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Corporate Profile

China Zhongwang Holdings Limited (the “Company”, together with its subsidiaries,
the “Group”), is the second largest industrial aluminium extrusion product
developer and manufacturer in the world and the largest in Asia’. On 8 May 2009,
the Company (stock code: 01333) was successfully listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The Group has been
primarily focusing on the light-weight development in the ecological construction,
transportation, machinery and equipment and electric power engineering
downstream sectors through the provision of quality fabricated aluminium
products.

The Group was founded in 1993 with its headquarters based in Liaoning Province,
China, and is now mainly engaged in aluminium extrusion and deep processing
businesses. The Group currently has over 90 aluminium extrusion production
lines, including 22 production lines of large-scale aluminium extrusion presses of
75MN or above. Meanwhile, the Group has also built a world-leading aluminium
tilt smelting and casting facility which is ancillary to the extrusion production
lines, as well as the largest customised industrial aluminium extrusion product die
design and manufacturing centre in Asia. The Group has a professional research
and development (“"R&D") team and was certified by the Chinese government as
a "State Accredited Enterprise Technology Centre”, a “State CNAS Laboratory”
and an “Aviation and Rail Transit Aluminium Processing Technology National-
local Collaborated Research Centre”. The Group’s unigue core competitiveness
in the industry lies in the comprehensive strength of its four-in-one model, i.e.
the integration of smelting and casting, die design, advanced equipment and R&D
capability all under one roof.

In order to further enhance its industry chain, the Group is currently developing the
high value-added aluminium flat rolling project in Tianjin, the first production line of
which is now in operation. Upon completion, the project will become the world’s
largest one-time planning, and the most advanced aluminium flat rolling production
base with state-of-the-art equipment. Furthermore, it will become the Group's third
core business complementary to and resources sharing with the existing aluminium
extrusion and deep processing businesses and thereby achieving synergies.

Looking forward, the Group will continue to be committed to the R&D and manufacture
of high-end aluminium alloy products and focus on light-weight development in the
ecological construction, transportation, machinery and equipment and electric power
engineering sectors that aims at reducing energy consumption and facilitating low
carbon emission. The Group will actively seek to maintain its leading edge in the
aluminium extrusion sector, extend its reach to the high-end aluminium flat rolling
business and develop aluminium deep processing technologies, working relentlessly to
become a leading integrated light-weight solutions provider.

For further information on the Group, please visit our website at www.zhongwang.com.

1 Rankings and relevant information relating to aluminium extrusion product manufacturers in the world are cited
from a report prepared by Beijing Antaike Information Co., Ltd. dated June 2017.
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2017 2016
RMB’000 RMB’000
Revenue 19,458,826 16,695,543
Gross profit 6,348,579 6,288,378
EBITDA (Note 1) 6,856,350 5,366,267
Profit for the year 3,868,195 2,907,159
Earnings per share (RMB) (Note 2) 0.50 0.41
Final dividend per share (HKD) 0.15 0.10
Full year dividend per share (HKD) 0.25 0.21
Bank balances, financial products and cash (Note 3) 13,574,912 14,515,720
Total equity attributable to equity shareholders of the Company 30,487,891 28,015,902
Current ratio (Note 4) 1.05 1.26
Inventory turnover in days (Note 5) 153 124
Trade receivable turnover in days (Note 6) 93 36
Trade payable turnover in days (Note 7) 187 176
Gross margin 32.6% 37.7%
Gearing ratio (Note 8) 63.8% 57.0%
Revenue composition — by business
Aluminium extrusion business 87.9% 85.3%
Aluminium flat rolling business 8.2% —
Deep processing business 3.7% 14.6%
Others 0.2% 0.1%
Gross profit composition — by business
Aluminium extrusion business 95.8% 83.2%
Aluminium flat rolling business 2.9% —
Deep processing business 0.7% 16.5%
Others 0.6% 0.3%
Notes:

N

o oA W

EBITDA = profit before taxation + finance costs + amortisation of prepaid lease payments+depreciation of property, plant and equipment + amortisation of other intangible
assets

Earnings per share is calculated based on the profit attributable to equity shareholders of the Company for each of the years ended 31 December 2017 and 2016 and on the
weighted average number of ordinary shares, convertible preference shares and share options during that year.

Bank balances, financial products and cash = cash and cash equivalents + short-term deposits + pledged bank deposits + available-for-sale financial assets

Current ratio = current assets/current liabilities

Inventory turnover in days = 365* ((inventory balance at the beginning of the year + inventory balance at the end of the year)/2)/cost of sales for the year

Trade receivable turnover in days = 365* ((trade and bills receivables balance at the beginning of the year + trade and bills receivables balance at the end of the year)/2)/sales
for the year

Trade payable turnover in days = 365* ((trade and bills payables balance at the beginning of the year + trade and bills payables balance at the end of the year)/2)/cost of
sales for the year, excluding the non-production trade purchase

Gearing ratio = total liabilities/total assets* 100%
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Gross Profit
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Corporate Milestones

# China Zhongwang acquired Silver Yachts, a superyacht

builder.
# The Tianjin-based flat rolling project passed the #! One of the two ultra-large 225MN extrusion presses
accreditation from Lloyd’s Register of Shipping (LR). commenced commercial production.

i The first production line in the Tianjin-based flat rolling
project commenced commercial production.

¥ The Tianjin-based flat rolling project passed the
accreditation of the International Railway Industry

Standard (IRIS). # China Zhongwang acquired Alunna, the well-established
+# The Group's production project of high-performance German aluminium extrusion maker with a century of
aluminium structural materials for high-speed rail history, completing its first ever overseas acquisition.

chassis, which is a national-level project, passed
completion check.




Chairman’s Statement

Every improvement to the Group’s product
miX is the result of the endeavour of our
R&D team that pursues excellence in
product quality, a team who leverage
their bountiful experience to turn
good into better while translating their
industry knowhow to new possibilities for
aluminium application.

Lu Changging
Chairman
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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) of China Zhongwang Holdings Limited (“China
Zhongwang” or the “Company”, together with its subsidiaries,
the “Group”), | am pleased to present the annual report on
the audited results for the year ended 31 December 2017 (the
“Year under Review") for your perusal.

In 2017, China’s economy maintained a sound momentum,
facilitated by the strong domestic demand and the
adoption of a loose macro-economic policy. The effective
implementation of the supply-side structural reform
accelerated a healthy development spanning the upstream
and downstream along the aluminium industry chain.
New applications of aluminium have been springing up,
particularly in the high-end sectors, such as ecological
construction, transportation and machinery and equipment.
With foresight, the Group has been well-prepared in advance
in terms of research and development (R&D) as well as
production capacity for first-mover advantages, and achieved
satisfactory performance in the Year under Review.

Performance Review

By firmly adhering to the strategy of “focusing primarily on
China and to a lesser extent on the overseas”, the Group
gained important achievements in, among others, product
mix, business planning and market exploration. During the
Year under Review, the overall sales volume of the Group
was approximately 737,366 tonnes, maintaining at a similar
level in 2016. The increase in average selling price driven by
high value-added products significantly boosted the total
revenue of the Group by 16.6% to approximately RMB19.46
billion. Profit for the year rose considerably by 33.1% to
approximately RMB3.87 billion. Earnings per share was
approximately RMB0.50. Overall gross margin was 32.6%.
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To reward our shareholders, the Board has proposed a
final dividend of HKDO.15 per share for the year ended
31 December 2017. Together with an interim dividend of
HKDO.10 per share for the six months ended 30 June 2017,
dividend for the year totalled HKDO.25 per share, equivalent
to an annual dividend payout ratio of approximately 41.2%.

Ooptimising product mix with a focus
on integrated light-weight solutions

The increasing environmental consciousness among a wide
range of industries has facilitated the extensive application of
aluminium alloy, an ecological material. The Group’s design
capability and production techniques in promoting materials
upgrade have not only improved our customers’ knowledge
in the application of aluminium, but also enhanced the
R&D efficiency, thus ensuring a win-win cooperation. The
Group has offered a diverse high-end product portfolio by
fully leveraging its advantages, transforming itself into an
integrated light-weight solutions provider through unremitting
optimisation of the product mix.

The aluminium alloy formwork launched by the Group in
the Year under Review gained prominence and achieved
great success. The Group’s aluminium alloy formwork was
an upgrade version in terms of appearance, performance
and fabricating techniques, it was built on conventional
products with the features of enhanced quality, durability
and construction efficiency as well as lower costs. The light-
weight solution provides customers with one-stop services
covering design, production and after-sales services,
therefore receiving excellent market response and becoming
a preferred cooperation model between the Group and
the customers. Such cooperation model has also been
applied in developing automotive light-weight solutions
with automakers as well as formulating materials upgrade
solutions with manufacturing enterprises.

Annual Report 2017

Diversifying industry chain extension
to gain flexibility in response to
market demands

Mid-to-high end application of aluminium has been gaining
larger proportion in the overall aluminium consumption in
China, notably in the aluminium extruded and flat-rolled
products. In recent years, the Group launched a number
of initiatives to develop the two businesses and has seen
positive progress. The newly purchased extrusion presses
are being installed in phases, which is expected to further
increase the overall production capacity upon its full
operation. Meanwhile, the Tianjin-based aluminium flat rolling
project has partially commenced commercial production.
Upon completion, the project will become the world’s largest
top-notch green aluminium flat rolling production base
with state-of-the-art equipment, unveiling the new flagship
in aluminium fabrication industry in China and the world.
In addition, the Group has been identifying locations with
concentration of downstream customers for new business
opportunities, in response to the changing structure of
customer base, so as to provide the customers with the most
effective and comprehensive services as part of integrated
light-weight solutions.

Gaining synergistic advancements
through successive overseas
acquisitions

The Group turned a new chapter in its international
expansion strategy with its first two overseas acquisitions
completed in 2017. The acquisition of Aluminiumwerk
Unna AG. (“Alunna”), a high-end seamless aluminium tubes
manufacturer, will accelerate the Group’s development
in high-end aluminium applications in, among others,
aviation and automotive industries. In the meantime, the
Group has directly tapped into the downstream end-use
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manufacturing in the marine sector with the acquisition of
Silver Yachts Ltd. (“Silver Yachts”), the Australia-based large-
scale all-aluminium superyacht builder. The businesses of
the above two companies are highly complementary to the
Group’s existing businesses, therefore will create a mutually
beneficial situation for all parties upon the synergies derived
from the acquisitions. At present, the reorganisation and
consolidation after the acquisitions are underway smoothly.
The freshly joined members will inject new and strong vitality
into the Group's long-term sustainable development. With
a further diversified product portfolio and further fortified
comprehensive strength, the Group is set to embark on a

new journey.

Being “smart” — as a pioneer in
constant innovation

Change in quantity leads to change in quality. Every
improvement to the Group’s product mix is the result of
the endeavour of our R&D team that pursues excellence
in product quality, a team who leverage their bountiful
experience to turn good into better while translating their
industry knowhow to new possibilities for aluminium
application. As a result, the Group has always been an
industry pioneer in developing new products in terms
of quality and quantity, which is the cornerstone of our
competitive strength.

Annual Report 2017

Acknowledgements

In my first Chairman’s Statement since the appointment as
the Chairman of the Board of the Company in November
2017, | would like to express my sincere gratitude to Mr.
Liu Zhongtian for his trust in me. The Group has delivered
satisfactory results in 2017, attributing to the perseverance
of our dedicated staff and the long-term support from our
shareholders, business partners, customers and suppliers.
On behalf of the Board, | would like to extend my appreciation
to all my colleagues for their dedication and efforts. The
Group will continue to specialising in fabricated aluminium
product development and manufacturing, offering customers
with quality products while delivering sustained growth and
returns to shareholders.

Lu Changging
Chairman

Hong Kong, 23 March 2018
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Aluminium is acknowledged as an ideal
material for energy-saving and emission
reduction due to its superior qualities of
environmental friendliness, light-weight
and safety. It has been applied in a large
number of segments of manufacturing
in China. In particular, the application of
aluminium in high-end manufacturing
has been expanding.
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Management Discussion and Analysis

l. Business Review

During the Year under Review, the Group, by firmly adhering
to the principal strategy of “focusing primarily on China and
to a lesser extent on the overseas”, devoted its efforts to . .
product research and development, as well as on-going = /""sc'
improvement and advancement of the production process .;-l s S
and progressive upgrade of equipment. Through innovation of -L"‘“'fm
T

high value-added products, the Group has been transforming o ;
from a high-end fabricated aluminium products supplier to an
integrated light-weight solution provider gradually.

During the Year under Review, total revenue of the Group
amounted to approximately RMB19.46 billion, representing
an increase of 16.6% from approximately RMB16.70 billion
for the year ended 31 December 2016 (the “Year 2016").
Profit for the year amounted to approximately RMB3.87
billion, representing an increase of 33.1% from approximately
RMB2.91 billion for the Year 2016.

Aluminium alloy formwork is one of the newly-developed
key products of the Group with the features of lighter weight,
more convenient application, simpler installation and removal,
higher efficiency, and is reusable and recyclable as compared
with the traditional formwork. Driven by market demand and
favourable policies, aluminium alloy formwork with energy
saving and emission reduction features has been expanding
its market share. Leveraging on its research on aluminium
extruded products, the Group developed a set of aluminium
alloy formwork system that targets the global and domestic
construction industry. With its professional technical team,
top-notch equipment and superb technologies, the Group is
able to supply the customers with aluminium alloy formwork
solution superior to average market quality. During the Year
under Review, sales volume of the Group’s aluminium alloy
formwork was 259,957 tonnes with revenue of approximately
RMB8.93 billion.
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Aluminium alloy formwork is the
key product of the Group during
the Year under Review. With its
professional technical team, top-
notch equipment and superb
technologies, the Group is able

to supply the customers with
aluminium alloy formwork solution
superior to average market quality.
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During the Year under Review, sales volume of the Group’s
industrial aluminium extrusion segment was 333,543 tonnes
and the revenue amounted to approximately RMB7.79
billion. The decrease in both the sales volume and revenue
as compared with the Year 2016 was mainly due to the fact
that during the Year under Review the production of new
products occupied some capacity as a result of the Group’s
optimisation of its product mix and emphasis on developing
high value-added products, such as aluminium alloy
formwork.

The Group continued to expand its production capacity and
optimise its product mix during the Year under Review. One
of the two ultra-large 225MN extrusion presses previously
ordered has commenced commercial production, and
trial production of the other press is underway upon the
completion of installation. Several of the 99 extrusion presses
the Group ordered in 2016 have been delivered and are
ready for installation and trial run, which will enhance the
Group's overall capacity upon full operation. With the newly
added automatic welding machines, spray coating lines
and extrusion presses, the Group will fully unlock the value
enhancement derived from the aluminium alloy formwork.
The optimisation of production capacity and product mix will
continuously consolidate the Group's overall competitiveness,
thus elevating its long-term profitability.
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During the Year under Review, sales volume of the Group’s
deep processing business was 29,804 tonnes and the
revenue amounted to approximately RMB720 million. The
decrease of revenue and sales volume of the Group's deep
processing business as compared with the Year 2016 was
mainly due to the declined export volume of deep-processed
products to the United States of America (the "US") as trade
friction in aluminium industry between the US and China
heated up during the Year under Review. However, volume of
domestic sales of fabricated parts for automobiles, passenger
cars as well as railway vehicles climbed continuously during
the Year under Review.

Deep-processed products, which require sophisticated
technical know-how and therefore are of higher added value,
constitute a key business segment of the Group. The Group
possesses comprehensive capabilities from independent
design to manufacturing and processing. Our new products,
which are energy-saving, environmentally friendly, highly
efficient and technologically advanced, are ideal for
transportation and railway vehicles sectors. During the Year
under Review, the Group continued to lead the light-weight
development of car body in China. In terms of technology,
production technigue, quality, product mix optimisation and
cost control, the Group is at the top of the class. The Group
developed and launched large-sectional aluminium parts for
passenger cars and commercial vehicles, which received
positive market feedback. The Group has also begun a
partnership with FAW Group Corporation to co-develop on
the project of “all-aluminium body + all-aluminium chassis”
passenger vehicle. The project marks the unprecedented
application of aluminium in chassis, making the Group the
first among domestic aluminium manufacturers capable of
independent design and manufacture of “all-aluminium body
+ all-aluminium chassis”. In addition, as one of the main
suppliers, the Group supplied aluminium profiles and deep-
processed products for the train body of the high-speed train
"Fuxing EMU". The Group has earnestly been expanding its
business into the sectors of new energy vehicles and rail
transportation, aiming to lift the proportion of high value-
added products in its product mix, while deepening the
cooperation with its end users.
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The first production line of the Group's high value-added
aluminium flat rolling project in Tianjin has commenced
commercial production. In the initial production period,
it has been producing principally high quality standard
products for the customers from different sectors, such
as manufacturing, transportation and special vehicles. The
production volume has been increasing since its official
operation in the third quarter of the Year under Review
with production efficiency improving. The project has
successfully passed the authoritative certification programme
Nadcap for international aviation industry, and passed the
accreditation from Det Norske Veritas (DNV), Nippon Kaiji
Kyokai (NK), American Bureau of Shipping (ABS), China
Classification Society (CCS), Lloyd’s Register of Shipping (LR)
and International Railway Industry Standard (IRIS), all of which
are the passport to enter international markets of aviation,
vessel and rail transportation sectors. During the Year
under Review, the sales volume of the Group’s aluminium
flat rolling business was 91,401 tonnes with the revenue of
approximately RMB1.59 billion. Meanwhile, the installation for
the second production line has completed and the trial run is
underway.

During the Year under Review, “The State Key Laboratory
of Processing of High-end Aluminium Alloy Profiles” of the
Group received financial support from the grant of national
special funds, recognising the outstanding performance
of the Group in new and high technology. The laboratory
was jointly established with, among others, Northeastern
University, such win-win cooperation further facilitated a
closer industry-university collaboration and undertook a
number of state-level and provincial-level major technology
projects, achieving positive impacts on technology innovation
and services in the industry. Currently, the Group has a
national-level enterprise technology centre, a national-
local collaborated research centre, a national-level post-
doctoral workshop and a provincial-level engineering and
technological research centre, to name but a few. During
the Year under Review, the Group completed a number of
patent applications and participated in the formulation of,
and amendments to, various national and industry standards.
The Group’s outstanding R&D capability has enabled it to
continuously launch diversified high-end products and
optimise its product mix, thereby enhancing its integrated
competitiveness.
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Il. Future Development

Ecological development becomes a national strategy of China
in the "new normal” environment with policies introduced
increasingly for promoting a low-carbon economy. Due to its
superior qualities of environmental friendliness, light-weight
and safety, aluminium is generally considered as an ideal
material for energy-saving and emission reduction. It has
been applied in a large number of segments. In particular, the
application of aluminium in high-end manufacturing has been
expanding.

With the tightening fuel consumption regulations in China
posing new challenges to automobile manufacturers, the
development of light-weight transport solution, as an essential
part of ecological manufacturing, becomes an opportunity
for promoting the application of aluminium. The Phase IV
standards of China’s “Fuel Consumption Limits of Passenger
Cars” set an average fuel consumption target of 5.0 L/100km
for domestically manufactured passenger cars sold in 2020,
a significant reduction from the average of 6.9 L/100km in
2015. According to the research of the European Aluminium
Association, 100 kilogrammes weight reduction of a vehicle
means 0.4 litre less fuel usage per 100km. In recent years,
lightweight has become one of the major solutions of energy-
saving and emission reduction for automobiles, the vigorous
development of new energy automobiles has powered the
high-end consumption of aluminium. According to the figures
from the China Association of Automobile Manufacturers
(the "CAAM"), the production volume and sales volume
of new energy automobiles in China were approximately
794,000 and 777,000, respectively, in 2017, representing
a significant year-on-year increase of 53.8% and 53.3%,
respectively. New energy automobiles accounted for 2.7% of
the entire automobiles market in China in 2017, representing
an increase of 0.9 percentage point over 2016. The CAAM
estimates that the sales volume of new energy automobiles
will be in excess of 1 million in 2018. In September 2017, with
the launch of the “Measures for the Parallel Administration of
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Average Fuel Consumption and New Energy Vehicle Credits
for Passenger Vehicle Enterprises” ([ 3 FE{b 5 F R ELH
FEES | HEIERRAERES ] W78 [EE5 ] HE) by the
Ministry of Industry and Information Technology (the “MIIT")
and other four national ministries, a “dual-credit” scheme
was established to promote the healthy development of the
new energy automobiles industry by replacing conventional
subsidy policy. The MIIT estimates that the total number of
new energy passenger cars in China by 2020 will reach 3.8
million. The light-weight development of automobile will
continue to facilitate the growth of high-end consumption of
aluminium.

With China’s urbanisation converting into a low-carbon
model, the government has gradually launched a series of
supportive policies for ecological construction. In January
2017, the State Council issued the “"Comprehensive Work
Plan for Energy Conservation and Emission Reduction in the
13th Five-Year Plan Period” ({[+=T| &igeRHHRE TIEH
22)), indicating the determination of enforcing energy saving
in construction with a target of expanding the percentage
of urban ecological building sites in new building areas to
50% by 2020. As illustrated by the Ministry of Housing and
Urban-Rural Development (the “MOHURD"), environment-
friendly construction materials application in China should
account for 40% in the newly constructed buildings by 2020.
The MOHURD emphasised that the awareness of ecological
development shall be extended to all segments of the
construction industry as well as every production process
along the entire industrial chain. Due to its advantages, such
as, environmental friendliness, light weight, high efficiency
in construction, high durability and recyclability, aluminium
alloy formwork has become the new favourite in the market
as environment-friendly construction material. According to
the figures compiled by China Nonferrous Metals Industry
Association, aluminium alloy formwork was the preferred
product in aluminium consumption in China in 2017 with
increased proportion in the formwork market. The application
of aluminium alloy formwork in China is now at its initial
stage, though it has been extensively used in developed
countries. Attractive prospects and considerable market
scale of aluminium alloy formwork are expected with the
advancement of the sustainable economy.
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With aluminium alloy being recognised as the most-preferred
material for manufacturing railway vehicles, the rapid growth
of rail transportation in China has driven huge demand in
high-end consumption of aluminium. “Fuxing EMU", a new
generation of the China-standard bullet trains, made its debut
in June 2017. It will replace “Hexie EMU” in stages upon mass
production. As estimated in the “Medium and Long-Term
Railway Network Plan” ({fr R EfEFE4E4R2E))), the number
of miles of rail in operation of high-speed railway network in
China will grow at a compound annual growth rate of 9.57%
during the 13th Five-Year Plan period. Meanwhile, urban rail
transit in China is mounting to the peak of its development.
Figures show that the number of miles of newly developed
urban rail in operation in China hit a record high in 2017,
surged by 62.5% from that of 2016. As at the end of 2017,
proposals of urban rail construction in the near term in 43
cities with over 9,000 km of total planned mileage have been
approved by the Chinese government.

The above market trends and policies have created a
favourable development landscape for fabricated aluminium
companies including the Group. As such, the management
has formulated the following development strategies:

1. Unlock the value of the Tianjin-based aluminium flat
rolling project, adding impetus to the Group's long-
term development: The Group shall further improve the
product quality and consistency of the first production
line to accelerate its capacity ramp-up. Rigorous
equipment testing of the second production line shall be
conducted with a view towards early commencement of
production. In the meantime, the Group shall accelerate
the pace of R&D and high-end product certification
process to be fully prepared for the optimisation of
product mix;
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2. Continue to optimise and expand capacities to reinforce
the Group’s overall competitiveness: The aluminium
extrusion equipment purchased by the Group in 2016
will commence commercial production in phases in
two to three years from 2018. Such move will reinforce
the Group’s integrated competitiveness in high-end
aluminium fabrication industry; and

3. Enhance the diversity of high-end product offerings and
increase the overall added value of our products: The
Group shall continue to leverage its strengths in cutting-
edge production techniques and ability of its design
team to provide its customers with more integrated
light-weight solutions. By strengthening its R&D and
production techniques, the Group will continue to
diversify the product offerings, improve product quality
and enhance the overall added value of the products.

The above development strategies will fully capitalise the
synergy of the Group’s three core businesses, helping the
Group tap into the opportunities brought by the industrial
upgrade in China with a more competitive product mix and
more comprehensive business layout.
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IlIl. Financial Review
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A comparison of the financial results of the Group for the Year under Review and the Year 2016 is set out as follows.

Revenue

During the Year under Review, total revenue of the Group amounted to approximately RMB19.46 billion, representing
an increase of 16.6% from approximately RMB16.70 billion for the Year 2016. During the Year under Review, the Group'’s
revenue was mainly generated from sales in the aluminium extrusion business, aluminium flat rolling business and deep
processing business, which amounted to approximately RMB19.42 billion (Year 2016: approximately RMB16.68 billion). Other
revenue primarily comprised metal trade agency commission and amounted to approximately RMB38.98 million (Year 2016:

approximately RMB18.43 million).

The following sets forth the breakdown by segments of the Group’s revenue, sales volume and average selling price of the

Group for the Year under Review and the Year 2016:

D L -]
For the year ended 31 December
2016 Change
Sales Average Sales Average
Revenue volume  selling price Revenue volume  selling price
RMB'000 tonnes  RMB/tonne % % %
Aluminium extrusion business 17,106,175 616,161 27,763 1423314 675,298 21,082 202% -3.8% 317%
Aluminium alloy formwork segment 8,933,609 259,957 34,366 — — N/A N/A N/A N/A
Industrial aluminium extrusion segment 7,789,728 333,543 23,354 13.204,307 607,932 21,720 -41.0% -451% 7.5%
Construction aluminium extrusion segment 382,838 22,661 16,894 1,032,007 67,366 15319 -629% -66.4% 10.3%
Aluminium flat rolling business 1,590,990 91,401 17,407 — — N/A N/A N/A N/A
Deep processing business 722,685 29,804 24,248 2,440,800 89,753 21,195 -10.4% -66.8% -10.8%
Others 38,976 N/A N/A 18,429 N/A N/A 111.5% N/A N/A
Total 19,458,826 737,366 26,390 16,695,943 765,057 21823 16.6% -3.6% 20.9%

Aluminium alloy formwork is the newly developed product
of the Group. As the higher quality of the aluminium alloy
formwork product manufactured by the Group, it gained
popularity in the market since its launch with increasing sales
volume. As such, the aluminium alloy formwork segment
of the Group has been presented separately as a single
segment during the Year under Review. During the Year
under Review, sales amount of the Group’s aluminium alloy
formwork segment was approximately RMB8.93 billion with
sales volume of 259,957 tonnes and average selling price of
RMB34,366 per tonne.

Sales volume of the Group's industrial aluminium extrusion
segment for the Year under Review was 333,543 tonnes with
sales amount of approximately RMB7.79 billion. The decrease
in both sales volume and sales amount as compared with
the Year 2016 was mainly due to the fact that the production
of new products occupied some capacity as a result of the
Group's optimisation of its product mix and emphasis on
developing high value-added products, such as aluminium
alloy formwork. The average selling price of the Group’s
industrial aluminium extrusion products increased by 7.5%
from RMB21,720 per tonne for the Year 2016 to RMB23,354
per tonne for the Year under Review, mainly attributable to
the increase in the price of aluminium ingots during the Year
under Review.
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Revenue, sales volume and average selling price of the above
industrial aluminium extrusion segment have eliminated the
internal sales between the industrial aluminium extrusion
segment and deep processing business as well as aluminium
flat rolling business, of which sales volume of raw material
to deep processing business was 26,226 tonnes (Year 2016:
91,016 tonnes) with sales amount of approximately RMB430
million (Year 2016: approximately RMB1.37 billion); sales
volume of high-precision aluminium raw material to the
high value-added aluminium flat rolling project in Tianjin
amounted to 166,825 tonnes (Year 2016: 59,755 tonnes) with
sales amount of approximately RMB2.05 billion (Year 2016:
approximately RMB650 million).

The first production line of the Group’s high value-added
aluminium flat rolling project in Tianjin has commenced
commercial production during the Year under Review. In the
initial production period, it has been producing principally
high-quality standardised products for the customers from
different sectors, such as manufacturing, transportation and
special vehicles. For the Year under Review, revenue of the
Group’s aluminium flat rolling business was approximately
RMB1.59 billion (Year 2016: nil) with sales volume of 91,401
tonnes (Year 2016: nil) and average selling price of RMB17,407
per tonne (Year 2016: nil).

For the Year under Review, revenue of the Group’s deep
processing business was approximately RMB720 million
(Year 2016: approximately RMB2.44 billion) with sales volume
of 29,804 tonnes (Year 2016: 89,753 tonnes) and average
selling price of RMB24,248 per tonne (Year 2016: RMB27,195
per tonne). The decrease of revenue and sales volume of
the Group’s deep processing business was mainly due to
the increasingly heated trade friction in aluminium industry
between the US and China during the Year under Review,
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leading to a decrease in sales volume of deep-processed
product exported to the US. However, sales volume of
products including deep-processed engineered parts for
passenger vehicles and commercial vehicles supplied by the
Group to the domestic market has been increasing in the
Year under Review resulting from the Group's aggressive
expansion of deep processing market in the PRC and greater
effort made by the Group in R&D and promotion of high
value-added deep-processed products.

Geographically, the Group’s overseas customers mainly came
from countries and regions including Germany, Malaysia, the
United Kingdom and Belgium. For the Year under Review,
the Group's revenue from overseas sales amounted to
approximately RMB1.48 billion (Year 2016: approximately
RMB2.48 billion), accounting for 7.6% of the Group’s total
revenue (Year 2016: 14.9%).

Cost of Sales

For the Year under Review, the Group's cost of sales
increased by 26.0% to approximately RMB13.11 billion
as compared to approximately RMB10.41 billion for the
Year 2016. Such increase was due to an increase in price
of aluminium ingots during the Year under Review;, and a
significant increase in the number of staff for the expansion
of the Group's aluminium alloy formwork business, resulting
in an increase in staff costs.



26

China Zhongwang Holdings Limited

Management Discussion and Analysis

Gross Profit and Gross Margin
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The Group's gross profit amounted to approximately RMB6.35 hillion for the Year under Review, representing an increase of 1.0%
from approximately RMB6.29 billion for the Year 2016. The gross margin decreased from 37.7% for the Year 2016 to 32.6% for
the Year under Review. The following sets forth the segment analysis of gross profit, share in gross profit and gross margin of

the Group for the Year under Review and the Year 2016:

D B -
For the year ended 31 December
2016
Gross profit (Gross margin
RMB'000 % %
Aluminium extrusion business 6,082,838 95.8% 35.6% 5,232,497 83.2% 36.8%
Aluminium alloy formwork segment 3,569,235 56.2% 40.0% — — N/A
Industrial aluminium extrusion segment 2,491,544 39.3% 32.0% 5,081,969 80.8% 38.5%
Construction aluminium extrusion segment 22,059 0.3% 5.8% 150,528 2.4% 14.6%
Aluminium flat rolling business 181,039 2.9% 11.4% — — N/A
Deep processing business 46,533 0.7% 6.4% 1,038,533 16.5% 42.5%
Others 38,169 0.6% N/A 17,348 0.3% N/A
Total 6,348,579 100.0% 32.6% 6,288,378 100.0% 37.7%

The decrease in overall gross margin of the Group as
compared to the Year 2016 was principally because the
Group's production volume and efficiency of the aluminium
flat-rolled products have not reached their optimal level
during the Year under Review, and a decrease in sales
volume of aluminium extrusion business and deep processing
business resulted in an increase in fixed costs per unit.

Investment Income

Investment income, which mainly consists of interest income
from bank deposits and interest income from available-for-
sale financial assets, increased from approximately RMB250
million for the Year 2016 to approximately RMB420 million for
the Year under Review, which was mainly due to the increase
in average balance of bank deposits during the Year under
Review.

Other Income/(Expenses)

Other Income/(Expenses) increased from a net loss of
approximately RMB15.59 million for the Year 2016 to a
net gain of approximately RMB990 million for the Year
under Review, which was mainly due to the change from
an exchange loss of approximately RMB220 million for the
Year 2016 to an exchange gain of approximately RMB260
million for the Year under Review arising from the Group’s
borrowings denominated in foreign currencies, which was
caused by the appreciation of Renminbi; and, to a lesser
extent, due to an increase in net gain from sales of machinery
and equipment from approximately RMB19.91 million for
the Year 2016 to approximately RMB350 million for the Year
under Review; as well as due to an increase in net gain from
sales of scrap materials, consumables and moulds from
RMB29.35 million for the Year 2016 to approximately RMB210
million for the Year under Review.
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Selling and Distribution Costs

Selling and distribution costs increased from approximately
RMB160 million for the Year 2016 to approximately RMB230
million for the Year under Review primarily due to the
increase in staff costs resulting from the increase in the
number of sales staffs for the Group's expansion of business
scope and scale during the Year under Review.

Administrative and Other Operating Expenses
Administrative and other operating expenses mainly comprise
share option expenses, wages, salaries and benefit expenses,
R&D expenditures, amortisation of prepaid lease payments,
land use taxes, bank handling fees, rentals, agency fees and
depreciation charges of office equipment. Administrative and
other operating expenses of the Group for the Year under
Review was approximately RMB1.81 billion, which was in line
with the Year 2016 of approximately RMB1.84 billion.

Share of Profit of Associates

The Group’s share of profit of associates for the Year under
Review was approximately RMB170 million (Year 2016:
approximately RMB73.90 million), which was the share of
profit of the Group’s associates recognised using equity
method.

Finance Costs

The Group's finance costs increased from approximately
RMB930 million for the Year 2016 to approximately RMB1.16
billion for the Year under Review, mainly due to the decrease
in the Group's capitalised interest expenses for the Year
under Review as compared to that for the Year 2016.

Annual Report 2017

During the Year under Review, the Group’s capitalised
interest expenses amounted to approximately RMB440
million (Year 2016: approximately RMB860 million) at an
average capitalised interest rate of 4.89% per annum (Year
2016: 4.59%).

During the Year 2016 and the Year under Review, the Group’s
loans carried average interest rates of 4.14% and 4.42% per
annum, respectively. During the Year under Review, the
debentures carried interest rates ranging from 3.49% to 7.50%
per annum (Year 2016: from 3.49% to 7.50% per annum).

Profit before Taxation

The Group’s profit before taxation increased from approximately
RMB3.68 hillion for the Year 2016 to approximately RMB4.73
billion for the Year under Review.

Income Tax

The Group’s income tax increased from approximately
RMB770 million for the Year 2016 to approximately RMB860
million for the Year under Review.

The Group's effective tax rates for the Year 2016 and the Year
under Review were 21.0% and 18.3%, respectively.

Profit for the Year
The Group's profit for the year increased to approximately
RMB3.87 hillion for the Year under Review from approximately
RMB2.91 billion for the Year 2016. The Group’s net profit
margin increased from 17.4% for the Year 2016 t0 19.9% for
the Year under Review.
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The following sets forth the Group's cash flows for the Year under Review and the Year 2016:

D L -]
For the year ended 31 December
2016
RMB'000
Net cash generated from operating activities 4,389,760 4,603,246
Net cash used in investing activities (13,180,944) (6,065,032)
Net cash generated from/(used in) financing activities 7,596,514 (713,753)

Net Current Assets

At 31 December 2017, the Group’s net current assets
amounted to approximately RMB1.50 billion, which was
approximately RMB3.65 billion lower than net current assets
of approximately RMB5.15 billion at 31 December 2016.
The decrease was mainly due to the fact that the increase
in current assets was lesser than the increase in current
liabilities.

Liquidity

At 31 December 2017 and 31 December 2016, the Group'’s
cash and cash equivalents amounted to approximately
RMB6.83 billion and RMB8.02 billion, respectively; balance
of short-term deposits was nil and approximately RMB3.33
billion, respectively; and balance of pledged bank deposits
under current assets amounted to approximately RMB3.86
billion and RMB2.90 billion, respectively; and balance of
available-for-sale financial assets amount to approximately
RMB2.88 billion and RMB270 million, respectively.

Borrowings

At 31 December 2017, the Group’s debentures and loans
amounted to approximately RMB43.52 billion in aggregate,
representing an increase of approximately RMB10.5 billion
from approximately RMB33.02 billion at 31 December 2016.

At 31 December 2017, the Group’s debentures and loans
under current liabilities amounted to approximately RMB11.9
billion (31 December 2016: approximately RMB8.32 billion)
and debentures and loans under non-current liabilities
amounted to approximately RMB31.62 billion (31 December
2016: approximately RMB24.7 billion). Relevant details
have been disclosed in Notes 29 and 30 to the Financial
Statements of this annual report.

The Group’s gearing ratio was approximately 63.8% and
57.0% at 31 December 2017 and 31 December 2016. The ratio
is calculated by dividing total liabilities by total assets of the
Group.
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Pledged Assets

At 31 December 2017, assets with a total carrying amount
of approximately RMB5.86 billion of the Group were
pledged, including pledged bank deposits, property, plant
and equipment and prepaid lease payments, for financing
arrangements (31 December 2016: approximately RMB5.36
billion were pledged, including pledged bank deposits,
property, plant and equipment and prepaid lease payments,
for financing arrangements).

Contingent Liabilities
At 31 December 2017 and 31 December 2016, the Group had
no material contingent liabilities.

Employees

At 31 December 2017, the Group had 32,255 full-time
employees responsible for production, R&D, sales and
management, representing an increase of 92.6% from
16,750 employees as at 31 December 2016. During the Year
under Review, relevant employee costs (including Directors’
remuneration) amounted to approximately RMB2.86
billion (including share option charges of approximately
RMB110 million), an increase of 101.7% as compared with
approximately RMB1.42 billion (including share option
charges of approximately RMB200 million) for the Year 2016.
The Group’s employee costs (excluding share option charges)
increased mainly due to the increase in number of employees
as a result of the Group’s business expansion both in scope
and size.
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Research and Development

Continuous investment in R&D has helped the Group establish
a high-level R&D and technical team. At 31 December 2017,
the Group had 2,202 R&D and quality control personnel
which accounted for 6.8% of the Group’s total number of
employees. Apart from possessing strong R&D capability
in new materials and new technologies, and operating the
largest die design and manufacturing centre in Asia, the
Group has also built a first-class product and process design
team to meet the ever-increasing demand from clients for
the integrated solution from product design to production
of light-weight materials. In addition, the Group has entered
into cooperation with various leading industrial research
institutions as well as scientific research institutes to
vigorously upgrade the Group's scientific research level while
effectively expanding the downstream scope of application of
aluminium products.

Capital Commitments

At 31 December 2017, the Group’s capital expenditures in
respect of the acquisition of property, plant and equipment
contracted but not provided for in the consolidated
financial statements amounted to approximately RMB14.28
billion, which was primarily used for the construction of
infrastructure used in the Group’s growth projects such as
high-end aluminium flat rolling project, and for the purchase
expenses of equipment relating to the expansion of its
production capacity for extrusion. The Group intends to apply
funds generated from operating activities, commercial bank
loans and other available means to finance the purchase.
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Proposed Spin-off

On 22 March 2016, Liaoning Zhongwang Superior
Fabrication Investment Limited* (EZ RHIBREEFR A
7)) ("Zhongwang Fabrication”) (an indirect wholly-owned
subsidiary of the Company) entered into an assets transfer
agreement with CRED Holding Co., Ltd.* (FE B %£RN AR
‘A7) (“CRED Holding") (a company incorporated in the PRC
and currently listed on the Shanghai Stock Exchange) for the
disposal of all the equity interests in Liaoning Zhongwang,
among others, a direct wholly-owned subsidiary of
Zhongwang Fabrication). The agreement has been approved
by the Hong Kong Stock Exchange on 6 June 2016 and was
passed with a great majority by shareholders of the Company
and CRED Holding on 6 September 2016. On 18 August
2017, Zhongwang Fabrication and CRED Holding entered
into a supplemental agreement to the assets restructuring
agreements, pursuant to which the long stop date was
extended to 21 September 2018 in order to allow more time
to complete the PRC regulatory procedures in connection
with the assets restructuring and the proposed spin-off. The
supplemental agreement was approved at the shareholders’
meeting of CRED Holding held on 5 September 2017.

Overseas Acquisitions

In August 2017, Zhongwang Aluminium Deutschland GmbH,
an indirect wholly-owned subsidiary of the Company,
completed the acquisition of Alunna. The Group holds 98.27%
equity interest in Alunna.

Alunna, founded in 1914, is a manufacturer of high-end semi-
finished aluminium products, including seamless extruded
tubes and porthole extruded tubes as well as other high
value-added aluminium alloy extrusion products. Application
of the products principally covers, among others, aerospace
and automobile industries.
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The acquisition of Alunna will substantially improve the
Group’s capability in seamless tube extrusion and further
optimise its product mix. It will also accelerate the business
expansion of the Group into, among others, aerospace and
automobile industries on the strength of Alunna’s product
credentials and its experience in customer development,
thus enhancing the competitiveness of the Group as a whole.

In October 2017, Hongkong Zhongwang Investment Limited,
an indirect wholly-owned subsidiary of the Company,
completed the acquisition of Silver Yachts. The Group holds
66.67% equity interest in Silver Yachts.

Silver Yachts is one of the pioneers in designing and building
large-sized, all-aluminium, aerodynamic, high-performance
and fuel-efficient superyachts. The acquisition of Silver
Yachts was a significant step to advance the Group's strategy
in the marine sector.

Event after the Reporting Period
The Group had no material events after the reporting period.

Financial Risks

The Group is exposed to various financial risks, such as
foreign currency risk, the interest rate risk and aluminium
ingot price fluctuation risk in the ordinary course of its
business.
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Foreign Currency Risk

Most of the Group's businesses are settled in Renminbi.
However, the Group’s sales to overseas customers and
foreign currency denominated loans are settled in foreign
currencies. During the Year under Review, approximately
92.4% of the Group’s revenue was settled in Renminbi
and approximately 7.6% was settled in foreign currencies,
while approximately 89.1% of the Group’s borrowings was
denominated in Renminbi and approximately 10.9% was
denominated in foreign currencies at 31 December 2017.

Exchange rate fluctuations will affect contractual sales
revenue denominated in foreign currencies and on
borrowings denominated in foreign currencies, which in
turn may have adverse effects on the Group. The Group's
financial and capital policies aim to control the foreign
currency fluctuation risk and the interest rate fluctuation risk
of individual transactions. The Group did not hedge against
currency risk by using any financial instruments. However,
the management of the Group has been monitoring the
exchange rate risk, and will consider hedging against major
foreign currency risk when required.

Interest Rate Risk

As the Group does not have any significant interest-bearing
assets, most of the Group’s revenue and operating cash
flow are not affected by interest rate changes in the market.
Interest rate change risk borne by the Group is primarily
derived from debentures and loans. The Group has to face
the cash-flow interest rate risk on floating-rate loans and fair
value interest rate risk on fixed rate loans. At 31 December
2017, the Group’s fixed-rate loans were approximately
RMB6.19 billion (31 December 2016: approximately RMB5.02
billion).
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During the Year 2016, the Group issued unsecured debentures
of RMB2.5 billion, RMB500 million and RMB4.0 billion with
maturity of 5 years, 1 year and 5 years respectively, which are
repayable on 22 March 2021, 8 July 2017 and 26 September
2021, respectively, and with effective interest rates of 4.05%,
3.49% and 3.75% per annum, respectively. The debenture of
RMB500 million had been fully settled on its maturity date.

During the year ended 31 December 2015, the Group issued
an unsecured debenture of RMB1.2 billion with maturity of
three years and repayable on 27 May 2018, and with effective
interest rate of 5.40% per annum.

During the year ended 31 December 2014, the Group issued
unsecured debentures of RMB100 million and RMB1.1 billion
with maturity of three years and six years and repayable
on 10 January 2017 and 22 October 2020, respectively, and
with effective interest rate of 7.50% and 5.48% per annum,
respectively. During the Year under Review, these debentures
of totalling RMB1.2 billion were fully repaid.

Price Fluctuation Risk of Aluminium Ingot

The Group's principal raw materials in the aluminium
extrusion product business include aluminium ingots,
aluminium rods, magnesium ingots, silicone ingots, etc.
Generally, the Group's pricing of aluminium products is on a
“cost-plus” basis, pursuant to which the selling price for the
products are determined on the prevailing price of aluminium
ingots plus a processing fee charged by the Group. The
Group's pricing policy is to pass the price fluctuation risk to
its customers. However, the Group may not be able to pass
the entire cost of price increases to customers or completely
offset the effect of increases in raw material prices, thus the
profitability of the Group may be slightly affected. The Group
has not entered into any aluminium ingot forward contracts
to hedge against aluminium ingot price fluctuation risk.
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EVOLUTION AMID INTEGRATION

The Group completed two international acquisitions,
marking a milestone for its international business expansion.
Integration with remarkable industry players will not only
bring in complementary businesses, the synergies derived
will also create a win-win situation, adding momentum to
the Group’s future sustainable growth.
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Alunna

Established in 1914

Germany-based

A manufacturer specialised in seamless extruded tubes
Serving major players in the international aviation and
automobile industries

Silver Yachts

® Australia-based

® The only company in the world capable of building large-
scale all-aluminium alloy superyachts of 70+ metres

® Inhouse design, production and assembly

® A pioneer in the new application of aluminium alloy in
the marine sector
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Profiles of Directors and Senior

Management

Directors

The Board consists of nine directors (the “Directors”), including four independent non-executive Directors. The following table
sets forth certain information relating to our Directors as at the latest practicable date before the publication of this annual

report;

Executive Directors
Lu Changging (B& %)
Ma Qingmei (5518

Non-executive Directors
Chen Yan (&%)

Liu Zhisheng (5 4)
Zhang Hui (3R 1)

Independent Non-executive
Directors

Wwong Chun Wa (E &%)

Wen Xianjun (CEtE)

Shi Ketong (52 52 3)

Lo Wa Kei, Roy (B %)

Executive Directors

B -
41 Chairman and president
40 Chairman of Tianjin Zhongwang (planning and operation and
management)
38 General manager of Liaoning Zhongwang (planning and operation and
management)
43 Deputy general manager of Liaoning Zhongwang (finance)
40 Chairman and general manager of Yingkou Zhongwang (planning and

operation and management)

43 Independent non-executive director
55 Independent non-executive director
49 Independent non-executive director
46 Independent non-executive director

Mr. LU Changging (3K &), aged 41, is an executive Director, the chairman
and president of the Group. He is primarily responsible for the Group’s strategic
planning and operation and management. He is also a member of the board of
directors of 9 subsidiaries including Liaoning Zhongwang. He has 21 years of
experience in investment banking and corporate finance. Before joining the Group
in November 2007, Mr. Lu was an executive director and joint company secretary
of China Huiyuan Juice Group Limited, a listed company on the Main Board of the
Stock Exchange of Hong Kong. Mr. Lu has a bachelor’s degree in economics. He
was appointed as a Director and vice president on 3 April 2008, and was appointed
as president on 22 March 2016. He was appointed as a joint company secretary on
30 December 2008 and resigned as a joint company secretary on 22 March 2016.
Mr. Lu was appointed as chairman of the Board on 17 November 2017. Mr. Lu was
elected as the chairman of J.K. Life Insurance Corporation on 9 March 2017 and
was approved by the China Insurance Regulatory Commission on 11 September
2017.
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Executive Directors

Ms. MA Qingmei (&%), aged 40, is an executive
Director of the Group. She is primarily responsible for the
planning, operation and management of Tianjin Zhongwang
Aluminium Company Limited (“Tianjin Zhongwang”). She is
also a member of the board of directors of 8 subsidiaries
including Tianjin Zhongwang. After joining Liaoning
Zhongwang in 2007, Ms. Ma worked with the smelting and
casting mill of Liaoning Zhongwang. She has been appointed
as a deputy general manager of Liaoning Zhongwang since
January 2011 and was responsible for extrusion technology
and quality management system of Liaoning Zhongwang
for the period from April 2016 to September 2017. Ms.
Ma was appointed as the chairman of Tianjin Zhongwang
in September 2017. Ms. Ma achieved a master degree
in Physical Chemistry of Metallurgy from Northeastern
University in March 2007 and is studying a doctoral degree
in materials processing engineering at Northeastern
University. Ms. Ma was appointed as an executive Director
on 17 November 2017.
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Non-executive Directors

Mr. CHEN Yan (BR%), aged 38, is a non-executive
Director of the Group. He is primarily responsible for
the Liaoning Zzhongwang's planning and operation and
management. He is also a member of the board of directors
of 21 subsidiaries including Liaoning Zhongwang and Tianjin
Zhongwang. He has 17 years of experience in aluminium
processing industry. Mr. Chen has held various positions
in financial and operational management since he joined
the Group in August 2001, and he has been appointed as
a general manager of Liaoning Zhongwang in September
2017. Mr. Chen received a diploma in accounting
computerization from Liaoning Taxation College (&
e ERFER), China in 2001 and a certificate for
intermediate-level accountant from the Ministry of Finance

of the People’s Republic of China (% A K 47151 81 Er &6)
in 2005. He was appointed as an executive Director on 3
April 2008 and re-designated as non-executive Director on
19 August 2016. Mr. Chen was elected as a director of J.K.
Life Insurance Corporation on 23 December 2016 and was
approved by the China Insurance Regulatory Commission
on 18 July 2017.
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Non-executive Directors

Mr. LIU Zhisheng (2/7%4), aged 43, is a non-executive
Director of the Group. He is primarily responsible for
the financial matters of Liaoning Zhongwang. He is also
a member of the board of directors of 15 subsidiaries
including Liaoning Zhongwang. He has 18 years of
experience in aluminium processing industry. After joining
Liaoning Zhongwang in August 2000, Mr. Liu Zhisheng held
a number of managerial positions in finance and operation.
He was appointed as a deputy general manager of Liaoning
Zhongwang since March 2006. Mr. Liu Zhisheng received
a diploma in computerised accounting from Liaoning
Provincial College of Finance in China (FBIEZEF S
SERIER) in July 2000, and obtained an intermediate
accountant certificate from the Ministry of Finance of the
People’s Republic of China in September 2003. Mr. Liu
Zhisheng was appointed as a non-executive Director on 17
November 2017.
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Mr. ZHANG Hui (5&#), aged 40, is a non-executive
Director of the Group. He is primarily responsible for
the planning, operation and management of Yingkou
Zhongwang Aluminium Company Limited (“Yingkou
Zhongwang"). He is also a member of the board of directors
of 15 subsidiaries including Yingkou Zhongwang. After
joining Liaoning Zhongwang in 1997, Mr. Zhang has been
responsible for the production and sales of aluminium
extruded products. He was appointed as a deputy general
manager of Liaoning Zhongwang since December 2011 and
the chairman and general manager of Yingkou Zhongwang
in October 2016. Mr. Zhang achieved a professional
certificate of Machinery Electric at Shenyang University of
Technology in April 2003. Mr. Zhang was appointed as a
non-executive Director on 17 November 2017.



37 China Zhongwang Holdings Limited

Profiles of Directors and Senior Management

Independent Non-executive Directors

Mr. WONG Chun Wa (E#&%), aged 43, is an
independent non-executive Director. He established ACT
Business Consultants Limited and RIW C.P.A. Limited in
December 2006 and April 2008, respectively, and has been
a director of these entities since then. He acted as an
independent non-executive director and the chairman of
the audit committee of Maanshan Iron & Steel Company
Limited, a company listed in Hong Kong and Shanghai
between August 2005 and August 2011 and a supervisor
of Maanshan Iron & Steel Company Limited between
August 2011 and November 2017. He has been serving as
an independent non-executive director of Hong Kong and
Shanghai-listed Chongging Iron & Steel Company Limited
since June 2015. He worked at KPMG from 1999 to 2001 and
Ernst & Young from 2001 to 2004. He received a bachelor’s
degree in accounting from the Hong Kong Polytechnic
University, Hong Kong in 1996. Mr. Wong Chun Wa is a
certified public accountant in Hong Kong and a fellow
member of both the Hong Kong Institute of Certified Public
Accountants and the Association of Chartered Certified
Accountants. He was appointed as an independent non-
executive Director on 1 August 2008.
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Mr. WEN Xianjun (X&), aged 55, is an independent
non-executive Director. Since April 2008, Mr. Wen has
been a member of the party committee (% %) and the vice
chairman (gl& ) of China Nonferrous Metals Industry
Association (FEAEELE T X% E). He has over 30
years' experience in the nonferrous metals industry. Mr.
Wen served as an independent director of Henan Zhongfu
Industrial Co., Ltd., a Shanghai listed company (October
2009 to November 2014), and an independent director
of Ningxia Orient Tantalum Industry Co., Ltd. (April 2011
to October 2014), Suzhou Lopsking Aluminium Co. Ltd.
(October 2013 to October 2014) and Jiaozuo Wanfang
Aluminium Manufacturing Co., Ltd. (July 2013 to February
2016), these are Shenzhen listed companies. Mr. Wen was
the vice president and general secretary of the aluminium
branch of, and the director of the aluminium department
of, China Nonferrous Metals Industry Association from 2006
to 2008. He was the director of the Industry Administration
Department of the State Nonferrous Metals Industry
Administration of China (FREBEREELBEIXRITEES
I =]) from 1998 to 2000. He served as an engineer in the
technology bureau, and deputy director of the investment
and operation department, of China Nonferrous Metals
Industry Corporation (FEIE &£ /8 T E& A7) from 1990
t0 1992 and from 1996 to 1998, respectively. From 1992 to
1996, Mr. Wen was a deputy director of the Development
and Exchange Centre of China Nonferrous Metals Industry
Technology (R BI% & & B irF 222/ # 0). He served as
an assistant engineer in Beijing General Research Institute
for Nonferrous Metals bt R &5 B FL4ER) from 1984
to 1987. Mr. Wen received a bachelor’s degree in metallic
materials from Central South University (|F FAZ2) (formerly
known as Central South Institute of Mining and Metallurgy
(F )R 2P)), China in 1984 and a master's degree in
metallic materials from Beijing General Research Institute
for Nonferrous Metals (it = &€ Bt 426%), China in
1990. He received the title of professor-level senior engineer
FHIE = A TH2EM) from China Nonferrous Metals Industry
Association in 2007. He was appointed as an independent
non-executive Director on 1 August 2008.
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Independent Non-executive Directors

Mr. SHI Ketong (52523), aged 49, is an independent
non-executive Director. Mr. Shi is a senior partner of the
Beijing office of Jincheng & Tongda Law Offices (& &R
2RI FT) where he has been a full-time lawyer since
2001 and he gained 17 years of experience in practicing
PRC corporate and securities law and in advising clients
in matters related to merger and acquisition transactions
and corporate restructuring. He has been serving as an
independent director of Shenzhen-listed Whole Easy
Internet Technology Co., Ltd. (previously known as “Kee
Ever Bright Decorative Technology Co., Ltd.”), since June
2015. Prior to joining Jincheng & Tongda Law Offices, he
practised law at King & Capital Law Firm (At ;= /2 Em =
%P in Beijing from 2000 to 2001 and at Shandong Luzhong
Law Offices (ILERBHARRIEFT) from 1994 to 2000. Mr.
Shi received a bachelor’s degree in economic law from
China University of Political Science and Law (FF B BUA AR ES),
China in 1992. He was appointed as an independent non-
executive Director on 12 August 2008.
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Mr. LO Wa Kei, Roy (EZH), aged 46, is an independent
non-executive Director. Mr. Lo has over 23 years of
experience in auditing, accounting and finance. Mr. Lo is
the Managing Partner of SHINEWING (HK) CPA Limited.
He has been serving as an independent non-executive
director of Sun Hing Vision Group Holdings Limited, Sheen
Tai Holdings Group Company Limited, China Oceanwide
Holdings Limited (previously known as “Hutchison Harbour
Ring Limited”) and Xinming China Holdings Limited, since
1999, 2012, 2014 and 2015, and he has been serving as an
independent non-executive director of China Oceanwide
International Financial Limited (previously known as “Quam
Limited"), Wan Kei Group Holdings Limited and G-Resources
Group Limited since 2017, all of which are Hong Kong
listed companies. He also served as an independent non-
executive director of United Photovoltaics Group Limited
(previously known as “Time Infrastructure Holdings
Limited”) and North Mining Shares Company Limited
(previously known as “Sun Man Tai Holdings Company
Limited”). Mr. Lo received a bachelor's degree in business
administration from the University of Hong Kong in 1993
and a master’s degree in professional accounting from
Hong Kong Polytechnic University in 2000. He is a certified
public accountant, a fellow member of the Hong Kong
Institute of Certified Public Accountants, a fellow member
of CPA Australia and an associate of the Institute of
Chartered Accountants in England and Wales. Mr. Lo is also
the member of the Shanghai Pudong New Area Committee
of the Chinese People’s Political Consultative Conference
and the founding executive vice-president and council
member of the Hong Kong Independent Non-Executive
Director Association and the Divisional Deputy President
— Greater China of CPA Australia. He was appointed as an
independent non-executive Director on 11 February 2009.
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Senior Management

Kot Man Tat (8 30:) Male 46
Li Pengwei (Z=[i§1&) Male 34
Cui Weiye (B #EHE) Male 39
Tang Yanjie (ZE) Male 48
Deng Jun (BPIE) Male 50

Female 37

Li Beibei (=)

Mr. KOT Man Tat (€ 3:£), aged 46, is the chief financial
officer of the Company. He is primarily responsible for the
Group's finance and accounting. Mr. Kot has over 20 years'
experience in accounting and financial management. Mr.
Kot graduated from the Chinese University of Hong Kong in
1996 with the degree of bachelor in business administration.
He had worked with KPMG and Ernst & Young auditing
division, and served as head of corporate finance with
Zhongsheng Group Holdings Limited (@ company listed on
the Stock Exchange). Prior to joining the Group, he served as
senior vice president with a private equity firm. Mr. Kot was
appointed as a chief financial officer of the Company on 28
June 2016.
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Chief financial officer of the Company

Deputy general manager of Liaoning Zhongwang

Vice president and joint company secretary of the Company
Vice president of the Company

Global legal director of the Company

Vice president of the Company

Mr. LI Pengwei (Z=[51&), aged 34, is a deputy general
manager of Liaoning Zhongwang. He is primarily responsible
for Liaoning Zhongwang's research and development. He
also serves on the board of Liaoning Zhongwang Science
& Technology Company Limited, an indirect wholly-
owned subsidiary of the Company. After joining Liaoning
Zhongwang in 2007, Mr. Li has been working at its research
and development centre and was appointed as a deputy
general manager of Liaoning Zhongwang in March 2012. Mr.
Li has been serving as a deputy managing director of China
Non-Ferrous Metals Industry Association and managing
director of the Strategic Alliance for Aluminium Fabrication
Industry Technology Innovation of Liaoning Province
since 2014 and 2015 respectively. Mr. Li has a bachelor’s
degree in metal materials engineering from Heilongjiang
University of Science and Technology and a master’s
degree in materials process engineering from the School of
Metallurgy, Northeastern University.
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Mr. CUI Weiye (E#E#), aged 39, is a vice president and
joint company secretary of the Company. He is primarily
responsible for the capital market operations of the
Company. He is also a member of the board of directors of
7 subsidiaries including Zhongwang Aluminium Company
Limited and Hongkong Zhongwang Investment Limited, the
indirect wholly-owned subsidiary of the Company. Mr. Cui
worked for China Huiyuan Juice Group Limited before joining
the Company. After joining the Company in December 2007,
Mr. Cui served as director of capital market department.
Mr. Cui has a bachelor’s degree in finance from Shandong
University and an MBA degree from Capital University of
Economics and Business. He was appointed as a joint
company secretary of the Company on 28 June 2016 and
was appointed as a vice president of the Company on 5 July
2016. Mr. Cui was elected as a director of J.K. Life Insurance
Corporation on 23 December 2016 and was approved by
the China Insurance Regulatory Commission on 24 February
2017.
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Mr. TANG Yanjie ((BZA), aged 48, is a vice president
of the Company. He is primarily responsible for the
development of the Company’s overseas businesses and
overseas mergers and acquisitions. Before joining the
Company, Mr. Tang worked successively at the Ministry of
Foreign Affairs, Beijing Foreign Studies University and Encore
International, Inc. (Beijing). After joining the Company in July
2010, Mr. Tang served as director of investor relations and
director of international business development successively.
Mr. Tang has a bachelor’'s degree in English literature from
Beijing Foreign Studies University and a master degree in
media and communication regulation from London School
of Economics and Political Science. He was appointed as a
vice president of the Company on 5 July 2016.
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Mr. DENG Jun (38i%), aged 50, is the global legal director
of the Company. He is primarily responsible for the global
legal affairs of the Company. Prior to joining the Company,
Mr. Deng worked at the Hong Kong office of Morrison &
Foerster as an of counsel, and worked respectively as senior
legal counsel at Avenue Capital Group and Chinadotcom
during different periods. He joined the Company in January
2017. Mr. Deng has a bachelor’s degree in international law
from Wuhan University, a master degree in international
politics from Villanova University, the United States and an
LLM from the Law School of Capital University, the United
States.
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Ms. LI Beibei (Z#7%), aged 37, is a vice president
of the Company. She is primarily responsible for global
public relations and brand management. Prior to joining
the Company, Ms. Li worked for Hill+Knowlton Strategies
and UPS. She has extensive experience in public relations,
government affairs as well as corporate social responsibility.
Ms. Li joined the Company in July 2009 and was formerly
director of public relations. She has been responsible for the
Company'’s day-to-day public relations, brand management,
company image building, crisis communications, media
relations, corporate social responsibility, etc. Ms. Li has
double bachelor’s degrees in management and English.
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Joint Company Secretaries
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Mr. CUI Weiye (£# ) is a joint company secretary of
the Company. He is also the vice president of the Company.
His profiles are set out under the paragraph headed “Senior
Management” above.

Ms. CHEUNG Yuet Fan (3k A%¥), aged 52, is a joint
company secretary of the Company. She is a director
of the Corporate Services Division of Tricor Services
Limited (“Tricor”), a global professional services provider
specializing in integrated business, corporate and investor
services. She is a Chartered Secretary and an Associate of
both The Hong Kong Institute of Chartered Secretaries and
The Institute of Chartered Secretaries and Administrators
in the United Kingdom. Prior to joining Tricor, Ms. Cheung
has worked in the role of company secretary and corporate
governance area in various Hong Kong listed companies
and the company secretarial department of Deloitte Touche
Tohmatsu in Hong Kong. She has over 25 years of extensive
experience in the corporate secretarial field and has been
providing professional corporate services to different clients
including listed companies. Ms. Cheung was appointed as a
joint company secretary of the Company on 28 June 2016.
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The Board hereby presents this annual report together with the audited consolidated financial statements (the “Consolidated
Financial Statements”) of the Group for the year ended 31 December 2017 (the “Year under Review”").

Principal Activities

The Company was incorporated in the Cayman Islands on 29 January 2008 as an exempted company with limited liability. The
Group's operations are substantially conducted through its subsidiaries in the PRC. The Group is principally engaged in the
production and sales of high precision, large-section and high value-added industrial aluminium extrusion products which are
widely used in ecological construction, transportation, machinery and equipment and electric power engineering sectors. At
the same time, to further leverage our Group’s existing advantage in the industry, we are extending our reach to the high-end
aluminium flat-rolled product segment and developing deep processing business for aluminium products.

For a fair review of the principal activities of the Group during the Year under Review and its likely future development, please
refer to Management Discussion and Analysis on pages 18 to 31 of this annual report.

Results and Appropriations
The results of the Group for the Year under Review are set out in the Consolidated Financial Statements on pages 99 to 104 of

this annual report.

The Board recommended to declare a final dividend of HKDO.15 per share for the financial year ended 31 December 2017.
Subject to shareholders’ approval at the forthcoming annual general meeting of the Company to be held on Friday, 25 May
2018, the final dividend will be paid on or around Friday, 29 June 2018 to the holders of the Company’s ordinary shares and
convertible preference shares, whose hames appear on the register of members of the Company on Wednesday, 6 June 2018.

Should the final dividend distribution proposal be approved by the shareholders, together with an interim dividend of HKDO.10
per share paid during the Year under Review, the total dividend payout ratio of the Company for the Year under Review would
amount to approximately 41.2%.

Five-year Financial Summary

A summary of our financial results and of the assets and liabilities of the Group for the last five financial years, as extracted
from the Group's Consolidated Financial Statements, is set out on page 172 of this annual report.

Property, Plant and Equipment

Details of movements in the Group’s property, plant and equipment during the Year under Review are set out in Note 14 to the
Financial Statements on page 134 of this annual report.

Bank and Other Loans

Details of bank and other loans are set out in Note 30 to the Financial Statements on pages 146 to 148 of this annual report.
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Disclosure Pursuant to Rule 13.18 of the Listing Rules

Save as disclosed below, the Directors are not aware of any circumstances which would give rise to a disclosure obligation
pursuant to the requirements under Rule 13.18 of the Listing Rules at 31 December 2017.

On 20 June 2014, the Company entered into a facility agreement (the “2014 Facility Agreement”) with a group of banks and
financial institutions relating to a term loan facility in the principal amount of USD500 million (the “2014 Facility”) for a term of
three years. The 2014 Facility was fully repaid on 20 June 2017 by the Company.

Due to the fact that the 2014 Facility Agreement contains a condition imposing specific performance obligations on the
controlling shareholder of the Company and that breach of such obligation will cause a default in respect of the 2014 Facility,
the Company made an announcement pursuant to the requirements of Rule 13.18 of the Listing Rules on 23 June 2014. For
details of such obligation, please refer to that announcement.

On 24 July 2015, Tianjin Zhongwang Aluminium Company Limited (“Tianjin Zhongwang”), an indirect wholly-owned subsidiary
of the Company entered into a syndicated facility agreement (the “2015 Facility Agreement”) with a group of banks relating to a
term loan facility in the principal amount of up to RMB20 billion or its equivalent (the “2015 Facility”) for a term of ten years. At
31 December 2017, the outstanding amount owed by Tianjin Zhongwang under the 2015 Facility Agreement was approximately
RMB10.88 billion.

Due to the fact that the 2015 Facility Agreement contains a condition imposing specific performance obligations on the
controlling shareholder of the Company and that breach of such obligation will cause a default in respect of the 2015 Facility,
the Company made an announcement pursuant to the requirements of Rule 13.18 of the Listing Rules on 24 July 2015. For
details of such obligation, please refer to that announcement.

Share Capital

Details of movements in the share capital of the Company during the Year under Review are set out in Note 32 to the Financial
Statements on pages 150 to 153 of this annual report.

convertible Preference Shares

Pursuant to an ordinary resolution passed at a board meeting of the Company on 28 November 2013, the issuance of ordinary
shares and/or unlisted convertible preference shares by the Company at a price of HKD2.61 per share on the basis of three
new ordinary shares for every ten existing ordinary shares then held by the qualifying shareholders on the record date
and payable in full on the acceptance (the “Open Offer”) was approved. The Open Offer was completed and 2,703,583 new
ordinary shares and 1,619,188,337 convertible preference shares were issued on 28 January 2014, resulting in net proceeds
of approximately HKD4.23 billion (approximately RMB3.32 billion) to the Company. The Company intends to apply the net
proceeds of the Open Offer in full to fund the capital commitments of high value-added aluminium flat rolling project in Tianjin,
PRC. As of 31 December 2017, the net proceeds have been fully applied to the aforementioned purpose.

The convertible preference shares are non-redeemable by the Company and are not listed on the Stock Exchange. The holders
of the convertible preference shares (“Convertible Preference Shareholders”) may request the Company to convert one
convertible preference share into one ordinary share from the date of allotment and issue of the convertible preference shares.
The conversion is subject to the condition that the Convertible Preference Shareholders shall not exercise the conversion
rights if upon the conversion, the percentage of the ordinary shares held by the public would drop below the minimum public
float requirements under the listing rules applicable to the Company.
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The Convertible Preference Shareholders are entitled to participate pari passu in any dividends payable to the holders of the
ordinary shares on a pro rata as-if-converted basis. On return of capital on winding up or otherwise, the assets of the Company
available for distribution shall be applied towards repayment of an amount equal to the aggregate of nominal amounts of the
convertible preference shares, and the Convertible Preference Shareholders shall not have preference to participate in any
remaining assets.

The Convertible Preference Shareholders shall not be entitled to vote at general meetings of the Company unless a resolution is
to be proposed at a general meeting for winding-up the Company or a resolution is to be proposed at a general meeting which

if passed would vary, modify or abrogate the rights and privileges of the convertible preference shares.

The following table sets out the dilutive impact on the respective shareholdings of the substantial shareholder of the Company:

Upon full conversion of the
As at 31 December 2017 convertible preference shares

Number of % of the Number of % of the
ordinary relevant class ordinary relevant class
Name of Shareholder shares of shares shares of shares

Mr. Liu Zhongtian (“Mr. Liu") 4,041,500,000 74.16 5,660,455,467 80.08

The earnings per share attributable to equity shareholders of the Company of RMB0.50 has been calculated on a fully-diluted
basis.

Reserves

Details of movements in the reserves of the Group and the Company during the Year under Review are set out in the
Consolidated Statement of Changes in Equity on page 102 and in Note 32 to the Financial Statements on pages 150 to 153 of
this annual report.

Distributable Reserves of the Company

Pursuant to the relevant Rules of the Cayman Islands, the Company’s reserves available for distribution to shareholders at 31
December 2017 amounted to RMB6.31 billion (31 December 2016: RMB8.46 billion).

Sufficiency of Public Float

Based on information that is publicly available to our Company and to the knowledge of our Directors, our Company has
maintained the prescribed minimum percentage of public float approved by The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) and permitted under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) as at the date of this annual report.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s Articles or applicable laws of the Cayman Islands where
the Company is incorporated.
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Directors

The Directors of the Company during the Year under Review and up to the date of this report were:

Executive Directors

Mr. Liu
(resigned with effect from 17 November 2017)
Mr. Lu Changging (“Mr. Lu”)
(Chairman, appointed with effect from 17 November 2017, and President)
Mr. Gou Xihui
(resigned with effect from 17 November 2017)
Ms. Ma Qingmei
(appointed with effect from 17 November 2017)

Non-executive Directors

Mr. Chen Yan
Mr. Liu Zhisheng

(appointed with effect from 17 November 2017)
Mr. Zhang Hui

(appointed with effect from 17 November 2017)
Ms. Zhong Hong

(passed away on 16 February 2017)

Independent Non-executive Directors

Mr. Wong Chun Wa
Mr. Wen Xianjun
Mr. Shi Ketong

Mr. Lo Wa Kei, Roy

Directors’ Profiles

Details of the Directors’ profiles are set out in the "Profiles of Directors and Senior Management” on pages 34 to 42 of this
annual report.

Directors’ Service Contracts

Each of Mr. Lu, an executive Director, and Mr. Chen Yan, a non-executive Director, has entered into a service contract with our
Company for a term of three years, which can be terminated by not less than three months’ notice in writing served by either
the executive Director/non-executive Director or our Company. Ms. Ma Qingmei, an executive Director, and Mr. Liu Zhisheng
and Mr. Zhang Hui, the non-executive Directors, were appointed to the board of Directors on 17 November 2017. Each of them
has entered into a service contract with our Company for the term commencing from 17 November 2017 to the date of the
forthcoming annual general meeting of the Company, which can be terminated by not less than three months’ notice in writing
served by either the executive Director/non-executive Director or our Company. Each of the independent non-executive
Directors has signed an appointment letter with our Company for a term of three years. The appointments of each of our
Directors are subject to retirement and rotation under the Articles of the Company.
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In accordance with the Company’s Articles, Mr. Wen Xianjun, Mr. Lo Wa Kei, Roy and Mr. Chen Yan will retire from the Board
by rotation and, being eligible, will offer themselves for re-election at the forthcoming annual general meeting. Further, since
Ms. Ma Qingmei, Mr Liu Zhisheng and Mr. Zhang Hui were appointed as directors by the Board on 17 November 2017 pursuant
to article 83(3) of the Company’s Articles, each of them will hold office until the forthcoming annual general meeting and shall
also be subject to re-election thereat.

None of the Directors proposed for re-election at the forthcoming annual general meeting has an unexpired service contract
which is not determinable by the Company or any of its subsidiaries within one year without payment of compensation, other
than statutory compensation.

Confirmation of Independence from the Independent Non-executive Directors

We have received from each of the independent non-executive Directors, namely Mr. Wong Chun Wa, Mr. Wen Xianjun, Mr.
Shi Ketong and Mr. Lo Wa Kei, Roy, the confirmation of their respective independence pursuant to Rule 3.13 of the Listing
Rules. Our Corporate Governance Committee has duly reviewed the confirmation of independence of each of these Directors.
We consider that our independent non-executive Directors had been independent from the date of their appointment to 31
December 2017 and remain independent as at the date of this annual report.

Directors’ and Chief Executives’ Interests and Short Positions in Shares,
Underlying Shares and Debentures

At 31 December 2017, the interests and short positions of our Directors and chief executive in the shares, underlying shares or
debentures of our Company or any of our associated corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFQ")), as recorded in the register required to be kept by our Company pursuant to Section 352 of the SFO,
or as otherwise notified to our Company and the Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of the Listing Rules, were as follows:

Long positions in the ordinary shares of the Company at 31 December 2017

Total number of % of the relevant

Name of Director Capacity/Nature of Interests ordinary shares class of shares
Mr. Lu Beneficial owner/Long position 2,000,000 0.04
42,000,000 0.77

Ma Qingmei Beneficial owner/Long position 3,800,000 0.07
ChenYan Beneficial owner/Long position 42,000,000 0.77
Liu Zhisheng Beneficial owner/Long position 5,700,000 0.10
Interest of spouse/Long position 5,600,000@ 0.10

Zhang Hui Beneficial owner/Long position 5,700,000 0.10
Lo Wa Kei, Roy Beneficial owner/Long position 1,600,000 0.03
Shi Ketong Beneficial owner/Long position 1,600,000 0.03
Wong Chun Wa Beneficial owner/Long position 1,600,000 0.03
Wen Xianjun Beneficial owner/Long position 600,000 0.01

(1) Mr. Lu, Ms. Ma Qingmei, Mr. Chen Yan, Mr. Liu Zhisheng, Mr. Zhang Hui, Mr. Lo Wa Kei, Roy, Mr. Shi Ketong, Mr. Wong Chun Wa and Mr. Wen Xianjun hold share options in
respect of these underlying shares.

(2)  These interests represent share options in respect of these underlying shares held by the spouse of Mr. Liu Zhisheng, which Mr. Liu Zhisheng is deemed under SFO to be
interested in.
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Save as disclosed above, at 31 December 2017, none of the Directors or chief executives of the Company has or is deemed to
have any interests or short positions in the shares, underlying shares or debentures of the Company or any of its 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 short positions which each of them has taken or
deemed to have taken under the SFO), or which will be required, pursuant to Section 352 of the SFO, to be entered in the
register required to be kept therein or which will be required, pursuant to the Model Code, to be notified to the Company and
the Stock Exchange.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed herein, at no time during the Year under Review was the Company or any of its subsidiaries a party to any
arrangement that would enable the Directors to acquire benefits by means of acquisition of shares in, or debentures of, the
Company or any other body corporate, and none of the Directors or any of their spouses or children under the age of 18 were
granted any right to subscribe for the equity or debt securities of the Company or any other body corporate or had exercised
any such right.

Purchase, Sale or Redemption of the Listed Securities

Save as disclosed in the Section “Share Capital” above, during the Year under Review, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company's listed securities.

Directors’ and Controlling Shareholders’ Interests in Competing Business

For the Year under Review, none of the Directors or controlling shareholders (as defined under the Listing Rules) of the
Company was interested in any business which competes or is likely to compete with the businesses of the Group.

We have received an annual written confirmation from Mr. Liu in respect of the compliance by Mr. Liu and his associates
with the provisions of the non-competition deed entered into between our Company and Mr. Liu on 17 April 2009 (the “Non-
competition Deed”).

Our independent non-executive Directors have reviewed the compliance with the Non-competition Deed based on information
and confirmation provided by or obtained from Mr. Liu and his associates (as defined under the Listing Rules), and were
satisfied that Mr. Liu and his associates have duly complied with the Non-competition Deed.

Connected Transactions and Continuing Connected Transactions

During the Year under Review, the Group did not enter into any transactions which constituted non-exempt connected
transactions or non-exempt continuing connected transactions under the Listing Rules.

Related Party Transactions

During the Year under Review, the Group entered into certain transactions with parties regarded as “related parties” under
the applicable accounting standards. Details of these related party transactions are disclosed in Note 36 to the Financial
Statements on page 161 of this annual report. These transactions were not regarded as connected transactions or were
exempt from reporting, announcement and shareholders’ approval requirements under the Listing Rules.
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Directors’ Interests in Contracts of Significance

Save as disclosed above, no contract to which the Company, or any of its subsidiaries or fellow subsidiaries was a party, and in
which a Director of the Company had a material interest, subsisted at the end of the year or at any time during the year.

Directors’ Remuneration

Our Directors’ fees are subject to shareholders’ approval at general meetings. Other emoluments are determined by our
Nomination and Remuneration Committee with reference to the Directors’ duties, responsibilities and our performance and
results.

Retirement Schemes

Retirement benefits are provided to eligible employees of the Group. Eligible employees of our Group members in the PRC
are members of a state-managed retirement benefits scheme operated by the PRC government. The Group is required
to contribute a specified percentage of its payroll costs to the retirement benefits scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefits scheme is to make the specified contributions under the
scheme. Eligible employees of our Group members in Hong Kong are members of the Mandatory Provident Fund Scheme (“MPF
Scheme”), whereby the Group is required to contribute a specified percentage of each eligible employee’s monthly salary to
the MPF Scheme. Eligible employees of our Group members in Germany are members of the Germany state pension fund
program Deutsche Rentenversicherung. The Group is required to contribute a specific percentage of each eligible employee’s
monthly salary to the Deutsche Rentenversicherung. Eligible employees of our Group members in Australia participate in the
superannuation scheme required under Australian law. The Group is required to contribute a specific percentage of each
eligible employee’s salary to the selected superannuation fund(s).

The Group's contributions to the retirement benefits scheme, the MPF Scheme, the Deutsche Rentenversicherung and the
relevant superannuation fund(s) in Australia for the Year under Review were RMB154million, RMB0.17 million, RMB6.18 million
and RMB1.09 million respectively. Particulars of these retirement plans are set out in Note 35 to the Financial Statement on
page 160 of this annual report.

Employees’ Remuneration Policy

The employees’ remuneration comprises of basic salary, performance-based salary and different types of allowances. The
performance-based salary is determined based on the performance results of the Group and the performance assessment
results of the employees.

Management Contracts

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

Permitted Indemnity Provisions

The Company did not have any arrangement with a term providing for indemnity against liability incurred by the Director during
their tenure as such. During the Year under Review, the Company has taken out insurance cover for the Directors.

Equity-linked Agreement

During the Year under Review, the Group did not enter into any equity-linked agreements.
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Substantial Shareholders’ Interests and Short Positions in Shares and Underlying Shares

At 31 December 2017, to the best knowledge of the Directors and the senior management of the Company, the table below
lists out the persons (other than the Directors or chief executives of our Company), who had interests or short positions in
the shares and underlying shares of the Company as recorded in the register of interests required to be kept by our Company
pursuant to Section 336 of Part XV of the SFO:

Long positions in the ordinary shares of the Company at 31 December 2017

Total number of % of the relevant

Name of Shareholder Capacity/Nature of Interests ordinary shares class of shares

Mr. Liu Founder of a discretionary trust/Long position® 4,041,500,000 74.16

TMF (Cayman) Ltd. Trustee/Long position? 4,041,500,000 74.16

Prime Famous Interest of controlled corporation/Long position® 4,041,500,000 74.16
Management Limited

Radiant Day Holdings Interest of controlled corporation/Long position® 4,041,500,000 74.16
Limited

Zhongwang International Beneficial owner/Long position™ 4,041,500,000 74.16

Group Limited (“ZIGL")

Long positions in the underlying ordinary shares of the convertible preference shares of the
Company at 31 December 2017

Total number

of convertible % of the relevant

Name of Shareholder Capacity/Nature of Interests preference shares class of shares

Mr. Liu Founder of a discretionary trust/Long position® 1,618,955,467 99.99

TMF (Cayman) Ltd. Trustee/Long position®@ 1,618,955,467 99.99

Prime Famous Interest of controlled corporation/Long position® 1,618,955,467 99.99
Management Limited

Radiant Day Holdings Interest of controlled corporation/Long position® 1,618,955,467 99.99
Limited

ZIGL Beneficial owner/Long position®™ 1,618,955,467 99.99

(1) The entire issued share capital of ZIGL is held by a trust the beneficiaries of which are members of the family of Mr. Liu, who is a director of ZIGL.
(2)  TMF (Cayman) Ltd. is trustee of the Liu Family Trust and is deemed to be interested in the shares held by the trust.

(3)  Both of Prime Famous Management Limited and Radiant Day Holdings Limited are companies incorporated in the British Virgin Islands and owned by the Liu Family Trust.

Save as disclosed above, at 31 December 2017, the Directors and the senior management of the Company are not aware of
any other person who had an interest or short position in the shares or underlying shares of the Company as recorded in the
register required to be kept by the Company pursuant to Section 336 of the SFO.
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Share-based Incentive Schemes

Share Option Scheme

The Company adopted a share option scheme on 17 April 2008 (the “Share Option Scheme”), pursuant to which the Board
may, at its discretion, invite directors, senior management and consultants of any member of the Group to participate in the
Share Option Scheme to subscribe for the ordinary shares of the Company. The period (the “Option Term”) within which the
options must be exercised shall be determined by the Directors at the time of grant and such period must expire no later
than 10 years from the date the offer has been made to the grantees. The Share Option Scheme is to provide the participants
who have been granted options under the Share Option Scheme to subscribe for Shares with the opportunity to acquire
proprietary interests in the Company and to encourage participants to work towards enhancing the value of the Company and
its shares for the benefit of the Company and its shareholders as a whole. The Share Option Scheme will provide the Company
with a flexible means of either retaining, incentivising, rewarding, remunerating, compensating and/or providing benefits to
participants. The exercise price will be established by the Board at the time the grant of the options is made and shall not be
less than the highest of:

(i)  the closing price of the shares as stated in the daily quotations sheet issued by the Stock Exchange on the grant date;

(i) the average closing price of the shares as stated in the daily quotations sheets issued by the Stock Exchange for the five
business days immediately preceding the grant date; and

(i) the nominal value of a share on the grant date.

The amount payable on acceptance of an option under the Share Option Scheme is HKD1.00 (or its equivalent). Each option
granted has a vesting period as set out under the Share Option Scheme and the relevant granting documents. A grantee shall
be entitled to exercise his/her options to subscribe for up to 20% of the total number of the Company’s ordinary shares under
options during each of the one year period commencing on the first, second, third, fourth and fifth anniversary of the date of
grant, respectively. Where a grantee has not exercised his/her option in respect of the full amount of the vested shares during
such vesting periods, the options shall continue to be exercisable in respect of the unexercised portion of the vested shares
during the rest of the Option Term. All outstanding options shall lapse, among other circumstances, when the grantee ceases
to be a participant of the Share Option Scheme by reason of the termination of his/her employment.

The maximum number of ordinary shares which may be issued upon exercise of all options to be granted under the Share
Option Scheme or any other share option schemes adopted by the Company shall not exceed 10% of the ordinary shares in
issue upon the Listing (the Company may refresh this 10% limit under certain conditions) or 30% of the ordinary shares in issue
from time to time where there are options to be granted and yet to be exercised. As at the date of this annual report, the total
number of shares available for issue under the Share Option Scheme is 544,947,314 shares, representing approximately 10% of
the number of ordinary shares in issue, and approximately 7.71% of the aggregate number of ordinary shares and convertible
preference shares in issue. The total number of ordinary shares issued and to be issued upon exercise of the options granted
to each qualified person under the Share Option Scheme or any other share option schemes adopted by the Company in any
twelve-month period must not exceed 1% of the ordinary shares in issue. Any further grant of options which would result in
the number of ordinary shares exceeding 1% requires a shareholders’ approval with the relevant participant and its associates
abstaining from voting.

The Share Option Scheme is valid and effective for a period of ten years commencing on 17 April 2008 (being the date of
adoption of the Share Option Scheme).

Details of valuation of the options are set out in Note 37 to the Financial Statements on pages 161 to 163 of this report.
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Movements of the options granted under the Share Option Scheme during the year ended 31 December 2017 are as follows:

Number of
Numberof ~ underlying  Number of
underlying ordinary  underlying
ordinary shares ordinary
Number of shares  comprised in shares  Number of
underlying  comprisedin  theoptions comprisedin  underlying

ordinary  the options lapsedor the options ordinary

shares granted cancelled exercised shares

comprised in during the during the during the  comprised in

the options twelve twelve twelve  the options

outstanding months ended months ended monthsended  outstanding

Exercise price  at1January  31December  31December 31 December at 31 December

Name of Grantee Date of grant Date of expiry (HKD) 2017 2017 2017 2017 2017
Directors
Mr. Lu 22 March 2011 21 March 2021 39 2,000,000 - - - 2,000,000
6 January 2016 5 January 2026 393 40,000,000 - - - 40,000,0002
Ma Qingmei 6 January 2016 5 January 2026 393 3,800,000 - - - 3,800,0002
Chen Yan 22 March 2011 21 March 2021 39 2,000,000 - — - 2,000,000
6 January 2016 5 January 2026 393 40,000,000 - - - 40,000,0002
Liu Zhisheng 22 March 2011 21 March 2021 39 3,700,009 — - — 3,700,0000
6 January 2016 5 January 2026 393 7,600,009 — - — 7,600,002
Zhang Hui 22 March 2011 21 March 201 39 1,900,000 - - - 1,900,000"
6 January 2016 5 January 2026 393 3,800,000 - - - 3,800,002
Lo Wa Kel, Roy 22 March 2011 21 March 2021 39 600,000 - - - 600,000
6 January 2016 5 January 2026 39 1,000,000 - - - 1,000,000
ShiKetong 22 March 201 21 March 2021 39 600,000 — - - 600,000
6 January 2016 5 January 2026 393 1,000,000 - - - 1,000,002
Wen Xianjun 22 March 2011 21 March 2021 39 600,000 - - - 600,000
Wong Chun Wa 22 March 2011 21 March 201 39 600,000 - - - 600,000
6 January 2016 5 January 2026 393 1,000,000 — - - 1,000,002
Other Past and Present 22 March 2011 21 March 2021 39 31,400,000 — - - 31,400,000
Employees
Other Past and Present 6 January 2016 5 January 2026 393 351,800,000 — — — 351,800,000
Employees
Total 493,400,000 - - — 493,400,000

(1) The options granted on 22 Mach 2011 were vested in five equal tranches on 22 March 2012, 22 March 2013, 22 March 2014, 22 March 2015 and 22 March 2016, respectively.
Each tranche is exercisable on or before 21 March 2021.

(2)  The options granted on 6 January 2016 are to be vested in five equal tranches. The first two tranche was vested on 6 January 2017 and 6 January 2018, and the rest will be
vested on 6 January 2019, 6 January 2020 and 6 January 2021, respectively. Each tranche is exercisable from the date of vesting up to 5 January 2026.

(3)  Mr. Liu Zhisheng is deemed to be interested in 11,300,000 shares of the Company, which includes (i) the options granted to him under the Share Option Scheme entitling him
to subscribe for 1,900,000 shares of the Company at an exercise price of HKD3.9 per share and 3,800,000 shares of the Company at an exercise price of HKD3.93 per share
and (i) the options granted to his spouse under the Share Option Scheme entitling her to subscribe for 1,800,000 shares of the Company at an exercise price of HKD3.9 per
share and 3,800,000 shares of the Company at an exercise price of HKD3.93 per share.
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Save as disclosed above, during the Year under Review, no option was granted under the Share Option Scheme, and none of
the share options under the Share Option Scheme had been exercised, cancelled or lapsed.

Further particulars of the Share Option Scheme mentioned above are set out in Note 37 to the Financial Statements on pages
161 to 163 of this annual report and the Sections headed “Statutory and General Information — Other Information — Share
Option Scheme” of the prospectus of the Company issued on 24 April 2009.

Charitable Donations

During the Year under Review, the Group made charitable donations amounting to RMB0.2 million.

Compliance with Laws and Regulations

The Board pays close attention to the Group's policies and practices on compliance with legal and regulatory requirements.
External compliance and legal advisers are engaged to ensure transactions and businesses performed by the Group are within
the applicable legal framework. Updates on applicable laws, rules and regulations are brought to the attention of relevant
employees and operation units from time to time.

Environmental Policies and Performance

The Group has strictly complied with the environmental laws and regulations in China and in other operation locations,

nou

including but not limited to “The Environmental Protection Law of the People’s Republic of China”, “Law of the People’s

nou

Republic of China on Prevention and Control of Atmospheric Pollution”, “Law of the People’s Republic of China on Prevention

I

and Control of Water Pollution”, “Law of the People’s Republic of China on the Prevention and Control of Environmental

"o

Noise Pollution”, “Law of the People’s Republic of China on Prevention and Control of Environmental Pollution by Solid

nou

Waste”, “Environmental Impact Assessment Law of the People’s Republic of China”, “Cleaner Production Promotion Law

i nou

of the People’s Republic of China”, “Law of the People’s Republic of China on Energy Conservation”, “Regulations on the
Administration of Construction Project Environmental Protection”, “The Directory of National Hazardous Wastes”, etc. We
understand that all applicable laws and regulations will affect our operational and financial performance, thus we implement
and execute all relevant compliance work through internal control, supervision, and training. The Group has obtained all
necessary environmental permits for the operations that is currently undertaking. During the Year under Review, the Group
had no incidence of non-compliance with the relevant environmental laws and regulations. For more details, please refer to
Section “Environmental, Social and Governance Report — Environmental Protection” as set out in pages 79 to 83 of this annual

report.

Relationships with Employees

Employees are regarded as one of the most important and valuable assets of the Group, and the Group always treasures their
contributions and support. The Group exerts itself to build a harmonious work environment, a sound welfare and compensation
system and a reasonable career plan for its employees and offers appropriate trainings and opportunities to assist them with
their career development and promotion within the Group. For the relevant details, see Section “Environmental, Social and
Governance Report — Our Employee” as set out on pages 76 to 78 and Section “Management Discussion and Analysis —
Employees” as set out on page 29 of this annual report.
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Relationship with Customers and Suppliers

Maintaining harmonious and good relationships with customers and suppliers is one of the key contributors to the Group’s
satisfactory results. The Group has established stable long-term cooperative relationships with a number of domestic and
foreign customers. The Group closely monitors changes in the market, actively works with its customers in developing new
products, and combines research and development with marketing to provide its customers with products of higher quality.
The Group also takes active steps to maintain cooperative relationships with its suppliers to assure stable and adequate raw
material supply to the Group.

Major Customers and Suppliers

The average length of cooperation between the Group and major customers and suppliers exceeds 5 years. The Group allows
an average credit period of 90 to 180 days for domestic sales and an average credit period of 180 days for overseas sales. The
information in respect of the Group’s sales and purchases attributable to the major customers and suppliers, respectively,
during the Year under Review is set out as follows:

Percentage of

the Group'’s

total sales

(%)

The largest customer 15.1
Five largest customers in aggregate 40.8

D
Percentage of

the Group's

total purchases

(%)

The largest supplier 29.8
Five largest suppliers in aggregate 82.3

None of our Directors or any of their close associates or any shareholders (which to the best knowledge of our Directors owned
more than 5% of our Company’s issued share capital) had a material interest in our five largest customers and suppliers.

Compliance with the Code on Corporate Governance Practices

In respect of the Year under Review, save as disclosed in the Corporate Governance Report on pages 58 to 71 of this annual
report, the Company complied with all the code provisions set out in the Corporate Governance Code contained in Appendix
14 of the Listing Rules.
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Principal Risks and Uncertainties

The principal risks and uncertainties facing the Group include macro-economic and policy, industry, business and financial
risks.

Macro-economic and Policy Risks

Risks of Changes in Economies and Policies

As affected by the global and national macro-economies and policies, social and economic structure and the level of economic
development have posed risks and uncertainties to the nonferrous metals industry where the Group operates, including
reduction of sales by the Group to certain customers, increase in interest expenses of bank borrowings of the Group or
reduction of bank facilities currently available for the Group.

To cope with the risk, the Group will reinforce its research and analysis on international landscape, macro-economies and
policies, and timely adjust its corporate strategy, diversify product mix and firmly adhere to the market strategy of “focusing
primarily on China and to a lesser extent on the overseas”, with an aim to enhance the overall profitability and risk resistance
capacity.

Risks of Changes in Tax Laws

In accordance with the current PRC rules on preferential tax treatments of exports, some eligible products of the Group
are entitled to a value-added tax rebate at a certain rate. However, as the global economic growth slows down and both
international and domestic macro-economic environments change, the PRC government may further reduce the rate of value-
added tax rebate or terminate the rules on preferential tax treatments of exports, thus adversely affecting the Group’s financial
position and operating performance.

To cope with the risk, the Group will reinforce its supervision and research on tax system, timely evaluate the possible risks,
adjust product mix promptly and strike a balance between products for domestic market and international markets in order to
effectively resist the risks of changes in tax system.

Risks of Changes in Environmental Protection Policy

The PRC government has imposed strict requirements of the laws of production safety and environmental protection for
enterprises. Since the PRC government is adopting laws on strengthening environmental protection from time to time and
implementing stricter environmental protection standards, it is expected that the Group will have to comply with more
regulations in the future. In addition, the Group predicts this trend will continue and additional expenses may be incurred for
complying with new regulations, thus increasing the Group's operating costs.

To cope with the risk, not only are we certified with 1SO 14001 Environmental Management System, but we have also set up
an Environmental Division to monitor and manage the environmental performance of our plants and maintain communication
with the Ministry of Environmental Protection. In addition, the Group has been optimising its management system for safety
and environmental protection, regularly keeping abreast of the relevant laws and regulations of environmental protection in
order to ensure full compliance with local laws of environmental protection.

Industry Risks

Risks of Horizontal Competition

The Group operates in a market full of competition, and has to compete with a number of aluminium processed product
manufacturers from the PRC, North America, Europe and other regions in price, lead time and the reliability and stability of
product quality. The Group’s competitors include major overseas and domestic aluminium processed product manufacturers.
The fierce competition has posed challenges to the Group.

To cope with the risk, the Group will continue to adjust product mix, carry out on-going transformation and upgrade, establish
a massive customer base, expand sales and distribution network and strengthen research, development and innovation with
an aim to further enhance the Group's product and overall competitiveness. In addition, the Group will continue to supervise

and analyze industrial policies and competitors in order to formulate and adjust responsive strategies in a timely manner.
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Business Risks

Risks of Uncertain Revenues from New Project

The Group plans to develop a number of new projects which require a large amount of investment and a longer period for
investment return. As such, higher degree of uncertainty remains in production, sales and market prospects.

To cope with the risk, the Group has sufficiently conducted a market research. With the light-weight development in energy
saving, reduction of emission and transportation, the Group has been enhancing its stability of techniques and technologies for
new projects, developing relevant markets and monitoring the national policies from time to time in order to better control the
development of new projects.

Financial Risks

Foreign Currency Risk

Most of the Group's businesses are settled in Renminbi. However, the Group’s sales to overseas customers and foreign
currency denominated loans are settled in foreign currencies. Exchange rate fluctuations will affect contractual sales revenue
denominated in foreign currencies and on borrowings denominated in foreign currencies, which in turn may, to a certain
extent, have adverse effects on the Group.

To cope with the risk, the Group has its financial and capital policies in place with an aim to control the foreign currency
fluctuation risk and the interest rate fluctuation risk of individual transactions. The management of the Group has been
monitoring the exchange rate risk, and will consider hedging against major foreign currency risk when required.

Interest Rate Risk

Interest rate change risk borne by the Group is primarily derived from debentures and loans. The Group has to face the cash-
flow interest rate risk on floating-rate loans and fair value interest rate risk on fixed rate loans. The change of interest rate will
increase the uncertainty of the finance costs of the Group, which may exert impact on the operating targets of the Group.

To cope with the risk, the Company will reinforce its analysis and research on interest rate trends and actively explore
financing channels to optimise its debt structure and reduce finance costs.

Price Fluctuation Risk of Aluminium Ingot

The Group's principal raw materials in the aluminium processed product business include aluminium ingots, aluminium rods,
magnesium ingots, silicone ingots, etc. The prices of raw materials have been mostly affected by policies and economic
situation, exerting potential impact on the financial condition and operating results of the Company.

To cope with the risk, the Group’s pricing of aluminium products is on a “cost-plus” basis, pursuant to which the selling price
for the products are determined on the prevailing price of aluminium ingots plus a processing fee charged by the Group. The
Group’s pricing policy is to pass the price fluctuation risk to its customers. In addition, the Group will reinforce its judgement on
market to further enhance its control and management capacity over the risk of market price.

The principal financial risks are set out in the Section “Management Discussion and Analysis — Financial Risks” on pages 30 to
31 of this annual report.
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Major Purchase and Sale of Subsidiaries and Associates

There was no major purchase and sale of the subsidiaries and associates of the Company during the Year under Review.

Event after the Reporting Period

The Group had no material events after the reporting period.

Model Code for Securities Transactions

Details of our Directors’ compliance with the Model Code for Securities Transactions are set out in Corporate Governance
Report on pages 58 to 71 of this annual report.

Auditor

KPMG acted as the auditor of the Company during the period from 1 January 2017 to 18 December 2017. The shareholders of
the Company resolved at the extraordinary general meeting held on 18 December 2017 that BDO Limited be appointed as the
auditor of the Company. The Consolidated Financial Statements have been audited by BDO Limited, who will retire and, being
eligible, offer itself for re-appointment at our forthcoming annual general meeting.

A resolution to re-appoint BDO Limited as our external auditor will be submitted for shareholders’ approval at our forthcoming
annual general meeting.

By order of the Board
Lu Changging
Chairman

Hong Kong, 23 March 2018
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The Company is committed to maintaining and upholding guidelines and procedures for stringent corporate governance. The
principle of the Company'’s corporate governance is to promote effective risk management and internal control measures and
to increase the transparency and accountability of the Board to all shareholders.

The Company has adopted the code provisions set out in the Corporate Governance Code contained in Appendix 14 of the
Listing Rules (the “Governance Code”) since its listing on the Stock Exchange in 2009. The Company has periodically reviewed
its corporate governance practices to ensure its continuous compliance with the Governance Code.

In respect of the Year under Review, save as disclosed in this report, all the code provisions set out in the Governance Code
were met by the Company.

Compliance with the Model Code by Directors

The Company has adopted the Model Code as set out in Appendix 10 of the Listing Rules as its code of conduct regarding
its Directors’ securities transactions. Directors are reminded of their obligations under the Model Code on a regular basis.
Following specific enquiry by the Company, all Directors have confirmed that they have complied with the required standard
set out in the Model Code throughout the Year under Review and up to the date of this annual report.

The Board of Directors

Responsibilities of the Board

The Board is responsible for achieving the corporate goals, formulating the development strategy, regularly reviewing the
organisational structure and monitoring the business activities and the performance of management so as to protect and
maximise the interests of the Company and its shareholders. Matters relating to the daily operations of the Group are
delegated to the management.

During the Year under Review, the Board, among others, considered and approved the annual budget, management results
and performance update against annual budget, together with business reports from the management, reviewed and approved
the audited annual results for the year ended 31 December 2016, the unaudited quarterly results of the periods ended 31
March 2017 and 30 September 2017, the unaudited interim results for the six months ended 30 June 2017, supervised the
Group's critical business operations and assessed the risk management and internal control and financial matters of the
Group.

The Board has also regularly reviewed the contribution of each Director to performing his/her responsibilities to the Company
and whether the Director is spending sufficient time performing them. The Directors are also required to inform the Board of
any change to their significant commitments on a timely basis.

The Company has arranged for appropriate insurance for all Directors in respect of legal actions against the Directors arising
out of corporate activities.
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Board Composition

The Board has a balance of skills and experience appropriate for the requirements of the Company’s business. It currently
consists of nine members, including two executive Directors, three non-executive Directors and four independent non-
executive Directors. An updated list of the Directors is maintained on our Company’s website and the Stock Exchange’s
website. The biographies of the Directors are set out in the Section headed “Profiles of the Directors and Senior Management”
of this annual report.

The Directors of the Company during the Year under Review and up to the date of this report were:

Executive Directors

Mr. Liu® (Chairman of the Board, Chairman of the Strategy and Development Committee and Member of the
Nomination and Remuneration Committee, each from 1 January 2017 to 17 November 2017)
Mr. Lu? (Chairman of the Board, Chairman of the Strategy and Development Committee and Member of the

Nomination and Remuneration Committee, each from 17 November 2017; Member of the Strategy and
Development Committee, from 1 January 2017 to 17 November 2017)

Ms. Ma Qingmei® (Member of the Strategy and Development Committee, from 17 November 2017)

Mr. Gou Xihui*

Non-executive Directors

Mr. Chen Yan
Mr. Liu Zhisheng®
Mr. Zhang Hui®
Ms. Zhong Hong®

Independent Non-executive Directors
Mr. Wong Chun Wa  (Chairman of the Audit Committee)

Mr. Wen Xianjun (Chairman of the Nomination and Remuneration Committee; Member of the Audit Committee,
Corporate Governance Committee and Strategy and Development Committee)

Mr. Shi Ketong (Member of the Audit Committee, Corporate Governance Committee and Nomination and Remuneration
committee)

Mr. Lo Wa Kei, Roy (Chairman of the Corporate Governance Committee)

Notes:

1. Mr. Liu resigned as director on 17 November 2017.

2. Mr. Lu was appointed as chairman of the Board on 17 November 2017.

3. Ms. Ma Qingmei was appointed as an executive director on 17 November 2017.

4. Mr. Gou Xihui resigned as director on 17 November 2017.

5. Each of Mr. Liu Zhisheng and Mr. Zhang Hui was appointed as a non-executive director on 17 November 2017.

6. Ms. Zhong Hong passed away on 16 February 2017.
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Chairman and Chief Executive Officer

During the period from 1 January 2017 to 17 November 2017, Mr. Liu acted as the chairman of the Board and Mr. Lu acted as
the president (i.e. the chief executive) of the Company. Subsequent to Mr. Liu’s resignation on 17 November 2017, Mr. Lu was
appointed as the chairman of the Board.

Code provision A.2.1 of the Governance Code stipulates that the roles of chairman and chief executive should be separate
and should not be performed by the same person, and the division of responsibilities between the chairman and the chief
executive should be clearly established and set out in writing.

During the Year under Review, the Company deviated from this provision from 17 November 2017 to 31 December 2017,
because Mr. Lu performed both the roles of chairman of the Board and the president (i.e. the chief executive) of the Company.
Mr. Lu has joined the Group for a long period of time and was appointed to various important managerial functions in the
Group. He does not only have a wealth of experience in the business operation as well as the overall management, but also an
extensive knowledge in the industry. As such, the Board believes that this arrangement of Mr. Lu taking up both roles facilitates
the Group's strategic development at this stage. The Board considers that this arrangement will not impair the balance of
power and authority between the Board and the management of the Company as a majority of the Board members are non-
executive Directors and independent non-executive Directors and the Board meets regularly to consider major matters
affecting the operations of the Group and all Directors are properly and promptly briefed on such matters with adequate,
complete and reliable information.

Mr. Lu, as the chairman of the Board, is responsible for ensuring that the Directors are properly briefed on issues arising at
board meetings and that they receive adequate information in a timely manner. Mr. Lu also endeavours to ensure that good
corporate governance practices and procedures are established, all Directors make full and active contribution to the Board's
affairs, and that the Board acts in the interests of the Company.

Under the leadership of Mr. Lu, the Board works effectively and performs its responsibilities with all key and appropriate issues
discussed in a timely manner. Directors are encouraged to express their views and the Board decisions have fairly reflected
their consensus. A culture of openness and constructive relations among Directors has been promoted within the Board.
Appropriate steps are also taken to provide effective communication between the shareholders and the Board.

Mr. Lu, as the president of the Company, is also primarily responsible for the Group's strategic planning, operations and
management.

During the Year under Review, the chairman of the Board has met once with the non-executive Directors, including the
independent non-executive Directors (without the presence of the executive Directors) to discuss, and obtain independent
views of, the Board's affairs.

Independent Non-executive Directors

Independent non-executive Directors play a significant role in the Board by virtue of their independent judgment, scrutiny
of the Company’s performance, and positive and constructive contribution, which are crucial to the development of the
Company’s strategy and policy. They are also encouraged to attend the general meetings of the Company to develop a
balanced understanding of the views of the shareholders.
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During the Year under Review, the Board at all times met the requirements of the Listing Rules relating to the appointment
of at least one-third of the Board comprising independent non-executive Directors with one of them possessing appropriate
professional qualifications or accounting or related financial management expertise.

Each of the independent non-executive Directors has signed an appointment letter with our Company for a term of three years.
The Company has received annual confirmations from each of our four independent non-executive Directors in respect of
their independence pursuant to Rule 3.13 of the Listing Rules. The Company considers that all the independent non-executive
Directors are independent parties in accordance with the independence guidelines set out in the Listing Rules and free of any
relationship that could materially interfere with the exercise of their independent judgments.

Appointment, Re-election and Removal of Directors

The Nomination and Remuneration Committee is responsible for formulating the procedures for appointing Directors,
nominating suitable candidates so as to fill vacancies due to the resignation of directors or appoint additional directors and
making recommendation to the Board in respect of proposal for re-election of retiring directors for approval at the annual
general meeting. When selecting candidates for appointment as our Directors, the Nomination and Remuneration Committee
will consider the candidates’ integrity, achievements and experience in the relevant industry, expertise, educational
background and whether they have sufficient time to assume the post of Directors.

On 17 November 2017, Ms. Ma Qingmei was appointed as executive Director and each of Mr. Liu zhisheng and Mr. Zhang
Hui was appointed as non-executive Director pursuant to article 83(3) of the Company’s Articles. Therefore, each of them
will hold office until the forthcoming annual general meeting and shall also be subject to re-election thereat. Ms. Zhong Hong
passed away on 16 February 2017. Mr. Liu and Mr. Gou Xihui resigned as executive Directors on 17 November 2017. Each of
the independent non-executive Directors are appointed on a term of three years subject to rotation. Pursuant to the Code
Provision A.4.3 of the Governance Code, any further appointment of independent non-executive director serving more than
nine years should be subject to a separate resolution to be approved by shareholders. Notwithstanding that each of Mr.
Wen Xianjun and Mr. Lo Wa Kei, Roy has served as an independent non-executive Director for more than nine years, (i) the
Board has assessed and reviewed the annual confirmation of independence based on the criteria set out in Rule 3.13 of the
Listing Rules and affirmed that each of Mr. Wen Xianjun and Mr. Lo Wa Kei, Roy remains independent; (i) the Nomination and
Remuneration Committee of the Company has assessed and is satisfied of the independence of each of Mr. Wen Xianjun and
Mr. Lo Wa Kei, Roy; and (iii) the Board considers that each of Mr. Wen Xianjun and Mr. Lo Wa Kei, Roy remains independent of
management and free of any relationship which could materially interfere with the exercise of his independent judgment. In
view of the aforesaid factors and the experience and knowledge of the relevant individual, the Board would recommend each
of Mr. Wen Xianjun and Mr. Lo Wa Kei, Roy for re-election at the Annual General Meeting.

Pursuant to articles 84(1) and (2) of the Articles of the Company, at each annual general meeting, at least one-third of the
Directors for the time being will retire from office by rotation provided that every Director shall be subject to retirement at an
annual general meeting at least once every three years. A retiring Director shall be eligible for re-election.

Pursuant to the Articles of the Company, the Directors shall have the power from time to time and at any time to appoint any
person as a Director either to fill a casual vacancy on the Board or as an addition to the existing Board.

In compliance with the above provisions of the Articles of the Company, Ms. Ma Qingmei, Mr. Liu Zhisheng, Mr. Zhang Hui, Mr.
Wen Xianjun, Mr. Lo Wa Kei, Roy and Mr. Chen Yan shall retire at the forthcoming annual general meeting and, being eligible,
will offer themselves for re-election.
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Board Committees

The Board has established the audit committee, nomination and remuneration committee, corporate governance committee
and strategy and development committee (collectively, the “Board Committees”). The Board Committees are formed with
specific written terms of reference which deal with their authority and duties clearly. The Board Committees are provided with
sufficient resources to discharge their duties and, upon reasonable request, are able to seek independent professional advice
in appropriate circumstances, at the Company’s expenses.

Audit Committee

The audit committee of the Company ("Audit Committee”) comprises three members who are all independent non-executive
Directors, namely, Mr. Wong Chun Wa (chairman), Mr. Wen Xianjun and Mr. Shi Ketong. None of them is a member of the
former or existing auditors of the Company.

The Audit Committee acts as the key representative body for overseeing the Company’s relations with the external auditor and is
primarily responsible for the review and supervision of the Group's financial reporting process, risk management and internal
controls and review of the Company’s financial statements. The Audit Committee meets regularly with the Company’s external
auditor to discuss the audit procedures and accounting issues. The Audit Committee should meet at least twice a year. In
the Year under Review, five meetings were held by the Audit Committee. The Audit Committee has reviewed and discussed
the audited annual results for the year ended 31 December 2016, the unaudited quarterly results of the periods ended 31
March 2017 and 30 September 2017, the unaudited interim results for the six months ended 30 June 2017 with the senior
management of the Company, and has also reviewed the effectiveness of the risk management and internal control systems as
well as the internal audit function and financial reporting matters of the Group.

In addition, the Audit Committee reviews arrangements by which employees of the Company can, in confidence, raise
concerns about possible improprieties in financial reporting, risk management and internal control or other matters, and it
ensures that proper arrangements are in place for fair and independent investigation of such concerns and appropriate follow-
up actions.

The terms of reference of the Audit Committee is available on the Company’s website and the Stock Exchange’s website. The
attendance of Directors at the Audit Committee meetings held in the Year under Review was as follows:

Audit Committee Members

Mr. Wong Chun Wa 5
Mr. Wen Xianjun 5
Mr. Shi Ketong 5

Nomination and Remuneration Committee

We established a remuneration committee in accordance with the requirements of Appendix 14 of the Listing Rules in 2009.
In compliance with the Governance Code, the Company expanded its remuneration committee’s duties on 28 December 2011
to include nomination-related authority and duties and changed its name to the Nomination and Remuneration Committee.
Members of the Nomination and Remuneration Committee comprise one executive Director, namely Mr. Lu, and two
independent non-executive Directors, namely Mr. Wen Xianjun (chairman) and Mr. Shi Ketong.
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The Nomination and Remuneration Committee is responsible for nomination-related duties, including, without limitation,
reviewing the structure, size, diversity and composition of the Board, determining nomination policy for Directors, making
recommendations of suitable candidates to the Board for directorships, assessing independence of the independent non-
executive Directors, and making recommendations to the Board on the appointment and re-appointment of Directors and
succession planning for Directors. The Nomination and Remuneration Committee regards increased diversity at the Board
level as an important means to enhance Board effectiveness and corporate governance. In reviewing the composition of the
Board and making recommendations of suitable candidates to the Board for directorships, the Nomination and Remuneration
Ccommittee takes a balanced view towards the consideration of a number of factors, including but not limited to gender,
ethnicity, age, cultural and educational background, or professional knowledge, skills and experience.

The Nomination and Remuneration Committee is also responsible for remuneration-related duties, including, without limitation,
examining and determining the remuneration packages of individual executive Directors and senior management, establishing
a formal and transparent procedure for development of remuneration policy, assessing performance of executive Directors,
approving the terms of executive Directors’ service contracts, and ensuring no Director or his/her associate is involved in
deciding his/her own remuneration.

The terms of reference of the Nomination and Remuneration Committee is available on the Company’s website and the Stock
Exchange’s website.

The Nomination and Remuneration Committee should meet at least once a year. Three meetings were held by the Nomination
and Remuneration Committee during the Year under Review to discuss the nomination and remuneration of Directors,
including the review of the appointment of chairman of the Board and change of Directors during the Year under Review,
and to review the diversity of the Board and assess relevant policies. The attendance of Directors at the Nomination and
Remuneration Committee meetings held during the Year under Review was as follows:

e B ]
Nomination and Remuneration Committee Members

Mr. Wen Xianjun

Mr. Liu (resigned on 17 November 2017)
Mr. LU (@ppointed on 17 November 2017)
Mr. Shi Ketong

w o w w

Corporate Governance Committee

We have established a corporate governance committee (“Corporate Governance Committee”). Members of the Corporate
Governance Committee consist of three independent non-executive Directors, namely Mr. Lo Wa Kei, Roy (chairman), Mr. Wen
Xianjun and Mr. Shi Ketong.

The Corporate Governance Committee is primarily responsible for developing, reviewing and monitoring the Company’s
policies and practices on corporate governance matters and on compliance with the Governance Code and disclosure in the
corporate governance report and other relevant legal and regulatory requirements. It is also responsible for reviewing and
monitoring the training and continuous professional development of the Directors and senior management and compliance
with the code of conduct applicable to the employees and Directors.
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The Corporate Governance Committee should meet at least four times a year. Four meetings were held by the Corporate
Governance Committee during the Year under Review to review the corporate governance function as set out in code
provision D.3.1 of the Governance Code. The attendance of Directors at the Corporate Governance Committee meetings held
during the Year under Review was as follows:

S— | T
Corporate Governance Committee Members

Mr. Lo Wa Kei, Roy 4
Mr. Wen Xianjun 4
Mr. Shi Ketong 4

Strategy and Development Committee

We have established a strategy and development committee (“Strategy and Development Committee”). Members of the
Strategy and Development Committee comprise Mr. Lu (chairman), Ms. Ma Qingmei and Mr. Wen Xianjun. The primary
functions of the Strategy and Development Committee are to review and formulate strategic positioning, development plans,
market development and operation strategies, and strategies on its material projects, business expansion, capital expenditure,
and asset restructuring of our Group.

The Strategy and Development Committee should meet at least once a year. Two meetings were held by the Strategy and
Development Committee during the Year under Review. The attendance of Directors at the Strategy and Development
Committee meetings held during the Year under Review was as follows:

D N |
Strategy and Development Committee Members

Mr. Liu (resigned on 17 November 2017)

Mr. Lu

Ms. Ma Qingmei (@ppointed on 17 November 2017)
Mr. Wen Xianjun

N O NN

Board Meetings and General Meeting

The Board conducts meetings on a regular basis to discuss the overall strategy as well as the operation and financial
performance of the Group. During the Year under Review, the Board held eleven meetings based on the needs of the operation
and business development of the Group. Besides, the Directors also attended the annual general meeting held on 26 May 2017
(the "2017 AGM") and the extraordinary general meeting held on 18 December 2017 (the “EGM") to understand the views of
the shareholders.
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The attendance of each Director at the Board meetings and the 2017 AGM and the EGM was as follows:

I N |
Members of the Board Board Meetings 2017 AGM EGM
Executive Directors
Mr. Liu (resigned with effect from 17 November 2017) 9 1 1
Mr. Lu 11 1 1
Ms. Ma Qingmei (@ppointed with effect from 17 November 2017) 2 0 1
Mr. Gou Xihui (resigned with effect from 17 November 2017) 9 1 0

Non-executive Directors

Mr. Chen Yan 11 1 1
Mr. Liu Zhisheng (appointed with effect from 17 November 2017) 2 0 1
Mr. Zhang Hui (appointed with effect from 17 November 2017) 2 0 1
Ms. Zhong Hong (passed away on 16 February 2017) 0 0 0
Independent Non-executive Directors

Mr. Wong Chun Wa 11 1 1
Mr. Wen Xianjun 11 1 1
Mr. Shi Ketong 11 1 1
Mr. Lo Wa Kei, Roy 11 1 1

Reasonable notices of Board meetings have been given to the Directors prior to the meetings whereby the Directors can
put forward his/her proposed items into the meeting agenda. The meeting procedures of the Board have complied with the
Articles of the Company as well as the relevant rules and regulations. The agenda and relevant materials were provided to
all Directors in a timely manner before the Board meeting. Minutes of the Board meetings recorded in sufficient details the
matters considered and decisions made during the Board meetings. Drafts of these minutes are circulated to all Directors for
their review and the final versions of which are available for inspection by the Directors of the Company.
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Training for Directors

The Company has regularly provided the Directors with information of relevant training courses and requires the Directors to
attend at least eight hours of training per year. During the Year under Review, the Directors have participated in continuous
professional development programmes and provided the Company with a record of their training received as follows:

Name of Director Area(s) of training Hours of training

Mr. Liu Regulatory; corporate governance 8
(resigned with effect from 17 November 2017)

Mr. Lu Regulatory; corporate governance; financing 14

Ms. Ma Qingmei Financing; risk management 6
(appointed with effect from 17 November 2017)

Mr. Gou Xihui Regulatory; corporate governance 8
(resigned with effect from 17 November 2017)

Mr. Chen Yan Regulatory; corporate governance; financing 14

Mr. Liu Zhisheng Financing; risk management 6
(appointed with effect from 17 November 2017)

Mr. Zhang Hui Financing; risk management 6
(appointed with effect from 17 November 2017)

Ms. Zhong Hong — 0
(passed away on 16 February 2017)

Mr. Wong Chun Wa Regulatory; corporate governance; financing 14

Mr. Wen Xianjun Regulatory; industry updates; corporate 18

governance
Mr. Shi Ketong Regulatory; corporate governance; financing 30
Mr. Lo Wa Kei, Roy Corporate governance, financing 17

Training for Joint Company Secretaries

The joint company secretaries have attended training courses with information regularly provided by the Company or
conducted by external professional bodies. During the Year under Review, the joint company secretaries have participated
in continuous professional development programmes and provided the Company with a record of their training received as
follows:

Name of Company Secretary Area(s) of training Hours of training

Mr. Cui Weiye Corporate governance; merger and acquisition; 57
risk management

Ms. Cheung Yuet Fan Legal and regulatory, taxation and corporate 22
governance

The Company considers that the training of the two joint company secretaries was in compliance with the requirements under
Rule 3.29 of the Listing Rules. The primary contact person at the Company with Ms. Cheung Yuet Fan of Tricor Services Limited,
external service provider, is Mr. Cui Weiye who is a joint company secretary and a vice president of the Company.
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Supply of and Access to Information

All Directors have full and timely access to all relevant information as well as advice and services of the joint company
secretaries, with a view to ensuring that the meeting procedures of the Board and all applicable rules and regulations are
followed. Upon making request to the Board, all Directors may obtain independent professional advice at the Company'’s
expense for carrying out their functions. The chairmen of the Board Committees also regularly report at Board meetings
on their recommendations and activities. The external auditor attended the 2017 AGM and will be invited to attend the
forthcoming annual general meeting to answer questions about the conduct of the audit, preparation and content of the
auditors’ reports, accounting policies, and auditors’ independence.

The constitutional documents of the Company are available at the Company’s website and the Stock Exchange’s website.
During the Year under Review, there is no change to the constitutional documents of the Company.

Remuneration of Senior Management

The remuneration policy of the senior management has been recommended, reviewed and approved by our Nomination
and Remuneration Committee, which had reference to their expertise and experience in the industry, the performance and
profitability of the Group as well as remuneration benchmarks from other comparable companies and prevailing market
conditions. Directors and senior management also participate in the share option scheme which are determined in accordance
with the performance of the Group and the individual’s performance.

The remuneration of the Directors for the Year Under Review has been disclosed in Note 10 to the Financial Statements on
pages 129 to 130 of this annual report.

During the Year under Review, the remuneration of the senior management of the Group by band is set out below:

Number of
Remuneration Bands persons
Nil to RMB1,500,000 4
RMB1,500,001 to RMB3,000,000 2

Directors’ and Auditor's Responsibility for the Financial Statements

The Directors of the Company acknowledge their responsibility to present a balanced, clear and understandable assessment
in the consolidated financial statements of the annual and interim results. In preparing the Consolidated Financial Statements
for the Year under Review, the Directors have selected appropriate accounting policies and applied them consistently, adopted
appropriate International Financial Reporting Standards, and made prudent and reasonable judgments and estimates, and
have prepared the Consolidated Financial Statements on an ongoing basis. The statement of the independent auditor of the
Company about their reporting responsibilities and opinion on the Consolidated Financial Statements for the Year under
Review is set out in the Section headed “Independent Auditor’'s Report” on pages 93 to 98 of this annual report.
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Management Function

The Company'’s Articles set out matters which are specifically reserved to the Board for its decision. The management team of
the Company holds meetings regularly to review and discuss with executive Directors on daily operational issues, financial and
operating performance as well as to monitor and ensure the management properly implement the directions and strategies set
by the Board. The responsibilities of the senior management members are set out in their respective biographies in the Section
headed "“Profiles of Directors and Senior Management” on pages 34 to 42 of this annual report.

The senior management has provided the Board with sufficient explanation and information to enable the Board to make an
informed assessment of financial and other information put before it for approval. They have also provided monthly updates,
including the management accounts and management updates, which gives a balanced and understandable assessment of
the Company’s performance, position and prospects in sufficient details to the Directors to enable them to discharge their
duties.

Risk Management and Internal Control

The Board acknowledges its responsibility for the risk management and internal control systems and reviewing their
effectiveness. Such systems are designed to identifying, analysing, evaluating and mitigating risk exposures that may impact
the continued efficiency and effectiveness of the operation of the Group. The goal of our risk management and internal control
mechanism is to provide reasonable assurance regarding the achievement of objectives in relation to the following and to
promote fulfilment of the Company’s corporate development strategy:

(i) effectiveness and efficiency of operations and corporate management processes,
(i) reliability of financial reporting; and
(i) compliance with applicable laws and regulation.

Through the Audit Committee, the Board has reviewed the risk management and internal control mechanism in respect of
financial, operational and compliance matters of the Group and its subsidiaries and has considered the adequacy of resources,
staff qualifications and experience, training programmes and budget of the Company’s accounting and financial reporting
function.

The management monitors the assessment of the risk management and internal controls and has reported to the Board
and the Audit Committee on the effectiveness of the risk management and internal control systems for the year ended 31
December 2017.

The Company has developed and adopted different risk management procedures and guidelines with defined authority. Self-
evaluation has been conducted semi-annually to confirm that control policies are properly complied with by each department.

All departments conducted internal control assessment regularly to identify risks that potentially impact the business of the
Group and various aspects including key operational and financial processes, regulatory compliance and information security.
The management, in coordination with department heads, assessed the likelihood of risk occurrence, provide treatment plans,
and monitor the risk management progress.
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The Internal Audit Department is responsible for performing independent review of the adequacy and effectiveness of the risk
management and internal control systems. The Internal Audit Department examined key issues in relation to the accounting
practices and all material controls and provided its findings to the Audit Committee.

The Board considered that, for the year ended 31 December 2017, the risk management and internal control systems of the
Company are effective and adequate. The Board will conduct periodical review on the relevant improvement and enhancement
procedures in order to strengthen the risk management and internal control measures of the Group.

The Company has developed its procedures and designated specified persons to provide guidance to the Company’s directors,
officers, senior management and relevant employees in handling confidential information, monitoring information disclosure
and responding to enquiries. Control procedures are implemented and specified persons are designated to ensure that
unauthorised access to and use of inside information are strictly prohibited.

Independent Auditor's Appointment and Remuneration

KPMG acted as the auditor of the Company during the period from 1 January 2017 to 18 December 2017. The shareholders of
the Company resolved at the extraordinary general meeting held on 18 December 2017 that BDO Limited be appointed as the
auditor of the Company, who will retire and, being eligible, offer itself for re-appointment at our forthcoming annual general
meeting.

For the Year under Review, the remuneration paid by the Company to KPMG for statutory audit services and non-audit services
were nil and RMB3 million respectively. The remuneration payable by the Company to BDO Limited for statutory audit services
and non-audit services were RMB3.88 million and RMB3.77 million, respectively, and the non-audit services relate to the spin-
off and listing of the Group's aluminium extrusion business on the Shanghai Stock Exchange.

Communications with Shareholders and Investor Relations Department

We adhere to the principle of good faith and strictly comply with and implement the Listing Rules to disclose disclosable
information on a true, accurate, complete and timely basis and all other information that might have significant impact on the
decisions of shareholders and other stakeholders in an active and timely manner. In addition, the Company makes efforts in
ensuring that all shareholders have equal access to information and are familiar with the detailed procedures for voting by poll.
As such, the Company has honestly performed its statutory obligation in respect of information disclosure.

Any one or more Shareholders holding at the date of deposit of the requisition not less than one-tenth of the paid up capital
of the Company carrying the right of voting at general meetings of the Company (the “Eligible Shareholder(s)”) shall at all times
have the right, by written requisition to the Board or the company secretary of the Company, to require an extraordinary
general meeting ("EGM”) to be called by the Board for the transaction of any business specified in such requisition, including
making proposals or moving a resolution at the EGM. Eligible Shareholders who wish to convene an EGM for the purpose
of making proposals or moving a resolution at the EGM must deposit a written requisition (the “Requisition”) signed by the
Eligible Shareholder(s) concerned to the principal place of business of the Company in Hong Kong at 56/F, Bank of China
Tower, 1 Garden Road, Hong Kong, for the attention of the Chairman of the Board. The Requisition must state clearly the name
of the Eligible Shareholder(s) concerned, his/her/their shareholding in the Company, the reason(s) to convene an EGM, the
agenda proposed to be included, the details of the business(es) proposed to be transacted in the EGM, signed by the Eligible
Shareholder(s) concerned.
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The Company will check the Requisition and the identity and the shareholding of the Eligible Shareholders will be verified
with the Company’s branch share registrar. If the Requisition is found to be proper and in order, the Chairman of the Board
will ask the Board to convene an EGM within 2 months and/or include the proposal or the resolution proposed by the Eligible
Shareholder(s) at the EGM after the deposit of the Requisition. On the contrary, if the Requisition has been verified as not in
order, the Eligible Shareholder(s) concerned will be advised of this outcome and accordingly, the Board will not call for an
EGM and/or include the proposal or the resolution proposed by the Eligible Shareholder(s) at the EGM. If within 21 days of
the deposit of the Requisition the Board has not advised the Eligible Shareholder(s) of any outcome to the contrary and fails
to proceed to convene such EGM, the Eligible Shareholder(s) himself/herself/themselves may do so in accordance with the
Memorandum and Articles of Association of the Company, and all reasonable expenses incurred by the Eligible Shareholder(s)
concerned as a result of the failure of the Board shall be reimbursed to the Eligible Shareholder(s) concerned by the Company.
Shareholders can propose a candidate for election as a Director at a general meeting by lodging a notice to the Company’s
head office or registered office within seven days prior to the date of such a meeting. The Company has also ensured that its
shareholders have the right to raise questions at general meetings. There are no provisions allowing shareholders to move new
resolutions at general meetings under the Companies Law of the Cayman Islands or the Articles of the Company. Shareholders
who wish to move a resolution may request the Company to convene a general meeting following the procedures as set out
above.

Shareholders of the Company are welcome to send their written enquiries to the Board via our investor relations consultant
whose contact details are available at the website of the Company or the Company at 56/F, Bank of China Tower, 1 Garden
Road, Hong Kong (Attention: the Board of Directors).

Our senior management is dedicated to maintaining an open dialogue with the investment community to ensure thorough
understanding of our Company and our business as well as strategies. The Company has established a shareholder
communication policy to ensure effective communication between our shareholders and the Company. Since the Listing,
we have emphasised the importance of investor relations by establishing and developing a highly effective investor relations
department (the “Investor Relations Department”). The main function of the Investor Relations Department is to make fair,
consistent and transparent disclosures and maintain appropriate communications with global investors.

For future investor relations, the Company will actively organise activities relating to investor relations and strengthen
corporate responsibilities in order to ensure that our operating strategies, financial performance and development prospects
are fully known to and understood by global investors.

A summary of the major investor relations activities of the Company in the Year under Review is set forth as follows:

Continual Communications with Shareholders, Investors and Analysts

The Board has adopted a shareholder communication policy to ensure effective communication between our shareholders
and the Company. The Investor Relations Department has strictly followed our policies and relevant regulations in treating
all shareholders, investors and research analysts in a fair and transparent manner. During the Year under Review, we held
a number of meetings and telephone conferences with investors and research analysts to promote and establish effective
channels for dual communications between the Company and investors. In addition, we responded promptly to investors’
enquiries through telephone or email.
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Site Visits
During the Year under Review, the Investor Relations Department arranged a number of site visits to our production base for
investors, research analysts and media to enable them to have more lucid understanding of the production of our products.

Media Relations

We strive to establish more solid and closer relationship with the media through press releases, press meetings and
management interviews in order to communicate our operating strategies and financial performance to the general public by
much faster and effective means.

Looking forward, the Company will strive to develop and maintain closer relationships with investors, analysts and media and
enhance management of investor relations with the goal to maximise our shareholders’ wealth.

By order of the Board
Lu Changqing
Chairman

Hong Kong, 23 March 2018
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About the Report

Reporting Guide

This report is prepared in compliance with the Environmental,
Social and Governance (“ESG") Reporting Guide set out in
Appendix 27 to the Rules Governing the Listing of Securities
of the Stock Exchange of Hong Kong Limited on the Main
Board and is in accordance with the actual situation of the
Group.

The Board of Directors acknowledges its responsibility to
ensure the integrity of this ESG report and to the best of
its knowledge this report addresses all relevant material
topics and fairly presents the Group’s ESG performance
and impacts. The Board of Directors, having reviewed and
approved this report, confirms the accuracy, truthfulness and
completeness of its content.

Scope of the Report

This is the second ESG report of the Group, covering the
environmental and safety performance data from the
aluminium extrusion and deep processing businesses of the
Group at Liaoyang, while the remaining data pertaining to
social performance covers the entire Group. The indicators
disclosed can be found in the ESG Content Index at the
end of the report. This report is published together with the
2017 Annual Report, disclosing the Group’s progress on
environmental, social and governance aspects from 1 January
2017 to 31 December 2017 (“Year under Review").

Feedback

The report aims to be plain, clear and easy-to-read. We
have taken into consideration interests and requirements
of different stakeholders to the extent possible in the
compilation of this report. The Company shall in the future
continue to improve on the content and format of our ESG
Report.

We welcome your feedback and suggestions. Please contact
us at:

China zhongwang Holdings Limited

Telephone: +852 2905 3105

Fax: +852 2530 0790

E-mail: corpcomma@zhongwang.com

Address:  56/F, Bank of China Tower, 1 Garden Road,
Admiralty, Hong Kong
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Chalrman’s Message

Dear Stakeholders,

| am pleased to present the 2017 Environmental, Social and
Governance Report of China Zzhongwang Holdings Limited.

Constructing a Greener Future with
Light-weight Development

In recent years, China has been progressing towards a
green and low-carbon economy. Coupled with its light-
weight, recyclable, pollution-free features, aluminium is a
sustainable material which has become the ideal material for
China’s industrial upgrade. As a global leader and innovator
in aluminium fabrication industry, China Zhongwang is
committed to producing a myriad of high-quality green
aluminium products through relentless product research
and development, as well as technological innovation. By
deepening the cooperation with our customers and suppliers
in ecological construction, transportation, machinery and
equipment, electric power engineering, etc., we have been
making progress in light-weight development of the upstream
and downstream along the industry chain.

During the Year under Review, the Group's Tianjin based
high value-added aluminium flat rolling project commenced
production. Subsequently, the Group acquired Alunna,
a manufacturer producing high-end aluminium tubes,
and Silver Yachts, an all-aluminium superyacht builder,
entering the high-end sectors including automotive, aviation
and marine. Such businesses will generate synergetic
development with our current aluminium extrusion business
and deep processing business, laying a solid foundation for
us to further expand our business along the entire industry
value chain, and to offer one-stop light-weight solutions for
our customers, contributing to the ecological development of
the manufacturing in China.

Creating Value for Our Employees

Adhering to our core value of “people-oriented”, China
Zhongwang values each and every employee. We put
occupational health and safety on our top priority and attach
great importance to talent management by providing fair
career development opportunities and inclusive workplace,
focusing on employees’ work-life balance, motivating our
talents to realise their value.

Striving for Low-carbon Footprint and
Emissions Reduction

The Group has been following the applicable environmental
protection regulations and policies in People’s Republic of
China ("PRC"). Through formulating strict production process
and supervision system, and conducting self-regulation
programs, we aim to improve our environmental performance
and mitigate the environmental impact generated by our
operation. During the Year under Review, we implemented
recycling initiatives on raw materials and water resources
with an excellent outcome.

Looking ahead, the Group will actively grasp the opportunities
driven by green economy to realise sustainable development.
We will take further steps to position environmental, social
and governance as the pivotal elements when making major
corporate decision, striving to become a corporate citizen
with a strong sense of responsibility and conviction, and
creating long term value for our stakeholders and the society.

By order of the Board
Lu Changqing
Chairman

Hong Kong, 23 March 2018
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Our Employee

China Zhongwang values talents. With an aim to attract and retain talents
for a sustainable development, we have established a well-rounded talent
management mechanism. We care about the personal development
of each employee, and strive to create a safe, healthy, fair and equal
workplace.

China Zhongwang has been actively creating employment  75% of our employees are 40 years old or younger. The
opportunities at our locations of operation. As at the end of  number of management staff at the production supervisor
2017, the Group has a total of 32,255 employees, with the  level and above was 2,233, comprising 7% of the total
majority of them distributed across Mainland China. Around  workforce.

Employee Profile

. by Age
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Labour Practices

The Group respects human rights and complies with labour
standards. Our human resources policy and management
system is implemented in compliance with all relevant laws
and regulations, including but not limited to the Labour Law
and the Contract Law of the PRC.

We are committed to protecting labour rights, eliminating any
forms of forced labour and banning the employment of child
labour. During the recruitment and employment process, the
employees are required to sign contracts which clearly state
the position, employee welfare and scope of work, etc. The
recruiters of the Group’s Human Resources Department also
check the legally-valid identity documents of each candidate
and new employee. The Group respects the freedom of
employees, and strictly prohibits the restriction of their
personal freedom or direct forced labour in any forms. During
the Year under Review, no incident of child labour or forced
labour has occurred at any of the Group’s locations.

The Group does not infringe upon the freedom of employees,
nor does it discriminate on the bases of race, gender, age
and religion. We believe in equal opportunity and strive to
provide a diverse and fair working environment. Recruitment
and promotion are solely based on merit. During the Year
under Review, we did not come across any incidents of non-
compliance with laws and regulations relating to employment
and labour practices that had a significant impact on the
Group.

Welfare and Training

The Group provides attractive remuneration and welfare
benefits to employees, including annual leave, maternity
leave, and medical and social insurance, in accordance with
relevant laws and regulations. Employees with outstanding
performance are entitled to bonuses. We make sure that all
welfare measures are well protected and implemented.

We treasure our employees and offer them a stimulating
environment to achieve their career goals. We actively
promote talents through our performance management and
training systems. Monitoring employees’ performance is not
only important for the Group’s effective operations but also
allows us to understand employees’ strengths and needs,
in order to offer promotion opportunities and adjust training
plans in the most suitable manner.

The training management system is structured and designed
according to the different categories, job nature, and
seniority of the employees. Apart from focusing on skills
training related to the three core businesses, employees
are also required to understand the Group’s development
and industry trends. Training sessions on corporate culture,
compliance, ethics and business management etc. are
provided. Through seminars and case studies, employees
acquire necessary knowledge and skills to perform their
duties competently. We seek to strengthen the effectiveness
of training. Each department analyses training needs through
post-training assessment before drawing training plans and
objectives that align with the Group’s business strategy.




78

China Zhongwang Holdings Limited

Annual Report 2017

Environmental, Social and Governance Report

Employee Care

The Group cares about the employees’ physical and mental
development. We listen to employees’ concerns and protect
their right to express opinions and communicate grievances.
A drop box has been set up to collect employee feedback.
The Human Resources Department makes sure that contents
of all complaints and feedback are kept confidential. Cases
are handled in a fair and efficient manner with prompt
replies on the related suggestions. Relevant policies are also
established to prevent any false or unreported cases, and
to eradicate behaviours that deprive
the right of employees to express their
concerns. The Group takes employees’

The Group’s occupational health and safety system has
obtained the OHSAS 18001 certification. We manage our
safety risks through the implementation of “Compilation of
Safety Production System” and “Safe Operation Procedure”,
where standards and practices in safe production, safe
inspections, handling of hazardous materials and emergency
plans etc. are clearly specified. Regarding equipment,
we have established a set of safety guidelines for each
production process and the use of each machinery.
Employees are required to obtain the relevant working
certificate before they are qualified to
carry out the operations.

To protect employees from safety

suggestions seriously into consideration ‘Hﬂk:!ﬁ'fiﬁi:ﬁm hazards, a management system on
and strives to build a fair and just personal protective equipment is
R AT in place. We monitor and manage
procurement, storage and distribution

Safety First of the equipment, ensuring they are up
RSt i o to standards, are used correctly and are

Occupational health and safety is
always our top priority. Following the
principles of “Management, Equipment
and Training”, we take the responsibility
to make sure employees’ health and
safety are not under threat. All our
operations comply with, among others,
the Production Safety Law of the PRC,
Law of the PRC on the Prevention and
Treatment of Occupational Diseases
and Measures for the Supervision and Administration of
Employers’ Occupational Health Surveillance. There was no
significant incident of safety-related non-compliance during
the Year under Review.

iREEETENNNA B

T

replaced regularly. Under the principle
of “safety first, prevention-oriented”,
we have been making great efforts to

* enhance the employees’ awareness of
N occupational health and safety, guiding
the employees to transform knowledges
into practices and cultivating a culture
of safety.

-
CNAR

At our Liaoyang production base, 253 safety training
sessions were held during the Year under Review, with full
participation of the entire workforce. All specialised operators
possessed the required certification. The Group's work-
related injury rate remained at a relative minimum, at 0.031%.
There were no work-related fatalities recorded during the
Year under Review.

Total safety training
Employee participation rate

Rate of specialised operators with legal

working certificate
Work-related fatalities

253 Sessions
100%

100%
0

* QOccupational health and safety data includes the aluminium extrusion and deep processing businesses in Liaoyang.
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Environmental Protection

With the commitment of becoming an eco-friendly corporation, we have
been implementing the concepts of resources recycling and low-carbon
production throughout our production process. Through fabricating quality
aluminium products, we endeavour to propel light-weight development
in the ecological construction, transportation, machinery and equipment
and electrical engineering sectors, aiming to create value for the ecological

development of the society.

Environmental Management

China Zhongwang attaches significant importance to the
responsibility for environmental management at all its
production sites. The Group has certified with I1ISO 14001
Environmental Management System.

Besides, we have set up an Environmental Division for overall
coordination, managing the environmental performance,
conducting regular monitoring and inspection of factory
pollutants at each production plant, meanwhile maintaining
communication with the Ministry of Environmental Protection.

We have implemented a systematic management approach
for the environmental performance of our plants, requiring all
departments to strictly follow the Environmental Protection
and Management Guidelines. We have a separate system for
projects that need more attention, such as the air pollutants
and sewage management systems. Standards and handling
procedures for pollution management are clearly specified in
these systems. By regularly reviewing related environmental

rules and regulations, we ensured our production operations
are in full compliance of local laws of environmental
protection. During the Year under Review, we did not
notice any material non-compliance of laws and regulations
that could have had a significant impact related to air and
greenhouse gas emissions, discharge into water and land or
generation of hazardous and non-hazardous waste.

Resources Consumption

The major types of our energy consumption include electricity
and natural gas. With the expansion of our production scale,
the consumption of electricity and natural gas increased by
24% and 16% respectively during the Year under Review. We
also consume diesel and gasoline as fuels in our production
plants, and there was a 34.2% increase in the consumption
as the Group's business scale grows. There is no significant
change in water consumption, for both industrial and
domestic use. The table below indicates the resources
consumption during the Year under Review and 2016.

unit 2016 Change
Electricity MWh 806,339 650,409 +24.0%
Natural gas ‘000 m3 54,659 47,140 +16.0%
Liquified natural gas® Tonnes 8,837 = =
Fuel Tonnes 5,606 4,178 +34.2%
Water ‘000 Tonnes 3,941 3,970 -0.73%

From burning of natural gas, diesel and petrol, the Group generates direct greenhouse gases (“GHG"). Indirect GHG emissions
are generated from purchased electricity. The table below indicates the GHG emissions during the Year under Review and

2016.

Direct GHG emission
Indirect GHG emission

Unit 2016 Change
tCOe 158,321 112,891 —2
tCO.e 626,445 543,547 +15.3%

[
@

We started to collect and disclose the date of liquified natural gas (LNG) in 2017.

The scope of direct GHG emissions in 2017 includes LNG, and therefore, the figure is incomparable due to different data collection boundary.
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Resources Conservation

As the scale of the Group’s business expands, the demand on
natural resources is also on the rise. By constantly innovating
technologies and equipment, optimising management
model and adopting multiple initiatives to reduce resource
consumption, we have been improving the efficiency of
resources usage, recycling and reusing resources consumed
in daily operations, implementing the resources utilisation
model of reduce, reuse and recycle.

Energy Saving

Apart from the daily management of energy consumption,
the Group introduces advanced technology to improve the
resource usage efficiency.

Case Study: Heat Recovery and Water Reusing in the

Production Base in Liaoyang

We have adopted heat recovery technology for exhaust gas at

production lines in the Liaoyang plants with the heat recovery
rate reached 70% to 90%, which effectively reduced the natural
gas consumption by 4.82%. Additionally, heated water used for -

cooling in production is reused to provide heat in winter at the
plants’ office, reducing the energy consumption for heating.

-

Water Conservation

The Group has been working for years to improve water
consumption efficiency by reducing the demand for clean
water and lowering the amount of sewage discharged. The
casting and extrusion mills in Liaoyang production base
recycle and reuse wastewater and are installed with clear
and wastewater circulation systems respectively. As a result
of the comprehensive water circulation treatment, factories
in the Liaoyang production base achieved a water reuse rate
of 98.5% during the Year under Review.

Reducing Material Consumption

As a priority, we have been working hard to increase the
production efficiency so that less materials especially
aluminium, are consumed. By applying aluminium dross
reuse technology, the metal is extracted in liquid form from
the dross generated in the production process, with recovery
rate reaching 85% to 95%.

Apart from extracting and recycling aluminium from the
dross, we also avoid having unnecessary packaging. We
have a guideline for standard profiles packaging (24501
BEFE). A and B types of products packaging methods
have been simplified as we use paper for dividing the profiles
and wrap them with plastic for better protection, while the
bare materials (#:44) are not divided or wrapped with other
materials. These are the most common packaging methods
used by our customers. Without over-packaging, the demand
on materials can be reduced.
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Emissions Reduction

The Group has strived to minimise the amounts of wastewater,
exhaust gas and waste generated during the production
processes through establishing several mitigation programs
such as “Air Pollution Control Programme” and “Waste
Management Program”. The aim is to regulate the entire
pollutant discharge processes so that our production process
can meet all the legal national and local environmental
requirements.

Air Emissions

In our daily operations, we generate a certain amount of
pollutants from boilers, furnaces, vehicles used within
the plants and the canteen. The table below indicates the
emission of air pollutants from vehicle used within the plants
during the Year under Review.

S0,
NO

X

Particulate matters

Tonnes 0.008
Tonnes 25
Tonnes 0.24

Exhaust Gas Treatment

China Zhongwang has set up an “Air Pollution Control
Programme” for mitigating and regulating air pollutants
emitted at all our plants. Environment Division, Logistics
Department, Green Development Department and
other relevant departments collaboratively monitor the
performance of exhaust gas treatment devices on a daily
basis, facilitating inspection and assessment by the local
Environmental Department.

Our energy source has been changed from coal to a cleaner
one, natural gas. The exhaust gas must be purified and meet
the relevant requirements stipulated by the laws and for this,
advanced dedusting technigues are used. In case of violation,
immediate remedial measures will be taken and the incident
will be reported to the supervisors; otherwise, the person-in-
charge will be penalised.

Case Study: Exhaust Gas Treatment at the Aluminium

Flat Rolling Production Base in Tianjin

We installed a dust separator (&R BRE2S) with a lime
spreading system (AR Z4t) and a heat recovery system

for neutralising acidic dust and recycling the heated gas at
wintertime. This helps minimise particulates emissions and

S

mitigate the impact to respiratory system. It complies with the

European Union standards.
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Effluent and Waste

During the Year under Review, our wastes discharge
increased slightly while that of wastewater had no significant
change. Effluents are composed of industrial and domestic
water, while other wastes include hazardous and non-

hazardous waste. Hazardous waste is mostly the residues
of fuels and chemicals. Non-hazardous waste mainly
consists of the aluminium dross and garbage generated from
personal usage in the course of daily lives. The table below
summarises the situation of effluent and waste discharge of
the Group.

Wastewater discharge ‘000 Tonnes 3,547 3,570 -0.64%
Hazardous waste Tonnes 16 14 +14.3%
Non-hazardous waste Tonnes 13,250 12,580 +5.33%

Wastewater Reuse

We have strictly complied with the Environmental Protection
Law, Cleaner Production Promotion Law, Water Pollution
Prevention and Control Law, Integrated Wastewater
Discharge Standard, etc. A designated department was set
up to monitor the wastewater discharge in daily production,
to ensure clean production.

The amount of industrial and domestic wastewater discharged
and concentration of pollutants are greatly reduced after on-
site treatment, recycling and reuse. We have established a
sewage treatment plant in the factory for treating chemicals
to meet the environmental standard before discharging to
municipal sewage pipe network according to regulations.

Besides, through the wastewater reuse devise, the treated
wastewater is further filtered to remove contaminants and
reuse during the production processes. An online monitoring
office has been established at the Liaoyang production base
to monitor the wastewater treatment facilities. It is equipped
with a data collection device, from which the Environmental
Protection Bureau can retrieve effluent data in real time on
the amount and concentration of chemical oxygen demand
and ammonia nitrogen.

The table below shows the comparison of concentrations of
pollutants in wastewater discharged during the Year under
Review and that in the Integrated Wastewater Discharge of
Liaoyang Province (“Standard concentration”).

Standard
concentration

Pollutants

Chemical oxygen demand (COD)
Ammonia nitrogen

(mg/L)

Changes
300 22.2 32.2 -31.1%
30 5.5 9.6 —42.7%

Case Study: Recycling and Reuse of Wastewater at the
Aluminium Flat Rolling Production Base in Tianjin

The domestic and industrial wastewater collected from the plants

and dormitories is processed in four separate treatment stations. ,

The treated water should meet the Grade V Surface Water

Standard (3R A 2B/KBERUIEZE), and it is used as landscape .

water, flushing supply, and greenery.
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Waste Management

The Group strictly controls waste discharge during the
production process to conduct all-rounded resources
recycling and reuse. The Environmental Division and
the Green Development Department are responsible
for categorizing waste under the “Waste Management
Programme”.

Hazardous wastes, such as those generated from
consuming fuels and chemicals, are properly categorised,
collected, stored and transported according to the waste
types, following the procedure of collecting and handling.
Accredited vendors are then commissioned to handle or
recycle these hazardous wastes. For non-hazardous wastes,
we establish recycling methodologies corresponding to the
production process.

Aluminium alloy formwork
has unparalleled ecological
advantages over formworks
made by traditional materials

H. "_i il-I-IF.| ’

The aluminium alloy formwork newly developed by the
Group during the Year under Review is a green building
material that has rapidly gained prominence in China in
recent years. In response to the guidelines of saving wood by
replacing them with aluminium and in accord with the green
construction plan advocated by the Ministry of Housing and
Urban-Rural Development of PRC, the Group’s aluminium
alloy formwaork project is among the key programmes of the
ten new technologies for the construction industry launched
in 2017. Aluminium alloy formworks are widely used in large-
scale construction projects such as residential projects

Developing a Green Industry

To construct a green production environment, we have
established a Green Development Department responsible
for managing and conserving the ecological environment
within and outside our production sites, including plants
and foliage, which help purify air at the production sites and
conserve water resources nearby. During the Year under
Review, 2,772 trees were planted in Liaoyang.

We have been also proactively responding to the national
advocacy on ecological development and low-carbon
manufacturing by undertaking technological innovation and
product upgrade continually, and expanding the application
of aluminium alloy, an eco-friendly material, to reduce energy
consumption.

Pollution-free at the construction site
Reusable

Recyclable

Renewable

and urban infrastructure. Compared with traditional wood
formwork, plastic formwork and steel formwork, aluminium
alloy formwork has unparalleled ecological advantages.
Aluminium alloy formworks do not generate any waste on the
construction site, thus contributing to a safe, clean and tidy
environment for the construction work. In addition, due to
the reusability and renewability of aluminium alloy, replacing
the traditional wood formwork by aluminium alloy fowmwork
helps to reduce tree felling, thereby playing an important role
in preventing soil erosion and conserving forest resources.
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Operational Practices

China Zzhongwang is committed to achieving mutually beneficial
development with our customers by providing high-quality products
and services. We place strong emphasis on research and development,
introduction of new technology and equipment, and stringent quality

assurance procedures.

Technological Innovation

We fully understand that innovation is an incentive for the
long-term development of corporation. The Group places
strong emphasis on innovation to continuously consolidate
the Group's overall competitiveness, thus keeping its leading
position on cutting-edge equipment and sophisticated
technical know-how. The Group have a number of R&D units
for handling national, provincial, municipal, and regional
science and technology projects related to light-weight
development. As at 31 December 2017, the Group had 2,202
R&D and quality control personnel which accounted for 6.8%
of the Group's total number of employees.

During the Year under Review, “The State Key Laboratory
of Processing of High-end Aluminium Alloy Profiles” of
the Group received financial support from the grant of
national special funds, undertaking a number of state-level
and provincial-level major technology projects, achieving
positive impacts on technology development in the industry.
The Group has received several state-level certifications
including “National Technological Innovation Demonstration
Enterprise”, “National High and New Technology Enterprises”,
recognising the outstanding performance of the Group in
technological innovation and R&D.

Intellectual Property Protection

As an innovator in the development of light-weight products
for different applications, the Group has positioned
intellectual property as a key element of its sustainable
business strategy for protecting employees’ inventions.
Our professional team has put a lot of efforts in developing
products that are light in weight, innovative in design,
environmental-friendly in practice, and competitively priced.

During the Year under Review, we have applied for 567
patents, including 130 inventions. We have established
an Intellectual Property Management Division to plan and
operate in compliance with relevant governmental laws, to
protect innovations emerging from our R&D. This division
is responsible for monitoring and applying for patents from
different departments.

To motivate innovation from our employees, we have set
up a comprehensive reward system. At the same time,
placing strong emphasis on intellectual property rights, all
employees involved in the innovation process must keep
related information confidential. Those who violate the rules
are fined or need to bear legal responsibilities.
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Supply Chain Management

China Zhongwang has been adhering to the principle
of “mutual benefits, risk sharing, and co-development”.
Our ultimate goal is to establish a first-rate procurement
and supply management system to monitor and manage
suppliers, maintaining a long-term cooperative relationship
for securing stable provision of raw materials.

Suppliers are crucial in our production process. To strengthen
operations management and quality control of the suppliers,
a supplier management procedure is set up for ensuring all
products meet the Group's requirements. There are at least
three stable suppliers for each of the raw materials used for
technical innovation.

Procurement Department, Quality Department and Technical
Center are responsible for evaluating the performance
of suppliers and providing feedback. Our suppliers are
categorised into three groups according to their impacts
on the quality of our products. All of them must be certified
under ISO 9001:2015 Quality Management System. For higher
level of suppliers, they need to pass IATF 16949 Automotive
Quality Management System verification.

During the selection of new suppliers, we test their samples
several times, and synthetically evaluate their performance
on research and development, quality, cost and productivity,
among other aspects. In addition, we undergo monitoring
and assessment monthly on all the qualified suppliers to
guarantee a smooth procurement process and safeguard the
product quality of the Group.

Apart from having a mechanism in place for selecting
qualified suppliers, we have also established procedures for
handling unqualified suppliers of raw materials and products.
Quality Control and Safety Supervision Departments are
required to collect all the related information, especially on
the critical environmental pollution or safety related issues.

Quality Assurance

High-quality product is key to our operational success.
The Group has established a comprehensive quality
control system to secure the quality of our products, and
continuously produce new products in response to changes
of market.

During the Year under Review, no violation to relevant laws
and regulations that have a significant impact on the Group
relating to health and safety, advertising, labelling and privacy
matters relating to products and services provided and
methods of redress occurred.

Our quality control system consists of two major categories,
product monitoring and evaluation as well as after-sales
service. The processes of procurement, service and products
provision, payment and delivery are carefully monitored and
evaluated. Defective products are separately handled, once
discovered.

Feedback is collected from the clients as an after-sales
service, and we make improvements whenever it is possible.

We re-examined the products and reused and recycled if
they are not up to the quality standards. Preventive measures
are adopted to secure the quality product.

During the Year under Review, the Group have received
a series of authoritative international and national
accreditations, including Nadcap, Det Norske Veritas (DNV),
Nippon Kaiji Kyokai (NK), American Bureau of Shipping (ABS),
China Classification Society (CCS), Lloyd’s Register of Shipping
(LR) and International Railway Industry Standard (IRIS), all
of which are the passport to enter international markets of
aviation, vessel and rail transportation sectors for our quality

products.
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Quality Control System

Product monitoring & evaluation
e Procurement
e Provision of service and products
e Payment and delivery

After-sales Service

The Group values its relationship with customers. We are
not only providing outstanding products, but also offering
excellent services to customers. For this reason, we have
set up a quality after-sales service management system for
handling complaints and feedback from customers. Sales
and Quality Management Departments are responsible for
following up with the customers and recording all related
information. If the information is not fully recorded without
reasonable explanations, the person-in-charge will receive
penalty.

Once product recall occurs, Quality Management
Department, Technical Center, and production plants will
cooperatively analyse the reasons. We have clear and straight
forward procedures to process recalls for various reasons.
Improvements will be made to maintain quality of products
and market competitiveness.

After-sales service
e Customers satisfaction survey
e Ongoing improvement

Culture of Probity and Honesty

China Zhongwang closely follows the philosophy of “creating
prosperity through cultivating loyalty and dedication”, which
contribute to the Group’s development into a leading light-
weight solutions provider.

To create an atmosphere of probity and honesty within the
Group, we have established a set of relevant rules stating
that unlawful and criminal acts, such as bribery and fraud,
are stringently prohibited. Also, we have a whistleblowing
policy to encourage employees to report any suspicious
cases, whereby their information remains highly confidential.
The persons involved are dismissed once the information is
found true after investigation. Our employees are expected
to refrain from any corrupt behaviours. During the Year under
Review, there were no reported cases of corruption in the
Group.
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community Contribution

AS a responsible enterprise, China Zhongwang has a heart of gratitude
and never forget its roots. We are more than delighted to contribute to the
community, striving for harmonious development for both corporations

and the society.

During the Year under Review, the Group has widened and
deepened the fulfillment of social responsibilities. Through
initiating and participating in a series of social care and
employee care activities, we have gradually built long-term
plan on corporate social responsibility.

Within the Group, we have established long-term plan
on poverty alleviation. During the Year under Review, we
continued with our “Charity Relief Foundation” programme,
providing financial assistances to employees and their
families who suffer from significant diseases, accident-caused
poverty and insufficient education funding for children.
Among that, we put great emphasis on the education of
employees’ children by offering special sponsorships to
workers' families with economic difficulties.

The Group spares no effort in giving back to the society. We
paid regular visits to children welfare homes and elderly
homes, donating daily necessities and showing our care
to children who are lack of parental love as well as elderly
who deserves comfortable retirement life. Through these
volunteering activities, we hope to play our part in improving
their livelihood.

We also care about the ecological environment in the local
community. We organised staff volunteering activities to collect
and dispose rubbish and waste that had been discarded
inappropriately. Furthermore, we have been regularly planting
trees. The total number of trees planted by the Group in
Liaoyang has amounted to 19,759 by the end of 2017.

In Hong Kong, we are concerned about the development of
underprivileged groups. Our employees supported the charity
dinner organised by the Hong Kong Arthritis & Rheumatism
Foundation, who raise funds to help patients with rheumatoid
arthritis in medication and spa therapy and organises
seminars. We also engaged with a social enterprise hamed
Caritas La Vie Bakery, buying the bakery products made by
disabled and ex-mental patients, which eventually supported
their occupational training and integration to the society.
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Prospects

As a global leader in the aluminium fabrication industry, the
Group upholds the corporate mission of “creating value for
customers, supporting the well-being of employees, realising
returns for shareholders, and shouldering responsibility
for the society”, striving to balance between corporate
development and social development, proactively taking up
social responsibilities.

Performance Data Summary

Full-time employee

By Geographical Distribution
(full time)
Mainland China
Hong Kong
Overseas

By Age
Below 30
311040
411050
50 Above

By Gender
Male
Female

By Educational Background
Postgraduate
Degree
Diploma or below

By Profession Distribution
Management*
General Staff

Workforce
Demographics

In the future, through improving operating strategies,
strengthening innovation and R&D capabilities, we will
continue to improve the Group’s integrated performance
on environmental protection, social care and corporate
governance. We will always stay true to our original values,
benefiting the society as well as the stakeholders with the
achievements of our business development.

Unit 2017 2016

no. of people 32,255 16,750
31,830 /

no. of people 12 /
413 /

12,968 5,951

no. of peoble 11,215 5,914
- Otpeop 7,246 4,285
826 600

no. of people 29,815 14,903
-Orpeop 2,440 1,847
326 /

no. of people 4,226 /
27,703 /

2,233 896

o € pEasle 30,022 15,854
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Unit 2017 2016
Safety Performance
Work-related injuries times 10 7
Lost days due to work injury days 244 /
Work-related fatalities no. of people 0 0
Health and Occupatif)nal Health and Safety
safety Education - .
Number of OHS training Sessions 253 269
Person-times trained times 60,754 /
Percentage of safety training 100% 100%
Rate of specialised operator with legal
working certificate 100% 100%
Wastewater
Discharge ‘000 tonnes 3,547 3,570
Chemical oxygen demand (COD)
Concentration mg/L 22.2 322
Total COD tonne 78.8 114.9
Ammonia concentration mg/L 5.5 9.6
Total ammonia tonne 19.5 34.3
Waste
Hazardous tonne 16 14
Non-hazardous tonne 13,250 12,580
Recycled tonne 13,250 12,400
Other means of disposal tonne / 180
Environment Energy and_ Water consumption and
conservation
Electricity Mwh 806,339 650,409
Natural gas ‘000 m? 54,659 47,140
LNG tonne 8,837 /
Diesel tonne 4,965 3,841
Gasoline tonne 641 337
Water ‘000 tonnes 3,941 3,970
Greenhouse gas (GHG) emission
Scope 1* tCO,e 158,321 112,891
Scope 2< tCO.e 626,445 543,547
Environmental benefit
Number of trees in total 19,759 16,987
Number of newly planted trees 2,772 2,184

Management: factory manager or above.
Scope 1: Direct GHG emission, including the combustion of natural gas, diesel and petrol.
Scope 2: Indirect GHG emission, including energy like electricity and petrol consumption.

AN+ x>

The OHS and Environmental performances covers the aluminium extrusion and deep processing business of the Company’s production base in Liaoyang.
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HKEX ESG Content Index

HKEX ESG Reporting Guide Requirements

A. Environmental

Aspect A1 Emissions

General disclosure Information on: 79
(@) the policies; and
(b) compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to air and greenhouse gas emissions, discharges into water and land,
and generation of hazardous and non-hazardous waste.

KPI'A1.1 The types of emissions and respective emissions data.
KPI A1.2 Greenhouse gas emissions in total (in tonnes) and, where appropriate, intensity
(e.g. per unit of production volume, per facility).
KPI A1.3 Total hazardous waste produced (in tonnes) and, where appropriate, intensity
(e.g. per unit of production volume, per facility). 81-83
KPIA1.4 Total non-hazardous waste produced (in tonnes) and, where appropriate,
intensity (e.g. per unit of production volume, per facility).
KPI A1.5 Description of measures to mitigate emissions and results achieved.
KPIA1.6 Description of how hazardous and non-hazardous wastes are handled,

reduction initiatives and results achieved.

Aspect A2 Use of resources
General disclosure Policies on efficient use of resources including energy, water and other raw

materials.
KPI A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, petrol or
oil) in total (kwh in "000s) and intensity (e.g. per unit of production volume, per
facility).
KPI A2.2 Water consumption in total and intensity (e.g. per unit of production volume,
per facility). 79,80
KPI A2.3 Description of energy use efficiency initiatives and results achieved.
KPI A2.4 Description of whether there is any issue in sourcing water that is fit for

purpose, water efficiency initiatives and results achieved.

KPI A2.5 Total packaging material used for finished products (in tonnes) and, if
applicable, with reference to per unit produced.

Aspect A3 The environment and natural resources

General disclosure Policies on minimizing the issuers’ significant impact on the environment and
natural resources.

KPI A3.1 Description of the significant impacts of activities on the environment and
natural resources and the actions taken to manage them.
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HKEX ESG Reporting Guide Requirements

B. Social

Aspect B1 Working conditions

General disclosure Information on:
(@) the policies; and
(b) compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity diversity, anti-discrimination, and other 76, 77
benefits and welfare.

KPI B1.1 Total workforce by gender, employment type, age group and geographical
region.
KPI B1.2 Employee turnover rate by gender, age group and geographical region.

Aspect B2 Health and safety

General disclosure Information on:
(@) the policies; and
(b) compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to providing a safe working environment and protecting employees

from occupational hazards. 78
KPI B2.1 Fatality number and rate.
KPI B2.2 Lost days due to work injury.
KPI B2.3 Description of occupational health and safety measures adopted and how they

are implemented and monitored.

Aspect B3 Development and training

General disclosure Policies on improving employees’ knowledge and skills for discharging duties
at work. Description of training activities.

KPI B3.1 The percentage of employees trained by gender and employee category (e.g.

. . 77
senior management, middle management).
KPI B3.2 The average training hours completed per employee by gender and employee
category.
Aspect B4 Labour standards
General disclosure Information on:
(@) the policies; and
(b) compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to preventing child or forced labour. 77
KPI B4.1 Description of measures to review employment practices to avoid child and
forced labour.
KPI B4.2 Description of steps taken to eliminate such practices when discovered.
Aspect B5 Supply chain management
General disclosure Policies on managing environmental and social risks of the supply chain
KPI B5.1 Number of suppliers by geographical region.
KPI B5.2 Description of practices relating to engaging suppliers, number of suppliers 85

where the practices are being implemented, how they are implemented and
monitored.
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KPIs HKEX ESG Reporting Guide Requirements

Aspect B6 Product responsibility

General disclosure Information on:
(@) the policies; and
(b) compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to health and safety, advertising, labelling and privacy matters relating
to products and services provided and methods of redress.

KPI B6.1 Percentage of total products sold or shipped subject to recalls for safety and
health reasons 84-86
KPI B6.2 Number of products and service related complaints received and how they are
dealt with
KPI B6.3 Description of practices relating to observing and protecting intellectual
property rights.
KPI B6.4 Description of quality assurance process and recall procedures
KPI B6.5 Description of consumer data protection and privacy policies, how they are
implemented and monitored.

Aspect B7 Anti-Corruption

General disclosure Information on:
(@) the policies; and
(b) compliance with relevant laws and regulations that have a significant
impact on the issuer
relating to bribery, extortion, fraud and money laundering.

KPI B7.1 Number of concluded legal cases regarding corrupt practices brought against
the issuer or its employees during the reporting period and the outcomes of
the cases.

KPI B7.2 Description of preventive measures and whistle-blowing procedures,

how they are implemented and monitored.

Aspect B8 Community investment

General disclosure Policies on community engagement to understand the needs of
the communities where the issuer operates and to ensure its activities take
into consideration the communities” interests. 87

KPI B8.1 Focus areas of contribution
KPI B8.2 Resources contributed to the focus area.
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TO THE SHAREHOLDERS OF CHINA ZHONGWANG HOLDINGS LIMITED
(incorporated in Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of China Zhongwang Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 99 to 171, which comprise the consolidated statement of financial position
as at 31 December 2017, and the consolidated statement of comprehensive income, the consolidated statement of changes
in equity and the 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 (“IFRSs”) 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 Hong Kong Standards on Auditing (“HKSAS") issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA"). 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 HKICPA's “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.

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 statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.
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Key Audit Matters continued)
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Assessment of the impairment of property, plant and equipment and construction in progress in Tianjin (“the

Tianjin Project”)

Refer to note 14 and the accounting policies in Note 2(m)(ii) to the consolidated financial statements

During the year, the Group was constructing aluminium
flat-rolled products machinery in Tianjin. The Tianjin Project
consists of two production lines: the first production
line is being designed primarily for the production of
medium-to-high thickness aluminium alloy plates and the
second production line is being designed primarily for the
production of aluminium sheets. Substantial parts of the
first production line was completed during the year and the
relevant costs of construction in progress were transferred
to property, plant and equipment. At 31 December
2017, property, plant and equipment and construction in
progress relating to the first production line and the second
production lines amounted to approximately RMB17.7
billion and RMB11.4 billion respectively.

The Tianjin Project is a new business line for the Group
with significant capital investment required. Management
considered that there were uncertainties about the
future market demand for aluminium as a replacement
for traditional metals, for example in the transportation
sector, which is a critical factor in accessing whether the
Tianjin Project will be able to generate sufficient future
cash inflows which exceed the recoverable amounts of the
related assets.

Management performed an impairment assessment of
the Tianjin Project by estimating the recoverable amounts
of the property, plant and equipment and construction in
progress based in its value in use by preparing discounted
cash flow forecasts for each separately identifiable cash
generating unit (“CGU") to which the property, plant and
equipment and construction in progress were allocated.
The preparation of discounted cash flow forecasts involves
the exercise of significant management judgement, in
particular in forecasting selling prices and production
volumes and in determining appropriate discount rates.

We identified assessing impairment of the Tianjin Project
as a key audit matter because of the significance of the
Tianjin Project to the Group's total assets and because of
the inherent uncertainties in management’s assessment of
impairment which could be subject to error or management
bias.

Our response:

Our audit procedures to assess impairment of the Tianjin
Project included the following:

e evaluating the appropriateness of the management’s
identification of CGUs and the allocation of assets to
each CGU and assessing management's impairment
assessment model with reference to the requirements
of the prevailing accounting standards;

e comparing data in the discounted cash flow forecasts
to the relevant data, including revenue, cost of sales
and other operating expenses, in the financial budget
which was approved by the directors;

e comparing the estimated costs to complete the
construction of the production lines with relevant
underlying documents, on a sample basis, including
signed contracts relating to the purchase of equipment
and construction contracts agreed with contractors;

e engaging valuation specialists to assist us in assessing
the discount rates applied in the cash flow forecasts
by benchmarking against those of other entities in the
same industry;

e  (Obtaining from management sensitivity analyses of the
discount rates, projected selling prices and projected
production volumes adopted in the discounted cash
flow forecasts and assessing the impact of changes in
the key assumptions to the conclusions reached in the
impairment assessments and whether there were any
indicators of management bias; and

e considering the disclosures in the consolidated
financial statements in relation to the impairment
assessments of property, plant and equipment
and construction in progress with reference to the
requirements of the prevailing accounting standards.
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Key Audit Matters continued)

Annual Report 2017

Assessment of the impairment of trade and bills receivables

Refer to note 21 and the accounting policies in Note 2(m)(i) to the consolidated financial Statements

At 31 December 2017, the Group’s gross trade and bill
receivables totalled approximately RMB8.1 billion, against
which provisions for doubtful debts of approximately
RMB22 million were recorded.

The Group’s provisions for doubtful debts include a specific
element based on individually significant debtors and a
collective element for groups of debtors sharing similar risk
characteristics, taking into account the credit history of the
Group’s customers and current market and customer —
specific conditions all of which involve a significant degree
of management judgement.

We identified assessing the impairment of trade and bills
receivables as a key audit matter because the assessment
of the level of provisions for doubtful debts requires the
exercise of significant management judgement.

Our response:

Our audit procedures to assess the impairment of trade
and bills receivables included the following:

e obtaining an understanding of and assessing the
design, implementation and operating effectiveness of
management’s key internal controls relating to credit
control, trade and bills receivables collection and
making provisions for doubtful debts;

e assessing the classification of individual balances
in the trade and bills receivables ageing report by
comparing the details in the trade and bills receivables
ageing report with relevant underlying documents,
including goods delivery notes and payment terms as
set out in the contracts with customers, on a sample
basis;

e oOobtaining an understanding of the basis of
management’s judgements about the recoverability
of individual trade and bills receivables, on a sample
basis, and evaluating the provisions for doubtful debts
made by management for these individual balances
with reference to the industry in which the debtors
are operating, the ageing of overdue trade and bills
receivables, historical and post year-end payment
records, and recent correspondence with these
customers,

e recalculating the collective allowance for doubtful
debts based on the parameters as set out in the
Group's policy for making collective allowances for
doubtful debts;

e assessing the assumptions and estimates made by
management for the provisions for doubtful debts
calculated based on a collective assessment by
performing a retrospective review of the historical
accuracy of these estimates; and

e inspecting cash receipts from customers subsequent
to the financial year end relating to trade and bills
receivable balances at 31 December 2017, on a sample
basis.
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Other Matter

The consolidated financial statements of the Group for the year ended 31 December 2016, were audited by another auditor
who expressed an unmodified opinion on those statements on 24 March 2017.

Other Information in the Annual Report

The directors are responsible for the other information. The other information comprises all the information included in the
Company'’s 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.

Directors’ Responsibilities for the Consolidated Financial Statements

The directors 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.

The directors are also responsible for overseeing the Group'’s financial reporting process. The Audit Committee assists the
directors in discharging their responsibility in this regard.

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. This
report is made solely to you, as a body, in accordance with the terms of our 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 HKSAS
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.
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Auditor’'s Responsibilities for the Audit of the Consolidated Financial Statements
(Continued)

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

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.

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.

evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

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.

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.

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.
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Auditor’'s Responsibilities for the Audit of the Consolidated Financial Statements
(Continued)

We communicate with the Audit Committee 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 the Audit Committee with a statement that we have complied with relevant ethical requirements regarding
independence, and communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most significance in the audit
of the consolidated financial statements of 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.

BDO Limited

Certified Public Accountants

AU Yiu Kwan

Practising Certificate Number P05018
Hong Kong, 23 March 2018
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Consolidated Statement of

comprehensive Income

for the Year Ended 31 December 2017
(Expressed in RMB)

Note 2017 2016
RMB’000 RMB'000
Revenue 4 19,458,826 16,695,543
Cost of sales (13,110,247) (10,407,165)
Gross profit 6,348,579 6,288,378
Investment income 6 422,528 254,062
Other income/(expenses) 7 986,209 (15,589)
Selling and distribution costs (232,693) (155,924)
Administrative and other operating expenses (1,809,904) (1,839,854)
Share of profit of associates 173,253 73,904
Finance costs 8 (1,155,272) (925,786)
Profit before taxation 9 4,732,700 3,679,191
Income tax 11 (864,505) (772,032)
Profit for the year 3,868,195 2,907,159
Attributable to:
Equity shareholders of the Company 3,533,431 2,871,379
Non-controlling interests 364 —
Holders of perpetual capital instruments 334,400 35,780
Profit for the year 3,868,195 2,907,159
Other comprehensive income for the year 12
Items that may be reclassified subsequently to profit or loss:
Exchange differences arising on translation of financial statements 42,330 (8,906)
Cash flow hedge: net movement in the hedging reserve — 2,913
Available-for-sale financial assets: net movements in the fair value reserve (195) 195
Other comprehensive income for the year 42,135 (5,798)
Total comprehensive income for the year 3,910,330 2,901,361
Total comprehensive income attributable to:
Equity shareholders of the Company 3,574,277 2,865,581
Non-controlling interests 1,653 —
Holders of perpetual capital instruments 334,400 35,780
Total comprehensive income for the year 3,910,330 2,901,361
Earnings per share 13
Basic (RMB) 0.50 0.41
Diluted (RMB) 0.50 0.41
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Consolidated Statement of
Financial Position

as at 31 December 2017
(Expressed in RMB)

Note 2017 2016
RMB’000 RMB'000
Non-current assets
Property, plant and equipment 14 48,572,054 41,220,504
Prepaid lease payments 15 5,551,327 6,147,647
Goodwill and other intangible assets 16 653,245 —
Interests in associates 18 3,537,452 2,714,922
Deposits for acquisition of property, plant and equipment and
prepaid lease 19 5,654,052 4,139,933
Deferred tax assets 31(b) 155,929 118,971
Other non-current assets 22 3,571,362 —
67,695,421 54,341,977
Current assets
Inventories 20 7,241,180 3,718,262
Trade and bills receivables 21 8,069,127 1,834,078
Other receivables, deposits and prepayments 22 4,558,451 4,491,610
Available-for-sale financial assets 23 2,882,968 266,981
Prepaid lease payments 15 128,773 136,099
Pledged bank deposits 24 3,862,050 2,897,773
Short-term deposits 25 — 3,326,402
Cash and cash equivalents 25 6,829,894 8,024,564
33,572,443 24,695,769
Current liabilities
Trade payables 26 8,389,184 1,610,140
Bills payables 27 3,944,691 4,301,928
Other payables and accrued charges 28 7,355,239 5,065,990
Current tax liabilities 31(a) 479,168 250,039
Debentures 29 1,200,000 600,000
Bank and other loans 30(a) 10,700,374 7,714,354
32,068,656 19,542,451
Net current assets 1,503,787 5,153,318

Total assets less current liabilities 69,199,208 59,495,295
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Note 2017 2016
RMB’000 RMB'000
Non-current liabilities
Bank and other loans 30(b) 25,122,585 15,903,057
Debentures 29 6,500,000 8,800,000
Deferred tax liabilities 31(b) 886,991 782,336
32,509,576 25,485,393
NET ASSETS 36,689,632 34,009,902
CAPITAL AND RESERVES
Share capital 32(c) 605,397 605,397
Reserves 32(d) 29,882,494 27,410,505
Total equity attributable to equity shareholders of the Company 30,487,891 28,015,902
Non-controlling interests 207,741 —
Perpetual capital instruments 38 5,994,000 5,994,000
TOTAL EQUITY 36,689,632 34,009,902
On behalf of the directors
Lu Changging Chen Yan

Director Director
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Consolidated Statement of
Changes In Equity

for the Year Ended 31 December 2017
(Expressed in RMB)

Attributable to equity shareholders of the Company

Enterprise Share Perpetual Non-

Share Share Special Other  Surplus development option  Exchange  Hedging Fairvalue  Retained capital  controlling Total
Note  captal premum  reserve  reserve  resene fnd  reserve  reserve  reserve reserve Profits  Subtotal instruments  interests equity
RMB000  RMB'000 RMB'000  RMB000  RMB'O0 RMB000  RMB'000 RMB'000 RMB000  RMB'O0  RMB000  RMB'000  RMB'000  RMB000  RMB'000

At 1 January 2016 605397 10,139,457 (2992978 635898 2,066,192 2,006,192 51,174 (65,034) 2,913) — 13487613 25990998 — — 25990998

Profit for the year — — — — — — — — — — 2811319 2871379 35,780 — 2907159

Other comprehensive

income for the year — — — — — — — (8,906) 2913 195 — (5,798) — — (5,798)

Total comprehensive

income for the year = = = = = = = (8,906) 2913 195 2871379 2,865,581 35780 — 2901361

Issuance of perpetual

capital instruments,

net of issuing expenses — — — — — — — — — — — — 5,994,000 — 5,994,000

Final dividends

for the year 2015 —  (364,360) — — — — - - - — —  (364360) - —  (364,360)

Interim dividends

for the year 2016 — (678425 = — — — - — — = — (678425 — — (678425

Recognition of share-

based payment — — — — — — 202108 — — — — 202108 — — 202,108

Appropriations — — — — 1713289 316561 — — — —  (2,029,850) — — — —

Distribution for perpetual

capital instruments — — — — — — — — — — — — (35,780) — (35,780)
— (1,042,785 = — 1713289 316,561 202,108 = = — (2029850)  (840,677) 5,958,220 — 517543

At 31 December 2016 605397 9,096,672 (2992978 635898 3779481 2382753 253282 (73940) = 195 14,329,142 28,015,902 5,994,000 — 34,009,902

Attributable to equity shareholders of the Company

Entepise  Share Pemetual Non-

Share Share  Special Other  Surplus development ~ option Exchange Hedging Fairvalue Retained capital controlling Total
Note capital premium  reserve  reserve  reserve find  reserve reserve reserve  reserve  profits  Subtotal instruments interests  equity
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

At 1 January 2017 605,397 9,096,672 (2,992,978) 635898 3,779,481 2,382,753 253,282  (73,940) - 195 14,329,142 28,015,902 5,994,000 — 34,009,902
Profit for the year - - - - - - - - - — 3,533,431 3533431 334,400 364 3,868,195
Other comprehensive

income for the year - - - - - - - 4am - (195) — 40846 - 1289 42135

Total comprehensive

income for the year - - - - - - - 41,041 - (195) 3,533,431 3,574,277 334,400 1,653 3,910,330

Acquisition of subsidiaries - - - - - - - - - - - - — 206,088 206,088

Final dividends

for the year 2016 —  (613,484) - - - - - - - - —  (613,484) - —  (613,484)

Interim dividends

for the year 2017 — (600,976) - - — - - - - - —  (600,976) - —  (600,976)

Recognition of share-

based payment - - - - - - 112172 - - - - 112172 — - M2172

Appropriations — - — — 782,940 — — — — — (782,940 — — — —

Distribution for perpetual

capital instruments - - - — — - - - — — - —  (334,400) —  (334,400)
— (1,214,460) - — 782940 - M2172 - - — (782,940) (1,102,288) (334,400) 206,088 (1,230,600)

At 31 December 2017 605,397 7,882,212 (2,992,978) 635898 4,562,421 2,382,753 365454  (32,899) - — 17,079,633 30,487,891 5,994,000 207,741 36,689,632
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for the Year Ended 31 December 2017
(Expressed in RMB)

idated Statement of Cash Flows

Note 2017 2016
RMB'000 RMB’000
Cash flows from operating activities
Profit before taxation 4,732,700 3,679,191
Adjustments for:
Finance costs 1,155,272 925,786
Depreciation of property, plant and equipment 837,207 622,358
Share-based payment expenses 112,172 202,108
(Gain)/Loss on disposal of property, plant and equipment (414) 5,734
Bank deposits interest income (414,342) (205,584)
Interest income from available-for-sale financial assets (10,793) (48,478)
Loss on disposal of subsidiaries 1,309 —
Loss on disposal of an associate 1,298 —
Amortisation of prepaid lease payments 130,149 138,932
Amortisation of other intangible assets 1,022 —
Share of profit of associates (173,253) (73,904)
Impairment losses on trade and bills receivables 5,651 16,180
Operating cash flows before movements in working capital 6,377,978 5,262,323
Increase in inventories (1,865,180) (391,861)
Increase in trade and bills receivables (7,214,599) (416,594)
(Increase)/decrease in other receivables, deposits and prepayments (382,036) 397,450
Increase/(decrease) in trade payables 6,635,175 (795,663)
(Decrease)/increase in bills payable (129,868) 1,176,794
Increase/(decrease) in other payables and accrued charges 1,603,133 (37,568)
Cash generated from operations 5,024,603 5,194,831
Income tax paid 31(a) (634,843) (591,635)
Net cash generated from operating activities 4,389,760 4,603,246
Cash flows from investing activities
Withdrawal/(placement) in short-term deposits 3,326,402 (3,300,483)
(Placement)/withdrawal in pledged bank deposits (959,341) 371,407
Acquisition of subsidiaries (net of cash and cash equivalents acquired) (905,986) —
Payments for capital injection of associates (700,000) (80,000)
Disposals of subsidiaries (net of cash and cash equivalents disposed) (263) 1,700,000
Disposals of associates — 135,000
Purchases of property, plant and equipment and prepaid lease payments (11,649,111) (6,374,526)
Interest received from bank deposits 313,238 253,809
Dividends received from associates 185 103,035
Purchases of available-for-sale financial assets (3,075,000) (975,000)
Proceeds from disposals of available-for-sale financial assets 465,000 2,055,000
Interest received from available-for-sale financial assets 3,932 46,726

Net cash used in investing activities

(13,180,944)

(6,065,032)
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for the Year Ended 31 December 2017
(Expressed in RMB)

Note 2017 2016
RMB'000 RMB’000
Cash flows from financing activities

Proceeds from bank and other loans 41 20,431,975 19,258,784
Repayments of bank and other loans 41 (7,928,611) (27,534,817)
Proceeds from debentures issued — 7,000,000
Repayments of debentures 41 (1,700,000) (2,500,000)
Interest paid for bank and other loans 41 (1,654,596) (1,875,697)

Dividends paid to equity shareholders of the Company and holders of
convertible preference shares (1,214,460) (1,042,785)
Net proceeds from issuance of perpetual capital instruments — 5,994,000
Interest paid for perpetual capital instruments (337,794) (13,238)
Net cash generated/(used in) from financing activities 7,596,514 (713,753)
Net decrease in cash and cash equivalents (1,194,670) (2,175,539)
Cash and cash equivalents at beginning of year 8,024,564 10,200,103

Cash and cash equivalents at the end of year 6,829,894 8,024,564
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1. Corporate Information

China Zhongwang Holdings Limited (the “Company”) is a public limited company incorporated in the Cayman Islands and
its shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The addresses of the registered
office and principal place of business of the Company are Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands and No. 299, Wensheng Road, Liaoyang City, Liaoning, China, respectively.

At 31 December 2017, the directors consider the immediate parent and ultimate controlling party of the Group to be
Zhongwang International Group Limited (“ZIGL") and Prime Famous Management Limited, respectively, both of which are
incorporated in the British Virgin Islands.

The Company and its subsidiaries (collectively referred to as the “Group”) are principally engaged in the manufacturing
and sales of aluminium products.

2. Significant Accounting Policies

(a) Statement of compliance

These consolidated financial statements have been prepared in accordance with all applicable International Financial
Reporting Standards (“IFRSs”), which collective term includes all applicable individual International Financial Reporting
Standards, International Accounting Standards (“IASs”) and Interpretations issued by the International Accounting
Standards Board (“IASB"), and the requirements of the Hong Kong Companies Ordinance. These financial statements
also comply with the applicable disclosure provisions of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. A summary of the significant accounting policies adopted by the Group is set out
below. These polices have been consistently applied to all the years presented.

The IASB has issued certain new and revised IFRSS that are first effective or available for early adoption for the current
accounting period of the Group and the Company. Note 2(c) provides information on any changes in accounting
policies resulting from initial application of these developments to the extent that they are relevant to the Group for
the current and prior accounting periods reflected in these financial statements.

(b) Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 December 2017 comprise the Group and the Group's
interest in associates.

The measurement basis used in the preparation of the financial statements is the historical cost basis except that the
following assets and liabilities are stated at their fair value as explained in the accounting policies set out below:

— financial instruments classified as available-for-sale (Note 2(h)); and
— derivative financial instruments (Note 2(i)).

The preparation of financial statements in conformity with IFRSS requires management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions are based on historical experience and various other
factors that are believed to be reasonable under the circumstances, the results of which form the basis of making
the judgements about carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates.
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2. Significant Accounting Policies (continued)

(b)

(c)

(d)

(e)

Basis of preparation of the financial statements (continued)

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.

Judgements made by management in the application of IFRSs that have significant effect on the financial statements
and major sources of estimation uncertainty are discussed in Note 3.

Changes in accounting policies

The IASB has issued a number of amendments to IFRSS that are first effective for the current accounting period of the
Group. None of these developments have had a material effect on how the Group's results and financial position for
the current or prior periods have been prepared or presented, although an amendment to IAS 7 statement of cash
flow has resulted in a reconciliation of liabilities arising from financing activities disclosed for the first time in Note 41.

The Group has not applied any new standard or interpretation that is not yet effective for the current accounting
period.

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries (“the
Group”). Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the Group.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has the ability to affect those returns through its power
over the entity. When assessing whether the Group has power, only substantive rights (held by the Group and other
parties) are considered.

An investment in a subsidiary is consolidated into the consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are eliminated in the same way as unrealised profits but
only to the extent that there is no evidence of impairment.

Acquisition of subsidiaries or businesses is accounted for using acquisition method. The cost of an acquisition is
measured at the aggregate of the acquisition-date fair value of assets transferred, liabilities incurred and equity
instruments issued by the Group, as the acquirer. The identifiable assets acquired and liabilities assumed are
principally measured at acquisition-date fair value. The Group'’s previously held equity interest in the acquiree is re-
measured at acquisition-date fair value and the resulting gains or losses are recognised in profit or 10ss. Acquisition-
related costs incurred are expensed unless they are incurred in issuing equity instruments in which case the costs
are deducted from equity.
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2. Significant Accounting Policies (continued)

(e) Subsidiaries and non-controlling interests (Continued)

Any contingent consideration to be transferred by the acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are recognised against goodwill only to the extent that they arise from new
information obtained within the measurement period (@ maximum of 12 months from the acquisition date) about the
fair value at the acquisition date. All other subsequent adjustments to contingent consideration classified as an asset
or a liability are recognised in profit or loss.

Non-controlling interests represent the equity in a subsidiary not attributable directly or indirectly to the Company,
and in respect of which the Group has not agreed any additional terms with the holders of those interests which
would result in the Group as a whole having a contractual obligation in respect of those interests that meets the
definition of a financial liability. For each business combination, the Group can elect to measure any non-controlling
interests either at fair value or at the non-controlling interests’ proportionate share of the subsidiary’s net identifiable
assets.

Non-controlling interests are presented in the consolidated statement of financial position within equity, separately
from equity attributable to the equity shareholders of the Company. Non-controlling interests in the results of the
Group are presented on the face of the consolidated statement of comprehensive income as an allocation of the
total profit or loss and total comprehensive income for the year between non-controlling interests and the equity
shareholders of the Company. Loans from holders of non-controlling interests and other contractual obligations
towards these holders are presented as financial liabilities in the consolidated statement of financial position in
accordance with Note 2(p) depending on the nature of liability.

When the Group loses control of a subsidiary, gain or loss on disposal is calculated as the difference between (i) the
aggregate of the fair value of the consideration received and the fair value of any retained interest and (i) the previous
carrying amount of the assets (including goodwill), and liabilities of the subsidiary and any non-controlling interest.
Amounts previously recognised in other comprehensive income in relation to the subsidiary are accounted for in the
same manner as would be required if the relevant assets or liabilities were disposed of.

In the Company’s statement of financial position, an investment in a subsidiary is stated at cost less impairment
losses (Note 2(m)), unless the investment is classified as held for sale (or included in a disposal group that is classified
as held for sale).

The results of subsidiaries acquired or disposed of during the year are included in the consolidated statement of
comprehensive income from the dates of acquisition or up to the dates of disposal, as appropriate.
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2. Significant Accounting Policies (continued)

(f)

(8

Investment in associates

An associate is an entity in which the Group or Company has significant influence, but not control or joint control,
over its management, including participation in the financial and operating policy decisions.

An investment in an associate is accounted for in the consolidated financial statements under equity method,
unless it is classified as held for sale (or included in a disposal group that is classified as held for sale). Under equity
method, the investment is initially recorded at cost, adjusted for any excess of the Group’s share of the acquisition-
date fair values of the investee's identifiable net assets over the cost of the investment (if any). Thereafter, the
investment is adjusted for the post acquisition change in the Group’s share of the investee’s net assets and any
impairment loss relating to the investment (Note 2(m)). Any acquisition-date excess over cost, the Group’s share of
the post-acquisition, post-tax results of the investees and any impairment losses for the year are recognised in the
consolidated income statement, whereas the Group’s share of the post-acquisition post-tax items of the investees’
other comprehensive income is recognised in the consolidated statement of comprehensive income.

When the Group's share of losses exceeds its interest in the associate, the Group's interest is reduced to nil and
recognition of further losses is discontinued except to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the investee. For this purpose, the Group’s interest is the carrying amount
of the investment under the equity method together with the Group’s long-term interests that in substance form part
of the Group's net investment in the associate.

Unrealised profits and losses resulting from transactions between the Group and its associates are eliminated to the
extent of the Group’s interest in the investee, except where unrealised losses provide evidence of an impairment of
the asset transferred, in which case they are recognised immediately in the consolidated statement of comprehensive
income.

In the Company’s statement of financial position, investment in associates is stated at cost less impairment losses
(Note 2(my)), unless classified as held for sale (or included in a disposal group that is classified as held for sale).

Intangible assets

Goodwill

Where the fair value of identifiable assets and liabilities exceed the aggregate of the fair value of consideration
paid, the amount of any non-controlling interest in the acquiree and the acquisition date fair value of the acquirer’s
previously held equity interest in the acquiree, the excess is recognised in profit or oss on the acquisition date, after
re-assessment.

Goodwill is measured at cost less impairment losses. For the purpose of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating units that are expected to benefit from the synergies
of the acquisition. A cash-generating unit (“CGUs") is the smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows from other assets or groups of assets. A CGU to which
goodwill has been allocated is tested for impairment annually, by comparing its carrying amount with its recoverable
amount (see Note 2(m)), and whenever there is an indication that the unit may be impaired.

For goodwill arising on an acquisition in a financial year, the CGU to which goodwill has been allocated is tested for
impairment before the end of that financial year. 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 to each
asset in the unit. However, the loss allocated to each asset will not reduce the individual asset’s carrying amount to
below its fair value less cost of disposal (if measurable) or its value in use (if determinable), whichever is the higher.
Any impairment loss for goodwill is recognised in profit or loss and is not reversed in subsequent periods.
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2. Significant Accounting Policies (continued)

(g) Intangible assets (Continued)

Intangible assets (other than goodwill)

0]

(iii)

Intangible assets acquired separately are initially recognised at cost. The cost of intangible assets acquired in a
business combination is fair value at the date of acquisition. Subsequently, intangible assets with finite useful
lives are carried at cost less accumulated amortisation and any impairment losses.

Intangible assets of the Group are design and engineering packages of yachts, which are amortised on a unit-of-
production basis. Amortisation expense is recognised in profit or loss.

Internally generated intangible assets (research and development costs)
e itistechnically feasible to develop the product for it to be sold;

e adequate resources are available to complete the development;

e thereis an intention to complete and sell the product;

e the Group is able to sell the product;

e sale of the product will generate future economic benefits; and

e expenditure on the project can be measured reliably.

Capitalised development costs are amortised over the periods the Group expects to benefit from selling the
products developed. Amortisation expense is recognised in profit or loss and included in cost of sales.

Development expenditure not satisfying the above criteria and expenditure on the research phase of internal
projects are recognised in profit or loss as incurred.

Impairment

Intangible assets with finite lives are tested for impairment when there is an indication that an asset may be
impaired. Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested
for impairment annually, irrespective of whether there is any indication that they may be impaired. Intangible
assets are tested for impairment by comparing their carrying amounts with their recoverable amounts (see Note
2(my).

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount.

An impairment loss is recognised as an expense immediately, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as revaluation decrease to the extent of its revaluation
surplus.
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2. Significant Accounting Policies (continued)

(h) Other investments in debt and equity securities

)

()

The Group's and the Company’s policies for investments in debt and equity securities, other than investments in
subsidiaries and associates, are as follows:

Investments in debt and equity securities are initially stated at fair value, which is their transaction price unless it is
determined that the fair value at initial recognition differs from the transaction price and that fair value is evidenced
by a quoted price in an active market for an identical asset or liability or based on a valuation technique that uses only
data from observable markets. Cost includes attributable transaction costs, except where indicated otherwise below.
These investments are subsequently accounted for as follows, depending on their classification:

Investments in securities held for trading are classified as current assets. Any attributable transaction costs are
recognised in the consolidated statement of comprehensive income as incurred. At the end of each reporting
period the fair value is remeasured, with any resultant gain or loss being recognised in the consolidated statement
of comprehensive income. The net gain or loss recognised in the consolidated statement of comprehensive income
does not include any dividends or interest earned on these investments as these are recognised in accordance with
the policies set out in Note 2(w) (iii).

Dated debt securities that the Group and/or the Company have the positive ability and intention to hold to maturity
are classified as held-to-maturity securities. Held-to-maturity securities are stated at amortised cost less impairment
losses (Note 2(m)).

Investments in securities which do not fall into any of the above categories are classified as available-for-sale
securities. At the end of each reporting period the fair value is remeasured, with any resultant gain or loss being
recognised in other comprehensive income and accumulated separately in fair value reserve in equity. As an
exception to this, investments in equity securities that do not have a quoted price in an active market for an identical
instrument and whose fair value cannot otherwise be reliably measured are recognised in the statement of financial
position at cost less impairment losses (Note 2(m)). Dividend income from equity securities and interest income
from debt securities calculated using the effective interest method are recognised in the consolidated statement of
comprehensive income in accordance with the policies set out in Note 2(w)(iii), respectively. Foreign exchange gains
and losses resulting from changes in the amortised cost of debt securities are also recognised in the consolidated
statement of comprehensive income.

When the investments are derecognised or impaired (Note 2(m)), the cumulative gain or loss recognised in equity is
reclassified to the consolidated statement of comprehensive income. Investments are recognised/derecognised on
the date the Group commits to purchase/sell the investments or they expire.

Derivative financial instruments

Derivative financial instruments are recognised initially at fair value. At the end of each reporting period the fair
value is remeasured. The gain or l0ss on remeasurement to fair value is recognised immediately in the consolidated
statement of comprehensive income, except where the derivatives qualify for cash flow hedge accounting, in which
case recognition of any resultant gain or l0ss is in accordance with Note 2(j).

Cash flow hedges

Where a derivative financial instrument is designated as a hedge of the variability in cash flows of a recognised
liability, the effective portion of any gains or losses on remeasurement of the derivative financial instrument to fair
value are recognised in other comprehensive income and accumulated separately in equity in the hedging reserve.
The ineffective portion of any gain or loss is recognised immediately in the consolidated statement of comprehensive
income.

The associated gain or loss is reclassified from equity to the consolidated statement of comprehensive income in
the same period or periods during which the liability assumed affects the consolidated statement of comprehensive
income (such as when interest expense is recognised).
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2. Significant Accounting Policies (continued)

(k) Property, plant and equipment

)

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses (Note 2(m)).

Construction in progress (“CIP") represents property, plant and equipment under construction and equipment pending
installation, and is initially recognised in the consolidated statement of financial position at cost less impairment
losses. The CIP is transferred to property, plant and equipment when the asset is substantially ready for its intended
use.

The cost of self-constructed items of property, plant and equipment includes the cost of materials, direct labour, the
initial estimate, where relevant, of the costs of dismantling and removing the items and restoring the site on which
they are located, and an appropriate proportion of production overheads and borrowing costs (Note 2(2)).

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment are determined
as the difference between the net disposal proceeds and the carrying amount of the item and are recognised in the
consolidated statement of comprehensive income on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of property, plant and equipment, less their estimated residual
value using the straight-line method over their estimated economic useful lives as follows:

Estimated economic
useful lives

Buildings 20 years
Machinery 10 to 25 years
Motor vehicles 5 years
Furniture, fixtures and equipment 510 10 years

Where parts of an item of property, plant and equipment have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is depreciated separately. Both estimated useful life of an asset
and estimated residual value are reviewed annually. No depreciation is provided in respect of CIP until it is completed
and ready for its intended use.

Operating lease charges

Where the Group has the use of assets held under operating leases, payments made under the leases are charged to
the consolidated statement of comprehensive income in equal instalments over the accounting periods covered by
the lease term, except where an alternative basis is more representative of the pattern of benefits to be derived from
the leased asset. Lease incentives received are recognised in the consolidated statement of comprehensive income
as an integral part of the aggregate net lease payments made. Contingent rentals are charged to the consolidated
statement of comprehensive income in the accounting period in which they are incurred.

Payments made on the acquisition of land held under an operating lease is stated at cost less accumulated
amortisation and impairment losses (Note 2(m)). Amortisation is charged to the consolidated statement of
comprehensive income on straight-line method over the period of the lease term.
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2. Significant Accounting Policies (continued)

(m) Impairment of assets

0]

Impairment of investments in debt and equity securities and other receivables

Investments in debt and equity securities and other current and non-current receivables that are stated at cost
or amortised cost or are classified as available-for-sale financial assets are reviewed at the end of each reporting
period to determine whether there is objective evidence of impairment. Objective evidence of impairment
includes observable data that comes to the attention of the Group about one or more of the following loss
events:

significant financial difficulty of the debtor;
a breach of contract, such as a default or delinquency in interest or principal payments;
it becoming probable that the debtor will enter bankruptcy or other financial reorganisation;

significant changes in the technological, market, economic or legal environment that have an adverse effect
on the debtor; and

a significant or prolonged decline in the fair value of an investment in an equity instrument below its cost.

If any such evidence exists, any impairment loss is determined and recognised as follows:

For investments in associates accounted for under the equity method in the consolidated financial
statements (Note 2(f)), impairment 10ss is measured by comparing the recoverable amount of the investment
with its carrying amount in accordance with Note 2(m)(ii). The impairment loss is reversed if there has been
a favourable change in the estimates used to determine the recoverable amount in accordance with Note
2(m)(i).

For trade and other current receivables and other financial assets carried at amortised cost, impairment
loss is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows, discounted at the financial asset’s original effective interest rate (i.e. effective interest rate
computed at initial recognition of these assets), where the effect of discounting is material. This assessment
is made collectively where financial assets carried at amortised cost share similar risk characteristics, such as
similar past due status, and have not been individually assessed as impaired. Future cash flows for financial
assets which are assessed for impairment collectively are based on historical loss experience for assets with
credit risk characteristics similar to the collective group.
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(m) Impairment of assets (Continued)

(i) Impairment of investments in debt and equity securities and other receivables (Continued)

If in a subsequent period the amount of an impairment loss decreases and the decrease can be linked
objectively to an event occurring after the impairment loss was recognised, the impairment 0ss is reversed
through the consolidated statement of comprehensive income. A reversal of impairment loss shall not result
in the asset’s carrying amount exceeding that which would have been determined had no impairment loss
been recognised in prior years.

For available-for-sale financial assets, the cumulative l0ss that has been recognised in the fair value reserve
is reclassified to the consolidated statement of comprehensive income. The amount of the cumulative loss
that is recognised in the consolidated statement of comprehensive income is the difference between the
acquisition cost and current fair value, less any impairment l0ss on that asset previously recognised in the
consolidated statement of comprehensive income.

Impairment losses in respect of available-for-sale debt securities are reversed if the subsequent increase
in fair value can be objectively related to an event occurring after the impairment loss was recognised.
Reversals of impairment losses in such circumstances are recognised in the consolidated statement of
comprehensive income.

Impairment losses are written off against the corresponding assets directly, except for impairment losses
recognised in respect of trade and other receivables, whose recovery is considered doubtful but not remote.
In this case, impairment losses for doubtful debts are recorded using an allowance account. When the Group
is satisfied that recovery is remote, the amount considered irrecoverable is written off against trade and
other receivable directly and any amounts held in the allowance account relating to that debt are reversed.
Subsequent recoveries of amounts previously charged to the allowance account are reversed against
the allowance account. Other changes in the allowance account and subsequent recoveries of amounts
previously written off directly are recognised in the consolidated statement of comprehensive income.

(ii) Impairment of other assets

Internal and external sources of information are reviewed at the end of each reporting period to identify
indications that the following assets may be impaired or, except in the case of goodwill, an impairment loss
previously recognised no longer exists or may have decreased:

property, plant and equipment;
prepaid lease payments; and

investments in subsidiaries in the Company’s statement of financial position.

If any such indication exists, the asset’s recoverable amount is estimated.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of disposal 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 time value of money and the risks specific
to the asset. Where an asset does not generate cash inflows largely independent of those from other
assets, the recoverable amount is determined for the smallest group of assets that generates cash inflows
independently (i.e. a CGU).
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(m) Impairment of assets (Continued)

(ii) Impairment of other assets (Continued)
— Recognition of impairment losses

An impairment loss is recognised in the consolidated statement of comprehensive income if the carrying
amount of an asset, or the CGU to which it belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated to reduce the carrying amount of the assets in
the unit (or group of units) on a pro rata basis, except that the carrying value of an asset will not be reduced
below its individual fair value less costs of disposal (if measurable), or value in use (if determinable).

— Reversals of impairment losses

An impairment loss is reversed if there has been a favourable change in the estimates used to determine
the recoverable amount.

A reversal of an impairment loss is limited to the asset’s carrying amount that would have been determined
had no impairment loss been recognised in prior years. Reversals of impairment losses are credited to the
consolidated statement of comprehensive income in the year in which the reversals are recognised.

(n) Inventories

Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the period in
which the related revenue is recognised. The amount of any write-down of inventories to net realisable value and all
losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories is recognised as a reduction in the amount of inventories recognised as an
expense in the period in which the reversal occurs.

(o) Trade and other receivables

(p

~

Trade and other receivables are initially recognised at fair value and thereafter stated at amortised cost using
effective interest method, less allowance for impairment of doubtful debts (Note 2(m)), except where the receivables
are interest-free loans made to related parties without any fixed repayment terms or the effect of discounting would
be immaterial. In such cases, the receivables are stated at cost less allowance for impairment of doubtful debts.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost with any difference between the amount
initially recognised and redemption value being recognised in the consolidated statement of comprehensive income
over the period of the borrowings, together with any interest and fees payable, using effective interest method.
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(q) Perpetual capital instruments

r

(s)

(t)

Perpetual capital instruments are classified as equity if it is non-redeemable, or redeemable only at the issuer’s
option, and any interests and distributions are discretionary. Interest and distributions on perpetual capital
instruments classified as equity are recognised as distributions within equity.

Trade and other payables

Trade and other payables are initially recognised at fair value, and are subsequently stated at amortised cost unless
the effect of discounting would be immaterial, in which case they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are readily convertible into known amounts of cash
and which are subject to an insignificant risk of changes in value, having been within three months of maturity at
acquisition.

Employee benefits

(i) Short term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans and the cost
of non-monetary benefits are accrued in the year in which the associated services are rendered by employees.
Where payment or settlement is deferred and the effect would be material, these amounts are stated at their
present values.

(ii) Share-based payments

The fair value of share options granted to employees is recognised as an employee cost with a corresponding
increase in the share option reserve within equity. The fair value is measured at grant date using binomial lattice
model, taking into account the terms and conditions upon which the options were granted. Where the employees
have to meet vesting conditions before becoming unconditionally entitled to the options, the total estimated fair
value of the options is spread over the vesting period, taking into account the probability that the options will
vest.

During the vesting period, the number of share options that is expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognised in prior years is charged/credited to the consolidated
statement of comprehensive income for the year of the review, unless the original employee expenses qualify
for recognition as an asset, with a corresponding adjustment to the share option reserve. On vesting date,
the amount recognised as an expense is adjusted to reflect the actual number of options that vest (with a
corresponding adjustment to the share option reserve) except where forfeiture is only due to not achieving
vesting conditions. The equity amount is recognised in the share option reserve until either the option is
exercised (when it is transferred to the share premium account) or the option expires (when it is released directly
to retained profit).
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(u) Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities. Current tax and
movements in deferred tax assets and liabilities are recognised in the consolidated statement of comprehensive
income except to the extent that they relate to items recognised in other comprehensive income or directly in equity,
in which case the relevant amounts of tax are recognised in other comprehensive income or directly in equity,
respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively
enacted at the end of the reporting period, and any adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable entity, and are expected to reverse either in the same
period as the expected reversal of the deductible temporary difference or in periods into which a tax loss arising from
the deferred tax asset can be carried back or forward. The same criteria are adopted when determining whether
existing taxable temporary differences support the recognition of deferred tax assets arising from unused tax losses
and credits, that is, those differences are taken into account if they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a period, or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary differences arising
from goodwill not deductible for tax purposes, the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of a business combination), and temporary differences
relating to investments in subsidiaries to the extent that, in the case of taxable differences, the Group controls the
timing of the reversal and it is probable that the differences will not reverse in the foreseeable future, or in the case of
deductible differences, unless it is probable that they will reverse in the future.

The amount of deferred tax recognised is measured based on the expected manner of realisation or settlement of
the carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the end of the
reporting period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent that it becomes probable that sufficient taxable profits will be
available.

Additional income taxes that arise from the distribution of dividends are recognised when the liability to pay the
related dividends is recognised.
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2. Significant Accounting Policies (continued)

(u)

(v)

Income tax (Continued)

Current tax balances and deferred tax balances, and movements therein, are presented separately from each other
and are not offset. Current tax assets are offset against current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Company or the Group has the legally enforceable right to set off current tax assets against
current tax liabilities and the following additional conditions are met:

— inthe case of current tax assets and liabilities, the Company or the Group intends either to settle on a net basis,
or to realise the asset and settle the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the same taxation
authority on either:

— the same taxable entity; or

— different taxable entities, which, in each future period in which significant amounts of deferred tax liabilities or
assets are expected to be settled or recovered, intend to realise the current tax assets and settle the current tax
liabilities on a net basis or realise and settle simultaneously.

Provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or amount when the Group or the Company has a
legal or constructive obligation arising as a result of a past event, it is probable that an outflow of economic benefits
will be required to settle the obligation and a reliable estimate can be made. Where the time value of money is
material, provisions are stated at the present value of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent liabilities unless the probability of outflow of economic benefits is
remote.
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2. Significant Accounting Policies (continued)

(w) Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue and costs, if applicable, can be measured reliably, revenue is
recognised in the consolidated statement of comprehensive income as follows:

0]

(ii)

(i)

(iv)

Sale of goods

Revenue is recognised when goods are delivered at the customers’ premises which is taken to be the point
in time when the customer has accepted the goods and the related risks and rewards of ownership. Revenue
excludes value added tax or other sales taxes and is after deduction of any trade discounts.

Rental income from operating leases

Rental income receivable under operating leases is recognised in the consolidated statement of comprehensive
income in equal instalments over the periods covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from the use of the leased asset. Lease incentives
granted are recognised in the consolidated statement of comprehensive income as an integral part of the
aggregate net lease payments receivable. Contingent rentals are recognised as income in the accounting period
in which they are earned.

Interest income
Interest income is recognised as it accrues using effective interest method.

Government grants

Government grants are recognised in the statement of financial position initially when there is reasonable
assurance that they will be received and that the Group will comply with the conditions attaching to them. Grants
that compensate the Group for expenses incurred are recognised as income in the consolidated statement of
comprehensive income on a systematic basis in the same periods in which the expenses are incurred. Grants
that compensate the Group for the cost of an asset are deducted from the carrying amount of the asset and
consequently are effectively recognised in the consolidated statement of comprehensive income over the useful
life of the asset by way of reduced depreciation expense.
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2. Significant Accounting Policies (continued)

(x)

(y)

(2)

Translation of foreign currencies

The financial statements are presented in Renminbi (“RMB”), which is the same as the functional currency of the
Company.

Foreign currency transactions during the year are translated at the foreign exchange rates ruling at the transaction
dates. Monetary assets and liabilities denominated in foreign currencies are translated at the foreign exchange rates
ruling at the end of the reporting period. Exchange gains and losses are recognised in the consolidated statement of
comprehensive income.

Non-monetary assets and liabilities that are measured at historical cost in a foreign currency are translated using the
foreign exchange rates ruling at the transaction dates. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are translated using the foreign exchange rates ruling at the dates the fair
value was measured.

The results of foreign operations are translated into RMB at the exchange rates approximating the foreign exchange
rates ruling at the dates of the transactions. Statement of financial position items are translated into RMB at the
closing foreign exchange rates at the end of the reporting period. The resulting exchange differences are recognised
in other comprehensive income and accumulated separately in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of the exchange differences relating to that foreign
operation is reclassified from equity to the consolidated statement of comprehensive income when the profit or loss
on disposal is recognised.

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

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the
cost of that asset. Other borrowing costs are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when expenditure for the
asset is being incurred, borrowing costs are being incurred and activities that are necessary to prepare the asset for
its intended use or sale are in progress. Capitalisation of borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset for its intended use or sale are interrupted or complete.

(aa)Related parties

(@) A person, or a close member of that person’s family, is related to the Group if that person:
(i)  has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of the Group or the Group’s parent.
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2. Significant Accounting Policies (continued)
(aa) Related parties (Continued)
(b) An entity is related to the Group if any of the following conditions applies:

()  The entity and the Group are members of the same group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of
a group of which the other entity is a member).

(i) Both entities are joint ventures of the same third party.
(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of either the Group or an entity
related to the Group.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a part, provides key management personnel services to
the Group or to the Group’s parent.

Close members of the family of a person are those family members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

(i) that person’s children and spouse or domestic partner;
(i children of that person’s spouse or domestic partner; and

(i) dependents of that person or that person'’s spouse or domestic partner.

(ab)Segment reporting

Operating segments, and the amounts of each segment item reported in the consolidated financial statements, are
identified from the financial information provided regularly to the Group’s most senior executive management for
the purposes of allocating resources to, and assessing the performance of, the Group's various lines of business and
geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes unless the segments
have similar economic characteristics and are similar in respect of the nature of products and services, the nature
of production processes, the type or class of customers, the methods used to distribute the products or provide the
services, and the nature of the regulatory environment. Operating segments which are not individually material may
be aggregated if they share a majority of these criteria.
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3. Accounting Judgement and Estimates

Notes 33 and 37 contain information about the assumptions and their risk factors relating to fair value of financial
instruments and share options granted. Other key sources of estimation uncertainty are as follows:

C))

(b)

(c)

Impairment of property, plant and equipment

Determining whether its property, plant and equipment are impaired requires an estimation of their recoverable
amounts. The recoverable amount calculation requires the Group to estimate the future cash flows expected to arise
from those assets 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.

Impairment of receivables

In relation to trade and other receivables, a provision for impairment is made and an impairment loss is recognised
in the consolidated statement of comprehensive income when there is objective evidence (such as the probability of
insolvency or significant financial difficulties of the debtor) that the Group will not be able to collect all of the amounts
due under the original terms of the invoice. Management uses judgement in determining the probability of insolvency
or significant financial difficulties of the debtor.

Depreciation

Property, plant and equipment are depreciated on a straight-line method over the estimated economic useful lives
of the relevant assets, after taking into account their estimated residual values. The Group reviews the estimated
economic useful lives and residual values of the assets annually in order to determine the amount of depreciation
expenses to be recorded during the periods. The useful lives are based on the Group’s historical experience with
similar assets taking into account anticipated technological changes. The depreciation expenses for future periods
are adjusted if there are significant changes from previous estimates.

4. Revenue
The principal activities of the Group are manufacturing and sales of aluminium products.

Revenue represents the sales value of aluminium products sold to customers and metal trade agency commission. The
amount of each significant category of revenue recognised during the year is as follows:

2017 2016

RMB’'000 RMB’000

Sales of aluminium products

— aluminium alloy formworks 8,933,609 —
— industrial aluminium extrusion products 7,789,728 13,204,307
— construction aluminium extrusion products 382,838 1,032,007
— aluminium flat-rolled products 1,590,990 —
— deep-processed products 722,685 2,440,800
Metal trade agency commission 38,976 18,429

19,458,826 16,695,543
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5. Segment Reporting

The Group determines its operating segments based on the reports reviewed by the chief operating decision-maker that

are used to make strategic decisions.

The Group has the following reportable segments. The segments are managed separately as each business offers different
products and services and requires different business strategies. The following summary describes the operations in each

of the Group'’s reportable segments:

— aluminium alloy formwaorks (“Aluminium Alloy Formwork”)

— aluminium extrusion products for industrial markets (“Industrial”)

— aluminium deep-processed products (“Deep-processed”)

— aluminium extrusion products for construction markets (“Construction”); and

— aluminium flat-rolled products (“Flat-rolled”)

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

Segment revenue

2017 2016

RMB'000 RMB’000

Aluminium Alloy Formwork 8,933,609 =
Industrial

— Revenue from external customers 7,789,728 13,204,307

— Inter-segment sales 2,478,484 2,018,358

Construction 382,838 1,032,007

Flat-rolled 1,590,990 —

Deep-processed 722,685 2,440,800

Others 38,976 18,429

21,937,310 18,713,901

Elimination of inter-segment revenue (2,478,484) (2,018,358)

Total 19,458,826 16,695,543
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5. Segment Reporting continued)

Segment revenue and results (Continued)

Segment results

2017 2016
RMB'000 RMB’000
Aluminium Alloy Formwork 3,569,235 —
Industrial 2,453,013 5,302,521
Construction 22,059 150,528
Flat-rolled 206,433 —
Deep-processed 56,386 825,942
Others 38,169 17,348
6,345,295 6,296,339
Elimination of unrealised inter-segment losses/(profits) 3,284 (7,961)
Total 6,348,579 6,288,378
Investment income and other income, net 1,408,737 238,473
Selling and distribution costs (232,693) (155,924)
Administrative and other operating expenses (1,809,904) (1,839,854)
Share of profit of associates 173,253 73,904
Finance costs (1,155,272) (925,786)
Profit before taxation 4,732,700 3,679,191
Income tax (864,505) (772,032)
Profit for the year 3,868,195 2,907,159

Segment profit represents gross profit earned by each segment. This is the measure reported to the Group’s chief
operating decision maker for the purpose of resources allocation and performance assessment.
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Segment assets and liabilities
The following is an analysis of the Group's assets by reportable and operating segment:

Annual Report 2017

2017 2016
RMB’000 RMB'000
Aluminium Alloy Formwork 5,204,772 —
Industrial 25,138,875 19,435,894
Construction 229,249 231,688
Flat-rolled 43,212,970 35,668,412
Deep-processed 2,310,326 1,547,358
Unallocated assets
— Property, plant and equipment 2,111,628 2,200,925
— Prepaid lease payments 215,650 54,885
— Goodwill 379,000 —
— Interest in associates 3,537,452 2,714,922
— Deferred tax assets 155,929 118,971
— Inventories 752,249 2,226,619
— Other receivables, deposits and prepayments 4,444,852 322,352
— Available-for-sale financial assets 2,882,968 266,981
— Pledged bank deposits 3,862,050 2,897,773
— Short-term deposits — 3,326,402
— Cash and cash equivalents 6,829,894 8,024,564
Total assets 101,267,864 79,037,746
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5. Segment Reporting continued

Segment assets and liabilities (continued)
For the purposes of monitoring segment performance and allocating resources between segments:

All assets are allocated to operating segments other than certain property, plant and equipment, certain prepaid lease
payments, goodwill, available-for-sale financial assets, interest in associates, deferred tax assets, certain raw materials
and certain work in progress included in inventories, certain other receivables, deposits and prepayments, pledged bank
deposits, short-term deposits, and cash and cash equivalents which are commonly used by all segments or used for
corporate operation.

Segment assets mainly comprise of certain property, plant and equipment, prepaid lease payments, intangible assets,
inventories, trade and bills receivables, and other receivables, deposits and prepayments that can be identified to a
particular operating segment.

No segment liability information is presented since the liabilities of each reportable segment are not reported or provided
to the Group’s chief operating decision maker.

Other segment information
Amounts included in the measure of segment results or segment assets for the year ended 31 December 2017:

Aluminium
Alloy Deep-

Formwork Industrial Construction Flat-rolled processed  Unallocated Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Additions to property, plant and

equipment 412,234 4,751,393 — 2,930,913 635,473 27,535 8,757,548
Additions to other intangible assets — 275,267 — — — — 275,267
Additions to prepaid lease payments 482,740 70,277 — 103,505 231,035 — 887,557

Additions to deposits for acquisition of
property, plant and equipment and

prepaid lease 6,642 190,690 — 2,775,953 506,205 17,714 3,497,204
Depreciation of property, plant and

equipment 3,774 527,628 5,538 178,304 10,436 111,527 837,207
Amortisation of other intangible assets — 1,022 — — — — 1,022
Amortisation of prepaid lease payments 53,222 39,317 — 24,739 6,094 6,777 130,149
Impairment loss/(gain) on trade

receivables, net 191 5,925 785 — (1,250) — 5,651

Gain on disposals of property,
plant and equipment - 414 — - - — 414
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Other segment information (Continued)
Amounts included in the measure of segment results or segment assets for the year ended 31 December 2016:

Aluminium
Alloy Deep-

Formwork Industrial - Construction Flat-rolled processed  Unallocated Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Additions to property, plant and

equipment — 2,376,976 57,196 7,510,276 144,139 592,994 10,681,581
Additions to prepaid lease payments — 384,358 — — — — 384,358
Additions to deposits for acquisition of

property, plant and equipment and

prepaid lease — 214,613 — 3,955,425 79,193 — 4,249,231
Depreciation of property, plant and

equipment — 471,055 17,062 — 20,439 113,802 622,358
Amortisation of prepaid lease payments — 95,738 — 36,516 4,011 2,667 138,932
Impairment loss on trade

receivables, net — 13,341 1,313 — 1,526 — 16,180
Loss/(gain) on disposals of property,

plant and equipment — 6,583 — — — (849) 5,734

Geographic information
The Group's revenues from external customers are divided into the following geographical areas:

2017

RMB’000
Peoples’ Republic of China (“PRC") 17,981,271 14,211,311
Germany 234,171 83,186
Malaysia 202,014 8,686
United Kingdom 122,428 67,221
Belgium 111,925 75,479
Others 807,017 2,249,660
19,458,826 16,695,543

The geographical location of revenue is based on the location of customers.

The geographical location of non-current assets is based on the physical location of the assets. Nearly all non-current assets
of the Group are located in the PRC.
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Information about major customers
Revenue from customers of the corresponding years contributing over 10% of the total revenue of the Group are as

follows:
2017 2016
RMB’'000 RMB’000
Customer A* 2,940,902 Note
Customer B* 1,984,013 Note
Customer C** Note 1,903,216

Note: The corresponding revenue did not contribute over 10% of the total revenue of the Group.
& Revenue from Aluminium Alloy Formwork segment

**  Revenue from Industrial and Deep-processed segment

6. Investment Income

2017 2016

RMB’'000 RMB’000

Bank deposits interest income 414,342 205,584
Interest income from available-for-sale financial assets 10,793 48,478
Loss on disposals of subsidiaries (1,309) —
Loss on disposals of an associate (1,298) —
422,528 254,062

7. Other Income/(EXpenses)

2017 2016

RMB’000 RMB'000

Profit of sales of equipment 351,834 19,906
Exchange gain/(l0ss), net 259,007 (219,834)
Gain on sales of scrap materials, consumables and moulds 209,503 29,346
Government subsidies (Note) 165,451 160,577
Gain/(Loss) on disposals of property, plant and equipment 414 (5,734)
Rental income — 150
986,209 (15,589)

Note: The amounts mainly represent subsidies received from the Finance Bureau and other government departments of Liaoyang City, Yingkou City, Daging City and Panjin
City as incentive payments for the Group’s achievements and contribution to the local community and to subsidise the Group’s expenditure in technological research
and market development.
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8. Finance Costs

2017 2016

RMB'000 RMB’000

Interests on bank loans and other borrowings 1,591,779 1,761,413
Less: Interest expense capitalised into property, plant and equipment, and deposits

for acquisition of property, plant and equipment* (436,507) (855,103)

Interest rate swaps: cash flow hedges, reclassified from equity (Note 12(b)) — 19,476

1,155,272 925,786

d Borrowing costs have been capitalised at an average interest rate of 4.89% per annum (2016: 4.59%).

9. Profit Before Taxation
Profit before taxation is arrived at after charging/(crediting):

2017 2016

RMB’'000 RMB’000

Auditor’'s remuneration

— Audit services 3,880 8,000
— Other services 6,770 426
Total auditor’'s remuneration 10,650 8,426

Staff costs (including directors’ emoluments):

— Salaries and other benefits 2,589,354 1,121,106

— Contributions to defined contribution retirement plan 161,637 93,484

— Equity-settled share-based payment expenses 112,172 202,108
Total employee benefit expenses 2,863,163 1,416,698
Costs of inventories recognised as expenses* 13,110,247 10,407,165
Depreciation of property, plant and equipment* 837,207 622,358
Amortisation of other intangible assets* 1,022 —
Amortisation of prepaid lease payments* 130,149 138,932
Impairment losses on trade receivables 5,651 16,180
Operating lease charges in respect of office premises 56,816 49,548
Research and development costs 593,084 532,059

& Cost of inventories recognised as an expense includes approximately RMB2,876,283,000(2016: RMB1,116,756,000) relating to staff costs, depreciation and amortisation
expenses, which amount is also included in the respective total amounts disclosed separately above.
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10.Directors’ Emoluments

The aggregate amounts of the emoluments paid or payable to the directors are as follows:

Retirement

Salaries and benefit scheme

other benefits
RMB’000

For the year ended 31 December 2017
Executive directors

contributions
RMB’000

Share-based
payments
RMB’000
(Note (i)

Total
RMB’000

Mr. Liu Zhongtian (Note (iii)) 1,840 6 — 1,846
Mr. Lu Changging 1,564 51 9,971 11,586
Ms. Ma Qingmei (Note (ii) 84 1 79 164
Mr. Gou Xihui (Note (iii)) 1,382 6 9,140 10,528
Non-executive directors
Mr. Chen Yan 1,507 6 9,971 11,484
Mr. Liu Zhisheng (Note (ii)) 84 1 79 164
Mr. Zhang Hui (Note (ii)) 84 1 79 164
Ms. Zhong Hong (Note (iv)) 252 — 1,662 1,914
Independent non-executive directors
Mr. Wong Chun Wa 200 — 249 449
Mr. Wen Xianjun (Note (v)) — — — —
Mr. Shi Ketong 200 — 249 449
Mr. Lo Wa Kei, Roy 200 — 249 449
7,397 72 31,728 39,197
For the year ended 31 December 2016
Executive directors
Mr. Liu Zhongtian 2,025 6 — 2,031
Mr. Lu Changging 1,556 47 17,942 19,545
Mr. Gou Xihui 1,549 25 17,957 19,531
Non-executive directors
Ms. Zhong Hong (Note (i) 1,515 — 17,942 19,457
Mr. Chen Yan (Note (vi)) 1,520 6 17,942 19,468
Independent non-executive directors
Mr. Wong Chun Wa 200 = 455 655
Mr. Wen Xianjun (Note (v)) — — 7 7
Mr. Shi Ketong 200 — 455 655
Mr. Lo Wa Kei, Roy 200 — 455 655
8,765 84 73,155 82,004
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10.Directors’ Emoluments (continued)

1.

Note:

(vi)

These represent the estimated value of share options granted to the directors under the Company’s share option scheme. The value of these share options is
measured according to the Group’s accounting policies for share-based payment transactions as set out in Note 2(t)(ii). The details of these benefits in kind, including
the principal terms and number of options granted, are disclosed in Note 37.

Ms. Ma Qingmei, Mr. Liu Zhisheng and Mr. Zhang Hui have been appointed as executive director, non-executive director and non-executive director on 17 November
2017 respectively.

Mr. Liu Zhongtian and Mr. Gou Xihui resigned from the position of executive directors on 17 November 2017.
Ms. Zhong Hong passed away on 16 February 2017.

The Company's independent non-executive director Mr. Wen Xianjun has waived his salaries and other benefits amounting to RMB200,000 for each of the years ended
31 December 2017 and 2016.

Ms. Zhong Hong and Mr. Chen Yan retired from the position of executive directors on 19 August 2016 and were re-designated as non-executive directors on 19 August
2016.

For each of the years ended 31 December 2017 and 2016, all five highest paid individuals are the directors of the Company
whose emoluments are included in the disclosure set out above.

During each of the years ended 31 December 2017 and 2016, no emoluments were paid by the Group to any of the
directors as an inducement to join or upon joining the Group or as compensation for loss of office.

Income Tax
The amount of taxation in the consolidated statement of comprehensive income represents:

2017 2016
RMB'000 RMB’000

Current tax
— Provision for the year 863,984 656,072
— Over-provision in respect of prior years (12) —
— Withholding tax on intra-group interest income — 2,258
863,972 658,330
Deferred taxation (Note 31(b)) 533 113,702

Total income tax 864,505 772,032
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11.Income TaX (continued)

Income tax expense for the year can be reconciled to the profit before taxation in the consolidated statement of
comprehensive income as follows:

2017 2016

RMB’'000 RMB’000

Profit before taxation 4,732,700 3,679,191

Notional tax on profit before taxation, calculated at the PRC income tax

rate of 25% (2016: 25%) 1,183,175 919,798
Effect of different tax rates of subsidiaries operating in other jurisdictions (Note (i) (207,856) 182,015
Effect of PRC preferential tax rate (Note (ii)) (401,278) (325,256)
Tax effect of non-deductible expenses 236,240 50,198
Tax effect of non-taxable income (77,234) (18,476)
Tax relief related to additional tax deduction on research and development costs

incurred (70,492) (65,480)
Tax effect of tax losses not recognised 202,274 57,809
Tax effect of utilisation of previously unrecognised tax losses (312) (22,770)
Tax effect of intra-group interest income — (5,806)
QOver-provision in respect of prior years (12) —
Actual tax expense 864,505 772,032
Note:

(i) Provision for PRC current income tax is based on a statutory income tax rate of 25% of the assessable income of the Group as determined in accordance with the
relevant income tax rules and regulations of the PRC, except for the Company and certain subsidiaries of the Group incorporated in countries other than the PRC are
subject to income tax rates ranging from 0% to 33% pursuant to the rules and regulations of their respective countries of incorporation.

(i) On 11 November 2013, Liaoning Zhongwang Group Company Limited (“Liaoning Zhongwang") was recognised as a High and New Technology Enterprise (“HNTE") by
Liaoning provincial government. This entitled Liaoning Zhongwang to pay PRC income tax at a 15% preferential income tax rate for a period of three years from 2013
t0 2015. The HNTE certificate needs to be renewed every three years so as to enable Liaoning Zhongwang to enjoy the preferential tax rate of 15%. On 30 November
2016, Liaoning Zhongwang obtained its latest renewed certificate of HNTE with an effective period of three years ended 31 December 2018. Therefore, income tax
expense of Liaoning Zhongwang for each of the years ended 31 December 2017 and 2016 were calculated based on income tax rate of 15%.



132 China Zhongwang Holdings Limited Annual Report 2017

Notes to the Financial Statements
(Expressed in RMB)

12.0ther Comprehensive Income

(a) Tax effect relating to each component of other comprehensive income

2017 2016
Before-tax Tax benefits/  Net-of-tax Before-tax  Tax benefits/ Net-of-tax

amount  (expenses) amount amount  (expenses) amount
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Items that may be reclassified
subsequently to profit or loss:
Exchange differences arising on

translation of financial statements 42,330 — 42,330 (8,906) — (8,906)
Cash flow hedge:
net movement in hedging reserve — — — 2913 — 2913

Available-for-sale financial assets:
net movement in the fair value
reserve (229) 34 (195) 229 (34) 195

Other comprehensive income 42,101 34 42,135 (5,764) (34) (5,798)

(b) Reclassification adjustments relating to components of other comprehensive income

2017 2016
RMB’000 RMB'000
Cash flow hedge:
Effective portion of changes in fair value of hedging instruments recognised
during the year — (16,563)
Reclassification adjustments for amounts transferred to the consolidated
statement of comprehensive income (Note 8) — 19,476

Net movement in the hedging reserve during the year recognised in other
comprehensive income — 2,913

Available-for-sale financial assets:

Changes in fair value recognised during the year (229) 229
Net deferred tax credited/(debited) to other comprehensive income
(Note 31(b)) 34 (34)

Net movement in the fair value reserve during the year recognised in other
comprehensive income (195) 195
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The calculation of the basic and diluted earnings per share is based on the consolidated profit attributable to the equity
shareholders of the Company for each of the years ended 31 December 2017 and 2016 on the number of shares as
follows:

2017 2016
RMB’'000 RMB’000
Profit for the year attributable to equity shareholders of the Company 3,533,431 2,871,379
2017 2016
'000 ‘000
Number of shares
Weighted average number of ordinary shares for the purposes of basic earnings
per share 5,449,473 5,449,473
Weighted average number of convertible preference shares for the purposes of
basic earnings per share 1,619,125 1,619,125
Weighted average number of shares for the purposes of basic and diluted earnings
per share 7,068,598 7,068,598
Earnings per share
Basic (RMB) 0.50 0.41
Diluted (RMB) 0.50 0.41

Computation of diluted earnings per share does not assume the exercise of certain share options because they are
antidilutive for each of the years ended 31 December 2017 and 2016.
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14.Property, Plant and Equipment

Furniture,
fixtures
Motor and

Buildings Machineries vehicles equipment CIP Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000

Cost
At 1 January 2016 2,080,059 9,938,553 126,228 96,956 22,871,679 35,113,475
Transfer in/(out) 8,272 361,475 6,412 18,324 (394,483) —
Additions 41 123,447 10,818 31,420 6,153,464 6,319,190
Transfer from deposits for acquisition of

property, plant and equipment — — — — 4,362,391 4,362,391
Disposals — (30,000) (2,170) — — (32,170)
At 31 December 2016 and 1 January 2017 2,088,372 10,393,475 141,288 146,700 32,993,051 45,762,886
Transfer in/(out) 2,695,823 8,903,927 79,954 92 (11,679,796) —
Additions 6,940 443,626 68,937 75,502 5,162,083 5,757,088
Transfer from deposits for acquisition of

property, plant and equipment — — — — 2,586,556 2,586,556
Disposals — (537) (1,531) (144) — (2,212)
Additions through acquisition of

subsidiaries (Note 39) 434,333 738,219 863 33,591 — 1,207,006
Disposals of subsidiaries (Note 40) — — (3,270) (192) (565,205) (568,667)
At 31 December 2017 5,225,468 20,478,710 286,241 255,549 28,496,689 54,742,657

Accumulated depreciation and

impairment
At 1 January 2016 390,628 3,424,298 78,950 47,391 — 3,941,267
Charged for the year 92,971 500,790 16,190 12,407 — 622,358
Written back on disposals — (19,400) (1,843) — — (21,243)
At 31 December 2016 and 1 January 2017 483,599 3,905,688 93,297 59,798 — 4,542,382
Charged for the year 141,468 646,175 20,170 29,394 — 837,207
Written back on disposals — (620) (320) — — (940)
Additions through acquisition of

subsidiaries (Note 39) 132,589 631,324 629 28,560 — 793,102
Disposals of subsidiaries (Note 40) — — (1,073) (75) — (1,148)
At 31 December 2017 757,656 5,182,567 112,703 117,677 - 6,170,603

Net book value
At 31 December 2017 4,467,812 15,296,143 173,538 137,872 28,496,689 48,572,054

At 31 December 2016 1,604,773 6,487,787 47,991 86,902 32,993,051 41,220,504

At 31 December 2017, certain of the Group’s machineries with a carrying amount of approximately RMB4,470,130,000 (2016:
RMB3,444,617,000) were used to secure the Group's borrowings (Note 30(0)).
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15.Prepaid Lease Payments

2017
RMB’000
Cost
At 1 January 6,884,826 6,500,468
Additions 561,533 378,300
Transfer from deposits for acquisition of prepaid lease 326,024 6,058
Decrease through disposal of subsidiaries (1,543,914) —
At 31 December 6,228,469 6,884,826

Accumulated amortisation

At 1 January 601,080 462,148
Charged for the year 130,149 138,932
Decrease through disposal of subsidiaries (182,860) —
At 31 December 548,369 601,080

Net book value
At 31 December 5,680,100 6,283,746

Analysed for reporting purpose:

Current assets 128,773 136,099
Non-current assets 5,551,327 6,147,647
5,680,100 6,283,746

At 31 December 2017 and 2016, prepaid lease payments comprise interests in leasehold land held for own use under
operating leases located in the PRC.

At 31 December 2017, certain of the Group’s land use rights with a carrying amount of approximately RMB1,379,400,000
(2016: RMB1,410,459,000) were used to secure the Group's borrowings (Note 30(0)).



136 China Zhongwang Holdings Limited Annual Report 2017

Notes to the Financial Statements
(Expressed in RMB)

16.Goodwill and Other Intangible Assets

Design
and
engineering

Goodwill packages Total
(Note(i)) (Note(ii))
RMB'000 RMB'000 RMB’'000

Cost
At 1 January 2017 — — =
Addition through business

combinations (Note 39) 379,000 307,330 686,330
At 31 December 2017 379,000 307,330 686,330
Accumulated amortisation and impairment
Addition through acquisition of subsidiaries (Note 39) — 32,063 32,063
Provided for the year — 1,022 1,022
At 31 December 2017 — 33,085 33,085
Net book value
At 31 December 2017 379,000 274,245 653,245
Note:

(i) Goodwill is allocated to the Group’s CGU, a summary of which is presented below:

2017 2016

RMB’000 RMB'000

Silver Yachts Ltd. (Note 39(a)) 225,002 -
Aluminiumwerk Unna AG. (Note 39(b)) 153,998 —
379,000 ==

The recoverable amount for the CGU is determined based on value-in-use calculations. These calculations use pre-tax cash flow projections based on financial
budgets approved by management. For Aluminiumwerk Unna AG., the cash flow projection covers a 5-year period; for Silver Yachts Ltd., the cash flow projection
covers an 11-year period, a longer projection period reflecting long build-up time for superyachts. Cash flows beyond the projection period are extrapolated using the
estimated growth rates as zero. The growth rate does not exceed the long-term average growth rate for the industrial aluminium extrusion business in which the CGU
operates. The discount rates used for value-in-use calculations are pre-tax and reflect specific risks relating to the relevant CGU.

Key assumptions used for value-in-use calculations are as follows:

Pre-tax discount rate

2017 2016
Silver Yachts Ltd. 8.96% N/A
Aluminiumwerk Unna AG. 12.82% N/A

Apart from the considerations described above in determining the value-in-use of the CGU, management is not aware of any other probable changes that would
necessitate changes in the key assumptions. Management determines that the CGU containing goodwill does not suffer any impairment.

(i) Design and engineering packages represented the results of research and development of super yacht foundation designs acquired by the Group through acquisition
of a subsidiary. These designs are fundamental in the design of future projects.
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17.Investments in Subsidiaries

The following list contains only the particulars of subsidiaries which principally affected the results, assets or liabilities of
the Group. The class of shares held is ordinary unless otherwise stated.

Name of company

Ligoning Zhongwang Superior
Fabrication Investment
Limited*
RERHERHRE
BRAT

Ligoning Zhongwang Group
Company Limiteg*
RERREEARAR

Liaoyang Zhongwang Superior
Aluminium Fabrication
Company Limited*

il RSt
ARAT

Zhongwang Aluminium
Company Limited*
BRAXERAA

Liaoning Zhongwang Aluminium
Company Limiteg*
RERHEEARAR

Yingkou Znongwang Aluminium
Company Limited*
ENRREEERAR

Panjin Zhongwang Aluminium
Company Limiteg*
BRAREZERAR

Tianjin Zhongwang Aluminium
Company Limitea*
AEBEERERAT

e
incorporation/
establishment

The PRC

The PRC

The PRC

The PRC

The PRC

The PRC

The PRC

The PRC

Proportion of ownership interest Issued and
fully paid
Form of Group's Held share capital/
business Place of effective by the Held by registered
structure operation interest ~ Company subsidiaries capital
Whollyforeign ~ The PRC 100% — 100%  USD2,433,000,000
owned
enterprise
Wholly foreign ~ The PRC 100% = 100%  USD2,233,000,000
owned
enterprise
Whollyforeign ~ The PRC 100% = 100% USD200,000,000
owned
enterprise
Domestic Limited  The PRC 100% — 100% RMB300,000,000
Liability
Company
("DLLC")
DLLC The PRC 100% = 100%  RMB20,650,000,000
DLLC The PRC 100% = 100% RMB200,000,000
DLLC The PRC 100% = 100% RMB200,000,000
DLLC The PRC 100% = 100%  RMB20,000,000,000

Principal activities

Investment holding,
consulting and research
& development

Manufacturing of
aluminium products

Manufacturing of
aluminium products
and investment
consutting

Investment holding and
trading of aluminium
products and other
materials

Investment holding and
manufacturing of
aluminium products

Manufacturing of

aluminium products

Manufacturing of
aluminium products

Manufacturing of
aluminium products
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17.Investments in Subsidiaries (continued)

Proportion of ownership interest Issued and
D fully paid
Place of Form of Group's Held share capital/
incorporation/ business Place of effective by the Held by registered
Name of company establishment  structure operation interest  Company subsidiaries capital Principal activities
Liaoning Zhongwang The PRC DLLC The PRC 100% = 100% RMB50,000,000  Manufacturing of
Mechanical Equipment machinery
Manufacturing Company
Limited*
FERRANRERE
BRAT
Liaoning Znongwang Import ~ The PRC DLLC The PRC 100% = 100% RMB100,000,000 Trading of aluminium
& Export Trade Company prodicts, ingots, rods
Limited* and other materials
RERMENOES
ARAR
Zhongwang Import & Export -~ The PRC DLLC The PRC 100% = 100%  RMB1,000,000,000 Trading of aluminium
Trade Company Limited* ingots, rods and other
BEELOBRAR materials
Liaoning Znongwang Advanced  The PRC DLLC The PRC 100% — 100%  RMB200,000,000 Manufacturing of
Aluminium Alloy Processing aluminium products
Company Limited*
EERRBEASHANT
BRAT
Liaoning Znongwang Special  The PRC DLLC The PRC 100% — 100%  RMB200,000,000 Manufacturing of Special
Vieicle Manufacturing Veicle and Parts
Company Limited*
EERREERE
BRAT
Liaoning Znongwang Mould ~ The PRC DLLC The PRC 100% = 100%  RMB200,000,000 Designingand
Company Limited* manufacturing of
BERRREERAT aluminium extrusion

mould
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17.Investments in Subsidiaries (continued)

Proportion of ownership interest Issued and
D fully paid
Place of Form of Group's Held share capital/
incorporation/  business Place of effective by the Held by registered
Name of company establishment  structure operation interest ~ Company subsidiaries capital Principal activities
Ligoning Zhongwang Aluminium - The PRC DLLC The PRC 100% — 100% RMB200,000,000 Designing and
Formwork Manufacturing manufacturing of
Company Limiteg* aluminium alloy
EERRERERRE formwork
BRAR
Liaoning Znongwang Aluminium - The PRC DLLC The PRC 100% = 100% RMB200,000,000 Designing and
Viehicle Compartment manufacturing of
Manufacturing Company aluminium vehicle
Limited* compartment
FERMRASEELEE
BAR
Liaoning Znongwang Vehicle  The PRC DLLC The PRC 100% = 100% RMB200,000,000 Manufacturing of vehicle
Manufacturing Company compartment
Limited*

BESHEARAT

Zhongwang Advanced The PRC DLLC The PRC 100% = 100% RMB200,000,000 Manufacturing of
Fabrication Panjin Aluminium aluminium products
Company Limiteg*

BRRREREEE
BRAR

Liaoning Znongwang Aluminium - The PRC DLLC The PRC 100% = 100% RMB100,000,000 Trading of aluminium
Trade Company Limited* produicts and other
FERERATES materials

ERAT
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17.Investments in Subsidiaries (continued)

Proportion of ownership interest Issued and
D fully paid
Place of Form of Group's Held share capital/
incorporation/ business Place of effective by the Held by registered
Name of company establishment  structure operation interest  Company subsidiaries capital Principal activities
Zhongwang (Yingkou) Advanced  The PRC DLLC The PRC 100% = 100% RMB200,000,000 Manufacturing of
Fabrication Aluminium aluminium products
Company Limited*
B (E0) Bt
BRAR
Anhuizhongwang Advanced  The PRC DLLC The PRC 100% = 100% RMB100,000,000 Manufacturing of
Aluminium Alloy Company aluminium products
Limited*
THERGEESRANT
BRAR
Liaoning Znongwang Aluminium  The PRC DLLC The PRC 100% = 100% RMB200,000,000 Trading and
Intelligent Furniture manufacturing of
Technology Company aluminium furniture
Limited*
EERHZREHRA
HEERAR
Hanseatic Maring Engineering  Australia LLC Australia 66.67% — 66.67% AUD1,000 Designing and
Pty Limited manufacturing of
aluminium vessel
Silver Yachts Limited Cayman lslands  LLC Cayman 66.67% — 66.67% USD50,000 Designing and
Islands manufacturing of
aluminium vessel
Aluminiumwerk Unna AG. Germany Company Limited -~ Germany 98.27% — 98.27% EUR3,105,000 Manufacturing of

aluminium products
d The English translations of the names of these companies are for reference only. The official names of these companies are in Chinese.

Lk These companies have not commenced operation at 31 December 2017
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18.Interests in Associates

The following list contains only the particulars of material associates, all of which are unlisted corporate entities whose
quoted market price is not available:

Proportion of ownership interest

Place of Group's
establishment  Form of business Effective Held by Registered
Name of company and business  structure interest  a subsidiary Capital Principal activities
Beijing Zhongwang Huarong The PRC DLLC 20% 20%  RMB3,100,000,000 Investment holding
Investment Company Limited* (Note (i)
("Zhongwang Huarong")
FREEERRERRAR
Beijing Zhongwang Xinda The PRC DLLC 20% 20%  RMB2,800,000,000 Investment holding
Investment Company Limited* (Note (i)
("Zhongwang Xinda")
TREREEREGRAA
Zhongwang Group Finance The PRC DLLC 48% 35%  RMB5,000,000,000 Financial institution
Limited* (“Zhongwang Finance (Note (i)
Company”)
BHEEHBEERAR
Liaoning Wanning Import & The PRC DLLC 30% 30% RMB500,000,000 Trading of metals
Export Trade Company (Note (i)

Limited* (“Liaoning Wanning")
BEEEELNESERAR
L The English translation of the names of these companies are for reference only. The official names of these companies are in Chinese.
Note:
(i) Zhongwang Huarong, Zhongwang Xinda and Zhongwang Finance Company are strategic partners for the Group in developing the financial service business.

(i) The investment in Liaoning Wanning enables the Group to widen its customer base in metals trading market.

All of the above associates are accounted for using equity method in the consolidated financial statements.
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18.Interests in Associates (continued)

Summarised financial information of the material associates, adjusted for any differences in accounting policies, and
reconciled to the carrying amounts in the consolidated financial statements, are disclosed below:

Zhongwang Finance

Zhongwang Huarong Zhongwang Xinda Company Liaoning Wanning
2017 2016 2017 2016 2017 2016 2017 2016
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Gross amounts of the
associates’
Current assets 1,719,434 1719519 1,429,166 1,531,210 25,265,028 23,014,117 1,535,958 19,158,190
Non-current assets 2,337,319 1,560,736 2,185,370 1,417,019 1,512,799 14,747 — 1,562,203
Current liabilities 790,814 130,809 653,696 100,264 21,272,920 19,877,241 513,027 19,676,013
Non-current liabilities — — — — — — 520,000 542,000
Equity 3,265,939 3,149,446 2,960,840 2,847,965 5,504,907 3,151,623 502,931 502,380
Revenue — — — — 702,524 322,550 2,952,103 6,678,503
Profit for the year 116,493 49,446 112,875 47,965 353,284 151,623 551 1,604
Total comprehensive
income 116,493 49,446 112,875 47,965 353,284 151,623 551 1,604

Reconciled to the

Group’s interests in

the associates
Gross amounts of net

assets of the associate 3,265,939 3,149,446 2,960,840 2,847,965 5,504,907 3,151,623 502,931 502,380
Group’s interest in

the associate 20% 20% 20% 20% 35%* 35%* 30% 30%
Group's share of net

assets of the associate 653,188 629,889 592,168 569,593 1,926,717 1,103,068 150,879 150,714

Carrying amount in the
consolidated financial
statements 653,188 629,889 592,168 569,593 1,926,717 1,103,068 150,879 150,714

* The Group held 13% (2016: 13%) effective interest through Zhongwang Huarong and Zhongwang Xinda in the equity of Zhongwang Finance Company as at 31
December 2017.

Aggregate information of associates that are not individually material:

2017 2016

RMB’'000 RMB’000

Aggregate carrying amount of individually immaterial associates in the

consolidated financial statements 214,500 261,658
Aggregate amounts of the Group’s share of those associates’
Profit for the year 3,564 873

Total comprehensive income 3,564 873




143 China Zhongwang Holdings Limited Annual Report 2017

Notes to the Financial Statements
(Expressed in RMB)

19.Deposits for Acquisition of Property, Plant and Equipment and Prepaid Lease

2017 2016

RMB’'000 RMB’000

Deposits for acquisition of property, plant and equipment 4,955,390 3,753,822
Deposits for acquisition of prepaid lease 698,662 386,111
5,654,052 4,139,933

20.Inventories

21

2017 2016
RMB’000 RMB'000
Raw materials 3,182,006 2,398,849
Work-in-progress 2,708,510 956,947
Finished goods 1,350,664 362,466
7,241,180 3,718,262

.Trade and Bills Receivables
2017 2016
RMB’000 RMB'000
Trade and bills receivables 8,090,958 1,850,258
Less: Impairment losses (21,831) (16,180)
8,069,127 1,834,078

As of the end of the reporting period, ageing analysis of trade and bills receivables based on the invoice date and net of
allowance for doubtful debts, is as follows:

2017 2016

RMB’'000 RMB’000

0 to 90 days 6,742,659 1,610,193
91 to 180 days 1,133,746 72,413
Over 180 days 192,722 151,472
8,069,127 1,834,078

For the year ended 31 December 2017, the Group allows an average credit period of 90—180 days (2016: 90 days) for
domestic sales and an average credit period of 180 days (2016: 180 days) for overseas sales. Further details on the
Group’s credit policy are set out in Note 33(a).
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21.Trade and Bills Receivables (continued)
Ageing analysis of trade and bills receivables that are neither individually nor collectively considered to be impaired is as

follows:
2017 2016
RMB'000 RMB’000
Neither past due nor impaired 7,858,509 1,620,118
Less than 3 months past due 25,706 67,760
More than 3 months but less than 12 months past due 114,503 106,616
QOver 12 months past due 70,409 39,584
210,618 213,960
8,069,127 1,834,078

Receivables that were neither past due nor impaired relate to a wide range of customers for whom there was no recent
history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a good track
record with the Group. As there has not been a significant change in credit quality, the directors considered these
amounts are still recoverable and there is no further credit provision required in excess of the allowance for doubtful
debts. The Group does not hold any collateral over these balances.

Movement in the allowance for bad and doubtful debts during the year, including both specific and collective loss
components, is as follows:

2017 2016

RMB’000 RMB'000

At 1 January 16,180 —
Impairment loss recognised 13,629 17,057
Reversal of impairment losses (7,978) (877)
At 31 December 21,831 16,180

Impairment losses in respect of trade and bills receivables are recorded using an allowance account unless the Group is
satisfied that recovery of the amount is remote, in which case the impairment loss is written off against trade and bills
receivables directly.

As at 31 December 2017, amounts due from associates and amount due from related parties of approximately
RMB1,779,000 and RMB636,000 respectively included in above trade receivables.

22.0ther Receivables, Deposits and Prepayments

At 31 December 2017, included in other receivables, deposits and prepayments of the Group are deductible input value
added tax (“VAT receivables”), purchase prepayments, receivables from disposal of assets, interest receivables, etc,
including amounts due from associates of approximately RMB49,430,000. The amounts are unsecured, interest-free and
repayable on demand.

At 31 December 2017, VAT receivables amounting to approximately RMB5,341,777,000 (2016: RMB4,240,041,000) of which
approximately RMB3,571,362,000 (2016: nil) is expected to be deducted after one year and is classified as “Other non-
current assets” in the financial statement.

All of the remaining other receivables, deposits and prepayments are expected to be recovered or recognised as
expenses within one year.
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23.Available-for-sale Financial Assets

2017 2016

RMB’'000 RMB'000

Unlisted financial products, at fair value (Note 33(e)) 2,882,968 266,981

At 31 December 2017, the financial products held by the Group generate expected annual return rate ranged from 2.45%
10 4.60% (2016: 2.45%).

24.Pledged Bank Deposits

The Group pledged bank deposits as collateral in respect of issuance of bills (Note 27) and letters of credit by the Group
and to secure the Group’s bank loans (Note 30(b)). These pledged bank deposits will be released upon the settlement of
relevant payables and bank loans.

25.Short-term Deposits and Cash and Cash Equivalents

Short-term deposits are fixed deposits with banks with an original maturity of more than three months but not more than
one year. Cash and cash equivalents comprise cash held by the Group with an original maturity of three months or less.

26.Trade Payables

All trade payables are expected to be settled within one year or are repayable on demand. The following is an ageing
analysis of trade payables presented based on the invoice date at the end of the reporting period:

2017 2016

RMB'000 RMB’000

0 to 90 days 8,294,147 1,562,217
91 to 180 days 65,376 23,852
181 days to 1 year 29,661 24,071
8,389,184 1,610,140

27.Bills Payables
At 31 December 2017, all the bills payables are repayable within 365 days (2016: 365 days) and are denominated in
Renminbi.

At 31 December 2017, bills payables amounting to RMB444,662,000 (2016: RMB651,928,000) were secured by deposits
placed in banks with an aggregate carrying value of RMB444,662,000 (2016: RMB651,928,000).

28.0ther Payables and Accrued Charges

All other payables and accrued charges are expected to be settled or recognised as revenue within one year or are
repayable on demand.

Included in other payables and accrued charges, there were approximately RMB4,014,395,000 (2016: RMB3,704,450,000)
owed to production machineries suppliers and construction services contractors.

As at 31 December 2017, amounts due to related parties and amount due to an associate of approximately RMB199,000
and RMB50,059,000 respectively included in other payables. The amounts are unsecured, interest-free and repayable on
demand.
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29.Debentures

During the year ended 31 December 2014, the Group issued unsecured debentures of RMB100,000,000 and
RMB1,100,000,000 with maturities of three years and six years and repayable on 10 January 2017 and 22 October 2020,
respectively, and with effective interest rates of 7.50% and 5.48% per annum, respectively. During the year, these
debentures of totalling RMB1,200,000,000 were all fully repaid.

During the year ended 31 December 2015, the Group issued an unsecured debenture of RMB1,200,000,000 with maturity
of three years and repayable on 27 May 2018, with effective interest rate of 5.40% per annum.

During the year ended 31 December 2016, the Group issued unsecured debentures of RMB2,500,000,000, RMB500,000,000
and RMB4,000,000,000 with maturities of five years, one year and five years, which are repayable on 22 March 2021, 8
July 2017 and 26 September 2021, respectively, and with effective interest rates of 4.05%, 3.49% and 3.75% per annum,
respectively. During the year, the debenture of RMB500,000,000 was fully repaid on its maturity date.

30.Bank and Other Loans

(@) short-term bank and other loans are analysed as follows:

2017 2016
RMB’'000 RMB'000

Bank loans
— Guaranteed by subsidiaries 593,489 697,710
— Unguaranteed and unsecured 5,145,096 2,459,925
5,738,585 3,157,635

Add:

— Current portion of long-term bank and other loans 4,961,789 4,556,719

10,700,374 7,714,354
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30.Bank and Other Loans (continued)

(b) Long-term bank and other loans are analysed as follows:

2017 2016
RMB’000 RMB'000
Bank loans
— Secured by bank deposits (Note (i) — 500,000
— Secured by property, plant and equipment (Note (ii) 74,947 —
— Guaranteed by subsidiaries 980,130 4,509,050
— Guaranteed by subsidiaries and secured by prepaid lease payments and
property, plant and equipment (Note (iii)) 10,880,436 11,021,013
— Guaranteed by related parties 2,153,420 2,193,700
— Guaranteed by a related party and secured by property, plant and
equipment (Note (iv)) 385,197 525,351
— Unguaranteed and unsecured 2,113,664 330,000
Other loans
— Secured by property, plant and equipment (Note (v)) 2,413,451 1,380,662
— Unguaranteed and unsecured (Note (vi)) 11,083,129 —
30,084,374 20,459,776
Less:
— Current portion of long-term bank and other loans (4,961,789) (4,556,719)
25,122,585 15,903,057
Note:

(vi)

At 31 December 2016, current portion of long-term bank loan with notional principal of RMB500,000,000 was secured by pledged bank deposits of
RMB500,000,000 (Note 24). Such loan was fully repaid during the year.

At 31 December 2017, certain long-term loans from bank were secured by certain property, plant and equipment of the Group (Note 14). The aggregate carrying
value of the secured property, plant and equipment amounted to approximately RMB135,944,000 at 31 December 2017 (2016: Nil).

At 31 December 2017, a long-term bank loan was guaranteed by subsidiaries and secured by certain land use rights and property, plant and equipment of
the Group (Note 14 and Note 15). The aggregate carrying value of the secured land use rights and property, plant and equipment amounted to approximately
RMB1,379,400,000 and RMB174,317,000, respectively, at 31 December 2017 (2016: RMB1,410,459,000 and RMB176,290,000, respectively).

At 31 December 2017, a long-term bank loan was guaranteed by a related party and secured by certain property, plant and equipment of the Group (Note
14). The aggregate carrying value of the secured property, plant and equipment amounted to approximately RMB786,619,000 at 31 December 2017 (2016:
RMB915,600,000).

At 31 December 2017, certain long-term loans from financial leasing institutions were secured by certain property, plant and equipment of the Group (Note
14). The aggregate carrying value of the secured property, plant and equipment amounted to approximately RMB3,373,250,000 at 31 December 2017 (2016:
RMB2,352,727,000).

The Group has entered into several arrangements with financial leasing institutions in which the Group sold certain equipment to these institutions and then
leased back with scheduled lease payments. The Group has an option to buy back these equipment at a token price at the end of each lease term, i.e. the
bargain purchase option.

In the context of IAS 17, the leaseback of these equipment results in a finance lease due to the bargain purchase option. However, considering the facts that
(1) the consideration of the bargain purchase option is set at a token price, and (2) it is almost certain that the Group would exercise such option since these
equipment are closely related to the business operations of the Group and their remaining estimated useful lives would be ranging from ten to fourteen years
at the end of each lease term, the predetermined bargain purchase option will in effect cause the financial institution (the legal owner of the equipment) to
resell the equipment back to the Group at the end of each lease term. On this basis, even though there is no legal obligation for the Group to repurchase, the
repurchase is almost certain with the presence of the bargain purchase option.

Accordingly, this indicates that these arrangements do not, in substance, involve a lease under IAS 17, instead, the sales and leaseback transaction is
closely interrelated and shall be accounted for as one transaction when the overall economic effect cannot be understood without reference to the series of
transactions as a whole. The substance of these arrangements are cash borrowings, secured by the underlying assets and repayable in instalments over the
lease term. The information of the underlying assets is disclosed in Note 14.

At 31 December 2017, a long term loan was from a related party of the Group. It was interest-free, unsecured and repayable on 1 August,2019.
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30.Bank and Other Loans (continued)

(b) Long-term bank and other loans are analysed as follows: (Continued)

The long term bank and other loans are repayable as follows:

2017 2016

RMB'000 RMB’000

Within one year or on demand 4,961,789 4,556,719
More than one year, but not exceeding two years 14,772,676 4,551,986
More than two years, but not exceeding five years 9,194,743 7,237,938
After five years 1,155,166 4,113,133
30,084,374 20,459,776

All of the long-term bank and other loans, including the non-current portion of long-term bank loans repayable on
demand, are carried at amortised cost and are not expected to be settled within one year.

Certain of the Group's banking facilities are subject to the fulfilment of covenants relating to the Group’s balance
sheet ratios, shareholdings of the Company or remaining listed in major stock exchange, as are commonly found in
lending arrangements with financial institutions. If the Group were to breach the covenants the drawn down facilities
would become payable on demand.

The Group regularly monitors its compliance with these covenants, the Group is up to date with the scheduled
repayments of the long-term bank loans and does not consider it probable that the banks will exercise their discretion
to demand repayment for so long as the Group continues to meet these requirements. At 31 December 2017 and
2016, none of the covenants relating to drawn down facilities had been breached.

Details of the Group’s management of liquidity risk are set out in Note 33(b).

31.Income Tax in the Consolidated Statement of Financial Position

(@) current tax liabilities in the consolidated statement of financial position represent:

2017 2016

RMB’000 RMB'000

At 1 January 250,039 183,344
Current tax (Note 11) 863,972 658,330
Income tax paid (634,843) (591,635)

At 31 December 479,168 250,039




149 China zhongwang Holdings Limited Annual Report 2017

Notes to the Financial Statements
(Expressed in RMB)

31.Income Tax in the Consolidated Statement of Financial Position continueq)

(b) Deferred tax assets/liabilities recognised:

(i) The components of deferred tax assets/liabilities recognised in the consolidated statement of financial position
and the movements during the year are as follows:

Net
movement
Depreciation Fair value in the
Impairment ~ Tax value allowances adjustments ~ fair value of
of property,  of losses Impairment  in excess of ~ Capitalisation PRC arising from available-for-
Deferred tax assets/(liabilities) plant and carried  Government oftrade  therelated of borrowing  withholding acquisition of - sale financial
arising from: equipment forward  subsidies  receivables depreciation costs tax  subsidiaries assets Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
At1January 2016 493 1% 19263 = (179.207) (367,250) (50,000 (3049%) = (549,629)
(Chargea)/credited to profitfor the
year (Note 11) (49 2357 19,000 4,005 (53123) (10353¢) = 1,308 = (113702)
Charged to other comprehensive
income (Note 12 - - - - - = = = (3 3
At 31 December 2016 = 80,663 34263 4,045 (222.30) (470,786) (50,000) (29,189) (34) (663,365)
At 1 January 2017 = 80,663 3263 4,045 (232330 (470,78¢) (50,000 (29.180) (34 (663,365)
Acquistion of subsidiaries - - - - - - - (67,198) - (67,19)
(Chargea)/credited to profit for the
year (Note 11) = (29134 64,679 1413 3999 = = 2500 = (533)
Charged to other comprehensive
income (Note 12 = = = = = = = = 3 gl
At31 December 2017 = 91,59 96942 948 ) (470,786) (50,000) (93,884) = (731,062

(ii) Reconciliation to the consolidated statement of financial position

2017 2016

RMB’'000 RMB’000

Net deferred tax assets recognised in the consolidated statement of

financial position 155,929 118,971
Net deferred tax liabilities recognised in the consolidated statement of
financial position (886,991) (782,336)
(731,062) (663,365)

(c) Deferred tax assets not recognised

At 31 December 2017, the Group had estimated unused tax losses of approximately RMB1,118,117,000 (2016:
RMB608,386,000) available for offset against future profits, deferred tax asset has not been recognised in respect
of the unused tax losses due to the unpredictability of future profit streams. The tax value of these losses carried
forward of approximately RMB36,946,000, RMB78,051,000, RMB112,761,000, RMB213,150,000 and RMB537,180,000
will expire in 2018, 2019, 2020, 2021 and 2022, respectively. The remaining tax losses do not expire under current tax
legislation.
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31.Income Tax in the Consolidated Statement of Financial Position continueq)

(d) Deferred tax liabilities not recognised

No deferred taxation has been provided for in the consolidated financial statements in respect of temporary
differences relating to the undistributed profits of a PRC subsidiary amounting to approximately RMB11,711,518,000
(2016: RMB13,473,051,000) as the Company controls the dividend policy of such subsidiary and it has been
determined that it is probable that these profits will not be distributed in the foreseeable future. At the end of the
reporting period, the Group had no other significant unprovided deferred taxation.

(e) Under the relevant tax rules and regulations of the PRC, withholding tax is imposed on dividends declared in respect
of profits earned by the PRC subsidiaries from 1 January 2008 onwards. Deferred taxation of RMB50,000,000 has been
provided for in the consolidated financial statements in respect of temporary difference arising from the withholding
tax on accumulated profits of a PRC subsidiary generated during the year ended 31 December 2008.

32.Capital, Reserves and Dividends

(a) Movements in components of equity

The reconciliation between the opening and closing balances of each component of the Group's consolidated equity
is set out in the consolidated statement of changes in equity. Details of the changes in the Company’s individual
components of equity between the beginning and the end of the year are set out below:

The Company

Share Share Share option Hedging Accumulated
capital premium reserve reserve losses Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

At 1 January 2016 605,397 10,139,457 91,174 2913 (991,173) 9,801,942
Changes in equity for 2016:

Profit for the year = = = = 356,461 356,461
Realised loss on cashflow hedges — — — 2,913 — 2913
Final dividends for the year 2015 — (364,360) — — — (364,360)
Interim dividends for the year 2016 — (678,425) — — — (678,425)
Recognition of share-based payment — — 202,108 — — 202,108

At 31 December 2016 and

1 January 2017 605,397 9,096,672 253,282 = (634,712) 9,320,639
Changes in equity for 2017:
Loss for the year — — — — (934,947) (934,947)
Final dividends for the year 2016 — (613,484) — — — (613,484)
Interim dividends for the year 2017 = (600,976) = = = (600,976)
Recognition of share-based payment — — 112,172 = = 112,172

At 31 December 2017 605,397 7,882,212 365,454 = (1,569,659) 7,283,404
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32.Capital, Reserves and Dividends (continued)

(b) Dividends
(i) Dividends payable to equity shareholders of the Company and holders of convertible preference shares:

2017 2016
RMB’000 RMB'000
Interim dividend declared and paid of HKDO0.10 per ordinary share and
convertible preference share (2016: HKD0.11) 600,976 678,425
Final dividend proposed after the end of the reporting period of HKDO.15
per ordinary share and convertible preference share (2016: HKD0.10) 853,639 626,631

The final dividend proposed after the end of the reporting period has not been recognised as a liability at the end
of the reporting period.

(ii) Dividends payable to equity shareholders of the Company and holders of convertible preference shares
attributable to the previous financial year, approved and paid during the year:

2017 2016
RMB’000 RMB'000
Final dividend in respect of the previous financial year, approved and
paid during the year, of HKD0.10 per ordinary share and convertible
preference share (2016: HKDO.06) 613,484 364,360
(c) Share capital
(i) Authorised and issued share capital
No. of shares Share capital
HKD’000 RMB’'000
Ordinary share of HKDO0.10 each:
Authorised:
At 1 January 2016, 1 January 2017 and
31 December 2017 20,000,000,000 2,000,000 N/A
Issued:
At 1 January 2016, 1 January 2017 and
31 December 2017 5,449,473,140 544,947 478,101
Convertible preference share of HKD0.10 each:
Authorised:
At 1 January 2016, 1 January 2017 and
31 December 2017 10,000,000,000 1,000,000 N/A
Issued:

At 1 January 2016, 1 January 2017 and
31 December 2017 1,619,125,180 161,913 127,296
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32.Capital, Reserves and Dividends (continued)
(c) Share capital (continued)

(i) Authorised and issued share capital (Continued)

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company. All ordinary shares rank equally with regard to the Company’s
residual assets.

The convertible preference shares are non-redeemable by the Company. The holders of the convertible
preference shares (“Convertible Preference Shareholders”) may request the Company to convert one convertible
preference share into one ordinary share from the date of allotment and issue of the convertible preference
shares. The conversion is subject to the condition that the Convertible Preference Shareholders shall not
exercise the conversion rights if upon the conversion, the percentage of the ordinary shares held by the public
would drop below the minimum public float requirements under the listing rules applicable to the Company.

The Convertible Preference Shareholders are entitled to participate pari passu in any dividends payable to
the holders of the ordinary shares on a pro rata as-if-converted basis. On return of capital on winding up or
otherwise, the assets of the Company available for distribution shall be applied towards repayment of an amount
equal to the aggregate of nominal amounts of the convertible preference shares, and the Convertible Preference
Shareholders shall not have preference to participate in any remaining assets.

The Convertible Preference Shareholders shall not be entitled to vote at general meetings of the Company unless
a resolution is to be proposed at a general meeting for winding-up the Company or a resolution is to be proposed
at a general meeting which if passed would vary, modify or abrogate the rights and privileges of the convertible
preference shares.

The convertible preference shares are not listed on the Stock Exchange.
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32.Capital, Reserves and Dividends (continued)

(d) Nature and purpose of reserves

(e)

0]

(ii)

(iii)

(iv)

surplus reserve

The Articles of Association of the subsidiaries of the Group established in the PRC (excluding Hong Kong) state
that they may make an appropriation of 10% of their profit for the year (prepared in accordance with Accounting
Standards for Business Enterprises (“ASBE") issued by the Ministry of Finance of the PRC) each year to the
surplus reserve until the balance reaches 50% of their paid-in capital. The surplus reserve shall only be used for
making good losses, capitalisation into paid-in capital and expansion of their production and operation.

Enterprise development fund

Pursuant to the PRC Company Law, Liaoning Zhongwang may make an allocation to the enterprise development
fund from its profit for the year (prepared in accordance with ASBE) at a rate determined by directors. The
enterprise development fund can be used for making good losses and capitalisation into paid-in capital. Both
the surplus reserve and the enterprise development fund form part of the shareholders’ equity but are non-
distributable other than in liquidation.

Other reserve

Other reserve mainly represents the capitalisation of accumulated profits of Liaoning Zhongwang into its paid-
in-capital. Pursuant to a resolution passed at the shareholder’s meeting dated 18 February 2009, accumulated
profits of approximately RMB506,849,000 and RMB 127,287,000 was capitalised into the paid-in-capital of Liaoning
Zhongwang for the years ended 31 December 2009 and 2008 respectively.

Special reserve

Special reserve arising from a corporate reorganisation in 2008 represents (i) the difference between the 40% of
the registered capital of Liaoning Zhongwang as well as the entire issued share capital of other subsidiaries and
the nominal value of the shares of the Company issued for the acquisition and (i) the consideration paid by a
subsidiary of the Company for acquiring 60% equity interest in Liaoning Zhongwang.

Capital management

The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation of the debt and equity balance. The capital structure
of the Group consists of debt, which includes bank and other loans and debentures (Notes 30 and 29) respectively,
perpetual capital instruments (Note 38) and equity attributable to equity shareholders of the Company, comprising
issued share capital, reserves and accumulated profits.

The Company'’s board of directors reviews the capital structure on a continuous basis. As part of this review, the
board of directors considers the cost of capital and the risks associated with each class of capital. The Group will
balance its overall capital structure through the issuance of new shares, dividend payment, raising of new debts or
repayment of existing debts.
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33.Financial Risk Management and Fair Values of Financial Instruments

Exposure to credit, liquidity, interest rate and currency risks arises in the normal course of the Group’s business. The
Group’s exposure to these risks and the financial risk management policies and practices used by the Group to manage
these risks are disclosed below:

(a) Credit risk

The Group’s maximum exposure to credit risk which will cause a financial l0ss to the Group due to failure to discharge
an obligation by counterparties is arising from the carrying amount of the respective recognised financial assets as
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 trade debtor at the end of
the reporting period to ensure that adequate impairment losses are made for irrecoverable amounts. In this regard,
the directors of the Company consider the Group's credit risk is significantly reduced.

The Group’s bank balances and cash are deposited with banks with either good reputation or with strong financial
backgrounds. In this regard, the directors of the Company consider the credit risk on liquid funds is limited.

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each bank and each
customer rather than the industry or country in which the banks or customers operate and therefore significant
concentrations of credit risk primarily arise when the Group has significant exposure to individual bank or customer.

During the year ended 31 December 2017, the Group had daily average bank balances and cash amounted to
RMB13,624,409,000 (2016: RMB13,947,484,000) deposited in Liaoyang Rural Commercial Bank, which represented
51% (2016: 66%) of the Group’s daily average balance of bank balances and cash. At 31 December 2017, Zhongwang
Huarong and Zhongwang Xinda, two of the Group'’s associates (Note 18), held 23.64% and 18.60% equity interests of
Liaoyang Rural Commercial Bank, respectively.

At 31 December 2017, 13% of the Group’s trade and bills receivables were due from the Group’s largest customer,
which is within the Aluminium Alloy Formwork segment (2016: 37% of the Group's trade and bills receivables were
due from the Group's largest customer, which is within the Deep-processed segment).

At 31 December 2017 and 2016, the Group did not provide any guarantees which would expose the Group to credit
risk.

Further quantitative disclosures in respect of the Group’s exposure to credit risk arising from trade and bills
receivables are set out in Note 21.
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33.Financial Risk Management and Fair Values of Financial Instruments (continued

(b) Liquidity risk
The Group’s liquidity position is monitored on a daily basis by the management and is reviewed monthly by the
directors of the Company. The following tables detail the Group’s remaining contractual maturity for its non-derivative
financial liabilities and derivative financial liabilities based on the agreed repayment terms. The tables have been
drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which the Group
can be required to pay. Specifically, bank loans with a repayment on demand clause are included in the earliest time
band regardless of the probability of the banks choosing to exercise their rights. The maturity dates for other financial
liabilities are based on the agreed repayment dates. The table includes both interest and principal cash flows. To the
extent that interest flows are at variable rate, the undiscounted amount is derived from interest rate at the end of the
reporting period.

For the bank loans subject to repayment on demand clauses which can be exercised at the bank’s sole discretion,
the analysis shows the cash outflow based on the contractual repayment schedule and, separately, the impact to the
timing of the cash outflows if the lender was to invoke its unconditional rights to call the loan with immediate effect.

Contractual and undiscounted cash flow

Weighted Within 1

Average year or Carrying
interestrate ondemand 1to2years 2to5years Over5 years Total amounts
% RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

At 31 December 2017

Non-interest bearing 19,652,464 17,501 - — 19,669,965 19,669,965
Bank and other loans 442 11,560,711 15,305,058 10,702,221 1,392,716 38,960,706 35,822,959
Debentures 4.22 1,516,050 251,250 7,002,500 - 8,769,800 7,700,000

32,729,225 15,573,809 17,704,721 1,392,716 67,400,471 63,192,924

At 31 December 2016

Non-interest bearing — 10,846,624 — — — 10,846,624 10,846,624
Bank and other loans 4.31 8,612,724 5,203,530 8,335,908 4,335,159 26,487,321 23,617,411
Debentures 4.27 1,001,280 1,576,330 8,474,310 = 11,051,920 9,400,000

20,460,628 6,779,860 16,810,218 4335159 48,385,865 43,864,035

The amounts included above for variable interest rate instruments for non-derivative financial liabilities and derivative
financial liabilities are subject to change if changes in variable interest rates differ to those estimates of interest rates
determined at the end of the reporting period.
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33.Financial Risk Management and Fair Values of Financial Instruments (continued)

(c) Interest rate risk

0]

(ii)

Interest rate profile

The following table details the interest rate profile of the Group’s borrowings at the end of the reporting period,
after taking into account the effect of interest rate swaps designated as cash flow hedging instruments:

2017 2016
Effective Effective

interest rate interest rate
% RMB’000 % RMB’000

Fixed rate borrowings:

Bank and other loans 0-5.50 17,269,098 2.65-5.01 5,019,052

Debentures 3.49-5.40 7,700,000 3.49-7.50 9,400,000
24,969,098 14,419,052

Variable rate borrowings:

Bank and other loans 0.42-6.53 18,553,861 2.17-5.18 18,598,359

Total borrowings 43,522,959 33,017,411

Fixed rate borrowings as a
percentage of total borrowings 57.4% 43.7%

Sensitivity analysis
The sensitivity analysis below has been determined based on the exposure to interest rates for variable-rate

borrowings at the end of the reporting period. The analysis is prepared assuming the borrowings outstanding at
the end of the reporting period were outstanding for the whole year.

A 50 basis points (2016: 50 basis points) increase or decrease in variable-rate bank borrowings represents
management’s assessment of the reasonably possible change in interest rates. If interest rate increases or
decreases by the aforesaid basis point, and all other variables were held constant, the Group’s profit before
tax for the year ended 31 December 2017 would decrease or increase by approximately RMB73,981,000 (2016:
RMB92,992,000).

The sensitivity analysis above indicates the instantaneous change in the Group’s profit before tax assuming that
the change in interest rates had occurred at the end of the respective reporting periods and had been applied to
re-measure those variable-rate borrowings held by the Group which expose the Group to cash flow interest rate
risk at the end of the respective reporting periods. The impact on the Group's profit before tax is estimated as
an annualised impact on interest expenses of such a change in interest rates. The analysis is performed on the
same basis for 2016.
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33.Financial Risk Management and Fair Values of Financial Instruments (continued)

(d) Currency risk

(i) Exposure to currency risk

The Group has certain receivables, payables, bank balances and bank loans denominated in foreign currencies,
which exposes the Group to foreign currency risk.

The Group has not entered into any forward contracts or derivatives to hedge against its foreign currency
exposure. However, the management of the Group will consider to hedge these balances should the need arises.

The carrying amount of the Group’s foreign currency denominated monetary assets and liabilities at the reporting
date is as follows. For presentation purposes, the amounts of the exposure are shown in RMB, translating using
the spot rate at the year end date. Differences resulting from the translation of the financial statements of foreign
operation into the Group's presentation currency are excluded.

Trade receivables

usb
EUR
GBP

Other receivables

usD

EUR

Bank balances
HKD

usD

EUR

Trade payables
usD

Other payables
HKD

usD

EUR

GBP

Bank loans
HKD

usD

EUR

2017 2016
RMB’'000 RMB’000
227,132 792,843
21,314 =
3,592 =
145,368 38,600
153 —

726 126,746
33,812 282,881
10,456 =
84 =
1,144,745 =
86,544 119,761
10,251 —
2,807 =
593,489 1,010,785
4,068,520 7,970,613




158 China Zhongwang Holdings Limited Annual Report 2017

Notes to the Financial Statements
(Expressed in RMB)

33.Financial Risk Management and Fair Values of Financial Instruments (continued
(d) Currency risk (continued)

(ii) Sensitivity analysis
The Group is mainly exposed to the change in HKD and USD exchange rates against RMB.

The sensitivity analysis assumes that the change in foreign exchange rates had been applied to remeasure
those financial instruments held by the Group which expose the Group to foreign currency risk at the end of the
reporting period, including inter-company payables and receivables within the Group which are denominated in
a currency other than the functional currencies of the lender or the borrower. The analysis excludes differences
that would result from the translation of the financial statements of foreign operations into the Group's
presentation currency. The sensitivity analysis is performed on the same basis for 2016.

Results of the analysis as presented in the following table represent an aggregation of the instantaneous effects
on each of the Group entities” profit before tax measured in the respective functional currencies, translated into
RMB at the exchange rate ruling at the end of the reporting period for presentation purposes. A positive number
below indicates an increase in profit before tax where RMB strengthen 5% (2016: 5%) against relevant foreign
currencies. For a 5% (2016: 5%) weakening of RMB against the relevant currency, there would be an equal and
opposite impact on the profit before tax.

2017 2016

Increase Increase

in profit in profit

before tax before tax

RMB’000 RMB'000

RMB against HKD impact 86,875 44,202
RMB against USD impact 156,200 348,803

In management’s opinion, the sensitivity analysis is unrepresentative of the inherent foreign exchange risk as the
year end exposure does not reflect the exposure during the year.
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33.Financial Risk Management and Fair Values of Financial Instruments (continued)

(e) Fair value measurement of financial instruments

0]

(ii)

Financial instruments carried at fair value
Fair value hierarchy

The following table presents the fair value of the Group'’s financial instruments measured at the end of the
reporting period on a recurring basis, categorised into the three-level fair value hierarchy as defined in IFRS 13,
Fair value measurement. The level into which a fair value measurement is classified is determined with reference
to the observability and significance of the inputs used in the valuation technique as follows:

Level 1 valuations: Fair value measured using only Level 1 inputs i.e. unadjusted quoted prices in active
markets for identical assets or liabilities at the measurement date.

Level 2 valuations: Fair value measured using Level 2 inputs i.e. observable inputs which fail to meet Level 1,
and not using significant unobservable inputs. Unobservable inputs are inputs for which
market data are not available.

Level 3 valuations: Fair value measured using significant unobservable inputs.

Fair value measurements Fair value measurements
Fair value at  as at 31 December 2017 Fair value at as at 31 December 2016

31 December categorised into 31 December categorised into
2017 Level 2 Level 3 2016 Level 2 Level 3
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Recurring fair value
measurements:
Assets:
Available-for-sale financial assets 2,882,968 2,882,968 — 266,981 266,981 —

During the years ended 31 December 2017 and 2016, there were no transfers between Level 1 and Level 2, or
transfers into or out of Level 3. The Group's policy is to recognise transfers between levels of fair value hierarchy as
at the end of the reporting period in which they occur.

The fair value of available-for-sale financial assets is determined by discounting the contractual future cash flows
using interest rates of bank deposits with similar duration.

Fair values of financial instruments carried at other than fair value

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

(a) Capital commitments

2017 2016
RMB'000 RMB’000

Capital commitments in respect of the acquisition of property, plant and
equipment contracted for 14,275,476 9,650,432

(b) Operating lease commitments

The Group as lessee

At 31 December 2017 and 2016, the Group had the following future minimum lease payments under non-cancellable
operating leases which fall due as follows:

2017 2016

RMB'000 RMB’000

Within 1 year 52,915 37,746
After 1 year but within 5 years 38,290 9,436
91,205 47,182

Operating lease payments represent rentals payable by the Group for its office premises. Leases are negotiated for an
average term of three years and rentals are fixed for an average of three years.

35.Retirement Benefit Plan

The employees of the subsidiaries operated in the PRC are members of a state-managed retirement benefits scheme
operated by the PRC government. The Group is required to contribute a specified percentage of its payroll costs to the
retirement benefits scheme to fund the benefits. The only obligation of the Group with respect to the retirement benefits
scheme is to make the specified contributions under the scheme.

The Group operates a Mandatory Provident Fund Scheme for all qualifying employees in Hong Kong. The assets of the
scheme are held separately from those of the Group, in funds under the control of trustees. The Group contributes each
month at the lesser of HKD1,500 or 5% of the relevant payroll costs to the scheme, which contribution is matched by
employees.

The Group participates Deutsche Rentenversicherung for all qualifying employees in Germany. The monthly contribution
amounts to 18.6% of the gross salary and is payable in equal parts by the employees and the Group. The monthly
contributions are calculated up to gross salary of EUR6,500.

The employees of the subsidiaries operated in Australia are members of superannuation arrangement required under
Australian law. The Group's contribution rate is currently 9.5% and it is compulsory for the Group to make these
contributions for their employees on top of the employees’ wages and salaries.

The amounts of contributions made by the Group in respect of the retirement benefit schemes during each of the years
ended 31 December 2017 and 2016 are disclosed in Note 9.



161 China Zhongwang Holdings Limited Annual Report 2017

Notes to the Financial Statements
(Expressed in RMB)

36.Material Related Party Transactions
The Group had the following significant related party transactions during the year:

(a) Key management personnel remuneration

The directors of the Company consider that the directors are the key management personnel of the Group, whose
remunerations have been disclosed in Note 10.

(b) Material related party transactions
Particulars of significant related party transactions during the years ended 31 December 2017 and 2016 are as

follows:
2017 2016
RMB’000 RMB'000
Provision of guarantees by related parties 2,538,617 2,719,051
A long-term loan obtained from a related party 11,083,129 —
Short-term deposits and cash and cash equivalents deposited in an associate — 340,670
Proceeds received from disposal of investments to associates 49,000 1,835,000
Sales of goods to an associate 218 7,781
Sales of goods to related parties 615 —
Dividend received from an associate 185 103,035

37.Share-based Payments

Pursuant to an ordinary resolution of the board of directors passed on 17 April 2008, a share option scheme (the “Scheme”)
was conditionally approved and adopted to provide grantees, including directors, senior management and consultants
of any member of the Group, with an opportunity to subscribe for the ordinary shares of the Company. The period within
which the options must be exercised shall be determined by the directors at the time of grant and such period must
expire no later than ten years from the date the offer has been made to the grantees. All outstanding options shall lapse
when the employment of the holder ceases or where the holder is no longer a member of the Group. On each of the five
consecutive anniversary of the grant date, a grantee shall be entitled to exercise his/her option to subscribe for up to 20%
of the total number of shares of the Company under his/her option during such period.

The maximum number of shares which may be issued upon exercise of all options to be granted under the Scheme or
any other share option schemes adopted by the Company shall not exceed ten percent of the shares in issue upon the
listing of the shares of the Company on the Stock Exchange (the Company may refresh this ten percent limit under certain
conditions) or thirty percent of the shares in issue from time to time where there are options to be granted and yet to
be exercised. The total number of shares issued and to be issued upon exercise of the options granted to each qualified
person under the Scheme or any other share option schemes adopted by the Company in any twelve month period must
not exceed one percent of the shares in issue. Any further grant of options which would result in the number of shares
exceeding one percent requires a shareholders’ approval with the relevant participant and its associates abstaining from
voting.



162 China Zhongwang Holdings Limited

Annual Report 2017

Notes to the Financial Statements
(Expressed in RMB)

37.Share-based Payments (continued)

(@) The terms and conditions of the grants are as follows:

Contractual
life of options

Number of

options

Vesting conditions

Options granted to directors:

— 0n 22 March 2011 2,340,000 One year after the date of grant 10 years
— 0n 22 March 2011 2,340,000 Two years after the date of grant 10 years
— 0n 22 March 2011 2,340,000 Three years after the date of grant 10 years
— 0on 22 March 2011 2,340,000 Four years after the date of grant 10 years
— 0on 22 March 2011 2,340,000 Five years after the date of grant 10 years
— 0on 6 January 2016 32,600,000 One year after the date of grant 10 years
— 0on 6 January 2016 32,600,000 Two years after the date of grant 10 years
— 0on 6 January 2016 32,600,000 Three years after the date of grant 10 years
— 0n 6 January 2016 32,600,000 Four years after the date of grant 10 years
— 0n 6 January 2016 32,600,000 Five years after the date of grant 10 years
Options granted to employees:

— 0n 22 March 2011 6,800,000 One year after the date of grant 10 years
— 0on 22 March 2011 6,800,000 Two years after the date of grant 10 years
— 0on 22 March 2011 6,800,000 Three years after the date of grant 10 years
— 0on 22 March 2011 6,800,000 Four years after the date of grant 10 years
— 0on 22 March 2011 6,800,000 Five years after the date of grant 10 years
— 0on 6 January 2016 57,400,000 One year after the date of grant 10 years
— 0on 6 January 2016 57,400,000 Two Yyears after the date of grant 10 years
— 0n 6 January 2016 57,400,000 Three years after the date of grant 10 years
— 0n 6 January 2016 57,400,000 Four years after the date of grant 10 years
— 0n 6 January 2016 57,400,000 Five years after the date of grant 10 years
Total share options granted 495,700,000

(b) The number and weighted average exercise prices of share options are as follows:

2017 2016
Weighted Weighted

average Number of average Number of

exercise price options exercise price options

Outstanding at the beginning of the year HKD3.93 493,400,000 HKD3.90 45,000,000
Exercised during the year — — — —
Forfeited during the year — — HKD3.90 (1,600,000)
Granted during the year — — HKD3.93 450,000,000
Outstanding at the end of the year HKD3.93 493,400,000 HKD3.93 493,400,000
Exercisable at the end of the year HKD3.92 133,400,000 HKD3.90 43,400,000

The options outstanding at 31 December 2017 had an exercise price of HKD3.90 or HKD3.93 (2016: HKD3.90 or
HKD3.93) and a weighted average remaining contractual life of 7.6 years (2016: 8.6 years).
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37.Share-based Payments (continued)

(c) Fair value of share options and assumptions

The fair value of services received in return for share options granted is measured by reference to the fair value of
share options granted. The estimate of the fair value of the share options granted is measured based on a binomial
lattice model. The contractual life of the share option is used as an input into this model. Expectations of early
exercise are incorporated into the binomial lattice model.

Granted on Granted on
Fair value of share options and assumptions 22 March 2011 6 January 2016
Fair value at measurement date HKDO0.97 HKD1.15
Share price HKD3.83 HKD3.92
Exercise price HKD3.90 HKD3.93
Expected volatility 53% 41.15%
Option life 10 years 10 years
Expected dividend yield 5.9% 4.98%
Risk-free interest rate 2.75% 1.49%

The expected volatility is based on the historic volatility (calculated based on the weighted average remaining life
of the share options), adjusted for any expected changes to future volatility based on publicly available information.
Expected dividends are based on historical dividends. Changes in the subjective input assumptions could materially
affect the fair value estimate.

Share options were granted under a service condition. This condition has not been taken into account in the grant
date fair value measurement of the services received. There were no market conditions associated with the share
option grants.

38.Perpetual Capital Instruments

(a) Perpetual note

On 25 October 2016, a subsidiary of the Company (the “Issuer”) issued perpetual note amounting to
RMB2,000,000,000. The perpetual note was issued at par value with initial interest rate of 4.50%. The perpetual note
was recorded as equity, after netting off related issuance costs of RMB6,000,000.

Interest of the perpetual note is recorded as distributions, which is paid annually in arrears on 27 October each
year (“Distribution Payment Date”) and may be deferred at the discretion of the Issuer unless any of the compulsory
distribution payment events (including distributions to ordinary shareholders of the Issuer or reduction of the
registered capital of the Issuer) has occurred.

The perpetual note has no fixed maturity date and is callable at the Issuer’s option on 27 October 2019 (“First Call
Date”) or any Distribution Payment Date falling after the First Call Date at their principal amounts together with any
accrued, unpaid or deferred distributions. The applicable interest rate will reset, on First Call Date and every three
years after the First Call Date, to the sum of the applicable benchmark interest rate, the initial spread and a premium.
The premium for First Call Date is 300 basis points per annum and will increase by 300 basis points every three years
after the First Call Date.

During the year ended 31 December 2017, profit attributable to the holders of perpetual note, based on the applicable
distribution rate, was RMB90,000,000 (2016: RMB16,027,000).
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38.Perpetual Capital Instruments (continued)

(b) Perpetual trust loans

On 1 December 2016 and 2 December 2016, a subsidiary of the Company (the “Borrower”) issued two tranches of
perpetual trust loans amounting to RMB2,000,000,000 respectively. These perpetual trust loans were issued at par
value with initial interest rate of 6.10% and 6.12% per annum, respectively.

Interest of the perpetual trust loans is recorded as distributions, which is paid quarterly in arrears on the 21st day in
the last month of each quarter and may be deferred at the discretion of the Borrower unless any of the compulsory
distribution payment events (including distributions to ordinary shareholders of the Borrower or reduction of the
registered capital of the Borrower) has occurred.

The interest rates for these two tranches of perpetual trust loans for the first three years commencing from the
borrowing date are fixed at 6.10% and 6.12% per annum, respectively. The applicable interest rate for these two
tranches of perpetual trust loans will be reset after the third year as following: 8.10% and 8.12% per annum for the
fourth year; 10.10% and 10.12% per annum for the fifth year; 12.10% and 12.12% per annum for the sixth year and
thereafter, respectively.

The perpetual trust loans have no fixed maturity date and the conditions of maturity include:
(@) the Borrower notifies in advance that the trust loan is matured,

(b) the shareholder of the Borrower decides to liquidate the Borrower;

(c) the Borrower is required to be liquidated by law or regulation.

The perpetual trust loans are repayable at the Borrower’s option at their principal amounts together with any accrued,
unpaid or deferred distributions.

During the year ended 31 December 2017, profit attributable to the holders of perpetual trust loans, based on the
applicable distribution rate, was RMB244,400,000 (2016: RMB19,753,000).

39.Business Combination

(@) Acquisition of Silver Yachts Ltd.

In October 2017, Hong Kong Zhongwang Investment Limited, an indirect wholly-owned subsidiary of the Company
acquired 200 ordinary shares of Silver Yachts Ltd. (“Silver Yachts”) from the independent third party with the
consideration of EUR40 million and further subscribed 200 ordinary shares newly issued by Silver Yachts with the
subscription price of EUR40 million. At the completion of the acquisition and the subscription, Hong Kong Zhongwang
Investment Limited holds 66.67% of equity interests in Silver Yachts. Silver Yachts and its subsidiaries are Australia-
based all-aluminium superyacht builder. The acquisition has been accounted for using acquisition method.
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39.Business Combination (continued)

(a) Acquisition of Silver Yachts Ltd. (continued)
Details of net assets acquired were as follows:

RMB’'000

Purchase consideration — cash paid 622,120
Fair value of net assets acquired (see below) (397,118)
Goodwill (Note 16) 225,002
Purchase consideration settled in cash (622,120)
Cash and cash equivalents acquired 299,761
Cash outflow on acquisition of subsidiaries (322,359)

Fair value of assets and liabilities arising from this acquisition were as follows:

Property, plant and equipment 11,009
Other intangible assets 275,267
Inventories 402,112
Trade and other receivables 5,579
Cash and cash equivalents 299,761
Other assets 23,329
Trade and other payables (93,266)
Other liabilities (328,144)
Net assets 595,647
Non-controlling interests (33.33%) (198,529)
Fair value of the net assets acquired 397,118

Goodwill comprised the acquired workforce and the value of expected synergies arising from the combination of the
acquired business with the existing operations of the Group.

The Group has elected to measure non-controlling interests in the acquisition at proportionate share of the acquiree’s
identifiable net assets.

The fair value of trade and other receivables at the date of acquisition amounted to RMB5,579,000. None of these
receivables have been impaired and it is expected that the full contractual amounts can be collected.

Since the acquisition date, Silver Yachts and its subsidiaries had contributed revenue of RMB30,639,000 and profit of
RMB1,151,000 to the Group. If the acquisition had occurred on 1 January 2017, the Group'’s revenue and profit for the
year would have been RMB19,606,063,000 and RMB3,881,252,000 respectively for the year ended 31 December 2017.
This pro forma information is for illustrative purposes only and is not necessarily an indication of revenue and results
of operations of the Group that actually would have been achieved had the acquisition been completed on 1 January
2017, nor is it intended to be a projection of future performance.
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39.Business Combination (continued)

(b) Acquisition of Aluminiumwerk Unna Beteiligungs GmbH (“AWU Bet")

In August 2017, Zhongwang Aluminium Deutschland GmbH, an indirect wholly-owned subsidiary of the Company
subscribed new shares of AWU Bet with subscription price of EUR54,865,180, together with the payment of
EUR2,605,000 to settle certain debts of the original shareholder of AWU Bet as a condition for completion. After
the subscription, Zzhongwang Aluminium Deutschland GmbH holds 98% equity interests in AWU Bet. Prior to the
subscription, AWU Bet holds 72.73% equity interests in Aluminiumwerk Unna AG. (“Alunna”). Zhongwang Aluminium
Deutschland GmbH also acquired 26.99% equity interests in Alunna with the consideration of EUR16,679,820 from
independent third parties. At the completion of subscription and acquisition, Zhongwang Aluminium Deutschland
GmbH effectively holds 98% equity interests in AWU Bet and 98.27% equity interests in Alunna. AWU Bet and its
subsidiaries are Germany-based aluminium products producers. The acquisition has been accounted for using
acquisition method.

Details of net assets acquired were as follows:

RMB’'000

Purchase consideration — cash paid 583,627
Fair value of net assets acquired (see below) (429,629)
Goodwill (Note 16) 153,998
Purchase consideration settled in cash (583,627)

Cash and cash equivalents acquired —

Cash outflow on acquisition of subsidiaries (583,627)

Fair value of assets and liabilities arising from this acquisition were as follows:

RMB’'000

Property, plant and equipment 402,895
Inventories 100,810
Trade and other receivables 190,862
Other assets 4,921
Bank borrowings (93,413)
Trade and other payables (73,418)
Other liabilities (95,469)
Net assets 437,188
Non-controlling interests (1.73%) (7,559)

Fair value of the net assets acquired 429,629
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39.Business Combination (continued)

(b) Acquisition of Aluminiumwerk Unna Beteiligungs GmbH (“AWU Bet") (Continued)

Goodwill comprised the acquired workforce and the value of expected synergies arising from the combination of the
acquired business with the existing operations of the Group.

The Group has elected to measure non-controlling interests in the acquisition at proportionate share of the acquiree’s
identifiable net assets.

The fair value of trade and other receivables at the date of acquisition amounted to RMB190,862,000. None of these
receivables have been impaired and it is expected that the full contractual amounts can be collected.

Since the acquisition date, AWU Bet and its subsidiaries have contributed revenue of RMB173,974,000 and profit of
RMB1,324,000 to the Group. If the acquisition had occurred on 1 January 2017, the Group'’s revenue and profit for the
year would have been RMB19,814,251,000 and RMB3,877,262,000 respectively for the year ended 31 December 2017.
This pro forma information is for illustrative purposes only and is not necessarily an indication of revenue and results
of operations of the Group that actually would have been achieved had the acquisition been completed on 1 January
2017, nor is it intended to be a projection of future performance.

40.Disposal of Subsidiary

In September 2017, the Group disposed of its subsidiary Daging Zhongwang Aluminium Company Limited* (K2 AT 352
BBR A R]). The net assets of Daging Zzhongwang Aluminium Company Limited at the date of disposal were as follows:

RMB’'000

Property, plant and equipment 567,519
Prepaid lease payments 1,361,054
Deposit for acquisition of property, plant and equipment and prepaid lease 192
Other receivables, deposits and prepayments 38
Cash and cash equivalents 252
Other payables and accrued charges (20,878)
Amounts due to subsidiaries (1,907,131)
Net assets disposed of 1,046
Loss on disposal of Daging Zzhongwang Aluminium Company Limited: 1,046
Satisfied by:

Cash —

Net cash outflow arising on disposal:
Cash consideration —
Cash and bank balances disposed of (252)

(252)
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40.Disposal of Subsidiary (continued)

In September 2017, the Group disposed of its subsidiary Zhongwang Aluminium Japan Corporation, which is engaged in
trading of aluminium products in Japan. The net assets of Zhongwang Aluminium Japan Corporation at the date of disposal
were as follows:

RMB’'000

Other receivables, deposits and prepayments 252
Cash and cash equivalents 11
Net assets disposed of 263
Loss on disposal of Zhongwang Aluminium Japan Corporation: 263
Satisfied by:

Cash —

Net cash outflow arising on disposal:
Cash consideration —
Cash and bank balances disposed of (11)

* The English translation of the name of the company is for reference only. The official name of the company is in Chinese.

41.Notes to Consolidated Statement of Cash Flows
Reconciliation of liabilities arising from financing activities:

Bank and Interest
other loans Debentures payables Total

(Note 30) (Note 29)
RMB’000 RMB’'000 RMB’'000 RMB’000

At 1 January 2017 23,617,411 9,400,000 249,654 33,267,065

Changes from financing cash flows:

Proceeds from new bank and other loans 20,431,975 — — 20,431,975
Repayment of bank and other loans (7,928,611) — — (7,928,611)
Repayment of debentures — (1,700,000) — (1,700,000)
Interest paid — — (1,654,596) (1,654,596)
Total changes from financing cash flows 12,503,364 (1,700,000) (1,654,596) 9,148,768
Other changes:
Exchange difference (391,229) — — (391,229)
Interest expenses (Note 8) — — 1,155,272 1,155,272
Capitalised interest expenses (Note 8) — — 436,507 436,507
Addition through acquisition of subsidiaries

(Note 39) 93,413 = = 93,413

At 31 December 2017 35,822,959 7,700,000 186,837 43,709,796
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42.Company-level Statement of Financial Position
Note 2017

RMB’000

Non-current assets

Interest in subsidiaries 16,623,661 17,615,378

Current assets
Other receivables, deposits and prepayments 917 11,694
Cash and cash equivalents 2,764 129,102
3,681 140,796

Current liabilities

Other payables and accrued charges 883,185 28,391
Amount due to subsidiaries 6,887,134 2,887,309
Bank loans 1,573,619 4,479,285
9,343,938 7,394,985
Net current liabilities (9,340,257) (7,254,189)
Total assets less current liabilities 7,283,404 10,361,189

Non-current liabilities

Bank loans — 1,040,550
NET ASSETS 7,283,404 9,320,639
CAPITAL AND RESERVES 32(a)

Share capital 605,397 605,397

Reserves 6,678,007 8,715,242
TOTAL EQUITY 7,283,404 9,320,639

On behalf of the directors

Lu Changging Chen Yan
Director Director
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43.Possible Impact of Amendments, New Standards and Interpretations Issued
But Not Yet Effective for the Year Ended 31 December 2017

Up to the date of issue of these financial statements, the IASB has issued a number of amendments and new standards
which are not yet effective for the year ended 31 December 2017 and which have not been adopted in these financial
statements. These include the following which may be relevant to the Group:

Annual Improvements to IFRSs 2014-2016 Cycle  Amendments to IFRS 1, First-time adoption of International Financial
Reporting Standards®

Annual Improvements to IFRSs 2014-2016 Cycle  Amendments to IAS 28, Investments in Associates and Joint Ventures'

Annual Improvements to IFRSs 2015-2017 Cycle  Amendments to IFRS 3, Business combinations?

Annual Improvements to IFRSs 2015-2017 Cycle  Amendments to IFRS 11, Joint Arrangement?

Annual Improvements to IFRSs 2015-2017 Cycle  Amendments to IAS 12, Income taxes?

Annual Improvements to IFRSs 2015-2017 Cycle  Amendments to IAS 23, Borrowing costs?

Amendments to IFRS 2 Classification and Measurement of Share-Based Payment Transactions'

IFRS 9 Financial Instruments’

IFRS 15 Revenue from Contracts with Customers’

Amendments to IFRS 15 Revenue from Contracts with Customers (Clarifications to IFRS 15)"

Amendments to IAS 40 Transfers of Investment Property’

IFRIC — Int 22 Foreign Currency Transactions and Advance Consideration’

Amendments to IFRS 9 Prepayment Features with Negative Compensation?

IFRS 16 Leases?

IFRS 17 Insurance Contracts®

IFRIC-Int 23 Uncertainty over Income Tax Treatments?

Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture*

Amendments to IAS 28 Long-term Interests in Associates and Joint Venture?

1 Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019

3 Effective for annual periods beginning on or after 1 January 2021

4 The amendments were originally intended to be effective for periods beginning on or after 1 January 2016. The effective date has now been deferred/removed. Early

application of the amendments continue to be permitted.

The directors anticipate that all of the pronouncements will be adopted in the Group’s accounting policy for the first period
beginning after the effective date of the pronouncement. The Group is in the process of making an assessment of what
the impact of these amendments and new standards is expected to be in the period of initial application. Information on
new or amended IFRSS that are expected to have an impact on the Group’s accounting policies is provided below.

IFRS 9 — Financial Instruments

IFRS 9 introduces new requirements for the classification and measurement of financial assets. Debt instruments that are
held within a business model whose objective is to hold assets in order to collect contractual cash flows (the business
model test) and that have contractual terms that give rise to cash flows that are solely payments of principal and interest
on the principal amount outstanding (the contractual cash flow characteristics test) are generally measured at amortised
cost. Debt instruments that meet the contractual cash flow characteristics test are measured at FVTOCI if the objective of
the entity’s business model is both to hold and collect the contractual cash flows and to sell the financial assets. Entities
may make an irrevocable election at initial recognition to measure equity instruments that are not held for trading at
FVTOCI. All other debt and equity instruments are measured at FVTPL.

IFRS 9 includes a new expected loss impairment model for all financial assets not measured at FVTPL replacing the
incurred loss model in IAS 39 and new general hedge accounting requirements to allow entities to better reflect their risk
management activities in financial statements.
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43.Possible Impact of Amendments, New Standards and Interpretations Issued
But Not Yet Effective for the Year Ended 31 December 2017 (continued)

IFRS 9 — Financial Instruments (Continued)

IFRS 9 carries forward the recognition, classification and measurement requirements for financial liabilities from IAS 39,
except for financial liabilities designated at FVTPL, where the amount of change in fair value attributable to change in
credit risk of the liability is recognised in other comprehensive income unless that would create or enlarge an accounting
mismatch. In addition, IFRS 9 retains the requirements in IAS 39 for derecognition of financial assets and financial liabilities.

IFRS 15 — Revenue from Contracts with customers

The new standard establishes a single revenue recognition framework. The core principle of the framework 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 and services. IFRS 15
supersedes existing revenue recognition guidance including IAS 18 Revenue, IAS 11 Construction Contracts and related
interpretations.

IFRS 15 requires the application of a 5 steps approach to revenue recognition:

e Step1: Identify the contract(s) with a customer

o Step2 Identify the performance obligations in the contract

e Step3: Determine the transaction price

o Step4: Allocate the transaction price to each performance obligation

e Stepb: Recognise revenue when each performance obligation is satisfied

IFRS 15 includes specific guidance on particular revenue related topics that may change the current approach taken under
IFRS. The standard also significantly enhances the qualitative and quantitative disclosures related to revenue.

Amendments IFRS 15 — Revenue from Contracts with Customers (Clarifications to IFRS 15)

The amendments to IFRS 15 included clarifications on identification of performance obligations; application of principal
versus agent; licenses of intellectual property; and transition requirements.

IFRS 16 — Leases

IFRS 16, which upon the effective date will supersede IAS 17 “Leases” and related interpretations, introduces a single
lessee accounting model and requires a lessee to recognise assets and liabilities for all leases with a term of more 12
months, unless the underlying asset is of low value. Specifically, under IFRS 16, a lessee is required to recognise a right-
of-use asset representing its right to use the underlying leased asset and a lease liability representing its obligation to
make lease payments. Accordingly, a lessee should recognise depreciation of the right-of use asset and interest on the
lease liability, and also classifies cash repayments of the lease liability into a principal portion and an interest portion and
presents them in the statement of cash flows. Also, the right-of-use asset and the lease liability are initially measured on a
present value basis. The measurement includes non-cancellable lease payments and also includes payments to be made
in optional periods if the lessee is reasonably certain to exercise an option to extend the lease, or to exercise an option
to terminate the lease. This accounting treatment is significantly different from the lessee accounting for leases that are
classified as operating leases under the predecessor standard, IAS 17.

In respect of the lessor accounting, IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17.
Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to account for those two
types of leases differently.
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Results
2017 2016 2015 2014 2013
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
Revenue 19,458,826 16,695,543 16,171,246 15,971,218 14,306,751
Profit for the year attributable to:
Equity shareholders of the Company 3,533,431 2,871,379 2,804,981 2,477,020 2,126,625
Non-controlling interests 364 — — — —
Holders of perpetual capital instruments 334,400 35,780 — — —

Assets and liabilities

2017 2016 2015 2014 2013

RMB’'000 RMB’000 RMB’000 RMB’000 RMB’000

Total assets 101,267,864 79,037,746 71,400,726 53,769,415 40,353,143
Total liabilities 64,578,232 45,027,844 45,409,728 29,440,823 20,714,251

Total equity attributable to:

Equity shareholders of the Company 30,487,891 28,015,902 25,990,998 24,328,592 19,638,892
Non-controlling interests 207,741 —
Holders of perpetual capital instruments 5,994,000 5,994,000 — — —
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