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Executive Directors WANG Donglei HITES
WANG Dongming
XIAO Yu
WANG Keven Dun
Non-executive Directors LI Huating FEHITES
LI Wei
Independent Non- LEE Kong Wai, Conway BUERITES
executive Directors WANG Xuexian
WEI Hongxiong
SU Ling
Joint Company LO Yee Har, Susan' B A Rl RuE
Secretaries LEUNG Ching Ching
Authorized LO Yee Har, Susan? BERE
Representatives WANG Dongming
LEUNG Ching Ching?
Registered Office Cricket Square S ER
Hutchins Drive, P.O. Box 2681
Grand Cayman, KY1-1111
Cayman Islands
Principal Place of Business Level 54, Hopewell Centre BAET DL EMEL
in Hong Kong 183 Queen’s Road East
Hong Kong
Corporate Website www.nvc-lighting.com.cn NGIE RS
Investor Relations E-mail: ir@nvc-lighting.com "EEBER
1. Ms. LO Yee Har, Susan has resigned as a joint company secretary 1.
of the Company with effect from 24 August 2018.
2. Ms. LO Yee Har, Susan has ceased to act as an authorized 2.

representative of the Company with effect from 24 August 2018,
and Miss LEUNG Ching Ching has been appointed to fill the
vacancy left by Ms. LO Yee Har, Susan with effect from 24 August

2018.
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Financial Highlights
MBRE

Six months ended 30 June

HZ6H30R LL61E A
2018 2017
20184 20174
RMB’000 RMB’000
FARH® SE/NESE
(Unaudited) (Unaudited)
(REER) (REEZ)
Revenue WA 1,973,936 1,909,663
Gross profit EA 542,651 552,147
Profit before income tax RN 226,167 224,270
Profit for the period (Note 1) NEARIE (K1) 101,641 159,053

Profit for the period attributable to AT & 75 b A EA FI)

Owners of the parent BARER A 91,851 148,157
Non-controlling interests FEF5E ) 14 A 2 9,790 10,896

Earnings per share attributable to BRAREERERES A
ordinary equity holders of the parent {5 &R & A
Basic R
Diluted i3

4.53 cents7
3.78 cents?

2.56 cents %
2.56 cents 7

Note 1:Profit for the period represents profit before netting off profit for  gfz37 - ZKH F1 B & 30 B FE 12 41 1 #E 25 JE 1 S B F)
the period attributable to non-controlling interests. TERTROFE -

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

FAR® FARE

(Unaudited) (Audited)

(REEX) (BFEZ)

Non-current assets IEREBEE 2,404,729 1,836,115

Current assets mENEE 3,714,505 3,637,201

Current liabilities mEAE 2,170,580 2,043,767

Net current assets EMENEE 1,543,925 1,593,434

Total assets less current liabilities BEERMEDAE 3,948,654 3,429,549

Non-current liabilities ERHEE 562,616 99,320

Total equity B 3,386,038 3,330,229
Attributable to: LA &7 FEf

Owners of the parent (SYNCIETFPN 3,287,079 3,242,052

Non-controlling interests FEFEHI R S 98,959 88,177
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Management Discussion and Analysis

Market and Performance Review

During the Period under Review, China’s Gross Domestic Product
grew by 6.8% as compared with the Corresponding Period,
and remained in the range of 6.7% to 6.9% for 12 consecutive
quarters(Source: National Bureau of Statistics). As China continued
to push forward the “13th Five-year Plan”, China’s infrastructure
investment has risen year by year, and the lighting industry has
entered a new cycle. With energy conservation and environmental
protection as the new theme, there was a booming increase in
segment lighting markets such as smart lighting, smart cities,
and landscape lighting. According to the estimate from Gaogong
Industry Research Institute (GGIl), the market size of smart
lighting is expected to reach RMB38.7 billion in 2018, and that
of landscape lighting is expected to reach RMB78 billion in 2018.

Under the vigorous promotion of national policies and energy-saving
requirements, traditional lighting has been replacing by LED
lighting, leading to a continuous increase in the market penetration
of LED lighting and an expansion of the market size of LED lighting.
In line with industry expansion and development trends, lighting
enterprises have embarked on the layout of smart lighting, smart
cities, landscape lighting and other fields through mergers and
acquisitions, restructuring and cross-border integration to enhance
their market competitiveness. Meanwhile, market competition in
the LED lighting industry was increasingly fierce as the upstream
and downstream enterprises of the LED industry chain began to
lay out the lighting market.
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Management Discussion and Analysis
BEEWED T

During the Period under Review, the Group continued to carry on
the strategy of dual-channel development of commercial lighting
and home lighting, and gradually strengthened its control and
expansion of channels. Through intensifying and improving the
implementation of setting up 400 commercial lighting engineering
distributors and the establishment of the stylistic and differentiated
home lighting product systems, the Group effectively seized
each market segment. The Group focused on the lighting sector
and specialized in the market segments. The Group further
expedited the layout of smart lighting products. During the Period
under Review, the Group’s Smart Research Institute released
the strategic cooperation of “NVC Lighting X Tmall Genie” with
Alibaba Artificial Intelligence Lab to further promote the intelligent
strategic layout. During the Period under Review, the Company
entered into agreements to acquire 100% equity of Blue Light
(HK) Trading Co., Limited, which expanded the online distribution
channels and realized online and offline integration. As a result
of that, the Company has made further progress to realizing the
strategy of transforming from manufacturing enterprises to channel
enterprises.

Sales and Distribution

At the end of the Period under Review, as for the NVC brand in
the PRC market, the Group continued focusing on the construction
of channels. The Group had 37 exclusive regional distributors
with a total of 3,524 exclusive outlets (100.0% coverage rate in
the provincial capital, 94.8% coverage rate in the prefecture-level
cities, 65.7% coverage rate in the county-level cities and 1.4%
coverage rate in the town-level cities). In the commercial lighting
sector, the Group, on the one hand, continued to push forward
the construction of commercial exclusive outlets and completed
the construction of 128 commercial exclusive outlets. On the
other hand, the Group continued to establish and improve the
400 engineering business system (which is to establish 400 major
engineering distributors) so as to build the core capabilities of
small and medium projects and upgrade project conversion rate. In
relation to commercial lighting sector, leveraging on its competitive
edge in the engineering field, the Group strengthened and deepened
the construction of sales channels and the independent operation
of the sales centers, enhancing the engineering response speed
and effectively implementing the strategy of reducing costs and
improving efficiency. During the Period under Review, the Group
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Management Discussion and Analysis

successfully won such projects with investment volume of more
than RMB10 million as “Bangbu Night Scene Lighting”,“Zhuhai
Lighting” and “Qingdao Olympic Sailing Center Lighting”. At
the same time, the Group actively seized the industry trends to
accelerate the development of smart projects and promote the
construction of projects such as smart lighting and smart door
locks. As for the home lighting sector, the Group has continued
to implement the product differentiation strategy and establish
the stylistic exclusive outlets to deeply dig out the potentials
in the segmented market. The Group has further strengthened
channel management, continued focusing on the implementation
of the “500 Plan” (which is to create 500 exclusive outlets with
an area of more than 500 square meters and retail sales of more
than RMB5 million), and comprehensively improved the operation
capabilities of core distributors. The Group continued to promote
retail projects such as “Festive Lights Lecture” ({EEKEE),
“Super Coach” (FB#kZ4%R), and “Factory Buying” (L&), with the
aim to further updating the terminal sales capability. The Group
strengthened the management of the distribution system through
the optimization of supply chain system and the establishment
of channel management system. The turnover of the NVC brand
products in China increased by 11.9% from the Corresponding
Period to RMB1,213,938,000 during the Period under Review.

In respect of the NVC brand products in the international market,
the Group continued to strengthen the team building of branches
and offices as well as the promotion of NVC brand. In the European
region, while continuously consolidating the local market in the UK,
the Group increased efforts to develop markets in Northern Europe,
including Sweden, Norway, Denmark and Poland. A specialized
engineering team was organized to develop engineering channels
during the Period under Review, and the Group successfully
won the bid for the major engineering project “Royal Docks in
London”. In the Middle East region, the Group continued to
improve professional service capabilities for engineering projects
to provide one-stop lighting solutions for customers. The Group
won the tenders for major projects with investment volume of more
than RMB10 million including “Qatar VENDOME Mall”, “Saudi Sabic
Group Villas” and “Kuwait Oil”, further enhancing the influence
of NVC brand in the Middle East region. At the same time, the
Middle East office, by virtue of its in-depth understanding of the
Middle East market, was trying to develop more distributors and
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Management Discussion and Analysis
BEEWED T

improve the distribution network. In the Southeast Asia and other
regions, the Group focused on the construction of wholesale
and retail channels in the Indonesian market through tailor-made
products and high-incentive promotion programs. During the
Period under Review, the Group has successfully developed 4028
distributors and 58 wholesalers in the Indonesian market, and our
products entered 338 retail stores. At the same time, the Group,
in cooperation with local distributors, successfully won the bid for
such projects as “Ekocheras Mall”, “PAF Hospital Islamabad” and
“Havelock City”. During the Period under Review, due to impact
of the RMB exchange rate and geopolitical and economic factors,
the sales revenue of NVC brand products in the international
market dropped by 46.3% from the Corresponding Period to
RMB93,595,000.

In respect of non-NVC brands in the PRC and international markets,
the Group mainly supplied energy-saving lamps, energy-saving
light tubes, and accessories for famous lighting enterprises in
the form of ODM. During the Period under Review, the Group
promoted the LED lighting products to enter the sales channels
of major customers by utilizing the cost, technology and scale
strengths. By virtue of the favorable opportunities arising from LED
lighting products that gradually dominated the market, the Group
continuously strengthened input of market resources to develop
new clients, thus increasing the sales of non-NVC brand lighting
products. The total sales revenue of non-NVC brand products
grew by 2.5% from the Corresponding Period to RMB666,403,000
during the Period under Review.

é NVC LIGHTING HOLDING LIMITED Interim Report 2018
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Management Discussion and Analysis

Product Research, Development and Design

During the Period under Review, the launch of the research and
development (“R&D”) work of the Group mainly focused on the
development of new products and the functionality promotion
of products. The Group comprehensively promoted product
upgrades to serve for the improvement in the professionalism
and competitiveness of products. The Group adhered to the
market-centered and customer-oriented R&D principles. During
the Period under Review, indoor products of the Group focused
on Lingshi Series (8% %7%l|) for the 400 engineering channels,
including ceiling light, multiple light, surface-type downlight, track
light and line light. Meanwhile, the Group developed industrial
lighting, high-altitude lighting, ceiling light series and track spotlight
products covering all power ranges as well as special-color-point
fresh light series products. In addition, the Group continued to
push forward the automation of downlights and ceiling lights, thus
improving production efficiency and product yield rate, as well as
greatly improving product quality and reducing labor costs. The
Group applied for 151 new patents, with 144 patents approved
and granted during the Period under Review.

Brand Promotion and Honour

The Group continued to implement the core brand concept of
“Expert in Luminous Environment”, and devoted to creating
a leading and world-class smart lighting solution provider in
China. In June 2018, NVC brand with the value of RMB25.766
billion was rated by the World Brand Lab as “15th China’s 500
Most Valuable Brands” again and remained the No.1 brand
in the lighting industry for 7 consecutive years, reflecting the
Group’s powerful brand strength and influence. During the Period
under Review, the Group’s “Zhuhai Districts Lighting and CCTV
Spring Festival Gala Zhuhai Sub-Venue Lighting Project” won
the First Prize of “China Landscape Lighting Award — Design
Award”. Huizhou NVC was rated by China llluminating Engineering
Society as “Quality Lighting Supplier for SCO Qingdao Summit”.
The “Development and Industrialization of Chip-Scale Package
High-power LED on New Patterned Substrate” project, under joint
research and development of Huizhou NVC, Elec-Tech and South
China University of Technology, was awarded the Second Prize
of “Guangdong Science and Technology Progress Award”. These
awards fully reflected the highly social recognition of NVC brand,
and further enhanced our brand reputation.
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Management Discussion and Analysis
BEEWED T

Progress of Litigation

Since December 2014, a subsidiary of the Company (the
“Subsidiary”) initiated a series of court proceedings in the PRC
against Mr. WU Changjiang, a former director and the former chief
executive officer of the Company, and other persons in relation to
a number of alleged pledges and guarantees entered into by Mr.
WU Changjiang purportedly on behalf of the Subsidiary, and certain
counter-guarantees provided by a PRC company. The Subsidiary
was also a co-defendant in three PRC court actions commenced
by two PRC banks and a finance company, respectively, in relation
to several alleged pledges and guarantees purportedly entered
into by Mr. WU Changjiang. Please refer to the Company’s 2017
annual report for details.

In relation to one of the aforementioned court actions commenced
by a PRC bank against the Subsidiary as a co-defendant, certain
funds held by the Subsidiary had been frozen by such PRC bank.
In April 2016, Chonggqing Fifth Intermediate People’s Court issued a
judgment, which, among other things, ordered that the Subsidiary
was jointly liable with another PRC company for the payment of
RMB60,000,000, plus interest and costs, to such PRC bank.
The Company filed an appeal against such judgment with the
Chongaging Higher People’s Court. In early 2017, the Company
received the judgment of the Chongqging Higher People’s Court
which rejected the Subsidiary’s appeal and upheld the first instance
judgment. Please refer to the Company’s announcement dated 27
February 2017 for details. The Subsidiary subsequently filed an
application of retrial of the relevant PRC court judgments, but its
application was rejected by the Chongqging Higher People’s Court.
The Subsidiary has subsequently filed an application of protest with
the Chongaqing People’s Procuratorate to overturn the relevant
judgments and for a retrial of this matter. In May 2018, Chongqging
People’s Procuratorate filed a protest with the Supreme People’s
Procuratorate. The outcome of the protest application, according
to the official legal documents received by the Subsidiary, is
pending as of the date of approval of these financial statements.

0 NVC LIGHTING HOLDING LIMITED Interim Report 2018
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Management Discussion and Analysis

In relation to one of the aforementioned court actions commenced
by another PRC bank to Chongqging First Intermediate People’s
Court which alleges, among others, that the eight individuals/
institutions (the “Eight Guarantors”) including the Subsidiary should
be jointly and severally liable as Guarantors for the debt of
RMB35,497,000, plus interest, as owed by Chongging En Wei
Xi Industrial Development Co., Ltd. (“En Wei Xi”) to the Bank.
The Company received a judgment from the Chongqing First
Intermediate People’s Court in September 2016, which held,
among other things, that the Eight Guarantors, including the
Subsidiary, were jointly and severally liable with En Wei Xi for the
payment of RMB35,497,000, plus interest and costs, to such PRC
bank. The Subsidiary filed an appeal against such judgment with
the Chongqging Higher People’s Court. In June 2017, the Company
received the judgment of the Chongging Higher People’s Court
which rejected the Subsidiary’s appeal and upheld the first instance
judgment. Please refer to the Company’s announcement dated
30 June 2017 for more information. The Subsidiary subsequently
filed an application of retrial of the relevant PRC court judgments.
In May 2018, the Company received the ruling of the Supreme
People’s Court of the People’s Republic of China which rejected
the Subsidiary’s retrial application. The Subsidiary is in the progress
of applying for protests of the relevant PRC court judgements.

In relation to the another aforementioned court action commenced
by the finance company in the Chongging First Intermediate
People’s Court, it was claimed that Mr. WU Changjiang, the
Subsidiary and two other entities should be jointly and severally
liable as guarantors for the debt of RMB34,000,000, plus interest,
as owed by Mrs. WU Lian to the finance company pursuant to
several alleged agreements. The Company received a judgment
from the Chongqing First Intermediate People’s Court in October
2016, which, among other things, ordered that the guarantors,
including the Subsidiary, were jointly and severally liable with
Mrs. WU Lian for the payment of RMB34,000,000 plus interest
and costs, to the finance company.The Subsidiary filed an appeal
against the judgment with the Chongqging Higher People’s Court.
In September 2017, the Company received the judgment of the
Chongaing Higher People’s Court which rejected the Subsidiary’s
appeal and upheld the first instance judgment. Please refer to the
Company’s announcement dated 14 September 2017 for more
information. The Subsidiary is in the progress of applying for
protests of the relevant PRC court judgement.
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BEENWED M

The management of the Company, with reference to (i) legal
opinions obtained, (ii) the loans having securities including land use
rights pledged by Chongqging Wu Ji Real Estate Development Co.,
Ltd. and En Wei Xi, and (iii) there being several other guarantors
involved in the legal proceedings with the two PRC banks and
the PRC finance company, is of the view that the likelihood of the
Group sustaining losses from the PRC court actions commenced
by the two PRC banks and the PRC finance company is remote.

Future Prospects

By means of the on-going innovation and the increase in value
and efficiency, various sorts of standardized governance have
become effective. In the future, the Group will continue to focus
on the expansion of the external channels and the enhancement
of the internal management, so as to create new opportunities for
the sustainable development of the Group.

In terms of expanding the domestic market channels, the Group
will expand in the fields of commercial lighting, home lighting and
e-commerce. As for the commercial lighting sector, the Group
will continue to solidly implement the 400 engineering system
which is to establish 400 major engineering distributors in China,
and vigorously push forward various large projects in the fields
of rail transit, big space and landscape lighting in the second
half of the year. In the home lighting sector, the Group will spare
no effort to push forward the implementation of 500 Plan (which
is to create 500 exclusive outlets each with an area of more
than 500 square meters and retail sales of more than RMB5
million) and the establishment of outlets in town channels. At the
same time, the Group will strengthen its product quality control,
terminal management, sales and after-sales team management
In the field of
e-commerce, after the completion of the acquisition of Blue Light
(HK) Trading Co.,
resources and optimize and upgrade the efficiency of e-commerce

to create professional household retail teams.

Limited, the Group will further integrate its

management and operation, thus providing the basis for the
vigorous development of e-commerce in future. The Group will
comprehensively expand channels through the integration of online
and offline channels, thus laying a foundation for transforming from
a manufacturing enterprise to a channel enterprise.
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Management Discussion and Analysis

As for the expansion of the overseas market channels, in the
European region, the Group will continue to strengthen channel
development in the Nordic countries, and continue to improve
the construction of sales teams to lay a solid foundation for the
expansion of engineering channels. In the Middle East region, the
Group will continue to enhance its engineering service capabilities,
and provide professional lighting solutions for more engineering
projects grasping the opportunities arising from the Qatar FIFA
World Cup and the UAE World Expo. At the same time, the Middle
East office will continue to gain an in-depth knowledge of the
market and explore the development of new channels with future
focus on the construction of distribution and retail channels. In
the Southeast Asia region, the Group will continue to invest in the
channel construction in the Indonesian market and increase the
exhibition rate of products, so as to enhance the market share
and the brand popularity. Meanwhile, the Group will stimulate the
growth of engineering channels to obtain more projects.

In terms of cost management, the Group will continue to
promote internal cost control, so as to reduce product costs
and enhance product competitiveness through reducing cost
in the respects of R&D, purchase and manufacturing. From the
product standardization and platform reform, the Group will
make use of its advantages of the integration of upstream and
downstream resources. The Group will carry out systematic
product planning, balance production capacity, minimise order
placements and centralise purchasing to lower procurement cost.
The Group will also implement “Amoeba” operation mode concept
with lean management, optimize the organizational structure
to streamline staffing, and press ahead the automation and
semi-automation of workshop so as to reduce production costs.
In internal management, the Group will carry out organizational
reform, including flat organizational restructuring, to remove the
intermediate levels. The Group will implement training programs
for employees of different levels to reserve sufficient management
talents. The Group will establish the remuneration incentive reform
system based on value creation to cultivate the mainstream culture
and ideology based on value creation.
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The Group’s Main Products

The Group focuses on developing creative R&D capability, providing
clients with professional and optimized LED lighting solutions, and
aim to promote the national energy-saving, emission-reduction
scheme and enhance green lighting industry forward to more
sustainable, healthy and well-regulated growth. The revenue from
LED lighting products account for more than 80% of the Group’s
total revenue during the Period under Review.

The Group’s product can be divided into three segments: lamp
products, luminaire products and lighting electronic products.
The luminaire products can be further classified as commercial
lighting luminaire products and home lighting luminaire products.
Main products of commercial lighting include: downlights, ceiling
lights, panel lights, batten lights, flood lights, wall lights, garden
lights, bollard, in-ground lights, underwater lights, street lights,
tunnel lights and emergency lights series, which can be widely
used in the large conference halls, hotels, supermarkets, offices,
landed properties, roads and airports etc. Main products of home
lighting include: aluminum lights, candle lights, wrought iron lights,
flat-panel low-voltage lights, brass lights, Acrylic lights, kitchen
and bathroom series etc, which can be widely used in the living
room, dining room, bed room, children’s room, kitchen, bathroom,
balcony and many other indoor applications.

1. Luminaire Product Segment:
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FEWE  BE - BEEF: XERH
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Samples of Main Products of Commercial Lighting Luminaire:
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Downlights Series
a1k 25|

Ceiling Light Series
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Samples of Main Products of Commercial Lighting Luminaire:
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Track Light Series

Flood Light Series
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Underwater Light Series Garden Light Series
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Bollard Series

Wall Light Series
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EEEN WD
N\ O\ / s /
%
Batten Light Series Panel Light Series Street Light Series
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/ b\ N/ ) N
N\ % - /
Tunnel Light Series In-ground Light Series Emergency Light Series 1
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Emergency Light Series 2
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Samples of Main Products of Home Lighting Luminaire:
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EEERWET AN

2. Lamp Product Segment: — - RRERDE -
N O\ 7\ /

-.'l-an
§
BN Gl L‘ AN Spiral Energy-saving
u \\\arrylp eries an «e ay;np eries Lamp Series
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3. Lighting Electronic Products Segment: = BHAEXEERDT -
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American Standard European Standard
LED Drive Series LED Drive Series Electronic Ballast Series
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Financial Review
Revenue

Revenue represents the net amount of the invoiced value of goods
sold, after allowances for returns and trade discounts. During the
Period under Review, the sales revenue of the Group amounted
to RMB1,973,936,000, representing an increase of 3.4% as
compared with the Corresponding Period.

Revenue by Product Segments
The table below sets forth the revenue by product segments

(luminaire, lamp and lighting electronic products) and the growth
rate of each segment.

EEE WA

B %5 121 B
HEWA

HEWAECEEYWERER &N
BRAREMITHEFEER - IEHA - K&
BHREHEKRASARK1973,936T
7T BEHERS.4% -

BEmD R E D HBA
TREIIRERDE (BE - SRMERA
BEREM) SADHRAREDBMIER

Six months ended 30 June

EZ6H30B IL61EA

2018 2017 Growth rate
20184 20174 ERE

RMB’000 RMB’000

TAR# TFARE
Luminaire products & AE R 1,356,790 1,262,710 7.5%
Lamp products JE IR EE im 473,689 501,662 (5.6%)
Lighting electronic products R E R Em 143,457 145,291 (1.3%)
Total Sis 1,973,936 1,909,663 3.4%

Revenue by geographical locations, NVC brand sales
and non-NVC brand sales

The table below sets forth the revenue by geographical locations,
NVC brand products and non-NVC brand products and the growth
rate of each item. Our non-NVC brand products primarily consist
of ODM products.

RWBUERETmEEFT T mE
HESTHERA
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BRI WA i

Six months ended 30 June

HZEZ6H30HL61EA
2018 2017 Growth rate
20185 20174 R =
RMB’000 RMB’000
TAE®E TARK
Sales revenue from PRC REHRBEHHEEKRA
NVC brand E+mhE 1,213,938 1,085,117 11.9%
Non-NVC brands JFEEL R 133,967 132,798 0.9%
Subtotal Nt 1,347,905 1,217,915 10.7%
Sales revenue from REBEETHNEERA
international market
NVC brand ELmhiE 93,595 174,417 (46.3%)
Non-NVC brands IFE LT mhE 532,436 517,331 2.9%
Subtotal IE 626,031 691,748 (9.5%)
Total =X 1,973,936 1,909,663 3.4%

Revenue by LED lighting products and non-LED lighting

products

The table below sets forth our revenue from LED lighting products
and non-LED lighting products and the growth rate of each item.

7 A

Six months ended 30 June

BLEDRBHEERMIELEDRBRBEERE

TN REFHIZLEDAR BA EE A M FELED R A &
DEIDHUWA R SIEE B R o

EZ6H30H LL61EA

2018 2017 Growth rate
20184 20174 # R &

RMB’000 RMB’000

FARY FARYE
LED lighting products LEDRRAE 1,642,614 1,463,148 12.3%
Non-LED lighting products JELEDRRRAE S 331,322 446,515 (25.8%)
Total a5 1,973,936 1,909,663 3.4%
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During the Period under Review, the sales of luminaire products
increased by 7.5%,
promotion of the dual-channel business model of commercial and

mainly benefited from the continuous

home lighting of the Group and the stable growth in the sales of
commercial lighting luminaire products. Sales of lamp products
recorded a decrease of 5.6%, which was mainly attributed to the
gradual shrinkage of market size and the decline in both sales
volumes and prices of the traditional lamp products. The sales of
lighting electronic products decreased by 1.3%, mainly due to the
decline in the sales volumes of traditional electronic appliances
business and the impact of the fluctuation of composite exchange
rate.

During the Period under Review, the sales of LED lighting products
increased by 12.3%, while the sales of non-LED lighting products
decreased by 25.8%, mainly attributable to the fact that the Group
grasped the favorable opportunity generated from the development
of the LED industry to generally increase the proportion of
LED lighting products through continuous enhancement in the
development of new LED lighting products and the increase of
the investment in market resources; while affected by the fierce
competition in LED lighting products, the sales of traditional lighting
products showed a decline. The development trends of the above
two products were antagonistic.
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Cost of Sales

Cost of sales mainly consists of the cost of raw materials,
outsourced manufacturing costs, direct and indirect labor costs
and indirect costs. Major raw materials of the Group include
iron, aluminum and alloys, fluorescent powder, glass tubes,
electronics components and LED packaged chips, etc. Outsourced
manufacturing costs primarily include the cost of purchased
semi-finished products and finished products produced by other
manufacturers and used in the production of our products.
Indirect costs primarily include water, electricity, depreciation
and amortisation and others. The table below sets forth the
composition of our cost of sales:

HERAE

HERAFEBERMBRKRA - I E
ERA BEENEESIXNAREAES
B AEEHNTERMABESE  BKX
Ga - EAY WHE  BFLB[HEMN
RLEDHEGR S - INMEAERAETER
FERBEMBEEREEN - AREMH
ERAEEMERRARKRBKZR o [
BEERARATEREK T IFEME
SHLARREAM o TRIIRHEKAAAERK

Six months ended 30 June
EZ6H30H 1L6{EA

2018
20184

2017
20174

Percentage in Percentage in

RMB’000 revenue (%) RMB’000 revenue (%)

TARY {EWALEHI(%) FARE (HUALLH(%)

Raw materials R 927,082 47.0% 1,024,311 53.6%
Outsourced manufacturing costs  4M 4 B 245 321,710 16.3% 143,872 7.5%
Labor costs A TR AR 129,438 6.6% 131,656 6.9%
Indirect costs EEE A 53,055 2.7% 57,677 3.0%
Total cost of sales HEREEE 1,431,285 72.5% 1,357,516 71.1%

During the Period under Review, the cost of sales as a percentage
to revenue increased from 71.1% to 72.5%, and the gross profit
margin decreased from 28.9% to 27.5%, mainly due to, on the one
hand, the change in sales structure during the Period under Review
and the increase of engineering projects with low gross profit, and
on the other hand, the increase in raw material prices and the
fluctuation of composite exchange rate leading to the decline in
the gross profit margin compared with the Corresponding Period.
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Gross Profit and Gross Profit Margin

Gross profit is calculated as the net value of sales revenue less
cost of sales.

During the Period under Review, gross profit of the Group was
RMB542,651,000, representing a decrease of 1.7% as compared
with the Corresponding Period, and gross profit margin of sales
decreased from 28.9% to 27.5%. The table below shows the gross
profit and gross profit margin by product segments:

(i) The table below shows the gross profit and gross profit
margin by product segments (luminaire, lamp and lighting

EEE WA

ENREBRR

E R 85 E WA R E $H E AN R B FEE ©

EIEEAN  AEEEREEEFNAAR
#542,6561F 7L WA B T FE1.7% - 88
EEFEN28.9% NEE27.5% ° &2 EB
BEM R EMEIRET -

() TREINSERDE (BE - IR
MIREHERR) WEMMERN = :

electronic):
Six months ended 30 June
B Z6H30H L6fEA
2018 2017
2018% 20174

RMB’000 (%) RMB’000 (%)
FARK (%) TFTARE (%)
Luminaire products & EE W 466,223 34.4% 444,898 35.2%
Lamp products YR E i 46,165 9.7% 67,153 13.4%
Lighting electronic products fRAAE RS Em 30,263 21.1% 40,096 27.6%
Total &&t 542,651 27.5% 552,147 28.9%
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(i) The table below shows the gross profit and gross profit  (ji) TRIRFATREABNIEHIBELE &
margin by geographical locations and NVC brand products ETREERNMIEETRBE LT
and non-NVC brand products: EF R EF|ZR

Six months ended 30 June

HZ6A30H L61E B
2018 2017
20184 20174
RMB’000 (%) RMB’000 (%)
TARE (%) TARE (%)
Gross profit from PRC sales: HTEEEELEWER :
NVC brand B M 431,720 35.6% 412,106 38.0%
Non-NVC brands JEE L mhE 22,535 16.8% 25,724 19.4%
Subtotal NEf 454,255 33.7% 437,830 35.9%
Gross profit from BIFRSHEEEMNER :
international sales:
NVC brand ELTmE 29,607 31.6% 34,161 19.6%
Non-NVC brands JEE L MR 58,789 11.0% 80,156 15.5%
Subtotal A 88,396 14.1% 114,317 16.5%
Total A5t 542,651 27.5% 552,147 28.9%
(i)  The table below sets forth the gross profit and gross profit (i) |~z #{ 5||LEDRR B & T JA & JELED
margins of LED lighting products and non-LED lighting RHAEMMNENKREFE
products:
Six months ended 30 June
HZ6H30H LL6EA
2018 2017
20184 20174
RMB’000 (%) RMB’000 (%)
FTARY (%) TARE (%)
LED lighting products LEDER FAE 479,763 29.2% 455,482 31.1%
Non-LED lighting products JELEDIRFHE & 62,888 19.0% 96,665 21.6%
Total gross profit 42| 542,651 27.5% 552,147 28.9%
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During the Period under Review, gross profit margin of
luminaire products decreased from 35.2% to 34.4%, mainly
attributable to the increase of engineering projects with low
gross profit during the Period under Review, which lowered
the overall gross profit margin. Gross profit margin of lamp
products decreased from 13.4% to 9.7%. On the one hand,
LED lamp products are under highly competitive markets,
and we offered customers more favorable price in order to
win the main customer orders; on the other hand, affected
by the competition with LED lamp products, the prices of
traditional lamp products continued to drop, giving rise to a
decrease of gross profit margin of the whole lamp products
as compared with the Corresponding Period. Gross profit
margin of lighting electronic products decreased from
27.6% to 21.1%, mainly attributable to the increase in raw
material prices and the fluctuation of composite exchange
rate.

During the Period under Review, gross profit margin from
PRC sales decreased from 35.9% to 33.7%, mainly due
to the impact of product sales structure and the increase
of projects with low gross profit. Gross profit margin from
international sales decreased from 16.5% to 14.1%, mainly
due to the combined effect of the more favorable price
offered by the Group in order to win the main customer
orders of lamp products in the international market, the
increase in raw material prices and the fluctuation of
composite exchange rate.
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Other Income and Gains

Our other income and gains mainly consist of rental income, gain
on sales of scrap materials, fair value gain of derivative component
of convertible bonds, gain arising from waiver of other payable,
government grants and interest income (the breakdown of other
income and gains is provided in note 5 to the interim condensed
consolidated financial statements on page 109 of this report).
We received various types of government grants in the form
of tax subsidies and incentives for research and development
activities and expansion of production capacity of energy-saving
lamp. Government subsidies are provided by relevant authorities
at their discretion, and may not be recurring in nature. During
the Period under Review, other income and gains increased to
RMB131,742,000 as compared with the Corresponding Period,
which was mainly due to the fair value gain of the derivative
component of convertible bonds of RMB75,138,000 and the
increase in government subsidies received during the Period under
Review as compared to the Corresponding Period.

Selling and Distribution Costs

Our selling and distribution costs mainly consist of freight costs,
advertising and promotion expenses, staff costs and other costs
including office expenses, custom clearance expenses, travelling
expenses, depreciation and amortisation, insurance fees and other
miscellaneous costs.

During the Period under Review, our selling and distribution
costs were RMB179,253,000, representing a decrease of 7.1%
as compared with the Corresponding Period. The decrease was
mainly due to the decrease in the marketing and promotion fees.
Our selling and distribution costs as a percentage of total revenue
decreased from 10.1% to 9.1%.
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Administrative Expenses

Our administrative expenses mainly consist of staff costs,
amortisation and depreciation, research and development
expenses, office expenses and other expenses including tax
expenses, audit fees, other professional fees and other
miscellaneous expenses. These taxes mainly include land use tax

and stamp duty in connection with our administrative functions.

During the Period under Review, our administrative expenses
were RMB164,753,000,
compared with the Corresponding Period. The decrease was

representing a decrease of 3.6% as

mainly due to the decrease of impairment loss as compared with
the Corresponding Period. Our administrative expenses as a
percentage in revenue decreased from 8.9% to 8.3%.

Other Expenses

Other expenses mainly consist of loss arising from modification of
terms of convertible bonds, losses on disposal of property, plant
and equipment, donations and other miscellaneous expenses.
During the Period under Review, other expenses increased to
RMB81,579,000 as compared with the Corresponding Period,
which was mainly due to a loss of RMB78,387,000 arising from
modification of terms and extension of maturity of convertible
bonds during the Period under Review.

Finance Costs

Finance costs represent interests on bank loans, interest expenses
on convertible bonds and other interest expenses.

Share of Results of Associates

This item represents the Group’s share of net profits or losses in
the associates during the Period under Review.
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Management Discussion and Analysis
BEEWED T

Income Tax

During the Period under Review, the Group’s income tax amounted
to RMB124,526,000, representing an increase of 90.9% as
compared with the Corresponding Period. It is mainly due to the
increase in deferred income tax arising from potential distribution
of the unremitted distributable earnings by the Company’s
subsidiaries in the PRC to the Company.

Profit for the Period (including Profit Attributable to Non-
controlling Interests)

Due to the factors mentioned above, our net profit for the period
(including profit attributable to non-controlling interests) was
RMB101,641,000 during the Period under Review.

Exchange Differences on Translation of Foreign
Operations

During the Period under Review, our exchange differences on
translation of foreign operations were RMB3,881,000. These
exchange differences primarily arose from the translation of the
financial statements of the Company and its overseas subsidiaries
which are denominated in foreign currencies.

Profit Attributable to Owners of the Parent for the Period
Due to the factors mentioned above, profit attributable to owners

of the parent for the period was RMB91,851,000 during the Period
under Review.

Profit Attributable to Non-controlling Interests for the
Period

During the Period under Review, profit attributable to non-controlling
interests for the period was RMB9,790,000.
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Management Discussion and Analysis

Cash Flow and Liquidity

Cash Flows

The table below sets out selected cash flow data from our

consolidated statement of cash flows.

BEENWEDH

HERERREM
HERE

TREIIEHMNAHASRERTH
EBNREREBR °

Six months ended 30 June

HZ6H30H 1618 A
2018 2017
20184 20174
RMB’000 RMB’000
FARY FARK
Net cash flows generated from K EBFBIR e REFRE
operating activities 154,130 91,326
Net cash flows used in investing activities & & EBIFT AR S 2 /F 58 (785,463) (373,911)
Net cash flows generated from BMEESMBRE S REFE
financing activities 350,744 256,801
Net decrease in cash RERBFEWRL
and cash equivalents ecd-cl (280,589) (25,784)
Cash and cash equivalents at R e MNReEEY
beginning of period 1,265,589 1,160,155
Effect of foreign exchange rate b R BB 5 B FEE
changes, net 6,040 (10,229)
Cash and cash equivalents as REBRARKEIRERERF
stated in the statement of VMBS RIFESEED
financial position and cash flows 991,040 1,124,142

As at the end of the Period under Review, the cash and bank
balances of the Group were mainly denominated in RMB, HKS,
GBP, BRL and US$. The RMB is not freely convertible into other
currencies, however, under Mainland China’s Regulations on
the Management of Foreign Exchanges and Administration of
Settlement, Sale and Payment of Foreign Exchange Provisions, the
Group is permitted to exchange RMB for other currencies through

banks authorised to conduct foreign exchange business.
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Management Discussion and Analysis
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Liquidity

Net current assets and working capital sufficiency

The table below sets out our current assets, current liabilities and
net current assets as at the end of the Period under Review.

BN

FERGEEREEELHITE L

TRINIFEMAREDBERRNREEE

MBRBENMEFRBDEE -

30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
FARYE FARY
CURRENT ASSETS RBEE
Inventories FE 519,546 425,384
Trade and bills receivables B 5 Kk EIEEKER R 1,091,592 1,092,554
Prepayments, deposits and TR - RE 2 REH M EUERFK
other receivables 450,713 397,213
Income tax recoverable TEfSPTIS L 12,184 11,741
Other current assets HimEh&E 42,625 41,512
Held-for-trading investment RHEEMEE 88,786 88,786
Restricted bank balances and PR ISR TT 45 8RS k2 BRAF R
short-term deposits 518,019 314,422
Cash and cash equivalents BeMReEEY 991,040 1,265,589
Sub-total current assets RENEE/DE 3,714,505 3,637,201
CURRENT LIABILITIES REEE
Trade and bills payables B 5 MEBENERR 941,980 820,833
Other payables and accruals HiENRRETER 728,292 728,749
Interest-bearing loans STEREX 410,202 24,940
Government grants BT B 2,012 2,012
Income tax payable B FT1S TR 52,039 34,071
Convertible bonds AR ES
— derivative component — PTHET AEEH 36,055 11,933
Convertible bonds AR ESH
— liability component —8EHHm = 421,229
Sub-total current liabilities BB ENE 2,170,580 2,043,767
NET CURRENT ASSETS FREEE 1,543,925 1,593,434
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Management Discussion and Analysis
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As at 30 June 2018 and 31 December 2017, the total net 2018FE6A30HFM2017E12A31H -
current assets of the Group amounted to RMB1,543,925,000 and ARNEEHKFRHEELATE D B S AR
RMB1,593,434,000 respectively, and the current ratio was 1.71 1 543 925F 7t fM A R#1 593,434 F T -
and 1.78 respectively. In light of our current liquidity position, E&hHL RS RIA1.71511.78 - E2ERFK B
the unutilised banking facilities available to the Group and our  FIE)RENEART « ANEBEERITE ARER
projected cash inflows generated from operations, the Directors ) {= ¢4 %8 DA N T8 HR A & & i &= 4 19 3R
believe that we have sufficient working capital for our present % @' EERABRFEERENZEES

requirements and for the next 12 months. RIERM BRI RARKI2EBRHESENK -
Capital Management EXRER

The following table presents our gearing ratios as at the end of the  [NER 27| MR OB EREE L
Period under Review. & o

30 June 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
FARY FARE
Interest-bearing loans and convertible bonds &t 8 & 7 & A # J& & 5
— liability component — BEH 820,969 446,169
Total debt EEEE 820,969 446,169
Less: cash and cash equivalents and B RERBEeFEEMR
short-term deposits YR GRE
(excluding restricted bank balances) (B RHIRITER) (1,509,059) (1,580,011)
Net debt FHERS N/A N/A
~EA T EA
Total equity attributable to owners ISYNCIEZ ¥ N 2
of the parent 3,287,079 3,242,052
Gearing ratio BERBELX N/A N/A
TEA TiE A

E+EEERERAT 2018Fh s @



Management Discussion and Analysis
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The primary goal of our capital management is to maintain
the stability and growth of our financial position. We regularly
review and manage our capital structure and make corresponding
adjustments, after taking into consideration changes in economic
conditions, our future capital requirements, prevailing and
projected profitability and operating cash flows, projected capital
expenditures and projected strategic investment opportunities.
We manage our capital by monitoring our gearing ratio (which is
calculated as net debt divided by the total equity attributable to
owners of the parent). Net debt is the balance of interest-bearing
loans and convertible bonds — liability component less cash and
cash equivalents and short-term deposits (excluding restricted
bank balances).

Inventories

The balance of inventories represented our balance of stock of
raw materials, work in progress and finished goods as at the
end of the Period under Review. We monitor our inventories on a
regular basis. During the Period under Review, turnover of average
inventories (in days) (average inventories equal to the inventories at
the beginning of the period plus inventories at the end of the period
(after provision), divided by two. Turnover of average inventories
(in days) equals to the average inventories divided by the cost of
sales and then multiplied by 180) was 59.4 days, while it was 57.0
days in the Corresponding Period.

More details about the inventories are provided in note 14 to the
interim condensed consolidated financial statements on page 118
of this report.
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Management Discussion and Analysis

Trade and Bills Receivables, Prepayment, Deposits and
Other Receivables

Trade receivables of the Group represented proceeds receivable
from sale of goods. The Group’s trading terms with its customers
are mainly on credit, except for new customers where payment
in advance is normally required. The credit periods generally
range from 30 to 180 days for major customers. Each customer
has a maximum credit limit. The Group seeks to maintain strict
control over its outstanding receivables and has a credit control
department to minimise credit risk. Overdue balances are reviewed
regularly by senior management. In view of the aforementioned and
the fact that the Group’s trade receivables relate to a large number
of diversified customers, there is no significant concentration of
credit risk. The Group does not hold any collateral or other credit
enhancements over its trade receivable balance. Overdue interests
of several trade receivables are calculated at an annual interest
rate of 12%.

During the Period under Review, turnover of average trade and
bills receivables (in days) (average gross trade and bills receivables
equal to the trade and bills receivables at the beginning of the
period plus trade and bills receivables at the end of the period
(before provision), divided by two. Turnover of average trade and
bills receivables (in days) equals to the average trade and bills
receivables divided by revenue and then multiplied by 180) was
116.5 days, while it was 127.7 days in the Corresponding Period.

As at 30 June 2018, prepayments, deposits and other receivables
included the followings:

(a) Amounts due from a company of RMB550,924,000 (31
December 2017: RMB550,924,000), net of impairment
provision of RMB285,360,000 (31 December 2017:
RMB285,360,000).

(b) An amount of RMB55,396,000 (31 December 2017:
RMB55,396,000) which represented an amount withdrawn
by the court during the year ended 31 December 2017.
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Management Discussion and Analysis
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More details about the trade and bills receivables, prepayment,
deposits and other receivables are provided in note 15 to the
interim condensed consolidated financial statements on page 119
to page 122 of this report.

Trade and Bills Payables

During the Period under Review, turnover of average trade and bills
payables (in days) (average trade and bills payables equal to trade
and bills payables at the beginning of the period plus trade and
bills payables at the end of the period, divided by two. Turnover of
average trade and bills payables (in days) equals to average trade
and bills payables divided by cost of sales and then multiplied by
180) was 110.8 days, while it was 99.9 days in the Corresponding
Period. More details about the trade and bills payables are
provided in note 16 to the interim condensed consolidated financial
statements on page 123 of this report.

Interest-bearing Loans

More details about the interest-bearing loans are provided in note
17 to the interim condensed consolidated financial statements on
page 124 of this report.

Convertible Bonds

More details about the Convertible Bonds are provided in note
18 to the interim condensed consolidated financial statements on
page 125 to page 128 of this report.

Capital Expenditure

We funded our capital expenditure with cash generated from
operations and bank loans and cash generated from issue of
shares or Convertible Bonds. Our capital expenditure is primarily
related to expenditure on property, plant and equipment, prepaid
land lease payments and other intangible assets. During the
Period under Review, the Group’s capital expenditure amounted
to RMB45,179,000, mainly attributable to the increase in cost
of leasehold improvements, machinery equipment, moulds and
non-productive equipment.
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Management Discussion and Analysis

Off-balance Sheet Arrangement

Except for the derivative component of Convertible Bonds
mentioned in note 18, note 22 and note 23 to the interim
condensed consolidated financial statements, we did not have any
outstanding derivative financial instruments or off-balance sheet
guarantees for outstanding loans. We did not engage in trading
activities involving non-exchange traded contracts.

Capital Commitments

The details to capital commitments are provided in note 24 to the
interim condensed consolidated financial statements on page 153
of this report.

Continuing Connected Transactions

During the Period under Review, the continuing connected
transactions of the Group do not exceed the annual caps previously
disclosed in the relevant announcements of the Company.

Mergers, Acquisitions and Investments

Saved as disclosed of events after the Period under Review on
page 38 of this report, pursuant to the heads of agreement dated
25 April 2018 (the “Heads of Agreement”), the Company proposed
to acquire and Jadestone China High-technology Industry
Investment Fund LP (“Jadestone”) proposed to sell 100% equity
interest in Elec-Tech Solid State Lighting (HK) Limited (“Elec-Tech”)
(the “Elec- Tech Acquisition”). Further details of the Elec-Tech
Acquisition are set out in the Company’s announcement dated 25
April 2018. Elec-Tech Acquisition will be subject to the entering
into of a formal share purchase agreement by the Company
and Jadestone (the “Formal Share Purchase Agreement”). As at
30 June 2018, an advance payment of RMB200,000,000 has
been made to Jadestone, pursuant to the terms of the Heads of
Agreement, which payment was secured by a fixed charge over
the entire right, title and interest in 3,333,333 shares of Elec-Tech
held by Jadestone.
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Management Discussion and Analysis
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On 12 January, 2018, Huizhou NVC, a wholly-owned subsidiary
of the Company, proposed to invest RMB10,000,000 to establish a
wholly-owned subsidiary Shenzhen Leiyun Optoelectronic Technology
Co., LId*(RINEBEEABRHIREAERAF]) (“Leiyun Optoelectronic”).
Leiyun Optoelectronic is principally engaged in the development of
smart lighting systems. As at the date of this report, the registered
capital of Leiyun Optoelectronic has not been fully paid.

On 1 February, 2018, Huizhou NVC, a wholly-owned subsidiary
of the Company, proposed to invest RMB10,000,000 to establish
a wholly-owned subsidiary Zhuhai NVC Liangjia Technology Co.,
Ltd*ER 8 ELBRREHEAR A A) (“NVC Liangjia”). NVC Liangjia
is principally engaged in providing after-sales services. As at the
date of this report, the registered capital of NVC Liangjia has not
been fully paid.

Saved as disclosed in the above, the Group made no material
acquisition, merger or sale of subsidiaries, associates and joint
ventures during the Period under Review.

Use of Proceeds from the Global Offering
We did not use the proceeds from the Global Offering in a manner

different from those set out in the prospectus of the Company
dated 7 May 2010.
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Management Discussion and Analysis

Other Significant Investment and Performance

Huizhou NVC, the Company’s wholly-owned subsidiary, signed
a partnership agreement with the general partner to establish
a limited partnership. Through the establishment of the limited
partnership, the Company will be able to benefit from a wealth
of attractive investment opportunities in the lighting industry and
achieving economies of scale and synergies. For more details,
please refer to the announcement of the Company dated 4 May
2016. During the Period under Review, the limited partnership has
not yet commenced its external investment.

As mentioned in the announcement of the Company dated 23
May 2016, the Board has approved the Company to establish
an investment fund in form of a limited partnership to engage
in investment in the distributors of the Company. The expected
source of fund for the investment will be the fund generated from
the daily operations and financing of the Company. During the
Period under Review, the investment has not yet been carried out.

Loans and Guarantee

During the Period under Review, the Group did not grant any
loans to any entities, nor did it offer any financial assistance to its
associates or make any guarantee for the facilities granted to its
associates.

During the Period under Review, the Group did not breach the
terms of any loan agreement for loans which are significant to its
operations.
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Event after the Period under Review

Pursuant to the share purchase agreement dated 16 March 2018
(“Sale and Purchase Agreement 1”) and the share purchase
agreement dated 23 May 2018 (“Sale and Purchase Agreement 2”)
entered into between the Company and Roman International (HK)
Co., Limited (“Roman International”’),the Company conditionally
agreed to purchase and Roman International conditionally agreed
to sell 40% equity interest and 60% equity interest in Blue Light
(HK) Trading Co., Limited (“Blue Light”) at a cash consideration
of RMB315,000,000 and RMB500,000,000 respectively, subject
to adjustments provided in the Sale and Purchase Agreement
1 and Sale and Purchase Agreement 2. Furthermore, pursuant
to the share purchase agreement dated 23 May 2018 (“Sale
and Purchase Agreement 3”) entered into between Zhuhai NVC
Technology Limited* (BX/8 & TRHZBRAE) (“Zhuhai NVC?), a
wholly-owned subsidiary of the Company and Mr. ZHANG Peng,
the president of the Company and a connected person, Zhuhai
NVC conditionally agreed to purchase and Mr. ZHANG Peng
conditionally agreed to sell his 5% equity interest in Wuhu NVC
at a consideration of RMB45,000,000 (collectively the “Blue
Light Acquisitions”). Further details in relation to the Blue Light
Acquisitions are set out in the Company’s announcements dated
16 March 2018 and 23 May 2018. The Blue Light Acquisitions
were approved by the shareholders of the Company at the
extraordinary general meeting on 18 July 2018. As of 30 June
2018, an advance payment of RMB315,000,000 has been made
to Roman International.
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On 9 August 2018, the Company received a conversion notice from  FR2018FE8HI9H @ 7N A~ &) = J& 1] ¥ %
bondholder of the Convertible Bonds in relation to the exercise in (&5 H A B @I BRI E F KB D
full of the conversion rights attached to the Convertible Bonds at Q.77 TR /T (E 0] IR E AT 25 2 #2
the conversion price of HK$0.77 per conversion share, accordingly, — A% # ¢ 82 3% 358 &0 o 32 it © 649,350,649
649,350,649 conversion shares were allotted to bondholder on A& # RS f% (9 2 R2018FE8 13 H iR & 1]
13 August 2018 pursuant to the terms and conditions of the MR ER 2GR RIGHEZETESFEA
Convertible Bonds. Further details are set out in the Company’s A o ## — S5 & N A A 5 HH A2018

announcement dated 13 August 2018.

Contingent Liabilities

F8A1BEHNALE -

XEEE

() As at 30 June 2018, contingent liabilities not provided for  (a) HR2018FEB6A30H @ AR AN HIfS

in the interim condensed consolidated financial statements A& H SRR TIEREN A B
were as follows: BT :
30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
FARYE FARK
(Unaudited) (Audited)
(REEFR) (e EZ)
Guarantees given to banks and a REFTHRA S
finance company in connection with ATEEMEA THRITR
facilities granted to: —REBAAER
Two PRC companies and Mrs. WU Lian, MEFRBEAR MR LT
an individual (AR AL 131,497 131,497
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(b) The Group acted as defendant in lawsuits brought by two
PRC banks and a PRC finance company alleging that the
Group should assume guarantee liabilities and interests
according to guarantee agreements. The directors consider
that the likelihood of the Group sustaining losses from the
guarantees is remote, and accordingly no provision for
claims arising from the litigations is considered necessary
as at 31 December 2017 and 30 June 2018, save for the
related legal and other costs. Based on the respective
court judgements, interests are imposed on the principal
amounts as disclosed in (a) above, which are calculated
on (i) principal amount of approximately RMB62,000,000
at 9.9% per annum plus compound interest at 9.9% per
annum on unpaid interest since 21 October 2014; (ii)
principal amount of approximately RMB34,000,000 at four
times of six-month borrowing rate of the People’s Bank of
China since 8 October 2014; and (iii) principal amount of
approximately RMB35,497,000 at 0.05% per day since 4
January 2015.

Pledge of Assets

As at 30 June 2018, save for those disclosed elsewhere in these
interim condensed consolidated financial statements, the following
assets of the Group were pledged, as applicable:

(1) As at 30 June 2018, land use rights with aggregate
carrying amounts of RMB46,335,000 (31 December 2017:
RMB46,995,000) and certain buildings with carrying
amounts of RMB221,496,000 (31 December 2017:
RMB238,747,000); and buildings with carrying amounts of
RMB42,844,000 (31 December 2017:RMB43,797,000) were
pledged for the Group’s applications of assets preservation
in certain PRC legal proceedings and bank loan facilities
respectively.

2) As at 30 June 2018, certain trade receivables with
carrying amounts of RMB13,116,000 (31 December
2017: RMB24,004,000) were pledged to secure the bank
borrowings.
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(3) In accordance with several letters of guarantee, deposits
with carrying amounts of RMB89,009,000 (31 December
2017: RMB101,525,000) were pledged for issuing letters
of guarantee.

(4) The deposits with carrying amounts of RMB4,010,000 (31
December 2017: RMB27,561,000) were pledged for the
Group’s applications of assets preservation in certain PRC
legal proceedings.

(5) As at 30 June 2018, a time deposit with carrying amounts
of RMB400,000,000 (31 December 2017: RMBNil) were
pledged to secure the bank borrowings.

Employees

As at 30 June 2018, the Group had approximately 6,012
employees in total (31 December 2017: 6,441). The Group regularly
reviews remuneration and benefits of its employees according to
the relevant market practice and individual performance of the
employees. In addition to basic salary, employees are entitled to
other benefits including social insurance contributions, employee
provident fund schemes, discretionary incentive and share option
schemes.

Market Risks

We are exposed to various market risks in the ordinary course
of business. Our risk management strategy aims to minimise the
adverse effects of these risks to our financial results.

EEE WA

(@) MREHIERE  FEREEAARK
89,009F 7t (2017512 A31H : A
K#101,525F 7T) M9 2 E#H A
B EIREK o

4) RBREAKENETHBIAEZREFRS
REEERE FEAEARARK
4,010F 7t (2017812831H : A
K#®2o7,561F L) MEREETE
?Eﬁ o

(6) HM2018F6H30H  REEAAR
#400,000F 7T (20174F12A31H8 :
ARBZT) NEHRFREERER
SRITIE TR o

=]

MR2018F6A30H ' "EEMBLET A
#H#6,012%2 (20175128318 : 6,441
%) - AEEeTHHEETHEG RE
AEENRBERTEEFTMREF - B
HEAFHEII  BREHLEZIHMEFNBIE
HERE BIAREETE - BBEEER
KB HERT & o
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ELEREBMVBRENTERER
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Foreign Currency Risk

We are exposed to transactional currency risk. Such risk arises
from sales or procurement by operating units in currencies other
than its functional currency. As a result, we are exposed to
fluctuations in the exchange rate between the functional currencies
and foreign currencies. During the Period under Review, the Group
had entered into several forward currency contracts in place to
hedge the foreign exchange exposure and did not experience
any material difficulties or negative impacts on our operations or
liquidity as a result of fluctuations on currency exchange rates.

Commodity Price Risk

We are exposed to fluctuations in the prices of raw materials
which are influenced by global as well as regional supply and
demand conditions. Fluctuations in the prices of raw materials
could adversely affect our financial performance. We did not enter
into any commodity derivative instruments to hedge the potential
commodity price changes.

Liquidity Risk

We monitor our risk of having a shortage of funds by considering
the maturity of our financial instruments, financial assets and
liabilities and projected cash flows from operations. Our goal
is to maintain a balance between continuity and flexibility of
funding through the use of bank loans and other interest-bearing
loans. Our Directors have reviewed our working capital and
capital expenditure requirements and determined that we have no
significant liquidity risk.
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Credit Risk

Our major credit risk arises from exposure to a substantial number
of trade and bills receivables, deposits and other receivables from
debtors. We have policies in place to ensure that the sales of
products are made to customers with an appropriate credit limit,
and we have strict control over credit limits of trade receivables.
Our cash and short-term deposits are mainly deposited with
registered banks in Mainland China and Hong Kong. We also
have policies that limit our credit risk exposure to any financial
institutions. The carrying amounts of trade and bills receivables,
deposits and other receivables, cash and cash equivalents and
short-term deposits included in the condensed consolidated
statement of financial position represent our maximum exposure
to credit risk in relation to our financial assets. We have no other
financial assets which carry significant exposure to credit risk. In
2017, we entered into a number of one-year insurance contracts
with China Export & Credit Insurance Corporation, which covered
90% uncollectible receivables from international sales between
the period from 1 December 2017 to 30 November 2018 with a
maximum compensation amount of US$35,000,000 (equivalent to
approximately RMB228,697,000). We purchased such insurance
in order to minimise our exposure to credit risk as we expand our
business. We plan to renew such insurance contracts when they
become due. For exposure to credit risk arising from domestic
sales, we take the approach of requiring the customers to provide
relevant physical collateral to cover the credit risk arising from
domestic sales if necessary.
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Interests and Short Positions of Substantial
Shareholders in the Shares and Underlying
Shares

As at 30 June 2018, so far as the Directors and chief executives
of the Company are aware, the following shareholders (other than
Directors or chief executives of the Company) had 5% or more
interests or short positions in the issued shares and underlying
shares of the Company which were recorded in the register
required to be maintained by the Company pursuant to Section
336 of the SFO:

FTERRREOREERSG 2
BaERAR

R2018F6H30R AR A EE k&
SITBRABMA  BREBE(EFRBARR
By EIGIEMEFENETERREL LM
BN TIIRE GERRBESZEH&ZST
BAB) RAARE TGN REER G
FHEAS% A SRR ¢

Percentage
Number of shares or of the total
Name of shareholder Nature of interests Class of shares underlying shares issued shares
HERTRH
RRE®E EEtE R4 5l ROZEEROHEE  BENEIN
Elec-Tech International (H.K.) Beneficial owner Ordinary shares 870,346,000 (L) (Note 1) 24.30%
Company Limited ERBEAA Lak (Hizt1)
BREEER (54) BRAA
ETIC Interest of corporation Ordinary shares 870,346,000 (L) (Note 2) 24.30%
e controlled by the Tak (Hizt2)
substantial shareholders
FZREMEFIN AN ER
Haitong International Security interest in Shares Ordinary shares 870,346,000 (L) (Note 3) 24.30%
Credit Company Limited Bin R E Tak (Hr##3)
Haitong International Interest of corporation Ordinary shares 870,346,000 (L) (Note 3) 24.30%
Securities Group Limited controlled by the LRR (H1:23)
substantial shareholders
FEZREMEHNEENER
Haitong International Interest of corporation Ordinary shares 870,346,000 (L) (Note 3) 24.30%
Holdings Limited controlled by the TEk (H#3)

substantial shareholders

TERRAEH LB ES
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Percentage
Number of shares or of the total
Name of shareholder Nature of interests Class of shares underlying shares  issued shares
RERTRH
REAH BEitE R 5l ROIEEROEE  BEMNEIN
Haitong Securities Co., Ltd. Interest of corporation Ordinary shares 870,346,000 (L) (Note 3) 24.30%
controlled by the TEk (Hiz3)
substantial shareholders
FERRAEHNEBN R
Guoyuan Investment Fund Series SPC Beneficial owner Ordinary shares ~ 649,350,649(L) (Note 4) 18.13%
(Acting on behalf of Guoyuan Global EREEA Lak (Hizt4)
Income Fund Segregated Portfolio)
Guoyuan Investment Fund Series SPC
(& Guoyuan Global Income Fund
Segregated Portfoliof7)
Schneider Electric Asia Pacific Limited Beneficial owner Ordinary shares 288,371,000 (L) 8.056%
ERBAA LR
Schneider Electric Industries SAS Interest of corporation Ordinary shares 288,371,000 (L) (Note 5) 8.05%
controlled by the TEk (Hizt5)
substantial shareholders
FERRAEHN LB R
Schneider Electric SE Interest of corporation Ordinary shares 288,371,000 (L) (Note 5) 8.05%
controlled by the TEk (Hiz25)
substantial shareholders
FERRAEHNEBN R
YE Yong Beneficial owner Ordinary shares 270,227,000 (L) 7.54%
5 ERBEEA ERR
Spouse’s interest Ordinary shares 7,438,000 (L) (Note 6) 0.21%
ELBa R Liak (Hiite)
OP Financial Investments Limited Security interest in Shares Ordinary shares 213,887,000 (L) 5.97%
R e REE S Tak
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Notes:

(L) represents long position.

These shares are held by Elec-Tech International (H.K.) Company
Limited. As Elec-Tech International (H.K.) Company Limited is a
wholly-owned subsidiary of ETIC, ETIC is deemed to be interested
in all these shares.

Haitong International Credit Company Limited has a security interest
in these shares. As Haitong International Credit Company Limited
is a wholly-owned subsidiary of Haitong International Finance
Company Limited, which in turn is a wholly-owned subsidiary
of Haitong International (BVI) Limited, which is a wholly-owned
subsidiary of Haitong International Securities Group Limited,
62.43% interest of Haitong International Securities Group Limited
is held by Haitong International Holdings Limited, and which is a
wholly-owned subsidiary of Haitong Securities Co., Ltd., Haitong
Securities Co., Ltd., Haitong International Holdings Limited and
Haitong International Securities Group Limited are deemed to be
interested in these shares.
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4. These shares represent the maximum number of shares to be
issued and allotted upon exercise in full of the conversion rights
attaching to the convertible bonds issued by the Company pursuant
to the subscription agreement dated 20 May 2016 and amendment
deed dated 4 May 2018 entered into between the Company and
Guoyuan Investment Fund Series SPC (acting on behalf of Guoyuan
Global Income Fund Segregated Portfolio).Guoyuan Investment
Fund Series SPC (acting on behalf of Guoyuan Global Income Fund
Segregated Portfolio) has exercised the conversion rights and has
been allotted 649,350,649 ordinary shares on 13 August 2018.

(5. These shares are held by Schneider Electric Asia Pacific Limited.
As Schneider Electric Asia Pacific Limited is a wholly-owned
subsidiary of Schneider Electric Industries SAS, which in turn is
a wholly-owned subsidiary of Schneider Electric SE, Schneider
Electric Industries SAS and Schneider Electric SE are deemed to
be interested in these shares.

6. As these shares are held by Ms. GAO Xia, the spouse of Mr. YE
Yong, Mr. YE Yong is deemed to be interested in these shares.

Save as disclosed above, as at 30 June 2018, so far as the
Directors are aware, no other person (except the Directors and
chief executives of the Company) or corporation had 5% or more
interests or short positions in the shares and underlying shares of
the Company which were recorded in the register required to be
maintained by the Company pursuant to Section 336 of the SFO.

Disclosure of Interests
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Interests and Short Positions of Directors and
Chief Executives in the Shares, Underlying
Shares and Debentures

As at 30 June 2018, none of the Directors or chief executives of the
Company have or are deemed to have interests or short positions
in the shares, underlying shares or debentures of the Company and
its associated corporations (within the meaning of Part XV of the
SFO) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken
or deemed to have under such provisions of the SFO), or recorded
in the register required to be maintained pursuant to Section 352
of Part XV of the SFO, or which were otherwise required to be
notified to the Company and the Stock Exchange pursuant to the
provisions of the Model Code.

Controlling Shareholders

During the Period under Review, the Company did not have any
controlling shareholder.
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Share Option Scheme

A share option scheme (the “Share Option Scheme”) was
conditionally approved and adopted at an extraordinary general
meeting held on 27 April 2010. The purpose of the Share Option
Scheme is to provide the Company with a means of incentivising
and retaining employees, encouraging employees to work towards
enhancing the value of the Company and promoting the long-term
growth of the Company. This scheme will link the value of
the Company with the interests of the participants, enabling
participants and the Company to develop together and promoting
the Company’s corporate culture. The Directors may, at their
discretion, invite any Directors (including executive Directors,
non-executive Directors and independent non-executive Directors),
employees and advisors, consultants, distributors, contractors,
contract manufacturers, agents, customers, business partners
and service providers of any member of the Group who the Board
considers, in its sole discretion, have contributed or will contribute
to the Group to participate in the Share Option Scheme. The period
within which the options must be exercised shall be determined
by the Directors at the time of grant and such period must expire
no later than 10 years from the date when the Board resolves to
make the offer of options to the grantees. All outstanding options
shall lapse when the grantee is dead or retired, the employment of
the grantee ceases or where the grantee is no longer an employee
of the Group.
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The maximum number of shares which may be issued upon
exercise of all options to be granted under the Share Option
Scheme or any other share option schemes adopted by the
Company shall not exceed 10% (the Company may refresh the
10% limit in certain conditions) of the aggregate of the shares in
issue on the listing date or 30% of the shares in issue from time
to time. The total number of shares issued and to be issued upon
exercise of the options granted to each participant under the
Share Option Scheme or any other share option scheme adopted
by the Company in any 12-month period must not exceed 1%
of the shares in issue. Any further grant of options which would
result in the number of shares issued as aforesaid exceeding
the said 1% limit requires shareholders’ prior approval with the
relevant participant and his associates abstaining from voting. At
the time of grant of the options, our Company may specify any
minimum period(s) for which an option must be held before it can
be exercised. The Share Option Scheme does not contain any
such minimum period.

The subscription price for the shares granted under the options
shall be no less than the highest of (a) the closing price of the
shares as stated in the daily quotation sheet issued by the Stock
Exchange on the date of grant; (b) the average closing price of the
shares as stated in the daily quotation sheets issued by the Stock
Exchange for the five Stock Exchange business days immediately
preceding the date of grant; and (c) the nominal value of a share
upon its issue. The amount payable by a grantee on acceptance of
a grant of options is US$1. The Share Option Scheme will expire
on the date of the tenth anniversary of the adoption of the Share
Option Scheme. Further details of the Share Option Scheme are
set out in the prospectus of the Company dated 7 May 2010.

During the Period under Review, no option has been granted under
the Share Option Scheme.
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Pre-IPO Share Option Scheme

The Company adopted the pre-IPO share option scheme (the
“Pre-IPO Share Option Scheme”) approved by the Board on 15
October 2006 and amended on 23 December 2009 and 24 March
2010. The purpose of the Pre-IPO Share Option Scheme is to
assist the Company in attracting, retaining and motivating key
employees, Directors, consultants and strategic suppliers. The
aggregate number of shares subject to the Pre-IPO Share Option
Scheme is 240,429,000 shares, representing 8.11% of the issued
share capital of the Company following the initial public offering.

Options have been granted under the Pre-IPO Share Option
Scheme and shall expire no later than 10 years from the date
the Board resolves to make the offer of options to the grantees.
Options granted to grantees under the Pre-IPO Share Option
Scheme shall vest immediately to the grantees, or vest to the
grantees at a rate not more than 25% of each such grant for each
year commencing from the date when the grantees can exercise
such options granted to them. The exercise price of these share
options was determined by the Board with reference to the market
value of the Company’s ordinary shares and the Company’s equity
value.
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In the event that the Board allows a grantee to exercise an option
granted under this Pre-IPO Share Option Scheme by delivering
shares previously owned by such grantee and unless otherwise
expressly provided by the Board, any shares delivered which
were initially acquired by the grantee from the Company (upon
exercise of a share option or otherwise) must have been owned
by the grantee at least six months as at the date of delivery. The
Company will not be obligated to deliver any shares unless and
until it receives full payment of the exercise or purchase price
and any related withholding obligations and any other conditions
to exercise or purchase have been satisfied. Unless otherwise
expressly provided, the Board may at any time eliminate or limit a
grantee’s ability to pay the purchase or exercise price of any option
granted under this Pre-IPO Share Option Scheme by any method
other than cash payment to the Company. The Board may take all
actions necessary to alter the method of option exercise and the
exchange and transmittal of proceeds with respect to grantees
who reside in the PRC with no permanent residency in a country
other than the PRC in order to comply with applicable PRC foreign
exchange and tax regulations. Further details of the Pre-IPO Share
Option Scheme are set out in the prospectus of the Company
dated 7 May 2010.

As at 30 June 2018, there was no outstanding share options
granted under the pre-IPO Share Option Scheme.

During the Period under Review, out of the share options granted
under the Pre-IPO Share Option Scheme, none of the share
options were exercised, cancelled or lapsed.
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Corporate Governance and Other Information

Corporate Governance

The Directors are of the opinion that, during the Period under
Review, the Company had complied with the principles and codes
provisions set out in the Code, except for the following code
provisions. Code Provision A.2.1 requires that the role of chairman
and chief executive officer should be separate and should not be
performed by the same person. Given that Mr. WANG Donglei
assumed the roles of both chairman and chief executive officer,
the Company deviated from this code provision. Mr. WANG
Donglei is the chairman and general manager of ETIC, which is the
controlling corporation of the largest shareholder of the Company,
Elec-Tech International (H.K.) Company Limited. Mr. WANG
Donglei has many years of experience in product research and
development, manufacturing and business management. The dual
role arrangement provides strong and consistent market leadership
and is critical for efficient business planning and decision making
of the Company. As all major decisions are made in consultation
with members of the Board and its other relevant committees,
and there are four Independent Non-executive Directors on the
Board offering independent perspectives, the Board is therefore
of the view that there are adequate safeguards in place to ensure
sufficient balance of powers within the Board. The Board will also
continue to review and monitor the practices of the Company for
the purposes of complying with the Code and maintaining a high
standard of corporate governance practices of the Company. Save
as disclosed above, the Company had fully complied with the
principles and code provisions as set out in the Code.

Besides, Ms. YANG Jianwen has resigned as a Non-executive
Director, with effective from 22 March 2018. Therefore, she
ceased to be a member of the audit committee and a member
of the independent investigations committee of the Company.
Following her resignation, the audit committee of the Company
consisted of two members only, which resulted in the Company’s
non-compliance with Rule 3.21 of the Listing Rules. Moreover,
the Company failed to appoint appropriate member to the
audit committee of the Company within three months after the
resignation of Ms. YANG Jianwen, which also resulted in the
Company’s non-compliance with Rule 3.23 of the Listing Rules.
On 16 July 2018, the Board appointed Independent Non-executive
Director Mr. SU Ling as a member of the audit committee of the
Company. Accordingly, the Company was in compliance with
requirements of Rules 3.21 and 3.23 of the Listing Rules.
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Corporate Governance and Other Information

TEEBRHEMER

Model Code for Securities Transactions

The Company has adopted the Model Code as its code of conduct
regarding directors’ securities transactions. Specific enquiry has
been made to all Directors, and all the Directors have confirmed
that they had complied with all relevant requirements as set out in
the Model Code during the Period under Review.

Risk Management and Internal Controls

The Board continuously oversees the Group’s risk management
and internal control systems on an ongoing basis. During the
Period under Review, the Board, through the audit committee
of the Company, conducted a review of the effectiveness of the
internal control system of the Group, including the adequacy of
resources, staff qualifications and experience, training programmes
and budget of the Group’s accounting and financial reporting
function.

The Company has established internal audit systems including the
internal audit department and the risk control department to review
and improve the Group’s internal control measures and oversee
the measures to be implemented effectively. They all report directly
to the chief executive officer. It is complementary to the duties of
the external auditor and plays an important role in the Company’s
internal governance.

After receiving the confirmation from the management to the
Board regarding the effectiveness of these systems, the Board is
of the view that the Group’s risk management and internal control
systems are well-established, effective and adequate.
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Corporate Governance and Other Information

Audit Committee

The Company established an audit committee (the “Audit
Committee”) in compliance with the Listing Rules with written
terms of reference. The primary duties of the Audit Committee
include maintaining relationship with the auditor of the Group,
reviewing financial information of the Group, supervising the
financial reporting system, risk management and internal control
system of the Group, and the duties of corporate governance
designated by the Board. During the Period under Review, Ms.
YANG Jianwen has resigned as Non-executive Director with effect
from 22 March 2018. Therefore, she ceased to be a member of
the Audit Committee. On 16 July 2018, Mr. SU Ling has been
appointed as a member of the Audit Committee by the Board.
Currently, the Audit Committee consists of three members, namely,
Independent Non-executive Director Mr. LEE Kong Wai, Conway,
Independent Non-executive Director Mr. WANG Xuexian and
Independent Non-executive Director Mr. SU Ling, respectively.
Mr. LEE Kong Wai, Conway has been appointed as the chairman
of the Audit Committee. The Audit Committee has reviewed and
discussed the interim results for the Period under Review.

Remuneration Committee

The Company established a remuneration committee (the
“Remuneration Committee”) in compliance with the Listing
Rules with written terms of reference. The primary duties of
the Remuneration Committee include reviewing and making
recommendations to the Board on the remuneration packages
of individual Executive Directors and senior management, the
remuneration policy and structure for all Directors and senior
management, and establishing transparent procedures for
developing such remuneration policy and structure to ensure
that no Director or any of his/her associates will participate in
deciding his/her own remuneration. Currently, the Remuneration
Committee consists of three members, namely, Non-executive
Director Mr. LI Wei, Independent Non-executive Director Mr.
LEE Kong Wai, Conway and Independent Non-executive Director
Mr. WEI Hongxiong, respectively. Mr. WEI Hongxiong has been
appointed as the chairman of the Remuneration Committee.
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Corporate Governance and Other Information

DREAREMER

Nomination Committee

The Company established a nomination committee (the
“Nomination Committee”) in compliance with the Code with
written terms of reference. The primary duties of the Nomination
Committee include reviewing the Board composition, developing
and formulating relevant procedures for the nomination and
appointment of Directors, making recommendations to the Board
on the appointment and succession planning of Directors, and
assessing the independence of Independent Non-executive
Directors. Currently, the Nomination Committee consists of
three members, namely, Executive Director Mr. WANG Donglei,
Independent Non-executive Director Mr. LEE Kong Wai, Conway
and Independent Non-executive Director Mr. WEI Hongxiong,
respectively. Mr. WANG Donglei has been appointed as the
chairman of the Nomination Committee.

Strategy and Planning Committee

The Company established a strategy and planning committee (the
“Strategy and Planning Committee”) under the Board with written
terms of reference. The primary duty of the Strategy and Planning
Committee is to propose and formulate the strategic development
plan of the Company for the Board’s consideration. Currently,
the Strategy and Planning Committee consists of four members,
namely, Executive Director Mr. WANG Donglei, Executive Director
Mr. XIAO Yu, Non-executive Director Mr. LI Wei and Independent
Non-executive Director Mr. WANG Xuexian, respectively. Mr.
WANG Donglei has been appointed as the chairman of the Strategy
and Planning Committee.
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Corporate Governance and Other Information

Independent Investigations Committee

To advance the internal investigations into matters involving
Mr. WU Changjiang, the former Executive Director and Chief
Executive Officer of the Company, the Company has established
an independent investigations committee (the “Independent
Investigations Committee”) under the Board. The Independent
Investigations Committee has been authorised by the Board
to exercise powers and perform duties on behalf of the Board
in relation to the conduct of the investigations into, among
other things, the alleged wrongdoing of Mr. WU Changjiang. The
Independent Investigations Committee has also been authorised to
consider and make recommendations to the Board with respect to
any potential proceedings arising from the internal investigations.
In connection with the Company’s investigations of the alleged
wrongdoing of Mr. WU Changjiang, the Independent Investigations
Committee has instructed a third-party service provider to conduct
a forensic review of related irregularities and an internal controls
assessment of the Company and its key subsidiaries. The forensic
review and internal controls assessment has been completed.
Please refer to the announcements of the Company dated 17
July 2015 and 17 September 2015 for details. During the Period
under Review, Ms. YANG Jianwen has resigned as Non-executive
Director with effect from 22 March 2018. Therefore, she ceased
to be a member of the Independent Investigations Committee.
Currently, the Independent Investigations Committee consists
of three members, namely, Independent Non-executive Director
Mr. LEE Kong Wai, Conway, Independent Non-executive Director
Mr. WEI Hongxiong and Independent Non-executive Director Mr.
WANG Xuexian, respectively.
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Corporate Governance and Other Information
TEERRAEMER

Appointment and Resignation of Directors and EBEEFZ£ N ERSE
Change in Directors’ Information

From 1 January 2018 to the date of this report, the appointment BH2018F1 A1 EA{KE 7 H » &AAQ T

and resignation of Directors and changes in the Directors’ TEZ(T « BHIREREE B RMT ¢
information of the Company are as follows:

Ms. YANG Jianwen has resigned as Non-executive Director, a BENLZITEHITIERTTESES B2 S
member of the Audit Committee and a member of the Independent @k 8 RSBV ABEEZE @K E - H2018
Investigations Committee, with effect from 22 March 2018. FEI3H22B AR ©

Mr. SU Ling has been appointed as a member of the Audit ZfsErEEZTAESIZEZTE=KE -
Committee, with effect from 16 July 2018. 2018F7 A16HRAER °

il

Purchase, Sale or Redemption of the i s HESRKEBEAXAT LT
Company’s Listed Securities &5

Neither the Company nor its subsidiaries had purchased, sold or  [E|EEHR A @ AN &) 3 H (F 0] Bt B A 5] 4

redeemed any of the Company’s listed securities during the Period — 4EE# 0] « 4 & g & [0 A A 5 {E{A] F &
under Review. 5 o

Interim Dividend AR AR B

The Board proposed not to declare an interim dividend for the six & = @ {2 3% 1~k X & £2018F6 A30H
months ended 30 June 2018. LF6REA 2 EIRR B ©
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Report on Review of Interim Condensed Consolidated

Financial Statements

AR S O IR RFRB RS

IBDO

www.bdo.com.hk

% : +852 2218 8288
S5 : +852 2815 2239

www.bdo.com.hk

To the Board of Directors of NVC LIGHTING HOLDING LIMITED
(Incorporated in the Cayman Islands with limited liability)

Introduction

We have reviewed the interim condensed consolidated financial
statements set out on pages 68 to 156, which comprise the
condensed consolidated statement of financial position of NVC
Lighting Holding Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) as of 30 June 2018 and
the related condensed consolidated statement of profit or loss,
condensed consolidated statement of comprehensive income,
condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six
months then ended, and a summary of significant accounting
policies and other explanatory notes (the “interim condensed
consolidated financial statements”). The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof
and International Accounting Standard 34, “Interim Financial
Reporting” (“IAS 34”) issued by the International Accounting
Standards Board. The directors are responsible for the preparation
and presentation of the interim condensed consolidated financial
statements in accordance with |IAS 34. Our responsibility is to
express a conclusion on the interim condensed consolidated
financial statements based on our review. This report is made
solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

Tel : +852 2218 8288
Fax: +852 2815 2239

25% Floor Wing On Centre
111 Connaught Road Central

Hong Kong
HETHERI15E
KEAD2518

BELTRAZRERARNESS
(R SHSZTME LA ERLF])

—
e

R BN FESEF156E < HifS
BAMHMBERE  BEELRBERSE
RAR ([EAF])) REWB AR (58
[E5 B |) R2018%F6 A30H KRR & 6
Bk ER  ARBZEZBIL6@AMNE
BHEHfIEER  BHAMHZERAR
HRAHEZZEHRLEBREHRST
EX URFESHHREMEME M
BB E R ([FRERSRA IS mEK]) o
BERBERZMBRRARESR LMRA
EREBP P BERNREEAREE
HEAGXRERBEBR ST ENEZEESM
EZ BB g st £ R 345 [ BIE 75
WA (BB S ERIE345]) T AR
. BERAEEZCHEAEREEES
SR SE345% 4R BLF1 2 71 52 % HAfE AP
EHMBHRE - BANEEAREEE
MER HZSPHEBPAHATERE
EH &R YIREEHTEMZEERK -
Em BRA (EA—EEE) REARR
Ho Rz BIEEAE A o FKPIBE
TERARENABTRAETMEMALTE
BERERLT -

B RPRRERAT 20184t L @



Report on Review of Interim Condensed Consolidated

Financial Statements

AR S O B RRFH RS

Scope of Review

Except as explained in the “Basis for Qualified Conclusion”
paragraphs below, we conducted our review in accordance with
Hong Kong Standard on Review Engagements 2410, “Review of
Interim Financial Information Performed by the Independent Auditor
of the Entity” issued by the Hong Kong Institute of Certified Public
Accountants. A review of interim financial information consists
of making inquiries, primarily of persons responsible for financial
and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit
conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit
opinion.

Basis for Qualified Conclusion

(@) Impairment of other receivables and uncertainties
relating to financial guarantee contracts

As set out in Note 19 to the interim condensed consolidated
financial statements, a subsidiary of the Company (the
“Subsidiary”) entered into several pledge and guarantee
agreements in 2013 and 2014 (the “Pledge and Guarantee
Agreements”) with certain banks in the People’s Republic
of China (the “PRC”), providing guarantees to the banks for
their loan facilities granted to certain borrowers. Counter
guarantees were provided by one of the borrowers of the
bank loans (the “Borrower”) to the Group. During 2014,
aggregate pledged time deposits of RMB550,924,000 of the
Subsidiary had been withdrawn by the banks due to default
of the bank loans under the guarantees of the Subsidiary.
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Report on Review of Interim Condensed Consolidated

Financial Statements

AR S O IR RFRB RS

Basis for Qualified Conclusion (continued)

(@)

Impairment of other receivables and uncertainties
relating to financial guarantee contracts (continued)

The Group initiated legal actions to claim the counter
guarantees provided by the Borrower. The directors are
of the opinion that an amount of RMB265,564,000 (the
“Recoverable Amount”) is recoverable. Therefore, other
receivables of RMB550,924,000 due from the Borrower
were included in “Prepayments, deposits and other
receivables” in the consolidated statement of financial
position as at 31 December 2014 and a provision for
the irrecoverable amount of RMB285,360,000 had been
recognised in profit or loss for the year ended 31 December
2014. There was no subsequent reversal of the provision or
further provision recognised. As at 31 December 2017 and
30 June 2018, the other receivables of RMB550,924,000
and provision thereon of RMB285,360,000 were included in
“Prepayments, deposits and other receivables” as detailed
in Note 15 to the interim condensed consolidated financial
statements.

As set out in Note 19 to the interim condensed consolidated
financial statements, the Subsidiary also entered into
guarantee agreements with another PRC bank in 2013 (the
“Guarantee Agreement 1”) and a PRC finance company in
2014 (the “Guarantee Agreement 2”) respectively, providing
guarantees to the PRC bank and the PRC finance company
for their loan facilities granted to their borrowers. The
outstanding loans of RMB35,497,000 and RMB34,000,000
in relation to the Guarantee Agreements 1 and 2 were in
default in 2015 and 2014 respectively. The PRC bank and
the PRC finance company took legal actions against the
respective borrowers and the guarantors (including the
Borrower and the Subsidiary as guarantors) to recover the
loan balances and interests.
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Report on Review of Interim Condensed Consolidated
Financial Statements

AR S O B RRFH RS

Basis for Qualified Conclusion (continued)

(@)

Impairment of other receivables and uncertainties
relating to financial guarantee contracts (continued)
For the Guarantee Agreement 1, according to the first
court judgement in 2016 and the final court judgement in
2017, the Subsidiary is adjudicated to be jointly liable for
the payment to the PRC bank of the outstanding loan, plus
interest and costs. The Subsidiary has filed application of
retrial of the PRC court judgements and the commencement
thereof was accepted by the PRC court in January 2018,
but the application was subsequently rejected according
to the court judgement received by the Subsidiary in May
2018.

For the Guarantee Agreement 2, according to the first court
judgement in 2016 and the final court judgement in 2017,
the Subsidiary is adjudicated to be jointly liable for the
payment to the PRC finance company of the outstanding
loan, plus interest and costs.

The Subsidiary is in the process of applying for protests
of the PRC court judgements in relation to Guarantee
Agreements 1 and 2. Accordingly, the Group is of the
view that the legal proceedings in relation to Guarantee
Agreements 1 and 2 are still in progress notwithstanding the
respective final court judgements and the rejection of the
application of retrial in relation to Guarantee Agreement 1.

The directors, with reference to legal opinions obtained
and other factors, consider that the likelihood of the Group
sustaining losses from the Guarantee Agreements 1 and 2
is remote as it is considered that the loans had sufficient
underlying securities including the Borrower’s guarantees
and the Subsidiary is only one of the guarantors for the
loans. As a result, the directors considered that no provision
thereon is considered necessary as at 31 December 2017
and 30 June 2018.
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Report on Review of Interim Condensed Consolidated

Financial Statements

AR S O IR RFRB RS

Basis for Qualified Conclusion (continued)

(@)

Impairment of other receivables and uncertainties
relating to financial guarantee contracts (continued)

However, the legal proceedings in relation to the Pledge
and Guarantee Agreements according to the official legal
documents received by the Subsidiary are still in progress
and we are not able to obtain sufficient evidence to assess
the likelihood of successfully applying for the protests of
the PRC court judgements by the Subsidiary in relation
to Guarantee Agreements 1 and 2 and the likely outcome
of such protests of the PRC court judgements, and we
are not able to obtain sufficient evidence to ascertain the
above management assessment. Accordingly, we are not
able to assess the likely outcome of the legal proceeding in
respect of the amount that the Group would recover from
the Borrower’s assets as determined by the court and the
amount ultimately to be recovered from the Borrower in
connection with the Pledge and Guarantee Agreements,
and to determine if any provision arising from the Guarantee
Agreements 1 and 2 is necessary. As a result, we are not
able to ascertain the recoverability of the Recoverable
Amount due from the Borrower and any provision for the
Guarantee Agreements 1 and 2 as at 30 June 2018 should
be recognised. Together with other limitation on the scope
of our work, our audit opinion on the Company’s annual
consolidated financial statements for the year ended 31
December 2017 was qualified in this respect.

Any adjustments to the Recoverable Amount due from
the Borrower and any provision to be recognised as at
31 December 2017 and 30 June 2018 in respect of the
Guarantee Agreements 1 and 2 would have a consequential
impact on the Group’s net assets as at 31 December 2017
and 30 June 2018, and the Group’s financial performance
for the six months ended 30 June 2018. Together with other
limitation on the scope of our work, our review conclusion
on the Company’s interim condensed consolidated financial
statements for the six months ended 30 June 2017 was also
qualified in this respect.
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Report on Review of Interim Condensed Consolidated
Financial Statements

AR S O B RRFH RS

Basis for Qualified Conclusion (continued)

(@)

(b)

Impairment of other receivables and uncertainties
relating to financial guarantee contracts (continued)

Had we been able to complete our review procedures,
matters might have come to our attention indicating that
adjustments might be necessary to the interim condensed
consolidated financial statements.

Provision for loss on financial guarantee contract

As set out in Note 19 to the interim condensed consolidated
financial statements, in addition to the agreements as
mentioned in the above paragraphs, the Subsidiary entered
into a guarantee agreement (the “Guarantee Agreement 3”)
with a PRC bank in 2014, providing guarantee to the bank
for a loan facility granted to its borrower. The bank loan was
in default in 2014 and the bank took legal actions against
the borrower and the guarantors (including the Subsidiary)
to recover the bank loan balance and interest. A court order
was issued to freeze assets of the guarantors (including
the Subsidiary) in the amount of RMB62,000,000. As a
result of the court order, bank balance of the Subsidiary
in the amount of RMB55,396,000 had been frozen by the
bank in 2014. According to the first court judgement in
2016 and the final court judgement in 2017, the Subsidiary
is adjudicated to be jointly liable for the payment to the
PRC bank of RMB60,000,000, plus interest and costs. In
February 2017, the frozen bank balance of the Subsidiary
was withdrawn by the court for the purpose of settlement
of the claim by the PRC bank. During 2017, the Subsidiary
filed an application of retrial of the PRC court judgements
in relation to Guarantee Agreement 3 which was rejected
by the PRC court. During 2017, the Subsidiary filed an
application of protest of the PRC court judgements and
the commencement of related legal proceedings has been
accepted by the PRC court in March 2018. The related
outcome of the protest according to the official legal
documents received by the Subsidiary is pending as of the
date of approval of the interim condensed consolidated
financial statements.
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Report on Review of Interim Condensed Consolidated

Financial Statements

AR S O IR RFRB RS

Basis for Qualified Conclusion (continued)

(b)

Provision for loss on financial guarantee contract
(continued)

Accordingly, the Group is of the view that the legal
proceeding is still in progress notwithstanding the final court
judgement and the rejection of the application of retrial. As
at 31 December 2017 and 30 June 2018, the withdrawn
amount of RMB55,396,000 was included in “Prepayments,
deposits and other receivables” as detailed in Note 15 to
the interim condensed consolidated financial statements.

The directors, with reference to legal opinion obtained and
other factors, consider that the likelihood of the Group
sustaining losses from the guarantee is remote as it is
considered that the bank loan had sufficient underlying
securities and the Subsidiary is only one of the guarantors
for the bank loan. The directors believe that the withdrawn
bank balance will be fully recovered upon the conclusion of
the protest of the PRC court judgements and no provision
on the withdrawn amount is considered necessary as at
31 December 2017 and 30 June 2018. In addition, the
directors are of the opinion that no provision on any shortfall
between the amount to be ultimately settled by the Group
under the Guarantee Agreement 3 and the Subsidiary’s
withdrawn bank balance is considered necessary as at 31
December 2017 and 30 June 2018.
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Report on Review of Interim Condensed Consolidated
Financial Statements

AR S O B RRFH RS

Basis for Qualified Conclusion (continued)

(b)

Provision for loss on financial guarantee contract
(continued)

However, as the legal proceeding is still in progress, we are
not able to obtain sufficient evidence to assess the likely
outcome of the legal proceeding in respect of whether the
Subsidiary is jointly liable for the payment to the PRC bank
of RMB60,000,000 and accordingly whether and to what
extent the Group would recover the withdrawn amount
from the court, and we are not able to obtain sufficient
evidence to ascertain the above management assessment.
Accordingly, we are not able to ascertain whether any
provision on the withdrawn amount as at 30 June 2018, and
any shortfall between the amount to be ultimately settled
by the Group under the Guarantee Agreement 3 and the
Subsidiary’s withdrawn amount is required to be made as at
30 June 2018. Together with other limitation on the scope
of our work, our audit opinion on the Company’s annual
consolidated financial statements for the year ended 31
December 2017 was qualified in this respect.

Any provisions that should have been made as at
31 December 2017 and 30 June 2018 would have a
consequential impact on the Group’s net assets as at
31 December 2017 and 30 June 2018, and the Group’s
financial performance for the six months ended 30 June
2018. Together with other limitation on the scope of our
work, our review conclusion on the Company’s interim
condensed consolidated financial statements for the six
months ended 30 June 2017 was also qualified in this
respect.

Had we been able to complete our review procedures,
matters might have come to our attention indicating that
adjustments might be necessary to the interim condensed
consolidated financial statements.
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Report on Review of Interim Condensed Consolidated

Financial Statements

AR S O IR RFRB RS

Qualified Conclusion

Except for the adjustments to the interim condensed consolidated
financial statements that we might have become aware of had it
not been for the situation described in the “Basis for Qualified
Conclusion” paragraphs above, based on our review, nothing has
come to our attention that causes us to believe that the interim
condensed consolidated financial statements are not prepared, in
all material respects, in accordance with IAS 34.

BDO Limited

Certified Public Accountants

Lam Siu Fung

Practising Certificate Number P0O5308

Hong Kong, 24 August 2018
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Condensed Consolidated Statement of Profit or Loss

RS HrRER

Six months ended 30 June

EZ6H30H 1L61E A
2018 2017
20184 20174
RMB’000 RMB’000
FAR® FARE
Notes (Unaudited) (Unaudited)
it (REEX) (RE&EZ)
REVENUE PN & 1,973,936 1,909,663
Cost of sales SHE AN (1,431,285) (1,357,516)
GROSS PROFIT EF 542,651 552,147
Other income and gains E A YA K e 5 131,742 69,879
Selling and distribution costs HERDHEM (179,253) (192,876)
Administrative expenses EEZER (164,753) (170,894)
Other expenses Hith & A (81,579) (19,135)
Finance costs 81758 6 (25,751) (21,279)
Share of results of associates NG 3,110 6,428
PROFIT BEFORE INCOME TAX 4 A A8 4 226,167 224,270
Income tax Fris®i 7 (124,526) (65,217)
PROFIT FOR THE PERIOD ZNHA R 101,641 159,053
Attributable to: LATR & 75 FEAf -
Owners of the parent ISYNECIEFEDN 91,851 148,157
Non-controlling interests FEF MRS 9,790 10,896
101,641 159,053
EARNINGS PER SHARE BAREBRRESZES A
ATTRIBUTABLE TO ORDINARY EaERAER
EQUITY HOLDERS OF
THE PARENT
Basic HK 9 2.56 cents 4.53 cents
2.56 7 4.53%
Diluted #E 9 2.56 cents 3.78 cents
2.5670 3.78%

Details of the dividend are disclosed in Note 10 to the interim
condensed consolidated financial statements.

BEMFBEET HEAGHTHRE
BIFE103 EE -
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Condensed Consolidated Statement of Comprehensive Income

RS EEBAR

Six months ended 30 June

PROFIT FOR THE PERIOD

OTHER COMPREHENSIVE INCOME
Items that may be reclassified
subsequently to profit or loss:
Exchange differences on translation
of foreign operations
Fair value gain on financial assets
at fair value through other
comprehensive income/
available-for-sale financial assets,
net of tax

Item that may not be reclassified
subsequently to profit or loss:
Fair value gain on financial assets
at fair value through other
comprehensive income, net of tax

TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD

Attributable to:
Owners of the parent
Non-controlling interests

AHER

HitbZEWA
AR B EF A HE R &M
EH -
BEBIEBELN
PEH EHE
BonBEFARBEZEKA
MEREE FAHHESHE
BEENL/AEERS
(FRBRTEIR)

HETEEFH A HE R A
HH -
BonBEFARBE2EKA

MNEREENAAR BERS
(FNBRTEIR)

FHEEBRAGS

AN & 751G -
SRAHEE A
TR MRS

B Z6H30H 1L6EA
2018 2017
20184 20174
RMB’000 RMB’000
TFARK T AREE
(Unaudited) (Unaudited)
(REBEZ) (REEEZ)
101,641 159,053
(3,881) 9,724
- 100
(3,881) 9,824
7,400 =
3,519 9,824
105,160 168,877
94,378 157,696
10,782 11,181
105,160 168,877
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Condensed Consolidated Statement of Financial Position

A& Hr ISR &R

30 June 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
FARY FARE
Notes (Unaudited) (Audited)
izt (REER) (LEZ)
NON-CURRENT ASSETS FREEE
Property, plant and equipment ME - BENMEE 11 615,170 619,497
Prepaid land lease payments SEU N bz it 12 45,459 46,119
Goodwill (EES 21,161 21,161
Other intangible assets HEmEREE 292,968 294,575
Investments in associates REEE R AR E 55,499 54,5618
Investment in a joint venture RNEEANTIEE 100,000 100,000
Long term investments RAEJIRE 13 229,798 218,026
Deferred tax assets EEF A& E 58,794 52,258
Prepayments for potential acquisitions Y& {E U B = IETE R 2B 25 540,205 =
Prepayments for purchase of property, HEEYWE  WER
plant and equipment RETEMRIE 445,675 429,961
Total non-current assets ERBEESS 2,404,729 1,836,115
CURRENT ASSETS REBEE
Inventories FE 14 519,546 425,384
Trade and bills receivables B 5 MEREEWIR 15 1,091,592 1,092,554
Prepayments, deposits and AR RES R
other receivables B W AR X 15 450,713 397,213
Income tax recoverable TERFTEH 12,184 11,741
Other current assets HMmeh&E 42,625 41,512
Held-for-trading investments BIEEBRE 88,786 88,786
Restricted bank balances and ZIRHIIRITAE R K
short-term deposits SR ERER N 518,019 314,422
Cash and cash equivalents B FIRGEBY 991,040 1,265,589
Total current assets RBEEST 3,714,505 3,637,201
CURRENT LIABILITIES REBEE
Trade and bills payables B 5 REBEAER 16 941,980 820,833
Other payables and accruals HMEMERERRETER 728,292 728,749
Interest-bearing loans FFEEX 17 410,202 24,940
Government grants B4 8 2,012 2,012
Income tax payable FESFTIS T 52,039 34,071
Convertible bonds — AR ES —
derivative component PTET AZ S 18 36,055 11,933
Convertible bonds — liability component  AJ# % &% — & &) 18 - 421,229
Total current liabilities RBEESE 2,170,580 2,043,767
NET CURRENT ASSETS ERBEE 1,543,925 1,593,434
TOTAL ASSETS LESS CURRENT BREERRDEE
LIABILITIES 3,948,654 3,429,549
Continued/...
&
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Condensed Consolidated Statement of Financial Position

B & B A AR 2=

30 June 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
T AR FARK
Note (Unaudited) (Audited)
it (RBERZ) (B2 %)
NON-CURRENT LIABILITIES FRBERE
Government grants BT B 11,120 12,112
Deferred tax liabilities IRIEFHIE A & 140,729 87,208
Convertible bonds AR ES — aEH e
— liability component 18 410,767 -
Total non-current liabilities FRBEBEEE 562,616 99,320
Net assets FEE 3,386,038 3,330,229
EQUITY s
Equity attributable to BAREE AELER
owners of the parent
Issued capital BB 1T A 3 3
Reserves (i 3,287,076 3,212,109
Proposed final dividend EREIRARAKRE - 29,940
3,287,079 3,242,052
Non-controlling interests FE R 2 98,959 88,177
Total equity RS 3,386,038 3,330,229
WANG Donglei XIAO Yu
ITRE =
Director Director
EE EZE
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Condensed Consolidated Statement of Cash Flows

BREHRERER

Six months ended 30 June

B Z6H30H L6fEA
2018 2017
20184 20174
RMB’000 RMB’000
FARY FARM
(Unaudited) (Unaudited)
(REER) (RE&EZ)
Cash flows from operating activities RETHRABEERE
Cash generated from operations KSR E 209,476 143,188
Tax paid BEHIFR (55,346) (51,862)
Net cash flows generated from RETEHBESRETE
operating activities 154,130 91,326
Cash flows from investing activities REZTHFBREARE
Interest received 2 UF S 11,824 13,467
Proceeds from disposal of items of BEEYE  BELREEER
property, plant and equipment K FT1S 3K 2,133 5,689
Prepayments for and purchases of ENEEEYE  BEK
items of property, plant and equipment HiEIE R (58,170) (362,810)
Prepayments for potential acquisitions EEWIEEIETER IR (540,205) =
Acquisition of interest in a subsidiary Wi —RIT B A RS - (263)
Purchases of long term investments BERIRE (100) (255,293)
Investment in an associate R—REE QRN E (5,000) -
Dividend received from an associate WER — KB A Al IR B 9,000 3,000
Additions to other intangible assets AEEMEREE (1,348) (2,696)
(Increase)/decrease in the restricted PR HIERTT 4 R KRR AR E X
bank balances and short term deposits (), wd (203,597) 224,995
Net cash flows used in investing activities REFZEAMARERETEE (785,463) (373,911)
Cash flows from financing activities BMEZTEFERERE
Dividends paid Bk S = (28,749)
New bank loans FIGIRITRER 395,786 15,908
Repayment of bank loans BERITERK (23,955) (222)
Interest paid BERFE (21,087) (17,906)
Proceeds from issuance of ordinary shares BT E BT FIE - 287,766
Net cash flows generated from financing ®BEZHMEHEESREFE
activities 350,744 256,801
Net decrease in cash and cash equivalents RekReFEWR L F5E (280,589) (25,784)
Cash and cash equivalents at beginning of HBREE MIESEEY
period 1,265,589 1,160,155
Effect of foreign exchange rate changes, net [ # &) 2/ & %8 6,040 (10,229)
Cash and cash equivalents as stated in REBRRAERRAESHRER
the statement of financial position and FEJNBEERESEEY
cash flows 991,040 1,124,142
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Condensed Consolidated Statement of Changes in Equity

RS RSB R
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Condensed Consolidated Statement of Changes in Equity

RS EES R

Six months ended 30 June 2018

B 220186 H30H 1616 A
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

1.1

Basis of Preparation

These interim condensed consolidated financial statements
of the Group for the six months ended 30 June 2018 (the
“Period under Review”) have been prepared in accordance
with the applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited and International
Accounting Standard 34 (“IAS 34”), “Interim Financial
Reporting” issued by the International Accounting Standards
Board. These interim condensed consolidated financial
statements are presented in Renminbi (“RMB”) and all
values are rounded to the nearest thousand (’000) except
when otherwise indicated.

The accounting policies and basis of preparation used in
the preparation of these interim condensed consolidated
financial statements are the same as those used in the
Group’s annual consolidated financial statements for the
year ended 31 December 2017, except for the adoption
of the new and revised International Financial Reporting
Standards (“IFRSs”) (which also include International
Accounting Standards (“IASs”) and Interpretations) effective
for the first time for periods beginning on or after 1 January
2018. Details of any changes in accounting policies are set
out in Note 1.2 below.

In preparing these interim condensed consolidated financial
statements in compliance with IAS 34, the significant
judgements made by the management in applying the
Group’s accounting policies and the key sources of
estimation uncertainty were the same as those applied to
annual consolidated financial statements for the year ended
31 December 2017 except for new significant judgements
and key sources of estimation uncertainty related to the
application of IFRS 9 and IFRS 15 as set out in Note 1.2
below.

These interim condensed consolidated financial statements
do not include all information and disclosures required in
the Group’s annual consolidated financial statements, and
should be read in conjunction with the Group’s annual
consolidated financial statements for the year ended 31
December 2017.
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures

The new or amended IFRSs that are first effective for the
current accounting period that are relevant to the Group
are described below:

IFRS 9, Financial Instruments
- IFRS 15, Revenue from Contracts with Customers

- IFRIC-Interpretation 22, Foreign Currency
Transactions and Advance Considerations

- Amendments to IAS 28 included in Annual
Improvements to IFRSs 2014-2016 Cycle,
Investments in Associates and Joint Ventures

= Amendments to IFRS 1 included in Annual
Improvements to IFRSs 2014-2016 Cycle, First-time
Adoption of International Financial Reporting
Standards

The impact of the adoption of IFRS 9 Financial Instruments
(see Note 1.2.1 below) and IFRS 15 Revenue from
Contracts with Customers (see Note 1.2.2 below) have been
summarised below. The other new or amended IFRSs that
are effective from 1 January 2018 did not have any material
impact on the Group’s accounting policies.
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Notes to the Interim Condensed Consolidated Financial Statements

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 9”)

(1)

Classification and measurement of financial
instruments

IFRS 9 replaces IAS 39 Financial Instruments:
Recognition and Measurement for annual
periods beginning on or after 1 January
2018, bringing together all three aspects
of the accounting for financial instruments:
(1) classification and measurement; (2)
impairment; and (3) hedge accounting. The
adoption of IFRS 9 from 1 January 2018 has
resulted in changes in accounting policies of
the Group and the amounts recognised in
the interim condensed consolidated financial
statements.
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and 1.2 8 BERBENEX

Disclosures (continued) (%)
1.2.1 IFRS 9 Financial Instruments (“IFRS 97) 1.2.1 B BR B 7% 3R 5 2E R 55955
(continued) ¢RI A ((ERMERE
ZRIEI ) (&)
(i Classification and measurement of financial (i) S ERGTTELHTA
instruments (continued) (%)
The following table summarised the impact, TR B B E E B
net of tax, of the transition to IFRS 9 on the B 7% 3R & 4 Bl 3895
opening balance of retained profits as of 1 HEH =2018F1H1H
January 2018 as follows (increase/(decrease)): BEMNBEBVERD

T E (K FE) (1
m/CrA)) T

RMB’000
FARY
Retained profits BE7FE
Retained profits as at HRR IR EE RO
31 December 2017, 201712 A31HAY
as originally presented B1EAE 1,822,510
Increase in expected credit losses 2 5 RYEE RN TEREEEE
(“ECLs") in trade receivables, ([FEERfEE &) L -
net of tax (Note 1.2.17(ii) below) HRHIE (FXHaE1.2.1(i) (19,411)
Restated retained profits as at 7201841 A1HH
1 January 2018
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Notes to the Interim Condensed Consolidated Financial Statements

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(1)

Classification and measurement of financial
instruments (continued)

IFRS 9 basically retains the existing
requirements in IAS 39 for the classification
and measurements of financial liabilities.
However, it eliminates the previous |AS
39 categories for financial assets of held
to maturity financial assets, loans and
receivables and available-for-sale financial
assets. The adoption of IFRS 9 has no
material impact on the Group’s accounting
policies related to financial liabilities and
derivative financial instruments. The impact
of IFRS 9 on the Group’s classification and
measurement of financial assets is set out
below.
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(1)

Classification and measurement of financial
instruments (continued)

Under IFRS 9, except for certain trade
receivables (that the trade receivables do not
contain a significant financing component in
accordance with IFRS 15), an entity shall,
at initial recognition, measure a financial
asset at its fair value plus, in the case of
a financial asset not at fair value through
profit or loss (“FVTPL”), transaction costs.
A financial asset is classified as: (i) financial
assets at amortised cost (“amortised cost”);
(i) financial assets at fair value through other
comprehensive income (“FVTOCI”); or (iii)
FVTPL. The classification of financial assets
under IFRS 9 is generally based on two
criteria: (i) the business model under which
the financial asset is managed and (i) its
contractual cash flow characteristics (the
“solely payments of principal and interest”
criterion, also known as “SPPI criterion”).

@ NVC LIGHTING HOLDING LIMITED Interim Report 2018

1.2 %ﬁﬁk%&?&ﬁ%ﬁ’ﬂ%ﬂ&

1.2.1 B BR B 7% 3R &5 %E Bl 55958

tRIE ((EREEHRE
#ER|EOR ) (&

() DBERAEZHTA
(&)

1R 5 B R B 75 R 5
Bl BRETE
SEWER(E S E
WER R B ER &R
BR B RS ¥R 45 R 15
FHERNME D)
Sh BRERVIFER
RAZRAABEMNR
5 KA (W &I FE 1%
AREBEAEFTAER
(ZAnEEGAE
wm) WEBMEE) 5
ECHEE-SBE
ENERE: (K& HE
PAS ([#ESHRKAN]) 7T
ENSREE (i)
AABEFAHME
HWA (AR EE
AFAEMAEEBKAL
ME @& E i)k
ANABEGFAEZR -
1R 5 B R B 7S R 5
BIZE0% @ mEE
B KE — AR E A W (&
ER:()ZEETR
B E R S E K K(ii)
HENREMERH
(B AR e RFE]
B TEARMEX

MRS RMBIRE]) -



Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

1.2 Changes in Accounting Policies and 1.2 B B EXRBEENE X

Disclosures (continued) (4=
1.2.1 IFRS 9 Financial Instruments (“IFRS 97) 1.2.1 B BR Bf 7% 3R &5 2E R 55955
(continued) e TR ((ERMERE
ZH|ZEI ) (2)
(i Classification and measurement of financial (i) SERFTETHTA
instruments (continued) (%)

A financial asset is measured at amortised EeREERKRE

cost if it meets both of the following conditions AT & - B30 & 45

and it has not been designated as at FVTPL: EEAAEBEGAE

m AlZemEER
BT -

- It is held within a business model - ZEemEEH
whose objective is to hold financial —EEE®B
assets in order to collect contractual BEERMEE
cash flows; and WlR&aHRE

MEHEBE

XFHEE &
= The contractual terms of the financial - ZEBMEEW
asset give rise on specified dates BHBERRE
to cash flows that meet the SPPI EFHHURES
criterion. RenE M
ZEEREF
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(i) Classification and measurement of financial
instruments (continued)

A debt investment is measured at FVTOCI if it
meets both of the following conditions and it
has not been designated as at FVTPL:

- It is held within a business model
whose objective is achieved by both
collecting contractual cash flows and
selling financial assets; and

- The contractual terms of the financial
asset give rise on specified dates
to cash flows that meet the SPPI
criterion.
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Notes to the Interim Condensed Consolidated Financial Statements

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(1)

Classification and measurement of financial
instruments (continued)

On initial recognition of an equity investment
that is not held for trading, the Group could
irrevocably elect to present subsequent
changes in the investment’s fair value in
other comprehensive income. This election
is made on an investment-by-investment
basis. All other financial assets not classified
at amortised cost or FVTOCI as described
above are classified as at FVTPL. This
includes all derivative financial assets. On
initial recognition, the Group may irrevocably
designate a financial asset that otherwise
meets the requirements to be measured at
amortised cost or FVTOCI at FVTPL if doing
so eliminates or significantly reduces an
accounting mismatch that would otherwise
arise.
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Notes to the Interim Condensed Consolidated Financial Statements

RIHARIEA & O I B IR AR M

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(i) Classification and measurement of financial
instruments (continued)

The following accounting policies would be
applied to the Group’s financial assets as
follows:

FVTPL FVTPL is subsequently measured at fair value.
Changes in fair value, dividends and interest
income are recognised in profit or 0ss.

Amortised Financial assets at amortised cost are
cost subsequently measured using the effective
interest rate method. Interest income, foreign
exchange gains and losses and impairment are
recognised in profit or loss. Any gain on

derecognition is recognised in profit or 10ss.

FVTOCI Debt investments at fair value through other
(dlebt comprehensive income are subsequently
investments) measured at fair value. Interest income

calculated using the effective interest rate
method, foreign exchange gains and losses
and impairment are recognised in profit or
loss. Other net gains and losses are
recognised in other comprehensive income.
On derecognition, gains and losses
accumulated in other comprehensive income
are reclassified to profit or loss.

FVTOCI Equity investments at fair value through other
(equity comprehensive income are measured at fair
investments) value. Dividend income are recognised in profit

or loss unless the dividend income clearly
represents a recovery of part of the cost of the
investments. Other net gains and losses are
recognised in other comprehensive income
and are not reclassified to profit or loss.
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

12 S RERRBENEX

1.2 Changes in Accounting Policies and

Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)

(%)
1.2.1 B BR BF 7% 3R &5 % Bl 55958

(continued) SRITAE ((ERTERSE
AERIEIE |) (&)
(i Classification and measurement of financial (i) D ERTELHTA

instruments (continued)

(@)

As of 1 January 2018, certain listed

(%)

(@ M2018%4F1A

and unlisted equity investments were 1B & F £
reclassified from available-for-sale m kI EmR
financial assets to financial assets at Kz & B Al
FVTOCI. The Group intends to hold TETREE
these equity investments for long BENORER
term strategic purposes. Under IFRS ~AEEF A
9, the Group has designated these Hi2mEIkA
equity investments at the date of initial MRl EE-
application as measured at FVTOCI. AEBEHBERE

As a result, financial assets with a
fair value of RMB22,000,000 were
reclassified from available-for-sale
financial assets at fair value to FVTOCI
on 1 January 2018.
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(i) Classification and measurement of financial
instruments (continued)

(b) In addition to (a) above, listed debt
investments were reclassified from
available-for-sale to FVTOCI, as the
Group’s business model is to collect
contractual cash flow and sell these
financial assets. These listed debt
investments meet the SPPI criterion.
As such, listed debt investments with
a fair value of RMB196,026,000 were
reclassified from available-for-sale
investments to financial assets at
FVTOCI on 1 January 2018.

@ NVC LIGHTING HOLDING LIMITED Interim Report 2018

(#)

1=

1.2 Bt BERERRBEENEHR

1.2.1 B BR B 7% 3R &5 %E Bl 55958
tRIE ((EREEHRE
RO ) (&)

() DBERAEZHTA

(%)

(0)

B t #ia)E B
She ETHE
BI"E B A #
HEEHDE
ERAAEE
FAEMER
WA BEA K
SEEHNEBE
LR @ BN
REamEKR
HEZS &
MEE- ZF
T EKIE
ERFAEIH
e kFBEZE
4 o 1IN
AEBEEBEARK
196,026F Tt 2
T ERKE
& B 201841
A1B 8 A #H
EREEF D
BEEEREQAAE
B A2
HKRAZ SR
BE o



Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 9”)
(continued)

Classification and measurement of financial

instruments (continued)

The following table summarises the original
measurement categories under IAS 39 and
the new measurement categories under IFRS
9 for each class of the Group’s financial
assets as at 1 January 2018:

Financial assets

THEE

Original classification
under IAS 39

REERETERENS
REER

Unlisted and listed equity
investments

F IR EMHRAEE

Listed debt investments

LhEHRE

Trade and bills receivables
BHREERIER

Deposits and other receivables
RES REM BRI

Listed equity investments

TIHRAEE

Restricted bank balances and
short term deposits

RRHBTEAREHER

Cash and cash equivalents

RERBEEED

Available-for-sale (at fair value)
(Note 1.2.1 (i(a))

A#LE (R EE)
(HE12.106)

Available-for-sale (at fair value)
(Note 1.2.1 (i)(b))

A#LE (R EE)
(HiE1.2.10)

Loans and receivables
R YR

Loans and receivables
B R ERER

Held-for-trading
RIEEE

Loans and receivables
EF RN

Loans and receivables
ER RN

1.2 EHBERBENER

(&)

1.2.1 BB B 75 3R 5 22 RI 5B 95%
emIE (EBHBRS
ZRIEI ) (&2)

() SBERFESHTA
(&)
TEBAAEER
2018F1A1B &S
B % 2 AR IR B R it
ERIERFE B =
18 5 ]2 AR I8 BB B
AR F IS FTET
=5 -
Carrying amount  Carrying amount
New asat1January asat1January
classification 2018 under 2018 under
under IFRS 9 IAS 39 IFRS 9
REERET REABMERSE
REERTE R %395 R E%
RERE E0% R2018F151H  R201851A1A
ikiEkl HEEE MEEE
RMB’000 RMB’000
TARE TARK
FVTOCI 22,000 22,000
BAABEA
Et2ERA
FVTOCI 196,026 196,026
BRREBERA
At 2ERA
Amortised cost 1,092,554 1,092,554
B
Amortised cost 380,092 380,092
5
FVTPL 88,786 88,786
BAREEABR
Amortised cost 314,422 314,422
50
Amortised cost 1,265,589 1,265,589
50
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(i)

Impairment of financial assets

The adoption of IFRS 9 has changed the
Group’s impairment model by replacing
the IAS 39 ‘“incurred loss model” to the
ECL model. IFRS 9 requires the Group to
recognised ECLs for trade receivables,
financial assets at amortised costs, contract
assets and debt investment at FVTOCI
earlier than IAS 39. Restricted bank balances
and short term deposits, cash and cash
equivalents and bills receivables are subject
to ECL model but the impairment is immaterial
for the current period.

Under IFRS 9, the loss allowances are
measured on either of the following bases:
(1) 12-month ECLs: these are the ECLs that
result from possible default events within the
12 months after the reporting date; and (2)
lifetime ECLs: these are ECLs that result from
all possible default events over the expected
life of a financial instrument.
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Notes to the Interim Condensed Consolidated Financial Statements

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(i)

Impairment of financial assets (continued)

Measurement of ECLs

ECLs are based on the difference between
the contractual cash flows due in accordance
with the contract and all the cash flows that
the Group expects to receive. The shortfall is
then discounted at an approximation to the
assets’ original effective interest rate.

The Group has elected to measure loss
allowances for trade and other receivables
using IFRS 9 simplified approach and has
calculated ECLs based on lifetime ECLs. The
Group has established a provision matrix
that is based on the Group’s historical credit
loss experience, adjusted for forward-looking
factors specific to the debtors and the
economic environment.
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(i)

Impairment of financial assets (continued)

Measurement of ECLs (continued)

For other debt financial assets, the ECLs are
based on the 12-month ECLs. The 12-month
ECLs is the portion of the lifetime ECLs that
results from default events on a financial
instrument that are possible within 12 months
after the reporting date. However, when there
has been a significant increase in credit risk
since origination, the allowance will be based
on the lifetime ECLs. When determining
whether the credit risk of a financial asset
has increased significantly since
recognition and when estimating ECLs, the
Group considers reasonable and supportable
information that is relevant and available
without undue cost or effort. This includes
both quantitative and qualitative information
and analysis, based on the Group’s historical
experience and informed credit assessment
and including forward-looking information.
The Group’s debt investments at FVTOCI are
considered to have low credit risk since the
issuers’ credit rating are high.

initial
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Notes to the Interim Condensed Consolidated Financial Statements

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(i)

Impairment of financial assets (continued)

Measurement of ECLs (continued)

The maximum period considered when
estimating ECLs is the maximum contractual
period over which the Group is exposed to
credit risk.

Presentation of ECLs

Loss allowances for financial assets measured
at amortised cost are deducted from the
gross carrying amount of the assets. For debt
investments at FVTOCI, the loss allowance is
recognised in other comprehensive income,
instead of reducing the carrying amount of
the assets.
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)

(continued)

(ii) Impairment of financial assets (continued)

Impact of the ECL model

(a)

Impairment of trade and other
receivables

As mentioned above, the Group
applies the IFRS 9 simplified approach
to measure ECLs which adopts a
lifetime ECLs for all trade receivables.
To measure the ECLs, trade
receivables have been grouped based
on shared credit risk characteristics
and the days past due.
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)

(continued)

(i)

Impairment of financial assets (continued)

Impact of the ECL model (continued)

Impairment of trade and other

receivables (continued)

The increase in loss allowances for
trade receivables upon the transition
to IFRS 9 as at 1 January 2018 was
RMB25,882,000. The increase also led
to an increase in deferred tax assets
arising from the deductible temporary
differences of RMBG6,471,000. The
loss allowances further increased by
RMB7,815,000 for trade receivables
during the Period under Review.

No additional impairment for other
receivables as at 1 January 2018 is
recognised as the amount of additional
impairment measured under the ECL
model is immaterial.
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and 1.2 %j‘f BERBEENEXR
Disclosures (continued) (%)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97) 1.2.1 B BR B 7% 3R 5 2E R 55955

(continued) SRTIA ((ERTERSE
2RISR ) (&)
(i) Impairment of financial assets (continued) (i) EHEERE (E)

BHIERERE A

ZE (&)

Impact of the ECL model (continued)

(0)

Impairment of debts investments at
FVTOCI

Debt investments at FVTOCI of the
Group includes listed bonds and
considered to have low credit risk
where the loss allowances recognised
during the period were therefore
limited to 12-month ECLs.

No additional impairment for debt
investments at FVTOCI as at 1 January
2018 is recognised as the amount of
additional impairment measured under
the ECL model is immaterial.
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

1.2 Changes in Accounting Policies and 1.2 B B EXRBEENE X

Disclosures (continued)

(&)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97) 1.2.1 B BR Bf 7% 3R &5 2E R 55955

(continued)

(ii) Impairment of financial assets (continued)
Impact of the ECL model (continued)
As a result of the above changes, the impact

of the new IFRS 9 impairment model results in
additional impairment allowances as follows:

THITA ([ERFBERE
ERFEIR ) (&)

(i) EHEEHRE (B)

BHIEREREA
ZE (&)

BN EES  HE
R B 755 e o ZE R 52 955%
BMERAZZEER

AR REINR B B -
RMB’000
FARY
Loss allowances for trade receivables R 25 %8 E 395
as at 1 January 2018 under IAS 39 R2018F1A1BHNE S
FEW BR TR B IR 168,459
Additional impairment recognised for TE S U R SRR B IR E
trade receivables (Note 1.2.1(ii)(a)) (Bt5£1.2.1(i)(@) 25,882

Loss allowances as a
1 January 2018 under IFRS 9

1R 15 B BR BA 74 R 45 £ R S5 957
7201851 A1 BRI E B & E 194,341
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.1 IFRS 9 Financial Instruments (“IFRS 97)
(continued)

(i)

Transition

The Group has applied the transitional
provision in IFRS 9 such that IFRS 9
was generally adopted without restating
comparative information. The reclassifications
and the adjustments arising from the new
ECL rules are therefore not reflected in
the statement of financial position as at 31
December 2017, but are recognised in the
statement of financial position on 1 January
2018. This means that differences in the
carrying amounts of financial assets resulting
from the adoption of IFRS 9 are recognised in
reserves as at 1 January 2018. Accordingly,
the information presented for 2017 does not
reflect the requirements of IFRS 9 but rather
those of IAS 39.
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

1.2 Changes in Accounting Policies and 1.2 B B EXRBEENE X

Disclosures (continued) (%)
1.2.1 IFRS 9 Financial Instruments (“IFRS 97) 1.2.1 B BR Bf 7% 3R &5 2E R 55955
(continued) e TR ((ERMERE
RIS ) (£2)
(i) Transition (continued) (i) BE (&)

The following assessments have been made LA B Ay T 4R 4% Bl B

on the basis of the facts and circumstances PR EERNFEHE

that existed at the date of initial application of RERBH ([&XE

IFRS 9 (the “DIA”): ABEH]) FENEE

MERmMEL :

= The determination of the business - EBEXFAENE
model within which a financial asset is BMEENER
held; and B &

- The designation of certain investments y BEEHERAA
in equity investments not held for EBEEFTAEM
trading as financial assets at FVTOCI. ZHEBANE

mEEHR K
REEEED
RAKENE
Fi2& -

If an investment in a debt investment had HWREBRENIKE

low credit risk at the DIA, the Group has EFEXRERBHEAER

assumed that the credit risk on the asset REMEERRE - 8

had not increased significantly since its initial AEERBREKRZEED

recognition. ZERK B VR E

RN BAREIG N o
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1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.2 IFRS 15 Revenue from Contracts with

Customers (“IFRS 15”)

IFRS 15 supersedes IAS 11 Construction Contracts,
IAS 18 Revenue and related interpretations. IFRS
15 has established a five-step model to account
for revenue arising from contracts with customers.
Under IFRS 15, revenue is recognised at the amount
that reflects the consideration to which an entity
expects to be entitled in exchange for transferring
goods or services to a customer.

The Group has adopted IFRS 15 using the cumulative
effect method without practical expedients. As a
result, the financial information presented for 2017
has not been restated. The impact of adoption
of IFRS 15 on the Group’s financial statements is
summarised below:

(a) Presentation of contract liabilities and refund
liability

Reclassification was made as at 1 January
2018 to be consistent with the terminology
used under IFRS 15:

Contract liabilities recognised in relation to
contract with customers were previously
presented as advances from customers. They
are included in “other payables and accruals”
in the consolidated statement of financial
position.
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

1.2 Changes in Accounting Policies and 1.2 B B EXRBEENE X

Disclosures (continued) (%)
1.2.2 IFRS 15 Revenue from Contracts with 1.2.2 B PR B S SR 5 2E B 281555
Customers (“IFRS 15”) (continued) REEFEFEHZWE (TE
BREFFE SR 2E RIS 1555 )
(&)
(a)  Presentation of contract liabilities and refund @ BHEERRFEE
liability (continued) HI 25 (&)
Refund liabilities recognised in relation to EAREP RBEENE
customer’s volume-based rebates were RHORFEERAEZR
previously presented as provision of rebate. PlEBHNEE B
They are included in “other payables and S I BARRE
accruals” in the consolidated statement of W THE b FE S BR 3 &
financial position. JEETERM] -
Impact on the condensed consolidated B ZE2018F6H30R %
statement of financial position as at 30 June BHE M BRI E
2018 (increase/(decrease)): B & 208 m CR
) -
RMB’000
FARY
Current liabilities REBAE
Other payables and accruals EfhENBRR N ERTE A
— Contract liabilities —GHAaE 36,550
— Advances from customers - Y=E . (86,550)
- Refund liabilities —RF}EE 187,201
— Provision for sale rebates — SHE B A (187,201)
Total current liabilities mEHaEs:

_‘_ -
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.2 IFRS 15 Revenue from Contracts with
Customers (“IFRS 15”) (continued)

(b)

New significant accounting policies in relation
to the Group’s sales of goods and provision
of services

Sales of goods

Revenue from the sale of goods is recognised
at a point in time when control of the goods
have been transferred to the buyer. The credit
periods generally range from 30 to 180 days
for major customers. New customers are
normally required to pay in advance. Volume
rebates give rise to variable consideration.
The Group applies the most-likely amount
method to estimate the variable consideration.
A refund liability would be recognised based
on the estimate of the amount expected to
be paid to customer’s volume-based rebate.

For sales commission paid to agents for
successful referral of sale contracts, the
Group is required to capitalise these sales
commission as costs of obtaining contracts
when they are incremental and are expected
to be
amortisation period is one year or less from

recovered, unless the expected
the date of initial recognition of the asset,
in which case the sales commission can be
expensed when incurred.
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Notes to the Interim Condensed Consolidated Financial Statements

1.2 Changes in Accounting Policies and
Disclosures (continued)

1.2.2 IFRS 15 Revenue from Contracts with
Customers (“IFRS 15”) (continued)

(b)

New significant accounting policies in relation
to the Group’s sales of goods and provision
of services (continued)

Sales of goods (continued)

During the period, such sales commission
is expensed when incurred as the expected
amortisation period is one year or less.

Engineering income

Engineering income is recognised according
to stage of completion of individual contract
at the end of the reporting period. The stage
of completion is determined using percentage
of completion method by reference to value of
work completed to date. Payments are made
by the customers according to milestones
reached.

Contract assets represent revenue recognised
less progress billings and any impairment
loss. Contract liabilities represent the excess
of progress billings over revenue recognised.
Amounts billed for works performed but not
yet paid by the customers are included in
“trade and bills receivables” in the statement
of financial position.
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Seasonality of Operations

The principal operations of the Group are manufacture and
sales of lamp products, luminaire products and lighting
electronic products. Due to the seasonal nature of its
products, higher revenues and operation profits are usually
expected in the second half of the year rather than in the

first six months.
Revenue and Segment Information

Revenue represents the net invoiced value of goods sold,
after allowances for returns and trade discounts.

For management purposes, the Group is organised into
business units based on their products and services and
has three reportable operating segments as follows:

(@) Luminaire products segment:

Luminaire products represent a complete lighting
unit that consists of a lighting fixture, a lamp (namely
the light source such as a light bulb or tube) and a
lighting electronic device. The luminaire products are
sold as complete lighting units or units without lamps
and lighting electronics, based on the needs of end
customers. The segment also includes engineering
income from engineering work performed for
customers’ lighting projects. The Group is also
responsible for supplying lighting products for these
projects;

(b) Lamp products segment:

Lamp products represent a range of light bulbs and
tubes for compact fluorescent lamps, high intensity
discharge (“HID”) lamps, fluorescent lamps, halogen
lamps and light emitting diode (“LED”) lamps; and
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Revenue and Segment Information

(continued)
(c) Lighting electronic products segment:

Lighting electronic products represent electronic
transformers, electronic and inductive ballasts for
fluorescent, LED and HID lamps, and HID ballast
boxes.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resources allocation and performance assessment.
Segment performance is evaluated based on reportable
segment profit or loss, which is a measure of adjusted profit
or loss before income tax. The adjusted profit or loss before
income tax is measured consistently with the Group’s profit
or loss before income tax except that interest income,
finance costs, share of results of associates, unallocated
income and gains as well as head office and corporate
expenses are excluded from such measurement.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.

Since total assets, liabilities and capital expenditures for
each reportable segment are not regularly provided to
the chief operating decision maker, the directors are of
the opinion that the disclosure of such amounts is not
necessary.

Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

3.

WARDEBESR (&)

(c) RAEREmDE :

B ERERSEETER
22~ B & Y - LEDFIHID
SR Y E 1 B2 T R 3E T 28 A

AHEERDBORR RFFEEE
BEERDREEAKEEH DB
HIZRAE » D ERRAAIZIRIRE 7 B A
BB R (REEHBRAF
BEERAE) - KRBHAFE
KB IR HY AT B SR AR [ e A AR

KEEMER - R EBA - BHE
A BIEBERRRE - ADBEW

AR W as M8 i M (b R R
TEREZTET °

DEBEEHE MR AR B R IRTT
mIZERER EME =TT FHMH
EERA/2RETRS °

HREREDIHNEEE BER
BASHY AEERETEIELE
REBAN  EERB/ASTHENRKE
WIEME °

ELRBERBMROA 2018F Bt

1’2



Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

3. Revenue and Segment Information 3. WARZDSITER (&)

(continued)
Revenue Results
Six months ended 30 June Six months ended 30 June
KA #5
HZ6A30AH L6fE R HZ6A30A 1618 R
2018 2017 2018 2017
20185 20174 20185 20175
RMB’000 RMB'000 RMB’000 RMB’000
FARK TARE TARE TARE
(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
(R&ER)  (REER)  (REER)  (REER)
Luminaire products EAEm 1,356,790 1,262,710 466,223 444,899
Lamp products YRER 473,689 501,662 46,777 67,248
Lighting electronic products RAERER 143,457 145,291 30,875 42,126
Total & 1,973,936 1,909,663 543,875 554,273
Reconciliation HEEE
Elimination of intersegment results BRI DHNES (1,224) (2,126)
Interest income FEMA 11,824 13,467
Unallocated income and gains RO RMA Rz 44,780 14,480
Corporate and other unallocated expenses® 2 & E Kk H it & (347,198) (365,547)
Finance costs HBER (25,751) (21,279)
Waiver of other payable B E M EMRT - 17,358
Fair value change of derivative component A ¥Rk E#474 T E# 7 &
of convertible bonds MEEED 75,138 24,574
Loss arising from modification of terms EET R ER 2 &3
of convertible bonds EE BB (78,387) -
Impairment of other intangible assets EnapEENRE = (17,308)
Share of results of associates 3 NG 3,110 6,428
Profit before income tax G IbalNEd 226,167 224,270
# Corporate and other unallocated expenses consist of ! ERERXERDEEARERSE
unallocated depreciation, amortisation and staff costs, & BIRETRA  EERE
freight expenses and impairment of trade receivables, W FORE - TR R H A R
prepayments and other receivables. WK
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

3. Revenue and Segment Information 3. WARZSITER (&)

(continued)
Timing of revenue recognition: WA TR :
Six months
ended 30 June
2018
HZE2018%F
6H30H 1L61E A
RMB’000
TARH
(Unaudited)
(REER)
At a point in time: EREFEY
Luminaire products P ELE 1,335,355
Lamp products SR EE Gh 473,689
Lighting electronic products RS REM 143,457
1,952,501
Transferred over time: RB-—BRIFEER :
Luminaire products — engineering services & AER — Ti2R%E 21,435
1,973,936

B RAEMERAT 201855 MRS @;



Revenue and Segment Information

(continued)

The following table provides information about trade
receivables, contract assets and contract liabilities from
contracts with customers.

3.

Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

AR DEBESR (&)

TRIBHKEAEFA N2 BREY
Y- AMEERAWAEZE
£ o

At 30 June At 1 January

2018 2018

120184 20184

6H30H 1A1H

RMB’000 RMB’000

FARME FARM

(Unaudited) (Unaudited)

(RBERZ) (RE&EZ)

Trade receivables 5 R 929,083 792,517
Contract liabilities BHEE 36,550 36,110

The contract assets primarily relate to the Group’s rights
to consideration for work completed but not billed at the
reporting date on revenue related to the provisions of
engineering services. The contract assets are transferred
to receivables when the rights become unconditional. This
usually occurs when the Group provides the invoice to the
customer. There are no contract assets as at 30 June 2018
and 1 January 2018.

The contract liabilities mainly relate to the advance
consideration received from customers. RMB440,000 of
the contract liabilities as of 1 January 2018 has been
recognised as revenue for the Period under Review from
performance obligations satisfied in current period.
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

Bt A F) 7

REEIBR /(GEA) THIEE Ff5 -

4. Profit Before Income Tax 4.

This is arrived at after charging/(crediting):

Six months ended 30 June

EZ6H30H LL61EA
2018 2017
20184 20174
RMB’000 RMB’000
TARY FARE
(Unaudited) (Unaudited)
(REER) (REEEZ)
Cost of inventories sold BEEFERA 1,434,075 1,360,273
Depreciation e 44,361 48,698
Amortisation of prepaid land lease TEAT - b TH S 55
payments 660 660
Amortisation of computer software, BTG BRFEERR
customer relationships and patents* = R 1,632 672
Research and development costs: HEERAN
Deferred expenditure amortised* B S Y IR A R S 1,286 1,334
Current period expenditure A B 2 34,381 27,449
Less: Government grants released** B BT B (11) (12)
34,370 27,437
35,656 28,771
Minimum lease payments RIEFEENK 11,565 9,261
Auditor’s remuneration 1% Sl B 57 B 1,180 1,634
Employee benefit expenses EBRAFZ
(including directors’ and chief (BEEER
executive’s remuneration): =T ABEHH) :
Wages and salaries TENHS 245,515 238,270
Pension scheme contributions RIS ETEIHE
(defined contribution scheme) (REMNKETED) 26,553 26,081
Housing funds’ contributions FEABESHN 6,150 5,632
Other welfare expenses HapfEr A 6,314 6,982
284,532 276,965
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

4.

Profit Before Income Tax (continued) 4. THaiFE (&
This is arrived at after charging/(crediting): (continued) BN (GFA) T3 1EE Fr
15 : (&)
Six months ended 30 June
HZ6H30H 1618 A
2018 2017
2018% 20174
RMB’000 RMB’000
FARYE FAR#
(Unaudited) (Unaudited)
(REEEX) (REEEZ)
Impairment of other intangible assets HEEmpEERE - 17,358
Impairment/(reversal of impairment) Z S rEWETRE
of trade receivables CRERD) 7,815 (63)
Reversal of write-down of inventories BOMREFES
to net realisable value EE=Es (2,790) (2,757)
Loss on disposal of items of property, REWME  BEK
plant and equipment REBEEREL 676 723
Fair value change of derivative AT AR EHHTE T A
component of convertible bonds AR EEE
(Note 18) (Ktat18) (75,138) (24,574)
Loss on modification of terms of B ARAR EHEK
convertible bonds (Note 18) Bk (K1:F18) 78,387 =

The amortisation of computer software,

customer

>k

relationships and patents and the amortisation of deferred
development costs for the period are included in “Cost of
sales” and “Administrative expenses” in the condensed
consolidated statement of profit or loss.

Various government grants have been received for setting
up research activities in Chongqging City, Guangdong and
Zhejiang Province, the People’s Republic of China (the
“PRC”), to support the development of energy-saving
products and LED products. The government grants
released have been deducted from the research and
development costs to which they relate. Government
grants received for which related expenditure has not yet
been undertaken are included in government grants in the
condensed consolidated statement of financial position.
There are no unfulfilled conditions or contingencies relating
to these grants.
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

5. Other Income and Gains 5. Hihl ARWz=
Six months ended 30 June
B Z6H30H IL61E A

2018 2017

20184 20174
RMB’000 RMB’000

TFAR® FARK
(Unaudited) (Unaudited)

(REER) (REFZ)

Other income Hng A
Bank and other interest income R1T R E AT S U A 11,824 18,467
Government grants T 78 By 24,029 4,391
Rental income GiEE I ON 3,927 1,758
Trademark licence fees IR ET A & 1,539 =
Handling income FEBWA - 5,011
Others Hi 5,799 1,973
47,118 26,600
Gains Wz
Exchange gains, net b 5 W) H 2R 8,087 -
Sales of scrap materials HERER 1,399 1,347
Fair value change of derivative AR ESITAE T AE D
component of convertible bonds NARBEEZD 75,138 24,574
Gain arising from waiver of BN H A ER BRFRE £
other payable Eofligny - 17,358
84,624 43,279
131,742 69,879
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Notes to the Interim Condensed Consolidated Financial Statements

 HA R A & O A TS B AR B E

6. Finance Costs

6.

B8 A
Six months ended 30 June
B Z6H30H L61E A
2018 2017
20184 20174
RMB’000 RMB’000
TARY FARE

(Unaudited) (Unaudited)
(REER) (CREER)

Interest on bank loans RITEFAFE
Interest expenses on convertible bonds B[R EEF S X H
(Note 18) (H15#18)
Other interest expenses HMF B
7. Income Tax

The Group is subject to income tax on an individual legal
entity basis on profits arising in or derived from the tax
jurisdictions in which the group entities are domiciled and
operate. No provision for Hong Kong profits tax or the
United Kingdom (the “UK”) corporation income tax has
been made as the Group had no assessable profits arising
in Hong Kong or the UK during the Period under Review
(six months ended 30 June 2017: RMBNIl). Taxes on the
corporate income elsewhere have been calculated at the
rates of tax prevailing in the countries or jurisdictions in
which the Group operates.
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Notes to the Interim Condensed Consolidated Financial Statements

HA R A & O B TS SR AR BT RE

7. Income Tax (continued) 7. FiS® (&
Six months ended 30 June
B Z6H30H IL61E A
2018 2017
20184 20174
RMB’000 RMB’000
TARY FARE

(Unaudited) (Unaudited)
(REER) (REEEZ)

Current income tax BIHART 1S %%
— Current income tax — ZNEARNER TS B S
charge for the period 72,875 59,843
— Over provision in respect of prior years — — BT & [ERREEE (4) (74)
72,871 59,769
Deferred tax ERERIE 51,655 5,448
Total tax charge for the period AEATR IR A5 124,526 65,217
The Company’s subsidiaries located in the PRC are subject AR AEFRBEANHEBE A [ &R25%
to enterprise income tax at the statutory tax rate of 25%. H)E T RN ETER o %R
According to the preferential tax policies in the PRC, two of PEAFRBEERERE  BRAMEK
our subsidiaries (six months ended 30 June 2017: two) were (HE2017F6H308 6@ A : ™
recognised as western development enterprises by the local K) MB AT ES I IEHEER
tax authorities and were entitled to the preferential tax rate ABANRAELE  ZX15%MESR
of 15%, while one of our subsidiaries (six months ended 30 HE BREMAN—K (822017
June 2017: one) was recognised as high-tech enterprises FEH30HIEEAR - — ) [BA
by PRC tax authorities and was entitled to the preferential FER RS HEEDR B S IR
tax rate of 15%. T EX15%MERMEK -
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 HA R A & O A TS B AR B E

8. Other Comprehensive Income 8. HftZEUWA
Tax effect relating to each component of other BFREMEEBRAZI D OREE
comprehensive income 2
Six months ended 30 June 2018 Six months ended 30 June 2017
HZ201856A30A 618 A HZ201756A30R L6/ A
Before-tax Tax  Net-of-tax  Before-tax Tax  Net-of-tax
amount expense amount amount expense amount

BRESE  BEER NREEGE REMeE  HEER ARBALE
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
TARY  TARE®  TARE TAR%E  TARE  TARE
(Unaudited) (Unaudited) (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(RE®G) (K820 (REFR) (REER) (REBR)  (REER)

Items that may be reclassified RASEENIER

subsequently to profit or loss: BRkNER .
Exchange differences on translation of ~ BEBINFEELMER 2R

foreign operations (3,881) - (3,881) 9,724 - 9,724
Fair value change on financial assets BAA BB AL ZENARN

at FVTOC! - debts investments SHEELNABERD

- RiRE = = = : - -

Fair value change on avallable-for-sale Wt HERRAELN L BERE

financial assets - - 2 100 - 100

(3,881) - (3,881) 9,824 - 9,824
Items that will not be reclassified FRENSBZERNEE
to profit or loss:
Fair value change on financial assets BAR BB AL ZERARN
at FVTOCI - equity investments SREEILLEERY
-RARE 9,200 (1,800) 7,400 - = =
539 (1800) 3519 9,824 . 982
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HA R A & O B TS SR AR BT RE

9. Earnings per Share Attributable to 9. BAREEREZES A
Ordinary Equity Holders of the Parent LR 2R
The calculation of basic and diluted earnings per share RARIERRERES ABGER
attributable to ordinary equity holders of the Company is NEEGRANMNGTERENRNAT
based on the following data: K -

Six months ended 30 June

B Z6H30H 1618 A
2018 2017
20184 20174
RMB’000 RMB’000
TARY FARK
(Unaudited) (Unaudited)
(REER) (REEEZ)
Earnings &%
Earnings for the purpose of ARGt EERGRL
basic earnings per share heatzop=kl 91,851 148,157
Effect of dilutive potential ordinary shares: J&7E i@k ESE(ER
— Interest on convertible bonds — AR E ST B N/ATEA 20,513
— Fair value change of derivative — MR ESITETA
component of convertible bonds BN ARBEE N/ATEH (24,574)
Earnings for the purpose of AR EE#E
diluted earnings per share BRI R AT 91,851 144,096
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 HA R A & O A TS B AR B E

9. Earnings per Share Attributable to 9. BAFRZERERES A
Ordinary Equity Holders of the Parent ELEERER ()
(continued)

’000 Shares 000 Shares
T R R4 TR A ARD
(Unaudited) (Unaudited)
(REEX) (REEEZ)

Number of shares REOEE
Weighted average number of ordinary ARGt EELRTRAT K
shares for the purpose of basic AR DO AE 15 8K
earnings per share 3,581,805 3,270,993
Effect of dilutive potential ordinary shares: &% Ei@mARAESSE/EMA :
— Convertible bonds — AJRES N/ATEA 540,541
Weighted average number of ordinary RRsTEE#EEREFR
shares for the purpose of diluted IR AR N AE 15 £k
earnings per share 3,581,805 3,811,534
No adjustment was made to the basic earnings per share R EIA R R E R 7 Al E 5
amount presented for the Period under Review as the Fr25EXgREBNeHEARE S
convertible bonds outstanding during the period had an FE - WL EEFT25 2 B EA
anti-dilutive effect on the basic earnings per share amount EAGREFNSEELFE -
presented.
10. Dividend 10. RE
The directors do not recommend the payment of any EECTEESTREE2017TF R
dividend for the six months ended 30 June 2017 and 2018. 201846 A30H L6 A 2 F # i
g\ o
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HA R A & O B TS SR AR BT RE

11.

Property, Plant and Equipment

During the six months ended 30 June 2018, the Group
acquired assets with a cost of RMB42,456,000 (six months
ended 30 June 2017: RMB42,237,000). Assets with a net
book value of RMB2,809,000 were disposed of by the
Group during the six months ended 30 June 2018 (six
months ended 30 June 2017: RMB6,412,000).

As at 30 June 2018, land use rights with aggregate
carrying amount of RMB46,335,000 (31 December 2017:
RMB46,995,000) (Note 12) and certain buildings with
aggregate carrying amounts of RMB221,496,000 (31
December 2017: RMB238,747,000); and buildings with
carrying amounts of RMB42,844,000 (31 December 2017:
RMB43,797,000) were pledged for the Group’s applications
of assets preservation in certain PRC legal proceedings and
bank loan facilities respectively.

11.

& 20186 A30H (k618 B © &
£ B ARL2456F T (B E
2017F6H30H k68 A : AR #
42,237F L) BEEE - (22018
F6H30B L6 A - A&EE 2 H
EREFEAARK2809F TH
& E (H 2201796 A308 (6@
A : AR¥6,412F L) °

R2018%F6A30H © IR A & H&
AR #46,335F T 0y L {F A #E
(20174128318 : AR#46,995
Foo) (fsF12) REEEES XA
R #221,496F T (20174612 A 31
H: AR#238,747FT) W&ET
BFUAKEREABSAR®K42,884
T Jr (2017%12831H : AR
43,797 F7T) MEF DRI AEE
REFTHBUEARZEFPHBEER
ERIBTEREEDEKT -
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 HA R A & O A TS B AR B E

12. Prepaid Land Lease Payments 12. ELES
30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
FARM TAR®
(Unaudited) (Audited)
(REER) (EZ)
Carrying amounts as at beginning B9/ E8 R (E
of period/year 46,995 48,314
Recognised during the period/year A FRER (660) (1,319)
Carrying amount as at end of period/year  HiK /S RHEEE(E 46,335 46,995
Current portion included in prepayments, st AFEN K - RES K&
deposits and other receivables H b FE L BR SRR BY
meEn (876) (876)
Non-current portion FER B Eh D 45,459 46,119
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HA R A & O B TS SR AR BT RE

13. Long Term Investments 13. RERE
30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
TARY FARE
(Unaudited) (Audited)
(REER) (e &EZ)
Financial assets at FVTOCI/ BARBEFAEMEE
available-for-sale financial assets: Wz emEE /Al
HESREE :
Listed equity investments, at fair value ERZBRAEE
A AR BEYEE 29,200 20,000
Unlisted equity investments, at fair value 3 E ZRAIKE -
AR EEIER 2,100 2,000
Listed debt investments, at fair value LETEBKIRE -
AR BEYER 198,498 196,026
229,798 218,026
During the Period under Review, the gross gain in respect REEREA - SRR A2 I
of the Group’s long term investments recognised in other ANAEERARERRER/AR
comprehensive income amounted to RMB9,200,000 (six #9,200F 7t (&L 220176 H30H
months ended 30 June 2017: RMB100,000). 1F6fEAA : AR®100F7T) ©
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14. Inventories 14. E&

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

FARM FAREE

(Unaudited) (Audited)

(REER) (EZ)

Raw materials R 143,246 97,576

Work in progress TR 38,647 19,631

Finished goods EK G 337,653 308,177

519,546 425,384
During the Period under Review, the reversal of write-down REEEEA - B EFE MR AR
of inventories amounted to RMB2,790,000 (six months 2,790F 7T (& =2017F6 A30H It
ended 30 June 2017: RMB2,757,000), which was recorded 6EA : AR®2,757F L) * IAff
in “Cost of sales” in the condensed consolidated statement BHEHEERPHEWILHES[HE

of profit or loss. PN ] o
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15. Trade and Bills Receivables and 15. B t% FEEERERARAKRTE
Prepayments, Deposits and Other TR -rRETREMER
. =%
Receivables BRFX

30 June 31 December

2018 2017

20184 20174

6830H 12A31H

RMB’000 RMB’000

TARE SN

(Unaudited) (Audited)

(REEERZ) (E8/Z)

Trade receivables 5 AR 1,131,078 960,976
Impairment B (201,995) (168,459)
Trade receivables, net B 5 EWERFUFEE 929,083 792,517
Bills receivable ZIR AR 162,509 300,037
1,091,592 1,092,554
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 HA R A & O A TS B AR B E

15.

Trade and Bills Receivables and
Prepayments, Deposits and Other
Receivables (continued)

An ageing analysis of the trade receivables as at the end
of the Period under Review, based on the transaction date
and net of impairment provision, is as follows:

15. E5 K

EZEERWNERERNTAE
N REER U
R (&

THIREREBIIRE S RIRR
MR DT - ERR Z B MR
RERER

30 June 31 December

2018 2017

20184 20174

6H30H 12H31H

RMB’000 RMB’000

FARYE FARK

(Unaudited) (Audited)

(RESEZ) (18 &%)

Within 3 months 31 A A 704,652 545,268
4 to 6 months 4Z618A 155,335 145,821
7 to 12 months 7212{E A 42,449 20,298
1 to 2 years 1FF2F 26,612 36,776
Over 2 years 2F LA 35 44,354
929,083 792,517

Trade receivables of the Group represented proceeds
receivable mainly from sale of goods. The Group’s trading
terms with its customers are mainly on credit, except for
new customers where payment in advance is normally
required. The credit periods generally range from 30
to 180 days for major customers. Each customer has
a maximum credit limit. The Group seeks to maintain
strict control over its outstanding receivables and has a
credit control department to minimise credit risk. Overdue
balances are reviewed regularly by senior management. In
view of the aforementioned and the fact that the Group’s
trade receivables relate to a large number of diversified
customers, there is no significant concentration of credit
risk. The Group does not hold any collateral or other credit
enhancements over its trade receivable balance. Overdue
interests of several trade receivables are calculated at
annual interest of 12%.
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Notes to the Interim Condensed Consolidated Financial Statements

15.

Trade and Bills
Prepayments, Deposits
Receivables (continued)

Receivables and
and Other

As at 30 June 2018, included in the Group’s trade
receivables are amounts due from related parties of
RMB112,092,000 (31 December 2017: RMB48,367,000)
which are repayable on similar credit terms to those offered
to the major customers of the Group.

As at 30 June 2018, certain trade receivables of NVC
Lighting Limited (“UKNVC”) with carrying amounts of
RMB13,116,000 (31 December 2017: RMB24,004,000)
were pledged to secure the bank borrowings of UKNVC as
further set out in Note 17.

The maturity of the bills receivable of the Group as at 31
December 2017 and 30 June 2018 is within 6 months. As at
30 June 2018, included in the Group’s and bills receivables
are amounts due from related parties of RMB154,000 (31
December 2017: RMBNIl).

HA R A & O B TS SR AR BT RE

15. ESREBEWRERAKRTE
REAM

N REE
R (&

R2018%6 8301 © FEUFAEL 5 X
13 AR #112,002F T (2017412
A31H : AR®48,367F L) 5t A
REBEE ZEBERK - ZFERIEN
EREERFREHEAASENE
EEPHESE -

20186 A30H * NVC Lighting
Limited ([REEL ) IETE S
FEW R RAREEARK13,116F 7T
(20175128318 : AR¥24,004
F) EEHREREBEIE TIRITHE
HEER E—TFBENME
17 o

72017912 A31H KX 2018F6 430
B REERE B EWK RN 6MEA
AEIH - 7201856 H30H ' FEUL RS
B I AR EA54F 7T (2017412
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 HA R A & O A TS B AR B E

15.

Trade and Bills
Prepayments, Deposits
Receivables (continued)

Receivables and
and Other

As at 31 December 2017 and 30 June 2018, the fair values
of trade and bills receivables approximate to their carrying
amounts largely due to the short-term maturities.

As at 30 June 2018, prepayments, deposits and other
receivables included the followings:

(@) Amounts due from a company of RMB550,924,000
(31 December 2017: RMB550,924,000), net of
impairment provision of RMB285,360,000 (31
December 2017: RMB285,360,000), further details
of which are set out in Note 19(A)(a).

(b) An amount of RMB55,396,000 (31 December 2017:
RMB55,396,000) which represented an amount
withdrawn by the court during the year ended 31
December 2017, further details of which are set out
in Note 19(A)(b)(ii).
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HA R A & O B TS SR AR BT RE

16. Trade and Bills Payables 16. EZREBEIRM
30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
FARY FARM
(Unaudited) (Audited)
(REEZ) (BE=R)
Trade and bills payables to third parties B S REREMRR
= == 928,332 778,663
Trade and bills payables to related parties 2 5 & =18 & BRI
— AR 13,648 42,170
941,980 820,833
An ageing analysis of the trade and bills payables as at the THERLBEHRENZ S B
end of the Period under Review, based on the transaction ME SN EZEEMNETINERR D
date, is as follows: T o
30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
FARY TFAR®
(Unaudited) (Audited)
(REEZ) (BEZ)
Within 3 months 3MEAR 803,098 792,738
4 to 6 months 4Z61E A 18,779 12,248
7 to 12 months 7E212{E A 109,730 4,995
1 to 2 years 1FZE2F 939 1,849
Over 2 years 2F A F 9,434 9,003
941,980 820,833
As at 31 December 2017 and 30 June 2018, the fair values 2017912 8318 &201846 A30
of trade and bills payables approximated to their carrying B B2REBENEFTNAAE
amounts largely due to the short-term maturities. BHEHEEmMEHRESE  SFrEHE

HIEE AR o

ELRBERBMROA 2018F Bt
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. ) =
17. Interest-bearing Loans 17. sFEERK
30 June 2018 31 December 2017
2018£6830F 20174124318
(Unaudited) (Audited)
(REEH) (mE7)
Contractual Contractual
interest rate (%) Maturity RMB'000 interest rate (%) Maturity RMB'000
RHFR%) 2R TARH BHHEY) 5|&R TARK
Current ok
Bank loans - secured  H{TEH - FER Base*+1.90  On demand’ Base™+1.90 On demand’
EA7%41.90 RERDA 18,116 EAXFE4190 RERAY 24,004
2.5% - HIBOR*  February 2019
2.5% — HIBOR** 20195252 396,259 NATER NIANER NATER
Bank loan - unsecured  7EF - R 4% per month On demand 4% per month On demand
4%,/ R REREMH 827 1%/ 8A RENEN 936
Total CEl 410,202 24,940
1 The secured bank loan represented a GBP-dominated 1 BHEMRITERIE—ZARERE
secured facility amounting to GBP8,000,000 (31 MAEKF R E FEE K 88,000T T
December 2017: GBP8,000,000). The bank loan was (201712 A31H : & £58,000F
secured by the pledge over certain trade receivables TT) o SRITERTIUAE T8 S EKE
(Note 15) and certain buildings (Note 11). In accordance K (HFE15) kE TEF (FaEt11)
with the contract, the loan was repayable upon the ERER - BREAR - RIKEEZE
collection of the factored trade receivables and carried a ENE SERERE  ZZ2EXRH
floating interest rate based on the Base plus 1.90%. REE - WIREARFE I £1.90%
RZENFIRET B o
2 The secured bank loan represented a HKD-dominated 2 BEBBRITERE —FEANBETE

*k

secured facility amounting to HK$470,000,000 (31
December 2017: RMBNil). The bank loan was secured by
the pledge of a time deposit of the Group amounting to
RMB400,000,000 (31 December 2017: RMBNIil).

“Base” refers to the Bank of England base rate.

“HIBOR” refers to Hong Kong Inter-bank Offered Rate.

As at 31 December 2017 and 30 June 2018, the fair values
of interest-bearing loans approximated to their carrying

amounts largely due to the short-term maturities.
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18.

Convertible Bonds

On 20 May 2016, the Company and an independent
third party entered into a subscription agreement (the
“Subscription Agreement”) in relation to the issue of
convertible bonds denominated in Hong Kong dollar (“HK$”)
in an aggregate principal amount of HK$500 million (the
“Convertible Bonds”). The Convertible Bonds were issued
on 7 June 2016.

Pursuant to the Subscription Agreement, the Convertible
Bonds are convertible into fully paid ordinary shares:

(@) on or after the issue date (i.e. 7 June 2016) and
up to and excluding the close of business on the
second anniversary of the issue date (the “First
Maturity Date”, in June 2018) at an initial conversion
price of HKDO0.925 per share (subject to anti-dilutive
adjustments); and

(b) with extension up to and excluding the close of
business on the fourth anniversary of the issue date
if agreed by the Company and the bondholder in
writing at least 30 days prior to the First Maturity
Date (the “Second Maturity Date”).

The Convertible Bonds bear interest at the rate of 7.8% per
annum on the principal amount of the bonds outstanding.
The interest will be payable by the Company semi-annually
in arrears. The outstanding amount of the Convertible
Bonds will be redeemed on maturity (the date falling on
the First Maturity Date or the Second Maturity Date, where
applicable) at a value equal to the aggregate of (1) its
principal amount outstanding; and (2) the interest accrued.

18. AERES

M2016F5H20H © & &

G

—BBYEZIRBETAEEE
& #£500,000F /& 7T LA 7T ([
L)) sHES AT BRERES ([T 8K
EHD AT RERE (REWH
&) o AT MIRESER2016F6 A

THET o
BIERE RS JBRERESTER
AEBREEN

(@)

® ¥ 17 B (B12016F6A7
H) k@ REEZRTASE
—EEFEHEERREE

(TeEEZAE) (& @3 5
B 7R2018F67) - HifME
1% Y118 2 iR (B 5 1%0.925/%
T (ARREEHARE) : &

WARRREFHBEARE
A28 B A& 230H LA E®
HTAEREREERETHSE
MEBEE B & XA
(FEHE%B) (15— E2H
B1)e

A MBRESFIE R ABEES AR
AFE R 7 8%5T B - ARBHR
BFFEHMRIMAFE - AJREES
RATESBREN B R (& E2H
AsE_—EZHEER (WER))
BOERABEASE « RQ)ERT
MBZMEME o

B RPRRERAT 20184t L @;
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18.

Convertible Bonds (continued)

The Convertible Bonds that contain both liability and
conversion option components were classified separately
into their respective items on initial recognition. The
embedded derivative of conversion option is therefore
accounted for as a derivative. The fair values of the
derivative component are determined based on the
valuations performed by Jones Lang LaSalle Corporate
Appraisal and Advisory Limited, an independent firm of
professionally qualified valuers, using the binomial option
pricing model. Changes in fair value of that component
between the measurement dates are recognised in profit or
loss. The fair value of the liability component is measured as
the present value of the expected payments and principal
repayment at maturity on initial recognition and is carried
as a liability on the amortised cost basis until extinguished
on conversion or redemption.

On 4 May 2018, pursuant to an amendment deed approved
by the bondholder, the Company and the bondholder
agreed to amend the terms of the Convertible Bonds as
follows:

(@) The conversion price, which was originally HK$0.925
per share is amended to HK$0.77 per share (subject
to anti-dilutive adjustments); and

(b) The maturity date of the Convertible Bonds is
extended to 7 June 2020.

Save as disclosed above, all the other terms and conditions
of the Convertible Bonds shall remain unchanged. The
amendments have been approved by the shareholders of
the Company at the extraordinary general meeting on 15
June 2018.
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18.

Convertible Bonds (continued)

Consequently, a loss arising from the modification of the
terms of RMB78,387,000 (six months ended 30 June 2017:
RMBNIl), being the difference between the carrying amount
and fair value of the components of the Convertible Bonds
on the date of modification, was recognised in profit or loss

during the Period under Review.

The movements of the liability component and derivative
component of the Convertible Bonds during the year ended
31 December 2017 and the Period under Review are as

follows:

18. WRES (&)

At -

RERT R ME L Z BB A

R #78,387F T (B £22017%6 A
0B IF6fA A : AR = T) - Al
AIMRESENMER E B ERMEE H

BEH

PO AR EEZEHNER -

R E M E B R AR o

HE22017F12A31B IEFE K[
BRHEAA - AR EHFm A EI D &
PTET A MHMESH T -

Liability Derivative

component of component of

Convertible Convertible
Bonds Bonds Total

ARRESH  TRRESN
aERG TEIARSG CH
RMB’000 RMB’000 RMB’000
FAR% FARE FTARH
At 1 January 2017 R2017%1A18 440,272 60,230 500,502

Effective interest expense RERREANERHEZ
recognised to profit or loss 40,262 - 40,262
Interest paid BRFE (33,664) = (33,664)
Fair value change AREBEZY - (46,228) (46,228)
Exchange realignment HNEE (25,641) (2,069) (27,710)
At 31 December 2017 (Audited) R2017F12A31 8 (£E%) 421,229 11,933 433,162
Effective interest expense RERRBRNEREZ L

recognised to profit or loss 19,388 - 19,388
Interest paid ERFIE (14,724) = (14,724)
Loss arising from modification of terms  {E&] EHES 2 E51E (19,891) 98,278 78,387
Fair value change AnEEE = (75,138) (75,138)
Exchange realignment HIME TR 4,765 982 5,747
At 30 June 2018 (Unaudited) 2018564308 (RIEER) 410,767 36,055 446,822

B RPRRERAT 20184t L @
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18. Convertible Bonds (continued) 18. WRRES (&)
The major inputs for the valuation of the fair value of the R2018F6H30H Kk 12017F12 H31
derivative component of the Convertible Bonds as at 30 AR ESITE T ESBH AR EE
June 2018 and 31 December 2017 are show as follows: HEMNE E AZERY R T :

30 June At 31 December

2018 modification 2017

20184 date 20174

6H30H CHI=! 12A31H

Share price I (B HK$0.660 HK$0.790 HK$0.770
0.66078 7T 0.790/8 7T 0.770/%& 7T

Conversion price R (E HK$0.770 HK$0.770 HK$0.925
0.77078 JT 0.770% 7T 0.925%8 7T

Risk-free rate 42 [ i 71 2R 1.353% 1.837% 1.018%
Volatility VA ] 39.54% 39.39% 37.01%
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19. Litigations And Contingent Liabilities

(A)

Litigations

@

The Group as a plaintiff

A subsidiary of the Company (the “Subsidiary”)
entered into several pledge and guarantee
agreements in 2013 and 2014 (the “Pledge
and Guarantee Agreements”) with certain
banks in the PRC, providing guarantees to
the banks for their loan facilities granted to
certain borrowers. Counter guarantees were
provided by one of the borrowers of the
bank loans, namely Chongging Wu Ji Real
Estate Development Co., Ltd. (“Wu Ji”), to
the Group. During 2014, aggregate pledged
time deposits of RMB550,924,000 of the
Subsidiary had been withdrawn by the banks
due to default of the bank loans under the
guarantees of the Subsidiary.

19.

SFARNEEE
(A) FFEA
(@ AEEBERE

AR —RH B A
([HBATR]) K2013
F K2014F £ B &
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ER%=ZE] - BRT
mEFERARTER
BERMHER . — (IR
TEFNERAEE
EIREERZEERA
a([EER]) MASKE
RHETRER- 72014
F ARAEKTBARIE
ROIBITEFRREE
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NAEHEHRERE
AR¥550,924F It °
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19. Litigations And Contingent Liabilities
(continued)

(A) Litigations (continued)

(a)

The Group as a plaintiff (continued)

The Group initiated a series of legal
proceedings against Mr. WU Changjiang, a
former director and former chief executive
officer of the Company, Mrs. WU Lian
(spouse of Mr. WU Changjiang), Mr. WU
Xianming, Mrs. CHEN Min, Chongqging Lei
Li Jie Industrial Development Co., Ltd., Wu
Ji, Chongging Jiang Te Surface Treatment
Co., Ltd. and Chongaging Hua Biao Lighting
Manufacturing Co., Ltd., in the Intermediate
People’s Court of Huizhou for damages. In
addition, as indicated in 8 letters of counter
guarantee issued by Wu Ji with dates in 2013
and 2014, Wu Ji provided counter guarantees
to the Group to reimburse any losses for
provision of guarantees on the bank loans
borrowed by certain PRC companies under
the Pledge and Guarantee Agreements. An
aggregate amount of RMB550,924,000 was
recognised as other receivables due from a
company since 2014 and as at 31 December
2017, and 30 June 2017 and 2018. The
directors are of the opinion that an amount
of RMB265,564,000 is recoverable since
2014 and as at 31 December 2017, and
30 June 2017 and 2018, and accordingly
a provision for the irrecoverable amount of
RMB285,360,000 had been charged to profit
or loss of the Group since 2014 and up to
31 December 2017, and 30 June 2017 and
2018.

@ NVC LIGHTING HOLDING LIMITED Interim Report 2018

19.

kR EEE (A

(A)

AR (A8

(@)

=

AEEBERE (&)

AEERBRAEEZER
BEMmHEARZER
E NN = =8 3 T
BEHNTERRILE
Rzt (BRE
THhRENRB) R
FRHLE B

T+ EEEILRE
¥XBRRERRAE - E
BB IBEREE
BERRABIMNEEE
S BERERRA A
RRH—ESBREEF
Ao BEAN - BRI A
HE M A2013
FR2014FEH8H X
BEREKET © ERMA
AEERHERERNA
HEERETHEA
AR E B R R
EATERITEREMH®
ERMESNTMAE
%k o B2014F£WH
2017F 12 A31 B IA
K2017F k201846
HB0HBEREHEXAR
#550,924 FT T &
BEEMER—FRA
BRIE -EERAH
2014F I R 2017
F12A31BLAK2017
FK2018F6 A30H
AkEEEAEAR
¥ 265,564 F T I
MAATREEEAR
#285,360F JLET 1R
BERTALREES
2014F BB E20174F
12 A31 B LA KM20174F
201846 A30HH

%
7
o



(continued)

(A)

19. Litigations And Contingent Liabilities

Litigations (continued)

(b) The Group as a defendant

(i)

The Subsidiary also entered into
guarantee agreements with another
PRC bank in 2013 (the “Guarantee
Agreement 1”) and a PRC finance
company in 2014 (the “Guarantee
Agreement 2”) respectively, providing
guarantees to the PRC bank and the
PRC finance company for their loan
facilities granted to their borrowers.
Mrs. WU Lian is the borrower of the
loan in relation to the Guarantee
Agreement 2.

The outstanding loans of
RMB35,497,000 and RMB34,000,000
the
Agreements 1 and 2 were in default
in 2015 and 2014 respectively. The
PRC bank and the PRC finance
company took legal actions against

in  relation to Guarantee

the respective borrowers and the
guarantors (including Wu Ji and the
Subsidiary as guarantors) to recover
the loan balances and interests.

Notes to the Interim Condensed Consolidated Financial Statements
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19. Litigations And Contingent Liabilities
(continued)

(A)

Litigations (continued)

(b)

The Group as a defendant (continued)

(continued)

For the Guarantee Agreement 1,
according to the first court judgement
in 2016 and the final court judgement
in 2017, the Subsidiary is adjudicated
to be jointly liable for the payment
to the PRC bank of the outstanding
loan, plus interest and costs. The
Subsidiary has filed application of
retrial of the PRC court judgements
and the commencement thereof
was accepted by the PRC court in
January 2018, but the application
was subsequently rejected according
to the court judgement received by
the Subsidiary in May 2018. For the
Guarantee Agreement 2, according
to the first court judgement in 2016
and the final court judgement in
2017, the Subsidiary is adjudicated
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19. Litigations And Contingent Liabilities 19. :RIANRBEEE (&)

(continued)
(A) Litigations (continued) (A) &FFA (&)
(b)  The Group as a defendant (continued) b)) FTEBFEEEEA
(&)
()  (continued) 0 (&)

to be jointly liable for the payment
to the PRC finance company of
the outstanding loan, plus interest
and costs. The Subsidiary is in the
process of applying for protests of
the PRC court judgements in relation
to Guarantee Agreements 1 and 2.
Accordingly, the Group is of the view
that the legal proceedings in relation
to Guarantee Agreements 1 and 2 are
still in progress notwithstanding the
respective final court judgements and
the rejection of the application of retrial
in relation to Guarantee Agreement 1.
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19. Litigations And Contingent Liabilities
(continued)

(A)

Litigations (continued)

(b)

The Group as a defendant (continued)

(continued)

The directors, with reference to legal
opinions obtained and other factors,
consider that the likelihood of the
Group sustaining losses from the
Guarantee Agreements 1 and 2 is
remote. In particular, it is considered
that the loans had sufficient underlying
securities including Wu Ji’s guarantees
and the Subsidiary is only one of
the guarantors for the loans and it
is considered not probable that an
outflow of resources embodying
economic benefits will be required to
settle the obligation, and no provision
is considered necessary as at 31
December 2017 and 30 June 2018.
Details of the contingent liabilities are
set out in Note 19(B).
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19. Litigations And Contingent Liabilities
(continued)

(A)

Litigations (continued)

(b)

The Group as a defendant (continued)

(i

In addition to the above agreements,
the Subsidiary entered into a guarantee
agreement (the “Guarantee Agreement
3”) with a PRC bank in 2014, providing
guarantee to the bank for a loan facility
granted to its borrower. In addition,
the bank loan was secured by the
pledge of a piece of land owned by
Wu Ji.

The bank loan was in default in 2014
and the bank took legal actions against
the borrower and the guarantors
(including the Subsidiary) to recover
the bank loan balance and interest.
A court order was issued to freeze
assets of the guarantors (including
the Subsidiary) in the amount of
RMB62,000,000.
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19. Litigations And Contingent Liabilities
(continued)

(A)

Litigations (continued)

(b)

The Group as a defendant (continued)

(i

(continued)

As a result of the court order, bank
balance of the Subsidiary in the
amount of RMB55,396,000 had been
frozen by the bank in 2014.

According to the first court judgement
in 2016 and the final court judgement
in 2017, the Subsidiary is adjudicated
to be jointly liable for the payment to
the PRC bank of RMB60,000,000,
plus interest and costs. In February
2017, the frozen bank balance of the
Subsidiary was withdrawn by the court
for the purpose of settlement of the
claim by the PRC bank. During 2017,
the Subsidiary filed an application of
retrial of the PRC court judgements
in relation to Guarantee Agreement 3
which was rejected by the PRC court.
During 2017, the Subsidiary filed an
application of protest of the PRC court
judgements and the commencement
of related legal proceedings has
been accepted by the PRC court in
March 2018. The related outcome of
the protest according to the official
legal documents received by the

Subsidiary is pending as of the date
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(continued)

(A) Litigations (continued)

(b) The Group as a defendant (continued)

(i

(continued)

of approval of these interim condensed
consolidated financial statements and
accordingly, the Group is of the view

19. Litigations And Contingent Liabilities 19. :RIANRBEEE (&)

(A) FFF (&)

b)) AEEBFEBHEEZTA
(&)

(i) (&)

E & o 1K2017
FZWEB A
Al B TE H

that the legal proceeding is still in 5 B # R IR
progress notwithstanding the final ek B
court judgement and the rejection of % Bt B 122018
the application of retrial. As at 31 F3H X1 H

December 2017 and 30 June 2018, the
withdrawn amount of RMB55,396,000
was included in “Prepayments,
deposits and other receivables” in the
condensed consolidated statement of
financial position.
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19. Litigations And Contingent Liabilities 19. sFEARREBEE (&

(continued)
(A) Litigations (continued) (A) FFFR (&)
(b) The Group as a defendant (continued) (b) 7?/; &f)? 1ER#H & A
e
(ii) (continued) (if) (&)

The directors, with reference to legal Q&R /g} é B A5 H)
opinion obtained and other factors, 7R {f BRLEE
consider that the likelihood of the @% %E % %
Group sustaining losses from the PO ) T TS =
guarantee is remote. In particular, % &2 HE AR
it is considered that the bank loan 182X B A] A2 1
had sufficient underlying securities Wik LHEE
including a piece of land pledged TJ%%EZ RITE
by Wu Ji and the Subsidiary is only KEBRHME
one of the guarantors for the bank ﬁ FAER B
loan. The directors believe that the g%ﬁ%iﬁg@
withdrawn bank balance will be fully = i
recovered upon the conclusion of the E Eg J?é _ §
protest of the. F’RC court Judgements MEHh— 2
and no .pI’OVISIOIn on the withdrawn B Ao & EF
amount is considered necessary as EEdEER
at 31 December 2017 and 30 June #J SRy B = 4
2018. In addition, the directors are ?EZ 2 B A

of the opinion that no provision on
any shortfall between the amount to
be ultimately settled by the Group
under the Guarantee Agreement 3
and the Subsidiary’s withdrawn bank
balance is considered necessary as at
31 December 2017 and 30 June 2018.
Details of the contingent liabilities are
set out in Note 19(B).
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HA R A & O B TS SR AR BT RE

19. Litigations And Contingent Liabilities
(continued)

(B) Contingent liabilities

(a) As at 30 June 2018, contingent liabilities
not provided for in the interim condensed
consolidated financial statements were as
follows:

19.

HRakIEEE (B)

(B) =HEEE

(@) #ZE2018F6H30H
k- RRFPHEHE
DEEF S R AT IR B4
MRBEREWT -

30 June 31 December

2018 2017
20185 20174
6H30H 12H31H
RMB’000 RMB’000
FTARY FARK
(Unaudited) (Audited)
(REER) (f&E%)
Guarantees given to banks ®EFEF AR AL
and a finance company in EEMETRITE XK
connection with facilities MR RMER
granted to:
Two PRC companies and BlELAE NN ES
Mrs. WU Lian, an individual (AR AL) 131,497 131,497

B RAEMERAT 201855 MRS @
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 HA R A & O A TS B AR B E

19. Litigations And Contingent Liabilities
(continued)

(B) Contingent liabilities (continued)

(o)

The Group acted as defendant in lawsuits
brought by two PRC banks and a PRC finance
company alleging that the Group should
assume guarantee liabilities and interests
according to guarantee agreements. The
directors consider that the likelihood of the
Group sustaining losses from the guarantees
is remote, and accordingly no provision for
claims arising from the litigations is considered
necessary as at 31 December 2017 and 30
June 2018, save for the related legal and
other costs. Based on the respective court
judgements, interests are imposed on the
principal amounts as disclosed in (a) above,
which are calculated on (i) principal amount
of approximately RMB62,000,000 at 9.9% per
annum plus compound interest at 9.9% per
annum on unpaid interest since 21 October
2014; (i) principal amount of approximately
RMB34,000,000 at four times of six-month
borrowing rate of the People’s Bank of China
since 8 October 2014; and (iii) principal
amount of approximately RMB35,497,000 at
0.05% per day since 4 January 2015.
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HA R A & O B TS SR AR BT RE

20. Pledge of Assets 20.

As at 30 June 2018, save for those disclosed elsewhere in
these interim condensed consolidated financial statements,
the following assets of the Group were pledged:

BEREE

M2018F6HA30H - BrANH HARG A
BHPBHRERATREEIN - A
BT3B ED REA

30 June 31 December

2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
FARY FARE
(Unaudited) (Audited)
(REEFR) (EZ)
Property, plant and equipment ME - BB N ERE 264,340 282,544
Prepaid land lease payments FEft S 46,335 46,995
Trade and bills receivables B 5 R EFREWER 13,116 24,004
Pledged time deposits B E BER 493,019 129,086
816,810 482,629
21. Related Party Transactions 21. ABAEXRS
(@) None of the shareholders is the controlling (a) BEBRRBEIQFEZERE
Bl
entity of the Company. B o
(b) In addition to the information disclosed (b) BRZ 5 & BA CRLE S
elsewhere in these interim condensed RHM T HENEE

consolidated financial statements, major
related parties with which the Group had
transactions during the six months ended
30 June 2018 and six months ended 30 June
2017 are listed below:

An entity with significant influence over the Group

Elec-Tech International Co., Ltd. (“Elec-Tech”)

4 B 2201856 H30H
1t618 B & B £201756
H30H It6{8 B EE AR &K H
ETXZNETERFBKESH
Hlamk

— YA EFREEATZE
= Gl
YEHE =

BEREFEEERBRMD AR
nm) ([fEmEE])

ELRBERBMROA 2018F Bt
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 HA R A & O A TS B AR B E

21. Related Party Transactions (continued)

(b)

(continued)

Subsidiaries of Elec-Tech

Wuhu Retop Electronics Co., Ltd.

Dalian Elec-Tech Lighting Technology Co., Ltd.

Wuhu 3E Lighting Co., Ltd.

Wuhu Elec-Tech International Lighting Technology
Co., Ltd.

Elec-Tech Lighting Engineering Co., Ltd.

Huizhou NVC Fire Lighting Co., Ltd."

Elec-Tech International (H.K.) Company Limited

Associates of the Group

Huizhou Thorled-opto Co., Ltd.

Wuhu NVC Lighting E-Commerce Limited
(“Wuhu NVC”)

Entities controlled by Mr. WU Jiannong, a director
and substantial shareholder of a subsidiary of the
Company

Jiangshan World Bright Crystal Co., Ltd.

Quzhou Aushite lllumination Co., Ltd.

Zhejiang Tonking New Energy Group Co., Ltd.

An entity controlled by Mr. WANG Dongming, a
director of the Company
NVC Lighting & Electrical

Technology Singapore

Pte. Ltd.

i On 9 January 2017, the entity ceased to be a
related party of the Group as it has become a
subsidiary of the Group.
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HA R A & O B TS SR AR BT RE

21.

(c)

Related Party Transactions (continued) 21. BEMAIRG (&
In addition to the transactions detailed (c) BRAPHARGERE PFEI IR &K
elsewhere in the interim condensed Htth FFHERARRZ 5
consolidated financial statements, the Group AEBENEZE20185F6 A
had the following transactions with related 30H 618 A & LA T B B
parties during the six months ended 30 June RS :
2018:
Six months ended 30 June
B Z6H30HL6MEA
2018 2017
20184 20174
RMB’000 RMB’000
TARH FAR
Notes (Unaudited) (Unaudited)
W (REEHZ) (CREEZR)
Elec-Tech: BEEE
Purchases of shares BERD - 47,373
Purchases of finished goods EEENKM (i 8,257 2,995
Subsidiaries of Elec-Tech: EZ R EMRE N
Sales of finished goods SHE EK m (i 8,019 1,278
Purchases of raw materials BEEEMA REKSD
and finished goods (i) 62,591 63,674
Rental expenses HEEH (i 121 56
Associates of the Group: KEFHBHE LT
Rental fee income HaelA (i 571 571
Sales of finished goods HEEK M (i 72,130 27,344
Purchases of raw materials BERMH (i - 43,168
Trademark licence fee income AR BIRA (i) 1,539 -
Handling income FEERA (i) - 5,011
Entities controlled by BARGT—ZHE
Mr. WU Jiannong, a director RAEERTERE
and substantial shareholder REEBLLLZHINER -
of a subsidiary of the Company:
Purchases of raw materials BERMHRERKD
and finished goods (i) 1,038 4,281
Purchases of property, BEWE  WENERE
plant and equipment (i) - 188

B RPRRERAT 20184t L @
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21. Related Party Transactions (continued) 21. BBERS (#&
(¢) (continued) () (&
Six months ended 30 June
HZ6A30H 1L61E A
2018 2017
2018% 20176
RMB’000 RMB’000
SN TARK
Note (Unaudited) (Unaudited)
Hist (REEZ) (REER)
An entity controlled by — LR GEE
Mr. WANG Dongming, TRGIEELES
a director of the Company: HEE .
Consultancy fee AR (i 2,363 2,074

Notes:

(i) The transactions were made at prices mutually

agreed by both parties.

(if) Trademark licence fee income arose from licensing

the “NVC” brand to related parties, and was

charged at 3% to 5% of the related parties’ annual

sales. The royalty rate was mutually agreed by both

parties.

In the opinion of the board of directors, the related

party transactions were conducted on normal

commercial terms and in the ordinary course of the

Group’s business.
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HA R A & O B TS SR AR BT RE

21. Related Party Transactions (continued) 21. BEMAIRG (&

(d) Outstanding balances with related parties: (d) BEEFHRFELLR
Except as disclosed elsewhere in the interim Brh HARGG AR & BB IS SRR AT
condensed consolidated financial statements, W EEE I H2018F6A30
as at 30 June 2018, included in prepayments, HEt AU RS A& E
deposits and other receivables, and other payables AR RES REMEK
and accruals of the Group are the aggregate AR BA B EL b FE A5 BR B % B
balance of RMB10,783,000 (31 December 2017: SFTERA XA ARK10,783
RMB8,610,000) and RMB18,417,000 (31 December Tt (2017F12A318 : A
2017: RMB733,000) due with related parties. R #8,610FT) R AR¥

18,417F 7T (2017512 A31
H: AR¥733F T) B4

ER °
() Compensation of key management personnel e) AEBTEEBAEH
of the Group: B :

Six months ended 30 June

HZ6H30H 1L61EA
2018 2017
20184 20174
RMB’000 RMB’000
FARY TARE
(Unaudited) (Unaudited)

(REERK) (REEZ)

Short-term employee benefits HHEERET 11,694 10,950

B RPRRERAT 20184t L @;
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22. Financial Instruments by Category 22. RERETHWEMITA

N & B R2018F6HA30H K&2017
FI2AIHFEN R TAME

Set out below is an overview of financial instruments held
by the Group as at 30 June 2018 and 31 December 2017:

R
30 June 31 December
2018 2017
20185 20174
6H30H 12H31H
RMB’000 RMB’000
FTARY TARY
(Unaudited) (Audited)
(REEXR) (ER)
Financial assets at amortised costs: REBHEREARNSREE :
Financial assets at amortised R ERAA RN SR
cost/loans and receivables: BE/ BERREREER :
Trade and bills receivables B 5 REREUIR 1,091,592 1,092,554
Financial assets included in prepayments, AT - REE R
deposits and other receivables HiEWRRNEmEE 413,491 380,092
Restricted bank balances and R FIRITEE SR K
short-term deposits RHTFEN 518,019 314,422
Cash and cash equivalents B4 RIS EEY 991,040 1,265,589
3,014,142 3,052,657
Financial assets at fair value: AR EESE
ZEREE
Long term investments REIKE 229,798 218,026
Held-for-trading investments BUMEERE 88,786 88,786
318,584 306,812
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HA R A & O B TS SR AR BT RE

22. Financial Instruments by Category 22. ZE R B2 MW Em I A
(continued) (&)
30 June 31 December
2018 2017
20184 20174
6H30H 12H31H
RMB’000 RMB’000
TFARK TAR®
(Unaudited) (Audited)
(REEZ) (BER)
Financial liabilities: SRBEE
Financial liabilities at fair value DAREBEEFABEZHN
through profit or loss: cREeE:
Convertible bonds Al R E S
— derivative component — PTET AZMGD 36,055 11,938
Financial liabilities at amortised cost: REBHRAAKRH
TREE:
Trade and bills payables B o5 N EBENRR 941,980 820,833
Financial liabilities included in AN EL At FE ST BR R
other payables and accruals E:tEANTRBEE 498,309 447,054
Interest-bearing loans HREW 410,202 24,940
Convertible bonds - liability component AR ES — BEHH 410,767 421,229
2,261,258 1,714,056
23. Fair Value of Financial Instruments 23. eRITEHZDNAEBE
(@) Financial instruments not measured at fair (a) YFBRAAREBEFEZS
value M A

Management has assessed that the fair values of
cash and cash equivalents, restricted bank balances
and short-term deposits, trade and bills receivables,
trade and bills payables, financial assets included
in prepayments, deposits and other receivables,
financial liabilities included in other payables and
accruals, interest-bearing loans and convertible
bonds — liability component approximate to their
carrying amounts largely due to the short-term
maturities of these instruments.

EEENERE IR EE
Y~ R BIERTT 4 8 N 2
TR EIEEREWK
R EBIREBREMNERR

MATEN R - RES R EAM
FURERNEBMEE - MA
H e BR X M BT B A EY
EREBE  AEERNAH
BfES - AESBONAAE
BERAKEEMES  DEE
EEE/\\EZ:@F%EIEWEALHH

MR HIFTER -
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23. Fair Value of Financial Instruments 23. €ERIAEZAAEE (&)

(continued)
(b)  Financial instruments measured at fair value (b) BRAAEBEEZE®MIT
8
The following tables illustrate the fair value TRERAESESMIAR
measurement hierarchy of the Group’s financial REBEFAEER
instruments:
As at 30 June 2018 (Unaudited) 201856 H30H (* 48 #
#%)
Fair value measurement using
AREETEFERNBAR
Quoted
prices Significant Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
EEWHERE EBEFUHE
ERTHERE BHAE BHAE
(E—8) (E=8) (E=E) Bzt
RMB’000 RMB’000 RMB’000 RMB’000
TAR% TAR® TAR® TARE
Financial asset: SREE:
Financial assets at FVTPL UARBEFARR
MemER
- Listed equity investments - Tz RARE 88,786 - - 88,786
Long term investments RERE
Financial assets at FVTOCI NRARBETAHM
2ABANEREE
- Listed equity investments - FzZRAKRE 29,200 - - 29,200
- Unlisted equity investments —EEMZBRARE - = 2,100 2,100
- Listed debt investments - ki EBRE 198,498 - - 198,498
Financial liabilities: tRaRs
Financial liabilities at FVTPL LA A BEAES
Memas
- Convertible bonds - BkRES
— derivative component - TET ARG - - 36,055 36,055
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HA R A & O B TS SR AR BT RE

23. Fair Value of Financial Instruments 23. €I BEZAAEE (&)

(continued)
(b)  Financial instruments measured at fair value (b) BEAAEBEFEZSEMI
(continued) A (&)
As at 31 December 2017 (Audited) R2017F 12831 H (4&&F#z)
Fair value measurement using
ArEEEFANEAE
Quoted
prices  Significant Significant
inactive  observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
EZURE EETAUER
ERTISRE BAE BAE
(£—8) (B_[E) (F=E) &5t
RMB'000 RMB’000 RMB’000 RMB’000
TARE TARE TARE FTARE
Financial asset: EREE !
Held-for-trading investments  ${EEERE
- Listed equity investments — EmzBRARE 88,786 = = 88,786
Long term investments REKRE
Available-for-sale ARHELRHEE
financial assets
- Listed equity investments — P2 BRAERE 20,000 = = 20,000
- Unlisted equity investments — kLI RARE - - 2,000 2,000
- Listed debt investments - ki EBERE 196,026 - - 196,026
Financial liabilities: tRBE
Financial liabilities at FVTPL WA REEFAES
Hemas
- Convertible bonds — ABRES
- derivative component — ST T ARG - - 11,933 11,933

E+EEERERAT 2018Fh s @
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23. Fair Value of Financial Instruments
(continued)
(b) Financial instruments measured at fair value

(continued)

During the Period under Review, there were no
transfers of fair value measurements between Level
1 and Level 2 and no transfers into or out of Level 3
for both financial assets and financial liabilities.

The Group’s management is responsible for
determining the policies and procedures for the
fair value measurement of financial instruments.
At each reporting date, management analyses the
movements in the values of financial instruments and
determines the major inputs applied in the valuation.
The valuation process and results are discussed with
the audit committee twice a year for interim and
annual financial reporting.

The fair values of the financial assets and liabilities
are included at the amount at which the instrument
could be exchanged in a current transaction between
willing parties, other than in a forced or liquidation
sale.

The fair values of listed equity and debt investments
are determined based on quoted market prices.

Fair values of the unlisted equity investments have
been estimated using a discounted cash flows
model. The valuation requires management to
make certain assumptions about the model inputs,
including forecast cash flows, the discount rate,
credit risk and volatility. The probabilities of the
various estimates within the range can be reasonably
assessed and are used in management’s estimate
of fair value for these unlisted equity investments.
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23. Fair Value of Financial Instruments
(continued)
(b) Financial instruments measured at fair value

(continued)

Significant unobservable inputs

— Weighted average cost of capital 26%
— Revenue growth rate 10-28%
— Long term perpetual growth rate 3%

The fair value of the conversion option embedded in
the Convertible Bonds is measured using valuation
technique, the Binomial Option Pricing Model.

Reconciliation for financial instruments carried at fair
value based on significant unobservable inputs (Level
3) are as follows:

HA R A & O B TS SR AR BT RE

23. E@MTEACAREE (&

(b) BEAARBEITEZEMT

B (&
EENAERGAE

— IEFEHERR A 26%
— WAL R & 10-28%
- REKAERR 3%

R AR B E 2R B R A U IR AR
ROAARBEIER AN
HIRE T B R A\ RO R (E Rl &t

=
s °

ERNEETAEEHAE
(ZB=) BAABEIED
TRTEZHERMAT

Financial assets

Available-for-sale

at FVTOCI financial assets
NUAABETA

Hi2EWAMR e

Six months ended Year ended

30 June 31 December

2018 2017

BZ2018%F HZ2017F

6A30HLL6fA  12AS1HILEE

RMB’000 RMB’000

TFAR#® TAR®

(Unaudited) (Audited)

(REER) (&%)
Unlisted equity investments FETmZRARE

At beginning of period/year B/ 59 2,000 -

Purchases &E 100 2,000
Total gains or losses: BUEEE

— in other comprehensive income - REMZEKA - -

At end of period/year BX/EX 2,100 2,000
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23. Fair Value of Financial Instruments 23. €ERIAEZAAEE (&)

(continued)
(b)  Financial instruments measured at fair value (b) BAAREBEEFEZSEMT
(continued) B (&)
Financial liabilities at FVTPL
UAABEFTABRNERMER
Six months ended Year ended
30 June 31 December
2018 2017
BZ22018%F HZE2017F
6A330H 12H31H
1618 A HFE
RMB’000 RMB’000
TAR% TARE
(Unaudited) (Audited)
(REER) (B&%)
Contingent consideration payable ERZERE
At beginning of period/year e /&4 - 41,825
Transfer to other payables EREHMEMRT
and accruals KEETER - (41,825)
At end of period/year BR/FR - =
Details of the reconciliation for convertible bonds BRAE LA EESRA R &
— derivative component at fair value are set out in BEZ - TET A DOY
Note 18. REFIBHNMIEE18 ©
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24, Capital Commitments 24. BREH
Save for those disclosed elsewhere in the interim condensed B o BAfS AR & OF B 75 sl ok E b 26
consolidated financial statements, as at 30 June 2018, the DIWBEH ARSI - 201846 H30
Group had the following capital commitments: B XEEWMEAREREDT :

30 June 31 December

2018 2017
20185 20174
6H30H 12H31H
RMB’000 RMB’000
FARME FARE
(Unaudited) (Audited)
(REEFR) (EZ)
Contracted, but not provided for: EETA B AR -

Acquisition of property, g2y
plant and equipment R N kA 133,798 80,668
Investment in a joint venture R—REEDEMNRE 400,000 400,000
Acquisition of interest in an investment W g —TE 4% B MM 700 500
Investments in associates TEREEE AT 32,160 17,160
566,658 498,328

B RAEMERAT 201855 MRS @
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25. Events after the Reporting Period And
Significant Event during the Period under
Review

(@)

Pursuant to the share purchase agreement dated
16 March 2018 (“S&P Agreement 1”) and the share
purchase agreement dated 23 May 2018 (“S&P
Agreement 2”) entered into between the Company
and the seller (the “Seller”), the Group conditionally
agreed to purchase and the Seller conditionally
agreed to sell 40% equity interest and 60% equity
interest in Blue Light (HK) Trading Co., Limited
(the “Target Company”) at a cash consideration
of RMB315,000,000 and RMB500,000,000
respectively, subject to adjustments as stipulated in
the S&P Agreements 1 and 2. Furthermore, pursuant
to the share purchase agreement dated 23 May
2018 (“S&P Agreement 3”) entered into between
the Group and Mr. Zhang Peng who is one of the
key management personnel of the Group, the Group
conditionally agreed to purchase and Mr. Zhang Peng
conditionally agreed to sell his 5% equity interest in
Wuhu NVC at a consideration of RMB45,000,000
(collectively the “Proposed Acquisitions”). Wuhu NVC
is a subsidiary of the Target Company. The Proposed
Acquisitions were approved by the shareholders of
the Company at the extraordinary general meeting on
18 July 2018. During the six months ended 30 June
2018, an advance payment of RMB315,000,000 has
been made to the Seller. Further details are set out
in the Company’s circular dated 30 June 2018 and
announcements dated 19 March 2018, 23 May 2018
and 18 July 2018.
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25. Events after the Reporting Period And
Significant Event during the Period under
Review (continued)

(o)

On 9 August 2018, the Company received a
conversion notice from bondholder of the Convertible
Bonds in relation to the exercise of conversion rights
attached to such Convertible Bonds in full, and
accordingly, 649,350,649 conversion shares were
allotted to bondholder on 13 August 2018 pursuant
to the terms and conditions of the Convertible
Bonds. Further details are set out in the Company’s
announcement dated 13 August 2018.

Pursuant to a legally binding heads of agreement
(the “Heads of Agreement”) between the Company
and Jadestone China High-technology Industry
Investment Fund LP (“Jadestone”) dated 25 April
2018, the Company intended to acquire, and
Jadestone intended to sell, 100% equity interest
in Elec-Tech Solid State Lighting (HK) Limited at a
cash consideration of RMB900,000,000, subject to
adjustments as stipulated in the Heads of Agreement.
The Heads of Agreement contains the basic terms
and conditions agreed upon by the parties in respect
of the acquisition and it will be subject to the signing
of a definitive acquisition agreement between the
parties (the “Formal Share Purchase Agreement”).

During the six months ended 30 June 2018, an
advance payment of RMB200,000,000 has been
made to the seller. The Formal Share Purchase
Agreement has not been entered into and the
acquisition has not been completed as of the date
of approval of the interim condensed consolidated
financial statements. Further details are set out in
the Company’s announcements dated 25 April 2018.
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Notes to the Interim Condensed Consolidated Financial Statements
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26. Approval of the Interim Condensed 26. %)’qu,ﬁﬂﬁsﬁﬁﬁéﬁ,ﬂﬁi‘%ﬁ

Consolidated Financial Statements
The unaudited interim condensed consolidated financial

statements were approved and authorised for issue by the
board of directors of the Company on 24 August 2018.
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Definitions

B

In this report, unless the context otherwise requires, the following FEARIRET - B X E B BHAEI - T

words and expressions shall have the following meanings.

“Board”

(=g

“BRL”
(%]

“China” or “PRC”

[

“Code”

“Company” or “our Company”

EAVNCIN

“Convertible Bonds”

[ AT ESS

“Corresponding Period”

[R5 ]

AR RAALAU TS -

the board of Directors of the Company.
RRBEEE -

Brazilian Real, the lawful currency of the Federative Republic of Brazil.
EREZM BENEEE -

the People’s Republic of China, but for the purpose of this report and for
geographical reference only and except where the context requires,
references in this report to “China” and the “PRC” do not apply to Taiwan,
the Macau Special Administrative Region and the Hong Kong Special
Administrative Region.

REARAME  BERARERMELREMS  BXESEEN - AH
SRR [HE] 2EHTBERE  RFISIITERR REBRAIITHE -

the Corporate Governance Code and the Corporate Governance Report as
set out in the Appendix 14 to the Listing Rules.
LR RIS 2 (EETRTFAD RABEERRE)

NVC Lighting Holding Limited (& 4 88 B3 1= % & R 2 7)), a company
incorporated in the British Virgin Islands on 2 March 2006 and
subsequently redomiciled to the Cayman Islands on 30 March 2010 as an
exempted company with limited liability under the laws of the Cayman
Islands. The shares of the Company are listed on the main board of the
Stock Exchange.

ETRIAERBRART - —HKMK2006F3H2 AT RE MR XA S LML
BE1& 20103 AB0R et BERMERH S 2 A5 » WRERSHSEN
AR —REREERAR - HRMHNEBERZAER EH -

the convertible bonds denominated in Hong Kong dollar in an aggregate
principal amount of HKD500,000,000 issued on 7 June 2016 by the
Company.

RRARR2016F6 A7 H 1T 2 R & 78S 500,000,000/ JT LA TTEHE Y A

means the six months ended 30 June 2017 (as the context may require).

HZE2017F6HA30B 16 A (RFXEME) °
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Definitions

Bx

“Director(s)”

[E%]

“ETIC”

“En Wei Xi”

“Group”
[AR&EE |

“GBP”
[ 8% ]

“HKS”
[7T)

“Hong Kong”
(&% ]

“Huizhou NVC”
[EMEL]
“HID”

[HID]

“LED”
[LED]

“Listing Rules”

[ Em# Al

the director(s) of the Company.

RABESE -

Elec-Tech International Co., Ltd.* (EREZHEERHBER AR, a PRC
incorporated company which is currently listed on the Shenzhen Stock
Exchange. It is a substantial shareholder of the Company.
BREZFHEBERRHMERLE  —REPEFTMAZHRF - B ATERI
BHEXG T BARARIN—EFERR -

Chongaing En Wei Xi Industrial Development Co., Ltd.* (EE B & E 3%
‘AR AR, alimited liability company incorporated in the PRC and owned
as to 40% by Mr. WU Xianming, Mr. WU Changjiang’s father-in-law.
EEREAEEZREARAR - —REFBIGFEMAL I B E A 40%H) AR H#E B
RRIEENERREBAEEREENERAFA °

our Company and its subsidiaries.
KRR REKBAR -

Great Britain Sterling Pound, the lawful currency of the United Kingdom.
s BEDAEEY -

Hong Kong dollars, the lawful currency of Hong Kong.
B BREEEE -

the Hong Kong Special Administrative Region of People Republic of China.
hE ARKMBEEBRRITHE °

Huizhou NVC Lighting Technology Co., Ltd.* (BME L BRI AR A F),
a wholly foreign-owned enterprise with limited liability incorporated in the
PRC on 29 April 2006 and our direct wholly-owned subsidiary.
BEMELREREARAAF - —KMN200654 H298 &+ B AL B9
BEBREEAR  RRMOEEZEWNBAR -

High intensity discharge.
DREMNE °

Light-emitting diode.
BH_BE -

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited.
(BERBMERXSMBRAAZR EHAAD -
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“Model Code”

gl

“ODM”

[ODM ]

“Period under Review”

[ = Ea 8

“RMB”
[AR% |

“SFO”

[(EFHRHRERA)]

“Stock Exchange”
[ Bt 22 iy

“USA” or “US”

S0

“US$”
[%£5%

“UK NVC”

“we”,

[ 243

us” or “our”

Definitions

e

the Model Code for Securities Transactions by Directors of Listed Issuers
as set out in Appendix 10 to the Listing Rules.
ETRRIM ST 2 A EM BT AESFETI SR HNIRLESTA) o

Original Design Manufacturing, a type of manufacturing under which the
manufacturer is responsible for the design and production of the products
and the products are marketed and sold under the customer’s brand
name.

REBFTRE  BBELEERE  SUEFBEEMNRINEE  MEMBIAE
F & HMEE -

the six months ended 30 June 2018.
#H=2018F6830H LE61E A -

Renminbi, the lawful currency of the PRC.
ARE  hBUEEE® -

Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong).
(BHRBEGH) (BREDFEET1E) o

The Stock Exchange of Hong Kong Limited.
EEMARGERRAT

the United States of America, its territories, its possessions and all was
subject to its jurisdiction.

ENBERE - HEL - B REEENMEHE -

United States dollars, the lawful currency of the United States.

X XBURAEE® -

NVC Lighting Limited (formerly known as NVC (Manufacturing) Limited), a
private company incorporated in England and Wales on 31 May 2007, and
our direct wholly-owned subsidiary.

NVC Lighting Limited (JR& ANVC (Manufacturing) Limited) » —ZK #2007
FEABIHHERBEIEBLAMKINLARR  ERMANEEZENBER
) o

our Company or our Group (as the context may require).
AAmSAEE (RFEXERME)
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Definitions

Bx

“Wu Ji?

[ A% |

“Wuhu NVC”

[#HE T

Chongaging Wu Ji Real Estate Development Co., Ltd. * (BB &G E i 2=
AR AR, a limited liability company incorporated in the PRC which may
potentially be associated with Mr. WU Changjiang.
EFEREMEREAERAR  —REPEFMAZIT BT EERRILESE
HABNBR AR

Wuhu NVC Lighting E-Commerce Limited* @E#ETHRAE FEEARA
A]), a company incorporated in the PRC with limited liability and an indirect
subsidiary of Blue Light (HK) Trading Co., Limited.
HEHETRAEFEBERAR  —KRPEZFMEINBEREEAR - &
EERELABSBERARINEENE QR -

Denotes English translation of the name of a Chinese company or

entity and is provided for identification purposes only.
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