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CORPORATE PROFILE
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Chaowei Power Holdings Limited (the “Company” together with its subsidiaries, the
“Group”) is mainly engaged in the manufacturing and sales of lead-acid motive
batteries and other related products. These batteries are widely used in electric
bikes, electric vehicles, special-purpose electric vehicles, etc. The Group also
manufactures and sells storage batteries and lithium-ion batteries. It is one of the
very few enterprises which has successfully adopted the enclosed battery
formation process in large scale production.

Headquartered in Changxing, Zhejiang Province, the People’s Republic of China (the
“PRC" or China), the Group’s manufacturing facilities are strategically located in
regions with higher demand for lead-acid motive batteries, namely Shandong,
Jiangsu, Henan, Zhejiang, Anhui, Jiangxi and Hebei Provinces.

The primary market of the Group features top electric bike manufacturers
highlighted by Yadea, Evermaster, Luyuan, Lima and Byvin, and its secondary
market is supported by a nationwide distribution network covering all provinces in
the PRC. The Group has achieved total cadmium-free production by the end of
2013, in fulfillment of its corporate social responsibility as a green enterprise.
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COMPANY SECRETARY
Mr. Leung Wai Yip CPA

AUTHORIZED REPRESENTATIVES
Mr. Zhou Mingming

Mr. Leung Wai Yip CPA

REGISTERED OFFICE

P.0. Box 31119 Grand Pavilion,
Hibiscus Way, 802 West Bay Road,
Grand Cayman, KY1-1205
Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

No. 12, Zhizhou Road, Xinxing Industrial Park

Zhicheng, Changxing

Zhejiang Province, China

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Unit 907, Level 9, Fairmont House, 8 Cotton Tree Drive
Central, Hong Kong

PRINCIPAL BANKS
China Construction Bank, Changxing Jie Fang Dong Road Sub-branch
Bank of China, Changxing County Sub-branch

LEGAL ADVISERS

AS to Hong Kong law

Luk & Partners in Association with Morgan,
Lewis & Bockius

AS to PRC law
Allbright Law Offices

As to Cayman Islands law
Conyers Dill & Pearman
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AUDITORS
Deloitte Touche Tohmatsu, Certified Public Accountants

HONG KONG SHARE REGISTRAR

Computershare Hong Kong Investor Services Limited

Shop 1712-16, 17th Floor Hopewell Centre, 183 Queen'’s Road East
Wanchai, Hong Kong

CAYMAN ISLANDS SHARE REGISTRAR AND
TRANSFER OFFICE

Royal Bank of Canada Trust Company (Cayman) Limited
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FINANCIAL HIGHLIGHTS
B ¥5 2

CONSOLIDATED (rmB'000) BB ARETT)

For the year ended
31 December

BEt-A=T-HLEE

0 2016

Z : —E-RF

RMB’000 RMB'000

B AREFT

Revenue WA 24,654,011 21,454,756

Gross profit EF 2,922,633 2,791,597

Profit attributable to the owners of RATHEE NGRS

the Company 454,816 503,796

Earnings per share — Basic (RMB) BRAEF -EX(ARKET) 0.41 0.48

Proposed final dividend per share (RMB) EERERCRBRE (ARKIT) 0.062 0.068
REVENUE (RMB mn) WA ANEREEET)

REVENUE BREAKDOWN BY PRODUCT WAREREIN
(RMB mn Proportion of Total Revenue) (AR®BET 1hBKRALR)

Electric Vehicle Battery
and Special-purpose
Electric Vehicle Battery

Li-ion Battery
SEEEFEM

232 EHETORERER
BHEDL

4,492 18.22%

3,79217.67%

Electric Bike Battery Others
BEFETEEM HAh
73.42% 18,100 1,830 /.42%
72.28% 15,507 1,827 8.51%
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CHAIRMAN'S STATEMENT
FREIWRS

On behalf of the board (the “Board"”) of directors (the “Directors”) of
the Company, | am pleased to present to shareholders the annual
results of the Group for the year ended 31 December 2017 (the
“Year”).

In 2017, the Group delivered satisfactory results, in particular:

10

Revenue of the Group maintained steady growth and reached
approximately RMB24,654 million.

The Group sustained leadership in the industry as evidenced in
it ranking first in the battery industry for the fifth consecutive
year on the lists of “Top 500 Enterprises of China (H B{>2 500
58)", “Top 500 Enterprises of China’s Manufacturing Industry (-
Ry %¥ M2 50058)" and “Top 100 Enterprises of China Light
Industry (P BIE T 2 H58%)". In addition, it was among the
2017 “Fortune Top 500 Chinese Companies (B4 & Y& B150034)"
and “Top 500 Chinese Private-Owned Enterprises (7 Bl R & 1
35005%)" in the Year. Also, having been selected as eligible
stock to Shenzhen Stock Connect, a testament to its
investment value, the Group has attracted much attention in
the capital market.

The Group maintained its industry-leading technological
strengths and was accredited as a “National Model
Enterprise of Technology Innovation (B R i 8l #T R & (b2 )”
and “National Model Enterprise of Intellectual Property (BIZR %0
BEETEPE)"

Chaowei Power Holdings Limited ¢ Annual Report 2017
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The results of the Group for the Year above were mainly attributable
to the following factors:

Strong economic growth and consumption
upgrade in the PRC boosted demand upgrade
The PRC's gross domestic product (GDP) rose by 6.9% in 2017,
a reverse of the downward trend for the first time since 2011
and indicating of accelerating growth. As society develops,
urbanization going at full steam, transportation networks keep
improving and consumption expenditure per capita increases
in the PRC, market demand for all kinds of electric vehicles will
continue to grow steadily.

Overall profitability stayed stable along with
positive industrial development

With the PRC government continuing to raise environmental
protection standards and tighten regulations on the lead-acid
battery market over the past few years, the entry barrier to the
industry has heightened, offering new opportunities for
development in the industry. The benefit of favorable policies
over the past few years and the policies in relation to new
energy vehicles announced are going to set the new energy
vehicle industry in good order, and that plus adjustments made
by the industry itself will see the new energy vehicle market
consolidate and ultimately improve the profitability of the
industry in the future.

Diversified product mix to respond to the needs
for market development

During the Year, the Group promptly seized market
opportunities by adopting the diversification strategy, as well
as enriching its product series and optimizing its product mix.
For instance, the Group launched the “CHILWEE" Black Gold
Series High-energy Value-regulated Lead-acid (VRLA) Battery
(the "BG Battery”) in 2016, which was the first successful
attempt by an industry player to apply graphene technology in
a commercially-viable, mass-produced lead-acid battery. Since
the launch of the BG Battery, it has received positive response
from customers and market recognition for its performance
and energy efficiency, reflected in the sales volume of the
battery.

As for the development of lithium-ion battery, the Group has
focused on production quality and endeavored to enhance the
technical level of the battery. With the persistence of
innovation in technology, the Group obtained for its lithium-ion
battery products more than 180 patents, and thus enhanced
the excellent safety when in use and specific energy of the
products. As a result, the product has been granted a number
of professional certificates, such as the “National Torch
Program — Certificate for Exemplary Project for
Commercialization (BIR A (BRFEIEX(LREIEEEFE) "
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Focused on production quality and enhancement
of technological capability

The Group believes putting out quality products is the best
strategy for consolidating market share. Thus, it has been
committed to technological innovation and research supported
by its well-established research and development (“R&D")
system as well as outstanding technologies, to help it improve
the quality of its existing products, while achieving results in
R&D of patent-worthy state-of-the-art technologies.

The Group has been moving forward with innovation as its
engine and technological research powering its ability to
innovate. The Group has set up various technological
innovation platforms, including a nationally-recognized
technology center, a nationally-accredited laboratory, and a
national environmental protection engineering technology
center as well as a provincial key research institute. Moreover,
the Group has established an overseas research institute in
Germany. As at 31 December 2017, the Group owned a total of
1,484 patents and had 423 patent applications pending
approval, and the patent application for the core technology of
the BG Battery was making good progress.

Moreover, as one of the largest suppliers of professional green
energy solutions in the PRC, the Group adheres to the
environmentally-friendly development guidelines under the
13th Five-Year Plan for the National Economic and Social
Development (the “13th Five-Year-Plan”) and the reform plan
for promoting eco-civilization system set out in the report of
the 19th National Congress of the Communist Party of China
(the "19th CPC National Congress Report”), and also upholds
the environmental protection principle of “minimizing energy
consumption, pollution and emissions”, as it is determined to
become a role model in “resource conservation and
environmental protection” and promote the Group as the top
green energy brand in the PRC.

The Group took the lead to develop the cadmium-free enclosed
battery formation process (the “Cadmium-free Enclosed
Battery Formation Process”) and has become one of only a few
domestic enterprises to have successfully adopted the
Cadmium-free Enclosed Battery Formation Process in
production.

Chaowei Power Holdings Limited ¢ Annual Report 2017
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V. Expanded distribution network to bolster brand

value

During the Year, the Group strategically established a
nationwide sales and distribution network to help it expand
primary and secondary markets. In the primary market, the
Group maintained cooperation with a number of top electric
vehicle manufacturers, including Evermaster, Yadea, Lima,
Bidewen and Luyuan. And, for the secondary market, the
Group increased the number of independent distributors to
2,341.

The Group has adopted a flat and refined approach in
managing its distributors. It launched a more market-driven
agency mechanism, removing intervening intermediaries in
sales channels and that had won for its greater loyalty from
end-distributors, and in turn the competitiveness of the
“CHILWEE" brand was boosted.

Looking forward, having the leverage of favorable policies
implemented by the PRC government and with urbanization
progressing in good pace, plus the industry consolidating and new
energy electric vehicle market developing, the battery industry can
expect to see solid and healthy growth in the future. The Group will
closely monitor market dynamics and seize arising opportunities by
adjusting flexibly its production and sales strategies, as well as
refining development plan and its sales network so as to achieve
business expansion. In addition, the Group will seek to enhance its
brand value by focusing on technological innovation, undertaking in-
depth research in technology, nurturing industry talent and helping
to improve the new energy industrial chain.

In the Year, at the call to action for green development by the PRC
government, the Group, as the role model in the battery industry,
responded by enhancing production quality and technological
capability and pursuing excellence in innovation, and as a result, it
turned market opportunities into impressive performance.

On behalf of the Group, | would like to express my gratitude to our
shareholders, customers and business partners for their long-time
support and faith in the Group. | would also like to thank the Board,
the management team and our staff for their remarkable contribution
to the Group. With the community giving us attention and
encouragement and the diligence and wisdom of our staff, the Group
will push forward with resolve to capture opportunities to achieve
greater success in 2018.

Zhou Mingming
Chairman and Chief Executive Officer

25 March 2018
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The Group will strive to achieve higher profitability by
increasing operational efficiency. The Group will stay
true to its strategic objective of “maintaining leadership
in talent and technology, product quality and cost
controls as well as branding”, with the aim of realizing
its aspiration to become the exemplary player in the
industry who can “influence technical development
and set production standards”.
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MANAGEMENT DISCUSSION AND ANALYSIS
& 12 [8 51 5 A T3 Tifr

Strategically located production
facilities to seize market opportunities
REMHEERD BiGHiaE

The Group's production facilities have been
strategically located in regions with higher
demand of lead-acid motive batteries
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group is principally engaged in the manufacturing and sale of
lead-acid motive batteries, lithium-ion batteries and other related
products, which are widely used in electric bikes, electric vehicles
and special purpose electric vehicles. Armed with a wide range of
advanced technologies and R&D capability, the Group has
successfully expanded its business to cover manufacturing and sale
of, among others, start-and-stop battery for automobiles.

During the Year, the Group achieved satisfactory performance. With
leading production technologies, strong brand positioning and a
highly-effective distribution network, the Group maintained a leading
position in the industry. Attaching great importance to enhancement
of R&D of technologies, the Group continued to exchange and
cooperate with top international companies in production technigues
during the Year. In addition, to meet new demands bred by changes
in the market and society, the Group expanded the scope of its
business and product offerings, adding batteries that afford better
performance.

BUSINESS REVIEW

. Diversified plan for development in the battery
industry
During the Year, the Group was able to promptly seize market
opportunities via cooperating and developing jointly with
international top experts in various disciplines to enrich its
product mix. In addition, the Group achieved breakthroughs
and effectively responded to market demands by implementing
thoroughly a diversified strategic plan to develop lead-acid
motive batteries, the BG Battery, lithium-ion batteries and start-
and-stop batteries.

Lead-acid motive battery, the Group’s major product,
maintained its industry leadership and achieved stable sales. In
the Year, sales of lead-acid motive batteries of the Group
amounted to approximately RMB22,592 million, representing a
year-on-year increase of approximately 17.1%.

The Group launched the BG Battery in 2016, which was the first
successful attempt by an industry player at applying graphene
technology into a commercially-viable, mass produced lead-
acid battery. Since it was launched, the BG Battery has
received positive response from customers and market
recognition for its performance and energy efficiency, which is
reflected in the sales volume of the battery.
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& 12 [8 51 5 A T3 Tifr

18

As for the development of lithium-ion battery, the Group has
adopted a pouch-type technigue in manufacturing lithium-ion
batteries, giving them excellent performance, high safety-in-
use and specific energy, conducive to lightweight development
and increase in boost range of the batteries. During the Year,
the Group focused on enhancing both the technical level and
production capacity of lithium-ion batteries and obtained more
than 180 patents and professional certificates, such as the
“National Torch Program — Certificate for Exemplary Project
for Commercialization (B X fEFT 8 E L REIBE FE)",
for its products and in honor of its hard work. In the Year, the
sales of the lithium-ion battery products amounted to
approximately RMB232 million.

The commercial production of start-and-stop battery products,
co-developed by the Group and the German battery
manufacturer Akkumulatorenfabrik MOLL GmbH & Co. KG,
commenced in the fourth quarter of 2016.

Further consolidated industry position

For the year ended 31 December 2017, the Group recorded
revenue of approximately RMB24,654 million, representing a
year-on-year increase of approximately 14.9%. Profit
attributable to owners of the Company was approximately
RMB455 million, and overall gross margin was approximately
11.9%.

The Group enjoys an industry position well-recognized by the PRC
government and its peers as evidenced in it ranking first in the
battery industry for five consecutive years on the lists of “Top 500
Chinese Enterprises (4 B 1 2 5005%)", “Top 500 Enterprises of
China’s Manufacturing Industry ( B &43& 3 1 $50058)" and “Top
100 Enterprises of China Light Industry (FF Bl T 2 5 g (b 2)".
In addition, the Group made it among the 2017 “Fortune Top 500
Chinese Companies ({84 & ) B 5003%)" and “Top 500 Chinese
Private-Owned Enterprises (7 Bl R & 7% 50054%)". And, in March
2017, it was selected as eligible stock to Shenzhen Stock Connect,
attracting much attention in the capital market and speaking
volumes to its investment value.
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MANAGEMENT DISCUSSION AND ANALYSIS

Advanced technology and innovation and built
a team of top talent

Innovation has been the Group's core competitive strength.
Thus, to ensure of its stay competitive, the Group attaches
utmost importance to technological research. In the Year, the
R&D expenses of the Group amounted to approximately
RMB776 million, approximately 3.1% of the Group’s total
revenue. As at 31 December 2017, the Group owned a total of
1,484 patents and had 423 patent applications pending
approval, while the patent application for the core technology
of the BG Battery progressed in good strides.

Regarding its talent pool, the Group is committed to building a
team of top talent in R&D by recruiting professionals, who can
help it maintain technological leadership in the industry. The
Group has been actively bringing into the Company world-class
talent in the industry these past few years. As at 31 December
2017, the Group had in its team more than 20 reputed
domestic and foreign experts, 3 of whom were brought in via
the “Program of One Thousand Talent (F A5t#l)". In addition,
named a National Model Enterprise of Technology Innovation
(B R £ 17 8 %7 7R 8 1 %) and National Model Enterprise of
Intellectual Property (Bl 1% E#E R FR%), the Group offers
various technological innovation platforms, including a
nationally-recognized technology center, a nationally-
accredited laboratory, and a national environmental protection
engineering technology center, as well as a provincial key
research institute, an academic work station and a post-
doctoral research work station. It has also established an
overseas research institute in Germany.

Strategically expanded distribution network to
boost brand value

The Group has a nationwide sales and distribution network
covering all primary and secondary markets. For the primary
market, the Group maintains cooperation with a number of top
electric bike manufacturers, including respected brands as
Yadea, Lima, Evermaster, Bidewen and Luyuan. In the
secondary market, the Group has the support of a total of 2,341
independent distributors.

3.
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The production facilities of the Group are strategically located
in regions with higher demand for lead-acid motive batteries,
including Zhejiang, Henan, Jiangsu, Anhui, Shandong, Jiangxi
and Hebei Provinces. The strategic deployment of production
facilities not only gives the Group easy access to and flexibility
in developing its markets, but also allows it to save storage and
logistics costs, operate at high efficiency, and ultimately boost
profitability.

The Group adopts a flat and refined approach in managing its
distributors. It has launched a more market-driven agency
mechanism, removing intermediates in sales channels, and as
a result enhanced the competitiveness of its brand. The Group
continued to engage the renowned movie star Mr. Donnie Yen
as spokesperson to help strengthen the “CHILWEE" brand
reputation and boost brand influence, thereby earn the trust
and preference of customers.

Promoted green energy as an industiry role model
As one of the largest suppliers of professional green energy
solutions in the PRC, the Group’s mission and vision has always
been to “Advocate Green Energy, Perfect Human Life” and “to
become a global new energy company capable of creating
good value”. The Group upholds the environmental protection
principle of “minimizing energy consumption, pollution and
emissions” and is determined to become a role model
dedicated to “resource conservation and environmental
protection”, thereby promoting as the top green energy brand
in the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Distribution of Independent Distributors of CHILWEE and JINCHAOWEI
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The Group has led in the development of the Cadmium-free
Enclosed Battery Formation Process and is one of the very few
domestic enterprises which have successfully adopted the
Cadmium-free Enclosed Battery Formation Process in
production. Total cadmium-free production was achieved by
the Group by 2013. To fulfill its commitment to and promote
“Green Production”, the Group has equipped its newly
established plants with advanced emission-control equipment.
This industry-leading practice has seen an increase in reliance
on the application of the Cadmium-free Enclosed Battery
Formation Process in lead-acid battery production across the
industry. In addition, the Group has been active in promoting
recycling of used batteries and pioneered a lead
recycling project called “Atom Economy Method (R T#85%)".
By converting used lead-acid batteries into directly-usable lead
powder through a chemical process under the project, the
Group has achieved a recycling rate of approximately 99% for
lead and reduced emission of smoke and dust, and sewage
and exhaust gas, setting the benchmark for the production of
lead-acid batteries and the renewable energy industry.

During the Year, Chaowei Power Co., Ltd. and Shandong
Chaowei Power Co., Ltd., subsidiaries of the Group, were
named among the “First Batch Exemplary Green Manufacturers
2017" by the Ministry of Industry and Information Technology
of the PRC ("MIIT"), recognizing their efforts to stay at the
forefront of the battery industry.

OUTLOOK

22

Electric vehicle market has highly attractive
growth prospects

Electric bikes, electric tricycles and mini electric vehicles have
become important daily means of transportation in third and
fourth tier cities and in rural areas in the PRC. Changes in the
society, urbanization picking up pace, transportation network
constantly improving and increasing consumption expenditure
per capita in the PRC have all helped keep market demand for
all kinds of electric vehicles on to the steady growth trend. The
increase in demand for electric vehicles will certainly drive the
production and sales of battery products.

Chaowei Power Holdings Limited ¢ Annual Report 2017

AEBRAHEBBACKTIE  ZHAE
ADBBER N A E B2 RAEBACK
TENGRE - FR-_T—=F  X£EEZ2
EEREBEE - HRIVENBRE IERA L
ENPRRE  ELER [RefE] Ii
BITEMRE  S|EmESHEERBAERL
B o BN AEEEGRESEEE MO
BAA - BallRFEE] tiEWKIAR -
BB EREENRENEB LA ER
e AR EER R - {6 3 [ 4R PR SR SE B 49 99%
TEIEE - K RERNBERAERELD - B
MM EBEEBETEMYL TR -

BRitzoh - REEE T EBEERER A FM
LRBHRERERAANAFELEE NEH
BERTEMESE[ TEED A MAH
2017 FE—MHEERETHBE] KAE
TSR AR

RIRBE

EMEHIHRIRER

BEHETE  BEH—HENMEEFHEIEN
RPE= - WRBEREREMNRBEE
ANEERBTH BERELGHER
B’ MR LSRN - BEERRKER
ANSHBARE  SPAEHENTIHF R
BREREIER - LSRN ESEMIHHE
Ko BhaREBEMNEEMIBEESRX
FRIRIB RIEN -



MANAGEMENT DISCUSSION AND ANALYSIS

New energy vehicles bring new opportunities

The PRC government has implemented a new policy with
regard to new energy vehicles to promote healthy
development of the new energy vehicle industry. The joint
announcement dated 27 December 2017 issued by the Ministry
of Finance ("MOF"), the State Administration of Taxation, MIIT
and the Ministry of Science and Technology (“MST") of the PRC
stated that, between 2018 and 2020, all buyers of eligible new
energy vehicles are entitled to a tax exemption on purchase of
new energy vehicles. The tax exemption may ensure the lower
taxation cost on purchase of a new energy vehicle relative to a
conventional vehicle, despite the reduction of government
subsidy for new energy vehicles. Pursuant to the “Notice on
Adjusting and Improving the Policy of Financial Subsidy for the
Promotion and Application of New Energy Vehicles (B8R FHEE
5T & ¥ 80 R 7 58 HE E FE PR B AR Bh ISR 89 3 &0)” jointly
released by MOF, MIIT, MST and the National Development and
Reform Commission of the PRC on 12 February 2018, the
financial subsidy threshold for new energy vehicles will be
adjusted and optimized based on changes in costs, and the
financial subsidy threshold for new energy buses and new
energy special vehicles will be reduced reasonably. The above
policies will encourage the production of new energy vehicles,
optimize the structure of the new energy vehicles industry,
enhance technical standards of the industry and strengthen its
core competitiveness, and ultimately foster strategic
development of the new energy vehicles. And, it is clear that
the advancement and continuous improvement of the new
energy vehicle industry will take the development of battery
industry to the next level.
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Tap the rapidly and continuously expanding
lead-acid battery market

With merits in cryotolerance, safety, high price-performance
ratio and recyclability, the lead-acid battery is widely applied in,
among others, hybrid electric vehicles, electric vehicles and
electric bikes, topping the list of all types of battery. In addition,
while the demand for electric vehicles has remained stable,
users of such as electric bikes and special-purpose electric
vehicles are required to replace the lead-acid motive batteries
in their vehicles within a specific timeframe. Such
developments are favorable to the continuous and steady
growth in sales volume of lead-acid motive batteries. According
to a report of the market research company Frost & Sullivan,
steady growth is expected between 2016 and 2021 for the
sales volume of lead-acid batteries for electric bikes in the PRC
at a projected compound annual growth rate (CAGR) of
approximately 5.4%.

Thanks to steady growth in lead-acid battery industry, the PRC
has become the largest lead-acid battery producer, exporter
and consumer in the world. And, to strengthen regulation of
the lead-acid battery market, the PRC government has kept
tightening environmental standards and, as such, the entry
barrier to the industry has also been rising continually. The
“Regulatory Standards of Lead-acid Battery Industry
(2015 Edition)” (€ &% & T /17 3% #7 &8 {5 14 (2015 5 7)) was
announced and has been implemented. According to the
environmentally-friendly development guidelines in the 13th
Five-Year Plan and the reform plan for promoting eco-
civilization system in the 19th CPC National Congress Report,
continuing effort to eliminate obsolete capacity has seen the
lead-acid battery industry assuming a healthier structure.
Regulatory policies of the PRC government and adjustment of
the industry itself have facilitated market consolidation, and
accordingly the industry’s profitability is expected to increase
in the future.
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MANAGEMENT DISCUSSION AND ANALYSIS

DEVELOPMENT STRATEGIES

In the Year, consolidation and structural optimization of the industry
continued. Looking ahead, as one of the leading enterprises in the
battery industry, the Group, with its integrated strength, will enhance
the competitiveness of a number of its segments, from motive
batteries and motive systems to electric vehicles, and also from
storage batteries and energy storage stations to energy storage
systems. In addition to aiming for solid expansion of existing
businesses by strengthening its technology and R&D capability
continuously, the Group will push to diversify its business scope and
explore new growth drivers. In 2018, the Group will continue to
implement the following development strategies:

I.  Consistently enhance competitiveness and

explore new growth drivers

The Group will continue to seize opportunities presented by
favorable policies of the PRC government to fortify its
businesses. It will enhance the competitiveness of its series of
high-quality differentiated products and strengthen its market
leadership by improving production processes and product
quality, as well as optimizing product mix. At the same time,
the Group will closely monitor market situations, timely adjust
its production and sales strategy, if necessary, and actively
seek high-quality business opportunities to the end of
generating better returns to investors.
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& 12 [8 51 5 A T3 Tifr

Strengthen technological capability and take up
responsibility for environmental protection

The Group will remain steadfast in implementing its
technology-driven strategy for development and launching
patented technologies and capitalizing on its advanced
technological achievements to unearth new growth drivers. In
addition, the Group will always remember to fulfill its industrial,
social and environmental responsibilities heeding related
government policies. Adhering to its environmental protection
philosophy of “minimizing consumption of resources, pollution
and emissions” and applying the concept of “innovation,
integration and green” in the entire product life cycle, the
Group will push to realize harmonious coexistence of all
stakeholders of its operations, build a mutually beneficial
relationship between the enterprise and the society and
minimize the impact of its operations on the environment.

Expand sales network and enhance soft power of
the brand

The Group will continue to improve its distribution network by
adopting a strategic production master plan and cooperating
with business partners. It will closely track market trends that it
may identify and attract target consumers effectively. At the
same time, the Group will broaden its marketing strategy to
cover brand building on top of channel expansion, so as to
enhance the soft power of the "CHILWEE" brand, building it
into a renowned and respected battery brand that offers high
added value.

The Group will stay true to its strategic objective of “maintaining
leadership in talent and technology, product quality and cost controls
as well as branding”, with the aim of realizing its aspiration to
become the exemplary player in the industry who can “influence
technical development and set production standards”.

26
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

The Group's revenue amounted to approximately RMB24,654,011,000
in 2017, increased by approximately 14.9% over approximately
RMB21,454,756,000 for 2016, which was primarily attributable to the
growth in sales amount of electric bike batteries, electric vehicle
batteries and special-purpose electric cars batteries.

Gross profit

The Group's gross profit amounted to approximately
RMB2,922,633,000 in 2017, representing an increase of
approximately 4.7% over approximately RMB2,791,597,000 for 2016.
The gross profit margin in 2017 was approximately 11.9% (2016:
approximately 13.0%) and the decrease in gross profit margin was
mainly due to the increase in lead prices.

Other income and other gains

The Group's other income and other gains amounted to
approximately RMB324,982,000 in 2017, representing an increase of
approximately 103.6% from approximately RMB159,655,000 in 2016,
which was mainly due to increase in government grants.

Distribution and selling expenses

The Group's distribution and selling expenses amounted to
approximately RMB884,310,000 in 2017, representing an increase of
approximately 8.8% from approximately RMB813,088,000 for 2016,
which was primarily attributable to increase in after-sales service
expenses and transportation costs in 2017. For 2017, the distribution
and selling expenses as a percentage of revenue were approximately
3.6% (2016: approximately 3.8%).

Administrative expenses

The Group's administrative expenses were approximately
RMB546,778,000 in 2017, representing an increase of approximately
48.1% over approximately RMB369,169,000 for 2016, which was
primarily attributable to increases in staff expenses and professional
fees in 2017. The increase in administrative expenses was in line
with the Group's business expansion.
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Research and development expenses

R&D expenses amounted to approximately RMB775,849,000 in 2017,
representing an increase of approximately 34.5% over approximately
RMB576,890,000 for 2016, which was primarily attributable to
increases in costs of research materials and R&D staff costs as a
result of a greater number of R&D projects being undertaken,
including R&D in new products.

Finance costs

The Group's finance costs increased by approximately 29.8% from
approximately RMB193,123,000 for 2016 to approximately
RMB250,636,000 for 2017. The increase in finance costs was
primarily due to an increase in interest expenses on bank
borrowings, short term financing notes and medium-term notes.

Profit before tax

For the above reasons, the Group's profit before tax decreased by
approximately 9.8% to approximately RMB635,639,000 in 2017 (2016:
approximately RMB705,070,000).

Taxation

The Group's income tax expenses increased by approximately 90.4%
to approximately RMB163,755,000 in 2017 (2016: approximately
RMB86,012,000). The effective tax rate of approximately 25.8% in
2017 (2016: approximately 12.2%) was mainly due to tax effect of
certain subsidiaries tax losses that were not recognised.

Profit aftributable to owners of the Company
In 2017, profit attributable to owners of the Company amounted to
approximately RVIB454,816,000. Profit attributable to owners of the
Company for 2016 was approximately RMB503,796,000.
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MANAGEMENT DISCUSSION AND ANALYSIS

Liquidity and financial resources

As at 31 December 2017, the Group had net current assets of
approximately RMB1,582,230,000 (31 December 2016: net current
assets of approximately RMB581,679,000). Cash and bank balances
were approximately RMB1,501,319,000 (31 December 2016:
approximately RMB588,439,000). Net debts, including bank
borrowings, corporate bonds, obligation under finance leases,
medium-term notes and deducting cash and bank deposits, were
approximately RMB3,781,851,000 (31 December 2016: approximately
RMB2,585,553,000), which were mainly used to finance the capital
expenditure and daily working capital of the Group. They were
denominated in RMB, EUR or HKD, of which approximately
RMB3,657,867,000 bore interest at fixed rates and approximately
RMB3,193,586,000 were repayable within one year. The Group
adopts centralised financing and treasury policies in order to ensure
that the Group’s funding is utilised efficiently and it monitors its
interest rate risks in a conservative manner.

As at 31 December 2017, the Group's current ratio (current assets/
current liabilities) was 1.18 (31 December 2016: 1.08) and gearing
ratio (net debts/total assets) was approximately 22.2% (31 December
2016: approximately 19.9%). The Group has sufficient cash and
available banking facilities to meet its commitments and working
capital requirements. This strong cash position enables the Group to
explore potential investment and potential business development
opportunities to expand its domestic market share.

Exchange rate fluctuation risk

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

Contingent liabilities
The Group had contingent liabilities amounting to RMB8,000,000 as
at 31 December 2017 (31 December 2016: nil).
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MANAGEMENT DISCUSSION AND ANALYSIS
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Pledge of assets

At the end of the reporting period, certain of the Group's assets were
pledged to secure banking facilities granted to the Group. The
aggregate carrying amount of the assets of the Group pledged at the
end of each of the reporting periods is as follows:

EEMIP

RmERERE - ARERFETEEERIRT
BT AKERITRENER - REREMERE
AEBCDEREENBIREENT -

2017 2016
—Z—+tF —ERF
RMB'000 RMB'000
ARBTR ARBTT

Buildings EF 600,056 410,621
Land use rights -+ b {5 A A 212,408 28,301
Plant and machinery R E K ies 255,283 -
Bills receivable FEWEE 1,005,960 811,109
Restricted bank deposits R &IRITIER 1,052,383 526,778

Capital commitments B IR RIE
2017 2016
—E—+F —E-RE
RMB’'000 RMB’000
AR®T T ARBTFT

Contracted but not provided for BB TFIIEEB T4 B REHE

— acquisition of property, plant and equipment —IgEEY % - BE R &1E 142,204 245,647
- acquisition of intangible asset —WEEEEE 7,803 -
— capital contribution to associates —AEERREE 39,028 19,000
— capital contribution to a joint venture —A—HaErEFE 12,800 -

30 Chaowei Power Holdings Limited ¢ Annual Report 2017



MANAGEMENT DISCUSSION AND ANALYSIS

Human resources and employees’ remuneration
As at 31 December 2017, the Group employed a total of 18,215 (31
December 2016: 18,705) staff members in the PRC and Hong Kong.

During the Year, the total cost of employees amounted to
approximately RMB1,202,619,000. The Group sought to further
strengthen staff training by offering focused training programmes
and study tours to management and professional technical
personnel, and disseminating the latest information of government
policy on the lead-acid motive battery industry to staff. The Group
continued to strive for the enhancement of professional standards
and overall qualities of its staff. The Group also provided competitive
salary packages to its staff, encouraging them to be fully dedicated
in their work and to leverage their capabilities in serving its
customers.

Significant investment, material acquisition or disposal
of subsidiaries, associates and joint ventures

There were no significant investments held, no material acquisitions
or disposals of subsidiaries, associates and joint ventures during the
Year, nor was there any plan authorized by the Board for other
material investments or additions of capital assets at the date of this
annual report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SHARES

During the Year, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company's listed shares.
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MANAGEMENT DISCUSSION AND ANALYSIS
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SHARE OPTION SCHEME

The Company conditionally adopted a share option scheme on 7
June 2010 (the “Share Option Scheme”), which became effective on
7 July 2010, for the purpose of giving the eligible persons an
opportunity to have a personal stake in the Group and motivating
them to optimize their future performance and efficiency to the
Group and/or to reward them for their past contributions, attracting
and retaining or otherwise maintaining on-going relationships with
such eligible persons who are significant to and/or whose
contributions are or will be beneficial to the performance, growth or
success of the Group, and in the case of executives, enabling the
Group to attract and retain such individuals with experience and
ability and/or to reward them for their past contributions. As at the
date of this annual report, the Share Option Scheme has a remaining
life of approximately 2 years and 3 months.

The maximum number of shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme and any
other schemes of the Group shall not in aggregate exceed 10% of
the total number of shares in issue as at 7 July 2010, being the listing
date of the shares of the Company on the Stock Exchange, being
100,000,000 shares, which represented about 9.03% of the total
issued share capital of the Company as at the date of this annual
report. No options may be granted to any participant of the Share
Option Scheme such that the total number of shares issued and to
be issued upon exercise of the options granted and to be granted to
that person in any 12-month period up to the date of the latest grant
exceeds 1% of the Company’s issued share capital from time to time.

Subject to the provisions of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), the Board may
in its absolute discretion when offering the grant of an option impose
any conditions, restrictions or limitations in relation thereto in
addition to those set those in the Share Option Scheme as the Board
may think fit, including the time or period before the right to exercise
the option in respect of all or any of the shares shall vest, provided
that such terms or conditions shall not be inconsistent with any
other terms or conditions of the Share Option Scheme.
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MANAGEMENT DISCUSSION AND ANALYSIS

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period as determined by
the Board and not exceeding 10 years from the date of the grant
under the Share Option Scheme. There is no minimum period for
which an option must be held before it can be exercised. Participants
of the Share Option Scheme are required to pay the Company
HK$1.0 upon acceptance of the grant on or before 28 days after the
offer date. The exercise price of the options is determined by the
Board in its absolute discretion and shall not be less than whichever
is the highest of:

(@ the nominal value of a share;

(b)  the closing price of a share as stated in the Stock Exchange's
daily quotations sheets on the offer date; and

(c) the average closing price of a share as stated in the Stock
Exchange's daily quotation sheets for the five business days
immediately preceding the offer date.

The Share Option Scheme shall be valid and effective for a period of
10 years from the adoption date, after which no further options will
be granted or offered. No options have been granted under the
Share Option Scheme since its adoption to 31 December 2017.

Apart from the foregoing, at no time during the Year was the
Company, or any of its holding companies or subsidiaries a party to
any arrangement to enable the Directors to acquire benefits by
means of the acquisition of shares in or debentures of the Company
or any other body corporate.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of
corporate governance in the interests of shareholders. The Company
has complied with all code provisions of the Corporate Governance
Code contained in Appendix 14 (the “Code”) of the Listing Rules
throughout the Year, except for the deviation as stated below.

Code Provision A.2.1 of the Code requires the roles of chairman of
the Board and chief executive officer to be separated. Mr. Zhou
Mingming is currently both the chairman of the Board and chief
executive officer of the Company. The Board considers that the
current arrangement facilitates the execution of the Group’s
business strategies and maximizes efficiency of its operation and is
therefore beneficial to the Company and its shareholders as a whole.
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MANAGEMENT DISCUSSION AND ANALYSIS
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) set out in Appendix 10
to the Listing Rules as the code of conduct regarding securities
transactions of the Directors, senior management and relevant
employees (who, because of their office in the Company, are likely to be
in possession of unpublished inside information) of the Company.
Having made specific enquiry of all Directors, all of them have confirmed
that they have complied with the required standard set out in the Model
Code throughout the Year.

AUDIT COMMITTEE

The Company has established the Audit Committee. Its primary
duties include, among other things, the review and supervision of
the Group’s financial reporting process, risk management and
internal control system. The Audit Committee comprises all four
independent non-executive Directors of the Company, namely Mr.
Lee Conway Kong Wai (“Mr. Lee”), Mr. Wang Jigiang, Prof. Ouyang
Minggao and Mr. Ng Chi Kit. Mr. Lee is the chairman of the Audit
Committee. Mr. Lee has professional qualification and experience in
accounting and financial matters.

The Audit Committee has met and discussed with the external
auditors of the Company, Deloitte Touche Tohmatsu, and has
reviewed the accounting principles and practices adopted by the
Group and the audited results of the Group for the Year. The Audit
Committee considered that the consolidated results of the Group for
the Year are in compliance with the relevant accounting standards,
rules and regulations and that appropriate disclosures have been
duly made in accordance with Appendix 16 of the Listing Rules in this
annual report.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROPOSED FINAL DIVIDEND AND CLOSURE OF
REGISTER OF MEMBERS

The register of members of the Company (the “Register of
Members”) will be closed from 25 June 2018 to 28 June 2018 (both
days inclusive), for the purpose of determining shareholders’
entitlement to attend the forthcoming annual general meeting (the
“AGM"), during which period no transfer of shares of the Company
will be registered. In order to qualify for attending the Annual General
Meeting, the shareholders should ensure that all transfer documents,
accompanied by the relevant share certificates, are lodged with the
Company’s branch share registrar, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, N0.183 Queen’s Road East, Wanchai, Hong Kong for
registration by no later than 4:30 p.m. on 22 June 2018.

The Board has resolved to recommend the payment of a final
dividend of RMB0.062 per share for shareholders whose names
appear on the Register of Members on 9 July 2018. The Register of
Members will be closed from 5 July 2018 to 9 July 2018, both days
inclusive, and the proposed final dividend is expected to be paid on
19 July 2018. The payment of dividends shall be subject to the
approval of the shareholders at the Annual General Meeting of the
Company expected to be held by 28 June 2018. In order to be
qualified for the proposed final dividend, shareholders should deliver
share certificates together with transfer documents to the
Company’s branch share registrar, Computershare Hong Kong
Investor Services Limited, at Shops 1712-16, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for registration
not later than 4:30 p.m. on 4 July 2018.

APPRECIATION

The future robust development of the Group hinges on the full
support of its shareholders, customers and business partners as well
as the dedicated commitment and hard work of our staff. The Board
would also like to take this opportunity to express its sincere
gratitude to them. The Group intends to continue its concerted
efforts to advance its business development to new heights while
bringing lucrative returns to the supporters of the Group.
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DIRECTORS AND SENIOR MANAGEMENT

SENSHREERE

EXECUTIVE DIRECTORS

Mr. Zhou Mingming (/EBAER), aged 49, is the founder of the Group,
the chairman of the Board, an executive Director and the chief
executive officer of the Group. Mr. Zhou is mainly responsible for
the Group’s overall strategy planning and investment decisions.
Mr. Zhou received a bachelor’s degree in chemistry from
Hangzhou Normal University (47 /1 B &3 £ Bz ) in July 1990, and has
over 20 years experience in the lead-acid battery industry. Mr. Zhou
is the younger brother of Mr. Yang Xinxin, and the son of Mr. Zhou
Longrui and Ms. Yang Yunfei, all being executive Directors. Also, Mr.
Zhou is the spouse of Ms. Fang Jianjun, a non-executive Director.

Mr. Zhou Longrui (A#E%s), aged 79, is an executive Director of the
Group. He is mainly responsible for the overall supervision of the
technical aspects of our production process. Mr. Zhou joined the
Group in January 1998. Mr. Zhou has rich experience in the lead-acid
battery industry gained at the Group and through previous
employment. Early in 1994 and since then, Mr. Zhou published
several professional articles in the field of lead-acid batteries on
various magazines such as Batteries ((& & tt)), International Power
Information (EIFR TR B )) and Power Technologies (TR ELAT),
etc. Mr. Zhou was appointed the vice-chairman of the First Session
of Lead-acid Battery Committee (£ — BB EBNEX LT E =
f£Z 8) by China Electrotechnics Technology Academy (P BE T
fir2Z2<) in August 2008 and a member of National Lead-acid Battery
Standardization Technology Committee (& [ $# Bk T b 1Z 2 (b £ 17
ZB89)in July 2007. He is the father of Mr. Zhou Mingming and Mr.
Yang Xinxin and the spouse of Ms. Yang Yunfei, all being executive
Directors. He is also a father-in-law of Ms. Fang Jianjun, a non-
executive Director.

Ms. Yang Yunfei (5E ), aged 75, is an executive Director of the
Group. She is mainly responsible for the management of the Group'’s
procurement and building. She has been with the Group since
January 1998. Ms. Yang has worked in several battery manufacturing
factories, responsible for manufacturing or overall operation of the
factories and worked for the establishment preparation of the Group.
Ms. Yang has accumulated rich experience in the lead-acid battery
industry gained at the Group and through previous employment. Ms.
Yang Yunfei is the mother of Mr. Zhou Mingming and Mr. Yang Xinxin
and the spouse of Mr. Zhou Longrui, all being executive Directors.
She is also a mother-in-law of Ms. Fang Jianjun, a non-executive
Director.

36 Chaowei Power Holdings Limited ¢ Annual Report 2017

WMTES

FBBALLE - 4955 - NEERIMA  BEFEXF
WITESRITRAH  T2EEAKENEES

BER B MIREREK - ARER—NNEF LA
e & 2B IR B R LB - L FHERES

TTERRBBE20F - AEERGHIEENRS
KEAREREERGERL L (REALTORATE
F)ZTF o Mo ARERATESTTREX L
ZBCAB -

BEWEALE 795 BRAKEHRTES TER
EAGEAETERMEENEREE - AL
R=AANF—AMALREHE - AEELREAE
BEARABER  EHEKRELTERREER
% o FR—NNOFRLG - ALEEKEEL)
(EREREE) (BRRMEZNKELT
EMWEX  E5DERTZREXWX - AL
ER-_ZZNFNARFEETIRNEEZER

FEHREESHLEXREEETERE —F
THFLARZEREEMEREORELCRME

EEZ8 AALERAFARARENGHHEELZ
R BERLXL(ZEMALHRIITES)HBE -
BIRIFATEETRELRLIZRS °

BERLZL 755 AAKEHTES 28
BEARENRBMERZEE - BREIE AN
F-ANMAXEEES - BRLLGERRERE
MBGER  AELEFEIBEEEEE LA
BEEAREENKYL - BREERAEE LR
NEER EREELTERBELEELR -HE
REETZARAXERGHFEEZE Bl
FTE(RBATHBATES) 2B - KIFRFE
WITESTRERLT2EE -



DIRECTORS AND SENIOR MANAGEMENT

Mr. Yang Xinxin (#%7%7), aged 51, is an executive Director of the
Group. He is mainly responsible for assisting Mr. Zhou Mingming in
the discharge of Mr. Zhou's duties in the overall management of
the Group. Mr. Yang joined the Group in August 2011. He has
vast experience in the management of sizeable organisations.
Immediately prior to joining the Group, Mr. Yang was the secretary
of the party committee (¥ Z £ #) and deputy head (& iz &) of
Zhejiang Design Institute of Water Conservancy and Hydroelectric
Power (7 T & 7K #) 7K & #) 8l 3% 5t Br), and had served in such
positions since August 2006. Mr. Yang was the deputy head (8l &)
of the People’s Government of Anji County, Zhejiang Province (#1/T
BLE B ARBUT) between June 2001 and August 2003. Mr. Yang
was the deputy director of Water Resources Department of Zhejiang
Province (J# )T & 7K F BZ) between August 2003 and August 2006.
Mr. Yang is a professor-level senior engineer (0% & = 4 T2 60).
Mr. Yang obtained a bachelor degree from Anhui University of
Science & Technology (Z#32 T X&), formerly known as Huainan
Mining Institute (J 55 % 2 8%), in July 1988 and a master degree
from Zhejiang University (47 /L X £) in March 1991. Mr. Yang is an
elder brother of Mr. Zhou Mingming, the son of Mr. Zhou Longrui and
Ms. Yang Yunfei, all being executive Directors. He is also a brother-
in-law of Ms. Fang Jianjun, a non-executive Director.

NON-EXECUTIVE DIRECTOR

Ms. Fang Jianjun (7535 ), aged 49, was appointed as a non-executive
Director of the Group on 17 November 2013. Ms. Fang received a
bachelor’s degree in chemistry from Hangzhou Normal University
(AN EMEE A 22) in July 1990. From August 1990 to October 1998,
Ms. Fang was a teacher at Hongxi Middle School (I ¥ & £) in
Zhejiang Province, the PRC. Ms. Fang is the spouse of Mr. Zhou
Mingming, an executive Director, the chairman of the Board, and
the controlling shareholder (as defined under the Listing Rules) of
the Company. She is also a daughter-in-law of Mr. Zhou Longrui
and Ms. Yang Yunfei, a sister-in-law of Mr. Yang Xinxin, all being
executive Directors.
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DIRECTORS AND SENIOR MANAGEMENT

SENSHREERE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Wang Jigiang (Z##5%), aged 78, is an independent non-executive
Director of the Group. Mr. Wang has more than 50 years of experience in
the field of electrochemistry. Before he retired in December 2008, Mr.
Wang has been working in the 18th Research Institute, China Electronics
Technology Group Corporation (FREFEHE EEARE+/\BFEF)
since October 1962 as a vice-chief engineer. In addition, Mr. Wang
received various awards of national and provincial levels for his
achievements on development of new battery technology, such as the
first class award on science and technology advancement (BHE2 43 2
—%14%) from the former Ministry of Electronics Industry (presently known
as MIIT) on his research on lithium rechargeable battery technology in
October 1999. Mr. Wang received a bachelor’s degree in electrochemistry
from Fudan University in 1962, and went to Stanford University in the
United States as a visiting scholar on government sponsorship from 1982
t0 1985. After returning to the PRC, he received the title of professor and
mainly in charge of new battery technology development. After his
retirement, Mr. Wang has continued to assist China Industrial Association
of Power Sources (FB{L YR EIRTTERE) to organise various
international and domestic technology exchange activities, including
China International Solar Photovoltaic Industry Fair (FEIEIR BithiEE <
BRI E) which is held biennially.

Prof. Ouyang Minggao (B\fz8A5), aged 59, is an independent
non-executive Director of the Group. Prof. Ouyang graduated from
the Technical University of Denmark with a doctorate degree in
Engineering in 1993. He worked at Tsinghua University (FE A2
since 1994 at which he held various titles including Ministry of
Education Scholar Chang Jiang Special Professor (5 &I 2& 5
BEZ#%) and supervisor of the National Key Laboratory for Automobile
Safety and Energy-saving Research (REZ 2 EEREBIREMUERE
F{F). Prof. Ouyang is a Standing Member of the National Committee
of the Chinese People’s Political Consultative Conference (I AR
e em2BEEZE ¥ L E). Prof. Ouyang served as
independent non-executive Director of Sinotruk (Hong Kong) Limited
(Stock Code: 3808), a company listed on the Main Board of the Stock
Exchange, from July 2007 to December 2015, Shanghai Diesel Engine
Company Limited (Stock Code: 600841) (_E/&4 D AR A R)), a
company listed on the Main Board of Shanghai Stock Exchange, from
May 2012 to May 2015, Aerospace Hi-Tech Holdings Group Co., Ltd.
(Stock Code: 000901) (MAEHHIZEREER DB R AF) and
Chongging Changan Automobile Company Limited (Stock Code:
000625) (BEERL/AERMERAR]), both companies listed on the
Main Board of Shenzhen Stock Exchange, from December 2011 to
March 2013 and from May 2012 to March 2016, respectively.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Lee Conway Kong Wai (Z=#1), aged 63, is an independent
non-executive Director of the Group. Mr. Lee received a bachelor’s
degree in arts from the Kingston University (formerly known as the
Kingston Polytechnic) in London in July 1980 and obtained his
postgraduate diploma in business from the Curtin University of
Technology in Australia in February 1988. Mr. Lee served as a partner
of Ernst & Young for 29 years until 2009 and had held key leadership
positions in the development of such firm in the PRC. Mr. Lee is a
member of the Institute of Chartered Accountants in England and
Wales, the Institute of Chartered Accountants Australia and New
Zealand, the Association of Chartered Certified Accountants, the
Hong Kong Institute of Certified Public Accountants and the Macau
Society of Registered Accountants. Mr. Lee currently also serves as
an independent non-executive director of West China Cement
Limited (Stock Code: 2233), China Modern Dairy Holdings Limited
(Stock Code: 1117), GOME Retail Holding Limited (Formerly known as
GOME Electrical Appliances Holdings Limited) (Stock Code: 493),
Tibet Water Resources Ltd. (Formerly known as Tibet 5100 Water
Resources Holdings Ltd.) (Stock Code: 1115), NVC Lighting Holding
Limited (Stock Code: 2222), Yashili International Holdings Ltd (Stock
Code: 1230), GCL New Energy Holdings Limited (Stock Code: 451),
China Rundong Auto Group Limited (Formerly known as China
Greenland Rundong Auto Group Limited (Stock Code: 1365), WH
Group Limited (Stock Code: 288) and Guotai Junan Securities Co., Ltd.
(Stock Code: 2611), all being companies listed on the Main Board of
the Stock Exchange, since July 2010, October 2010, March 2011,
March 2011, November 2012, November 2013, May 2014, July 2014,
August 2014 and April 2017, respectively. Mr. Lee also served as an
independent non-executive director of China Taiping Insurance
Holdings Limited (Stock Code: 966), China Environmental Technology
and Bioenergy Holdings Limited (Stock Code: 1237) and CITIC
Securities Company Limited (Stock Code: 6030), all being companies
listed on the Main Board of the Stock Exchange from October 2009
to August 2013, from July 2014 to September 2015 and from
November 2011 to May 2016, respectively, and Sino Vanadium Inc.
(Stock Code: SVX), a company listed on the TSX Venture Exchange in
Canada, from October 2009 to December 2011. Mr. Lee was for 10
years a member of the Chinese People’s Political Consultative
Conference of Hunan Province in the PRC.
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DIRECTORS AND SENIOR MANAGEMENT

SENSHREERE

Mr. Ng Chi Kit (RE#t), aged 44, was appointed as a non-executive
Director of the Group on 2 December 2010 and was re-designated as
an independent non-executive Director on 10 February 2017. Prior to
that, Mr. Ng was the Group's chief financial officer and company
secretary. Mr. Ng holds a bachelor degree in accountancy from the
Hong Kong Polytechnic University and is an Associate Member of
Hong Kong Institute of Certified Public Accountants and a Fellow
Member of The Association of Chartered Certified Accountants. Prior
to joining our Group, Mr. Ng worked in the Assurance and Advisory
Business Service Department of Ernst & Young. Mr. Ng has over 18
years of experience in accounting and auditing. Mr. Ng is also
currently an independent non-executive director of Great Wall Motor
Company Limited, a company listed on the Main Board of the Stock
Exchange (Stock Code: 2333) and the Shanghai Stock Exchange (Stock
Code: 601633).

SENIOR MANAGEMENT

Mr. Chen Jingning (BR#&& &), aged 44, is the investment director and
head of the new energy division. Mr. Chen graduated from the
University of Science and Technology of China (7 BRI 2 i K £2)
with a bachelor’'s degree in Industrial Automation in 1995 and
obtained a Master of Business Administration from University of
Science and Technology of China in 2005. Mr. Chen joined the Group
in 2003 as assistant to chairman and has since 2011 held his current
position as investment director.

Prof. Chen Tixian (BRE8 #5), aged 79, is the head of the research and
development department and is responsible for leading the research
activities of the Group. Prof. Chen graduated with a bachelor’s
degree in chemistry and physics from Xiamen University (& F9KE2)
in 1961. Prof. Chen has over 30 years of experience in the lead-acid
battery industry. Prof. Chen lectured in the chemistry department of
Xiamen University between 1961 and 1989 when he retired as a
professor. Prof. Chen joined the Group in April 2004 and has since
held his current position as the head of the research department of
the Group.
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DIRECTORS AND SENIOR MANAGEMENT

Mr. Pan Xuexiang (B2 %¥), aged 43, is the marketing director and
is responsible for, among others, marketing planning, brands
management and products planning. Mr. Pan graduated with a
bachelor’s degree in economic management from Hefei University of
Technology in Anhui in June 1997. Mr. Pan joined the Group in 2009
and has held several positions including deputy director of sales
channel department and marketing director.

Mr. Leung Wai Yip (R{22£), aged 42, was appointed as the Group's
chief financial officer and company secretary (the “Company
Secretary”), on 2 December 2010. Prior to joining the Group, Mr. Leung
was the financial controller and the company secretary of Tiangong
International Company Limited (X TBIFRBBRAF]) (Stock Code: 826),
a company listed on the Main Board of the Stock Exchange, from June
2007 to November 2010. Prior to such appointment, Mr. Leung was an
internal auditor of the Swire Group and was previously a manager with
the assurance and advisory business services department of Ernst &
Young, Certified Public Accountants. Mr. Leung graduated with a
Bachelor of Commerce degree from the University of Alberta in
Canada in 1998 and obtained a Master of Business Administration
degree from the Hong Kong University of Science and Technology in
2010. He is a member of the American Institute of Certified Public
Accountants, and an Associate Member of the Hong Kong Institute of
Certified Public Accountants. Mr. Leung also served as an independent
non-executive director of Miko International Holdings Limited (Stock
Code: 1247), a company listed on the Main Board of the Stock
Exchange from December 2013 to February 2016.
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CORPORATE GOVERNANCE REPORT

EXEBHRS

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

The Company is committed to maintaining high standards of
corporate governance in the interests of shareholders. The Company
has complied with all code provisions of the Corporate Governance
Code contained in Appendix 14 (the "Code”) of the Listing Rules
throughout the Year, except for the deviation as stated below.

Code provision A.2.1 of the Code requires the roles of chairman of
the Board and chief executive officer to be separated. Mr. Zhou
Mingming is currently both the chairman of the Board and chief
executive officer of the Company. The Board considers that the
current arrangement facilitates the execution of the Group’s
business strategies and maximizes efficiency of its operation and is
therefore beneficial to the Company and its shareholders as a whole.

THE BOARD

The Board is responsible for the leadership, control and management
of the Company and oversees the Group’s business, strategic
decision and performances in attaining the objective of ensuring
effective functioning and growth of the Group and enhancing value
to investors. The Board has delegated the authority and responsibility
for implementing business strategies and management of the daily
operations of the Group's business to the management. The Board
exercises a number of powers which include:

. formulating long-term strategy

. approving public announcements

. approving financial statements, including interim and annual
results

o approving major acquisitions, disposal and capital projects

o authorising significant changes to the capital structure and
material borrowings

. any issue or buy-back of equity securities under the relevant
general mandates
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CORPORATE GOVERNANCE REPORT

. making recommendations and/or declaration of dividend and
reviewing dividend policy

. approving appointments to the Board

. setting the Group remuneration policy

. reviewing operational and financial performance

. reviewing the effectiveness of internal control

The Board meets at least 4 times a year and additional meetings are
held when required to discuss significant events and issues. The
Company Secretary assists the chairman of the Board in preparing
agenda for Board meetings. Board meetings are held with at least 14
days’ advance notice, and all Directors would be served with an
agenda with supporting papers at least 3 days before the Board
meetings, so as to ensure that there is timely access to relevant
information. The Group ensures that all the Board members are
informed of the Group's latest developments and thereby assists
them in the discharge of their duties. The Directors may take
independent professional advice as and when appropriate, at the
Company’s expenses. Minutes of the Board and Board committees
are taken by the Company Secretary. Such minutes of the Board and
the Board committees, together with supporting papers, are made
available for inspection by any Director following reasonable notice.
Draft and final versions of minutes are sent to all Directors for their
comment and records.

The Company has arranged directors and officers liability and
company reimbursement insurances for the Directors and senior
management of the Company.

CORPORATE GOVERNANCE FUNCTIONS

The Board has developed and reviewed the Company’s policies and
practices on corporate governance. It includes the review and
monitor of the training and continuous professional development of
the Directors and the senior management of the Group; the
Company's policies and practices on compliance with legal and
regulatory requirements; the development, review and monitoring of
the code of conduct of the Company’s employees and Directors; and
review the Company’s compliance with the Code and disclosure in
the Corporate Governance Report.
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CORPORATE GOVERNANCE REPORT

EXEBHRS

COMPOSITION OF THE BOARD

The Board currently comprises four executive Directors (Mr. Zhou
Mingming, Mr. Zhou Longrui, Ms. Yang Yunfei and Mr. Yang Xinxin),
one non-executive Director (Ms. Fang Jianjun) and four independent
non-executive Directors (Mr. Wang Jigiang, Prof. Ouyang Minggao,
Mr. Lee Conway Kong Wai and Mr. Ng Chi Kit who was re-designated
from a non-executive Director to an independent non-executive
Director on 10 February 2017). Among the executive Directors, Mr.
Zhou Mingming is the younger brother of Mr. Yang Xinxin. They are
both sons of Mr. Zhou Longrui and Ms. Yang Yunfei, and Mr. Zhou
Longrui is the spouse of Ms. Yang Yunfei. Also, Ms. Fang Jianjun is
the spouse of Mr. Zhou Mingming. Biographical details of the
Directors of the Group as at the date of this annual report are set out
on pages 36 to 40 of this annual report. Independent non-executive
Directors account for more than one-third of the members of the
Board. The independent non-executive Directors come either from
the battery industry or have related professional background,
bringing valuable expertise and experience that promotes the best
interests of the Group and its shareholders. The role of the
independent non-executive Directors is to provide independent and
objective opinions to the Board for its consideration.

BOARD MEETINGS
During the Year, the Board has held a total of four Board meetings
for the main purposes of formulating business development and
prospects of the Group, reviewing and considering the financial and
operating performance.

The attendance of each Director at the Board meetings are set out
below:
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Attendance/Number of
Board Meetings

Name of Directors EEEE HERE, EESERIH
Executive Directors HITES

Mr. Zhou Mingming [ERAER S 4/4
Mr. Zhou Longrui BgEmALE 4/4
Ms. Yang Yunfei BERZT 4/4
Mr. Yang Xinxin BEE A 4/4
Non-executive Director FHITES

Ms. Fang Jianjun FREERZ L 3/4
Independent Non-executive Directors BYFHITES

Mr. Wang Jigiang TR A 4/4
Prof. Ouyang Minggao B 55 B e 2R 4/4
Mr. Lee Conway Kong Wai THEEEE 4/4
Mr. Ng Chi Kit (re-designated on 10 February 2017) SEGRSLE (Rt E - A+RAT) 4/4
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CORPORATE GOVERNANCE REPORT

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code Provision A.2.1 of the Code requires the roles of chairman of
the Board and chief executive officer to be separated. Mr. Zhou
Mingming is currently both the chairman of the Board and chief
executive officer of the Company. The Board considers that the
current arrangement facilitates the execution of the Group’s
business strategies and maximizes efficiency of its operation and is
therefore beneficial to the Company and its shareholders as a whole.

INDEPENDENCE OF NON-EXECUTIVE DIRECTORS
The Company has received confirmation from each independent
non-executive Director about his independence as set out in Rule
3.13 of the Listing Rules and continues to consider each of them to
be independent.

On 10 February 2017, Mr. Ng Chi Kit was re-designated from a non-
executive Director to an independent non-executive Director.
Although Mr. Ng was appointed as a non-executive Director in 2010
following his resignation as the chief financial officer and the
company secretary of the Company, the Board is satisfied and has
demonstrated to the satisfaction of the Stock Exchange that the re-
designation of Mr. Ng as an independent non-executive Director is
justified for the following reasons:

(1) Mr. Ng does not have any interest in shares in the Company
within the meaning of Part XV of Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO");

(2) as a non-executive Director, prior to the re-designation as an
independent non-executive Director, Mr. Ng mainly attended
Board meetings, served as a member of the Audit Committee,
and provided other advices to the Board from time to time, and
was not involved in the day-to-day operations of the Company;

(3)  his appointment is not specifically to protect the interests of
any shareholders of the Company;

(4)  other than serving as a non-executive Director of the Company
since December 2010 and as the chief financial officer and the
company secretary from January 2010 to December 2010, he
has no other relationship with the Company or its core
connected persons, the controlling shareholders of the
Company, the Directors of the Company and each of their
close associates,
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EXEBHRS

(5)  other than the annual remuneration of RMB350,000 (plus
discretionary bonus (if any)) under the director service
agreement entered into between Mr. Ng and the Company,
there is no other benefit being provided to Mr. Ng for his
directorship in the Company, and

(6)  to the best knowledge of the Directors, Mr. Ng is not financially
dependent on the Company and is independent of any
connected person and substantial shareholder of the
company.

The Company believes that Mr. Ng is able to exercise his professional
judgment and draw upon his extensive knowledge in strategic
planning, risk management, internal control and corporate matters
for the benefit of the Company and its shareholders as a whole, in
particular, the independent shareholders. Accordingly, the Company
is in the opinion that his role as a non-executive Director immediately
prior to his re-designation as an independent non-executive Director
will not affect his independence as an independent non-executive
Director and considers that he will be able to carry out his duties as
an independent non-executive Director impartially and
independently.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

A person may be appointed as a member of the Board at any time
either by shareholders’ resolutions in general meetings or by
resolutions of the Board. New Directors appointed by the Board as
an addition to the Board during the Year are required to retire at the
first general meeting following their appointments and new Directors
appointed by the Board to fill a causal vacancy during the Year are
required to retire at the first general meeting following their
appointments, and in both cases, the acting Directors will be eligible
for re-election at such general meeting. All Directors are required to
retire by rotation at least once every 3 years at the AGM, subject to
re-election by the shareholders. All non-executive Directors
(including independent non-executive Directors) are appointed for a
term of not more than 3 years.
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CORPORATE GOVERNANCE REPORT

DIRECTORS’ CONTINUING PROFESSIONAL
DEVELOPMENT PROGRAMME

Directors’ training is an ongoing process. All Directors are
encouraged to participate in continuous professional development
to develop and refresh their knowledge and skills. The Directors have
been informed of the requirement under Code provision A.6.5 of the
Code regarding continuous professional development. The Company
updates the Directors on the latest development regarding the
Listing Rules and other applicable regulatory requirements from time
to time, to ensure compliance and enhance their awareness of good
corporate governance practices.

According to the records provided by the Directors, a summary of
training received by the Directors during the Year is as follows:

EFXREBHRS

EFHEIRERTE

ERRIIBHERE - AARRBAEESF2H
SEEXRR UBRMERENBNRE B
ZEMEBTRNTARNEACSGEBRESRR
BROBTE - AR TERESREM ETARRA
REMEREE R ENRFTERBN - UBRE
FETREMNEEERATR  YRAEGRGD
XERBHNES -

REFRUMEE  EFERAFEEEIOH
2

Type of Continuous

Professional
Development
Programmes
Name of Directors EEER BHESERRITEER
Executive Directors HITES
Mr. Zhou Mingming [ERAER S A& A B
Mr. Zhou Longrui AREmEE A B
Ms. Yang Yunfei BERLZ L A B
Mr. Yang Xinxin B A A B
Non-executive Director FHITES
Ms. Fang Jianjun FEER+ A B
Independent Non-executive Directors BIAKHTES
Mr. Wang ligiang s S A A B
Prof. Ouyang Minggao B 55 AR e 2R A B
Mr. Lee Conway Kong Wai FEERE A B
Mr. Ng Chi Kit (re-designated on 10 February 2017) REGREER-E—+FE-A+BHET) A B
Notes: Bfat -
A: attending training sessions and/or seminars Al HEEFER, S e
B: reviewing materials and updates relating to the latest development of the Listing ~ B: EHBEB ETHRAREMEFAEERTRTEROMH

Rules and other applicable regulatory requirements
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BOARD COMMITTEES

The Board has established 3 Board committees, namely, the Audit
Committee, the remuneration committee (the “Remuneration
Committee”) and the nomination committee (the "Nomination
Committee”) for overseeing the particular aspects of the affairs of
the Company. All the Board committees have been established with
defined written terms of reference, which are posted on the
Company's website “www.chaowei.com.hk” and the website of the
Stock Exchange and are available to the shareholders upon request.
All the Board committees would report to the Board on their
decisions or recommendations made.

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

AUDIT COMMITTEE

The Audit Committee comprises four independent non-executive
Directors of the Company, namely Mr. Lee Conway Kong Wai, Mr.
Wang Jigiang, Prof. Ouyang Minggao and Mr. Ng Chi Kit. Mr. Lee is
the chairman of the Audit Committee. He has professional
qualification and experience in accounting and financial matters.

Under its terms of reference, the Audit Committee is mainly
responsible for overseeing the Company’s financial reporting system
and internal procedures, reviewing the financial information of the
Company and overseeing the relationship with external auditors.
These include reviewing and recommending for the Board's approval
of the interim and the annual financial statements; reviewing the
external auditors’ independence, objectivity and the effectiveness of
the audit process; and reviewing and recommending to the Board for
approval of the external auditors’ remuneration and reviewing the
effectiveness of the internal control and risk management systems
of the Group.
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During the Year, the Directors’ attendance of the meetings of the ZAFE  EEHFEREZEC@ZABRES
Audit Committee is set out as follows: N

Attendance/Number of
Audit Committee
Meetings
Name of Directors EEEB Y,/ EREESY
BERE
Mr. Lee Conway Kong Wai FTHEELE 2/2
Mr. Wang Jigiang s S A 2/2
Prof. Ouyang Minggao BUS B s 2 2/2
Mr. Ng Chi Kit (re-designated on 10 February 2017) REGEE(R=2—+E=-F+AHAE) 2/2

The meetings were held together with the external auditors of the
Company and the chief financial officer of the Company, and
discussed auditing, internal control and financial reporting matters
which included the review of the interim and annual financial
statements.

REMUNERATION COMMITTEE

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

SRHE MR RHHRE NS EEE
T LERWARE - NRERE MR RER
;?EPETﬁﬁﬁaﬁqﬂ/HH&iiﬂﬁ%#&%

Z!»"Aﬁ?\\

LSS
FHZE R RRTEFARARTELRREE
J_#%ﬂﬁ%%é%ﬁif‘ﬁiﬁi%ﬁﬁG‘Eiiﬁﬁk &S

RERFMEZEENEIR -FHEZESNTER
Eaﬁﬁvtﬁ AEEkS ?&EEFW,\E’J @HBZ
REGBELFWNEFE MEFSRLHEER

FMEZE ST A ERTUKE BHMER Eﬁi%%

MEBRERF  UWBRRIYEBEERFEMNHE
AB2ERERBEANTIH - FHHE2E@/A R
ARAHERIRVAZTIHIE R RACR RTE ©
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During the Year, the remuneration packages of the Directors and the
senior management of the Group were reviewed and discussed at
the meetings of the Remuneration Committee. The Directors’
attendance of the meetings of the Remuneration Committee is set
out as follows:

AEE FHREENE LEAMTRAKEE
ERGRERENTFHETE  EFEHEFNES
SERNBEREINWDT

Attendance/Number of
Remuneration
Committee Meeting

Name of Directors BEELE HERY, FHEES

BERE
Mr. Zhou Mingming [ERERR A 11
Mr. Lee Conway Kong Wai TEEEE 11
Mr. Wang Jigiang e bt 11

Details of the remuneration of each Director of the Company for the
Year are set out in note 10 to the financial statements contained in
this annual report.

NOMINATION COMMITTEE

The Nomination Committee comprises one executive Director,
namely Mr. Zhou Mingming, and two independent non-executive
Directors, namely Mr. Lee Conway Kong Wai and Mr. Wang ligiang.
Mr. Zhou is the chairman of the Nomination Committee. The principal
responsibilities of the Nomination Committee include reviewing the
structure, size and composition of the Board at least annually and
making recommendations on any proposed changes to the Board to
complement the corporate strategy. The Nomination Committee is
also responsible for identifying individuals suitably qualified to
become Board members and selecting or making recommendations
to the Board on the selection of, individuals nominated for
directorships; assessing the independence of independent non-
executive Directors; and making recommendations to the Board on
the appointment or re-appointment of Directors and succession
planning for the Directors, in particular the chairman and the chief
executive.
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The Company has adopted a board diversity policy (the “Policy”). The
purpose of the Policy is to set out the basic principles to be followed
to ensure that the Board has appropriate balance of skills,
experience and diversity of perspectives necessary to enhance the
effectiveness of the Board and to maintain high standards of
corporate governance. Under the Policy, the selection of the Board
candidates shall be based on a range of diversity perspectives with
reference to the Company’s business model and specific needs,
including but not limited to gender, race, language, cultural
background, educational background, industry experience and
professional experience, which are the measurable objectives for
implementing the Policy.

The Nomination Committee has primary responsibility for identifying
suitably qualified candidates to become members of the Board and
shall give adequate consideration to this policy in selection of the
Board candidates. Board nomination and appointments will continue
to be made on merit basis based on its business needs from time to
time while taking into account diversity.

The Nomination Committee is also responsible for reviewing the
Policy, developing and reviewing measurable objectives for
implementing the Policy and monitoring the progress on achieving
these measurable objectives. The review of the Policy and the
measurable objectives shall be carried out at least annually to ensure
the continued effectiveness of the Board.

During the Year, the Nomination Committee has considered the
Policy and whether the Board has the appropriate balance of skills,
experience and diversity of perspectives necessary to enhance the
effectiveness of the Board and to maintain high standards of
corporate governance. After due consideration, the Nomination
Committee has concluded that based on the Company’s existing
business model and specific needs, the current composition of the
Board satisfies the Policy for the Year.
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During the Year, the Directors’ attendance of the meetings of the
Nomination Committee is set out as follows:

REE BEFRHERELZESSENBEAHIIN
T

8

Attendance/Number of

Nomination Committee

Meeting

Name of Directors EEEE HERY, REEES
BERY

Mr. Zhou Mingming JEIBABA 5 A& 11
Mr. Lee Conway Kong Wai FHRELE 1”1
Mr. Wang ligiang T s S 171

DIRECTORS' RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for preparing the
consolidated financial statements for the Year, which were prepared
in accordance with statutory requirements and applicable accounting
standards. The reporting responsibility of the external auditors of the
Company on the consolidated financial statements of the Group are
set out in the independent auditor’s report on pages 77 to 83.

COMPANY SECRETARY

Mr. Leung Wai Yip, the Company Secretary, reports to the chairman
of the Board. The details of his biography is set out in the section
headed "Directors and Senior Management” of this annual report.
Mr. Leung also confirmed that he has taken no less than 15 hours
relevant professional training during the Year .

INTERNAL CONTROL AND RISK MANAGEMENT

The Board recognises its overall responsibility for the Group’s risk
management and internal control systems and reviewing their
effectiveness in order to safeguard the interest of the Group and the
shareholders, and to review and monitor the effectiveness of the
internal control and risk management systems on an ongoing basis
to ensure that the systems in place are adequate.

The Group’s risk management and internal control systems are
featured with a defined management structure with limits of
authority and well-rounded policies and procedures, and are
designed to facilitate effective and efficient operations, to ensure
reliability of financial reporting and compliance with applicable laws
and regulations, to identify and manage potential risks, and to
safeguard assets of the Group. Such systems are designed to provide
reasonable, though not absolute, assurance against material
misstatement or loss and to manage rather than eliminate the risk of
failure to achieve business objectives.
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The Board, through the Audit Committee, has reviewed the adequacy
and effectiveness of the Group's systems of risk management and
internal control covering all material controls, including financial,
operation, compliance and internal controls as well as risk
management functions. During the Year, it identified material risks of
the Group and formulated corresponding solutions to manage the
risks after taking into account the risk tolerance of the Group.

The Group has an internal audit department (the “Internal Audit
Department”), which is responsible for the internal audit of the
Group, independent assessment of risks, and internal control
procedures and systems, and reports its findings, with
recommendations, to the Audit Committee. The Internal Audit
Department assesses the risks to which the Group is exposed, and
formulates an audit plan on that basis annually, so as to ensure that
the internal audit covers all areas of high risks. The annual audit plan
will be submitted to the Audit Committee for approval. The scope of
audit review is determined based on the risk assessment results and
special reviews will be conducted on matters which are of concern
to the management or the Audit Committee. During the Year, no
major issues but areas for improvement have been identified. All of
the recommendations from the Internal Audit Department will be
properly followed up to ensure that they are implemented within a
reasonable period of time.

The Board considered that the risk management and internal control
systems of the Group to be adequate and effective for the Year. The
Board and the Audit Committee also considered that the key areas
of the Group’s risk management and internal control systems,
including the adequacy of resources, qualifications and experience
of our accounting, internal audit and financial reporting staff, and
their training programs and budget, are reasonably implemented and
the Group has fully complied with provisions of the Code regarding
risk management and internal control systems in general for the
Year.

The Group strictly follows the requirements of the SFO and the
Listing Rules and ensures that inside information is disclosed to the
public as soon as reasonably practicable. Before inside information
is fully disclose to the public, such information is kept strictly
confidential. The Group has further enhanced the procedures with
the establishment of a continuous disclosure policy and provided
with relevant training to all relevant staff of the Group. The Board
considered that the procedures and measures in relation to the
handling and dissemination of the inside information to be effective
and adequate.
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EXTERNAL AUDITORS

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

During the Year, the remuneration paid or payable to Deloitte Touche
Tohmatsu, Certified Public Accountants in respect of audit services
was RMB2,326,000. The fee paid or payable to Deloitte Touche
Tohmatsu, Certified Public Accountants for non-audit services,
namely review of unaudited interim results of the Group for the six
months ended 30 June 2017, was RMB850,000.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted its own code of conduct regarding the
Directors’ dealings in the Company’s securities (the “Own Code") on
terms no less exacting than the required standard set out in the
Model Code contained in Appendix 10 to the Listing Rules. Each
Director has been given a copy of the Own Code. Having made
specific enquiry of all Directors, each of them has confirmed that
they have complied with the Own Code and the Model Code
throughout the Year.

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

INVESTOR RELATIONS AND COMMUNICATION

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

B4 Chaowei Power Holdings Limited ¢ Annual Report 2017

IMES Tz BN B
AEENIMNEZBEAMESHENES « BWER
T EEENTT - RRFBENITENRBOBLIE
EBMENNG  BREZBCAAMEMAET
AR#% - WEHESHENIEE) » BAEIRT @FTANTT
AR ARG E R EE -

AEE - BB RGO RENAESAED) o
=R AT S A A R 2,326,000 7T °
MAE ST ES « BEFE A HATIREZIE
iR (EEALEEBEZ_E—+tF A=+
HIEAEAREEZTHES ENKERZER
A AR 850,000 7T °

ETES I ZNIRETH

ARRERMEARGEREFTETARAESFR
SHTRSTA( AT TR - R BARL B
R ETR KSR I0MERETRMRERE - &
EEHECGAFTAN-—DRIN ERE2BES
FHBEEREREE BREFCEIANLAEE
—HETAL TR o

AARMERAEREBARAR HEBHRR
MARHEENREETERR SR EEES (B
BEEES]) - BRZEBRELTBENMEES
A« XEE  ARRYEERAREERERS
EESE| - ARAGRERAR AR HFNRFIR S
HBNEEEREHES -

REBRIFRE N BN

EZgNEREEES THREAFEBIIRE
MEMNEEN FHREFPHREABREREEZEA
EENVBRANHZES SREEENEE
BoE - g AR eaERE BREE D
MEBUARBEEEZZHE - AEBEREAS
#auk [www.chaowei.com.hk] - SWEEAEH - EA
MR BEREEERAATNSHERNES -



CORPORATE GOVERNANCE REPORT

GENERAL MEETINGS WITH SHAREHOLDERS

The Company’s AGM provides a useful platform for direct
communication between the Board and the shareholders. Separate
resolutions are proposed on each substantially separate issue at the
general meetings.

The 2017 AGM was held on 8 June 2017. The attendance record of
the Directors at the 2017 AGM is set out below:

EFXREBHRS
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Attendance/Number of
General Meeting
Name of Directors EEER HERE,
BERAERE
Executive Directors HITES
Mr. Zhou Mingming [ERAER S & 1”1
Mr. Zhou Longrui BREmEE 11
Ms. Yang Yunfei HBERZ T 171
Mr. Yang Xinxin SR E A
Non-executive Director FHITES
Ms. Fang Jianjun FEELT 1
Independent Non-executive Directors BIFHTES
Mr. Wang Jigiang S s S A 11
Prof. Ouyang Minggao Bl b5 PR s iR 171
Mr. Lee Conway Kong Wai FTHEELE 11
Mr. Ng Chi Kit (re-designated on 10 February 2017) REGSEE (R —+E - B+BEE) 11

The Company'’s external auditors also attended the 2017 AGM.

SHAREHOLDERS’ RIGHTS

Set out below is a summary of certain rights of the shareholders of
the Company as required to be disclosed pursuant to the mandatory
disclosure requirement under Paragraph O of the Code:

Convening of extraordinary general meeting on
requisition by shareholders

Pursuant to article 58 of the articles of association of the Company,
shareholder(s) holding at the date of the 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 an extraordinary general meeting
("EGM") to be called by the Board. The written requisition must
specify the business to be transacted on the meeting, which shall be
held within 2 months after the deposit of such requisition at the
principal place of business of the Company in Hong Kong at Unit 907,
Level 9 Fairmont House, 8 Cotton Tree Drive, Central, Hong Kong for
the attention of the Company Secretary.
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If within 21 days from the date of the deposit of the requisition, the
Board fails to proceed to convene an EGM, the shareholder(s)
concerned may themselves convene an EGM, and all reasonable
expenses incurred by the shareholder(s) making the requisition as a
result of the failure of the Board shall be reimbursed by the
Company.

Procedures for directing shareholders’ enquiries to the
Board

Shareholder(s) may at any time send their enquiries and concerns to
the Board in writing through the Company Secretary whose contact
details are as follows:

Address: Unit 907, Level 9, Fairmont House, 8 Cotton Tree Drive,
Central, Hong Kong
Email: ir@chaowei.com.hk

The Company Secretary shall forward the shareholder(s)’ enquiries
and concerns to the Board and/or relevant Board committees of the
Company, where appropriate, to respond to the shareholder(s)’
guestions.

Procedures for putting forward proposals at general
meetings by shareholders

Any shareholder of the Company who wish to put forward proposals
at general meetings of the Company shall submit such proposals to
the Board in writing for the Board’s consideration not less than 7
days prior to the date of a general meeting through the Company
Secretary of the Company whose contact details are set out in the
paragraph “Procedures for directing shareholders’ enquiries to the
Board” above.

CONSTITUTIONAL DOCUMENTS
There has been no change in the memorandum and articles of
association of the Company during the Year.
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The Board is pleased to submit this annual report together with the
consolidated financial statements for the Year which have been
audited by the Company’s auditors Deloitte Touche Tohmatsu,
Certified Public Accountants and reviewed by the Audit Committee
of the Company.

PRINCIPAL ACTIVITIES

The principal activities of the Company are manufacturing and sales
of lead-acid motive batteries and other related products. The
principal activities and other particulars of the subsidiaries are set
out in note 21 to the consolidated financial statements.

BUSINESS REVIEW

For the business review of the Group for the Year, please refer to the
paragraph headed “Business Development” in the section headed
“Management Discussion and Analysis”.

FUTURE DEVELOPMENT
An indication of the future development in the Group’s business is
shown on pages 25 to 26 of this annual report.

FINANCIAL STATEMENTS

The profit of the Group for the Year and the state of the Company’s
and the Group's affairs as at that date are set out in the financial
Statements on pages 84 to 227.

RESULTS AND APPROPRIATIONS

The results of the Group for the Year are set out in the consolidated
statement of profit or loss and other comprehensive income on page
84.

The Board proposed to declare a final dividend of RMB0.062 per
share for the financial year ended 31 December 2017, which shall be
subject to approval of the shareholders at the AGM of the Company
to be held on 28 June 2018. The proposed final dividend is expected
to be paid on 19 July 2018.

PRINCIPAL RISKS AND UNCERTAINTIES
Please refer to notes 4, 46 and 47 of the consolidated financial
statements for risks and uncertainties.
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CHARITABLE DONATIONS
Charitable donations made by the Group during the Year amounted
to approximately RMB9,663,000.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Group during the Year are set out in note 15 to the consolidated
financial statements.

RESERVES
Details of movements in the reserves of the Group during the Year
are set out in the consolidated statement of changes in equity.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2017,
calculated in accordance with the Companies Law (Cap. 22) (Law 3 of
1961, as consolidated and revised) of the Cayman Islands, amounted
to approximately RMB513,756,000.

PRE-EMPTIVE RIGHTS

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

SHARE CAPITAL
Details of the movements in share capital of the Company during the
Year are set out in note 44 to the consolidated financial statements.
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DIRECTORS
The Directors during the Year and up to the date of this annual report
were:

Executive Directors
Mr. Zhou Mingming

Mr. Zhou Longrui

Ms. Yang Yunfei

Mr. Yang Xinxin

Non-executive Director
Ms. Fang Jianjun

Independent Non-Executive Directors

Mr. Wang Jigiang

Prof. Ouyang Minggao

Mr. Lee Conway Kong Wai

Mr. Ng Chi Kit (re-designated from a non-executive Director to an
independent non-executive Director on 10 February 2017)

The Directors will retire by rotation in accordance with the
requirement of the articles of association of the Company and the
Listing Rules. The non-executive Directors and independent non-
executive Directors are appointed for periods of 3 years.

A confirmation of independence has been received from each of Mr.
Wang Jigiang, Prof. Ouyang Minggao, Mr. Lee Conway Kong Wai and
Mr. Ng Chi Kit and the Company considers each of them is
independent pursuant to Rule 3.13 of the Listing Rules.
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PERMITTED INDEMNITY PROVISION

Article 164 of the Company's articles of association provides that the
Directors, secretary and other officers and every auditor for the time
being of the Company and the liquidator or trustees (if any) for the
time being acting in relation to any of the affairs of the Company and
everyone of them, and everyone of their heirs, executors and
administrators, shall be indemnified and secured harmless out of the
assets and profits of the Company from and against all actions,
costs, charges, losses, damages and expenses which they or any of
them, their or any of their heirs, executors or administrators, shall or
may incur or sustain by or by reason of any act done, concurred in
or omitted in or about the execution of their duty, or supposed duty,
in their respective offices or trusts; and none of them shall be
answerable for the acts, receipts, neglects or defaults of the other or
others of them or for joining in any receipts for the sake of
conformity, or for any bankers or other persons with whom any
moneys or effects belonging to the Company shall or may be lodged
or deposited for safe custody, or for insufficiency or deficiency of
any security upon which any moneys of or belonging to the Company
shall be placed out on or invested, or for any other loss, misfortune
or damage which may happen in the execution of their respective
offices or trusts, or in relation thereto; PROVIDED THAT this indemnity
shall not extend to any matter in respect of any fraud or dishonesty
which may attach to any of said persons.

DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2017, the interests of the Directors and the
Company'’s chief executive in the shares (the “Shares”) or debentures
of the Company or associated corporations, within the meaning of
Part XV of the SFO, which will have to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and/or short positions which he/she is
taken or deemed to have under such provisions of the SFO) or which
will be required, pursuant to Section 352 of the SFO, to be recorded
in the register referred to therein or which will be required to be
notified to the Company and the Stock Exchange pursuant to the
Model Code contained in Appendix 10 of the Listing Rules, are set
out below:
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Interests and short positions in the Shares, underlying shares and  RAR B RERESEEGRG - MEBRHRES

1BERT AL

EREAE L

debentures of the Company and its associated corporations: MR RIAA
Long positions in the Company RARRIANEFE
Approximate
Percentage of
Shareholding in
the Company/
Associated
Name of Directors Capacity/Nature of Interest Number of Shares Corporations
HRAELAE,
LB IR
MR 51 RmtE BROEE BABESL
Mr. Zhou Mingming®@a@ Interest in controlled corporations, 401,197,500 36.21%
(“Mr. Zhou") interest in spouse and beneficial owner
JEIBA BR 5 A (e REEERER  EEREREREEA
(TAEED
Ms. Fang Jianjun® Interest in a controlled corporation and 401,197,500 36.21%
FREELLO interest in spouse
A EER RS ER
Mr. Zhou Longrui®© Interest in a controlled corporation and 68,362,500 6.17%
[EREIm L E® interest in spouse
RYEEEE R R EER
Ms. Yang Yunfei® Interest in a controlled corporation and 68,362,500 6.17%
BERLLT? interest in spouse
R AR R R AR
Mr. Yang Xinxin® Interest in a controlled corporation 20,000,000 1.81%

Notes: BifeE -
(1) Mr. Zhou is interested in the entire issued share capital of Great State (1) LA IR EERAG ([RH)) 2208 778 A

Investments Limited (“Great State”) and is therefore deemed to be interested in BORERS o B 0 B AR B I IR BV EF % 242,145,000
the 242,145,000 Shares held by Great State. BRER(ERERS

BREMNIERBRAT o 2017 FR 61



DIRECTORS’ REPORT
EEEWRS

@

@)

@)

(©)

©)

)

8

62

Mr. Zhou is interested in the entire issued share capital of Jolly Pride (PTC) Limited
(“Jolly Pride”) and is therefore deemed to be interested in the 58,942,500 Shares
held by Jolly Pride. In addition, pursuant to a trust deed dated 14 June 2010 and
deeds of exclusion of beneficiaries dated 30 May 2014 and 13 October 2014,
entered into between Mr. Zhou and Jolly Pride in favour of 49 individuals who are
employees of the Group (collectively, the “Jolly Pride Trust Deed”), the economic
interest of all the Shares which it holds from time to time shall belong to the said
49 employees. However, other than the economic interest in the Shares, all other
rights as shareholders (including but not limited to voting rights and right to
participate in shareholders meetings of our Company) shall not be exercisable by
the said 49 employees and shall be exercised by Jolly Pride exclusively. AS Mr.
Zhou is the sole director of Jolly Pride, Mr. Zhou also controls the exercise of the
shareholders rights (other than economic interest) of all the Shares held by Jolly
Pride by virtue of the terms of the Jolly Pride Trust Deed.

Mr. Zhou directly holds 110,000 Shares.

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

Ms. Fang Jianjun is interested in the entire issued share capital of Bai Xiang and is
therefore deemed to be interested in the 100,000,000 Shares held by Bai Xiang.
In addition, as Ms. Fang Jianjun is the spouse of Mr. Zhou, pursuant to the SFO,
she is also deemed to be interested in the 110,000 Shares directly held by Mr.
Zhou, and in the 242,145,000 Shares and 58,942,500 Shares which Mr. Zhou is
interested by reason of his being the sole shareholder of Great State and Jolly
Pride.

Mr. Zhou Longrui is interested in the entire issued share capital of High Joy
Investments Limited (“High Joy”) and is therefore deemed to be interested in the
32,137,500 Shares held by High Joy. In addition, as Mr. Zhou Longrui is the spouse
of Ms. Yang Yunfei, pursuant to the SFO, he is also deemed to be interested in
the 36,225,000 Shares which Ms. Yang Yunfei is interested by reason of her being
the sole shareholder of Shiny Century Limited (“Shiny Century”).

Ms. Yang Yunfei is interested in the entire issued share capital of Shiny Century
and is therefore deemed to be interested in the 36,225,000 Shares held by Shiny
Century. In addition, as Ms. Yang Yunfei is the spouse of Mr. Zhou Longrui,
pursuant to the SFO, she is also deemed to be interested in the 32,137,500
Shares which Mr. Zhou Longrui is interested by reason of him being the sole
shareholder of High Joy.

Mr. Yang Xinxin is interested in the entire issued share capital of Tong Sheng
Limited (“Tong Sheng”) and is therefore deemed to be interested in the
20,000,000 Shares held by Tong Sheng.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 31 December 2017, so far as the Directors were aware, the R-ZT—+®E+-_A=+—0 EBEEHMH -
following persons have interests or short positions in the Shares or |~ A THE B IRIEFE ﬁ)}gﬁﬁf{\ﬂﬁu%xv%%z&%
underlying shares of the Company which were required to be 39 3FRIIEXZE FIH A AR A M 1) s A8 BB D B
disclosed to the provisions of Divisions 2 and 3 of Part XV of the SFO  #EzSsiA R » skEESEEEEN A RTINS
or, directly or indirectly, interested in 5% or more of the nominal B TRARNEBEMKE N FIREAE EIREH
value of any class of share capital carrying rights to vote in all  {E{n]%8 Bl I& AN E (B 5% 3k LA _EAY#ERS o
circumstances at general meetings of any member of the Group.

FTE2ERRNALRDRIEFERMBPH
BB %X

Interests and short positions in the Shares and underlying Shares of  RAEBEIRD RABRBEIRD P REZS AR -
the Group:

The Company yI\W/N=]|
Approximate
Percentage of
Name Capacity/Nature of Interest Number of Shares Shareholding
£5B 510 RmE BROEE FREHIEISL
Mr. ZhouM@a Interest in controlled corporations, 401,197,500 (L) 36.21%
JB 5 A (e interest of spouse and beneficial owner
RErEEL  EEEREREEA
Great State® Beneficial owner 242,145,000 (L) 21.86%
PRFLO ERnHEBA
Jolly Pride® Beneficial owner 58,942,500 (L) 5.32%
BKE® EmBAA
Ms. Fang Jianjun® Interest in controlled corporations and 401,197,500 (L) 36.21%
FREERZLO interest of spouse
R LR R R AR
Bai Xiang® Beneficial owner 100,000,000 (L) 9.03%
EE=20 EnEBA
Mr. Zhou Longrui®© Interest in a controlled corporation and 68,362,500 (L) 6.17%

JEREIR L E© interest of spouse

R AR R AR
High Joy®© Beneficial owner 32,137,500 (L) 2.90%
ISE EnEBA

BREENIERBRA

g
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Approximate

Percentage of

Name Capacity/Nature of Interest Number of Shares Shareholding

£5B 510 RmE BROEE BFREHSIEISL

Ms. Yang Yunfei® Interest in a controlled corporation and 68,362,500 (L) 6.17%
BERLLLT? interest of spouse

/|

REEEER R EER

Shiny Century®” Beneficial owner
#RA? EREAEA
FIL Limited® Interest in controlled corporations

YA B

Tianneng International Investment  Beneficial owner
Holdings Limited BB A

(L): Long position
(S): Short position

Notes:

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

2) Mr. Zhou is interested in the entire issued share capital of Jolly Pride and is
therefore deemed to be interested in the 58,942,500 Shares held by Jolly Pride. In
addition, pursuant to the Jolly Pride Trust Deed, the economic interest of all the
Shares which it holds from time to time shall belong to the said 49 employees.
However, other than the economic interest in the Shares, all other rights as
shareholders (including but not limited to voting rights and right to participate in
shareholders meetings of our Company) shall not be exercisable by the said 49
employees and shall be exercised by Jolly Pride exclusively. As Mr. Zhou is the
sole director of Jolly Pride, Mr. Zhou also controls the exercise of the
shareholders rights (other than economic interest) of all the Shares held by Jolly
Pride by virtue of the terms of the Jolly Pride Trust Deed.

3) Mr. Zhou directly holds 110,000 Shares.

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

) Ms. Fang Jianjun is interested in the entire issued share capital of Bai Xiang and is
therefore deemed to be interested in all the Shares held by Bai Xiang. In addition,
as Ms. Fang Jianjun is the spouse of Mr. Zhou, pursuant to the SFO, she is
deemed to be interested in all the Shares directly held by Mr. Zhou, and in all the
Shares which Mr. Zhou is interested by reason of him being the sole shareholder
of Great State and Jolly Pride.
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91,425,000 (L) 8.25%
56,680,000 (L) 5.12%
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(6) Mr. Zhou Longrui is interested in the entire issued share capital of High Joy and is
therefore deemed to be interested in all the Shares held by High Joy. In addition,
as Mr. zhou Longrui is the spouse of Ms. Yang Yunfei, pursuant to the SFO, he is
deemed to be interested in all the Shares which Ms. Yang Yunfei is interested by
reason of her being the sole shareholder of Shiny Century.

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

) FIL Limited is interested in an aggregate of 91,425,000 Shares through FIL
Investment Management (Hong Kong) Limited, FIL Investment Management
(Singapore) Limited and FIL Investment International, and the entities controlled
by them.

ARRANGEMENTS TO ACQUIRE SHARES OR
DEBENTURES

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

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and the Senior
Management are set out on pages 36 to 41.
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SHARE OPTION SCHEME

The Company conditionally adopted a share option scheme on 7
June 2010 (the “Share Option Scheme”), which became effective on
7 July 2010, for the purpose of giving the eligible persons an
opportunity to have a personal stake in the Group and motivating
them to optimize their future performance and efficiency to the
Group and/or to reward them for their past contributions, attracting
and retaining or otherwise maintaining on-going relationships with
such eligible persons who are significant to and/or whose
contributions are or will be beneficial to the performance, growth or
success of the Group, and in the case of executives, enabling the
Group to attract and retain such individuals with experience and
ability and/or to reward them for their past contributions. As at the
date of this annual report, the Share Option Scheme has a remaining
life of approximately 2 years and 3 months.

The maximum number of Shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme and any
other schemes of the Group shall not in aggregate exceed 10% of
the total number of Shares in issue as at 7 July 2010, being the listing
date of the Shares of the Company on the Stock Exchange, being
100,000,000 Shares, which represented about 9.03% of the total
issued share capital of the Company as at the date of this report. No
options may be granted to any participant of the Share Option
Scheme such that the total number of Shares issued and to be
issued upon exercise of the options granted and to be granted to
that person in any 12-month period up to the date of the latest grant
exceeds 1% of the Company’s issued share capital from time to time.

Subject to the provisions of the Listing Rules, the Board may in its
absolute discretion when offering the grant of an option impose any
conditions, restrictions or limitations in relation thereto in addition to
those set out in the Share Option Scheme as the Board may think fit,
including the time or period before the right to exercise the option in
respect of all or any of the Shares shall vest, provided that such
terms or conditions shall not be inconsistent with any other terms or
conditions of the Share Option Scheme.
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An option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period as determined by
the Board and not exceeding 10 years from the date of the grant
under the Share Option Scheme. There is no minimum period for
which an option must be held before it can be exercised. Participants
of the Share Option Scheme are required to pay the Company
HK$1.0 upon acceptance of the grant on or before 28 days after the
offer date. The exercise price of the options is determined by the
Board in its absolute discretion and shall not be less than whichever
is the highest of:

(@  the nominal value of a Share;

(b)  the closing price of a Share as stated in the Stock Exchange's
daily quotations sheets on the offer date; and

(c) the average closing price of a Share as stated in the Stock
Exchange’s daily quotation sheets for the 5 business days
immediately preceding the offer date.

The Share Option Scheme shall be valid and effective for a period of
10 years from the adoption date, after which no further options will
be granted or offered. No options have been granted under the
Share Option Scheme since its adoption to 31 December 2017.

Apart from the foregoing, at no time during the Year was the
Company, or any of its holding companies or subsidiaries a party to
any arrangement to enable the Directors to acquire benefits by
means of the acquisition of shares in or debentures of the Company
or any other body corporate.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS, CONTRACTS OF SIGNIFICANCE
No transaction, arrangement or contract of significance in relation to
the Group’s business to which the Company, or any of its
subsidiaries was a party, and in which a Director or an entity
connected with a Director had a material interest in, whether directly
or indirectly, subsisted at the end of the financial year under review
or at any time during the financial year save as disclosed under the
sub-section headed “Connected Transaction” below and “Related
Party Transactions” in note 53 to the financial statements.

DIRECTORS’ REPORT
EEEWRS

REZEBETNHRA - BRERBRZRER
RERT BIRO RN T UATTIE - NS AR BB
AR RE 2 AR 109F - BRI ETT
ER] - BEETREENFAHR - BIETE
SEENIZE AR E28 A S 2 AT AN BB AR
BARRBMN10ET - BRETEERESS
2RERBET NSRRI =FFNREE

@ PEE

() RNIZZ2BMEMZAEERER EORN K
miE: &

© EZEEZREZAHFSEEXARONBRME
BREXRNFHRHE -

BRI ERMA PR 10FRRARN R
AN BERTEBRHIIRZHEMBRE - B
PERETIEE—T—tF - A=1+—Hi"
I AR B AR AT 81 3% 1 R e

B bt E SN MAFEERESE - AAF] - EE
A A A S M 8B A R B E 2 BT AR R B
SEETEBBEARNRRREMEMERZ KD
HfEFMmEs

EBENEAR S - KHKESHNR

R X TREER 5 | o B e Bt 765 S R B = 53 [ B Bt
IR FEBEES - KRB B GRS
MBFEERTAEGRHE  HEEXEEXEHERM
ARBIARBEMMHBLABTLE EFHME
EEMENENERERAHERAERNERN
BEARS « RH A NDRER -

BREMNIERBRAT o 2017 FR 67



DIRECTORS’ REPORT
EEEWRS

DIRECTORS’ AND CONTROLLING SHAREHOLDERS'
INTERESTS IN CONTRACTS

Save as disclosed under the heading “Connected Transactions”
below and “Related Party Transactions” in note 53 to the
consolidated financial statements, no Director or controlling
shareholder or any of their respective subsidiaries had a material
interest, either directly or indirectly, in any contract of significance to
the business of the Group, to which the Company, or any of its
holding companies, subsidiaries or fellow subsidiaries was a part,
during the Year.

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

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming AGM has a
service contract with the Company or any of its subsidiaries, which is
not determinable by the employing company within 1 year without
payment of compensation (other than statutory compensation).

PURCHASE, SALES OR REDEMPTION OF SHARES
During the Year, neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of its securities.

CORPORATE GOVERNANCE CODE

The Company has complied with all code provisions of the Code
throughout the Year except for the deviation to the code provision
A.2.1. For details, please refer to the Corporate Governance Report
on page 42 of this annual report.

AUDIT COMMITTEE

The Company has established the Audit Committee. For details,
please refer to the paragraph headed “Audit Committee” of the
Corporate Governance Report set out on page 48 of this annual
report.

KEY RELATIONSHIPS WITH EMPLOYEES AND
CUSTOMERS

The Group emphasises the importance of personal development of
individual employees. The Group has in place remuneration policies
to ensure providing adequate rewards to employees with recognised
experience for the assigned roles and duties. The Group also
provides other benefits including bonuses and shares as incentives.
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The Group places high priority on maintaining good relationship with
our customers. The Group always strives to maximize customers
satisfaction and to add value for our customers. The Group identifies
areas for improvement. Customer’s complaints once acknowledged
and reported will be dealt with timely, fairly and diligently.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group's sales and purchases
attributable to the major customers and suppliers during the Year is
as follows:

4.54%/8.33%
9.64%/25.58%

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

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

ENVIRONMENTAL POLICIES AND PERFORMANCE
During the Year, the Group achieved 100% cadmium-free production
and has fully applied cadmium-free enclosed battery formulation
process.

In parallel with enlarging its economic benefits and continuously
enhancing production technology, the Group has adhered to its
environmental protection philosophy of minimizing consumption of
resources, pollution and emissions. The Group continues to advocate
the harmonious and symbiotic relationship between business and the
environment to fulfil its long-term goal of “green production”. To guide
the lead-acid battery industry towards green, healthy and sustainable
development, the Group has united enterprises both upstream and
downstream in a lead-acid battery industry alliance for promoting
green development and recycling during the Year. Through a series of
activities intended to improve the brand image, the Group has strived
to become the top green energy brand in the PRC.

COMPLIANCE WITH LAWS AND REGULATIONS

The Group's operations are mainly carried out by the Company'’s
subsidiaries in the PRC. The Group’s establishment and operations
accordingly shall comply with relevant laws and regulations in the
PRC and Hong Kong. During the Year and up to the date of this
annual report, the Group has complied with all the relevant laws and
regulations in the PRC in all material aspects.
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CONNECTED TRANSACTION

Details of the Group's related party transactions for the Year are set
out in note 53 to the consolidated financial statements, some of
which also constituted connected transactions under Chapter 14A of
the Listing Rules. The Company has complied with the disclosure
requirements of Chapter 14A of the Listing Rules in respect of the
above-mentioned transactions. The connected transactions
conducted by the Group in the Year, which was required to be
disclosed under the Listing Rules, are set out as follows:

One-off Connected Transaction

Formation of Joint Venture

On 3 March 2017, Chaowei Power Co., Ltd. (B &L & J& B R 2 7))
("Chaowei Power"), a wholly-owned subsidiary of the Company, Mr.
Zhou Mingming and Mr. Chen Zhonghua signed an articles of
association, pursuant to which the parties agreed to form a joint
venture company, Chaowei Tici (Beijing) Energy Technology Co., Ltd.
(BRI (b 5 BER B B R A A]) (“Chaowei Tici") to engage in,
among others, provision of technical development and technical
services, subject to the approval of the local administration of
industry and commerce of the PRC.

The registered capital of Chaowei Tici is RMB100,000,000. The capital
commitment of Chaowei Power, Mr. Zhou and Mr. Chen in Chaowei
Tici is RMB51,000,000, RMB39,000,000 and RMB10,000,000,
representing 51%, 39% and 10% equity interest of Chaowei Tici,
respectively.

Mr. Zhou is the controlling shareholder and executive Director of the
Company and therefore a connected person of the Company under
the Listing Rules. Mr. Chen is a director of certain subsidiaries of the
Group and therefore also a connected person of the Company under
the Listing Rules. Accordingly, the above transaction constituted
connected transaction of the Company under the Listing Rules.

Further details of the said transaction was set out in the
announcement of the Company dated 3 March 2017.
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Continuing Connected Transactions

The following transactions entered into by members of the Group
constituted continuing connected transactions of the Company
subject to announcements and reporting requirements but exempt
from shareholders’ approval under Chapter 14A of the Listing Rules
by reason of any of the applicable percentage ratios (other than the
profits ratio) being less than 5% on an annual basis and the annual
cap amount exceeding HK$3,000,000:

Description of transactions Parties
1. Purchase of battery Chaowei Power and Zhejiang Doulan
production equipment Intelligence Equipment Co., Ltd

(MIRHEEREROERAA)
("Zhejiang Doulan”)

2. Provision of battery production  Chaowei Power and Xiamen Mate
materials processing services High-Technology New Energy Co., Ltd.
(EF S EaRRERAR)
("Xiamen Mate")

1. Purchase of battery production equipment

Chaowei Power and Zhejiang Doulan, a connected person of
the Company by virtue of Rule 14A.07(4) of the Listing Rules,
entered into a battery production equipment purchase
agreement (the "Battery Production Equipment Purchase
Agreement”) dated 29 December 2015, by which Zhejiang
Doulan has agreed to supply batteries intelligence
manufacturing equipment and ancillary facilities to Chaowei
Power for a term of 3 years from 1 January 2016 to 31
December 2018, renewable upon expiry (subject to compliance
with the relevant provisions of the Listing Rules regarding
continuing connected transactions). Zhejiang Doulan is 60%
owned by Mr. Zhou Mingming and is therefore an associate of
Mr. Zhou and a connected person of the Company under the
Listing Rules.
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Pursuant to the Battery Production Equipment Purchase
Agreement, Chaowei Power agreed to purchase batteries
intelligence manufacturing equipment and ancillary facilities
from Zhejiang Doulan from time to time at price with reference
to actual costs (including labour costs, costs of materials,
technology development costs, rental expenses and
depreciation expenses related to batteries intelligence
manufacturing equipment and ancillary facilities ordered by
Chaowei Power) plus reasonable gross profit margin of
Zhejiang Doulan, ranging from 20% to 25%, which is, to the
best knowledge the Company, in line with the then market
practice as for the Company engaged in the similar industry
and with the similar scale, which shall not, in any event, be
higher than the prices of the products with comparable nature
and scale charged by other independent third party suppliers.
For the purpose of ensuring the consideration being fair and
reasonable, the Company has taken into account the following
factors:

(1) the quotations from independent third parties for similar
projects; and

(2)  the historical price of similar projects procured by the
Group.

For the 3 years ending 31 December 2018, the proposed
annual cap amounts for the transactions under the Battery
Production Equipment Purchase Agreement are set at
RMB80,000,000, RMB110,000,000 and RMB150,000,000,
respectively (tax excluded).

During the Year, purchase of batteries intelligence
manufacturing equipment and ancillary facilities from Zhejiang
Doulan amounted to approximately RMB17,011,000, which is
within the 2017 annual cap of RMB110,000,000.

Further details of the said transaction was set out in the
announcement of the Company dated 29 December 2015.
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Provision of Battery Production Materials Processing
Services

Chaowei Power and Xiamen Mate, a connected person of the
Company by virtue of Rule 14A.07(4) of the Listing Rules,
entered into a battery production materials processing
agreement (the “Battery Production Materials Processing
Agreement”) dated on 4 May 2016, by which Xiamen Mate has
agreed to provide battery production materials processing
services to Chaowei Power for a term from 4 May 2016 to 31
December 2016, renewable upon expiry (subject to compliance
with the provisions under the Listing Rules regarding continuing
connected transactions). Xiamen Mate is 50% owned by Mr.
Zhou Mingming and is therefore an associate of Mr. Zhou and
a connected person of the Company under the Listing Rules.

Pursuant to the Battery Production Materials Processing
Agreement, Chaowei Power agreed to engage Xiamen Mate to
provide battery production materials processing services from
time to time at fees with reference to Xiamen Mate’s actual
costs (including labour costs, costs of processing materials and
related expenses) plus a 10% gross margin of the actual costs,
which shall not, in any event, be higher than the fees for
services with comparable nature and scale charged by other
independent third party service providers. For the purpose of
ensuring the consideration being fair and reasonable, the
Company has taken into account the following factors:

(1) the quotations from independent third parties for similar
services; and

(2)  the historical fees for similar services procured by the
Group.

If there are government-prescribed prices for the battery
production materials processing services from the government
of the PRC, the consideration under the Battery Production
Materials Processing Agreement will be set in accordance with
such government prescribed prices.

DIRECTORS’ REPORT
EEEWRS

R Eith £ EVRIN0 LIRS

BHREREEMSH(BRIELMHAE
VA7) 1E  BARBIMBEAL)EI L —
BEA-ZE—NERAWNBNSHLEY
T (EHEEYR N T HE] @ &
it BEFSHRERBEEREREDEE
YIRI I LARTS - iR = —~"F R AMHA
BEZFT—RNF+A=+—H0 EnkA
FEE WAETLIMRABEFERER
SHE o BB 45 R 50% #E x5 i E B R oL
EHR  BREBEETRABRELENHE
ARRARHBEEAL -

BRBESHEEMRMIHE  BRERAE
ZEEMSHIREREOEEYH TR
% BR2ZEPMSEFENERKE(2ES
TRA - TR ARERRS) S INE
FRAXAR10% B F - HETMAIBR T ETE
BREMIB Y E =7 R HERRIEE &R
BRE R TRERAER - SEEARCER
RNFARE - ARFREFRATEE

() BUB=7THBELRBHORE : K&

2  AEEFRBRCURSHBEES -

fied P B R 0 Bt A EE W O T AR 75 1 R T BR
RIEEERE - MECEEDH T HENR
ERIZZBTEEEBRETE

BREMNIERBRAT o 2017 FR 73



DIRECTORS’ REPORT
EEEWRS

On 23 December 2016, Chaowei Power renewed the Battery
Production Materials Processing Agreement by entering into a
battery production materials processing agreement (2017) (the
“Battery Production Materials Processing Agreement (2017)") with
Xiamen Mate for a further term of 1 year from 1 January 2017 to 31
December 2017, renewable upon expiry (subject to compliance with
the provisions under the Listing Rules regarding continuing
connected transactions).

For the year ended 31 December 2017, the proposed annual cap
amount for the transactions under the Battery Production Materials
Processing Agreement (2017) is set at RMB150,000,000 (tax
excluded).

During the Year, the engagement of battery production materials
processing services from Xiamen Mate by Chaowei Power amounted
to approximately RMB801,000, which is within the annual cap of
RMB150,000,000. The Battery Production Materials Processing
Agreement (2017) expired on 31 December 2017.

Further details of the said transaction was set out in the
announcements of the Company dated 4 May 2016 and 23
December 2016.

REVIEW BY INDEPENDENT NON-EXECUTIVE
DIRECTORS AND THE AUDITORS OF THE COMPANY
The independent non-executive Directors have reviewed the above
continuing connected transactions of the Group and have confirmed
that these transactions have been entered into:

() inthe ordinary and usual course of business of the Group;
(i) onnormal commercial terms; and
(i) in accordance with the relevant agreements governing them

on terms that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.
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Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged the
auditors of the Company to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants. The auditors
has issued his unqualified letter containing his findings and
conclusions in respect of the continuing connected transactions
disclosed by the Group on pages 71 to 74 of this annual report in
accordance with Rule 14A.56 of the Listing Rules. A copy of the
auditor’s letter has been provided by the Company to the Stock
Exchange.

COMPLIANCE WITH THE DEED OF
NON-COMPETITION

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

FINANCIAL INFORMATION SUMMARY
A financial information summary of the Group is set out on page 228
of this annual report.

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

MANAGEMENT CONTRACTS

No contracts concerning the management and/or administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the Year.
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SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS

The consolidated financial statements for the Year were audited by
Deloitte Touche Tohmatsu, Certified Public Accountants who will
retire at the conclusion of the forthcoming AGM of the Company
and, being eligible, will offer themselves for re-appointment.

On behalf of the Board

Zhou Mingming
Chairman and Chief Executive Officer
25 March 2018
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INDEPENDENT AUDITOR’S REPORT

Deloitte

TO THE SHAREHOLDERS OF
CHAOWEI POWER HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Chaowei
Power Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 84 to 227,
which comprise the consolidated statement of financial position as
at 31 December 2017, and the consolidated statement of profit or
loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSsS”) and have
been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards
on Auditing (“ISAs”). Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical
responsibilities in accordance with the Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial 18 - {8
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statements as a whole, and in forming our opinion thereon, and we

do not provide a separate opinion on these matters.

Key audit matter
BREEXSEE

How our audit addressed the key audit matter
BHEERTREBEERSENS Z

Warranty provision

We identified warranty provision as a key audit matter due
to the significance of this provision to the consolidated
financial statements and the management’s estimates
involved in estimating warranty provision at the end of the
reporting period.

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

Details of the key estimation uncertainty of warranty
provision are set out in Note 4 to the consolidated financial
Statements.
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Our procedures in relation to warranty provision included:

. Evaluating the appropriateness of the methodologies
used by the management for estimating warranty
provision;

. Testing the underlying data and challenging the
assumptions used by the management based on past
events in estimating warranty provision and changes
in market conditions; and

. Comparing actual warranty outflows subsequent to

the end of reporting period, where significant, to
those expected at the end of reporting period.
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Key audit matter
BREREE

18 17 1% SY 6 ¥ &S

How our audit addressed the key audit matter
BMEERTRERRERSENG E

Impairment assessments on loan receivables

We identified recoverability of loan receivables as a key
audit matter due to the significance of these receivables to
the consolidated statement of financial position and the
management’s estimates and judgements involved in the
recoverability assessment.

Management takes into consideration the collectability of
these receivables and identifies the objective evidences of
impairment and evaluates the present value of the
underlying future cash flows from recovering of these
receivables for impairment assessment purpose.

Details of the key estimation uncertainty of recoverability of
loan receivables are set out in Note 4 to the consolidated
financial statements.
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Our procedures in relation to recoverability of loan
receivables included:

o Analyzing relevant consideration and objective
evidences used by the management in assessing the
recoverability of loan receivables and the adequacy of
the allowance for impairment loss made; and

. Evaluating the appropriateness of the supporting

evidence for the estimated future cash flows and the
historical settlement records.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the consolidated
financial statements and our auditor’s report thereon.

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

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

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

o Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the directors.
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%EENE i S B HRENET

BN RERERBHBENEBGRSEEESS
MBRERBERL TN FERANGFREREBMNE
REREM - WER MTEHBERMBEREN
BB HRE - NMEEMAE - ROITERAHmSE
BARMEREMALARIEREMNEE - A
BHEETBSEANGRE EBETRERBRERE
ERFETEZ TFRERBFENERERRAL
BEERPR AL A] A HRFF Sk EARR M A A - W fE Bl Sk B 68
EAEEHMBR TR EEREREREVHR
RIEMBEERTE » Al REAREREL -

BEERE BT EIETENE  AMBKERY
YT R ERER AT - RIS

o HAIMFHEANREFHERMEBUIRE T
BREFEBEAHERBOAORR - RFFRATT
B EFARHZERR - RERTENE
ENENRE  FRARMABRMNER - AR
MRS R BR g BERER  ER
PRt k% B AR EZ R BN - E LT REH R
EMFFMEREAERR AR RSN T8
IR R AR MG E A R R 0= g

o THRERFTEMRARNEE  URFTEEN
BRIERF  EXIFEREYE BEREAERE
MBRMERRER

o REEFFRASHRERTRE R
B A B RERTARE -

BREMNIERBRAT o 2017 FR 81



INDEPENDENT AUDITOR’S REPORT
1817 1% S 6 ¥ &5

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

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

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

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements for
the current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent
auditor’s report is Mok Sau Fan.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

25 March 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

Hith B

2017 2016
—E—+F —EB—REF
Notes RMB’000 RMB'000
B aE ARBTT AR®ETT
Revenue L ON 5 24,654,011 21,454,756
Cost of sales HENAR (21,731,378) (18,663,159)
Gross profit EH 2,922,633 2,791,597
Other income and other gains HA A R E bl s 6 324,982 159,655
Distribution and selling expenses DM EER (884,310) (813,088)
Administrative expenses TR (546,778) (369,169)
Research and development expenses EEF 2 (775,849) (576,890)
Other expenses and other losses HAthF Sz R H A E1E 7 (148,857) (287,500)
Finance costs & A 8 (250,636) (193,123)
Share of result of associates FEMRESE DR R (4,779) (6,685)
Share of result of joint ventures JEEEe RS (767) 273
Profit before tax B AT AE 9 635,639 705,070
Income tax expense Frg®if X 12 (163,755) (86,012)
Profit for the year FAHNE 471,884 619,058
Other comprehensive expense HEthzmAY
ltem that may be reclassified subsequently — Ef& sk & E#51E
to profit or 10ss: RBERMIEE :
Exchange differences on translation of MEBINETE I T T
financial statements of foreign R R ERE
operations (1,267) (1,055)
Total comprehensive income FREEBRALLE
for the year 470,617 618,003
Profit for the year attributable to: LA AT E(EFERFE
Oowners of the Company PIN/NEE 2 =N 454,816 503,796
Non-controlling interests FEIEAR M 17,068 115,262
471,884 619,058
Total comprehensive income for LTFALTEGESEA
the year attributable to: ZHEMABLE :
owners of the Company RAREEA 453,549 502,741
Non-controlling interests FEFE R 17,068 115,262
470,617 618,003
Earnings per share sl 13
— Basic (RMB) —ER(AR®TT) 0.41 0.48
— Diluted (RMB) —EE(ARET) 0.41 0.48
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

= /A\§
RO

B B A 0 =

At 31 December 2017
R_F—tF+_A=1+—H

2017 2016
—B—+F —E—REF
Notes RMB’000 RMB'000
B 5T AR® TR ARETT
NON-CURRENT ASSETS EREEE
Property, plant and equipment Y - BB MR 15 4,540,191 4,081,373
Prepaid lease payments ENHEERE 16 350,804 275,858
Investment properties B 17 42,720 41,815
Deferred tax assets BERIRE B 18 395,507 353,028
Deposits paid for acquisition of Uk B + P FRREFR RS
land use rights 16,000 -
Deposits paid for acquisition of property, WHEME - BB &
plant and equipment REMNIRE 131,652 59,350
Goodwill EES 19 49,447 49,447
Intangible assets mpEE 20 327,066 17,818
Interests in associates NI 22 119,905 36,015
Loan to associates [‘j%,% g_-:@ B3 22 49,095 12,987
Interests in joint ventures NEEDE R 23 195,652 130,419
Available-for-sale investments —H/\Hj%%xﬁ 24 14,694 =
Prepayments and other receivables TEA R I8 N E b g W sk I8 30 11,893 28,153
Loan receivables FERE R 25 204,449 74,210
6,449,075 5,160,473
CURRENT ASSETS mENE E
Inventories FE 26 2,308,702 2,315,830
Trade receivables FEYE 5 IR 27 1,941,109 1,610,574
Bills receivable eSS 28 1,977,677 1,168,573
Prepayments and other receivables A A5 FRIE I EAth FE W R IR 30 1,540,253 1,292,230
Amounts due from related parties FE LK B 5 T IE 53(c) 198,001 96,538
Prepaid lease payments FEERIE 16 7,883 6,128
Loan receivables EWE R 25 26,663 199,511
Derivative financial instrument MTESRITA 41 391 18,905
Held for trading investments BIEEBEKRE 43 2,321 2,178
Restricted bank deposits ZRERITIER 31 1,052,383 526,778
Bank balances and cash IRITHEB RIS 31 1,501,319 588,439
10,556,702 7,825,684
CURRENT LIABILITIES =N
Trade payables BT E SRR 32 2,293,315 1,652,039
Bills payable TR 33 1,041,371 1,076,491
Other payables and accruals HibEN BN ESTER 34 1,698,552 1,455,608
Amounts due to related parties FE A~ AR 5 2 53(c) 13,748 10,358
Income tax payable e TSR 175,733 144,467
Obligations under finance leases BMEAEE THEL 38 75,000 100,781
Corporate bonds EES 39 - 595,287
Warranty provision IREBBAE 36 483,167 543,949
Bank borrowings RITEE 37 3,193,586 1,665,025
8,974,472 7,244,005
NET CURRENT ASSETS MENE B 1,582,230 581,679
TOTAL ASSETS LESS CURRENT LIABILITIES BEERREAR 8,031,305 5,742,152
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At 31 December 2017
T (e i et [ =]

2017 2016
-2+ —E—RF
Notes RMB’000 RMB'000
B5E AR¥T T ARET T
CAPITAL AND RESERVES B R
Share capital il 44 74,961 74,961
Reserves #HE 45 3,597,653 3,228,003
Equity attributable to owners of the Company 7~ R B A FE(LRE 2 3,672,614 3,302,964
Non-controlling interests ES Al 3o 1,014,826 848,457
TOTAL EQUITY B 4,687,440 4,151,421
NON-CURRENT LIABILITIES EmEAE
Deferred income FEIEU A 35 275,050 249,286
Deferred tax liabilities EERIEAE 18 1,848 1,768
Obligations under finance leases BERSEET 38 = 74,219
Bank borrowings RITIBEE 37 2,008,277 1,265,458
Corporate bonds TEESH 39 414,392 =
Medium-term notes FEIEE 40 644,298 =
3,343,865 1,590,731
8,031,305 5,742,152

The consolidated financial statements on pages 84 to 227 were S84 EEE T EFMEMNGAMBREER-Z
approved and authorised for issue by the board of directorson 25 —N\FE=A -+ A REEESH ERTET

March 2018 and are signed on its behalf by: WETIEEREEES
Zhou Mingming Zhou Longrui
FEEA 8 R
DIRECTOR DIRECTOR
EE EE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
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For the year ended 31 December 2017

HEz—_%2—

Equity attributable to owners of the Company

tE+ZA=+—AILEE

EARBEARERE
Equity
Convertible attributable
Statutory honds Exchange to non-
Share Share  surplus equity Other fluctuation  Retained controlling Total
capital  premium reserve reserve  reserves reserve  earnings Total interests equity
iE  TRRES Ex FERER
Bx  ROEE  BRREE  BEEE  HbBE  RBRE  RERA & EEER  SHER
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARETR ARETR ARETT ARETR ARETR ARETn ARETR  ARETR
At 1 January 2016 RZE-~E-A-A 69320 7159 319,308 29,680 319,164 (896) 1770468 2,584,640 730892 3315532
Profit for the year FRFIE - = = = = = 503,79 50379 115,262 619,058
Other comprenensive expenses FREMZERY
for the year - - - - - (1,055) - (1,055) - (1,055)
Acquisiton of addtional interest WEHBELANENMER
n subsidlaries = - - - (698) - - (698) (22974) (23672)
ISSue of shares upon conversion ERTRRESR
of convertible bonds Bk 5,641 39,705 - (29.680) - - - 315,666 - 315,666
Dividend paic to owners of ERARAEEA
the Company (Note 14) s (s 14) = = = = - - (99,385) (99,385) - (9,385
Dividend paid to BfiEERER RS
non-controlling interests - - - - - - - - (15,85) (15,85)
Capital contribution by FRERTE
non-controlling interests - - - - - - - - 41133 1133
Transfer to reserves BARE - - 82359 - - - (82:359) - = =
At31 December 2016 RZE-—E
+-A=1-H 74,961 417,301 401,667 - 318,466 (1951) 2,092,520 3,302,964 848,457 4151421
Profitfor the year ERflE - - - - - - 454816 454,816 17068 471,884
Other comprenensive expenses EREMEERY
for the year - - - - - (1,267) - (1,267) - (1,267)
Acquisition of additional interest WER B mR s
in subsidiaries (Note 210il) g (B 2000) = = = - (25400 - - (25400 5756 (19,646)
Dividend paid to owners of BRAAAERA
the Company (Note 14) T8 (i 14) - 5 = - - - (75338)  (7533%) - (7533%)
Dividend paic to non-contraliing BfARERRS
interests - - - - - - - - (165880)  (165,880)
Disposal of partialinterests in ERRRREET
subsidiaries without losing control ~~ (HEHBAE
Bias o = - - 11,575 - - 11,575 105,286 116,861
Acquisition of subsiciaries (Note 52 WERHBAR (B3 52) - - - - - - - - 154118 154118
Capital contribution from FhRERTE
non-controling interests - - - - 5,266 - - 5,266 50,021 55.287
Transfer to reserves BARE - - 120,687 - - - (120,687) - - -
At 31 December 2017 3
+-A=1+-H 74,961 417,301 522,354 - 309,905 (3218) 2,351,311 3,672,614 1,014,826 4,687,440
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CONSOLIDATED STATEMENT OF CASH FLOWS
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For the year ended 31 December 2017
o e = el T =) 4| [

:I:— £3
2017 2016
—E -5 —E—REF
RMB’'000 RMB'000
ARET T AREFT
OPERATING ACTIVITIES KB TEE
Profit before tax G IR INE 635,639 705,070
Adjustments for: HE -
Interest income on bank deposits RITIFREF BULA (22,628) (22,767)
Interest income on loan receivables FEU B A F B A (13,431) (16,665)
Interest income on loan to an associate m—XKEE R A E AR S WA (1,373) -
Interest income on outstanding HE—REE QR AREE
consideration of disposal of REFEWA
an associate (804) -
Share of result of joint ventures JEMhE & hERE 767 (273)
Share of result of associates JE(LEE & N R LA 4,779 6,685
Gain on disposal of an associate 1 — KB A Rl (4,900) -
Gain arising on contribution from R E M E & [ — R E QA
other investor to an associate JEE E AR E (14,534) =
Finance costs BB R AR 250,636 193,123
Depreciation of property, VI - BB R REITE
plant and equipment 386,330 348,646
Depreciation of investment property WEYETE 2,815 2,212
Amortisation of intangible assets R AERH 17,162 2,376
Prepaid lease payments released to FFABEMNENEERIE
profit or loss 6,928 5,800
Loss on disposal of property, LEME - BERLESE
plant and equipment 20,385 15,522
Gain on changes in fair value of financial SRAREEREZERMEE
assets classified as held for trading N EEB) W (143) (2,154)
Gain on changes in fair value of MESRIARNTEES K
derivative financial instruments (391) -
Release of government grants from FRIR A WA B2 B BT 478 B
deferred income (20,211) (14,510)
Allowance for bad and doubtful debts JEUE 5 8RR R BRI S
on trade receivables 82,679 76,433
(Reversal of)/allowance for bad and H b e W R IE H RIEBR
doubtful debts on other receivables (@), B (7,462) 3,815
Allowance for bad and doubtful debts TETRIER REZRE A
on prepayments = 178,014
Allowance for bad and doubtful debts JEUE A R IR IR B
on loan receivables 8,350 -
(Reversal of)/allowance for inventories FEBE),BiE (187) 6,807
Provision for warranty REBERAE 564,572 799,720
Operating cash flows before movements LEE BB AL E
in working capital BemE 1,894,978 2,287,854
Decrease/(increase) in inventories FERD, (&) 73,056 (255,845)
Increase in receivables, deposits FEWERIA ~ e K
and prepayments TR SRIEIE N (1,354,308) (1,907,586)
Decrease/(increase) in amounts due JiE Uk RE B 5 s IE R (3 n)
from related parties 10,010 (9,593)
Increase in payables, deposits received JERROE C Bl
and accrued charges TR B R0 716,795 744,645
Increase in deferred income EFEW A E BN 12,214 =
Utilisation of provision for warranty ) A IRAE B (625,354) (718,661)
Increase in amounts due to related parties FE < BB 5 2R IBIE AN 3,390 10,157
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CONSOLIDATED STATEMENT OF CASH FLOWS
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

2017 2016
—E—tF —T—REF
Note RMB’000 RMB'000
B &E ARETT AREFT
Cash generated from operations LIETSIRE 730,781 150,971
Income tax paid BATFTISH (154,209) (95,664)
Net cash from operating activities WL EEMSH S FEE 576,572 55,307
INVESTING ACTIVITIES REES
Purchase of property, plant and equipment  BEBW% - E MR (537,371) 673,711)
Deposits paid for acquisition of property, WM - BB K
plant and equipment REF RS (131,652) (59,350)
Purchases of financial instrument BEOBARBIEERE L
classified as held for trading EHMT A = (5,781)
Disposal of financial instrument HEVHEARBIEEE
classified as held for trading ST HE - 5,757
Purchases of investment property BEIEEYSE (1,267) (7,159)
Purchases of intangible assets BEREEE (142,211) =
Acquisition of subsidiaries WHERT B A A 52 (54,522) =
Addition to prepaid lease payments A EFIEE I (20,170) (28,8095)
Deposits paid for acquisition of W BE + Hb 50 FRRE Y
land use rights BfiEE (16,000) -
Proceeds on disposal of property, HEME  BEK
plant and equipment FEETIS IR 1,794 8,763
Cash paid for establishment of BUSELEMTRS
joint ventures (66,000) (72,500)
Cash paid for establishment of associates BUBMERNTMNERES (62,458) (8,400)
Loans to associates MEE QB (50,474) -
Purchases of available-for-sale investments BB a] B &K E (14,694) -
Collection of loan to an associate BR—RBEAFER 3,449 3,488
Government grants received B ERAT 1 B 33,761 80,785
Interest received B FILE 36,059 39,432
Withdrawal of restricted bank deposits RS PR $II R 1T 17 3K 4,189,353 2,793,062
Placement of restricted bank deposits R IR TER (4,696,053) (2,932,250)
Advance of loan receivables U EFRBR (40,552) (47,911)
Collection of loan receivables BRI E K 38,811 86,900
Advance to related parties ) BE B 77 5K (104,473) (43,203)
Advance to a shareholder of a joint venture  M—X& L ERER (20,000) -
Advance to a former associate A — R ATHE & A A K (33,000) =
Net cash used in investing activities KREESMAE S F5E (1,687,670) (860,883)
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CONSOLIDATED STATEMENT OF CASH FLOWS

= /A N =g —]
ROIRERSE
For the year ended 31 December 2017
BHE_ZE—+tF+-A=+—HLFE

2017 2016
—E—tF —ETRF
RMB’'000 RMB’000
ARETT ARETTT
FINANCING ACTIVITIES BEES
New bank borrowings raised HEEMIRITEE 5,112,069 4,041,429
Repayment of bank borrowings EERITEE (2,981,689) (3,272,613)
Repayment of finance lease payables EEENRERE (100,000) (50,000)
Short term financing note raised ERMNOHRERE 698,899 -
Repayments of short term financing note EERHRNERE (700,000) -
Repayments of corporate bonds BEPEES (182,196) -
Medium-term notes raised SEMTHER 693,900 -
Purchase of medium-term notes HERHEE (250,110) -
Proceed from disposal medium-term notes & Hﬂm%ﬁ g8 200,000 -
Dividends paid BIRE (75,338) (99,385)
Interest paid Eﬁ?ﬁj = (267,211) (187,940)
Dividends paid to non-controlling interest BT IR R (165,880) (15,856)
Acquisition of additional interest WHE—KMBA TE’]%EM\%J%T&
in a subsidiary (19,646) (23,672)
Partial disposal of equity interests HERWEB R/ H S
in subsidiaries 9,000 -
Capital contribution by non-controlling FEERR T B
interests 55,287 41,133
Net cash from financing activities BB EBASIRE 558 2,027,085 433,096
Net increase/(decrease) in cash and REMREEEY
cash equivalents i, CRid) F 8 915,987 (372,480)
Cash and cash equivalents at beginning FYReRIREEEY
of the year 588,439 960,960
Effects of exchange rate changes ExRFEE (3,107) 1)
Cash and cash equivalents at end of the year, 43R4 RIELZEY)
represented by bank balances and cash LARTTH SR RIRE R 1,501,319 588,439
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GENERAL INFORMATION

Chaowei Power Holdings Limited (the "Company”) was
incorporated in the Cayman Islands on 18 January 2010 as an
exempted company with limited liability under the Companies
Law of the Cayman Islands and its shares have been listed on
the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) with effect from 7 July 2010. The
address of the registered office of the Company is P.O. Box
31119 Grand Pavilion, Hibiscus Way, 802 West Bay Road, Grand
Cayman, KY1-1205 Cayman Islands, and the address of its
principal place of business in the People’s Republic of China
(the “PRC") is No. 12 Zhizhou Road, Xinxing Industrial Park,
Zhicheng, Changxing, Zhejiang Province, PRC.

The consolidated financial statements are presented in
Renminbi (“RMB”), the currency of the primary economic
environment in which the Company and its subsidiaries
(collectively referred to as the “Group”) operate (the functional
currency of the Company and most of its subsidiaries). The
Company is an investment holding company. The principal
activities of the Company's subsidiaries are set out in Note 21.

ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs")

Amendments to IFRSs that are mandatorily
effective for the current year

The Group has applied the following amendments to IFRSs for
the first time in the current year:

Amendments to IAS 7 Disclosure Initiative

Amendments to IAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses

Amendments to IFRS 12 As part of the Annual Improvements
to IFRSs 2014-2016 Cycle

Except as described below, the application of the amendments
to IFRSs in the current year has had no material impact on the
Group's financial performance and positions for the current
and prior years and/or on the disclosures set out in these
consolidated financial statements.
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ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)
Amendments to IFRSs that are mandatorily
effective for the current year (continued)
Amendments to IAS 7 Disclosure Initiative

The Group has applied these amendments for the first time in
the current year. The amendments require an entity to provide
disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing activities,
including both cash and non-cash changes. In addition, the
amendments also require disclosures on change in financial
assets if cash flows from those financial assets were, or future
cash flows will be, included in cash flows from financing
activities.

Specifically, the amendments require the following to be
disclosed: (i) changes from financing cash flows; (i) changes
arising from obtaining or losing control of subsidiaries or other
businesses; (iii) the effect of changes in foreign exchange rates,
(iv) changes in fair values; and (v) other changes.

A reconciliation between the opening and closing balances of
these items is provided in note 42. Consistent with the
transition provisions of the amendments, the Group has not
disclosed comparative information for the prior year. Apart
from the additional disclosure in note 42, the application of
these amendments has had no impact on the Group’s
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

2. ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)

1k 4N 51 K2 8L 12 5T BOBR 87 #5 #h S5 %8
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E 18t 1B 18 7R 4 S B0 7 5T R A 12 5T B B

New and revised IFRSs in issue but not yet

effective

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

IFRS 9
IFRS 15

IFRS 16

IFRS 17

IFRIC 22

IFRIC 23

Amendments to IFRS 2

Amendments to IFRS 4

Amendments to IFRS 9

Amendments to IFRS 10
and IAS 28

Amendments to IAS 19

Amendments to I1AS 28

Amendments to IAS 28

Amendments to IAS 40

Amendments to IFRSS

Financial Instruments’

Revenue from Contracts with Customers
and the related Amendments’

Leases?

Insurance Contracts*

Foreign Currency Transactions and
Advance Consideration’
Uncertainty over Income Tax Treatments?

Classification and Measurement of
Share-based Payment Transactions'

Applying IFRS 9 Financial Instruments with
IFRS 4 Insurance Contracts’

Prepayment Features with Negative
Compensation?

Sale or Contribution of Assets between
an Investor and its Associate or
Joint Venture®

Plan Amendment, Curtailment
or Settlement?

Long-term Interests in Associates and
Joint Ventures?

AS part of the Annual Improvements to
IFRS Standards 2014-2016 Cycle?

Transfers of Investment Property"

Annual Improvements to IFRS
Standards 2015-2017 Cycle?
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017
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2. ADOPTION OF NEW AND REVISED

INTERNATIONAL FINANCIAL REPORTING

STANDARDS ("IFRSs") (continued)

New and revised IFRSs in issue but not yet
effective (continued)

1

2
3
4

Effective for annual periods beginning on or after 1 January 2018
Effective for annual periods beginning on or after 1 January 2019
Effective for annual periods beginning on or after a date to be determined
Effective for annual periods beginning on or after 1 January 2021

Except for the new and revised IFRSs and Interpretations
mentioned below, the directors of the Company (the
“Directors”) anticipate that the application of all other new and
amendments to IFRSs and Interpretations will have no material
impact on the consolidated financial statements in the
foreseeable future.

IFRS 9 Financial Instruments

IFRS 9 introduces new requirements for the classification and
measurement of financial assets, financial liabilities, general
hedge accounting and impairment requirements for financial
assets.

Key requirements of IFRS 9 which are relevant to the Group:

all recognised financial assets that are within the scope
of IFRS 9 are required to be subsequently measured at
amortised cost or fair value. Specifically, debt
investments that are held within a business model whose
objective is to collect the contractual cash flows, and that
have contractual cash flows that are solely payments of
principal and interest on the principal outstanding are
generally measured at amortised cost at the end of
subsequent accounting periods. Debt instruments that
are held within a business model whose objective is
achieved both by collecting contractual cash flows and
selling financial assets, and that have contractual terms
that give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal
amount outstanding, are generally measured at fair value
through other comprehensive income (“FVTOCI”). All
other financial assets are measured at their fair value at
the end of subsequent accounting periods. In addition,
under IFRS 9, entities may make an irrevocable election
to present subsequent changes in the fair value of an
equity investment (that is not held for trading nor
contingent consideration recognised by an acquirer in a
business combination to which IFRS 3 Business
Combinations applies) in other comprehensive income,
with only dividend income generally recognised in profit
or loss.

94 Chaowei Power Holdings Limited ¢ Annual Report 2017

1k &N 51 A2 £ 12 5T BOBR 87 15 # &5 %8
B ([ BR R B F5 R S5 2B R 1) (4R

E 18 ffh 18 14 7R 4 B0 5T R A& 2 5T B B
A1 IX R S HER (3]F)

t ORZENF-A-BRZABREE N

: ROE-NF-A-BRZEMRNFEENR

T ASEEE B IS R BRI

¢ RSB F-A-ARZEMBNFRENR

BR T SRR R] M AR 2 AT B R B 75 s o 22 Al
KRN ARRER(EE ) AMEAAM
BEMIET REER] BRI 75 S R R
BRABRRTEHERAVBRRBREK

B2 488
= °

BIRRETIS RS ERF oK EM TR
BERMEREENEIORIATREE &
MEBZOBEAE  —REDSAEES
ERSREERENTRE

BIFR M #5 i 5 E RS 9 SR AR B AR =
ERE

s EBEEVHREENFEIRBEN
BERRTRMEEE R AREIHK
AN FEFFE - FHIEB B RKE
BHNRERBZEBEANMTA -
REHReREER/EELAS KHAK
EEASMAENBZERKRE  —R&
REZR S HREAEE B IR HR AR
E-RENARAKEEANRERE
AHETBEENEHEANMTES
MEB TR  AREHNERSHREE
BHELANBRESRER/INAT KA
BERXENNENEB TR  —Ki
NFEFAREMEENRE ([RAFE
RARMEEYE]) AFHE - AR
foe@MEEONEREGHHBEER
BAFEE - o - RIBBEFR 5
WELEAF W - BRBAET A RIHLD
BEAEMEEKED 2 RERE
ZAFEES (FFEERZ RKIET
R BIBR B 5 s R 56 3SR R A5 A P
B2 E5A Gt ER AR ERR
5N - W—RAEBEPRERIREMWA -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ADOPTION OF NEW AND REVISED

INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)

New and revised IFRSs in issue but not yet
effective (continued)

IFRS 9 Financial Instruments (continued)

with regard to the measurement of financial liabilities
designated as at fair value through profit or loss, IFRS 9
requires that the amount of change in the fair value of
the financial liability that is attributable to changes in the
credit risk of that liability is presented in other
comprehensive income, unless the recognition of the
effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an
accounting mismatch in profit or 10ss. Changes in fair
value attributable to a financial liability’s credit risk are
not subsequently reclassified to profit or loss. Under IAS
39 Financial Instruments: Recognition and Measurement,
the entire amount of the change in the fair value of the
financial liability designated as fair value through profit or
loss is presented in profit or loss.

in relation to the impairment of financial assets, IFRS 9
requires an expected credit loss model, as opposed to an
incurred credit loss model under IAS 39. The expected
credit loss model requires an entity to account for
expected credit losses and changes in those expected
credit losses at each reporting date to reflect changes in
credit risk since initial recognition. In other words, it is no
longer necessary for a credit event to have occurred
before credit losses are recognised.
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For the year ended 31 December 2017
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2. ADOPTION OF NEW AND REVISED

INTERNATIONAL FINANCIAL REPORTING

STANDARDS ("IFRSs") (continued)
New and revised IFRSs in issue but not yet
effective (continued)

IFRS 9 Financial Instruments (continued)

96

Based on the Group's financial instruments and risk management
policies as at 31 December 2017, the Directors anticipate the
following potential impact on initial application of IFRS 9:

Classification and measurement

Bills receivable are held within a business model whose
objective is achieved by both collecting contractual cash
flows and endorsing the bills receivable to suppliers or
discounting to banks, and the contractual terms give rise
to cash flows on specified dates that are solely payments
of principal and interest on the principal outstanding.
Accordingly bills receivable will be subsequently
measured at FVTOCI upon the application of IFRS 9, with
the fair value gains or losses accumulated in reserve
subsequently reclassified to profit or loss upon
derecognition. However, the Directors do not anticipate
this will have a material impact on the amounts
recognised in other comprehensive income as the fair
value of bills receivable is close to its carrying amounts
given all bills receivable will mature within one year.
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ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)

New and revised IFRSs in issue but not yet

effective (continued)

IFRS 9 Financial Instruments (continued)

Classification and measurement (continued)

. Equity securities classified as available-for-sale
investments carried at cost less impairment as disclosed
in note 24: these securities qualified for designation as
measured at FVTOCI under IFRS 9 and the Group will
measure these securities at fair value at the end of
subsequent reporting periods with fair value gains or
losses recognised as other comprehensive income and
accumulated in the investments revaluation reserve,
which will not be subsequently reclassified to profit or
loss.

. All other financial assets and financial liabilities will
continue to be measured on the same bases as are
currently measured under IAS 39.

Impairment

In general, the Directors anticipate that the application of the
expected credit loss model of IFRS 9 will result in earlier
provision of credit losses which are not yet incurred in relation
to the Group’s financial assets measured at amortised costs
upon application of IFRS 9 by the Group.

Based on the assessment by the Directors, if the expected
credit loss model were to be applied by the Group, the
accumulated amount of impairment loss to be recognised by
Group as at 1 January 2018 would not be significantly increased
as compared to the accumulated amount recognised under
IAS 39.
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ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)

New and revised IFRSs in issue but not yet
effective (continued)

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued which establishes a single comprehensive
model for entities to use in accounting for revenue arising from
contracts with customers. IFRS 15 will supersede the current
revenue recognition guidance including I1AS 18 Revenue, 1AS 11
Construction Contracts and the related interpretations when it
becomes effective.

The core principle of IFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those
goods or services. Specifically, the standard introduces a 5-step
approach to revenue recognition:

. Step 1: Identify the contract(s) with a customer

. Step 2: Identify the performance obligations in the
contract

. Step 3: Determine the transaction price

. Step 4: Allocate the transaction price to the performance
obligations in the contract

. Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation

Under IFRS 15, an entity recognises revenue when (or as) a
performance obligation is satisfied, i.e. when ‘control’ of the
goods or services underlying the particular performance
obligation is transferred to the customer. Far more prescriptive
guidance has been added in IFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by
IFRS 15.
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ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)

New and revised IFRSs in issue but not yet
effective (continued)

IFRS 15 Revenue from Contracts with Customers
(continued)

In April 2016, the International Accounting Standards Board
(“IASB") issued Clarifications to IFRS 15 in relation to the
identification of performance obligations, principal versus
agent considerations, as well as licensing application guidance.

The Directors anticipate that the application of IFRS 15 in the
future may result in more disclosures, however, the Directors
do not anticipate that the application of IFRS 15 will have a
material impact on the timing and amounts of revenue
recognised in the respective reporting periods.

IFRS 16 Leases

IFRS 16 introduces a comprehensive model for the identification
of lease arrangements and accounting treatments for both
lessors and lessees. IFRS 16 will supersede IAS 17 Leases and
the related interpretations when it becomes effective.

IFRS 16 distinguishes lease and service contracts on the basis
of whether an identified asset is controlled by a customer.
Distinctions of operating leases and finance leases are
removed for lessee accounting, and is replaced by a model
where a right-of-use asset and a corresponding liability have to
be recognised for all leases by lessees, except for short-term
leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses,
adjusted for any remeasurement of the lease liability. The lease
liability is initially measured at the present value of the lease
payments that are not paid at that date. Subsequently, the
lease liability is adjusted for interest and lease payments, as
well as the impact of lease modifications, amongst others. For
the classification of cash flows, the Group currently presents
upfront prepaid lease payments as investing cash flows in
relation to leasehold lands for own use and those classified as
investment properties while other operating lease payments
are presented as operating cash flow. Upon application of IFRS
16, lease payments in relation to lease liability will be allocated
into a principal and an interest portion which will be presented
as financing cash flows by the Group.
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For the year ended 31 December 2017
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2,

ADOPTION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS ("IFRSs") (continued)

New and revised IFRSs in issue but not yet
effective (continued)

IFRS 16 Leases (continued)

uUnder IAS 17, the Group has already recognised an asset and a
related finance lease liability for finance lease arrangement and
prepaid lease payments for leasehold lands where the Group is
a lessee. The application of IFRS 16 may result in potential
changes in classification of these assets depending on whether
the Group presents right-of-use assets separately or within the
same line item at which the corresponding underlying assets
would be presented if they were owned.

In contrast to lessee accounting, IFRS 16 substantially carries
forward the lessor accounting requirements in IAS 17, and
continues to require a lessor to classify a lease either as an
operating lease or a finance lease.

As at 31 December 2017, the Group has non-cancellable
operating lease commitments of RMB10,260,000 as disclosed
in note 49. A preliminary assessment indicates that these
arrangements will meet the definition of a lease. Upon
application of IFRS 16, the Group will recognise a right-of-use
asset and a corresponding liability in respect of all these leases
unless they qualify for low value or short-term leases.

Furthermore, the application of new requirements may result
changes in measurement, presentation and disclosure as
indicated above. However, it is not practicable to provide a
reasonable estimate of the financial effect until the Directors
complete a detailed review.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with IFRSs issued by the IASB. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange (the “Listing Rules”) and by
the Hong Kong Companies Ordinance (“CO").

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments
that are measured at 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.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a
basis, except for share-based payment transactions that are
within the scope of IFRS 2 Share-based Payment, leasing
transactions that are within the scope of IAS 17 Leases, and
measurements that have some similarities to fair value but are
not fair value, such as net realisable value in IAS 2 Inventories
or value in use in IAS 36 Impairment of Assets.

3.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

FREEIR
BANBRACRBER S ENEFER
BT REEREL - 1oh - RAEt
BMERDEMRFEE LHRAT LR
A1) B B A TEBD (TR RIED ) e 2
AR -

IR E BRI - A M RRTIIRE
SERAEERE - HEETERTARATE
FHEBRSN o

FE S R — RS A5 SR S B 7 4 1 R 1
BATE -

RNHERRFTEBMMIS28EE ZRAMET
MBFRZHHEBEMEIKEBR A ERR
XAEER - Mm% ERAERBRNE
AR —RfhERMGE - EMH2EERT
ERNNHEENABETERSEREELR
BN AIAKERAEHEEXRENR
FERSERZFNH - HEFRAMHEHRE
PERT B RSB RGN A FETRILE
EET - BN BERM RS LS 25U
B 17 75 2 58 49 1 50 8 B B9 PARR 40 S AN 0 32
% BB g ERIE 17 R EERE A
HERS  AREXFEAMIBEETTE
WIRFENFE - PINBER S ERIE2
SEAFE A EY R B IR RS B & SRS 36
SREERENEREBERI

BRENIZRERAT o 2017FH% 101



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fm © 811 15 ¥ 2% By 5

For the year ended 31 December 2017
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as
follows:

. Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

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

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

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
company:

. has power over the investee;

. is exposed, or has rights, to variable returns from its
involvement with the investee; and

. has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control listed
above.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of
a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and
other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the
subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of 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.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.

All intragroup assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

Changes in the Group's ownership interests in subsidiaries that
do not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts
of the Group's relevant components of equity and the non-
controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries, including re-attribution of
relevant reserves between the Group and the non-controlling
interests according to the Group’s and the non-controlling
interests’ proportionate interests.

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.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Acquisition of a subsidiary not constituting a
business

When the Group acquires a group of assets and liabilities that
do not constitute a business, the Group identifies and
recognises the individual identifiable assets acquired and
liabilities assumed by allocating the purchase price first to the
financial assets and financial liabilities at the respective fair
values, the remaining balance of the purchase price is then
allocated to the other individual assets and liabilities on the
basis of their relative fair values at the date of purchase. Such
a transaction does not give rise to goodwill or bargain purchase
gain.

Goodwill

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

For the purpose of impairment testing, goodwill is allocated to
each of the Group's cash-generating units (or groups of cash-
generating units) that are expected to benefit from the
synergies of the acquisition, which represent the lowest level
at which the goodwill is monitored for internal management
purposes and not larger than an operating segment.

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually or more frequently whenever
there is indication that the unit may be impaired. For goodwill
arising on an acquisition in a reporting period, the cash-
generating unit to which goodwill has been allocated is tested
for impairment before the end of that reporting period. When
the recoverable amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill
allocated to the unit first, and then to the other assets of the
unit pro rata on the basis of the carrying amount of each asset
in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss 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 profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and joint ventures

An associate is an entity over which the Group has significant
influence. 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.

A joint venture is a joint arrangement whereby the parties that
have joint control of the arrangement have rights to the net
assets of the joint arrangement. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities
require unanimous consent of the parties sharing control.

The results and assets and liabilities of associates or joint
ventures are incorporated in these consolidated financial
statements using the equity method of accounting. The
financial statements of associates and joint ventures used for
equity accounting purposes are prepared using uniform
accounting policies as those of the Group for like transactions
and events in similar circumstances. Under the equity method,
an investment in an associate or a joint venture is initially
recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group’s share
of the profit or loss and other comprehensive income of the
associate or joint venture. Changes in net assets of the
associate/joint venture other than profit or loss and other
comprehensive income are not accounted for unless such
changes resulted in changes in ownership interest held by the
Group. When the Group's share of losses of an associate or a
joint venture exceeds the Group's interest in that associate or
joint venture (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
associate or joint venture), the Group discontinues recognising
its share of further losses. Additional losses are recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the
associate or joint venture.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and joint ventures
(continued)

An investment in an associate or a joint venture is accounted
for using the equity method from the date on which the
investee becomes an associate or a joint venture. On
acquisition of the investment in an associate or a joint venture,
any excess of the cost of the investment over the Group's
share of the net fair value of the identifiable assets and
liabilities of the investee 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 and liabilities over the cost of the
investment, after reassessment, is recognised immediately in
profit or l0ss in the period in which the investment is acquired.

The requirements of IAS39 are applied to determine whether it
iS necessary to recognise any impairment loss with respect to
the Group’s investment in an associate or a joint venture.
When necessary, the entire carrying amount of the investment
(including goodwill) is tested for impairment in accordance with
IAS 36 as a single asset by comparing its recoverable amount
(higher of value in use and fair value less costs of disposal) with
its carrying amount. Any impairment loss recognised forms
part of the carrying amount of the investment. Any reversal of
that impairment loss is recognised in accordance with IAS 36
to the extent that the recoverable amount of the investment
subsequently increases.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Investments in associates and joint ventures
(continued)

When the Group ceases to have significant influence over an
associate or joint control over a joint venture, it is accounted
for as a disposal of the entire interest in the investee with a
resulting gain or loss being recognised in profit or loss. When
the Group retains an interest in the former associate or joint
venture and the retained interest is a financial asset within the
scope of 1AS 39, the Group measures the retained interest at
fair value at that date and the fair value is regarded as its fair
value on initial recognition. The difference between the
carrying amount of the associate or joint venture and the fair
value of any retained interest and any proceeds from disposing
the relevant interest in the associate or joint venture is
included in the determination of the gain or loss on disposal of
the associate or joint venture. In addition, the Group accounts
for all amounts previously recognised in other comprehensive
income in relation to that associate or joint venture on the
same basis as would be required if that associate or joint
venture had directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in other
comprehensive income by that associate or joint venture
would be reclassified to profit or loss on the disposal of the
related assets or liabilities, the Group reclassifies the gain or
loss from equity to profit or loss (as a reclassification
adjustment) upon disposal/partial disposal of the relevant
associate or joint venture.

When a group entity transacts with an associate or a joint
venture of the Group, profits and losses resulting from the
transactions with the associate or joint venture are recognised
in the Group’s consolidated financial statements only to the
extent of interests in the associate or joint venture that are not
related to the Group.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Intangible assets

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is recognised 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.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially recognised
at their fair value at the acquisition date (which is regarded as
their cost).

Subsequent to initial recognition, intangible assets acquired in
a business combination with finite useful lives are reported at
costs less accumulated amortisation and any accumulated
impairment losses on the same basis as intangible assets that
are acquired separately.

Revenue recognition

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

Revenue is recognised when the amount of revenue can be
reliably measured; when it is probable that future economic
benefits will flow to the Group and when specific criteria have
been met for each of the Group's activities, as described
below.

Revenue from sale of goods is recognised when the goods are
delivered and titles have passed.

Deposits received from customers prior to meeting the above
criteria for revenue recognition are included in the
consolidated statement of financial position under current
liabilities.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Revenue recognition (continued)

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and
the amount of income can be measured reliably. Interest
income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which
is the rate that exactly discounts the estimated future cash
receipts through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

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

Property, plant and equipment

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

Depreciation is provided to write off the cost of items of
property, plant and equipment other than construction in
progress over their estimated useful lives and after taking into
account of their estimated residual value, using the straight-
line method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate accounted
for on a prospective basis.

Construction in progress includes property, plant and
equipment in the course of construction for production or for
its own use purposes. Construction in progress is carried at
cost less any recognised impairment loss. Construction in
progress is classified to the appropriate category of property,
plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for
their intended use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fm © 811 15 ¥ 2% By 5

For the year ended 31 December 2017
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment (continued)

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

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

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

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

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

The Group as lessee

Assets held under finance leases are initially recognised as
assets of the Group at their fair value at the inception of the
lease or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is included
in the consolidated statement of financial position as a finance
lease obligation.

Lease payments are apportioned between finance expenses
and reduction of the lease obligation so as to achieve a
constant rate of interest on the remaining balance of the
liability. Finance expenses are recognised immediately in profit
or loss, unless they are directly attributable to qualifying assets,
in which case they are capitalised in accordance with the
Group's general policy on borrowing costs. Contingent rentals
are recognised as expenses in the periods in which they are
incurred.

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental
expense over the lease term on a straight-line basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fm © 811 15 ¥ 2% By 5

For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Leasing (continued)

Leasehold land and building

When a lease includes both land and building elements, the
Group assesses the classification of each element as a finance
or an operating lease separately based on the assessment as
to whether substantially all the risks and rewards incidental to
ownership of each element have been transferred to the
Group, unless it is clear that both elements are operating
leases in which case the entire lease is classified as an
operating lease. Specifically, the entire consideration (including
any lump-sum upfront payments) are allocated between the
land and the building elements in proportion to the relative fair
values of the leasehold interests in the land element and
building element of the lease at the initial recognition.

To the extent the allocation of the relevant payments can be
made reliably, whilst the building element is classified as
property, plant and equipment or investment property, as
appropriate, interest in leasehold land is accounted for as an
operating lease and presented as “prepaid lease payments” in
the consolidated statement of financial position and is
amortised over the lease term on a straight-line basis.

Foreign currencies

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

Foreign currencies (continued)

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,
except for exchange differences on monetary items receivable
from or payable to a foreign operation for which settlement is
neither planned nor likely to occur (therefore forming part of
the net investment in the foreign operation), which are
recognised initially in other comprehensive income and
reclassified from equity to profit or loss on disposal or partial
disposal of the Group's interests in associates/joint ventures.

For the purposes of presenting consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Group (i.e., RMB) using exchange rates prevailing at the end of
each reporting period. Income and expense items are
translated at the average exchange rates for the period, unless
exchange rates fluctuate significantly during that period, in
which case the exchange rates at the dates of the transactions
are used. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in equity
under the heading of exchange fluctuation reserve (attributed
to non-controlling interests as appropriate).

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.

All other borrowing costs are recognised in profit or loss for
the period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fm © 811 15 ¥ 2% By 5

For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

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 10ss on a
systematic basis over the periods in which the Group
recognises as expenses the related costs for which the grants
are intended to compensate. Government grants related to
depreciable assets are recognised as deferred income in the
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. Other government grants are
recognised as income over the periods necessary to match
them with the costs for which they are intended to
compensate, on a systematic basis. Government grants that
are receivable as compensation for expenses or losses already
incurred or for the purpose of giving immediate financial
support to the Group with no future related costs are
recognised in profit or 10ss in the period in which they become
receivable.

Retirement benefits costs

Payments to defined contribution retirement benefits schemes,
including state-managed retirement benefits schemes in the
PRC and the 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 profit or loss and other
comprehensive income because it excludes items of income or
expenses 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.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

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 differences to the extent that it is
probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable profit
nor the accounting profit.

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

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

fm © 811 15 ¥ 2% By 5

For the year ended 31 December 2017
BHE_ZE—+tF+-A=+—HLFE

3. SIGNIFICANT ACCOUNTING POLICIES
(continued)
Taxation (continued)
Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply in the period in which the liability is
settled or the asset is realised, based on tax rate (and tax laws)
that have been enacted or substantively enacted by the end of
each reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would
follow from the manner in which the Group expects, at the end
of each reporting period, to recover or settle the carrying
amount of its assets and liabilities. Current and deferred tax 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 the deferred tax are also
recognised in other comprehensive income or directly in equity
respectively. When current tax or deferred tax arises from the
initial accounting for a business combination, the tax effect is
included in the accounting for the business combination.

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

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

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

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

o the ability to use or sell the intangible asset;

. how the intangible asset will generate probable future
economic benefits;
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Research and development expenditure

(continued)

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

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

Where no internally-generated intangible asset can be
recognised, development expenditure is recognised in profit or
loss in the period in which it is incurred.

Inventories

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

Impairment of tangible and intangible assets
other than goodwill (see the 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 recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which the
asset belongs. When a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated
to individual cash-generating unit, or otherwise they are
allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be
identified.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fm © 811 15 ¥ 2% By 5

For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment of tangible and intangible assets
other than goodwill (see the accounting policy in
respect of goodwill above) (continued)
Recoverable amount is the higher of fair value less costs to sell
and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset
(or cash generating unit) for which the estimates of future cash
flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or a cash-generating unit) is
reduced to its recoverable amount. In allocating the
impairment loss, the impairment loss is allocated first to
reduce the carrying amount of any goodwill (if applicable) and
then to the other assets on a pro-rata basis based on the
carrying amount of each asset in the unit. The carrying amount
of an asset is not reduced below the highest of its fair value
less costs of disposal (if measurable), its value in use (if
determinable) and zero. The amount of the impairment loss
that would otherwise have been allocated to the asset is
allocated pro rata to the other assets of the unit. An
impairment loss is recognised immediately in profit or loss.

When 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 a cash generating unit)
in prior years. A reversal of an impairment loss is recognised
as income.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Provisions

Provisions for the expected cost of warranty obligations under
the relevant sale of goods legislation are recognised at the date
of sale of the relevant products, at the Directors’ best estimate
of the expenditure required to settle the Group's obligation.

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
instruments.

Financial assets and financial liabilities are initially measured at
fair value. Transactions costs that are directly attributable to
the acquisition or issue of financial assets and financial
liabilities (other than financial assets and financial liabilities
measured 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 the following
specified categories: financial assets at fair value through profit
or loss (“FVTPL"), 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Effective interest method

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

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

Financial assets at FVTPL
Financial assets are classified as at FVTPL when the financial
asset is held for trading.

A financial asset is classified as held for trading if:

. it has been acquired principally for the purpose of selling
in the near term; or

. on initial recognition it is a part of a portfolio of identified
financial instruments that the Group manages together
and has a recent actual pattern of short-term profit-
taking; or

. it is a derivative that is not desighated and effective as a
hedging instrument.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Financial assets at FVTPL (continued)

Financial assets at FVTPL are stated at fair value, with any gains
or losses arising on remeasurement recognised in profit or
loss. The net gain or loss recognised in profit or loss includes
any dividend or interest earned on the financial assets and is
included in the other income and other gains line item. Fair
value is determined in the manner described in Note 47(e).

Loan and receivables

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

Interest income is recognised by applying the effective interest
rate, except for short-term receivables when the effect of
discounting is immaterial.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative that are
either designated as available-for-sale or are not classified as
(a) loans and receivables, (b) held-to-maturity investments or (c)
financial assets at FVTPL.

Available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot
be reliably measured are measured at cost less any identified
impairment losses at the end of the reporting period.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets

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 where there is
objective evidence that, as a result of one or more events that
occurred after the initial recognition of the financial asset, the
estimated future cash flows of the financial assets have been
affected.

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

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

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

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or

. disappearance of an active market for that financial asset
because of financial difficulties.

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

For financial assets carried at amortised cost, the amount of
the impairment loss recognised is the difference between the
asset’s carrying amount and the present value of the estimated
future cash flows discounted at the financial asset’s original
effective interest rate.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

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

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

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment losses was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the
asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment
not been recognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity instruments

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

Equity instruments

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

Effective interest method

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

Interest expense is recognised on an effective interest basis.

Financial liabilities

Financial liabilities including bank borrowings, trade payables,
bills payable, other payables, amounts due to related parties,
corporate bonds, obligations under finance leases, medium-
term notes and convertible bonds are subsequently measured
at amortised cost, using the effective interest method.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity instruments (continued)
Convertible bonds

Convertible bonds issued by the Group that contain both the
liability and conversion option components are classified
separately into respective items on initial recognition in
accordance with the substance of the contractual arrangements
and the definitions of a financial liability and an equity
instrument. Conversion option that will be settled by the
exchange of a fixed amount of cash or another financial asset
for a fixed number of the Company’s own equity instruments is
classified as an equity instrument.

On initial recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the gross proceeds
of the issue of the convertible bonds and the fair value
assigned to the liability component, representing the
conversion option for the holder to convert the convertible
bonds into equity, is included in equity (convertible bonds
equity reserve).

In subsequent periods, the liability component of the
convertible bonds is carried at amortised cost using the
effective interest method. The equity component, representing
the option to convert the liability component into ordinary
shares of the Company, will remain in convertible bonds equity
reserve until the embedded option is exercised (in which case
the balance stated in convertible bonds equity reserve will be
transferred to share premium). Where the option remains
unexercised at the expiry date, the balance stated in
convertible bonds equity reserve will be released to the
retained earnings. No gain or loss is recognised in profit or l0ss
upon conversion or expiration of the option.

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components in
proportion to the allocation of the gross proceeds. Transaction
costs relating to the equity component are charged directly to
equity. Transaction costs relating to the liability component are
included in the carrying amount of the liability portion and
amortised over the period of the convertible bonds using the
effective interest method.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Derivative financial instruments

Derivatives are initially recognised at fair value at the date
when derivative contracts are entered into and are
subsequently remeasured to their fair value at the end of the
reporting period. The resulting gain or loss is recognised in
profit or loss immediately.

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 terms of a debt
instrument.

Financial guarantee contracts issued by the Group are initially
measured at their fair values and, if not designated as at FVTPL,
are subsequently measured at the higher of: (i) the amount of
the obligation under the contract, as determined in accordance
with IAS 37 Provisions, Contingent Liabilities and Contingent
Assets; and (ii) the amount initially recognised less, where
appropriate, cumulative amortisation recognised over the
guarantee period.

Derecognition

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

Financial instruments (continued)

Derecognition (continued)

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.

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

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, which are
described in Note 3, the Directors 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 judgement in applying accounting
policies

The following is a critical judgement, apart from those involving
estimations (see below), that the Directors have made in the
process of applying the Group’s accounting policies and that
have significant effect on the amounts recognised in the
consolidated financial statements.
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4.

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Critical judgement in applying accounting
policies (continued)

Acquisition of a subsidiary not constituting a business
As disclosed in Note 52, the Group acquired two subsidiaries in
current year. The acquisitions have been accounted for as
asset acquisition, because the Directors considered that the
acquired subsidiaries did not constitute business.

In making the judgement, the Directors considered the
definition of a business set out in IFRS 3 Business Combination.
After the assessment, the Directors considered the process
element of a business is not satisfied and concluded both
acquisitions are asset acquisition.

Key sources of estimation uncertainty

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

Warranty provision

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

Estimated costs related to product warranty are accrued at the
time of sale and are based upon past warranty claims and unit
sales history and adjusted as required to reflect actual costs
incurred, as information becomes available. As at 31 December
2017, the Group recognised provision for warranty amounted
to RMB483,167,000 (2016: RMB543,949,000) and details are
disclosed in Note 36.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty
(continued)

Estimated impairment of receivables

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

In making the estimates, the management considered that
detailed procedures have been in place to monitor this risk. In
estimating whether allowance for bad and doubtful debts is
required, management takes into consideration the aging
status and the likelihood of collection. When there is objective
evidence of impairment loss, management takes into
consideration the estimation of future cash flows. The amount
of the impairment loss is measured as the difference between
the asset's carrying amount and the present value of estimated
future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original
effective interest rate. Where the actual future cash flows are
less than expected, a material impairment loss may arise. As at
31 December 2017, the aggregate carrying amount of trade
receivables, bills receivable, other receivables and loan
receivables (net of allowance for doubtful debts), was
approximately RMB5,068,797,000 (2016: RMB3,132,572,000).
Details of movements of allowance for trade receivables, other
receivables and loan receivables are disclosed in Notes 27, 30
and 25 respectively.
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4.

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty
(continued)

Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating units to
which goodwill has been allocated. The value in use calculation
requires the Group to estimate the future cash flows expected
to arise from the cash-generating unit and a suitable discount
rate in order to calculate the present value. Where the actual
future cash flows are less than expected, a material
impairment loss may arise. As at 31 December 2017, the
carrying amount of goodwill was RMB49,447,000 (2016:
RMB49,447,000). Details of the recoverable amount calculation
are disclosed in Note 19.

Deferred tax assets

As at 31 December 2017, deferred tax assets of
RMB395,507,000 (2016: RMB353,028,000) in relation to
allowances for doubtful debts and inventories, deferred
income, accrual and provision, tax losses and other temporary
differences have been recognised in the consolidated
statement of financial position. No deferred tax asset has been
recognised in respect of the unused tax losses of
RMB510,068,000 (2016: RMB142,154,000) due to the
unpredictability of future profit streams. The realisation of the
deferred tax assets mainly depends on whether sufficient
future profits will be available in the future. In cases where the
actual future profits generated are more or less than expected,
a material adjustment of deferred tax assets may arise, which
would be recognised in profit or loss for the period in which
such an adjustment takes place. Details of deferred taxation
are disclosed in Note 18.

130 Chaowei Power Holdings Limited ¢ Annual Report 2017

4,

RS HE KRGS AEERRN
FERIR (4)

A T RERZNERRR ()

BEGsHEE
ErTHERCHRREREMTESREEE
MWIREEABNUNFERER - FTEFREE
EEAEBRAFIReEEBENTEHELMNR
RRSRE  UEARFTERENEGEITE
Lo WERARKRIB S RELRIEEL » BIF] 8
EXfEARESBE RZE—EF+=A
=+—H BEREREEEAARYAL9447,000
TT(ZZF—RF : AR®49,447,0007T) ° &
B E S BT EF BRI 19 E -

REMIEEE
RZE—+F+-_A=+—H BBUREK
FERE  BLEWRA - BErsa R EE -
HEEMEMAEREZENREEHEEEAR
#395,507,000t( ZFE — N F: AR
353,028,0007T) E R 4R G B ik N RIER ©
A AT TEA R SR FDE AR - E b3 E R R
AR AR B A R¥510,068,000T( =%
—NE  AR¥142,154,000 7T ) FERRIE I T
HEE - BEHBEERGTEREERTX
REBBFZEZHNFEME - WEENERR
RAEERTEA L k) - RIREFRIAE ER 8
HIREBRAR - MABEAZGRIEL AR
MR IEEER - BEEREHENFIBRIE
18358 -



CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty
(continued)

Useful lives and residual value of property, plant and
equipment

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

Useful lives of intangible assets

The licensed technology and trademark are amortised on a
straight-line basis over their estimated useful lives. The Group's
management determines the useful lives of these intangible
assets to be 10 years. The Group assesses annually the useful
lives of these intangible assets and if the expectation differs
from the original estimate due to changes in the expected level
of usage and/or technological developments, such difference
will impact the amortisation charge in the year in which such
estimate is changed.

Impairment of property, plant and equipment

Property, plant and equipment are reviewed for impairment
when events or changes in circumstances indicate that the
carrying amount of the assets exceeds its recoverable amount.
An impairment loss is recognised for the amount by which the
recoverable amount of property, plant and equipment being
lower than its carrying amount. No impairment loss of property,
plant and equipment has been recognised in current year.

Impairment of intangible assets

Intangible assets are allocated to respective cash-generating
unit for the purpose of impairment testing whenever there is
indication that the intangible assets may be impaired. The
recoverable amount of the cash-generating unit has been
determined based on value in use calculation. 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. No impairment loss of
intangible assets has been recognised in current year.

4,

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

B SsHHE KRGS AEERRN
FERIR (8)

A T RERZNERRR ()
M - MEKRREBNOEAFRRRGER

M IS IE  AEEEEELAEY
¥ BEMRBEERHEER AIEAFH
KIBRARITEERR - LR HIRBUIEE
RIEERME - BB MERENBEERRH
EERAERFHMEL ST A8 &
KEBEFHFOBIRGRSE RS ABMGERT
REAEE - ERREERAEAFHRT
AIfEET D BEEERENTEER - i
HEMOR XM EEBRFEE -

R EEURAER

et il R RN E At A ERF AR E
BB  AEEEEENTZSREVEE
A ERFERRB10F - AEBSFIRZEF
BIVEAENAERFR - MAFAEKF
2B HEA SRR A ERA BN
RIiEFHE - ZEEKRFEAAESE FOME
EH -

MK - MERREHE
WMBELEEMNEHHBEREE  BREERE
ERBEATKRE SR - JetanE  BE
LREBBERRE BEEANHNEBER/D
¥ BEMRBIRESRELRAETE
ZER  REEWEERME - BFERK
EREE R -

myE=ERE

WA NRBERELEER ERE - SURER
AME BEEEE /I EERBRCELE
i - MEeELBMAIRESEEIRERER
BT sEEREETEAKEMGREE
EERVEMELNRIESRE - UEAE
AEAEREMNAENTREEX - HERRKRS
MEBEIEML - QIR BEEESARERIE
REZWEBERBEERERR -

BREBNIZBRERAT o 2017FH% 131



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fm © 811 15 ¥ 2% By 5

For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

5.

REVENUE AND SEGMENT INFORMATION

The Group is principally engaged in the manufacturing and
sales of lead-acid motive batteries and other related items. The
Group's revenue primarily represents the amount received and
receivable for sale of lead-acid motive batteries during the
year.

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

No segment assets and liabilities, and related other segment
information were presented as no such discrete financial
information is provided to the CODM.
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For the year ended 31 December 2017
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5. REVENUE AND SEGMENT INFORMATION O
(continued)
Most of the external revenues of the Group during the year are
from customers established in the PRC, the place of domicile
of the Group's operating entities. Most of the Group’s non-
current assets are located in the PRC.

No revenues from a single external customer amounted to 10
percent or more of the Group’s revenue during the year.

AR 73 ERE 1Y (&)

FA - AKBEAREP D HMEKAR BT B

VHWEF - FBEALRKHE

REBBEN

B NREBAROIFRBEEIUNRFTE -

TR REREEINBELPHBAMGASE

B W A10%IA L »

An analysis of revenue by products is as follows: WARERAITAT -
2017 2016
—B—tF —F-RE
RMB’000 RMB'000
AREFT AREFIT
Lead-acid motive batteries BB HE M
Electric bike battery EHETEEM 18,100,485 15,507,058
Electric vehicle battery and special- BEES M REFRAR
purpose electric vehicle battery BEEENM 4,491,602 3,791,789
Li-ion batteries BB T EM 231,763 329,488
Materials include lead and active additives  #1k (B 3B RIEMEY) 1,830,161 1,826,421
24,654,011 21,454,756
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6. OTHER INCOME AND OTHER GAINS 6. Hfthi A RE bz
2017 2016
—E2—+tF NS
RMB’000 RMB'000
ARETRT ARETT
Government grants TRAT i Bh
— grants related to income (Note) — B A B AR (M) 161,840 74,505
— grants related to assets (Note 35) — HEEEF@EORB) (H7E35) 20,211 14,510
Interest income on bank deposits RITFFEMEWA 22,628 22,767
Interest income on loan receivables FEWE A H B A 13,431 16,665
Interest income on loan to an associate M — KB E QR E R EMA 1,373 -
Interest income on consideration receivable H % — B4 A T EUREBH
on disposal of an associate FLEMA 804 1,413
Change in fair value of derivative $THES R T BN F(EEE)
financial instruments 391 1,772
Change in fair value of held for BFIEEEKREATEE
trading investments 143 2,154
Rental income A2UWA 18,654 5,243
Sales of scrap materials SHE RER 15,283 6,651
Gain on disposal of an associate & — KB QM
(Note 22(f)) (M 5E22(H) 4,900 -
Gain arising on contribution from other EREMEEER—KBEE AT
investor to an associate (Note 22(a)) B E AR (FFE22()) 14,534 -
Gain on disposal of held for HEREEERENKE
trading investments - 371
Gain on disposal of derivative HEMESR T AN K
financial instruments 24,890 4,036
Exchange gain i 5 e = 34
Others Hi 25,900 9,534
324,982 159,655

Note: Government grants mainly include various government subsidies received

by the Company'’s subsidiaries from relevant government bodies in

connection with enterprise expansion, technology advancement,

environmental protection measures enhancement and product

development. There were no unfulfilled conditions or contingencies

relating to these grants and subsidies as at 31 December 2017.
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7. OTHER EXPENSES AND OTHER LOSSES 7. HfthBasz K HfthE g
2017 2016
—E—+F —E-REF
RMB’'000 RMB'000
ARETR ARETT
Depreciation of investment properties KREMENITE 2,815 2,212
Allowance for bad and doubtful debts of ~ FEUE 5 BRH RIZIREE
trade receivables 82,679 76,433
(Reversal of)/allowance for bad and doubtful E th i U 3018 R BR
debts of other receivables (Bm), B (7,462) 3,815
Allowance for bad and doubtful debts of ~ F&{< FIB RIZBR B (KT 1)
prepayments (Note i) - 178,014
Allowance for bad and doubtful debts of Uk & 3 RIZBR B
loan receivables 8,350 =
Donations B 9,663 5,858
Loss on disposal of property, HEWE R KEREDN
plant and equipment (Note i) &8 (K aEii) 20,385 15,522
Exchange loss b & 1E 4,551 -
Others HAih 27,876 5,646
148,857 287,500

Notes: e :

0} During 2016, the amount represents allowance for bad and doubtful debts (i) REF—NF ZHHEERAFEB TS
of prepayments as a result of the failure to deliver certain quantity of lead B RISARY TR (S S E R IR A ©
to the Group.

(i) During 2017, certain of the Company’s subsidiaries upgraded their (i) RZF—LF RXREETFHELAIRAELEE
production facilities to expand production capacity, relocate to new RIEABAER  WEBENEERERNELE
production plants and improve production efficiency and hence, relevant RE - F - RS K 3R 1 15 L S LA BT
machinery and equipment were disposed of and replaced by new BRBERA  BHEFLTEE FHERRZELY
machinery and equipment, resulting in loss on disposal of certain 1A o
machinery and equipment.
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8. FINANCE COSTS 8. ®ERNIN
2017 2016
—E— —E—REF
RMB’'000 RMB'000
ARETR ARETT
Interest expenses on: FERAE
Bank borrowings RITEHE 179,036 120,400
Short term financing notes EHRERE 28,146 -
Corporate bonds TEES 42,087 49,845
Medium-term notes FHAZE 10,577 —
Finance lease BERE 10,275 7,860
Convertible bonds (Note i) AR ES (MDD - 23,239
Total borrowing costs EERARE 270,121 201,344
Less: amounts capitalised in B R ERIRPERMEESRE
construction in progress (19,485) (8,221)
250,636 193,123
Notes: Hiat -
0} All outstanding convertible bonds had been fully converted in 2016. (i) 2EHARITE ATRREFEHER ZE—NFREH
B o
(i) Borrowing costs capitalised during the year ended 31 December 2017 (ii) BE-_FT—+tF+-_A=1—HIFE BxE&
arose on the general borrowing pool and are calculated by applying a K EEKTIGRE —REERE - Wiksd BIEE
capitalisation rate of 4.66% per annum (2016. 4.63% per annum) to RS 4.66%(=F—NF : FELLF4.63%)HE
expenditure on qualifying assets. KL FELLEGFE -
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2T —+F+-_A=+—RIEE

PROFIT BEFORE TAX

Profit before tax has been arrived at after charging (crediting):

9. [RiAIRE

BREL AT AIB 2 F0ER (FTA) THIEIA -

2017 2016

S+ —E—RF

RMB’'000 RMB'000

ARET R ARET T

Salaries and other benefits costs & RHAEFK A 964,647 865,229

Retirement benefits scheme contributions  3RKIEFEH &4 5% 39,007 32,541

Labour cost (Note i) B TR (BEED 198,965 215,191
Total staff costs (including directors’ BTN ERE(BIEEENS)

emoluments) 1,202,619 1,112,961

Less: amounts capitalised in inventories B R EEERNLEE (801,147) (621,373)

401,472 491,588
Cost of inventories recognised as expense &R AR X BIFER A 21,491,406 17,562,548
(Reversal of)/allowance for inventories FE(BE), B GEAEERA)

(included in cost of sales) (187) 6,807
Allowance for loan receivables R E S E 8,350 -
Prepaid lease payments released to FFABEMENEERIE

profit or loss 6,928 5,800
Auditors’ remuneration i Gl 7,153 6,672
Amortisation of intangible assets B EEEH 17,162 2,376
Depreciation of property, W BEREEITE

plant and equipment 386,330 348,646
Total depreciation and amortisation e R#HERE 403,492 351,022
Less: amounts capitalised in inventories B REEERNLE R (283,148) (262,914)

120,344 88,108
Depreciation of investment properties WEMERE 2,815 2,212
Rental income from investment properties % & ¥ %A & A (4,403) (1,465)
Direct operating expenses arising from EERAKREMEBHD

investment properties generate income BELERY 2,080 1,335
Direct operating expenses arising from TEEWRAZEYEBIN

investment properties not HELEERY

generate income 14 24

Notes:

0] The Group has entered into labour dispatch agreements with several
service organisations which have provided labour service to the Group.

(i Certain staff costs and related expenses which are directly related to
managing the Group’s manufacturing processes previously included in
administrative expenses have been re-presented as cost of sales. The
reclassification has had no material effect to the consolidated financial
statements.

0

(ii)

AEE B £ 2% 5 15 AN R (B 12 (7 55 T AR 7% A AR I e 1
ETAZ 4 TRE i

FHE IR AN AR BRI E TR LKA
REFASAHEBRETRAS BERHEK
AEHZS - EF D FLG A H MR L EEX

22488
f%% °
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10. DIRECTORS’ AND CHIEF EXECUTIVE'S 10. ESNTHEAHME
EMOLUMENTS
Details of emoluments paid by the Group to the Directors AREBRFRNRESEI NS FBOT :

during the year are as follows:

Salaries Contribution
and other to retirement

benefits- benefit

Fees in-kind scheme Total
HeR BRER

He HMBEWER FHEIER &5t

RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR®TR AR®TRT AR®T:R

Year ended 31 December 2017 HBZE-E—t&+=H
=t-HLEFE
Executive directors: HITES !
Mr. Zhou Mingming (Note i) JEIRA R 5 A (B 3E 1) - 1,939 7 1,946
Mr. Zhou Longrui IEESi - 377 - 377
Ms. Yang Yunfei BERZL - 394 - 394
Mr. Yang Xinxin BER L - 1,789 7 1,796
Non-executive director: FHTES !
Ms. Fang Jianjun FEELL 357 - - 357
Independent non-executive BYkHTES:
directors:
Mr. Wang Jigiang TR 350 - - 350
Prof. Ouyang Minggao &[5 B = 2% 350 - - 350
Mr. Lee Conway Kong Wai FRELE 350 - - 350
Mr. Ng Chi Kit (Note ii) RS (MEE) 350 - - 350
Total Bt 1,757 4,499 14 6,270
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10. DIRECTORS’ AND CHIEF EXECUTIVE'S 10. ESRTHRIME (&)
EMOLUMENTS (continued)

Salaries  Contribution
and other  to retirement

benefits- benefit
Fees in-kind scheme Total
ek BREF
we HuEWET REGE &t
RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARETE ARBTT ARET:E

Year ended 31 December 2016 #HE=-ZT—A~E+=A

=+—-BLEFE
Executive directors; PTES:
Mr. Zhou Mingming (Note i) FRIRARA S A (M3 - 1,980 10 1,990
Mr. Zhou Longrui [BE35pie - 379 - 379
Ms. Yang Yunfei BERLL - 379 - 379
Mr. Yang Xinxin BEE kL - 1,992 10 2,002

Non-executive directors: FHTES:

Ms. Fang Jianjun TREZLT 350 - - 350

Mr. Ng Chi Kit (Note ii) RBGEE () 350 - - 350
Independent non-executive BYFHTES:

directors:

Mr. Wang Jigiang TR E 350 - - 350

Prof. Ouyang Minggao BUiS B = 0% 350 - = 350

Mr. Lee Conway Kong Wai ZE/AE 350 - - 350

Total et 1,750 4,730 20 6,500

The Directors’ emoluments shown above were mainly for their T ERFREEFHNIEEN AL TIE SIS

services as directors of the Company. EGSHIEHMIERE o

Notes: Hiat -

0} Mr. Zhou Mingming is also the Chief Executive Officer of the Company 0 JEIB G 4 4 TR AR AR T AR - T R
and his emoluments disclosed above also include those for services B BN I 1 E R IR (F 7T A 2L B 3B o
rendered by him as the Chief Executive Officer.

(i) Mr. Ng Chi Kit has been re-designated from a non-executive Director to (i) S EO g A — T — A IS T EE
an independent non-executive Director with effect from 10 February LB IEMITEE o

2017.
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11. EMOLUMENTS OF THE FIVE HIGHEST PAID 11. hERESHATHME
INDIVIDUALS
The five highest paid individuals of the Group during the year EFR AEBNELSRSHATEE=£%
included three Directors (2016: two Directors), details of their E(—E— AT RLESD) HESXES
emoluments are set out above. The emoluments of the MES o 7 BTRABAE(CE— A% -
remaining two individuals for the year (2016: three individuals) :\%/\i) MBS - -
are as follows: - .
2017 2016
—E—t&F —E—RF
RMB’000 RMB'000
AR®T T ARETFT
Salaries and other allowances Fre RE AR 1,697 2,450
Retirement benefits scheme contributions 38 #R3@ 5t 2l it 3k 7 10
1,704 2,460
The above employees’ emoluments were within the following LTEEM ST ATEHE :
bands:
Number of individuals
ATEE
2017 2016
—E—t5F —ERF
Nil to Hong Kong Dollar (“HKD") 1,000,000 &2 1,000,0003% 7t ([ 77T J) 1 2
HKD1,000,001 to HKD1,500,000 1,000,001 # 7T % 1,500,000 % 7T - -
HKD1,500,001 to HKD2,000,000 1,500,001 # 7T Z 2,000,000 % 7T 1 1
During the year, no emoluments were paid by the Group to the FR - AEBYERAESIAEHZa AL
Directors or the five highest paid individuals as an inducement S ENE - fEAIIASK R I AR E B G £E
to join or upon joining the Group or as compensation for loss of B EBEER S - =N - HEEENELq
office. None of the Directors waived any emoluments during W4 o
the year.
12. INCOME TAX EXPENSE 12. PRGWBE
2017 2016
—E— & —EREF
RMB’000 RMB'000
ARETT ARETT
The charge comprises: X HBE
PRC current income tax o B BN AR RIS A 206,154 176,038
Deferred tax (Note 18) IRAEFLIE (FIEE18) (42,399) (90,026)
163,755 86,012
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12. INCOME TAX EXPENSE (continued)

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax
rate of the PRC subsidiaries is 25%. The EIT Law provides that
qualified dividend income between two “resident enterprises”
that have a direct investment relationship is exempted from
income tax. Otherwise, such dividends will be subject to a 5%
to 10% withholding tax under the tax treaty or the domestic
law. The Group is currently subject to withholding tax at 10%.
During the year ended 31 December 2017, withholding tax on
intra-group dividend amounting to RMB18,280,702 (year ended
31 December 2016: RMB7,947,368) was paid by the Group to
relevant tax authorities.

In accordance with the “Notice of the State Tax Bureau of the
Ministry of Finance Regarding Certain Preferential Treatment
Policies on Enterprise Income Tax”, New and High Technical
Enterprise is subject to income tax at a preferential tax rate of
15%. The following subsidiaries of the Company were
recognised as New and High Technical Enterprises in
accordance with the applicable EIT Law of the PRC and are
subject to income tax at a tax rate of 15% for the respective
years set out below:

Jiangsu Chaowei Power Co., Ltd. (“Jiangsu Chaowei")
TLEREBEEIRAR AR ([JTa#kHEE])

Jiangxi Xinwei Power Technology Co., Ltd. (“Jiangxi Xinwei")
TRFTEE) SRR AR AR (DI FEHEL)

Shandong Chaowei Power Co., Ltd. (“Shandong Chaowei”)
IWERBEERERAE ([LREBEH])

Zhejiang Changxing lintaiyang Power Co., Ltd. (“Zhejiang Changxing Jintaiyang”)

MIRESABERARAF(DINIEESKE )

Zhejiang Chaowei Chuangyuan Industrial Co., Ltd. (“Chaowei Chuangyuan”)

ATBEAITTERAR AR ([EBEEITT])

Jiangsu Yongda Power Co., Ltd. (“Jiangsu Yongda")
TEOKEBRRMDAERA A (NIFKE]D

Anhui Yongheng Power Technology Co., Ltd. (“Anhui Yongheng")

ZROKES IR AR AR ([ZRKIED

Chaowei Power Co., Ltd. (“Chaowei Power”)
BEEREEREAR ([BEER])

Henan Chaowei Power Co., Ltd. (“Henan Chaowei”)
HEBRERAER AR (DAUREER])

Anhui Chaowei Power Co., Ltd. (“Anhui Chaowei”)
ZRBHERERAR ([ZHEER])
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12. FRiSHRISZ (&)

RIB(PEAREMBCEMERE) ([
FriSFiE ) R EEREBHIEH - HE
BRI RE A25% - PEMBEIAR
T MREEEEREBENIBERLE]
ZHEMEERKRBIA - BEERGBHMERH - Kk
HELASN - IRIERR BSOS BI AR - IR B
BN T5%ZE10% T ER G MBI -
B AT ANEBEER10% 0T R GMFEMF
HE_ZT—+tF+_A=+—HLEFE K
EEEHEENRDFIRRE R AR GKE
SAHFERE A R#18,280,702 L (HE-F
—RNFE+_A=+—"BLFE: AR
7,947 368 7T) ©

RIBCYERBRB A AEREEMERE TE
FREBRRNBM) SHHREER
15% R KBNS - AT SREERH
REERAET AR SR EEN
A BN B B AR 15% B P 1S Bt B R 4 M
BIEMHEEFEE

2016 to 2018
SEAFET)N\E

2016 10 2018
T REE_T—N\F

2016 to 2018
NFEEZT-)N\F

2016 t0 2018
—E-REEZE-N\EF

A
>l

2016 t0 2018
“EBE-REE-ZT—)N\F

2016 t0 2018
“E-AFECTN\E

2017 t0 2019
—EAEFETNE

2017 t0 2019
“EEFEIT NS

2017 to 2019
T +FE_T-NF

2015 to 2017
“E—REE-FT—+HF
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12. INCOME TAX EXPENSE (continued)
Other subsidiaries established in the PRC were subject to
income tax rate of 25% for the year ended 31 December 2017
(2016: 25%). The Company and its subsidiaries incorporated in
the British Virgin Islands (the “BVI"), Germany, Hong Kong and
other countries had no assessable profits during the year
(2016: nil).

12. FRSMBE>Z (&)
BHE_Z—+F+-_A=t+—HIEFEE ®
FRKHEMHBARINTEHRHREA
25% (ZF—75F 1 25%) c AR A RHMNE
BHBRHEES((ABHER RS #H -
BEEMEMEREMAZOKBEAR » FR
WEERRAE(ZE—RE &) o

The income tax expense for the year can be reconciled to the
profit before tax per the consolidated statement of profit or

FAMBHRAX A REFAREREMEEK
MR PEORBATNBEROT

loss and other comprehensive income as follows:

2017 2016
—E—+5F —E—RF
RMB’000 RMB'000
AR®T T AREETIT
Profit before tax B 758 B ) R 635,639 705,070
Tax at the applicable income tax rate REAATS R E 25% st E T8
of 25% 158,910 176,268
Tax effect of income tax deduction Bl NS A =)
granted to subsidiaries in research HRR S 2
and development expenditure (94,811) (62,581)
Tax effect of expenses not deductible AR A S & 7,967 4,054
Effect of preferential tax rates on income  EEBMREE THEB A TUA
of certain subsidiaries Epf-Z (19,957) (23,973)
Tax effect of tax losses not recognised AERAHBEEENHBETE 91,978 16,296
Utilisation of tax losses previously A2 RIARER 2 HIBEE
not recognised - (33,602)
Tax effect of share of loss of associates FEREE S AR EENHRIETE 1,195 1,671
Tax effect of share of loss (profit) of FEMh & &R EREE (FE)
joint ventures KT IR R & 192 (68)
Deferred tax associated with withholding st BB A FA S B AEE
tax on undistributed profits of TENFR IE AR R R R IR IR
PRC subsidiaries 18,281 7,947
Income tax expense for the year FRABHAYS 163,755 86,012

The details of deferred tax for the year are set out in Note 18.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

13. EARNINGS PER SHARE 13. SRR
The calculation of the basic and diluted earnings per share ARBHEEAEBENSRERNREERTTY
attributable to the owners of the Company is based on the BIBATEURTE

following data:

2017 2016
S+ —E—RF
RMB'000 RMB'000
AR® T AREFTT
Earnings 2%
Earnings for the purpose of basic RERERBFIMENEF
earnings per share 454,816 503,796
Effect of dilutive potential ordinary shares. 8 EEZBRAOTE
Interest on convertible loan notes ABRREREERNF S = 23,239
Earnings for the purpose of diluted REREERAME VAT
earnings per share 454,816 527,035
2017 2016
—ZE—+tF ZE—RF
‘000 ‘000
T Fh&
Number of shares ROEE
Weighted average number of ordinary Mt EEREARBFME
shares for the purpose of calculating basic @& N EHEE
earnings per share 1,107,912 1,043,091
Effect of dilutive potential ordinary shares:  #5& /& & L imAR I & -
Convertible loan notes AR ERERE = 64,821
Weighted average number of ordinary AR GREERNME 5
shares for the purpose of calculating TR INETHIEE
diluted earnings per share 1,107,912 1,107,912
Note: All outstanding convertible bonds have been fully converted in 2016. For BfeE . RESEKITEATHRRESFHIER - E—NFRY
the year ended 31 December 2017, as the Group had no potential BB B —E—fEf— A= — I EE
ordinary shares in issue, there was no dilutive impact. RN £ (B 4 7 B S5 7T B AR - A I fE

=20

E
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

14. DIVIDEND 14. iR
2017 2016
—E—+tF NS
RMB’'000 RMB'000
AREFT ARETIT
Dividends declared for distribution FASMRKENRE
during the year:
2016 final dividend — RMB0.068 per ZE-RNFRERE — ST’
share (2015 final dividend AR 0.068TL (ZE—RHF R
— RMBO0.097 per share) e — 8RARK0.097 7T) 75,338 99,385
A final dividend of RMB0.062 per share in respect of the year EEEZ pEE—_E—tFt+-A=1+—
ended 31 December 2017 has been proposed by the Directors HIEFEIRREAR S FRARE0.0627T -
and is subject to the approval by the shareholders in the ZEZATEEREREFAS FEHRER
forthcoming annual general meeting. AE o
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

15. PROPERTY, PLANT AND EQUIPMENT 15. M3 - MENH
Furniture,
Plant and Motor fixtures and Construction
Buildings  machinery vehicles equipment in progress Total
& BE
BT HERES nE HERZE KRIRE @t

RMBOD ~ RMBOO0  RMBO00  RMBOO0  RMBO00  RMB'000
ARBTE ARETRT ARBTE ARBTT ARETE ARBTR

COST BA
At 1 January 2016 iy e SR =] 1,656,599 1,849,189 184,958 179,027 776,350 4,646,123
Additions ANE 89,146 165,691 42,353 25,318 416,531 739,039
Transfers BA 137,489 119,624 2,135 1,193 (260,441) =
Disposals HE (6,225) (53,788) (20,438) (2,228) - (82,679
At 31 December 2016 RZE—RE

+=-A=+—H 1,877,009 2,080,716 209,008 203,310 932,440 5,302,483
Additions = 28,762 223,601 65,616 32,543 265,684 616,206
Acquisition of subsidiaries (Note 52)  IE& M B 2 &1 (FitsE 52) 19,171 50,753 233 - 193,755 263912
Transfers BA 103,984 65,770 1,835 575 (172,164) -
Disposals HE (8,459) (57,605) (9,528) (8,110) = (83,702)
At 31 December 2017 RZE—tfF

+-A=t+—-H 2,020,467 2,363,235 267,164 228,318 1,219,715 6,098,899
DEPRECIATION AND IMPAIRMENT & kR E
At 1 January 2016 R-F—"%—F—-H 270,822 461,793 95,534 89,273 = 917,422
Provided for the year FREE 08,248 186,332 37,555 26,511 = 348,646
Eliminated on disposals HE R 2.379) (25,460) (15,105) (2,014) - (44.958)
At 31 December 2016 R-Z—RE

+=-A=+—H 366,691 622,665 117,984 113,770 - 1,221,110
Provided for the year EREE 99,713 220909 371,712 27,99 = 386,330
Eliminated on disposals HER (8,513) (24,569) (8,150) (7,500) - (48,732)
At 31 December 2017 RZE—+F

+-A=+—-H 457 891 819,005 147,546 134,266 - 1,558,708
CARRYING AMOUNT REE
At 31 December 2017 RZZT—+4F

+-A=+—-H 1,562,576 1,544,230 119,618 94,052 1,219,715 4,540,191
At 31 December 2016 RZE—RF

+-A=+—-H 1,510,318 1,458,051 91,024 89,540 932,440 4,081,373
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

15. PROPERTY, PLANT AND EQUIPMENT 15. M% - BEN®E (&)
(continued)
The above items of property, plant and equipment, other than Lt BMERFZRESNER BEZIE
construction in progress, are depreciated on a straight-line N A ERIRA T FREHRITE ¢

basis at the following rates per annum:

Buildings T 4.75%9.5%

Plant and machinery = M 2s 9.5%

Motor vehicles B 19%

Furniture, fixtures and equipment B BERENREE 9.5%—19%
Details of property, plant and equipment pledged are set out in EERNYE  HERBEN BN

NOte 48 48 o
16. PREPAID LEASE PAYMENTS 16. AT EIE

2017 2016

—EB—+F NS

RMB’'000 RMB'000

ARBTT ARETTT

At beginning of the year NG 281,986 258,981

Additions NE 20,170 28,805
Acquisition of subsidiaries (Note 52) U BE B B A &) (i 3E52) 63,459 -
Released to profit or loss as expense SFABREARX (6,928) (5,800)

At the end of the year RELR 358,687 281,986

2017 2016

—E— & —E—XF

RMB’'000 RMB'000

ARBT ARETT

Prepaid lease payments related to land use 7 @8+ i f6 AR TE TR & F/ 18
rights analysed for reporting purposes as:  FLER&ERI B B9 DT A ¢

Current assets mEEE 7.883 6,128
Non-current assets ERBEE 350,804 275,858
358,687 281,986

Details of land use rights pledged are set out in Note 48. BB T AR B A48 o
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

17. INVESTMENT PROPERTIES 17. &M%
RMB'000
ARETT
cosT R
At 1 January 2016 RZZE—-—RF—H—H 43,664
Addition NE 5,009
Exchange realignment Rk 2,150
At 31 December 2016 RZE—RF+=-HA=+—H 50,823
Addition =S 1,267
Exchange realignment Gk 2,810
At 31 December 2017 R-EBE—+F+=-_A=+—H 54,900
DEPRECIATION e
At 1 January 2016 RZZE—R"F—HA—H 6,796
Provided for the year FREME 2,027
Exchange realignment ERRE Gk 185
At 31 December 2016 RZE—RFE+ZA=+—H 9,008
Provided for the year FREME 2,815
Exchange realignment VE A% 357
At 31 December 2017 R-_E—+F+-_A=+—H 12,180
CARRYING VALUES IREE
At 31 December 2017 R-E—+F+-_A=+—H 42,720
At 31 December 2016 RZE—RF+ZA=+—H 41,815
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

17. INVESTMENT PROPERTIES (continued) 17. 1BEME (E)

The fair value of the Group’s investment properties at 31
December 2017 was RMB65,550,000 (31 December 2016:
RMB62,674,000). The fair values of the commercial properties
located in the PRC and Germany have been arrived at based
on valuations carried out by Huzhou Zhongchen Guorui
Property Valuation Limited (# /1 & fx B I & 2 5114 E 15 )
("Huzhou Zhongchen”) and Duff & Phelps, two independent
and professional qualified valuers not connected with the
Group at 31 December 2017, respectively. Huzhou Zhongchen
and Duff & Phelps have appropriate qualifications and recent
experiences in the valuation of similar properties in the
relevant locations. The valuation for the property located in the
PRC were determined by direct comparison method based on
market observable transactions of similar properties and
adjusted to reflect the locations and conditions of the subject
properties. The valuation for the properties located in Germany
were determined by capitalisation of net income method,
where the market rentals of all lettable units of the properties
are assessed by reference to the rentals achieved in the
lettable unites as well as other lettings of similar properties in
the neighborhood. The capitalisation rate adopted is estimated
by considering mortgage and equity return requirements, the
age and condition of the respective properties, market
conditions, and an overall rate as shown in the general real
estate market in the local areas. There has been no change
from the valuation technique used in the prior year.

In estimating the fair value of the properties, the highest and
best use of the properties is their current use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

17. INVESTMENT PROPERTIES (continued) 17. 1R&EM* (&)
Details of the Group’s investment properties and information of R-EBE—+F+_A=+—"BELREEKREY
the fair value hierarchy as at 31 December 2017 are as follows: ENFBERATEBROERNT
Level 3
E3IR

Fair value as at
Carrying 31 December

amount 2017
R=Z—+tF
+=RA=+-AR
IREE HWAEE
RMB'000 RMB’000

AREEFT ARBETT

Commercial property unit located in the PRC RNl ofayaEky B v 4,093 29,503
Commercial property units located in Germany {7 7% B & 79 F3 ) 3£ B8 A7 38,627 36,047
The above investment properties are depreciated on a straight- Ll R BEYEINE G AR AT FERTEIT
line basis at the following rates per annum: .

Commercial property units located in the PRC £z Eofpasky ety 6.33%
Commercial property units located in Germany Sz EBRBI B E BRI 5.60%
There were no transfers into or out of Level 3 during the year. FRIEmE A LB HEIR -
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BE_Z—+tF+_A=+—HLFE

18. DEFERRED TAXATION
The deferred tax assets (liabilities) recognised by the Group

18. IEEM IR
AEBRFRERNEEHREE (BE) R

and the movements thereon, during the year are as follows: HEsmT
Allowance
for doubtful Fair value
debts and Deferred Accrual/ Tax  adjustment
inventories income provision losses 0n assets Others Total
AR L HE BEMN
HERE BEUA /BR REEE  ATERE St a3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT  ARETT  ARETRT ARETR  ARETRT  ARETR  ARETR
At 1 January 2016 RZE-~E-F-H 21,406 0,171 193,852 20989 (4,574) (216) 261,234
Credit (charge) to profit or loss HAGE) R 62,065 11,528 14,514 3825 190 (2,09%) 90,026
At 31 December 2016 RZE-RE+ZAZ+-A 83471 41,305 208,366 2,314 (4,384) (2312) 351,260
Credit (charge) toprofitorloss st A(H18) 8% 1779 340 (10,909) 364 202 1327 12399
At31 December 2017 RZB—+E+-A=+-H 101,266 41,645 197,457 58458 (t182) (989) 393,659

The following is the analysis of the deferred tax balances for

financial reporting purposes:

AT SMPBERERLERIBAERON

2017 2016
—E—tF —E—REF
RMB’000 RMB'000
AR¥T T ARET T
Deferred tax assets RERIEEE 395,507 353,028
Deferred tax liabilities FEFRIEEE (1,848) (1,768)
393,659 351,260
Details of the Group’s unused tax losses are as follows: NEEARBAOHBESESEOT
2017 2016
—E—+tF —ZE-RF
RMB’000 RMB'000
AR¥T T ARETIT
Tax losses already recognised as BEHERAELERIEEEMNTIEEIR
deferred tax assets 319,195 99,256
Tax losses unrecognised for B IBEENARIERRIEE R
deferred tax assets 510,068 142,154
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18. DEFERRED TAXATION (continued)
The unrecognised tax losses will be expired in the following

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

8. MEFEMRIA (F)

REERNHIBEBEEAGRIATFEZRE

years:
2017 2016
—E—+tHF —E—REF
RMB’000 RMB'000
ARET T AREFIT
31 December 2018 —E-NEF+=-_A=1+—H - -
31 December 2019 —E-hEFE+=-_A=1+—H 53,835 53,835
31 December 2020 —E2-EF+-A=+—H 23,137 23,137
31 December 2021 —E-—F+=-A=+—H 65,182 65,182
31 December 2022 —E-—F+-A=+—H 367,914 -
Total FEE 510,068 142,154

No deferred tax assets have been recognised in relation to
certain tax losses as shown above due to the unpredictability
of future profit streams.

The aggregate amount of temporary differences associated
with undistributed earnings of PRC subsidiaries for which
deferred tax liabilities have not been recognised was
approximately RMB4,128,388,000 as at 31 December 2017 (31
December 2016. RMB3,167,627,000). No deferred tax liability
has been recognised in respect of these differences because
the Group is in a position to control the timing of the reversal
of the temporary differences and it is probable that such
differences will not reverse in the foreseeable future.

AR RBETERIR R A AR - Rt Esl £
METHABREDREHRAEE

FRENBARTAERELHREGBENRD
KB EENREEZERER T —+F
+=—A=Z+—HB#HAEARE4,128,388,0007C
ZTE-XRNE+ZA=Z=+—H8: AR®
3,167,627,0007T )  FAF 2N £ B A 4% 5l R i
EEMERRERER A RA B EE A
TR - R ER S EEERELEHE
afE-
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BE_Z—+tF+_A=+—HLFE

19. GOODWILL 19. BHE
2017 2016
—E— —E—REF
RMB’'000 RMB'000
AR¥T R ARETT
COST AR
At beginning and end of the year REX R F 4L 49,447 49,447
Goodwill of the Group resulted from the acquisition of the REEREERERBEHFEBRETI
subsidiaries below in the past few years: MEBAE -
2017 2016
—E—tF ZE-REF
RMB’'000 RMB'000
ARET T ARETT
Auhui Chaowei R 14,956 14,956
Anhui Yongheng ZHEK B 9,342 9,342
Huzhou Changguang Haotian Power N REERERERAR
Co., Ltd. 754 754
Zhejiang Changxing lintaiyang I RES K 576 576
Jiangsu Yongda TLERIKIE 23,524 23,524
Qinyang Libiao Plate Co., Ltd. WS TR RIR B R A A
(“Qinyang Libiao”) (TOBSAIHZ ) 295 295
Total HREt 49,447 49,447
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19. GOODWILL (continued)

For the purpose of impairment testing, goodwill set out above
has been allocated to a group of CGUs comprising six acquired
subsidiaries all engaged in manufacturing of motive batteries
or accessories of motive batteries. During the year ended 31
December 2017, management of the Group determines that
there is no impairment of its CGU. The basis of the estimation
of the recoverable amount of the above CGU and the major
underlying assumptions are summarised below:

The recoverable amount has been determined based on a
value-in-use calculation. That calculation uses cash flow
projections based on financial budgets approved by the
management of the Group covering a 5-year period, and
discount rate of 13% (31 December 2016:13%). The CGU’s cash
flows beyond the 5-year period are extrapolated using a steady
2% growth rate in revenue (31 December 2016: 2%). The
growth rate used is based on management'’s best estimation
on growth forecasts and does not exceed the average long-
term growth rate for the relevant markets. Other key
assumptions for the value-in-use calculations relate to the
estimation of cash inflows/outflows which include budgeted
sales and gross margin. Such estimation is based on the CGU's
past performance and management’'s expectations for the
market development.

Management believes that any reasonably possible change in
any of these assumptions would not cause the aggregate
carrying amount of the CGU to exceed the aggregate
recoverable amount.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_T—+F+_A=1+T—HILFE

19. A8 (&)

SETRENR - LIEEESEZREN
KON EB N E RN E S EME M RER I
BRAAZz —MABRESELENL - REBE_F
—tF+-A=THLEFE AREEE
EETZASESBMYBEE - h5t L
ReELEMARESEANERER T BHEH
REBta T -

AEE BB R EEREEMET °
IEquQCﬂﬂ%%EAZ}S%IE@J"‘FET&/EE%BE
FHRNPBREEMSNRSRETRA - M
FIERBAMITIREA13% (T — X F+ - A
=1T—H: 13%) - ZReELELRFN
& BRI IE @R B AIRIBEN 2% WA K
R(ZZE—AFTZA=+—H8 : 2%)#H -
Frik AR IS REAE IR B8 RIB R M &RE
et RKE - BXYTHBBEETSNTER
Hﬂi“ET’ STEGCRAEENEMF ERR N
i/}lb)\//}|bﬂjﬁﬁ1ﬁﬁ(@?§%§ fﬁﬁﬁ%
ME)EH - BEMGFTERZBESEA SN
BAERRLEEBHMSERATELR -

EEERS  TAZERIANGEAEES
T\%@‘%EZE%F%%&E’J,ﬁfxﬁwfﬁti@—wﬁl
484558 o

BRBNIZBRERAS « 2017%F#% 153



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
fm © 811 15 ¥ 2% By 5

For the year ended 31 December 2017
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20. INTANGIBLE ASSETS

The Group's intangible assets comprise the specific
technologies and know-how relating to the production of start-
and-stop batteries for automotive industries and a licence right
to use the brand name of MOLL (see Note 22 for definition) in
the start-and-stop batteries to be produced by the Group
acquired in prior years and the following intangible assets
acquired during the year.

During 2017, the Group purchased another specific
technologies and know-how relating to the battery technology
and a licence right to use the patents and know-how from two
independent third parties, SCPS, a French company and GE
Technology Development Inc., an American company,
respectively.

In addition, the Group acquired a licence for lead-acid battery
recycling and lead production through acquisition of a
subsidiary, further details of which are set out in Note 52.

20.

BIV&=E

AEEELEERB AERHEELEEL
PR BT E B R R A ARAEER A
EFERBARFELEREEMEMRMOLLR
MBER(EERMTE22) 2 FFRARTX
FABANWELEE -

ZE—tFH AEEDREMBBILE=
7 SCPS(— R A B A 7] ) & GE Technology
Development Inc. (—REB AR EBE S —
THE TR B AR e BT R B - A
R RZEEN R EEMBAETE -

SAN - BBRBE-RMB AR AREIF
=BT R EEHHFTA] - B 55
CEN R

RMB'000
AREFT
COST 2%
At 1 January 2016 and 31 December 2016 —E-RF-A—BRZZE—RF
+—-—A=+—H 23,758
Addition NE 142,211
Acquisition of a subsidiary (Note 52) U B — R B A B) (MsE52) 184,199
At 31 December 2017 —E—+F+_A=+—H 350,168
AMORTISATION b E ]
At 1 January 2016 —E-RF—A—H 3,564
Provided for the year FREME 2,376
At 31 December 2016 —E—XR"F+=-A=+—H 5,940
Provided for the year FREME 17,162
At 31 December 2017 —E—+F+=-_A=+—H 23,102
CARRYING AMOUNT BREE
At 31 December 2017 —E—+F+-_A=+—H 327,066
At 31 December 2016 —E-RFE+ZA=+—H 17,818

The useful life of 10 years is used in the calculation of
amortisation of these intangible assets.
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21. PRINCIPAL SUBSIDIARIES 21. F2ME LT
Details of the Group's principal subsidiaries at the end of the REFBHNTEWBARNRERERENE
reporting period are as follows. BEYN T o
Issued and fully Equity interest
Place of paid-up attributable to
incorporation/ share capital/ the Company as at
Name of company establishment registered capital 31 December Principal activity
HMRL/ BRTRME  ARRARTZA=t-H
AAER R A/ EmEx FEfL R E R TEEER
2017 2016
ZZ-tf ZEF
% %
Directly held
HERE
Chaowei Power Group Limited BVI UsD100 100 100 Investment holding
BEBHEEERAT EEEARES 0% RERR
Indirectly held
BiEEE
Chaowei Power (Hong Kong) Limited Hong Kong HKD10,000 100 100 Investment holding
(“Chaowei Power HK") BE 10,0007 7T RERR
BEB N (FE)BRAR
((EE@NEE])
Leadnew Limited BVI USD100 100 100 Investment holding
ENBRAA ABRRRES 1007T RERR
Moll Grundstiicks — und Germany EUR2,002,500 74.9 100 Property investment
Vermgensverwaltungs GmbH & EE 2,002,50081T NERE
C0. KG ("MOLL G+V") (Note v) (BifzE iv)
Chaowei Power (Note i and iii PRC RMB1,063,800,000 100 100 Manufacture of motive batteries
R ER (M Riil) e AR 1,063,800,0007 HEHNEN
Henan Chaowei (Note ) PRC RMB10,000,000 60 60 Manufacture of motive batteries
e () HE AR 10,000,000 SEHNEN
Shandong Chaowei (Note i) PRC RMB100,000,000 100 100 Manufacture of motive batteries
3R R (3T HE AR 100,000,007 HEHNEH
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21.

PRINCIPAL SUBSIDIARIES (continued)

21. T2MEBELT (&

Details of the Group's principal subsidiaries at the end of the
reporting period are as follows. (continued)

Issued and fully

AEBENTEMBR

B#&smT - (&)

Equity interest

)
AR HmERERENE

Place of paid-up attributable to
incorporation/ share capital/ the Company as at
Name of company establishment registered capital 31 December Principal activity
ML/ BRIRAE  ARARRTZA=t-H
IEER R BE/EMER LR AR ER TREY
2017 2016
“E-tF 5%
% %
Jiangsu Chaowei (Note i, v and Note 52) PRC RMB100,000,000 61 100 Manufacture of motive batteries
STERBR (MFE v RMFE52) e AR 100,000,007 LEHNEN
Anhui Chaowei (Note i) PRC RMB10,000,000 75 75 Manufacture of motive batteries
R () e AR10,000,0007T HEHNEN
Zhejiang Chaowei Power Energy Co., Ltd. PRC RMB150,000,000 100 100 Sales of motive batteries and
(Note ) i AR 150,000,007 materials
AL REE e RER AR (M) HEYNEHRIH
Jiangxi Xinwei (Note i) PRC RMB100,000,000 100 100 Manufacture of motive batteries
STA#E (M) i AR 100,000,007 REHNEN
Anhui Yongheng (Note i and vi) PRC RMB65,500,000 95 100 Manufacture of motive batteries
KB (i kvi) HE AR 65,500,000 70 HEH NS
Zhejiang Changxing Jintaiyang (Note i) PRC RMB10,000,000 51 51 Manufacture of motive batteries
MIREEAR (i) HE AR 10,000,000 70 HEHNE
Chaowei Chuangyuan (Note i and vi) PRC RMBB3,333,333 80.5 60 Manufacture of motive batteries
AT (i Rvil) i ARH#83333,333 7T HEHNEH
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

PRINCIPAL SUBSIDIARIES (continued)

21. T2MEBELT (&)

Details of the Group's principal subsidiaries at the end of the
reporting period are as follows. (continued)

Issued and fully

AEBENTEMNBRARNRESHERBNE

B#mT - (&)

Equity interest

Place of paid-up attributable to
incorporation/ share capital/ the Company as at
Name of company establishment registered capital 31 December Principal activity
HMAL/ BRORME  FARRTZA=t-AH
NRER R BE/EMEx R A ER TEEY
2017 2016
ZB-tF CTF
% %
Jiangsu Yongda (Note i) PRC RMB80,000,000 60 60 Manufacture of motive batteries
TEKE (i) e AR 80,000,000 HEHNEN
Qinyang Libiao (Note i) PRC RMB63,240,769 85 85  Manufacture of electrode plate
B (M) e AR 632407697 dividing paper
LEFHRRBRA
Zhejiang Yueda Plastic Co., Ltd. (Note ) PRC RMB40,850,000 51 51 Manufacture of plastic battery
AT EEEROHEB AR (M) i AE40,850,0007C cases
Hebei Chaowei Power Co., Ltd. (Note ) PRC RMB120,000,000 100 100 Manufacture of motive batteries
MR ERER AR (M) e AR 120,000,007 LEHNEN
Zhejiang Xinwei Power Trading Co., Ltd. PRC RMB10,000,000 100 100 Sales of motive batteries and
(Note ) i ARH10,000,0007 materials
HLATEERE HER AR (M) HEYNEHRIH
Henan Chaowei Zhengxiao Power Co., Ltd. ~ PRC RMB60,000,000 90 100 Manufacture of motive batteries
("Henan Zhengxiao") (Note i and vii) H AR 60,000,000 7T BEHNEY
MEBHERERERA R (DIEER])
(W51 Rvii)
Shandong Chaowei Ciyao Power Co., Ltd. PRC RMB10,000,000 100 100 Manufacture of motive batteries
(“Chaowei Ciyao”) (Note i) # AR 10,000,000 7T HEHNEN
WRBRHZEERBRAR
(MeBamE]) ()
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

21. PRINCIPAL SUBSIDIARIES (continued)

21

Details of the Group's principal subsidiaries at the end of the
reporting period are as follows. (continued)

Issued and fully

. T2 BT (&)

AEBHNFENBATINREHERENE
BHEHIINT o (48)

Equity interest

Place of paid-up attributable to
incorporation/ share capital/ the Company as at
Name of company establishment registered capital 31 December Principal activity
HMAL/ BRTRBRE ARAMT=A=Tt-H
RRER Kb RE/ZRER R AER TEER
2017 2016
B2t ZE5F
% %
Zhejiang Heniu Power Co., Ltd. (Note i) PRC RMB10,000,000 100 100 Sales of motive batteries and
AL s R AR (M) i AR10,000,0007 materials
HERN TR
Henan Chaowei Zhengxiao Power Sale PRC RMB10,000,000 100 100 Sales of motive batteries and
Co., Lid. (Note i) i AE 10,000,000 materials
AR EAERHEEARAR (Fi) HEBNT MR
Chaowei Tici (Beijing) Energy PRC RMB100,000,000 51 - Research and development
Technology Co., Ltd. (Notes i and ii) i AR 100,000,00070 e
BEBA R SRR BEERAR
GEDY)
Zhejiang Chaowei Power Co., Ltd. PRC RMB50,000,000 100 - Research and development of
(Notes i and ii H AR 50,000,000 solar energy generating system
IREENERAR (M Ri) EIND AR
Zhejiang Lvming Energy Co., Ltd. PRC USD35,000,000 85.71 - Research and development of
(Notes i and ii H 35,000,000% 7T durathon batteries
LR RER AR (M Ri) WERAEN
Yangzhou Huaxiang Nonferrous Metals PRC RMB191,000,000 51 - Lead-acid battery recycling and
Co., Ltd. ("Yangzhou Huaxiang") i AR%191,000,0007C lead production
(Note i and Note 52) BB ED REES
ENTENEELBERAR ([BNER])
Mt Rt 52)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

PRINCIPAL SUBSIDIARIES (continued)

Notes:

0}

(i)

(i)

(iv)

v)

(vi)

(vii)

(vii)

These companies are PRC limited liability companies. The English names
of these companies are for reference only and have not been registered.

Newly established during the year ended 31 December 2017.

Other than the corporate bonds issued by Chaowei Power, none of the
subsidiaries had debt securities outstanding at the end of the year.

Oon 1 July 2017, MOLL G+V issued new shares to new investors and
increased its issued share capital from EUR1,500,000 to EUR2,002,500. AS
a result, the Group's interest in MOLL G+V were diluted from 100% to
74.9%.

On 31 July 2017, as part of the consideration for the acquisition of 51%
equity interest in Yangzhou Huaxiang the Group disposed of 39% equity
interest in its wholly owned subsidiary, Jiangsu Chaowei to an
independent third party (see Note 52).

0On 15 January 2017, the Group disposed of 5% equity interest in its wholly
owned subsidiary, Anhui Yongheng at a cash consideration of
RMB4,000,000. After the disposal, the Group holds 95% equity interest in
Anhui Yongheng.

0On 317 July 2017, the Group acquired additional 20.5% equity interest in its
non-wholly owned subsidiary, Chaowei Chuangyuan at a cash
consideration of RMB19,646,000. Upon completion of the acquisition, the
Group holds 80.5% equity interest in Chaowei Chuangyuan.

0On 19 July 2017, the Group disposed of 10% equity interest in its wholly
owned subsidiary, Henan Zhengxiao at a cash consideration of
RMB10,000,000. After the disposal, the Group holds 90% equity interest in
Henan Zhengxiao.

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

21.

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
2T+ E+-_A=1+—HIFE

TE2MELS (&)

Wiz -

0]

(i

(iii)

(iv)

v)

(vi)

(vii)

(Vi)

FRATBFAERA  AEXEFEHS
% wREBE

REBEEZF—+F+=A=1—HIEFERFK

o
AVARS

BB BIREITAIEEEFI)
FREEIREEEFES

BLAENTE 2 AT

R-ZFE—+F+H—H MOLLG+VAFEREZE
BITHARLD - (EH B BT/ 1,500,000 B 7T
M2 2,002,5008( 7T ° F Ut + 7K E B RMOLL G+V
BB RS B 100% #E 2 74.9% ©

R-ZB—tFLtA=1—H FEEA—EEL
EZITHERTHER (— K EMBELA)H
39% IR 1E - (ERUIEL N EFEIS1%REZ 55
1B (2L 52) -

R-FB—+tF—HA+RH XEBURLABA
R #4,000,000 T ER 2 EHE R AL EKIEH
SBIRKE - HETHKIZ - FEEFFE ZHKE 95%
HIBRAE ©

R-FE—+tF+LA=Z+—H FEBUBLAE
A R H#19,646,000 7T # i FF £ & [f1 /8 2 B E8 L Bl
TTHIERSN20.5% R ¥E - B TR 16 - A EEFE
2/ BT 80.5% HIRAE ©

R-ZF—tFEtATAA FEBUHEZALEA
E#10,000,0007T i & 1 2 & 1 B 2 BIA 9 IEAX
H)10% ARHE & STk 1R KB F A7 B IEAL
90% HIARHE

BRRBINEARBDEETRAEAEEES
HEEETEXENASENBAR - RIE
EEER 27 EMMBARMNFBERER
BERBhO R -
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

21. PRINCIPAL SUBSIDIARIES (continued) 21. T2MBEBLSE (&)
At the end of the reporting period, the Company has other REREHIAERE - AARESEMEAER
subsidiaries that are not material to the Group. A majority of M TEANHNE AR - KEIHZEWHEB
these subsidiaries operate in the PRC. The principal activities of NEERELE - REZEBHmaT

these subsidiaries are summarised as follows:

Place of incorporation Number of wholly-
Principal activity and operation owned subsidiaries
FEER SR B 3L R % E i B 2EMBATRNEE
2017 2016
—ZT—tF kAN
Investment holding Hong Kong 6 2
REER G
Investment holding the United States 1 =
REZER EH
Investment holding BVI 1 -
&N REEBRES
Property development PRC 1 1
L EaE: S H
Manufacture of motive batteries PRC 3 3
WEH DB G
Sales of motive batteries and materials PRC 5 2
HEB N E M KM A
After-sales services of new energy automobiles PRC 1 1
MR TR E R RS H
Manufacture of plastic battery cases PRC 2 2
BUEE IR A
Network technology and e-business technologies  PRC 1 1
A BT I B F R S Rl H
Research and development PRC 10 -
fiff e s
31 12
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

21. PRINCIPAL SUBSIDIARIES (continued) 21. TE2MBEBLE (&)
Place of incorporation Number of non-wholly-
Principal activity and operation owned subsidiaries
FTEEK AR ML R & i ith B Fk2EMBARNEE
2017 2016
—E—tF k- VAN S
Investment holding Canada 1 =
WE R mex
Investment holding the United Kingdom 1 =
AR B
Manufacture of motive batteries PRC 1 1
SLEB BN H
Sales of motive batteries and materials PRC 7 5
HEB B KM K H Y
Manufacture of plastic battery cases PRC 1 1
BLET MW IB R =]
Research and development PRC 14 -
E H
Recycling of recycled resources PRC 3 -
Bl B B E TR =]
Sewage treatment PRC 1 -
VEIKEREE H
29 7
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

21. PRINCIPAL SUBSIDIARIES (continued)
Details of non-wholly owned subsidiaries that
have material non-controlling interests

The table below shows details of non-wholly owned

21. T2MEBELT (A)

BEEAFERERNIFZEHMBELD

BosEs

TREIARBEAERFEBREENIEE

subsidiaries of the Company that have material non-controlling A NG
interests:
Place of Proportion of ownership
incorporation interests and voting Profit allocated to
and principal rights held by non- non-controlling Accumulated non-
place of controlling interests interests for the year controlling interests
Name of subsidiary business at 31 December ended 31 December at 31 December
R+=A=+—H BEZE+=-A=t—H
7K L 3t B R FERERFGARER LFEERRE RT=—A=+—HW
HEARER TEEXMH IR IR ZRELL A e Eadie £ndipilyd RitFERER
2017 2016 2017 2016 2017 2016
“E—+tf T ZB—+tF ZTRF ZB-tF —TRF
RMB'000 RMB'000  RMB'000 RMB'000
AR®TR ARETT AR®BTR ARBTR
Henan Chaowei PRC 40% 40% 34,384 83,236 432,350 517,966
Rl BB HE
Anhui Chaowei PRC 25% 25% 7,002 14,774 101,189 94,187
TR H
Jiangsu Yongda PRC 40% 40% 9,759 35,329 98,984 129,225
TEKE H
Yangzhou Huaxiang PRC 51% = 8,530 = 113,648 =
BINES H
Individually immaterial
subsidiaries with
non-controlling interests
BAFEERERS
{ERIFEER
Lol=YNS] (42,607) (18,077)| 268,655 107,079
Total e 17,068 115,262 | 1,014,826 848,457

Summarised financial information in respect of each of the
Group's subsidiaries that has material non-controlling interests
is set out below. The summarised financial information below
represents amounts before intragroup eliminations.
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

21. PRINCIPAL SUBSIDIARIES (continued) 21. F2MB LS (&)
Henan Chaowei YO RSB R
2017 2016
—E—+E —EB—RF
RMB’'000 RMB'000
ARET T ARETT
Current assets MENEE 1,247,824 1,210,088
Non-current assets ERBEE 651,500 664,437
Current liabilities mENAE 357,080 339,686
Non-current liabilities EmEBIGE 461,369 239,923
Equity attributable to owners of the Company — Z&RA R B A FE(G R 648,525 776,950
Non-controlling interests JEPER A 2R 432,350 517,966
2017 2016
—E—+tE —E—RF
RMB’'000 RMB’000
ARETT ARETT
Revenue A 2,898,766 2,479,553
Expenses FXx 2,812,807 2,271,463
Profit for the year FERFE 85,959 208,090
Profit attributable to owners of the Company 2N 1B A FE (L F5H 51,575 124,854
Profit attributable to non-controlling interests  FF#52 A% 2 25 F& 1k ) 34,384 83,236
Profit for the year FERFE 85,959 208,090
Dividends paid to non-controlling interests BT IEE R = B AR B 120,000 12,000
Net cash (outflows) inflows from operating eSEE IS ORE) A
activities FEE (120,374) 100,885
Net cash outflows from investing activities KEFEER ML FRE (69,430) (174,446)
Net cash inflows (outflows) from financing MEEESHESTEACEL)
activities FEE 237,537 (22,432)
Net cash inflows (outflows) RERmACRL) F58 47,733 (95,993)
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

21. PRINCIPAL SUBSIDIARIES (continued) 21. F2MBLSD (E)

Anhui Chaowei LB
2017 2016
—ZE—+HF —E—RF
RMB’000 RMB'000
ARETT AREFT
Current assets MENEE 582,274 291,302
Non-current assets ERMEEE 289,355 224,023
Current liabilities mEBE 362,915 114,361
Non-current liabilities IERBAEE 103,960 24,219
Equity attributable to owners of the Company ~ A&NARIEHB A FE(G R 303,565 282,558
Non-controlling interests eI R 101,189 94,187
2017 2016
—E—+F NS
RMB’000 RMB'000
ARETT AREFT
Revenue A 1,153,147 911,587
Expenses 53 1,125,138 852,491
Profit for the year F R 28,009 59,096
Profit attributable to owners of the Company 7~ &% B A FE15 21,007 44,322
Profit attributable to non-controlling interests — JE#% B A &5 FE (5 71 7,002 14,774
Profit for the year FRFE 28,009 59,096
Dividends paid to non-controlling interests BT IEfE AR i s AR B = -
Net cash inflows from operating activities WESEENIR SRR 15,652 34,194
Net cash outflows from investing activities HEESIR M FE (93,410) (55,898)

Net cash inflows (outflows) from financing MEEESHESTEACEL)

activities it 76,668 @)
Net cash outflows RE R FRE (1,090) (21,711)
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

21. PRINCIPAL SUBSIDIARIES (continued) 21. F2MBLSD (E)

Jiangsu Yongda JLER XK
2017 2016
—E—+tF —E—REF
RMB’000 RMB'000
ARETT AREFTT
Current assets MENEE 306,010 321,255
Non-current assets ERBEE 198,880 196,795
Current liabilities mENBE 250,614 187,915
Non-current liabilities IEMBEE 6,818 7,074
Equity attributable to owners of the Company ~ ZAQ & B A FE(G S 148,474 193,836
Non-controlling interests ElEl g 98,984 129,225
2017 2016
—E—+tE NS
RMB’000 RMB'000
ARBT T AREFT
Revenue A 1,662,523 1,537,710
Expenses 53 1,638,126 1,449,387
Profit for the year FERFE 24,397 88,323
Profit attributable to owners of the Company — ZNA &1 B A JE(S 138 14,638 52,994
Profit attributable to non-controlling interests 52 A% 25 FE {5 ) 9,759 35,329
Profit for the year FRFHE 24,397 88,323
Dividends paid to non-controlling interests BT IEE R = B AR B 40,000 -
Net cash inflows from operating activities EETEEIR S RMAFRE 94,219 47,755
Net cash outflows from investing activities KEFEER ML FRE (20,038) (30,536)
Net cash outflows from financing activities MEEEBIR R R (63,921) (28,904)
Net cash inflows (outflows) RERmACRL) F58 10,260 (11,685)

BEENZBERAS « 2017FR 165



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#n © B 85 ¥R R B 5

For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

21. PRINCIPAL SUBSIDIARIES (continued) 21. TEKBELD (HF)

166 Chaowei Power Holdings Limited e Annual Report 2017

Yangzhou Huxiang &M

2017

—E—+F

RMB’'000

ARBT R

Current assets MEVEE 216,233
Non-current assets ERENEE 439,102
Current liabilities mEEE 423,401
Non-current liabilities FEREBBE -
Equity attributable to owners of the Company NAFIHA AEE R 118,286
Non-controlling interests FEIEAR M 2 113,648
2017

—E—tF

RMB’000

ARETR

Revenue WA 230,256
Expenses 5 212,848
Profit for the year FRFE 17,408
Profit attributable to owners of the Company RRBEA ANEIEFE 8,878
Profit attributable to non-controlling interests JEFE AR RE S R I 8,530
Profit for the year FRFE 17,408
Dividends paid to non-controlling interests B SRR S AR B =
Net cash inflows from operating activities R ESEENIR T AR S 144,240
Net cash outflows from investing activities BEEERS ML FE (47,813)
Net cash outflows from financing activities BB EER SR EEE (14,642)
Net cash inflows BEmAFE 81,785
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#n © 81 15 ¥R R By 5

For the year ended 31 December 2017

HE-Z—+F+-A=+—RHLEFE
INTERESTS IN ASSOCIATES/LOAN TO 22. RBELNTINEE QHELTS
ASSOCIATES =
2017 2016
—E—+E —EB—RF
RMB’'000 RMB'000
ARETR AREFT
Cost/deemed capital contribution R/ BIETE 139,122 50,453
Share of post-acquisition loss W 1% FE (G B 18 (19,217) (14,438)
119,905 36,015
Loan to associates MEEE N RIE 49,095 12,987

As at 31 December 2017, details of the Group’s material
associates are as follows:

BE_Z—tHF+-A=t—8 AKEHN
BEARBERBZFHBFNOT

Proportion of nominal
value of registered capital

Country of and voting power
incorporation Fully paid-up/ held by the Group
Name of entity and operation registered capital as at 31 December Principal activity
BEt=A=+-B3%H
MK FREMERNEER
BREH EEER BR/EmEX B R EREH L i TERER
2017 2016
b Ll of -3 ZT-RF
% %
Akkumulatorenfabrik MOLL GmbH &  Germany EUR3,966,000 34.46 46 Manufacture of start-
Co.KG ("MOLL") (Note a) (Bi{zta) = 3,966,000 B1 7T and-stop batteries
WEREEL
Zhejiang Yuanli Power Technology PRC RMB50,000,000 45 45 Manufacture of new
Co., Ltd. (“"Zhejiang Yuanli”) (Note b) A Ed AR 50,000,0007T energy storage system
LR AERBHE B R AR BUERE R HES
(DMZR A1) (KfzEb)
Fei Fang Technology Co., Limited Hong Kong HKD10,000 34 N/A  Investment holding
("Fei Fang") (Note c) 0 10,0007 7T TER REZKR
FERRRAERRA (1387 1) (Fiztc)
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

22. INTERESTS IN ASSOCIATES/LOAN TO 22. RtE L aINER ABEL TS
ASSOCIATES (continued) ™ (%)

Proportion of nominal
value of registered capital

Country of and voting power
incorporation Fully paid-up/ held by the Group
Name of entity and operation registered capital as at 31 December Principal activity
BZ+-A=1t-BFKH
HEMK LK FriistMERNEER
BEREH EEER BR/EmEX PR R LA TEREY
2017 2016
—E—tf —TREF
% %
Riyue Huixin (Henggin) Financial PRC RMB100,000,000 40 N/A  Equity investment
Holdings Limited F AR 100,000,0007C TER RERE
("Riyue Huixin") (Note d)
AREZ(EE)epERERAR
(RAES)(M:Ed)
Zhejiang Shidarui Electric Vehicle PRC RMBB86,000,000 37.21 N/A Manufacture of electric
Co., Ltd ("Shidarui “) (Note e) H AR #86,000,00075 A vehicle
MILEREDEERAF REBHE
(T3 1) (Fite)
Zhejiang Yige Power Co., Ltd. PRC RMB10,000,000 - 49 Manufacture of lithium-
("Zhejiang Yige") (Note f) F AR #10,000,00075 ion battery pack
MISMERERAR(DMIZEM]) SERETENMA
(FtzEf)
Notes: Wz
@ On 1 July 2017, MOLL issued new shares to a new investor and increased (@ R-_ZFE—+F+H—H  MOLLF—EZFHREE &
its issued share capital from EUR2,302,000 to EUR3,966,000 upon the TERMG EZH ) TEH# BEETRAH
capital contribution from that party. As a result, the Group’s interest in 2 302,000 B 7T 1S 112 3,966,000 87T ° Ft - N
MOLL was diluted from 46% to 34.46%. B MOLL #9177 46% 155 7 34.46% °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

INTERESTS IN ASSOCIATES/LOAN TO
ASSOCIATES (continued)

Notes: (continued)

®)

©

@

©

U

On 31 August 2016, Chaowei Power established Zhejiang Yuanli with Mr.
Zhou Mingming, who is the chairman and chief executive officer of the
Company, and the other two independent third parties of the Group.
During the current year, the Group made a capital contribution of
RMB3,500,000 to Zhejiang Yuanli. As at 31 December 2017, the Group has
the commitment to contribute further RMB19,000,000 in the capital of
Zhejiang Yuanli.

On 13 April 2017, Chaowei Power HK, a wholly-owned subsidiary of the
Company, acquired 34% equity interests in Fei Fang, which holds 100%
equity interests in Shenzhen Qianhai Guo Run Finance Lease Co., Ltd., a
company engaged in provision of lease financing, with a consideration of
HKD3,400 (equivalent to approximately RMB3,000).

On 13 June 2017, Chaowei Power established Riyue Huixin with other five
investors. The principal activity of Riyue Huixin is engaged in equity
investment. During the current year, the Group made a capital
contribution of RMB20,000,000 to Riyue Huixin. As at 31 December 2017,
the Group has the commitment to contribute further RMB20,000,000 in
the capital of Riyue Huixin.

On 12 July 2017, Chaowei Power established Shidarui with other two
investors. The principal activity of Shidarui is engaged in manufacture and
sales of electric vehicles. During the current year, the Group made capital
contribution of RMB32,000,000 to Shidarui. On 20 October 2017, Shidarui
increased the registered capital to RMB86,000,000 as a result of new
capital injection by Changxing Kewei Venture Capital Investment LLP
(“Changxing Kewei”), a joint venture of the Company, the Group’s interest
in Shidarui was diluted from 40% to 37.21%.

On 25 July 2016, Chaowei Power established Zhejiang Yige with an
independent third party of the Group. The principal activity of Zhejiang
Yige is engaged in manufacturing of Lithium-ion battery pack. Upon
establishment, Zhejiang Yige is owned as to 49% by Chaowei Power and
51% by the other investor. During 2016, the Group made capital
contribution of RMB4,900,000 to Zhejiang Yige. In July 2017, Chaowei
Power entered into an agreement with the controlling shareholder of
Zhejiang Yige to dispose 49% equity interest in Zhejiang Yige at a
consideration of RMB4,900,000. After completion of this disposal
transaction, the Group has no equity interest in Zhejiang Yige.

The associates of the Group are accounted for using the equity
method in these consolidated financial statements.

» & B 5 ¥ R B 5F

For the year ended 31 December 2017
B e e G S R

22. RBBATNIEE AWELTE

(')
HfaE - (4)

(b)

(©

(@

€

v

RZF—NFNA=+—H BREEFELL
Iﬁﬁmﬂzé@%wtﬁ@%f&z@%@ﬁ/mﬁi%ﬁ
VEZFRIMTIRSY o ZFE » ANEBANT
/?ﬁ;iﬁ/&ﬁ%%’woooo;f %:T +F+=
B=4+—A FXEFAFEE - HFEARK
19,000,00075&/\/#%1/?7757&2&@ 0

R-ZE—+FWOA+=H KREIZEWNERA]
BB ) EE LB 34008 T (HHERHARK
3,0007T) Y REFET; 2 34% IR#E - FEL1FE R #/ﬁ//
BEEEAEMERR A (— B EHE

R E]) BEBARKE -

R-ZFE—tFENA1+=A BHRERHESIESL
REEZEKIAAES - HAESHEEZEHEAR
BRE - AFE  AEEMAAESTEARE
20,000,0007T - R=—F—+FE+-A=1+—H "
7K 5E [B] 3 i — 5 5 A R #5 20,000,000 T ;A A
FEZRRAA -

REZFE—+tF+LA+=H HBREREAEMME
&ﬁ%ﬁ%ifgfﬁ LERNFEXEREER
HETHE - RAFEA  NEBALERTE
ARH32000,0007T e R=F—+F+A=+H -
HARRARRBIZE R ESRLE ([ RERE])(—
RAEARFIE ERE) (EHITE - LEREM
HiF AR E A K 86,000,000 -+ k% E 7
PR 40% BEEE 37.21% -

REZFB—NFEHA_+HH BRAEREAKRE
BUE=FKILITEM - %ﬂIE}?Yﬂ?EEEa’?ﬁ
FEGELEREF B o TS5 B &
RS —EREEEEIFHA9% K 51% - R—F
—/*\fF’ " ANEE BT E T B A R 4,900,000

cR-F—tFtA  HBEHERENT MY
f PACAR R AT % » iH BT EA Y 49% AR HE -
1B B AR H4,9000007T - Z2IHHER 5 THK
& REEI AR TSR

EVEsE 2 N Bl AR AR A KR A BT ISR
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22. INTERESTS IN ASSOCIATES/LOAN TO
ASSOCIATES (continued)
Loan to associates:
An unsecured loan was granted by the Group to MOLL in an
amount of EUR1,220,000 (equivalent to approximately
RMB8,925,000 as at 31 December 2017) (31 December 2016:
EUR1,520,000, equivalent to approximately RMB12,987,000) at
a fixed interest rate of 4.9% per annum.

Long-term unsecured receivable of RMB50,474,000 was
advanced to Fei Fang by the Group during the current year.
This interest-free advance was adjusted to fair value at initial
recognition using the effective interest method at an imputed
interest rate of 4.9% per annum. As such, a deemed
investment cost of RMB 10,304,000 was included in the carrying
amount of the investment as at 31 December 2017.

The summarised financial information in respect of the
associates is set out below. The summarised financial
information below represents amounts shown in the
associates’ financial statements prepared in accordance with

22. RBEELIANER OHELITE

A ()

QE N TEM :

7K £ [ W) MOLL 12 4 & £ 1,220,000 B T (7
T+ FE+ A=+ AHRSRHOARE
8,925,0007T) (ZE—X<"F+-_A=+—8:
1,520,000BL 7T + #EER AR 12,987,000
T0) MEEHEN - BEFFEREL9% -

RAFER - NEERIES BREHEEA
JE W R IB A 5 50,474,000 7T © LLIETET B
BRERERMNEEIZEEFR KL% R
NTERSABRERATE Bt R=F
—tF+ZA=+—HB ZRENEFHER
R B R A AR 10,304,000 7T °

BRABZ R R BB BEREIIMT - T
S BEEE M IS B R RRIBE R P 5 S %
AR BLRV B 2 1 B A T R PR BV BURR ©

IFRSSs.

MOLL MOLL
2017 2016
—E—+tF —E—RF
RMB’'000 RMB’000
AR¥T 1t AREFIT
(unaudited) (unaudited)
(REER) (RigeE%)
Current assets MENEE 161,121 107,394
Non-current assets ERBNEE 84,630 65,938
Current liabilities THARE 139,299 124,783
Non-current liabilities EMBIEE - -
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22. INTERESTS IN ASSOCIATES/LOAN TO 22. RBELNTINEE QHELTS
ASSOCIATES (continued) ™ (%)
MOLL (continued) MOLL (&)
2017 2016
—E—tF —T—XF
RMB’000 RMB'000
ARET T ARETIT
(unaudited) (unaudited)
(REBERZ) (REEEZ)
Revenue WA 585,851 462,174
Profit/(loss) for the year FRFE,(BE) 428 (7,175)
Total comprehensive income (expense) FRE2EWA (BS) 4258
for the year 428 (7,175)
Reconciliation of the above summarised financial information | al B RE B 7S B R ERAR A B TS SRR T RERR D
to the carrying amount of the interest in MOLL recognised in MOLL #)#E 2 A BRTE1 (B 0B -

these consolidated financial statements:

2017 2016

—E—tF —E—REF

RMB’000 RMB'000

AR®T T AREFTT

(unaudited) (unaudited)

(REEER) (REFEZ)

Net assets of MOLL MOLL & E/FAE 106,452 48,549
Proportion of the Group’s ownership R E Bk MOLL #) % 7 #E Bt 1

interest in MOLL 34.46% 46%

Goodwill [EES 8,666 8,666
Carrying amount of the Group's ANEB P MOLL MR EEE

interest in MOLL 45,349 30,999
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22. INTERESTS IN ASSOCIATES/LOAN TO 22.
ASSOCIATES (continued)
Aggregate information of associates that are not
individually material

REBELINES QHELIE

™ (%)

BRIMSEAERNHE LIS RRE

2017 2016
—E—tHF —E—RF
RMB’000 RMB'000
ARETT ARETT
(unaudited) (unaudited)
(REEZ) (RigsEZz)
The Group's share of loss and total FRRSEEGEER
comprehensive expense for the year AR B (4,595) (3,384)
2017 2016
—E—tF —E—REF
RMB’000 RMB'000
ARETT ARETT
(unaudited) (unaudited)
(REBEZR) (REEEZ)
Aggregate carrying amount of the REBRZEHEZAAIH
Group's interests in these associates EmERE{ERARE 74,556 5,016
23. INTERESTS IN JOINT VENTURES 23. NREELEFKNER
Details of the Group’s investments in joint ventures are as AEBREETEMBEFBOT
follows:
2017 2016
—E—tF —EAF
RMB’000 RMB'000
ARETT ARETT
Cost of unlisted investments FEETIRER KA 195,500 129,500
Share of post-acquisition profit W B 12 FE A A1) 152 919
195,652 130,419
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23. INTERESTS IN JOINT VENTURES (continued)

As at 31 December 2017, the Group had interest in the following

joint ventures:

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017

HE_ZT—+F+_A=+—HLFE
23. ROELENER (&)
RZE—+tF+-_A=1+—8 ' £EERMN
TEETEEAER

Proportion of nominal
value of registered capital

Country of and voting power
establishment Registered held by the Group
Name of entity and operation capital as at 31 December Principal activity
R+=ZA=+—-B%&
RIREE FrisaMERNEER
EREE FEER EMER s RERMLL A TEXR
2017 2016
—E-tF —TRF
% %
Changxing Kewei (Note a) PRC RMB100,000,000 57 57 Venture capital
RER (Fizta) h AR 100,000,000 7 investment
BEEERA

Zhejiang Pulangte Electric PRC RMB150,000,000 48.33 4333 Technical service of new
Vehicle Co., Ltd. i AR 150,000,000 7 energy vehicles
("Zhejiang Pulangte”) (Note b) MeeR A ERITRS

MIERRESTEERAT
(DT &A% D) (i b)

Changshu Huaxing Chuang i PRC RMB100,000,000 56 N/A Manufacture of new
Technology Co., Ltd. H AR 100,000,000 7T TEHE  energyvehicles
(“Changshu Huaxing ") (Note c) batteries

FRERE M RRRERAA BEEREED
(IBHER])(Ftc)

Zhejiang Tulante Energy Storage PRC RMBA40,000,000 57 N/A Manufacture of Storage
Technology Co., Ltd. F AR 40,000,0007C @A batteries
("Zhejiang Tulante”) (Note d) BEREE)

MBS REREERAF
(M B (FEd)
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23. INTERESTS IN JOINT VENTURES (continued)

@

On 15 January 2015, Chaowei Power entered into a joint
venture agreement (the “Kewei JV Agreement”) with
other three independent third parties of the Group for the
establishment of Changxing Kewei. The principal activity
of Changxing Kewei is investment in high growth
potential enterprises. Upon establishment, Changxing
Kewei is owned as to 57% by Chaowei Power, 30%, 12%
and 1% by the other three independent investors
respectively. The board of directors of Changxing Kewei
comprises 5 directors, 3 of which are appointed by
Chaowei Power. Under the Kewei JV Agreement, at least
two-third of the board of directors are required for
decision on directing the relevant activities of Changxing
Kewei and hence in the opinion of the Directors, the
Group's interest in Changxing Kewei is accounted for as
a joint venture.

On 21 March 2016, Chaowei Power entered into a joint
venture agreement (the "Pulangte JV Agreement”) with
Mr. Zhou Mingming, who is the chairman and chief
executive officer of the Company, for the establishment
of Zhejiang Pulangte. The principal activity of Zhejiang
Pulangte is provision of technical service of new energy
vehicles. Upon establishment, Zhejiang Pulangte is
owned as to 48.33% by Chaowei Power and 51.67% by
Mr. Zhou Mingming. Under the Pulangte JV Agreement, at
least three-fifth of the shareholding interest in Zhejiang
Pulangte are required for decision on directing the
relevant activities of Zhejiang Pulangte and hence in the
opinion of the Directors, the Group's interest in Zhejiang
Pulangte is accounted for as a joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

23. INTERESTS IN JOINT VENTURES (continued)

©

On 14 December 2017, Chaowei Power entered into a
joint venture agreement (the “Huaxing JV Agreement”)
with an independent third party of the Group for
acquiring equity interest in Changshu Huaxing through
new capital injection of RMB56,000,000. The principal
activity of Changshu Huaxing is engaged in research,
development and sales of new energy vehicles batteries.
Upon the completion of the acquisition, Changshu
Huaxing is owned as to 56% by Chaowei Power, 44% by
the other independent investor. Pursuant to the Huaxing
JV Agreement, at least two-third of the shareholding
interest in Changshu Huaxing are required for decision
on directing the relevant activities of Changshu Huaxing
and hence in the opinion of the Directors, the Group’s
interest in Changshu Huaxing is accounted for as a joint
venture.

On 13 December 2017, Chaowei Power entered into a
joint venture agreement (the “Tulante JV Agreement”)
with other two investors for the establishment of Zhejiang
Tulante. The principal activity of Zhejiang Tulante is
engaged in research, development and sales of motive
battery and storage battery. Pursuant to the Tulante JV
Agreement, Zhejiang Tulante is owned as to 57% by
Chaowei Power, 38% and 5% by the other two investors
respectively. In addition, at least two-third of the
shareholding interest in Zhejiang Tulante are required for
decision on directing the relevant activities of Zhejiang
Tulante and hence in the opinion of the Directors, the
Group's interest in Zhejiang Tulante is accounted for as a
joint venture. During the current year, the Group made a
capital contribution of RMB10,000,000 to Zhejiang
Tulante. As at 31 December 2017, the Group has the
commitment to contribute further RMB12,800,000 in the
capital of Zhejiang Tulante.

The joint ventures are accounted for using the equity method
in these consolidated financial statements.

23.

i

(c

N4

op

A
o

2R AR AL FHRA BB RE
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

SEXRNER (&)
R-ZZE—+F+-_A+WmA - BESE
RE—ARNEEBYEZTREH E
& A B 56,000,000 7T Uk BE & #h 2 @
MR A S ([ EEE AR -
BAEENTEERAMEREER
BEVRREE M o IIE AR - B AE
BAHBBEREBINBILITZEE D
R A 56% N 44% - 1B 15 B4 & 1
B ORPAEEERSHANERAKREA
KE2L=0D27 ZRIENEEAILE
MEERE  ANEBREAEELE
TABRATEBRNAGEDE -

R-ZE—+F+-_A+=0" 8BHE
TREL S INR A 1% B & BEAK ST Bl
BFeluagm=(ElFaEhal) o
MIBEENEEER A REE
BOBMMEESE M - REBERES
EiE - MIBEFHERERES
57%  REBIMNEBREEDRES
38% & 5% o WA - T BB EBK S
HHBEBRRAEREL =52 ZRiE
MIFEALLE  WMESERE AEE
P IEFEFRNER ARASAEERK
BEDHE - RAFEAN - AEBE M
T B B 4E &E A K 10,000,000 7T °
R—_E—+F+_-_A=+—H &%
B % EE i — 2 48 A R #12,800,000 7T
EAN LB @R RRAR o
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23. INTERESTS IN JOINT VENTURES (continued) 23.

The summarised financial information in respect of the Group'’s
material joint ventures is set out below. The summarised

REEERNIED (&)
BRAASENERSERENMBEMEER
T o THRBEES M 5 E AR RIEE

financial information below represents amounts shown in the PREF PSSR R R B B RS LD ¥ B R
material joint venture’s financial statements prepared in FETRHYENEE o
accordance with IFRSS.
Changxing Kewei = Ei} X
2017 2016
—E—+F —T—RF
RMB’000 RMB'000
AR® T ARETIT
(unaudited) (unaudited)
(REBERZ) (REE&EZ)
Current assets MBEE 17,057 4,439
Non-current assets EMBNEE 90,180 97,080
Current liabilities mENAE - -
Non-current liabilities EmEafE = -
The above amounts of assets and liabilities include the FHRBEEREGESBERENATIES ¢
following:
Cash and cash equivalents Re KA EEY 3,057 4,439
2017 2016
—E—+F —E-RF
RMB’000 RMB'000
AR® T ARETIT
(unaudited) (unaudited)
(REBEZ) (RE&EZ)
Revenue WA 7,945 =
Profit for the year FRFE 5,718 384
Total comprehensive income for the year  FR2EU A 4258 5,718 384
Dividends received from Changxing Kewei  4E U BV H R} B AR &

during the year
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23. INTERESTS IN JOINT VENTURES (continued) 23. REELENER (&)
Changxing Kewei (continued) RER R ()
Reconciliation of the above summarised financial information BB R B RS M SRR TRERR
to the carrying amount of the interest in Changxing Kewei RERE AR REESR
recognised in these consolidated financial statements:
2017 2016
—B—+fF A
RMB’000 RMB'000
ARETT ARETTT
(unaudited) (unaudited)
(REFEZ) (RigEZ)
Net assets of Changxing Kewei RERIFENEEFE 107,237 101,519
Proportion of the Group’s ownership AEBHRERE
interest in Changxing Kewei A REL 57% 57%
Carrying amount of the Group’s REBENRERE R R
interest in Changxing Kewei REE 61,125 57,866
Zhejiang Pulangte L S ER%
2017 2016
—E—4E —E—NF
RMB’000 RMB'000
ARET R AREFT
(unaudited) (unaudited)
(REBEZX) (RigEZ)
Current assets MENEE 74,917 8,024
Non-current assets EmEBEE 186,969 106,579
Current liabilities mEAE 186,607 30,944
Non-current liabilities EmEaE - -
The above amounts of assets and liabilities include the FEERBESERENATIEAR ¢
following:
Cash and cash equivalents ReERFASEEY 12,649 3,594
Current financial liabilities nRBEREECTREEMS
(excluding trade and other B SRR R HA
payables and provisions) FERTROE M) 5,000 2,000
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23. INTERESTS IN JOINT VENTURES (continued) 23. MO EMIELE (8)
Zhejiang Pulangte (continued) L S 6% (&)

2017 2016

—E—+F —ZE-REF

RMB’'000 RMB'000

ARET T ARET T

(unaudited) (unaudited)

(REER) (REEERZ)

Revenue WA 36,142 -

(Loss)/profit for the year/period F R (), FHE (8,331) 110
Total comprehensive (expense) income FHR2mE () WAL

for the year/period (8,331) 110
Dividends received from Zhejiang Pulangte 4 /B UK EUHT T 2 BA 4 A% 2,

during the year/period - =

Reconciliation of the above summarised financial information i B 75 E R B AR A B RS SR R T RERR R

to the carrying amount of the interest in Zhejiang Pulangte
recognised in these consolidated financial statements:

T & BAR 048 25 1O BR T (B B

2017 2016

—g—tF A%

RMB’000 RMB'000

ARET T ARET T

(unaudited) (unaudited)

(REEEZ) (REEER)

Net assets of Zhejiang Pulangte AT LN EEFE 75,279 83,610
Proportion of the Group’s ownership AEBYHINT ERAR R

interest in Zhejiang Pulangte AR 48.33% 48.33%

Other adjustments (Note) HAb AR (M%) 32,145 32,145
Carrying amount of the Group’s REE AT LA

interest in Zhejiang Pulangte =R RAE 68,527 72,553

Note: Other adjustments represent the capital contribution from Chaowei
Power while the other investor’s capital contribution has not yet

completed as at 31 December 2017.
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INTERESTS IN JOINT VENTURES (continued) 23. REELENER (&)
Aggregate information of joint ventures that are BRIMSEAEANCE L XS NAL
not individually material
2017 2016
—E—+F —E—RF
RMB’'000 RMB'000
ARBTT AREFT
(unaudited) (unaudited)
(REBEZR) (REEER)
The Group's share of profit and total FRASEEGNER
comprehensive income for the year ZERABEE = =
2017 2016
—E—tF —E—RF
RMB’'000 RMB'000
ARBT T AREFT
(unaudited) (unaudited)
(REEEZ) (REEER)
Aggregate carrying amount of the Group’s  AEBERZES LD ER
interests in these joint ventures HEmAREERE 66,000 -
AVAILABLE-FOR-SALE INVESTMENTS 24, o[itHERE

The available-for-sale investments held by the Group represent
equity interests in certain unlisted entities established in the
PRC and the United States of America. As the Group has no
power to govern or participate in the decision of the financial
operating policies of the entities so as to obtain benefits from
their activities and does not intend to trade for short-term
profit, the Directors designated these unlisted interests as
available-for-sale investments.

The available-for-sale investments are measured at cost less
impairment at the end of the reporting period because the
range of reasonable fair value estimates is so significant that
the Directors are of the opinion that their fair values cannot be
reliably measured.

AEBFAFEAIH B ERERNHERER
BRARBKNETIFEMEBHRHE - i
RASEERREXSEZFTEENY TS
EBRRREAB RS ESH & - BT 5
REHMNBETEE  REFEEAFIHL
Mg AR R ERE

RARHERENGEAHEGTBEER
ERRTREASEAEBERFE 81

Z2Di8
R &
HWE BRI A BB ERTE
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25. LOAN RECEIVABLES

~=xh

25. [BINER

Summary of the loan receivables are set out below: JEWEFB AN T
2017 2016
—E—+F NS
RMB’000 RMB'000
ARET T AREFT
Chisen Entrusted Loan (Note a) ERZEZTER(Kiita) 112,000 128,000
Changxin Entrusted Loan (Note b) RIETEFR (D) 50,000 50,000
City Construction Loan (Note ¢) W ERER (MaEc) 38,949 70,710
Ningyang Loan (Note d) BIFER () 3,500 3,500
MOLL (Note e) MOLL (Fitzxe) 13,787 12,911
Other loan receivables Hitn Ul E 12,876 8,600
231,112 273,721

Analysis for reporting purposes as: BEFRBEB 2D -

Current assets mENEE 26,663 199,511
Non-current assets ERENEE 204,449 74,210
231,112 273,721

During the year, the Group made an allowance of
RMB8,350,000 for the past due loan receivables (2016: Nil).

(a) Entrusted loan granted to Chisen Electric

Jiangsu Co., Ltd ("Chisen Electric”)

Chaowei Power, the wholly-owned subsidiary of the
Company, entered into an entrusted loan agreement with
CITIC Trust Co., Ltd. ("CITIC Trust"), a fiduciary company
incorporated in the PRC, on 17 December 2012 (the
“Chisen Entrusted Loan Agreement”), pursuant to which,
Chaowei Power, through CITIC Trust, would provide the
entrusted loan of RMB200,000,000 (the “Chisen Entrusted
Loan”) to Chisen Electric, a company established in the
PRC with limited liability which was held as to 98% by
Zhejiang Chisen Electric Co., Ltd (“Zhejiang Chisen”) and
2% by Mr. Xu Kecheng as at the date of the Chisen
Entrusted Loan Agreement, for a term of three years.
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25. LOAN RECEIVABLES (continued)
(a) Entrusted loan granted to Chisen Electric

Jiangsu Co., Ltd (*Chisen Electric”)
(continued)

The Chisen Entrusted Loan is charged at a fixed rate of
interest of 8% per annum.

Chisen Electric shall repay not less than 25%, 50% and
75% of the outstanding principal under the Chisen
Entrusted Loan on or before the expiry of the 27th, 30th
and 33rd months from the date of the Chisen Entrusted
Loan, with balance repayable in full upon expiry of the
Chisen Entrusted Loan.

In 2015, Chaowei Power, Chisen Electric and CITIC Trust
entered into a supplementary entrusted loan agreement
to (1) reduce the principal amount of the Chisen
Entrusted Loan from RMB200,000,000 to RMB160,000,000;
and (2) extend the term of Chisen Entrusted Loan till 19
December 2017 with the first repayment instalment due
in March 2017.

In 2017, Chaowei Power, Chisen Electric and CITIC Trust
entered into a second supplementary entrusted loan
agreement to extend the term of Chisen Entrusted Loan
till 19 December 2019 with the first repayment instalment
due in March 2019. Except for the details set out in the
supplementary entrusted loan agreement above, all
other terms and conditions of the Chisen Entrusted Loan
remain unchanged.

In 2017, an amount of RMB16,000,000 was repaid by
Chisen Electric (2016: RMB32,000,000). As at 31
December 2017, the outstanding amount of Chisen
Entrusted Loan was RMB112,000,000 (31 December 2016:
RMB128,000,000) pursuant to the Chisen Entrusted Loan
Agreement and the supplementary entrusted loan
agreements.
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25. LOAN RECEIVABLES (continued)

(a) Entrusted loan granted to Chisen Electric
Jiangsu Co., Ltd (*Chisen Electric”)
(continued)

Guarantee and security of the Chisen Entrusted

Loan

Chisen Electric and Zhejiang Chisen would assume joint
and several obligations regarding the repayment of the
principal and interest of the Chisen Entrusted Loan. In
addition, the full repayment of the principal and the
interest of the Chisen Entrusted Loan would be secured

by:

0]

(ii)

(iif)

a pledge of 98% equity interest in Chisen Electric by
Zhejiang Chisen for a term commencing from the
date of approval of such pledge by the relevant
governmental authority up to expiry of the
limitation period for action by CITIC Trust under (i)
the loan agreement entered into between CITIC
Trust and Chisen Electric in relation to the Chisen
Entrusted Loan dated 17 December 2012 (“Loan
Agreement”) and (ii) the joint payment agreement
dated 17 December 2012 entered into between
Chisen Electric, Zhejiang Chisen and CITIC Trust in
relation to the repayment of the Chisen Entrusted
Loan (the “Joint Payment Agreement”);

a pledge of 100% equity interest in Zhejiang Chisen
by Fast More Limited, a company incorporated in
Hong Kong with limited liabilities, which was wholly-
owned by Chisen Electric Corporation, a Nevada
corporation in the United States, which was
beneficially owned as to 65.8% by Mr. Xu Kecheng
as at the date of the Entrusted Loan Agreement, for
the period up to expiry of the limitation period for
action by CITIC Trust under the Loan Agreement
and the Joint Payment Agreement;

floating charges over the current and future
inventory of each of Chisen Electric and Zhejiang
Chisen for the period up to expiry of the limitation
period for action by CITIC Trust under the Loan
Agreement and the Joint Payment Agreement,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

25. LOAN RECEIVABLES (continued)

(a) Entrusted loan granted to Chisen Electric
Jiangsu Co., Ltd (*Chisen Electric”)
(continued)

Guarantee and security of the Chisen Entrusted

Loan (continued)

(iv) chattel charges over all the machinery and
equipment of each of Chisen Electric and Zhejiang
Chisen for the period up to expiry of the limitation
period for action by CITIC Trust under the Loan
Agreement and the Joint Payment Agreement; and

(v) personal guarantee by Mr. Xu Kecheng, the
ultimate beneficial owner of the Chisen Electric, for
a term of two years from the expiry of the Loan
Agreement and the Joint Payment Agreement.

Other commitments of Chisen Electric
Chisen Electric has also agreed that, during the term of
the Chisen Entrusted Loan Agreement:

() it shall not increase its registered capital or total
investment in any form unless agreed by Chaowei
Power in writing, except for investment into Chisen
Electric made by Chaowei Power;

(i) it shall accept investment proposals from Chaowei
Power,

(i)  Chaowei Power shall have the right to appoint one
director to the board of directors of Chisen Electric;
and

(iv) it shall amend its articles of association to confirm
the director appointment by Chaowei Power.

The aforesaid other commitments undertaken by Chisen
Electric only give Chaowei Power protective rights rather
than significant influence over Chisen Electric. As such,
Chaowei Power does not account for Chisen Electric as
an associate.
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For the year ended 31 December 2017
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25. LOAN RECEIVABLES (continued)

(b) Entrusted loan granted to Jiangxi Changxin

Power Co., Ltd. ("Jiangxi Changxin™)

On 29 June 2015, Chaowei Power entered into an
entrusted loan agreement with CITIC Trust, pursuant to
which, Chaowei Power, through CITIC Trust, provided the
entrusted loan (the “Changxin Entrusted Loan”) of
RMB20,000,000 to Jiangxi Changxin, an independent
third-party company, for a term of one year at a fixed
rate of interest of 8% per annum. In July 2016 the
Changxin Entrusted Loan agreement was renewed and
the maturity date of Changxin Entrusted Loan was

extended to 29 June 2017.

In 2017, the entrusted loan was renewed and the
maturity date of Changxin Entrusted Loan was extended

to 28 November 2019.

The Group has granted additional entrusted loan of
RMB30,000,000 to Jiangxi Changxin for a term of one year
according to the entrusted loan agreement entered into
with Jiangxi Changxin on 14 January 2016 at a fixed rate
of interest of 7.2% per annum, which was renewed with
the maturity date extended to 28 November 2019.

As at 31 December 2017, the outstanding amount of loan
to Jiangxi Changxin was RMB50,000,000 (31 December

2016: RMB50,000,000).

Guarantee and security of the Changxin Entrusted

Loan
Changxin Entrusted Loan is secured by:

(i)  floating charges over the current and future

inventories of Jiangxi Changxin;,

(i) chattel charges over all the machinery and

equipment of Jiangxi Changxin; and

(i)  personal guarantee by Mr. Yuan Wenyong, the
ultimate beneficial owner of Jiangxi Changxin, and

his spouse, Ms. He Maoyi.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

25. LOAN RECEIVABLES (continued)

©

@

Loan granted to Qinyang City Construction
Investment and Development Co., Ltd. (*City
Construction”, a company as to 49% owned
by State-owned Assets Supervision and
Administration Commission of Qinyang City
("SASAC of Qinyang City"))

On 20 September 2015, Henan Chaowei, a subsidiary of
the Company, entered into a loan agreement with City
Construction, pursuant to which, Henan Chaowei
provided a loan of RMB96,000,000 (the “City Construction
Loan”) to City Construction for a term of five years
repayable on a five-year annual instalment basis from
2016 to 2020. The City Construction Loan is charged at a
floating rate of 4.3% per annum, a floating rate based on
the borrowing rate announced by the People’s Bank of
China.

During 2017, an amount of RMB31,761,000 was repaid by
City Construction. As at 31 December 2017, the
outstanding amount of City Construction Loan was
RMB38,949,000 (31 December 2016: RMB70,710,000).

Guarantee of the City Construction Loan

The City Construction Loan is guaranteed by Qinyang
Qinbei Construction Investment Co., Ltd., a company
wholly-owned by SASAC of Qinyang City.

Loan granted to the government of
Gangchen Town, Ningyang County
("Ningyang Government”)

In 2015, Chaowei Ciyao, a subsidiary of the Company,
entered into a loan agreement with Ningyang
Government, pursuant to which, Chaowei Ciyao provided
a loan of RMB32,000,000 (the “Ningyang Loan”) to
Ningyang Government for a term of five years. In 2015
and 2016, an amount of RMB5,000,000 and
RMB23,500,000 was repaid by Ningyang Government.
The Ningyang Loan is charged at a floating rate of 4.3%
per annum, a floating rate based on the borrowing rate
announced by the People’s Bank of China.
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25. LOAN RECEIVABLES (continued)
(d) Loan granted to the government of
Gangchen Town, Ningyang County

("Ningyang Government”) (continued)
As at 31 December 2017, the outstanding amount of
Ningyang Loan was RMB3,500,000 (31 December 2016:

RMB3,500,000).

Guarantee of the Ningyang Loan

The Ningyang Loan is guaranteed by Ningyang County
Jincai Investment Co., Ltd. (“Jincai Investment”) which is
owned as to 40% by the government of Ningyang County

and 60% by another state-owned entity.

(e) Loan granted to MOLL

During the current year, the Group granted to MOLL an
unsecured loan in an amount of EUR1,000,000 (equivalent
to RMB7,676,000) at a fixed interest rate of 4.0% per
annum with the maturity date at 30 August 2017, which

has been fully repaid by MOLL.

In 2016, the Group granted to MOLL an unsecured loan of
EUR1,767,000 (equivalent to approximately
RMB12,911,000 as at 31 December 2016) at a fixed
interest rate of 5.0% per annum with the maturity date at

30 June 2017 (the “MOLL Loan").

In 2017, the MOLL Loan was renewed and the maturity
date of which was extended to 31 December 2017. As at
31 December 2017, the outstanding loan due from MOLL
was EUR1,767,000 (equivalent to approximately
RMB13,787,000) (31 December 2016: RMB12,911,000).

In January 2018, the MOLL Loan was renewed and the
maturity date of which was extended to 31 December

2018.
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26. INVENTORIES 26. &

2017 2016
—E—tF k- SN S
RMB’'000 RMB'000
AR¥TT ARETIT
Raw materials REAE 454,073 394,131
Work in progress Pt e 1,358,107 1,780,793
Finished goods BIRK 496,522 140,906
2,308,702 2,315,830

27. TRADE RECEIVABLES 27. [EINEZRR
2017 2016
—E—+tHF —E—RF
RMB’000 RMB’000
AR®T T ARET T
Trade receivables FEWE SRR 2,146,801 1,755,565
Less: allowance for doubtful debts o RERBME (205,692) (144,991)
1,941,109 1,610,574

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

AEE—RARFLHER NI H TP IR
1SHMEER  BRIHENRSET -

RREHL R - IR REEEENERZ
SERNERROITIERE B H (BN AR
HER 25T -

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

2017 2016

—B—tF —ERE

RMB'000 RMB’000

AR®TT ARBTTT

0-15 days 0-15H 670,034 506,571
16-90 days 16-90 H 442,068 800,019
91-180 days 91-180 H 385,734 159,170
181-365 days 181-365 H 425,831 97,037
Over 1 year #1146 17,442 47,777
1,941,109 1,610,574
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27. TRADE RECEIVABLES (continued) 27. BEBZKRMR(E)

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

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

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

EERMEAMELA - AREEAIHEE
EEPHNEEER  UETEANEERE -

EEEERRERRKREZIRANEEEER
RRARFIRRERNERE ZRREE R
MEEER-

B BB R R E R E 5 E R BB
T

2017 2016

—E—+tF ZE-REF

RMB’'000 RMB'000

ARETx ARETT

16-90 days 16-90 H 442,068 800,019
91-180 days 91-180 H 385,734 159,170
181-365 days 181-365 H 425,831 97,037
Over 1 year B1E 17,442 47,777
1,271,075 1,104,003

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

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

Impairment for trade receivables over credit period are
provided for based on estimated irrecoverable amounts from
the sale of goods, determined by reference to past default
experience and objective evidences of impairment.
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TRADE RECEIVABLES (continued) 27. EWEB AR (&)

Movements in allowance for trade receivables during the year: FERREWE FEESBREEE
2017 2016
—EB—+F NS
RMB’'000 RMB'000
ARETR AREFTTT
At beginning of the year F4) 144,991 68,558
Provided for the year FRRE 82,679 76,433
Written off during the year FRMH (21,978) -
At end of the year RFLL 205,692 144,991

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

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

28.

BERKEZRFANAIKEBERE - NEE
EFFEERLEEEEEREHEREN
ERESEREELEE - REAKENBTE
K BEERRETIELE—TBE -

RS BERE - BUREREIZE L AR
EOMIT

2017 2016

—E—+tE —E—RF

RMB’'000 RMB'000

ARETR AREFIT

0-90 days 0-90 H 1,009,560 484,830
91-180 days 91-180 H 968,117 683,743
1,977,677 1,168,573
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29. TRANSFER OF FINANCIAL ASSETS 29. BETRERE
The following were the Group’s financial assets as at 31 T AEEBE-—S—+F+_-_A=+—
December 2017 that were transferred to suppliers by endorsing HiE B s EEREEU MM EFIEZE
those bills receivable to suppliers and discounted to banks on FENE e & AISRTRL IR (Mt FErg i sE ny £ B
a full recourse basis. As the Group has not transferred the BE AR AEETEESERHEZSEINEZE
significant risks and rewards relating to these bills receivable, it BRENEKNER &L He@EREDR
continues to recognise the full carrying amount of the bills FAVBERNRANBERE RN EZEA R
receivable and the corresponding trade payables in the BEREENENEIED - WESHEEIR
consolidated statement of financial position accordingly. These B OURR AN AR E B 14 A B ROR 2 51 BE ©
financial assets are carried at amortised cost in the Group's
consolidated statement of financial position.
2017
—E—tE
Bills receivable Bills receivable
discounted to endorsed to
banks with full  suppliers with
recourse full recourse Total
UEEEREE LU2EEREE
EERITRIRN  mEtEERt
[ EE S “st
RMB’000 RMB’000 RMB’000
AR¥TR AR% T AR¥TR
Carrying amount of transferred assets BREENREE 525,044 232,288 757,332
Carrying amount of associated liabilities ~ BB EHNREE (525,044) (232,288) (757,332)

Net position F R =
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29. TRANSFER OF FINANCIAL ASSETS (continued)

30.

29. BEEREE (A)

2016
—T—RF
Bills receivable Bills receivable
discounted to endorsed to
banks with suppliers with
full recourse full recourse Total
NEEBRREE PemeREE
RRITEIRE  EEFEA
M =15 e E Bt
RMB'000 RMB’000 RMB'000
AREFIT AREFIT AREFTT
Carrying amount of transferred assets EEEENEREE 19,300 168,264 187,564
Carrying amount of associated liabilities @A E/NEEE (19,300) (168,264) (187,564)
Net position et = = =
PREPAYMENTS AND OTHER RECEIVABLES 30. fFafdRIBNREthEUFRIE
An analysis of prepayments and other receivables is as follows: TR SRIE R E At FE R IB R A ATIAT -
2017 2016
—E—+tF —E-REF
RMB’000 RMB'000
AR®T T ARET T
Other receivables H e U R0R 945,324 678,255
Less: allowance for doubtful A H AL EUGRIER
debts on other receivables RERE S (26,425) (33,887)
918,899 644,368
Prepayments to suppliers TERHL FE R YRR 633,247 676,015
1,552,146 1,320,383
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30. PREPAYMENTS AND OTHER RECEIVABLES 30. FafTRIENRHthEUWFRIE (&)
(continued)
An analysis of other receivables is as follows: HibpIWGIAES T ¢
2017 2016
—E—tF —E—REF
RMB’000 RMB'000
AR¥T T ARETIT
Value-added tax recoverable ATy e E R 628,784 449,872
Income tax recoverable Al e AT F 40,842 61,418
Receivable from disposal of an associate (Note) H & — KB4 A 7l /) fE U T8
(FfF3E) 11,800 23,996
Interest receivable on loan receivables W E K F 8 2,631 6,725
Advances to employees BN 54,151 29,615
Deposits & 17,934 13,055
Service fee A% & 37,956 12,417
Advances to a shareholder of Zhejiang Tulante [ — & 47T BB 4 AR B 85K 20,000 =
Receivable from Zhejiang Yige FEWHT T = #1508 33,000 =
Others Eip 98,226 81,157
945,324 678,255
Note: The outstanding receivable from disposal of an associate is unsecured, e - HE — KBS LD 8K (B8 A BT
bears interest at a rate of 5.25% per annum and to be settled in full in UEFIEE25%58 » HRZ=F—/\FPAHEE
April 2018. -
Analysed for financial reporting purposes: H W IEDTT ¢
2017 2016
—E—tF —E—REF
RMB’000 RMB'000
AR¥TF T ARETIT
Non-current JERNER 11,893 28,153
Current BNER 1,540,253 1,292,230
1,552,146 1,320,383
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31.

(continued)
Movements in allowance for other receivables during the year:
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30. FAITRIAKR EfthEWGRIE (&)

FA - b EEGRIRBEZE ST

2017 2016

—E 4 E —E—RF

RMB’000 RMB'000

ARETR ARKET T

At beginning of the year F9] 33,887 30,072
(Reversed)/provided for the year FR(EQ),BE (7,462) 3,815
At end of the year FR 26,425 33,887

RESTRICTED BANK DEPOSITS AND BANK
BALANCES AND CASH

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

The restricted bank deposits carry market interest rate of 0.30%
per annum as at 31 December 2017 (2016: 0.35% per annum).

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

Bank balances and cash at 31 December 2017 were mainly
denominated in RMB which is not a freely convertible currency
in the international market. The exchange rate of RMB is
determined by the Government of the PRC and the remittance
of these funds out of the PRC is subject to exchange
restrictions imposed by the Government of the PRC.

31.

RERHIRTERMIRTGBRNRIRE

XRHBITEFIEAEBE T IRITHORTT
TR ERBITAASER L E TRIEMNE
& o

RZB—+F+_RA=+—8  ZRHRT
FRETSFENE0I%(ZE—RF: F
FMZ0.35%) 5H 8 o

RITESREBA AR RRIMAS=EA
AR R BB SRAR R - Bl i SR R R
17 MERMISMEER

RZE—tF+_A=1+—8 " FBITEHK
REFEUARKEEE  MAREATITR
BEmS EERLRHNERE - HIEXKHHE
BNEE  MEERESERPRHASHEH
BT B HE A N PR 1 FT AR &8 o
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32. TRADE PAYABLES
Trade payables principally comprise amounts outstanding for
trade purchases and ongoing costs. The Group normally settles
its trade payables within 30 days from the goods receipt date.

Included in the balance of trade payables as at 31 December
2017 of RMB232,288,000 (31 December 2016: RMB168,264,000)
aged within 180 days has been settled by endorsed bills
receivable but not matured at the end of the reporting period
(see Note 29).

The aged analysis of trade payables presented based on the
goods receipt date at the end of the reporting period is as

32. [EfTEZRRK

ENEZEREEBRANNRZERREF
B - REE—RPAKRERHE0AR
BERMNE SRR -

R-ZZE—+F+-A=+—0 BENESE
Rtz REEISOB AR AR
232,288,0007t( = E—A~F+_A=+—H:
AR #168,264,00070) L E EERIKE
BEE  BERSEPERFHAIBIMH (R
Bi3E29) ©

RS RERE - BNESRFIZKWE A
HRRER DMTEAT -

follows:
2017 2016
—E—+tF ZE-RF
RMB’'000 RMB'000
ARET T ARETT
0-30 days 0-30H 1,119,268 867,674
31-90 days 3190 H 512,613 301,636
91-180 days 91-180 H 533,133 381,262
181-365 days 181-365 H 56,913 54,828
1-2 years 124 57,400 28,025
Over 2 years 2T 13,988 18,614
2,293,315 1,652,039
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33. BILLS PAYABLE 33. EfTRIR
The aged analysis of bills payable presented based on the issue NEREEIA R - FENMERIREE AR
date at the end of the reporting period is as follows: BT
2017 2016
—E—+F —E—RF
RMB’'000 RMB'000
ARBTT AREFT
0-90 days 0-90H 426,474 427,783
91-180 days 91-180 H 614,897 648,708
1,041,371 1,076,491
All the bills payable are of trading nature and will mature within FIERNEEHNBRHUEE L KRET B
six months from the issue date. REET/NME A A EIES o
34. OTHER PAYABLES AND ACCRUALS 34. HithfETRRIB R ESHRRIE
An analysis of other payables is as follows: EMEMKIESTAT
2017 2016
—EB—+F AN S
RMB’000 RMB'000
ARB TR ARETTT
Deposits received from distributors 5 8 7 B2 B Ath 75 T LRI Y
and others e 166,799 150,756
Accrued commission ErrEE 80,407 60,341
Other payables H M ERFUR 391,818 264,397
Interest payable FERTF 2, 29,375 35,787
Advance from customers Al E P 5RIE 707,518 664,039
Accrued payroll and welfare FEstE & KER) 139,930 149,301
Other tax payables HAth RS HIR 182,705 130,987
1,698,552 1,455,608
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35.

36.

DEFERRED INCOME

35. IEIEUXA

Government

grants

BUFH B

RMB'000

ARBTF

At 1 January 2016 RZZE—RE—H—H 183,011
Additions NE 80,785
Released to income (Note 6) FTAUA (H5E6) (14,510)
At 31 December 2016 RZE—RF+-_A=1+—H 249,286
Additions B 45,975
Released to income (Note 6) FEAUA (H5E6) (20,211)
At 31 December 2017 R-ZE—+F+-_A=1+—H 275,050

Deferred income arising from government grants represents
the government subsidies obtained in relation to the
acquisition of land use right or equipment of certain
subsidiaries of the Company, which were included in the

KB BT B R IE M A S B RN A B A
THB AT L MR RREERFHER
FRfRE - RERE MBI R AR R EZE R
A WABARER T ff At 2 AR A

consolidated statement of financial position as deferred BRI E A SF BRRT AIE AR ©
income and credited to profit or loss on a straight-line basis
over the lease term of the land use right or the useful life of the
equipment.
WARRANTY PROVISION 36. RERH
2017 2016
—E—+tF ZE-REF
RMB’'000 RMB'000
AR® T AREFT
At beginning of year F4) 543,949 462,890
Provision for the year FNEE 564,572 799,720
Utilisation of provision B R (625,354) (718,661)
At end of year FR 483,167 543,949

The warranty provision represents management’'s best
estimate of the Group's liability within fifteen months” warranty
granted on motive battery products, based on prior experience
for defective products.
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37. BANK BORROWINGS
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37. IRfTEG

2017 2016
—E—E —E—XF
RMB’000 RMB'000
AR®T R AREETIT
Secured bank borrowings BERBRITEE 2,197,498 931,831
Unsecured bank borrowings EIIRIRITIEE 3,004,365 1,998,652
5,201,863 2,930,483
The borrowings are repayable as AR TEREENEE (M) -
follows (Note):
Within one year —FR 3,193,586 1,665,025
More than one year but not exceeding —FUEBETEBMRE
two years 1,112,192 894,302
More than two years but not exceeding MFEL BT BRART
five years 896,085 371,156
5,201,863 2,930,483
Less: Amount due for settlement within B BAR—FAEELZS)
one year and shown under IR E) B BB RUIR
current liabilities (3,193,586) (1,665,025)
Amount due after one year —F 14T HA M A 2,008,277 1,265,458
Total borrowings BIEE
— at fixed rates —E 8 3,657,867 1,984,037
— at floating rates —%E 1,543,996 946,446
5,201,863 2,930,483
Analysis of borrowings by currency: BEEREEE DRI
— denominated in RMB — UARKEEE 5,024,654 2,862,542
— denominated in EUR — UBITEHE 16,385 16,806
— denominated in HKD — WBTTEHE 160,824 51,135
5,201,863 2,930,483
Note: The amounts due are based on scheduled repayment dates set out in the Wi - (EEZH A A B ek Prat ey e & 50 F 32K

loan agreements.
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37.

38.

BANK BORROWINGS (continued)

Fixed interest rate borrowings were charged at the rates
ranging from 3.11% to 9.09% per annum (2016: from 3.03% to
5.91% per annum) for the year ended 31 December 2017.

Interest on RMB borrowings at floating rates is calculated
based on the borrowing rates announced by the People’s Bank
of China. Interest on HKD borrowings at floating rates is
charged at 2.75% over 3 months Hong Kong Interbank Offer
Rate. Floating interest rate borrowings were charged at the
rates ranging from 4.35% to 5.80% per annum (2016: from
3.92% to 7.04% per annum) for the year ended 31 December
2017.

Details of pledge of assets for the Group’s secured bank
borrowings are set out in Note 48.

OBLIGATIONS UNDER FINANCE LEASES

The Group has entered into a finance lease of certain
machineries with an independent third party. In accordance
with the lease agreement, the term of the lease was 3 years at
a floating rate calculated based on the borrowing rates
announced by the People’s Bank of China and the Group has
an option to purchase the assets at a nominal consideration
upon the end of the lease term.
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38. OBLIGATIONS UNDER FINANCE LEASES 38. AETHEST (&)
(continued)
At the end of the reporting period, the Group’s total future REEHIAERE - ANEBEITRERESN LR
minimum lease payments under finance leases and the REEESEBEREEBAENAT

present value of which is as follows:

Present value of

Minimum lease payments minimum lease payments
REHESE RERSRBRE
At December 31 At December 31
R+=-A=+—H W+=A=+—H
2017 2016 2017 2016
—E—tF ZERF —E—tF TE-REF
RMB ‘000 RMB ‘000 RMB ‘000 RMB ‘000
AR%T ARETT AR%ETR ARETFTT
Amounts payable: FERTFIA
Within one year —FR 76,791 107,821 75,000 100,781
In the second year RE_F - 76,791 - 74,219
In the third year RE=F - - - -
Total minimum finance MEHERERESLE
lease payments 76,791 184,612 75,000 175,000
Future finance charges KIRFEE R (1,791) 9,612) - -
Present value of finance ENRERERE
lease payables 75,000 175,000 75,000 175,000
Less: Amount due for settlement J& : +=1& A R7ZEf
within 12 months (shown FERREERE
under current liabilities) H7R) (75,000) (100,781)
Amount due for settlement TZEABBNRE
after 12 months - 74,219
The carrying amount of the underlying machineries held under BEREHEMSHEBARERN T —tF
finance leases as at 31 December 2017 amounted to +TZAZ+—BXNEEHEAARE
RMB217,620,000 (31 December 2016: RMB239,774,000). Leased 217,620,000 (= E—RFE+-A=+—H:
assets are pledged as security for the related finance lease AR #239,774,0007T) - HHEEEC KIFE
liability. REHEREHEBBENER -
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39.

40.

CORPORATE BONDS

On 14 August 2014, Chaowei Power issued a six-year term
corporate bonds (the “Corporate Bonds”) in the PRC with a
principal amount of RMB600,000,000. The interest rate of the
Corporate Bonds is 7.98% per annum for the first three years
up to 13 August 2017. At the end of the third year, on 13
August 2017, the bonds holders have a right to redeem all or
part of the Corporate Bonds to Chaowei Power at its face value
and Chaowei Power has a right to adjust upward the interest
rate of the Corporate Bonds from a range of 1-100 basis points
(both fingers inclusive). The Company has provided an
irrevocable guarantee on the entire principal amount and
interest of the Corporate Bonds. On 13 August 2017, the
Corporate Bonds holders have decided to redeem part of the
Corporate Bonds from Chaowei Power amounting to
RMB182,196,000. The remaining portion of the Corporate
Bonds keeps at the same interest rate and will mature on 13
August 2020.

MEDIUM-TERM NOTES

During 2017, Chaowei Power registered its medium-term notes
with an aggregate principal amount of RMB1,400,000,000 in the
National Association of Financial Market Institutional Investors
of the PRC. On 16 October 2017, Chaowei Power issued 7.0%,
unsecured three-year medium-term notes with a principal
amount of RMB700,000,000 (the “Notes”) at 100% of the face
value. The Notes was listed for trading and issued to investors
in the national inter-bank bonds market in the PRC. In October
2017, Chaowei Power purchased the Notes with par value of
RMB250,110,000 from the market and sold RMB200,000,000 in
December 2017. The remaining Notes with par value of
RMB50,110,000 held by Chaowei Power was deducted from
principal amount of Notes issued as presented in the
consolidated statement of financial position.

The effective interest rate of the Notes is approximately 7.34%
per annum.
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41.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DERIVATIVE FINANCIAL INSTRUMENT

The Group uses commodity derivative contracts (standard lead
forward contracts in Shanghai Futures Exchange) to manage its
exposure against lead price fluctuations. This arrangement is

41.

4 © B 15 3 R B 5
For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

TEEsMIA

FEBEEABARTEIASN(LEHER
SRR EMAHN) ERNERSER -
RRPE R MInE mERMEREX

designated to address significant fluctuations in the price of TERE) - A IBIBAEBESTHER %%
lead concentrate and lead related products which move in line BRI RS e s A ARR o
with the price of lead. However, this arrangement is not
accounted for under hedge accounting according to the
Group's accounting policies.
Details of the contract value and the related terms are AHEAMEBGRERSLRNT
summarised as follows:
2017 2016
—E—+E —EB—RF
RMB’000 RMB'000
AR®T T ARET T
Commodity derivative EmITETEAREL
short-position contracts:
— Volume (tons) — = (MWg) 5,700 875
— Executed contract value —EBEENEE 108,678 17,133
— Fair value of derivative financial assets ~— T4 & @EERFE 391 1,772
Contract maturity date AHEHAR 03/2018 02/2017
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42. NOTE TO THE CONSOLIDATED STATEMENT OF 42. GOIRERNERMEE
CASH FLOWS

Reconciliation of liabilities arising from financing activities: BB EEELNEBEYHE
At At
1 January Financing Others Acquisition 31 December
2017 cash flows (Note) of subsidiaries 2017
RZB—tF g Hitr KiE  RZB-tF
-A—-H ReReE (M) WEAR +=A=t-H
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARETT ARBTT ARBTT
Bank borrowings RITEE 2,930,483 2,130,380 - 141,000 5,201,863
Finance lease BERS 175,000 (100,000) - - 75,000
Short-term financing note RHRERE = (1,101) 1,101 = =
Corporate Bonds hEES 595,287 (182,196) 1,301 - 414,392
Medium-term notes RERRE - 643,790 508 - 644,298
At 31 December 2017 RZE—+4F
+ZA=1+-8 3,700,770 2,490,873 2910 141,000 6,335,553
Note: Others represent the amortisation of front-end fee of short-term financing Bist - BmiEE A EZE  PREH R EEE
note, Corporate Bonds and medium-term notes. B o
43. HELD FOR TRADING INVESTMENTS 43. BHIEEBRKRE
Held for trading investments include: BIEEEIREaIE
2017 2016
—E—tF —E—RF
RMB’000 RMB'000
ARET ARET T
Listed securities: EES
— Equity securities listed in Hong Kong — NEB LTI ERFES 2,321 2,178
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BHE-_T—+F+-A=1+—HLFE
SHARE CAPITAL 44, BRI
The details of the Company's share capital are as follows: RATHRARFFIFEAT ¢
Number of Share
shares capital
g 4= [N
UsD'000
FEx
Authorised: ETE
Ordinary shares of USD0.01 each BR0.01ETH EBR
At 1 January 2016, 31 December 2016 R-ZZE—RF—HA—A8"
and 31 December 2017 ; NE+TZA=T—HBRK
—+F+-A=+—H 10,000,000,000 100,000
Issued and fully paid: BEETREAR
Ordinary shares of USD0.01 each FAR0.01ETHE AR
At 1 January 2016 RZE—RF—H—H 1,024,587,363 10,246
Conversion of convertible bonds in 2016 R -ZE—NFEB OB ES 83,324,616 833
At 31 December 2016 and 2017 RZB—RERZZT—LF
+=-A=+— EI 1,107,911,979 11,079
RMB’'000
AR¥ TR
Presented at 31 December 2016 RZE—RE+A=1+—HK
and 31 December 2017 —T—+F+=ZA=1+—H
HER 74,961
RESERVES 45. it
Reserves of the Group other than retained earnings include FREREB BN NEE R BIEAT BHRH
statutory surplus reserve, share premium, convertible bonds i RORE  FTRRESEEEE  Hit
equity reserve, other reserves and exchange fluctuation i S B S R B - LB ED D i A
reserve, which form part of the equity holders’ equity. AR ©
Statutory surplus reserve EERERERE

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

ﬁﬁ%ﬁﬁ¢lﬁjmwg GG
CZEMBARARBERETEEAES
+ﬁ%&%%£ﬁ%£ﬁm%Méﬂﬂm%
EXRERHFEE BEEZREEIEMER
Z50% - AMECEZRERAENERTAE
AD TR ERTETT < JAE BERFEE AT AR E
EBREFENER  BERRBFHRBIRK
BB AR MEEINER
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45.

46.

RESERVES (continued)

Other reserves

Other reserves are mainly arising from (i) the difference
between the fair value of the consideration paid/received and
the carrying amount of the net assets acquired from/disposed
to the non-controlling shareholders; (ii) debt waived by a
related party; and (iii) paid-in capital of Chaowei Power
transferred during the Group’s reorganisation made on 9
March 2010 for the purpose of listing on the Stock Exchange.

CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of net debt, which
comprises bank borrowings disclosed in Note 37, corporate
bonds disclosed in Note 39, Medium-term Notes in Note 40,
derivative financial instrument disclosed in Note 41, held for
trading investments disclosed in Note 43, obligations under
finance leases disclosed in Note 38, bank balances and cash,
and equity attributable to owners of the Company, comprising
issued share capital and reserves as disclosed in Notes 44 and
45, in the consolidated statement of changes in equity.

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

204 Chaowei Power Holdings Limited ¢ Annual Report 2017

45.

46.

fe& s ()

HitbfER

HiEEEERA () BN/ BRDRENHR
TEEMIHERR RS, LB EFE
FREEMZR : (NVERBITHENER &
(iR ERN AR E AR A £ R
“E-TE-ANAETEAREENES
B

ExERER

AEBEERREBES UREASEERERE
re - RSEAEIEBRRATE - Rk
SR A AGREAD R - NREBRAFEED
EERERFIE -

AEBENEARBERIZFER (BT REW
AT RBENRITEER) - MEIIRENLE
B - M40 BH P HRE - MEa 3
BENTASMTA  MERERENSERESR
BE - WEBRBENRMEHEEERE  R1THE
HERE ARG EEREBHRANARFE
BAEIE#ELD (B RIEMEM R A5 P e
MEBITIRA K fE) ©

EXZTHENEARE - (FREHHN—IF
7 EFERESNARZREARHERER
B REEESNHESR  AKEKEBIK
RS ~ BT BRI ARG A REITHE
KRG EBEEARRE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

47. FINANCIAL INSTRUMENTS 47. €T H
(a) Categories of financial instruments (o) ERTREBR
2017 2016
—E—4E —E—REF
RMB’000 RMB'000
ARETR AREFT
Financial assets tRMEE
Fair value through profit or loss (FVTPL): #E:BIEzIE A FEFIER -
Held for trading investments BIEEBERA 2,321 2,178
Commodity derivative contracts BmITETEAY 391 18,905
2,712 21,083
Loans and receivables: B R ERGRIA
Trade, bills and other receivables EWE PR - BINEE R
E b IR 4,168,059 2,858,851
Loan receivables FEWE R 231,112 273,721
Amounts due from related parties FE U RS 5 TRIE 198,001 96,538
Loan to associates M E RN RIE R 49,095 12,987
Restricted bank deposits ZRFIRITIFER 1,052,383 526,778
Bank balances and cash WITHEBRIRS 1,501,319 588,439
7,199,969 4,357,314
Available-for-sale investments: AEHERE -
Investments in unlisted entities FELETMEREE 14,694 -
Financial liabilities tMmEE
Liabilities at amortised cost: R ENAGTEMAE
Trade, bills and other payables FERE SRR - BRNREER
H At FE T RIR 4,003,085 3,239,811
Bank borrowings RITEE 5,201,863 2,930,483
Corporate Bonds THEESH 414,392 595,287
Medium-term notes FREIE IR 644,298 -
Obligations under finance leases BERERMT 75,000 175,000
Amounts due to related parties FE{ST A 75 508 13,748 10,358
10,352,386 6,950,939
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47. FINANCIAL INSTRUMENTS (continued)
(b) Market risk
The Group's activities expose it primarily to the financial
risks of changes in foreign currency exchange rates,
interest rates and lead prices.

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

®

Foreign currency risk management

The Group has certain foreign currency bank
balances and cash denominated in HKD, USD and
EUR, which expose the Group to foreign currency
risk. The Group currently does not have a foreign
currency hedging policy. However, management
monitors foreign exchange exposure and will
consider hedging significant foreign currency
exposure should the need arise.

The carrying amount of the Group's foreign
currency denominated monetary assets at the end

47. =@ TH (&)
(b) HIEER
AEMN R EE A BIEER -
MR R EE BN BER -

AEEFE TS AR E R R
BARHSXRE NI RED -

() SNERBSE
AEBBETUET - EXRE
STEHHEMINERITEHBRES
SAEETEINERR - AEE
B A3 4 1 ST NE SRR - A
M EREERNERR L E
RETEZEY P EANNEE

B o

RE S RE - AEREASNE
AEMEBEEREEZIWM

of the reporting period are as follows: T
2017 2016
—E—+tF —ZE—RF
RMB’000 RMB'000
AR®F T ARET T
Assets BE
HKD BT
Bank balances and cash WRITHEBRRE 23,850 66,457
Loan to an associate EEASYNCIISEN 569 =
usbD ET
Bank balances and cash IRITHEB RIS 34,757 15,678
Loan to an associate M E RN A ER 39,601 =
EUR B
Bank balances and cash IRITHEB RIS 10,637 1,121
Loan to an associate [ R R B K 8,925 12,987
Loan receivables EWE R 18,395 12,911
Liabilities =L
HKD BIT
Bank borrowings RITHEE 160,824 51,135
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47. FINANCIAL INSTRUMENTS (continued)
(b) Market risk (continued)

®

Foreign currency risk management
(continued)

Sensitivity analysis

The Group is mainly exposed to the fluctuation in
HKD, EUR and USD against RMB.

The Directors’ assessment of the reasonably
possible change in foreign exchange rate is 5%, 5%
and 5% for RMB against HKD, USD and EUR
respectively (2016: 5%, 5% and 5% for RMB against
HKD, USD and EUR respectively), which is also the
sensitivity rate used when reporting foreign
currency risk internally to key management
personnel.

For a 5% (2016: 5%) weakening of RMB against
HKD, there will be a decrease in the post-tax profit
and an increase in other comprehensive income
for the year of RMB5,137,000 and RMB28,000
respectively (2016: increase RMB574,000 in the
post-tax profit) and there would be an equal but
opposite impact on the post-tax profit and the
other equity for the year for a 5% (2016. 5%)
strengthen of RMB against HKD.

For a 5% (2016: 5%) weakening of RMB against USD,
there will be an increase in the post-tax profit and
other comprehensive income for the year of
RMB1,303,000 and RMB1,980,000 respectively
(2016: increase RMB588,000 in the post-tax profit)
and there would be an equal but opposite impact
on the post-tax profit and the other equity for the
year for a 5% (2016: 5%) strengthen of RMB against
USD.

For a 5% (2016: 5%) weakening of RMB against EUR,
there will be an increase in the post-tax profit and
other comprehensive income for the year of
RMB1,089,000 and RMB446,000 respectively (2016:
increase RMB1,013,000 in the post-tax profit) and
there would be an equal but opposite impact on
the post-tax profit and the other equity for the year
for a 5% (2016: 5%) strengthen of RMB against EUR.
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47. FINANCIAL INSTRUMENTS (continued)
(b) Market risk (continued)

(i

Interest rate risk management

The Group's fair value interest rate risk relates
primarily to its fixed-rate loan receivable, loan to
associates, fixed-rate bank borrowings, Corporate
Bonds and medium-term notes. The cash flow
interest rate risk of the Group relates primarily to
the restricted bank deposits, bank balances and
cash and variable-rate bank borrowings. The Group
currently does not use any derivative contracts to
hedge its exposure to interest rate risk. However,
management will consider hedging significant
interest rate exposure should the need arise.

The Group's exposures to interest rates on financial
assets and financial liabilities are detailed in the
liquidity risk management section of this note. The
Group's cash flow interest rate risk is mainly
concentrated on the fluctuation of borrowing rates
announced by the People’s Bank of China arising
from the Group’s RMB denominated borrowings.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to interest rates
for financial instruments at the end of the reporting
period. For restricted bank deposits and bank
balances and cash and variable-rate bank
borrowings, the analysis is prepared assuming the
financial instruments outstanding at the end of the
reporting period was outstanding for the whole
year. A 10 basis points increase or decrease in
interest rate on restricted bank deposits and bank
balances and cash and a 27 basis points increase
or decrease in interest rate on variable-rate bank
borrowings are used which represent
management’s assessment of the reasonably
possible changes in interest rates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

47. FINANCIAL INSTRUMENTS (continued)
(b) Market risk (continued)

Q)

(i)

Interest rate risk management (continued)
Sensitivity analysis (continued)

If interest rates had been 10 basis points higher/
lower for restricted bank deposits and bank
balances and cash with all other variables were
held constant, the Group’s post-tax profit for the
year ended 31 December 2017 would increase/
decrease by RMB1,915,000 (2016: RMB836,000).

If interest rates had been 27 basis points higher/
lower for variable-rate bank borrowings with all
other variables held constant, the Group's post-tax
profit for the years ended December 31, 2017
would decrease/increase by approximately
RMB2,901,000 (2016:RMB1,845,000).

Commodity price risk

The Group's commodity price risk refers to the
exposure to fluctuations in the prevailing market
price of lead which are the major raw materials
purchased by the Group. The Group uses
commodity derivative contracts (standard lead
forward contracts in Shanghai Futures Exchange) to
manage its exposure against lead price
fluctuations, the details of which are set out in Note
41.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the Group’s exposure to lead
price risks arising from derivative financial
instruments outstanding at the year end of the
reporting period. It is based on the assumption that
there would be a 5% change in lead forward
contract prices with all other variables held
constant.

If the lead forward contract price had been 5%
higher, the Group's post-tax profit for the year
ended 31 December 2017 would increase by
RMB4,075,000 (2016: decrease by RMB915,000), if
the lead forward contract price had been 5% lower,
there would be an equal and opposite impact on
the post-tax profit.
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47. FINANCIAL INSTRUMENTS (continued)
(c) Credit risk

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

consolidated statement of financial position.

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

Group's credit risk is significantly reduced.

Other than loan receivables as disclosed in Note 25, the
Group has no significant concentration of credit risk on

receivables.

The Group's loan receivables amounting to RMB231,112,000
(2016: RMB273,721,000) (see Note 25 for details) exposed
the Group to concentration of credit risk. The Directors
continue to monitor and assess the financial status of the
counterparties, and they believe the exposure to credit risk
on these receivables is not significant as majority of these
loan receivables are guaranteed and secured, and certain
borrowers also undertook various commitments to enable

the Group to have reasonably protective rights.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

47. FINANCIAL INSTRUMENTS (continued)

©

C))

Credit risk (continued)

The credit risk on bank balances and deposits is limited
because the counter parties are various banks and
financial institutions with good credit ratings in the PRC
and Hong Kong.

Liquidity risk management

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

The Group relies on cash flow from operating activities,
bank borrowings, corporate bonds, medium-term notes
and finance leases as a significant source of liquidity. At
31 December 2017, the Group has available unutilised
short-term bank loan facilities of approximately
RMB355,880,000 (2016: RMB761,830,000).

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities based on the agreed repayment terms. The
table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest
date on which the Group can be required to pay. The
table includes both interest and principal cash flows. To
the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate at the
end of reporting period.
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47. FINANCIAL INSTRUMENTS (continued) 47. ERTIH (&)
(d) Liquidity risk management (continued) (d) HEBMEERKRESIE (&)
Weighted Total
average undiscounted Total
interest on 6 months 6-12 1-2 25 cash carrying
rate demand orless months years years flows amount
g 6f8A RERRS

FORE  EERRE AT 6-128A 128 M55 REAER  HkEE
%  RMBO00  RMB'000  RVB00  RMBO00  RMBO00  RMB'000  RMB'000
ARBTR  ARETR ARETR  ARRTR ARETR  ARBTn  ARWTR

At 31 December 2017 RZ8-tE+ZA=1-A
Non-derivative financial HiEcHaR

liabilities
Fixed-rate bank borrowings EEBEE 4.53 - 2,142,960 576,037 724,368 265467 3708832 3,657,867
Variable-rate bank borrowings  FERTHE 485 - 254,243 339,704 438,727 657,03 1,689,777 1,543,996
Trade payables EREAER 230,846 1,798,455 63,378 76,105 124,531 2,293,315 2,293,315
Bills payable ERZE - 103N - - - 04371 1,001,371
Other payables EftEfsE 61,589 356,313 249,997 - - 668,399 668,399
Amounts due to related parties e R A 2B 13,748 - - - - 13,748 13,748
Corporate Bonds tEEF 8.31 - - 19,365 33,341 451,145 503,851 414,392
Medium-term Notes nEEE 734 = = 35,432 45,500 695,500 776,432 644,298
Obligations under finance leases  BAREEMR 475 - 75,000 - - - 75,000 75,000

306,183 5,668,842 1,283,913 1,318,041 2,193,746 10,770,725 10,352,386

At 31 December 2016 RZ8-AEtZR=1-A
Non-derivative financial HiEcHER

liabilities
Fixec-rate bank borrowings TERORE 450 - 665,105 761,398 49214 104,015 2026732 1,984,037
Variable-rate bank borrowings — FESRIREE 478 - 90,289 189,375 410,540 274441 964,645 946,446
Trade payables EREAER 228,69 1162111 21232 - - 1,652,039 1652039
Bills payable ES = 1,076,491 - - - 1,076,491 1,076,491
Other payables HETE 3988 236,471 234924 - - 511,281 511,281
Amounts due to related parties e EEH 3B 10,358 - - - - 10,358 10,358
Corporate Bonds PEES 831 - - 647,880 - - 647,880 595,287
Obligations under finance leases  REAHEET 475 - 29179 78,642 76,791 - 184,612 175,000

278940 3,259,646 2173451 983545 31845 7074038 6,950,939

The amounts included above for variable interest rate MR RS EN AR E B4 RSB FH %
non-derivative financial liabilities are subject to change if EHHFIERRR - LR B IETES
changes in interest rates differ to those estimates of HEENSER e #
interest rates determined at the end of the reporting
period.
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47. FINANCIAL INSTRUMENTS (continued)
(e) Fairvalue

This note provides information about how the Group
determines fair value of certain financial assets.

The held for trading investments and derivative financial
assets are measured at fair value at the end of each
reporting period. The held for trading investments and
derivative financial assets with carrying value of
approximately RMB2,321,000 and RMB391,000 at 31
December 2017 (31 December 2016: RMB2,178,000 and
RMB18,905,000) was Level 1 measurement.

There were no transfers between Level 1 and 2 during
2017 and 2016.

Fair value of the Group’s financial instruments
that are not measured at fair value on a recurring
basis (but fair value disclosure are required)
Except as detailed in the following table, the Directors
consider that the carrying amounts of financial assets
and financial liabilities recognised in the consolidated
financial statements approximate their fair values:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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At 31 December 2017

R-ZZE—+tHF+=-A=+—H

APIE
B ER A AN TR E T REA
EAATERHER -

FEEBEREMMTESHEERS R
THERENAFEFE - R -F
—tF+-A=1t—8 " REEHA
K #2,321,0007T & A K # 391,000 7T
W EEERENMTECREE(ZT
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2,178,000 7t & A R # 18,905,000 7T ) 4%
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At 31 December 2016
RZZE—RF+-_A=+—H

Carrying Carrying
amount Fair value amount Fair value
BREE AEE FREA ~FEE
RMB’'000 RMB’000 RMB'000 RMB'000
AR®T R AR¥T T ARETIT AREETIT
Financial liabilities &£F&%&
Corporate Bonds and 1 ¥&E% &
interest payable FEATFI B 428,367 440,782 614,970 659,584
Medium-term notes ~ HHAZEIE |
and interest payable  FE{<FI] &, 654,367 656,633 N/A 7~ N/A A3 F
BEREINZBERAD o 2017F8% 213
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48. PLEDGE OF ASSETS 48.
At the end of the reporting period, certain of the Group's
assets were pledged to secure banking facilities granted to the

SEMP

RERERE - AEERRETEERER
RITETFAKBRITEENEN - REHRE
HIERE - ARBCEWEENAREEN

Group. The aggregate carrying amount of the assets of the
Group pledged at the end of each of the reporting periods is as

T

follows:
2017 2016
—B—+F NS
RMB’000 RMB'000
ARETRT ARETT
Buildings EF 600,056 410,621
Land use rights 3 b A 212,408 28,301
Plant and machinery R K i 22 255,283 -
Bills receivable eSS 1,005,960 811,109
Restricted bank deposits ZRRHISRITIEER 1,052,383 526,778
49. OPERATING LEASES . KREHE
The Group as lessee REBERAMA
2017 2016
—E—tF —E—RF
RMB’000 RMB'000
ARETT ARETIT
Minimum lease payments paid for the year RFERIBIEMELLHE
under operating leases for premises BAHREEERN K 12,986 8,565
At the end of the reporting period, the Group had RMERLERE - AEBERBETITRELE
commitments for future minimum lease payments under non- ME R T 32t BA 1 i 8 R SR S AR AR & A /0
cancellable operating leases which fall due as follows: NN
2017 2016
—ZE—+tF ZE—RF
RMB’000 RMB'000
ARETT ARETTT
Within one year —FR 3,783 4,991
In the second to fifth year, inclusive E_ZERF(RREEREME) 6,477 5719
10,260 10,710

Operating lease payments represent rentals payable by the
Group for certain of its properties. Leases are negotiated for
terms of 2 to 5 years.
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49.

50.

51.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

OPERATING LEASES (continued)

The Group as lessor

Property rental income earned for the year ended 31
December 2017 was approximately RMB18,654,000 (2016:
RMB5,243,000). The properties held has committed tenants up
t0 2018 and 2021 respectively.

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

49.
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RETRE (E)

REBERBMEA
HE_ZT—tFt+t-_A=+—RHILFE Y
¥HES WAL B ARE18,654,000T (=
— N4 AR¥5,243,0007T) c BN YE
BERFEEAM  2REE_ZE—N\FE_F
Z—%lk-

RS BERE - AEBEBS Tl ARK
RIEBEEMNKFTOWT

2017 2016
S+ —E—RF
RMB’000 RMB'000
ARETT ARETT
Within one year —FER 3,629 3,507
In the second to fifth year, inclusive F_EERLF (BEERME) 5,256 5,270
8,885 8,777
CAPITAL COMMITMENTS 50. ERAIE
2017 2016
—E—tF —E—RE
RMB’'000 RMB'000
AR®T T ARET T
Contracted but not provided for: BRTHB RS -
— acquisition of property, — WY - BB REE
plant and equipment 142,204 245,647
— acquisition of intangible asset — WEEREE 7,803 -
— capital contribution to associates — AEERAREE 39,028 19,000
— capital contribution to a joint venture —RA—RKEELETE 12,800 -

CONTINGENT LIABILITIES

The Group provided guarantees to bank loans of third parties
amounting to RMB8&,000,000 at 31 December 2017 (31
December 2016: nil). At the end of the reporting period, the
Directors do not consider it probable that claims will be made
against the Group under these guarantees.

51.
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52. ACQUISITION OF ASSETS THROUGH
ACQUISITION OF SUBSIDIARIES

@

On 1 July 2017, Chaowei Power entered into an equity
exchange cooperative agreement (the “Agreement”) with
Song Xuecheng, an independent third party of the Group
and Song Wei (a person acting in concert with Song
Xuecheng), pursuant to which the Group agreed to
dispose 39% equity interest in Jiangsu Chaowei, and
together with a cash consideration of RMB30,000,000, to
acquire 61% equity interests in Yangzhou Huaxiang, a
company engaged in lead-acid battery recycling and lead
production. In late July 2017, pursuant to the agreement
between Chaowei Power and Zhang Yongxuan, a non-
controlling shareholder of one of the Company’s
subsidiary, Chaowei Power agreed to sell 10% equity
interests in Yangzhou Huaxiang to Zhang Yongxuan at a
consideration of RMB21,452,000. Upon completion of the
two transactions, Chaowei Power holds 51% equity
interests in Jiangsu Chaowei. Pursuant to the Agreement,
(i) the boards of directors of Jiangsu Chaowei and
Yangzhou Huaxiang comprise 5 directors respectively, 3
of which are appointed by Chaowei Power, 2 of which
are appointed by Song Xuecheng; and (i) decisions shall
be voted by majority in the board meetings of Jiangsu
Chaowei and Yangzhou Huaxiang. As Chaowei Power
holds majority in the board of directors of these two
companies and is able to exercise control over Jiangsu
Chaowei and Yangzhou Huaxiang, Jiangsu Chaowei
remained as a subsidiary and Yangzhou Huaxiang
became a subsidiary of the Company.

On 31 August 2017, the Group acquired a 51% equity
interest in Guangxi Xinfeng New Energy Technology Co.,
Ltd. ("Guangxi Xinfeng"”) from an independent third party
of the Group at a cash consideration of RMB51,000,000.

Prior to the acquisition by Chaowei Power, Yangzhou Huaxiang
was engaged in leasing of its plant and facilities to third parties
for earning of rental income. After the acquisition, Yangzhou
Huaxiang changed its principal activities to lead-acid battery
recycling and lead production. Guangxi Xinfeng is under set up
stage and will be engaged in manufacturing and sales of
motive batteries. They were acquired by the Group so as to
continue the expansion of the Group’s motive batteries
operations, to obtain a stable supply of quality lead thus
improving the quality of the Group’s motive batteries and
satisfying the need for the Group’s business development.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

52. ACQUISITION OF ASSETS THROUGH

ACQUISITION OF SUBSIDIARIES (continued)

The acquisitions have been accounted for as acquisition of
assets and liabilities as each of the acquired subsidiary does
not constitute a business. The effect of the acquisition is

summarised as follows:

52.
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RBUEMELASINEEE (&)
WREEHKBEEERABAR  HABHRK

BEE I 2 R TR AR 275 o W R B 2 5
W

Yangzhou Guangxi

Huaxiang Xinfeng Total
BMER ErEiE st

RMB'000 RMB’000 RMB’000
ARBTT ARMTRE ARETR

Assets acquired and liabilities
recognised at the date of
acquisition:

REBRBBBNEER

BRANEE:

Property, plant and equipment ME - BEKEE 193,164 70,748 263,912
Prepaid lease payments A HEERIE 26,131 37,328 63,459
Deposit paid for acquisition of PLUEEME - BB KRB
property, plant and equipment Fiftize - 12,477 12,477
Intangible assets mEEE 184,199 - 184,199
Prepayments and other receivables A kIR I H At FE U SRR 21,336 5,061 26,397
Bank balances and cash RITHEBREIA 2,497 2,529 5,026
Other current assets B mEEE 68,299 63 68,362
Other current liabilities HitmgasE (140,099) (28,206) (168,305)
Bank borrowings RITIEE (141,000) = (141,000)
Net assets acquired WIBEEFE 214,527 100,000 314,527
Less: non-controlling interests o IEIERR R (105,118) (49,000) (154,118)
Total consideration HRE 109,409 51,000 160,409
Total consideration satisfied by: #AREUTHREHEN :
Fair value of 39% equity interest — R B2 7] 39% A& 1
in a subsidiary ZAYE 100,861 - 100,861
Cash B4 8,548 51,000 59,548
Net cash outflow arising WBELERSRHFEE
on acquisition:
Cash consideration paid ONESKRE 8,548 51,000 59,548
Less: cash and cash equivalents B FTWER S RIESE
acquired ()] (2,497) (2,529 (5,026)
6,051 48,471 54,522
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

53. RELATED PARTY TRANSACTIONS
(a) Name and relationship with related parties

Name
=1

53. RBARS
(@) RIS SiERRIER

Relationship
&

Henan Yifeng Electric Bikes Manufacturing Co., Ltd.*
("Henan Yifeng")
Az EBEEEEFR AR ([JARIZIE])

Henan Yilin Commerce & Trade Co., Ltd.*(“Henan Yilin")
TAEEBIEMEBEER AR (DR IZAR])

Henan Gaoyuan Aluminum Development Co., Ltd.*
(“Henan Gaoyuan”)
R EERARAR(DIESE])

Moll
Moll

Fei Fang
JET

Zhejiang Pulangte
AL BA%r

Zhejiang Yige (Note)
WL =/ (B EE)

Wu Rongliang
RER

Zhang Yongxuan
SR EF

Kai Mingmin
FEAB

Qian Haichun
=8E

Guo Yonglang

FBAARB
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Controlled by non-controlling shareholder
of Henan Chaowei
7] 7R B ) SR 45 R AR SR BT 4%

Controlled by Henan Yifeng
A 78 Uiz, 1 P 422 )

Controlled by non-controlling shareholder
of Henan Chaowei
7] 7R R ) SR 45 AR AR BR P4 1

Associate

YN

Associate

BEAF

Joint venture
aEE

Associate
i ElNE]

Non-controlling shareholder of Anhui Yongheng
ZHOKERIEERR R

Non-controlling shareholder of Jiangsu Yongda
TLER K ERFEERAR R

Non-controlling shareholder of Zhejiang Changxing

Jintaiyang
AL R E & KSR IEEARAR R

Non-controlling shareholder of Anhui Chaowei
2 B B R AR AR ER

Non-controlling shareholder of Golden Chaowei
and Golden Chaowei PRC
B HBREL N & AR B ) IEE AR R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

53. RELATED PARTY TRANSACTIONS (continued)

(a) Name and relationship with related parties
(continued)

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

53. BIBIA X5 ()
(q) RBEHTS &8 R2RDIR ()

Name Relationship

28 [22RE

Chen Liwei Non-controlling shareholder of Beijing Chuangyuan
Wanwei Power Technology Co., Ltd.*

PR FI(E I REITTE AR B R A R #I FFEARAR R

Ke Ke Non-controlling shareholder of Chaowei
Chuangyuan

5 HREL BT R IR AR AR R

Song Wentao Non-controlling shareholder of Chaowei
Chuangyuan

RIE BBl T Y FEE AR AR R

Zhejiang Doulan Intelligent Equipment Co., Ltd.*
(“Zhejiang Doulan”)
AL ERE S Re R B BRR AR (DT ER 1)

Xiamen Mate High-Tech New Power Co., Ltd.*
("Xiamen Mate")
EFEEREFEERERAR ([EMSERE])

Zhejiang Yuanli

AT A

Hangzhou Xinglianxing Network Technology Co., Ltd.*
("Xing Lian Xing")

MMEZE2YHBRAERAR(EEL])

Suzhou Honggi Yeyi Electronic Technology Co., Ltd.*

("Suzhou Honggi")
EMNGAR R BEEFRIEAR AT ([#IMNBAR)

Qian Mengyun

EhE

b

Controlled by Zhou Mingming
JE ER BA P 22 il
Controlled by Zhou Mingming
JEFR A AR

Associate

& AN\

iR/
Associate
i l/NE]

Non-controlling shareholder of Suzhou
Xinan Electronic Technology Co., Ltd.*
HME LB FRRBR R AH) FEZERARR

Non-controlling shareholder of Tianjin Hongwei
Intelligent Energy Technology Co., Ltd.*
(“Tianjin Hongwei")

RABFAEE BRI AR A B ([ RZFAE)
BV FEFE AR AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

53. RELATED PARTY TRANSACTIONS (continued)
(a) Name and relationship with related parties
(continued)

53. FBAX% (&)
(o) FABtH&iEKEIR ()

Name Relationship

=y 2fE

Song Xuecheng Non-controlling shareholder of Yangzhou Huaxiang

RERK BN ERE IR

Sun Shidong Non-controlling shareholder of Tianjin Hongwei

BRL® Rk SR 15 AR AR 3R

Fu Dongyu Non-controlling shareholder of Guangxi Xinfeng

HRE B PR EE 2 IR ER

Fu Fayou Non-controlling shareholder of Guangxi Xinfeng

BER LTtk $23: 0P 32l

Hu Tiebo Non-controlling shareholder of Changxing Jujiu
Plastic Co., Ltd.*

FABIR REEARBGR QA FEERR

Qingyang County Qichun Ecological Manor Co., .Ltd.*
("Qingyang Qichun”)

SEREEEREEARAR(EEEER])

Yang Fagen

AR

Zhan Yong

EE

Chai Zzhan'an
eER
Ma Wenging
BxXE

Li Qinpo

THE

Note: The Group disposed of its entire equity interest in Zhejiang Yige in
July 2017 and Zhejiang Yige ceased to be the related parties of the

Group since then.

* The English names of these companies are for reference only and
have not been registered.
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Controlled by Fang Jianjun
T3 B T

Non-controlling shareholder of Zhejiang Chuli
Energy Technology Co., Ltd.*
AL D BeRRHR A R A FR FEEARAR R

Non-controlling shareholder of Fujian Tici
Energy Technology Co., Ltd.*
REBREEREHR AR R 7 H) JEEE R AR

Non-controlling shareholder of Henan Zhengxiao
A A IE A FEE AR AR 3R

Non-controlling shareholder of Henan Zhengxiao
7] LE e R AR AR 3R

Non-controlling shareholder of Henan Zhengxiao
VI A IE AR A AR AR AR AR
Wt ZEBR-F—+FLAHEERNIE
FTE) 2 EARAKE - BULIT SATAERAE
JE ol L v

* ZERARX A ERSZ B AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

53. RELATED PARTY TRANSACTIONS (continued)

(b) The Group has entered into the following significant
transactions with its related parties during both years:

53.

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

Rl X% (&)
(b) 75 854 A 14 & P S L R 7 2T 7
THEARS :

2017 2016
—E—tF —E—REF
RMB’000 RMB'000
ARBT T ARETFT
Sales of goods HEEm
— Henan Yilin — A Iz AR 11,836 1,846
— Zhejiang Pulangte — T R 15 138
— Zhejiang Yige —WIEM 4,912 18,354
— Zhejiang Yuanli — IR 4 -
— Xing Lian Xing —EEE 3,419 -
20,186 20,338
Purchase of materials BEME
— Xiamen Mate —EMER 801 13,980
— Zhejiang Yige —WIEM = 3,786
— Henan Gaoyuan — UEEE 30 46
— Henan Yifeng — Az IE 17 -
— Zhejiang Doulan — ISR 17,011 13,169
— Suzhou Honggji — BRI BARR 666 -
18,525 30,981
Income earned by the Group from NEEREHEERD
provision of rental services BRER A A
— MOLL — MOLL 4,403 1,465

BRBNIZBERAT o 2017FH% 221
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

53. RELATED PARTY TRANSACTIONS (continued) 53. Rt A7 (&)
(c) Balances with related parties (c) RABtA e
2017 2016
—E—tF —T-RF
RMB’'000 RMB'000
ARET T ARETT
Amounts due from related parties: FE s BB 7 5RIE
Trade nature HHHE
Controlled by zhou Mingming JEIB B BT 5 %
— Zhejiang Doulan — TR 3,702 6,744
— Xiamen Mate —EFER 185 -
Joint venture: B
— Zhejiang Pulangte — T EERR 2,459 29
Associate: A l/N=T
— Zhejiang Yige —WIEM = 21,134
Controlled by non-controlling FEFERR AR B AT E 1
shareholder
— Henan Yilin — A FUZ AR 11,551 =
Non-trade nature FEHMHEE
Non-controlling shareholder FEPERR R
— Chen Liwei — BRFIE 700 908
— GUo Yonglang — SRk 2,000 600
—Ke Ke — 5 500 500
— Song Wentao — RXE - 200
— Zhang Yongxuan — 9ROKEF 21,452 28,000
— Kai Mingmin — FAK 8,600 4,600
— Qian Haichun —Be& 10,000 5,000
— Qian Mengyun —EHE 1,911 -
— Song Xuecheng — REpK 10,000 =
— Chai Zhan'an — A% 1,000 -
— Li Qinpo —FHFE 1,000 -
— Ma Wenging —BXE 1,000 -
— Yang Fagen — ZER 1,000 -
Joint venture a1
— Zhejiang Pulangte — I EBAR 107,641 800
Associate i AVNE|
— Xing Lian Xing —REER 13,000 -
— Zhejiang Yuanli — IR A 300 -
— Zhejiang Yige — IEMN - 28,023
Total AT 198,001 96,538

The non-trade balances due from related parties were
denominated in RMB, unsecured, interest free and

repayable on demand.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

53. RELATED PARTY TRANSACTIONS (continued)  53. RIE(/SR5 (&)

(c) Balances with related parties (continued) (c) FABEFREER ()

2017 2016
ZE—+F —E—RE
RMB’'000 RMB’000
ARBT T ARETT

Loan to associates (Note 22): M E R R B (MiFF22) -
— MOLL — MOLL 8,925 12,987
— Fei Fang — 3R 40,170 -
Total st 49,095 12,987

Loan receivables (Note 25); R E TR (FRE25) ¢

— MOLL — MOLL 13,787 12,911
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

53. RELATED PARTY TRANSACTIONS (continued)  53. RIEiAR 5 (&)

(c) Balances with related parties (continued) (c) FABETREER ()
2017 2016
—E—tF —E—RF
RMB’000 RMB'000
ARET R ARETT
Amounts due to related parties: FET AR 5 5RO -
Trade nature BH4HE
controlled by non-controlling FEFERR AR R ATHEE
shareholder
— Henan Gaoyuan — UEEE 1 20
— Henan Yilin — AR - 298
— Henan Yifeng — A E Iz 16 -
Controlled by Zhou Mingming JEIBHER AT 12 1]
— Xiamen Mate —EMER 3,472 3,204
— Zhejiang Doulan — IS 5,950 1,866
Associate: BEAA -
— Zhejiang Yuanli — IR A 6 -
— Zhejiang Yige — I EM = 4,430
Non-controlling shareholder: FEPERAR R -
— Suzhou Honggi — RN BARR 139 -
Controlled by non-executive director:  FEH7TEFF1EE -
— Qingyang Qichun —5BEE 79 -
Non-trade nature HFEHHE
Non-controlling shareholder: FEFERR AR R AT
— Guo Yonglang — SRk 128 160
— Kai Mingmin — FRA&K - 80
— Qian Haichun —EeE 300 300
— Fu Dongyu —EBRE 1,661 -
— Fu Fayou —EBER 150 -
— Hu Tiebo — AR 430 -
— Yang Fagen — AR 383 =
— Zhan Yong —EB 1,012 -
— Chen Liwei — AR 21 -
Total HEt 13,748 10,358
All amounts due to relate parties were denominated in Fii 78 FEAST BEESE 5 RO SR IEAA REEETHE -
RMB, unsecured, interest free and to be settled on BEEIT - B NAREREE -
demand.
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53.

54.

55.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RELATED PARTY TRANSACTIONS (continued)
(d) Compensation of key management

53.

#n © 81 15 ¥R R By 5

For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

RIS 3553 ()
(d) TEEBASHHE

scheme.

personnel
2017 2016
—g—tf5  —EFAF
RMB’'000 RMB'000
ARBT T ARET T
Short term employee benefits MHEES R 7,166 8,327
Retirement benefits scheme R FIET B
contributions 27 60
7,193 8,387
RETIREMENT BENEFITS SCHEME 54, Riff@mlstSI{HE R
CONTRIBUTIONS
The employees of the Company’s PRC subsidiaries are RRARFEMBARNES A HBNER
members of the state-managed retirement benefits scheme BB ZGRNEAFT MUK B o 2D T Bl
operated by the PRC government. The Company’s PRC BARBEREEHSE TEDLLMZENRE
subsidiaries are required to contribute a certain percentage of FIFT B AEREBRE S - AEBEEHEIK
their employees’ payroll to the retirement benefits scheme to BRFEINE —EXEAREBEZTEEL TS
fund the benefits. The only obligation of the Group with respect HR - ERNIEEEFAELHFEMI8%E
to the retirement benefits scheme is to make the required 20%&TH
contributions under the scheme which are calculated based on
18% to 20% of the employee’s basic salaries during the year.
In accordance with the relevant mandatory provident fund laws AEERBERABENT SR EAES AN &
and regulations of Hong Kong, the Group operates a Mandatory B BAIBEEEBRNEBEBRY —THR
Provident Fund scheme (“MPF Scheme”) for all qualifying Hong FIMEATEETE([BEeTE ) - 5EEE
Kong employees. The assets of the scheme are held separately HAEEEESFAFE  THBEYRESR
from those of the Group and under the control of an HFEEREIR - RIERBSFEINAR - &
independent MPF service provider. Under the rules of the MPF FRERESBAKANIEENL RMAZE
Scheme, the employer and its employees are each required to St - AEEHBRESHENE—TREAR
make contributions to the scheme at rates specified in the BRZATEIVE L T RO 3K ©
rules. The only obligation of the Group in respect of the MPF
Scheme is to make the required contributions under the
MAJOR NON-CASH TRANSACTION 55. F2HRERS

During the year, the Group recovered RMB36,000,000 of loan
receivables by means of offsetting a trade payable to Chisen
Electric.

FR - AKRENEKHEENSEERESKRA
# 77 2\ UK [B] 78 W & 35k A R 36,000,000 7T ©
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For the year ended 31 December 2017
BE_Z—+tF+_A=+—HLFE

56. INFORMATION ABOUT THE STATEMENT OF 56. FERITN A 581 FE 4R = TR £ 1 5

FINANCIAL POSITION AND RESERVE
MOVEMENTS OF THE COMPANY
Information about the statement of financial position of the

e

RS RERE - BRAARRMBARRNKH

Company at the end of the reporting period includes: BRI
2017 2016
—E—+F NS
RMB’000 RMB'000
AR®T T ARET T
NON-CURRENT ASSETS FREBEE
Office equipment F TN = 10
Investment in subsidiaries R B RRIMIRE 302,492 302,490
Amounts due from subsidiaries i = NGIE S 379,058 244,108
681,550 546,608
CURRENT ASSETS RENEE
Prepayments and other receivables TE S FRIE & B Ath E W R IE 7,038 7,069
Held for trading investments BIEEBEKRE 2,321 2,178
Loan receivable EUIRE K 4,608 =
Amounts due from subsidiaries RIS NGIE e 38,846 29,996
Bank balances and cash RITHEBRIRE 30,124 20,089
82,937 59,332
CURRENT LIABILITIES REBAE
Other payables E T RIR 2,703 3,391
Short term loans REER 160,825 51,135
163,528 54,526
NET CURRENT (LIABILITIES) ASSETS RBEE(BE)FE (80,591) 4,806
TOTAL ASSETS LESS CURRENT LIABILITIES HEERRBES 600,959 551,414
CAPITAL AND RESERVES ERRHE
Share capital R A 74,961 74,961
Reserves s 513,756 464,125
TOTAL EQUITY R 588,717 539,086
NON-CURRENT LIABILITIES FRBERE
Amounts due to subsidiaries FEAHI B A Bl ZUIA 12,242 12,328
600,959 551,414
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For the year ended 31 December 2017
HE_ZT—+F+_A=+—HLFE

56. INFORMATION ABOUT THE STATEMENT OF 56. BERITKA S M HE IR IR 5 % ok 1 42

57.

FINANCIAL POSITION AND RESERVE & (48)
MOVEMENTS OF THE COMPANY (continued)
Convertible
bonds
Share Share equity Retained
capital premium reserve earnings Total
R ES
R B3R E e {REEFI8 et
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
ARETFT ARBTT ARBTT AREBTIT ARETR
At 1 January 2016 RN-T—RE
—H—H 69,320 77,596 29,680 158,027 334,623
Loss and total FREER
comprehensive FHASBE
expense for the year - - - (11,818) (11,818)
Dividend paid to owners B ZAZAR
of the Company BEAEARS = - - (99,385) (99,385)
Issue of shares upon IR EHE
conversion of BTG
convertible bonds 5,641 339,705 (29,680) = 315,666
At 31 December 2016 RZE—RF
+ZA=+—8 74,961 417,301 = 46,824 539,086
Profit and total FRFER
comprehensive E N L
income for the year - - - 124,969 124,969
Dividend paid to owners  BATARATIES A
of the Company 85! = = = (75,338) (75,338)
At 31 December 2017 NZZE—+F
+=-A=+—8 74,961 417,301 = 96,455 588,717

EVENT AFTER THE REPORTING PERIOD
On 20 February 2018, the Company entered into the
subscription agreements with six subscribers, respectively,
each an independent third party, pursuant to which the
Company has conditionally agreed to allot and issue, and the
subscribers have conditionally agreed to subscribe for, the
subscription shares at a subscription price of HKD4.48 per
subscription share. The subscribers will subscribe for an

aggregate of 132,000,000 subscription shares.

57. I[REHESIA

BREMNIERBRAT o 2017 FR

RZE—N\F_A=-+H ARFHEIER
BAMAEBIYE=%) DRI LRERHZ
Bt AR BIEHER B RET(RE
ANEIEERERE) RERG
SRR 44875 TT - RBAGE HRE
132,000,000 A% R8BI 1D ©
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FINANCIAL SUMMARY

87 15 & il itk =2

The following table summarizes the consolidated results, assets and
liabilities of the Group for the five years ended 31 December:

TRV AKEREBET _A=1t—HILAOEF

EHGERE BERBBRAME -

2017 2016 2015 2014 2013
—E—+F —T-RE —ET-HF —T@OF —T-=F
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETRT AREFT ARETT ARETT ARETH
Results ES
Revenue WA 24,654,011 21,454,756 18,870,205 18,187,060 14,973,221
Profit before taxation BREE BT FIE 635,639 705,070 545,872 73,355 501,716
Taxation HiE (163,755) (86,012) (57,866) (35,067) (113,179)
Profit for the year FRFIE 471,884 619,058 488,006 38,288 388,537
Profit attributable to RS
non-controlling interests JE 15 1) 17,068 115,262 156,337 67,243 78,299
Profit/(loss) attributable to RRABHER AER
owners of the Company FIE,/(B18) 454,816 503,796 331,669 (28,955) 310,238
Assets BE
Non-current assets FREEE 6,449,075 5,160,473 4,828,265 4,142,232 3,598,945
Current assets REEE 10,556,702 7,825,684 5,938,855 5,303,859 4,425,544
Total assets WEE 17,005,777 12,986,157 10,767,120 9,446,091 8,024,489
Liabilities =1
Non-current liabilities FREEE (3,343,865)| (1,590,731)  (2,032,748)  (1,276,630) (1,341,543
Current liabilities mEAE (8,974,472)| (7,244,005)  (5418,840) (5,388,135  (3,835,533)
Total liabilities BAEE (12,318,337)| (8,834,736)  (7.451,588) (6,664,765  (5,177,076)
Capital and reserves BEAR %
Equity attributable to owners of /NI 2= DN
the Company JEERER 3,672,614 3,302,964 2,584,640 2,206,270 2,328,174
Non-controlling interests RS 1,014,826 848,457 730,892 575,056 519,239
Total Equity B 4,687,440 4.151,421 3,315,532 2,781,326 2,847 413
Current ratio (current assets/ TEHER(RBEE/
current liabilities) mBAE) 1.18 1.08 1.10 0.98 1.15
Gearing ratio (total bank BEAREELE (BRI
borrowings, short term financing BE RERERE -
notes, medium-term notes, THZRE  CEEER
corporate bonds and convertible R ESEE)
bonds/total assets) 37% 29% 31% 41% 36%

The results of the Group for the financial year ended 31 December
2017 and its assets and liabilities as at 31 December 2017 are set
forth on pages 84 to 227, and are presented on the basis set out in
note 1 to the consolidated financial statements.
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