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Chairman’s Statement
FERES

Dear Shareholders,

The Group’s revenue and gross profit from continuous operations
of 2017 amounted to HK$35,434,000 (2016: HK$15,529,000)
and HK$9,422,000 (2016: HK$3,846,000) respectively. As
the Chinese Government implemented policy changes toward
subsidies to electric buses in 2016, the national sales volume
of electric buses fell sharply, and increased notably the level of
uncertainty of the industry. In view of this, the Group immediately
adjusted its strategy, and accelerated its entry into the much larger
clean energy passenger vehicles market by utilizing its technology
advantages in super battery, electric motor and electric control
systems.

The Board is highly optimistic of the future of the China’s clean
energy vehicle market. The range extender electric vehicle
developed by the Group is totally in line with the China's situation,
without the need for large scale construction of charging facilities
or the need for change of consumer behaviors, and no more
“range anxiety” of pure electric vehicles. The Board believes, the
competitors of our range extender vehicles are not pure electric
ones, but conventional gas-powered internal combustion engine
vehicles which has the largest inventory. Hence, the market
potential is huge.

The Group has attained breakthroughs after years of dedication
and efforts in the research and development of technological
advancement in the area of clean energy vehicle. Three new
models, H600, K550 and K750 were successfully launched in the
Geneva Auto Show in March 2017 and the Shanghai Auto Show
in April 2017, all gained strong and positive feedbacks from the
industry and the market. In the Geneva Auto Show in March
2018, the Group once again successfully launched the brand-new
and technologically advanced HK GT model. It received prominent
attention and much media coverage by professional media
groups, such as CCTV of China, CNN of the US and Der Spiegel
of Germany, etc and was one of the most popular models in the
auto show. The Group is progressively implementing its R&D plan
for passenger vehicles and is expected to launch more models of
sedan, SUV and commercial vehicles in 2018.

The year ahead will be the year for implementing the clean
energy vehicle business of the Group. The Group has signed or
reached consensus with and gained great financial support from
several local governments of the mainland, and would start the
construction of several clean energy vehicle production bases
in 2018. The Group’s mission is to be socially responsible while
optimizing values for shareholders. We will continue to promote
clean and efficient range extender clean energy vehicles and
contribute to the environmental protection cause of the world.

I would like to express my sincere gratitude to all shareholders,
directors and employees of the Group for their tremendous
support!

Yeung Yung
Chairman

Hong Kong, 28 March 2018
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Biographical Details of Directors and Senior Management

sEZNEREEEBERE

Below are the biographical details of the Directors and the Senior
Management of the Group as at the date of this annual report.

EXECUTIVE DIRECTORS

Dr YEUNG Yung ({fRt), aged 60, was appointed a Director
of the Company in November 1998, and is the Chairman of the
Group, the chairman of the nomination committee and a member
of the remuneration committee of the Board. Dr Yeung is also a
substantial shareholder of the Company. Dr Yeung holds a PhD
Degree in Economics from the China’s Southwest University of
Finance & Economics. Dr Yeung was elected as a director of the
John Hopkins University Center — Nanjing University Centre for
Chinese and American Studies (#F E LR R OIEE) . Dr
Yeung was the chairman, chief executive officer and president
of Brilliance China Automotive Holdings Limited and also the
chairman and president of Shenyang linbei Passenger Vehicle
Manufacture Co., Ltd. from 1992 to 2002. Dr Yeung is a well-
known, highly successful automotive industrialist with over
18 years' experience in the automobile industry as well as a
pioneering international financier from China.

Mr XU Jianguo (&) , aged 50, was appointed a Director of
the Company in June 2010. He is also the Chief Executive Officer
of the Group. Mr Xu holds a Master's Degree in mechanical
engineering from the Shanghai Jiaotong University in the PRC.
He is currently the vice-president of the global sourcing division
in Hybrid Kinetic Motors Corporation, a wholly-owned subsidiary
of the Company. Mr Xu has 20 years’ experience in the field
of mechanical engineering and automotive industries. He was
one of the key experts who developed Chinese Computer aided
engineering industry in 1990s. Mr Xu has extensive experience
in product development, engineering management, product
planning, purchasing and supplier management. Mr Xu was
involved in multiple projects for certain well-known auto makers
in Asia and Europe and has extensive expertise in automotive
development procedure. Mr Xu has in-depth understanding in the
global automotive industry, in particular the Chinese automotive
industry.
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Biographical Detalls of Directors and Senior Management

(in

ESREREREREN

Mr HUI Wing Sang, Wilson (&7 %) , aged 50, was appointed
a Director of the Company in September 2007. He is also the
Deputy Chairman of the Group and one of the authorized
representatives of the Company. Mr Hui holds a Master’s Degree
in Business Administration from the University of Surrey and a
Master’s Degree in Professional Accounting and Information
Systems from the City University of Hong Kong. He has been an
associate member of Hong Kong Institute of Chartered Secretaries
(HKICS) since 1996 and Hong Kong Institute of Certified Public
Accountants (HKICPA) since 1999. Mr Hui possesses more than
20 years of experience in accounting, finance and corporate
management.

Dr HUANG Chunhua (% &%), aged 54, was appointed
a Director of the Company in June 2010, and is the Deputy
Chairman of the Group. Dr Huang holds a Bachelor of Economics
Degree from the Wuhan University in China, an MBA and PhD
in Marketing (focus on corporate strategy) from the University
of Strathclyde in Scotland. Dr Huang is also the vice-chairman of
Hybrid Kinetic Motors Corporation, a wholly-owned subsidiary
of the Company and a director of certain subsidiaries of the
Company. Dr Huang had been the vice-chairman of the Company
between November 2002 and October 2007 and its chief financial
officer between August 2000 and September 2004. He is an
independent non-executive director of China Rare Earth Holdings
Limited (listed in Hong Kong). He was among the first generation
China equity analysts and had in-depth knowledge about China’s
automotive and the transport infrastructure sectors, as well as
red chip conglomerates. Dr Huang was a pioneering financier for
China’s first wave of private companies going public in Hong Kong
during 1999 and 2001.
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Biographical Details of Directors and Senior Management

sEZNEREEEBERE

Dr WANG Chuantao (EJIIi®), aged 64, was appointed
a Director of the Company in April 2009, and is the Deputy
Chairman of the Group. He is also the chief executive officer of
Hybrid Kinetic Motors Corporation, a wholly-owned subsidiary of
the Company. Dr Wang has more than 30 years’ experience in
the field of manufacturing engineering. He is an internationally
recognized leading technologist and business leader in the
development and implementation of advanced stamping using
computer-aided engineering technology and production systems
for digital die manufacturing and stamping for large scale
automotive applications. He had been the Chief Die Engineer
and Technical Fellow in General Motors Corp in Michigan, the
US before he joined the Group. He is armed with interdisciplinary
education, diverse and in-depth knowledge and management
experience in the automotive industry. He received his doctorate
in industrial systems and engineering and his Master’s Degree in
materials science and engineering from The Ohio State University,
Columbus, Ohio, the US and his Bachelor’s Degree and Master’s
Degree in mechanical engineering from Chongging University,
Chongging, the PRC.

Mr LIU Stephen Quan (8IR), aged 63, was appointed
a Director of the Company in October 2007. Mr Liu holds a
Master’s Degree in business, economics and finance from the
China Europe International Business School (CEIBS). Mr Liu has
extensive knowledge and experience in the management of supply
chain business. He has been in the supply chain industry for more
than 20 years and was one of the founders of several industrial
companies and investment companies in China and the US.

Dr ZHU Shengliang (kB R), aged 67, was appointed a
Director of the Company in May 2008. Dr Zhu holds a PhD
Degree in Economics from the Southwestern University of
Finance and Economics. Dr Zhu is currently the chairman of
Ningbo Meilide Consulting Co., Limited, a subsidiary of the
Company. Dr Zhu possesses extensive experience in finance and
corporate management. He took senior managerial roles in several
companies, including Shanghai Shenhua Holdings Co., Ltd., a
PRC-listed company.
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Biographical Detalls of Directors and Senior Management

(in

ESREREREREN

Mr LI Zhengshan (ZEIELL), aged 48, was appointed a Director
of the Company in June 2010. Mr Li holds a Master of Arts Degree
in English language and literature from the Shanghai International
Studies University. He has been the Executive Assistant to Dr
Yeung Yung, the Chairman of the Company since 2003 and
the deputy general manager of the PRC investment division of
the Company. He is currently a director of certain subsidiaries of
the Company. He is responsible for corporate coordination and
business development of the Group in China.

Mr TING Kwok Kit, Johnny ( TEI##), aged 56, was
appointed a Director of the Company in November 2014, and
is the Company Secretary and the Chief Financial Officer of the
Company. He is also one of the authorized representatives of
the Company. He had previously served as the independent non-
executive Director from 19 November 2007 to 31 May 2011. Mr
Ting holds a Bachelor’s Degree in Economics from the University
of Victoria of Canada and a MBA from the City University of Hong
Kong. Mr Ting is a fellow member of the Association of Chartered
Certified Accountants and a member of the Certified General
Accountants Association of Canada. He is also a fellow member
of the Hong Kong Institute of Chartered Secretaries. Mr Ting
has more than 15 years' experience in accounting, finance and
corporate management.

Mr CHEN Xiao (FRBE) , aged 46, was appointed a Director of
the Company in November 2014. Mr Chen has joined the Group
since April 2008. He has been one of the senior management of
the Group and has been assuming the roles of general manager
or deputy manager or director (as the case may be) of certain
subsidiaries of the Company. Mr Chen is primarily responsible for
identifying, evaluating, participating in commercial negotiations
and financial planning for the implementation of potential
projects for the Group in the PRC. Mr Chen was graduated from
the Shanghai University of Finance and Economics ( /&8 4%
AKE)in 1994, majoring in Investment, Economics and Financial
Management (R E & EE 1) . He has extensive experience
in the areas of securities investment, corporate finance, capital
management and merger and acquisition in the PRC.
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Biographical Details of Directors and Senior Management

sEZNESREEEBER

NON-EXECUTIVE DIRECTOR

Dr XIA Tingkang, Tim (EER), aged 62, was appointed a
non-executive Director of the Company in June 2010. Dr Xia
is currently an independent non- executive director of Jian's
ePayment System Limited (listed in Hong Kong). Dr Xia holds a
Bachelor's Degree from Peking University, the PRC, a PhD from
The Ohio State University, the US and a Juris Degree from the
Columbia University School of Law, the US. Dr Xia is currently a
senior partner of an international law firm, Locke Lord LLP, and
a registered U.S. patent attorney. Prior to his legal career, he was
a physicist specializing in supercomputing, large scale computer
simulation of complex fluids, super-thin-films of polymers, and
Josephson junction superconducting arrays, electromagnetic
properties of high temperature superconductors, and physics
of granular metals. Dr Xia also counsels clients of international
corporate law.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr SONG Jian (5Rf&), aged 60, was appointed an independent
non-executive Director of the Company in May 2010. Dr Song
holds a Doctorate’s and Bachelor’'s Degrees in Tsinghua University.
He is currently a professor of Automotive Engineering Department
in Tsinghua University. He is also the Executive Vice-President of
the Tsinghua Automotive Engineering Institute, the Vice-Director
of the National Laboratory in Automotive Safety and Energy
and an expert consultant to the Beijing Government. Dr Song
was formerly the Deputy Dean of the Automotive Engineering
Department at Tsinghua University.

Dr ZHU Guobin (kB ), aged 56, was appointed a non-
executive Director in July 2010 and re-designated as an
independent non-executive Director of the Company on 31
December 2012. Dr Zhu holds a Bachelor’'s Degree in history, a
Master's Degree in history and a Master's Degree in law from the
Renmin University of China, a Master’s degree in law from the
University of Hong Kong and a PhD in law and a HDR (Dipléme
d'Habilitation a Diriger des Recherches) from the University of
Aix-Marseilles in France. Dr Zhu is currently a professor of law
in the School of Law of City University of Hong Kong. He is also
a guest professor at Shandong University, Sichuan University,
and at Schools of Law of Wuhan University, Zhejiang Universtiy
and Qingdao University in the PRC. He is a council member of
the Chinese Association of Constitutional Law and a member
of International Association of Constitutional Law and French
Society of Comparative Legislation, and an titular member of
the International Academy of Comparative Law. Dr Zhu is also
a Director of The Legal Education Fund Limited (HK), and also a
council member of Hubei Province Overseas Friendship Association.
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Biographical Detalls of Directors and Senior Management

(in

ESREREREREN

Mr CHENG Tat Wa (8FiZE %), aged 53, was appointed an
independent non-executive Director of the Company in August
2012. He is also the chairman of the audit committee and a
member of the nomination committee and the remuneration
committee of the Board. Mr Cheng holds a Master's Degree in
international accounting from City University of Hong Kong and
a LLB (HONS) from Northumbria University. Mr Cheng is a fellow
member of the Association of Chartered Certified Accountants.
He is an associate member of the Institute of Chartered Secretaries
and Administrators of Canada and a member of the Certified
General Accountants Association of Canada. He is also a member
of the Institute of Internal Auditors. Mr Cheng has more than 15
years of extensive experience in the business accounting fields.

Dr LI Jianyong (FEH), aged 60, was appointed an
independent non-executive Director of the Company in December
2012. Dr Li holds a Doctoral Degree in economics from the
Southwestern University of Finance and Economics ( 78 & 81 4% X
£) . Dr Li obtained the accreditation and qualification of sponsor
representative* (fRE L& A) from the Securities Association
of China (FREIES W2 ) in 2007. Dr Li had served various
senior positions in GF Securities Company Limited ( /&% & %%
AR AF) . DrLi was also appointed as the vice-chairman of
the Securities Association of China in 2007. Dr Li has extensive
experience in the securities and investment field in the PRC. Dr Li
is currently a professor of the Chinese Finance Research Institute of
the Southwestern University of Finance and Economics.
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Biographical Details of Directors and Senior Management

sEZNEREEEBERE

Mr CHAN Sin Hang (BRZ i), aged 33, was appointed an
independent non-executive Director of the Company in December
2012. He is also a member of the audit committee of the Board.
Mr Chan holds a Bachelor’s Degree in business (accounting) from
the Australian Catholic University. Mr Chan is a full member of
the CPA Australia. He is also a member of HKICPA since March
2013. Mr Chan had been an auditor in CPA firms in Hong Kong,
and a chief financial officer and a company secretary of a financial
services company based in Hong Kong and China. Mr Chan has
more than 5 years of experience in the accounting field, and
is currently a chief accountant of a Hong Kong company. He is
currently a director of a PRC consultant company.

Mr LEE Cheung Yuet, Horace (ZF#51®), aged 36, was
appointed an independent non-executive Director of the Company
in September 2017. He is also the chairman of the remuneration
committee and a member of both the audit committee and the
nomination committee of the Board. He is an executive director
of Aurum Pacific (China) Group Limited and an independent non-
executive director of Chuan Holdings Limited (both are listed in
Hong Kong). Mr Lee holds a Bachelor's Degree of Commerce
(Accounting) from The University of Queensland, Australia since
2004. Mr Lee is a Fellow Member of the Association of Chartered
Certified Accountants since 2014. Mr Lee has over 13 years of
working experience in merger and acquisition, financial reporting,
investment analysis and business development. Mr Lee has been
taking up senior positions in the financial and business sectors
for over 7 years and he also has extensive experience in terms of
Hong Kong listed companies.

COMPANY SECRETARY

The company secretary of the Company is Mr Ting Kwok Kit,
Johnny, an executive Director of the Company. Please refer to the
biographical details of Mr Ting as disclosed above.

*  For identification purpose only
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The directors of the Company (the "Directors” or the “Board”)
are pleased to present to the shareholders their report together
with the audited consolidated financial statements of the
Company and its subsidiaries (the “Group”) for the year ended 31
December 2017 (the “Year").

MANAGEMENT DISCUSSION AND ANALYSIS
AND OTHER INFORMATION

OVERVIEW

The Group principally engages in the development and sales of
battery management systems and spare parts, high-tech electric
motor vehicles, and advanced batteries materials. The Group is
also engaged in the provision of finance leasing services.

During the Year, the principal businesses of the Group included
the development and/or sales of:

o battery management systems and spare parts;
. high-tech electric motor vehicles; and

o advanced batteries materials, including key new energy
automobile components and single and few-layer graphene.

The Group's revenue and gross profit for the Year amounted
to approximately HK$35.4 million (2016: HK$15.5 million) and
HK$9.4 million (2016: HK$3.8 million). The gross profit for the
Year was primarily attributable to the sales of advanced battery
management systems. The loss attributable to shareholders for
the Year amounted to approximately HK$322.3 million (2016:
HK$355.3 million). The loss for the Year was mainly attributable to
administrative expenses.

The administrative expenses for the Year increased to
approximately HK$452.1 million (2016: HK$393.3 million) which
consisted of research and development expenses of approximately
HK$62.7 million (2016: HK$34.9 million), operating lease charges
in respect of land and buildings of approximately HK$35.1
million (2016: HK$35.4 million), employee benefit expense
(including wages and salaries, pension costs and other benefits)
of approximately HK$150.5 million (2016: HK$121.4 million) and
depreciation expenses of approximately HK$21.9 million (2016:
HK$18.8 million).
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During the Year, the Group had remained keen to seek
opportunities for investment, cooperation and/or collaboration
with renowned organizations, institution, experts and/or other
strategic alliances with a view to exploring ways to strengthen
the Group's supply chains, enhance its production capacity and
operational flexibility and widen its expertise in such areas which
were considered to be beneficial to the sustainable development,
expansion and diversification of the Group's businesses.

Battery management systems and spare parts

The Group has been engaging in the automotive batteries
business since 2011.

The Group identifies, secures or sources from time to time
quality manufacturers and/or suppliers worldwide with high-
level engineering capabilities and/or manufacturing capacities for
the Group’s automotive innovations and products. During the
Year, the lines of automotive-related batteries sold by the Group
included but not limited to LiFeMnPO4 lithium-ion batteries (
T ap s i 42 B th ) and Lithium Nickel Manganese Cobalt Oxide
battery. These are high-power rapid-charging battery cells suitable
for high-performance rapid charging new energy vehicles.

We consider the Group’s environmental automobile and
related businesses will be restrained unless there is innovative
breakthrough in battery architecture and technology. In this
respect, we have established a team of experts with extensive
experience and expertise in a wide variety of applications in the
automobile industry, which forms part of our core strength in the
development of, among other things, advanced and high quality
batteries, battery management systems and related technologies.
For instance, the Lithium Titanate Oxide battery and battery
systems which we have been developing have a relatively stable
structure, a higher battery charge and discharge current (C-rate),
a longer life cycle and more excellent environmental tolerance
(function from -30 °C to 55 °C) to better alleviate safety concerns.

Currently, the Group has its own manufacturing facilities in
Lianyungang, Jiangsu Province, the PRC for the processing of
battery cells and assembling of batteries and spare parts into
battery management systems. As part of the manufacturing
process of the battery management systems, the Group sources
battery cells from certain designated suppliers, and provide the
necessary expertise, technical know-how and support to such
suppliers so as to aid them in building production lines that are
developed and tailored for the manufacture and supply of battery
cells exclusively to the Group.
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Further, to ensure a stable supply of battery cells and minimize
any risk of reliance on any single supplier, the Group has formed
an equity joint venture (namely Z &K R IEB#HEREHE B R A
A] (Anhui Tiankang HK New Energy Technology Co., Ltd.*)) (the
"EJV") with ZEKXE (£8) KM AR A E (Anhui Tiankang
(Group) Co., Ltd.*) in Tianchang City, Anhui Province, the PRC
to engage in the development, production and sales of batteries
and related technologies so as to strengthen its production
capacity in the manufacture of battery cells. In October 2017, the
battery cells developed and produced by the EJV had passed the
function inspection test performed by B ZREBEL £ EE
AL (National Passenger Car Quality Supervision and Inspection
Centre), a national inspection authority in the PRC, which has
further expanded the sources of supply of battery cells to the
Group for its production and sales of battery management systems
in the PRC.

For the Year, the total revenue derived from the sales of battery
management systems and spare parts amounted to approximately
HK$35.1 million (2016: HK$5.3 million). The increase was mainly
due to a rise in the volume of sales orders from the Group's
customers.

High-tech electric motor vehicles

The Company has a long-term commitment to the global
automobile Industry. We believe that the demand for high-tech,
clean and sustainable transportation will continue to grow under
the global trend of urbanization and proactive imposition of
environmental regulation.

o Development of new types of new energy vehicles

During the Year, due to the sluggish market in the PRC for
electric buses caused by the reduction of fiscal incentives
following the Chinese government’s reforms (including the
introduction of tightened technical requirements) for China’s
electric vehicles markets to curb subsidy fraud in 2016,
the Group had shifted its focus to the development and
promotion of micro-turbine range extender vehicles.

The micro-turbine range extender vehicle developed by the
Group is equipped with a micro-turbine which can run on a
variety of fuels, including gasoline, diesel, ethanol, natural
gas or bio-fuels. Its co-generation units can generate electric
power to the vehicle and charge the electric car batteries
simultaneously. The vehicle therefore requires no external
charging facilities to achieve optimum efficiency and energy
economy.

Hybrid Kinetic Group Limited Annual Report 2017

BE SREAREMHERE KR EKREEM
BE-HER AR AEECEZEBRE (%
) RO BER A BN EZRERTMKIL—
BMEALBRAFREBHERMEERARLZ
BELX([AREE]) UEEEHHE-
HEEREEARBBARMFEE BB EE
MERE-R_FT—tF+A AELEMMAR
KA EZ BHATHE B BB i R s
FBELERBRRTOET A
E—TRAASEENHENRR ARES
BAEMHEEELEERR-

REAFEE REHEEHLEEZRARERE
1%z 48U A #) /35,100,000 7T ( ZF — X
£ :5,300,000/87) F WEEFERATEHE
EPHEREHEE Mo

BRI EEE

ARARBENNSRAEITE - RIVAE
N HIC 2 BH NS DD R
IR HRR R RE R EER 2 BRA
L

o FEMLNHELIRE

RAFE aRPEBRASETHES
BEmig (BREERMENR) - BRI
BE - LB —F— NFNMBFFERS
N EBRHEEHEMRTR  MAK
B ERRE R O 2 M RO B R 1

-¢u:| o0g M=

Eaa/ LR °

AREFREOMLAREERTER
BEMHEDHRLBE TEAS
Bt - 21 RATSEMIEE - %
RABTANMAERERATHEE
IE - BESBIERIE S IRT
% BB -



Following its collaboration in 2016 with Pininfarina S.p.A.
("Pininfarina”) (a recognized world leading company in
the field of design, engineering, prototyping and niche
manufacturing of motor vehicles) in the design and
development of new show cars based on the micro-turbine
range extender developed by the Group for presentation in
the car shows in Geneva and Shanghai in 2017, the Group
entered into a contract with Pininfarina in February 2017
to cooperate further in the production of a new type of
micro-turbine range extender electric sedan (H600). The
Group has delivered the required technical specification
of powertrain and other key components for the frame
construction of the prototype H600. The work is currently
in prototype development stage to fine-tune and complete
the frame construction of the micro-turbine range extender
electric vehicle by installing all the key components into the
prototype vehicle.

After a complete prototype vehicle is built, the Group will
conduct certain simulation work such as crash analysis
and durability tests on the vehicle (which is expected to
be completed in around mid-2018). The Group will then
proceed to the series development stage for the pilot testing
of the production and enter into the building phase of the
vehicle afterwards (which is expected to be commenced at
the end of 2018). Barring any unforeseen circumstances,
the Group expects that the final product of its new micro-
turbine range extender vehicle, with the support (stage of
industrialization, engineering changes and launch support)
of Pininfarina in the PRC, will be ready for mass production
in mid-2020. Pursuant to the agreement with Pininfarina,
the Group is entitled to hold the ownership of all designs,
patterns, models, gauge, sample, specification and other
technical date developed by Pininfarina and the Group in
connection with the above work.

Continuous brand building — debut of new concept car

Following the global debut of the luxury sedan H600 and
with the continuous collaboration with Pininfarina, the
Group has further refined the identity of the Hybrid Kinetic
brand and proudly presented in the 2018 Geneva motor
show its fourth new concept car (2018 HKGT) which
exemplified sensuality, power and elegance. HKGT, with the
Group's advanced powertrain technology applied, is dubbed
as a car with two souls as it offers two different modes of
experience: “race”, for moments of solitary and hedonistic
sports driving, and “cruise” for great routes to be shared
with family.
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Establishment of manufacturing base with strategic alliance

During the Year, the Group has gained the support of %
(LR ARKA (Ningbo Fenghua District People’s
Government*) and L REREAE T RN BRA A
(Beijing WKW Automotive Parts Co., Ltd.”), an automaker
whose shares are listed on the Shenzhen Stock Exchange,
towards the proposed implementation of a business plan
regarding the establishment of a manufacturing base in
Ningbo Fenghua District, the PRC for the research and
production of new energy automobiles and other key new
energy vehicles components (including power batteries and
range extender). The business plan, under the auspices of
the PRC municipal government (through the creation of a
favourable operating environment such as the offering of
subsidies, investment or tax incentives and other assistance)
is expected to expedite the implementation of the business
plan. Please refer to the Company’s announcement dated
29 September 2017 for details.

Sales channel expansion

We consider the success of our business also hinges on an
effective distribution channel strategy for the sales of the
new energy vehicles and other automotive products of the
Group. During the Year, the Group entered into an entrusted
management agreement with ¥ FEERER B HE RS A
R 28] (Harbin Longfei Automobile Sales & Service Co. Ltd.*
(“Harbin Longfei”)) and its shareholders pursuant to which
the Group has been entrusted with the management of the
business operation and administration of Harbin Longfei for
a term of five years commencing from 1 October 2017. The
scope of our work includes the daily management of Harbin
Longfei and provision of guidance and recommendation in
the formulation of its business strategies, annual business
and investment plan, annual financial budget, and the
deployment of human resources.
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Pursuant to the entrusted management agreement, the
Group is entitled to receive from Harbin Longfei 70% of
its profit after tax each year as management fee, which
was determined after arm’s length negotiation and with
reference to the estimated costs of the Group to provide
high-level guidance and supervision as well as the added-
value that the Group has agreed to offer to Harbin Longfei
by appointing it as the exclusive authorized dealer of new
energy vehicles to be developed by the Group in the city of
Harbin, the PRC.

The arrangements under the entrusted management
agreement are expected to widen the income stream of the
Group and, more importantly, allow the Group to leverage
on Harbin Longfei’s existing sales platform and network to
expand our geographical reach for the promotion and sales
of our new energy vehicles in the northeast region in the
PRC according to our marketing strategy without incurring
heavy market entry costs.

During the Year, there was no revenue generated from the
segment of high-tech electric motor vehicles (2016: HK$9.2
million).

o Finance leasing business

The Group has a valid business licence for the operation
of finance leasing business in the PRC. To complement
the development of its high-tech electric motor vehicles
business, the Group will continue to provide finance leasing
arrangement to potential customers, which is expected to
help promote the sale and use of electric motor vehicles and
bring steady interest income for the Group.

For the Year, the revenue recorded for the Group’s finance
leasing business was approximately HK$0.3 million (2016:
HK$1.0 million).
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Advanced batteries materials

The Group is dedicated to the research and development of
advanced batteries materials and has an experienced team of
experts with diverse expertise in energy management, system
controls, power conversion and energy storage technologies
for automobiles. During the Year, leveraging their combined
expertise, the Group has continued its efforts in the research and
development of single and few-layer graphene, which is an ideal
material for super batteries, electronic traction motor and power
electronic system for use in electric vehicles. The battery material
is still under its research and development stage and did not
generate any revenue for the Year.

o Other research project with academic and research
institution

One of the Group's ongoing research projects is a 7-year
project with the University of California focusing on
graphene materials for automobile applications, which is
expected to be completed in 2020.

o Protection of intellectual property rights

To protect its intellectual property rights, the Group is in the
course of applying for patent registration in respect of its
proprietary interest in an invention (namely, “Nanoporous
Graphene Naowires and Producing Methods and Application
of the Same").

For the Year, there was no revenue recorded from this segment of
business (2016: Nil).

RISK MANAGEMENT

The businesses of the Group may be affected from time to time
by changes in local, national or international laws and regulations
(such as fuel consumption laws and regulations and other
energy saving and emission reduction measures), as well as new
government policies and other political, social, legal, regulatory
and environmental requirements. These could result in an
additional or unforeseen increase in operating expenses or other
expenditure, create financial or operational risks to the Company,
impede its business operations and negatively affect the Group's
performance.
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In furtherance of its businesses in the promotion of clean energy
and the use of new energy vehicles and to alleviate potential
risks and uncertainties that the Group may face, the Group will
strengthen its competitveness by, among other things, teaming
up with strategic or business alliances and other stakeholders
with shared value and goals in the automobile and new energy
industries to complement each other in the respective resource
advantages and network, making concerted efforts in the
research and development of advanced and/or transformative
technologies for the design, development and/or sales of energy
efficient and new energy vehicles (including but not limited to
extended-range electric vehicles), new batteries and other auto-
related components with a view to providing a more visionary
solutions in energy saving, emission reduction and transportation,
establishing production capabilities by constructing its own plants
and facilities and capturing supply chain opportunities through
its own facilities and identifying reliable and quality suppliers at
the same time to ensure stable supply, seizing suitable investment
and other opportunities as and when they arise to enhance the
Group's financial capability and flexibility so as to achieve long-
term sustainable business growth.

The Group has risk management and internal control systems and
procedures in place, which are regularly reviewed and updated,
to manage, mitigate or control the Group's exposure to risks and
timely respond to changes in market conditions.

PROSPECTS

The PRC government is keen to combat air pollution and narrow
the competitive gap between the global rivals and its domestic
automakers. To this end, the PRC government has postponed
implementing tough new sales quotas for new energy vehicles
(NEVs), which cover all electric battery vehicles (including electric
plug-in hybrids), and set goals for NEVs to make up at least one-
fifth of PRC auto sales by the end of the next two decades.
Besides, the Chinese government will extend tax debate on
purchases of NEVs until the end of 2020, and The Ministry
of Finance of the PRC has announced that tax exemption for
NEVs will be extended to run until the end of 2020. These are
welcoming policies and incentives for the PRC automobile industry,
as they are expected to spark a flurry of electric car deals and
new launches of new models of NEVs, and prompt automakers to
look for concrete and solid technology for the manufacturing of
NEVs. We are fully confident about the market potentials for the
development of NEVs in the foreseeable future.
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We believe that we have prepared the Group for the golden
opportunities as the Group has been developing, among other
things, technologies of powertrain, series of batteries and micro-
turbine range extender and equipped itself with the capability
of manufacturing the whole NEV on its own and formulated
business strategies to cater for the need of, and the anticipated
demand from, the vast of the market. Having said that, we will
not be complacent with our present ability and capability and
will continue to strive for further technological advancement in
the development of NEVs (through, among others, entering into
series of development stage for NEVs through co-operation and
other forms of strategic alliance, and setting up of production
lines at strategic locations for the manufacture of NEVs, which
may or may not require additional funding requirement), build
up and maintain good relations and business connections with
governmental authorities, existing business partners as well as
potential strategic alliances (including other automakers). We
believe our business plans, our persistence in following our
business philosophy to bring ideas, innovations and changes to
the automobile industry and our unwavering efforts will allow
us to better pursue and diversify our businesses, widen our
income streams and ultimately create long-term values for all our
stakeholders.

Nl

OTHER INFORMATION - UPDATE ON THE
LEGAL PROCEEDINGS IN THE US AGAINST
MEMBERS OF THE GROUP

Reference is made to the Company’s announcements dated
26 March 2017 and 14 November 2017 (collectively, the
“Announcements”) regarding, among other things, the Lawsuit
referred to in the Announcements and commenced by Townsend
Ventures LLC, XALT Energy LLC and XALT Energy MI, LLC
(collectively, “XALT") against the Company and one of its wholly-
owned subsidiaries, Billion Energy Holdings Limited (“Billion
Energy”).
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As disclosed in the Announcements, the supply agreement dated
20 March 2015 entered into between Billion Energy and XALT
Energy MI, LLC for the supply of battery cells was at the core of
a civil lawsuit (the “Lawsuit”) commenced by XALT in the United
States District Court for the Northern District of Maryland (the
“US District Court”), located in Baltimore Maryland. In August
2017, the US District Court granted the Company’s motion
to compel that the claims in the Lawsuit be subject to binding
arbitration in Hong Kong, before the Hong Kong International
Arbitration Centre. The US District Court ordered the Lawsuit
stayed, and administratively closed, unless and until there is a
conclusion to such an arbitration. The US District Court therefore
will not preside over the Lawsuit, although it may consider an
application to enter a judgment if and when there is an order after
trial from the Hong Kong Arbitration Centre. The parties to the
Lawsuit are ordered to report back to the US District Court after
conclusion of any arbitration proceeding in Hong Kong.

Since the US District Court’s order was issued, XALT has not, to
the Company’s knowledge, taken any steps to initiate such an
arbitration. Currently, the Company is not aware of any active,
open litigation between the Company and XALT relating to the
claims stated in the Lawsuit, and there is no assurance that any
such proceeding will or will not be commenced.

Although litigation is unpredictable, and no discovery has been
exchanged between the parties, the Company, in consultation
with its legal counsel and based on its current understanding of
the facts, believes it has meritorious defenses to all claims (even
if such a litigation is initiated before the Hong Kong International
Arbitration Centre), and the Company intends to vigorously
defend the claims, and it reserves the right to state cross-claims,
including a claim to recoup the entire amount of the prepayment
made to XALT.

The Company has engaged in discussions with XALT with the aim
of resolving all parties’ legal claims amicably (if possible), there
is however no resolution to these discussions, or to the parties’
dispute yet.
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Audit Committee’s and the Board’s views on the audit
qualification of the Auditor

The full version of the audit qualification of the Company’s
external auditor, ZHONGHUI ANDA CPA LIMITED (the "Auditor”)
and its basis is set out in the “Independent Auditor’s Report ” on
pages 67 to 72 of the annual report.

During the years ended 31 December 2016 and 2017 and as at
the date of this report, the Group was yet to recoup from XALT
any amount of the prepayment made to XALT and XALT failed or
refused to respond to the Auditor’s request for confirmation of the
existence and the amount of such prepayment.

The Audit Committee and the Board had each discussed with
the Auditor its qualification to the Auditor’s report. The Audit
Committee and the Board shared the same views that the
Company had provided all available evidence to the Auditor of
the Group's making of the prepayment to, and its receipt by, the
recipient supplier (whom and whose related parties are involved
in the Lawsuit) and, except for the uncertainty or possible effect
of the matters leading to the Auditor’s qualified opinion disclosed
in the Independent Auditor’s Report contained in this annual
report, the consolidated financial statements of the Group for the
financial year ended 31 December 2017 give a true and fair view
of the performance and financial position of the Group as at 31
December 2017.

Given that no discovery has yet taken place, and there is no active,
open litigation with XALT presently, the Audit Committee and
the Board consider it is understandable, from the Auditor’s audit
perspective, that it is premature to evaluate whether (i) any portion
of the prepayment to XALT is unrecoverable; (ii) the recordation
of the prepayment to suppliers in the audited financial statements
of the Group for the year ended 31 December 2016 and 2017
was fairly stated; and (iii) there are no present contingent liabilities
to be recognised for the Lawsuit. The Auditor has advised that
whether or not its audit qualification may be resolved will depend
on, among other things, (i) whether the progress of the Lawsuit is
favourable or whether the outcome of the discussions with XALT
will be able to resolve all parties” legal claims and (ii) the receipt
of direct audit confirmation by the Auditor in relation to the
prepayment made to XALT. The Company will continue to engage
in discussion with XALT and seek legal advice for appropriate legal
actions on the Lawsuit from time to time in the hope of resolving
the parties’ dispute or settling the Lawsuit expeditiously so that
the audit qualification will not be carried forward to the Group’s
financial statements for the financial year ending 31 December
2018.
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Actual or potential impact on the Company’s financial
statements

The Audit Committee and the Board will defer to the professional
views of the Auditor on the audit qualification from the audit
perspective as disclosed above.

Given that the recoverability of the prepayment to supplier was yet
to be ascertained, the Directors did not have sufficient information
to reasonably estimate the extent of impairment (if required)
relating to the prepayment. Such prepayment was therefore
recorded at its carrying amount of approximately HK$333,814,000
and HK$333,918,000 in the Group’s financial statements as at 31
December 2016 and 2017 respectively.

As the Lawsuit was not in any substantive stage, the Audit
Committee and the Board were of the considered views that
the Company did not have sufficient information or would not
be reasonably practicable to foresee whether or not contingent
liabilities (if any) had arisen or will arise (or estimate accurately
the possible extent, if any) or what the eventual outcome of the
Lawsuit may be. Accordingly, the completeness of contingent
liabilities in the Group's financial statements for the year ended 31
December 2016 and 2017 cannot be ascertained.

Nonetheless, the Directors are not aware of any matters arising
from the dispute or the Lawsuit with XALT that might have a
material adverse impact on the ordinary operations or financial
position of the Group.

The Company will keep its shareholders and potential investors
informed of any material development in relation to the Lawsuit.

Contingent liabilities

The Group did not have any contingent liabilities as at 31
December 2017 (2016: Nil).

MATERIAL ACQUISITION OR DISPOSAL AND
SIGNIFICANT INVESTMENT

The Group did not have material acquisition or disposal of assets
and significant investment during the Year or any future plans
for material investment or capital assets (other than the existing
projects and those disclosed in this annual report).
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the Year, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s listed
securities.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2017, the total equity of the Group amounted
to approximately HK$1,598.8 million (31 December 2016:
HK$1,861.4 million).

The gearing ratio of the Group as at 31 December 2017 measured
in terms of total liabilities divided by shareholders’ equity was
approximately 3.87% (31 December 2016: 2.61%).

As at 31 December 2017, net current assets of the Group were
approximately HK$857.0 million (31 December 2016: HK$1,635.1
million). The cash and cash equivalents amounted to HK$311.8
million (31 December 2016: HK$695.3 million). The Group did not
have outstanding borrowings (31 December 2016: Nil).

PLEDGE OF THE GROUP’S ASSETS

As at 31 December 2017, the Group had pledged its bank
deposits of HK$2.0 million (31 December 2016: HK$2.0 million) to
the Group's bankers to secure general banking facilities granted to
the Group.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES AND ANY RELATED HEDGES

During the Year, almost all of the income and expenditure of the
Group were denominated in Renminbi, Hong Kong dollar and/or
United States dollars. The Group had no significant exposure to
foreign exchange fluctuations and, therefore, had not taken any
financial instruments for hedging purpose.
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HUMAN RESOURCES AND REMUNERATION
POLICIES

The Group had a total of approximately 294 employees as at
31 December 2017 (2016: 229 employees). Total staff costs,
including directors” emoluments, of the Group were approximately
HK$150,456,000 (2016: HK$121,374,000). It has been the
Group's policy to ensure that the remuneration levels of the
Directors and its employees are reviewed and rewarded on a
performance-related basis within the general framework of the
Group's salary and bonus system. We also offer other benefits,
including insurance coverage as well as retirement benefits to the
employees of the Group. Share options may also be granted to
the Directors and employees of the Group to attract, retain and
incentivize them to work and make contribution towards the long
term growth and development of the Group.

REVIEW OF FINANCIAL STATEMENTS

The audit committee of the Company had reviewed and discussed
with the management of the Company regarding the consolidated
financial statements of the Group for the Year.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for
the past five financial years is set out in the annual report on page
144. The summary does not form part of the audited financial
statements.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption
available to the shareholders of the Company by reason of their
holding of the Company’s securities.
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The Directors during the Year and up to the date of this Directors’

report are:

Executive Directors:

Dr Yeung Yung (Chairman)

Mr Xu Jianguo (Chief Executive Officer)
Mr Hui Wing Sang, Wilson (Deputy Chairman)
Dr Huang Chunhua (Deputy Chairman)
Dr Wang Chuantao (Deputy Chairman)
Mr Liu Stephen Quan

Dr Zhu Shengliang

Mr Li Zhengshan

Mr Ting Kwok Kit, Johnny

Mr Chen Xiao

Non-executive Director:
Dr Xia Tingkang, Tim

Independent Non-Executive Directors:
Dr Song Jian
Dr Zhu Guobin
Mr Cheng Tat Wa
Dr Li Jianyong
Mr Chan Sin Hang
Mr. Lee Cheung Yuet, Horace
(appointed on 13 September 2017)
Mr Wong Lee Hing (retired with effect from 31 October 2017)
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
THE SHARE CAPITAL OF THE COMPANY

As at 31 December 2017, so far as is known to any director(s) or
chief executive of the Company, the following parties (other than
the directors or chief executive of the Company) were recorded
in the register kept by the Company under section 336 of the
Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the “SFO"), or as otherwise notified to the Company,
as being directly or indirectly interested or deemed to be interested
in 5% or more of the issued share capital of the Company:
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Number
Name Capacity/Nature of interest of Shares Percentage
£ v 1] S #eHE Bifr8 B Bk
(Note 4)
(MF5E4)
Sun East LLC Beneficial owner (Note 1) 2,673,071,189 13.14%
EmEAA (W)
Yeung Yung Interest of controlled corporation (Note 2) 2,673,071,189 13.14%
P &h ZyEE R (M)
Beneficial owner (Note 3) 68,140,000 0.34%
EmEA A (H:E3)
2,741,211,189 13.48%
Notes: B E -

1. Sun East LLC is owned as to 35% by Dr Yeung Yung (shared
commonly with his spouse under the laws of California, the US) and
65% by Mr Ma Manwai (alias Ma Manwai, Philip) and Mr Jimmy
Wang (alias Wang Jian) as co-trustees for certain trusts established
for the benefit of the children of Dr Yeung Yung on 30 December
2002. Dr Yeung Yung (as well as his spouse) was deemed to be
interested in these 2,673,071,189 Shares held by Sun East LLC
under Part XV of the SFO.

2. These 2,673,071,189 Shares are the same parcel of Shares held
by Sun East LLC in which Dr Yeung Yung (as well as his spouse) is
deemed interested under Part XV of the SFO.

3. These 68,140,000 Shares are directly held by Dr Yeung Yung, in
which his spouse is deemed interested under Part XV of the SFO.

4. The percentage of shareholding is calculated on the basis of
20,337,872,747 Shares in issue as at 31 December 2017 and does
not take into account any Shares which may fall to be allotted and
issued upon exercise of any subscription rights attaching to any
share options granted by the Company.

Save as disclosed above, no person, other than those Directors
whose interests are set out in the section “Directors’ and chief
executive’s interests and short positions” below, had registered an
interest or short positions in the share capital or underlying shares
of the Company that was required to be recorded under Section
336 of SFO.
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INTERESTS AND SHORT POSITIONS

As at 31 December 2017, the interests and short positions of
the directors and the chief executive of the Company in the
shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV
of the SFO) as recorded in the register kept by the Company
pursuant to Section 352 of the SFO or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix

ne

A MR Pz R s FORR T

10 to the Rules Governing the Listing of Securities on the Stock
Exchange (the "Listing Rules”) were as follow:

(1)

Long positions in the ordinary share (each a (1)

“Share") of HK$0.10 each in the Company

Name of Director

Number of Shares

(BR-—RIRHM)) zFR

RNRZTB—+E+-_A=+—0 %&»
F&EmTHABRA R B sk A8 A E
(EERBHRHAEGKOEXVE) 2 &kH - 18
RO ESTHREREESMAEKAE
I2EARRRITFE ZE RS KERE
ERBMEZHMBRAR (B )FEZH L
AR ([ EWHRA]) e+ ArE it A
ERETESFRRINBETFAZTHEERR

RAA B EREE0.10E T

EERESITRARZHER

AEE

BEBER

Approximate
percentage of

Capacity/Nature of interest

shareholding

ERENRE B8 E B EEHE BE#ENaS T
(Note 1)
(BiF&ED)
Yeung Yung 2,673,071,189 Interest of Controlled corporation
Pt (Note2) ¥ EEE=
(P7E2)
68,140,000 Beneficial owner
E=EEA
2,741,211,189 13.48%
(Note 3)
(PH3E3)
Xu Jianguo 30,000,000 Beneficial owner 0.15%
REH ExBEEA
Hui Wing Sang, Wilson 2,904,000 Beneficial owner 0.01%
FoKE EaEEA
Huang Chunhua 65,000,000 Beneficial owner 0.32%
BEE ExBEEA
Wang Chuantao 30,000,000 Beneficial owner 0.15%
TS EaEEA
Liu Stephen Quan 281,760,000 Founder of trust
2R (Note 4) Interest of children under 18
(f3xa)  {EsEAlIBA
RMI8HR T 2 e
10,000,000 Beneficial owner
ExBEEA
291,760,000 1.435%
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Name of Director

Number of Shares
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Capacity/Nature of interest

5
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.|||n

Approximate
percentage of
shareholding

EENR BRHBE & HEEME BESHEST
(Note 1)
(F3ET)

Zhu Shengliang 22,043,883 Beneficial owner 0.11%

KBER EanEEA

Li Zhengshan 26,270,000  Beneficial owner 0.13%

W EaEEA

Ting Kwok Kit, Johnny 3,000,000 Beneficial owner 0.015%

TR ExnEEA

Chen Xiao 25,000,000 Beneficial owner 0.12%

= EanEEA

Cheng Tat Wa 1,300,000 Beneficial owner 0.006%

L fedac EaEEA

Chan Sin Hang 500,000 Beneficial owner 0.002%

RE®

BEamBA

Notes:

(M

The percentage of shareholding is calculated on the basis of
20,337,872,747 Shares in issue as at 31 December 2017 and
did not take into account any Shares which may fall to be
allotted and issued upon exercise of any subscription rights
attaching to any share options granted by the Company.

These Shares are held by Sun East LLC. Sun East LLC is a
limited liability company incorporated in California, the US,
which is owned as to (i) 35% by Dr Yeung Yung (shared
commonly with his spouse under the laws of California, the
US) and (i) 65% by Mr Ma Manwai (alias Ma Manwai, Philip)
and Mr Jimmy Wang (alias Wang Jian) as co-trustees for
certain trusts established for the benefit of the children of Dr
Yeung Yung on 30 December 2002. Dr Yeung Yung (as well
as his spouse) was deemed to be interested in the Shares held
by Sun East LLC by virtue of Part XV of the SFO.

The spouse of Dr Yeung Yung is deemed to be interested in
the Shares beneficially held by Dr Yeung Yung by virtue of
Part XV of the SFO.

These Shares were indirectly owned by certain trusts of which
Mr Liu Stephen Quan were the founder. The children of
Mr Liu were eligible beneficiaries of the trusts. Mr Liu was
deemed to be interested in these Shares by virtue of Part XV
of the SFO.

W

BEREIHER-_ZT—tF+=A
=+—H B #7720,337,872, 7475 i%
NEHE UEFRATEARQREE
2 A AT B R M T B (T SR B A M 1T
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2 ZBR 5 B Sun East LLCEFA ° Sun
East LLCTYRASER piN A2 2 B BR
O EIE L EA35%EE (1R
BEBRMMEAPEEREERSH)
REXEEEREREEERET
%:—EZ%E%E—EA%E@%%EW
ZEEARZTE_F+= )EJ*+E
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(2) Interests in share options of the Company

(2) MADEBREZED

Number of
underlying
Shares
subject to  Approximate
outstanding percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
R ITHE
{21
FRERZ R
EERE fHAH AT ERR TR HRERGHEA B
(HK9) (Note)
(BT CiEd)
Xu Jianguo 20 November 2014 20 November 2014 to 0.201 50,000,000 0.25%
(342 ZZ-PWEF—AZ+H 19 November 2024
“E-WNE+-AZTEE
—Z-mE+—-AThE
Hui Wing Sang, 6 February 2008 6 February 2008 to 0.114 27,000,000
Wilson ZZEN\FZARA 5 February 2018
AFKE “ZZ\5ZRSHE
—E-\¥ZARA
6 September 2013 6 September 2013 to 0.108 60,000,000
ZT-=FNARH 5 September 2023
ZE-ZH¥NARAE
ZTZ=FfhARA
20 November 2014 20 November 2014 to 0.201 50,000,000
ZZ-WEF—AZ+H 19 November 2024
“E-NE+-AZTEE
—F-mEt-AthA
137,000,000 0.67%
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E R
Number of
underlying
Shares
subjectto  Approximate
outstanding  percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
A RITE
FRRE
3R i3 2080
EERE RHBEH AT EHR fiER #HHEERHBE =:1:4
(HK$) (Note)
(B7) (BE)
Huang Chunhua 20 November 2014 20 November 2014 to 0.201 50,000,000 0.25%
aBEE “Z-WEF—AZ+H 19 November 2024
“T-NF+—-A-+HE
“E-MmE+—ATAR
Wang Chuantao 20 November 2014 20 November 2014 to 0.201 30,000,000 0.15%
JIE “Z-WEF—AZTH 19 November 2024
“E-WE+—AZ+HZE
“ZoWFE+-A+TNAE
Liu Stephen Quan 6 September 2013 6 September 2013 to 0.108 10,000,000 0.05%
2R ZE-=FfhARA 5 September 2023
—Z-=5AAREE
—ZZ=FNAAA
Zhu Shengliang 6 September 2013 6 September 2013 to 0.108 20,000,000
KBR ZE-=fhARA 5 September 2023
“E-=FNAREZE
“ZZ=FNAAA
20 November 2014 20 November 2014 to 0.201 20,000,000
“Z-WEF—AZTH 19 November 2024
“T-mE+—-A=+HE
—Z-MmE+—ATAR
40,000,000 0.20%

EESEEERAR —F—
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Number of
underlying
Shares
subjectto  Approximate
outstanding percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
HRTE
Bk
RERZ B
EERR BHAM AT{TERA R fIERE HRERHHE Bl
(HK9) (Note)
() (MEE)
Li Zhengshan 6 September 2013 6 September 2013 to 0.108 20,000,000
FIEW ZE-=FNAKRH 5 September 2023
ZET-ZFNARAE
ZTZ=FHhARA
20 November 2014 20 November 2014 to 0.201 50,000,000
“E-mFE+-A=tH 19 November 2024
—F+—A=+HZE
_7_E¢+ AthB
70,000,000 0.34%
Ting Kwok Kit, 6 September 2013 6 September 2013 to 0.108 32,000,000
Johnny ZE-=FNAKRA 5 September 2023
TR “E-=FNARAZE
ZZZ=%¥hARA
20 November 2014 20 November 2014 to 0.201 25,000,000
—mFE+—A=+H 19 November 2024
—mFE+—A=1+HZ
fjfﬂi+ A+hA
57,000,000 0.28%
Chen Xiao 20 November 2014 20 November 2014 to 0.201 50,000,000 0.25%
RREz —T-mE+—AZtH 19 November 2024
—F+—A=+HZE
_7_E¢+ AthB
Xia Tingkang, Tim 6 September 2013 6 September 2013 to 0.108 10,000,000
BER ZZ-ZFNAKRA 5 September 2023
I I =
ZZZ=FNAREA
20 November 2014 20 November 2014 to 0.201 10,000,000
ZZ-MmEFT—AZTHE 19 November 2024
Z-pNE+—HA=+HE
_7_E¢+ AthB
20,000,000 0.10%
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Number of
underlying
Shares
subjectto  Approximate
outstanding  percentage of

Name of Director Date of grant Exercisable period Exercise price Options  shareholding
A RITE
FRRE
3R 1243 5
EERE RHBEH AT EHR fiER #HHEERHBE =:1:4
(HK$) (Note)
(B7) (BE)
Song Jian 6 September 2013 6 September 2013 to 0.108 10,000,000
R “E-=FNARA 5 September 2023
ZT-ZFNARRE
ZTZ=¥NAEA
20 November 2014 20 November 2014 to 0.201 10,000,000

“Z-ME+—A=F+H 19 November 2024
“T-NF+—-A=-1+HE

“E-MF+—-ATNH
20,000,000 0.10%
Zhu Guobin 6 September 2013 6 September 2013 to 0.108 10,000,000
REDR ZE-=fhARA 5 September 2023
“E-ZfNAAZE
—“Z-=FhAEE
20 November 2014 20 November 2014 to 0.201 10,000,000
—mF+—A=+H 19 November 2024
—mFE+—A=+HZ
_7—E$+ AThA
20,000,000 0.10%
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Number of
underlying
Shares
subjectto  Approximate
outstanding percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
ARITE
{2
RERZ R REE
EERE B A% A{TERR TR HREEHE [=:1:4
(HK9) (Note)
(&) (MEE)
Cheng Tat Wa 20 November 2014 20 November 2014 to 0.201 5,000,000 0.025%
Wiz —E-{UF+—A=1H 19 November 2024
—mE+—-AZ+THE
_7_E¢+ A+hB
Li Jianyong 6 September 2013 6 September 2013 to 0.108 10,000,000
ZEE “E-=FNAKRH 5 September 2023
ZET-ZHNARAE
ZTZ=FHhARA
20 November 2014 20 November 2014 to 0.201 20,000,000
—mE+—AZ+H 19 November 2024
—NE+—-AZ+HE
_7_E¢+ A+hB
30,000,000 0.15%
Chan Sin Hang 20 November 2014 20 November 2014 to 0.201 4,500,000 0.02%
BES —Z-WE+—A=1H 19 November 2024
—mFE+—-AZ+THE
_7_E¢+ At+hA
Note: M3 -
The percentage of shareholding is calculated on the basis of BEREOLEN _E—+F+_-_A=+—H

20,337,872,747 Shares in issue as at 31 December 2017.

Save as disclosed above, none of the Directors or the chief
executive of the Company had or were deemed to have any
interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as at 31 December

2017.
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Old Scheme")
on 12 June 2003, which was expired on 11 June 2013. The share
option scheme currently in force was adopted on 13 June 2013
(the “Scheme”) pursuant to an ordinary resolution passed by the
shareholders of the Company at the annual general meeting of
the Company held on 13 June 2013.

The following share options were outstanding during the period
from 1 January 2017 to 31 December 2017 (the “Period”):

Share options

Directors’ Report
E§=vAdﬁtt§§

MRz 1Rt &

ARV ZZZ=FATBHRH—IEH
PergEstE ([E518)) B8R =T —=F
NAT—REH -BREARBRESET
BREAQRBBRRNR-_Z-—=FA+=HAF
TZARRRRBFAG BB —RER
REER _ZE—=F XA T=B&HM ([
&)

.|||n

NTERER-_Z—tF-—HF—BE_F
—t¢+_ﬂ:+—5%%U%WDﬁ$ﬁ
&

Share As at
Options ~ 31December ~ Dateof  Exercise  Vesting  Exercise
Exercised 2017 Grant Price Period Period
Bfiff RIZ-t%F

WE® +ZRZt-B  REHAW fTER  RBER  TES

lapsed/
Asat  Reclassification Share cancelled
Name Category of 1 January during Options during
Participant 2017 the period Granted the period
FHE
R-B-t%F M =5 1 B&N/
SRERBTH -A-H ENAR ke HEmRE
Director
£
Xu Jianguo 50,000,000 - - -
Hui Wing Sang, Wilson 27,000,000 - - -
kA
60,000,000 - - -
50,000,000 - - -
Huang Chunhua 50,000,000 - - -
Wang Chuantao 30,000,000 - - -
&
Liu Stephen Quan 10,000,000 - - -
AR
Zhu Shengliang 20,000,000 - - -
RER
20,000,000 - - -
Li Zhengshan 20,000,000 - - -
FEW
50,000,000 - - -
Ting Kwok Kit, Johnny 32,000,000 - - -
TEIR
25,000,000 - - -

- 50,000,000  Note 5 Note 5 - Note 5
liEs) MizEs &S
- 27,000,000  Note 1 Note 1 - Note 1
i3l i3l M
- 60,000,000  Note 3 Note 3 - Note 3
Wit3 Wit3 B3
- 50,000,000  Note 5 Note 5 - Note 5
liEs) MizEs &S
- 50,000,000  Note 5 Note 5 - Note 5
liEs) MizEs &S
- 30,000,000  Note 5 Note 5 - Note 5
liEs) MizEs &S
- 10,000,000  Note 3 Note 3 - Note 3
MizE3 MizE3 M3
- 20,000,000  Note 3 Note 3 - Note 3
MizE3 WizE3 M3
- 20,000,000  Note 5 Note 5 - Note 5
iR liRs) HiEES
- 20,000,000  Note 3 Note 3 - Note 3
M3 MizE3 HiEE3
- 50,000,000  Note 5 Note 5 - Note 5
WS  HES Bits
- 32,000,000  Note 3 Note 3 - Note 3
Wizt3 Wizt3 B3
- 25,000,000  Note 5 Note 5 - Note 5
Mi&Es HizEs &S

FESEERAR —E-—LFFH
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Share options
lapsed/
Asat  Reclassification Share cancelled Share As at
Name Category of 1 January during Options during Options ~ 31December ~ Dateof  Exercise  Vesting  Exercise
Participant 2017 the period Granted the period Exercised 2017 Grant Price Period Period
FHE
RIE—t& FHH =53] £3.v4 Bfiff RIZ-t%
SRENERER -R—-8 ENAR 1] HHmRE BR#E +-A=+-B RHAWM fTER BEH  TES
Chen Xiao 50,000,000 - - - - 50,000,000 Note 5 Note 5 - Note 5
RE Hiits RS Hizts
Xia Tingkang, Tim 10,000,000 - - - - 10,000,000  Note 3 Note 3 - Note 3
EER ] RE M3
10,000,000 - - - - 10,000,000  Note 5 Note 5 - Note 5
ftsts ftits ftits
Song Jian 10,000,000 - - - - 10,000,000  Note3 Note 3 - Note 3
Rt ECI i
10,000,000 - - - - 10,000,000  Note 5 Note 5 - Note 5
HiEs HiES WS
Zhu Guobin 10,000,000 - - - - 10,000,000  Note 3 Note 3 - Note 3
REH M3 M3 M3
10,000,000 = = = = 10,000,000  Note 5 Note 5 = Note 5
s RS Hizts
Cheng Tat Wa 5,000,000 = = = = 5,000,000  Note5 Note 5 = Note 5
i} £ Hiits RS Hizts
Li Jianyong 10,000,000 S S S 5 10,000,000  Note3 Note 3 S Note 3
IRE M3 RE M3
20,000,000 - - - - 20,000,000 Note 5 Note 5 - Note 5
ftsts ftits ftits
Chan Sin Hang 4,500,000 - - - - 4,500,000  Note 5 Note 5 - Note 5
REE Hits ftits ftits
Wong Lee Hing 7,000,000 (7,000,000) - - - - Noted Note 4 - Note 4
INE Wit Hiita it
2,000,000 (2,000,000) - - - - Noteb Note 5 - Note 5
HiEs HiES WS
Sub Total: 602,500,000 (9,000,000) = = - 593,500,000
Nt
Employee (in aggregate) 17,000,000 - - - - 17,000,000  Note 1 Note 1 - Note 1
E&(A3) lik=al M (i
104,500,000 = = = = 104,500,000  Note 3 Note 3 = Note 3
M3 RE M3
278,000,000 - - - - 278,000,000  Note 5 Note 5 - Note 5
ftits ftits ftits
25,000,000 - - - - 25,000,000  Note 8 Note 8 - Note 8
M8 M8 Hizts
- - 10,000,000 = = 10,000,000  Note 9 Note 9 = Note 9
M9 M9 Mo
Sub Total: 424,500,000 - 10,000,000 - - 434,500,000
N
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Share options
lapsed/
Asat  Reclassification Share cancelled Share As at
Name Category of 1 January during Options during Options  31December ~ Dateof  Exercise  Vesting  Exercise
Participant 2017 the period Granted the period Exercised 2017 Grant Price Period Period
*HRE
R-E-t% 4R B B&%/ Bfff R-Z-t%
SRERBER -A-H ENRRE R HAmEE BRE +ZR=+-B RUHEM TR BEYW  TES
Other eligible persons:
(in aggregate) 5,000,000 - - - - 5,000,000  Note 1 Note 1 - Note 1
HihaEBAL: (B3) i3l i3l HiE
196,000,000 = S S - 19000000 Note3  Note3 - Note 3
ME3 W HE
14,000,000 7,000,000 - - - 21,000,000  Note 4 Note 4 - Note 4
Wizka Wizka B4
214,000,000 2,000,000 - - - 216,000,000  Note 5 Note 5 - Note 5
iRs) liRE) &S
400,000,000 = S S - 400000000 Note6  Note6 - Note 6
e Mile firit6
200,000,000 - - - - 200,000,000  Note 7 Note 7 - Note 7
Wiz Wizt k)
Sub Total: 1,029,000,000 9,000,000 - - - 1,038,000,000
Nt
Total: 2,056,000,000 - 10,000,000 - - 2,066,000,000
@&t
Notes: 3t
1. These share options were granted on 6 February 2008 and are 1. ﬁzﬁﬁgﬁﬂgﬁ/\—7 ZNF_ANERE I
exercisable at a subscription price of HK$0.114 per share at any AR-ZEENF_ARRE_ZT-—N\F_A
time during the period of 10 years from 6 February 2008 to 5 ﬂEZWiHﬁFEEJWET—JE#FEEH F0.114%8
February 2018. ZREEITE
2. These share options were granted on 4 December 2012 and 2. ZEBEBEN_T-—F+-ANARS:
exercisable at a subscription price of HK$0.12 per share at any time YAIR-—_ZE—-—AF-—A—-—HE_T__%
during the period of 8 years from 1 January 2015 to 3 December +=A=HZ8FHEANEMRHEIEER0.12
2022. BTz RBETE-
3. These share options were granted on 6 September 2013 and are 3. A EBBRER —T—=FLANEEL I
exercisable at a subscription price of HK$0.108 per share at any ARZZE—=FNARBE_ZT==FhA
time during the period of 10 years from 6 September 2013 to 5 A Z10%F B A (AT B R R B %0.10878
September 2023. L2 RIBEITE-
4. These share options were granted on 29 July 2014 and are 4.  ZEBEBEER_FT-HNFLA-FTHAR
exercisable at a subscription price of HK$0.1136 per share at any B WARZE—MFLAZFNAEZE
time during the period of 10 years from 29 July 2014 to 28 July —EL A =+ N\ B 2105 B R A E AR B R
2024, BER0.1136B L2 RBEITHE -
5. These share options were granted on 20 November 2014 and are 5. ~ ZSBERER-_T - HNF+—-A_+HE
exercisable at a subscription price of HK$0.201 per share at any H YRR - E-—MOF+—A-_+HE_"Z
time during the period of 10 years from 20 November 2014 to 19 ZPE+— A+ 0B Z 105 B A E R
November 2024. BER0 201 B L2 RBEITE-
6.  These share options were granted on 14 July 2015 and are 6. HEBREN—T-HAFLATHBEEL

exercisable at a subscription price of HK$0.395 per share at any
time during the period of 10 years from 14 July 2015 to 13 July
2025.

YAIR—E—RAFLtAtTNBE-_T_RHF
tﬁJrfEZ1O¢%@F?WET—JETF3&1HX
0.3958 L 2 REBEITE -

FESEERAR —E—LFFH
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These share options were granted on 29 November 2016 and are
exercisable at a subscription price of HK$0.24 per share during the
3-years validity period (validity period) from 29 November 2016 to
28 November 2019 in the manner as set out below:

o up to 50% of the total number of share options granted
(that is, 100,000,000 share options) will become exercisable,
if at any time during the validity period, the market
capitalization of the Company reaches HK$6,000,000,000 or
above;

. the remaining 50% (that is, 100,000,000 share options) of
the total number of share options will become exercisable,
if at any time during the validity period, the market
capitalization of the Company reaches HK$8,000,000,000 or
above.

All outstanding or unexercised share options granted shall lapse
on 28 November 2019 or the date of termination of the Investor
Relations Agreement, whichever is the earlier. Please refer to the
Company'’s announcement dated 29 November 2016 for details.

These share options were granted on 9 December 2016 and are
exercisable at a subscription price of HK$0.228 per share at any
time during the period of 10 years from 9 December 2016 to 08
December 2026.

These share options were granted on 20 January 2017 and are
exercisable at a subscription price of HK$0.1872 per share at
any time during the period of 10 years from 20 January 2017
to 19 January 2027. The closing price of the Shares on the day
immediately before the date of grant (19 January 2017) was
HK$0.181 per share.

The fair value of services received in return for share options
granted are measured by reference to the fair value of share options
granted. The estimate of the fair value of the share option granted
is measured based on binomial option valuation model.

ZEBRER_T—"F+—A-ThBE
B WAHE T XAHEA AR T —REFE+—
AZt+NHEE_Z-AE+—A-+/\BZ
BFAMBNIZER0.24BTT 2 RBETTE

. ERLERELERZ50% (B
100,000, ooof‘ﬁ%Hx%)HﬁTb’é(E
15 38 5 X4 AT B P ) K 28 ) M
6,000,000,000,5mtuiﬁﬂﬂﬁ

=

. B A 48 2782 T~ 50% (EN100,000,000
DIERRHE) BRI RY (FE78 BB A frTBF
fE) AN A 5] T {& 3£8,000,000,0005% 7T
KA EREITIE -

PRA BTSN ARTTIE 2 E R BB/
—E-NEFE+ A+ N\ASREERER
I AH (ARFERE) K- FHIEFS
BARRHMA—Z - F+—A=-thA
AN

ZEBREN-_ZT—AF+_ANLBRH
WAR —E—RNF+_AABE-T - F
+ZANBZ10F HEAEREEIZER
0.228 L2 RIBETE -

ZEBRER T —+F—A=+HEL -
YAR—_FE—+F—A-+BHE_ZT_+F
—A+hB 21057 B R TR RS’
01872 L RBETE - REERHBEH
(ZE2—tF—A+NR)AIER  BRHKm
BAEI0.181E T

MERLBREKER 2 RBAFEDZRE

RHBEREZ ATEFE - EXLBREZ
BET A FEMA T R ERE A 2 -

Measurement date

FERH

20 January 2017

—Z2—t%

—RAZ=+H

Fair value NTE HK$0.09477% T

Exercise price B HK$0.1872/% 7T

Expected volatility T8 BRI IR 71.51%

Expected life of the Share Options T A BE AR 4 4 BR 10 years

Risk-free interest rate 1 [ B | 5 1.796%

Expected dividend yield TEEIRR B % 0%

In the valuation, it has applied the following assumptions: HEMARENT :

1. Risk-free rate was based on 10-Year Hong Kong Government 1. EERRAEREEEBS(-Z—

Bond yield as at the valuation date (that is, 20 January 2017);

2. Expected dividend yield is based on historical dividend trend
and expected future dividend policy determined by the
Company; and

3. Expected volatility was determined by using 1602-day
historical volatility of the Company’s share price to reflect
the major business of the Company from 12 March 2010 as
assumed by the management of the Company.
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The principal terms of the Scheme, which is currently in force, are  IRFE AR Z 518l 2 T EIEREMT :

briefly summarised below:

1) Purpose of the Scheme

a2 B/

2)  Participants of the Scheme

BE A

i

As incentives and rewards to eligible participants for their contribution or
potential contribution to the Group

ERBERSEEHAEEEL BRI EETRZ BB X R

a)

any employee (whether full time or part time, including any
executive Director but excluding any non-executive Director) of
the Company, any of its subsidiaries, or any entity (the “Invested
Entity”) in which any member of the Group holds any equity
interest;

RAGE HERME AR EEERKE R RFBAERRES
ERER ([REER]) ZEMER (TwEBIRE BREE
MMITEFETBIEEMIERNITES)

any non-executive Directors (including independent non-executive
Directors), any of the subsidiaries of the Company or any Invested
Entity;

RARHEMMBARIREMAREERB CEMIERITESE (B
BYIERITESE)

any supplier of goods or services to any member of the Group or
any Invested Entity;
REBERKERRIREMAIRE B 2 EAE MRS HE
=

any customer of the Group or any Invested Entity;

AEESEMMREERZERETS:

any person or entity that provides research, development or other
technological support to the Group or any Invested Entity;
REAEBREFMAIREERIBHMART RBEIEMRMEZE
AIALTHERS:

any shareholder of any member of the Group other than the
Company or any Invested Entity or any holder of any securities
issued by any member of the Group or any Invested Entity;
REBEEMKE QR (RRRRIN SHAERFAIRE B2 AR
RRAEBEMKE QRN EMAREEBAETEMNESRZ
(ERCIESTEWNE

any advisor (professional or otherwise) or consultant to any area of
business or business development of any member of the Group or
any Invested Entity; and
REBEMKERRIREMMAREERE 2 XA EBERED(EM
FEZERER (TRAERIEMBER)HHBAA K

any other group or classes of participants who have contributed
or may contribute by way of joint venture, business alliance or
other business arrangement to the development and growth of the
Group.

BASELE EBMBEREMERLMB LAY AEH
BRMEREHERNEAEBARISRERN2EE -
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39



40

Directors’ Report
= =/\i|§/_‘l:$

‘|I|n

3)  Total number of Shares available
for issue under the Scheme

WRIERT &) A BT RO B B

4)  Maximum number of shares
available for issue under
the Scheme

RIBRT I A BT
B &RSEE

Hybrid Kinetic Group Limited Annual Report 2017

The total number of Shares which may be allotted and issued upon
the exercise of all options (excluding such options which have lapsed in
accordance with the terms of the Scheme and any other share option
scheme(s) of the Group) to be granted under the Scheme and any other
share option scheme(s) of the Group must not in aggregate exceed
10% of the Shares in issue on the date of approval of the Scheme (the
"General Scheme Limit").

Subject to the rules of the Scheme, the Company may seek approval of
its shareholders in general meeting to refresh the General Scheme Limit
provided that the total number of Shares which may be allotted and
issued upon exercise of all options to be granted under the Scheme and
any other share option scheme(s) of the Group must not exceed 10% of
the Shares in issue as at the date of approval of the refreshed limit. For
the purpose of calculating the refreshed limit, such options (including
those outstanding, cancelled, lapsed or exercised in accordance with the
Scheme and any other share option scheme of the Group) previously
granted under the Scheme and any other share option scheme(s) of the
Group will not be counted.

Upon the date of approval of the refreshment of the General Scheme
Limit (and, in the case of the Company, not exceeding 2,033,787,274
Shares (the “Refreshed General Scheme Limit"), representing 10% of
the total issued share capital of the Company as at 31 October 2017).

As at 31 December 2017, the number of Shares that remained available
for issue under the Refreshed General Scheme Limit was 2,033,787,274.

ERBTE R ASEEMEMBRES SIS TRE B BRE (1
@%ﬁ%ﬁﬂ&ﬁﬁIEHEM%M%HﬂZ%ﬁE%ﬁZ%%%M%
TEMARERERFTCROBEE LT SEBRETEE B BT
Bn210% ([—Rx st @I EBR ) -

EHBBAZART AAATERERFERFEAS LT —
SREHB) IR - HE R 85T B A o B U (o] B A AR S B85 TR M
P75 IS4 68 17 7 AL RD B R BT 2 IR 15 A BN 1S A B 4G T 2
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The maximum number of shares which may be issued upon the exercise
of all outstanding options granted and yet to be exercised under the
Scheme (and any other share option scheme adopted by the Group) must
not in aggregate exceed 30% of the share capital of the Company in
issue from time to time.
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Maximum entitlement of each
participant under the Scheme
FrEIETER2EE 2 el

The period within which the
shares must be taken up
under an option

BANBRERT i 2 HIR

The minimum period for
which an option must be
held before it can be exercised
BB A] FITEERATRR A < & &
HAf

The amount payable on
application or acceptance of
the option and the period
within which payments or
calls must or may be made
or loans for such purposes
must be repaid

R EmBERESENZ
FRIE DA K BB A] 2 A RIA B
EHRENEEREEAZ
ERZHE

The basis of determining the
exercise price

TEEZEBEESR

The remaining life of the Scheme

aT &1 iH R F 1

Directors’ Report

EEDHEES

(i

In any 12-month period, shall not exceed 1% of the shares in issue

RER+ZEA 2 BB SBERE BTN Z1%

The Board may in its absolute discretion determine save that such period
shall not expire later than 10 years from the date of grant

EXenREBBRAEZIR EZRRTFEXRHE L BHEST+
FIRET™

Unless otherwise determined by the Board, no minimum period

REEZTEXEETE THALEREHRE

Upon acceptance of the option, the grantee shall inform the Company
together with HK$1 by way of consideration for the grant within 21 days
from the date of offer

REZEMBERER  ARAZRBEOBHEF -+ —RAMEA QTR
Y ZETERRERE

The exercise price is determined by the Board and being not less than the
highest of:
TEEREEFERERTABRAT=EZES

a)  the closing price of the shares as stated in the Stock Exchange's
daily quotations sheet for trade in one or more board lots of shares
on the date of offer for grant which must be a business day; or
BROKREBENBBH(AREXR)BMXMBAREBRAIIFET—
FREFRNDEEFERAZETE:

b)  the average closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet for trade in one or more board
lots of shares for the 5 business days immediately preceding the
date of offer for grant which must be a business day; or
BRIOPREEZHNER(ERALEXR)AAASXABI AT AR
BRAFIHET—FREFROEECBZFHRHE: X

Q) the nominal value thereof
B tnz EE

The Scheme remains in force until 12 June 2023
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

Jlin

No transactions, arrangements and contracts of significance in
relation to the Group's business to which the Company or any of
its subsidiaries was a party and in which any Director or an entity
connected with 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’ INTERESTS IN COMPETING
BUSINESS

During the Year and up to the date of this annual report, no
Directors are considered to have interests in a business which
competes or is likely to compete, either directly or indirectly, with
the businesses of the Group, as defined in the Listing Rules.

DIRECTORS' SERVICE CONTRACTS

None of the Directors has a service contract with the Company or
any of its subsidiaries, which is not determinable by the employer
within one year without payment of compensation, other than
statutory compensations.

MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the
management and administration of the whole or any substantial
part of the Company’s business were entered into or existed
during the Year.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers contained in Appendix
10 to the Listing Rules (the “Model Code”) as its own code of
conduct governing securities transactions by the Directors. All
Directors, after specific enquiries by the Company, had confirmed
to the Company their compliance with the required standards set
out in the Model Code during the Year.
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MAJOR CUSTOMERS AND SUPPLIERS

Turnover

The percentage of the Group’s revenue (included continuing and
discontinued operations) attributable to the five largest customers
for the Year is as follows:

— The largest customer 98%
— The five largest customers in aggregate 99%
Purchases

The percentage of the Group’s purchase (included continuing and
discontinued operations) attributable to the five largest suppliers
for the Year is as follows:

— The largest supplier 55%
— The five largest suppliers in aggregate 77%

As far as the Directors are aware, none of the Directors, their
associates or any shareholder of the Company (who to the
Directors’ knowledge was interested in or owned more than 5
per cent. of the Company’s share capital) had any interest in the
customers or suppliers referred to above.

CONNECTED TRANSACTIONS

None of the “Related Party Transactions” as disclosed in note 32
to the consolidated financial statements for the Year constituted
discloseable non-exempted connected transaction or non-
exempted continuing connected transaction under the Listing
Rules.

PROPERTY, PLANT AND EQUIPMENT

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

RESERVES

Movements in reserves of the Group and the Company during the
Year are set out in the consolidated statement of changes in equity
on page 75 and note 27 to the consolidated financial statements
respectively.

As at 31 December 2017, the Company's reserves available for
distribution, calculated in accordance with the Companies Act
1981 of Bermuda (as amended), amounted to approximately
HK$Nil (2016: HK$NIl).
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Jlin

ANALYSIS OF BORROWINGS AND INTEREST
CAPITALISED

No borrowings was made and no interest was capitalised by the
Group during the Year.

SHARE CAPITAL

The number of issued ordinary shares of HK$0.10 each in the
Company as at 31 December 2017 was 20,337,872,747 (2016:
20,337,872,747).

Movements in share capital of the Company are shown in note 26
to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
bye-laws or the laws of Bermuda.

DIVIDENDS

The Directors do not recommend the payment of any final
dividend to shareholders of the Company for the year ended 31
December 2017 (2016: Nil).

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the
Company and within the knowledge of the Directors, the
Company had maintained the prescribed level of public float as
required under the Listing Rules during the Year and up to the
date of this annual report.

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards
of corporate governance to ensure better transparency and
protection of the interests of the Company and its shareholders
as a whole and to enhance corporate value and accountability.
The Company wishes to highlight that the Board will continue
to devote efforts in ensuring effective leadership and control
of the Company and the transparency and accountability of all
operations.

Throughout the Year, the Company had adopted and complied

with the code provisions of the Corporate Governance Code
contained in Appendix 14 to the Listing Rules.
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DIRECTORS' INDEMNITIES

According to the Company’s bye-laws, each director shall be
entitled to be indemnified out of the assets of the Company
against all losses or liabilities (to the extent allowed by the
Companies Act, 1981 of Bermuda (as amended) which such
director may sustain or incur in or about the execution of the
director’s duties or otherwise in relation thereto. The Company has
arranged appropriate directors’ and officers’ liabilities insurance
coverage for the directors and officers of the Group. Such
insurance to indemnify them against liabilities arising from the
execution of their duties was in force during the Year and remain
effective as at the date of the Directors’ report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The automotive industry is one of the most environmental aware
business sectors. To preserve the environment, the Group strives
to devise and adopt environmental friendly strategies, policies
and measures (through the concepts of reducing, re-using and re-
cycling) to achieve sustainable development, and is committed
to conducting its activities in @ manner consistent with the above
determination.

These strategies, policies and measures include but not limited
to (i) using energy-efficient lighting and appliances, recycling of
office supplies and other materials in the workplace to the extent
practicable, (ii) working or partnering with renowned academics
and strategic business partners in the research and development
of both technologically advanced and energy saving auto-
components and materials (such as single and few-layer graphene,
battery materials, super batteries and electric control systems) for
the electric buses, new engine and other vehicles designed and/or
manufactured by the Group, (iii) setting up or using energy-saving
and technologically advanced establishments and facilities for the
manufacture of new energy products for auto-use, (iv) setting
criteria for the selection of our suppliers and manufacturers which
must be reliable, financially sound, environmental conscientious
and are keen to adopt sustainability measures in their business
and operation and (v) educating and reinforcing environmental
protection awareness among employees of the Group.
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COMPLIANCE WITH LAWS AND
REGULATIONS

Nl

The Board recognizes the importance of the Company to
act responsibly and due compliance with the laws, rules and
regulations applicable to the businesses operated by the Group.
The Group has employed suitable personnel and engaged
appropriate professional advisers to ensure that it stays abreast
with legislative changes and industry developments and its
operations are being run in line with the applicable laws, rules and
regulations.

During the Year and except as disclosed below, the Company had
complied with, and the Board is not aware of any violation of,
the applicable laws, rules and regulations that had a significant
impact on the business and operation of the Group in any material
respects:

(@)  During the course of the audit of the financial statements of
the Group for the year ended 31 December 2016 (“2016")
conducted by the Company's then external auditor, BDO
Limited (the “Former Auditor”), the Former Auditor had
identified certain outstanding matters and issues which
would require further audit work to be done. As more
time was required to respond to the outstanding matters
and issues as identified by the Former Auditor and finalise
the audit work in respect of the 2016 annual results of
the Group, the publication of the 2016 annual results and
the despatch of the 2016 annual report were delayed.
The delay constituted non-compliance with Rules 13.49(1)
and Rule 13.46(2)(a) of the Listing Rules. Trading of the
Company'’s shares on the Stock Exchange were suspended
during the period from 3 April 2017 to and 14 November
2017 to fulfil the conditions imposed by the Stock Exchange
for the resumption of trading of the Company’s shares
on the Stock Exchange (the “Resumption Conditions”).
Please refer to the Company’s announcements dated 31
March 2017, 3 April 2017, 19 April 2017, 12 June 2017
and 29 September 2017, the Company's circular dated 26
September 2017 and the Company’s announcement dated
14 November 2017 regarding the Company'’s fulfulment of
the Resumption Conditions for details.
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(b) As disclosed in the Company’s announcement dated 21
August 2017 (the “"DT Announcement”), due to the
Company'’s inadvertent oversight, it had omitted to publish
an announcement regarding the Group’s entering into
of a loan agreement for lending a loan of RMB40 million
(the “Loan”) to Jilin Zhongxin Meilai Wood Processing
Company Limited, an independent third party. The provision
of the Loan constituted a discloseable transaction to the
Company under the Listing Rules and was subject to an
announcement requirement under Rule 14.34 of the Listing
Rules. The Company did not publish the DT Announcement
when the disclosure obligation under Rule 14.34 of the
Listing Rules was triggered until 21 August 2017 and the
delay in publication constituted a breach of the Listing Rules.
Please refer to the DT Announcement for details.

RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Company is committed to upholding a positive image for
the Group and building trust and loyalty among its stakeholders,
employees, customers, suppliers and other business partners. The
Board considers that the Company has all along maintained good
relationships with its stakeholders, employees, key customers,
suppliers and other business partners, which are beneficial to the
long-term development of the Group.

AUDITORS

On 20 April 2017, the Company terminated the engagement
of BDO Limited as its external auditors and on 19 July 2017
appointed ZHONGHUI ANDA CPA LIMITED as its external auditors
to fill the vacancy, which were approved by the Company's
shareholders at the special general meeting held on 19 July 2017.
Please refer to the Company's circular dated 19 June 2017 and
announcement dated 19 July 2017 for details of the above change
of auditors.

ZHONGHUI ANDA CPA LIMITED will retire at the conclusion of
the forthcoming annual general meeting of the Company (the
“AGM"), and being eligible, offer themselves for re-appointment.

A resolution will be proposed at the forthcoming AGM to re-
appoint ZHONGHUI ANDA CPA LIMITED as auditor of the
Company.

On behalf of the Board

Yeung Yung
Chairman

Hong Kong, 28 March 2018

*  For identification purpose only
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CORPORATE GOVERNANCE PRACTICES

The board of directors (the “Directors” or the “Board”) of
the Company (together with its subsidiaries, the “Group”) is
committed to maintaining high standards of corporate governance
to ensure better transparency and protection of the overall
interests of the Company and its shareholders and to enhance
corporate value and accountability. The Company wishes to
highlight that the Board will continue to devote efforts in
ensuring effective leadership and control of the Company and the
transparency and accountability of all operations.

Throughout the year ended 31 December 2017 (the “Year”),
the Company had applied the principles and complied with the
code provisions (the “Code Provisions”) set out in the Corporate
Governance Code contained in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

BOARD OF DIRECTORS

Board

The Board is accountable to the shareholders of the Company
for leadership and control of the Company and is collectively
responsible for promoting the success of the Company and its
businesses by directing and supervising the Company’s affairs. The
Board focuses on overall corporate strategies and policies with
emphasis on the business growth and financial performance of the
Group.

The Board has determined that certain matters such as strategic
planning, significant transactions, and budget should be retained
for the Board's approval. It has formalized the functions reserved
to the Board to achieve a clear division of responsibilities between
the Board and the senior management of the Group. The Board
has delegated its responsibilities to the senior management to deal
with day-to-day operations and reviewed those arrangements on
a periodic basis. The senior management has frequently reported
back to the Board and obtained prior approval before making
decisions for key matters or entering into any commitments on
behalf of the Company.
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The Board is also responsible for performing the corporate
governance functions of the Company with clear written terms
of reference. The Board had reviewed the Company’s policies and
practices on corporate governance, compliance with legal and
regulatory requirements, training and continuous professional
development of its directors and senior management and this
corporate governance report in the discharge of its corporate
governance functions and to ensure compliance with the Listing
Rules.

In order to maximize the effectiveness of the Board and to
encourage active participation and contribution from Board
members, the Board has established three Committees (namely
the Audit Committee, the Nomination Committee and the
Remuneration Committee) (the “Committee(s)”), each with
specific written terms of reference (which are of no less exacting
terms than those set out in the Corporate Governance Code) to
assist in the execution of their duties. The terms of reference of
each of the Committees are reviewed and amended (if necessary)
from time to time, as are the Committees’ structure, duties and
composition so as to best suit the needs of, and foster corporate
governance excellence in, the Company.

The Company Secretary and the external auditor engaged by the
Company shall attend the annual general meeting (the "AGM")
of the Company and, as far as possible, all other meetings of the
Board and the committees of the Board to answer questions and
advise on corporate governance, statutory compliance, accounting
and financial matters. The Company Secretary is an employee of
the Company and is appointed by the Board. All Directors have
access to the Company Secretary who is responsible for facilitating
the Board's processes, liaison among members of the Board and
the Group’s compliance with the continuing obligations under
the Listing Rules, the Codes on Takeovers and Mergers and Share
Buy-backs, the Companies Ordinance, the Securities and Futures
Ordinance and other laws, rules and regulations applicable to the
Group. During the Year, the Company Secretary had undertaken at
least 15 hours of relevant professional training annually to update
his skills and knowledge.

AN
1FE 3= E/ﬁ#&%%

ESeNAAREAENEAREREET
ARBZEERERBE - BRETHEEER
BELERET EMRA EFSCEHAN
NEEBERELR BTEAEREERE H
EENEREBABZBIIRSEREEER
HEZBREER ARAEREAREE -

RESEFEZRXULBBESTEKETRE
BLEREHER EFGERY=HAZEE
(MEZZEE REZEGLFMNEZES)
(RB€)) WIREZEGZHEEER
REE (BBERL I REEEATRIME
ERR) WHERESUTRB -TZEEL
BAESIE - N - BR MBI R RGeS
E5T (B E) - AR MEARAFERE
REWbEER-

REME RANRA R Z NGB B R
ARABERBFRE ([BRRBFAE])AEA
BURRLEMEEMNEEFEREFERERS
# ACZREBYAEEER EZRER &
ARG EEERHRER - ARAMERART]
ZEE IHEBEFERE =REFHABK
REWE MARWERAERNESTSE
B BEFENB ZMHER URAEEET
EHRA AR - A6t By mEEST A
REMED] 35 R E R & EAE B R A
SEER RAUNERMBZFEEE -
REERN RARMESETESENKE
B B R IE P A 3 LA pe e A

FESEERAR —F-—LFFH

49



50

Corporate Governance Report

AN
ﬂ:%%/ﬁ#&%%

All Directors are encouraged to propose and include items in the
agenda of each of the meetings of the Board and the Committees
for full discussion and deliberation. The Company Secretary is
delegated with the responsibility to prepare the agenda and,
where appropriate, take into account any matters proposed by any
Director/Committee member for inclusion in the agenda.

The Board meets regularly and at least four Board meetings are
scheduled annually at approximately quarterly intervals. Ad-hoc
meetings are convened whenever necessary.

Due notice of Board meetings are given to or, depending on the
circumstances, urgency and/or importance of the matters, agreed
to be shortened or waived by all the Directors. Even though the
Directors often stay/travel in different time zones, they endeavour
to make themselves available for, and participate in the meetings
to the extent possible via teleconferencing mechanisms or other
electronic means.

Minutes of the Board/Committee meetings are recorded in
details for the matters considered by the participants of such
meetings and decisions reached, including concerns raised by
Directors and/or dissenting views expressed. The meeting minutes
are circulated to the Directors or Committee members within a
reasonable period of time after the meetings are held and taken
as the true records of the proceedings of such meetings. They are
kept by the Company Secretary and are open for inspection at
any reasonable time upon reasonable notice being served by any
Director. All Directors are entitled to have access to Board papers
and related materials at least 3 days before the intended date of
a Board or Board committee meeting unless there are restrictions
on disclosure due to legal and regulatory requirements or other
justifiable grounds.

Directors are provided with complete, adequate explanation and
information to enable them to make an informed decision or
assessment of the Group's performance, position and prospects
and to discharge their duties and responsibilities on a timely basis.
To enable the Directors to properly discharge their duties, they are
given access to independent professional advisers, when necessary,
at the expense of the Company.
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Whenever a member of the Board or member of a committee of
the Board has cause to believe that a matter to be voted upon
would involve him in a conflict or possible conflict of interest, he
is required to disclose the conflict of interest and is not allowed
to participate in the final deliberation or decision and will abstain
from voting on such matter.

Attendance Records of Board/General Meetings
The Board had held sixteen meetings during the year ended 31
December 2017.

Details of the attendance of individual Director at general

meetings (including annual general meeting) and Board meetings
during the Year are set out below:

Name of Member

AN
1FE 3= E/ﬁ#&%%

ExedEEZZ B KB AERBER
EITRRZFRGEHE P RN EFRNE
EMEER - AAREAANEER AT
B2EAHERIRKBHIORTE LA
BERESIR

EFE288 RRASHELHE
FFERBE-TLET-A=T—AL
FEABT RS

BEEERAFEALERRAS (BREKRR
BERG)NEFERZZARBRIDT:

Number of Board
meetings attended

Number of general
meetings attended

HERRAXE HEEFESIR
54-F £ ZRE ZRE
Executive Directors HITEE
Dr Yeung Yung MEeig L 2/2 13/16
Mr Xu Jianguo B L A 172 8/16
Mr Hui Wing Sang, Wilson BTk A A 2/2 14/16
Dr Huang Chunhua BHREET 172 2/16
Dr Wang Chuantao FIEEL 0/2 7/16
Mr Liu Stephen Quan BIRAEE 12 3/16
Dr Zhu Shengliang KBEREBLT 172 8/16
Mr Li Zhengshan FIELEAE 0/2 4/16
Mr Ting Kwok Kit, Johnny TEIf - 2/2 15/16
Mr Chen Xiao PR e o A 0/2 9/16
Non-executive Director FEHITEE
Dr Xia Tingkang, Tim BEEREELT 2/2 11/16
Independent Non-Executive Directors BUIHITEE
Dr Song Jian ENA 2/2 7/16
Dr Zhu Guobin KB 18+ 12 13/16
Mr Cheng Tat Wa EREEE S A 112 15/16
Dr Li Jianyong TEEELT 172 7/16
Mr Chan Sin Hang PREE A 172 15/16
Mr Lee Cheung Yuet, Horace THEUAEE (RZE—1F 1/2(d) 0/16(e)
(appointed on 13 September 2017) NWB+=BEZE)
Mr Wong Lee Hing FR\EEE (R —LF 0/2 3/16

TH=T—RHE®E)

(retired with effect from
31 October 2017)

(d) One general meeting was held since Mr Lee Cheung Yuet,
Horace was appointed on 13 September 2017.

(e)  No meeting was held since Mr Lee Cheung Yuet, Horace
was appointed on 13 September 2017.

d BFEHREER-_FT—LFAA+=H
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Board composition

During the Year, the Board comprised the following members
(who remained in office as at 31 December 2017 unless otherwise
specified below):

Name

Executive Directors
Dr Yeung Yung (Chairman)
Mr Xu Jianguo (Chief Executive Officer)
Mr Hui Wing Sang, Wilson (Deputy Chairman)
Dr Huang Chunhua (Deputy Chairman)
Dr Wang Chuantao (Deputy Chairman)
Mr Liu Stephen Quan
Dr Zhu Shengliang
Mr Li Zhengshan
Mr Ting Kwok Kit, Johnny
Mr Chen Xiao

Non-executive Director
Dr Xia Tingkang, Tim

Independent Non-Executive Directors
Dr Song Jian
Dr Zhu Guobin
Mr Cheng Tat Wa
Dr Li Jianyong
Mr Chan Sin Hang
Mr Lee Cheung Yuet, Horace (appointed on 13 September 2017)

Mr Wong Lee Hing (retired with effect from 31 October 2017)

The biographies and other information of the current Directors
are set out in the “Biographical Details of Directors and Senior
Management” of this annual report. There is no financial,
business, family or other material/relevant relationship among the
Directors.
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Under bye-law 87(1) of the bye-laws of the Company (the “Bye-
laws”), at each AGM, one-third of the Directors for the time being
(or, if their number is not three or a multiple of three (3)), then the
number nearest to but not less than one-third) shall retire from
office by rotation, provided that every Director (including those
appointed for a specific term) shall be subject to retirement by
rotation at least once every three years. Accordingly, the Directors
are subject to the free and absolute choice of the shareholders for
re-election at the annual general meetings. Whereas under bye-
law 86(2) of the Bye-laws, any Director appointed by the Board
to fill a casual vacancy or as an addition to the existing Board
should hold office until the next following general meeting of the
Company.

By virtue of Bye-law 87(1) of the Bye-laws, (1) Dr Yeung Yung,
(2) Mr Xu Jianguo, (3) Hui Wing Sang, Wilson, (4) Mr Ting Kwok
Kit, Johnny, (5) Mr Chen Xiao and (6) Dr Xia Tingkang, Tim
would retire. Each of them, being eligible, will offer himself for
re-election at the forthcoming annual general meeting of the
Company (the “2018 AGM").

The skills and expertise among the existing Directors are well-
balanced with a mixture of core competencies in areas such
as accounting and finance, legal, business and management,
marketing strategies, business development, and scientific
backgrounds.

The independent non-executive Directors (the “INEDs”) meet the
requirements of independence under the Listing Rules so that
there is a sufficient element of independence in the Board to
exercise independent judgments. The Board considers that all of
the INEDs are independent and the confirmation of independence
pursuant to Rule 3.13 of the Listing Rules had been obtained from
each of them as required by the Listing Rules.

The INEDs have the same duties of care and skill and fiduciary
duties as the executive Directors.
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L LS SAER
IEXREBE/ONEGD S
The functions of INEDs include, but not limited to:

o participating in Board meetings to bring an independent
judgment to bear on issues of corporate strategy, corporate
performance, accountability, resources, key appointments
and standard of conducts;

o taking the lead where potential conflicts of interests arise;

o serving as member of and actively participating on matters
delegated by the Board to the committee(s) established by
the Board, if invited;

o attending general meetings of the Company and developing
a balanced understanding of the views of shareholders; and

o scrutinizing the Group's performance in achieving agreed
corporate goals and objectives and monitoring the reporting
of performance.

Chairman, Deputy Chairmen and CEO

As at 31 December 2017, the Chairman of the Company was Dr
Yeung Yung. The Deputy Chairmen of the Company were Mr Hui
Wing Sang, Wilson, Dr Huang Chunhua and Dr Wang Chuantao,
and the Chief Executive Officer (“CEQ") of the Company was Mr.
Xu Jianguo.

The Chairman of the Company provides leadership to the Board so
that the Board works effectively and discharges its responsibilities
and that all key and appropriate issues are discussed by the Board
in a timely manner.

The Deputy Chairmen of the Company assist the Chairman of the
Company in carrying out his duties.

The position of CEO is vested with executive responsibilities
over the business directions and operational decisions of the
management and performance of the Group.

The Chairman of the Company also seeks to ensure that all

Directors are properly briefed on issues raised at Board meetings
and receive adequate and reliable information in a timely manner.
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Appointment, Re-election, Retirement and Removal

It is the Board’s responsibility to select and appoint individuals
with integrity, experience and calibre to act as directors of the
Company. The Board reviews the profiles of the candidates and
seek recommendations from the Nomination Committee of the
Board on the appointment, re-election, retirement and removal of
directors.

All Directors are subject to rotation at least once in every three
years as required by the Bye-laws. Each Director is briefed and
updated to ensure that he has a proper understanding of the
operations and business of the Group and that he acquaints
himself with the common law duties and responsibilities of acting
as a director for a listed company and familiarise himself with the
applicable laws and regulations (including without limitation, the
Listing Rules, the Companies Ordinance, the Securities and Futures
Ordinance, and the governance policies of the Company).

Each of the non-executive Directors (including INEDs) is appointed
for an initial term of not more than two years commencing from
his date of appointment and is renewable successively for a term
of one year until terminated by either party by giving not less than
one month'’s prior written notice to the other and is subject to
retirement by rotation and re-election by shareholders at annual
general meeting in accordance with the Bye-laws. Every Director
shall ensure that he can contribute sufficient time and effort
to the corporate affairs of the Company once he accepts the
appointment.

Inside information

The Company has developed its disclosure policy which provides
a general guide to the Company’s Directors, officers, senior
management and relevant employees in handling confidential
information, monitoring information disclosure and responding to
enquiries. Control procedures have been implemented to ensure
that unauthorised access and use of inside information are strictly
prohibited.

Committees

The Board has established the Audit Committee, the Nomination
Committee and the Remuneration Committee with specific terms
of reference (which are of no less exacting terms than those set
out in the Corporate Governance Code) to enable each of the
Committees to discharge its functions properly.
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Audit Committee

The Audit Committee is responsible for reviewing financial
statements and internal control system of the Group. It also
provides advice on the financial and accounting policies of the
Group.

As at 31 December 2017, the Audit Committee comprised three
independent non-executive Directors (namely Mr Cheng Tat Wa,
Mr Chan Sin Hang and Mr Lee Cheung Yuet, Horace), and the
chairman of the Audit Committee as at the date of this report was
Mr Cheng Tat Wa.

EREES
ERZE SR RENARE IV BHRERALA
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EERFHEH L) ER MRAHRE B
BERRBECETR A EELL-

0/4(a)

Four meetings of the Audit Committee were held for the year HEZZEZEeREHE—_ZT—+F+_-_A=+—
ended 31 December 2017. The individual attendance of each HIFFEHEBITOASH SKEZHER
member is set out below: #HylmT
Number of
meetings attended
Name of Member HERR HESERH
Mr Cheng Tat Wa BEER A 4/4
Mr Chan Sin Hang REGEAE 4/4
Mr. Lee Cheung Yuet, Horace FHIEE
(appointed on 13 September 2017) (RZE—LFNAT=AEZME)
Mr Wong Lee Hing (retired with effect from TR & 3/4

31 October 2017)

(@  No meeting was held since Mr Lee Cheung Yuet, Horace was
appointed on 13 September 2017.
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During the Year, the Audit Committee performed the following
work:

Reviewed with the management the Group’s annual and
interim results and draft consolidated financial statements
for the year ended 31 December 2016 and for the six
months ended 30 June 2017 respectively

o Reviewed with the management the Group’s financial
reporting and auditing matters, the risk management and
internal control systems of the Group and their adequacy
and effectiveness

o Prior to the proposed change of the Company’s external
auditor, discussed with the management regarding the
reasons for the change, conducted interviews with the
outgoing external auditor and the incoming new external
auditor of the Company (including the review of the terms
of engagement)

o Reviewed and discussed with independent external auditor
of the Company significant audit findings

o Recommended to the Board the re-appointment of
the independent external auditors of the Company for
shareholders’ approval

o Carried out such other duties as set out in the Corporate
Governance Code which included the review of the
independence and objectivity of the external auditor, the
nature and scope of the audit and reporting obligations,
as well as the terms of their engagement. The Audit
Committee was satisfied with the outcome of their
review, and the Board shared the same views of the Audit
Committee.
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The Company Secretary keeps the minutes of the Audit
Committee. Draft and final versions have been sent to all members
of the Audit Committee within a reasonable time after the
meeting for their comments and records respectively.

The terms of reference of the Audit Committee are available on
both the websites of the Stock Exchange and the Company.

Directors’ Responsibility for the Consolidated Financial
Statements

The Directors acknowledge their responsibility for the preparation
of the consolidated financial statements for the Year, which give a
true and fair view of the state of affairs of the Company and the
Group's results and cash flows for the year then ended and were
properly prepared on a going concern basis in accordance with the
applicable statutory requirements and accounting standards. The
Directors were not aware of any material uncertainties which may
affect the Company’s business or cast significant doubt upon the
Company's ability to continue as a going concern.

In addition, the external auditor has stated its reporting
responsibility in the independent auditor’'s report of the
consolidated financial statements for the Year.

Auditors’ Remuneration

During the Year, the fees paid/payable to the external auditor in
respect of audit and non-audit services provided by the external
auditor of the Group were as follows:

ERZEEZERABARNANERE -
BLEBZERERERRERERE—RE
BREARERECZEEREEN UD

PR SR B R R ERE -

BB ZBERE RN A XA
ML E R

EEGREMBRRAREZEE

ERHRHEAFREZRAGMBHRERAER R
EMBBRREEMT S RRARE 2%
RAARAEBREBEZBIEFEZRER
RenE CRBEREERERSTER
BREBEREEERE -EFVTAREMNE
AR IHEEMRIBEF EARRB 2 KRB RY AR
ABRE RN ELERER-

LS SNERRZ BB D R A F E SR A B SRR
BB R ERRAELPREE -

ZE TN €

REAFEEN  AEEINBZEENRE 2T
ZREBZREEN A FINDIZ A 2
BRMT:

HK$

BT

Audit service BZIR% 1,600,000
Non-audit services* FEZIRE! 180,000
1,780,000

# The non-audit services mainly comprised review of interim financial ~ # FEZREEERERMPHRUBER A

information, professional services in relation to possible transactions
and tax compliance services.

Internal Controls and Risk Management

The Board has overall responsibility for overseeing management
in the design, implementation and monitoring of the risk
management and internal control systems of the Group and
establishing procedures to enable the Group to identify, evaluate
and monitor the adequacy and effectiveness of the systems in a
timely manner. During the Year, the Company had, together with
the senior management of the Group and the audit committee
of the Board, reviewed and evaluated the risk management and
internal control systems of the Group and considered that they
were adequate and remained effective.
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The risk management and internal control systems, including
a defined management structure with limits of authority, are
designed to help achieving business objectives, safeguarding
assets against unauthorised use, and maintaining proper
accounting records for the provision of reliable financial
information for internal use and for publication. The establishment
of such systems is designed to management the Group’s risks
within an acceptable risk profile, rather than to eliminate the risk
of failure to achieve business objectives of the Group, and can only
provide reasonable assurance but not absolute assurance against
material misstatement or loss.

During the year ended 31 December 2017, the Board conducted
a review of the effectiveness of the risk management and internal
control systems of the Group, including financial, operational
and compliance controls as well as the process used to identify,
evaluate and manage significant risks faced by the Group. The
Board also reviews the adequacy of resources, staff qualifications
and experience, training programmes and budget of the Group's
accounting and financial reporting functions.

Internal Audit Function

The Group has conducted an annual review on whether there is a
need for an internal audit department. Given the Group's relatively
simple corporate and operation structure, as opposed to diverting
resources to establish a separate internal audit department, the
Board, supported by the Audit Committee, is directly responsible
for risk management and internal control systems of the Group
and for reviewing its effectiveness.

Remuneration Committee

The Company has set up the Remuneration Committee to
ensure that there are formal and transparent procedures for
formulating policies on the remuneration of the Directors and
senior management. As at 31 December 2017, the Remuneration
Committee comprised Dr Yeung Yung (an executive Director and
the Chairman of the Board) and two independent non-executive
Directors, namely, Mr Lee Cheung Yuet, Horace and Mr Cheng
Tat Wa. Mr Lee Cheung Yuet, Horace was the Chairman of the
Remuneration Committee.
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During the Year, the Remuneration Committee determined the
policy for the remuneration of executive Directors, assessed the
performance of the executive Directors and approved the terms
of their service contracts. The Remuneration Committee had also
made recommendations to the Board regarding the Company's
remuneration policy and the formulation and review of the
remuneration package of all Directors and senior management
of the Group for determination by the Board and considered and
dealt with matters relating to appointment, retirement and re-
election of Directors.

No Director is involved in deciding his own remuneration.
Details of the remuneration paid to members of the senior

management of the Group (including the Directors) by band for
the Year are set out below:

REAFER FMZESCEENTEST L
FRER FEATEFTZIRARMAERSE
R EH 2GR -FHEEE T HART
ZHMBRARSE LB ARER2EES
kefeBEBZHMEERnESTSRIESR
MHEZEBET UAREENEEEHRES
ZE RERBEZEH

MEESF2EBTHEAGHFMORKERE-

AEEXNTAESESREREXE (B
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Number of senior

Remuneration band management
¥ il &5 = BREERAN
Below HK$1,000,000 1,000,000 7T A T 8
HK$1,000,001 to HK$2,500,000 1,000,001 7T 22,500,000/ 7T 5
HK$2,500,001 to HK$4,000,000 2,500,0017% JT 4,000,000/ 7T >

HK$4,000,001 to HK$5,500,000
HK$5,500,001 to HK$7,000,000
HK$7,000,001 to HK$8,500,000

Three meetings of the Remuneration Committee were held for the
year ended 31 December 2017. The individual attendance of each
member is set out below.

4,000,001/ 7T £5,500,0007% 7T -
5,500,001/ 7T £7,000,000/% 7T =
7,000,00178 7T £8,500,0007 7T =

SHEBRRBE T —+5+-A=+—
AL FEABRFZREH-SREZ HEE
#3T

Number of
Name of Member meetings attended
BREXR HEZERE
Dr Yeung Yung EE+ 33
Mr Cheng Tat Wa WEELE 3/3
Mr Lee Cheung Yuet, Horace FHWNEE (RZE—+F

(appointed on 13 September 2017) ANAT=BEZM)

Mr Wong Lee Hing (retired with effect from TAEESE 2/3

31 October 2017)

(b) One meeting was held since Mr Lee Cheung Yuet, Horace was

appointed on 13 September 2017.
The terms of reference of the Remuneration Committee are

available on both the websites of the Stock Exchange and the
Company.

Hybrid Kinetic Group Limited Annual Report 2017

(RZF—tFtA=+—RHEE)

0  EFSHELER-B—LFAAT=ARE
ELAR BRI R

HNER B o BERE R KRB R AT R AR A
ABULE R

1/3(b)



Corporate Governance Report

Nomination Committee

The Company has a Nomination Committee to ensure that there
are fair and transparent procedures for the appointment, re-
election and removal of directors to the Board. As at 31 December
2017, the Nomination Committee comprised Mr Cheng Tat Wa
and Lee Cheung Yuet, Horace, both being independent non-
executive Directors, and Dr Yeung Yung, being the Chairman
of the Board and an executive Director. Dr Yeung Yung was the
Chairman of the Nomination Committee.

Two meetings of the Nomination Committee were held for the
year ended 31 December 2017. The individual attendance of each
member is set out below:
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Number of
Name of Member meetings attended
BEER HESERE
Dr Yeung Yung MEeiE L 2/2
Mr Cheng Tat Wa Bl o 2/2
Mr Lee Cheung Yuet, Horace TR E (R —+F

(appointed on 13 September 2017) NWB+=BEZE)

Mr Wong Lee Hing (retired with effect from FREEE (RZE—+F 212

31 October 2017)

(o] No meeting was held since Mr Lee Cheung Yuet, Horace was
appointed on 13 September 2017.

During the Year, the Nomination Committee carried out the
process of selecting and recommending to the Board candidates
for directorship with reference to the diversity policy of the
Company, including the candidate’s professional knowledge,
industry experience, personal ethics, integrity and skills, evaluated
the Board’'s composition, assessed the independence of
independent non-executive Directors and recommended the re-
appointment of retiring Directors for shareholders’ approval at the
forthcoming 2018 AGM.

The terms of reference of the Nomination Committee are available
on both the websites of the Stock Exchange and the Company.
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Continuous Professional Development

During the Year, all Directors (as named under the paragraph
"Board composition” of this report) were provided by the
Company with materials (including but not limited to updates on
Listing Rules and guidelines on Directors’ Duties) to ensure that
their contribution to the Board remains informed and relevant. The
Company also encouraged all Directors to participate from time to
time courses which they consider relevant at the expense of the
Company so as to develop and refresh their knowledge and skills
for better fulfillment of their duties as directors of a listed issuer.

SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix
10 to the Listing Rules (the “Model Code”) as its own code
of conduct regarding securities transactions by Directors. All
Directors, after specific enquiries by the Company, confirmed to
the Company their compliance with the required standard set out
in the Model Code throughout the Year.

CHANGES IN CONSTITUTIONAL DOCUMENTS

During the Year, there were no changes in the Company's
constitutional documents.

SHAREHOLDERS' RIGHTS AND
COMMUNICATION

The Company is committed to (i) protecting the rights of
Shareholders and ensuring that each Shareholder is treated equally
and fairly; and (i) reinforcing the trust placed in the Company
by the Shareholders by remaining open and transparent, which
objective the Company believes is the hallmark of a high quality
company.

The Company attaches great importance to communication
with the Shareholders. A number of means are used to promote
greater understanding and dialogue with the Shareholders and the
investing public.

The means of access includes without limitation the despatch
to Shareholders and/or release by the Company of the various
corporate communication of the Company (such as interim and
annual reports, circulars, notices, financial reports, press releases
and other business information) via the website of the Stock
Exchange (http://www.hkexnews.hk) and the website of the
Company (http://hk1188.etnet.com.hk).
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Shareholders are encouraged by the Company to attend general
meetings of the Company where the Chairman of the Company
and other members of the Board and (if appropriate) the auditors
of the Company, are available to answer questions.

The following procedures are in place by which Shareholders may
(a) convene a special general meeting (the “SGM"); (b) make
proposals at Shareholders’ meeting; and (c) send enquiries to the
Board to achieve the above purposes.

(@)

Procedures by which Shareholders can convene a
SGM

Pursuant to section 74 of the Companies Act 1981
of Bermuda (the “Companies Act”), a Shareholder or
Shareholders holding at the date of the deposit of the
requisition not less than one-tenth of the paid-up capital
of the Company as at the date of the deposit carries the
right of voting at general meetings of the Company may
requisition the Directors to forthwith proceed duly to
convene a SGM by depositing a written requisition at the
registered office of the Company. Bye-law 58 of the Bye-
laws provides for this right as well.

The written requisition must state the purposes of the
meeting (including the resolutions to be considered at the
meeting), signed by the requisitionists, deposited at the
registered office of the Company at Canon’s Court, 22
Victoria Street, Hamilton HM12, Bermuda and may consist
of several documents in like form each signed by one or
more requisitionists.

If the Directors do not within twenty-one days from the date
of the deposit of the requisition proceed duly to convene a
SGM, the requisitionists, or any of them representing more
than one half of the total voting rights of all of them, may
themselves convene a SGM, but any SGM so convened shall
not be held after the expiration of three months from the
date of deposit of the requisition.

A SGM so convened by the requisitionists shall be convened
in the same manner, as nearly as possible, as that in which
meetings are to be convened by the Directors.

AN
1FE 3= E/ﬁ#&%%

ARARBEBEREERRRZERAE K
RAZEFERAMESTEKRB AR (MEE)
RRBzZBMEHEE EEERMA-

THRRF E R - AR (a) A B B R A5 5
RE: OPNBERAE LIRHES RORES
SELERMAER LB

(@)

BRRABMAKRREFR ARG 2EF

REBRE-NN—FREDE([AF
EDE74G NEZERKBHBATD
RARAE BBRBA (HERALQE
BRARERAE) THZ—H—BHZ
HRR BB BRA DA MM =R %
HEEER EXEEEREAETAE
FBRREFRIKNE - A BRI 581K TFAT
B L TR AE R -

ZEMDERKKAINHAARSEN (B
BRAREEZERBZRER) KLERKA
FERTEARR ZEMBEER (i
HE ACanon’s Court, 22 Victoria Street,
Hamilton HM12, Bermuda) * I 0] 82 4%
BRI B —RAZRERATELZ
P S o

HRNEE2RE BT - +—RA &
ERBEAEFAABRRERAE R
ERAKBEETHREMBRRE—
FULEZ EF I 817 B BRI
RE - HER AR HARRERIAE
TERBEZ2EKE HEm=EA%
217

RERLABU AR ZBRRIFRIAGAE

ARENERESARASHRZTAA
5 e

FESEERAR —F-—LFFH

63



64

TEEIRY

(b) Procedures for making proposals at Shareholders’

MUz A~ N

RS

meetings

Sections 79 and 80 of the Companies Act allow certain
Shareholder(s) to requisition the Company to move a
resolution at an annual general meeting (the “AGM") of the
Company or circulate a statement at any general meeting
of the Company. Under section 79 of the Companies Act,
at the expense of the requisitionists unless the Company
otherwise resolves, it shall be the duty of the Company on
the requisition in writing by such number of Shareholders:

(i)  to give to the Shareholders entitled to receive notice
of the next AGM notice of any resolution which may
properly be moved and is intended to be moved at
that meeting;

(i) to circulate to the Shareholders entitled to have notice
of any general meeting sent to them any statement
of not more than one thousand words with respect to
the matter referred to in any proposed resolution or
the business to be dealt with at that meeting;

(i) the number of Shareholders necessary to make the
above-mentioned requisitions to the Company shall
be:

- either any number of Shareholders representing
not less than one-twentieth of the total voting
rights of all the Shareholders having at the date
of the requisition a right to vote at the meeting
to which the requisition relates; or

- not less than one hundred Shareholders.

Notice of any such intended resolution shall be given, and
any such statement shall be circulated, to Shareholders
entitled to have notice of the meeting sent to them by
serving a copy of the resolution or statement on each such
Shareholder in any manner permitted for service of notice of
the meeting, and notice of any such resolution shall be given
to any other Shareholder by giving notice of the general
effect of the resolution in any manner permitted for giving
him notice of meeting of the Company, provided that the
copy shall be served, or notice of the effect of the resolution
shall be given, as the case may be, in the same manner
and, so far as practicable, at the same time as notice of the
meeting and, where it is not practicable for it to be served
or given at that time, it shall be served or given as soon as
practicable thereafter.
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Section 80 of the Companies Act sets out the conditions to
be met before the Company is bound to give any notice of
resolution or to circulate any statement. Pursuant to section
80 of the Companies Act, the Company shall not be bound
to give notice of any resolution or to circulate any statement
as mentioned above unless:

(i)  a copy of the requisition signed by the requisitionists,
or two or more copies which between them contain
the signatures of all the requisitionists, is deposited at
the registered office of the Company:

- in the case of a requisition requiring notice of
a resolution, not less than six weeks before the
meeting; and

- in the case of any other requisition, not less than
one week before the meeting;

(i)  there is deposited or tendered with the requisition
a sum reasonably sufficient to meet the Company’s
expense in giving effect to the procedures regarding
the giving of notice of resolution and/or circulation of
statement,

Provided that if, after a copy of the requisition requiring
notice of a resolution has been deposited at the registered
office of the Company, an AGM is called for a date six
weeks or less after the copy has been deposited, the copy
though not deposited within the above-mentioned time
shall be deemed to have been properly deposited for the
purposes thereof.
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() Procedures for sending enquiries to the Board (00 MEERELEAZER
Shareholders are encouraged to communicate with the KRR ERRBE(EEASEER
Company for any enquiries in relation to the affairs of the ZERERNARER - RRAYUEME -
Group. Shareholders may contact the Company in writing or BiEEANERARKE:

by telephone or facsimile:

Address  :  Principal office of the Company o4k COARREIR
in Hong Kong — Suites 1407-8, 14/F, BBZHBRER—
Great Eagle Centre, 23 Harbour Road, BBELTF
Wanchai, Hong Kong B E23REE D

141£1407-8=

Telephone :  +(852) 2530 9218 Eo © +(852) 2530 9218
Facsimile  :  +(852) 2525 2002 BE ' +(852) 2525 2002
Attention : Board of Directors/fCompany Secretary WA D BEE /NEWE
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Independent Auditor's Report

I

ZHONGHUI

To the shareholders of Hybrid Kinetic Group Limited
(Incorporated in Bermuda with limited liability)

Qualified Opinion

We have audited the consolidated financial statements of Hybrid
Kinetic Group Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 73 to
143, which comprise the consolidated statement of financial
position as at 31 December 2017, and the consolidated statement
of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of
cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant
accounting policies.

In our opinion, except for the possible effects of the matters
described in the Basis for Qualified Opinion section of our report,
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 Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA") and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.
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AR A S GIIE S
Basis for Qualified Opinion

Prepayment to suppliers

We were unable to obtain direct audit confirmation in
relation to the prepayment to a supplier and unable to obtain
sufficient evidence to ascertain that such prepayment to the
supplier will be recovered in the foreseeable future. We were
therefore not able to satisfy ourselves as to (i) whether the
carrying amount of the prepayment to suppliers amounted to
approximately HK$333,918,000 as at 31 December 2017 and
the carrying amount of the prepayment to suppliers amounted
to approximately HK$333,814,000 as at 31 December 2016 are
fairly stated; (ii) the recoverability of prepayment to suppliers of
approximately HK$333,918,000 as at 31 December 2017 and
the recoverability of prepayment to suppliers of approximately
HK$333,814,000 as at 31 December 2016; and (iii) the existence
and completeness of the disclosures of contingent liabilities in
relation to the prepayment to the supplier.

Any adjustments to the figures as described above might have a
consequential effect on the Group’s financial performance and
cash flows for the years ended 31 December 2017 and 2016
and the financial positions of the Group as at 31 December 2017
and 2016, and the related disclosures thereof in the consolidated
financial statements.

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

Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. In addition to the matters described in the Basis
for Qualified Opinion section, we have determined the matters
described below to be the key audit matters to be communicated
in our report.
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Trade and other receivables
Refer to Note 21 to the consolidated financial statements

The Group tested the amount of trade receivables and
prepayment, deposits and other receivables for impairment.
This impairment test is significant to our audit because
the balance of trade receivables and other receivables of
approximately HK$147,041,000 as at 31 December 2017
is material to the consolidated financial statements. In
addition, the Group’s impairment test involves application of
judgement and is based on estimates.

Our audit procedures included, among others:
- Assessing the Group's procedures on granting credit/
loans limits and credit/loans periods to customers/

borrowers;

- Assessing the Group's relationship and transaction
history with the customers/borrowers;

- Evaluating the Group’s impairment assessment;
- Assessing ageing of the debts;

- Assessing creditworthiness of the customers/
borrowers;

- Checking subsequent settlements from the customers/
borrowers;

- Assessing the value of the collateral for the debts; and

- Assessing the disclosure of the Group's exposure to
credit risk in the consolidated financial statements.

We consider that the Group’s impairment test for trade
receivables and prepayment, deposits and other receivables
is supported by the available evidence.
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B 2B AN RS

(ii) Investment in associates

Refer to Note 16 to the consolidated financial statements

The Group tested the amount of investment in associates
for impairment. This impairment test is significant to our
audit because the balance of investment in associates of
HK$547,494,000 as at 31 December 2017 is material to the
consolidated financial statements. In addition, the Group's
impairment test involves application of judgement and is

based on assumptions and estimates.

Our audit procedures included, among others:

- Evaluating the Group's impairment assessment;
- Assessing the financial information of the associates;

- Obtaining and checking to evidence to support the

Group's impairment assessment;

- Assessing the competence, independence and integrity

of the external valuers engaged by client;

- Obtaining the external valuation reports and meeting
with the external valuers to discuss and challenge
the valuation process, methodologies used and
market evidence to support significant judgments and
assumptions applied in the valuation model;

- Checking key assumptions and input data in the
valuation model to supporting evidence; and

- Checking arithmetical accuracy of the valuation

model.

We consider that the Group’s impairment test for
investment in associates is supported by the available

evidence.
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Other Information

The directors are responsible for the other information. The other
information comprises all the information in the Company’s
annual report, but does not include the consolidated financial
statements and our auditor’'s report thereon. The other
information is expected to be made available to us after the date
of this auditor’s report.

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
identified above when it becomes available 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.

Responsibilities of Directors for the
Consolidated Financial Statements

The directors are responsible for the preparation of the
consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA 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.
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B 2B EN RS

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 HKSAs will always detect
a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
consolidated financial statements.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA’s
website at:

http://www.hkicpa.org.hk/en/standards-and-regulations/standards/

auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Fong Tak Ching

Audit Engagement Director

Practising Certificate Number PO6353

Hong Kong, 28 March 2018
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FaBnmMEMSER S

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

2017 2016
—E—tHF ZE—RF
Note HK$'000 HK$'000
B 5 FHET FHET
Revenue A 7 35,434 15,529
Cost of sales HEKA (26,012) (11,683)
Gross profit ER 9,422 3,846
Other income H 4 A 8 134,631 34,605
Distribution costs Pali=ID N (5,971) (444)
Administrative expenses THEX (452,066) (393,299)
Share of losses of associates JE{LB & N T 2 B8 (11,321) (3,448)
Loss before tax BRIRAEGR (325,305) (358,740)
Income tax expense FriS R 2 10 (360) (805)
Loss for the year TEEBIR 11 (325,665) (359,545)
Other comprehensive Htt2EBA - (ER) -
income/(loss):
Items that may be reclassified to  AJSEE# 7 EE 1R m. o
profit or loss: FH :
Exchange differences on translating & /84N ETS 2 [E H =58
foreign operations — Group —R&E 51,228 (66,632)
Exchange differences on translating & /G SN ~ [E 5, =58
foreign operations — Associates AN 6,597 (1,384)
Other comprehensive income/ FHEEHEM2EI A~
(loss) for the year (E1]|) 57,825 (68,016)
Total comprehensive loss FEEREEEEE
for the year (267,840) (427,561)
Loss for the year attributable to: I F A LREEEEEEIR:
Owners of the Company PAN/NEIEZ ZSDN (322,290) (355,303)
Non-controlling interests AR (3,375) (4,242)
(325,665) (359,545)
Total comprehensive loss BTALEEEEE
for the year EEEGREE:
attributable to:
Owners of the Company PAN/NEIEZ ZSUN (266,658) (421,185)
Non-controlling interests AR (1,182) (6,376)
(267,840) (427,561)
Loss per share SEEE 14
Basic (cents per share) A (FRAL) (1.58) (1.75)
Diluted (cents per share) e (Zhl) (1.58) (1.75)

FESEERAR —F-—LFFH
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Gonsolidated Statement of Financial Position

AN NSRS

At 31 December 2017 R=ZZE— +E+=-A=+—8H

2017 2016
—Z=—+tF —E—RF
Note HK$'000 HK$'000
M5 TH#T FAET
Non-current assets ERENEE
Property, plant and equipment Y BB M 15 70,638 80,329
Investment in associates REEERR 2K E 16 547,494 38,465
Available-for-sale financial assets A HE S REE 17 60,310 72,188
Prepayments SEENES 18 63,368 33,669
Finance lease receivables JElG B & E A 19 = 1,639
741,810 226,290
Current assets mEEE
Inventories wE 20 75,408 97,270
Finance lease receivables JE Uk & FE & R E 19 1,753 15,154
Trade and other receivables JEUNE SR E R EMmER 21 480,959 869,724
Derivative financial instrument TEEmMT A 22 46,957 4,260
Pledged bank deposits DHEIRR TR 2,007 2,007
Bank and cash balances RITMIREHE 23 311,781 695,258
918,865 1,683,673
Current liabilities mBRE
Trade and other payables ENESHIEREMENR 24 61,827 48,247
Current tax liabilities BHATE I B & = 298
61,827 48,545
Net current assets mEERE 857,038 1,635,128
NET ASSETS HERE 1,598,848 1,861,418
Capital and reserves BF R R
Share capital [N 26 2,033,787 2,033,787
Reserves e 27(a) (472,159) (206,448)
Equity attributable to owners of ~ ANAGHEA AFE(RHEZ
the Company 1,561,628 1,827,339
Non-controlling interests e AR AE 37,220 34,079
TOTAL EQUITY EgowaE 1,598,848 1,861,418

The consolidated financial statements on pages 73 to 143 were
approved and authorised for issue by the board of directors on 28
March 2018 and are signed on its behalf by:

Approved by:
Xu Jianguo
#ER

Director

EF
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Consolidated Statement of Ghanges

m/\

N Equity
oy T

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

Attributable to owners of the Company

EYNGE EPN L

Share-based Non-

Share Share  Translation payment Other  Accumulated controlling
capital premium reserve reserve reserve losses Total interests Total

Y3
Ex BRHARR HEHE XHZRE Hft G RitBR 81  FRREE #it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TET Fin FEn FEn FEr TER TER
At 1 January 2016 W=Z-~E-A-H 2,032,587 2,120,075 (15,682) 391,570 (23,901) (2,261,078) 2,243,571 36,455 2,280,026
Share issued under share option schemes BEREAHBIRG 1,200 2126 = (1472) = = 1,854 = 1,854
Recognition of equity settled share-based payment  BEZABREE W RH % [ 2508 - - - 3,099 - - 3,09 - 3,099
Increased in non-controlling interests of a subsidiary — M BA A2 g2 - - - - - - - 4,000 4,000
Total comprehensive loss for the year AEEREE A - - (65,882) - - (355,303) (421,185) (6,376) (427,561)
At 31 December 2016 RZF-AE+ZA=+-H 2,033,787 2,122,201 (81,564) 393,197 (23,901) (2,616,381) 1,827,339 34,079 1,861,418
At 1 January 2017 2,033,787 2,122,201 (81,564) 393,197 (23,901) (2,616,381) 1,827,339 34,079 1,861,418
Recognition of equity settled share-based payment - - - 947 - - 947 - 947
Incorporation of a non-wholly owned subsidiary (3L Fﬁ#%ﬁ - - - - - - - 4323 4323
Total comprehensive income/(loss) for the year TEERAMN/ (BB 28 - - 55,632 - - (322,290) (266,658) (1,182) (267,840)
At 31 December 2017 RZE-+E+-A=+-H 2,033,787 2,122,201 (25,932) 394,144 (23,901) (2,938,671) 1,561,628 37,220 1,598,848
FEEEARAR —tEFR
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Consolidated Statement of Cash Flows
,\\/T\/\E/Eui//w ?E

For the year ended 31 December 2017 &2 =-ZE—+tF+-A=+—HIFE

2017 2016
—Z—tF ZE-RF
HK$’000 HK$'000
THT FAT
Cash flows from operating activities EBFHZHERE
Loss before tax BT AT E 1R (325,305) (358,740)
Adjustments for: HTFIEBEELE Z AR
Share of losses of associates FE(REEE R RIBE 11,321 3,448
Equity settled share-based payment VAR 25 45 8 30 A
Bt XA 2 5R0R 947 3,099
Interest income FEHBA (7,309) (19,757)
Depreciation e 21,949 18,835
Gain on capital contribution to m—AEEEAFEE 2 W=
an associate (77,861) -
Gain on deemed disposal of RIELER—MEB 2 RFZ
partial investment in an associate B E 2 W (2,765) =
Recognition of deferred income on BRA—ABEARFEZ
capital contribution to associate EEUA (1,828) -
Fair value gain on derivative MEeREEANTFERKE
financial instrument (40,729) (4,260)
Impairment of property, ME - BRERRERE
plant and equipment 1,639 5,986
Impairment of available-for-sale A EEREERE
financial asset 16,260 5,707
Impairment of inventories FERE = 3,606
(Reversal of impairment)/impairment of H A JE WK
other receivables CRERE) RE (1,837) 67,498
Loss/(gain) on disposal of property, HEWE- - BER
plant and equipment mEzER (WE) 531 (214)
Operating loss before HEESEPRCKEEBE
working capital changes (404,987) (274,792)
Change in inventories FEZ 28,208 (96,789)
Change in trade receivables FEWE S HRIEEE) (28,109) (304)
Change in other receivables, Hitn el 12 & &
deposits and prepayments SCENE S 400,202 (294,135)
Change in finance lease receivables JiE Wy 7t & 7H & IR # 8 15,040 5,567
Change in trade payables BB SRIEE - 7,912
Change in accruals and other payables FERT B PR R H fh FE S R 11,502 (224)
Cash generated from/(used in) operations & 3EFT15,” (FTA)E & 21,856 (652,765)
Tax paid [RENEE (658) (1,427)
Net cash used in operating activities {EEEHFFARESHE 21,198 (654,192)
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Consolidated Statement of Cash Flows

b= ATH o

MER

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

2017 2016
—Z—t%F ZE—RF
HK$'000 HK$'000
FHET FHET
Cash flows from investing activities REFHFRESH&RE
Purchase of available-for-sale BEAHHESREE
financial assets - (66,913)
Purchase of property, BEMZE BWERRE
plant and equipment (14,839) (34,510)
Decrease in short-term investments 52 R = 84,001
Interest received =R 7,309 19,757
Proceeds from disposal of HEWE - BER
property, plant and equipment RS RIE 3,037 5,815
Capital injection to a subsidiary FEVEAR AR BR 7] — ]
from non-controlling shareholders MEBARNEE 4,323 -
Payment to acquire an associate W B — e = A Bl 2 TR (432,288) (21,061)
Decrease in amount due from FEf — BB A A
a non-controlling shareholder of — & IR RIBE R D
a subsidiary - 2,483
Decrease in structured bank deposits ERBIRITE RO - 420,182
Increase in pledged bank deposits B RITEFIE N - (400)
Net cash (used in)/generated from BEEH (FRA),
investing activities e &B8H (432,458) 409,354
Cash flows from financing activities MEFHZHERE
Net proceeds from shares issued RIRE R BTRGD
under share options scheme FriS 5/ I8 %58 - 1,854
Repayment for borrowings BERES = (196)
Net cash generated from MEEIDFREHREEHE
financing activities - 1,658
Net decrease in cash and BREeRBeSEMCRLBE
cash equivalents (411,260) (243,180)
Cash and cash equivalents REVNz2RERBESEEY
at beginning of year 695,258 999,820
Effect of changes in SNESRE R BB o &
foreign exchange rate 27,783 (61,382)
Cash and cash equivalents RERZAERBESFRY
at end of year 311,781 695,258
Analysis of cash and cash equivalents BRe&RREFEMHIF
Bank and cash balances RITRIBE &% 311,781 695,258
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Notes 1o the Consolidated Financial Statements
A IS ERER M EE

For the year ended 31 December 2017 #Z =T —+tF+-A=+T—HILFE

1.

GENERAL INFORMATION

Hybrid Kinetic Group Limited was incorporated in Bermuda
as an exempted company with limited liability. The address
of its registered office is Canon’s Court, 22 Victoria Street,
Hamilton HM 12, Bermuda. The address of its principal place
of business is Suites 1407-8, 14th Floor, Great Eagle Centre,
23 Harbour Road, Wanchai, Hong Kong. The Company’s
shares are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The
principal activities of the Company and its subsidiaries
(together referred to as the “Group”) were development
of high-tech electric motor vehicles, development and
sales of battery management systems and spare parts and
development of advanced batteries materials. The principal
activities of the Company’s subsidiaries are set out in note
33 to the consolidated financial statements.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new
and revised Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified
Public Accountants that are relevant to its operations and
effective for its accounting year beginning on 1 January
2017. HKFRSs comprise Hong Kong Financial Reporting
Standards; Hong Kong Accounting Standards; and
Interpretations. The adoption of these new and revised
HKFRSs did not result in significant changes to the Group’s
accounting policies, presentation of the Group's financial
statements and amounts reported for the current year and
prior years.

The Group has not applied the new and revised HKFRSs
that have been issued but are not yet effective. The Group
has already commenced an assessment of the impact of
these new and revised HKFRSs but is not yet in a position
to state whether these new and revised HKFRSs would have
a material impact on its results of operations and financial
position.

Hybrid Kinetic Group Limited Annual Report 2017
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SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared
in accordance with HKFRSs, accounting principles generally
accepted in Hong Kong and the applicable disclosures
required by the Rules Governing the Listing of Securities
on The Stock Exchange and by the Hong Kong Companies
Ordinance.

These consolidated financial statements have been prepared
under the historical cost convention.

The preparation of consolidated financial statements in
conformity with HKFRSs requires the use of certain key
assumptions and estimates. It also requires the directors
to exercise its judgements in the process of applying the
accounting policies. The areas involving critical judgements
and areas where assumptions and estimates are significant
to these consolidated financial statements, are disclosed in
note 4 to the consolidated financial statements.

The significant accounting policies applied in the preparation
of these consolidated financial statements are set out below.

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with
the entity and has the ability to affect those returns through
its power over the entity. The Group has power over an
entity when the Group has existing rights that give it the
current ability to direct the relevant activities, i.e. activities
that significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential
voting right is considered only if the holder has the practical
ability to exercise that right.

Notes to the Consolidated Financial Statements
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Notes 1o the Consolidated Financial Statements
A IS ERER M EE

For the year ended 31 December 2017 #Z =T —+tF+-A=+T—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation (Continued)

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from
the date the control ceases.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i) the
fair value of the consideration of the sale plus the fair value
of any investment retained in that subsidiary and (i) the
Company's share of the net assets of that subsidiary plus
any remaining goodwill relating to that subsidiary and any
related accumulated foreign currency translation reserve.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company.
Non-controlling interests are presented in the consolidated
statement of financial position and consolidated statement
of changes in equity within equity. Non-controlling interests
are presented in the consolidated statement of profit or
loss and other comprehensive income as an allocation of
profit or loss and total comprehensive income for the year
between the non-controlling shareholders and owners of the
Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and
to the non-controlling shareholders even if this results in the
non-controlling interests having a deficit balance.
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Notes to the Consolidated Financial Statements

IN=NE e el

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate
in the financial and operating policy decisions of an entity
but is not control or joint control over those policies. The
existence and effect of potential voting rights that are
currently exercisable or convertible, including potential
voting rights held by other entities, are considered when
assessing whether the Group has significant influence. In
assessing whether a potential voting right contributes to
significant influence, the holder’s intention and financial
ability to exercise or convert that right is not considered.

Investment in an associate is accounted for in the
consolidated financial statements by the equity method and
is initially recognised at cost. Identifiable assets and liabilities
of the associate in an acquisition are measured at their fair
values at the acquisition date. The excess of the cost of
acquisition over the Group's share of the net fair value of
the associate’s identifiable assets and liabilities is recorded as
goodwill. The goodwill is included in the carrying amount of
the investment and is tested for impairment together with
the investment at the end of each reporting period when
there is objective evidence that the investment is impaired.
Any excess of the Group's share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition is
recognised in consolidated profit or loss.

The Group's share of an associate’s post-acquisition profits
or losses is recognised in consolidated profit or loss, and
its share of the post-acquisition movements in reserves is
recognised in the consolidated reserves. The cumulative
post-acquisition movements are adjusted against 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 obligations or made payments on behalf of the
associate. If the associate subsequently reports profits, the
Group resumes recognising its share of those profits only
after its share of the profits equals the share of losses not
recognised.
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Notes 1o the Consolidated Financial Statements
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For the year ended 31 December 2017 #Z =T —+tF+-A=+T—HILFE

EXERT R ()

3. SIGNIFICANT ACCOUNTING POLICIES 3.
(Continued)

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
Hong Kong dollars, which is the Company's functional
and presentation currency.

(b) Transactions and balances in each entity’s
financial statements
Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Non-monetary items that are measured at fair values
in foreign currencies are translated using the exchange
rates at the dates when the fair values are determined.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is recognised
in other comprehensive income. When a gain or loss
on a non-monetary item is recognised in profit or
loss, any exchange component of that gain or loss is
recognised in profit or loss.
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Notes 1o the Consolidated Financial Statements

3.

SIGNIFICANT ACCOUNTING POLICIES 3.

Are MG ERaR MRt

For the year ended 31 December 2017 BiZ =T —+tF+T-A=+—HILFE

(Continued)

Foreign currency translation (Continued)

)

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated
into the Company’s presentation currency as follows:

- Assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement of
financial position;

- Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative
effect of the rates prevailing on the transaction
dates, in which case income and expenses
are translated at the exchange rates on the
transaction dates); and

- All resulting exchange differences are recognised
in the foreign currency translation reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign entities
and of borrowings are recognised in the foreign
currency translation reserve. When a foreign operation
is sold, such exchange differences are recognised in
consolidated profit or loss as part of the gain or loss
on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the
closing rate.
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Notes to the Consolidated Financial Statements

sre SRR MR

For the year ended 31 December 2017 HZ=Z =%

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Property, plant and equipment
Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

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. All other repairs and maintenance are
recognised in profit or loss during the period in which they
are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their costs less their residual
values over the estimated useful lives on a straight-line basis.
The principal useful lives are as follows:

Over the expected useful lives
of 5 to 10 years or over the
term of lease, whichever
is shorter

Furniture and equipment 5 years

Machineries 5 to 10 years

Motor vehicles 4 to 10 years

Leasehold improvements,
fixtures and fittings

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each
reporting period.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales proceeds
and the carrying amount of the relevant asset, and is
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

IN=NE e el

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Leases

The Group as lessee

(i) Operating leases
Leases that do not substantially transfer to the Group
all the risks and rewards of ownership of assets are
accounted for as operating leases. Lease payments
(net of any incentives received from the lessor) are
recognised as an expense on a straight-line basis over
the lease term.

The Group as lessor

(i)  Finance leases
Leases that substantially transfer to the lessees all
the risks and rewards of ownership of assets are
accounted for as finance leases. Amounts due
from lessees under finance leases are recognised
as receivables at the amount of the Group’s net
investment in the leases. Finance lease income is
allocated to accounting periods so as to reflect a
constant periodic rate of return on the Group's net
investment outstanding in respect of the leases.

Research and development expenditure
Expenditure on research activities is recognised as an
expense in the period in which it is incurred. An internally
generated intangible asset arising from the Group’s
development is recognised only if all of the following
conditions are met:

- An asset is created that can be identified (such as
software and new processes);

- It is probable that the asset created will generate
future economic benefits; and

- The development cost of the asset can be measured
reliably.

Internally generated intangible assets are stated at cost
less accumulated amortisation and impairment losses.
Amortisation is calculated on a straight-line basis over their
estimated useful lives of 5 to 10 years. Where no internally
generated intangible asset can be recognised, development
expenditure is recognised in profit or loss in the period in
which it is incurred.
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Notes to the Consolidated Financial Statements

sre SRR MR

For the year ended 31 December 2017 HZEZ =%
3.

(Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion
of all production overhead expenditure, and where
appropriate, subcontracting charges. Net realisable value is
the estimated selling price in the ordinary course of business,
less the estimated costs of completion and the estimated
costs necessary to make the sale.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in the
statement of financial position when the Group becomes a
party to the contractual provisions of the instruments.

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets.
On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the
consideration received and the cumulative gain or loss that
had been recognised in other comprehensive income is
recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.
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Notes to the Consolidated Financial Statements

NN el

For the year ended 31 December 2017 B2 =T —+tF+T-A=+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Investments

Investments are recognised and derecognised on a trade
date basis where the purchase or sale of an investment
is under a contract whose terms require delivery of the
investment within the timeframe established by the market
concerned, and are initially measured at fair value, plus
directly attributable transaction costs except in the case of
financial assets at fair value through profit or loss.

Investments are classified as either financial assets at fair
value through profit or loss or available-for-sale financial
assets.

(i)  Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets not classified as trade and other
receivables, held-to-maturity investments or financial
assets at fair value through profit or loss. Available-
for-sale financial assets are subsequently measured
at fair value. Gains or losses arising from changes
in fair value of these investments are recognised in
other comprehensive income, until the investments
are disposed of or there is objective evidence that
the investments are impaired, at which time the
cumulative gains or losses previously recognised in
other comprehensive income are recognised in profit
or loss. Interest calculated using the effective interest
method is recognised in profit or loss.

Investments in equity instruments that do not have a
quoted market price in an active market and whose
fair value cannot be reliably measured and derivatives
that are linked to and must be settled by delivery of
such unquoted equity instruments, are measured at
cost less impairment losses.
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Notes to the Consolidated Financial Statements

sre SRR MR

For the year ended 31 December 2017 HZ=Z =%
3.

(Continued)

Investments (Continued)

(i)  Available-for-sale financial assets (Continued)
Impairment losses recognised in profit or loss for
equity investments classified as available-for-sale
financial assets are not subsequently reversed through
profit or loss. Impairment losses recognised in profit
or loss for debt instruments classified as available-for-
sale financial assets are subsequently reversed and
recognised in profit or loss if an increase in the fair
value of the instruments can be objectively related
to an event occurring after the recognition of the
impairment loss.

Impairment losses on unquoted equity instruments
that are not carried at fair value because their fair
value cannot be reliably measured, or on derivative
assets that are linked to and must be settled by
delivery of such unquoted equity instruments are not
reversed.

Trade and other receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less allowance for
impairment. An allowance for impairment of trade, loans
and other receivables is established when there is objective
evidence that the Group will not be able to collect all
amounts due according to the original terms of receivables.
The amount of the allowance is the difference between
the receivables’ carrying amount and the present value of
estimated future cash flows, discounted at the effective
interest rate computed at initial recognition. The amount of
the allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods
and recognised in profit or loss when an increase in the
receivables’ recoverable amount can be related objectively
to an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
receivables at the date the impairment is reversed shall not
exceed what the amortised cost would have been had the
impairment not been recognised.
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Notes to the Consolidated Financial Statements

IN=NE e el

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and
cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term highly liquid investments which are readily
convertible into known amounts of cash and subject to
an insignificant risk of change in value. Bank overdrafts
which are repayable on demand and form an integral part
of the Group’s cash management are also included as a
component of cash and cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of
the Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity
instruments are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

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.

Trade and other payables

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
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Notes to the Consolidated Financial Statements

sre SRR MR

For the year ended 31 December 2017 HZ=Z =%
3.

(Continued)

Equity instruments
Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the
amount of revenue can be measured reliably.

(a)

(@)

Sales of goods are recognised upon transfer of the
significant risks and rewards of ownership to the
customer. This is usually taken as the time when the
goods are delivered and the customer has accepted
the goods.

Interest income is recognised on a time-proportion
basis using the effective interest method.

Subsidy income is recognised when the right to receive
payment is established.

Employee benefits

(a)

Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as a
result of services rendered by employees up to the at
the end of the reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.
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Notes 1o the Consolidated Financial Statements
e R R MR

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Employee benefits (Continued)

(b) Pension obligations
The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged in profit or loss represents
contributions payable by the Group to the funds.

(c) Termination benefits
Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw the
offer of those benefits and when the Group recognises
restructuring costs and involves the payment of
termination benefits.

Share-based payments
The Group issues equity-settled share-based payments to
certain directors, employees and consultants.

Equity-settled share-based payments to directors and
employees are measured at the fair value (excluding the
effect of non market-based vesting conditions) of the equity
instruments at the date of grant. The fair value determined
at the grant date of the equity-settled share-based payments
is expensed on a straight-line basis over the vesting period,
based on the Group’s estimate of shares that will eventually
vest and adjusted for the effect of non market-based vesting
conditions.

Equity-settled share-based payments to consultants are
measured at the fair value of the services rendered or if
the fair value of the services rendered cannot be reliably
measured, at the fair value of the equity instruments
granted. The fair value is measured at the date the Group
receives the services and is recognised as an expense.
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Notes to the Consolidated Financial Statements

sre SRR MR

For the year ended 31 December 2017 HZ=Z =%
3.

(Continued)

Taxation
Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit or
loss because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group's
liability for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that
it is probable that taxable profits will be available against
which deductible temporary differences, unused tax losses or
unused tax credits can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from
goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit.
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Notes to the Consolidated Financial Statements

IN=NE e el

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associates, and its joint ventures, except where the Group is
able to control the reversal of the temporary difference and
it is probable that the temporary difference will not reverse
in the foreseeable future.

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

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised, based on tax rates that have been enacted
or substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in
equity.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities.
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Notes 1o the Consolidated Financial Statements

sre SRR MR

For the year ended 31 December 2017 #Z =T —+tF+-A=+T—HILFE

EXEAT R ()

3. SIGNIFICANT ACCOUNTING POLICIES 3.
(Continued)

Taxation (Continued)

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends
to settle its current tax assets and liabilities on a net basis.

Related parties
A related party is a person or entity that is related to the
Group.

(@ A person or a close member of that person’s family is
related to the Group if that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management personnel
of the Company or of a parent of the Company.

(b)  An entity is related to the Group (reporting entity) if
any of the following conditions applies:

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

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

(i)  Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity and
the other entity is an associate of the third entity.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Related parties (Continued)
(b)  An entity is related to the Group (reporting entity) if
any of the following conditions applies: (Continued)

(v)  The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is
itself such a plan, the sponsoring employers are
also related to the Group.

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

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

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

Segment reporting

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

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect
of the nature of products and services, the nature of
productions processes, the type or class of customers, the
methods used to distribute the products or provide the
services, and the nature of the regulatory environment.
Operating segments which are not individually material may
be aggregated if they share a majority of these criteria.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 HZ=—F
3.

(Continued)

Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets other
than inventories and receivables, to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the
extent of any impairment loss. Where it is not possible to
estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset.

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the relevant
asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable amount,
but so that the increased carrying amount does not exceed
the carrying amount that would have been determined (net
of amortisation or depreciation) had no impairment loss
been recognised for the asset or cash-generating unit in
prior years. A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the reversal of
the impairment loss is treated as a revaluation increase.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017 B2 =T —+tF+T-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

Provisions and contingent liabilities

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

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

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and
are reflected in the financial statements. Events after the
reporting period that are not adjusting events are disclosed
in the notes to the consolidated financial statements when
material.
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For the year ended 31 December 2017 #Z=-ZF—+tF+-A=T—HILFE

4. CRITICAL JUDGEMENTS AND KEY 4.
ESTIMATES

Key sources of estimation uncertainty

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

(a) Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and
doubtful debts based on assessments of the
recoverability of the trade and other receivables,
including the current creditworthiness and the past
collection history of each debtor. Impairments arise
where events or changes in circumstances indicate
that the balances may not be collectible. The
identification of bad and doubtful debts requires the
use of judgement and estimates. Where the actual
result is different from the original estimate, such
difference will impact the carrying value of the trade
and other receivables and doubtful debt expenses in
the year in which such estimate has been changed.

(b) Impairment of investment in associates
Interest in associates are reviewed for impairment
whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable.
Value-in-use calculations are used for assessing
the recoverable amount of these interests. These
calculations require use of judgments and estimates.

Management judgment is required for assessing
impairment particularly in assessing: (i) whether an
event has occurred that may indicate that the related
carrying value of interests may not be recoverable;
and (i) whether the carrying value of the interests can
be supported by the recoverable amount. Changing
the estimations used by management in assessing
impairment could materially affect the recoverable
amount used in the impairment test and as a result
affect the Group's consolidated financial position and
consolidated results of operations. At the end of the
reporting period, the carrying value of investment in
an associates were approximately HK$547,494,000
(2016: HK$38,465,000).

Hybrid Kinetic Group Limited Annual Report 2017

ERFEREEME

AT REERRE 2 ETERR
EARABEZEBZERMRBERRZ
B THEEEREMEZRIR (BEKR
RSN TEAMNBRFEHEERAR
FRHEEDERRE) mIBAT-

(a) RBRRBEEE
AEBENHEEESHARE
MR AT B 1 2 5 (BEE
HEBAZBAEEFBEUR
A2 8%) BRI RRAE OB E B 18 -
BEHRBERBCBERERER B
EOXRUE - Bl IR E - 8RR
AR 2IE M A G - MBS
RERIR RN - AIRFEREE
R HRESH cFERE
FEULE 2 3R A I LA WKk 2 B
EEARRRRA

(b) REZLNAZKERE
BEETAEHHBEREDBE TR
B R BE AW B - & BB 2
NEZ ESETRERE - A%
SRR R gt EE
REE - AR RS KERFIE R
flr&te

FHEREAEE EE E L A
TEEFE (VBB EHEEMEHF
FnER  HEERETDETEEE
Ul R iy 2 BREERGSE
AT el & EERE AR o (W B IR BN RIS
BB FT A 2 (R - AlEE R
HAATAZ AT KBS EAI LS X B
EYE BENYEAEBZEREY
TERR AR B A R4S - IATREH
K R—EBERRZEEZER
E{E#) 5547,494,0008 L (= F
—7N4F 138,465,000 7T ) °



Notes to the Consolidated Financial Statements

IN=NE e el

For the year ended 31 December 2017 B2 =T —+tF+T-_A=+—HILFE

ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(@

(d)

(e)

Property, plant and equipment and depreciation
The Group determines the estimated useful lives,
residual values and related depreciation charges for
the Group's property, plant and equipment. This
estimate is based on the historical experience of the
actual useful lives and residual values of property,
plant and equipment of similar nature and functions.
The Group will revise the depreciation charge where
useful lives and residual values are different to those
previously estimated, or it will write-off or write-down
technically obsolete or non-strategic assets that have
been abandoned or sold.

Impairment of property, plant and equipment
Property, plant and equipment are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying amount
of the assets exceeds its recoverable amount. The
recoverable amount is determined with reference
to the present value of estimated future cash flows.
Where the future cash flows are less than expected or
there are unfavourable events and change in facts and
circumstance which result in revision of future estimate
cash flows, a material impairment loss may arise.

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based
on the ageing and estimated net realisable value of
inventories. The assessment of the allowance amount
involves judgement and estimates. Where the actual
outcome in future is different from the original
estimate, such difference will impact the carrying value
of inventories and allowance charge/write-back in the
period in which such estimate has been changed.
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For the year ended 31 December 2017 HZ=—F
5.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest
rate 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.

(a)

Foreign currency risk

The Group has certain exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in the functional
currencies of the Hong Kong dollars and United States
dollars and Renminbi. The Group currently does not
have a foreign currency hedging policy in respect of
foreign currency transactions, assets and liabilities.
The Group will monitor its foreign currency exposure
closely and will consider hedging significant foreign
currency exposure should the need arise.

The functional currency of certain major subsidiaries
of the Group is RMB. The Group is mainly exposed to
currency risk between RMB and USD.

At 31 December 2017, if the RMB had weakened 5
per cent (2016: 5 per cent) against the US dollar with
all other variables held constant, consolidated loss
after tax for the year would have been HK$6,281,000
(2016: HK$8,631,000) higher, arising mainly as a
result of the foreign exchange loss on monetary
items denominated in US dollar. If the RMB had
strengthened 5 per cent (2016: 5 per cent) against
the US dollar with all other variables held constant,
consolidated loss after tax for the year would have
been HK$6,281,000 (2016: HK$8,631,000) lower,
arising mainly as a result of the foreign exchange gain
on monetary items denominated in US dollar.
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5. FINANCIAL RISK MANAGEMENT 5.
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For the year ended 31 December 2017 B Z =T —+tHF+T-A=+—HILFE

(Continued)

(b) Credit risk

(0

The carrying amount of the cash and bank balances,
trade and other receivables, investments and derivative
financial instruments included in the statement of
financial position represents the Group’s maximum
exposure to credit risk in relation to the Group's
financial assets.

The Group has policies in place to ensure that sales
are made to customers with an appropriate credit
history. The credit risk on bank and cash balances is
limited because the counterparties are banks with high
credit-ratings assigned by international credit-rating
agencies.

The Group has significant concentration of credit risk
to its trade receivables as the Group's largest customer
contributed approximately 99% (2016: 53%) of the
revenue for the year and shared over approximately
100% (2016: Nil) of the trade receivables at the end
of the reporting period. The Group has policies and
procedures to monitor the collection of the trade
receivables to limit the exposure to non-recoverable of
the receivables and there is no recent history of default
for the customer.

Liquidity risk

The Group's policy is to regularly monitor current
and expected liquidity requirements to ensure that
it maintains sufficient reserves of cash to meet its
liquidity requirements in the short and longer term.

(b)

(0
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For the year ended 31 December 2017 & =—ZE—+tF+=-A=+—HIFE

5. FINANCIAL RISK MANAGEMENT 5 MEREEHE(#E)
(Continued)
(c) Liquidity risk (Continued) (0 REBEZRAMR (&)
The maturity analysis of the Group’s financial liabilities rEEsRABEZIMBERSN
is as follows: PO
Total
contractual
undiscounted
Carrying cash flow
amount within 1 year
—FRZEH
RUEBRB &
IREE mERE
HK$'000 HK$'000
FHET FHET
At 31 December 2017 BW-E—tF
+=-A=+—H
Trade and other payables ERE SHIER
At A K 61,827 61,827
At 31 December 2016 RZE—REF
+—A=+—H
Trade and other payables ERESHER
At K 48,247 48,247
(d) Interest rate risk (d) FIZEE Pk
At 31 December 2017, as the Group has minimal R-Z—+F+=-_A=+—8" EE

exposure to interest rate risk, the Group's operating
cash flows are substantially independent of changes in
market interest rates.

RAEEEE 2 M XRRHRE
3&$§vﬁ<.2 $£Ei//|b7t@li%
SRS R EE o

(e) Fair values (e) AF¥E
The carrying amounts of the Group's financial assets FEVBRARIRBRAEERE 2

and financial liabilities as reflected in the consolidated
statement of financial position approximate their
respective fair values.
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Notes to the Consolidated Financial Statements

5.

B IR R

/\\/T\
For the year ended 31 December 2017 & =—ZFT—+tF+ A =+—HILFE
FINANCIAL RISK MANAGEMENT 5 HM¥EREEE(#E)
(Continued)
(f) Categories of financial instruments at 31 f) R+-A=+—HZz&®IA
December L
2017 2016
—+tE —E—RF
HK$'000 HK$'000
Fi#ExT FHET
Financial assets EMEE
Financial assets at fair value BAFEFABRZZ
through profit or loss: BREE
Designated as such R RIS E
upon initial recognition 46,957 4,260
Loans and receivables B3 EWGR
(including cash and (BiEE2 K
cash equivalents) REEEW) 423,114 1,187,336
Available-for-sale financial assets At HESREE 60,310 72,188
Financial liabilities AR
Financial liabilities at WHER Az B E
amortised cost 61,827 48,247
FAIR VALUE MEASUREMENTS 6. NF{EHRE

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The
following disclosures of fair value measurements use a fair
value hierarchy that categories into three levels the inputs to
valuation techniques used to measure fair value:

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

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

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

The Group’s policy is to recognise transfers into and
transfers out of any of the three levels as of the date of the
event or change in circumstances that caused the transfer.

RFEAMELEERAERRERRF

RPPRHEEERNIAERAES
NZEER - UTRAFEAEZHESA
FERZAFERBR HﬁquE"?fEﬁﬁFH
MERTZEBAREY R=EE&:
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For the year ended 31 December 2017 HZ=—F

—tF+=A=

FAIR VALUE MEASUREMENTS

(Continued)

t—BLEE
6. LFEEE (&)

Notes to the Consolidated Financial Statements

(a) Disclosures of level in fair value hierarchy at 31 (a) E’\:; +tF+-_A=+—8<
December 2017: NSRS E
Fair value measurements using: Total
ERUTHEEZATFEAME: agE
Level 1 Level 2 Level 3 2017
F—#R E=1 $ZH —B—t#F
HK$'000 HK$'000 HK$'000 HK$'000
TERT THT THT THET
Description fat
Recurring fair value EEMLTEEME:
measurements:
Derivative financial instrument TESMIA
- Profits guaranteed —ENRELH
arrangement - - 46,957 46,957
Total recurring fair value EENOTEMNESRT
measurements - - 46,957 46,957
Fair value measurements using: Total
FRNTIEE 2 ATEFE: B
Level 1 Level 2 Level 3 2016
E—R ] F=h —E-RE
HK$'000 HK$'000 HK$'000 HK$'000
TET THT T THAT
Description LA
Recurring fair value EEMLTEEFE:
measurements:
Derivative financial instrument TEEMIA
— Profits guaranteed —RMRE L
arrangement - - 4,260 4,260
Total recurring fair value BERNTFEHELER
measurements - - 4,260 4,260
During the period, there were no transfer between BN RS —f A R

Level 1 and Level 2, or transfers into or out of Level 3
(2016: Nil). The Group's policy is to recognise transfer

B MEEF=REAREDL (=
T—RNF ) AREZHRE

between levels of fair value hierarchy as at the end of
the reporting period in which they occur.
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For the year ended 31 December 2017 &=

AFEEHE ()

6. FAIR VALUE MEASUREMENTS 6.

(Continued)

(b)  Reconciliation of assets measured at fair value based

(b)

ELkiE ek

—E—tFF+ZA=+—HLEE

ERE=RcEERNFEFEY

on level 3: R
Profits guaranteed
arrangement
BRARERHE
2017 2016
—2—t%F —E-RF
HK$’000 HK$'000
FHET FET
Description A i
At 1 January n—H—H 4,260 -
Total gains recognised in RERE B R ER
consolidated profit or loss (#) WS B EB(#) 40,729 4,260
Exchange difference MEHZERE 1,968 -
At 31 December Rt=—A=t—H 46,957 4,260
(#) Include gains for assets held at ~ (#)EFERRE EIER
end of reporting period Fris & E v W 40,729 4,260
The total gains recognised in profit or loss is presented RIEEER WS BENRGREE
in administrative expenses in the consolidated A R E W A R 2 1T
statement of profit or loss and other comprehensive X275

income.
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For the year ended 31 December 2017 & =—ZE—+tF+=-A=+—HIFE
6. FAIR VALUE MEASUREMENTS 6. FHEHHE (1)

(Continued)

(c) Disclosure of valuation process used by the Group (c)
and valuation techniques and inputs used in fair value

measurements at 31 December 2017:

For level 3 fair value measurements, the Group will
normally engage external valuation experts with the
recognised professional qualifications and recent

experience to perform the valuations.

Key unobservable inputs used in level 3 fair value

measurements are mainly:

Level 3 fair value measurements

AEEMAMGEARAEAR_-Z
*"ifﬁ‘f}—ﬁ]:‘k E EPTED-‘—
EMAMERERBABEZ K
5= :

AEE-—REZEABRUEE
BT B ERL R 2 MBI E
EXETE=RARFEAEZM
B

B=RAFEHERAZEET
UMEGAMBEES

BN FEHTE

Valuation Unobservable Effect on fair value Fair value
Description technique inputs Range for increase of inputs 2017
BABEAME —Z-t%
Hik HEHE TURRBARE &5 AFEZRE OFE
HK$'000
TFiEn
Profits quaranteed Discounted payoff Credit discount rate  Discount rate make reference o~ Increase 46,957
arrangement with scenarios comparable bond yields
EHRELH EREERTZHREH FEMRE URELZNELRES NG N
Valuation Unobservable Effect on fair value
Description technique inputs Range for increase of inputs Fair value 2016
BABEAmE —E-RF
fisk hER® TURRBANE &5 NEECRE LFE
HK$'000
TR
Profits quaranteed Discounted payoff Credit discount rate  Discount rate make reference to  Decrease 4,260
arrangement with scenarios comparable bond yields
EHREZH EREERTZHBREH FEMRE FREZEWELBERRE A
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For the year ended 31 December 2017 & =—ZFT—+tF+ A =+—HILFE

7. REVENUE

7.

Revenue from the Group’s principal activities represents
total invoiced value of goods supplied. Revenue recognised

during the year is as follows:

L DN

KEARBEEXH 2 BAEHESR
ZRBEREE - FRABRZBALT:

2017 2016
—t£ —T-RF
HK$'000 HK$'000
THET FAET
Sales of high-tech electric AR EERAEIHER
motor vehicles - 9,199
Sales of battery management BEMERRS R EmE T
systems and spare parts SHERE 35,133 5,295
Interest income from finance BERERNSHA
leasing 301 1,035
35,434 15,529

FESEERAR —E—LFFH
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For the year ended 31 December 2017 HZ=Z =%

—tF+ZA=t—HLFE

8. OTHER INCOME 8. HftlxA
2017 2016
—Z—tF —E—RF
HK$'000 HK$'000
FHET FAET
Interest income F B U A 3,375 16,188
Other receivables interest income H fth fE A B A 3,934 3,569
Net exchange gains b H s 5 R - 13,707
Gain on disposal of property, HEWE - BE R&E 2 W
plant and equipment - 214
Recognition of deferred income on &R M — M Z A5 HEZ
capital contribution to associate TEFEWA 1,828 -~
Gain on deemed disposal of partial & {1 & 7 —FEH & R 7]
investment in an associate g E W 2,765 =
Gain on capital contribution to m—REEE A RHE 2 s
an associate 77,861 -
Fair value gain on derivative MmEemIAZAFEER
financial instrument 40,729 -
Rental income el A 211 279
Reversal of impairment of 0 E R BORE
other receivables 1,837 -
Others H A 2,091 648
134,631 34,605

SEGMENT INFORMATION

The Group's reportable segments are strategic business units
that offer different products. They are managed separately
because each business requires different technology and
marketing strategies. The Group has three reportable
segments: development of high-tech electric motor vehicles,
development and sales of battery management systems
and spare parts and development of advanced batteries
materials.

The accounting policies of the operating segments are
the same as those described in note 3 to the consolidated
financial statements. Segment profits or losses do not
include unallocated corporate income and expenses.
Segment assets do not include unallocated corporate assets.
Segment liabilities do not include unallocated corporate
liabilities. Segment non-current assets do not include
financial instruments, deferred tax assets, post-employment
benefit assets and rights arising under insurance contracts.
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—tE+=A=+—ALFE

9. SEGMENT INFORMATION (Continued) 9. SEPEH ()
Information about reportable segment profit or loss, assets BHENEFROERFNEE EERE
and liabilities: B2 ER:
High-tech Battery
electric  management Advanced
motor systems and batteries
vehicles spare parts materials Total
BHE EEERK Kk
EBRE B 0 & 0 5 Eib#e ok
HK$'000 HK$'000 HK$'000 HK$'000
THER AT FHET T
Year ended 31 December 2017: EE_Z—t%
TZAZ+—-BLEE:
Revenue L/ON 301 35,133 - 35,434
Segment profit/(loss) PEEF/ (ER) (157,337) 13,121 (5,046) (149,262)
Depreciation e (4,912) (1,394) (633) (6,939)
Other material non-cash items: HMEXFREER:
Impairment of property, nE BERRERE
plant and equipment (14) (26) (1 #1)
Research and development expenses T F % (45,315) (11,662) (1,718) (58,695)
Additions to segment RENHERBEE
non-current assets 2,189 4,423 43 6,655
At 31 December 2017; R-E—t%
+ZA=+-H
Segment assets NHEE 900,145 67,294 4,472 971,911
Segment liabilities NHEE 12,700 9,568 222 22,490
Year ended 31 December 2016: BE-B-XE
+ZA=+—-HLFE:
Revenue L/ON 10,234 5,295 = 15,529
Segment loss NEEE (105,204) (37,189) (5,035) (147,427)
Depreciation e (1,271) (513) (4,236) (6,020)
Income tax st (515) (290) - (805)
Other material non-cash items: HMEXFREER:
Impairment of property, 0¥ BERRERE
plant and equipment (4,539) - (1,447) (5,986)
Impairment of inventories RERE 3,606 - - 3,606
Research and development expenses 8 F % (2,037) (5.179) (1,901) 9,117)
Additions to segment RENHERBEE
non-current assets 1,070 - 3,256 4,326
At 31 December 2016: RIE-RE
+ZRA=+-H
Segment assets NHEE 552,727 387,099 18,581 958,407
Segment liabilities NHEE 7,017 9,683 102 16,802
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For the year ended 31 December 2017 #Z =T —+tF+-A=+T—HILFE
SEGMENT INFORMATION (Continued)

9.

Reconciliations of reportable segment revenue, profit and

9.

SEWEHE ()

A2HRDHPA HEAN R EE BESR

loss, assets and liabilities: B EEER:
2017 2016
—=—+tF —E-RF
HK$'000 HK$'000
THET FHET
Revenue: KA :
Total revenue of reportable 23D BWRAKERE
segments and consolidated L ON:E-
revenue 35,434 15,529
Profit or loss: BRFBEIR -
Total loss of reportable segments A 2Ry EpEIEEEE (149,262) (147,427)
Corporate and unallocated N A R AR B N Sk E 1R
profit or loss (175,096) (208,214)
Share-based payment AR A 2 SR8 (947) (3,099
Income tax expense Frisfif < (360) (805)
Consolidated loss for the year AKEFZAER (325,665) (359,545)
Assets: BE:
Total assets of reportable segments 7] 23D M E ELEE 971,911 958,407
Corporate and unallocated assets: A AR ADEEE
— Available-for-sale financial —AHHEECHEE
asset 60,310 72,188
— Bank and cash balances held —AEFRIAFFZ
by the Group's headquarters WIT RIS EH 103,803 225,436
— Others —Hfth 524,651 653,932
Consolidated total assets EAEME 1,660,675 1,909,963
Liabilities: &R
Total liabilities of reportable AEHoHaERS
segments 22,490 16,802
Corporate and unallocated liabilities X&) A B & &
— Tax payable —JEIBIIE = 298
— Others —Efh 39,337 31,445
Consolidated total liabilities e BaEeRs 61,827 48,545
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For the year ended 31 December 2017 & =—ZF—+tF+-A=+—HILFE

9. SEGMENT INFORMATION (Continued) 9. SEPEH ()
Geographical information: 2 &K
2017 2016
—tF —E—REF
HK$’000 HK$'000
THET FHET
Revenue: KA :
The People’s Republic of China R AREME ([HE])
(the "PRC") 35,319 15,529
Others Hb 115 -
35,434 15,529
In presenting the geographical information, revenue is based RE253[E &R - WA TIREFAE
on the location of the customers. HEI5 o
Revenue from major customers: FEREPRA:

2017 2016

—tf ZE—RF

HK$’000 HK$'000

FET FHET

Customer A BEA nil & 7,749
Customer B =FB nil & 4,153
Customer C ®EC 34,559 nil 4

Revenue from above customers individually contributed

KB LiEP ZWABRMEAERERS

more than 10% of the total consolidated revenue of the WA AEEE10% A o
Group.
2017 2016
—tF —E—REF
HK$'000 HK$'000
FExT FHBT
Non-current assets (other ERBEE(FEHE
than financial assets): EMEE) :
United States of America EREARH 1,813 422
The PRC ] 588,529 115,216
Hong Kong and others BB R HEA 91,158 36,825
681,500 152,463
FEEEERAT —T—tFFER 111
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For the year ended 31 December 2017 HZ= =%

—tF+ZA=t—HLFE

10. INCOME TAX EXPENSE 10. RS MBAX

2017 2016

—E—+tf —E—RF

HK$'000 HK$'000

THT FAET

Current tax — PRC Enterprise EVERFE I — R Bl 1R ZE PR A

Income Tax

Provision for the year FNEE - 805

Under-provision in prior years BEFERETR 360 =

360 805

No provision for Hong Kong Profits Tax has been made
for the year as the Group did not generate any assessable
profits arising in Hong Kong (2016: nil).

Tax charge on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries in
which the Group operates, based on existing legislation,
interpretation and practices in respect thereof.

The reconciliation between the income tax expense and the
product of loss before tax multiplied by Hong Kong Profits
Tax rate is as follows:

HARAEBER B B|E AL A BRK
A - BN E A B EE A BB L
BE(ZT—RF 8-

H A 3 [ FE R TR N 2 BRI R ST TR %
WITER BREREH ULAEERKS
EBMEBRR 2BITHEAE -

FriS iR X SRR T AT ES B IR A BB FIS
HMHEMEZEHERENT

2017 2016

—Z—tfF ZE—RF

HK$'000 HK$'000

THET FHET

Loss before tax BRI A 1B (325,305) (358,740)

Tax on loss before income tax, RBEBRB AR EEAR

calculated at the rates wmH BERZMERTE
applicable to profit/loss BRATSTHAIE R 2 Ti1E

in the tax jurisdictions concerned (49,847) (66,275)

Tax effect of non-taxable income BB AZRIEZE (33,591) (1,937)
Tax effect of non-deductible T—H‘D WS o RIAFE

expenses 73,263 67,953

Under-provision in prior years BEFEREBEIR 360 =

Tax effect of tax loss not recognised ARERZ S EE 2 RIBFE 10,175 1,064

Income tax expense for the year FEMEHMAEZ 360 805
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11. LOSS FOR THE YEAR

Notes 1o the Consolidated Financial Statements

= A 50 = B )
ARE ISR
For the year ended 31 December 2017 BiZ =T —+tF+T-A=+—HILFE

1. X FEEHKE

The Group's loss for the year is stated after charging/

(crediting) the following:

ARB 2 AFEEBEEHNR, (FTA)

2017 2016
—ZT—+tf —E-REF
HK$'000 HK$'000
TET FHET
Auditor’s remuneration 22 Gl kA 1,600 1,600
Cost of inventories sold BEEFEKA 26,012 11,683
Depreciation e 21,949 18,835
Loss/(gain) on disposal of property,  HEWE BE REEZ
plant and equipment EiE (Was) 531 (214)
Gain on deemed disposal of partial 3 & i — R & QR 2D
investment in an associate WE W (2,765) =
Recognition of deferred income on RE—HBERAREEZ
capital contribution to associate PRIEUT A (1,828) =
Gain on capital contribution to m— BB E AR HE 2 WS
an associate (77.861) -
Change in fair value of derivative PTEESBMTERAFEZS)
financial instrument (40,729) (4,260)
Impairment of property, Y WE REEZRE
plant and equipment 1,639 5,986
Impairment of available-for-sale At ESREEZRE
financial asset 16,260 5,707
Impairment of inventories FEZmE - 3,606
(Reversal of impairment)/ Hunpdisrz CREr),
impairment of other receivables A (1,837) 67,498
Net exchange loss/(gains) B ke, (W) F58 9,319 (13,707)
Operating lease charges in respect T RIEFZ LEHEE R
of land and buildings 35,102 35,400
Research and development costs Tt B A AR 62,653 34,912
Staff costs including directors’ BIRA (BIEESMHE)
emoluments
— Salaries, bonus and allowances — ¥ % TEAT M EBRL 141,977 114,054
— Equity-settled share-based — DA & 48 0 DA B 4D
payments X2 RIE 947 3,099
— Retirement benefits scheme —RREFET B4R
contributions 7,532 4,221
150,456 121,374
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For the year ended 31 December 2017 #Z =T —+tF+-A=+T—HILFE

12. EEREENE

12. DIRECTORS’ AND EMPLOYEES'

EMOLUMENTS
The emoluments of each director were as follows: BREFZMER:
Retirement
Salaries benefits
and scheme
Fees  allowances contributions Total
BT
e HFeREH SRR ot
2017 HKS$'000 HK$'000 HK$'000 HK$'000
—E—tf TET TET TET TET
Executive Directors: RiTER:
Dr. Yeung Yung (E 156 3,507 - 3,663
Mr. Liu Stephen Quan R 160 1,170 9 1,339
Mr. Hui Wing Sang, Wilson FKERE 160 2,340 18 2,518
Dr. Zhu Shengliang KBRET 160 1,079 - 1,239
Dr. Wang Chuantao FIEEL 156 2,162 - 2,318
Dr. Huang Chunhua HEERT 156 2,338 = 2,494
Mr. Xu Jianguo HREELE 156 2,337 14 2,507
Mr. Li Zhengshan FELEE 160 2,340 18 2,518
Mr. Ting Kwok Kit, Johnny TEIGEE 160 2,210 18 2,388
Mr. Chen Xiao BB L& 160 2,340 18 2,518
Non-executive Director: ERTESR:
Dr. Xia Tingkang, Tim EEEELT 313 - - 313
Independent Non-Executive BAEUTES:
Directors:
Mr. Wong Lee Hing FTRIEEE @) 67 = = 67
Mr. Lee Cheung Yuet, Horace TR L (b) 51 = = 51
Dr. Song Jian R 357 - - 357
Mr. Cheng Tat Wa BEzEg s 160 - - 160
Dr. Zhu Guobin REEBEL 312 - - 312
Dr. Li Jianyong ZRBERL 160 - - 160
Mr. Chan Sin Hang BREEHEE 160 - - 160
3,164 21,823 95 25,082
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For the year ended 31 December 2017 &=

12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

—EtFF A=t HLEE
12. EERERME (1])

Retirement
Salaries benefits
and scheme
Fees allowances  contributions Total
RIKEN
ik e RoRB BEL5 ek
2016 HK$'000 HK$'000 HK$'000 HK$'000
ZE-RE TAT FTAT FTAT FTAT
Executive Directors: BiTEE:
Dr. Yeung Yung MaEL 78 7,410 = 7,488
Mr. Liu Stephen Quan B|FEE 80 = = 80
Mr. Hui Wing Sang, Wilson AFKESTE 80 3,120 18 3,218
Dr. Zhu Shengliang ABRIEL 80 1,080 = 1,160
Dr. Wang Chuantao TIEEL 78 2,106 = 2,184
Dr. Huang Chunhua BEERT 78 2,340 = 2,418
Mr. Xu Jianguo REBEE 78 3,120 - 3,198
Mr. Li Zhengshan FELEAE 78 3,120 18 3,216
Mr. Ting Kwok Kit, Johnny TERGESE 80 2,340 18 2,438
Mr. Chen Xiao PR & & 80 3,120 3 3,203
Non-executive Director: FHTES:
Dr. Xia Tingkang, Tim EEREL 155 - - 155
Independent Non-Executive ~ BIFHTES:
Directors:
Mr. Wong Lee Hing FRIEEAE 80 - - 80
Dr. Song Jian REBT 175 - - 175
Mr. Cheng Tat Wa EEEgs 80 - - 80
Dr. Zhu Guobin RETEEL 156 - - 156
Dr. Li Jianyong FRERST 78 = = 78
Mr. Chan Sin Hang REGLAE 78 = = 78
1,592 27,756 57 29,405
Notes: Bt 5T
(@)  Retired on 31 October 2017 (@ RZE—tF+A=+—RHEE
(b)  Appointed on 13 September 2017 by ®» —tFNA+=BEZE

EEEEERAR —F—

EEER
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For the year ended 31 December 2017 HZEZ =%
12.

13.

14.

DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

The five highest paid individuals in the Group during the
year included five (2016: five) directors, whose emoluments
are reflected in the analysis above.

During the year, no emoluments were paid by the Group
to any of the directors or the highest paid individuals as
an inducement to join or upon joining the Group or as
compensation for loss of office.

DIVIDENDS

The directors do not recommend or declare the payment
of any dividend in respect of the years ended 31 December
2017 and 2016.

LOSS PER SHARE

(a) Basic loss per share

The calculation of basic loss per share attributable
to owners of the Company is based on the loss
for year attributable to owners of the Company of
approximately HK$322,290,000 (2016: approximately
HK$355,303,000) and the weighted average number
of 20,337,873,000 (2016: 20,336,916,000) ordinary
shares in issue during the year.

(b) Diluted loss per share
The effects of all potential ordinary shares are anti-
dilutive for the year ended 31 December 2017 and 31
December 2016.
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For the year ended 31 December 2017 & —ZF—+tF+-A=+—HILLFE

15. PROPERTY, PLANT AND EQUIPMENT 15. R -BEREME
Leasehold
improvements Furniture
fixtures and and Motor
fittings equipment  Machineries vehicles Total
HEME
ke BE
RERE# HHRRME Ha RE i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT FET THT TR TR
Cost B*
At 1 January 2016 RZZE—R"F—-A—H 12,140 22,716 11,216 59,549 105,621
Additions RE 13,832 2,466 891 17,321 34,510
Disposals & - - = (6,986) (6,986)
Exchange differences ExEH (976) (1,258) (1,112) (1,662) (5,008)
At 31 December 2016 and <77 —~E+ZRA=T+-HK
1 January 2017 —2—+t§5—-A—H 24,996 23,924 10,995 68,222 128,137
Additions RE 1,485 4,830 3,545 4979 14,839
Disposals & (706) = = (6,687) (7,393)
Exchange differences ERER 573 1,219 1,037 1,488 4317
At 31 December 2017 RZE—+F+=ZA=+—H 26,348 29,973 15,577 68,002 139,900

Accumulated depreciation ~ REHTEREE
and impairment

At 1 January 2016 RZE—~F—-A—H 3,163 3,558 127 19,401 26,249
Charge for the year AEENR 5,402 1,115 108 12,210 18,835
Disposals HE - - - (1,385) (1,385)
Impairment A 243 4,165 974 604 5,986
Exchange differences ERER (579) (30) 211) (1,057) (1,877)
At31December 2016and ~ RZZE—RFF+-_A=+t—HRK

1 January 2017 —Z—+5-HA-H 8,229 8,808 998 29,773 47,808
Charge for the year A FAIR 6,009 2,105 1,568 12,267 21,949
Disposals HE (82) = - (3,743) (3,825)
Impairment RE 3 1,619 17 = 1,639
Exchange differences ERER 522 27 190 952 1,691
At 31 December 2017 RZZ—tF+=ZA=+—H 14,681 12,559 2,773 39,249 69,262
Carrying amounts REE
At 31 December 2017 RZF—tF+=A=1+—H 11,667 17,414 12,804 28,753 70,638
At 31 December 2016 RZZ—"F+ZA=+—H 16,767 15,116 9,997 38,449 80,329
As at 31 December 2017, the Group engaged an —T &+ —A=+—R8 K&£@
independent valuer to determine the fair value of the ;H?_%% HEMETYE BER
property, plant and equipment as at 31 December 2017 e Y. Ry /N
.(the ”fair Value”). In assessing whether .impairment TE ([ZATE]) RS T=E 5
is required for the property, plant and equipment, the %% R R e R E R B
carrying value is compared with the respective recoverable & BRI A UK B S 1T H B o SZ A E
amount. The Fair Value was determined ulsing thelmarket BT E TS RS T - R R EE R
approach. The recoverable amount used in assessing the B2 P > B g B4 B8 Ty A AR
impairment loss is the fair value less costs of disposal with K hDRBE AL E- A FAEABS
reference to the Fair Value. The fair value was under level 3 A TAEE B o 4TSI B 1T R A LT
3 fair value measurement. After impairment assessment (1% - BREZREEIEL1,639 0005 T
by the management, impairment loss of approximately — =< 15086 0005 7T ) o

HK$1,639,000 (2016: HK$5,986,000) was recognised.
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For the year ended 31 December 2017 &2 =-ZE—+tF+-A=+—HIFE

16. INVESTMENT IN ASSOCIATES 16. REBIERRZRE
2017 2016
—2—+tF ZE-RF
HK$'000 HK$'000
FTET FHET
Unlisted investment: FELETIRE
Share of net assets JELEEFE 547,494 38,465
Details of the Group's associates at 31 December 2016 and RZE—RFERZZE—+tF+=Z A
2017 are as follows: B AEEBEQARZHEBDR
T
Place of Percentage of the
incorporation/ Company'’s indirect Principal
Name registration ownership interest activities
g/ AT G &
£ EE BARERZEAL TEEH
2017 2016
—E—t§ CZITF
MIEARZEERERAR The PRC 25% 25%  Manufacturing and sales of
Zhejiang GBS Energy Co., Limited* batteries, the PRC
FE EEREESH RE
AR EER A The PRC 16.7% 20%  Environmental automobile and
Shenzhen SUSTC Fuel Cell related business, the PRC
Company Limited* F RRAERBBER F
BERREDNENERAF The PRC 18% N/A  Manufacturing and
Ningbo Joint Venture* sales of batteries
HE TER AEREEEHR
ZHARREEHERRRERAT The PRC 25% N/A Manufacturing and
Anhui Tiankang HK New Energy sales of batteries
Technology Co., Ltd. H TEA HERBEEH
* For identification purpose only
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16. INVESTMENT IN ASSOCIATES (Continued)

At 18 December 2017, ARIIERHAKI EM BRI F was
injected an additional RMB20,000,000 share capital from a
third party independent investor leading to the percentage
of the Company's indirect ownership interest was diluted
from 20% t0 16.7%.

During the year ended 31 December 2017, &/ IE 8 #HE
TRRERFEKBR AT (“LYG Hybrid Kinetic”), a wholly
owned subsidiary of the Company, entered into a joint
venture agreement (as revised) (the “JV Agreement”) with
It REREABEZ AR AR AE (“Beijing WKW”) and
ItRM=EEEE AR A A (“Beijing Zhi Yun”) (together
the “JV partners”) for the establishment of %)% R B
NEMAERAT (“Ningbo JV”) with registered capital of
RMB2,000 million. The Group had undertaken to contribute
RMB360 million.

During the year ended 31 December 2017, HK Battery
Technology Inc., a non-wholly owned subsidiary, entered
into an agreement with ZEKRE (£E)KRHBR QA
for establishment of ZHKEIFEH LRI EERA
Al with registered capital of RMB360 million. The Group
had undertaken to contribute a technical know-how of
producing electric motor vehicle batteries as capital injection,
the fair value of the technical know-how amounting to
RMB90,000,000 (approximately HK$108,072,000) was
determined by a third party independent valuer, 1t 5 A/ & 06
BEMEAREELQA.

The above associates are accounted for using the equity
method in the consolidated financial statements.

Notes 1o the Consolidated Financial Statements

Are SRR MR

For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

16.

REEQFZRE (K)

RZZE—tF+_A+NH FIEE
BB ERARE—RE= B
EHEEA—E ARM20,000,0007T 2 F8
HNAR AN - 38 B B BT A P M A R
HZEDLLH20%EEE16.7% °

RBEE-_ZT—+F+-_A=+—HIE
FE EEBLTBEFERAEBERASE
KBERRAG ([BEEEEE] ARAZ
2EMBARELIRBEREAES
HUEROERAR (MIEREFRE]) &
LtEB=EEEEER AR ([IERE
=) (BBREIEERMN]EIL—0
aE W= (e ([6EHBz&E])
LASE & AR A R #2,000,000,0007T X
VEERRBNAEMERAE ([2H
AERAE]) AEEEBLEARE
360,000,0007T ©

REBEE-_ZT—+tF+-_A=+—H8L1tF
£ ' HK Battery Technology Inc. (4~ &]
ZIEEEMBAR) BLEKE (£E)
BADBER AR S — (s - AsEfE
R A R #360,000,0007T 5K 32 & K BE
FEMEREHEBR AT - NEBAH
REEESSAEE N FERIMIES
EE B ABMEEMILRPEEE
EFHEERETRARSZEERMZ
NFEEE A ARE90,000,0007T (49
108,072,000/ 7T ) °

isbulclWNCIS SN b e e Al
BEARR-
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For the year ended 31 December 2017 &2 =-ZE—+tF+-A=+—HIFE
16. INVESTMENT IN ASSOCIATES (Continued) 16. WBi&E AT Z8ST (&)

Set as below are the summarised financial information of the TXHEI KA EAR B E QT Z
associates which is accounted for using equity method. MEERE-
Zhejiang GBS Energy Shenzhen SUSTC Fuel Cell
Co., Limited Company Limited
MIEARBRERERRLRA FNBHBEERFRATF
2017 2016 2017 2016
—E—+tfF “E—RF ZE—+tf “E—RF
HK$'000 HK$'000 HK$'000 HK$'000
TERT FET TER FET
At 31 December: ®B+=-A=+-H:
Non-current assets FRBEE 57,856 59,729 - 29,288
Current assets MEBEE 163,971 147,321 55,431 38,196
Non-current liabilities FREEE (2,052) (1,918) (28,152) (22,417)
Current liabilities MEEE (82,821) (87,276) (725) (60)
Net assets BEFE 136,954 117,856 26,554 45,007
Group's share of net assets AEEEEFEE 34,239 29,464 4,426 9,001
Year ended 31 December:  #E+=-A=+—HI
B
Revenue KA 147,730 193,515 178 -
Profit/(loss) for the year KEERFM,/ (BB) 10,428 42,265 (43,820) (70,074)
Other comprehensive Hi2EME/
income/(loss) (B1B) 8,671 (6,786) 1,351 570
Total comprehensive income/  AEE2EUE
(loss) for the year (BB Ba 19,099 35,479 (42,469) (69,504)
Dividends received from BB E A RIIRE
associates - - - -
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For the year ended 31 December 2017 & =—ZF—+tF+-A=+—HILFE
16. INVESTMENT IN ASSOCIATES (Continued) 16. WEiE AT ZI8 S (1)

Anhui Tiankang
Ningbo HK New Energy

Joint Technology
Venture Co., Ltd.
ZREER RBXWIEE
EhEi HekiRR
BRATR BRAR
2017 2017
—Z=—+tF —E—+t%F
HK$'000 HK$'000
FHT FHET
At 31 December: »+=-RA=+—8:
Non-current assets EREEE 491,483 182,866
Current assets mEEE 1,913,938 242,250
Non-current liabilities ERBAaE - =
Current liabilities mEEE (28,270) (886)
Net assets BEFE 2,377,151 424,230
Group's share of net assets before  ARETRIEW A BT 2 AEE
deferred income B FEE 427,887 106,057
Gain on capital contribution to mEEE R EHE 2 WS
associate — deferred income —EFEYA = (25,115)
Group's share of net assets AEEEEFEE 427,887 80,942
Year ended 31 December: #E+-_RA=1+—HLFE:
Revenue WA = 7,436
Loss for the year NFE R R (23,485) (7,747)
Other comprehensive loss Hih 2 HEEE (963) (317)
Total comprehensive loss NEEEHEEIBRRE
for the year (24,448) (8,058)

Dividends received from associates &= Y EREE & A AIA% S = =
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For the year ended 31 December 2017 &2 =-ZE—+tF+-A=+—HIFE

16. INVESTMENT IN ASSOCIATES (Continued) 16. WBi&E AT Z8ST (&)
EEWAZ BB T :

The movement of deferred income are set out below:

Anhui Tiankang
HK New Energy

Technology
Co., Ltd.
RHEXHEIEE
e iR
BRATE
2017
—ZE—+tF
HK$'000
FHET
As at 1 January ®n—H—H -
Addition of deferred income arising from H?ﬁ%@ RIEAREEHTIRIMEEZ
transaction between the associate with iR SE U A8 B
the Group (27,018)
Recognition of deferred income on WRE—HBEARIHE 2 EERA
capital contribution to associate 1,828
Exchange difference M H =58 75
As at 31 December W+-A=+—H (25,115)
17. AVAILABLE-FOR-SALE FINANCIAL ASSETS 17. AJ##HE S RMEE
2017 2016
—Z—tHF —E—RF
HK$'000 HK$'000
THET FHET
Listed investments FWigE
EECE *ﬁ"%‘fi:“ AR TS LECBEREEERN
BRQ BRIE B R A A 9,696 9,063
Unlisted investments JELEMIRE
EMERPEREBRAA] EMRERPEREFR DA 50,614 63,125
60,310 72,188
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For the year ended 31 December 2017 B Z =T —+tF+T-A=+—HILFE

17. AVAILABLE-FOR-SALE FINANCIAL ASSETS

(Continued)

During the year ended 31 December 2015, the Group
entered into an agreement with an independent third party
to acquire the equity interest in /& AR E IR LR
HAER AR (" EE{®"), incorporated in the PRC and
listed in National Equities Exchange and Quotations (stock
code: 838518), is a Sino-foreign venture under the PRC
Law. The Group intend to hold the investment for long-term
capital appreciation and had no intention to dispose of the
investment in the near future. As at 31 December 2017 and
2016, the Group holds 8.5% (2016: 8.9%) equity interest
in E)&{Z38. Dr. Zhu Shengliang and Mr. Li Zhengshan, the
executive directors of the Company, hold 16.2% (2016:
17.1%) and 0.9% (2016: 0.9%) equity interest of L /&{Z3#
respectively.

During the year ended 31 December 2016, the Group
entered into an agreement with an independent third party
to acquire the equity interest in HMERFFEAREGRAD
A) ("FMIEZR", together with its subsidiaries as the “Meilai
Group”) at a consideration of RMB60,000,000. & #3=k
is incorporated in the PRC and is an unlisted limited liability
company established in the PRC under the PRC Law, which
does not have quoted market price in an active market.
The Group intend to hold the investment for long-term
capital appreciation and had no intention to dispose of the
investment in the near future. As at 31 December 2017, the
Group holds 5% (2016: 5%) equity interest in & #3EK.

The equity investment is measured at cost less impairment
at each reporting date. The fair value information of this
available-for-sale financial asset has not been disclosed as
the range of reasonable fair value estimates is so significant
and the probabilities of the various estimates within the
range cannot be reasonably assessed and used when
measuring fair value. Accordingly, the directors of the
Company are of the opinion that the fair value cannot be
reliably measured. During the year ended 31 December
2017, impairment loss of approximately HK$16,260,000
(2016: approximately HK$5,707,000) was provided.

17. ATHESMEE (1)

REZE-_FT—RAF+-_A=+—81t
FE AEEE—ZBIE=ZFRIUH
o LNE BB CRERE IR RS
ARAR ([LEHCR]) 2RE HiE
BIRBEFBUEREN PR EMKL AR
FONEERE WREEFP/PNDERD
HEERG LT (IR 1CHE : 838518) &K
EEBREA R EMERBEATHE
B ENAHHEZREZER K=
E—+FR_FE—RF+=-_A=1+—
B AREEEEEEC@Z85% (ZF
—RNEF:89% ) RE-ARAZHITE
EABRELIRTELAESHE L
B Z162% (ZZE—XNF:17.1%)
F09% (ZZFE—RF :0.9% )% -

RBEE-_ZT—X"F+-_A=+—81t
FE AEER—EBBIE=FIUW
o URRE A R 60,000,000 4 B8
EMRERPEREBRAR ([HMHE
K] EREMBARGSHE [ZREE])
2 RRHE o HME R AR B A S - I
RIEFREEEN R BRI A —BFELET
BREFELAR ERNERMHBLEMS
WE-AREHBEZRENERPE
AFE AVENOPEEZREZE
MR Z—_E—+F+_A=+—H K
EEFBEEMERZ5% (ZF—RF:
5% ) P AE -

REIRE B E - BRAIRE AR AR R
B2 - BARABAFEMGTHEE
M -AEtE/AFER @#EANSERG
HZATRE T Be A B AT KRR M
ERBREEIHRIESREE, AFEAE
ER-Al ARREERAELATEE
EA R E - REBEZE—+F+=
A=+—HB1EFE  #16,260,0007% T
(ZZF— X% 495,707,000 7T ) B &
BB B -

FESEERAR —F-—LFFH
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For the year ended 31 December 2017 HZ=Z =%

nancial Statements

—tF+ZA=t—HLFE

18. PREPAYMENTS 18. Fft®
2017 2016
—Z2—+tF ZE—RF
HK$'000 HK$'000
THT FAT
Prepayment for: T3IIEE 2K

— Purchase of property, plant and —BEYE BERRE

equipment - 33,669
— Research and developments —/AEEIER

projects for motor vehicles 63,368 -
63,368 33,669

19. FINANCE LEASE RECEIVABLES

19. Bl EHERIA

Minimum Present value of
lease payments minimum lease payments
REHAERE REHEREZHE
2017 2016 2017 2016
—E—tF —ZE—RF —E—+tF —E—RF
HK$'000 HK$'000 HK$'000 HK$'000
THET FEL FiExT FTET
Within one year A—FR 1,812 16,103 1,753 15,154
In the second to fifth years, ~ E-ZFHFR (B1F
inclusive BEEWTF) - 1,694 - 1,639
1,812 17,797 1,753 16,793
Less: Unearned finance income 3 : K BEER @ & I A (59) (1,004)
Present value of minimum REEKEENEL
lease payments receivable BE 1,753 16,793
Less: Amount receivables 1218 B e Uk
within 12 months 2 (FIA
(shown under current REBEE)
assets) (1,753) (15,154)
Amount receivables EABERZ
after 12 months HE - 1,639

It is the Group's policy to lease out certain of its plant and
machinery under finance leases. All leases are on a fixed
repayment basis and no arrangements have been entered
into for contingent rental payments. At the end of each
lease term, the lessees have the options to purchase the
plant and machinery at nominal prices.

Hybrid Kinetic Group Limited Annual Report 2017
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Notes 1o the Consolidated Financial Statements

19.

20.

Are SRR MR

For the year ended 31 December 2017 & =—ZF—+tF+-A=+—HILFE

FINANCE LEASE RECEIVABLES
(Continued)

As at 31 December 2017, the carrying amounts of
the Group’s finance lease receivables are principally
denominated in RMB. Effective interest rate was 5.7%
(2016: 5.7% to 7.0%) per annum.

The finance lease receivables are secured by the leased
motor vehicles and guarantees provided by independent
third parties. The Group is not permitted to sell or re-
pledge the collaterals in absence of default by the lessees.
The lessees are required to pay the Group through twelve
quarterly lease payments.

19. BREHERE (&)

R-TE—+F+-A=+—H KA£HE
EUREREFEZRAEEEUAR
M E BEREMNEA57% (ZE—X
F:57%%E7.0% )2

FERREHERRTINEE 2 )TE MG
= REZERIEEA - EAEA
VWEEBHZBERT AEETFLHESL
BRERm - AEARER T —AFE
MERBERAEBENK-

INVENTORIES 20. &
2017 2016
—Z—tf ZE—RF
HK$'000 HK$'000
TFHET T
Raw materials R 8,808 8,934
Work in progress & 658 667
Finished goods LIFK oh 65,860 87,592
Consumables SEFE 82 77
75,408 97,270

FESEERAR —F-—LFFH
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For the year ended 31 December 2017 HZ=—F
21. TRADE AND OTHER RECEIVABLES

—tF+-A=St+—ALEE
21. FEY SR 5 kIR B H ft B U 3k

2017 2016

—e—t& - A%

HK$'000 HK$'000

THET FHET

Trade receivables JEUNE 5718 28,413 304
Less: impairment losses Ve /)WEJEETE - =
28,413 304

Prepayments TR 3K 373,386 396,446
Deposits and other receivables e R H M EW R 76,588 471,253
Amounts due from directors JEUE EFIE 2,572 1,721
480,959 869,724

Included in prepayments represent amount prepaid to
suppliers of approximately HK$335,108,000 (2016:
approximately HK$338,502,000), prepayment for
acquisition of a subsidiary of HK$nil (2016: approximately
HK$29,053,000), prepayment for research and development
projects of approximately HK$21,219,000 (2016:
approximately HK$27,026,000), and prepayment for other
expenses.

As at 31 December 2017, included in other receivables is a
balance of HK$17,106,000 (2016: HK$359,681,000) carries
interest rate at 4.35% to 6% (2016: 1.5% to 8%) per
annum, repayable within one year and is secured by equity
interest of the debtor, being an unlisted limited liability
company and its own shares of a listed limited liability
company, and guarantees provided by the related parties
of the debtor. The directors of the Company monitored
the collectibility of these receivables closely with reference
to their respective current creditworthiness and repayment
records. As at 31 December 2017, all these receivables were
neither past due nor impaired. The management believes
that no impairment allowance is necessary in respect of the
these receivables as they are considered fully recoverable.
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(Continued)

Amounts due from directors are unsecured, interest-free and
repayable on demand.

Impairment losses in respect of other receivables are
recorded using an allowance account unless the Group is
satisfied that recovery of the amount is remote, in which
case the impairment loss is written off against other
receivables directly.

During the year ended 31 December 2017, other receivables
which were previously impaired of HK$1,837,000 were
reversed due to repayments from debtors (2016: impairment
provision amounting to HK$67,498,000). The individually
impaired other receivables related to debtors that has
defaulted on the principal payments. The Group has
considered the collateral over these balances and included in
the impairment.

The movement of impairment of other receivables are set
out below:

an\

For the year ended 31 December 2017 &=

21. TRADE AND OTHER RECEIVABLES 21.

Notes to the Consolidated Financial Statements

B IR R

—E—tFF+ZA=+—HLEE

FE U 82 5 #X 18 B =t BB g &%
(#8)
EWEEFBEAERA CERERE
SKEE -

Ho A 8 U R 2 R B RS 1R i A A R AR A
fR BRIEAEBE MR ERIAZ AT a1t
FEM-ERBERAT REBBRER
e L At R MR A 3 o

REBEZEZ-_T—+tF+-_A=+—HLF
E-HRBEBAER WERBREZ
EfbfEUFR1,837,000/8 L E BRI (—F
— NI R ER1#67,498,000/8 7T ) © (&
BIRE 2 b TS MR A E 2 (&
BA - AEBERNRETRERLF R
ZEEBIEE 2R

HipEUBORE 2 ZEHEFINT

2017 2016

—t% ZE-RF

HK$'000 HK$'000

FERT FAET

As at 1 January R—HA—H 79,547 12,049
(Reversal of impairment)/ Hib U CRERR ) RE

impairment of other receivables (1,837) 67,498

As at 31 December w+=—A=+—8 77,710 79,547

FEEEERAT —2—tFFR
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For the year ended 31 December 2017 HZ=—F

21. TRADE AND OTHER RECEIVABLES

(Continued)
Trade receivables

The Group allows an average credit period of 30 to 90 days
to its trade customers. Each customer has a maximum credit
limit. For new customers, payment in advance is normally
required. The Group seeks to maintain strict control over
its outstanding receivables. Overdue balances are reviewed
regularly by the directors.

The ageing analysis of trade receivables, based on invoiced
date, and net of allowance, is as follows:

—tF+-A=St+—ALEE
21. B R HRIEAR K B

(#8)
FE E 5 3R

REERE S EPRH30E90K 2 F1T
EEH B 2EFPHXEREERE
Rl - EP —RARNKIE - AEE
BN S LR Wi [o] e Ak i 4 B R B o
EXTHmiaRER-

IRIERE B BB 5 3R (30
RIS ) B AT T

2017 2016

—2—t%F S ANCS

HK$'000 HK$'000

FTET FHET

0 to 30 days 0&30K 9,471 304
31 to 60 days 31£E60K 9,471 -
61 to 90 days 61290K 9,471 -
28,413 304

As at 31 December 2017, all trade receivables were
neither past due nor impaired. Based on past experience,
the management believes that no impairment allowance
is necessary in respect of these balances as there are no
significant change in their respective credit quality and the
balances are still considered fully recoverable.
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For the year ended 31 December 2017 B2 =T —+tF+T-_A=+—HILFE

22. DERIVATIVE FINANCIAL INSTRUMENT 2. fTE&MTA
2017 2016
—E—t% e BN
HK$'000 HK$'000
FBT FHT
Profits guaranteed arrangement 5 T IR 78 22 BE 46,957 4,260

Pursuant to the capital injection into the Meilai Group,
which classified as available-for-sale financial asset, during
the year ended 31 December 2016, certain shareholders
of Meilai Group (the "“Guarantors”) covenanted and
guaranteed to the Company that the audited consolidated
net profit after tax of the Meilai Group shall not be less than
the profit targets as summarised below:

(i)  for the year ended 31 December 2016 shall be no
less than RMB160 million (the “2016 Whole Year
Guaranteed Profit”), with accumulated target net
profit of RMB160 million;

(i) for the year ended 31 December 2017 shall be no
less than RMB290 million (the “2017 Whole Year
Guaranteed Profit”), with accumulated target net
profit of RMB450 million;

(i)  for the year ended 31 December 2018 shall be no
less than RMB470 million (the “2018 Whole Year
Guaranteed Profit”), with accumulated target net
profit of RMB920 million.

In the event that the actual net profit is less than the target
net profit, the Guarantors shall pay the Company on a
dollar-for-dollar basis based on the formula as stipulated in
the investment agreement.

Additionally, if Meilai Group successfully completes the
listing of its shares or the corporate restructuring for its
proposed listing on or before 31 December 2018, the Profit
Guarantee will lapse automatically.

RBRAZREEZ2TE (DBE/AHY
EEREE) REBEE_T—RF+=
A=Z+—RLFE XREEZETH
R(MREAD) AR R RS RRE

KEE 2 RBEREERTRANE TS
DRI 2 ) B AR

0] Eﬁi:;ﬁ—f\iwL—H:Jr—
HEFE T2LRARK
160,000,00075(f_ E—RNER
FRFERMN])  RFFBEE&T A
A E#160,000,0007T ;

iy #H=E-FE—tF+-_A=+—
HEFE T2LRARK
290,000,000 ([ZF—tF 2
FR|ERA])  REFEEEAN A
A R #450,000,0007T : &

(iif) @If;—ﬂi+ A=+—
HEFE T2LRARK
470,000,00075 ( [—Z2—-N\F2
FRFERMN])  RFFBEE&TN A
A E#920,000,0007T °

R B AT R B AZEEF] - BIRE AL
1R B A 1 4THR 2 A R AR
AR

BE MEREER - N\Ft+= H
=+ — B AT TS E R £
KAHZZLMETZIAREMR" EJJL%T&
FRZE # BB R -
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For the year ended 31 December 2017 HZ=—F
22.

23.

DERIVATIVE FINANCIAL INSTRUMENT
(Continued)

The fair value of the profit guarantee was approximately
HK$46,957,000 (2016: HK$4,260,000) as at 31 December
2017, which was determined by the directors of the
Company by reference to the valuation performed by
Royson Valuation Advisory Limited based on expected
cash flow method in which the cash flow for each year
represents the difference between the guaranteed profit
and the projected net profit. The directors of the Company
estimated the projected net profits of the acquired available
for sale financial assets under three different scenarios with
respective scenario probabilities. The fair value of the profit
guarantee was the probability-weighted average of the
present values of the shortfalls between the guaranteed
profits and the projected net profits under the three
scenarios.

The changes in fair value of the derivative financial
instrument were recognised in the consolidated statement
of profit or loss and other comprehensive income during the
years ended 31 December 2017 and 2016.

BANK AND CASH BALANCES

As at 31 December 2017, the bank and cash balances of
the Group denominated in RMB amounted to approximately
HK$98,485,000 (2016: approximately HK$213,703,000).
Conversion of RMB into foreign currencies is subject to the
PRC’s Foreign Exchange Control Regulations.
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iR e SRR M AT
For the year ended 31 December 2017 & =T —+tF+ A =+—HILLFE

24. TRADE AND OTHER PAYABLES 24. B R ZRIA R H Mt E &

2017 2016
—E—tEFE —ZE—RF
HK$'000 HK$'000
THET FAT
Trade payables FET B 5 3k I8 8,168 10,900
Accruals and other payables FEET B A I A FE TR 53,021 37,347
Amounts due to a director BN —RBESZHRIE 638 -
61,827 48,247
Trade payables ENEZRE
The ageing analysis of the trade payables, based on the date BEWBENARAECENES
of receipt of goods, is as follows: BREROAT :
2017 2016
—g—t%  —T A%
HK$'000 HK$'000
THET FAT
0 to 180 days 0£180k 312 10,900
181 to 360 days 181E360K 6,825 -
Over 360 days FBiB360K 1,031 -
8,168 10,900

FESEERAR —E-—LFFH
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For the year ended 31 December 2017 #Z=-ZF—+tF+-A=T—HILFE

25.

26.

RETIREMENT BENEFIT OBLIGATIONS 25. SRk FI /T
Employee retirement benefits B ERIKER
The Group operates a mandatory provident fund scheme REBRBEARGIMLESFTENED
(the “MPF Scheme”) under the Hong Kong Mandatory REBMBEAREREMH —HRHME
Provident Fund Schemes Ordinance for all qualifying RNESETE ([RESFTE]) - BESE
employees in Hong Kong. The MPF Scheme is a defined E—EBRBIERATRZAERK
contribution retirement scheme administered by RIRETE - IRIBERBESTE BEIRE
independent trustees. Under the MPF Scheme, the employer BAEBWRA Z5%ZE10% M 845
makes contributions to the scheme at 5% - 10% and iiE 8 RIZEIRS % 458 - T A ERWA £
employees are required to make 5% of the employees’ PR 730,000/ 7T © 58 18 & 51 & < 58 il 14
relevant income, subject to a cap of monthly relevant BN BT
income of HK$30,000. Mandatory contributions to the
scheme vest immediately.
Subsidiaries incorporated in the PRC participate in various RABERK B AR ARER
defined contribution retirement plans (“Plans”) organised by HRlESSEBM T EESH 2 TR
local authorities for the Group's employees in the PRC. The ERFCRETE ([%5ETE]) - %5
subsidiaries are required to contribute, based on a certain BRRERBEAHEZETEDLR
percentage of the basic payroll, to the Plans. The Group has ZEFT R B L FEHEFIN R
no other obligation for the payment of pension benefits SEYEAEMEZEGEEBR 2 RKE
associated with these Plans beyond the annual contributions B REE-
described above.
SHARE CAPITAL 26. B&%F
Number of
shares Amount
378 4= 4]
HK$'000
FAET
Authorised: EE:
Ordinary shares of R-_ZE—RF—H—H"
HK$0.1 each at —T—R"E+=A=+—8-
1 January 2016, —E—tF-HA-HEK
31 December 2016, —E—+tF+A=+—H
1 January 2017 and BREEIABIT 2 B
31 December 2017 800,000,000,000 80,000,000
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For the year ended 31 December 2017 B2 =T —+tF+T-_A=+—HILFE

26. SHARE CAPITAL (Continued) 26. B&%F (#8)
Number of
shares Amount
;208 4] &
HK$'000
FHET
Issued and fully paid: BRITREAR:
Ordinary shares of RZE-—RF—H—H
HK$0.1 each at FRAEABNB T B
1 January 2016 20,325,872,747 2,032,587
Shares issued from the RIRE IR BTG
share option schemes 12,000,000 1,200
Ordinary shares of RZE—RFE+ZA=+—8"
HK$0.1 each at —F—+F—H—Bk
31 December 2016, —F—+F+=A=+—H
1 January 2017 and BREENB T2 L EE
31 December 2017 20,337,872,747 2,033,787

The Group's objectives when managing capital are to
safeguard the Group's ability to continue as a going concern
and to maximise the return to the shareholders through the
optimisation of the debt and equity balance.

The Group reviews the capital structure frequently by
considering the cost of capital and the risks associated with
each class of capital. The Group will balance its overall
capital structure through the payment of dividends, new
share issues and share buy-backs as well as the issue of
new debts, redemption of existing debts or selling assets
to reduce debts in order to maintain sufficiency of working
capital.

AEEEBEA Y BZVREAEE R
BREZEEN WiBBRIEEGEMER
Bz FE AREAIERALR-

AEBREEBEARANREZRER
MRz Bk Aias B ARRE - AEE
55 BIE S - BATH D R A {0 B AR -
BITHER BORAERIHLEEE
I R EBREARE TS LR
BERMzEEES-
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For the year ended 31 December 2017 HZ=—F
27. RESERVES

(b)

(9

—tF+ZA=t—HLFE

27. Gk iE
(a) The amounts of the Group's reserves and movements (a) ANEBREFESBENMNEEHNEGEE
therein are presented in the consolidated statement BakHEME2ERERARES
of profit or loss and other comprehensive income and HHEHKRET -
consolidated statement of changes in equity.
Reserves of the Company (b) ARAQTFFEE
Share-based
Share  Contributed payment  Accumulated
premium surplus reserve losses Total
BB it
BinRE BARR RERG RitER ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T TR FAT FAT
At 1 January 2016 <: T—-~E—A—A 2,120,075 94,601 391,570 (2,534,055) 72,191
Recognition of equity settled HE AL E I AR
share-based payment S’ZHZ/AI,E - - 3,099 - 3,099
Share issued under share BEBRESBIBTRG
option schemes 2,126 - (1,472) - 654
Loss for the year AEEFE - - - (235,573) (235,573)
At 31 December 2016 RZZE—RF
+-A=+-8H 2,122,201 94,601 393,197 (2,769,628) (159,629)
At 1 January 2017 RZF—tF-A—A 2,122,201 94,601 393,197 (2,769,628) (159,629)
Recognition of equity settled  #E53 LA#E 22 45 B 10 DARR 17
share-based payment SR 2B - - 947 - 947
Loss for the year AEEFE - - - (400,677) (400,677)
At 31 December 2017 RZZE—tF
+-A=+-H 2,122,201 94,601 394,144 (3,170,305) (559,359)
Nature and purpose of reserves (0 REHEEREN
(i) Share premium account () Rz ER

Share premium represents premium arising from
the issue of shares at a price in excess of their
par value per share and is not distributable but
may be applied in paying up unissued shares of
the Company to be issued to the shareholders
of the Company as fully paid bonus shares
or in providing for the premiums payable on

repurchase of shares.
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Notes 1o the Consolidated Financial Statements

Are B M AL

For the year ended 31 December 2017 B Z =T —+tHF+T-A=+—HILFE
27. RESERVES (Continued)

¢) Nature and purpose of reserves (Continued)

(ii)

(iii)

(iv)

Contributed surplus

The contributed surplus of the Company
represents the difference between the
consolidated shareholders’ funds of the
subsidiaries at the date on which they were
acquired by the Company, and the nominal
amount of the Company’s shares issued
for the acquisition at the time of the group
reorganisation prior to the listing of the
Company'’s shares in 1995.

Under the applicable laws of Bermuda, the
contributed surplus account of a company is
available for distribution. However, the Company
cannot declare or pay a dividend, or make a
distribution out of contributed surplus if:

- it is, or would after the payment be,
unable to pay its liabilities as they become
due; or

- the realisable value of its assets would
thereby be less than the aggregate of its
liabilities and its issued share capital and
share premium accounts.

Translation reserve

The translation reserve has been established and
dealt with in accordance with the accounting
policy adopted for foreign currency translation.

Share-based payment reserve

The share-based payment reserve represents the
fair value of the actual or estimated number of
unexercised share options granted to employees
and consultants of the Group recognised in
accordance with the accounting policy adopted
for equity-settled share-based payments in note
3 to the consolidated financial statements.

27. R (48)

(0 REMERBHN (R)

(i) BAEE
KRB ZHABBRTINALR
A B A RE B & EMH
BRAZEERRESER
ARBRMDE-NAAF L
MHETREEARSNE
PR&1T 2 AR RN E{EH
ZER

REEREBRERE —
MARZBARSBRKAH#
2K e X1 - A BRIA T B
o BIARBABREHAR
HREIRSK TR HEHD
I

- ARBENLERD
IR 2 18 8 7 B8 2| ]
B X

- HEEZWERER
HERERERAED
BATROAN R B0 )4t (B
fRZHBH -

(iii) HRELEE
BEREHBDRERINEBRE
R BT BRRIL KR
e

(iv) HRGZANZHE#E
PABR D X A 2 SRR HE AR
IRERA WIS IR M RE3BL A
R A E I AR ST 2 3K
TAER N 2 G RT BRI HER,
AAKEES RERR L
BERSERTARITERBER
BzRFE-
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Notes to the Consolidated Financial Statements
iRE ISR
For the year ended 31 December 2017 & =—ZE—+tF+=-A=+—HIFE

28. STATEMENT OF FINANCIAL POSITION OF 28. A FIMEKAE
THE COMPANY

2017 2016
—E—tF —E—RF
HK$'000 HK$'000
THT FET
Non-current assets ERBDIE
Property, plant and equipment W WS MR 5,082 6,412
Investments in subsidiaries RB AR Z®E 27,678 27,678
32,760 34,090
Current assets MBEE
Amounts due from subsidiaries JFE UK B B8 1~ B 5B 1,435,607 1,831,913
Prepayments, deposits and iEENE S Hzi&
other receivables E fth fE YR 10,614 15,035
Bank and cash balances RIT MRS A 8,809 7,328
1,455,030 1,854,276
Current liabilities mBAR
Accruals and other payables FEET B FA R B FE 5T R 13,362 14,208
13,362 14,208
Net current assets nOEERE 1,441,668 1,840,068
NET ASSETS HERE 1,474,428 1,874,158
Capital and reserves BEXR kR
Share capital & AR 2,033,787 2,033,787
Reserves i (559,359) (159,629)
TOTAL EQUITY Rk 1,474,428 1,874,158
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Notes 1o the Consolidated Financial Statements
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For the year ended 31 December 2017 B2 =T —+tF+T-_A=+—HILFE

29. SHARE-BASED PAYMENTS

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants
include the full-time and part-time employees, executives,
officers, directors, business consultants, agents, legal and
financial advisers of the Company and the Company's
subsidiaries. The Scheme became effective on 13 June 2013
and, unless otherwise cancelled or amended, will remain in
force for 10 years from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is an
amount equivalent, upon their exercise, to 10% of the
shares of the Company in issue at any time. The maximum
number of shares issuable under share options to each
eligible participant in the Scheme within any 12-month
period, is limited to 1% of the shares of the Company in
issue at any time. Any further grant of shares options in
excess of this limit is subject to shareholders’ approval in a
general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors. In addition, any
share options granted to a substantial shareholder or an
independent non-executive director of the Company, or to
any of their associates, in excess of 0.1% of the shares of
the Company in issue at any time or with an aggregate value
(based on the price of the Company'’s shares at the date of
the grant) in excess of HK$5 million, within any 12-month
period, are subject to shareholders’ approval in advance in a
general meeting.

29. LI XFZRIA

AAT &R —ABERES S ([ZE
&) EER/AKRERNEEEHE
BlerERSEZRHEEBRE®R 5
BR2EEREARRRARAMBER
AZERERBER 1TTRAR SR
BE BF EXBEM KRB ORERY
BEM & EH T —=F A +=
BREAER  RIESTEUEKIERT - B A
HHZEE—EBER+F-

R RBEZET EIRER L 2 RITEBR
BE=HE SEERBRRETERE
AR REARRAEEITRN10% 2 HEE
PMER+ — B A BiE AR R BB A AT )
ZETEBRAER2RERTZREK
8B AERIRREAR R E #EITRD

1%RR-E-—FRLBENLREZE
PRI RA S LR RIRALE -

MARRIRE—ES - HRTHRABNKE
TR S A BB AR ERE
AENKHABUIERNITESHE-B
Z AT —@EABEAR AARQR
F—ITERERBIIERTEETRFE
BB AR LBBRTEARFEARAE
BEITRR190.1% R AE (EHRIRH BB
NER M EREFTE ) 85,000,000/ 7T
ZEMBRE BEEARRREAS LKL
A AR BR AL
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For the year ended 31 December 2017 HZ=—F
29. SHARE-BASED PAYMENTS (Continued)

sre SRR MR

The offer of a grant of share options may be accepted
within 14 days from the date of the offer, upon payment of
a nominal consideration of HK$1 in total by the grantee. The
exercise period of the share options granted is determinable
by the directors, and commences after a certain vesting
period and ends on a date which is not later than five years
from the date of the offer of the share options or the expiry
date of the Scheme, if earlier.

The exercise price of the share options is determinable by
the directors, but may not be less than the highest of (i) the
Stock Exchange closing price of the Company’s shares on
the date of the offer of the share options; (ii) the average
Stock Exchange closing price of the Company’s shares for
the five trading days immediately preceding the date of the
offer; and (iii) the nominal value of the Company’s shares on
the date of the offer.

Share options do not confer rights on the holder to
dividends or to vote at shareholders’ meetings.

Details of the specific categories of options are as follows:

Date of grant Exercise period

Notes to the Consolidated Financial Statements

—+FE+- A=+ —AILEE
29. IR Xtz RIB (#8)

RHBREZ EH R A2 R S5
TORAES  MARARE KA
EHIBETZEERE BRABRE
ZITHEHAHESET YhETHRE
HIRE& MG EEHBREEH AL
TEBAFE B R EIERBH (A
BREERE)RLE-

BREZITEENHESET ENE
BEROARRBRNRBREZHOEHZ
BT E : (AR BRONERE
B BATAER S A 2 FEBR AT
B: RN 2FRONBOBEH 2 @E
(NEERERE) -

BRRYEE TERAAZTEREIR
BRAE EREZHER -

BREZ R ERRFENT

Exercise price

/A fTER TER
2005 9 August 2005 29 August 2005 to 8 August 2015 HK$0.102*
2005 —ZETRENANA ZETRFENAZTABEZZE—RFNANH 0.1028 T*
2008 6 February 2008 6 February 2008 to 5 February 2018 HK$0.1140
2008 —ZEENFZHAKH —EEN\FZAANAEZZT—-N\F=-AAA 0.1140% 7T
2012(b) 4 December 2012 1 January 2015 to 3 December 2022 HK$0.1200
2012(b) Z—E——F+-HA@A “E-hF-A-HEZZE--F+=-A=H 0.12007% 7T
2013 6 September 2013 6 September 2013 to 5 September 2023 HK$0.1080
2013 —E—=FAHAXHAH ZE—=FANARNBEZZT==FNARA 0.10807 7T
2014(a) 29 July 2014 29 July 2014 to 28 July 2024 HK$0.1136
2014(a) —mOFE+AZ+hH —OFELtAZ+NAAZ=ZZT-_WFEELA=+NAH 011368
2014(b) 20 November 2014 20 November 2014 to 19 November 2024 HK$0.2010
2014(p) Z—E-OF+—HAZ+H ZTE-OF+-AZTHE_Z-_WFE+—-A+HIE 020108
2015 14 July 2015 14 July 2015 to 13 July 2025 HK$0.3950
2015 —ZT-hAFtA+MmA ZE-AFtATMAE=S-AFtA+=H 0.3950/ 7T
2016 9 December 2016 9 December 2016 to 8 December 2026 HK$0.2280
2016 —E—XRE+=-AANH —E-RE+-_ANBE-ZE-X"E+=-ANH 0.22807 7t
2017 20 Januray 2017 20 Januray 2017 to 19 January 2027 HK$0.1872
2017 i o = T —+tF-AZ+REZTLF—ATNAH 0.1872/8 7T
o Following the issue of right shares on 1 February 2008, & ZEENF A —-BETHERERG

the exercise prices of share options were adjusted from
HK$0.1020 to HK$0.1140. The number of share options was
also adjusted as a result of the issue of right shares.
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29. SHARE-BASED PAYMENTS (Continued)

On 29 November 2016, the Company granted 200,000,000
option shares to a consultant in exchange for services.
Up to the year ended 31 December 2017, the services
have not yet provided by the consultant; therefore no
recognition of the fair value of the services received for the
year ended 31 December 2016 and 2017. The fair value
of the share options was approximately HK$1,970,000 as
at 31 December 2017, which was determined by valuation
performed by an independent valuer based on binomial tree
model.

Details of the share options outstanding during the year are
as follows:

Notes to the Consolidated Financial Statements

IN=NE e el

For the year ended 31 December 2017 B Z =T —+tHF+T-A=+—HILFE

29.

LIRStz IR (#8)

RZE—RNF+—A=Z+NB &R
7] [ — 7% BB [ 1% 1£200,000,0000% B A%
R, ARG -BE_S—LF
F+TZA=+—HILFE  ZEMERE
HEBRS HEE T —"FR_Z
—+tF+ A=+ BLFELERE
REWBRB 2 AFE-RZTE—tF
+ZA=+—R %ZEBEREZLATE
#9/41,970,000/8 7T » Jh¥Z M — B BILH
ERNA ZTBR R T 2 (L (EEEE -

FARARMAITE ZBREZFHBTOT

2017 2016
k- Sl -3 ZT-RE
Weighted Weighted
average average
Number of exercise Number of exercise
share options price share options price
mEEy N9
MERERA friEE BEkEeE 1B
HK$ HK$
ET BT
Outstanding at the beginning A R1T{E
of the year 1,856,000,000 0.216  1,843,000,000 0.223
Granted during the year REREH 10,000,000 0.187 25,000,000 0.228
Exercised during the year RERTTE - - (12,000,000) 0.155
Expired during the year RE R EIH] = = - -
Outstanding at the end RELEKITE
of the year 1,866,000,000 0.216  1,856,000,000 0.216

The weighted average share price at the date of exercise for
share options exercised during the year was HK$nil (2016:
HK$0.155). The options outstanding at the end of the year
have a weighted average remaining contractual life of 6.6
years (2016: 7.6 years) and the exercise prices range from
HK$0.108 to HK$0.395 (2016: HK$0.108 to HK$0.395). In
2017, options were granted on 20 January. The estimated
fair values of the options was approximately HK$947,000.
In 2016, options were granted on 9 December and the
estimated fair values of the options was approximately
HK$3,099,000.

RERITEE 2 BIRERIT B B2 it
FHREARSEIL(ZE—/RF:0.155
ETL) e R RITE 2 BEARAE 2 N
EFHRHBEOTER6F (ZE—X
F:7.6%F) MTFEENF0.108%TLE
03958 (ZZE—RF:0.1088FTE
0.395%870) - RZTE—+LF  BRER
— A+ ERH -ZEEREZGFA
FEX)R947,0008TT c RZE— /R F
BRERNTZALBRE FHETAFE
#9/43,099,0005# 7T °
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sre SRR M AL

For the year ended 31 December 2017 & =—ZE—+tF+=-A=+—HIFE
29. SHARE-BASED PAYMENTS (Continued) 29. IR Xtz RIB (#8)

These fair values were calculated using the binominal pricing ENTEEA B TEERNTE-
model. The inputs into the model are as follows: RE Z G ABIEIAT -
20 January 9 December
2017 2016
—ZT—tf A
—B=+H +=ANA
Share price I (& HK$0.18003% JT HK$0.2287% T
Exercise price IEE HK$0.1872& 7T HK$0.2287% 7T
Expected volatility TEEH R IR 71.51% 71.96%
Expected life TERHEHA 10 years 5 10 years &
Risk free rate 1 @ b F = 1.796% 1.516%
Expected dividend yield TERT AR B[ 0% 0%
Expected volatility was determined by calculating the ?Euﬂﬂaa TE BT ERRBIREZEL
historical volatility of the Company's share price. The IR T - RAVE A 2 BT FHEER
expected life used in the model has been adjusted, REE 2 HEMF LT EE 17
based on the Group's best estimate, for the effects of REIRITAZER ZZEMIELFAE-

non transferability, exercise restrictions and behavioural
considerations.

30. LEASE COMMITMENTS 30. R &R
At the end of the reporting period, the total future minimum RREHRR  REBETHECEHER
lease payments under non-cancellable operating leases in BETHAERBEMEI T 2 RKKE
respect of certain offices and factory premises are analysed MENRBEITHET
as follows:
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
THET FAT
Within one year R—FRN 22,051 18,915
In the second to fifth year inclusive EEZERFR
(BEEREMF) 11,780 22,115
33,831 41,030
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For the year ended 31 December 2017 B2 =T —+tF+T-_A=+—HILFE

31.

32.

CAPITAL COMMITMENTS 31.

The Group's capital commitments at the end of the
reporting period are as follows:

BAXiE

RBERR ARBZEANRGENT

2017 2016
—E—tHF ZE—RF
HK$'000 HK$'000
FEx FAT
Contracted but not provided for BRI #E KBS
Establishment of a subsidiary BN — R B B A A - 5,612
Establishment of a joint venture K —f& &R A = 101,007
Purchase of property, BEME BWERRE
plant and equipment - 12,794
- 119,413
RELATED PARTY TRANSACTIONS 32. REAEEZS

In addition to the transactions and balances disclosed
elsewhere in these consolidated financial statements, the
Group entered into the following material related party
transactions.

AR S B mMREAM A D AR 2 X
SRR AEBEEEITATEARH
BALRGe

2017 2016

—e—t%  —TAF

HK$'000 HK$'000

Fi#xT FHT

Purchase of raw materials HERERM R 1,245 =

The raw materials were purchased from Anhui Tiankang
HK New Energy Technology Co., Ltd., the associate of the
Group.

BRRVH I AAEE ZBERTRH
RELEBHERMARARRE -
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Notes to the Consolidated Financial Statements
iRE ISR MR
For the year ended 31 December 2017 &2 =—ZF—+tF+-A=+—HIFE

33. PARTICULARS OF PRINCIPAL 33. ZAFXEMBLATZHRS
SUBSIDIARIES OF THE COMPANY

The table below lists the subsidiaries of the Company TR EERRBEAFEXEREE
which, in the opinion of the Directors, principally affected FESBEX R EBHBERRFEE S 2
the results for the year or formed a substantial portion of ARAMBRAR -EERA EEHAM
the financial position of the Group. To give details of other MEARZHBEEEATBN TR

subsidiaries would, in the opinion of the Directors, result in
particulars of excessive length.

Particulars of the Company’s principal subsidiaries at the end RBERR AR EEWB AR ZEF
of the reporting period are as follows: BT :
Percentage
of the
ownership
Place of Issued/paid-up interest/
incorporation/ registered voting
Name registration capital power  Principal activities
_ PR
gL/ EBfT/ #H& BRRE
&8 Bt REEMEF Bt EERH
American Compass Inc. us Ordinary 100%*  Investment holding
Us$17,000,000 )
XE Lak REER
17,000,000 7T
Billion Energy Holdings Limited Hong Kong HK$1 100%  Investment holding
KaEEERAR Bk BT REER
Hybrid Kinetic Motors Corporation  US Us$1,000 100%  Development of high-tech
electric motor vehicles
*H 1,000%7T FESNREYE
HK Battery Technology Inc. us Ordinary 99.9%  Development of battery
US$109,532 management systems
X Ei@MRk109,532% T FEEHERRGR
EERLEMRERARF The PRC Registered 60.21%  Development of advanced
(Lianyungang Hybrid Kinetic capital of battery materials
New Energy Co., Limited) US$27,0001000
HE AMER R E AR
27,000,000% T
EEEERTGRSE The PRC Registered 100%  Sales of high-tech electric motor
HEBRDA capital of vehicles and components and
RMB5,000,000 p‘rolision of after-sale services
R hARER HESHHEH LSRR
AR#5,000,0007 ARBREE &R
LBFERENEERAT The PRC Registered 100%  Provision of finance lease services
capital of
US$30,000,000 B
hE AMER RERE M ERE
30,000,000 7T
BEREVEEZAERA The PRC Registered 100%*  Investment holding
capital of
USD1,750,000 ‘
H AMER REER
1,750,000% ¢
* Shares held directly by the Company 2 BROBARREERE
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34.

sre MR MR

For the year ended 31 December 2017 B Z =T —+tHF+T-A=+—HILFE
33. PARTICULARS OF PRINCIPAL 33. xAFTEMNBLATIZHE

SUBSIDIARIES OF THE COMPANY

(Continued)

The following table shows information of subsidiaries that
have non-controlling interests (“NCI") material to the Group.
The summarised financial information represents amounts

before inter-company eliminations.

(#)

TRIREEEAKEMEBEN I
2R S B ARER - MBEER
EVETAREHERI S8

EEBIEEHEFRRAT
Lianyungang Hybrid Kinetic
New Energy Co., Limited

2017 2016
—E—+tfF —E—RF
Principal place of business/ FEEEM FAMKRIER The PRC
country of incorporation s
% of ownership interests/ IERERRTE Z 39.79%
voting rights held by NC HEEERRERY
HK$'000 HK$'000
T#ExT FET
At 31 December: B+=-—B=+—H:
Non-current assets ERBEE 14,047 14,457
Current assets MEEE 85,354 80,506
Non-current liabilities EREBAE - =
Current liabilities mEAaE (15,473) (14,422)
Net assets BEFE 83,928 80,541
Accumulated NCI BT IR RS 33,395 32,047
Year ended 31 December: BE+_-_RAR=1+—HLEE:
Revenue A - -
Loss for the year EEEHE (2,158) (5,035)
Total comprehensive income EHINE BT 5,545 (10,261)
Loss for the year allocated to NCI D= JEE s ~
REZEE (859) (2,003)
Net cash used in operating activities #& & /EB)FT AR S F 5 (1,328) 4,114)
Net cash used in investing activities & & EBFTAIR S F 5 (43) (1,780)
Net cash generated from BhEEE TSR 255
financing activities - 8,072
Net decrease in cash and ReMReEEYR D F58E
cash equivalents (1,371) 2,178
APPROVAL OF CONSOLIDATED 34. #t #iFaMBEHRE

FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 28 March

2018.

REMBHRRER_-_Z-NF=A
“tN\BEESEHAERKETIE-
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Financial Summary
B 152

A summary of the results and of the assets and liabilities of
the Group for the last five financial years, as extracted from
the published audited financial statements and reclassified as

appropriate, is set out below:

TXEFAEE RO A AN REFE 2 FRE A
REEFAGEHE DREACBHRZILER
R BEmE WEEHROE (WER)

For the year ended 31 December

BE+-A=+-BHL¥E

2013 2014 2015 2016 2017
“E-=f TN C—T-hf T F IZ8-t#f
HK'000 HK'000 HK'000 HK'000 HK'000
THET FET TET TET FTET
RESULTS E$ |
Revenue LN 52,183 72,170 44,945 15,529 35,434
Loss before tax R AR (186,071) (407,428) (355,281) (358,740) (325,305)
Income tax credit/(expense)  Fr3Fi#E %,/ (Fi%) (355) 662 (1,046) (805) (360)
Loss for the year rEEER (186,426) (406,766) (356,327) (359,545) (325,665)
Attributable to ATALRERE:
Owners of the Company AREHEBA (179,086) (415,156) (350,517) (355,303) (322,290)
Non-controlling interests FERER (7,340) (5,686) (5,810) (4,242) (3.375)
(186,426) (420,842) (356,327) (359,545) (325,665)
As at 31 December
®+=ZR=+-H
2013 2014 2015 2016 2017
“E2-=F —T-NmFE —T-1F EZ—RF ZB—t%f
HK'000 HK'000 HK'000 HK'000 HK'000
A FEx FET AT TET
ASSETS AND LIABILITIES BERAR
Total assets BE®E 749,494 719,315 2,321,701 1,909,963 1,660,675
Total liabilities AERE (108,207) (106,902) (41,675) (48,545) (61,827)
Net assets BEFE 641,287 612,413 2,280,026 1,861,418 1,598,848
Equity attributable to: PARALT G
Owners of the Company ARRIEA A 346,041 577,140 2,243,571 1,827,339 1,561,628
Non-controlling interests MR ER 295,246 35,273 36,455 34,079 37,220
641,287 612,413 2,280,026 1,861,418 1,598,848
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