at the end of the 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.

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 the 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 the reporting period, to recover or settle the carrying amount of their assets
and liabilities. Current and deferred tax is recognised in profit or loss, except when it relates to items
that are recognised in other comprehensive income or directly in equity, in which case, the current and
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.

Intangible assets
Intangible assets acquired separately

Intangible assets acquired separately and with finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses. Amortisation for intangible assets with finite useful
lives is provided on a straight-line basis over their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis. Alternatively, intangible assets with indefinite useful
lives are carried at cost less any subsequent accumulated impairment losses (see the accounting policy
in respect of impairment losses on tangible and intangible assets below).
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

4.

Significant Accounting Policies (continued)

Intangible assets (Continued)

Research and development expenditure

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

An internally-generated intangible asset arising from development (or from the development phase of an
internal project) is recognised 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;

o 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.

The amount initially recognised for internally-generated intangible asset 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 charged to profit
or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible asset is measured at cost less
accumulated armortisation and accumulated impairment losses (if any), on the same basis as intangible
assets acquired separately.

Patents, trademarks and Ifcensing rights -

—

=
Patent is carried at cost less -J,acén/wg_lated’émortisation (where the estimated useful life is other than
indefinite) énd'impairment Iosses.--;ﬂfmqrtisation of patent is charged to profit or loss on a straight line
basis over its estimated useful life unless such life is indefinite.
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4. Significant Accounting Policies continued)
Intangible assets (Continued)
Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future economic benefits are expected
from use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the
difference between the net disposal proceeds and the carrying amount of the asset, are recognised in
profit or loss when the asset is derecognised.

Mining rights

Mining rights represent upfront prepayments made for the mining rights and will be expensed in the
consolidated statement of comprehensive income on a production volume of the mining rights or
when there is impairment once the mining activities commences, the impairment is expensed in the
consolidated statement of comprehensive income.

Exploration and evaluation assets

Exploration and evaluation assets are stated at cost less impairment losses. Exploration and evaluation
assets include topographical and geological surveys, exploratory drilling, sampling and trenching and
activities in relation to commercial and technical feasibility studies, and expenditure incurred to secure
further mineralisation in existing ore bodies and to expand the capacity of a mine. Expenditure incurred
prior to acquiring legal rights to explore an area is written off as incurred. When it can be reasonably
ascertained that a mining property is capable of commercial production, exploration and evaluation costs
are transferred to mining rights and are amortised based on the accounting policy as stated in “Mining
rights” above. If any project is abandoned during the evaluation stage, the total expenditure thereon will
be written off.

Inventories \

i
1

4

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the weighted
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average method. Net realisable value represents the estimated selling price for inventories less all
estimated costs of completion and costs necessary to make the sale.

— S
— -..

Cash and cash equivalents R T

Bank balances and cash in the consolidated statement of financial position comprise cash at banks
and on hand and short-term deposits with a maturity of three"mor]*ths or less. For the purpose of
the consolidated statement of cash flows, cash and cash equivalents consist of cash and short-term

deposits as defined above.

o =
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4. Significant Accounting Policies continued)
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. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets or financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into one of the two categories, including loans and receivables
and available-for-sale financial assets. The classification depends on the nature and purpose of the
financial assets and is determined at the time of initial recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade date basis. Regular way purchases or sales
are purchases or sales of financial assets that require delivery of assets within the time frame established
by regulation or convention in the marketplace.

Effective interest method

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

life of the finangial asset, or, where appropriate, a shorter period to the net carrying amount on initial
|

!
/

recognition.

!

Interest income is recognised on an effective interest basis for debt instruments other than short-term
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receivables:when the recognition of interest would be immaterial.

”
o
o

Loans and receivables 2 P

Loans and" receivables are non:de’ri\}ative- financial assets with fixed or determinable payments that

are not qubted in an active market. éubsequent to initial recognition, loans and receivables (including

trade and other receivables, plédged bank deposits, cash and cash equivalents and amounts due from

directors/related cémpaniés/non-oontrolling interests/associates) are carried at amortised cost using the

) effective interest methQ_d, less any identified impairment losses (see accounting policy on impairment
- Io_ss on financial assets b'él,ow).

e
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Significant Accounting Policies (continued)
Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets

Available-for-sale financial assets (“AFS”) are non-derivatives that are either designated or not classified
as financial assets at fair value through profit or loss (“FVTPL”), loans and receivables or held-to-maturity
investments.

Equity and debt securities held by the Group that are classified as AFS and are traded in an active
market are measured at fair value at the end of each reporting period. Changes in the carrying amount
of available-for-sale monetary financial assets relating to interest income calculated using the effective
interest method and dividends on available-for-sale equity investments are recognised in profit or loss.
Other changes in the carrying amount of available-for-sale financial assets are recognised in other
comprehensive income and accumulated under the reserves. When the investment is disposed of or
is determined to be impaired, the cumulative gain or loss previously accumulated in the investments
revaluation reserve is reclassified to profit or loss (see the accounting policy in respect of impairment loss
on financial assets below).

Dividends on available-for-sale equity instruments are recognised in profit or loss when the Group’s right
to receive the dividends is established.

AFS equity investments that do not have a quoted market price in an active market and whose fair value
cannot be reliably measured and derivatives that are linked to and must be settled by delivery of such
unquoted equity investments are measured at cost less any identified impairment losses at the end of
each reporting period (see the accounting policy in respect of impairment loss on! financial assets below).

Impairment loss on financial assets \

i
1

%

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of
each reporting period. Financial assets are considered to be impaired when 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.
S S
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

4.

Significant Accounting Policies (continued)
Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets (Continued)

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.

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

° significant financial difficulty of the issuer or counterparty; or

o breach of contract, such as default or delinquency in interest or principal payments; or

° it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or
° the disappearance of an active market for that financial asset because of financial difficulties.

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be
impaired individually are subsequently assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of trade receivables could include the Group’s past experience of collecting
payments, an increase in the number of delayed payments in the portfolio past the average credit period
of 90 to 540 days, observable changes in national or local economic conditions that correlate with
default on receivables.

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

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets wuth the excep’uon of trade recelvables and deposits and other receivables, where the carrying
amount is reduced through the use. of'an allowaﬂéé';ccount Changes in the carrying amount of the
allowance account are recog_r_us/d in profitor loss. When a trade receivable or deposit and other
receivable-"is considered uncolleoti’b'l-e,. itis written off against the allowance account. Subsequent
recoveries bf amounts previously written off are credited to profit or loss.

When an available-for-sale financial asset is considered to be impaired, cumulative gains or losses
previously recognised in other comprehensive income are reclassified to profit or loss in the period in
which the impairment tak‘es place.

AT ! i I
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4. Significant Accounting Policies continued)
Financial instruments (Continued)
Financial assets (Continued)
Impairment loss on 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.

Impairment losses on available-for-sale equity investments will not be reversed through profit or loss. Any
increase in fair value subsequent to an impairment loss is recognised directly in other comprehensive
income and accumulated in investment revaluation reserve. For available-for-sale debt investments,
impairment losses are subsequently reversed through profit or loss if an increase in the fair value of the
investment can be objectively related to an event occurring after the recognition of the impairment loss.

Financial liabilities and equity instruments

Debt 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 Company are recognised at the proceeds
\

i
1

received, net of direct issue costs.

4
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Effective interest method

The effective interest method is a method of calculatlng the amortised cost of a financial liability and of

allocating interest expense over the relevé\f‘ penod The ‘effective interest rate is the rate that exactly

discounts estimated future cash payments (including all fees pa\d-o__r received that form an integral part of

the effective interest rate, transaction costs and other-pre_rﬁiljms, or discounts) througﬁ_the expected life ="
of the financial liability, or, where appropriate, a shorter peri'éd.- : - '

Interest expense is recognised on an effective interest basis.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

4.

Significant Accounting Policies (continued)
Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
Other financial liabilities

Other financial liabilities including trade and other payables, amounts due to directors/related
companies/non-controlling interests/associates and bank and other borrowings are subsequently
measured at amortised cost, using the effective interest method.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due in
accordance with the original or modified terms of a debt instrument.

A financial guarantee contract issued by the Group and not designated as at fair value through profit or
loss is recognised initially at its fair value less transaction costs that are directly attributable to the issue
of the financial guarantee contract. Subsequent to initial recognition, the Group measures the financial
guarantee contract at the higher of: (i) the amount of obligation under the contract, as determined in
accordance with HKAS 37 Provisions, Contingent Liabilities and Contingent Assets; and (i) the amount
initially recognised less, when appropriate, cumulative amortisation recognised in accordance with the
revenue recognition policy.

Derecognition

The Group derecognises a financial asset only when the contractual rights to the cash flows from
the asset expirg, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of trﬁe asset to another entity. If the Group neither transfers nor retains substantially all the
risks and rewérds 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 ﬁnanojal asset and also-recognises a collateralised borrowing for the

".'

proceeds received. A e

/ y __:"

On dereooénition of a financial ass‘e't'in. its-entirety, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable and the cumulative gain or loss that had been
recognised in other comprfaheh'sive income and accumulated in equity is recognised in profit or loss.
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Significant Accounting Policies (continued)
Financial instruments (Continued)
Derecognition (Continued)

On derecognition of a financial asset other than in its entirety, the Group allocates the previous carrying
amount of the financial asset between the part it continues to recognise, and the part it no longer
recognises on the basis of the relative fair values of those parts on the date of the transfer. The difference
between the carrying amount allocated to the part that is no longer recognised and the sum of the
consideration received for the part no longer recognised and any cumulative gain or loss allocated to it
that had been recognised in other comprehensive income is recognised in profit or loss. A cumulative
gain or loss that had been recognised in other comprehensive income is allocated between the part
that continues to be recognised and the part that is no longer recognised on the basis of the relative fair
values of those parts.

The Group are derecognised financial liabilities when, and only when, the Group’s obligation are
discharged, cancelled or expires. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in profit or loss.

Impairment losses on tangible assets and intangible assets other than goodwill (see
accounting policy in respect of goodwill above)

At the end of the reporting period, the Group reviews the carrying amounts of its tangible and intangible
assets with finite useful lives 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

generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be

recoverable amount of an individual asset, the Group estimates the recoverabile amount of the cash-
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 an‘d consistent allocation

basis can be identified.

Intangible assets not yet available for use are tested for impairment at least annually, and whenever there
is an indication that they may be impaired.

—

—

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 te.their present value using a pré?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 adjustéd.
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Notes to the Consolidated Financial Statements
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4. Significant Accounting Policies continued)

Impairment losses on tangible assets and intangible assets other than goodwill (see
accounting policy in respect of goodwill above) (Continued)

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

1

Critical Accounting Judgements and Key Sources of Estimation
Uncertainty

In the application of the Group’s accounting policies, which are described in note 4, 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.

Critical judgements in applying the entity's accounting policies
f

!

The following;are the critical judgements, apart from those involving estimation (see below), that the
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directors of the company have made in the process of applying the entity’s accounting policies and that
have the most significant effect on the amounts recognised in consolidated financial statements.
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Critical Accounting Judgements and Key Sources of Estimation
Uncertainty continued)

Critical judgements in applying the entity's accounting policies (Continued)
Judgement on assets and liabilities of a disposal company classified as held for sale

As explained in note 33, the board of directors of the Company resolved to dispose of 60% of equity
interests of a subsidiary on 12 December 2012 which is subject to the approval of shareholders at the
special general meeting on 18 February 2013. Condition of classification of assets/liabilities held for
sale is regarded as met only when the sale is highly probable and the non-current asset (or disposal
group) is available for immediate sale in its present condition. As at 31 December 2012, the assets
and liabilities of the subsidiary had been classified as assets/liabilities held for sale as taking into
account of the majority shareholding of the Company held by the chairman of the board of directors of
the Company, the directors of the Company believed that the disposal of subsidiary will be approved
by the shareholders in the coming special general meeting after year end date. As at 31 December
2012, the carrying amounts of assets and liabilities of a disposal company classified as held for sale is
approximately RMB322,017,000 and RMB21,476,000 respectively.

Going concern and liguidity

As explained in note 2, the consolidated financial statements have been prepared on a going concern
basis and do not included any adjustments that would be required should the Group fail to continue
as a going concern since the directors of the Company are satisfied that the liquidity of the Group can
be maintained in the coming year taking into the considerations as detailed in note 2. The directors of
the Company also believe that the Group will have sufficient cash resources to satisfy its future working
capital and other financing requirements for the next twelve months from 31 December 2012.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key \souroes of estimation
uncertainty at the end of the reporting period, that have a significant risk o‘t causing a material

adjustment to the carrying amounts of assets and liabilities within the next financial year.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Critical Accounting Judgements and Key Sources of Estimation
Uncertainty continued)

Key sources of estimation uncertainty (Continued)

Estimated impairment on 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 2012, the carrying amount of goodwill is
RMB29,012,000 (net of accumulated impairment loss of RMB4,193,000) (31 December 2011: the
carrying amount of goodwill is RMB29,012,000, net of accumulated impairment loss of RMB4,193,000).
Details of the recoverable amount calculation are disclosed in note 20.

Valuation of property, plant and equipments

The best evidence of fair value is current prices in an active market for similar property, plant and
equipments. In the absence of such information, the Group determines the amount within a range of
reasonable fair values estimated. In making its estimates, the Group considers the information from the
valuations of property, plant and equipments performed by external professional valuers by using the
depreciated replacement cost approach and market approach. Had the Group used different valuation
techniques, the fair value of the property, plant and equipments would be different and thus may have an
impact to the consolidated statement of comprehensive income.

Income tax

As at 31 December 2012, no deferred tax asset has been recognised on the tax losses of
RMB146,494,000 (2011: RMB74,650,000) due to the unpredictability of future profit streams. The
realisability of the deferred tax asset 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 less than expected, a material reversal of deferred tax assets may arise, which would be recognised
in profit or loss for the period in which such a reversal takes place.
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5. Critical Accounting Judgements and Key Sources of Estimation
Uncertainty continued)

Key sources of estimation uncertainty (Continued)
Estimated impairment on trade and other receivables

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 (i.e.
the effective interest rate computed at initial recognition). Where the actual future cash flows are less
than expected, a material impairment loss may arise. As at 31 December 2012, the carrying amount of
trade receivables is RMB1,793,437,000 (net of allowance for doubtful debts of RMB138,645,000) (2011:
carrying amount of RMB1,554,645,000, net of allowance for doubtful debts of RMB121,205,000). As at
31 December 2012, the carrying amount of other receivable is RMB271,526,000 (net of allowance for
doubtful debts of RMB34,019,000) (2011: carrying amount of RMB217,819,000, net of allowance for
doubtful debts of RMB19,913,000).

Fair value of financial guarantee

The fair values of financial guarantee that are measured using default analysis based on the valuation
performed by independent professional valuers. In determining the fair value, the valuers have based
on a method of valuation where the main assumptions the probability of default by the specified
counterparty extrapolated from market-based credit information and the amount of loss, given the
default. When relying on the valuation report, the directors of the Company have exercised their
judgement and are satisfied that the assumptions used in the valuation reflect market condition.
Changes to these assumptions would result in changes in the fair values of the Group’s financial
guarantee and the corresponding adjustments to the amount of liability reported in the consolidated
statement of financial position.

Allowance for obsolete inventories \
As at 31 December 2012, the carrying amount of inventories are RMB638,904,000 (2011:

RMB515,249,000), net of accumulated allowance for obsolete inventories of RMB22,199,000 (2011:
RMB16,243,000). The management of the Group reviews an aging analysis at the end of each reporting
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period, and makes allowance for obséTéte-an_d slow-moving inventory items and for price reduction in
the market prices. The management estimates ‘tﬁé'net, realiééblq value for inventories based primarily on
the latest invoice prices and current market conditions. .Th'e G_.roUp carries out an inventory review on a -
product-by-product basis at the end of each reporting' period and makes allowance for obsolete items.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

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 shareholders through the optimisation of the debt and equity
balance. The Group’s overall strategies remain unchanged from prior year.

The capital structure of the Group consists of net debt, which includes the borrowing disclosed in note
35, cash and cash equivalents and equity attributable to owners of the Company, comprising issued
share capital and reserves.

The directors of the Company review the capital structure periodically. As part of this review, the
directors of the Company consider the cost of capital and the risks associated with each class of
capital. Based on recommendations of the directors of the Company, the Group will balance its overall
capital structure through adjusting the new share issues, share buy-back and the issue of new debt or
the redemption of existing debt or sell assets to reduce debt. The Group has targeted to maintain the
net debt-to-equity ratio below 200%. At 31 December 2012, net debt-to-equity ratio has exceeded the
target range. The directors of the Company has subsequently disposed of a subsidiary to lower the
debt-to-equity ratio. Details are set out in note 33.

The net debt-to-adjusted capital ratio at 31 December 2012 and 2011 are as follows:

2012 2011
RMB’000 RMB’000
Trade and other payables 1,718,013 1,386,056
Amounts due to directors, related companies,
non-controlling interests and associates 668,038 652,511
Bank and other borrowings 1,563,382 1,355,759
Total debts 3,949,433 3,394,326
Less: Pledged pank deposits (284,747) (274,625)
Bank balances'and cash (392,154) (4083,247)
Net debts 3,272,532 2,716,454
Total equity A = 1,637,452 1,689,430
“ o

Net debt-to-adjusted capital ratio ’ 200% 161%
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For the year ended 31 December 2012

7. Financial Instruments

(a)

(b)

Categories of financial instruments

2012 2011
RMB’000 RMB’000
Financial assets
Available-for-sale investments 1,500 -
Loans and receivables (including cash and
cash equivalents) 2,781,473 2,668,233
Financial liabilities
Financial liabilities at amortised cost 3,886,753 3,307,531

Financial risk management objectives and policies

The Group’s major financial instruments include trade and other receivables, available-for-sale
investments, amounts due from (to) directors, amounts due from (to) related companies, amounts
due from (to) non-controlling interests, amounts due from (to) associates, pledged bank deposits,
bank balances and cash, trade and other payables, and bank and other borrowings. Details of the
financial instruments are disclosed in respective notes. The risks associated with these financial
instruments include market risks (currency risk and interest rate risk), credit risk and liquidity
risk. The policies on how to mitigate these risks are set out below. The management manages
and monitors these exposures to ensure appropriate measures are implemented on a timely and
effective manner.

Market risk
Currency risk \

The majority of bank balances and cash and bank and other borrowings. of the Group are
denominated in foreign currencies which expose the Group to currency risk. The Group did
not have a foreign currency he‘a‘g‘rng\pollcy as at ,t_rje end of the reporting period. However, the
management monitors foreign exohange exposure ahd\wnl consider hedging S|gn|f|oant foreign
currency exposure should the need arise. :
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

7.

Financial Instruments (continueq)

(b)

Financial risk management objectives and policies (Continued)
Market risk (Continued)
Currency risk (Continued)

At 31 December 2012, the carrying amounts of the Group’s foreign currency denominated
monetary assets and monetary liabilities at the respective closing rates, are as follows:

2012 2011
Monetary Monetary Net Monetary Monetary Net
assets liabilities exposure assets liabilities exposure
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000 RMB'000
Hong Kong Dollar (‘HK$") 14,916 - 14,916 11,409 - 11,409
United States Dollar
("US$) 169,858 (176,307) (6,449) 82,319 (278,215) (195,896)

The Group is mainly exposed to HK$ and US$.

The following table details the Group’s sensitivity analysis to a 10% (2011: 10%) increase or
decrease in RMB against the relevant foreign currencies. 10% (2011: 10%) is the sensitivity rate
used when reporting foreign currency risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated monetary items and
adjusts their translation at the end of the reporting period for a 10% (2011: 10%) change in
foreign currency rates. A positive number below indicates a decrease in loss after tax/an increase
in profit after tax where RMB strengthens 10% (2011: 10%) against the relevant currencies. For
a 10% (2011: 10%) weakening of RMB against the relevant currencies, there would be an equal
and opposite impact on the result after tax and accumulated profits, and the balances below

would be negative.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

7. Financial Instruments (Continued)

(b)

Financial risk management objectives and policies (Continued)
Market risk (Continued)
Currency risk (Continued)

Effect on loss/profit after tax:

2012 2011
RMB’000 RMB’000
HKS (1,268) (970)
us$ 548 16,651
(720) 15,681

Interest rate risk

The Group’s exposure to changes in interest rates is mainly attributable to its pledged bank
deposits, bank balances and cash, and bank and other borrowings. Bank and other borrowings
at variable rates expose the Group to cash flow interest-rate risk, and those at fixed rates
expose the Group to fair value interest-rate risk. As at 31 December 2012, approximately
RMB990,282,000 (2011: RMB972,659,000) of the Group’s bank and other borrowings were
at variable rates. The interest rates and maturities of the Group’s pledged bank deposits, bank
balances and cash, and bank and other borrowings are disclosed in| notes 31, 32 and 35
respectively.

To mitigate the impact of interest rate fluctuations, the Group continually assesses and monitors
the exposure to interest rate risk. A

As at 31 December 2012, if the interest rate on variable- rate- borrowings héd been 100 basis
points (2011: 100 basis points \ﬁTghe\and all othe__\varlables held constant, the Group’s loss for
the year ended 31 December 2012 Woulb‘ﬂnqrease by\MBS 417,000 (2011: profit for the year

decreased by RMB8,267,000). This is mainly attrlbutable to ‘the Group’s exposure to interest rates.

~—

on its bank borrowings.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

7.

Financial Instruments (continueq)

(b)

Financial risk management objectives and policies (Continued)
Credit risk

The carrying amounts of trade and other receivables (except for prepayments to suppliers),
amounts due from directors, amounts due from related companies, amounts due from associates,
amounts due from non-controlling interests, pledged bank deposits and bank balances represent
the Group’s maximum exposure to credit risk in relation to financial assets. The Group has
policies in place to ensure that services are rendered and products are sold to customers with
appropriate credit history and the Group performs periodic assessment on the credit quality of the
customers, taking into account its financial position, past experience and other factors. Normally
the Group does not hold any collateral as security. The directors of the Company consider the
Group does not have a significant concentration of credit risk.

The credit risk on bank balances is limited because the pledged bank deposits and bank
balances are maintained with state-owned banks or other creditworthy financial institutions in the
PRC and overseas.

Amounts due from directors, related companies, non-controlling interests, associates and
directors are regularly reviewed and settled.

The credit risk on financial guarantee given by the Group is limited as the guarantees are
enterprises with strong financial position as at 31 December 2012 and 2011.

The counterparties of the Group are mainly in the PRC. However, the credit risk on geographical
locations is limited as the counterparties are spread over among different cities and provinces in
the PRC as at 31 December 2012 and 2011.

The Group has concentration of credit risk as 26% (31 December 2011: 23%) of the total trade
receivables was due from the Group’s largest customer within the sealed lead acid batteries and
related batteries, lithium-ion batteries and nickel batteries business segment.

Liquidity jiSk

Prudent ;iiquidity risk management includes maintaining sufficient cash and the availability of
funding through an adequate amount of committed credit facilities. Due to the dynamic nature
of the underlying business, the Group aims to maintain a reasonable level of cash and cash
equivalents and flexibility in funding by keeping committed credit lines available.

Due to the capital intensive nature of the Group’s business, the Group ensures that it maintains
sufficient cash and credit lines to-meet its Iigw&ty"r_equirements. The Group finances its working
capital requirements through-a Combjnafl'c;n of funds generated from operations and bank and
other borrowings. < )

The following table details the Group’s remaining contractual maturity for its non-derivative
financial liabilities. 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.
Specifically, bank loans with a repayment on demand clause are included in the earliest time band
regardless of the probability of the banks choosing to exercise their rights. The maturity dates for
other non-derivative financial liabilities are based on the agreed repayment dates.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

7. Financial Instruments (Continued)
(b) Financial risk management objectives and policies (Continued)
Liquidity risk (Continued)
The table includes both interest and principal cash flows. To the extent that interest flows are

floating rate, the undiscounted amount is calculated by interest rate curve at the end of the
reporting period.

On demand Total
or within undiscounted Carrying
1 year cash flows amount

RMB’000 RMB’000 RMB’000 a
At 31 December 2012 g
g
Trade and other payables 1,655,333 1,655,333 1,655,333 E
Amounts due to directors 2,722 2,722 2,722 g
Amounts due to related companies 61,188 61,188 61,188 éi
Amounts due to non-controlling interests 3,747 3,747 3,747 5’
Amounts due to associates 600,381 600,381 600,381 Ei
Bank and other borrowings 1,437,048 1,437,048 1,395,300 ng_:
Bank and other borrowings that are not g
repayable within one year from the end 'E
of the reporting period but contain a %
repayment on demand clause (shown ?
under current liabilities) 172,292 172,292 168,082 >
Financial guarantee contracts (note 47) 178,928 178,928 - g
4,111,639 4,111,639 3,886,753 S
2
o
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For the year ended 31 December 2012

7. Financial Instruments (Continued)
(b) Financial risk management objectives and policies (Continued)

Liquidity risk (Continued)

On demand Total
or within  undiscounted Carrying
1 year cash flows amount
RMB’000 RMB’000 RMB’000
At 31 December 2011
Trade and other payables 1,299,261 1,299,261 1,299,261
@ Amounts due to directors 2,747 2,747 2,747
§ Amounts due to related companies 54,349 54,349 54,349
§ Amounts due to non-controlling interests 21,667 21,567 21,567
% Amounts due to associates 573,848 573,848 573,848
g Bank and other borrowings 1,130,208 1,130,208 1,094,600
§_ Bank and other borrowings that
% are not repayable within one year
% from the end of the reporting period
n% but contain a repayment on demand
59 clause (shown under current liabilities) 267,803 267,803 261,159
’fi Financial guarantee contracts (note 47) 100,000 100,000 -
N 3,449,783 3449783 3,307,531
: !
2
o
;f Bank bo;rovvings with a repayment on demand clause are included in the “on demand or less
i~ than 1 y'ear” time band in the above maturity analysis. As at 31 December 2012, the aggregate
E undiscounted principal amounts of these bank loans amounted to RMB168,082,000 (2011:

RMB2'61 159,000). Taking into account the Group’s financial position, the directors of the
Company do not believe that it is probable that the banks will exercise their discretionary rights to
demand immediate repayment The dlreotora_ef'tﬁ/l e Company believe that such bank borrowings
will be repaid six years after/t*ne report-mg g date in accordance with the scheduled repayment dates
set out in the loan agreemenis At that time, the aggregate principal and interest cash outflows

will amount to RMB188 260 000 (2011 RMB290,758,000).
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Financial Instruments (continueq)

(b)

(c)

Financial risk management objectives and policies (Continued)
Liquidity risk (Continued)

The amounts included above for financial guarantee contracts are the maximum amounts the
Group could be required to settle under the arrangement for the full guaranteed amount if that
amount is claimed by the counterparty to the guarantee. Based on expectations at the end of the
reporting period, the Group considers that it is more likely than not that no amount will be payable
under the arrangement. However, this estimate is subject to change depending on the probability
of the counterparty claiming under the guarantee which is a function of the likelihood that the
financial receivables held by the counterparty which are guaranteed suffer credit losses.

The amounts included above for variable interest rate instruments for non-derivative financial
liabilities is subject to change if changes in variable interest rates differ to those estimates of
interest rates determined at the end of the reporting period.

Fair value
The fair value of financial assets and financial liabilities are determined as follows:

° the fair value of financial guarantee contracts is determined using default analysis
where the main assumptions are the probability of default by the specified counterparty
extrapolated from market-based credit information and the amount of loss, given the
default;

° the fair value of other financial assets and financial liabilities (excluding derivative
instruments) is determined in accordance with generally accepted pricing models based on
discounted cash flow analysis; and

i
° the fair value of available-for-sale investment is determined in accordance with generally

accepted pricing models based on discounted cash flow analysis.
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7. Financial Instruments (Continued)
(c) Fair value (Continued)

The following table provides an analysis of financial instruments that are measured subsequent
to initial recognition at fair value, grouped into level 1 to 3 based on the degree to which the fair
value is observable.

o Level 1 fair value measurements are those derived from quoted prices (unadjusted) in
active market for identical assets or liabilities.

o Level 2 fair values measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

o Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

Level 2
2012 2011
RMB’000 RMB’000
Available-for-sale investment
Unlisted investment in funds 1,500 -

During the year, there were no transfers between instruments in Level 1 and Level 2.

The carrying amounts of financial assets and financial liabilities that are current in nature reported
in the consolidated statement of financial position of the Group approximate their fair values due
to their' immediate or short-term maturities.
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The directors of the Company consider the carrying amounts of bank and other borrowings

_abproxima’te their fair valuesyxe' impactngisCSJnting is not significant.
o -

-
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Revenue

Revenue represents revenue arising from sales of sealed lead acid batteries and related accessories,
sales of lithium-ion batteries, sales of nickel batteries and others, net of sales related tax where
applicable. An analysis of the Group’s revenue for the year is as follows:

2012 2011
RMB’000 RMB’000
Revenue comprises:

— Sealed lead acid batteries and related accessories 1,201,600 1,487,134
— Lithium-ion batteries 1,084,282 704,999
— Nickel batteries 154,809 151,004
— Others 234,453 140,912
2,675,144 2,484,049

Segment Information
Information reported to the board of directors of the Group, being the chief operating decision maker, for
the purposes of resource allocation and assessment of segment performance focuses on types of goods

or services delivered or provided.

For management purposes, the Group is currently organised into three major reporting divisions — sealed
lead acid batteries and related accessories, lithium-ion batteries and nickel batteries.

Principal activities are as follows:

Sealed lead acid batteries and manufacture and sale of sealed lead acid batteries and related

related accessories accessories \

%

Lithium-ion batteries manufacture and sale of lithium-ion batteries._

Nickel batteries

‘ﬁﬂaaggcture and@gle of nickel batteries:
4 o

e

-

Others

automation'éystem,"r'notor vehicle, pharmaceutical products
and mining (none of-which are of a sufficient size to be
reported separately)

F

Inter-segment sales transactions are charged at prevailing market rates.

manufacture and 'saLe_ of 'signal strength systerhs, electric and.
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9. Segment Information (continued)
(a) Segment revenue and results

The following is an analysis of the Group’s revenue and results by reportable and operating
segment:

For the year ended 31 December 2012

Sealed lead
acid batteries
and related Lithium-ion Nickel
accessories batteries batteries Others Elimination Consolidated

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Revenue
External sales 1,201,600 1,084,282 154,809 234,453 - 2,675,144
Inter-segment sales 27,049 6,266 4,836 4,836 (42,987) -
Segment revenue 1,228,649 1,090,548 159,645 239,289 (42,987) 2,675,144
Segment (loss) profit (56,911) 36,500 893 (31,558) - (51,076)

Unallocated operating
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income and expenses (2,641)
Interest income 15,751
Finance costs (97,260)
Share of results of

associates 109,935
Loss before tax (25,291)

'I
J
)
™
._F_,.- ,__-—-"’
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9. Segment Information (continued)
(a) Segment revenue and results (Continued)
For the year ended 31 December 2011

Sealed lead
acid batteries

and related Lithium-ion Nickel
accessories batteries batteries Others Elimination ~ Consolidated
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
Revenue
External sales 1,487,134 704,999 151,004 140,912 - 2,484,049
Inter-segment sales 475 6,878 14,618 20,513 (42,484) -
Segment revenue 1,487,609 711,877 165,622 161,425 (42,484) 2,484,049
Segment profit (loss) 52,753 33,815 580 (37,625 - 49,523
Unallocated operating
income and expenses 16,712
Interest income 6,301
Finance costs (80,482)
Share of results of
associates 103,280

Profit before tax 95,334

\

\

The accounting policies of the operating and reportable segments are the 'same as the Group’s
1

accounting policies described in note 4.

Y

Segment profit (loss) represents the profit (loss) from each segrﬁent without allocation of central
administration costs, directors’ emoluments, other. income, interest income, finance costs and
share of results of associates. This is the \asure repo d to the chief operatrng decision maker

for the purposes of resource allocation and performahse assessment W
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

9. Segment Information (continued)
(b) Segment assets and liabilities

As at 31 December 2012

Sealed lead
acid batteries

and related Lithium-ion Nickel
accessories batteries batteries Others  Consolidated
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ASSETS
Segment assets 2,256,802 1,533,156 104,488 729,817 4,624,263
Interests in associates 309,316
Unallocated assets 771,675
Consolidated assets 5,705,254
LIABILITIES
Segment liabilities 1,108,994 979,091 85,375 195,481 2,368,941
Unallocated liabilities 1,698,861
Consolidated liabilities 4,067,802
I
..'
i
o
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9. Segment Information (continued)
(b) Segment assets and liabilities (Continued)

As at 31 December 2011

Sealed lead
acid batteries

and related Lithium-ion Nickel
accessories batteries batteries Others Consolidated
RMB'000 RMB'000 RMB'000 RMB’000 RMB’000
ASSETS

Segment assets 2,281,530 1,029,880 127,002 674,195 4,112,607
Interests in associates 242,349 o
Unallocated assets 823,728 &
.
S
Consolidated assets 5,178,684 3
8
LIABILITIES 2
Segment liabilities 1,078,748 697,031 104,771 155,867 2,031,417 §
z
[|)]
Unallocated liabilities 1,457,837 g
c
3
Consolidated liabilities 3,489,254 =3
————————— o
| .
>
3
For the purpose of monitoring segment performances and allocati resources between s
segments: %‘E’
\ 9
\ ~
o all assets are allocated to operating and reportable segments otﬁ_gr than interests in %

associates, deferred tax assets, available-for-sale investments, pledé\_ed bank deposits,

bank balances and cash and other corporate assets; and "
S L

. e 8
o all liabilities are allocated to operaﬁg\ao_qbpcmgble segments other than tax payables,
bank and other borrowings, deferred téX‘liaBi[‘rties_ and other corporate liabilities. -

—
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9. Segment Information (continued)
(c) Other segment information

For the year ended 31 December 2012

Sealed lead
acid batteries
and related Lithium-ion Nickel
accessories batteries batteries Others  Unallocated Consolidated

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Amounts included
in the measure of
segment profit or loss
or segment assets:

Capital additions 48,826 127,742 1,555 73,023 - 251,146
Depreciation and

amortisation 32,014 39,517 2,174 7,081 54 80,840
Allowance for inventories 6,800 - - 421 - 7,221
Reversal of allowance for

inventories - - - (1,265) - (1,265)

Impairment loss recognised
on trade and other
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receivables 14,737 13,471 80 11,165 - 39,453
Reversal of impairment loss

recognised on trade and

other receivables - - - (7,505) - (7,505)
Gain on disposals of

property, plant and

equipment (5,361) - (4) (110) - (5,475)
Government Jrants (5,280) (21,246) (1,171) (2,610) - (30,307)

Jlll

Amounts regularly provided

to the chief operating

decision maker but not

included in the measure

of segment profit or

loss or segment assets:
Interest income 8,088 821 399 146 6,297 15,751
Finance costs (61,266) (31,350) (1,263) (407) (2,974) (97,260)
Income tax expense (1,708) (4,891) (104) (337) - (7,040)
Interests in associates - - - - - 309,316 309,316
Share of results of

associates - - - - 109,935 109,935
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Segment Information continued)

(c)

Other segment information (Continued)

For the year ended 31 December 2011

Sealed lead
acid batteries
and related Lithium-ion Nickel
accessories batteries batteries Others Unallocated ~ Consolidated
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Amounts included
in the measure of
segment profit or loss or
segment assets:
Capital additions 100,928 84,714 1,756 159,103 - 346,501
Depreciation and
amortisation 30,359 34,491 2,211 7,579 49 74,689
Impairment loss recognised
on mining right - - - 8,800 - 8,800

Impairment loss recognised

on trade and other

receivables 2,700 - 2,136 10,675 2,179 17,690
Reversal of impairment loss

recognised on trade and

other receivables (14,844) (1,942) (158) (5,170) - (22,114)
Loss on disposals of

property, plant and

equipment - - - 818 - 818
Government grants - (5,315) (408) (1,169) - (6,892

Amounts regularly provided
to the chief operating
decision maker but not
included in the measure \
of segment profit or \
loss or segment assets:

2102 Modayjenuuy e« pajwi]dnoin jeuoryeusaiu] ibojouyda] ybuso) @

Interest income 3,636 269 202 o141 2,053 6,301

Finance costs (62,153}‘\(11;,170) . (1,403 (1,280) . (4,476) (80,482)
Income tax expense (2,293) «36@)\ wl (2,288) ' N - (11,981)
Interests in associates - e B - 242,349 242,349
Share of results of N R ~—— "

associates - - e - e 108,280 103,280

Note: Additions to non-current assets for the year ended 31 December 2011 included additions resulting <
from acquisition through business combination ounting to/R)(é_ZQ,Q‘M,OOO (2012: nil). e ::,_
J “ i . " P s -
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9.

Segment Information (continued)

(d)

(e)

Geographical segment

The Group operates in two principal geographical areas: the PRC (country of domicile) and
Russia.

The Group’s revenue from external customers is presented based on the location of the
operations and information about its non-current assets is presented based on the geographical
location of the assets as detailed below:

Revenue from external

customers Non-current assets
2012 2011 2012 2011
RMB’000 RMB’000 RMB’000 RMB’000
The PRC 2,227,990 2,018,912 1,442,525 1,451,702
Russia 100,219 221,303 195,743 280,790
Other countries 346,935 243,834 146,494 91,916
2,675,144 2,484,049 1,784,762 1,824,408

Non-current assets exclude amount due from non-controlling interests, other receivables and
deferred tax assets.

Information about major customers

Revenues from customers of the corresponding years contributing over 10% of the total sales of
the Group are as follows:

!
r

/ 2012 2011

RMB’000 RMB’000

Customer A , - 407,093 360,187
F .__-' ’_‘,-r'"

The above revenue was from the segments of sealed lead acid batteries and related accessories,

lithium-ion batteries and nickel batteries.
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10. OtherIncome

2012 2011
RMB’000 RMB’000
Bank interest income 9,660 5,063
Gain on disposal of property, plant and equipment 5,475 -
Surplus arising on revaluation of property,
plant and equipment - 348
Imputed interest income on amount due
from a non-controlling interest 6,091 1,238
Reversal of impairment loss recognised on trade and
other receivables 7,505 22,114
Government grants related to expenses and recognised
as income (Note) 28,072 4,657
Amortisation of government grants (note 39) 2,235 2,235
Sundry income 8,515 5,350
67,553 41,005

Note: Government grants related to expenses recognised as other income are awarded to the Group by the PRC
government as incentives primarily to encourage the development of the Group and the contribution to the
local economic development. 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.

11. Finance Costs
l

2T0Z 1odayjenuuy e palwi]dnoun jeuolieulalul Abojouyda] ybyso) @

2012 2011
RMB’000 RMB’000
Interest on bank borrowings wholly repayable within five years 97,510 92,496
Interest on other borrowings wholly repayable within one year 1,705 94

Less: borrowing costs capitalised at a rate of 2.93% '
(2011: 3.65%) per annum H‘“\‘“H o (1,955) N (12,108)

- 1y o
e 1

97,260 . 80,482




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

12. Income Tax Expense

2012 2011
RMB’000 RMB’'000
Current tax:
PRC Enterprise Income Tax 14,355 14,758
Other jurisdictions - 569
14,355 15,327
Under provision in prior years:
PRC Enterprise Income Tax 237 307
Deferred tax (note 38)
Current year (7,552) (3,653)
7,040 11,981

No provision for Hong Kong Profits Tax has been made in the consolidated financial statements as the
Group did not generate any assessable profit arising from Hong Kong for both years.

Income tax on the overseas profits has been calculated on the estimated assessable profit for both years
at the rates of taxation prevailing in the overseas countries in which the Group operates.

Pursuant to the relevant laws and regulations in the PRC, one of the Group’s PRC subsidiaries is
exempted from PRC income tax for two years starting from their first profit-making year, followed by
a 50% reduction for the next three years, the tax benefit has been expired during the year ended 31

December 201F , there is no tax exemption for the year ended 31 December 2012 and the tax rate
has been ohagﬁged from 12.5% to 25%. During the year ended 31 December 2012 and 2011, certain
subsidiaries of the Group were recognised as high technology enterprise and obtained a preferential tax
rate of 15%.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

12. Income Tax Expense (Continued)

The amount of income tax expense charged to the consolidated statement of comprehensive income

represents:

2012 2011
RMB’000 RMB’000
(Loss) profit before tax (25,291) 95,334
Tax at the applicable income tax rate at 15% (2011: 15%) (3,794) 14,300
Tax effect of share of results of associates (16,490) (15,492)
Tax effect of income not taxable (2,106) (1,466)
Tax effect of expenses not deductible 9,410 12,656
Under provision in respect of prior years 237 307
Tax effect of tax losses not recognised 22,509 6,137
Tax effect of deductible temporary difference not recognised 9,270 -
Tax effect of income subject to tax holidays - (174)
Tax effect of recognised withholding tax - (1,655)

Effect of different tax rates of subsidiaries operate in
other jurisdictions (11,996) (2,632)
Tax charge for the year 7,040 11,981

Details of deferred tax are set out in note 38.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

13. (Loss]) Profit for the Year

The Group’s (loss) profit for the year has been arrived at after charging (crediting):

2012 2011
RMB’000 RMB’'000
Directors’ emoluments 1,417 1,352
Retirement benefit scheme contributions
(excluding contributions for directors) 24,436 20,213
Other staff costs 316,564 266,428
Total employee benefit expenses 342,417 287,993
Amortisation of prepaid lease payments 3,177 3,089
g Depreciation of property, plant and equipment 77,568 71,145
Es Amortisation of other intangible assets
g (included in administrative expenses and cost of sales) 95 455
s
g Total depreciation and amortisation 80,840 74,689
% Net foreign exchange losses 11,627 1,354
Eg’ Auditor’s remuneration 1,810 1,579
g Abnormal loss on inventories (included in administrative
5 expenses) 9,315 -
r;r{ Deficit arising on revaluation of property, plant and equipment 225 -
. Research and development costs 17,703 11,967
> Rental expenses 5,776 7,450
{,:i Loss on disposal of property, plant and equipment - 818
;r? Share of inoomgé tax expense from associates 24,490 29,095
% Impairment loss recognised on trade and other receivables 39,453 17,690
E Impairment loss recognised on mining right
(included in administrative expenses) (note 18) - 8,800
Allowance for inventories (included in cost of sales) 7,221 -
Reversal of allowance for inventories (!_Q_Giuded in 95>§L-ef'§aJIeS) (1,265) -

Cost of inventories recognised ag,érf éxpe_r;se-"' 2,322,666 2,059,321




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

14. Directors' and Chief Executive’s and Employees’ Emoluments
(a) Directors’' emoluments

The emoluments paid or payable to each of the 9 (2011: 9) directors and chief executive are as

follows:
Independent
Executive directors non-executive directors
Mr. Song Ms. Luo Mr. Li Mr.Xing  Mr. Zhang Mr. Liu Mr.Li  Dr Jiang Dr. Yin Mr. Xiao
Dian Quan  Ming Hua Ke Xue Kai LiMing XingQuan  ZengLin  Zhao Hua GePing  Jian Min Total
RMB'000 ~ RMB'000  RMB'000 ~ RMB'O00 ~ RMB'000  RMB'000 ~ RMB'O00  RMB'000  RMB'000  RMB'O00  RMB'000
(Note b) (Note a) (Note a)
2012
Fees - - - - - - - - - 18 18
Other emoluments:
Salaries and other benefits 260 252 236 190 291 120 - - - - 1,349 A
Retirement benefit scheme g
contributions 13 13 - 13 1 - - - - - 50 k=
=
2
Total emoluments 213 265 236 203 302 120 - - - 18 1,47 g’
o
<}
Q
2011 =
3
=
1
Fees - - - - - - - - - 18 18 =}
%)
Other emoluments: g.
Salaries and other benefits 240 282 216 180 297 120 - - - - 1,285 >
Retirement benefit scheme o
contrioutions 13 13 - 13 10 - - - - - 49 e
o
[
3
Total emoluments 253 245 216 193 307 120 - - - 18 1,362 g..'
o
= .
1
Note a: On 23 July 2012, Dr. Jiang Zhao Hua resigned and Dr. Yin Ge Ping have|been newly appointed as 2
Y]
independent non-executive directors. >
o
\ S
. . . . —
Note b: Ms. Luo Ming Hua is also the chief executive of the Company for the year engd 31 December 2012 N
(=Y
n

and her emoluments disclosed above include those for services rendered by her as chief executive.

No directors had waived any emoluments during the years ended 31 December 2012 and 2011.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

14. Directors’ and Chief Executive’s and Employees’ Emoluments (Continued)
(b) Employees’ emoluments
The five highest paid individuals of the Group included one (2011: one) directors of the Company,

details of whose emoluments are set out in (a) above. The emoluments of the remaining four
(2011: four) individuals are as follows:

2012 2011

RMB’000 RMB’000

Salaries and other benefits 2,192 2,252
Retirement benefit scheme contributions 45 50
2,237 2,302

The emoluments of the four (2011: four) individuals with the highest emoluments are within the
following bands:

2012 2011

Number of Number of

individuals individuals

Nil — HK$1,000,000 (equivalent to nil — RMB812,220) 3 3
HK$1,000,001 — HK$1,500,000 (equivalent to

RMB812,221 - RMB1,218,330) 1 1

/
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During _trhe years ended 31 December 2012 and 2011, no emoluments were paid by the Group
to any of the directors of the company or the five highest paid individuals (including directors and
employees) as an inducement to join or upon joining the Group or as compensation for loss of
office. ; 5 o




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

15. Dividend

No dividend was paid or proposed during the years ended 31 December 2012 and 2011, nor has any
dividend been proposed since the end of the reporting period.

16. (Loss) Earnings per Share
(a) Basic

The calculation of the basic (loss) earnings per share attributable to the owners of the Company is
based on the following data:

2012 2011

(Loss) profit for the year attributable to the owners of
the Company (RMB’000) (20,610) 87,669
Weighted average number of ordinary shares ('000) 374,180 374,180

(b) Diluted

Diluted (loss) earnings per share was the same as the basic (loss) earnings per share as there
were no potential dilutive ordinary shares outstanding during the years ended 31 December 2012
and 2011.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

17. Property, Plant and Equipment

Furniture,
fixtures
Leasehold Freehold Plant and and Motor  Construction
improvements land Buildings machinery equipment vehicles in progress Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 1 January 2011 5217 17,058 496,455 321,334 9,836 17,444 268,357 1,135,701
Exchange adjustments (12) (3,542) (5,720) (816) (567) (640) (35,247) (46,544)
Additions - - 4,995 80,427 7,399 1,436 155,930 250,187
Acquisition of subsidiary - - - 25,887 36 - - 25,923
Transfers - - 10,076 9,519 81 128 (19,799 -
Disposals - - - (4,726) (356) (2,459) - (7,541)
Disposal of a subsidiary - - - - 82 (452) (3,576) (4,110)
Revaluation - 2,321 (35,799 (44,136) (2,228) (709) - (80,551)

At 31 December 2011 and

1 January 2012 5,205 15,837 470,007 387,489 14,119 14,743 365,665 1,273,065
Exchange adjustments - (139) (185) (130) (56) 257 7,444 7,191
Additions - - - 129,915 6,525 3,440 111,256 251,136
Transfers - - 9,575 5,392 500 - (15,467) -
Disposals - - - (6,739) (255) (2,077) - (9,071)
Classified as held for sale - - - (1,257) (336) (4,772) (192,186) (198,551)
Revaluation - - 51,359 (95,581) (3,305) 923 - (46,604)
At 31 December 2012 5,205 15,698 530,756 419,089 17,192 12,514 276,712 1,277,166
Comprising:

At cost 5,205 - - - - - 276,712 281,917

At fair value - 15,698 530,756 419,089 17,192 12,514 - 995,249

5,205 15,698 530,756 419,089 17,192 12,514 276,712 1,277,166

[n
o
2
=
>
—
_|
D
[a]
=a
3
=X
o
Q
««
=3
—
m
=
3
Q
=
o
3
L
o
=
o
c
©
.
=
[0
(=8
o
>
3
3
c
L
o
m
=}
o
=
—
ny
o
=
n




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

17. Property, Plant and Equipment Continued)

Furniture,
Leasehold Freehold Plantand fixtures and Motor  Construction
improvements land Buildings machinery equipment vehicles in progress Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Accumulated

depreciation
At 1 January 2011 2,664 - - - - - - 2,664
Charge for the year 403 - 18,656 45,251 2,705 4,130 - 71,145
Eliminated on disposal - - - (3,895) (326) (1,746) - (5,967)
Disposal of a subsidiary - - - - (72) (226) - (298)
Eliminated on revaluation - - (18,656) (41,356) (2,307) (2,158) - (64,477)
At 31 December 2011 and

1 January 2012 3,067 - - - - - - 3,067
Charge for the year 452 - 20,032 50,019 3,554 3,511 - 77,568
Eliminated on disposal - - - (3,373) (254) (1,230) - (4,857)
Classified as held for sale - - - (606) (142) (2,074) - (2,822)
Eliminated on revaluation - - (20,032 (46,040) (3,158) (207) - (69,437)
At 31 December 2012 3,519 - - - - - - 3,519
Carrying values
At 31 December 2012 1,686 15,698 530,756 419,089 17,192 12,514 276,712 1,273,647
At 31 December 2011 2,138 15,837 470,007 387,489 14,119 14,743 365,665 1,269,998

Note: Buildings are held under medium-term leases and situated in the PRC and India.

The above items of property, plant and equipment, other than freehold land and construction in
progress, are depreciated on a straight-line basis, after taking into account their estimated residual
values, over their estimated useful lives as follows:

Z2T0Z 1odayjenuuy e palwi]dnoun jeuolieulaiul Abojouyda] ybysod e

Leasehold improvements 5 years or over the lease terms, whichever is shorter
Buildings 50 years or over the lease terms, whichever is shorter
Plant and machinery 8 to 20 years \
Furniture, fixtures and equipment 4 to 8 years )
Motor vehicles 4 to 8 years )

~—




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

17. Property, Plant and Equipment (Continued)

Property, plant and equipment other than leasehold improvements and construction in progress were
revalued at 31 December 2012 by independent valuers not connected to the Group, Jones Lang LaSalle
Corporate Appraisal & Advisory Limited (“Jones Lang”) and Ascent Partners Transaction Service Limited
(“Ascent Partners”) (2011: by Jones Lang and Ascent Partners). The valuation of freehold land, buildings,
plant and machinery, furniture, fixtures and equipment and motor vehicles which conforms to the RICS
Valuation Standards published by the Royal Institution of Chartered Surveyors and the HKIS Valuation
Standards on Properties published by the Hong Kong Institute of Surveyors, was mainly arrived at using
the market approach and depreciated replacement cost approach.

The Group has pledged land and buildings and plant and machinery having a net carrying value of
approximately RMB221,568,000 (31 December 2011: RMB150,032,000) to secure general banking
facilities granted to the Group.

Q

g The surplus arising on revaluation of property, plant and equipment was approximately RMB22,833,000
g (2011: deficit of RMB16,074,000), which are summarised as follows:

2

>

3 2012 2011
8 RMB’000 RMB'000
%, (Deficit) surplus credited to consolidated income statement (225) 348
S

§ Surplus (deficit) credited to consolidated statement of

F§_,' comprehensive income

2

C.L — attributable to owners of the Company 20,951 (9,776)
> — attributable to non-controlling interests 2,107 (6,6406)
é

é’ / 23,058 (16,422)
3 Total surplus (deficit) arising on revaluation of property,

% plant and equipment 22,833 (16,074)




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

17. Property, Plant and Equipment (Continued)

If the Group’s property, plant and equipment were stated at cost less accumulated depreciation, the
carrying values would have been as follows:

Furniture,
Freehold Plantand fixtures and Motor
land Buildings machinery equipment vehicles Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

2012
Cost 13,398 558,664 772,924 46,088 33,000 1,424,074
Accumulated depreciation - (139,837) (378,745) (29,242) (24,007) (571,831)
13,398 418,827 394,179 16,846 8,993 852,243 @
g
Furniture, é
Freehold Plant and fixtures and Motor =
land Buildings machinery equipment vehicles Total §
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 g
8
2011 £
[0}
5
Cost 13,516 548,958 646,267 39,710 36,147 1,284,598 =2
Accumulated depreciation - (119,807) (332,724) (26,084) (23,802 (502,417) 2
[m]
e
13,516 429,151 313,543 13,626 12,345 782,181 =
3
o
o
>
3
3
c
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o
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

18. Mining Rights

RMB’000
Cost and carrying value
At 1 January 2011 160,804
Exchange adjustments (11,767)
Impairment loss recognised (8,800)
Disposal of a subsidiary (83,237)
At 31 December 2011 and 1 January 2012 107,000
Exchange adjustment 14,839
Transfer to assets classified as held for sale (121,839)

At 31 December 2012 -

The mining rights represent the rights to conduct mining activities in Russia and in Henan, the PRC. The
mining rights have legal lives of 1 to 25 years.

No amortisation has been provided for the year as the mining activities have not commenced yet.

Impairment on mining rights in Henan is recognised due to the mining rights are either expired or will be
expired in a short-term period after the end of the reporting period with remote renewal chance.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

19. Other Intangible Assets

Patents,
Exploration trademarks,
and licensing
evaluation rights and
assets software Total
RMB’000 RMB’000 RMB’000
(Note a) (Note b)
Cost
At 1 January 2011 5,190 14,226 19,416
Additions - 184 184
Acquisition of a subsidiary - 4,018 4,018
At 31 December 2011 and 1 January 2012 5,190 18,428 23,618 @
Additions - 10 10 g
E
=
At 31 December 2012 5,190 18,438 23,628 §
2
8
Accumulated amortisation and impairment CE
At 1 January 2011 5,190 13,684 18,874 g
Charge for the year - 455 455 =
o
At 31 December 2011 and 1 January 2012 5,190 14,139 19,329 e
o
Charge for the year - 95 95 g
=
o
At 31 December 2012 5,190 14},234 19,424 .
>
32
3
Carrying values s
At 31 December 2012 - 4,204 4,204 z
(o]
11 i
At 31 December 2011 v 4,289 4,289 S
— "
Notes: \‘_"H-.._h___‘h' \
T .
(@) The exploration and evaluation assets related to the rights“for; explora’uon in certain Iocatlgns in the PRC The-. ; ’_1
assets were fully impaired due to the expiry of explora’non hcense .
(b) Patents, trademarks, licensing rights and software at the end of the- repcj[iing perigd related to a variety of the - r

Group’s existing products, which are amortised on a straight-line basis over 5__1;0' 20 years. x _ -




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

20. Goodwill

RMB’000

Cost
At 1 January 2011 7,248
Acquisition of a subsidiary 25,957
At 31 December 2011, 1 January 2012 and 31 December 2012 33,205
Accumulated impairment losses
At 1 January 2011, 31 December 2011, 1 January 2012 and

31 December 2012 (Note a) 4,193
Carrying amount
At 31 December 2012 29,012
At 31 December 2011 29,012

On 1 May 2011, the Group acquired 100% equity interest in QJC, and goodwill of approximately
RMB25,957,000 was recognised upon acquisition. Details are set out in note 40.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

20. Goodwill (Continued)

For the purposes of impairment testing, goodwill set out above have been allocated to three individual
cash generating units (“CGUs”). The carrying amounts of goodwill as at 31 December 2012 allocated to
these units are as follow:

2012 2011
RMB’000 RMB’000
Manufacture and sales of signal strength system unit
— Shenzhen Coslight Communication Equipment Co. Ltd.*
N FRERBEERAF (“SCC) - -
Manufacture and sales of passenger coach unit
— Hangzhou Yue Xi Passenger Car Manufacturing Co. Ltd.*
MMNBAZEERERR AT (HYX) 3,055 3,055
Manufacture and sales of passenger coach unit
-QJC 25,957 25,957
29,012 29,012

*

The English translation is for identification purposes only.

The above three CGUs are grouped under “Others” for the purpose of segment information presentation
in note 9.

The recoverable amount of the CGUs are determined from value-in-use calculations. The key
assumptions for the value-in-use calculations are those regarding the discount rates, growth rates and
budgeted gross margin and turnover during the year. Management estimates discount rates using pre-
tax rates that reflect current market assessments of the time value of money and tlhe risks specific to the
CGUs. The growth rates are based on long-term average economic growth rate of the geographical area

Z2T0Z 1odayjenuuy e palwi]dnoun jeuolieulalul Abojouyda] ybyso) @

in which the business of the CGUs operated. Budgeted gross margin and turnover are based on past
practices and expectations on market development. '

Notes: S
@ Sscc R T

The goodwill arose on the Group’s acquisition of SCC d'Uring the year ended 31 December 2004. Before
1 January 2005, the goodwill of RMB4,590,000 was amortised on a stra|ght line basis over seven years.
At 31 December 2010, the Group assessed the recoverable amount of goodWJlr on value-in-use basis and
determined that the carrying amount of RMB4,193,000 was fully impaired because the business of signal
strength systems had slowed down and demand dropped. 4 o
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

20. Goodwill (Continued)

Notes: (Continued)

(b)

(c)

HYX

The recoverable amount for HYX is determined based on a value-in-use calculation. The value-in-use is
calculated based on discounted cash flow projection, which is prepared on the basis of financial budget
approved by management of HYX covering a 5-year period with an average growth rate of 16% (2011: 16%)
and a growth rate of 0% (2011: 0%) for budget beyond 5-year period. The discount rate of 20% (2011: 20%)
per annum, which represents the risk involved in the business, was used in the calculation of value-in-use
of this cash generating unit. The directors of the Company are of the opinion that the recoverable amount of
this CGU exceeds its carrying amount and no impairment loss of goodwill is necessary. Management believes
that any reasonably foreseeable change in any of the above key assumptions would not cause the aggregate
carrying amount of the goodwill to exceed its aggregate recoverable amount.

QJC

The recoverable amount for QJC is determined based on a value-in-use calculation. The value-in-use is
calculated based on discounted cash flow projection, which is prepared on the basis of financial budget
approved by management of QJC covering a 5-year period with a average growth rate of 29% (2011: 27%)
and a growth rate of 0% (2011: 0%) for budget beyond 5-year period. Discount rate of 17% (2011: 20%) per
annum, which represents the risk involved in the business, was used in the calculation of value-in-use of this
cash generating unit. The directors of the Company are of the opinion, with reference to the valuation report
prepared by Ascent Partners, independent qualified valuers not connected to the Group, which had been
prepared based on the cash flow forecast prepared by the management of QJC, that the recoverable amount
of this CGU exceeds its carrying amount and no impairment loss of goodwill is necessary. Management
believes that any reasonably foreseeable change in any of the above key assumptions would not cause the
aggregate carrying amount of the goodwill to exceed its aggregate recoverable amount.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

21. Prepaid Lease Payments

2012 2011
RMB’000 RMB’000

Analysed for reporting purpose:
Current asset 3,177 3,177
Non-current asset 140,083 143,260
143,260 146,437

Prepaid lease payments represent the Group’s interests in land which are held under medium-term
leases for 50 years and located in the PRC.

The Group has pledged prepaid lease payment having a net carrying value of approximately
RMB22,941,000 (31 December 2011: RMB13,373,000) to secure general banking facilities granted to
the Group.

22. Deposits Paid for Acquisition of Land

For the year ended 31 December 2012, deposits of approximately RMB28,500,000 (2011:
RMB28,500,000) were paid for the acquisition of several land use rights situated in Shenyang and
Qinhuangdao, the PRC.

23. Interests in Associates

Z2T0Z 1odayjenuuy e palwi]dnoun jeuolieulaiul Abojouyda] ybysod @

2012 2011

RMB’000 RMB’000

Cost of investment in associates — unlisted 18,180 18,180
Share of post acquisition profit and .

other comprehensive income 291,136 224,169

TSee P 309,316 242,349




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

23. Interests in Associates (Continued)
At 31 December 2012 and 2011, the Group had interests in the following associates:

Proportion of
ownership interest

Group’s Indirectly
Form of Place of effective held by
Name of entities business establishment interest subsidiaries  Principal activities
Hong Kong Coslight Incorporated Hong Kong 46.47% 49.83% Investment holding
Network Limited
@ Coslight Interactive Incorporated Cayman Islands 46.47% 49.83% Investment holding
Company Limited
N
2
E Coslight Network Incorporated British Virgin 46.47% 49.83% Investment holding
§ Company Limited Islands
:
o
2 ERAFEERE Incorporated PRC 46.47% 49.83% Sales and distribution
3
fg BBREEDH of online games
gr. Beiling Guangyu Huaxia
% Technology Corporation
S Limited"
o
C
3
= BHENEYHERAA Incorporated PRC 37.20% 39.86% Software development
(=N
. Blue Torch Soft Corporation®
z
2 RIBFREEERETAF  Incorporated PRC 46.47% 49.83% Software development
§ Shenzhen Costar Software
o
s Limited* ri
n f
8 “'
n i
REEDHHRE Incorporated PRC 46.47% 49.83% Sales and distribution
BREANF . of online games
Russia (Golden Stone) Limited  Incorporated Russia~ 18.08% 20% Holding a mining right
— B ~ Liability Company L for production of
ST b o battery products for
T group companies
— - -.- ¥, '\..

*

o The English translation is for identification purposes only.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

23. Interests in Associates (Continued)

The above table lists the associates of the Group which, in the opinion of the directors of the Company
principally affected the results of the year or form a substantial portion of the net assets of the Group. To
give details of other associates would, in the opinion of the directors of the Company, result in particulars
of excessive length.

The summarised financial information in respect of the Group’s associates is set out below:

2012 2011
RMB’000 RMB’000
Total assets 871,802 784,446
Total liabilities (240,987) (271,566) @
Net assets 630,815 512,880 g
E:
_|
Group’s share of net assets of associates 309,316 242,349 5
3
&
2
=l
@
2012 2011 2
RMB’000 RMB'000 g
o
g
Total revenue 790,207 727,321 =l
3
Total profit for the year 219,699 206,149 8
1
Group’s share of profits for the year 109,935 103,280 =
=
\ S
\ a
1 n
A 2
n




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

24. Inventories

2012 2011

RMB’000 RMB’000

Raw materials 175,254 129,973
Work in progress 252,968 196,029
Finished goods 210,682 189,247
638,904 515,249

During the year, there was a reversal of allowance for inventories due to subsequent sold of obsolete

@ inventory. As a result, a reversal of write-down of finished goods of approximately RMB1,265,000 (2011:
o nil) has been recognised.
= 25. Trade and Other Receivables
(1]
S
3
S 2012 2011
o
5 RMB’000 RMB’000
5
=y
5' Trade receivables 1,932,082 1,675,850
o Less: allowance for doubtful debts (138,645) (121,205)
g
C
3 1,793,437 1,554,645
2 Bill receivables 36,639 133,639
>
§ Trade and bill receivables 1,830,076 1,688,284
5
B Other receivables 305,545 237,732
N Less: allowangre for other receivables (34,019) (19,913)
2 /
271,526 217,819
e
z~ 2,101,602 1,906,103

thal trade gnd other receivables // e
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

25. Trade and Other Receivables (continued)

2012 2011
RMB’000 RMB’000

Analysed for reporting purpose:
Current portion 2,094,288 1,906,103
Non-current portion 7,314 -
2,101,602 1,906,103

The non-current portion balance is non-interest bearing and repayment on or before 1 May 2014 and
its effective interest rate is 6.65%. The balance was transferred from amount due from a non-controlling
interest (note 28).

Settlement of trade receivables is in accordance with the terms specified in the contracts governing the
relevant transactions. Included in the Group’s trade receivables balances are amount pledged to bank
with an aggregate amount of approximately RMB91,729,000 (2011: RMB292,913,000) for obtaining
bank borrowings. The Group allows credit period ranging from 90 to 540 days from the final acceptance
to its trade receivables. The Group does not hold any collateral over these balances.

The Group’s trade and other receivables that are denominated in currencies other than the functional
currencies of the relevant group entities are set out below:

2012 2011

RMB’000 RMB’000

HK$ 14,916 11,409
US$ 154,665 65,963
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

25. Trade and Other Receivables (continued)

(@) Ageing analysis of the Group’s trade and bill receivables net of impairment loss at the end of the
reporting period presented based on the invoice date are as follows:

2012 2011

RMB’000 RMB’000

Within 90 days 871,868 804,355
91 days — 180 days 323,702 268,273
181 days — 270 days 312,329 243,279
271 days — 360 days 124,472 140,362
Over 1 years, but not exceeding 2 years 155,950 186,070
Over 2 years 41,755 45,945
1,830,076 1,688,284

(b) Movements in the allowance for trade receivables during the year are as follows:

2012 2011

RMB’000 RMB’000

At 1 January 121,205 126,668
Impairment loss recognised on receivables 24,945 13,979
Impairment loss reversed (7,505) (19,442)
At 31 Degcember 138,645 121,205

'}
)
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All allowances for trade receivables as at 31 December 2012 and 2011 were made for specific
unse_chred trade receivables, which recoverability is considered doubtful by management. The

amount of impairment represents the difference between the carrying amount of the specific trade
receivables. e =

o




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

25. Trade and Other Receivables (continued)

(¢) Movements in the allowance for other receivables during the year are as follows:

2012 2011

RMB’000 RMB’000

At 1 January 19,913 18,874
Impairment loss recognised on receivables 14,508 3,711
Amount written off as uncollectable (402) -
Impairment loss reversed - (2,672)
At 31 December 34,019 19,913

All allowances for other receivables as at 31 December 2012 and 2011 were made for long
outstanding receivables, which recoverability is considered doubtful by management. The amount
of impairment represents the difference between the carrying amount of the specific receivables
and the present value of expected future cash flows.

(d) As at 31 December 2012, RMB102,474,000 (2011: RMB110,451,000) of the Group’s trade
receivables were past due but not impaired. The ageing analysis of these receivables is as follows:

2012 2011

RMB’000 RMB’000

Less than 3 months past due 69,530 81,708
3 months to 6 months past due 32,714 28,743
6 months to 9 months past due 230 -
Past due but not impaired 102,474 110,451

Trade receivables that were past due but nelepa|red were related to a number-of individual customers
that have a good track record with the Group “Based on\,Qast experience, management. believes
that no impairment allowance is necessary in respect of these balances that are still considered fully--

recoverable.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

26. Amounts due from Directors

Particulars of the amounts due from directors are as follows:
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Maximum Maximum
amount amount
outstanding outstanding
during during
the year the year
2012 2011 ended 2012 ended 2011
RMB’000 RMB’000 RMB’000 RMB’000

Name of director
Mr. Song Dian Quan 448 165 448 469
Mr. Li Ke Xue 191 219 219 219
Mr. Zhang Li Ming - 10 10 33
Mr. Liu Xing Quan 170 169 170 170
Mr. Xing Kai - 3 9 33

809 566

The amounts are unsecured, interest-free and repayable on demand.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

27. Amounts due from Related Companies

Maximum Maximum

amount amount

outstanding outstanding

during during

the year the year

Name of related companies 2012 2011 ended 2012 ended 2011
RMB’000 RMB’000 RMB’000 RMB’000

Related parties in which certain
directors of the Company have
beneficial interests:

MREFRBBEREEAA
Harbin Switch Company Limited
(“HBS™)* 18,768 21,311 21,311 21,311

AR FRETHME AR AR
Shijiazhuang Guangyu Battery
Material Company Limited* 543 543 543 553

RFEEESHAREETAA
Guangyu Yanbian Storage Battery
Manufacturing Company
Limited* 5,052 9,203 9,203 9,203

B RE N FEIRMK
Harbin Guangyu Power Supply
Factory* 478 B 478 478

M5 R & Yt F B R 1,694 170 1 694 170
It RKEREER AT

Beijing Zhaotang Science and
Technology Company Limited* - 681 681 785

MMRB DR KB B IRAR A A
Harbin Ya Guang Modern
Separators Company Limited* 5,484 5,484 5,.;184 5,484

BREXTFEREEARAT :
Harbin Guangyu Electric Wire and \

Z2T0Z 1odayjenuuy e palwi]dnoun jeuolieulalul Abojouyda] ybyso) @

Cable Company Limited* 3,153 2,000 3,158 2,750
Lexel Battery (Japan) Company -
Limited 2,056 1 5,769 5769 5,769
N _
Global Universe Development y = X
Limited 16,885 = - 293 16,885 432
54,113 45454

*

The English translation is for identification purposes only.

The amounts are unsecured, interest-free and repayable on demand.




Notes to the Consolidated Financial Statements
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28. Amounts due from Non-controlling Interests

Name of non-controlling interests 2012 2011
RMB’000 RMB’000

Current portion:

LG RIEEF WML BR AR A 19,573 1,573
LS RALEEMIMD AR AR SN A A 1,423 -

RIACZBEHMmBR AR
Shenzhen Boren Plastic Ware Company Limited* 279 -

MREKREESREMLERBERETRF
Harbin Geman Electric Automation Equipment Company
Limited* 308 222

REBITTE=ZBRMFHZEH O

Tianjin Bike Third Factory Technology Development Centre* 1,118 1,118
RN RE 250 -
Best Chance Technology Limited (Note) - 279

22,951 3,192

Non-current portion:
Best Chance Technology Limited (Note) - 39,123

22,951 42,315

*

The English translation is for identification purposes only.
The current portion balances are unsecured, interest-free and repayable on demand.

!
The non-current portion balance is non-interest bearing and repayment within 3 years and its effective
)
interest rate is 6.65%.

2102 podayjenuuy e« pajwi]dnoln jeuotieusalul Abojouyss] ybisod @

Note: During the year, Best Chance has disposed of all its 3.41% non-controlling interest in the Group and became
anindependent third party of the Group. The amount d,ug-from Best Chance has been partially settled during
the year ended 31 Decembegy,?/and th(i'rgmamﬁg balance of approximately RMB7,314,000 has been

'r"-—

transferred to other receivables:

e

-~




29.

30.

31.

32.

Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Amounts due from (to]) Associates/Directors/Related Companies/Non-
controlling Interests

The amounts are unsecured, interest-free and repayable on demand.

Available-for-sale Investments

2012 2011
RMB’000 RMB’000
Unlisted investment in funds, at fair value 1,500 -

The Group’s unlisted investment in funds are measured at fair value and are classified as Level 2 fair
value measurement (see note 7(c)).

Pledged Bank Deposits

Pledged bank balances are held in dedicated bank accounts under the name of the Group for
securing trade financing facilities granted to the Group approximately RMB273,747,000 (2011:
RMB439,000,000). As at 31 December 2012, the fixed interest rate on restricted bank balances, with
maturities ranging from 6 months to 1 year, is 3% to 9.25% (2011: 2.25% to 3.50%) per annum.

Bank Balances and Cash

As at 31 December 2012, the fixed interest rate on other bank deposits with initial terms ranging from
one month to three months were 2.57% to 2.75% (2011: 2.25% to 3.10%) per annum.

The Group’s bank balances and cash that are denominated in currencies other than the functional
currencies of the relevant group entities are set out below: \

i
1

2012 2011
RMB’000 ! RMB’000
e N,
USs$ R . T . 15,193 \ 16,356
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

33.

w
F

Assets and Liabilities of a Disposal Company Classified as held for Sale

On 12 December 2012, the board of directors of the Company resolved to dispose of 60% of equity
interests of Cosstone Limited Liability Company (“CSL”) to Best Chance Technology Limited, an
independent third party at a consideration of approximately RMB284,600,000. CSL engaged in the
mining industry in Russia. After the disposal, CSL will become an associate of the Group. The disposal
was duly passed and approved at the special general meeting by shareholders on 18 February 2013.
Details were stated in the announcement of the Company dated 18 February 2013.

The following major classes of assets and liabilities relating to the operation have been classified as held
for sale in the consolidated statement of financial position.

2012
RMB’000
Property, plant and equipment 195,729
Mining rights 121,839
Other receivables 4,449
Total assets classified as held for sale 322,017
Amount due to an associate 17,887
Other payables 3,589
Total liabilities classified as held for sale 21,476
Cumulative income recognised directly in equity represented by exchange reserve 19,645
!.f

Trade and Other Payables
2012 2011
RMB’000 RMB’000
Trade payables - J_,-f"" 775,874 517,800
Bill payables ! 451,059 393,400
. - 1,226,933 911,200
Receipt-in-advances ™ 62,680 86,795
Other payables - 428,400 388,061
Trade and other payables 1,718,013 1,386,056




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

34. Trade and Other Payables (continued)

Ageing analysis of trade and bill payables at the end of the reporting period presented based on the
invoice date are as follows:

2012 2011

RMB’000 RMB’'000

Within 30 days 482,453 313,186
31 days — 60 days 198,038 181,810
61 days — 90 days 202,940 104,983
91 days — 180 days 219,801 194,647
Over 180 days 123,701 116,574
Trade and bill payables 1,226,933 911,200

The credit period on purchases of goods ranges from 90 days to 180 days. The Group has financial risk
management policies in the place to ensure that all payables are settled within the credit time frame.

The Group’s trade and other payables that are denominated in currencies other than the functional
currencies of the relevant group entities are set out below:

2012 2011
RMB’000 RMB’000
Uss$ 7,122 7,276
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

35. Bank and Other Borrowings

2012 2011

RMB’000 RMB’000

Bank borrowings 1,563,382 1,333,759
Other borrowings - 22,000
Total borrowings 1,563,382 1,355,759
Secured 503,400 324,200
Unsecured 1,059,982 1,031,559
Total borrowings 1,563,382 1,355,759

Carrying amount repayable:
On demand within one year 1,395,300 1,094,600
Carrying amount of bank borrowings that are not repayable
within one year from the end of the reporting period
but contain a repayment on demand clause
(shown under current liabilities) 168,082 261,159

1,563,382 1,355,759

Secured borrowings of the Group were secured by the Group’s property, plant and equipment (note 17),
prepaid lease payments (note 21), trade receivables (note 25) and pledged bank deposits (note 31).

Part of the borrowings of the Group were guaranteed by a director of the Company and a non-

controlling shareholder, for details please refer to note 42(b).
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

35. Bank and Other Borrowings (Continued)

The exposure of borrowings to interest rate changes is as follows:

2012 2011

RMB’000 RMB’000

Fixed-rate borrowings 573,100 383,100
Variable-rate borrowings 990,282 972,659
1,563,382 1,355,759

During the year ended in 31 December 2012, the Group obtained new loans in the amount of
RMB1,395,300,000 (2011: RMB1,786,958,000). The loans bear interest at market rates and will be
repayable in 2012 to 2017. The proceeds were used to finance the acquisition of factory premises.

The ranges of effective interest rates (which are also equal to contracted interest rates) on the Group’s
borrowings are as follows:

pailwt] dnoun jeuolieulalu| Abojouyaa] ybso)

2012 2011
RMB’000 RMB’000

Effective interest rate:
Fixed-rate borrowings 5.88% to0 8.20% 3.51% to 8.85%
Variable-rate borrowings 2.51% t0 8.53%  4.42% t0 8.74%
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

35. Bank and Other Borrowings (Continued)

The Group’s borrowings that are denominated in currencies other than the functional currencies of the
relevant group entities are set out below:

2012 2011
RMB’000 RMB’000
uss$ 169,185 270,939
36. Share Capital
Shown in the
Amount in consolidated
Number of original financial
shares currency statements as
"000 HK$'000 RMB’000
Ordinary shares of HK$0.10 each
Authorised:
At 1 January 2011, 31 December 2011,
1 January 2012 and 31 December 2012 1,000,000 100,000 107,000

Issued and fully paid:
At 1 January 2011, 31 December 2011,
1 January 2012/and 31 December 2012 374,180 37,418 40,010
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

37. Statement of Financial Position of the Company

2012 2011
Notes RMB’000 RMB’000
Non-current assets
Investments in subsidiaries 245,211 245,211
Property, plant and equipment 28 85
245,239 245,296
Current assets
Other receivables 588 238
Amounts due from subsidiaries (@) 44,377 46,037
Amounts due from related companies (@ - 2,328 @
Bank balances and cash 187 242 §
§
-
45,152 48,845 2
3
=3
8
Current liabilities =
3
Other payables 8,161 8,061 g
Amounts due to subsidiaries (@ 199,443 198,398 %
Amounts due to related companies (@) 6,605 23,704 EEJ
Amounts due to directors (@ 1,605 1,621 S
=
3
215,814 231,784 B
Net current liabilities (170,662) (182,939) >
2
Y]
o
74,577 62,357 o
(o]
N
Capital and reserves . It
Share capital 40,010 40,010
Special reserve (b) 227,226 227,226
Accumulated losses K“‘-‘H ] : (192,659) © (204,879)
.
i~ e

e

74,577 62,357

m— . .
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

37. Statement of Financial Position of the Company (continued)

Notes:
(@) The amounts are unsecured, non-interest bearing and repayment on demand.
(b) The special reserve represents the difference between the nominal value of the share capital of the

subsidiaries acquired and the nominal amount of the share capital issued for their acquisition and the amount
transferred from share premium accounts.

38. Deferred Taxation

The following are the analysis of major deferred tax assets (liabilities) recognised by the Group and
movements thereon:

2012 2011

RMB’000 RMB’000

Deferred tax assets 30,970 23,919
Deferred tax liabilities (20,275) (18,563)
10,695 5,356
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

38. Deferred Taxation (continueq)

Allowance Revaluation

on trade Unrealised of property,  Undistributable

and other (profit) plant and profits of
receivables loss equipment subsidiaries Other Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
At 1 January 2011 18,329 (543) (15,634) (5,772 417 551
(Charge) credit to profit or loss (1,964) 1,390 1,364 1,655 1,208 3,663
Credit to other comprehensive income - - 1,162 - - 1,152
At 31 December 2011 and 1 January 2012 16,365 847 (18,118) (4,117 5,379 5,356
Credit to profit or loss 980 816 1,213 - 4,543 7,562
Credit to other comprehensive income - - (2,213) - - (2,213
At 31 December 2012 17,345 1,663 (14,118) (4,117) 9,922 10,695

At 31 December 2012, the Group has deductible temporary difference derived from trade and other
receivables of approximately RMB9,270,000 (2011: nil). No deferred tax asset had been recognised
in relation to such deductible temporary difference as it is not probable that the taxable profit will be
available against which the deductible temporary differences can be utilised.

As at 31 December 2012, no deferred tax asset has been recognised on the tax losses of
RMB146,494,000 (2011: RMB74,650,000) due to the unpredictability of future profit streams. Included
in unrecognised tax losses are losses of RMB141,424,000 (31 December 2011: RMB69,529,000) that
will expire within next five years. Other losses may be carried forward indefinitely.

Z2T0Z 1odayjenuuy e palwi]dnoun jeuolieulalul Abojouyda] ybyso) @

2012 2011

RMB’000 RMB’000

Tax losses without expiry date 5,070 5,121
Tax losses expiring on 31 December 2017 89,944 -
Tax losses expiring on 31 December 2016 26,628 26,628
Tax losses expiring on 31 December 2015 10,268 10,268
Tax losses expiring on 31 December 2014 10,545 10,545
Tax losses expiring on 31 December 26T3MH 4,039 ~ . 4,039
Tax losses expiring on 31 December 2012 "‘-HH_ oy - 18,049

146,404 74,650 ¥

-
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

39.

=
o

Deferred Government Grants

RMB’000
At 1 January 2011 42,000
Additions during the year 21,000
Amortised during the year (2,235)
At 31 December 2011 and 1 January 2012 60,765
Amortised during the year (2,235)
At 31 December 2012 58,530

The Group received government grants towards the Group’s investment in a land use right and related
production facilities to be constructed in an area located in the development zone of Harbin, the PRC.
The amounts have been treated as deferred income and transferred to income over the useful lives
of the related assets of 50 years. This policy has resulted in a credit to income in the current year of
approximately RMB2,235,000 (2011: RMB2,235,000).

Business Combination
On 1 May 2011, the Group acquired 100% equity interests in QJC from an independent third party at
a consideration of RMB79,995,000. QJC is a company incorporated in the PRC principally engaged in

manufacture and sales of passenger coach units.

) RMB’000

Consideration /(ransferred

Cash 79,995

'}
)

s

Acquisition-related costs amounting to approximately RMB40,000 have been excluded from the
consideration transferred and have l:Le'gn recognised _as~an expense in the current year, within the
“administrative and other operatirp;,es(penseg’lfliﬁé“item in the consolidated statement of comprehensive
income. " s

—




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

40. Business Combination (continued)

Assets and liabilities recognised at the date of acquisition

RMB’000
Property, plant and equipment 25,923
Intangible assets 4,018
Cash and cash equivalents 1
Other receivables 43,380
Inventories 4,914
Trade and other payables (24,198)
54,038

Goodwill arising on acquisition
RMB’000
Consideration transferred 79,995
Less: recognised amount of identifiable net assets acquired (54,038)
Goodwill arising on acquisition 25,957

Goodwill arose on the acquisition of QJC because the consideration paid for the combination effectively
included amounts in relation to the benefits of revenue growth, future market development and the
assembled workforce of QJC. These benefits are not recognised separately from| goodwill because they

do not meet the recognition criteria for identifiable intangible assets. !
1

1
None of the goodwill arising on this acquisition is expected to be deductible for tax purposes.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

40. Business Combination (continued)

Net cash outflow arising on acquisition

RMB’000

Total cash consideration 79,995
Less: unpaid consideration included in other payables (9,000)
Cash consideration paid 70,995
Less: cash and cash equivalent balances acquired @)
70,994

Impact of acquisition on the results of the Group

QJC contributed approximately RMB42,978,000 and RMB2,610,000 to the Group’s revenue and loss
for the period between the date of acquisition and at the end of the reporting period.

Had the acquisition of QJC been effected on 1 January 2011, the revenue of the Group for the end of
the reporting period would have been RMB2,493,272,000, and the profit for the year would have been
RMB82,948,000. The pro-forma information is for illustrative purposes only and is not necessarily an
indication of revenue and results of operations of the Group that actually would have been achieved had
the acquisition been completed on 1 January 2011, nor is intended to be a projection of future results.

In determining the “pro-forma” revenue and profit of the Group had QJC been acquired on 1 January
2011, the directors of the company calculated depreciation and amortisation of plant and equipment
based on the recognised amounts of plant and equipment at the date of the acquisition.




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

41. Disposal of a Subsidiary

On 27 June 2011, the Group has disposed of 80% equity interest on Russia (Golden Stone)
Limited Liability Co. to Best Chance Technology Limited, a non-controlling interest to the Group.
The consideration of the disposal is approximately RUB198,943,000 (equivalent to approximately
RMB45,946,000) which is receivable in three years and is interest-free. The fair value of the
consideration approximate RMB37,885,000 which is discounted the principal amount by 3 years with
effective interest rate of 6.65% per annum, which is the borrowing rate of The People’s Bank of China
for 1-to-3 year borrowing. The net assets of Russia (Golden Stone) Limited Liability Co. at the date of
disposal were as follow:

Consideration received

RMB’000

Receivable — due within three years*® 37,885

*

The receivable is non-interest bearing and repayment within 3 years and its effective interest rate is 6.65%.
It was recorded as amount due from a non-controlling interest under non-current assets in the consolidated
statement of financial position.

Analysis of 100% assets and liabilities over which control was lost:

Z2T0Z 1odayjenuuy e palwi]dnoun jeuolieulalul Abojouyda] ybyso) @

RMB’000
Property, plant and equipment 3,812
Mining rights 33,237
Cash and cash equivalents 180
Other receivables 23,603
Trade and other payables \ (33,454)
1
l'.
27,378




Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

41. Disposal of a Subsidiary (continued)

Gain on disposal of a subsidiary

RMB’000
Consideration receivable 37,885
Net assets disposed of (27,378)
Fair value of residual interest 9,262
Cumulative exchange difference in respect of net assets of the subsidiaries
reclassified from equity to profit or loss on loss of control of the subsidiary (80%) 1,021
Gain on disposal of a subsidiary 20,790
[R]
2 The portion of that gain attributable to recognising any investment retained in the former subsidiary at its
% fair value at the date when control is lost:
(1]
=
S RMB’000
e
3
z Fair value of residual interests 9,262
gﬁ 20% of net assets derecognised (5,476)
3
o
g 3,786
o
C
3
o
(=N
: Net cash outflow arising on acquisition
z
2
S RMB’'000
£y
° ]
S f
’8' Cash and casti equivalent balances disposed of 180
S I

The subsidiary disposed of during the year ended 31 December 2011 had no significant impact on the
turnover and results of the Group and no cash _flow impacts were noted.
- a o
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42. Related Party Transactions

In addition to the related party information disclosed elsewhere in the consolidated financial statements,
the following is a summary of significant related party transactions entered into in the ordinary course
of business between the Group and its related parties during the years ended 31 December 2012 and
2011.

The transactions with related parties are carried out on pricing and settlement terms agreed with counter
parties in the ordinary course of business.

(a) Related parties’ transactions
Name of Nature of

related parties transactions 2012 2011
RMB’000 RMB’000

Related parties in which certain
directors of the Company have
beneficial interests:

BREXTFERSEFRAR Purchase of raw materials
Harbin Guangyu Electric Wire
and Cable Company Limited
("HGEWC”) 3,334 7,456

ERERBEREEAR Purchase of raw materials
Harbin Coslight Switch
Company Limited (“HBS”) 136 1,481

HBS Sales of finished goods - 545

Lexel Battery (Japan) Company Sales of finished goods
Limited 10,943 12,360

RFEEEEMEREEAR . Purchase of raw materials

*EHENEH AT A \ - B 8

— ™,

———
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42. Related Party Transactions (Continued)
(b) Other arrangements

At 31 December 2012, RMB288,082,000 (2011: RMB115,000,000) of the Group’s bank
borrowings were guaranteed by Mr. Song Dian Quan, a director of the Company.

In addition, at 31 December 2011, the Group’s bank borrowings of approximately
RMB10,000,000 was guaranteed by Mr. Gao Xue Feng, a non-controlling shareholder of a
subsidiary (2012: nil).

(c) Compensation of key management personnel

The remunerations of directors and other members of key management during the year are as

follows:
2012 2011
RMB’000 RMB’000
Short-term benefits 1,367 1,303
Post-employment benefits 50 49
1,417 1,352

The remunerations of directors and key management were determined by the remuneration
committee having regard to the performance of individuals and market trends.

43. Retirement Benefit Plans
Defined contribution plans

The Group operates a Mandatory Provident Fund Scheme (the “Scheme”) for all qualifying employees
in Hong Kong..LFhe assets of the Scheme are held separately from those of the Group, in funds under
the control of,ftrustees. The Group contributes 5% of relevant payroll costs to the Scheme, which
contribution is matched by employees.
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The employees of certain subsidiaries in the PRC e}_rlg_, Russia are members of a state-managed
retirement benefit scheme and Pension Fund"g)f*th‘é Russian Federation operated by the relevant
governments. These subsidiariesfa'ré re_quire'd_'{o contribute a certain percentage of payroll costs to the
retirement benefit scheme to %und- the benefits. The only obligation of the Group with respect to the
retirement benefit scheme is to make the specified contributions.

The total cost ct]arged:-to consolidated statement of comprehensive income of approximately
RMB24,486,000 (2011: RMB20,262,000) represents contributions payable to these schemes by the
Group in respect of the eurrent accounting period.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

Pledge of Assets
At the end of the reporting period, the Group’s banking facilities were secured by:

(i) certain of the Group’s prepaid lease payments and property, plant and equipment with an
aggregate carrying value of approximately RMB244,509,000 (2011: RMB163,405,000);

(i) certain of the trade receivables with an aggregate amount of approximately RMB91,729,000
(2011: RMB292,913,000); and

(i) pledged bank deposits with an aggregate amount of approximately RMB284,747,000 (2011:
RMB274,625,000).

Operating Leases
The Group as lessee
The Group leases various offices, warehouses and residential properties under non-cancellable operating

lease agreements. 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:

2012 2011

RMB’000 RMB’'000

Within one year 4,493 5,171
In the second to fifth year inclusive 2,034 7,953
6,527 13,124

\

Leases are negotiated for a term of one to ten years (2011: one to ten years) and rentals are fixed during
1

the lease period.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2012

46.

47.

Capital Commitments

2012 2011
RMB’000 RMB’000
Capital expenditure authorised but not contracted for in
respect of acquisition of property, plant and equipment and
prepaid lease payments 601,000 601,000
Capital expenditure contracted for but not provided in
the consolidated financial statements in respect of
acquisition of property, plant and equipment and
prepaid lease payments 141,447 128,097

Contingent Liabilities

The Group has issued guarantees in respect of banking facilities granted to an independent third
party of approximately RMB178,928,000 (2011: RMB100,000,000). The aggregate amounts that
could be required to be paid if the guarantees were called upon in entirety amounted to approximately
RMB178,928,000 (2011: RMB100,000,000), of which approximately RMB178,928,000 (2011:
RMB100,000,000) has been utilised by the independent third parties. The valuer, Jones Lang has
assessed the fair values of the financial guarantees of the Group and concluded that the effect is
insignificant.

As at 31 December 2012, the independent third party also provided a counter-guarantee of banking
facilities granted to the Group to the extent of RMB20,000,000 (2011: nil). As at 31 December 2012, the
Group has utilised the banking facilities of RMB20,000,000 (2011: nil).
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48. Share Option Scheme

The Company’s share option scheme (the “Scheme”) was adopted pursuant to a resolution passed on
27 May 2004 for the primary purpose of providing incentives to directors and eligible employees and will
expire on 26 May 2014. Under the Scheme, the Board of Directors of the Company may grant options
to eligible employees, including directors of the Company and its subsidiaries, to subscribe for shares in
the Company.

The total number of shares in respect of which options may be granted under the Scheme is not
permitted to exceed 10% of the shares of the Company in issue at any point in time, without prior
approval from the Company’s shareholders. The number of shares in respect of which options may be
granted to any individual at the grant date is not permitted to exceed 1% of the number of shares issued
and issuable under the Scheme.

Options granted must be taken up within 28 days of the date of grant, upon payment of HK$1 per
option. Options may be exercised at any time from the date of grant of the share option but shall end in
any event not later than 10 years from the date of adoption of the Scheme. The exercise price shall be at

least the highest of:

(i) the closing price of the shares as stated in the Stock Exchange’s daily quotations sheet on the
day when the offer is made;

(i) the average of the closing prices of shares on the Stock Exchange’s daily quotations sheets for
the five trading days immediately preceding the date when an offer is made;

(iif) the nominal value of the shares.

No share option has been granted under the Scheme since adoption.
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For the year ended 31 December 2012

49. Particular of Principal Subsidiaries of the Company

Details of the Company’s principal subsidiaries at 31 December 2012 and 2011 are as follows:

Percentage of

#
W
i
A .
' L]

Place of Issued and nominal value of
incorporation fully paid issued ordinary
registration/ share capital/ share capital held by Forms of
Name of subsidiaries operation  registered capital the Company legal entity Principal activities
Directly Indirectly
% %
Coslight Hong Kong Limited Hong Kong HK$400,000 100 - Private limited Investment holding
company
@ Coslight International British Virgin US$50,000 100 - Private limited Investment holding
(B.V.I) Company Limited Islands/Hong Kong company
o
= Cosstone Limited Russia  RUB1,279,760,000 - 100 Private limited ~ Mining for production of
% Liability Company (Note a) company battery products for
;:’- group companies
=
§ KFERFRAF Hong Kong HK$2 - 100 Private limited Provision of
g Coslight International company management services
a Company Limited for the Group
g
o REEXFERRN PRC RMB231,023,000 - 99.84 Joint stock  Manufacture and sale of
g BRAR limited lithium-ion batteries
,‘3 Harbin Coslight Power company and sealed lead acid
?,: Company Limited* batteries and its
3 accessories
> BREAFET LR PRC  RMB640,190,000 - 94.51 Joint stock  Manufacture and sale
§ BRAA (2011: 90.38) limited of sealed lead acid
% Harbin Coslight Storage Battery (Note d) company batteries
'g Company Limited*
5 i
% THERLESD I." PRC RMB80,000,000 50 25 Sino-foreign equity  Manufacture and sale

BRATA i § joint venture of sealed lead acid
Shenyang Donghei Storage , ' batteries
Battery Cpm’pany Limite{d* o
RREXTFEAB PR%ZQM 63.8 Sino-foreign equity Manufacture of
=  BRAR ol ; ,4_"’- -~ joint venture electricity control
NN Harbin Coslight Electric ’ o o devices
ot Automation Company L c
_(J___ = Limited* i
Q- b \‘.__ .
S ] The English _translation~i§ for identification purposes only.
Py \
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49. Particular of Principal Subsidiaries of the Company continued)

Percentage of

Place of Issued and nominal value of
incorporation fully paid issued ordinary
registration/ share capital/ share capital held by Forms of
Name of subsidiaries operation  registered capital the Company legal entity Principal activities
Directly Indirectly
% %
EREHLFRRES PRC RMBS6,600,000 - 80 Domestic equity Manufacture of
BREARHA joint venture pharmaceutical
Tibet Changdu Guangyu products
Limin Pharmaceutical
Company Limited*
REEATHBERAR PRC RMB2,000,000 - 100 Wholly-owned  Manufacture of high and @
Harbin Coslight Switch foreign low voltage switch o
Company Limited* enterprise %
=
FITATREDERAR PRC RMB10,000,000 - 70 Sino-foreign  Manufacture and sale of g
Lexel Battery (Shenzhen) equity joint small-size and sealed a
Company Limited* venture rechargeable nickel §
batteries g
3
TEXTFENEREERAA PRC RMB500,000 - 9% Domestic equity Manufacture and sales of g*
Yanbian Guangyu Battery joint venture automobile batteries 5_’_)
Company Limited* g
o
RAEXFETAERAA PRC RMB50,000,000 - 100 Wholly-owned  Manufacture and sales g
Harbin Coslight Electronics foreign of lead-acid battery E
Company Limited* enterprise for fueling electronic N
bicycles >
3
3
GEXFELERAA PRC RMB35,000,000 - 100 Wholly-owned ~ Manufacture and sales %
Zhuhai Coslight Battery reign of lithium —polymer c“:
Company Limited* enter‘p\rise batteries i
A 2
Coslight Newgen Limited Russia RUB1,000,000 - 58 Private limited Trading of sealed lead v
\ \ oompanQ'-‘ acid batteries
HENEREREBAR PRC R 4,000 Sy 75 " Siodoreign  Manufacture and sales
Zhuhai Coslight Power ZS\ equity joint of sealed lead acid
Company Limited" = r‘_“-n‘ =D venture g batteries —
- ey ) N R e
HYX PRC  RMB100,000,000 e 100 . Wholyowned Menfectweandsaes o 0 "

“ domestic ~of passengers coach S
N _enterprise e e

The English translation is for identification purpose:
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49. Particular of Principal Subsidiaries of the Company continued)

Percentage of

Place of Issued and nominal value of
incorporation fully paid issued ordinary
registration/ share capital/ share capital held by Forms of
Name of subsidiaries operation  registered capital the Company legal entity Principal activities
Directly Indirectly
% %
Coslight India Telecom India INR1,549,480,890 - 100 Private limited ~ Manufacture and sales
Private Limited (2011: company of sealed lead acid
INR1,402,633,590) batteries
HEELHET PRC RMB2,400,000 - 75 Sino-foreign  Manufacture and sales
BRAR equity joint of battery products
Shanghai Sino-IC venture
Microelectronics Company
Limited
REBSRABERE PRC RMB66,860,000 - 95 Wholly-owned ~ Manufacture and sales
BRAR (2011: 100) domestic of passengers coach
QJC (Note b) enterprise
Russia (Golden Stong) Russia RUB248,680,000 - - Private limited ~ Mining for production of
Limited Liability Company (Note ¢) company battery products for

group companies

The English translation is for identification purposes only.

The above table lists the subsidiaries of the Company which, in the opinion of the directors of the
Company, principally affected the results or assets of the Group. To give details of other subsidiaries
would, in the opinion of the directors of the Company, result in particulars of excessive length.

None of the subsidiaries had any debt securities outstanding at the end of both years or during both
J
years. J

2102 podayjenuuy e« pajwi]dnoln jeuotieusalul Abojouyss] ybisod @

Note (a): Thé directors of the Company has resolved to dispose of 60% of equity interest of Cosstone Limited
_ Liability Company} on 12 December 2012. Cosstonigmited Liability Company has been classified as held

for sale as at 31 December 2012:" d_,,-—-"
& e

'r"-—

= - " Note (b): The company is acquired on_jQ‘lVI'éy'ZOﬂ.

= . : Note (c):  The company-is' disp'osgd of on 27 June 2011.

e = X Note (d): The Gorﬁpqny ha"sJ acquired an addition of 4.13% issued capital from non-controlling shareholders on 27

June, 2012.
T




Financial Summary

CONSOLIDATED INCOME STATEMENT

For the year ended 31 December

2008 2009 2010 2011 2012
RMB’000 RMB’000 RMB’'000 RMB’'000 RMB’000
(Restated)
Revenue 2,441,841 2,402,857 2,191,336 2,484,049 2,675,144
Cost of sales (1,861,570) (1,764,875) (1,814,195) (2,059,321) (2,328,622)
Gross profit 580,271 637,982 377,141 424,728 346,522
Other income 23,742 19,518 31,531 41,005 67,553 @
Distribution and selling expenses (182,169) (194,882) (179,604) (162,164)  (157,407) o
Administrative and other operating a
expenses (196,970)  (229,150)  (209,968) (251,823) (294,634) i
Gain on disposal of property, plant and %’
equipment and prepaid lease payments §
in relation to factory relocation 27,425 - - - - =l
Gain on disposal of a subsidiary 2,167 - - 20,790 - %
Gain on deemed disposal of a subsidiary 14,517 - - - - g
Gain on deemed disposal of partial interests Q
in subsidiaries - - - - - E
Finance costs (77,245) (54,100) (65,863) (80,482) (97,260) §
Impairment on goodwill - - (4,193) - - g
Share of results of associates 72,538 87,011 66,590 ﬂ 03,280 109,935 ‘
\ ]
Profit (loss) before tax 264,276 266,379 15,634 95,334 (25,291) ;c%
Income tax expense (87,000) (33,981) (4,570) (Iﬂ 1,981) (7,040) g
Profit (loss) for the year 227,276 232,398 11,064 83,353 (32,331) i
Attributable to: ~— 3 ) .
Owners of the Company 20‘3\,52&-_5_ 20(5?9&4- 6,756 87,669  (20,610)
Non-controlling interests 23,753 . 31,474 “.. 4,308 (4,316)  (11,721)
227,276 232,398~ 11,064 83353  (32,331)

-
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Financial Summary

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December

2008 2009 2010 2011 2012
RMB'000 RMB’000 RMB’'000 RMB’000 RMB’000
(Restated) (Restated)

Total assets 3,845,286 4,274,996 4,509,696 5,178,684 5,705,254

Total liabilities (2,359,719) (2,642,273) (2,859,633) (3,489,254) (4,067,802)

Total equity 1,485,567 1,632,723 1,650,063 1,689,430 1,637,452

Non-controlling interests (167,833)  (184,986) (184,192)  (168,540) (115,058)
Equity attributable to owners of

the Company 1,317,734 1,447,737 1,465,871 1,520,890 1,522,394
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