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FINANCIAL CALENDAR M HE®

Announcement of 2017 final results 23 March 2018 —E—t+F2F —E-N\F
EENE =A=-+=8

2018 AGM 8 June 2018 —T-N\FRE —E-N\F
BERE NANB

Announcement of 2018 interim results (tentative) August 2018 DME=E—N\FHEH —Z2-N\EN\A
¥E(8E)

Announcement of 2018 final results (tentative) March 2019 MMEZE-N\F2F —E-NE=A
¥E(8E)

ANNUAL GENERAL MEETING 2018 (“2018 AGM”) “E-N\EREBAFAE(=F-N\F

BRAFKE])
The 2018 AGM will be held on Friday, 8 June 2018. The notice of the 2018 ~ —ZE—N\EREFAFAEERN T \FEX

AGM, which constitutes part of the circular to shareholders of the Company ANB(EBR)BT - ZE-N\ERFAF

(the “Shareholders”), is sent together with this Annual Report to Shareholders. ~ KEBEHNEL AR ARF(RR ) HBE

This Annual Report, the circular to Shareholders, the notice of the 2018 AGM A ZBRNERAFRE —HFTETR

and the proxy form are also available on the Stock Exchange's website (http:// B o NFER - WEMBE - —E—\ERE

www.hkexnews.hk) and the Company's website (http://www.twrl | 15.net). BFFERERERRRZERBMEHRBR
FTA8 U5 (http:/Aww.hkexnews.hk) K2 78 72 B) 48 Uk
(http//www.twrl | [5.net) ©

Summary of 2017 price of the shares of the Company Summary of 2017 turnover of the shares of the Company

017EARRERORE—B 2017 AR RARBAR—B
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CLOSURE OF REGISTER OF MEMBERS

For determining Shareholders’ eligibility to attend and vote at the 2018 AGM:

Latest time to lodge transfer 4:00 p.m. on | June 2018

documents for registration

Closure of register of members 4 June 2018 to
8 June 2018

(both dates inclusive)

Record date 4 June 2018

JUNE 6 2018
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HONG KONG BRANCH SHARE REGISTRAR AND TRANSFER OFFICE

Union Registrars Limited

Suites 3301-04, 33/F.

Two Chinachem Exchange Square
338 King's Road

North Point, Hong Kong

Phone: +852 2849 3399

Fax: +852 2849 3319
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TIBET GLACIER
MINERAL WATER
CO., LTD.
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PREMIUM GLACIAL HIGH QUALITY
MINERAL WATER NATURAL DRINKING
25 a2k )| TR K WATER

EBEX ALK



TIBET TIANDI

GREEN BEVERAGE
DEVELOPMENT

CO. , LITD.
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PREMIUM TIBET STRATEGIC COOPERATION
HIGHLAND BARLEY BEER PRODUCT LHASA BEER
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TIBET WATER RESOURCES LTD. (THE “COMPANY")
THE BOARD (THE “BOARD”) OF DIRECTORS
(THE “DIRECTORS”) OF THE COMPANY

EXECUTIVE DIRECTORS

Mr. WANG Dong (Chief Executive Officer)
Mr. YUE Zhigiang

Mr. LIU Chen

Mr. WONG Hak Kun

Ms. HAN Linyou

NON-EXECUTIVE DIRECTOR
Ms. JIANG Xiaohong

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Jesper Bjoern MADSEN (Chairman)
Mr. LEE Conway Kong Wai
Mr. Kevin Cheng WEI

COMPANY SECRETARY
Mr. CHOW Wai Kit

AUTHORISED REPRESENTATIVES

Mr. CHOW Wai Kit
Mr. LIU Chen

INDEPENDENT EXTERNAL AUDITOR

PricewaterhouseCoopers
Certified Public Accountants

LEGAL ADVISORS

Kirkland & Ellis
Sit, Fung, Kwong & Shum Solicitors

INVESTOR RELATIONS CONSULTANT

Christensen China Limited

16/F., Methodist House,

36 Hennessy Road, Wanchai, Hong Kong
Phone: +852 2117 0861

Fax: +852 2117 0869
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REGISTERED OFFICE

Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman, KYI-1111

Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Umt 1611-12, 16th Floor, One Island South
2 Heung Yip Road, Wong Chuk Hang
Hong Kong

HONG KONG BRANCH SHARE REGISTRAR

Union Registrars Limited

Suites 3301-04, 33/F.

Two Chinachem Exchange Square
338 King's Road

North Point, Hong Kong

Phone: +852 2849 3399

Fax: +852 2849 3319

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman, KYI-1111

Cayman lIslands

WEBSITES TO ACCESS COMPANY INFORMATION*

http://www.twrl | 15.net
http://www.hkexnews.hk

STOCK CODE ON MAIN BOARD OF THE STOCK EXCHANGE OF

HONG KONG LIMITED (THE “STOCK EXCHANGE”)
[115

* contents of the websites do not form part of this Annual Report
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Cricket Square, Hutchins Drive
P.O. Box 2681, Grand Cayman, KYI-1111

Cayman Islands
BRBREBTEEELY

BB
EMEEE 2R
One Island South 161&1611-12%

BEEROBRIE
BABHFERERAR
s
REE3385
ERZI5HESLH
33123301-04 %
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TERDECREFE

Codan Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681, Grand Cayman, KYI-1111

Cayman Islands

ARENERAUL*
http://www.twr! | 15.net
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ON BEHALF OF THE COMPANY AND ITS SUBSIDIARIES (TOGETHER, AAERRELQTAREMB LR (5B
THE “GROUP”), | AM PLEASED TO PRESENT THE GROUP’S ANNUAL [AEB ) MAREBEE-FT—tF
REPORT FOR THE YEAR ENDED 3| DECEMBER 2017. T-A=T-—HULEFENFR -
FINANCIAL OVERVIEW 2017 2017 A E &
2017 was a year with both opportunities and challenges for the Group and with ~ ZE—+FHAEEM S SR BHEKH I T
mixed but overall satisfactory results in our various segments. Facing the very  KJ—%F ' HIS XKD BOEXETRBLRE
complex and volatile macroeconomic environment, the Group maintained focus SARE - BHERZENRERR K&
on strengthening our business platform on a national basis, providing top quality ~— EHEF FNEE2HELFARE  URM
water to our consumers through a strong product portfolio catering for all BANSTIERRINEREREAD TS
segments of the market throughout China and supplying our top-quality beers to ~ EMEHMAEEERESRENK - URE
consumers in Tibet Autonomous Region ("Tibet"). AEERR((ARMEEERERREN
WEE o

Overall our sales volume and revenue increased by 15% and 7% respectively — #BEEZREF - L ZZT—~F @ ZRMAEEM
versus 2016, however operating profit was almost unchanged versus 2016 and EEWRADRIERT 15%F7% * BREEH

profit after tax increased slightly compared to the previous year. For further — E#IFAE - WEFBR - FBA - BER
overview of the Group's financial performance, please see below. SRE-THMBRABMBRETX



SERVE THE BEST QUALITY PRODUCTS TO THE WORLD

During the reporting period, sales volume of our water products had a very
robust increase for both the premium “Tibet 5100 Glacial Spring Water" and
high quality “Gesang Spring” with a total volume increase of nearly 39% versus
2016, however this was not translated into an equivalent increase in profit largely
due to difference in product mix, reduced government grants and higher selling
expenses. However, the high-volume increase in sales reflected the success of

our strategy as described below.

Over the past few years, we have succeeded in establishing a nationwide
distribution platform for both our “Tibet 5100 Glacial Spring Water” and
“Gesang Spring” products. On top of this, our partners across the country
have further improved our high-quality distribution and management services,
allowing regional distributors to utilize their expertise and network, which in
turn enhanced the coverage and penetration rate of our products through both
online sales, giving us valuable consumer insights, and offline sales to traditional
and modern retail. The Group will work hard to modulate our strategy of online
and offline retail channels to increase our sales effort. These efforts have laid a

solid foundation for our growth both in 2017 and in the future.

The important institutional client base of our water business has also expanded
steadily. Through strategic cooperation with institutional client distributors,
our traditional bottled water and |2-Litres “5100 Family Soft Barrelled Water"
products have attracted more and more office users among institutional

customers, and we believe there is huge growth potential for both products.

In 2017, our products also achieved robust performances in the Hong Kong
market. Our Diamond Series “Tibet 5100 Glacial Spring Water” recorded steady
growth in both coverage in Hong Kong's well-known convenience stores and
supermarkets, and successfully established international branding image with
HK's international market status. While focusing on the sales performance,
we also continued to promote our marketing campaigns in 2017 highlighting
our characteristics of “Tibet Water Resources”. Our Diamond Series “Tibet
5100 Glacial Spring Water" has been sold in an increasing number at five-
stars international hotels chains, airports, cinemas and sports and entertainment
venues. We have also been working efficiently in reaching out to more target

customers through sponsorships in key conferences, forums and high-end sports

events, as well as on partnerships with leading airlines.
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In 2017,
company, Tibet Highland Natural Water Limited (“Highland Natural Water")

“Easy Joy * Zhuoma Spring” which is produced by our associated

and distributed in China Petroleum & Chemical Co., Ltd (“Sinopec”) gas stations,
maintained its growth momentum with a volume increase of 22% versus 2016.
While providing a stable investment return to the Group, such collaboration also
brought a high-quality distribution network and enhanced the Group's ability to

cooperate with large distribution chains.

Our beer business segment, where we are selling our premium “Green Barley

Beer” series and our strategic collaborative product “Lhasa Beer”, remained
stable in 2017 with a slight decrease in operating revenue and sales volume yet
its profit increased comparing with 2016 and generated healthy profit margins. At
the end of 2017, we acquired the remaining 35% equity interest in Tibet Tiandi
Green Beverage Development Co., Ltd., taking 100% control of the beer business
and laying a solid foundation for the Group to expand its beer business sales
through channels outside of Tibet. Now, our Green Barley Beer has entered the

Sinopec's system and will be sold throughout the country.

OUR SOCIAL RESPONSIBILITY

[t has always been a top priority for our Group to operate with due
consideration and respect to the pristine environment in which we are
manufacturing our products. We have established a “water protection zone" of
60 square kilometers around our water source, and we adhere to a strict quality
control system in every stage of our operation process, from water source
management, sourcing of raw materials and processing and packaging to storage

and delivery.

Moreover, in 2017, we also continued to support initiatives for the conservation
and protection of water sources and the environment in Tibet and participated
in a variety of “water conservation” and other charitable activities in Tibet,
such as establishing our “5100 Tibet Education Development Specialty Grant”.
Furthermore, we continued to support “The 6 River Run” campaign of the
“Run4Water" programme in 2017, which was initiated and run by Ms. Mina Guli,
founder of the nonprofit organization “Thirst” which initiate activities to promote

the saving of water in many countries.
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As a national enterprise with deep roots in Tibet, we are dedicated to
improving the well-being of the people in Tibet in terms of living standards
and cultural quality, and at the same time raise awareness of respecting the
pristine environment in which we operate. Our case of “industry targeted
poverty alleviation” was recorded in a book titled “Targeted Poverty Alleviation,
Chinese Solution” which was considered and referenced by China’s government
departments responsible for lifting poverty, in recognition of our efforts in
poverty alleviation. This marked another encouraging milestone for us after being
featured in the United Nations Development Programme (UNDP) “2016 China
National Human Development Report”. We remain committed to improving the
lives of people in Tibet, and we look forward to further promoting economic and

cultural development in the surrounding areas.

ON OUR PROSPECTS

Looking ahead in 2018 and beyond, we believe that there exists big potential
for growing our brands further. The global trend of moving towards organic and
more unique food products favor our product portfolio which is characterized
by the high quality and purity of our water and beer products. Leveraging on
this strong product platform, we will continue to pursue our segmentation
strategy and further develop and strengthen our distribution penetration through
established and new partnerships. Also, we will seek to further strengthen our
organization both qualitatively and quantitatively. We will continue to further
build and strengthen our brand image through a mix of marketing activities. So
far, our beer business's sale is focused entirely in Tibet. We believe our beer
products with their unique character and high quality have significant potential
if launched for sale on a national basis, a project which will become our priority
in 2018. Our Group also has potential to develop other beverage products with

“Tibetan characteristics” which we are looking further into.

On behalf of the Board, | would like to express our gratitude to our management
team and all our employees for their hard work and contribution to the Group
over the past year. | would also like to thank our shareholders, investors,
business partners and loyal customers for their support over the years. We look

forward to continuing our positive performance in the years to come.

Mr. Jesper Bjoern MADSEN

Chairman
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“E—tF =
Revenue (RMB million) WAANEBEET) 932 868 I 7%
Profit attributable to the owners RNAHEA AEEFE
of the Company (RMB million) (ANE¥BE&ET) 315 308 1 2%
Earnings per share BRAN
— Basic and diluted (RMB cents) - EXREE(ARED) 12.32 11.98 I 3%
Sales Volume (in tonnes) HES (W) 128,616 112,086 [ 15%
Gross profit margin ENES 59% 60% |1 % point
ERr
Average selling price per tonne T EHERE
(RMB'000) (AREFT) 6.4 7.0 | 9%
De »
2017 016
“E—tF
(RMB million) RMB 0 g
(AE®BEETR) REH #B
Total assets BERR 4,549 4818 | 6%
Equity attributable
to owners of the Company RABVHEA AELER 3,174 3,123 12%
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BUSINESS REVIEW

In 2017, we continued our endeavors in supplying high quality products and

premium services to our customers.

In 2017, the market continued to be characterized by strong competition and
a challenging economic environment, which had a general impact on premium
products. Nevertheless, the Group has continued to increase its total sales
volume and revenue in 2017 by 5% and 7%, respectively, in comparison with

2016, as a result of the continuing development of the water business.

Sales volume and revenue of our water products, including “Tibet 5100 Glacial
Spring Water” (“5100 Glacial Water") and “Gesang Spring” products, increased
by 39% and 18%, respectively, in comparison with last year, which was largely
due to deep penetration and distribution in the retail channels and increasing
sales to institutional clients covering more office sites. Our “Easy Joy ® Zhuoma
Spring” sold by our associate, Highland Natural Water, saw a continuing increase
in popularity at Easy Joy convenience stores at Sinopec gas stations throughout
China. The Group's share of post-tax profits of Highland Natural Water slightly

decreased by 3% from last year.
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mE M EmMEE RS -
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IR IEE) SR E RS L2 - BAFHAL -
AEBMEESRRAKBRBEFBHOR T
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MANAGEMENT DISCUSSION AND ANALYSIS

Our water products have been sold throughout the Mainland China and Hong
Kong, and retail distributors and institutional clients constituted our major
customer base. As at 31 December 2017, in Mainland China, the geographical
coverage of our water products in retail channels had covered more than 100
cities, and the sales outlets in offline retail channels, such as supermarkets,
convenience stores, cinemas, hotels, airports, restaurants, and health and

entertainment venues, had exceeded 15,000.

Due to the strong competition in the relatively limited market in Tibet, both
sales volume and revenue of our beer products slightly decreased by 6% in
comparison with last year; however the gross profit margin maintained the
same satisfactory level as last year. In 2017, our beer products were sold in
Tibet mainly through retail channels including supermarkets, convenience stores,
restaurants and entertainment outlets. The proportion of revenue of our beer
products within and outside Tibet to the total revenue of our beer products

remained at 98% and 2%, respectively.

FINANCIAL REVIEW
REVENUE

The total sales of the Group amounted to RMB932 million, representing an

increase of RMB64 million or 7% in comparison with 2016.

The revenue generated from our water business segment was RMB570 million,
representing an increase of 18% in comparison with 2016, contributed by the
increase of sales of water products and sales of bottle preforms and caps. Among
the water products, revenue of our “5100 Glacial Water” in 2017 increased by
14% in comparison with 2016; and revenue of our “Gesang Spring” products

increased by 47% in comparison with 2016.

The revenue generated from our beer business segment was RMB362 million,

representing a slight decrease of 6% in comparison with 2016.

SALES VOLUME

The total sales volume of the Group amounted to 128,616 tonnes (2016:
112,086 tonnes), and consisted of 71,990 tonnes (2016: 51,630 tonnes) from
our water products and 56,626 tonnes (2016: 60,456 tonnes) from our beer

products.
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The overall sales volume of our water products increased by 39% in comparison
with that of 2016; sales volume of our “5100 Glacial Water” in 2017 increased
by 34% in comparison with 2016; and sales volume of our “Gesang Spring”

products increased by 56% in comparison with 2016.

The sales volume of our beer products slightly decreased by 6% in comparison
with that of 2016.

AVERAGE SELLING PRICE

The average selling price fluctuated along with the change of our products
mix. The average selling price of our water products decreased by 16% from
RMB7,657 per tonne in 2016 to RMB6,463 per tonne in 2017. The average
selling price of our beer products remained stable from RMB6,346 per tonne in
2016 to RMB6,393 per tonne in 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

GROSS PROFIT MARGIN

The gross profit margin of the water business segment is 65%, in comparison
with 69% in 2016, and such decrease was mainly attributable to the change in
mix of the sales of products in the water business segment. The gross profit
margin of the beer business segment is 49%, which is same as in 2016. The
overall gross profit margin of the Group is 59%, and has remained stable in

comparison with 60% in 2016.

SELLING AND DISTRIBUTION EXPENSE AND ADMINISTRATIVE
EXPENSES

In 2017, the selling and distribution expense increased by 17% to RMBI20 million
from RMB103 million in 2016, mainly due to the increase in transportation costs
as the sales volume of the water products increased. The administrative expenses
increased by 8% from RMB79 million in 2016 to RMB85 million in 2017, in line

with the growth and development of the business.

OTHER NET GAINS

Other net gains mainly included government grants and gain on disposal of AFS.

The government grants decreased by 44% from RMB45 million in 2016 to
RMB25 million in 2017. Such fluctuation was caused mainly by the timing of the
approval of the grants by local government. As our main production processes
are carried out in Tibet, we enjoy relevant government grants from time to time.
The amount of grants we are entitled to receive from the government of Tibet is
mainly calculated with reference to our fiscal contribution to the local economic
development as a major tax payer and employer in Tibet. Grants from the
government are recognized where there is a reasonable assurance that they will
be received and the Group will comply with all associated conditions. According
to the latest policies implemented by the Tibet government, we received the

government grants in 2017 and will continue to receive them in future.

In 2017, the gain on disposal of AFS increased by approximately [00% from
RMBI10 million in 2016 to RMB20 million, as more available-for-sale structured

financial products were bought and disposed of in 2017.
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SHARE OF POST-TAX PROFITS OF ASSOCIATES

The share of post-tax profits of associates mainly included the share of post-
tax profit of Highland Natural Water whose ultimate controlling shareholder is
Sinopec. In 2017, the Group's 40% equity interests in Highland Natural Water
has generated a share of the post-tax profits of an associate at the amount of

RMB28 million, a slight decrease of 3% in comparison with 2016.

The sales volume and revenue in respect of Highland Natural Water in
2017 were approximately 221,394 tonnes and RMB461 million, respectively,
representing an increase of 22% and a slight decrease of 2%, respectively,
compared to those in 2016. Such fluctuations were results of the promotion in
terms of volume discount for the sales of “Easy Joy ® Zhuoma Spring” at Easy Joy

convenience stores at Sinopec gas stations throughout China.

FINANCE NET COSTS

In 2017, the Group incurred finance costs of RMB38 million and gained finance
income of RMB28 million. Compared to 2016, finance costs in 2017 decreased
by RMB2 million, mainly due to (i) the increase approximately of RMBI5 million
in interest costs on convertible bonds issued by the Company, and (i) the
increase of RMB2 million interest costs on borrowings from banks, which were
offset by (a) the decrease of RMBI | million in exchange loss, and (b) the one-off
fair value loss of RMB8 million relating to the convertible bond issued in 2016.
Finance income increased by RMB7 million mainly due to the increase in interest-

bearing loans to third parties.

INCOME TAX EXPENSE

The income tax expense decreased by RMBI million or 2% from RMB42 million
in 2016 to RMB41 million in 2017. The effective tax rate in 2017 and 2016 was
[0%.

PROFIT FOR THE YEAR

The profit for the year increased by RMB9 million or 2% from RMB359 million in
2016 to RMB368 million in 2017. The operating profit remained stable from last
year and the finance net cost decreased by RMB9 million, resulting the increase

in profit for the year.
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PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY

Profit attributable to owners of the Company increased by RMB7 million from
RMB308 million in 2016 to RMB315 million in 2017, which was in line with the

increase in profit for the year as described above.

FINANCIAL POSITION

As at 31 December 2017, net trade receivables of the Group amounted to
RMB235 million compared to RMBI94 million as at 31 December 2016. The
increase was mainly attributable to the loan receivable due from third parties of
RMB37 million. Up to 23 March 2018, RMB43 million had been further collected,
resulting in further reduction in our trade receivables.

The Group maintains regular contact with our major debtors through meetings
and telephone conversations to understand the status of their operations, their
continuing business needs and the ways in which the Group can improve its
services. During such meetings and conversations, the Group is not aware of any
material circumstances indicating any problem in recovering its trade receivables
from its major debtors. In 2017, the Group did not recognize any additional
provision for impairment loss of trade receivables (2016: provision of RMB2
million) and wrote off approximately RMB1.96 million provision recognised in
prior year (2016: nil).
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As at 31 December 2017, inventories of the Group amounted to RMB76 million
compared to RMB68 million as at 31 December 2016. The increase was mainly

attributable to an increase in raw materials inventories.

As at 3| December 2017, prepayments (including current and non-current)
of the Group decreased to RMBI87 million from RMB256 million as at 3|
December 2016. The decrease was mainly attributable to the decrease of
approximately RMB52 million of prepayment made for purchase of raw materials,
services and equipment and the decrease of RMBI7 million of prepayment for

investment in a third party.

As at 31 December 2017, other receivables and other assets of the Group
amounted to RMBI75 million compared to RMB250 million as at 31 December
2016. Among other receivables, as at 3|1 December 2017, the amounts due from
third parties amounted to RMBI140 million, and up to 23 March 2018, all had
been further collected from the third parties, resulting in further reduction in our

other receivables.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2017, AFS (including current and non-current) of the Group
increased to RMB24| million compared to RMBI86 million as at 31 December
2016, which was mainly attributable to the acquisition of 0.48% equity interests

of a company.

As at 31 December 2017, cash and cash equivalents of the Group decreased
by RMB212 million, which was mainly attributable to the cash inflows from
operating activities of RMB482 million, cash inflows from investing activities
of RMB36 million, cash outflows for financing activities of RMB711 million and
exchange loss of RMBI9 million. The cash inflows from investing activities of
RMB36 million in 2017 mainly included the net cash inflows for amounts received
from and paid to third parties and a related party of RMB32 million, the net cash
inflows from loan and repayments of loans granted to third parties approximately
of RMB31 million, offset by the purchase of PP&E of RMBI8 million and the
net cash outflows for purchases and disposal of AFS approximately of RMB9
million. The cash outflows for financing activities of RMB711 million in 2017
mainly included net cash outflows for bank borrowings of RMB228 million and
payment of interest for convertible bond of RMB27 million, payments for shares
purchased for the share award scheme of RMBI59 million, and the cash outflows

for transaction with non-controlling interests of RMB297 million.

As at 31 December 2017, trade payables of the Group amounted to RMB93
million compared to RMB78 million as at 3| December 2016. The increase was

mainly attributable to the effective management of trade payables.

As at 31 December 2017, the current portion of deferred revenue and advances
received from customers of the Group amounted to RMB27 million compared to
RMBI5 million as at 31 December 2016. Deferred revenue of unredeemed but
effective Water Cards increased approximately by RMB5 million and advances
received from customers increased by RMB7 million, mainly leading to an overall
increase in the total amount of the current portion of deferred revenue and

advances received from customers.
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As at 31 December 2017, accrual and other payables of the Group increased by
RMB269 million, which was mainly attributable to the increase in payables for
investing in a subsidiary of RMB239 million, salary payables and welfare payables
of RMB3 million, increase in payables for value added tax and other taxes of
RMBI5 million, the increase in accrued operating expense of RMB7 million, and

the increase in other payables to third parties of RMB5 million.

As at 31 December 2017, the bank borrowings (including current and non-
current) of the Group decreased by RMB2I5 million, which was mainly
attributable to bank borrowings received which principal amounted to RMBI186
million and repayment of bank borrowings which principal amounted to RMB40|
million in 2017.

EMPLOYEES

As at 31 December 2017, the total number of employees of the Group was
approximately 452 compared to 439 as at 31 December 2016. Relevant staff
cost was RMB75 million in 2017, compared to RMB73 million in 2016. The
fluctuation in staff cost was mainly attributable to the improvement of business

and human resources structure during 2017.
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The Group’s remuneration policies are formulated according to the duty,
experience, ability and performance of individual employees and are reviewed
annually. In addition to basic salary, employees are entitled to other benefits
including social insurance contribution, employee provident fund schemes and

discretionary incentive.

GEARING RATIO

The gearing ratio is calculated as borrowings (including borrowings and
convertible bond) divided by total capital. The total capital is calculated as
“equity” as shown in the consolidated balance sheet plus borrowings (including
borrowings and convertible bond). As at 3| December 2017 and 31 December

2016, the gearing ratios of the Group were 21.38% and 24.01%, respectively.

SHARE-BASED PAYMENTS

On 16 December 2015, the Company granted share options to China
Distribution and Logistics Company Ltd. (“China Distribution”, an independent
customer). Under the agreement, China Distribution has the right to subscribe
up to 25,200,000 ordinary shares of the Company at a price of HKD3.00 per
share within 10 years from | January 2016, if certain performance conditions
are met by China Distribution during the vesting period from | January 2016 to
31 December 2018. If these options are exercised, the shares subscribed will
account for approximately 1% of the total number of ordinary shares of the
Company. As at 31 December 2017, the management assessed the possibility for
China Distribution to meet the vesting conditions within the three-year period
from | January 2016 and concluded that none of the vesting conditions could be
met within the three-year period. Accordingly, no reduction of revenue relating
to the sales incentive under the share option scheme was recorded during the
year ended 31 December 2017 (2016: nil).

MERGER AND ACQUISITION
The Group acquired 35% equity interests in Tiandi Green on 21 December 2017

at cost of RMB536 million (including the consideration and relevant transaction
costs of RMB2 million). Upon completion of the transaction, the Group held
100% equity interests of Tiandi Green and Tiandi Green became an indirect

wholly-owned subsidiary of the Company.
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SIGNIFICANT INVESTMENTS

In 2017, the Group invested RMB58 million in CRE, representing 0.48% of its
total equity. Furthermore, the Group acquired PP&E of approximately RMB42
million (2016: approximately RMBI18 million). Regarding the future development
and outlook of the Group, please refer to the section headed “Outlook” in the

“Management Discussion and Analysis” section.

CAPITAL COMMITMENTS

As at 3| December 2017, the Group committed to purchase PP&E of
approximately RMBI 17 million (31 December 2016: RMBI I3 million), and equity
investment of RMBI3 million (31 December 2016: RMB54 million). Regarding
the future development and outlook of the Group, please refer to the section

headed “Outlook” in this “Management Discussion and Analysis” section.

CHARGES

As at 3| December 2017, a bank loan with principal amount of RMB200 million
(31 December 2016: RMB200 million) of the Group was secured by its factory
plant with net book value of RMB68 million (31 December 2016: RMB72 million)
and land use rights with net book value of RMB29 million (31 December 2016:
RMB30 million); and a bank loan with principal amount of RMB66 million (31
December 2016: RMB66 million) of the Group was secured by its factory plant
with net book value of RMB33 million (31 December 2016: RMB35 million) and
land use rights with net book value of RMBI million (31 December 2016: RMBI|
million). As at 3|1 December 2017 and 31 December 2016, the convertible bond
was secured by the entire issued shares of Wealth Keeper Limited, a wholly-

owned subsidiary of the Group.
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CONTINGENT LIABILITIES

As at 31 December 2017, the Group did not have contingent liabilities (31
December 2016: RMB260 million).

FOREIGN EXCHANGE RISK

The Group adopts a conservative approach to cash management and risk control.
The Group mainly operates in the People’s Republic of China (“PRC") with most
of its business transactions denominated in RMB. However, the Group is exposed
to foreign exchange risk arising from its cash exchange transactions, which
are primarily denominated in HKD. To mitigate the impact of exchange rate
fluctuations, the Group continually assesses and monitors its exposure to foreign
exchange risk. During the year ended 31 December 2017, management did not
consider it necessary to enter into any hedging transactions in order to reduce
the exposure to foreign exchange risk, because the exposure, after netting off

the assets and liabilities subject to foreign exchange risk, is not significant.

VALUATION OF PROPERTIES

For the purpose of listing of the Company's shares on the Main Board of the
Stock Exchange on 30 June 2011, a valuation was conducted on the property
interests held by the Group. However, those property interests were still carried
at historical costs less accumulated depreciation and impairment, if any, on the

Group's consolidated financial statements.

With reference to the property valuation set out in Note 4 of Appendix
II-A of the Company's prospectus dated 20 June 2011, a revaluation surplus
of approximately RMB3,947,000 was identified in respect of the property
interests of the Group as at 31 March 201 1. If the property of the Group were
stated at that valuation, the depreciation charge per annum would increase by
approximately RMB130,000.

PRODUCTION CAPACITY

The annual water production capacity and annual beer production capacity
for the year ended 31 December 2017 were approximately 300,000 tonnes
and 200,000 tonnes, respectively (for the year ended 31 December 2016:
approximately 300,000 tonnes and 200,000 tonnes, respectively), and the
Group will assess the production capacity periodically and consider to increase

production capacity to meet the demands of future development.
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COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

The Group has adopted internal control measures to monitor the continuous
compliance with relevant laws and regulations such as the Companies Law of the
Cayman Islands, the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong, the “SFO"), the Rules Governing the Listing of Securities on the Stock
Exchange, (the “Listing Rules”) and other rules and regulations implemented in
relevant jurisdictions. Also, as the Group’s major subsidiaries are located in PRC,
relevant regulatory requirements on the Group include PRC government policies
and regulations towards the mineral water industry, PRC laws and regulations on
environmental protection, PRC laws on regulation of manufacture and sales of
general food products, PRC taxes, regulation of foreign currency exchange and
dividend distribution, and other relevant PRC laws and regulations. During the
financial year ended 31 December 2017, as far as the Board is aware, the Group
has complied in all material respects with the relevant laws and regulations that

have a significant impact on the business and operation of the Group.

The Group continues its commitment to comply with the relevant laws and

regulations.

ENVIRONMENTAL PROTECTION

In order to maintain the quality and safety of our products, we have established
a "water protection zone" of 60 square kilometers around our water source.
No human activities are allowed in the most restricted zone and the spring
source has been secured in a fully enclosed facility to prevent any potential

contamination.

Our production facility generates and/or discharges wastes including waste water,
plastics, papers or air pollutants during the production activities. We consider
the protection of the environment to be of utmost importance and have
implemented procedures for waste storage, handling and/or disposal. The Group
aims to minimise the impact of our activities on the environment and requires
our staff to follow the same principle. We adhere to the principles of low carbon
emission, waste and emission reduction, energy and cost saving and an overall

environmentally friendly approach in the way we operate.
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RELATIONSHIPS WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS. .

The Board believes in being people-oriented. The employees of th.e-Gt;oup
are one of the most important assets of the Group and their contribution and
support are highly valued. The Group ensures staff are reasonably remunerated
with regular reviews on compensations and benefits policies in accordance with
the industry benchmark as well as the individual performance of the employees.
Other fringe benefits, training, employee provident fund and share options, if
applicable, are provided by the Group to solicit/retain loyal employees with the
aim to form a professional and united staff and management team that can bring

the Group to higher levels of achievements.

The Group seeks to maintain good relationship with its customers. The Group
maintains an after-sales call center to serve the end customers of our products,
and the sales personnel make regular visits and/or phone calls to the regular
distributors and sales outlets in the market. If there is any complaint from
customers, it will be reported to the management and immediate remedial action
will be taken. Thereafter, the cause of such complaint will be studied, analysed

and evaluated, and recommendations will be made for future improvement.

The Group also seeks to maintain good relationship with its suppliers. During the
year, there was no dispute in debts or unsettled debts. In addition, whenever the
Group places orders, our suppliers are willing to accept our orders.

EEEN AR

HES  FFRHEFHZBE

EXERRAEEBRUARLS - AEEE
BRASEREENEEZ— HMINER
EXHZINGEER - AEBBRETAE
R YRETEZLEUREESBARRE
%@ﬁ%%&%ﬂﬁ%°$%§kMAM$

SMER S B BEATEE REKRE(NE
%ﬁ/ﬁ ERHMES  UBRREXLE

HEMETIREBREHBM  REASERGE
WWWE °

AEESKERBETPHRIER - A&

BRBEERRET L RERMANERR
mEP o HEABERFEI R AHETS
FBREHEA R HERH - WERRPERF -
Rl EEREEEE YW AR REERITE - Ut
& KNEEHHE - D kG BREFA
RE - WIRHRERZS -

ASENRSRAHERESRIFEE - F
A BEFHEERIREES - I BER
EITJEM’&WWV%ﬁﬂME&@J

+En

29

4




i

p

3

¥

30

i

MANAGEMENT DISCUSSION AND ANALYSIS
EZE = i R 77

PRINCIPAL RISKS AND UNCERTAINTIES

The Board is aware that the Group is exposed to various risks, including some
which are specific to the Group or the industry in which the Group operates as
well as others that are common to most businesses. The Board has established a
procedure to ensure that significant risks which may adversely affect the Group's
performance and ability to deliver on its strategies, as well as those which may
present positive opportunities, are identified, reported, monitored and managed

on a continuous basis.

I.  Risks relating to our industry

The Group could be affected by change in consumer preferences,
perception and spending patterns relating to bottled water and beer,
particularly premium bottled water and premium beer. The growth in
demand for bottled water products and beer products in the PRC has
been driven in part by the overall growth in the PRC economy and
disposable income of consumers. Any macroeconomic changes in the PRC
that adversely impact consumer consumption for the beverage products
could have a material adverse effect on our business and a decline in the
market share of our products.

The Group faces increasing competition from domestic and foreign
companies, which may affect our market share and profit margin. The
bottled water and beer industry in China is highly competitive, and we
expect competition to intensify. Our ability to compete is, to a significant
extent, dependent on our ability to distinguish our product from those
of our competitors by providing higher quality products and services
at reasonable prices that appeal to consumers’ tastes and preferences.
Some of our competitors may have longer operating histories, may have
substantially greater financial and other resources and may be better

established in certain markets.
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Risks relating to our Business

Our reliance on limited water source represents a risk to our business
if the mineral content and quality of the spring water from that source
are adversely affected due to changes in the surrounding geological
environment or contamination of the water source. In order to maintain
the quality and safety of our products, we have established a “water
protection zone” of 60 square kilometers around our water source and

also adhere to a strict quality control system over all our operations.

As a premium products provider, we rely heavily on the product’s brand
names and our reputation to generate sales. Any event that generates
negative publicity for us could have an adverse effect on the product’s
brand names and our reputation, which in turn would affect our ability to

market and sell our products.

Our water products are bottled at water sources in Tibet, and our
beer products are also manufactured in Tibet. Our business may be
interrupted or otherwise affected if relevant transportation is affected,
and thus resulting in negative impact on our ability to transport adequate
raw materials to our production facilities and the transportation of our
products from Tibet.

Financial risks

The Group's activities expose it to a variety of financial risks: market risk
(including currency risk, cash flow and fair value interest rate risk), credit
risk and liquidity risk. The Group’s overall risk management program
focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the Group's financial performance. Details are

set out in Note 3 to the consolidated financial statements.
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USE OF NET PROCEEDS FROM THE GLOBAL OFFERING

The shares of the Company were listed on the Main Board of the Stock Exchange
on 30 June 2011 with net proceeds from the global offering of approximately
HKD1,472 million (including proceeds from the exercise of over-allotment option
and after deducting underwriting commissions and related expenses). On 10
April 2013, the Company resolved to change the usage of the net proceeds from
the global offering. Please refer to the Company's announcement dated 10 April
2013 for details. The revised usage of the net proceeds has been allocated and

has been partially utilized in the following manner:

Revised usage

of net proceeds
EHRNAE
HAFEAR
HKD Million

e

B&ET

MRS ERELER

Expand our production capacity

REZRBENFERRFEAR
ARBBOR-E——FRNA=THEHX
FrERLE™ - REEHRBENREFRFE
ARI4NEAT(BRETERRELRERE
NGEBEHMAEMERER) R-_T—=
MA+H  ARARERBEREZREEME
FERE  FEFLHARAR T —=F
MA+THZAE - ERRBMEFIRFED
DEEA TR :

As at 31
December 2017
Utilized

net proceeds
R-ZB—+tF
+=—H=t+-—H
EEAN

Fri8 RIB R
HKDMillion

—

&5

As at 31
December 2017
Unutilized

net proceeds
R-F—tH
+=-A=+—H
RERH
FEREFE
HKD Million

——

B &8

by constructing additional BINEERBAEKR

facilities and purchasing additional HERN

production equipment 133 133 —
Expand our distribution network PR RIS SHAAE &

and toward promotional EERERD

activities 206 29 177
Mergers and acquisitions RERAMARMRE RS

that complement our existing B & oY EE

business 1,092 1,092 —
Working capital and other REEBER LEM—&

general corporate purpose TrERE 41 41 —

1,472 1,295 177

Up to 31 December 2017, the Group has utilized net proceeds amounting to
HKD133 million, HKD29 million, HKD 1,092 million and HKD4! million (i) for
expanding our production capacity; (i) for expanding our distribution network
and towards promotional activities; (iii) for mergers and acquisitions that
complement our existing business; and (iv) as working capital and for other
general corporate purposes, respectively. The remaining net proceeds were

deposited in reputable financial institutions.
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FINAL DIVIDEND REBE
No dividend has been declared by the Company in respect of 2017 (for the year ARAEEPRE-_FT—tFRE(BZE
ended 31 December 2016: nil). %—/—\¢+_H:+—E¢¢E THE) o
OUTLOOK RE
The Group will continue its diversification strategy on product portfolio, market- AEEBERKREES TICE MBI
oriented business strategy, internationalization strategy and further enhance  {EEV&L=Z & @ BIR{E BB AR (LR Liﬂ%ﬁi

strategic channel cooperation in future along with continuing brand development

through a range of marketing activities.

The Group will target to further develop the premium brand of “5100 Glacial
Water" and the high quality brand of "Gesang Spring” to expand market share
in both offline retail network and online e-commerce platforms through strong

retail distributors.

The Group's products have established a strong brand reputation with families
and office sites, and such markets were identified by the Group as potential
markets, into which the Group will devote more resources for further

development.

The Group has maintained and developed strategic partnerships to achieve
improvement in both sales and marketing. We will continue to cooperate
with more hotels, cinemas, airports and other premium outlets to present our
premium “Diamond Series” products. We will also continue to optimize allocated
resources with our strategic partners and to further increase our market share in

the airline beverage sector with our airline partners.
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Our strategic cooperation with Sinopec has demonstrated success that the
products of the Group's associate saw a continuing pickup in popularity at Easy
Joy convenience stores at Sinopec gas stations throughout China. We will further
explore opportunities with Sinopec and China National Petroleum Corporation

to expand our whole business.

The Group's products have penetrated Hong Kong market in recent two years
and we consider Hong Kong market a good example for us to explore more
opportunities to promote our products in overseas markets to meet our mission

to share Tibet high quality water with the world.

Up to 31 December 2017, our premium beer “Tibet Highland Barley Beer” and
our cooperation product “Lhasa Beer” were sold mainly in Tibet and the Group
plans to develop strategic partnerships in the near future to penetrate into

premium beer markets outside Tibet.

While continuing to implement the abovementioned strategies, the Group will
continue to look for products that reflect the Tibet characteristics of the Group
and new projects to develop beverage products with Chinese characteristics
for diversification of our business and products. Meanwhile, the Group has
assessed the production capacity periodically and currently has arranged to
increase the production capacity in the coming years to meet the demands of
future development, and the funding of such capital investments came from the

operating cash the Group has earned.

To reflect the Group's priority towards the numerous ongoing projects, the
Group will continue to give high priority to strengthen its human resources both

qualitatively and quantitatively.

The Group expects that it will continue to face strong competition and a
challenging economic environment, but will continue to focus on improving our

core business.
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PROFILE OF DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Mr. WANG Dong, aged 52, was appointed as executive director of the
Company on 29 May 2017 and further appointed as chief executive officer
of the Company on 18 August 2017. Mr. Wang graduated with a bachelor of
laws degree at Xinjiang University. He obtained a master degree in engineering
at Wuhan University and an EMBA degree at the South China University of
Technology.

Mr. Wang is qualified as a lawyer of the PRC since 1989, a senior economist
of the Industrial and Commercial Bank of China since 2001 and a practitioner
of the Asset Management Association of China since 2016. He also received
the “Qualification as an independent director of listed companies” from the
Shenzhen Stock Exchange in 2016.

From 1987 to 2012, Mr. Wang has worked in the human resources department,
information investigation department, supervision office, industrial credit
department, asset preservation department, legal affairs department, risk
management department and other departments of the provincial branch
office, as well as the case management department of the headquarters and
the regional branch office of Industrial and Commercial Bank of China Limited.
During the aforesaid period, he served as the department head of the case
management department of the headquarters, general manager of the legal
affairs department of the provincial branch office, general manager of the risk
management department of the provincial branch office, general manager of
the regional branch office, as well as the president of the regional urban finance
society and regional banking industry association. In August 2012, Mr. Wang
served as the head of the legal compliance department at the headquarters of
Guangdong Nanyue Bank and a member of the law committee of the Banking
Association of Guangdong. In September 2016, Mr. Wang was appointed as the
director and chief executive officer of Xinjiang Tianshan Industrial Investment

Fund Management Co., Ltd., which is a substantial shareholder of the Company.

Mr. YUE Zhiqiang, aged 53, is an executive Director of our Company and
was appointed to the Board on | March 201 1. Mr. Yue has over 30 years of
experience in mechanical engineering and manufacturing plant operation, and
is the general manager of our subsidiary company, Tibet Glacier Mineral Water
Co. Ltd. Mr. Yue studied at Shandong University of Technology (LUE T ¥ A &)
(now combined into Shandong University (ILIZRX£%)) in Machinery Production
and obtained a bachelor degree. Mr. Yue was appointed as the director of Tiandi
Green on 25 December 2012.
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Mr. LIU Chen, aged 34, is an executive Director and authorized representative
of our Company and was appointed to the Board on | March 2011|. Prior to
joining our Group, Mr. Liu gained experience in the areas of law and accounting.
Mr. Liu graduated from York University, Canada, with a bachelor of arts degree.
Mr. Liu also studied full-time at McMaster University, Canada, and obtained a
master degree in Business Administration. Mr. Liu also serves as a director of

certain subsidiary companies of the Group.

Mr. WONG Hak Kun, aged 62, is an executive Director of our Company and
was appointed to the Board on 8 December 2014. He worked for Carlsberg
Brewery prior to joining the Company. He was the Chairman of Carlsberg China
from September 2011 to March 2014. He served as the chief executive officer
of Carlsberg Greater China from March 2007 to September 2011, and as the
deputy managing director of Carlsberg China from January 2006 to February
2007. During the period between 2002 and 2006, in his capacity of business
development director of Carlsberg China, he led the merger and acquisition team
in expanding the company's production bases in the PRC. Mr. Wong has more
than 34 years of working experience in the fast-moving consumer goods industry,
of which more than 29 years were in the China beverage market. During the said
period, he held various senior management positions in top international beer

companies including Carlsberg and Bass Brewers.

Mr. Wong graduated from Hong Kong Baptist College (now Hong Kong Baptist
University) in 1978 with a Diploma in Business Management and received a
Master of Business Administration degree (full time) from Bath University, United
Kingdom in 2001.

Ms. HAN Linyou, aged 37, joined the Group as the assistant to the chief
executive officer and legal director of the Company in April 2013, and was
promoted as senior vice president in 2015. Ms. Han was appointed as executive
director of the Company on 29 May 2017 and further appointed as chairwoman
of the risk management committee of the Board on 18 August 2017. Ms. Han
currently also serves as a director of certain subsidiary companies of the Group
and the supervisor of Tibet Highland Natural Water Limited (Fafel = R AAKE

BR A A]), an associate of the Company.
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Ms. Han graduated from Peking University in 2002 with a bachelor degree in
laws. She obtained PRC Legal Professional Qualification Certificate in 2008.
Prior to joining the Group, Ms. Han worked at Jingtian & Gongcheng Attorneys
at Law from 2002 to 2013 and became a partner of the firm in 2009. Between
May 2008 and May 2009, she had seconded as a PRC legal consultant to Chiu &
Partners in Hong Kong. She also served as the PRC legal counsel for the Group's

initial public offering in 201 1.

Non-Executive Director

Ms. JIANG Xiaohong, aged 60, is a non-executive Director of our Company and
was appointed to the Board on | March 2011. Ms. Jiang is also the vice general
manager of our subsidiary company, Tibet Glacier Mineral Water Co. Ltd., and
is responsible for the operation, quality control, equipment and production site
management. She has over 30 years of experience in operational management.
She graduated from Xinjiang Vocational University (¥7i88 T AZ) with a
diploma in Economic Management, then from Jiangnan University (LFAZ)
(formerly known as Wuxi University of Light Industry (& T KE) with a
diploma of Brewery Engineering, and from Xinjiang University (3T58A2) with
diploma of Analytical Chemistry.

Independent Non-Executive Directors

Mr. Jesper Bjoern MADSEN, aged 64, joined our Group and was appointed as
an independent non-executive Director of our Company on | March 201 1. He
is the chairman of the nomination committee and also a member of the audit
committee and remuneration committee of our Company. Mr. Madsen was

appointed as chairman of the Board on 7 July 2015.
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Mr. Madsen worked with the Carlsberg A/S Group for over 22 years. He held
the positions as the vice president responsible for overseas investments and
markets, general manager and managing director of Carlsberg Brewery Hong
Kong Ltd and Chief Operating Officer of Carlsberg Asia Pte Ltd. Mr. Madsen
was the senior vice president of Carlsberg Breweries A/S with responsibility for
Asia, among other markets. Mr. Madsen was during his tenure as the said senior
president also a non-executive chairman, non-executive vice chairman or non-
executive director in a number of Carlsberg's subsidiaries in Asia. Mr. Madsen
obtained a master degree in Law from Copenhagen University, Denmark and

later studied Scottish/English Law at the University of Edinburgh, Scotland.

Mr. Madsen currently also serves as an independent non-executive director of
D&O Green Technologies Berhad (stock code: 7204) and Mega First Corporation
Berhad (stock code: 3069), both are companies listed on the Main Board of

Bursa Malaysia.

Mr. LEE Conway Kong Wai, aged 63, joined our Group and was appointed as
an independent non-executive Director of our Company on | March 201 1. He
is the chairman of the remuneration committee and also a member of the audit

committee and nomination committee of our Company.

Mr. Lee served as a partner of Ermnst & Young for many years and held key
leadership positions in the development of such firm in China. Mr. Lee is a
member of the Institute of Chartered Accountants in England and Wales,
the Chartered Accountants Australia and New Zealand, the Association of
Chartered Certified Accountants, the Hong Kong Institute of Certified Public
Accountants and the Macau Society of Certified Practising Accountants. Mr. Lee
received a Bachelor of Arts degree in Business Studies from Kingston University
(formerly known as Kingston Polytechnic) in London and further obtained his
postgraduate diploma in Business from Curtin University of Technology in

Australia.
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Mr. Lee currently serves as an independent non-executive director of the

following companies listed in Hong Kong and China:

Name of Listed Company

#
0

PROFILE OF DIRECTORS AND SENIOR MANAGEMENT r

Stock Code

BERSHEEEAE J,-”“

Place of Listing

..J
%

FRERREEZROHNEREMHE LS
MARMBYIFRITES T -

il NGECE

Chaowei Power Holdings Limited
HEENERER AR
China Rundong Auto Group Limited
(formerly known as China Greenland
Rundong Auto Group Limited)
PEERTEEEER LA
(A B BRI AEEBARAF)
China Modern Dairy Holdings Ltd.
RERABRERERER QA
GCL New Energy Holdings Limited
e RER AR
GOME Retail Holdings Limited (formerly known as
GOME Electrical Appliances Holding Limited)
EETEERERAT
(AEEI R ERERERAA)
Guotai Junan Securities Company Limited

EHRERIESFRNER DA

NVC Lighting Holding Limited
ELTRAZRER DA

West China Cement Limited
FEEEIORER AT

WH Group Limited
EMNERER AR

Yashili International Holdings Ltd
B MERZERAER AR

BRAP SR

951

1365

L1117

451

493

2611

601211

2222

2233

288

1230

L

Main Board of the Stock Exchange
BB ER
Main Board of the Stock Exchange

BB ER

Main Board of the Stock Exchange
BEB P ER
Main Board of the Stock Exchange
BEB P ER
Main Board of the Stock Exchange

BB ER

Main Board of the Stock Exchange
BEB R PTER

Shanghai Stock Exchange
LEBSFR S

Main Board of the Stock Exchange
BEB R PTER

Main Board of the Stock Exchange
BEB R PTER

Main Board of the Stock Exchange
BEBRPTER

Main Board of the Stock Exchange
BEBRPTER
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Mr. Kevin Cheng WEI, aged 50, joined our Group and was appointed as an
independent non-executive Director of our Company on | March 2011. He is
the chairman of the audit committee and also a member of the remuneration
committee, nomination committee and risk management committee of our

Company.

Mr. Wei is currently a managing partner of a corporate finance advisory firm. Mr.
Wei served as chief financial officer from December 2007 to September 2013 of
IFM Investments Limited which is a real estate services company headquartered
in Beijing. From 2006 to 2007, Mr. Wei served as the chief financial officer of a
Chinese solar company listed on Nasdag. From 1999 to 2005, Mr. Wei worked
in the internal audit and risk management functions with Asia Pacific regional
or global coverage for multinational companies including LG Philips Displays
International Ltd. (2003 to 2005) headquartered in Hong Kong. From 1991 to
1999, Mr. Wei worked with KPMG LLP and Deloitte Touche LLP in various audit
and consulting roles between United States of America and China. Mr. Wei
graduated from Central Washington University in 991, where he received his
bachelor's degree (cum laude) with a double major in accounting and business
administration. He is also a member of the American Institute of Certified Public

Accountant.

Mr. Wei currently also serves as an independent non-executive director of
Nexteer Automotive Group Limited (stock code: 1316), a company listed on
the Main Board of the Stock Exchange, and as an independent director of Alpha
Peak Leisure Inc, a company listed on the TSX Venture Exchange (TSX-V: AAP)

in Canada.

So far as the Company is aware, none of the Directors have any relationship
(including financial, business, family or other material/relevant relationship) with

each other.
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CORPORATE GOVERNANCE REPORT

The Board now presents this Corporate Governance Report in the Group's

annual report for the year under review.

CORPORATE GOVERNANCE PRACTICES

The Board is committed to achieving and maintaining high standards of corporate
governance practices to enhance Shareholders’ value and safeguard Shareholders'
interests. Accordingly, the Board has considered carefully the requirements of
the Corporate Governance Code (the “CG Code") set out in Appendix 14 of
the Listing Rules and as described below, has taken actions to further enhance

corporate transparency and accountability.

The Board believes good corporate governance is one of the critical factors for
achieving sustainable long-term success. The corporate governance principles
of the Company emphasize on the importance of a quality Board and its
accountability to Shareholders. The Board regularly reviews the corporate
governance practices to ensure compliance with the principles and code
provisions as set out from time to time in the CG Code and strive to maintain

the long-term healthy development of the Company.

In the opinion of the Directors, the Company had complied with the code
provisions set out in the CG Code throughout the year ended 3| December
2017.

BOARD OF DIRECTORS

Responsibilities

The Board leads and supervises the overall direction and development of the
Group's business and affairs, with the objective of enhancing Shareholders'
value including making and approving the Company's strategic implementation,
considering substantial investments, reviewing the Group's financial performance
and developing and reviewing the Group's policies and practices on corporate
governance. The Directors are responsible for, and has also delegated to the
chief executive officer the authority and responsibility to oversee the day-to-day
management and operation of the Group. In addition, the Board has established
four Board committees and has delegated to these Board committees various

responsibilities as set out in their respective terms of references.
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Board Composition and Diversity ExgdmNE

The Board currently comprises of nine Directors, comprising five executive EXeHRENEKE BRERANTE
Directors, one non-executive Director and three independent non-executive A RTESR-RBIUIENTE
Directors. The Board is collectively responsible for promoting the success of  F - BBETNTEEAEB L E £5g
the Company by directing and supervising the Group's affairs. The Board has a HABERBARRZKNER - ESCH
balance of appropriate skill, experience and diversity of perspectives to meet the ~ BASEBEBT 2 SEA B RLRM

requirements of the Group's business. LI B, -
Executive Directors HITES
Mr. WANG Dong (Chief Executive Officer) TREE(TTHAEZ)
Mr. YUE Zhigiang EEmtsE
Mr. LIU Chen BRTE
Mr. WONG Hak Kun IrHrt
Ms. HAN Linyou B L
Non-executive Director FHITES
Ms. JIANG Xiaohong ZEIT 2+
Independent Non-executive Directors BYFHTES
Mr. Jesper Bjoern MADSEN (Chairman) BREERE(FE)
Mr. LEE Conway Kong Wai FRERE
Mr. Kevin Cheng WEI BIRK St &
There are four Board committees in the Company. The table below provides the AARIEFERUMEAZEE - TREMRS
constituents of each of the committees. EEgNETELZE QR MEENEL -
Audit Remuneration Nomination Risk Management
Committee Committee Committee Committee
ENERR IHESS 24EEE EREEZESER
Mr. WANG Dong IREE — Member Member —
==t =
Mr. LIU Chen ARTE — — — Member
g8
Ms. HAN Linyou B L — — — Chairwoman
TE
Mr. Jesper Bjoern MADSEN BEEEE Member Member Chairman —
g8 = TE
Mr. LEE Conway Kong Wai FAREEE Member Chairman Member —
28 IE Z8
Mr. Kevin Cheng WE R E Chairman Member Member Member
ES: 28 28 28
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The list of Directors and their role and function is available at the Company's
and the Stock Exchange's websites. Their profiles are set out in the section
headed “Profile of Directors and Senior Management” which is in this Annual

Report on pages 35 to 40.

Following the resignation of Mr. Fu Lin as executive Director and Chief Executive
Officer on 18 August 2017 due to his other personal commitments, the
Company had nine Directors, of which three were independent non-executive
Directors, which is in compliance with the requirements under Rules 3.10A of
the Listing Rules.

The Board adopted a Board Diversity Policy in 2013 which sets out the approach
to diversify the Board. Under the Policy, the Nomination Committee reviews
and assesses Board composition on behalf of the Board and recommends
the appointment of a new Director when necessary. In designing the Board's
composition, the Nomination Committee considers a number of aspects,
including but not limited to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length of service. The
Nomination Committee will also consider factors based on the Group’s business
model and specific needs from time to time in determining the optimum

composition of the Board.

The profile of our Board members are as follows:

Designation
B

e es TRR R4
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PERERHE f‘

EERBERBEENBELBEATNARE R
BB S - HENBEHNAFRE
BEHEIEENSREEEEF]— -

ERMEERZT—tENATNBEEH
EEMEASKEBTATESRITRER
% EESANRES HP=RABIHE
HITEE WEKFE LMHRAIEII0AKH
HE °

EEgRN T =FRWNEFEL TR
) BRREBREESZ (O -
REZHER  REZBERREZSELN
AHEEREMAR  YEEREREATE
ENRME - AMAEFEARITE  REZ
BeERLZTERE  SRETRNE
Fie  XERBEER Bl BELR
EE - MBMRBEL - RREESNER
BEEAGNEBHRENFERFK - TEHF
HEFENREMES -

BMNWESERE[N !

Gender
ez

SRR RRRR

Non-executive Director Female | & &
enrrEs| B ol ¥ |
Indepandent Non-executive Directors | = & =
suraires 111
Age Length of Service to the Board
Fir HEESSFE

< fpfee
s PRee

Chairman and Chief Executive

Under the code provision A2.] of the CG Code, the roles of the chairman and
the chief executive officer should be separated and should not be performed by
the same individual. The roles of the Chairman and the Chief Executive of the
Company are separate and are assumed by Mr. Jesper Bjoern Madsen and Mr. Fu
Lin/Mr. Wang Dong, respectively. The Chairman’s primary responsibilities include
deciding on the meeting schedule and agenda, formulating Board policies, ensuring
Board effectiveness, promoting the Company and upholding the Company's
corporate governance standards. The Chief Executive has delegated authority from,
and is responsible to, the Board for managing the Group's business, including the

implementation of the strategies and initiatives adopted by the Board.

2 11 4
>5-10 years i T |i| i i *

>5-10%

IERITHAR
ELEERTAEALISFAEXT £ K
TREZNABEZ 2D RN ZAR—
BABTT - RABSERERITREE D 5l
BEEFRERMMEL EREERE - T
FEIBNRAEBRATERRER kHER
HEEEENREK  BREFSHA -
BARBRREARARAINEEERTEH 17
DESEEFERERREEEERY &
BRITE S S R B RS
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Operation of the Board

All the executive Directors are responsible for dealing with the business of the
Group in accordance with all applicable rules and regulations, including, but not
limited to, the Listing Rules. All Directors (including non-executive Director and
independent non-executive Directors) have been consulted on all major and

material matters of the Group.

The Board supervises the management of the business and affairs of the
Group, including convening Shareholders’ meetings, reporting their work in the
Shareholders’ meeting, implementing the Shareholders’ resolutions, determining
the Group's business plans and strategies, formulating the Group's annual budget
and final accounts, formulating proposals for dividend and bonus distribution,
and determining duties as conferred to it by the Articles of Association of the
Company. In discharging its responsibilities, the Board meets and communicates

regularly and acts in good faith, with due diligence and care.

The Board meets regularly to review financial statements, material investments
in new projects, dividend policy, major financings, treasury policies and changes
in accounting policies. All Directors have access to Board papers and related
materials which are provided in a timely manner. Directors have access to the
advice and services provided by the company secretary of the Company (the
"Company Secretary”) with a view to ensure that the procedures applicable to
Board meetings, and all applicable rules and regulations, are followed. Draft and
final versions of the minutes of Board meetings and Board committee meetings,
drafted in sufficient detail by the secretary of the meetings, would be circulated
to the Directors for their comments and record. Originals of such minutes, being
kept by the Company Secretary, are open for inspection at any time upon a

reasonable notice period given by any Director.

If a Director has a conflict of interest in a matter to be considered by the Board,
the matters of which the Board determines to be material, the relevant Director
will abstain from voting on the relevant Board resolution in which he/she or
any of his/her associates have a material interest and that he/she shall not be

counted in the quorum present at the Board meeting.
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Under the respective appointment letters, all the current non-executive Director
and independent non-executive Directors are appointed for a period of three
years from | March 2017 unless terminated in accordance with the terms of
the appointment letters. Their appointment may be terminated either by the
Company or by the Director by giving three months” written notice to the other
party. All the current non-executive Director and independent non-executive
Directors are subject to retirement by rotation and re-election at the coming
annual general meetings of the Company in accordance with the Articles of
Association of the Company. The Company has received from each independent
non-executive Director an annual confirmation of his independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers all of its independent

non-executive Directors independent.

At each annual general meeting, one-third of the Directors for the time being
(or if their number is not a multiple of three, then the number nearest to but
not less than one-third) 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.

The Board believes that the balance between executive and non-executive
Directors is reasonable and adequate to provide sufficient checks and balances
that safeguard the interests of the Shareholders and the Group. The non-
executive Directors provide the Group with diversified knowledge, expertise and
experience. Their views and participation in Board and committee meetings bring
independent judgement and advice on issues relating to the Group's strategies,
performance, conflicts of interest and management process, and ensure that the
interests of all Shareholders are taken into account. Two of the independent
non-executive Directors possess the appropriate professional accounting
qualifications or related financial management expertise, which exceeds the
requirements under the Listing Rules. The opinions raised by the independent
non-executive Directors in Board meetings facilitate the maintenance of good

corporate governance practices.

Directors’ Induction and Continuous Professional Development

On appointment to the Board, each newly appointed Director will receive a
comprehensive induction package and training provided by the Company's legal
advisor, covering business operations, policy and procedures of the Company as
well as the general, statutory and regulatory obligations of being a Director to
ensure that he/she is sufficiently aware of his/her responsibilities under the Listing

Rules and other relevant regulatory requirements.
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The Company updates Directors on the latest development regarding the Listing
Rules and other applicable regulatory requirements from time to time, to ensure
compliance and enhance their awareness of good corporate governance practices.
The Directors are regularly briefed on the amendments to or updates on the
relevant laws, rules and regulations. In addition, the Company and the Company
Secretary have been encouraging the Directors and other management to enroll
in a wide range of professional development courses and seminars relating to
the Listing Rules, Companies Ordinance/laws and corporate governance practices
organized by professional bodies, independent auditors and/or chambers in Hong
Kong so that they can continuously update and further improve their relevant

knowledge and skills.

From time to time, Directors are provided with written materials to develop
and refresh their professional skills. The Company Secretary also coordinates,
organises and arranges seminars on the latest development of applicable laws,
rules and regulations for the Directors to assist them in discharging their duties.
During the year, seminar materials, articles and updates relating to the latest
development of the Listing Rules and other applicable regulatory requirements
have been provided to Directors. An in-house seminar has been conducted by
our independent external legal advisor, Messrs. Kirkland & Ellis, covering the

topic of “Connected Transactions”.

In addition, all Directors are provided with monthly updates on the Group's
performance, position and prospects to enable the Board as a whole and each

Director to discharge their duties.
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According to the information provided by Directors and records maintained by REESRENERNARRFE 228k
the Company, the Directors have each received training with an emphasis on the ARELEERTIBARFETEER A
roles, functions and duties of a director of a listed company in compliance with T EERERAEXERERLITARIES
the requirement of the CG Code on continuous professional development during ZAE - BREkBEE -

the year:

Types of training
& I8

Executive Directors HITES

Mr. WANG Dong FTREE A B

Mr. YUE Zhigiang EEREAE A B

Mr. LIU Chen =i A B

Mr. WONG Hak Kun In#rst A B

Ms. HAN Linyou B L A B

Mr. FU Lin** (BEiF T A B

Non-executive Director FHTES

Ms. JIANG Xiaohong EET L+ A B

Independent Non-executive Directors BYEHTES

Mr. Jesper Bjoern MADSEN BEMExAE A B

Mr. LEE Conway Kong Wai FRERAE A B

Mr. Kevin Cheng WEI BIRC ST 4 A B

*t  resigned on 18 August 2017 o RIZE—EFNATN\HEE

A attending in-house training and/or seminars and/or conferences and/or forums A HERDENESEER SR

Epc]

B: reading seminar handouts, newspapers, journals, the Group's news, industry news and B: MEHSENY  HE - BT AEEHE
updates relating to the ongoing compliance obligations, corporate governance and other HCOTEEHNNEBEEESHET  bET
related topics, etc AR EAMBREREN SRS

Delegation by the Board EEEZK

There is a formal schedule of matters specifically reserved to the Board for ARAREHRE—ALIREFEER  JEE
its consideration and delegation. The Board has given clear directions to MBEEZeEFEATNES S BENS
management as to matters that must be approved by the Board before decisions B 25 e ABERERBERRAANA
can be made on behalf of the Company. {EHRTER] - PLEHERESTSHE -
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To assist the Board in the execution of its duties and to facilitate effective
management, certain functions of the Board have been delegated by the Board
to the Audit Committee (the "Audit Committee”), Nomination Committee (the
“Nomination Committee”) and Remuneration Committee (the “Remuneration
Committee”) of the Company which were established with written terms of
references in compliance with the Listing Rules. The adopted terms of references
comply with the code provisions as set out from time to time in Appendix 14 to
the Listing Rules. Furthermore, the Board have also set up a Risk Management
Committee (the “Risk Management Committee”) for the main purpose of
formulating policies and making recommendations to improve the Company's

internal control and risk management systems.

Each board committee is required to report to the Board on its decisions and
recommendations, where appropriate. Each board committee is also provided
with sufficient resources to discharge its duties and has access to independent
professional advice at the Company's expense according to the Company's

policy, if necessary.

Audit Committee
The Audit Committee meets at least twice per annum. Its key responsibilities

include:

a)  to make recommendation to the Board on the appointment, reappointment
and removal of the external auditor, to approve the remuneration and
terms of engagement of the external auditor, and where applicable, to
handle any questions relating to the resignation or dismissal of the external

auditor;

b)  to review and monitor the external auditor’s independence and objectivity
and the effectiveness of the audit process in accordance with applicable

standard;

c)  to monitor the integrity of financial statements of the Company and the
Company's annual report, interim report and related financial results (if
prepared for publication), and to review significant financial reporting

judgments contained in them; and

d)  to review the Company's financial control, internal control and risk

management system.
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All the three Audit Committee members are independent non-executive

Directors. The Chairman of the Audit Committee possesses the relevant financial

management expertise and experience. The committee members, together with

our external auditor, met three times during 2017 and discharged their principal

responsibilities by:

a)

reviewing the interim results and final results of the Group and the
relevant financial statements and reports and significant financial reporting
judgments contained in them prior to the approval by the Board and
reviewing the external auditor's report and findings relating to the work

that has been performed;

reviewing the external auditor's audit plan and terms of engagement for

the work performed;

reviewing the independence and objectivity of the external auditor, and

the non-audit service fee payable to the external auditor; and

reviewing the effectiveness of the internal control systems of the Group
including financial control, operational control, compliance control and risk

management.

Nomination Committee

[ts key responsibilities include:

2)

to review the structure, size, composition and diversity of the Board on a
regular basis and make recommendations to the Board on any proposed

changes;

to recommend to the Board on matters relating to selection, appointment

or reappointment of Directors and succession planning for Directors;

to ensure sufficient biographical details of the nominated candidates are
provided to the Board and Shareholders (when necessary) for them to

make decisions regarding selection of Board members; and

to assess the independence of the independent non-executive Directors.
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All Board appointment will be based on meritocracy and candidates will be
considered against objective criteria, having due regard to the benefits of
diversity of the Board. The Board has adopted a board diversity policy which
sets out the approach to achieve diversity of the Board. Accordingly, selection
of candidates to the Board will be based on a range of diversity perspectives,
including but not limited to gender, age, cultural and educational background,
professional experience and qualifications, skills, knowledge and length of service,
having due regard to the Company's own business model and specific needs
from time to time. Taking into account the Company's corporate strategy and
the mix of skills, knowledge, experience and diversity needed in the future,
the Nomination Committee is comfortable with the existing structure, size,

composition and diversity of the Board.

Two meetings have been held by the Nomination Committee during 2017 and

the following work has been satisfactorily concluded:

a)  reviewing the structure, size, composition and diversity of the Board;

b)  assessing the independence of the independent non-executive Directors;

c)  make recommendations to the Board on the appointment and re-

appointment of Directors; and

d)  ensure sufficient biographical details of nominated candidates are provided
to the Board to enable them to make a decision regarding selection of the

Board members.

Remuneration Committee

[ts key responsibilities include:

a)  to make recommendations to the Board on the Company's overall policy
and structure on remuneration of Directors and senior management and
on the establishment of a formal and transparent procedure for developing

such remuneration policy;

b)  review and approve compensation payable to executive Directors and
senior management for any loss of office or appointment to ensure
that such compensation is consistent with the contractual terms and is

otherwise fair and not excessive; and
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c)  to review and approve performance-based remuneration by reference to
the corporate goals and objectives resolved by the Board from time to

time.

During 2017, the Remuneration Committee has met three times and considered,
reviewed and made recommendations to the Board on the existing remuneration
package of all the Directors (including newly appointed Directors) and senior

management.

Risk Management Committee

Its key responsibilities include:

a)  to review and assess the effectiveness of the Company's risk management
systems, and propose changes thereto, to identify, measure, manage and/or

control risks;

b)  to discuss the risk management system with management to ensure
that management has performed its duty to maintain an effective risk

management system,

c)  to consider major investigation findings on risk management matters as
delegated by the Board or on its own initiative and management’s response

to these findings; and

d)  to formulate policies and make recommendations to improve the

Company's internal control and risk management systems.

During 2017, the Risk Management Committee has met twice to consider and
review the existing internal control system. Management's recommendations
on financial management and production function were discussed, considered
and adopted to improve the effectiveness of the internal control and risk

management systems.
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The composition of the Board and the Board members' respective attendance
in Board meetings, general meeting, the Audit Committee meetings, the
Nomination Committee meetings, the Remuneration Committee meetings and

the Risk Management Committee meetings during the year ended 31 December

2017 were as follows: mF :
No. of meetings attended/held
BHE BTEEUE
Risk
Management
General Audit  Nomination Remuneration ~Committee
Meeting Committee  Committee ~ Committee  EIREE
BRRAE BXKEEES REZES HFMESS £
Executive Directors HTES
Mr. WANG Dong* FREAE* 313 — — — /1 —
Mr. YUE Zhigiang EEREE 4/4 0/1 — — — —
Mr. LIU Chen AREE 4/4 0/ — — — 212
Mr. WONG Hak Kun Ir®xL 4/4 11 — — — —
Ms. HAN Linyou* B L+ 33 — — — — /1
Mr. FU Lin** 358 A 33 ol — 2 22 /1
Non-executive Director FHTES
Ms. JIANG Xiaohong EB L+ 4/4 0/1 — — — —
Independent Non-executive BUKHTES
Directors
Mr. Jesper Bjoern MADSEN EXEBEEE 414 I/1 3/3 2 3/3 —
Mr. LEE Conway Kong Wai FRELE 414 I/1 3/3 2 3/3 —
Mr. Kevin Cheng WEI RIBCE & 4/4 11 3/3 212 3/3 212
Average attendance rate FHHFEE 100% 50% 100% 100% 100% 100%
* appointed on 29 May 2017 and attendance record from then * RIB—AFRAATNERZERLFEEAL
B!
** resigned on 18 August 2017 and attendance record up to then O NZE—EFNATNBFERE R ES T

REBFE  ARAEREEH RSB IER
TEFRT-REBRITESLRENEE -
EEBFH  FLoaks - BIRLE - AH
TEREBIZTRERRAS -

During the year under review, the Chairman of the Company has held a meeting
with independent non-executive Directors without the presence of the executive
Directors. Due to business commitments, Mr. Yue Zhigiang, Mr. Liu Chen, Mr. Fu

Lin and Ms. Jiang Xiaohong were absent from the General Meeting.
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CORPORATE GOVERNANCE FUNCTION

The Board has undertaken and adopted the responsibility for performing the
corporate governance duties pursuant to the CG Code and is committed to
ensuring that an effective governance structure is in place to continuously review,
monitor and improve the corporate governance practices within the Group with

regard to the prevailing legal and regulatory requirements.

During the year, the Board has reviewed the policies and practices on the
Group's corporate governance, developed a code of conduct applicable to
the Directors and employees, monitored the Company's legal and regulatory
compliance, organised training and continuing professional development for
Directors and management and reviewed the Company's compliance with the
CG Code and the disclosures in this Annual Report.

This corporate governance report has been reviewed by the Board in discharge

of its corporate governance function.

INTERNAL CONTROL

The Board has overall responsibility for maintaining a sound and effective internal
control system of the Group. Our internal control system includes a well-
defined management structure with limits of authority which is designed for the
achievement of business objectives, safeguarding assets against unauthorized
use or disposition, ensuring proper maintenance of books and records for
the provision of reliable and timely financial information for internal use or
publication, and ensuring compliance with relevant legislations and regulations.
In addition, the Group has established risk management procedures to identify
and prioritise risks for the business to be addressed by management. During
the year ended 3| December 2017, the Board has supervised a review of the
effectiveness of the internal control system and is satisfied with the scope of
review and the effectiveness of the system.

The systems of internal control are designed to manage, rather than eliminate,
business risk; to help safeguard the Group's assets against fraud and other
irregularities; and to give reasonable, but not absolute, assurance against material
financial misstatement or loss. In addition, it should provide a basis for the
maintenance of proper and fair accounting records and assist in the compliance

with relevant rules and regulations.

During the year, the Board worked with the Audit Committee, the Risk
Management Committee and the independent external auditor to review all
material internal controls, including financial, operational and compliance control
and risk management function in respect of the effectiveness of the Group's
internal control system, adequacy of resources, qualifications and experience of
staff of the Company's accounting and financial reporting function, and is satisfied

that they were effective and in compliance with our policies.

CORPORATE GOVERNANCE REPORT
TEELHE

EERRAE
EZeRARBOREATARTERER
BE  UHNBRRETAEUNOELREE U
RERITAEREEER  HER &R
BRREREEANEEE AR -

FR EFCEHNAKEZERERBRR
EES - ZEESREBERZTASTA
ERARRZERNEERRER RES
MEBBLRHEINSEIRER AR
BARRETRERE R TR EAFHRA
2B

RETEEERRE

N
BIRWE

CEEGCDERMALE

;AR B 2
EXeNEBERBROIAERASENRENE
BONHEERG - AEENABETR
FEEEMAEAER D HOEIRRE - N
PEHEBHRE  REEEUERERE
HERHINE  BREERTFRE ML
REASERENTHERENBERRER
A% ARBRAAHEERIER © Ik
oh AREERYERERRFAREME
NARFEEBIBNEGRER HE-T
—tF+-A=t—-HULFE EFECE
BRa A RPEE R AR M A I B e aT MR &
BEMEFNRARIHE -

AEEERGEEEE(MARHER)EER
% DWEBRESBEERXRFSTER
WHEREARBHEBIBERGE TAEN
(BERZREM)RE - 15 HEBEFZ
B QTRERRMEN - BHETARMA
ROES

FN EFCCEERZBE  EREEZ
BeMBIUNERBMENMAEERNAI
EEEm(BEMER  EERAREHER)
FEBEERE EFETCEERREE
ETEN  RARARENBEZRT K
B ARARREFRPBERBRET T E
BRRE BIEBKRERZER  TEH
REFRLCEBRARE IR -

!

l'f"
e
"\l

53



o
.y

¥

CORPORATE GOVERNANCE REPORT
ERELHE

MANAGEMENT FUNCTION

The management team of the Company meets regularly to review and discuss
with the executive Directors on day-to-day operational matters, financial and
operating performance as well as to monitor and ensure that the management is

properly carrying out the directions and strategies pre-determined by the Board.

MODEL CODE FOR DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code") as set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding Directors’ securities

transactions.

Having made specific enquiries to all Directors, all Directors confirmed that they
have complied with the requirements set out in the Model Code for the year
ended 3| December 2017. Specific employees who are likely to be in possession
of unpublished inside information relating to the Group have been requested to
comply with the provisions of the Model Code. No incident of non-compliance

of specific employees has been noted by the Company.

FINANCIAL REPORTING

The Directors acknowledge their responsibilities for keeping proper accounting
books and records and overseeing the preparation of accounts for each financial
year/period which give a true and fair view of the state of affairs of the Company
and the Group as at the end of the financial year/period and the profit and loss
for the year/period. The Directors have adopted applicable International Financial
Reporting Standards in all material respects, selected appropriate accounting
policies and then applied them consistently, and have made judgments and
estimates that they believe to be fair and reasonable. The Directors use a going

concern basis in preparing the accounts unless it is not applicable.

The Board acknowledges that a clear, balanced and timely presentation of
financial information is crucial in maintaining the confidence of Shareholders in
the Company. Reasonable disclosure of the Company's financial position and
prospects are provided in the reports. Annual and interim results are published
within three and two months after the end of the relevant financial year/period,

respectively.

The statement of the external auditor of the Company about its reporting
responsibilities on the financial statements of the Group is set out in the section
headed “Independent Auditor's Report” on pages 72 to 78 of this Annual
Report.
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DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE AND INDEMNITY
PROVISION

The Company has arranged appropriate Directors’ and Officers’ Liability
Insurance for its Directors and officers covering the costs, losses, expenses and
liabilities arising from the performance of their duties. The insurance policy is
reviewed on an annual basis ensuring adequate covers on potential legal action
against its Directors and officers arising from the performance of their duties and
to comply with the requirement of the CG Code. During the year, no claim was

made against the Directors and officers of the Company.

Article 164(1) of the Company's Articles of Association provides that the
Directors or other officers of the Company shall be indemnified and secured
harmless out of the assets and profits of the Company against all actions, costs,
charges, losses, damages and expenses which they or any of them shall or may
incur or sustain by or by reason of any act done, concurred in or omitted in
or about the execution of their duty provided that the indemnity shall not be
extended to any matter in respect of any fraud or dishonesty which may be

attached to the relevant Director or officer of the Company.

SHAREHOLDER RELATIONS

The general meetings of the Company provide a forum for effective
communication with Shareholders. The Chairman of the Board and the Board
Committees, or in his absence, fellow Directors and other management members

will be made available to answer questions at the general meetings.

Extensive information about the Group's activities is provided in this Annual
Report, the interim report and circulars which are sent to Shareholders in
a timely manner and are made available on the Company's website (www.
twrl115.net). Our website serves as a communication platform where company
information including corporate profile, corporate governance materials,
announcements, circulars, business news and financial reports are made available
to the public. All Shareholders are encouraged to attend the annual general
meeting of the Company to understand the business of the Group from the

Directors and senior management in the general meeting.

The members of the Board will meet and communicate with Shareholders in
the coming 2018 AGM which will be held on Friday, 8 June 2018. The notice of
the 2018 AGM will be dispatched to all Shareholders not less than twenty clear
business days beforehand. At the 2018 AGM, the Chairman of the Board will
demand for a poll and the Company's Hong Kong branch share registrar will be

appointed as the scrutineer for the vote-taking.
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SHAREHOLDERS’ RIGHTS

Pursuant to the Company's Articles of Association, an extraordinary general
meeting shall be convened on the written requisition of any one or more
members of the Company deposited at the registered office specifying the
objects of the meeting and signed by such Shareholders, provided that such
Shareholders held at the date of deposit of the written requisition not less than
one tenth of the paid up capital of the Company as at the date of deposit which
carries the right of voting at general meetings of the Company. If the Directors
do not within twenty-one days from the date of deposit of the requisition duly
proceed to convene the meeting, the Shareholders themselves may convene the
general meeting in the same manner, as nearly as possible, as those meetings
which may be convened by the Directors, and all reasonable expenses incurred
by the Shareholders as a result of the failure of the Directors in convening the

said meeting shall be reimbursed to them by the Company.

There is no provision allowing Shareholders to move new resolutions at
general meetings under the Cayman Islands Companies Law or the Articles of
Association of the Company. Shareholders who wish to move a resolution may
request the Company to convene a general meeting following the procedures set
out in the preceding paragraph. As regards nomination of a person as a Director,

please refer to the procedures available on the website of the Company.

Shareholders may at any time send their enquiries and concerns to the Board by
mail in writing to the Company's principal place of business in Hong Kong at Unit
1611-12, 16th Floor, One Island South, 2 Heung Yip Road, Wong Chuk Hang,
Hong Kong.

CONSTITUTIONAL DOCUMENTS

During the year, there had been no change to the Company's constitutional

documents.
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COMPANY SECRETARY

Mr. Chow Wai Kit is a fellow member of the Hong Kong Institute of Chartered
Secretaries and was appointed on a full-time basis as the Company Secretary.
During the year ended 31 December 2017, Mr. Chow has taken not less than |5
hours of appropriate professional training to update his skills and knowledge as
required under Rule 3.29 of the Listing Rules. Mr. Chow reports to the Group
Chairman on Board governance matters and is responsible for ensuring that
Board policies and procedures are followed. All Board members have access to
his advice and services. He arranges the comprehensive and tailored induction
program for new Directors prior to their appointment and provides timely
updates to the Directors on relevant new legislation or regulatory requirements.
Director training has been organized on a regular basis by the Company

Secretary to assist Directors’ continuous professional development.

EXTERNAL AUDITOR

The Audit Committee is mandated to review and monitor the independence
of the external auditor to ensure objectivity and the effectiveness of the audit
process of the financial statements in accordance with applicable standards.
Members of the Audit Committee were of the view that the Company's external
auditor, PricewaterhouseCoopers, is independent and recommended to the
Board to re-appoint it as the Company's external auditor at the 2018 AGM. For
the year, the fees paid/payable to the Company's external auditor in respect of

audit and non-audit services provided to the Group are set out below:
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INVESTOR RELATIONS

To ensure investors have a better understanding of the Group, our management
is pro-active in its investor relations initiatives. Our executive Directors, our
Chief Financial Officer and the investor relations officers communicate with
research analysts and institutional investors on an on-going basis and meet
with research analysts/investors after our results announcements, attend major
investors' conferences and participate in non-deal roadshows to communicate

the Company's financial performance and business strategy.

During the vear, our executive Directors, our Chief Financial Officer and the
investor relations officers have met with a number of research analysts and

investors, attended conferences as well as non-deal roadshows as follows:

Month Event

At =S|

March/April 2017 Attended 5 post results non-deal roadshows/

Investors conference calls
HERGEERRHERS
REEMTEFESH LSS

—T—+%F=/MA

August/September 2017 Attended 3 post results non-deal roadshows/

Investors conference calls
HERHEEIRHERE
REEMNEFEER L3S

—“E—+ENNA

Other period of the year 2017  Attended nearly 20 analysts or investors

meetings and conferences/Conference calls
HEER 052K EE SR/ HTe
/R EEEE

—E - FEMBEE

Disclaimer

The contents of this section headed “Shareholders’ Rights” are for reference and disclosure
compliance purposes only. The information does not represent and should not be regarded as
legal or other professional advice from the Company to the Shareholders. Shareholders should
seek their own independent legal or other professional advice as to their rights as Shareholders.
The Company disclaims all liabilities and losses incurred by its Shareholders in reliance on any

contents of this section headed “Shareholders’ Rights”.
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Investor relations consultant
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Investor relations consultant

REZEBEBER

Investor relations consultant
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The Directors are delighted to present their report together with the audited
consolidated financial statements of the Group for the year ended 31 December
2017.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The activities of
its principal subsidiaries are set out in note | to the consolidated financial
statements on page 86 of this Annual Report. There were no significant changes

in the nature of the Group's principal activities during the financial year.

BUSINESS REVIEW

The business review of the Group for the year ended 3| December 2017
is set out in the sections headed “Chairman’s Statement” and “Management
Discussion & Analysis” on pages 8 to Il and pages 14 to 34 of this Annual
Report respectively. Description of the principal risks and uncertainties faced by
the Company are set out in the “Management Discussion & Analysis” section and
note 3 to the consolidated financial statements on page 30 to 3| and pages |14

to 123 of this Annual Report, respectively.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017 are set out
in the consolidated statement of profit or loss and consolidated statement of

comprehensive income on pages 81 to 82 of this Annual Report.

The Directors do not recommend the payment of a final dividend for the year
2017.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, the assets and liabilities of the Group for the last five

financial years is set out on page 200 of this Annual Report.

FIXED ASSETS

Details of the movements during the year in the land use rights and Property,
plant and equipment (“PP&E") of the Group are set out in notes 7 and 8 to the
consolidated financial statements respectively on pages 135 to 38 of this Annual
Report.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 20 to the

consolidated financial statements on page 159 of this Annual Report.
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BANK BORROWINGS RATERK
Details of bank borrowings as at 3| December 2017 are set out in note 28 to ARERZBE—+EF+ A=+ —BZRT

the consolidated financial statements on pages |72 to |75 of this Annual Report.

SHARE OPTION SCHEME
The Company has adopted the Share Option Scheme on 7 September 2012. The

purpose of the Share Option Scheme is to enable the Board, at its discretion, to
grant options to selected eligible participants to motivate them and to optimise

their performance and efficiency for the benefit of the Group.

The Board may, at its discretion, grant options pursuant to the Share Option
Scheme to Directors (including the independent non-executive Directors), the
Company's subsidiaries, employees of the Group and other persons the Board
considers have contributed or will contribute to the Group. In general, the
maximum number of shares in respect of which options may be granted under
the Share Option Scheme must not in aggregate exceed 0% of the issued
share capital of the Company, unless otherwise approved by the Shareholders
in general meeting and/or other requirements prescribed under the Listing
Rules. The maximum number of shares available in respect of which options
may be granted under the Share Option Scheme reduced to 231,689,300 shares
after the Company's grant of 25,200,000 share options on |6 December 2015,
The subscription price of a share in respect of a particular option shall be not
less than the highest of (a) the official closing price of the shares on the daily
quotation sheet of the Stock Exchange; (b) the average official closing price
of the shares on the daily quotation sheet of the Stock Exchange for the five
business days immediately preceding the date of grant; and (c) the nominal value
of a share. The Share Option Scheme shall remain effective within a period of 10

years from that date.

The Company granted 25,200,000 share options for the subscription of
25,200,000 shares of the Company to a distributor of the Group on 16
December 2015, representing 0.98% of the total number of shares of the
Company in issue as at the date of this Annual Report. The exercise price of the
options granted is HKD3.00 and the exercise period is ten years from the date

of the offer for the grant.
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The maximum number of shares issued and to be issued in respect of which
options may be granted under the Share Option Scheme to each eligible
participant in any |2-month period up to the date of grant shall not exceed 1%
of the shares in issue at the date of grant, unless with the prior approval from the
Company's Shareholders and with such participants and his associates abstaining
from voting. Options granted to any Director or substantial shareholder of the
Company, or any of their respective associates, shall be subject to the prior
approval of the independent non-executive Directors. Where any option granted
to a substantial shareholder or an independent non-executive Director, or any
of their respective associates, would result in the shares issued and to be issued
upon exercise of all options already granted and to be granted to such person
in the 12 month period, (i) representing in aggregate over 0.1% of the shares in
issue at the date of such grant; and (ii) having an aggregate value, based on the
closing price of the shares, in excess of HKD5 million, such grant of options shall
be subject to prior approval of the Company's Shareholders in general meeting

by way of poll.

An offer of a grant of an option under the Share Option Scheme shall remain
open for acceptance for 30 days from the date of grant. Upon acceptance of the
option, the grantee shall pay HKDI to the Company by way of consideration
for the grant. Options may be exercised in accordance with the terms of the
Share Option Scheme at any time from the date of grant until the expiry of ten
years from such date. The subscription price shall be determined by the Board
in its absolute discretion, and in any event shall be at least the highest of (i) the
closing price of the shares as stated in the daily quotation sheets of the Stock
Exchange on the date of grant, (ii) the average closing price of the shares as
stated in the daily quotation sheets of the Stock Exchange for the five business
days immediately preceding the date of grant, and (i) the nominal value of a
share. An option may be exercised in accordance with the terms of the Share
Option Scheme at any time after the date upon which the option is deemed to
be granted and accepted and prior to the expiry of ten years from that date.
The period during which an option may be exercised will be determined by the
Board in its absolute discretion, save that no option may be exercised more than
ten years after it has been granted. No option may be granted more than ten
years after the date of approval of the Share Option Scheme (ie. 7 September
2012). Subject to earlier termination by the Company in general meeting or by
the Board, the Share Option Scheme shall be valid and effective for a period of

ten years from the date of adoption.
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Movements during the year of the options granted under the Share Option

Scheme of the Company to the participants were as follows:

Number of share options

BRERE

Outstanding Outstanding as at
31 December
2017
R=ZF—+t#
+=ZA=t+-8
e RATE

as at
| January 2017

R-B—tHF
—HA—H
e RATHE

Granted during Exercised during

the year

FREH

the year

ERTE

25,200,000 25,200,000

Note:

The vesting of the share option is conditional, subject to the achievement of the prescribed
sales and performance targets by the grantee within three years commencing from | January
2016.

SHARE AWARD SCHEME

During the year, the Group adopted a share award scheme and purchased
60,626,000 shares (a total consideration of RMB158,868,000) of the Company
through Bank of Communications Trustee Limited. As at 3| December 2017,
no share has been granted by the Group to any parties under the share award

scheme.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's Articles of
Association or the Companies Law, Cap. 22 (law 3 of 1961, as consolidated and
revised) of the Cayman Islands, the Company's place of incorporation.

DISTRIBUTABLE RESERVES OF THE COMPANY

As at 31 December 2017, the accumulated loss of the Company amounted
to approximately RMB43 million (31 December 2016: retained earnings RMB5
million). As at 3| December 2017, the share premium of the Company,
amounted to approximately RMBI,207 million (31 December 2016: RMBI,207
million), is distributable to Shareholders subject to the solvency test and the
sanction of an ordinary resolution.
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PURCHASE, SALE OR REDEMPTION OF SHARES

For the year ended 31 December 2017, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any of the Company's shares.

DIRECTORS

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

were:

Executive Directors

Mr. WANG Dong (Chief Executive Officer)
(appointed on 29 May 2017 and further appointed as
Chief Executive Officer on 18 August 2017)

Mr. YUE Zhigiang

Mr. LIU Chen

Mr. WONG Hak Kun

Ms. HAN Linyou
(appointed on 29 May 2017)

Mr. Fu Lin (Chief Executive Officer)
(resigned on 18 August 2017)

Non-executive Director
Ms. JIANG Xiaohong

Independent Non-executive Directors
Mr. Jesper Bjoern MADSEN (Chairman)
Mr. LEE Conway Kong Wai

Mr. Kevin Cheng WEI

In accordance with the provision of the Company's Articles of Association, Mr.
WANG Dong, Mr. LIU Chen, Ms. HAN Linyou, Mr. Jesper Bjoern MADSEN and
Mr. LEE Conway Kong Wai shall retire at the forthcoming 2018 AGM and, being

eligible, offer themselves for re-election as Directors.

DIRECTORS’ PROFILES

The profiles of the Directors are set out on pages 35 to 40 of this Annual
Report.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming 2018 AGM has a
service contract which is not determinable by the Group within one year without

payment of compensation (other than statutory compensation).
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS IN SHARES

As at 31 December 2017, none of the Directors had or was deemed to have
any interest or short position in the shares, underlying shares or debentures of
the Company or its associated corporations (within the meaning of Part XV of
the SFO, which are required to be recorded in the register maintained by the
Company pursuant to Section 352 of the SFO or notified to the Company and
the Stock Exchange pursuant to the Model Code.

DISCLOSEABLE INTERESTS OF SHAREHOLDERS UNDER THE SECURITIES REFSRBERFBRRNETRER

AND FUTURES ORDINANCE &

RIE—tF+-A=+—0 " THALR
REESF LR GROIE 3B FRTAEAR
Al B R B AL M AC S AS 2 BB ) S AR RE
P REEEEIAR -

As at 3| December 2017, the following persons had an interest or short position
in the shares or underlying shares of the Company which were recorded in the

register required to be kept by the Company under Section 336 of the SFO:

Number of Approximate
Long/short Capacity/Nature shares/ percentage of
position of interest underlying shares shareholding
#R/ %R 5/ EENE Rt/ HERGNEE RESNEIL
Tianshan Industry Investment Limited Long position Beneficial owner 462,400,740 shares 18.00%
(Note I) Short position Beneficial owner 462,400,740 shares 18.00%
Tianshan Industry Investment Limited e EREAA 462,400,7408% i 17 18.00%
(&£ KRB ESBEAA 462,400,7408& AR 17 18.00%
Khorgos Tianshan No.| Industrial Long position Interest of controlled 462,400,740 shares 18.00%
Investment Fund Limited Partnership corporation
(Note 2) Short position Interest of controlled 462,400,740 shares 18.00%
corporation
ERRORL-REXRERS e RInEE S 462,400,740 B 17 18.00%
BREFEE (ME2) KR REnEE S 462,400,7408% B {5 18.00%
HEEMKRERRAA (Note 2) Long position Interest of controlled 462,400,740 shares 18.00%
corporation
Short position Interest of controlled 462,400,740 shares 18.00%
corporation
METRRARRLA (M) iHE RIEAENES 462,400,7408& AR 17 18.00%
KRB REAENES 462,400,740 i {5 18.00%
SERETRBERREARKANEEEE Long position Interest of controlled 462,400,740 shares 18.00%
EEEREZBEE (Note 2) corporation
Short position Interest of controlled 462,400,740 shares 18.00%
corporation
MERTRBE AR ARBNEEEE ) REAENES 462,400,740 B £ 18.00%
EEEEZEE (M2) KRB REAENES 462,400,7408& AR 17 18.00%
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MBRUEXREESERARAA
(Note 2)

HERELEREESEERRAT
(EYY

RERREERNABRAA (Note 3)

HELREBBROHARAR (H5E3)

HRESIREFRETARATF (Note 3)

FRESREERETERAA
(FH3E3)

Tibet Water Resources Limited (Note 4)
ARKERBERDE (ME4)

Maple Essence Investments Limited
(Note 5)
MEREAR AR (FHFES)

True Asset Holdings Limited (Note 6)

True Asset Holdings Limited (Ffi5E6)

Mr. WANG Peter Jian (also known as
Mr. WANG Jian Peter) (Note 6 & 7)
TEEE(ME6 & 7)

Tyee Capital Funds SPC—

Tyee Capital Tibet Fund SP (Note 8)
Tyee Capital Funds SPC—

Tyee Capital Tibet Fund SP (FfizE8)

Tyee Capital Funds SPC —

Tyee Capital China Fund SP (Note 9)
Tyee Capital Funds SPC—

Tyee Capital China Fund SP (Fff#£9)

Long/short
position
BE/ KR

Long position

Short position

S
twp i)

Long position

Short position

ot

i

Long position
Short position
1R

NN
/ﬁE

Long position
30

Long position

Long position

e

Capacity/Nature
of interest

5t/ EEME

Interest of controlled
corporation
Interest of controlled
corporation
REEB N ER
RELENER

Interest of controlled
corporation

Interest of controlled
corporation

Ry rENER

REEENER

Interest of controlled
corporation

XEEERER

XEEERER

Beneficial owner

ExBAA

Interest of controlled

corporation

RIEEE N

Interest of controlled

corporation
R LB MR

Interest of controlled

corporation

RIEEE N B

Investment manager

KB L

Investment manager

REKE

DIRECTORS’ REPORT

Number of
shares/

underlying shares

B/ HERGHEE

462,400,740 shares
462,400,740 shares

462,400, 7400 B 17
462,400,740 i 17

462,400,740 shares
462,400,740 shares

462,400,740 AR {7
462,400,740 M tn

462,400,740 shares
462,400,740 shares
462,400,740R% % {7
462,400,7400% I 1n

394,395,960 shares
394,395 960/% i% 17

394,395,960 shares

394,395 960/% A% {7

394,395,960 shares

394,395 960% A 17

394,395,960 shares

394,395 960% i% 17

145,714,285 shares

145,714,285 B B 1n

2,965,714 shares

2,965,7 | 4R AZ 15

"

Approximate
percentage of
shareholding

RESNED L

18.00%

18.00%

18.00%
18.00%

18.00%

18.00%

18.00%
18.00%

18.00%
18.00%
18.00%
18.00%

15.35%
15.35%

15.35%

15.35%

15.35%

15.35%

15.35%

15.35%

5.67%

5.67%

0.12%

0.12%
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Tyee Capital Funds SPC (Note 9)

Tyee Capital Funds SPC (F#7E9)

Tyee Capital Management (Cayman)
Limited (Note 9)

Tyee Capital Management (Cayman)
Limited (Fi#7E9)

Tyee Capital Group Limited (BVI)
(Note 9)

Tyee Capital Group Limited (BVI)
GES)

Tian Yee Capital Holdings Limited (BVI)
(Note 9)

Tian Yee Capital Holdings Limited (BVI)
(FEE9)

Li Jiaman (Note 10)

FEE(HE0)

Jiang Jun (Note 10)

g8 (HE10) iR RIEEEE NS
Notes: Bist
(I Tianshan Industry Investment Limited is 100% held by Khorgos Tianshan No.| Industrial 0]

Long/short
position

BR/ KR

Long position

Long position

e

Long position

e

Long position

Long position
e
e

Long position
30

Long position

Capacity/Nature
of interest

8t/ BiHE

Interest of controlled
corporation

R LE MR

Interest of controlled

corporation

S EEMER

Interest of controlled

corporation

R AE R

Interest of controlled
corporation
Beneficial interest

R LB MR
ERBEAA

Interest of controlled
corporation

R LB MR

Interest of controlled

corporation

Investment Fund Limited Partnership, which is in turn held as to 46.36% by #TiE& &l
RABRAR], which is in turn 100% held by ¥iB#ZHEABARBNFREEES
BEIEZEE. Tianshan Industry Investment Limited holds 462,400,740 shares in the

Company.

Number of Approximate

shares/ percentage of

shareholding

underlying shares

BB/ HERANEE RESLEIL
148,679,999 shares 5.79%
148,679,999 1% fz 1n 5.79%
148,679,999 shares 5.79%
148,679,999 % % 15 5.79%
148,679,999 shares 5.79%
148,679,999 % % 15 5.79%
148,679,999 shares 5.79%

15,095,000 shares 0.59%
148,679,999 1% fz1n 5.79%

15,095,0008% f% 13 0.59%
163,774,999 shares 6.38%
163,774,999 8% Bz 1n 6.38%
163,774,999 shares 6.38%
163,774,999 % i 15 6.38%

Tianshan Industry Investment Limited 3 E &
RERL—FEEREESERABLES
F100% ERRERIU-—FEEREES
EREECEXMNECAREBERAAR
F4636%  FMBLRMEABRAFANES
ERMEARARBAEEEELEEREZE
EHA100%
Limited$ 7 78 22 B]462,400, 7408 A £7) ©

Tianshan Industry Investment



Khorgos Tianshan No.| Industrial Investment Fund Limited Partnership holds 100%
equity interest in Tianshan Industry Investment Limited and is therefore deemed to
be interested in the 462,400,740 shares in the Company in which Tianshan Industry
Investment Limited is interested in. Khorgos Tianshan No.| Industrial Investment Fund
Limited Partnership is owned by ¥T58 & B1ZRE IR N A as to 46.36%. Therefore, X158
SRITEBR AT is deemed to be interested in 462,400,740 shares in the Company.
MEAETRERARBNEEEELEEIEZEE holds 46.36% equity interest
in Tianshan Industry Investment Limited through ¥TiB& Bl EBMR A A and Khorgos
Tianshan No.| Industrial Investment Fund Limited Partnership. Therefore, #TiB# &/
BRBRARBREREEELEEREEZEE is deemed to be interested in 462,400,740
shares in the Company held by Tianshan Industry Investment Limited. Khorgos Tianshan
No. | Industrial Investment Fund Limited Partnership is 0.66% held by and is accustomed
to act in accordance with the directions of #TEXILEXREESERAR A A, which
is therefore deemed to be interested in 462,400,740 shares in the Company held by

Tianshan Industry Investment Limited.

Khorgos Tianshan No.| Industrial Investment Fund Limited Partnership is owned by #&
RREBRIDAR R Fas to 33.11%. Therefore, BERREBIMDHR L Flis deemed
to be interested in 462,400,740 shares in the Company. FRESIRERRETHERL
Flholds 61.67% equity interest in BB RREBRNERAR. FRESRERBREM
BBRAFholds 33.11% equity interest in Khorgos Tianshan No. | Industrial Investment
Fund Limited Partnership through the control of B & 7= REE R (DB R 2 7. Therefore,
FRESHEBREEERADA] is deemed to be interested in 462,400,740 shares in
the Company.

Tibet Water Resources Limited is held as to 100% by Maple Essence Investments
Limited, which is in turn wholly-owned by True Asset Holdings Limited. Tibet Water
Resources Limited holds 394,395,960 shares in the Company.

Maple Essence Investments Limited holds 100% equity interest in Tibet Water Resources
Limited and is therefore deemed to be interested in the 394,395960 shares in the
Company in which Tibet Water Resources Limited is interested in. Maple Essence

Investments Limited is wholly-owned by True Asset Holdings Limited.

True Asset Holdings Limited holds 100% equity interest in Tibet Water Resources
Limited through Maple Essence Investments Limited. Therefore, True Asset Holdings

Limited is deemed to be interested in 394,395,960 shares in the Company.
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True Asset Holdings Limited is wholly-owned by Mr. WANG Peter Jian. Therefore, Mr.
WANG Peter Jian is deemed to be interested in 394,395,960 shares in the Company
in which Tibet Water Resources Limited is interested. For the purpose of the SFO, the
spouse of Mr. WANG Peter Jian is taken to have a duty of disclosure in relation to the
said 394,395,960 shares. The interest disclosed by the spouse of Mr. WANG Peter Jian
is that of Mr. WANG Peter Jian which is deemed to be attributed to her pursuant to
the SFO for disclosure purposes. Nevertheless, she has no interest, legal or beneficial, in

those shares.

Tyee Capital Funds SPC — Tyee Capital Tibet Fund SP holds the 6% convertible bonds
with a principal amount of HK$510,000,000 due in 2019. Upon full exercise of the
conversion rights, Tyee Capital Funds SPC — Tyee Capital Tibet Fund SP will hold
145,714,285 shares in the Company.

Tian Yee Capital Holdings Limited (BVI) controls 95% equity interest in Tyee Capital
Group Limited (BVI), which in turn controls 100% equity interest in Tyee Capital
Management (Cayman) Limited. Tyee Capital Management (Cayman) Limited controls
100% equity interest in Tyee Capital Funds SPC, which controls 100% equity interest
in Tyee Capital Funds SPC - Tyee Capital Tibet Fund SP and Tyee Capital Funds SPC -
Tyee Capital China Fund SP. Therefore, Tian Yee Capital Holdings Limited (BVI), Tyee
Capital Group Limited (BVI), Tyee Capital Management (Cayman) Limited and Tyee
Capital Funds SPC are deemed to be interested in Tyee Capital Funds SPC - Tyee
Capital Tibet Fund SP" s derivative interest in 145,714,285 shares in the Company and
Tyee Capital Funds SPC - Tyee Capital China Fund SP's beneficial interest in 2,965,714

shares in the Company.

Tian Yee Capital Holdings Limited (BVI) is owned as 40% and 50% by Jiang Jun and Li
Jiaman respectively. Therefore, Jiang Jun and Li Jiaman are deemed to be interested in a
total of 163,774,999 shares in the Company.
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Save as disclosed above, as at 31 December 2017, the Directors and the chief
executive of the Company were not aware of any other person (other than the
Directors and the chief executive of the Company) who had, or was deemed
to have, interests or short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the Company under
Section 336 of the SFO, or as otherwise notified to the Company and the Stock

Exchange.

DIRECTORS’ INTEREST IN CONTRACTS OF SIGNIFICANCE

No contracts of significance to which the Company or any of its subsidiaries
was a party, and in which a Director had a material interest, whether directly or

indirectly, subsisted at the end of the year or at any time during the year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the financial year or at the end of the financial year has been/
was the Company, its holding company, or any of its subsidiaries or fellow
subsidiaries a party to any arrangement whose objects are, or one of whose
objects is, to enable the Directors to acquire benefits by means of the acquisition

of shares in, or debentures of, the Company or any other body corporate.

RETIREMENT BENEFITS SCHEMES

Other than operating a Hong Kong Mandatory Provident Fund Scheme and
participating in the state managed retirement benefit scheme in the PRC, the
Group has not operated any other retirement benefits schemes for the Group's

employees.

EMOLUMENT POLICY

The emolument policy for the employees of the Group is set up by the Board

on the basis of their merit, qualification and competence.

The emoluments of the Directors are decided by the Remuneration Committee,
having regard to the Group's operating results, individual performance and

comparable market statistics.

DIRECTORS’ INTERESTS IN A COMPETING BUSINESS

During the financial year and up to the date of this report, no Director is
considered to have interests in a business which competes or is likely to
compete, either directly or indirectly, with the business of the Group, as defined

in the Listing Rules.
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MAJOR CUSTOMERS AND SUPPLIERS

During the financial year, sales to the Group's five largest customers and
purchases from the five largest suppliers accounted for approximately 42% and
79% of the total sales and total purchases for the year, respectively. The Group's
largest customer and supplier accounted for approximately | 1% and 39% of the

total sales and total purchases for the financial year, respectively.

During the financial year, none of (i) the Directors or any of their close
associates, or (ii) any Shareholders (which, to the best knowledge of the
Directors, owned more than 5% of the Company's issued share capital), had any

interest in the Group's five largest customers and suppliers.

INDEPENDENT NON-EXECUTIVE DIRECTORS

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

Directors are independent of the Company pursuant to the Listing Rules.

USE OF PROCEEDS FROM THE COMPANY’S INITIAL PUBLIC OFFERING

The utilisation status of the net proceeds from the Company's initial public

offering is set out on page 32 of this Annual Report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
reasonable knowledge of the Directors, the Company has maintained sufficient
public float of not less than 25% of its Shares in the hands of the public in
accordance with the Listing Rules as at the latest practicable date of the issue of
this Annual Report.

CHARITABLE DONATIONS

During the year, the Group made charitable donations amounting to
approximately RMBI.3 million (2016: RMBO.| million).
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AUDIT COMMITTEE

The Audit Committee of the Company had reviewed the Group's annual results
for the year ended 31 December 2017 and provided advice and comments

thereon.

EXTERNAL AUDITOR

The consolidated financial statements for the year ended 31 December 2017
were audited by PricewaterhouseCoopers, who will retire at the conclusion of
the forthcoming 2018 AGM and, being eligible, will offer itself for re-appointment

as external auditor of the Company.

CONNECTED TRANSACTIONS

Certain transactions summarized in note 40 to the consolidated financial
statements for the year ended 31 December 2017 also constituted connected
transactions or continuing connected transactions as defined in Chapter [4A
of the Listing Rules. As those transactions were all de minimis transactions,
they were exempt from all the reporting, announcement and independent

shareholders approval requirements under Chapter 14A of the Listing Rules.

On behalf of the Board

Jesper Bjoern MADSEN

Chairman

23 March 2018
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To the shareholders of Tibet Water Resources Ltd.
(Incorporated in Cayman Islands with limited liability)

OPINION

What we have audited
The consolidated financial statements of Tibet Water Resources Ltd. (the
“Company”) and its subsidiaries (the “Group”) set out on pages 79 to 199,

which comprise:

. the consolidated balance sheet as at 31 December 2017;

. the consolidated statement of profit or loss for the year then ended;

. the consolidated statement of comprehensive income for the year then
ended;

. the consolidated statement of changes in equity for the year then ended;

. the consolidated statement of cash flows for the year then ended; and

. the notes to the consolidated financial statements, which include a

summary of significant accounting policies.

Our opinion

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.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing
(“ISAs™). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

section of our report.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants
("IESBA Code"), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA Code.

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.

Key audit matters identified in our audit are summarised as follows:

. Impairment of goodwill and investment in an associate
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How our audit addressed the Key Audit Matter
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Impairment of goodwill and investment in an associate

Refer to Note 4, Note 10 and Note |2 to the consolidated
financial statements

As at 31 December 2017, goodwill recognised in relation to
the acquisition of Tibet Tiandi Green Beverages Development
Co., Ltd. ("Tiandi Green"), a subsidiary of the Group,
amounted to RMB721 million; and the investment in an
associate that arose from the acquisition of Tibet Highland
Natural Water Limited (“Highland Natural Water") amounted
to RMBI,280 million (with goodwill relating to this associate
amounting to RMBI,064 million). No impairment loss was
provided based on management's impairment analysis.

We focused on the impairment of these areas due to the
followings:

—  the size of the goodwill/investment in an associate
balances;

- the management adopted “value-in-use” of related cash
generating units to determine the recoverable amount
of goodwill/investment in associate. Such “value-in-use”
determination involved significant judgements made by
management about the future results of the business
and the discount rates applied to future cash flow
forecasts. As the assessment involved consideration of
future events and uncertainty, there was a risk that the
judgement was inappropriate.
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We discussed and evaluated the model used by management
in determining the recoverable amount for the impairment
analysis and verified the mathematical accuracy of the cash
flow model used to estimate value-in-use.

We evaluated management's future cash flow forecasts for
Tiandi Green and Highland Natural Water, including the
reasonableness of the forecasts in the context of historical
results of the businesses and production capacity, and
comparing the parameters used with independently obtained
market data. We also assessed the appropriateness of the
discount rates and long-term growth rates used and considered
that they fell within our range of independently obtained
market data.

We obtained and evaluated management's sensitivity analysis
to ascertain the impact of reasonably possible changes and
we performed re-calculation independently for the downside
changes in management's sensitivity analysis model, focusing
on the most sensitive assumptions, including annual revenue
growth rate, long term revenue growth rate, gross margin,
discount rate and government subsidy income.

We satisfied ourselves that management's impairment analysis
was supported by evidence obtained.
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The
other information comprises all of the information included in the annual
report other than 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 will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit, or otherwise appears to be

materially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We

have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible
for assessing the Group's ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Group or to cease

operations, or have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group's financial

reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

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

decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment

and maintain professional scepticism 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.
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. 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.

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 to 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 Audit Committee, 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.
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The engagement partner on the audit resulting in this independent auditor’s

report is Brian Ming Yan Choi.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 23 March 2018
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BRIAN MING YAN CHOI ©
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2017 016
—E-tF
0 RMB’000 RMB'000
ARETR R
Assets iE
Non-current assets FRBEE
Land use rights T AR AE 7 29,969 30,693
Property, plant and equipment (“PP&E") ME - HER&E
(% BERRE]D 8 606,723 619,387
Intangible assets BVEE 9 110,466 132,552
Goodwill BE 10 721,139 721,139
Investment in associates REEE N RIHRE 12 1,326,300 1,307,508
Deferred income tax assets BTG EE 23 2,895 2818
Prepayments BRIA 15 43,937 65,476
Available-for-sale financial assets (“AFS") AftHEEREE
([MTHEESREE]) 8 65,297 —
2,906,726 2,879,573
Current assets REBEE
Trade receivables FEWE 5 3 235,139 193,926
Prepayments FART IR [5 143,178 190,147
Prepaid enterprise income tax AR EEMER 6,705 8,508
Other receivables and other assets H A WU e Bt B 16 175,022 249,770
Inventories FE |7 75,613 67,516
Available-for-sale financial assets (“AFS") AtHESREE
([MHHESREE]) 8 175,884 186,230
Cash and cash equivalents ReRkBE2EEY 19 830,773 1,042,398
1,642,314 1,938,495
Total assets mEE 4,549,040 4,818,068
Equity R
Equity attributable to owners of the Company AL FHEB AMELER
Share capital R 20 21,363 21,363
Share premium B in (B 20 1,206,829 1,206,829
Shares held for share award scheme R RZEE EIFA R K 21 (158,868) —
Other reserves HifE 22 191,921 279,202
Retained earnings BiFlz 1,913,143 1,615,205
3,174,388 3,122,599
Non-controlling interests FERER — 371,965
Total equity R 3,174,388 3,494,564
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% CONSOLIDATED BALANCE SHEET

F ¥ seazans
.

A De b
2017 0
—E—tF
ote RMB’000 RMB'000
ARETR FC
Liabilities afE
Non-current liabilities FREBEE
Bank borrowings RITIER 28 — 190,000
Deferred revenue R A 25 22,333 24,241
Deferred income tax liabilities EEFEREE 23 18,572 20,652
Convertible bond - liability component ARk ES - BEHS 29 432,340 458,066
473,245 692,959
Current liabilities PN
Trade payables ERESHK 26 92,841 78,055
Deferred revenue and advances received U N SELE b
from customers 24 27,498 14,710
Enterprise income tax payable FER (R PREH 27,302 28210
Accruals and other payables ERERLHEMENR 27 322,766 53,570
Bank borrowings RITIER 28 431,000 456,000
901,407 630,545
Total liabilities BEHE 1,374,652 1,323,504
Total equity and liabilities ERRkEEeE 4,549,040 4,818,068

The notes on pages 86 to 199 are an integral part of these consolidated financial

statements.

The financial statements on pages 79 to 199 were approved by the Board of

Directors on 23 March 2018 and were signed on its behalf.

WANG Dong X
Director EF
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CONSOLIDATED STATEMENT OF PROFIT ORLOSS "

-Ij'.
GeBamEx |
ended De b
3 = = S
2017 016
—E-tF
ote RMB’000 RMB'000
AR®ETR S
Revenue WA 6 931,887 868,092
Cost of sales HE AR 31 (380,429) (348,408)
Gross profit EF 551,458 519,684
Selling and distribution expenses HERDHER 31 (120,336) (103,250)
Administrative expenses THERA 31 (84,936) (78,879)
Other gains, net Hih 715 - F5 30 46,497 55,619
Operating profit RERE 392,683 393,174
Finance income B s s 27,957 21,038
Finance costs BsER (38,202) (40,276)
Finance costs, net MBER  FE 33 (10,245) (19,238)
Share of profit of associates JEIEBEE A RIAE 12 26,089 26913
Profit before income tax B Fff 15 %1 51 7 408,527 400,849
Income tax expense gt & A 34 (40,853) (41,694)
Profit for the year FEFME 367,674 359,155
Profit attributable to: FEALFIE
— Owners of the Company —ARBHEAA 315,174 307,724
— Non-controlling interests — JEVER i 52,500 51,431
367,674 359,155
Earnings per share for profit attributable EARERAEERE
to owners of the Company BRER
— Earnings per share (basic and diluted) -SREFN (EXR#E)
(RMB cents per share) (BRAR®S) 35 12.32 [1.98

The notes on pages 86 to 199 are an integral part of these consolidated financial

statements.

E86ZE 199 BN T AZ

ARERD ©

FAMBHRRMN
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‘:{ CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
S EEREKEE

3 H = S
2017 016
—E-tF
ote RMB’000 RMB'000
AR®ETR S
Profit for the year FEFE 367,674 359,155
Other comprehensive income: Hitt 2 E K :
Item that will not be reclassified subsequently — f§1 IR AT R EFT 748
to profit or loss EEmAEH
Currency translation differences SVETE AR 22 7,662 1,612
[tems that may be reclassified subsequently AIREE B ERT FHEE
to profit or loss Bma)EEH
Change in fair value of AFS AftHESREE
NRAEEES 8 (346) 6,230
Other comprehensive income for the year, FEHMZEKES  NKRSIE
net of tax 7,316 7,842
Total comprehensive income for the year FEHZHEKEZ 374,990 366,997
Attributable to: FER
— Owners of the Company —ARAEEA 323,822 314,234
— Non-controlling interests — IR 51,168 52,763
Total comprehensive income for the year FEAZHEKE 374,990 366,997

The notes on pages 86 to 199 are an integral part of these consolidated financial

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 4
FEMEBDE |

Attributable to owners of the Company

J

ALNTHR AR
Non-
Share Share  Treasury Other Retained controlling Total
capital premium stock reserves earnings Total IEN equity
Bx  BRGEE EERG  HAbRR  ERbE A FERER  RRAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AR®TT ARETR ARETR ARBTR ARETR ARETn ARETR
At | January 2016 R=E-~%-5-A 21363 1206829 - 85269 1414344 2877805 319200 3,197,007
Profit for the year EEHE - - - — 0TI 0TTH 51431 359,155
Currency translation differences  SMNEHEZE - — — 1612 — 1612 — 1,612
Change in fair value of AFS  AIEHESRAENABEED - - - 4898 - 4898 1332 6230
Total comprehensive income  FEB2EANE
for the year - - - 6510 307,724 314234 52,763 366,997
Convertible bond - equity HRRES - EEEH ()
component (Note 29) — — — 8,385 — 18,385 — 18,385
Appropriations to statutory RIETRALES (M)
surplus reserve (Note 22) - - - 19,038 (19.038) - - -
Dividends (Note 3¢) 8 (Wi 36) - - - - (878) (878D - (8780)
At 31 December 2016 R=B-AE+ZB=1-H 21,363 1,206,829 = 79202 1615205 3,122,599 371965 3494564
Profit for the year EENE - - - — 3514 315174 52500 367,674
Currency translation differences SMEHEZH = = = 7,662 = 7,662 = 7,662
Change in fair value of AFS At HiECREEAAEE
(Note 18) 28(ME18) - - - 986 - 986 (1332) (346)
Total comprehensive income A2 E K
for the year = = = 8,648 315,174 38N 51,168 374990
Appropriations to statutory  REVAERBABE (ME2)
surplus reserve (Note 22) = = = 17,236 (17,236) = = =
Acquisition of shares under RERGRBTHBERD
share award scheme (Hrzz21)
(Note 21) = —  (158,868) = —  (158,868) —  (158868)
Transaction with EEERER 2R A (WEE39)
non-controlling
interests (Note 39) = = = (13165) —  (I13165)  (423,133)  (536,298)
At 31 December 2017 RZB-tF+ZA=1-8 21,363 1206829 (158,868) 191921 1913143 3,174,388 — 3174388

The notes on pages 86 to 199 are an integral part of these consolidated financial

statements.
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F6E 199 EMMERZFHARBRRA

83




o % CONSOLIDATED STATEMENT OF CASH FLOWS
HEREREXR

El H =
2017 016
—E-tF
ote RMB’000 RMB'000
ARBF 7 7
Cash flows from operating activities RETHRALSR
Cash generated from operations REEFBHEENE S 37 518,761 260,204
Interest received B U RIS 5,575 3,770
Interest paid BERHE (202) (196)
Income tax paid RENPSIEEYH (42,114) (49,221)
Net cash generated from operating activities RERPHELNRTFE 482,020 214,557
Cash flows from investing activities RETHHRER
Purchases of PP&E BEVE  HEREE (17,955) (93,482)
Cash received from government grants related ~EWEHETEEEH
to fixed assets R E € — 4,860
Purchases of AFS BEAHLESREE (600,600) (460,000)
Proceeds from disposal of AFS PEIRIEEHEE
IR e 591,315 287,826
Loans granted to third parties BYE=ZFAMNER (438,201) (368,899)
Repayments of loans granted to third parties BEBKRE=TER 469,571 296,000
Amounts received from third parties EHQM_E/AIE 117,491 1,261,750
Amounts paid to third parties BENE=H (110,450) (1,113,598)
Amounts received from a related party Bi— %Eﬁﬁ% 7\7_ 54,821 238,348
Amounts paid to a related party BN -2 ﬁ%ﬁlﬁ (30,000) (425,000)
Prepayment for equity investment RE=FRERENTANK
in a third party I5 = (17,400)
Investment in associates REFE R BINIRE 12 — (218,000)
Net cash generated from/(used in) REEBRE/(FTA)
investing activities Re$H 35,992 (607,595)
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CONSOLIDATED STATEMENT OF CASH FLOWS £
GAREHEE [

Iriy
L

o

ended 3| Decembe
El H =
2017 016
—E-tF
ote RMB’000 RMB'000
AR®ETR K&
Cash flows from financing activities METHRER
Dividends paid to shareholders ERRERR S 36 — (87,825)
Proceeds from bank borrowings RITE AT RIS 37 186,000 556,000
Repayments of bank borrowings and interests EEFITERRNE 37 (413,861) (120,997)
Proceeds from issue of convertible bond BITRRRESFPEHIA 29 — 469,613
Transaction costs paid relating to issue BENEEETA]mE
of convertible bond BAERGHE — (1,655)
Coupon interest payments relating BATBRESFNESNR
to convertible bond 29,37 (26,835) (14,387)
Payments for shares bought back P {7 B 181 1< 3% (158,868)
Transaction with non-controlling interests BIEERER XS (297,254) —
Net cash (used in)/generated from BREEE(FA)/F3
financing activities ReFHE (710,818) 800,749
Net (decrease)/increase in cash BeRBEEENN
and cash equivalents (M), B8 (192,806) 407,711
Cash and cash equivalents at beginning of year ~ TR & RREEEY 1,042,398 628,132
Exchange translation (loss)/gains on cash RekBReEBMERL
and cash equivalents (E#),/ Wz (18,819) 6,555
Cash and cash equivalents at end of year FRACRALSZEY 19 830,773 1,042,398

The notes on pages 86 to 199 are an integral part of these consolidated financial F86E 19 AN FAZSHREMBREN
statements. ABRCED D
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¥ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERER

86

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands under the
Companies Law as an exempted company with limited liability on 8
November 2010. The address of its registered office is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman, KY'I-1 111, Cayman Islands.

The Company is an investment holding company. The Group is engaged
in production and sales of water products and beer products in PRC. The
Group also provides lending services to third parties in Hong Kong Special

Administrative Region with relevant license.

The Company's shares have been listed on the Stock Exchange since 30
June 201 1.

These financial statements are presented in Renminbi (“RMB"), unless
otherwise stated. These financial statements have been approved for issue
by the Board on 23 March 2018.

Key event

On 21 December 2017, the Group acquired the remaining 35% of equity
interests of Tiandi Green for RMB536,298,000. Together with the existing
65% equity interests in Tiandi Green, it became an indirect wholly-owned

subsidiary of the Company. Further details are given in Note 39.

—RER

ARAR-_Z-ZTF+—-ANER
BRADENFA SRS EMMKLAE
HeBERAE - TMHERMM U
% Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KYI-I111,

Cayman Islands ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies have
been consistently applied to all the years presented, unless otherwise
stated.

2.1 Basis of preparation

The consolidated financial statements of the Company have been prepared
in accordance with all applicable IFRSs and requirements of the Hong Kong
Companies Ordinance Cap. 622. The consolidated financial statements
have been prepared under the historical cost convention as modified by
the revaluation of available-for-sale financial assets (“AFS"), which are

carried at fair value.

The preparation of financial statements in conformity with IFRSs requires
the use of certain critical accounting estimates. It also requires management
to exercise its judgement in the process of applying the Group's
accounting policies. The areas involving a higher degree of judgement or
complexity, or areas where assumptions and estimates are significant to

the consolidated financial statements are disclosed in Note 4.

2.2 Changes in accounting policy and disclosures

(a)  New and amended standards adopted by the Group

The following amendments to standards have been adopted by the Group
for the first time for the financial year beginning on or after | January
2017

®  Recognition of Deferred Tax Assets for Unrealised Losses —

Amendments to IAS 12, and

° Disclosure initiative — amendments to IAS 7.

The adoption of these amendments did not have any impact on the
amounts recognised in current year or any prior year and is not likely to

affect future periods.

The amendments to IAS 7 require disclosure of changes in liabilities arising

from financing activities, see note 37.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.2 Changes in accounting policy and disclosures (continued)

(b)  New standards and interpretations not yet adopted

A number of new standards and amendments to standards and
interpretations are effective for annual periods beginning after | January
2016 and have not been applied in preparing these consolidated financial
statements. None of these is expected to have a significant effect on the
consolidated financial statements of the Group, except the following as set

out below:

(i) IFRS 9 Financial instruments

IFRS 9 Financial Instruments addresses the classification, measurement
and derecognition of financial assets and financial liabilities, introduces
new rules for hedge accounting and a new impairment model for financial
assets. The standard does not need to be applied until | January 2018 but
is available for early adoption. The Group does not expect to adopt the

new standard before | January 2018.

Based on the Group's current assessment of the classification and
measurement of financial assets, debt instruments currently classified as
AFS would appear to satisfy the conditions for classification as at fair value
through other comprehensive income (“FVOCI") and hence there will be

no change to the accounting for these assets.

Accordingly the Group does not expect the new guidance to have a
significant impact on the classification and measurement of its financial

assets.

There will be no impact on the Group's accounting for financial liabilities,
as the new requirements only affect the accounting for financial liabilities
that are designated at fair value through profit or loss and the Group does
not have any such liabilities. The derecognition rules have been transferred
from |AS 39 Financial Instruments: Recognition and Measurement and have
not been changed. The new hedge accounting rules are not expected to
have significant impact to the Group given that the Group does not have

any hedging relationships.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.2 Changes in accounting policy and disclosures (continued)
(b)  New standards and interpretations not yet adopted (continued)

(i)  IFRS 9 Financial instruments (continued)

The new impairment model requires the recognition of impairment
provisions based on expected credit losses (“ECL") rather than only
incurred credit losses as is the case under IAS 39. It applies to financial
assets classified at amortised cost, debt instruments measured at FVOCI,
contract assets under IFRS |5 Revenue from Contracts with Customers,
lease receivables, loan commitments and certain financial guarantee
contracts. While the Group has not yet undertaken a detailed assessment
of how its impairment provisions would be affected by the new model, it

may result in earlier recognition of credit losses.

The new standard also introduces expanded disclosure requirements and
changes in presentation. These are expected to change the nature and
extent of the Group's disclosures about its financial instruments particularly
in the year of the adoption of the new standard. The Group will continue

to make detailed assessments of the effect from the new standard.
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: };f NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CF BAHBmENE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.2 Changes in accounting policy and disclosures (continued)
(b)  New standards and interpretations not yet adopted (continued)

(i) IFRS I5 Revenue from contracts with customers

The International Accounting Standards Board (“IASB") has issued a new
standard for the recognition of revenue. This will replace IAS 18 which
covers revenue arising from the sale of goods and the rendering of services

and IAS |'| which covers construction contracts.

The new standard is based on the principle that revenue is recognised

when control of a good or service transfers to a customer.

The standard permits either a full retrospective or a modified retrospective

approach for the adoption.

Management has assessed the effects of applying the new standard on
the Group's financial statements and has identified no significant areas
will be affected. Mandatory for financial years commencing on or after |
January 2018. The Group intends to adopt the standard using the modified
retrospective approach which means that the cumulative impact of the
adoption will be recognised in retained earnings as of | January 2018 and

that comparatives will not be restated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.2 Changes in accounting policy and disclosures (continued)

(b)  New standards and interpretations not yet adopted (continued)

(i) IFRS 16 Leasing

IFRS 16 will result in almost all leases being recognised on the balance
sheet, as the distinction between operating and finance leases is removed.
Under the new standard, an asset (the right to use the leased item) and
a financial liability to pay rentals are recognised. The only exceptions
are short-term and low-value leases. The accounting for lessors will not

significantly change.

The standard will affect primarily the accounting for the Group's operating
leases. As at 31 December 2017, the Group has non-cancellable operating
lease commitments of RMBI,607,000 see Note 38. However, the Group
has not yet determined to what extent these commitments will result in
the recognition of an asset and a liability for future payments and how this

will affect the Group's profit and classification of cash flows.

Some of the commitments may be covered by the exemption for
short-term and low value leases and some commitments may relate to

arrangements that will not qualify as leases under IFRS 16.

The new standard is mandatory for financial years commencing on or after
| January 2019. At this stage, the Group does not intend to adopt the

standard before its effective date.

There are no other standards that are not yet effective and that would be
expected to have a material impact on the Group in the current or future

reporting periods and on foreseeable future transactions.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.3 Principles of consolidation and equity accounting

2.3.1 Subsidiaries

A subsidiary is an entity (including a structured entity) over which the
Group has control. The Group controls an entity when the Group is
exposed to, 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. Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are deconsolidated from the date that

control ceases.

The acquisition method of accounting is used to account for business

combinations by the Group (refer to Note 2.4).

Intercompany transactions, balances and unrealised gains on transactions
between group companies are eliminated. Unrealised losses are also
eliminated unless the transaction provides evidence of an impairment
of the transferred asset. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted

by the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.3.2 Associates

An associate is an entity over which the Group has significant influence but
not control, generally accompanying a shareholding of between 20% and
50% of the voting rights. Investments in associates are accounted for using
the equity method of accounting. Under the equity method, the investment
is initially recognised at cost, and the carrying amount is increased or
decreased to recognise the investor's share of the profit or loss of
the investee after the date of acquisition. The Group's investments in
associates include goodwill identified on acquisition. Upon the acquisition
of the ownership interest in an associate, any difference between the
cost of the associate and the Group's share of the net fair value of the

associate’s identifiable assets and liabilities is accounted for as goodwill.

If the ownership interest in an associate is reduced but significant
influence is retained, only a proportionate share of the amounts previously
recognised in other comprehensive income is reclassified to profit or loss

where appropriate.

The Group's share of post-acquisition profit or loss is recognised in the
statement of profit or loss, and its share of post-acquisition movements in
other comprehensive income is recognised in other comprehensive income
with a corresponding adjustment to the carrying amount of the investment.
When the Group's share of losses in an associate equals or exceeds its
interest in the associate, including any other unsecured receivables, the
Group does not recognise further losses, unless it has incurred legal or

constructive obligations or made payments on behalf of the associate.

The Group determines at each reporting date whether there is any
objective evidence that the investment in the associate is impaired. If this is
the case, the Group calculates the amount of impairment as the difference
between the recoverable amount of the associate and its carrying value
and recognises the amount adjacent to “share of profit/(loss) of an

associate” in the statement of profit or loss.
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CF BAHBmENE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.3.2 Associates (continued)

Profits and losses resulting from upstream and downstream transactions
between the Group and its associate are recognised in the Group's
financial statements only to the extent of unrelated investor's interests
in the associates. Unrealised losses are eliminated unless the transaction
provides evidence of an impairment of the asset transferred. Accounting
policies of associates have been changed where necessary to ensure

consistency with the policies adopted by the Group.

Dilution gains and losses arising in investments in associates are recognised

in the statement of profit or loss.

24  Business combinations

The Group applies the acquisition method to account for business
combinations. The consideration transferred for the acquisition of a
subsidiary is the fair values of the assets transferred, the liabilities incurred
to the former owners of the acquiree and the equity interests issued by
the Group. The consideration transferred includes the fair value of any
asset or liability resulting from a contingent consideration arrangement.
Identifiable assets acquired and liabilities and contingent liabilities assumed
in a business combination are measured initially at their fair values at the
acquisition date. The Group recognises any non-controlling interest in the
acquiree on an acquisition-by-acquisition basis, either at fair value or at the
non-controlling interest's proportionate share of the recognised amounts

of acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date
carrying value of the acquirer's previously held equity interest in the
acquiree is re-measured to fair value at the acquisition date; any gains or

losses arising from such re-measurement are recognised in profit or loss.

FTESHBREMEE)

232 BELQT(E)
AEEEEBENR LHNETER
SHEENRNREBERAEEHRB
WMERARER  EEUFREREERN
FBERAINERARR - RIEXFEE
FRMEZEECRE  SARER
BEGTUEE - BERARNEE K
RERUERELEE  UBRER
SEMEANEHERE - -

REBERRNREEENET Ra R
BRENBRRARER -

24 EBEH
AEBERANBEREBE M-
WEMBAFRMERNREREME
BEE WHRBINAEEAMEAL
BERAEEMBETRENDAE
BE-FEEREREANIARESR
RMEAMEESLBBNAREE:
REBEHBMEENTZIEER
FIRENBERIAEE NP ERK
BEHMNAABENE - AEERE
FEWBELERAABEIIFERE
=R B s T oA B EF
BEEERS R KE S W EME
TR o

WEBARBER A R EE R 3 -

B A HOREBET W KA
NIRRT BEREE B Bk
HEEZWEBHNARBEEN
B AHENGEEENTMRES
BIRERETHER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

24  Business combinations (continued)

Any contingent consideration to be transferred by the Group is recognised
at fair value at the acquisition date. Subsequent changes to the fair value
of the contingent consideration that is deemed to be an asset or liability
is recognised in accordance with IAS 39 either in profit or loss or as a
change to other comprehensive income. Contingent consideration that
is classified as equity is not remeasured, and its subsequent settlement is

accounted for within equity.

The excess of the consideration transferred, the amount of any non-
controlling interest in the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree over the fair value of
the identifiable net assets acquired is recorded as goodwill. If the total
of consideration transferred, non-controlling interest recognised and
previously held interest measured is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain purchase, the

difference is recognised directly in the statement of profit or loss.

Intra-group transactions, balances and unrealised gains on transactions
between group companies are eliminated. Unrealised losses are also
eliminated. When necessary, amounts reported by subsidiaries have been

adjusted to conform with the Group's accounting policies.

2.5  Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment.
Cost also includes direct attributable costs of investment. The results of
subsidiaries are accounted for by the Company on the basis of dividend

and receivable,

Impairment testing of the investments in subsidiaries is required upon
receiving dividends from these investments if the dividend exceeds the
total comprehensive income of the subsidiary in the period the dividend
is declared or if the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the consolidated

financial statements of the investee’s net assets including goodwill.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.6 Segment reporting

Operating segments are reported in a manner consistent with the internal
reporting provided to the chief operating decision-maker. The chief
operating decision-maker, who is responsible for allocating resources and
assessing performance of the operating segments, has been identified as
the executive directors of the Company that makes strategic decisions for

the Group.

2.7  Foreign currency translation

(a)  Functional and presentation currency

ltems included in the financial statements of each of the Group's entities
are measured using the currency of the primary economic environment in
which the entity operates (“the functional currency”). The consolidated
financial statements are presented in RMB, which is the Group's
presentation currency. The functional currency of the operational entities
located in the PRC is RMB, and the Company's functional currency is Hong
Kong dollar (“HKD").

(b)  Transactions and balances

Foreign currency transactions are translated into the functional currency
using the exchange rates prevailing at the dates of the transactions or
valuation where items are re-measured. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation
at year-end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognised in the consolidated statement of profit

or loss.

Foreign exchange gains and losses that relate to borrowings, payables and
cash and cash equivalents are presented in the consolidated statement of

profit or loss within “finance income, net”.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2 FEETHHEHSERGE)

(CONTINUED)

2.7  Foreign currency translation (continued) 27 HMNEFE(E)

(c)  Group companies (c) EELAE]

The results and financial position of all the Group entities (none of which Wﬁ%ﬁ%?ﬁﬁ‘]#&fﬁgz_ﬂmﬁﬁﬁil

has the currency of a hyper-inflationary economy) that have a functional ER(IEEFRUEBRCERNEE

currency different from the presentation currency are translated into the E’]%’%@)E’Jﬁﬁﬁﬁﬁﬂﬁﬁ/ﬂ BUATH

presentation currency as follows: AMERIBES -

(i)  assets and liabilities for each balance sheet presented are translated () BHIBNEEEBERANEE
at the closing rate at the date of that balance sheet; ke ERZEERBERBANKT

EXfE

(i) income and expenses for each statement of profit or loss are (i) BHBRXANWANEREZT
translated at average exchange rates (unless this average is not HEEFE (BRI TFHELIFE
a reasonable approximation of the cumulative effect of the rates RHBHEXN R ENEE
prevailing on the transaction dates, in which case income and ME ERBEAT WAKRER
expenses are translated at the rate on the dates of the transactions); B 5 BHNEXTE) &
and

(i) all resulting exchange differences are recognised in other (i) FTAEALmMEENER ZENHE
comprehensive income. 2 EiRE WP HER

97



..

: };f NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CF BAHBmENE

98

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.8  Property, plant and equipment
Property, plant and equipment is stated at historical cost less accumulated
depreciation and impairment loss. Historical cost includes expenditure that

is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognised
as a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Group and
the cost of the item can be measured reliably. The carrying amount of
the replaced part is derecognised. All other repairs and maintenance are
charged to the consolidated statement of profit or loss during the financial

period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate their
cost less accumulated impairment losses of each asset to their residual

values over their estimated useful lives, as follows:

Useful lives
Buildings 12 to 40 years
Machinery 5tol5 years
Vehicles 3 to 8 years
Furniture and equipment 3 to 5 years
Others 10 to 20 years

The assets residual values and useful lives are reviewed, and adjusted if

appropriate, at the end of each reporting period.

An asset's carrying amount is written down immediately to its recoverable
amount if the asset's carrying amount is greater than its estimated

recoverable amount (Note 2.1 1).

Gains and losses on disposals are determined by comparing the proceeds
with the carrying amount and are recognised within “Other gains, net” in

the consolidated statement of profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.8  Property, plant and equipment (continued)

Construction-in-progress (“CIP") represents buildings, plant and
machinery under construction or pending installation and is stated at cost
less accumulated impairment losses, if any. Cost includes the costs of
construction and acquisition and capitalised borrowing costs. No provision
for depreciation is made on CIP until such time as the relevant assets
are completed and ready for intended use. When the assets concerned
are available for use, the costs are transferred to property, plant and

equipment and depreciated in accordance with the policy as stated above,

2.9 Intangible assets

2.9.1 Goodwill

Goodwill arises on the acquisition of subsidiaries and represents the excess
of the consideration transferred over the Group's interest in net fair value
of the net identifiable assets, liabilities and contingent liabilities of the

acquiree and the fair value of the non-controlling interest in the acquiree.

For the purpose of impairment testing, goodwill acquired in a business
combination is allocated to each of the cash-generating units (“CGUs"),
or groups of CGUs, that is expected to benefit from the synergies of the
combination. Each unit or group of units to which the goodwill is allocated
represents the lowest level within the entity at which the goodwill is
monitored for internal management purposes. Goodwill is monitored at

the operating segment level.

Goodwill impairment reviews are undertaken annually or more frequently
if events or changes in circumstances indicate a potential impairment.
The carrying value of goodwill is compared to the recoverable amount,
which is the higher of value in use and the fair value less costs to sell.
Any impairment is recognised immediately as an expense and is not

subsequently reversed.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.9 Intangible assets (continued)

292 Trade name

Trade name acquired in a business combination is recognised at fair value
at the acquisition date. Trade name has a finite useful life and is carried
at cost less accumulated amortisation. Amortisation is calculated using
the straight-line method to allocate the cost of trade name over their

estimated useful lives of 18.2 years.

2.9.3 Distribution network

Distribution network acquired in a business combination is recognised
at fair value at the acquisition date. The distribution network has a finite
useful life of 8 years and is carried at cost less accumulated amortisation.
Amortisation is calculated using the straight-line method over the expected

life of the distribution network.

2.10 Land use rights

All land in the PRC is state-owned and no individual land ownership right
exists. The Group acquired the rights to use certain land and the premiums
paid for such rights are recorded as land use rights, which are stated at
cost and amortised over the use terms of 50 years using the straight-line

method.

2.1l Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and
are tested annually for impairment. Assets that are subject to amortisation
are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount. The recoverable amount is the higher
of an asset's fair value less costs of disposal and value in use. For the
purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows CGUs. Non-financial
assets other than goodwill that suffered an impairment are reviewed for

possible reversal of the impairment at each reporting date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.12  Financial assets

The Group classifies its financial assets in the following categories: loans
and receivables and AFS. The classification depends on the purpose for
which the financial assets were acquired. Management determines the

classification of its financial assets at initial recognition.

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. They are
included in current assets, except for maturities greater than 12 months
after the end of the reporting period. These are classified as non-current
assets. The Group's receivables comprise “trade receivables” (Note 13),
“other receivables” (Note 16), “cash and cash equivalents” (Note 19) in
the consolidated balance sheet. Regular way purchases and sales of financial
assets are recognised on the trade - date, the date on which the Group
commits to purchase or sell the asset. Investments are initially recognised
at fair value plus transaction costs for all financial assets not carried at fair
value through profit or loss. Financial assets are derecognised when the
rights to receive cash flows from the investments have expired or have
been transferred and the Group has transferred substantially all risks and
rewards of ownership. Loans and receivables are subsequently carried at

amortised cost using the effective interest method.

AFS is non-derivative that is either designated in this category or not
classified in any of the other categories. They are included in non-current
assets unless the investment matures or management intends to dispose
of it within 12 months of the end of the reporting period. AFS are
subsequently carried at fair value. Changes in the fair value of monetary
and non-monetary securities classified as available for sale are recognised
in other comprehensive income. When securities classified as available
for sale are sold or impaired, the accumulated fair value adjustments
recognised in equity are included in the statement of profit or loss as
“other gains, net”. Interest on available-for-sale securities calculated using
the effective interest method is recognised in the statement of profit or

loss as part of other gains.

FERIB AR T

TESHBREMEE)

212 SREE
AEBERESBEED BATER:
ERREUGRERBIARAIHHES
BEERN - DERTEREEZKR
BEM - BEEERRILSEREAE
ERMEENE -

ER R WA R A B E AR (T
REAYETETSRENFITES
BEE WEHEBFHARDEE 1
BREHRETEB 20/ 728
- ADBERFRDEBE - AREM
BEFEBEGAEERBERANIE
WB 5K (B EE13) ~ [ 4 8 sk
(Fex16)  [RERRSFEY (T
19) - TREENEREBENR S AR
R-AEEAXBERHEEENR
o WIFEBBSRAREBETIRY
FETREERENSRALEBEM
RPEATER - HEREPURE 2
MENENBSHRIE TUBERLE
EoERAmARARNEAMNS R
EEE AIRIEEREREE - &
REERRELZBBERAERMNE
IR BN o

AHLESREERIETEAILERNK
TEBEMEMBRNFETETA - B
FREDMAERERNREHRE
AREARLE BRTHEES
BEEJAFRBDEERT - A2
BEEEREANEBENER 28R
AHLENERERFERELFAAE
EEPREMEEKETER - WD
BAAHHENESREELHITR
B REZPEINRFARAEES
BIANBaEERPIHEmE 8RB
T BERMNE A EORHHEF
SHERBSERPHERAEAM K EA

—8t5 -

i’
(A
¥

o

101



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
HEMBHEM T

102

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.13  Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported
in the balance sheet when there is a legally enforceable right to offset
the recognised amounts and there is an intention to settle on a net basis
or realise the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events and must be
enforceable in the normal course of business and in the event of default,

insolvency or bankruptcy of the Group or the counterparty.

2.14 Impairment of financial assets

(a)  Loans and receivables

The Group assesses at the end of each reporting period whether there
is objective evidence that a financial asset or group of financial assets
is impaired. A financial asset or a group of financial assets is impaired
and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial
recognition of the asset (a “loss event”) and that loss event (or events)
has an impact on the estimated future cash flows of the financial asset or

group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a
group of debtors is experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability that they will
enter bankruptcy or other financial reorganisation, and where observable
data indicate that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that

correlate with defaults.

For loans and receivables category, the amount of the loss is measured as
the difference between the asset's carrying amount and the present value
of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original effective interest
rate. The carrying amount of the asset is reduced and the amount of the

loss is recognised in the consolidated statement of profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.14  Impairment of financial assets (continued)

If, in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after
the impairment was recognised (such as an improvement in the debtor’s
credit rating), the reversal of the previously recognised impairment loss is

recognised in the consolidated statement of profit or loss.

(b) AFS
The Group assesses at the end of each reporting period whether there
is objective evidence that a financial asset or a group of financial assets is

impaired.

For debt securities, if any such evidence exists the cumulative loss —
measured as the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset previously
recognised in profit or loss — is reclassified from equity and recognised in
profit or loss. If, in a subsequent period, the fair value of a debt instrument
classified as available for sale increases and the increase can be objectively
related to an event occurring after the impairment loss was recognised in
profit or loss, the impairment loss is reversed through the consolidated

statement of profit or loss.

For equity investments, a significant or prolonged decline in the fair
value of the security below its cost is also evidence that the assets are
impaired. If any such evidence exists the cumulative loss — measured as
the difference between the acquisition cost and the current fair value,
less any impairment loss on that financial asset previously recognised in
profit or loss — is reclassified from equity and recognised in profit or loss.
Impairment losses recognised in the consolidated statement of profit or
loss on equity instruments are not reversed through the consolidated

statement of profit or loss.

2.15 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
determined using the weighted average method. The cost of finished goods
comprises raw materials, direct labour, other direct costs and related
production overheads (based on normal operating capacity). Net realisable
value is the estimated selling price in the ordinary course of business, less

applicable variable selling expenses.
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: };f NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CF BAHBmENE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.16 Trade and other receivables

Trade receivables are amounts due from customers for merchandise sold
or services performed in the ordinary course of business. If collection
of trade and other receivables is expected in one year or less (or in the
normal operating cycle of the business if longer), they are classified as
current assets. If not, they are presented as non-current assets. See Note
2.12 for further information about group’s accounting for trade receivables

and Note 2.14 for a description of the group’s impairment policies.

Trade and other receivables are recognised initially at fair value and
subsequently measured at amortised cost using the effective interest

method, less provision for impairment.

2.17 Cash and cash equivalents
In the consolidated statement of cash flows, cash and cash equivalents
include cash in hand, deposits held at call with banks and other short-term

highly liquid investments with original maturities of three months or less.

2.18 Share capital and shares held for share option scheme
Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new ordinary shares or options are shown in

equity as a deduction, net of tax, from the proceeds.

Where the company's shares are acquired from the market by the Bank
of Communications Trust Limited for share option scheme, the total
consideration of shares acquired from the market (including directly
attributable incremental costs) is presented as shares held for share award

scheme.

TESTBRRMEE)

216 BRESRRAMERK
BUESFERABEBRREFAE
5 35 5 7 an 3 1R M AR 75 T B M Y 3R
TR o fid B UK B 5 5% K H A MR TE BB
BE—FHARKRE (MPEEFLE
BHET - BIATERRAERE) - BIDBRR
PEE - B 2V RFRPEE
FRKBRKE SRS TRET AN
E—TFHE BL2EME22 k&
EREBR AN F LM T 214 -

BWE SR L E b EBFIARSEE
RMIEHER  ARWABRM AR
B AR R ER AT E -

217 BE2RAELEEYD
RizeBRengxT RekReF
EYVREFERS  BTBROGER
REHBA=ZBAARNNE S
SRBMIKE -

2.18 BARMERESEFTENRSD
TRRNBEAER EEGBNET
BRSNS AR ER S
SIRMEFRIER D (EMERIE) o

fi Bank of Communications Trust
Limited R ST EIE BB EAR
Ak - METSEBEENRDNER
B(EEEERBHENAR) 20 A5
0 R Bt &l A AR -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.19 Trade payables

Trade payables are obligations to pay for goods or services that have
been acquired in the ordinary course of business from suppliers. Accounts
payable are classified as current liabilities if payment is due within one year
or less (or in the normal operating cycle of the business if longer). If not,

they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and subsequently

measured at amortised cost using the effective interest method.

2.20 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs
incurred. Borrowings are subsequently carried at amortised cost; any
difference between the proceeds (net of transaction costs) and the
redemption value is recognised in the statement of profit or loss over the

period of the borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are recognised as
transaction costs of the loan to the extent that it is probable that some
or all of the facility will be drawn down. In this case, the fee is deferred
until the draw-down occurs. To the extent there is no evidence that it
is probable that some or all of the facility will be drawn down, the fee is
capitalised as a pre-payment for liquidity services and amortised over the

period of the facility to which it relates.
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: };f NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CF BAHBmENE

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

220 Borrowings (continued)

Convertible bond (the “Bonds”) issued by the Company that contain
both a liability and equity components are classified separately into these
respective items on initial recognition. The fair value of the liability portion
of a convertible bond is determined using a market interest rate for an
equivalent non-convertible bond. This amount is recorded as a liability on
an amortised cost basis until extinguished on conversion or maturity of
the Bonds. The remainder of the proceeds is allocated to the conversion
option. The conversion option is classified as equity since the Group has
no contractual obligation to deliver cash or another financial asset nor to
deliver a variable number of shares to settle the option. It is recognised

and included in shareholders’ equity, net of income tax effects.

Borrowings are removed from the balance sheet when the obligation
specified in the contract is discharged, cancelled or expired. The
difference between the carrying amount of a financial liability that has
been extinguished or transferred to another party and the consideration
paid, including any non-cash assets transferred or liabilities assumed, is

recognised in profit or loss as other income or finance costs.

Where the terms of a financial liability are renegotiated and the entity
issues equity instruments to a creditor to extinguish all or part of the
liability (debt for equity swap), a gain or loss is recognised in profit or loss,
which is measured as the difference between the carrying amount of the

financial liability and the fair value of the equity instruments issued.

Borrowings are classified as current liabilities unless the Group has an
unconditional right to defer settlement of the liability for at least 12

months after the end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

221 Borrowing costs

General and specific borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended
use or sale, are added to the cost of those assets, until such time as the

assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted from

the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in

which they are incurred.

222 Deferred revenue and advance received from customers

Deferred revenue and advance received from customers represent the
consideration allocated to the goods to be delivered in future. Deferred
revenue also include government grants relating to property, plant and
equipment (Note 2.28). Deferred revenue is stated at the consideration
allocated less the amount previously recognised as revenue upon the

delivery of goods to the wholesalers or customers (Note 2.26).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

223 Current and deferred income tax

The tax expense for the period comprises current and deferred tax. Tax
is recognised in the consolidated statement of profit or loss, except to
the extent that it relates to items recognised in other comprehensive
income or directly in equity. In this case, the tax is also recognised in other

comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date in the countries
where the Company and its subsidiaries operate and generate taxable
income. Management periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax regulation is subject to
interpretation. It establishes provisions where appropriate on the basis of

amounts expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and liabilities
and their carrying amounts in the consolidated financial statements.
However, deferred tax liabilities are not recognised if they arise from the
initial recognition of goodwill, the deferred income tax is not accounted
for if it arises from initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the transaction
affects neither accounting nor taxable profit or loss. Deferred income
tax is determined using tax rates (and laws) that have been enacted or
substantively enacted by the balance sheet date and are expected to apply
when the related deferred income tax asset is realised or the deferred

income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against which the

temporary differences can be utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

2.23 Current and deferred income tax (continued)

Deferred income tax liabilities are provided on taxable temporary
differences arising from investments in subsidiaries, except for deferred
income tax liability where the timing of the reversal of the temporary
difference is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future. Generally the Group
is unable to control the reversal of the temporary difference for associates.
Only where there is an agreement in place that gives the Group the ability

to control the reversal of the temporary difference not recognised.

Deferred income tax assets and liabilities are offset when there is a legally
enforceable right to offset current tax assets against current tax liabilities
and when the deferred income taxes assets and liabilities relate to income
taxes levied by the same taxation authority on either the same taxable
entity or different taxable entities where there is an intention to settle the

balances on a net basis.

2.24 Employee benefits

The employee benefit expenses mainly include salary, bonus, allowances
and other expenditures incurred in exchange for the employee services. All
employee benefit obligations are recognised during the period when the
services are provided, and charged to the consolidated statement of profit

or loss or included in the cost of the related assets.

(a)  Pension obligations - defined contribution plans

A defined contribution plan is a pension plan under which the Group
pays fixed contributions into a separate entity. The Group has no legal
or constructive obligations to pay further contributions if the fund does
not hold sufficient assets to pay all employees the benefits relating to

employee service in the current and prior periods.

The Group pays contributions to publicly or privately administered pension
insurance plans on a mandatory, contractual or voluntary basis. The Group
has no further payment obligations once the contributions have been paid.
The contributions are recognised as employee benefit expenses when they
are due. Prepaid contributions are recognised as an asset to the extent

that a cash refund or a reduction in the future payments is available.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEMBHEM T
2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

110

(CONTINUED)

2.24 Employee benefits (continued)
(b)  Housing funds, medical insurances and other social insurances

Employees of the Group in the PRC are entitled to participate in various
government-supervised housing funds, medical insurance and other
employee social insurance plan. The Group contributes on a monthly
basis to these funds based on certain percentages of the salaries of the
employees, subject to certain ceilings. The Group's liability in respect of

these funds is limited to the contributions payable in each period.

2.25 Provisions

Provisions for legal claims are recognised when: the Group has a present
legal or constructive obligation as a result of past events; it is probable
that an outflow of resources will be required to settle the obligation; and
the amount has been reliably estimated. Provisions are not recognised for
future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the same

class of obligations may be small.

Provisions are measured at the present value of the expenditures expected
to be required to settle the obligation using a pre-tax rate that reflects
current market assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due to passage of
time is recognised as interest expense.

2.26 Revenue recognition

Revenue comprises the fair value of the consideration received or
receivable for the sale of goods in the ordinary course of the Group's
activities. Revenue is shown as net of value-added tax, returns, rebates and
discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue can be
reliably measured, it is probable that future economic benefits will flow
to the entity and when specific criteria have been met for each of the
Group's activities as described below. The Group bases its estimates on
historical results, taking into consideration the type of customer, the type
of transaction and the specifics of each arrangement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

226 Revenue recognition (continued)

(a)  Sales of goods — water products

The Group manufactures and sells a range of water products in the
wholesale. The Group also sells bottle preforms and caps to a related
party. Sales of goods are recognised when a group entity has delivered
products to the customers, the customers have full discretion over the
channel and price to sell the products, and there is no unfulfilled obligation
that could affect the customers’ acceptance of the products. Delivery
occurs when the products have been shipped to the specified location
and accepted by customers; the risks of obsolescence and loss have been

transferred to the customers.

(b)  Sales of goods — beer products

The Group manufactures and sells a range of beer products in the
wholesale. Sales of goods are recognised when a group entity has delivered
products to the customers, the customers have full discretion over the
channel and price to sell the products, and there is no unfulfilled obligation
that could affect the customers’ acceptance of the products. Delivery
occurs when the products have been shipped to the specified location
and accepted by customers; the risks of obsolescence and loss have been

transferred to the customers.

(c)  Sales of goods — water cards

Sales of water products to certain distributors or end customers are made
in form of water cards (“Water Cards Sales Arrangement”). Under the
Water Cards Sales Arrangement with the distributors, the distributors sell
the water cards to the end customers and use the logistics network, which
is designed by the Group with the Group's long-term cooperative logistics
suppliers, to deliver water products to the designated locations at the
request of the end customers when the water cards are redeemed before
the expiry dates; and relevant logistics expenses are charged to the Group.
Sales of goods under the Water Cards Sales Arrangement are deferred
as the Group has ultimate obligations towards the card holders. Sales of
goods under the Water Cards Sales Arrangement are recognised when the
water cards are redeemed by the end customers and the water products

are delivered, or when the water cards are expired, whichever is earlier.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

226 Revenue recognition (continued)

(d)  Interest income

The Group provides lending services to third parties in Hong Kong with
relevant license and earns interest as revenue. Related interest income is

recognised in a time proportion basis using effective interest method.

(e)  Rental income
Rental income from leasing of a production line is recognised in the
statement of profit or loss on a straight-line basis over the term of the

lease.

227 Interest income

Interest income is recognised using the effective interest method. When a
loan and receivable is impaired, the Group reduces the carrying amount to
its recoverable amount, being the estimated future cash flow discounted
at the original effective interest rate of the instrument, and continues
unwinding the discount as interest income. Interest income on impaired
loan and receivables are recognised using the original effective interest

rate.

2.28 Government grants
Grants from the government are recognised at their fair value where there
is a reasonable assurance that the grant will be received and the Group

will comply with all attached conditions.

Government grants relating to costs are recognised in the consolidated
statement of profit or loss over the period necessary to match them with

the costs that they are intended to compensate.

Government grants relating to property, plant and equipment are included
in non-current liabilities as deferred revenue and are credited to the
consolidated statement of profit or loss on a straight-line basis over the

expected lives of the related assets (Note 2.22).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

229 Operating leases

Leases in which a significant portion of the risks and rewards of ownership
are retained by the lessor are classified as operating leases. Payments made
under operating leases as lessee (net of any incentives received from the
lessor) are charged to the consolidated statement of profit or loss on
a straight-line basis over the period of the lease. Rental received under
operating leases as lessor (net of any incentives given to the lessee) is
recorded in the consolidated statement of profit or loss on a straight-line

basis over the period of the lease.

2.30 Dividend distribution
Dividend distribution to the Company's shareholders is recognised as
a liability in the Group's financial statements in the period in which the

dividends are approved by the Company's shareholders.

231 Share-based payments

Equity-settled share-based payment transactions

The Group operates an equity-settled, share-based compensation plan,
under which the entity receives services as consideration for equity
instruments (options) of the Group. For equity-settled share-based
payment transactions, the Group measures the goods or services received,
and the corresponding increase in equity, directly, at the fair value of the
goods or services received, unless that fair value cannot be estimated
reliably. If the Group cannot estimate reliably the fair value of the goods
or services received, the Group shall measure their value, and the
corresponding increase in equity, indirectly, by reference to the fair value
of the equity instruments granted. The fair value of the services received in
exchange for the grant of the options is charged to the statement of profit

or loss when the services are received.

At the end of each reporting period, the Group revises its estimates of the
number of options that are expected to vest based on the non-marketing
performance and service conditions. It recognises the impact of the
revision to original estimates, if any, in the statement of profit or loss, with
a corresponding adjustment to equity. When the options are exercised,
the Company issues new shares. The proceeds received net of any directly
attributable transaction costs are credited to share capital (and share

premium).
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: };f NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CF BAHBmENE

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks: market risk
(including currency risk, cash flow and fair value interest rate risk), credit
risk and liquidity risk. The Group's overall risk management programme
focuses on the unpredictability of financial markets and seeks to minimise

potential adverse effects on the Group's financial performance.

This note explains the Group's exposure to financial risks and how these
risks could affect the Group's future financial performance. Current year
profit and loss information has been included where relevant to add

further context.

3.1 Financial risk factors

(a)  Market risk

(i)  Foreign exchange risk

The functional currency of a majority of the entities within the Group
is RMB and most of the transactions are settled in RMB. However, the
Group is exposed to foreign exchange risk arising from its cash exchange

transactions, which are primarily denominated in HKD.

To mitigate the impact of exchange rate fluctuations, the Group continually
assesses and monitors its exposure to foreign exchange risk. During the
year ended 31 December 2017, management did not consider it necessary
to enter into any hedging transactions in order to reduce the exposure to
foreign exchange risk, because the exposure, after netting off the assets

and liabilities subject to foreign exchange risk, is not significant.

As at 3| December 2017, if RMB had weakened/strengthened by 5%
against HKD with all other variables held constant, the total net assets
of the Group would have been approximately RMB61,244,000 (2016:
RMB68,482,000) higher/lower respectively, mainly as a result of foreign
exchange translation of the financial statements for the Company and its
Hong Kong subsidiary whose functional currency is HKD; the post-tax
profit for the year would have been RMB2,490,000 (2016: RMB4,789,000)

higher/lower.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 Financial risk factors (continued)

(a)  Market risk (continued)

(i) Cash flow and fair value interest rate risk

The Group's borrowings obtained at variable rates expose the Group to
cash flow interest rate risk which is partially offset by cash held at variable
rates. During 2017 and 2016, the Group's borrowings at variable rates
were all denominated in RMB. At 3| December 2017, if interest rates on
RMB-denominated floating-rate borrowings had been 5% higher/lower with
all other variables held constant, post-tax profit for the year would have
been RMB382,000 (2016: RMB298,000) lower/higher, mainly as a result of

higher/lower interest expense on floating-rate borrowings.

At 31 December 2017, the Group has bank borrowings amounting to
RMB136,000,000 (2016: RMB236,000,000) and convertible bond of
RMB432,340,000 (2016: RMB458,066,000) at fixed interest rates and these
expose the Group to fair value interest rate risk. As at 31 December
2017, the carrying amounts of bank borrowings with fixed interest rates
approximated their fair value due to their short tenures and the influence
of fair value interest rate risk is marginal. If market interest rate for the
convertible bond had been 5% higher/lower with all other variables
held constant, the fair value of the convertible bond would have been
RMB2,141,000 (2016 RMB3,681,000) lower/higher. There was no impact
on the Group's post-tax profits or net assets given the liability portion of

the convertible bond is carried at amortised cost.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 Financial risk factors (continued)

(b)  Credit risk

Credit risk is managed on a group basis. Credit risk arises from cash and
cash equivalents, trade receivables and other receivables. The carrying
amounts of cash and cash equivalents, trade receivables and other
receivables, represent the Group’s maximum exposure to credit risk in

relation to those financial assets.

Substantially all of the Group's cash and cash equivalents are held in major
financial institutions located in the PRC including the Hong Kong Special
Administrative Region, which management believes are of high credit
quality. There was no recent history of default of cash and cash equivalents

from such financial institutions/authorities.

The Group's trade receivables due from three single external customers
are approximately RMB95,049,000, representing 40% of the balance of
the Group's trade receivables as at 31 December 2017 (2016: two single
external customers; RMB63,063,000, 33%). In view of the history of
business dealings made with these three customers and the sound financial
position and reputation of these three customers, management believes
that there is no material credit risk inherent in the Group’s outstanding
receivables balance due from these three customers. The Group's other
trade receivables are due from other third parties and associates (Note
40). The Group performs ongoing credit evaluations of the financial
condition of its customers/debtors on an individual basis, taking into
account their financial position, past experience and other factors, and
generally does not require collateral from the customers/debtors on the
outstanding balances. Based on the expected realisation and timing for
collection of the outstanding balances, the Group maintains its provision
for doubtful accounts and actual losses incurred have been within
management's expectation, and management believes that there is no
material credit risk inherent in the Group's outstanding trade receivables
balances. In the event that the Group fails to collect the outstanding trade
receivables due from the three single external customers, the Group's

financial position and operating results will be adversely affected.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 Financial risk factors (continued)

(b)  Credit risk (continued)

As at 31 December 2017, the Group has other receivables of
RMB175,022,000 (2016: RMB249,770,000) which are mainly loans to
several independent third parties amounting to RMB140,194,000 (2016:
RMB156,944,000) and loan to an associate amounting to RMB30,000,000
(2016: RMB54,821,000). Management performed credit evaluations of
the financial conditions of the counter parties and considered that these
loans and cash advances will be repaid on time with no collectability
risks; management concluded that no impairment provision was necessary
accordingly. In the event that the counter parties could not make payments
on time or default their payments, the Group's financial position and

operating results will be adversely affected.

There was no other financial asset carrying a significant exposure to credit

risk.

See Note |4 for further disclosure on credit risk.
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3 FINANCIAL RISK MANAGEMENT (CONTINUED) 3 HKEREREZ)

3.1 Financial risk factors (continued) 3.0 HBEBEEE)
(c)  Liquidity risk © mEMEE
Prudent liquidity risk management includes maintaining sufficient cash, the BENTHUEREREBEERAR
availability of funding through an adequate amount of committed credit MR REERANBREERE N
facilities and the ability to close out market positions. Due to the dynamic HEBUHPREe  RRMHEEEN
nature of the underlying businesses, the Group's treasury function allows N - ARASERBEBNBE
flexibility in funding by maintaining adequate cash and cash equivalents. - AEBNESHERBRERFTE

HWRELACEFEMUNRRETNE

EE e
Management monitors rolling forecasts of the Group's liquidity position EREEREERAEREEREAEE
based on the expected cash flows. MEE MBI RENTEA -
(i) Financing arrangements (i) BELH
The Group has the following undrawn bank borrowing facilities: AEEHARRARITERBENT -

As 2 Decembe
2017 016
—E-tF
RMB’000 RMB'000
ARBT T X
Fixed rate: [E] E =&
— expiring within one year — | FRE|H — 130,000
— expiring beyond one year e = 34,000
= 164,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS i

FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 Financial risk factors (continued)

(c)  Liguidity risk (continued)

(i) Maturities of financial liabilities

The table below analyses the Group's financial liabilities in relevant
maturity groupings based on the remaining period at the balance sheet
date to the contractual maturity date. The amounts disclosed in the table

are the contractual undiscounted cash flows.
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© nEtEEE)

iy =HBEIEA
TERAMEEERZANT A FH
HRE S KB B AN RS E
MemBE RPMBEENEENSA
BRHNTHARTBERERE ©

Less than | year |-2 years 2-3 years
—FHUR —EZmE ME=F
RMB’000 RMB’000 RMB’000
AR®T AR®T R AR®T R
Group N |
At 31 December 2017 R-ZB—tH+=-A=+—H
Bank borrowings RITER 438,254 — —
Convertible bond AR ES 26,331 451,574 —
Trade payables (Note 26) B S5k (MizE26) 92,841 — —
Other financial liabilities HitvemaE 279,926 — —
At 31 December 2016 R-ZB-XR"E+=A=+—H
Bank borrowings RITEN 467,229 193,951 —
Convertible bond ABRRES 28,177 28,177 483,231
Trade payables (Note 26) JERE SR (Mt 26) 78,055 — —
Other financial liabilities Hitema s 28,261 — —

The Group had no contingent liabilities as at 31 December 2017. As at 31
December 2016, the Group had contingent liabilities of RMB260,000,000
which representing financial guarantee provided to an associate. There is
no material liquidity risk arising from the financial guarantee provided by

the Group.
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FINANCIAL RISK MANAGEMENT (CONTINUED) 3

3.2 Capital risk management

The Group's objectives when managing capital are to safeguard the
Group's ability to continue as a going concern in order to provide returns
for shareholders and benefits for other stakeholders and to maintain an

optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust
the amount of dividends to be paid to shareholders, return capital to

shareholders, issue new shares or sell assets to reduce debt.

The Group's capital is mainly from equity funding and borrowings from
banks for the year ended 31 December 2017.

Consistent with others in the industry, the Group monitors capital on the
basis of the gearing ratio. This ratio is calculated as borrowings divided
by total capital. Total capital is calculated as “equity” as shown in the

consolidated balance sheet plus borrowings.

The gearing ratios as at 31 December 2017 and 2016 are as follows:
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2017 016
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RMB’000 RMB'000

ARET R
Bank borrowings (Note 28) RITEF(HIFE28) 431,000 646,000
Convertible bond-liability component (Note 29) AJ# & &% — & EZ 5 (FI7E29) 432,340 458,066
Total equity =B 3,174,388 3,494,564
Total capital BAREE 4,037,728 4,598,630
Gearing ratio EES/LX 21.38% 24.01%




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT (CONTINUED)

3.3 Fair value estimation
This section explains the judgements and estimates made in determining
the fair values of the financial instruments that are recognised and

measured at fair value in the financial statements.

The table below analyses the Group's financial instruments carried at fair
value as at 31 December 2017 and 2016 by level of the inputs to valuation
techniques used to measure fair value. Such inputs are categorised into

three levels within a fair value hierarchy as follows:

®*  Quoted prices (unadjusted) in active markets for identical assets or

liabilities (level 1).

° Inputs other than quoted prices included within level | that are
observable for the asset or liability, either directly (that is, as prices)

or indirectly (that is, derived from prices) (level 2).
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3 FINANCIAL RISK MANAGEMENT (CONTINUED) 3 HKEREREZ)
3.3 Fair value estimation (continued) 33 DABEMREE)
® Inputs for the asset or liability that are not based on observable o ZEFBRBVIFKEAIHEMS

market data (that is, unobservable inputs) (level 3).

REMAAEETE

Recurring fair value measurements

BENBACIETBEREA)
(%38 -

At 3| December 2017 R-ZE—+tH&+=-A=+—H Note Level 3
Bt %38
RMB’000
ARBT R
AFS AfHESREE
— Investments in structured financial products (a) —BREREBRIEEMER 2) 175,884
— Investment in CRE (b) —RERTHIRE (b) 18 58,000
— Investment in Beijing GT Express Limited —RENILREBERBRAA] 18 7,297
("GT Express") (b) (BBES])b)
Total assets mEE 241,181
Recurring fair value measurements REMAARBESE
At 31 December 2016 R-ZZ-A"F+ZA=t—-H
AFS AfHESREE
— Investments in structured financial products —RERGEBEMED 186,230
Total assets HEE 186,230
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FINANCIAL RISK MANAGEMENT (CONTINUED)

3.3 Fair value estimation (continued)
As at 31 December 2017 and 2016, the Group's financial assets that were
measured at fair value represented its investments in AFS. The fair value

hierarchy was all under level 3.

(a) As at 31 December 2017, certain of the Group's level 3 financial
instruments are related to structured financial products issued by
a commercial fund company, with return based on the underlying
investments mainly in debt instruments and are not traded in an
active market. The fair value is determined by using valuation
techniques such as expected return from the underlying investments.
These valuation techniques maximise the use of observable market
data where it is available and rely as little as possible on entity

specific estimates.

(b) As at 31 December 2017, certain of the Group's level 3 financial
instruments are related to investment in CRE and GT Express. As
the Group has no right to participate in these companies” operational
decision making process, these investments were classified as AFS
and recognised as level 3 financial assets. The fair value of these
AFS investments were determined based on the market transaction
prices. Given the above investments were made at arm’s length and
close to the reporting date, management do not expect any fair

value changes since the acquisition.

There were no transfers between Levels 2 and 3 during the year. There

were no other changes in valuation techniques during the year.
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: };f NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
CF BAHBmENE

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements requires the use of accounting
estimates, which, by definition, will seldom equal the actual results.
Management also needs to exercise judgement in applying the Group's

accounting policies.

Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future

events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The
resulting accounting estimates will, by definition, seldom equal the related
actual results. The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and

liabilities within the next financial year are addressed below.

(@)  Depreciation and amortisation

The Group's management determines the residual value, useful lives and
related depreciation charges for its property, plant and equipment. This
estimate is based on the historical experience of the actual residual value
and useful lives of plant and equipment of similar nature and functions.
[t could change significantly as a result of technical innovations and
competitor actions in response to severe industry cycles. Management will
increase the depreciation charge where residual value or useful lives are
less than previous estimates, or it will write-off or write-down technically
obsolete or non-strategic assets that have been abandoned or sold. The

current estimated useful lives are stated in Note 2.8.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

(b)  Income taxes

The Group is subject to income taxes in numerous jurisdictions. Significant
judgement is required in determining the provision for income taxes.
There are many transactions and calculations for which the ultimate tax
determination is uncertain. The Group recognises liabilities for anticipated
tax audit issues based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will impact the
current and deferred income tax assets and liabilities in the period in which

such determination is made.

Where the expectation is different from the original estimate, such
differences will impact the recognition of deferred tax assets and taxation

in the periods in which such estimates are changed.

Dividends derived from the Company's subsidiaries in the PRC earned
after | January 2008 are subject to withholding tax at the rate of 5%-10%.
The Group reassessed its needs to make distributions out of its subsidiaries
in the PRC. As a result, withholding income tax has been provided for the
undistributed profits to the extent they are expected to be distributed in

future.

Deferred tax assets relating to certain temporary differences are recognised
as management considers it is probable that future taxable profit will be

available against which the temporary differences can be utilised.

() Impairment review

() Goodwill arising from acquisition of a subsidiary —Tiandi Green (Note 10)

The Group tests annually whether goodwill has suffered any impairment
in accordance with the accounting policy stated in Note 2.9.1. The
recoverable amounts of CGU have been determined based on value-in-use

calculations. These calculations require the use of estimates.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

() Impairment review (continued)

(1) Goodwill arising from acquisition of a subsidiary —Tiandi Green (Note 10)
(continued)

The table below summarised the key assumptions used in the goodwill

impairment review and the impacts to the value-in-use calculations upon

unfavourable movements of the key assumptions:

BEEst b R &)

() RIEEHE)

() WKEENE L 7] — KAAR BEEH
B 10)(E)

TREAHERESHRMANEE

CEFEE IE RN STt

REEFENTE

Decrease of

Movement of

Assumptions used key assumptions value-in-use
Fr AR IERRED EREERD
(RMB’000)
(AR®BF )
Compound annual revenue growth rate 1.4%~8.3% Decrease by 1% 76,241
ERFRABRE TR 1%
Long-term growth rate 4.0% Decrease to 3% 68,824
REER X TREZE3%
Gross margin 47.7% Decrease by 5% 200,296
EF = 5%
Pre-tax discount rate 15.4% Increase to 16.4% 125,555
DRI RS RS EINE16.4%
Government subsidy income Continued government Discontinued government 33,178

subsidy income from 2018 subsidy income from 2018

onwards onwards
BUT A8 R A BT - \FRBENNE BT /\FRELBS/EES
B WA

Based on management's analysis, the goodwill arising from acquisition of
Tiandi Green will not suffer impairment loss upon happening of any one of

the above mentioned changes of key assumptions.

(i) Investment in an associate — Highland Natural Water

The Group engaged an independent valuer to perform impairment analysis
for investment in Highland Natural Water when there is any indicator
for impairment noted in accordance with the accounting policy stated in
Note 2.5 and Note 2.1l. The recoverable amounts of CGU have been
determined based on value-in-use calculations. These calculations require

the use of estimates.

ERNEEBNAN - B LM EF —
BXERREDELE  WBERHZ
ERELNEER TG ELEINE -

(i)  RBERE—-FBEXAKORE
RIEMEE 25 MM a2 @5t HR - &
AEBBRFHELRE - §5 ABIL
AHE RIS R RR AR KB EITRIE
A REELEMNTRESER
REMBENENEETE - BHHE
RERAE
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS 4 BEEESHETTRAEE)

(CONTINUED)

(c)  Impairment review (continued) (0 REZRHE)

(i) Investment in an associate — Highland Natural Water (continued) (i) REELD A —mRAAKEGRE
(&)

The table below summarised the key assumptions used in the impairment TREMRERRAKNRENRE

review for investment in Highland Natural Water and the impacts to EHRRMANTIERELTERR

the value-in-use calculations upon unfavourable changes of the key BANEBRETHAEERTENTE

assumptions:

Movement of Decrease of

Assumptions used key assumptions value-in-use

Fr AR FTERZRE ERAEERS
(RMB’000)
(AR®T )

Compound annual revenue growth rate  19.5%~28.5% from 2018 to ~ Decrease by 1% 211,657
2021; 8.5% ~ 18.5% from
2022 to 2026

BRFRALEREX —E-N\FE_E_—F T 1%
19.5%~28.5%  —EZZF&F
“EBTRFBS5% ~ 185%
Long-term growth rate 3.0% Decrease to 2% 83,686
REERX TERE%
Gross margin 49.5%~57.2% Decrease by 5% 288,004
EH% TF&5%
Pre-tax discount rate 12.6% Increase to 13.6% 155,360
DL BINE13.6%
Government subsidy income Continued government Discontinued government 19,891
subsidy income from 2018 subsidy income from 2018
onwards onwards
BT R A BT /\FEFERFE BT \FRELBFHY
R WA
Based on management’s analysis, the negative movements of the key ERERENSIT  ERAENEE
assumptions in the table above are unlikely to happen and thus no BERIAAIJEZELEEMEE  WEHZE
impairment loss is noted for the investment in Highland Natural Water for ZE+F+A=+—HLEFER
the year ended 3| December 2017 (Note 12). RERRAKEEEREREFRE

EE (T 2) -
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
(CONTINUED)

() Impairment review (continued)

(i) Trade and other receivables

Management assesses the impairment of trade and other receivables
according to trade and other receivable's aging, management's prior
experience and customers’ conditions as well as applying management's
judgments and estimates when determining the impairment to be
recognised. Based on management's best estimates, trade receivables
amounting to RMB38,000 were impaired as at 31 December 2017 (2016:
RMB1,995,000) (Note [3). Where the basis of judgements and estimates
is different from the initial assessment, such differences will impact the
provision for impairment and the carrying values of the trade and other

receivables in the year.

(d)  Share-based payment

The Group granted share options to a major customer that provide right
to the customer to purchase ordinary shares of the Company at a fixed
price when certain vesting conditions could be met by the customer within
the vesting period. During assessment of the possibility for the customer
to meet the vesting conditions, management considered the current
completion progress for the vesting conditions and future expected
performance of the customer in relation to the vesting conditions, which

require significant judgement.

BEEst b R &)

() RIEEHE)

(i) FEWE B30 R E M JEW
EHETURRNAER BEER
R PR WU 5 5% I L A R R AR R -
ERENBALCRNEPMGERE
REEEMHE MG - FHEKRE
SHREMERRORE ERER
EWMREMT RZT—tF+=A
=+—HERKRESHAR® 380007
(Z2—RF : AR¥1,995,0007T) (Fff
FI3)EBREE . BHEMEFHE
W EBKUNTEEER EBEER
KR e RRERE  RERESHK
REA BN R ZF R EE ©

(d) REOERGEH
AEER—ZETERPRLBERE -
ERBRERNZEFRMEEN  EZ
EPREBHAREE THEBGH
B HAREEEBEREEAAALA
o RETEZEP MERBIEMHET
B BEREERTHRBRUNE
AITTKEEREFPBBEBGRLHIK
REMER  ZEEERETERH
K o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION

Management has determined the operating segments based on the reports

reviewed by the executive directors of the Company that are used to

make strategic decisions.

@
()

(i

Description of segments and principal activities

Water segment

The principal activities of the Group are manufacturing and selling
a range of water products through wholesales in the PRC, selling
bottle preforms and caps to a related party and providing lending

services to third parties in Hong Kong with relevant license.

Beer segment
The Group manufactures and sells a range of beer products mainly
in Tibet of the PRC through wholesales.

The executive directors of the Company assess the performance of
the operating segments based on review of their revenue, cost of

sales and gross profit.

e B EM T

7 EHEHR
ERERBEARANTESANEL
BRRARMEMNRESETTEED

& o

(@)
®

(i

PBERAREBEK

K5
AEENFEEBARTERE
RHEKER(BBRILE)  m—
LR EERTE RIS U KR
HEB I REEE= HIRHEE
R o
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AL EE 2R B R &
EWEERCERILE) -

AREHITESTENEHEA -
HERAREFNERHELED
HRR R IETTRHS

i’
(A
L

129



'$Mﬁ
: %:f NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

b REBEENE
5  SEGMENT INFORMATION (CONTINUED) 5 oBERE)
(b)  Segment information disclosures (b) ZDHERHRE
Sales between segments are based on the agreed terms between 7 BRI E T E R M E 2 2 1
both segments. The revenue from external parties reported to BVETEST - RARIMITESE
the executive directors of the Company is measured in a manner RENABINDEFPHWAZE
consistent with that in the statement of profit or loss. REBEREZIE B A
E )
The amounts provided to the executive directors of the Company RRRTESERENEAR
with respect of total assets and total liabilities are measured in a BERBEABENBERENTE
manner consistent with that of the financial statements. BREVNE-BNAAE -
The segment information provided to the executive directors of BE_Z—+F+ZA=+—H
the Company for the reportable segments for the year ended 3| EEE  ARBMTESTEREM
December 2017 is as follows: B BRT 28D FH 5 EE R
T
Water Beer Inter-segment
segment segment elimination Total
XD WESE 2R Azt
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR¥Trn ARBTRT AR%Trn
Total segment revenue pansi L ONE 569,863 368,938 (6,914) 931,887
Cost of sales SHERMA 197,746 189,597 (6,914) 380,429
Gross profit for the year FEEF 372,117 179,341 — 551,458
Share of profit from associates  FE{GEEE A & FH 26,089 — — 26,089
Adjusted EBITDA* RRENEBMER
BsHRI A 280,275 216,384 — 496,659
Finance income Ml 15,745 12,212 — 27,957
Finance costs B8 (28,246) (9,956) — (38,202)
Depreciation and amortisation #7884 (23,895) (53,992) — (77,887)
Profit before tax BR PR S BEAI A 243,879 164,648 — 408,527
Income tax expenses B &R (26,062) (14,791) — (40,853)
Profit for the year FEFE 217,817 149,857 — 367,674
* Earnings before interest, taxes, depreciation and amortisation * FE - Bl rENEHEND
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS i

SEGMENT INFORMATION (CONTINUED)

Segment information disclosures (continued)

GAUBRENE

Iriy
L

4

5 oEMER(E)
(b) PHEMEE(E)

Water segment Beersegment Total
b | H 2 B st
RMB’000 RMB’000 RMB’000
ARBTR ARETR ARBTR
Segment total assets DEBEEE 2,921,108 2,313,375 5,234,483
Investments accounted for using f# A m/EARKIZE
equity method 1,326,300 = 1,326,300
Unallocated ROE
AFS ARLESREE 241,181
Deferred income tax assets BIEFRENEE 2,895
Corporate assets rEERE 103,733
Inter-segment elimination 5 BB Fel 1 84 (1,033,252)
Total assets nEE 4,549,040
Segment total liabilities N EE R 1,050,458 362,552 1,413,010
Unallocated ROE
Deferred income tax liabilities  ELEFTEHAE 18,572
Corporate liabilities TrEER 440,024
Inter-segment elimination 5 BB FEl 1 34 (496,954)
Total liabilities BEME 1,374,652
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

HEMBHEM T
5  SEGMENT INFORMATION (CONTINUED)

(b)

Segment information disclosures (continued)

The segment information provided to the executive directors of

the Company for the reportable segments for the year ended 31

December 2016 is as follows:

PEHER(#F)
(b) PHEMEE(E)

BE-F-A<E+-A=t-A
LLERE - ARARTEFERS
HEBT S By BAR

T

Water Beer Inter-segment
segment segment  elimination Total
k5 EESEH oA st
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TRT AR®BTR AR¥TR AR%Tn
Total segment revenue ak: L UNE 484,442 388,001 (4351) 868,092
Cost of sales THEM AR 152,489 200,270 (4,351) 348,408
Gross profit for the year FEER 331,953 187,731 — 519,684
Share of profit from associates JE(GE# & A A1 H)/E 26913 — — 26,913

Adjusted EBITDA RRBH) BT E R

EIRIYE 273,659 223,671 — 497,330
Finance income Cupr L 19,742 1,296 — 21,038
Finance costs B%ER (31,502) (8,774) — (40,276)
Depreciation and amortisation 7T & & # §5 (23,383) (53,860) — (77,243)
Profit before tax BR P45 35 AA 238,516 162,333 — 400,849
Income tax expenses FrEHE M (26,308) (15,386) — (41,694)
Profit for the year FERE 212,208 146,947 — 359,155
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEGMENT INFORMATION (CONTINUED)

(b)

Segment information disclosures (continued)

GAHBHRENE
e
¥

4

5 oEMER(E)
(b) PHEMEE(E)

Water segment Beer segment Total
K& W5 2 & #st
RMB’000 RMB’000 RMB’000
ARBTR ARET R ARBT R
Segment total assets NEREE 2,344,374 2,267,631 4,612,005
Investments accounted for using f# A m/EARKIZE
equity method 1,307,508 — 1,307,508
Unallocated RAE
AFS Tfﬁﬁﬁéﬁﬁﬁﬁ 186,230
Deferred income tax assets ERRTSHEE 2818
Corporate assets TrEREE 406,300
Inter-segment elimination 7 BB FEl 84 (389,285)
Total assets BREE 4,818,068
Segment total liabilities DEBERE 645,763 575,170 1,220,933
Unallocated KA
Deferred income tax liabilities  ELEFTEHEE 20,652
Corporate liabilities TrEAE 471,204
Inter-segment elimination 7 BB 8 (389,285)
Total liabilities BEE 1,323,504
Entity-Wide information A5 E SR
Breakdown of total revenue by category is shown in Note 6, IR B 5 0 48 4\ BR AR R B
6o
Revenue from external customers of the Group were derived in the HE-_Z—tFR-_ZT—XF
PRC for the years ended 31 December 2017 and 2016. TZA=+T—HIEFERERI
HEPHRABTEES -
Non-current assets, other than financial instruments and deferred RZT— ti& —R"Et+Z
income tax assets are all located in the PRC as at 31 December A=+— 3F7/|LE§F(%EE
2017 and 2016, TARE L’tﬁfr WEERINY
fIR B -
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N
5  SEGMENT INFORMATION (CONTINUED) 5 oEHERE)
(b)  Segment information disclosures (continued) (b) PHEMEE(E)
Entity-Wide information (continued) BR#EELH(E)
During the year 2017, sales of approximately RMB 102,699,000 (2016: RZB—tF KOBHER
RMB89,107,000) are derived from an associate in the water segment AR 102,699,000 T(ZF— X
and sales of approximately RMB93,630,000 (2016: RMB96,384,000) F: AR ¥89,1070007T) %k B
are derived from one single external customer in the beer segment. E’\*FEJ R /NSRS
EHARKI363000T(=F
—NF: AR 963840007 )
RER—BE—INBEPS -
6  REVENUE 6 KA
Revenue from external customers are derived from the sales of water SNERE PRI A R B R 8 B K E m &
products and beer products. The Group also sells bottle preforms and BHER  AEETHEERERAE
caps, leases a bottled water production line to an associate, provides T — e & A B R A & AR AR
lending services to third parties in Hong Kong with relevant license. —IRMEOKEER - SRR
Breakdown of the revenue is as follows: A& B %= REME RS - WA
mmT
ended 31 Decembe
3] H = £
2017 016
—E-tF
RMB’000 RMB'000
ARETR R
Sales of water products IKEMIFE 465,307 395,335
Sales of beer products 8B E M iHE 362,024 383,650
Sales of bottle preforms and caps (Note 40) MR RS E (MiE40) 100,648 87,056
Rental of a bottled water production line (Note 40) FERFEK4EEL(FIE40) 2,051 2,051
Interest income from lending services provided PR L8 ARG 2 A M R B A 1,857 —
931,887 868,092
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Revenue from external customers of the Group were derived in the PRC
for the years ended 3| December 2017 and 2016.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS E
FEBBRENZ

1w
iF
«
LAND USE RIGHTS 7  LifERRE
ded De b
3 H = =
2017 016
—E-tF :
RMB’000 RMB'000
ARMT T K
At beginning of year F1) 30,693 31,417
Amortisation charge (Note 31 & 37) BEBR (M3 R37) (724) (724)
At end of year FR 29,969 30,693

The Group's interests in land use rights represent operating lease assets.
All of the Group's land use rights are located in the PRC and each has a

lease period of 50 years.

As at 31 December 2017, land use rights with net book value of
RMB29,892,000 (2016: RMB30,615,000) were pledged for bank borrowings
with carrying amounts of RMB66,000,000 and RMB 190,000,000 (Note 28).

REETHFAENERELC2HE
BE A£EMAETHFEAEHUR
e HEHRHASF o

RZE—+tF+=-A=+—H" ' Kk
EFEFEABAREK298992007T(ZF
—NE: AR®306150007T ) 8t

wiEAECRER TREBEAARS
66,000,000 7T K2 A K # 190,000,000 7T
HOSRATRE AR (PMIRE28) ©
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e BT

PROPERTY, PLANT AND EQUIPMENT

8 M- BERRHE

Construction

Buildings  Machinery Vehicles Others in progress Total
£ W L] Rt ERIE @it
RMB'000 ~ RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
AE®TR ARETn ARETR AR%Tn ARETR ARET:R
At | January 2016 RZE-7%-5-A
Cost WA 155390 681,376 3,152 51512 6686 959,29
Accumulated depreciation ZithE 9431) (251529 (1891) (18629 —  (30147¢)
Impairment (a) R (@) - 2311 — — — (2311
Net book amount REFE 125959 42753 1,261 33,867 66862 655505
Year ended 3| December 2016 HE-E-RE
TZR=+-HLEE
Opening net book amount ENRETE 125,959 427536 261 33,887 66,862 655,505
Additions hE 1,307 2335 — 692 13981 18,315
Transfer upon completion TREGEE — 23,204 — — (23204) —
Depreciation charges (Note 31 &37)  FEBM(ME3I R37) (6895) (44941 (267)  (2330) — (44
Closing net book amount EXRERE 120,371 408,134 994 30249 57,639 619,387
At 31 December 2016 R=Z-AE+=A=1-H
Cost WA 156697 706915 3,152 5304 57639 977,607
Accurnulated depreciation ZithE (36326)  (296470) (2158)  (20955) — (355909
Impairment (a) R (@) — 2311 — — — (2311
Net book amount REFE 120371 408,134 994 32,49 57,639 619,387
Year ended 3| December 2017 BEZ-E-tF
TZR=+-HLEE
Opening net book amount ENEETE 120371 408,134 994 32,249 57639 619,387
Additions RE 2,390 6,854 403 1917 30,849 4413
Transfer upon completion ke 332 13,428 = = (13,760) =
Reclassification between categories Rl HENDE
- Cost -KA 30,884 - - (30,884) - -
— Accumulated depreciation -&itTE (6,354) = = 6,354 = =
Depreciation charges (Note 31 &37)  MEBRA(ME3I R37) (5474)  (47.866) (170) (1,567) — (55,077)
Closing net book amount EXRERE 142,149 380550 1,227 8,069 74728 606,723
At 31 December 2017 R=Z2-tF+ZA=1-H
Cost WA 190303 727,197 3,555 24,237 74728 1020020
Accurnulated depreciation ZithhE (48,154) (344,336 (2328)  (16,168) —  (410,986)
Impairment (a) AfE () = (2311) = = = (2311)
Net book amount REFE 142,149 380,550 1,227 8,069 T4T8 606723




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS f -

8 PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

(a) Certain idle machineries with the cost amounting to RMB2,978,000
(2016: RMB2,978,000) were considered obsolete before 2012, and
an impairment provision of RMB2,311,000 (2016: RMB2,311,000)
had been made accordingly based on the assets’ fair value less costs

to sell.

Depreciation of property, plant and equipment has been charged to

the consolidated statement of profit or loss as follows:

GAUBRENE

Iriy
L

4

ME - BERRE(E)

@) RZZE——Fp KEABARE
2978000L(ZE—RF : AR
#2978000 7T ) B E T B # a8
WRIEREE  WIREBEEENAA
EBERHEEXABEELARE
2311,0007t(ZE—RF: AR
# 2,311,000 7T ) BOSR (B B o

nE  BEERRBHECREA
Ba R - FEWT

ded De b
3] H = S
2017 016
—E—+tF
RMB’000 RMB'000
AR¥TR B
Cost of sales HEMRA 50,469 49,536
Selling and distribution expenses HERDIHER 51 73
Administrative expenses THER 4,557 4,824
55,077 54,433

As at 3| December 2017, the Group was in the process of applying
for registration of the ownership certificates for certain of its buildings
with an aggregate net book value of approximately RMB341,000 (2016:
RMB361,000). The executive directors of the Company are of the opinion
that the Group is entitled to lawfully and validly occupy or use these
properties.

RZE—+E+-A=+—0 K&
BEREREFELHARKE341,000T
(ZZ—7RF : ARK361,00070) %
TEFRFNEMEREBERL - ADQ
AMITEERANEEEREEAN
HRAERZEME -
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8  PROPERTY, PLANT AND EQUIPMENT (CONTINUED) 8 WX BERREE)
Interest of RMB2,611,000 has been capitalised in assets under construction HE_Z—tF+-_BA=1+—HIHF
for the year ended 31 December 2017 (2016: RMB2,347,000). Interest was B ERIBEBEBERNMCMBERAR
capitalised at the weighted average rate of its general borrowings of 2.44% 2611000 (ZEE—RNF: AR
(Note 33). 2,347,0007T) © F B —MREKMET

HFE244% B A (FIFE33) o

As at 3| December 2017, buildings with net book value of RZZE—+F+=-A=+—H" K@
RMBI01,291,000 (2016: RMB107,022,000) was pledged for bank FEAARE 101,291,000 (ZF—R
borrowings with carrying amounts of RMB66,000,000 and RMB190,000,000 F: AR¥107,022,000 T) IEFER
(Note 28). B TEREER AR 66,000,000 7T K&
AR¥ 190,000,000 TEHY$R1T 16 3K (KI5t
28) o
The category of machinery includes production line leased by the Group to KBNS BERASEREREHE
a related party under operating leases with the following carrying amounts: m—B@s T LENEES  REF
EMT :
ded De b
3] H = S
2017 016
—g—tg
RMB’000 RMB'000
ARMEF T K&
Cost ZZN 37,145 37,145
Accumulated depreciation at | January R—A—BE&:IE (18,015) (15,613)
Depreciation charge for the year FEHAEER (2,402) (2,402)
Net book amount BREHE 16,728 19,130
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INTANGIBLE ASSETS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GAUBRENE

¥y
i
<
9 BIEE

Distribution
Trade Name Network Total

(L 2 ERE At
RMB'000 RMB’000 RMB’000
ARETR AR®TR ARETR

Year ended 3| December 2016 HEZZ-—~F
+TZA=+—-HALEE
Opening net book amount FREFE 50,263 104,375 154,638
Amortisation charge (Note 31 & 37)  #$58 A (M 31 KM 37) (3,198) (18,888) (22,086)
Closing net book amount FRREFE 47,065 85,487 132,552
Year ended 3| December 2017 BE-E—tF
+TZA=+-ALEE
Opening net book amount FREFE 47,065 85,487 132,552
Amortisation charge (Note 31 & 37)  EESHEB A (HIFE31 RMIF37) (3,198) (18,888) (22,086)
Closing net book amount FRREFE 43,867 66,599 110,466
Amortisation of approximately RMB3,198,000 (2016: RMB3,198,000) is KN 3,198,000 TRV B S (—ZZ— <
included in the “Administrative expenses” and RMBI18,888,000 (2016 F: AR¥3,198,0007C)5F ABREH
RMB18,888,000) is included in “Selling and distribution expenses” in the [TTHEA] mAR 18,888,000 L)
statement of profit or loss. BE(ZT—RF: AK% 18888000
TR ABRENIHERDHER]
GOODWILL 0 meE
A De b
2017 016
E—tF
RMB’000 RMB'000
ARET T R
Goodwill kS 721,139 721,139
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GOODWILL (CONTINUED)
The goodwill of RMB721,139,000 was generated from acquisition of a

controlling stake in Tiandi Green in 2014. Tiandi Green was viewed as
one CGU within the beer segment. The recoverable amount of 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 covering a seven-year period when optimum market share
is expected to be reached. Cash flows beyond the seven-year period are

extrapolated using the estimated growth rates.

The key assumptions used for value-in-use calculations in 2017 and 2016

are as follows:

BmE(£)
AREET21,139000 T EEBELEN =
T— Ei%%?%ﬂﬁ@%%h%
RIbGEE AR AEEE D BAK—
BeELEN -BEeELE umﬂw
BeBHIENFEREENGTEETE
ZENEFRTEREREMAEN
BETHERAEAREINREMSNE
Wt FHRRANMBRENRAR SR
BN - BBRALFHRENBRESRED
FRMFIERERER -

“REFERCT-RFEREEN
AAEMERNEREROT
2017 016
—F-tF ]
|.4%~8.3% 4.0%~6.0%
4.0% 4.0%
47.7% 48.1%
15.4% 15.2%

Compound annual revenue growth rate & FUAILRE
Long-term growth rate REERR

Gross margin EFE

Pre-tax discount rate FRATELIR R
Government subsidy income [EGSEEECTON

Continued government
subsidy income from
2018 onwards

B2 \Fi
KEBUFRREBA

Continued government
subsidy income from
2017 onwards
A-T— i
SERT A

Revenue growth rate and gross margin are based on past performance and
management'’s expectations of market development. The long term growth
rates used are estimated with reference to industry forecasts. The discount

rate used is pre-tax and reflects specific risks relating to the business.

The Directors are of the view that there was no impairment of goodwill as
at 31 December 2017 and 2016.

WAREEREFRIREBERR
FEBEBHMSERNERHNE
A RBERERDSEZTREMG
Afe TREBBR R BRATARE &
BREL A B RV E LR o

EERAER - E—+ER-T—RF
TR+ —HBEETELREE -



SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The following is a list of significant principal subsidiaries of the Group as at

31 December 2017:

Tibet Zhongji Jiahua Industry Co., Ltd.
RETREZERERARLA

Tibet Glacier Mineral Water Co,, Ltd.
(“Tibet Glacier Mineral Water")

BRI BRKERAE
([BEA)IERK])

Beijing 5100 Management Consulting
Co, Ltd. (formerly known as
Beijing 5100 Enterprise Planning
Club Co, Ltd)

IRn-ZREEFARRLA
(ABERE-TELRRS
BERERLA))

Tibet Glacier Mineral Water
Marketing Co,, Ltd.

o

BRI Bk E AR AT

Tibet Tiandi Green Beverage
Development Co., Ltd.

ERASREHRERARAT

Wealth Keeper Ltd.

Wealth Keeper Ltd.

PRC/1 January 2004/Limited
liability company
RE/ZTEME-A-R/
BRAT

PRC/31 October 2005/Limited
liability company
tH/-ZFRETA=1-H
/EBRAA

PRC/13 July 2007/Limited
liability company

hE/
B

TRCFLATER/

Ayl

jeall]

A

>

PRC/2I April 2010/Limited
liability company

hE/ZZ-FEMAZT-H
/ERAT

PRC/28 April 2009/Limited
liability company
hE/ZZEAEMAZ TN
/ERAT

Hong Kong/30 October
2012/Limited liability company
BE/_B-_HtA=TR/
BRAT

2017
“8-tF

UsD16,000,000

16,000,000 % 7T

RMB
118,000,000
AR®
118,000,000 70
RMBI,000,000

AR%
1,000,000 72

RMB3,000,000

AR%
3,000,000
RMB
200,000,000
AR%
200,000,000
HKDI

| BT

USD16,000,000

16,000,000 % 7T

RMB
118,000,000
Nt
118,000,0007C
RMBI,000,000

AE®
100000070

RMB3,000,000

N
30000007
RMB
200,000,000
N
200000000 7C
HKDI

[T

GAUBRENE

¥y
e

<

M B A 7]
R-Z—+F+-_A=+—08 &&
EEATEMBLARIMNBENT :

=i & 8]
2017 016
—g-tf ;

100% 100%  Investment holding

100% 00% AR

100% 100%  Water products
manufacturing and sales

100% 00% REREEKER

100% 100%  Water products
market operation and
management

100% 00% KERTHEEREE

100% 100%  Water products
marketing, promotion,
distribution and
retailing

100% 00% 2% #E 2ER
ZEKER

100% 65%  Beer manufacturing
and sales

100% 65% WEEERHE

100% 100%  Investment holding

100% 00% REER
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% NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Il SUBSIDIARIES (CONTINUED) I HEARE)
= 'ILI I m Eg:
o1 MEL S A Ttk 4R g
d d 2017 016 2017 0l6
= —§-tf r R ;
Tibet 5100 Water Resources (HK) Ltd.  Hong Kong/6 September 2013/ HKD100 HKD100 100% 100%  Investment holding and
Limited liability company raw material purchases
and sales
ERSI0KER(BR)ERAR  BE/—F-ZFAARE/ 100 %7 00E7 100% 00% REZRREERE
BRAT
Hong Kong Fairly Well Capital Limited ~ Hong Kong/23 May 2016/Limited HKDI HKDI 100% 100%  Lending service
liability company
ARREEARERAT B/ 2 FRA-T=H |&7 Ko 100% 00%  HERHS
/ERAT
12 INVESTMENT IN ASSOCIATES 12 REEQRANRE
ded De b
3] H = z
2017 016
—E—t#E ;
RMB’000 RMB'000
AREF T B
Opening net book amount FHREEE 1,307,508 1,062,595
Additions NE — 218,000
Share of profits (Note 37) JEAE B (PREE 37) 26,089 26913
Transfer to AFS (a) BEZUHEEEREE () (7,297) —
Closing net book amount FRREFE 1,326,300 1,307,508
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12 INVESTMENT IN ASSOCIATES (CONTINUED) 12 REBEARNRE(E)
(a)  Prior to January 2017, the Group has 2% equity interests in GT () RZZE—+F—Af 2£ER

ERERBALE MAK
EEENEREWMESSRE-
ZEE-H-_T—tFE—A R
BRERERNGHE  BERERE
FTHABERMA  AEELE
ARZIES HIA2HER
EWHEERFBE - AL - K
SEXZHERERNEATE
7 ZBRERRBEARNRE
BHOBRATHRHESREE -

Express and the Group has the right to appoint one director in
the board of directors in GT Express. In January 2017, based on
agreement among shareholders, GT Express modified its articles
of association and the Group no longer has the right to appoint a
director nor to participate in the operational decision making process
in GT Express. Accordingly, the Group lost significant influence in
GT Express and such investment was reclassified from investment in

an associate to AFS.

EEEHNSRRAKOREETR
B - AW RO BT ERE
MEENFEEE - ZFHAEERT
ERNEEEHRAR  BETERRA
ZEIRENHHENNFHRROH
BRENHARSRERR - BEN
FHRNASRE R EFEREER
HER o

Management performed impairment analysis for the investment in Highland
Natural Water. The recoverable amount of the investment is determined
based on value-in-use calculations. These calculations use pre-tax cash
flow projections based on financial budgets approved by management
covering a nine-year period when optimum market share is expected to be
reached. Cash flows beyond the nine-year period are extrapolated using

the estimated growth rate.

“TELFER-TE-REEAEEN
AEMERNERRRMT

The key assumptions used for value-in-use calculations in 2017 and 2016

are as follows:

2017 016

g t%
Compound annual BRFRALERE 19.5%~28.5% from 2018 to 2021; | 14.2%~29.8% from 2017 to 2021;
revenue growth rate 8.5% ~ 18.5% from 2022 to 2026 | 5.0% ~ 13.0% from 2022 to 2026
“E-N\FEZSC--F B AFEEF
$19.5%~28.5% ; 5 14.2%~29.8% :
“—E-_FF-BNE TECCRCECRF
£8.5% ~ 18.5% £50% ~ 13.0%
Long-term growth rate REPERE 3.0% 3.0%
Gross margin EFE 49.5%~57.2% 58.1%~59.7%
Pre-tax discount rate TATELIR = 12.6% 13.0%
Government subsidy income EUEREETON Continued government subsidy Continued government subsidy
income from 2018 onwards income from 2017 onwards
B-Z-\FERERRBERA | E_TtFEBEINHEKA
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INVESTMENT IN ASSOCIATES (CONTINUED)

Revenue growth rate and gross margin are based on past performance and
management'’s expectations of market development. The long term growth
rates used are estimated with reference to industry forecasts. The discount

rate used is pre-tax and reflects specific risks relating to the business.

The Directors are of the view that there was no impairment of investment
in Highland Natural Water as at 3|1 December 2017 and 2016.

Set out below are the associates of the Group as at 31 December 2017.

RBELNTNRE(E)
WAREEREFNRIREBERR
FEBEBHMSEROEL
FANERHERXL2ETERNG
Af e TR R ARAMRE &
BR LTS B RV E LR o

EZRARR_T—LFR-FT—RF
TZA=1t—H ReRXAKNEK
BYEHFRE -

TXEIR-F—EF+ZA=1+—

ARSEBERT -

Place of business/ % of
country of  ownership Measurement
Name of entity incorporation interest Principal activities method
Exu¥ AR
BEREW 2K LER ESEEIL EFBRE
Tibet Highland Natural Water Limited The PRC 40 Manufacturing and Equity
distribution of water products
AmEERRBKERAT R 40 BUER D HKEMR e
Moutai Group Tibet 5100 Mineral The PRC 50 Distribution of water products Equity
Water Co., Ltd. ("Moutai 5100")
FEERERRRL - TTHERKERAA
([#F&5100]) F 50 IKEmID i
There is no contingent liability relating to the Group's interest in above hig3:zWN SE ) NP 0): kSN k: of
associates, and the proportion of ownership interest is the same as the mABNIABE BMERERL

proportion of voting rights held.

Summarised financial information for a material associate — Highland Natural
Water
Based on the opinion of the Directors, the Group has one associate -
Highland Natural Water that is considered as material. The tables below
provide summarised the financial information of the Highland Natural
Water.

I B P RAELLHIAAR

EWN-
EAY/N
BEESEHNER  A5EEE—ME
RAEOBERR —BRAAK  TRE
SIRBRARAKZ HHERBEE o

ARAMBERBE-SRX



INVESTMENT IN ASSOCIATES (CONTINUED)

Summarised financial information for a material associate — Highland Natural

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS i

GAUBRENE

REBEQNRWRE ()

Iriy
L

4

EXBEQAMBENPBRE-BRX

Water (continued) Rk (&)
Summarised balance sheet BEBEXEE
2017 016
—E—tE
RMB’000 RMB'000

ARETR S
Current TE
Cash and cash equivalents RelkBRe%EEY 252,277 158,60
Other current assets HReEE 131,569 160,123
Total current assets REEERRE 383,846 318,724
Borrowings famx (360,000) (290,000)
Other current liabilities HEtnBasE (128,912) (220,259)
Total current liabilities MBAERER (488,912) (510,259)
Total current net liabilities mEFEERRE (105,066) (191,535)
Non-current R E
Assets BE 729,693 753,820
Liabilities =N (35,765) (38,278)
Total non-current net assets R FEERE 693,928 715,542
Net assets FEE 588,862 524,007
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12 INVESTMENT IN ASSOCIATES (CONTINUED)

Summarised financial information for a material associate — Highland Natural

12 REEQRNRKREE)

EXBEQAMBENBR-BRX

Water (continued) Ak (&)
Summarised statement of comprehensive income PENmFPE
3 H = S
2017 016
—E-tF
RMB’000 RMB'000
ARETR S
Revenue WA 460,943 471,704
Pre-tax profit for the year FRBRBAFE 71,433 90,640
Income tax expense PS8 A (6,578) (8,318)
Post-tax profit for the year FRRBE RS 64,855 82,322
Other comprehensive income Hofth 2 E e — —
Total comprehensive income THKEHELE 64,855 82,322
Dividends received from an associate HEE AR ERRE — —

The information above reflects the amounts presented in the financial
statements of Highland Natural Water adjusted for differences in

accounting policies between the Group and Highland Natural Water.
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INVESTMENT IN ASSOCIATES (CONTINUED)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS f -

Summarised financial information for a material associate — Highland Natural

Water (continued)

Reconciliation of summarised financial information

Reconciliation of the summarised financial information presented to the

carrying amount of the Group's interest in Highland Natural Water:

GAUBRENE

Iriy
L

4

RBERTNRE (#)
EABEQAMBERBR-BRX
Rk (&)

HBEER B R
KENHBENBZEAEENR R
RN 0 B T (L A 0 B

endaead . ece DE
& H = =
2017 016
—E-tF
RMB’000 RMB'000
ARBTR K
Opening net assets | January R—A—BNFIFEE 524,007 368,223
Profit for the year FAFE 64,855 82,322
Valuation adjusted from additional acquisition BN R ERE — 73,462
Closing net assets ERFEE 588,862 524,007
Elimination of unrealised profit from AREBRNSPHEFNBEHEE
inter-company sales (512) (767)
Adjusted total net assets HEBRNEFEE 588,350 523,240
Interest in the associate (2017: 40%; 2016: 40% B & D AIHEZ
(from 23 September 2016 to 31 December (ZZ—1F : 40%
2016) and 33% (from | January 2016 to ZT—RF 40%
23 September 2016)) (BEZE—RFNANAZT=BZE
—E-RE+=ZA=+—8H)
E33%(BZF—AF—A—H
E-T-RFNAA=TZ=R)) 215,489 187,461
Goodwill HE 1,064,053 1,064,053
Carrying value FHEE 1,279,542 1,251,514
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13 TRADE RECEIVABLES FEWE 7 K
ded De b
2017 016
—B-tF :
RMB’000 RMB'000
ARBTR =
Trade receivables due from third parties BRE=FESHK 192,139 143,354
Loan receivables due from third parties (a) FERE =T EK (a) 36,671 —
Trade receivables due from associates (b) JE B & R B IR K (b)
(Note 40) (B3 40) 6,367 52,567
235,177 195,921
Less: Provision for impairment of B BIRE S RARER B
trade receivables (38) (1,995)
235,139 193,926

Trade receivables for which an impairment provision was recognised

are written off against the provision when there is no expectation of

recovering additional cash. For the year 2017, there is no additional

impairment provision and receivables amounting to RMBI,957,000 were

written off as uncollectible.

(a) This balance includes a Loan receivable of HKD40,998,000
(equivalent to RMB34,270,000, 2016: nil), which is secured by

collaterals provided by the borrower, bears interest at fixed rate,

and is repayable in the next |2 months.

(b)  This balance represents amounts due from Highland Natural Water

and Moutai 5100. They were unsecured, non-interest bearing and

repayable on demand.

BB R EIREINRE - AIE R
HEREBENERE SR EBEK
HoRZTE—+F BEFINRER
R EM R IE A R 1,957,000 7T B E
BRI R SRR F LA 8

(@) &8 B1E40,998000 % 1 fE UL
& H(E & B A R % 34,270,000
TT2016%F - &) ZEFBE
FAREROEIRYER - BEEF
KRR NEANEE -

b) HERRERSRRAKEFE
510058 - HREAREEKA &
BAA AR B REE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
GAUBRENE

TRADE RECEIVABLES (CONTINUED)

As at 31 December 2017 and 2016, the Group's trade receivables were
all denominated in RMB. The aging analysis of trade receivables based on

invoice dates is as follows:

EBWEZR(£)
RZE—+FR-_FE-—X"F+=A
=+—H FAEEHEKE ST
ARBHE REZZAHE D 2 -
WE SHHBRRIITAT

As at 31 Decembe
2017 016
— :
RMB’000 RMB'000
ARMT T X
Within 6 months 6fE8 A A 222,532 131,794
Over 6 months but within | year HHiRe(E BT HERIF 8,855 2,699
Over | year but within 2 years iR | AT ERRF 2,302 56914
Over 2 years B2 F 1,488 4514
235,177 195921

As at 31 December 2017, trade receivables amounting to RMB38,000 were
impaired and provided for (2016: RMB1,995,000).

The maximum exposure to credit risk at the reporting date is
RMB235,177,000 (2016: RMB195,921,000) including amount due from
a third party of RMB34,270,000 (2016: nil), which was secured by two
properties.

As at 3| December 2017 and 2016, the carrying amounts of the above

trade receivables approximated their fair values.

RZFE—+t&+ZA=+—H" B
HERERENERESRAAR
B38000m(Z T — RN F: ARK
1,995,000 7T ) °

REAHNBEREERRAARK
235177000 (Z 2 — A~ F: ARK
195,921,0007T) * BIEEKE=FHHKIE
AR® 34270000 L(=ZE—XRF : F)
BIARIEY) S VEE R o

RZEBE—+FR-_ZFT—X F+=A
=t-B tiEKESERNEEE
HERNABEES -

Iriy
L

4
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14 CREDIT QUALITY OF FINANCIAL ASSETS

@

Financial assets neither past due nor impaired
The contractual credit terms based on written sales contracts with

customers range from | to 3 months.

The credit quality of financial assets that are neither past due

nor impaired can be assessed by reference to the nature of

counterparties or to historical information about counterparty default

(@)

14 EWMEENFEEE

RBHEERENSRHEE
ARNEERERERFNEEH
E6H  NF—E=M@EA -

AEHABRENSREENE

I
5

\

\

ER2ERHHUTFHNNE
FEBOLROE L ERHETTRY

rates: fiy :
2017 016
—B—tF
ad RMB’000 RMB'000
BINE Z ARBT R R
— Group | —-F14 76,532 12,680
— Group 2 —%24 121,337 85,777
197,869 98,457
2017 016
—B—tF
O RMB’000 RMB'000
EL th g LK ARET T ES
~ Group | —F 148 103,830 162,291
— Group 2 —%24 71,192 87,479
175,022 249,770
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CREDIT QUALITY OF FINANCIAL ASSETS (CONTINUED)

(@)  Financial assets neither past due nor impaired (continued)

GAUBRENE

Iriy
L

o

TREENFEER(A)
@) RBHEERENEREE(Z)

As 2 Decembe
2017 016
—g—tf
ba RMB’000 RMB'000
AR®BTR S
— Group 3 —%34 829,720 1,041,766
As 2 Decembe
2017 016
etk
A d prod RMB,OOO RMB'000
tHESREE -4 P B ARETR X
- Group 3 —%34 175,884 186,230
Group | — new third parties/related parties FIE - EE=F/HH
7
Group 2 — existing third parties/related parties with no defaults in £248 - BAEEENZHDH
the past REFE=H /B
7
Group 3 — reputable provincial banks and financial institutions and £3H - HENEENRE

listed banks in China and Hong Kong

MIRTT - TRME
B EMRIT -
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[4 CREDIT QUALITY OF FINANCIAL ASSETS (CONTINUED)

(b)

Financial assets past due but not impaired

As at 31 December 2017, trade receivables of approximately
RMB37,270,000 (2016: RMB95,469,000) were past due but not

impaired. The aging analysis of these trade receivables based on

invoice dates is as follows:

14 EMEENFEEE(H)

(b)

CRHEERAENSREE
R-Z—+F+-_A=+—8"
ERaHMERERENERKE SR
“ B AR #372700007m(=
T — A~ F: AR 95469000
JU) o BEERZAHE S ZEWK
EHHROERERANWT

As 2 Decembe
2017 016
g%
RMB’000 RMB'000
ARETR S
Over credit term but within 6 months HBEERETEREA 24,663 33,337
Over 6 months but within | year Hid oA B ER|F 8,856 2,699
Over | year but within 2 years i I FENER2F 2,302 56,914
Over 2 years iR F 1,449 2,519
37,270 95,469
Financial assets past due and impaired () CERHRBENESRMEE

As at 31

December 2017, trade receivables amounting to

RMB38,000 (2016: RMB1,995,000) were past due and impaired.

R-E—+F+-_A=+—8"
BAaBRRENERESHAEA
R#38000m(ZF—RF: A
R#19950007C) °
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GAUBRENE

il
[
¥
PREPAYMENTS 15 FAMNKE
A De D
2017 016
—B-tF ]
RMB’000 RMB'000
ARMT T B
Prepayments made for purchase of raw BERME - RELRRBHFANRK
materials, services, and equipment 187,115 238,223
Prepayment for investment in a third party RERE=HMENKE = 17,400
187,115 255,623
Less: o
Non-current portion - prepayments made for FERBE D -BERED
purchase of equipment (a) FARFIE (2) (43,937) (65,476)
Current portion REEHD 143,178 190,147

(a) These balances represent prepayments made for the purchase of

equipment, the ownership of which has not been obtained at year

end.

() ZEHEBEEREREEMRME
BRERDAER)MBEMNOR
15 o

mEBRIERB AN FAEOREEAT

The carrying amounts of current and non-current prepayments are D
denominated in the following currencies: P EHEHE
As 2 Decembe
2017 016
—B—tF
RMB’000 RMB'000
AR®BT X
- RMB - ARE 178,752 249,256
- HKD —BTT 1,392 456
- UsD —XT 72 75
- EUR —BT 5,836 5836
— GBP —RE 1,063 —
187,115 255,623
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16

OTHER RECEIVABLES AND OTHER ASSETS

l6 HtEWRRAEMEE

A De D
2017 016
S ;
RMB'000 RMB'000
ARBTR 5
Amounts due from third parties (a) FENEE =5 5RTE (a) 140,194 156,944
Amounts due from an associate (b) (Note 40)  FEURHSE & A FIFHIE (b) (MiFE40) 30,000 54,821
Government grant receivable T4 6 B e LUK — 30,810
Deposits we 970 1,186
Receivable from disposal of AFS HEAHEE SR EENEKTIE — 1,711
Others Hity 3,858 4298
175,022 249,770

(a)  The balances include the following items:

A lending to a third party company with a principal amount
of RMB38,000,000 (2016: nil), which bore an annual interest
rate of 10%, mature in August 2018, and guaranteed by a third
party provided by a controlling shareholder of the borrowing

company.

A lending to a third party company with a principal amount
of RMB50,920,000 (2016: nil), which bore an annual interest
rate of 10%, mature in August 2018, and guaranteed by a third
party provided by a controlling shareholder of the borrowing

company.

A lending to a third party company with a principal amount
of RMB50,000,000 (2016: nil) and accrued interest of
RMB1,274,000 (2016: nil), which bore an annual interest rate
of 10%, mature in September 2018.

() #HHBEATIER :

- REF-HEEZFRAX
L2 A AR 38000000
T ZE—RF:T)2E
o FHERI0% R
E-NENARH - BA
ERRA—RERRER

HAVE =TT 1RIELR ©

- REF-HEZFRAAN
£2 A AR 50,920,000
T ZE-—RF:T)2E
K FHERI0% R
T-NFNAH - BA
ERRA—RERRER
HEOE=FEER -

- REF-HEE=ZFRAKN
£ &8 A AR 50,000,000
TZE—RE:T)2
EXREFFNEARK
1,274,000 7C( =T — R -
) FRERI% K=
T-N\FNAZIE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

I6 OTHER RECEIVABLES AND OTHER ASSETS (CONTINUED)

(b)  The balance represents amounts due from Highland Natural Water.
They were unsecured, non-interest bearing and repayable on

demand.

The Group's maximum exposure to credit risk at the balance sheet date is
amounting to RMB175,022,000 (2016: RMB249,770,000) (Note 3.1).

The carrying amounts of other receivables are denominated in the

following currencies:

GAHBHRENE

Iriy
L

4

Hitt R R EMEE(E)
(b) HEHRBERERRAKGIE -
HFAREILE - &S A6

WEREE -

REEBBRBASENESEEE
fEE A AR 175022000 (ZZ2—X
F: ARM249770,00070) (BEE3.1) o
H

Lt FEUGR R BRE B DA I E R AHE

A De b
2017 016
—E—tF

RMB’000 RMB'000

AR¥T R B
— RMB - AR 174,244 121,647
- HKD — BT 768 123,551
- USD -7 10 4,572
175,022 249,770
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17 INVENTORIES 17 FE&
A De D
2017 016
—B-tF :
RMB’000 RMB'000
AR®BTR X
Raw materials R 62,541 54,476
Finished goods — at cost R — AR 8,458 8,795
Work in progress & 4,614 4,245
75,613 67,516
The cost of inventories which was recognised as an expense and was BE_ZT—+H+_A=+—RHL#F
included in “cost of sales” amounted to approximately RMB361,911,000 B BRABRIUG ANHEERA K
for the year ended 31 December 2017 (2016: RMB330,687,000). FERANR/ARE361,911,0007(=

As at 31 December 2017, the carrying amount of the Group's inventories
did not exceed the net realisable value, and no provision for decline of the

value of inventories was made.

The costs of individual items of inventory are determined using weighted

average costs.

T—XF : AR¥330,687,0007T) °

W-_E—+t+F+-HA=+—H K&
EFENREREYERRE SRS
B NEFFESEERDEDTHE
o

BFEIR ARG B INE TR A E

=}

£ °
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GAHBHRENE

Iriy
L

AVAILABLE-FOR-SALE FINANCIAL ASSETS 18 AHHESHMEE
ded De b
3 H = S
2017 016
S :
RMB'000 RMB'000
ARBTR =
At | January W—A—H 186,230 —
Additions NE 560,000 460,000
Acquisition of CRE (a) W EE R ERIE (a) 58,000 —
Transfer from investment in GT Express (b), HEEREREENIRE (b)

(Note 12) (BF3E12) 7,297 —
Disposals HE (589,604) (289,537)
Net gains recognised upon disposal HER RN FRE

(Note 30 & 37) (Bf3E30 % 37) 19,604 9,537
Fair value changes recorded in other

comprehensive income AEMEEREHAEEEZS (346) 6,230
At 31 December R+=R=+—-8H 241,181 186,230
Less: non-current portion B FEREE S 65,297 —
Current portion RER D 175,884 186,230
All AFS are denominated in RMB as at 31 December 2017 and 2016. RZFB—tFR-F-R"E+-A

=t—B AHEEEREEZ A
ARBHE -
(@) On |3 December 2016, the Group entered into contract to acquire @ EZE-—RF+ZHA+=H-

0.48% equity interests of CRE at the amount of RMB58,000,000 and

the transfer of equity interests was completed in February 2017. As

the Group has no right to participate in CRE's operational decision

making process, the investment was classified as AFS.

AEBITUAHNUARE
58,000,000 7T 4 B8 T H # 1R &
048% Mt - REEZECDN T
—tF AR - BRAEEE
B2EPERENEERR &
REGDEAELHESRHE
Eo
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18  AVAILABLE-FOR-SALE FINANCIAL ASSETS (CONTINUED)

(b)  As mentioned in Note 12, in January 2017, based on agreement
among shareholders, GT Express modified its articles of association
and the Group no longer has the right to appoint a director nor
to participate in the operational decision making process for GT
Express. Accordingly, the Group lost significant influence in GT
Express and the investment in GT Express was reclassified from

investment in an associate to AFS.

Information about the methods and assumptions used in determining

fair value is provided in Note 3.3. None of AFS are either past due or

impaired.

[9 CASH AND CASH EQUIVALENTS

18 TAHEESHMEE(E)

(b) HOBEEI2FTEL A= +F
—-A mﬁhikﬂm% B
BERBITHAZEEMY &
SETHEERZAES  NER
LEEBREEMNEERAR - R
b AEBAELHERERANE
ATYEN MREBREHEHKRE
HRBERBINEEENDER
AHESREE -

BREEABEMERTEZRER
HER SN T3 - HES BN
ENAHRIESREE -

19 RERAEEEY

A De »)
2017 016
—E—tE
RMB’000 RMB'000
ARETR 55
Cash on hand FHES 1,053 632
Cash at bank RITER 813,327 1,039,762
Restricted cash SRHR S 16,393 2,004
830,773 1,042,398
Denominated in: HEEE
- RMB — AR 794,356 845,093
- USD -%7T 1,042 1,254
— HKD —ABIT 35,115 195,853
— Others —Hit 260 198
830,773 1,042,398
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS (CONTINUED)

As at 31 December 2017, the Group's cash and cash equivalents
amounting to RMB768,148,000 (2016: RMB838,808,000) were held in
the financial institutions located in the mainland of PRC. The remaining
balances of RMB61,572,000 (2016: RMB202,958,000) were held in major
financial institutions located in the Hong Kong Special Administrative

Region.

The conversion of RMB denominated balances into foreign currencies
and the remittance of the foreign currencies out of the mainland of PRC
are subject to relevant rules and regulations of foreign exchange control

promulgated by the PRC government.

The Group earns interests on cash at bank at floating bank deposit rates,
which range from 0.01% to 4.05% per annum for the year ended 3|
December 2017 (2016: range from 0.01% to 4.4% per annum).

As at 31 December 2017, bank deposits of RMBI16,393,000 (2016:
RMB2,004,000) are restricted as guarantee for payments of imported
equipment and an amount held by the Bank of Communications Trustee
Limited on behalf of the Company for purchase of the Company's own
shares (Note 21).

SHARE CAPITAL AND SHARE PREMIUM

Number of

ordinary

shares

(thousands)
EERYE
(F8&)

20

Nominal
value of

ordinary

shares

EER
fREE

HKD’000

RZE-RER
—E-t¥-A-H
kKt=ZA=t+-H
ok 23

Balance as at | January and
31 December 2016 and 2017

2,568,893

TER

25,689

GAHBHRENE

HeRASEEY(£)
RZFE—+t&+ZA=+—H" ' &
SENHERESSENDARE
768,148000C(Z T — R F: AR
838,808,000 7T ) F 7£ H B K PE #) & Bl i
BEE- 5T AR%61,5720007(=
T—NF - ARK2029580007C) &
BRATRENETESCHBESS

UARBTHER BRI ABINE AR
RONERE R B RBEE D - AETHE
BB 8RB SME S IR A ARG -

AEERFHRITFERFERIETE
FBEFE  BE_Z—+F+-A
S+ —HLEFE - BBAFRENT
001%E4.05% (ZZT— /N « FFIRAN
F001%E44%) °

RZZE—+E+-A=1+—0 2R
HISRITERARE 16,393,000 T(=F
—"E AR 2,004,000 7T)EA#D
RENNREREZBIRTETEER
REARKRARBIRFBENBEELRAAR
FRMEFIE(HIFE21) o

AR B AD S E

Equivalent
nominal
value of
ordinary Share

shares Total

EER

REESE

RMB’000

AR®BTR

premium

RRE
RMB’000
AR®T

st
RMB’000
AR®TT

21,363 1,206,829 1,228,192

Iriy
L

o
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21 SHARES HELD FOR SHARE AWARD SCHEME

ORI ol

Shares held for share award scheme

2017
E-tF
Number of

ordinary shares
EERYE
(thousands)

(FH)

21

60,626

ARG RBERFENRG
016 2017 016
—B-tE
P!
ousand RMB’000 RMB'000
AR®TR X
— 158,868 —

160

On 18 August 2017, the Group adopted a share award scheme for
purposes of (i) encouraging or facilitating the holding of Shares by the
Selected Participants; (ii) encouraging and retaining certain individuals
to work with the Group; and (iii) providing incentive for the Selected
Participants to achieve performance goals. Based on the rules of the
scheme, the Group may grant shares of the Company to eligible

participants in the future.

On 8 September 2017, the Group entered an agreement with Bank of
Communications Trustee Limited (the “Trustee”) to establish a share
award scheme trust (“Share Award Trust”), where the Trustee may
purchase or subscribe ordinary shares of the Company on behalf of the
Group from the open market, based on the instructions of the Group. The
Share Award Trust is consolidated in the Group's consolidated financial

statements as a special purpose entity.

During the year ended 3| December 2017, the Group purchased
60,626,000 shares of the Company through the Trustee for a total
consideration of RMB158,868,000. As at 31 December 2017, no share has
been granted by the Group to any parties under the above mentioned

share award scheme.

RZZE—tFENATNR AEER
M—IERR D RENETE - BT () SR B sk
RELEFLREFFRD © ()@
RBBETATRAEEIE K (i)
RISEFTLREERENE RRHER
By RIBEERA - RREEEAA
AEBRZEEREADTRG

RZF—tFNANE AFEERR
BRTETERRAATREEANDFTL
199 3% AR 3L R £ R Bt Bl FE (TR
BBERT]) Bt TEAAREAR
SENEFRRAEER AT HE
BEIRBARRLAR - B REIE
AERBHENERRAREREA Y
B#KREEARK -

BE-_T—tH+-A=1+—HBLLF
B AEEFEBZFTAREE 60,626,000
BARABIRG BREAARE
158,8680007L c RZE—+F+=A
=t+—H FAEEHERRE LRRG
RE S TR — AR EERS
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OTHER RESERVES

Capital
reserve
RMB’000
ARBTR

Opening balance | January 2016 —Z—~<E—H—H

Statutory
surplus
reserve

EEBR
AEE

RMB’000

ARBTR

22 HtiFEeE

Currency

translation
differences
HEHE
3
RMB’000

Investment
revaluation
reserve
RE
Eftf#B
RMB’000

ARRTR AR®TR

Convertible
bond-equity
component
TaRES
-EEHH

RMB’000
ARBTR

Total

#ct
RMB’000
AR®TR

NENEER 146012 138,882  (49,625) — — 235269
Convertible bond AR ES
~ equity component (Note 29)  — & &7 (H13529) — — — — 18,385 18,385
Currency translation differences ~ JNEITE =5 — — 1612 — — 1612
Appropriations to statutory RIOVEZERSHLES
surplus reserve (a) - (ii) (a) - (ii) — 19,038 — — — 19,038
Revaluation Er — — — 4,898 — 4,898
At 31 December 2016 RZ2-A%F
T=ZA=t+-8H 146,012 157,920 (48,013) 4,898 18,385 279,202
Opening balance | January 2017 —E—+%—HA—H
NENLEER 146,012 157,920  (48,013) 4,898 18,385 279,202
Currency translation differences ~ SNEFTE Z%E — — 7,662 — = 7,662
Appropriations to statutory REVAEBSLES
surplus reserve (a) - (i) (a) - (ii) = 17,236 = = = 17,236
Revaluation Eff — — — 986 — 986
Transaction with non-controlling  HIEERER 2R 5
interest (Note 39) (F3E39) (113,165) — — — —  (113,165)
At 31 December 2017 R=-2-t%
+=ZA=1+—-8H 32,847 175,156 (40,351) 5,884 18,385 191,921

Iriy
L

o
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OTHER RESERVES (CONTINUED)

@

Nature and purpose of other reserves

®

(i)

Capital reserve

Excess amounts contributed by shareholders on top of the
share capital are recorded as capital reserve. This reserve
is also used to record the differences described in note 2.3
which may arise as a result of transactions with non-controlling

interests that do not result in a loss of control.

Statutory surplus reserve

According to the provisions of the articles of association of
the Group's subsidiaries located in PRC (“PRC subsidiaries"),
the PRC subsidiaries shall first set aside 10% of its profit
attributable to owners after tax as indicated in their statutory
financial statements for the statutory surplus reserve (except
where the reserve has reached 50% of the entity's registered
share capital) each year. PRC subsidiaries may also make
appropriations from its profit attributable to shareholders to
a discretionary surplus reserve, provided it is approved by a
resolution passed in a shareholders’ meeting. These reserves
cannot be used for purposes other than those for which
they are created and are not distributable as cash dividends
without the prior approval obtained from the shareholders in a

shareholders’ general meeting under specific circumstances.

22

Hivfts (&)

() Hft
()

(i)

RENEEREDN
B
BRTEBLBRAT D
RERGER - LB
PR R R E 2.3 BTt AT B2
-E-ESeP S Lok
FERESE I RPPELE
HZHEE

EEBBLES

g - SE v el E R ofl i}
BAR(THEKBLR])
MEHERBAGE F
BEHBARASFHET
BMBREMTEER AR
5 i 1% F) 8 B9 10% B 15 0%
TRBABE(EAESE
EEETMAAS0%E R
Oh) o REIKTB A B IRA]
EEBRRAGBBEIRE
RHLEB NI R B FE
ROAERABAES - B
DEEHRIMNE N Z
SRR TEBAELLA
# BREREBATE
BERBREAE LExHt
BN RABRER SR
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22 OTHER RESERVES (CONTINUED) 22 HfRE(E)
()  Nature and purpose of other reserves (continued) (@) HttREHMHERBENE)

(i) Statutory surplus reserve (continued) (i)  ZEEGLEE (E)
When the statutory surplus reserve is not sufficient to make BETRHBLOESTEMN
good for any losses of the PRC subsidiaries from previous B ENE LA AR F
years, the current year profit attributable to the owners shall EBEN  XEFENHEAR
be used to make good the losses before any allocations are ANEAE N BRI ERBUEE
set aside for the statutory surplus reserve. RBABeAI AERME

B
The statutory surplus reserve, the discretionary surplus HEIPH B 2 R ETE B R
reserve and the capital reserve of the PRC subsidiaries may be REE HERBRAES
converted into share capital of the PRC subsidiaries provided it RERRERAELERRE
is approved by a resolution passed in a shareholders’ meeting AREBBARREARMER
and meets other regulatory requirements with the provision HeHMEERTETER
that the ending balance of the statutory surplus reserve does HERA  BERMNEER
not fall below 25% of the registered share capital of the BRABEIFEIRNEHE
respective PRC subsidiaries. B AR AR AR ) 25%
For the year ended 31 December 2017, the directors of BE-_Z—+t5+=ZH
the PRC subsidiaries proposed appropriations amounting to ST—BIEEE REM
approximately RMB17,236,000 (2016: RMB19,038,000) to the BLARESFEZRMAE
statutory surplus reserve. TRHBABEHNR/ARE

17,236,00070(= & — <
F: A R ¥19,038,000
JL) o
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22 OTHER RESERVES (CONTINUED)

(@)  Nature and purpose of other reserves (continued)

(i)

(i)

)

164

Currency translation differences

Exchange differences arising from the different between
functional and presentation currency are recognised in
other comprehensive income as described in Note 2.7 and

accumulated in a separate reserve within equity.

Investment revaluation reserve

Changes in the fair value and exchange differences arising
on translation of investments that are classified as AFS are
recognised in other comprehensive income and accumulated in
a separate reserve in equity. Amounts are reclassified to profit
or loss when the associated assets are sold or impaired, see

accounting policy Note 2.12 for details.

Convertible bond-equity component
The amount shown for equity component is the value of
conversion rights relating to the 6.0% convertible bonds,

details of which are shown in Note 29.

Hivfts (&)
@) HtFEEHENEERBHE)

(i)

()

)

IESTEEE

MRy REKZRESL
MERZENEM2EE
s HERR (AP RE 2.7 At ) &
& T HB B RE -

REE 1

NERAHLESRERE
HRERTEREENR
REEEPHRELZER
H o 2 Y an e 2 R 0
s TBURER - BH
THERNEREELEX
BEREHDBERD -
FIERMF 21285 B

TR ES — Em il

BEMOATERER60%
AMBRESFNBRRERE
1B - FIREIIRMHFE29 -
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23 DEFERRED INCOME TAX 23 EEMRBHR
The analysis of deferred tax assets and deferred tax liabilities is as follows: BEEREEENEERBEGGN DT
LU
ded De b
3 = = 2
2017 016
—E—tF ]
RMB’000 RMB000
AR¥TR £S5
Deferred tax assets: EEMBEE
— Deferred tax assets to be recovered —REABYEIFELTRIEE E
after 12 months 2,463 2,566
— Deferred tax assets to be recovered — 128 A AU el ) EE TR T & =
within 12 months 432 252
2,895 2,818
Deferred tax liabilities: EEHREEE
— Deferred tax liabilities to be recovered —NREABYEIRELETHIEEE
after 12 months (15,014) (18,526)
— Deferred tax liabilities to be recovered — 12 A AU Bl F R IE & F
within 12 months (3,558) (2,126)
(18,572) (20,652)
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23 DEFERRED INCOME TAX (CONTINUED)

..
W NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The gross movement of the deferred tax assets and deferred tax liabilities

23 REFTBR(E)

BERABERBELECHERENE

is as follows: AR
3] H = S
2017 016
t :
RMB’000 RMB'000
AR¥TR X
Deferred tax assets: BEERBEE :
At beginning of year F4) 2,818 3,038
Statement of profit or loss credit/(charge) BaErER/(GTA) 77 (220)
At end of year FR 2,895 2,818
Deferred tax liabilities: EEREEE
At beginning of year F1) (20,652) (38,340)
Statement of profit or loss credit BHEE: 2,080 2,488
Settlement of withholding tax for
dividend declared RE TR S BEREMBK — 15,200
At end of year FR (18,572) (20,652)
The (Credit) to statement of profit or loss is as follows: Bax(EL)mT
3 = = :
2017 016
—B-tF
RMB’000 RMB'000
ARETR &S
Deferred tax assets EREHIBEE (77) 220
Deferred tax liabilities BREHIARE (2,080) (2,488)
(Credit) to statement of profit or loss BR®(ET) (MEE34)
(Note 34) (2,157) (2,268)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS i

DEFERRED INCOME TAX (CONTINUED)

The balances of deferred tax assets and liabilities as at 31 December 2017
were not offset because the deferred tax assets and liabilities related to
income taxes were levied by different taxation authorities. The movement

of deferred income tax assets and liabilities during the year is as follows:

Provisions for
impairment
HERR
RMB'000

23

Deferred

income
BEYE
RMB'000

ARBTR  ARMTR

GAUBRENE

Iriy
L

4

ERLFEHL ()
W=F—tE+-A=+—8 EBL
REHERBREBLKES T
REZSEEHEAE LA EE RN
8Bt e R A RB B - £ R
EAEHAERARNBDHMT

Undistributed

profits from Other

subsidiaries temporary
REHEA M0 differences Total
AARNE RtEHIEZE @it
RMB'000 RMB'000 RMB'000
ARBTR  AR%TR  ARETR

Deferred tax assets BEHEEE
At 1 January 2016 RZE-"E-A-H 347 2022 — 669 3,038
(Charged) to statement of profit or loss ~ BHER(GIA) — () — Q1) (220)
At 31 December 2016 RZE-R"FtZA=t-A 47 2019 - 45 2818
(Charged)/credited to statement of BRRGIA) /82

profit or loss = (1) = 88 77
At 31 December 2017 RZE—tFT-A=1-H 347 2,008 = 540 2,895
Deferred tax liabilities BEHEAE
At | January 2016 RZE-"5-A-H - - (15,200) (23,140) (38,340)
Credited to statement of profit or loss BREER - — - 2,488 2,488
Settlement of withholding tax for HEERRE EEREMH

dividend declared — — 15200 — 15200
At 31 December 2016 RZE—ETZA=T-H - - - (20,652) (20,652)
Credited to statement of profit or loss BaxED — — — 2,080 2,080
At 31 December 2017 RZE—+E+-A=T-H — - — (18572) (18572)
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DEFERRED INCOME TAX (CONTINUED)

As at 31 December 2017, the certain Company's subsidiaries’ future
taxable income would not be available against which their temporary
losses could be utilised and also the losses of those subsidiaries would not
be offset by the taxable income of other subsidiaries within the Group,
as there is no legally enforceable right to do so. As such, the Group
did not recognise deferred income tax assets of RMBI10,263,000 (2016:
RMB8,994,000) in respect of losses amounting to RMB41,064,000 (2016:
RMB35,988,000) that can be carried forward against future taxable income.
Losses of RMB41,064,000 as at 31 December 2017 (2016: RMB35,988,000)

will expire on the following dates to offset the future taxable income:

23

BEFREHR(E)

RZE—+E+=-A=+—8 &2
AR5 T8 2 B H) R R BERBLUA
BEZRAEERMEE  MZEWEB
REMEBEBETIRAAEEEMBHER
AR ERTIAKE  BAYTAE
ERMOEETTREIMITREN o R
SEVEBATEBERRERTLAD
BiE AR 41064007 (ZF — X
F 0 ANRB359880007T ) BERIE T AT
SHEEARKI02300T(ZF
—~E: AR¥B9940007T) ° A =
Z—+FE+-A=+—HIEHRKE
FRMA R AR 4106400 (ZF
— N AR¥35988,0007T) K& 1B

E[FJEmBBE T
e De D
3 = = =
2017 016
“E—tF
RMB’000 RMB'000
AR¥T £S5
Expiring in RUTFEER
- 2017 ——E—+tF — 10,568
~-2018 -—E-N\F 10,795 10,795
~-2021 ——E-—fF 14,625 14,625
-2022 ——E-—F 15,644 —
41,064 35,988

Deferred income tax liabilities of RMB192,096,000 (2016:
RMB161,044,000) had not been recognised for the withholding tax that
would be payable on the distributable retained profits amounting to
RMB2,464,631,000 (2016: RMB2,049,406,000) of the Company's PRC
subsidiaries. The Group has no intention to distribute these retained

earnings out from the PRC subsidiaries in the foreseeable future.

ARNE W EL P BN E AR IR
R & FI A R 2,464,631,000 L(=F
—NE . AR 2,049,406,0007C ) fE
HENMRERECHEHABARE
192,096,000 L(ZE — RN F: ARK
161,0440007T) - AEE B AISENTE
TE ] B R4 o B3R R B /&8 22 B ) b
7IRE B F W o
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24 DEFERRED REVENUE AND ADVANCES RECEIVED FROM AEEWARFEREFER - RE
CUSTOMERS — (CURRENT)

A De »
2017 016
—2—tF
RMB’000 RMB'000
ARBTR X
Deferred revenue B A
— Sales of water cards —HEKR 14,596 8,459
— Government grant (Note 25) — BUR# B (M 5E25) 2,248 2,248
Advances received from customers FAREP K 10,654 4,003
27,498 14,710
As at 3| December 2017 and 2016, the Group's deferred revenue and RZE—+tFRZZE-—RF+ZA
advances received from customers were all denominated in RMB. =+—B AEEMELERARER
EPREBAAREE -
25  DEFERRED REVENUE — (NON-CURRENT) 25 EEWA-FERE
A De D
2017 016
—EB—tF
RMB’000 RMB'000
ARMT T X
Government grant I T 6 B 24,581 26,489
Less: current portion (Note 24) B mENER S (MiEE24) (2,248) (2,248)
Non-current portion FREBH D 22,333 24,241
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26 TRADE PAYABLES

Trade payables ENE S

26 BNEEZX

A De D
2017 016
—B-tF :
RMB’000 RMB'000
ARMT T B
92,841 78,055

As at 31 December 2017 and 2016, the aging analysis of trade payables

based on invoice dates is as follows:

R-ZE—+FR-_E—RFE+_-A
Zt+—RB ERZEZEHNENES

HHORERATAT -
A De b
2017 016
—B—tF
RMB’000 RMB'000
ARBT R X
Within 3 months AR 69,402 51,903
Over 3 months but within 6 months B3 A B EB6EA 4,247 15,717
Over 6 months but within | year HideEAETER | F 6,046 4,354
Over | year but within 2 years iR | FETBR2F 9,011 5215
Over 2 years iR F 4,135 866
92,841 78,055

As at 31 December 2017 and 2016, the Group's trade payables were all

denominated in RMB and were not interest bearing.

Trade payables are unsecured and are usually paid within 90 days of

recognition.

The carrying amounts of trade payables are considered to be the same as

their fair values.
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27 ACCRUALS AND OTHER PAYABLES 27 BAREBEAREMGEMNR

As 2 Decembe

2017 016
—B-tF
RMB’000 RMB'000
AR¥TR B
Salary payables ARE 10,025 7,987
Welfare payables FERTEA 9,706 9,072
Payables for value added tax and other taxes — JESULEN K EMIIE 23,109 8,250
Accrued operating expenses BREEER 13,408 6,286
Payables for purchase of equipment BEREBEMNTA 5,067 4,759
Audit fee payable BB E 6,060 5,000
Professional service fee payable ENEEREE 4,930 4,066
Amounts payable for acquisition of 35% equity JEFTUREE R AR €5 35% Rz R 19 2

shares in Tiandi Green (a) A (a) 239,044 —
Deposits from customers BPER 1,419 1,402
Others Hity 9,998 6,748
322,766 53,570

(@) The balance as at 31 December 2017 represents amounts payable

for the acquisition of remaining 35% equity interests in Tiandi Green.

The carrying amounts of the accruals and other payables are denominated

in the following currencies:

(@ RIZE—tF+ZA=+—H8HK
EHREENEBEXDEEHT
35% KRR A 2 FRIE o

BRREAMAMENKOERAEENLT
JIE®EHE -

A De D
2017 016
—E—tE
RMB’000 RMB'000
ARETT Rt
— RMB — AR 316,337 46,013
—USD -7 1,250 1,376
— HKD —BTT 5,179 6,097
— Singapore Dollar ("SGD") -t — 84
322,766 53,570

The carrying amounts of other payables approximate their fair values.

N K REERL R EEME

o

7

/

Dif

171



S NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
LT wouwmans

-

28 BANK BORROWINGS 28 SRATRER
A De D
2017 016
— :
RMB'000 RMB'000
ARMT T X
Non-current FERE
Long-term borrowing from a bank RORTER - BAREREA (2)
— Guaranteed and secured (a) = 190,000
Current wE
Current portion of long-term borrowings from  RESRITE KK EIEAE 2
a bank — Secured — B = 110,000
Current portion of long-term borrowing from  RHERITEREEIEAE 2
a bank - Guaranteed and secured (a) —BRE LA (a) 190,000 10,000
Current portion of long-term borrowing from  RHEASRITEREEIEAE 2
a bank — Guaranteed (b) —B1RE (b) 105,000 100,000
Short-term borrowing from a bank KERITIE N — BRERER (0
— Guaranteed and secured (c) 66,000 66,000
Short-term borrowings from banks RESRITIE R — BRE (d)
— Guaranteed (d) 70,000 170,000
431,000 456,000
Total borrowings ERBE 431,000 646,000
All borrowings were denominated in RMB as at 31 December 2017 and RZE—+FR-_FE—X"E+=A
2016. =t—B  EEREONAREE -
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BANK BORROWINGS (CONTINUED)

The balances include the following borrowings from banks:

(@)

The borrowing with principal amount of RMB200,000,000 was
secured by the Group's factory plant with net book value of
RMB68,079,000 (Note 8) and land use rights with net book value
of RMB28,873,000 (Note 7). The interest rate was based on the
directive interest rate announced by the People’s Bank of China
Lhasa Central Sub-branch, which was 2.75% per annum as at 3|
December 2017. The tenure of the borrowing is from 2 November
2016 to 23 September 2018 and repayment terms are based
on the following schedule: repayments of RMBI10,000,000 and
RMB190,000,000 on 2 November 2017 and 23 September 2018
respectively. According to the loan agreement, unpaid principal
of RMB190,000,000 is required to be repaid in September 2018,
Accordingly, borrowing amounting to RMB 190,000,000 was recorded
as current liability as at 31 December 2017 and as non-current
liability as at 3|1 December 2016.

28

i}

FERIB AR T

TR

BB TIRITE |

(@)

K& 4% A AR 200000000
THERNAERRESER
A K #68,079,000 7T 8 I & X
F(MEs) REEFEAARE
28,873,000 7T K & 3t & £ #E (Fft
HETEEAF MIERERPEA
RIBTHERLITAMBIE
AHE RZE—tF+ZA
=+—HABF275% 55
RZE—RF+—HZBEZE
—NFEAAZ+=H " WERUAT
FEIEE: DRRZE—tF
+—BZBRER-ZZ-NFNA
Z+=HEE AR 10000000
7t & A R 190,000,000 7T © 1R
BERGS  ARZZ—\FN
AEBNRINASEBAAR
#190,000,0007C ° A i+ B =
T—+E+-A=+—HBMEX
A B 190,000,000 7T 71| A& 7% &
BE MRZE—X"F+=A
=+—RAB|IRFRBAEE -

i’
(A
¥

o

173



174

28

'NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
HEMBHEM T

BANK BORROWINGS (CONTINUED)

(b)

The borrowing with principal amount of RMB120,000,000 was
guaranteed by two subsidiaries of the Group. The interest rate was
based on the directive interest rate announced by the People's Bank
of China Lhasa Central Sub-branch, which was 2.75% per annum
as at 31 December 2017. The tenure of the borrowing is from 19
January 2016 to 18 January 2018 and repayment terms are based on
the following schedule: repayments of RMB5,000,000, RMB5,000,000,
RMB5,000,000 and RMB105,000,000 on 18 June 2016, 18 December
2016, 18 June 2017 and 18 January 2018 respectively. The first three
payments had been made by the Group based on the contractual
terms. Due to certain terms of the borrowing agreement, the
bank has the potential right to request for repayment of the loan
before the contractual maturity dates. Accordingly, the outstanding
borrowing amounting to RMB105,000,000 was recorded as current
liability as at 31 December 2017.

The borrowing with principal amount of RMB66,000,000 was
guaranteed by the Company and secured by the Group's factory
plant with net book value of RMB33,212,000 (Note 8) and land use
rights with net book value of RMBI1,019,000 (Note 7). The loan was
repaid and reborrowed in 2017. The loan is of fixed interest rate at
2.35% per annum. The tenure of the borrowing is from 16 June 2017
to |l June 2018.

28
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS i

BANK BORROWINGS (CONTINUED)

(d) The borrowing with principal amount of RMB70,000,000 was
guaranteed by the Company and a subsidiary of the Group. The loan
was repaid and reborrowed in 2017. The loan is at fixed interest

rate of 4.35% per annum. The tenure of the borrowing is from 31
October 2017 to 30 April 2018.

Details of the Group's exposure to risks arising from current and non-

current borrowings are set out in Note 3.1,

As at 31 December 2017, the Group's borrowings were repayable as

28

GAUBRENE

Iriy
L

4

RITIER(F)

(d A2eBERARE700000007T
HEFEARARAEEN—K
FRAERE - ZEFERZZ
—tFRBERBER - ZEFRH
EEFENEAB435%  EXHEA
“E—+F+A=+—HEZZT
—N\FEMA=+H-

BRAKEREERE R LIFRB
SRR ERF BRI

RZZE—+F+A=+—H K&

follows: BEROERBAT
A De D
2017 016
—B—tF
RMB’000 RMB'000
ARMT T B
Within | year | £ 431,000 456,000
Between | and 2 years | E25F = 190,000
431,000 646,000

175



LI
W NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

po

176

e BT

CONVERTIBLE BOND — LIABILITY COMPONENT

AR ES-BESD

Convertible bond - liability component

TRRES - AEHS

A De D
2017 016
— T
RMB’000 RMB'000
ARMT T X
432,340 458,066

The Group issued 6.0% convertible bonds at a par value of
HKD525,000,000 on 24 June 2016. The Bonds mature three years from
the issue date at their nominal value of HKD525,000,000 or can be
converted into ordinary shares of the Company at the bondholders option
at a price of HKD3.50 per share. The values of the liability component and
the equity conversion component were determined at issuance date of
the Bonds. The Bonds are secured by the entire issued shares of Wealth
Keeper Limited, a wholly owned subsidiary of the Company and can be
early redeemed upon certain events at the option of the bondholder or
the issuer. The early redemption options were closely related to the host
contract of the Bonds and as such they were not separated from the host
debt.

RZZE—AREXNAZTHA  £A%HE
BIIFBERBCO%MAIRKES |
{8 4 525,000,00058 7T ° BEH 1 B 317
B HAE 5T = 5 1% & H & 525,000,000
ATIHMAATHESFAEAEERE
Wam%ﬁmﬁvﬁ%%$”

k- BEHSEEZERTINEE
%F%%HE%EEO@%M$QE
2 &M B 2 7] Wealth Keeper Limited #J
2HEBITROEER REXLS
HHBAE  TREFFEAREITA
EERAED - RAEREREEBELRN
TERTIMAE - At - ZIRAE
CRESERTEBETHRIBERITEE

]
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CONVERTIBLE BOND — LIABILITY COMPONENT (CONTINUED) 29

The movement of convertible bond-liability component is as follows:

TRRES - AEHS
ABRRES-AEE

GAHBHRENE
e
¥

4

(#)
TEVEBIINT -

RMB'000
AR®TR

Face value of convertible bond issued on 24 June 2016 RZE—REANAZ+HH

BT ARESHEE 469,613
Transaction costs R B (2,728)
Equity component (Note 22) e (MEt22) (18,385)
Fair value change between the commitment date EERHRETABRZENAABES

and issuance date 7,839

Liability component on initial recognition at 24 June 2016 RZZE—"E XA Z+EH

NI ERENRERD 456,339
Interest expense (Note 33) MEER(PHEE33) 16,114
Interest paid BERAE (14,387)
Liability component at 31 December 2016 R-BE-XE+-A=+—-ANEEIS 458,066
Interest expense (Note 33) MEER(PHEE33) 31,748
Interest paid BERHE (26,835)
Currency translation differences SNETE AR (30,639)
Liability component at 31 December 2017 R-E—t&+=-BA=+-HHEEHS 432,340
The fair value of the liability component of the convertible bond at 31 RZE—+tF+A=+—H A%
December 2017 amounted to RMB430,859,000, which is calculated using BREZEEFPNOABERARE
cash flows discounted at the rate of 7.34% and are within level 2 of the 430,859,000 7C * #R734% R EH &
fair value hierarchy. MEFABETEBRAABEERNE 2E

ZA e

Details of the Group's exposure to risks arising from convertible bond are

set out in Note 3.1.

E R

BRAAKERERE A AR
SR EE NN I

BHME
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e REL T
30 OTHER GAINS, NET 30 HMRE FEHE
ded De b
3 = = 5
2017 016
—E—tF G
RMB’000 RMB000
ARETT =5
Government grants I T 6 B
— Tax refund (a) —iEH (a) 23,235 42,822
— Amortization of deferred income — RIE A A B 1,908 2,122
Gain on disposal of AFS (Note 18 & 37) AtHEeREENRENF
(M3 18 & 37) 19,604 9,537
Others Hitb 1,750 1138
46,497 55,619

(a) According to "BIERIF [1997] No. 24", “BEI{BF [2010] No. 93",
“WHEBET [2010] No. 29", “WHEHET [2012] No.l0I", “H
KFEBEE2015] Nool”, "R FHIEE[R016] No. 91" and "F

R R
1)

RESWAZERBENXBARLEERNETER (B

No.8", the Group is eligible to receive subsidy income from

the local government in relation to the domestic subsidiaries fiscal

contribution to the local economic development as a major tax

payer and employer in Tibet. The Group recognised such income
of approximately RMB23,235,000 for the year ended 31 December
2017 (2016: RMB42,822,000).

(@)

1B B BOH1997]1 55245 |~
[B] 8 F[2010)28 935 | » [#r
B B (201015 299% |~ TH
BB B 2012158 101 8% |~ 42
A& BB H[2015]%015% | -
9 59 B > H[2016] 589157 | &
[ 78 9 2 A 7 4 B B [ A Y
XRARTEZERNETER
(B17)88% - AEEERRA
HEZABPREET  EEKE
BEMEAKBRR MDA L
EEEAEDL M KRB A5 R
RBRA - REBEREZE
T—+&+-_A=+—HLHF
ERANLBERADBARYE
23235000 L(ZZE—RF : AR
% 42,822,0007T) °
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EXPENSES BY NATURE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS E
GAUBRENE

31

Expenses included in cost of sales, selling and distribution expenses and

BUHEETNER

ATAHERK HERDHER LT

administrative expenses are analysed as follows: BERNEROWNWT
ded 3| Decembe
B H = 2
2017 0l6
—E-tF :
RMB’000 RMB'000
AR¥TR X
Raw materials and consumables used P FR IR 4 B A 271,650 243,199
(Increase)/Decrease in the balances of EXMMEERTEES
inventories of finished goods and (Em),/ @b
work in progress (32) 7316
Transportation costs BRKAR 75,091 51,957
Depreciation of PP&E (Note 8) ME - BERREITE (M) 55,077 54,433
Employee benefit expenses (Note 32) EEBMNER(ME32) 74,841 73,032
Advertising and marketing expenditure BERmSERER 19,760 19,669
City construction tax and education surcharge TR ERHE K NE 16,632 13,676
Electricity and other utility expenses ENREMERER 17,651 12,842
Rental expenses He&H 3,433 5,159
Legal and other consulting services fee ERMEM G AREE R 8,192 6,104
Repair and maintenance 38 R ARE 2,807 2,538
Amortisation of land use rights (Note 7) T e AR A (Pt 7) 724 724
Amortisation of intangible assets (Note 9) B EESHE (M) 22,086 22,086
Auditor’s remuneration A El kA
— Audit services —F5 R 6,586 6,000
— Non-audit services —EEE R 800 -
Exploration rights expenses REREER 500 500
Office and consumption expenses WRAREFRER 4,982 4611
Provision for impairment of trade receivables — EUE ZFURME R E (FHEE 13)
(Note 13) = 1,995
Others Hie 4,921 4,696
585,701 530,537

Iriy
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v EEHBERNE
32 EMPLOYEE BENEFIT EXPENSES EERANEHA
ded De b
3 H = 3
2017 016
ZE-tF :
RMB’000 RMB'000
ARBTR =
Wages and salaries ITERE® 62,531 61,123
Provision for medical and other BEIEMESENEE
employee benefits 3,873 4,009
Contributions to defined contribution RERFERRESFTEIRI Q)
pension scheme (a) 4,940 4,577
Contributions to the housing scheme (b) EEFFEIHR (b) 3,497 3,323
74,841 73,032
(a)  Pension scheme (@) BHKEE
The Group pays contributions to publicly administered pension AEERRT  ARNELERRE

180

insurance plans on a mandatory, contractual basis. The Group has no

legal or constructive obligations to pay further contributions if the

fund does not hold sufficient assets to pay all employees the benefits

relating to employee service in the current and prior periods. The

contributions are recognised as employee benefit expense when

they are due. Prepaid contributions are recognised as an asset to the

extent that a cash refund or a reduction in the future payments is

available.

(b)  Housing scheme

In accordance with the PRC housing reform regulations, the Group

is required to make contributions to the Chinese state-sponsored

housing fund at 10% of the salaries of the PRC employees. At the

same time, the employees are also required to make a contribution

at 10% of their salaries out of their payroll. The employees are

entitled to claim the entire sum of the fund under certain specified

withdrawal circumstances.

B ERARBRBEEEL M -
WZEE L ERHEEXNMA
EENAHR L EEHEEHEE
BRBIAGHNEMN  ARETE
E-SHFOEERHEEEE
HEN D PR AREERAFE

Yoo BRHRENRERERES
S BERFRDRIER TR
BE -
EETE

BREFRERHIEREER K
SEVBRTEEES 2/ 10%
RATPERFESHERAESE
HHR - A BENERES
SHRMIBEAER - EFT
REBET  BEGRREDZE
MEELDESER -



32 EMPLOYEE BENEFIT EXPENSES (CONTINUED)

©

Five highest paid individuals

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS £ 4

32

The five individuals whose emoluments were the highest in the

Group for the vyear include three (2016: two) directors whose

emoluments are reflected in the analysis presented in Note 43. The

emoluments paid and payable to the remaining two (2016: three)

individuals during the year are as follows:

GAUBRENE

Iriy
L

o

BERMNEM(2)

(©

LEREHFMAL

AEEAEELERBHFMAL
BR=Z(CE-RF WR)E
2 REOMSSRHIEH
ENNDTREK - REEEHR
BN TESMA(ZT—RF:

=Z)EATHMESWT
ded De b
3 = = =
2017 016
—E—tF
RMB’000 RMB'000
ARETR &
Basic salaries and allowances HEARHr & MoEBRL 2,294 3,475
Contribution to pension scheme RAREFEIHRK 16 31
Bonuses TEa 86 167
2,396 3,673
The emoluments fell within the following bands: e N FATEHE
2017 016
—E—tF
Emolument bands il i [E]
HKD1,000,001 to HKD 1,500,000 1,000,001 7T Z 1,500,000 /8 7T
(approximately RMB867,001 to (AR 867,001 TZE
RMB1,300,000) AREE | 300,0007C 2 2

HKD1,500,001 to HKD2,000,000
(approximately RMB1,300,001 to
RMB1,734,000)

1,500,001 77T 2 2,000,000 7% 7T
(B AR 1300001 TE
AR | 734,0007T)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BT

33 FINANCE COSTS, NET

33 BIKEAR FE

ded De b
3 5 = 3
2017 016
— :
RMB’000 RMB'000
ARMT T X
Foreign exchange gain/(loss), net R e (1BK) - FEE 3,998 (7,477)
Interest costs on bank borrowings RITEFMNEER (12,861) (10,997)
Interest costs on convertible bond (Note 29) AR EHF| 2 & A (FI3E29) (31,748) (16,114)
Loss on fair value change of convertible bond TR A[MIRER L AEE
upon issuance (Note 29) 285518 (P15 29) — (7,839)
Other finance costs H A8 758 (202) (196)
(40,.813) (42,623)
Amount capitalised (a) BERMELEHE (a) 2,611 2,347
Finance costs MKEHR (38,202) (40,276)
Finance income - interest income BB —FIERA 27,957 21,038
Finance costs, net BMKER FH (10,245) (19,238)

(a) Interest of RMB2,611,000 has been capitalised in assets under
construction for the year ended 31 December 2017 (2016:
RMB2,347,000). Interest was capitalised at the weighted average rate

of its general borrowings of 2.44 % per annum (2016: 2.35% per

annum).

HEz_Z—+tF+-A=+—H
EFE - FEAR®2601,000
T(ZE - RXF: AR®
2347000 ) EERLEHEET
REE o S R—RETMET
BEFIER244% (ZF—RF : F
FIR 2.35%) B AL, »




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ;.f' '
GAUBRENE
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&
34  INCOME TAX EXPENSE 34 FGHER
The amount of income tax expense charged to the consolidated statement NTREGEBERRITANMBHRE
of profit or loss represents: ReH
ded De b
3 H = S
2017 016
—E-tF :
RMB’000 RMB 000
AR®BTR X
Current income tax EHMmMEH 43,010 43962
Deferred income tax (credit) (Note 23) BIEPEHER (M5E23) (2,157) (2,268)
Income tax expense FrstiE A 40,853 41,694

The taxation on the Group's profit before income tax differs from the

theoretical amount that would arise using the statutory tax rate as follows:

REBOBRAAEH M B BOTIA

BRI A B
B HENT

KT BEBHMIER

ded De »
3] H = S
2017 016
—E—tF
RMB’000 RMB'000
AR®T R ES
Profit before income tax BRETE SR AE 408,527 400,849
Tax calculated at statutory tax rate of 15% BETERE 5% EHFHIE 61,279 60,127
Preferential tax rates on income of certain ETEEEROBAMER
group entities (a) HBEHE (a) (28,329) (28,149)
Income not subject to tax /AP (2,523) (2,422)
Tax on deemed revenue BIERAT S = 337
Tax losses of certain group entities for which no I ERERIELFTSTHEER
deferred income tax assets were recognised ETERERNTIEER 2,347 2,188
Expenses not deductible for tax purposes AT E 8,079 9,613
Income tax expense FristiE A 40,853 41,694

The weighted average tax rate was 10.0% for the year ended 3| December
2017 (2016: 10.4%).

BE-T—+&+-A=+—AL#F
B EFEHRER100%(ZF—R

&F 1 104%) o
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34

INCOME TAX EXPENSE (CONTINUED)

(@)

The Company was incorporated in the Cayman Islands. Under
current laws of the Cayman Islands, there is no income, estate,
corporation, capital gains or other taxes payable by the Company.
The group entities established under the International Business
Companies Acts of the British Virgin Islands are exempted from

British Virgin Islands income taxes.

The group entities incorporated in the PRC are subject to PRC
enterprise income tax. Major operational entities of the Group
are located in Tibet of the PRC and were entitled to preferential
income tax rate. Based on the tax ruling announced by the PRC
central tax authorities, the corporate income tax rate of Lhasa is 9%
for the years 2015 to 2017 and from 2018 onwards, the corporate
income tax rate will resume to 15% if no further announcement
of preferential tax treatment is made. The remaining entities
incorporated in the PRC were taxed based on the income tax
rate of 25% for the year ended 3| December 2017 (2016: 25%)
as determined in accordance with the relevant PRC income tax
rules and regulations. The relevant deferred tax balances had been
measured based on the expected tax rates applicable in the future.
Hong Kong profits tax has been provided for at the rate of 16.5%
(2016: 16.5%).

34 FEBIBR(Z)

@)

ARENFASHSEMKL - R
BREHERITER AR
BAMEHHAEH  BER 2
AR AR BEMARIE -
REXBRABESNEREBD
AERI MK EEBEMRAN
RERUBENMENR

ERBEAMKINEEERER
MR B EMEH - ARBEIR
FRARNEESEEREXM
BERESENE  BREPBEHRRT
BHE NGRS RD - WED
CEMEHREN -_T—REE
“E—t+FAE% BZE—N
Fie - EE— S AHEERRS
HiE AIDEMGHBEBIRE
Z (5% o HeRm A B8
ERNEE-_Z—+E+-A
=T -BLEFERBEANTE
FTS B4R B R Bl 25% B E 15
BME(ZT—NF 1 25%) B -
HEECHBELEHREREEHR
AREAMNKETUGTE - B8
FEHEK 165% (ZT—RF :
16.5%) BT EEHR o
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35 EARNINGS PER SHARE 35 BRER
(@)  Basic earnings per share @) BREXEF
As at 3| December 2017 and 2016, basic earnings per share is RZE—tFRZT-RF+Z
calculated by dividing: A=T—BNBRERRN T
TR -
*  the profit attributable to owners of the company o KRRAHEAAEMHLTER
A
* by the weighted average number of ordinary shares o RERDHITEBARM
outstanding during the financial year, excluding the shares held BTHE TeERG &
for share award scheme (Note 21). By 5t 2155 B 6 AR 6 (BT 5%
21) e
endaead . ece DE
& = H g
2017 016
—E-tF
RMB’000 RMB'000
ARBTR K
Profit attributable to owners of the ARAVER ANEEFE
Company (RMB'000) (ANEBTT) 315,174 307,724
Weighted average number of ordinary BEITE R INET IS
shares in issue (thousands) (BAFED) 2,557,839 2,568,893
Earnings per share (basic and diluted) BREM(ERREE)
(RMB cents per share) (BRARED) 12.32 11.98
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35

EARNINGS PER SHARE (CONTINUED)

(b)

Diluted earnings per share

Diluted earnings per share is calculated by adjusting the weighted
average number of ordinary shares outstanding to assume conversion
of all dilutive potential ordinary shares. The Company has two
categories of potential ordinary shares: the convertible bond issued
on 24 June 2016 and share options granted under a share option
scheme on 16 December 2015. During the year 2017, when the
convertible bond is assumed to have converted into ordinary shares
since | January 2017, the calculated diluted earnings per share is
more than the basic earnings per share. As such, the convertible
bond is determined to be anti-dilutive and not to be included in
the calculation of the diluted earnings per share. For the share
options, no shares would be issuable at the end of the contingency
period based on management’s estimation given none of the vesting
conditions is expected to be met at the end of the vesting period
(Note 41). Accordingly, the potential ordinary shares under the
share options are not included in the calculation of diluted earnings
per share (2016: no dilutive potential ordinary shares). In this
connection, the diluted earnings per share is the same as the basic

earnings per share for the Company for the year 2016 and 2017.

35

BRER (#)

(b)

BREEEAN
BRETRNDERABDET
TR IEFHBEARERE R
FERERBFHENLBR
MatE - AREHEMBEEL
AR RZF-RFEARAAZTH
ABTHABRREFARR =T
—RFTZATANERERRE
ATEIRLMBEEE - R=T—L
o RRIBBREFE-FT L
F-A-REBRSTAR &t
EEh@EEaNeRRERER
BF o Bt - AIRREFREE
EREEER st EEREER
MEFIREEA - HRBRME - &
IEPPRTSETHRE - AR
REEEENGT  BBHRR
BTRHIE W e )55 B 1 (P ot
41) - At - BREEE LT AR
T ABREFRM(ZT X
FORBEHEELAER) - sl
MmE RZT-RER-FT—t
o ARANEREIRNES
BEARBFIER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS E
GAUBRENE

DIVIDENDS 36 RE
No dividend has been declared by the Company in respect of 2017 (2016: ARAEEPRE_T—LFRE
Nil). Dividend of HKD0.04 per share (amounting to HKD 102,756,000, (Z2E—REFE:E)c T — R F
equivalent to RMB87,825,000 based on the exchange rate on the payment ERRENBZE-_Z-—HAF+=H
date of such dividend) was declared and paid in 2016 in respect of the =+t HEFERER/EFRBE T4
year ended 3| December 2015. (Z102,756,0008 70 * ERRZ KB
NERNTANEXHENARE
87,825,0007C) °
CASH GENERATED FROM OPERATIONS 37 RERHELNRE
ded 31 Decemb
3] H =
2017 016
ot St
RMB’000 RMB’000
AR®TR i
Profit before income tax RS BAI AR 408,527 400,849
Adjustments for: HE
Amortisation of land use rights (Note 7) Tt e A (FE7) 724 724
Amortisation of intangible assets (Note 9) EREESHE () 22,086 22,086
Depreciation of PP&E (Note 8) Wm¥ - BERRBTE(MTe) 55,077 54433
Deferred income credited to statement of HRBRRMETKA (i 30)
profit or loss (Note 30) (1,908) (2,122)
Finance cost, net (Note 33) BsER  FE(ME33) 10,245 19,238
Share of profit of associates (Note 12) FERERE AR A (T 12) (26,089) (26,913)
Gain on disposal of AFS (Note 18 & 30) AHHESHEENEEFE
(PFi7E 18 & 30) (19,604) (9,537)
Operating profit before working capital changes B EE &S B AT K HF 449,058 458,758
(Increase)/Decrease in inventories FEUEM) /B (8,097) 5012
(Increase)/Decrease in trade receivables EUE S (32m),/ md (41,213) 11,340
Decrease/(Increase) in prepayments, BT HEREMERFR D,/ (38)
other receivables 61,035 (195916)
Increase in trade payable FERTE 5 3L 14,786 5228
Increase in accruals and other payables iR E A K E A T FIE N 30,404 6,495
Increase/(Decrease) in deferred revenue and BERMARBRERZEM/ (RD)
advance received from customers 12,788 (30,713)
Cash generated from operations RETHELENRS 518,761 260,204

Iriy
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W NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

CASH GENERATED FROM OPERATIONS (CONTINUED)

This section sets out an analysis of net debt and the movements in net

debt for each of the periods presented.

37 RETHEEMBEL(£)
AEEHINEEFENDTRE 25

BT ENED -

2017

—E—+t&

Net debt RMB’000
HH 8 ARBT 7
Cash and cash equivalents ReKREEEY 830,773
Borrowings — repayable within one year (Note 28) faR— AR —FNER(MFE28) (431,000)
Convertible bond - liability component (Note 29) AHiRES - BEDH (FEE29) (432,340)
Net debt B HER (32,567)
Cash and liquid investments BeknditikEg 830,773
Gross debt — fixed interest rates (Note3.| (a)(ii)) BREE — BT EPIEE3 (2)(i) (568,340)
Gross debt — variable interest rates BIS4ARE — B (295,000)
Net debt RRFE (32,567)

Net debt as at 3| December 2016

R-B-RE+-A=1-H

Other assets

Cash and cash due

equivalents
AftEERS
L)
RMB'000
ARMTR

RIE

Borrowings

RMB'000
AR®FR

Liabilities from financing activities
REEHELNAR
Borrowings
within due after
Convertible
bond
TR ES
RMB’000

ARMTR

| year
AEE

MR

| year
RIFEIH
RMB'000
ARMTR

Total

@t
RMB’000
AR¥ETR

NEBEE 1,042,398 (456,000) (190,000) (458,066) (61,668)
Cash flows Reng (192,806) 227,861 — 26,835 61,890
Foreign exchange adjustments R (18,819) — — 30,639 11,820
Other non-cash movements EtIERERD - (202,861) 190,000 (31,748) (44,609)
Net debt as at 3| December 2017 R-BE-tE+-fA=+-H

WEHRE 830773 (431,000) — (432,340) (32,567)
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38 COMMITMENTS AND CONTINGENT LIABILITIES

(@)  Capital commitments

As at 31 December 2017 and 31 December 2016, capital

expenditures contracted for but not yet incurred were as follows:

38

GAUBRENE

Iriy
L

o

AENBRERE

(a) EXRMEE
RZB—+tFR=_ZT—R"F+=
A=+—8 BEHEHRELE

ZERREZMT -

A De »
2017 016
— :
RMB’000 RMB'000

ARMT T K
Property, plant and equipment ERN S 116,904 113316
Equity investment BRRE 13,000 53,600
129,904 166,916

(b)  Operating lease commitments

The Group leases offices and plant under non-cancellable operating

lease agreements. The future aggregate minimum lease payments

under non-cancellable operating leases were as follows:

(b) REHEEE
REERBTATHUEREEEL
MARREREE - L TERT
FUBREHER TR AR R&EMR

TR

A De »

2017 016
“E—tF
RMB’000 RMB'000
AR®BTR S

Within | year | AR 1,079 2,543
More than | year but within 5 years | E5F 528 173
1,607 2,716
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HEHBERNT
¥
38  COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED) 38 A#HBNIAEE(E)
(c)  Contingent liabilities () HAREE
The Group had no contingent liabilities as at 31 December 2017. RZZE—tF+A=+—8"
As at 31 December 2016, the Group had contingent liabilities of AEEREHAAREBE - R_F
RMB260,000,000 which representing financial guarantee provided —RNFETZA=+—8 X%£E
to an associate. There is no material liquidity risk arising from the BBEAREE AR 260,000,000
financial guarantee provided by the Group. 7+ BIfR Mt T — ML A RR B
BER - ARBRTRENTKE
REBELEXNRBDE AR -
39  TRANSACTIONS WITH NON-CONTROLLING INTERESTS 39 HEFEREZZIXZ
On 21 December 2017, the Group acquired an additional 35% of RZE—+F+-A=+—H K&
the equity interests of Tiandi Green for a total consideration of B U B R AR B B RSN 35% A - 48
RMB536,297,800. Immediately prior to the purchase, the carrying RERBARM536297,800° BXEBEE
amount of the existing 35% non-controlling interests in Tiandi Green was Al - RRRIMAR B 0030 B 35% FF 1 IR 1
RMB423,133,000. The effect on the equity attributable to the owners of = HAREE A AR 423,133,000 ©
Tiandi Green during the year is as follows: FARMGEEEARGERZNTE
LN
2017 016
—E—tF
RMB’000 RMB'000
AR®BTR BN
Carrying amount of non-controlling BB IR S REE
interests acquired 423,133 —
Consideration paid to non-controlling interests B3R IER IR E (536,298) —
Excess of consideration paid recognised KRN EIEERER
in the transactions with non-controlling R B EEPHERNEL
interests reserve within equity ERREHD (113,165) —
There were no transaction with non-controlling interests in 2016, RIB-RFEWEETHEIFZERER
ZR5 o
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RELATED-PARTY TRANSACTIONS

Related parties are those parties that have the ability to control the other
party or exercise significant influence in making financial and operating

decisions. Parties are also considered to be related if they are subject to

common control,

(@)  Transactions with related parties

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS i

GAUBRENE

Iriy
L

4

40 BHAEIXS
BAE S RIBRE IR S — A AR
BREERRBMNERNTENAL -
HEEHERIERABY S o

() HEEABFINXS

ded De b
3 5 = 3
2017 016
— g
RMB'000 RMB'000
ARMT T X
Revenue from RE TFIBEEA A
— Leasing of a production line to —HELERT—HBE QA (i)
an associate (ii) 2,051 2,051
— Selling of bottle preforms and caps to ~ — SHERLEMIME T
an associate (if) — B 2 R (i) 100,648 87,056
— Selling of mineral water products to —HEBRKERT
an associate (iii) — EJE & A A (i) 884 2,371
Purchase of RE
— Goods from entities under common —MA—EHNEBREEY ()
control (i) — 2
— Goods from an associate (i) — A — B E R REREEY (i) 331 —
— Equipment from an associate (i) — A — B & A B () = 950
Cash advance to an associate (ii) fa T —MEE & DRI 2 B () 30,000 33,500
Financial guarantee for an associate B—EEE A RENIBER
(Note 38 (c)) (FEE38 (o) — 260,000
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40 RELATED-PARTY TRANSACTIONS (CONTINUED)

(@)  Transactions with related parties (continued)
(i)  Goods were bought from an entity controlled by a major
individual shareholder based on normal commercial terms and

conditions.

(i) These were the transactions between the Group and Highland
Natural Water, an associate of the Group. The transactions

were based on agreed terms between both parties.

(i) These were the transactions between the Group and Moutai
5100, an associate of the Group. The transactions were based

on the agreed terms between both parties.

(b)  Balances with related parties:

The balances with related parties are as follows:

40 BEBEIXRFZ(£)

(@)

REBLTNRS(#)

() EVRBEEEHRHER
RAGAIE T ZEABRRE
BB RS o

(i) BEAREEHEZRRA
KAEEMEELNT) 2
BORG  ZERHNE
R ET A8 75 13 5E O 1R B
7

(i) BELA/REEEFA5100
(REEMBERE)ZMH
MR 5 ZERHTIER
FTHYE T 1 E B R TET T

BB AR
EEE T M AEERIN T

A De b
2017 016
—B-tF
RMB’000 RMB'000
ARBT R R
Trade receivables (Note 13) FEWE 5k (MiaE13)
— An associate - Highland Natural Water ~ —E$& N8 — g RAANK 6,199 49,396
— An associate - Moutai 5100 —BE QA —FA5100 168 3,171
6,367 52,567
A De b
2017 016
—B—tF
RMB’000 RMB'000
ARBT R K
Other receivables Ho At e R
— An associate - Highland Natural Water —Bt& A8 —mRRAKHIEE16)
(Note 16) 30,000 54,821
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40 RELATED-PARTY TRANSACTIONS (CONTINUED) 40 BBHAIXRS(£)
(b)  Balances with related parties: (continued) (b) EREAMEAHMAEER: (£)
As a Decembe
2017 016
“E-tF
RMB’000 RMB'000
ARETR S
Advances received from customers WERZRFER
— An associate - Tibet 5100 Cosmetic — BN A — AR5 1001k
Co., Ltd. ("5100 Cosmetic”) (i) BRABSI00bR]) () 371 —
(i) 5100 Cosmetic is an entity controlled by a major individual (y Sl00ftHEmABE—REE
shareholder. EARREHOEE
The above amounts due from Highland Natural Water and 5100 Fat S R RAKKS51001k
Cosmetic were unsecured, non-interest bearing and repayable on B FIE A EER - EEAA
demand. AN EoR(E R -
(¢) Key management compensation () FEEBASEHM
The compensation paid/payable to key management is shown below: BN/ EBREEEE AR
EHME
ded De b
3 = = =
2017 016
—E-tF
RMB’000 RMB'000
ARBTR S
Salaries and other short-term FekHMEHESRT
employee benefits 1,118 9,626
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194

SHARE-BASED PAYMENT

On 16 December 2015, the Company granted 25,200,000 of share options
to China Distribution. Under the agreement, China Distribution has the
right to purchase up to 25,200,000 ordinary shares of the Company at the
price of HKD3.00 per share within 0 years from | January 2016 if certain
performance conditions are met by China Distribution during the vesting

period from | January 2016 to 3| December 2018.

The vesting of the share options is conditional, subject to the achievement
of the prescribed sale and performance targets by China Distribution

within three years commencing from | January 2016.

The Group has no legal or constructive obligation to repurchase or settle
the options in cash. As at 3| December 2017, none of the share options

was exercisable.

The Company determined that the above share option scheme was a sales
incentive to its major customer — China Distribution. As at 3| December
2017, management assessed the possibility for China Distribution to meet
the vesting conditions within the three - year period from | January 2016
and concluded that none of the vesting conditions could be met within the
three - year period. Accordingly, no debit of revenue was recorded for the
year ended 3| December 2017 (2016: nil) relating to the sales incentive

under the above share option scheme.

41

BRoERGN
R-ZBE—RE+=_A+x8  A2Q7
[ A #E D23 25,200,000 17 B AR HE o

REHSE WME-_T—X~F—HA—H
REZE-N\FF+ZA=+—HLH
GENEATECEENTETRA
G BT —A"F—A—HRHK
MTFR - FECEFRUER300
BB EE AR A& 25,200,000
MR o

BRENGEBXTPELENE T
—RE-A-HRBRN=FREE
EHERBEMABREHRENHRR -

AKBYELIENETES  UHE
MR EEZERE R —1F

ARRH ERBRETIET A
IBEP-—PELCENHENE RN
“E—tFt-A=1—R EHE
AETHECRBE T R"F—A—
Bt = F HIRm R R B (R T ro Al a8
B YEHERBRAR=FHENE
Eim B ERB R - Bt REZE
CE—+HF+A=+-HLEFEY
B AR FRBRETSATHOHE
HEABENKAER(ZT—RF:
") e



BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS E
FEBBRENZ

Iriy
L
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42 AERAREEEBRKFEEE

A

2017 016
—E-tF :
Balance eet o e Compa ote RMB’000 RMB'000
ARAHERR ARETR R
Assets gE
Non-current assets ERBDEE
Loans to subsidiaries ERTHEAR 1,402,160 1,375,156
1,402,160 1,375,156
Current assets REBEE
Cash and cash equivalents RekReEEY 55,375 95,057
Prepayment FA A 395 478
Other receivables HoAh FE TR 38,389 348,233
94,159 443,768
Total assets BEE 1,496,319 1,818,924
Equity and liabilities EaRkEE
Equity attributable to owners of ERAEEE ARG ER
the Company
Share capital %N 21,363 21,363
Share premium W& B 1,206,829 1,206,829
Shares held for share award scheme A RED R B A MR (158,868) —
Other reserves Hth 48 (a) 31,948 110,693
Retained earnings Rl (a) (42,690) (5,268)
Total equity ERAH 1,058,582 1,333,617
Liabilities &
Non-current liabilities FREBEE
Convertible bond-liability component  FJ#x &% — B &7 432,340 458,066
432,340 458,066
Current liabilities REEE
Other payables H A TR 5,397 27,241
5,397 27,241
Total liabilities BEAE 437,737 485,307
Total equity and liabilities EaREEEE 1,496,319 1,818,924

The balance sheet of the Company was approved by the Board of

Directors on 23 March 2018 and was signed on its behalf.

WANG Dong £X
Director %

EEeiR T N\F=ZA=-+=H
HWEAARBEEBRIREET -

LIU Chen &2
Director £%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
HEMBHEM T

42

BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY
(CONTINUED)

@)

Reserve movement of the Company

42

FRARNEERBRRARGEEE (£)

() ADEHESS

Other reserves

Retained earnings

Bl Hif
RMB’000 RMB’000
ARBTR ARBTR
At | January 2016 RZE—RF—A—H 96 8,037
Profit for the year FEME 82,461 —
Currency translation differences INEFTEEER — 84,271
Total comprehensive income FEWGER 82,557 92,308
Dividends paid ERIRE (87,825) —
Convertible bond-equity component Ak E s — R — 18,385
At 31 December 2016 R-B-RE+=A=+-H (5,268) 110,693
At | January 2017 RZT—tF—HA—H (5,268) 110,693
Loss for the year FEBE (37,422) —
Currency translation differences INEFTEEE — (78,745)
Total comprehensive income ZENGEE (42,690) 31,948
At 31 December 2017 R=B-—tF+=-A=t+—H (42,690) 31,948




43  BENEFITS AND INTERESTS OF DIRECTORS

(A) Directors’ and chief executive’s emoluments

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

43

The remuneration of each director and the chief executive for the

year ended 3| December 2017 is set out below:

Discretionary

GEMBREME (7

BN RER

(A EBEERIETHAEME
EEERFETRABBE_Z
—tF+ZA=+—BLFEN
HMESINT

Employer’s
contribution

to benefit Allowance

Salary bonuses scheme and benefits Total

EXmER
i e BEBRA MR REREN st
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARBTT AR%®TT AR%Tn AR¥Tn AR%T:x
Mr. Wang Dong (i) FREE() 759 — — — 759
Mr. Fu Lin (ii) A (i) 712 — — — 712
Mr. Yue Zhigiang EEREsE 1,127 — — — 1,127
Ms. Jiang Xiaohong eI G 433 — — — 433
Mr. Liu Chen AREE 1,040 83 16 — 1,139
Mr. Jesper Bjoern Madsen BXIE 4 1,430 — — 221 1,651
Mr. Lee Kong Wai, Conway ~ ZB&E4E 416 — — — 416
Mr. Wei Cheng, Kevin Rk E 416 — — — 416
Mr. Wong Hak Kun FrRE%E 1,300 — 16 — 1,316
Ms. Han Linyou (i) B (i) 607 49 9 — 665
8,240 132 4| 21 8,634
() Appointed as the director on 29 May 2017 and the chief iy RZE—tFERAZTAH

(i)

(iii)

executive officer of the Company on 18 August 2017.

Resigned on |8 August 2017.

Appointed on 29 May 2017.

ARZEREEN_-F
—tFENATN\BEZRE
RARAITRABE, -

iy RZZE—tFEAHA+N\H
BHE -

iy RZE—tFRAZTH
AREE -
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£ NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
HEMBREMT

BENEFITS AND INTERESTS OF DIRECTORS (CONTINUED)

(A)

(B)

Directors’ and chief executive’s emoluments (CONTINUED)
The remuneration of each director and the chief executive for the

year ended 3| December 2016 is set out below:

43

Discretionary

Salary

bonuses

e  BREL

RMB'000

RMB'000

ARETT ARETT

EEENRER ()

(A)

EERIETBAEME(2)
REFNTEBTRAEBEBE_T
—RNETZA=+—BLEFEN
FENESIT

Employer's

contribution

to benefit Allowance

scheme  and benefits

EEmER

SEER RMRER t
RMB'000 RMB'000 RMB'000
ARBTR ARBTR ARETR

Mr. Fu Lin L 1,108 — — — 1,108
Mr. Yue Zhigiang EREE 1,108 — — — 1,108
Ms. Jiang Xiaohong ZBI L 426 — — — 426
Mr. Liu Chen AREE 845 67 15 — 927
Mr. Jesper Bjoern Madsen XIS 1,406 — — 8l 1,487
Mr. Lee Kong Wai, Conway —~ ZBRE%AE 409 — — — 409
Mr. Wei Cheng, Kevin B 409 — — — 409
Mr. Wong Hak Kun IrHkAE 1,278 — 15 — 1,293

6,989 67 30 8l 7,167

There was no remuneration, inducement fee, or compensation for
loss of office to Directors during the year ended 3| December 2017
and 2016.

Directors’ retirement benefits

During the vear ended 3| December 2017, no retirement benefits
operated by the Group were paid or made, directly or indirectly, to
or receivable by a director in respect of his services as a director or
other services in connection with the management of the affairs of

the Company or its subsidiaries (2016: nil).

BE-T-tER-F-5%
TZASt-BLLERE  BEM
EFLMEANS  ADEIR
e

EERNKEA
BE-_T—+H+-A=1+—H
HFE HEAEBERNES
RS B ASBEL RN
B TERESBREREEA
DRIKEMBARZ EHEEN
HAh BR 75 7 B B A0 IR (KB F
(ZE—RF &)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

BENEFITS AND INTERESTS OF DIRECTORS (CONTINUED)

©

Directors’ termination benefits

During the year ended 31 December 2017, no payments or benefits
in respect of termination of director’s services were paid or made,
directly or indirectly, to or receivable by a director; nor are any
payable (2016: nil).

Consideration provided to third parties for making available directors’
services

During the year ended 3| December 2017, no consideration was
provided to or receivable by third parties for making available

director’s services (2016: nil).

Information about loans, quasi-loans and other dealings in favour of
directors, controlled bodies corporate by and connected entities with
such directors

There are no loans, quasi-loans or other dealings in favour of
directors, controlled bodies corporate by and connected entities
(2016: nil).

Directors’ material interests in transactions, arrangements or contracts

No significant transactions, arrangements and contracts in relation
to the Group's business to which the Company was a party and in
which a director of the Company had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year (2016: nil).

43

e B EM T

EEENRERE)
(C) EBKLER
BE-Z—tHt-HA=t—H

L5E BEREERERLE
BB EAEF IR SAE DT

TIBZAEN - %%ﬁﬁfw KB
B REMEMR(ZT X
FE) -

RESRBEAE=FTRENKE

Bz-T—+tFf+=-A=1+—H
HFE VEAZEERBERE=
HIRHRE  FZHMERKA
B(ZE—XRF &)

EREUES  EEcSE5ZE
LHEERASHEANER £
EXREMBRZNERN
BENES EF 23 EHEE
LBEEBAIEANER £
EFFIEMRTFH (=T —RF:
&) o

EERNRG  RUFEHNEKX
L E
RERSNERETAER - BE
BEAQABWERTHABEARAT
EERNERRFERAEE(TH
ERSEE)NEEBEKER
MEARS  THREH(ZZ
—REE)

i’
(A
'

4

199



% FIVE-YEAR FINANCIAL SUMMARY
AENBHE

Profitability data
(RMB million)

Revenue

Gross profit

Operating profit

Profit for the year

Profitability data (%)

Gross profit margin

Operating profit margin

Net profit margin

Return on total shareholders' equity

Assets and liabilities data
(RMB million)

Non-current assets

Current assets

Current liabilities

Non-current liabilities

Equity attributable to owners
of the Company

Assets and Working Capital data

Current assets ratios

Gearing ratios

BABHE
(ARMEER)

A

£H

WERE

FREAIE

BABE (%)

£F%

EEREE

B

RS RER RS
EERARNE
(ARMEER)
FRBEE
RBAE

hBaE
FRBAME
KAAEEA
0
EENADESRE
RBAELE
AREELE

2017
—E-tF

932
551
393
368

59%
42%
39%
12%

2,907
1,642
901
473

3,174

36%
21%

868
520
393
359

60%
45%
41%
10%

2,880
1,938
631
693

3,123

40%
24%

832
502
363
323

60%
44%
39%
10%

2,635
1,025
403
60

773
484
460
385

63%
60%
50%
13%

2,215
1,221
327
158

787
576
529
461

73%
67%
59%
[7%

1,661
1,596
455
72

Note:

The summary above does not form part of the audited consolidated financial statements.
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