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CHAIRMAN’S STATEMENT
FRIS

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) and the management, | am honored
to present the report on the development and
operating results of LongiTech Smart Energy
Holding Limited (the “Company”) together with its
subsidiaries (collectively, the “Group”) for the year
ended 31 December 2017 (the “Reporting Period”)
to all the shareholders of the Company (the
“Shareholders”).
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At present, the world’s energy production, supply and consumption are
undergoing profound changes. The deep integration of new energy
technologies and modern information, materials and advanced manufacturing
technologies has become a major feature of the future development of
energy. The new models, new formats, and new products of energy utilization
are increasingly enriching, which will bring about profound changes in our
ways of production and lifestyle. In 2017, facing the many opportunities
brought about by the energy transformation, the Group focused on becoming
the leading integrated service provider of smart energy in China, implementing
a talent diversity policy, continuing to practice business transformation and
strategic upgrade, actively implementing the simultaneous development of
online and offline smart energy business. By divesting non-core business, the
Group’s business development ideas have become clearer.

Thanks to the national favorable policies and the unfailing efforts of all staff,
the Group’s total assets and profit levels have achieved significant growth in
2017, especially the smart energy and solar energy businesses, which
contributed major source of revenue and profit to the Group. As at 31
December 2017, the Group’s revenue was approximately RMB897,902,000
(2016: RMB563,913,000), and the profit attributable to owners of the
Company was RMB135,197,000 (2016: RMB51,456,000), representing an
increase of 59.2% and 162.7%, respectively, over the same period of last
year, in which the smart energy and solar energy businesses contributed
73.1% and 87.9% of revenue and profit, respectively.
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CHAIRMAN’S STATEMENT
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GRASP THE INDUSTRY TREND, AND BUILD AN
ENRICHING LAYOUT FOR SMART ENERGY
INDUSTRY

In 2017, the world economy experienced a significant recovery as a whole,
and the Chinese economy also developed steadily. According to the 2017
National Economic Performance Report published by the National Bureau of
Statistics, China’s actual GDP increased by 6.9% in 2017, which is the first
rapid increase in GDP since 2009. The total energy consumption in 2017 was
4.49 billion tons of standard coal, which was an increase of 2.9% from 2016.
The consumption of clean energies, such as natural gas, hydropower, nuclear
power, and wind power, accounted for 20.8% of the total energy
consumption, which was 1.3 percentage points higher than that in 2016. The
proportion of clean energy in total energy consumption is increasing. With
green and low-carbon development being promoted nationwide, as a results,
energy consumption per ten thousand yuan of GDP in China fell by 3.7% in
2017. Ecological civilization construction and environmental protection work
in other areas were also unprecedented. In 2017, China officially put forward
the ban on fuel vehicles on its agenda. At the same time, natural gas,
decentralized and other clean energies were developed proactively. Coal-
changed-to-clean energy and urban centrallized heating being promoted in
the northern heating-supply areas has facilitated the reform of power system.
The strictest “Environmental Protection Law” was being implemented in all
industries. The promulgation of a series of national policies has demonstrated
China’s determination in respect of structural adjustment, optimization across
energy industry, promoting energy-saving and emission reduction, air
pollution control, and addressing the issues such as global climate change.
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In order to cope with industry development and respond to national policy
guidance, we set the smart energy cloud platform as the core, through the
promotion of online and offline business applications, to build an enriching
layout for smart energy industry. In respect of construction of online platform,
we have increased our investment efforts in research and development,
established a research institute combining information technology and energy
technology, and launched the 2017 upgrade version of smart energy cloud
platform, which supports the second-level data transmission for up to
100,000 customers. The cloud platform’s precise management and control
capabilities, analysis, and service capabilities have been significantly
enhanced. To support the full implementation of the smart energy off-line
business, we have developed five major sub-systems on the cloud platform,
and implemented comprehensive application and promotion on the home
system, realizing the intelligent management of home system business. At the
same time, the standardized operating system in terms of relevant intelligent
operation and maintenance, performance and efficiency analysis, energy
storage have been completed, laying a strong foundation for the future large-
scale application of related business. With regard to the development of
offline business, we have proactively pushed the development of home
photovoltaic business. In 2017, the actual output of our home system was
approximately 121 MW, ranking high in the home system industry. At the
same time, we actively pushed the structural optimization and resource
reorganization of smart energy-related offline business, and explored the
synergies and complementations of the businesses in the energy sectors
such as distribution grid and urban centralized heating supply, so as to
expand and enrich the Group’s smart energy industry structure.
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PRACTICE OF CORPORATE SOCIAL
RESPONSIBILITY

We are committed to becoming the leading integrated service provider of
smart energy in China. We not only focus on green energy development, but
also hope to provide a full range of smart energy management services to
meet the needs of energy consumption demand and supply from different
dimensions. We aim at not only achieving the transformation of clean energy
from traditional fossil energy, but, more importantly, we also have to achieve
intensive management and high efficient use of energy, and promote the
technological transformation of the energy industry. Our vision is to become a
reliable assistant for corporate energy saving and emission reduction, a
trustworthy service provider for our customers, as well as a leader of the
regional energy services.

At the same time, we are actively promoting the development of decentralized
solar power plants, especially home photovoltaic systems, across China to
enable green energy to reach millions of households, so that everyone can
personally participate in and build up a green and environmentally friendly
living environment. We also actively participate in the nation’s poverty
alleviation policy and apply home photovoltaic to rural poverty alleviation. In
addition to installing photovoltaic power generation systems for farmers, we
also help them get connect to institutions like banks, power grids, and
insurance, and organize trainings on the use and maintenance of photovoltaic
power generation systems. The training will enable farmers to use their own
resources and skills to achieve sustainable income while implementing self-
consumption. It is the genuine meaning of actual poverty alleviation of
“hematopoietic”. In 2017, the number of households in respect of poverty
alleviation contracted with the Group was approximately 3,000, and the
amount of poverty alleviation benefited from each household was
approximately RMB40,000.

While the Company continues to evolve, we have always attached great
importance to talent development and safeguard. Talent is the core resource
and a valuable asset to an enterprise to develop. Therefore, we have
developed a variety of employee training policies within the Company,
implemented career development programs to help employees develop their
own abilities, create a happy and harmonious working environment for them,
and build a talent team of high-efficiency, unity and competitiveness.
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INDUSTRIAL ANALYSIS AND MARKET OUTLOOK
IN 2018

2018 Industry Analysis

The report of the 19th National Congress of China which was held in October
2017 pointed out that, it is necessary to speed up the reform of the ecological
civilization system, build up a beautiful China, promote green development,
strengthen energy-saving and environmental protection industries and clean
energy industries, promote energy production and consumption revolution,
building clean, low-carbon, safe, and efficient energy systems, indicating the
direction for China’s energy reform and development. “Guidelines of Energy
Work in 2018” issued by National Energy Administration in February 2018
suggested to raise the proportion of non-fossil energy consumption of China
in 2018 to 14.3%, increase installed capacity of non-fossil power generation
to about 740 million kW, and lower the unit energy consumption of GDP to
more than 4% on a year-on-year basis. Clean energy transformation and
energy reform become the keytone of the guidelines. At the same time, the
policy promotion, technological innovation, and industrial practice innovation
in China’s energy sector are also creating a good external environment and
providing new driving forces for the development of new energy and smart
energy.

As for the national power system reform, the progress of market-based
transactions has accelerated. According to the figures from China Electricity
Council, the scale of market-based transactions of power grids of the regions
in which the State Grid, China Southern Power Grid and the Inner Mongolia
Power Company belong to reached 1.63 trillion kWh, the growth of the share
of social electricity consumption was 26%. The 2018 government work report
also suggested that “to reduce the power grid charges and price of electricity
transmission and distribution, and to lower average industrial and commercial
tariff by 10%”. This is the first time when the government suggests specific
adjustment targets of tariff in recent years, which means the reform in the
transmission and distribution sector is still ongoing, of which the focus is
incremental distribution grid.

CHAIRMAN’S STATEMENT
FRES

TEZHMRTE

2 NET
A

iﬁﬂu

—E-N\FETEDM

-+t F+AEHAMNFTE T NAAHEE
ﬁ ;K‘jJuH%EAEXEH SHWE  EREES
Bl HEGEBRE A AHMHERREE B2
REREX HESREEMEEES BE5
BRIk TERUNERER AP EERN
FRREBRT AR -RZE—NFZAHER
BER B M MC018FREIR TIEIREE R IR
e 2018F R B AERBEEL EiRE 5
143% L AR REEREBEDT7TLIETR
FhH G BURRNEEALMBEEERLL TE4%NA
Fo B2 REAHERINEXNAZERD
MBI - B BRAERENBUERHES
MEBMNEXEEAN EBAMERREES
ZRERMNERAIER TN IR B IR
HERE) N -

%

EFENEHXREFE MBLEXZHERMN
o *E%FEPI NEEBEESHEE  2017F
HXER MAE@ANAERENRARIMBER
HERATSIEXZRIERZ163BRBTRE 15
2HEHAEENIEERZ26% - 20184F T T

ESRE R bR - [FREE IR U E F & i
BEE —MIBEEEFHRBREIOR] - E
EAFRBRNERARETEEMNEERAEZE
tﬁ BRI E B E - EP N ENES

CEREHM -

Annual Report 2017 —E—tEFER
00 000000000000 OCEOEONONONONOSEOSOEONONOSEOSEOSOEOSOS VOO 000000000 OOONONOGNOGONONONONONONOSNOSNONONONEOSNOSNOSNTPOS O




CHAIRMAN’S STATEMENT
FRIBSE

As for the area of incremental power distribution business, the National
Development and Reform Commission and the National Energy Administration
announced the first batch and second batch of incremental power distribution
reform pilot projects in November 2016 and November 2017, respectively. In
December 2017, on the basis of summing up the experiences of the first two
batches of pilot projects, the Notice on Accelerating the Pilot Project of
Incremental Power Distribution Reform ( € B iR #e 1 1% & Bt B2 M i E
2EEVEAN) ) (the “Notice”) was issued, which required a fine performance on
the report of the third batch of pilot projects. The Notice requires that the
incremental distribution network pilot project to achieve a full coverage of
cities above prefecture level in China. Each prefecture-level city must have at
least one pilot site, more pilot sites can be set up for cities with better
conditions to further encourage and guide social capital investment in
incremental distribution business. The market competition caused by the
participation of social capital in the distribution network is not only the
adjustment of the distribution of benefits in distribution grid market, but also
the development of terminal energy innovation services through incremental
distribution grid and the collection of integrated energy service fees, thereby
enhancing the social value of the entire energy industry. The industry has a
vast development prospect.

In the area of solar photovoltaic, in 2017, China’s photovoltaic industry
continued to maintain a rapid growth of development. According to the
statistics from the National Energy Administration, China’s newly installed
capacity of photovoltaic power generation reached approximately 53 GW in
2017, and the newly installed capacity of distributed photovoltaic power
generation exceeded 19 GW, representing a year-on-year increase of over
360%. Among them, the market performance of home photovoltaics was
particularly prominent. Photovoltaic power generation has begun to enter
millions of families and it has been recognized by more and more people.
According to the information released by the State Grid and the National
Energy Administration, the number of home photovoltaic households
connected to the State Grid in 2016 was only 200,000. By the end of 2017,
this figure had grown to 500,000 with an installed capacity was over 2 GW.
The installed capacity in 2017 exceeded the sum of which throughout the
history, and home photovoltaic has been upgraded to the GW-level
photovoltaic market, creating a striking effect, and became a focus of the
market competition. According to information from internet, in 2018, the
cumulative number of home photovoltaic installations in China is estimated to
exceed one million households, representing another double again; with the
upgrade and transformation on rural power grid in China, the promotion and
implementation of photovoltaic poverty alleviation policies, as well as the
higher recognition on home photovoltaic by the Chinese, the Chinese home
photovoltaic market has the potential of over 100 GW of installed capacity
and market scale of over RMB1 ftrillion; and as the current proportion of
cumulative home photovoltaic installed capacity is estimated to be less than 2%,
the market has a huge room for growth. If the “beginning year” is used to
describe the home photovoltaic market in 2017, then 2018 will likely be the
year for home photovoltaic to take off. China’s home photovoltaic industry is
expected to embrace in a new period of growth.
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In the area of heating-supply, in order to reduce coal-burning pollution in
winter and improve air quality, the government has been introducing relevant
policies for coal-changed-to-clean energy, actively promoting clean heating in
the northern areas and urban centralized heating-supply, and providing a
huge market demand for the northern heating-supply market and related
management services.

Acting as the organic integration of the energy industry and the Internet
industry, and modern communication industry, smart energy, will serve an
important function for promoting energy production and consumption pattern
reform, promoting the green and low-carbon development in China. “Guidelines
of Energy Work in 2018” issued by National Energy Administration also
suggested that it will practically promote the construction and application of
the demonstration projects such as the “internet+” smart energy (Energy
Internet), integration and optimization of multi-energy complementation, as
well as pilot energy reservation technology project. According to the related
statistical data of the industry, smart energy will embrace a market worth of
trillions each year.
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Smart energy will embrace a market worth trillions of RMB each year
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2018 MARKET OUTLOOK

2018 will be a critical year for the development of the Group’s smart energy
and solar businesses. In 2018, we will rely on the cloud platform in which we
have proprietary intellectual property rights, by adopting both online and
offline modes in parallel, to push the development of the integrated service
business of smart energy. As for offline, we actively focus on the layout of
multi-energy complementation areas including electricity, photovoltaic and
heating to seize the relevant quality resources through investment and
mergers and acquisitions to provide integrated energy service including
electricity, heating and photovoltaic to customers, which has formed a
complementation utilization between tradition and new energy. As for online,
we will continue to deepen the reformation, optimization and upgrade of
cloud platform, taking energy users of multi-energy complementations as an
entry point to upload the energy data of customers to cloud platform on a real
time basis, and it becomes big data after integration. Then it will go through
the big data analysis and the application of artificial inteligence in cloud
platform. By continuing to unveil the value of big data, we aim to provide our
customers with other full industry service including smart operations and
maintenance, energy trade, energy efficiency analysis and consultancy
management to energy finance and energy big data.

In respect of layout of multi-energy complementations, we will rely on the
technology, experience and resources we have accumulated in the clean
energy industry, and focus on the areas of electricity, photovoltaic and
heating. We will proactively participate in China’s pilot reformation of
incremental power distribution grid, and get involved in the investment,
construction, operations of incremental power distribution grid through joint
equity as well as investment and mergers and acquisitions, so as to obtain
the assets of quality power distribution grid, and receive stable revenue from
power distribution service. As for solar power photovoltaic, we will continue to
focus on home system business to fully utilize the advantages of bank
financing and photovoltaic loan to create an extensive cooperation team.
Regionally, we will develop Hebei in depth, with special focus on Shanxi,
Shandong, Jiangsu, Henan, Anhui and Heilongjiang, and devise marketing
strategies for Guangdong, Fujian, Liaoning and Jilin, and continue to expand
the Group’s market share in home system market nationwide, and enhancing
the influence of “Cloud Families” in the industry. Meanwhile, to address the
market opportunities arising from cleaning and heating-supply in northern
area, we will use the Group’s resources and advantages in Beijing-Tianjin-
Hebei area, especially capitalizing the marketing channels and sales system
we accumulated from home system to actively participate reformation of coal-
changed-to-clean energy business in Beijing-Tianjin-Hebei and other northern
areas. We also, depending on market opportunities, participate in investment
in sectors such as urban centralized heating-supply to receive relevant
revenue from relevant sales and investment.
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Starting from multi-energy complementaion resources, on the basis of the big
data accumulated, we upload energy data such as power distribution grids,
photovoltaic, and heating-supply from industrial and commercial enterprises
and residential users to the cloud platform on a real time basis, and it
becomes big data after integration. Through integration and analysis functions
of big data in the cloud platform, we provide integrated energy services of
electricity, photovoltaic and heating for industrial and commercial enterprises
and residential users, and improve the values of electricity, photovoltaic and
heating industries themselves. Meanwhile, on the basis of the functions
originally developed on cloud platform, we continue to upgrade the version of
cloud platform, improve the application and transformation ability of five major
sub-systems of home distributive photovoltaic sub-system, the electronic
operations and maintenance sub-system, the energy efficiency analysis sub-
system, the sales of electricity management sub-system, and the customer
relationship sub-system. We continue to unveil the value of big data to
provide industrial and commercial enterprises and residential users with other
full industry chain services, including smart operations and maintenance,
energy trade, energy efficiency analysis, consultancy management, energy
finance, energy big data., so as to drive the promotion and enhancement of
the Group’s multi-energy complementation businesses.

Through the above approaches, we are expected to realize the allocation and
balance of energy supply and consumption in energy networks, reduce
energy costs, and increase utilization efficiency to provide smart integrated
services for the last one-mile of energy consumption for industrial and
commercial and residential users, obtain stable returns for Shareholders,
promote green development, and contribute to building a beautiful China.

Lastly, | hereby extend my sincere gratitude to all Shareholders, business

partners, staff, customers and various parties for their tremendous support to
the Group all along.

Wei Qiang
Chairman

29 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

EH IS5 5 ik

OVERVIEW

In 2017, the Group carried on and furthered the development in its smart
energy and solar energy businesses. In 2017, with the aim of becoming a
“leading comprehensive service provider of smart energy in China”, the Group
adapted to the market development, constantly optimized its organizational
structure and personnel structure, and continued to improve its online to
offline industrial eco-structure of smart energy. In 2017, the Group stepped
up its efforts in research and development by establishing a research institute
integrating information technology and energy technology, which vigorously
enhanced its capabilities of technological innovation, transformation and
implementation, and established five standardized control systems of cloud
platform, laying a solid foundation for the subsequent large-scale promotion
of smart energy business by the Group. Breakthroughs have been made by
the Group in its smart operation and maintenance, power trade, incremental
distribution grid etc., in particular, the home distributed photovoltaic system,
being a key component of the Group’s smart energy and multi-energy
complementation, developed rapidly and achieved good results in 2017.
Meanwhile, the Group actively pushed ahead the structure optimization and
resource reorganization in its smart energy related businesses and explored
synergies in the businesses of incremental distribution grid, urban centralized
heat supply and other energy fields, laying a foundation for the growth of
smart energy business in respect of overall revenue and subsequent
development.

Apart from the above, the Group disposed of its businesses of sales of doors
and windows, construction and engineering in the first half of 2017. Disposal
of the above non-core businesses allows the Group to focus its resources on
the development of smart energy and solar energy businesses.

For the Reporting Period, the Group’s revenue was RMB897,902,000 (the
same period of 2016: RMB563,913,000), while the profit attributable to
owners of the Company was RMB135,197,000 (the same period of 2016:
RMB51,456,000), representing an increase of 59.2% and 162.7%
respectively as compared to the same period of last year. During the
Reporting Period, smart energy and solar energy businesses generated a
revenue of RMB655,948,000 (the same period of 2016: RMB41,624,000),
and the profit attributable to owners of the Company was RMB118,894,000 (the
same period of 2016: RMB26,621,000), contributing to 73.1% of the Group’s
revenue and 87.9% of the Group’s profit. Smart energy and solar energy
businesses have replaced the primary land development business and
become the key sources of revenue and profit of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

Smart Energy and Solar Energy Businesses

Smart Energy Business

The Group’s smart energy business is mainly, with the demands of customers
such as industries, businesses, residences, and public institutions and
leveraging on its own developed LongiTech Smart Energy Cloud Platform (the
“Cloud Platform”), committed to the last one-mile solution of smart energy to
provide customers with a full range of smart energy comprehensive utilization
services based on various energy resources including cooling, heat,
electricity, gas and photovoltaics, which comprise multi-energy
complementation, smart energy operation and maintenance, power trade,
energy efficiency analysis and relevant consultancy management and other
value-added services, to help our customers improve energy usage efficiency,
reduce energy usage cost, and thus build a rich, clean and low-carbon
energy supply system.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Cloud Platform Construction

In terms of construction of the Cloud Platform, during the Reporting Period,
the Group continued to increase the investment in research and development
of the Cloud Platform and strengthen cooperation with external organizations,
establishing a research institute integrating information technology and energy
technology which was rated by the Science and Technology Department of
Hebei Province as a “Provincial Academician Workstation (& 4%t + T #Euh)”.
Meanwhile, the Group has completed the development of a total of 19
scientific research projects and completed 7 registrations of computer
software copyrights, providing a solid guarantee for enhancing the core
competitiveness of the Group’s Cloud Platform and fostering the development
of the Group’s smart energy business. As at 30 November 2017, Hebei
Cloud Energy, a wholly-owned subsidiary of the Company, obtained the “High
and New Tech Enterprise Certificate (€& #1517 1> % 25 £ ))” granted by the
Science and Technology Department of Hebei Province, Department of
Finance of Hebei Province, State Taxation Bureau of Hebei Province and
Hebei Province Local Taxation Bureau. On one hand, it shows the recognition
of the research and development capability of the Company by the
government departments. On the other hand, Hebei Cloud Energy would
enjoy the income tax preferential policy of 15% within the three year validity
period (from 1 January 2017 to 31 December 2019), which could directly
reduce the tax burden of the Group and help enhance the competitiveness of
the Company.

During the Reporting Period, the Group introduced and upgraded the 2017
version of the smart energy Cloud Platform. Data collection by the Cloud
Platform was upgraded from taking minutes to connect and support to taking
only seconds, ahead of the nation, vastly improving the fineness and
particularity of the data, and the platform’s fine management and control
capabilities and analysis and service capabilities were significantly
strengthened. The Cloud Platform supports data transmission of 100,000
customers by taking only seconds with unlimited extension. Meanwhile, for
smart energy offline business, the Group has developed five key subsystems
in respect of electricity operation and maintenance, energy efficiency analysis,
power trade management, customer relationship and home distributed
photovoltaics to fully support the development of offline business.

During the Reporting Period, the Group entered into contracts with
approximately 15,500 customers of energy consumption, among which
approximately 13,000 customers have already connected real-time to the
Company’s Cloud Platform system, amounting to approximately 22,300
accrued connected monitoring points.
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MANAGEMENT DISCUSSION AND ANALYSIS

Multi-energy Complementation

Multi-energy complementation means that, given the end users’ multiple
demands of energy utilization such as electricity, heat, cooling, gas and etc.,
the Group realizes a complementary usage for the traditional energy and new
energy in line with local conditions, and through approaches of renewable
energies and energy storage such as distributed solar power plant and natural
gas, joint provision of heat, electricity, and cooling, achieves synergistic
supply of various energies and comprehensive and gradient utilization of
energies, thus enhancing comprehensive usage efficiency of energies in
energies system, alleviating the unbalance between supply and demand of
energy and building a rich, clean and low-carbon energy supply system. Its
profit model mainly consists of construction, holding, operating or sales of
projects.

During the Reporting Period, the Group mainly focused on the development
of distributed photovoltaic power stations business in terms of multi-energy
complementation and achieved remarkable results in terms of home systems
business. For further details relating to distributed photovoltaic power stations
business, please refer to the section headed “Solar Energy Business” below.
Besides, the Group actively expanded other multi-energy complementation
approaches such as incremental power distribution network and urban
centralized heat supply and replacement of coal with electricity.

Smart Operation and Maintenance

In terms of smart energy operation and maintenance, based on energy big
data, the Group provides customers with professional and smart operation
and maintenance services such as daily checks, inspection and repairs,
emergency repairs, preventive tests, and energy consumption statements,
help our customers regulate electricity usage, ensure electricity usage safety,
and enhance energy utilization efficiency. Its main profit model is to charge
service fees based on proportion of customers’ electricity consumption.

During the Reporting Period, the Group has also completed the preparation
and issuance of the smart operation and maintenance standardized operating
system, and made it experience a test-run in the contracted demonstration
zone; at the same time, the Group actively extended external resources and
established partnership of cooperation in areas such as Hebei, Guangdong
and Liaoning by way of joint venture, expanding customer-side smart energy
operation and maintenance services.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Energy Efficiency Analysis

In terms of energy efficiency analysis, the Group relies on the big data mining
and analysis capabilities of the Cloud Platform. Facing industrial and
commercial users, public institutions and residential users, the Group
conducts real-time monitoring of users’ electricity usage conditions, building
multi-dimensional analysis models using big data technology, conducting
statistics, analysis, and diagnosis on (including) users’ electricity usage
behavior, energy consumption status of key equipment, and customers’ load
features, exploring our customers’ rooms for energy saving and providing
solutions, helping our customers save energy, reduce emission, and enhance
energy utilisation. Its main profit model is to charge annual service fees to its
clients and share profit of special energy efficiency projects based on the
proportion of energy saving.

During the Reporting Period, the Group has built an energy efficiency analysis
sub-system of the Cloud Platform, and started energy efficiency analysis
services in some of the pilot enterprises.

Power Trade

In terms of power trade, by integrating energy consumers through the Cloud
Platform, the Group conducts load predictions, auction analysis, electricity
purchase and sales management on the customers’ energy usage based on
big data analysis, realizing precision marketing of energy purchase and sales.
Its main profit model is to earn price difference of electricity sold.

During the Reporting Period, the contracted electricity sales volume of the
Group is approximately 460 million kWh, which indicates a good start for its
electricity sales business.

Solar Energy Business

In terms of solar energy business, as a major component of the Group’s
smart multi-energy complementation, the Group focuses on the development
of distributed photovoltaic power stations, including mainly industrial and
commercial distributed power stations, as well as home photovoltaic systems.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Industrial and Commercial Distributed Power Stations TEEIMHRNEL

In June 2017, the Group acquired all 7 distributed solar power stations held R =-—ZT—+®E XA NEBEWE TEEF N
by the related party, all of which have been connected to the power gridand  F B W 7REE 2 A HBEEN L H AN RE
generating power. After completion of the transaction, the Group holds atotal i * X 5 =K 1% - AEBE 235 H A B X
of 10 solar photovoltaic power stations, with an aggregate installed capacity A ZEILE 2 A10E L EE A E L54IK F -
of approximately 54 MW. All of these power stations have been connectedto  FT A X E BB H AT —EBFHE -
the power grid and have been generating power stably. Given the trend of the ZERBEREHE LR I EE o H A\ Bub@EaL T~
decline and delay in national subsidy for industrial and commercial distributed 38 K& i BRIBE A 8 2 - AN &£ B B Al M 51 23
power stations, the Group currently has no further plan to expand the scale of ~— S IERHE &K TG D M E I3 E o
ground and industrial and commercial distributed power stations.

During the Reporting Period, the details of the solar power stations held by R AR E AR AEBEF A B AL 3 FE ub

the Group and their power generation were as follows: KEZBESEHBFHNGOT -
Aggregate
Number Project name installed capacity Power generation
=2 HEEH BEBRRE BEE
(MW) (MWh)
(JEF) (JKELES)
1 Baiyangdian, Hebei AL B F R 0.37 462
2 Chest Hospital, Hebei AT b i At 8 B 0.09 84
3 Gaocheng Xingan, Hebei b B 6.63 7,584
4 Baigou New Town, Hebei EBIA=D-¢ i 9.52 11,859
5 Jiangmen Lingzhi, Guangdong BRIMEE 1.00 1,037
6 Xiangsheng, Shandong 1L 3R % A% 5.10 5,552
7 Hongze Baolijia, Jiangsu IEAZEN R 4.77 1,335
8 Hongze Yutian Gangbo, Jiangsu TEEFRB I 1.20 5,343
9 Huaian, Jiangsu LEER 5.03 5,530
10 Longhua, Hebei (Note) AL REA(E (M EE) 20.00 28,371
Subtotal /N 53.71 67,157
Note: That power plant is a ground power plant. MisE : A BULB A E S Y -
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Home Photovoltaic System

In 2017, through leveraging on the Group’s technology and experience
accumulated in the solar photovoltaic industry, and by using the “Cloud
Families” brand, the Group recorded excellent results in terms of home
system. For home system development, the Group mainly earned revenue
through selling solar power integrating systems such as solar panels, inverters
and frames; in terms of operation model, the Group promoted its operation
vigorously by franchising, with total nationwide dealers nearly 300 and
secondary agents over 1,000 at present; in terms of promotion regions, with
Hebei as the core, the Group has completed its business coverage across 15
provinces including Beijing, Henan, Shanxi, Shaanxi, three provinces in the
northeastern China, Hunan, Jiangsu, Anhui, Zhejiang, Guizhou, Fujian and
Shandong, and realized a full coverage of all cities in Hebei. During the
Reporting Period, the Group’s contracted sales of the home systems
amounted to approximately 133MW, actual shipments amounted to
approximately 121MW, and the number of users amounted to approximately
12,660, which leads among the home systems industry.

During the Reporting Period, the Group also developed a home photovoltaic
sub-system on the Cloud Platform specifically for home systems. For now, all
the home systems installed by users have been connected to the Cloud
Platform sub-system. Users, dealers and the Group can check the real-time
operation conditions of their home systems through the internet and the
mobile phone application (APP), realizing smart monitoring of the operations
of the home systems. Through the home photovoltaic sub-system, users can
immediately know their own income, and can report malfunction through one-
click report, easily handling the power station failure. Dealers can use this
home photovoltaic sub-system to provide regional installation analysis and
policy guidance functions to conduct market analysis for better business
promotion. The Group can analyze the operation data of the power station
through the home photovoltaic sub-system to ensure the highly efficient
operation and stable income of the power station. Meanwhile, the Group can
also analyze the marketing performance of dealers via the sub-system,
including the monthly installation capacity, installation growth rate, regional
installation capacity, and the analysis of installation capacity of different
dealers, and identify excellent dealers, thus better train and manage the
dealerships. Smart management through the Cloud Platform will replace the
traditional human labor and provide smart support for the Group’s home
photovoltaic business promotion and operation.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Some parts of the home photovoltaic sub-system interface are displayed as follows:

FRAXRFREGHI>AERBTIAOT :

B TA & B R E AR D- S A
EHER | FEHE | &8 | FRS
AR P A BB B2 EEHD-EUA
ENFR: 156

|

: o1
ple=:2=3 A
AT 0
BERg: 3207
FitkmE: 40716

13:;;“!“5!

Bitai: 3904.66

e 801SKDTU171W0133  2017-11-27 16:30:00
801SKDTUI7IW0133  2017-11-27 16:30:00
801SKDTUI7IW0133  2017-11-27 16:30:00
801SKDTUI7IW0133  2017-11-27 16:15:00
801SKDTUI7IW0133  2017-11-27 16:15:00

v BREA: i8R %

G | hE

10
s 'Y

N
o
0 e

20171031

15531062748

28

.

B BIFRE
ST H ER
LERBE . RAitRBE
TI4E ) 2677068

@ Ritw
25673.0108
¥ 9 witHE
408 1463.0%1

00:00  01:45  03:30 0515 07:00  08:45  10:30

Due to the Group’s outstanding performance in the home system, its “Cloud
Families” was recognized by the industry in 2017 and awarded a series of
national prizes. In 2017, at the 13th International Conference on Distributed
Energy in China and Awards Ceremony of Outstanding Distributed Energy
Projects in China for 2017 (E+ =@ ENHRRREmEE —_T—+F
EH B oM EEREFTA B HEEHE), the brand of “Cloud Families” of the
Group was awarded “2017 Outstanding Innovation Award in Distributed
Energy in China” (ZZ—tFEHREDMHIEERELEFE) and the “First
Prize of Outstanding Distributed Energy Projects in China for 2017” (Z&—+
FEDESHRERESEE —F48). At the First Summit on Poverty
Alleviation by Energy Industry in China (& @ BgeRE KB 5 &#12), the
brand was awarded the “Outstanding Brand in Energy Industry of China
regarding Poverty Alleviation” (FhEgeRESXHKEGL RE) and it was
awarded the “Awards of Top 10 Innovative Enterprise with Photovoltaic
Business in China” (47 B + A (K 7 3 8l 3 70 2 4%) at Great Annual Ceremony
of the Top Photovoltaic Brands in China for 2017 (ZZ&—-+tF/EF IR
hE4F [ % ).
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R tFEERHEESHE
Chart of Cloud Families’ shipments for 2017
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During the Reporting Period, the smart energy and solar power businesses
generated a revenue of approximately RMB655,948,000 (for the same period
of 2016: RMB41,624,000) for the Group, while the profit attributable to
owners of the Company was approximately RMB118,894,000 (for the same
period of 2016: RMB26,621,000).

Primary Land Development Business

The primary land development business refers to the primary land
development and the public infrastructure construction businesses of the
Baoding Donghu Project (the “Baoding Donghu Project”). During the
Reporting Period, the Baoding Donghu Project generated a revenue of
approximately RMB241,954,000 (for the same period of 2016:
RMB522,289,000) and the profit attributable to owners of the Company of
approximately RMB31,595,000 (for the same period of 2016:
RMB34,952,000). The Group currently has no plan to further expand the
primary land development business after completion of the Baoding Donghu
Project.
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MANAGEMENT DISCUSSION AND ANALYSIS

IBNUE[I]"\IJESS OUTLOOK AND MARKET STRATEGY

In 2018, the Group will follow the development trend of the energy industry,
focus on technological research and development innovation based on the
expansion of multi-energy complementation resources such as electricity,
photovoltaics and heat, and target the needs of industrial and commercial
enterprises and residents, so as to actively and steadily promote the
simultaneous development of smart energy online and offline business.

On one hand, the Group will actively invest in electricity, photovoltaics and
heat by ways of investment, mergers and acquisitions, participate in the
investment, construction and operation management of the incremental
distribution network-related projects in China, and seize high-quality
distribution network resources to obtain stable revenue in electricity
distribution service. While continuing to vigorously promote home photovoltaic
system and expanding its market share across the country, the Group will
take advantage of the market channels and selling system in home systems,
participate in the coal-switching clean energy business in the heat supply area
of the northern China and consider market opportunities to participate in
investment in urban centralized heat supply projects to generate related sales
and investment income.

On the other hand, the Group will continue to strengthen its investment in the
research and development for the Cloud Platform and enhance the functional
level of each system of the Cloud Platform and its application and conversion
capabilities. Starting from users of multi-energy complementation resources
and based on the Cloud Platform, the Group uploads real-time data of
electricity, photovoltaics, heat from industrial and commercial enterprises and
residential users to the Cloud Platform, integrates big data, and taps the value
of big data to provide all industry chains services, including smart operation,
power trade, energy efficiency analysis and consultancy management to
energy finance and energy big data, for industrial and commercial enterprises
and residential users. Through the aforesaid ways, the Group is expected to
grow and become one of the largest smart energy cloud platform operators
in China.

KEY RISKS AND UNCERTAINTIES

Risks and uncertainties involved in the business operations of the Group may
affect the Group’s financial conditions or growth prospects. In dealing with
these risk factors and uncertainties, the Group focuses on the control of risks
and uncertainties with the aim of understanding and addressing the concerns
of stakeholders. Such factors are by no means exhaustive or comprehensive,
and there may be other risks in addition to those shown below which are not
known to the Group or which may not be material now but could turn out to
be material in the future.
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Compared with 2016, key risks and uncertainties affecting the Group are
summarized below.

Industry and policy risk

The Development and growth of the Group’s smart energy and solar energy
businesses and primary land development business are subject to the
macroeconomic conditions and government policies in the PRC. The
macroeconomic fluctuations in the PRC as well as the government’s support
for clean energy, the depth and density of power system reform, reduced
subsidy on photovoltaics power station and adjustments to the macro policy
of the property market may affect the development of the Group’s main
business and realization of its operation targets if the Group cannot fully
analyze and exercise judgment on the impact brought by the adjustment to
macro policy of the state and adapt to the market quickly.

Risk compared with 2016 ~——

Countermeasures:

Specific industry and policy dynamic monitoring department was set up to
conduct data collection, analysis, research and forecast on a periodic basis
for macroeconomic conditions, government policies and industry policies,
and continually conducted prospective research of industry trends and
maintained judgment capability, so that the management of the Company
could quickly respond to changes of industry and policies, and adjusted the
Group’s business strategy and mode of operation in a timely manner.

Market competition risk

The smart energy and solar energy businesses of the Group are at a full
market competition. Following active promotion of the development of
“Internet+” smart energy applications by the Chinese government, a large
number of companies will invest in businesses relating to distribution and sale
of electricity, energy saving services, energy internet and home system. The
market competition will become increasingly fierce. If the Group cannot
correctly judge and grasp the development trend of the industry, and timely
conduct business model innovation and technological innovation in
accordance with technological development, industry standards, and user
needs, it will not be able to continuously provide consumers with good user
experience, hence may be in a disadvantageous position in the increasingly
fierce market competition.
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MANAGEMENT DISCUSSION AND ANALYSIS

Risk compared with 2016 — —

Countermeasures:

Closely monitored the industry dynamics and the competitive landscape
changes, taking the Company’s cloud platform with independent intellectual
property rights as the core, the business model innovation and technological
innovation were conducted immediately according to industry standards,
technology development and user needs; actively expanded offline resources,
carried out the extension of clean energy business and operation, and seek
new growth points. Also, explored the value of big data and provided whole
industry chain service through the accumulation of online customers, so as to
enhance the Group’s comprehensive strength and overall competitiveness.

Information technology risk

If the Group’s technology for its Cloud Platform and its research and
development capabilities fails to maintain at a high level continuously,
accurately grasp the trends of technology, products and markets in time,
provide corresponding support and guarantees in line with the offline business
development, and ensure the safety of the big data, the Group’s market
development scheme, its achievement of business objectives and its
prospects will be adversely affected.

Risk compared with 2016 -

Countermeasures:

A specialized research department was established with teams of professional
talents, and cooperated with external professional institutions such as North
China Electric Power University, Global Internet Research Institute, China
Electricity Council and China Magisterial Energy Network to continually
enhance the Company’s research level and ability. Meanwhile, the Group built
related Cloud Platform subsystems and related standard management and
control system in line with the offline business development to carry out
intensive development of new products and technology that will satisfy
market demands, aiming to ensure the continuous innovation ability and
application of core technologies. Also, measures including encrypted
message, informationalization protection and private cloud storage were
taken to ensure the safety of the data.

Capital risk

The Group’s smart energy and solar energy businesses require large capital
investment. The ability of the Group to arrange external financing and the cost
related to financing depend on various factors, including the overall economic
conditions, interest rates and credit supply of the banks in China. The Group
cannot guarantee that it will be able to obtain sufficient financial support for
these projects and business on terms and conditions acceptable by the
Group, cannot guarantee that these projects and businesses will achieve
expected returns, nor can it guarantee timely and full recovery of accounts
receivable. This may have a material adverse impact on the Group’s
businesses, financial position and operation results.
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Risk compared with 2016 — —

Countermeasures:

Made full use of the platform on the capital market for financing, strengthened
the cooperation with financial institutions (such as banks), actively diversified
financing channels, optimized the Company’s asset structure and reduced
the Company’s financial costs. In addition, during the daily operation
management process of the Group, it strengthened the overall management
of funds, identified the risks of accounts receivable and established the
collection mechanism of receivable and performance appraisal mechanism to
promptly collected the amounts; at the same time, it clarified various
standards of cost and expense, strengthened budget management and
ensured the effective use of funds.

Integrated Management and Control Risks

As the asset size and business scale of the Group further expand, the
realization of operation objectives of the Company and of strategic target of
the Group would be affected if the organizational structure, functions
orientation and capacity of integrated management and control could not
support the development need of each business of the Group and could not
accommodate the changes of internal and external environment, such as
industry development, market competition, rapid expansion in operation
module.

Newly added risk

Countermeasures:

By reference to the development of the business, it continued to improve its
corporate governance structure, internal control system and standardized
operation system. It regularly assessed and reviewed the organizational
structure and functions orientation of the Group and developed a reasonably
designed and effective integrated management and control system for the
Company to meet the need of rapid development of the Group’s businesses.

Notes:

Risk level increased |

Risk level decreased |

Risk level mostly unchanged ~——
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue and Gross Profit

The Group’s revenue and gross profit for the Reporting Period amounted to
RMB897,902,000 (for the same period of 2016: RMB563,913,000) and
RMB260,480,000 (for the same period of 2016: RMB68,443,000),
respectively. For the Reporting Period, revenue from the smart energy and
solar energy businesses was RMB655,948,000 (for the same period of 2016:
RMB41,624,000). Revenue from the primary land development business was
approximately RMB241,954,000 (for the same period of 2016:
RMB522,289,000). The increases in revenue and gross profit were mainly
attributable to the growth in the revenue and profit from the smart energy and
solar energy businesses of the Group, especially that of the home system.

Selling and distribution expenses

Selling and distribution expenses incurred by the Group for the Reporting
Period was RMB24,519,000 (for the same period of 2016: RMB1,338,000),
representing an increase of 1,732.5% compared to the previous year, and the
increase for the Reporting Period was mainly due to the increase in marketing
expenses for the smart energy and solar energy businesses.

Administrative expenses

Administrative expenses incurred by the Group for the Reporting Period was
RMB68,190,000 (for the same period of 2016: RMB21,369,000), representing
an increase of 219.1% compared to the previous year, and the increase for
the Reporting Period was mainly due to the increase in the operating costs of
the smart energy and solar energy businesses.

Finance expenses — net

The Group’s net finance costs for the Reporting Period amounted to
RMB19,235,000 (for the same period of 2016: RMB9,029,000), representing
an increase of 113.0% compared to the previous year, mainly due to the
borrowing costs arising from the acquisition of solar power stations in June
2017.

Income tax

The Group’s income tax expenses for the Reporting Period amounted to
RMB22,328,000 (for the same period of 2016: RMB12,321,000), representing
an increase of 81.2% compared to the previous year, and the increase was
mainly due to the increase in income tax provision related to smart energy
and solar energy businesses.
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Liquidity, financial and capital resources

Cash position

As at 31 December 2017, bank balances and cash were approximately
RMB108,701,000 (for the same period of 2016: RMB205,333,000), of which
approximately RMB1,679,000 (for the same period of 2016: RMB296,000)
were restricted bank balances and cash (only available for payment of
expenses incurred by the Baoding Donghu Project). Such decrease was
mainly due to the increase in expenses for the smart energy and solar
businesses and the Group’s daily operation.

Total current assets and liquidity ratio

As at 31 December 2017, total current assets and liquidity ratio (total current
assets/total current liabilities) were approximately RMB1,404,387,000 (for the
same period of 2016: RMB955,121,000) and 2.73 (for the same period of
2016: 3.306) respectively. The increase in total current assets was mainly due
to the increase in trade receivables, and the decrease in liquidity ratio was
due to the net increase of RMB229,306,000 in the balance of borrowings in
2017.

External borrowings and pledge of assets

As at 31 December 2017, the Group had an external borrowing of
RMB933,545,000 (for the same period of 2016: RMB704,239,000), of which
RMB310,500,000 was secured by the solar power plant machineries with
original costs of RMB334,480,000 and the future receivable collection right of
certain subsidiaries (for the same period of 2016: RMB208,600,000 was
secured by the solar power plant machineries with original costs of
RMB185,660,000 and the future receivable collection right of certain
subsidiaries); RMB328,045,000 was secured by the future receivable
collection right of certain subsidiaries (for the same period of 2016:
RMB495,639,000 was secured by the future receivable collection right of
certain subsidiaries); and RMB295,000,000 was secured by the undertakings
made by the related parties of the Group (for the same period of 2016: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

Gearing Ratio
The following table sets out the calculation of the gearing ratio of the Group
as at the date indicated:

ER @5t iR

BERR
TREJNANEERFATBE BN BE L ENE

31 December
2016
—E—RF
t=A=+-8 +-A=+-=
RMB’000 RMB’000
ARE T ARBT T

31 December
2017
S

Bank loans RITE R

Less: Cash and cash equivalents BRERREEEY
Restricted cash 2R HIR &

Net debt [R5

Total equity AR

Total capital (Net debt plus total equity)

AR (BB FRMERAER) 1,599,645

Gearing ratio (Net debt/total capital)

BELX(BEHFRE/BEN)

933,545 704,239
(107,022) (205,037)

(1,679) (296)
824,844 498,906
774,801 306,882
805,788

51.6% 61.9%

As at 31 December 2017, the gearing ratio of the Group was 51.6%,
decreased by 10.3 percentage points as compared with the gearing ratio of
61.9% in 2016. The decrease was primarily due to the increase in the total
equity for the Reporting Period.

Long-term debts were the principle debts of the Group, accounting for 69.3%
(81 December 2016: 95.0%), in which: the borrowings of RMB310,500,000
of solar power stations were gradually settled by the proceeds of the sale of
electricity, and the borrowings of RMB623,045,000 in relation to Baoding
Donghu Project will be gradually settled via the borrowings used for the
project provided by the People’s Government of Baoding for 2018 and the
subsequent years, therefore, the Group is not exposed to any significant
insolvency risk.

RZB—+F+-R=+—HB ZA&EEZE
B R B51.6% @ H—F —XFRHZ61.9%
AR D103 BB D& T ERADRE SRR
= AR S ARG IR

AEBBEHEETZEARBEL  H693% (=%
—REF-_F=+—H:95.0%) £ : K5
88 E Uh & 3 A R 310,500,000 7T A & & AT 18
BB FSEHE MRATERFEBEERARE
623,045,000 AR EBRFTR T —NF R
NFEIN2IBRRELEE WAEEH
WEAREAEGRR -
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MANAGEMENT DISCUSSION AND ANALYSIS
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Interest rate risk

The Group’s interest rate risk arises primarily from its external borrowings.
During the Reporting Period, interest rates of external borrowings ranged
from 5.39% to 7.50% per annum (for the same period of 2016: 5.39% to 7.50%
per annum). In particular, the interests on the borrowings incurred by the
Baoding Donghu Project were borne by the government, resulting in no
exposure to any interest rate risk thereon. The interest rate applicable to the
borrowings for solar power stations was 10% to 15% over the same period
base lending rate of the People’s Bank of China. The source of risk lies in the
fluctuations in China’s exchange rate policies. Nevertheless, the Group
expects that the interest rate risk would have no material impact on the
Group’s consolidated profit or loss.

Exchange risk

As the Group’s principal activities are carried out in the PRC, the Group’s
transactions are mainly denominated in Renminbi, which is not freely
convertible into foreign currencies. All foreign exchange transactions involving
Renminbi must take place through the People’s Bank of China or other
institutions authorized to buy and sell foreign exchange. The exchange rates
adopted for the foreign exchange transactions are the rates of exchange
quoted by the People’s Bank of China that are determined largely by supply
and demand.

The Group currently does not have a policy on foreign currency risk as it had
minimal transactions denominated in foreign currencies during the Reporting
Period and the impact of foreign currency risk on the Group’s operation is
minimal.

Capital commitments

The Group had capital commitments amounting to approximately
RMB5,681,000 as at 31 December 2017 (for the same period of 2016:
RMB24,331,000).

Contingent liabilities
As at 31 December 2017, the Group did not have any material contingent
liabilities (for the same period of 2016: Nil).

I =R 2 B
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MANAGEMENT DISCUSSION AND ANALYSIS

RELIANCE ON KEY CUSTOMERS

For the Reporting Period, revenue from the smart energy and solar energy
businesses amounted to approximately RMB655,948,000 (for the same
period of 2016: RMB41,624,000), representing approximately 73.1% of the
Group’s revenue (for the same period of 2016: 7.4%). As the revenue from
the smart energy and solar energy businesses mainly came from Hebei
Zhanyuan New Energy Technology Co., Ltd (At BRI EEREHEER A )
(“Hebei Zhanyuan”), the key customer of the Group is the Hebei Zhanyuan.
Since the majority of such settlements made by Hebei Zhanyuan were
collected in normal progress, the Group is not exposed to any significant risk.

For the Reporting Period, revenue from the Baoding Donghu Project
amounted to approximately RMB241,954,000 (for the same period of 2016:
RMB522,289,000), representing approximately 26.9% of the Group’s revenue
(for the same period of 2016: 92.6%). As the revenue from the Baoding
Donghu Project mainly came from the People’s Government of Baoding, the
key customer of the Group is the People’s Government of Baoding. The
project settlements for the Baoding Donghu Project mainly consist of funds
financed by the government. With the guaranteed funding from the
government, no risk arises for the Group. For the Reporting Period, the Group
received project settlements from the government amounting to approximately
RMB394,672,000 (for the same period of 2016: RMB304,619,000).

MATERIAL ACQUISITIONS AND DISPOSAL

Acquisition

On 27 April 2017, Long Ji Tai He Investment Holding Limited, an indirect
wholly-owned subsidiary of the Company (as the purchaser), entered into
equity transfer agreements with Lightway Power Holdings Limited (as the first
vendor) and Fountain Crest Limited (as the second vendor) respectively, for
the acquisition of 100% equity interest of Gao Bei Dian City Guangshuo New
Energy Co., Ltd. (“Guangshuo”), with a total consideration of
HK$129,978,000. The consideration was satisfied by the Company through
the issuance of 44,820,000 shares of the Company in total at the issue price
of HK$2.9 per share to the first vendor and the second vendor. Guangshuo
owns and operates 7 distributed solar power stations that have been
connected to the national power grid, with an aggregate installed capacity of
23.51 MW. The acquisition was completed on 9 June 2017.

For details, please refer to the announcements of the Company dated 27
April 2017, 7 June 2017 and 9 June 2017 respectively and the circular dated
22 May 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Disposal

On 29 June 2017, the Company (as the vendor) entered into a disposal
agreement with Marvel Asia Trading Limited (as the purchaser), for the sale of
100% equity interest of the Company’s wholly-owned subsidiary, Trade Up
Business Limited (“Trade Up”), and the transfer of its shareholder loans. The
disposal consideration was HK$56,672,000, which was determined after
arm’s length negotiations between the parties with reference to the combined
net asset of Trade Up and its subsidiaries as at 31 May 2017. At that time,
Trade Up controlled the Company’s doors, windows, construction, and
engineering businesses in the PRC. The disposal was completed on 4 July
2017, which enables the Group to organise its business, consolidate
resources, and focus on developing the Group’s smart energy and solar
energy businesses.

For details, please refer to the announcement regarding a disclosable
transaction of the Company dated 29 June 2017.

SIGNIFICANT INVESTMENT

During the financial year ended 31 December 2017, the Group had no
significant investment.

EMPLOYEES AND REMUNERATION POLICIES

The Group had 302 employees as at 31 December 2017 (for the same period
of 2016: 245 employees). The increase in the number of employees was
primarily due to the expansion of the smart energy and solar energy
businesses, especially the home system business. Employees were
remunerated according to the nature of their positions, individual qualification,
performance, work experience and market trends, and subject to periodic
reviews based on their performance. Meanwhile, to attract and retain high-
caliber employees to ensure smooth operation and cater for the Group’s
constant expansion, the Group offers competitive remuneration and benefit
packages to employees at different levels, including discretionary bonuses,
various training programmes, sponsorship for further study and share option
scheme for the benefit of the directors and eligible employees of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

ENVIRONMENTAL AND SOCIAL
RESPONSIBILITIES

With smart energy and solar energy businesses as its principal business
activities, the Group is committed to environmental protection and mitigating
the impact of its operations on the environment. During the Reporting Period,
the Group has complied with the requirements of the relevant laws and
regulations that have a significant impact on the Group’s operations.

In the course of developing its smart energy, solar power station and primary
land development business, the Group should mainly comply with the
requirements and restrictions under the following environmental laws and
regulations, namely, the Environmental Protection Law of the People’s
Republic of China (F# AR KEMEBIRIZRER), the Law of the People’s
Republic of China on the Prevention and Control of Water Pollution (% A
HABKFEE), the Law of the People’s Republic of China on the
Prevention and Control of Atmospheric Pollution (FF £ A R 2L H0E A &5 40
J&YK), the Law of the People’s Republic of China on the Prevention and
Control of Environmental Pollution by Solid Waste (F % A & 3 F1[E & 42 R ¥
S5RIRIENTIAIE), the Law of the People’s Republic of China on Appraising of
Environment Impacts (2 A REFIEIRIESE51E)%) and the Regulations
on the Administration of Environmental Protection of Construction Projects
(578 B BRI REE IR EM1). The Group affirms the importance of complying
with the laws and regulations on environmental protection. During the
Reporting Period, the Group has complied with the relevant laws and
regulations on environmental protection that are of importance to the Group.

We also recognize the importance of maintaining mutually beneficial
relationships with our stakeholders, namely our employees, customers and
suppliers and local communities whose support is vital to our Group’s
sustainable development. We pay close attention to the needs of all
stakeholders, deliver solutions addressing their needs and we continuously
interact with our stakeholders in way that is conducive to sustainable growth
in our Company, our industry and our communities. For more details of the
Group’s environmental, social and governance report of 2017, please refer to
the “Environmental, Social and Governance Report” of the Company to be
issued in April 2018.

ERE RS

RERHEER

AEBEZILEBREBHERIABRER
B ARER IR RERR LR D E L HIR
BEHPE - RAREHE AEECETHAX
SEELREARENHBEAREARER -

AEBESZRER KBRREU R —R
HEEFERBIET T2ETUATRRZX
BEZERARENEETE LR (FEAR
EMBERFEREE) (FEARAMBE KIS
FIRE) (PHEARKXMBERRIZAD A
FE) (P EARAMBE R EY S RRERH A
F) P EARAMBERFEZEFEER) RGE
REBRERETZE) - AEE —RER
BTREREERER  RAREHE A%
BEETHASEAEEAZENHEBRRRK
EER - ER -

A9 th B 8 B A 5 SN 25 4 B T B B BB MR
ZEZ-NamBEseRRMNER TP
HEBLEHHE EXHEAEE 2
BEREZWEE - HMTDNBEEIZ N E A
THBF BHEBRDEAmBESZ R A
BIABRNRALRA TERMBAFELR
ZHARENZHBENTED - BERAEE_F
—tEtFEZRRE HEEIREEXERRS
ZHEE FBR2HEARAANBER - - N\FHO
ATIENCGRE HEeREEER/RSE) -

Annual Report 2017 —E—LFEFR
00 0000000000000 0000000CKONOGNOGINOSINONINOSNDOSNOINPS 90 00000 0000000000000 OCOCVOGNOSNOINOSNONONDOS O




MANAGEMENT DISCUSSION AND ANALYSIS

E 12 [2 51 5 B4 53 i

COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

The Group operates its businesses mainly in Mainland China. The
development and operation of the Group’s smart energy and solar energy
businesses in the PRC are regulated by the local laws and regulations on
renewable energy and the provision and sale of electricity, as well as various
policies and industry guidance catalogs issued by the local governments.
There was no incident of non-compliance with the relevant laws and
regulations that had or would have a significant impact on the Company
during the Reporting Period.
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DIRECTORS AND SENIOR MANAGEMENT

DIRECTORS

Executive Directors

Mr. Wei Qiang, aged 35, joined the Company as an executive Director, the
Chief Executive Officer and a member of the Remuneration Committee on 11
November 2015. On 29 June 2017, Mr. Wei Qiang was appointed as the
chairman of the Board and chairman of the nomination committee of the
Board. Mr. Wei Qiang has around 10 years of work and management
experiences in the clean energy industry. Mr. Wei Qiang is the founder and
controlling shareholder of Lightway Green Energy Company Limited (“Lightway
Company”). From 2003 to 2006, Mr. Wei Qiang studied at the University of
Auckland in New Zealand majoring in Finance and from 2007 to 2009,
studied business administration and information strategies at Tsinghua
University. Mr. Wei Qiang is the son of Mr. Wei Shaojun, the ultimate
controlling shareholder of the Company and the non-executive Director.

Mr. Yuen Chi Ping, aged 39, joined the Company as an executive Director,
the vice-chairman of the Board and the Co-Chief Executive Officer of the
Company on 27 April 2018. Mr. Yuen is primarily responsible for the Group’s
strategic development; and overseeing and supervising the capital market
activities, overseas investment and financing, investor relations and risk
management of the Group. Mr. Yuen is a qualified lawyer in both Hong Kong
and England and Wales. Mr. Yuen has over 12 years of experience practicing
as a lawyer in the PRC and Hong Kong, and has extensive experience in
corporate law, China-related public and private mergers and acquisitions, and
capital market transactions. Mr. Yuen obtained a bachelor’s degree in laws in
2001 and completed the PCLL programme in 2002 in the University of Hong
Kong, then undertook his traineeship and worked as a lawyer in various
leading international law firms. He worked as a special counsel in the
Shanghai office of Baker & McKenzie from 2011 to 2014, responsible for the
firm’s securities practice in Shanghai. Mr. Yuen has been a non-executive
director of Hin Sang Group (International) Holding Co. Ltd. (stock code: 6893)
since July 2016; the chief executive officer and an executive director of
Applied Development Holdings Limited (stock code: 519) since September
2016; and a non-executive director of China High Speed Transmission
Equipment Group Co., Ltd. (stock code: 658) since December 2016. Mr.
Yuen has also been a director of Pok Oi Hospital (a charity organisation) since
April 2017. Mr. Yuen was the chief operation officer of Fullshare Holdings
Limited (stock code: 607) from October 2014 to March 2018.
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DIRECTORS AND SENIOR MANAGEMENT
EERGREHERB

Dr. Liu Zhengang, aged 43, on 29 June 2017, Dr. Liu was appointed as an
executive Director. Dr. Liu joined the Company as the operations vice
president in November 2015. He is primarily responsible for business plans,
market research, technology development and resource-pooling of the
Company’s smart energy business. Dr. Liu has about 14 years of technical
research and management experience in the photovoltaic and clean energy
industry. Dr. Liu joined Lightway Company in June 2012 and was appointed
as vice president of operations. From 2008 to 2012, Dr. Liu worked at the
Institute of Electrical Engineering Chinese Academy of Science (F &IfZ & LFT)
as a deputy research associate in solar cell technology. From 2005 to 2008,
he worked as a senior engineer at Haier Group Central Research Institute (/&
e E R AFZERR) in Qingdao, China. From 1998 to 2000, Dr. Liu studied a
master course in Organic Chemistry at the Shandong University, and began
his doctorate in advance in 2000. Dr. Liu obtained his doctorate in Inorganic
Chemistry in 2003. From 2003 to 2005, Dr. Liu began researching at the
School of Physics of Peking University (1t R A 22738 £285%) as a postgraduate
doctor.

Non-executive Director

Mr. Wei Shaojun, aged 54, joined the Company as the Chairman, an
executive Director, Chief Executive Officer and the chairman of the
Nomination Committee in January 2015. Mr. Wei resigned as Chief Executive
Officer on 11 November 2015. On 29 June 2017, Mr. Wei resigned as the
chairman of the Board and chairman of the nomination committee of the
Board and was re-designated as a non-executive Director. Mr. Wei is the
founder, the controlling shareholder and the chairman of Longjitaihe Industry
Co., Ltd. (together with its subsidiaries collectively, the “Longjitaihe Group”)
which is engaged in integrated diversified industries including real estate
development, commercial operations and new energy and Mr. Wei has more
than 21 vyears of experiences in real property development business
operation, business management, etc. Mr. Wei is a National Model Worker,
and Peking University Post EMBA. Mr. Wei is currently serving as a director
and the chairman of the board of Jiangsu Tongda Technology Co., Ltd.
(Shenzhen Stock Exchange, stock code: 002576). Mr. Wei is the father of Mr.
Wei Qiang, the executive Director and chief executive officer of the Company.
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DIRECTORS AND SENIOR MANAGEMENT

Independent Non-executive Directors

Dr. Han Qinchun, aged 59, joined the Company as an independent non-
executive Director, a member of the Audit Committee and a member of the
Nomination Committee in February 2015. Mr. Han had resigned as the
member of the Nomination Committee, and was appointed as the chairman
of the Remuneration Committee on 28 June 2016. Mr. Han is currently the
president of China International Capital Management Company Limited (Hong
Kong). Mr. Han obtained a Doctorate degree in philosophy in urban
economics and management from The University of Hong Kong in 1998. He
also obtained a bachelor’s degree from Xi'an University of Architecture and
Technology in 1982. He is a Registered Real Estate Appraiser, Planner and
Engineer in the PRC. He has rich experience in the PRC property sector,
financial investment, equity capital market and listed companies’
management. Mr. Han was the director of Real Estate Research Centre of
Peking University HSBC Business School from October 2011 to April 2015.
He served as the vice-chairman and co-president of Hong Long Holdings
Limited (now known as Sun Century Group Limited) from early 2006 to
January 2010, a listed company on the Stock Exchange (stock code: 1383).
Mr. Han has also been an independent non-executive director of Lingbao
Gold Company Ltd., a listed company on the Main Board of the Stock
Exchange (stock code: 3330) since March 2012.

Mr. Wong Yik Chung, John, aged 51, joined the company as an
independent non-executive Director, the chairman of the Audit Committee, a
member of the Nomination Committee and the Remuneration Committee on
16 October 2015. Mr. John Wong Yik Chung is a qualified accountant and
has over 28 years of experience in auditing and corporate finance work, with
extensive exposure to the business enterprises in the PRC. He is the founder
of Vantage Group and TMF China, which provide professional outsourcing
solutions to companies investing in the PRC and targeting at international
customers. Mr. Wong graduated from the University of Melbourne. He is a
fellow member of each of the Australian Society of Certified Public
Accountants and the Hong Kong Institute of Certified Public Accountants. He
also obtained a PRC Certificate of Independent Directorship in 2002. Over the
past three years, he served as independent non-executive directors for the
following companies listed on (i) the Shenzhen Stock Exchange, namely
Western Securities Co. Ltd. (stock code: 002673), Yang Guang Co., Ltd. (stock
code: 000608) and (i) the Stock Exchange, namely Golden Resources
Development International Limited (stock code: 677); Beijing North Star
Company Limited (stock code: 588); Biosino BioTechnology and Science
Incorporation (stock code: 8247); KEE Holdings Company Limited (stock
code: 2011) and Ascent International Holdings Limited (stock code: 264). He
is currently serving as independent non-executive directors for the following
companies which are listed on the Stock Exchange, namely EcoGreen
International Group Limited (stock code: 2341), Perfect Optronics Limited (stock
code: 8311), and Beijing Capital Land Ltd. (stock code: 2868).
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DIRECTORS AND SENIOR MANAGEMENT
EERGREHERB

Mr. Han Xiaoping, aged 60, joined the Company as an independent non-
executive Director, a member of the Audit Committee and the Nomination
Committee on 28 June 2016. He worked for the Civil Aviation Administration
of China (CAAC) from 1985 to 1988. From 1989 to 1992, he served as the
vice president for the Saturn Computer System Co. Ltd. He joined Beijing
Falcon Investment Co. Ltd. in 1993 and served as its managing director since
then. He is a committee member of the new technology committee under the
Thermoelectric Committee of Chinese Society for Electrical Engineering (CSEE)
since 1995. He established China Energy Net in 2000 and served as its chief
information officer since then, and he also serves as the chief writer of Energy
Review, Chief Researcher of China Energy Net Research Center. He currently
serves as the deputy director of Financial Enterprises Investment Committee
of Chinese Enterprises Investment Association, Deputy Secretary of China
Venture Capital Association (CVCA), Expert at the Policies & Regulations
Department of National Energy Administration, deputy director and secretary-
general of China Energy Research Society Distributed Energy Professional
Committee, committee member of Industrial Electric Demand Side
Management Expert Advisory Committee under China Electricity Council (CEC),
Visiting Professor of North China Electrical Power University, Expert of China
Smart City Inter-department coordination office, and the executive director of
China Blockchain Innovation and Application Alliance. Mr. Han Xiaoping
awarded as “Top 10 Advanced People of 2010 Energy-saving China”, and “Ten
Years Outstanding Contribution of China Distributed Energy”. Mr. Han
Xiaoping has been an independent non-executive director of Beijing Jingneng
Clean Energy Co., Limited, a listed company on the Stock Exchange (stock
code: 579) since October 2014.
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DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. Wang Yong, aged 40, joined the Company as the development vice
president in November 2015. He is primarily responsible for the management of
the solar energy business. Mr. Wang has over 10 years of management
experience in photovoltaic industry. Mr. Wang joined Lightway Company in
January 2013 as the general manager for China. From 2010 to 2012, Mr. Wang
served as the deputy general manager of product marketing at Xie Xin Solar
System Company Limited in Nanjing (32 IREH AR A 7). From 2007 to
2010, he served as the project director of a new energy company at ET Solar
Energy Corporation (F0 2% ¢ E £ &) in Nanjing. From 2005 to 2007, he served as
deputy general manager of Jiangsu Hui Xin Credit Consulting Co., Ltd. (T #kE(=
EA & AR AR in Nanjing. Mr. Wang graduated from Southeast University in
2000 in Computer and Applications.

Mr. Chen Gang, aged 48, joined the Company as the Company’s general
manager for Hebei region in May 2016. He is primarily responsible for marketing
the Company’s smart energy business (including data sub- systems, sale of
electricity and power use management) in Hebei Province. He is a senior
economist. He has over 12 years of work experience in the operation and
management of energy. Before joining the Company, Mr. Chen worked at Hebei
Development and Reform Commission for a long time, participated in the
formulation of numerous policies of the PRC, such as the “Demand-Side
Management Measures for Power” ({12 sk )& B ¥ %)), and directed
numerous research projects on international issues for institutions including the
World Bank, the Asian Development Bank, and the Energy Foundation (United
States) in the capacity of leader of the research group or director of the project
office. He is familiar with the national policies on the macro-economy and the
industry, as well as energy development strategies. He has also established
extensive and sound working relationships with local governments, enterprise
units, as well as domestic and foreign energy organizations and institutions. From
2005 to 2016, Mr. Chen served as the deputy director and director of Hebei
Province Power Demand Side Management and Instruction Centre (;i] 4t & & 7
Fk I E R 5 E F ), and the standing deputy director of the execution centre
for the energy saving and emission reduction project in Hebei Province utilizing
the loans from the Asian Development Bank, where he fully directed the demand-
side power management of Hebei Province. From 1997 to 2005, Mr. Chen
worked at Hebei Development and Reform Commission. From 1988 to 1992, Mr.
Chen graduated from the faculty of mechanical and electrical studies of the
Beijing Institute of Clothing Technology (1b F Ak &%), with a bachelor’s
degree of engineering in automation.
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DIRECTORS AND SENIOR MANAGEMENT
EERGREHERB

Mr. Zhang Zhigang, aged 46, joined the Company as the Company’s chief
engineer for energy technology and the general manager of the Beijing office
in February 2017. He is primarily responsible for designing the Company’s
data sub-system solutions and monitoring standards, as well as marketing
the Company’s smart operation and maintenance business and sale of
electricity at the national level. He has over 25 years of work experience in the
operation and management of the electricity industry, with extensive
experience in the automation of coordination for corporations on power grids,
management of informatization and the research and development of systems
related to the electricity market, project implementation and business
management. He is also familiar with the transactions in the electricity market,
the theoretical framework, designing of rules and practical operations related
to the sale of electricity. From 2016 to January 2017, Mr. Zhang served as
the general manager of Beijing Join Bright Digital Power Technology
Company Limited (bR 1EBIREFEHEHELAR A F]), where he was
responsible for the business development of the user-side internet of energy
(internet + smart energy). From 2006 to 2015, Mr. Zhang worked at the State
Grid Corporation of China, where he served as the deputy head of the
construction department of the information and communication division, and
the head of the monitoring department of the centre for operational
monitoring, respectively. When he was directing the work at the State Grid
Corporation of China, Mr. Zhang received numerous awards, including the
Special-class Award and First-class Award of the Award for Advancements in
Science and Technology at the State Grid Corporation of China. Prior to that,
Mr. Zhang worked at a number of well-known electricity research institutions
and companies in China, where he engaged in work such as consultation,
research and development, business management and market development
for products related to power systems. From 1996 to 1998, Mr. Zhang
studied power systems and automation at the Harbin Institute of Technology (*&
78 T3 K2 and obtained a master’s degree in engineering. From 1989 to
1993, he studied power systems and automation at the Harbin Institute of
Technology and obtained a bachelor’s degree in engineering.
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REPORT OF DIRECTORS

The Directors are pleased to present their report and the audited consolidated
financial statements of the Group for the Reporting Period.

PRINCIPAL ACTIVITIES

The principal activities of the Group are smart energy and solar energy
businesses, which are mainly exploring from the demands of customers such
as industries, businesses, residences and public institutions, and leveraging
on its own developed Smart Energy Cloud Platform, to provide customers
with a full range of smart energy comprehensive utilization services based on
various energy resources including cooling, heat, electricity, gas and
photovoltaic, which comprise multi-energy complementation, smart operation
and maintenance, power trade, energy efficiency analysis and relevant
consultancy management and other value-added services. The principal
activities and other particulars of the Company’s principal subsidiaries are set
out in note 18 to the audited consolidated financial statements in this annual
report.

RESULTS

The results of the Group for the Reporting Period are set out in the
consolidated statement of profit or loss on page 102 of this annual report.

KEY FINANCIAL PERFORMANCE INDICATORS

The financial key performance indicators of the Group for the Reporting
Period is set out in the section of “Financial Summary” of this annual report.

BUSINESS REVIEW AND OUTLOOK

The business review, including a description of the principal risks and
uncertainties facing the Company and an indication of likely future
development in the business of the Company for the Reporting Period is set
out in the sections headed “Chairman’s Statement” and “Management

Discussion and Analysis” of this annual report.

FINAL DIVIDENDS

The Board does not recommend the payment of a final dividend for the year
ended 31 December 2017 (2016: Nil).
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REPORT OF DIRECTORS
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CLOSURE OF THE REGISTER OF MEMBERS

In order to ascertain the entitlements to attend and vote at the forthcoming
annual general meeting to be held on Tuesday, 12 June 2018 (“the
Meeting”), the transfer books and register of members of the Company will
be closed from Thursday, 7 June 2018 to Tuesday, 12 June 2018, both days
inclusive, during which period no share transfers can be registered. In order
to qualify for attending the Meeting, all transfers accompanied by the relevant
share certificates must be lodged with the Hong Kong branch share registrar
and transfer office of the Company, Tricor Investor Services Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not later than 4:30
p.m. on Wednesday, 6 June 2018.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the Reporting Period are set out in note 14 to the audited consolidated
financial statements in this annual report.

INTEREST-BEARING BORROWINGS

Details of interest-bearing borrowings of the Group as at 31 December 2017
are set out in note 26 to the audited consolidated financial statements in this
annual report.

EQUITY-LINKED AGREEMENTS

Save as disclosed in this annual report, no equity-linked agreements were
entered into by the Group, or existed during the Report Period.

FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-controlling
interests of the Group for the last five financial years is set out on pages 203
to 204 of this annual report. This summary does not form part of the audited
consolidated financial statements in this annual report.

SHARE CAPITAL

Details of the movements in the Company’s issued share capital during the
Reporting Period are set out in note 25 to the audited consolidated financial
statements in this annual report.
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ISSUE OF SHARES

On 15 September 2017, the Company entered into the placing agreement
(“Placing Agreement”) with the placing agent. Pursuant to the Placing
Agreement, the Company has conditionally agreed to allot and issue, and the
placing agent has conditionally agreed to place on a best effort basis, a
maximum of 145,688,000 placing shares (“Placing Shares”) to not less than
six but not more than ten placees at the placing price of HK$1.98 per placing
share (“Placing Price”) in order to broaden the shareholders base and the
capital base of the Company (“Placing”).

On 28 September 2017, the Placing was completed and total 145,688,000
Placing Shares have been successfully placed to by the Placing Agent to not
less than six placees at the Placing Price of HK$1.98 per Placing Share
pursuant to the terms and conditions of the Placing Agreement. The
aggregate gross proceeds from the Placing amounted to approximately
HK$288,000,000 and the net proceeds amounted to approximately
HK$285,000,000. The Company will use the proceeds for the development
of smart energy business and the relevant potential investments and mergers
and acquisitions to be identified, the development of solar energy business
especially the home photovoltaic system, and the general working capital of
the Group.

As at 31 December 2017, HK$240,740,000 of the net of proceeds have been
utilised in developing smart energy and solar energy businesses as well as
replenishing the general working capital of the Group. The remaining of the
net of proceeds will be utilised as the description set out in the announcement
of the Company dated 15 September 2017.
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COMPLIANCE WITH LAWS AND REGULATIONS
AND ENVIRONMENTAL POLICIES

During the Reporting Period, the Group has complied with the relevant laws
and regulations that have a significant impact on the operations of the Group.

In the course of developing the smart energy and solar energy businesses,
the Group shall comply with the requirements and restrictions under the
environmental laws and regulations, in particular of: the Environmental
Protection Law of the People’s Republic of China (13 A R AR IZRER),
the Law of the People’s Republic of China on the Prevention and Control of
Water Pollution (2 A REMBEATHELTAE), the Law of the People’s
Republic of China on the Prevention and Control of Atmospheric Pollution (4
= A RHEFBE AR AP 4)%), the Law of the People’s Republic of China on
the Prevention and Control of Environmental Pollution by Solid Waste (FH 2 A

HANE E B2 EE Y5 R IBIERTJA)E), the Law of the People’s Republic of
Chlna on Appraising of Environment Impacts (P2 A R M IRIBEF 2 ER)
and the Regulations on the Administration of Environmental Protection of
Construction Projects (Z:%18 B IRIBREEBIZIEMI). The Group affirms the
importance of complying with the laws and regulations on environmental
protection. During the Reporting Period, the Group has complied with the
laws and regulations on environmental protection that are of importance to
the Group.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles
of association or the Companies Law, Chapter 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands where the Company was
incorporated, which would oblige the Company to offer new Shares on a pro
rata basis to existing Shareholders.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the year ended 31 December 2017, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the Company’s listed
securities.
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RESERVES

Details of movements in the reserves of the Group during the Reporting
Period are set out in note 25 to the audited consolidated financial statements
and in the consolidated statement of changes in equity respectively in this
annual report.

DISTRIBUTABLE RESERVES

At 31 December 2017, the aggregate amount of reserves available for
distribution to equity Shareholders was RMB525,716,000 (31 December
2016: RMB197,049,000).

CHARITABLE DONATIONS

The Group did not make any charitable donations during the Reporting Period
(2016: Nil).

CONNECTED TRANSACTION AND CONTINUING
CONNECTED TRANSACTIONS

Connected Transaction

The Group carried out the following connected transaction (other than
connected transactions that were exempted under Chapter 14A of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”)) during the Reporting Period:

On 27 April 2017, Long Ji Tai He Investment Holding Limited (the “Purchaser”),
a wholly-owned subsidiary of the Company, entered into () the sale and
purchase agreement (‘First Agreement”) with Lightway Power Holdings
Limited (the “First Vendor”) and (ji) the sale and purchase agreement (“Second
Agreement”) with Fountain Crest Limited (the “Second Vendor”) respectively,
under which the Purchaser has conditionally agreed to purchase, and the
First Vendor and the Second Vendor have respectively agreed to sell the
entire issued share capital in the Lightway Power Limited (“First Target
Company”) (the “First Sale Shares”) and the entire issued share capital in
the Shining Delight Limited (“Second Target Company”) (the “Second Sale
Shares”) to the Purchaser for an aggregated consideration of
HK$129,978,000.
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Acquisition of the First Sale Shares pursuant to the terms
of the First Agreement (“First Acquisition”)

Under the First Agreement, the Purchaser has conditionally agreed to acquire,
and the First Vendor has conditionally agreed to sell, the First Sale Shares for
HK$123,479,100. The First Sale Shares represent all of the issued shares of
the First Target Company, which in turn indirectly holds 95% of the equity
interests in Guangshuo, a company established in the PRC which owns and
operates seven photovoltaic power stations. The consideration was satisfied
by the Company through the issuance of 42,579,000 Shares at the issue
price of HK$2.90 per Share to the First Vendor (or its nomineg) at completion
of the First Acquisition.

Acquisition of the Second Sale Shares pursuant to the
terms of the Second Agreement (“Second Acquisition”)
Under the Second Agreement, the Purchaser has conditionally agreed to
acquire, and the Second Vendor has conditionally agreed to sell, the Second
Sale Shares for HK$6,498,900. The Second Sale Shares represent all of the
issued shares of the Second Target Company, which in turn holds 5% of the
equity interests in Guangshuo. The consideration was satisfied by the
Company through the issuance of 2,241,000 Shares at the issue price of
HK$2.90 per Share to the Second Vendor (or its nominee) at completion of
the Second Acquisition.

As disclosed in the announcement of the Company dated 27 April 2017,
Guangshuo was beneficially held as to 95% by the First Target Company and
as to 5% by the Second Target Company. The First Acquisition and the
Second Acquisition (collectively, the “Acquisitions”) were completed on 9
June 2017. Upon completion of the Acquisitions, Guangshuo has become a
wholly-owned subsidiary of the Group and its financial statements have been
consolidated with the accounts of the Group.

IMPLICATIONS UNDER THE LISTING RULES

As one or more of the applicable percentage ratios in respect of the
Acquisitions (on an aggregated basis) were more than 5% but less than 25%,
the Acquisitions constituted a discloseable transaction for the Company
under Chapter 14 of the Listing Rules.

The First Vendor was wholly-owned by Mr. Wei Shaojun, the Director and the
controlling shareholder of the Company, the First Vendor was therefore an
associate of a connected person of the Company. Accordingly, the First
Agreement constituted a connected transaction for the Company. As the
applicable ratios in respect of the First Agreement were over 5%, the First
Agreement was subject to the approval by the Independent Shareholders. As
the First Agreement and the Second Agreement were inter-conditional, the
Second Agreement would therefore be also subject to the approval by the
independent shareholders.
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For details, please refer to the announcements of the Company dated 27
April 2017 and 9 June 2017 and the circular of the Company dated 22 May

2017.

Continuing Connected Transactions

The Group carried out the following continuing connected transactions (other
than continuing connected transactions that are exempted under Chapter
14A of the Listing Rules) during the Reporting Period:

i)

Master Agreement and Supplemental Agreements

On 16 November 2016, Hebei Longitech Cloud Energy Company
Limited (“Hebei Longitech”), a wholly-owned subsidiary of the
Company, entered into an agreement (the “Master Agreement”) with
Baoding Lightway Green Energy Technology Company Limited
(“Lightway Green Energy”) in relation to the supply of solar modules
by Lightway Green Energy to the Group for the period from the date of
the Master Agreement to 31 December 2018. As disclosed in the
announcement of the Company dated 16 November 2016, the
proposed annual caps (i.e. the maximum annual aggregate
consideration payable by the Group to Lightway Green Energy) for the
3 years ended/ending 31 December 2016, 2017 and 2018 should not
exceed RMB16,000,000.

As there is a change in the future business development plan of the
Group, the Board expects that the annual caps of the Master
Agreement for the years ended/ending 31 December 2017 and 2018
will no longer be sufficient. As such, on 19 January 2017, Hebei
Longitech entered into a supplemental agreement (the “Supplemental
Agreement”) with Lightway Green Energy to revise the annual caps for
the years ended/ending 31 December 2017 and 2018 from
RMB16,000,000 to RMB420,000,000. The resolution in respect of the
Master Agreement (as supplemented by the Supplemental Agreement)
and the Revised Caps was duly passed by way of poll at the
extraordinary general meeting of the Company held on 10 March 2017.
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On 22 December 2017, as a result of the internal business restructuring
of Lightway Green Energy, Hebei Longitech entered into a supplemental
agreement with Lightway Green Energy and Lightway Green Energy
Technology Company Limited (Yt A4 @ BEEHEABRAR]) (the
immediate holding company of Lightway Green Energy, which is also a
company controlled by Mr. Wei Qiang, the executive Director, and the
son of Mr. Wei Shaojun (the non-executive Director and the controlling
Shareholder)) (“Lightway Green Energy Technology”), pursuant to
which (i) Lightway Green Energy Technology will replace its wholly-
owned subsidiary, Lightway Green Energy, as the party to the Master
Agreement and the Supplemental Agreement; and (i) Lightway Green
Energy Technology together with its subsidiaries (including Lightway
Green Energy) will continue to supply the relevant solar modules to
members of the Group as contemplated under the Master Agreement
and Supplemental Agreement. Lightway Green Energy Technology,
same as Lightway Green Energy, is principally engaged in new energy
technology development and the production and sale of photovoltaics.

For details, please refer to the announcements of the Company dated
16 November 2016, 19 January 2017, 10 March 2017, 22 December
2017 and the circular dated 21 February 2017.

The total amount purchased from Lightway Green Energy Technology
for the year ended 31 December 2017 was approximately
RMB304,895,000.

Implications under the listing rules

Since each of Lightway Green Energy and Lightway Green Energy
Technology is a company controlled by Mr. Wei Qiang, the executive
Director, and the son of Mr. Wei Shaojun, the transactions
contemplated under the Master Agreement (as supplemented by the
Supplemental Agreement) constituted continuing connected
transactions of the Company under Chapter 14A of the Listing Rules.

As the applicable percentage ratios (other than the profits ratio) of the
transactions contemplated under the Master Agreement (as
supplemented by the Supplemental Agreement) exceeded 5%, the
transactions contemplated under the Master Agreement (as
supplemented by the Supplemental Agreement) were subject to
reporting, announcement and the independent Shareholders’ approval
requirements under Chapter 14A of the Listing Rules.
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(i)

First Master Agreement and Second Master
Agreement

As Guangshuo leases or intends to lease rooftop and relevant premises
from Longjitaihe Property Co., Ltd. (“Longjitaihe Property”), Longjitaine
Industrial Co., Ltd. (“Longjitaihe Industrial”) and Lightway New Energy
(“Connected Parties”) for the installation of photovoltaic power station
equipment and sells electricity to each of such parties in its normal and
ordinary course of business, such transactions with the Connected
Parties became continuing connected transactions of the Company.

First master agreement

On 10 July 2017, Guangshuo, a wholly-owned subsidiary of the
Company, entered into the master agreement (“First Master
Agreement”) with Longjitaihe Property in respect of the continuing
connected transactions between members of the Group and
Longijitaihe Property and its subsidiaries.

Pursuant to the terms of the First Master Agreement, members of the
Group will lease roof top and related storage and operation spaces
from Longjitaihe Property and its subsidiaries for the installation of the
photovoltaic power station facilities of the Group, and upon the
photovoltaic power stations get connected to the grid, supply electricity
to Longjitaihe Property and its subsidiaries.

No rent is payable by Guangshuo in respect of the leasing of roof tops
and other operational spaces from Longjitaihe Property. This
arrangement is in-line with common market practice and in-line with the
agreement commonly adopted by Guangshuo with independent third
party customers under equivalent circumstances.

In respect of the supply of electricity by Guangshuo to Longjitaihe
Property, the fees will be based on the unit price per kWh as published
by the Provincial Price Bureau of which the power station projects are
located at (which is subject to adjustment from time to time), with a
discount of no more than 20% being offered in comprehensive
consideration of the free rental of roof top and the electricity usage of
the landlord, etc. The transactions under such electricity purchase
agreement are conducted in the usual and ordinary course of business
of the Group on normal commercial terms, and under equivalent
conditions, the terms and consideration are similar to those offered to
independent third party customers.

(i)
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The First Master Agreement has a term of 20 years for the leases and a
term of 25 years for the supply of electricity. The annual caps under the
First Master Agreement in respect of the supply of electricity to
Longjitaihe Property during the term of the agreement will not be
exceed RMB10,000,000.

Longjitaihe Property is a company controlled and owned by Mr. Wei
Shaojun and its associates, a Director and the controlling shareholder
of the Company. The transactions contemplated under the First Master
Agreement constitute continuing connected transactions for the
Company under Chapter 14A of the Listing Rules.

Second master agreement

On 10 July 2017, Guangshuo entered into the master agreement
(“Second Master Agreement”) with Longjitaihe Industrial and Lightway
Green Energy Technology in respect of the continuing connected
transactions between members of the Group and Longjitaihe Industrial,
Lightway Green Energy Technology and their subsidiaries.

Pursuant to the terms of the Second Master Agreement, members of
the Group will lease roof top and related storage and operation spaces
from Longjitaine Industrial and Lightway Green Energy Technology and
their subsidiaries for the installation of the photovoltaic power station
facilities of the Group, and upon the photovoltaic power stations get
connected to the grid, supply electricity to Longjitaihe Industrial and
Lightway Green Energy Technology and their subsidiaries.

No rent is payable by Guangshuo in respect of the leasing of roof tops
and other operational spaces from Longjitaihe Industrial and Lightway
Green Energy Technology under the Second Master Agreement. This
arrangement is in-line with common market practice and in-line with the
agreement commonly adopted by Guangshuo with independent third
party customers under equivalent circumstances.

In respect of the supply of electricity by Guangshuo, the fees will be
based on the unit price per kWh as published by the Provincial Price
Bureau of which the power station projects are located at (which is
subject to adjustment from time to time), with a discount of no more
than 20% being offered in comprehensive consideration of the free
rental of roof top and the electricity usage of the landlord, etc. The
transactions under such electricity purchase agreement are conducted
in the usual and ordinary course of business of the Group on normal
commercial terms, and under equivalent conditions, the terms and
consideration are similar to those offered to independent third party
customers.
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The Second Master Agreement has a term of 20 years for the leases
and a term of 25 years for the supply of electricity. The annual caps
under the Second Master Agreement in respect of the supply of
electricity to Longjitaihe Industrial and Lightway Green Energy
Technology during the term of the agreement will not be exceed
RMB8,000,000.

Longjitaihe Industry and Lightway Green Energy Technology are
companies respectively controlled and owned by Mr. Wei Shaojun and
Mr. Wei Qiang, both are the Directors of the Company and their
associates. The transactions contemplated under the Second Master
Agreement constitute continuing connected transactions for the
Company under Chapter 14A of the Listing Rules.

For details, please refer to the announcements of the Company dated
27 April 2017, 9 June 2017, 10 July 2017 and the circular of the
Company dated 22 May 2017.

The transaction amounts under the First Master Agreement and the
Second Master Agreement for the year ended 31 December 2017 were
approximately RMB5,858,000 and RMB1,213,000 respectively.

Implications under the listing rules

Mr. Wei Shaojun is the father of Mr. Wei Qiang. As such, they are
associates with each other for the purpose of the Listing Rules. As the
annual caps in respect of the continuing connected transactions under
the First Master Agreement and the Second Master Agreement on an
aggregate bases are expected to be more than 0.1% but less than 5%,
the First Master Agreement and the Second Master Agreement are
subject to the reporting, announcement and annual review
requirements and exempted from the independent shareholders’
requirement under Chapter 14A of the Listing Rules.

Rule 14A.52 of the Listing Rules provides that the duration of continuing
connected transaction agreements must be fixed and reflect normal
commercial terms and, except in special circumstances, must not
exceed three years. As both the First Master Agreement and the
Second Master Agreement have a term of 20 years for the leases and
25 years for the supply of electricity, the Company has engaged
Southwest Securities (HK) Capital Limited, an independent financial
adviser, to review and analyse the terms of the First Master Agreement
and the Second Master Agreement and the Independent Financial
Adviser has confirmed and formed the view that it is usual and normal
business practice for agreements in the nature of the First Master
Agreement and the Second Master Agreement to be of such durations.
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The independent non-executive Directors have reviewed the continuing
connected transactions set out above and have confirmed that the
continuing connected transactions were entered into (i) in the ordinary
and usual course of business of the Group; (i) on normal commercial
terms or better; and (jii) according to the agreements governing them
on terms that are fair and reasonable and in the interests of the
Shareholders as a whole.

The Company’s auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 (Revised) “Assurance
Engagements Other Than Audits or Reviews of Historical Financial
Information” and with reference to Practice Note 740 “Auditor’s Letter
on Continuing Connected Transactions under the Hong Kong Listing
Rules” issued by the Hong Kong Institute of Certified Public
Accountants. The auditor has issued their unqualified letter containing
the auditor’s findings and conclusions in respect of the continuing
connected transactions above-mentioned in accordance with Rule
14A.56 of the Listing Rules. A copy of the auditor’s letter has been
submitted by the Company to the Stock Exchange.

Save for the connected transaction and the continuing connected
transactions disclosed above, the Board is of the view that those
material related party transactions disclosed in note 34 to the audited
consolidated financial statements as contained in this annual report do
not constitute “connected transactions” or “continuing connected
transactions”, as the case may be, that are subject to the reporting,
announcement or independent Shareholders’ approval requirements
under Chapter 14A of the Listing Rules. The Company has complied
with the disclosure requirements under Chapter 14A of the Listing
Rules in respect of the above connected transactions.

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group’s five largest customers accounted for approximately 91%
(2016: 92%) of the total sales for the Reporting Period and sales to the largest
customer included therein amounted to 56% (2016: 86%) of the total sales
for the Reporting Period. Purchases from the Group’s five largest suppliers
accounted for approximately 57% (2016: 53%) of the total purchase for the
Reporting Period and purchase from the Group’s largest supplier included
therein amounted to 41% (2016: 21%) of the total purchase for the Reporting
Period. During the Reporting Period, none of the Directors or any of their
close associates or any Shareholders (which, to the best knowledge of the
Directors, own more than 5% of the number of issued shares) had any
interest in the Group’s five largest customers or suppliers.
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RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group understands that employees are valuable assets. The Group
provides competitive remuneration package to attract and motivate the
employees. The Group regularly reviews the remuneration package of
employees and makes necessary adjustments to conform to the market
standard.

The Group also understands that it is important to maintain good relationship
with its suppliers and customers to fuffil its immediate and long-term goals.
To maintain its brand competitiveness and dominant status, the Group aims
at delivering constantly high standards of quality in the products and service
to its customers. During the Reporting Period, there was no material and
significant dispute between the Group and its suppliers and/or customers.

DIRECTORS

The Directors during the Reporting Period and currently are as follows:

Executive Directors

Mr. Wei Qiang (Chairman and Chief Executive Officer)
Mr. Yuen Chi Ping (Vice-chairman and Co-Chief Executive Officer)
(appointed on 27 April 2018)
Dr. Liu Zhengang
(appointed on 29 June 2017)
Mr. Li Haichao
(resigned on 29 June 2017)
Ms. Zhen Xiaojing
(resigned on 29 June 2017)
Mr. Wang Hui (appointed on 29 June 2017 and
resigned on 30 August 2017)

Non-executive Director

Mr. Wei Shaojun (re-designated on 29 June 2017)

Independent non-executive Directors

Dr. Han Qinchun
Mr. Wong Yik Chung, John
Mr. Han Xiaoping
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Mr. Li Haichao and Ms. Zhen Xiaojing resigned as executive Directors with
effect from 29 June 2017 to allow them to devote more of their time on the
management and operation of the business of the Longjitaihe Group.

Mr. Wang Hui resigned as executive Director with effect from 30 August 2017
to pursue other career and business development.

In accordance with article 112 of the Company’s articles of association, any
Director appointed by the Board to fill a casual vacancy shall hold office until
the first general meeting after his/her appointment and any Director appointed
by the Board as an additional Director shall hold office only until the next
following annual general meeting of the Company. Accordingly, at the
forthcoming meeting to be held, Dr. Liu Zhengang and Mr. Yuen Chi Ping
shall retire from office as Directors and being eligible, have offered themselves
for re-election as Directors.

In accordance with article 108(a) of the Company’s articles of association, at
the forthcoming Meeting to be held, Mr. Wei Shaojun, Dr. Han Qinchun and
Mr. Wong Yik Chung, John will retire from his office as Director, and being
eligible, has offered himself for re-election as Director. At the forthcoming
Meeting, ordinary resolutions will be proposed to re-elect Mr. Wei Shaojun,
Dr. Han Qinchun and Mr. Wong Yik Chung, John.

BIOGRAPHIES OF DIRECTORS AND OTHER
SENIOR MANAGEMENT

The biographical details of the Directors and other senior management are
disclosed in the section headed “Directors and Senior Management” of this
annual report.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received a written confirmation from each of the
independent non-executive Directors in respect of his independence in
accordance with Rule 3.13 of the Listing Rules. The Board considers that all
independent non-executive Directors are being considered to be independent
by reference to the factors stated in the Listing Rules.
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DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming Meeting has a service
contract with the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory
compensation.

MANAGEMENT CONTRACTS

Other than the service contracts of the Directors, the Company has not
entered into any contract with any individual, firm or body corporate to
manage or administer the whole or any substantial part of any business of the
Company during the Reporting Period.

REMUNERATION OF THE DIRECTORS

Details of the remuneration of the Directors of the Company are set out in
note 37 to the audited consolidated financial statements in this annual report.

EMOLUMENT POLICY

The remuneration committee (the “Remuneration Committee”) of the
Company is set up for reviewing the Group’s emolument policy and structure
for all remuneration of the Directors and senior management of the Group,
having regard to the Group’s operating results, individual performance and
comparable market practices. The remunerations of the Directors are
determined with reference to the economic situation, the market condition,
the responsibilities and duties assumed by each Director as well as their
individual performance.

Details of the emoluments of the Directors, and 5 highest paid individuals
during the Reporting Period are set out in notes 8 and 37 to the audited
consolidated financial statements in this annual report.

RETIREMENT AND EMPLOYEE BENEFITS
SCHEME

Details of the retirement and employee benefits scheme of the Company are
set out in note 8 to the audited consolidated financial statements in this
annual report.

REPORT OF DIRECTORS
EFBRSE

EENRBELH

BRNOERERNSG LB ESENHEAEFHESR
ARBATINBRBENTEHARAN—F
M IETMBAX N EEEOCEERERN) -

EEAL

BREZNRBAOIN ARRARARSEHM
MEREMAL RAFEABRBR LM
B NERFXEERRABEMEBNEE
HERMBREIBD ©

ESHH M

ARAREENHFHFBHNAF REFZR
BB RM ST

i B R

ARAFEMNEZEG(FMEEENRLE
ERBEASENLERE AARRRARE
Lo BB 35 1B ) - e a5 A R B BROSR &
AEBEMBEFNSREBENHIRE -
BEZENFM NS ZRLBENR - W5 KT
REEEMAENBENMEEREBEARRE
& E °

E=NSUBERFAIRAREHMEOMEF
BERNAFREERGEAMBERRM TR
37 °

RIKKEERAGTE

ARARERREEBFGFENFBEHINAF
BEERGEEMBHRKMES -

Annual Report 2017 —E—LFFR
00 000000000000 OOEONOINONONOEONONOEOEOSOEOEOSEOSOO 00 0000000000 OCEOINOSINONONONONONOSNONONOSNONONOSNONOS VO




REPORT OF DIRECTORS
EFBHRSE

CHANGE TO INFORMATION IN RESPECT OF
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, the change to information in
respect of the Director is below:

1. On 20 September 2017, Mr. Wong Yik Chung, John resigned as an
independent non-executive director of Ascent International Holdings
Limited (Stock Exchange, stock code: 264).

Save as disclosed above, there was no change to information which is
required to be disclosed and has been disclosed by Directors pursuant to
paragraphs (a) to (e) and (g) of Rule 13.51(2) of the Listing Rules.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as disclosed in note 34 to the audited consolidated financial statements
and in the section headed “Connected Transaction and Continuing
Connected Transactions” in this annual report, neither Director nor entity
connected with the Directors had a material interest, either directly or
indirectly, in any transaction, arrangement or contract of significance to the
business of the Group subsisting at any time during the Reporting Period or
at the end of the year to which the Company, its holding company, or any of
its subsidiaries was a party.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as otherwise disclosed in this annual report, at no time during the
Reporting Period was the Company or any of its subsidiaries a party to any
arrangement that would enable the Directors to acquire benefits by means of
acquisition of shares in, or debentures of, the Company or any other body
corporate, and none of the Directors or any of their spouses or children under
the age of 18 were granted any right to subscribe for the equity or debt
securities of the Company or any other body corporate or had exercised any
such right.
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DIRECTORS’ INTEREST IN COMPETING
BUSINESS

Save as disclosed below, as at 31 December 2017, none of the Directors or
any of their respective associates had engaged in or had any interest in any
business which competes or is likely to compete, either directly or indirectly,
with the business of the Group.

Pursuant to Rule 8.10(2) of the Listing Rules, the following current Directors
held share interests and/or directorships in companies engaged in businesses
which compete or likely to compete, either directly or indirectly, with the
businesses of the Group:

Mr. Wei Shaojun and Mr. Wei Qiang held share interests and directorships in
companies of the Longjitaihe Group which engage in businesses of clean
energy (mainly the production and sales of photovoltaic components and the
development, construction and operation of photovoltaic power stations and
primary land development.

Being a listed company that serves as the only platform for the Longjitaine
Group to engage in clean energy, the Group’s principal businesses include
smart energy and solar energy. In the future, the Group will be the main entity
carrying out the business of smart energy and the new business of solar
photovoltaic power stations. Other than the production of photovoltaic
components and the operation and maintenance of completed photovoltaic
power stations, the Longjitaine Group will not participate in the new business
of the development of photovoltaic power stations or other clean energy
business that will be competed with the Company. On the other hand, the
Group does not have any plan to further pursue the primary land development
business except for the existing Baoding Donghu Project. On this basis, there
does not exist any material competition between the businesses of the Group
and those of the Longjitaihe Group in which the above Directors hold interests
and/or positions.

Each of the Directors is aware of his fiduciary duties as a Director of the
Company which require, among other things, that he acts for the benefit and
in the best interests of the Company and avoids any conflicts between his
duties as a Director and his personal interest.

As the Board is independent of the boards of the aforesaid companies and
maintains three independent non-executive Directors, the Group operates its
businesses independently of, and at arm’s length from, the businesses of the
aforesaid companies.
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SHARE OPTION SCHEME BB R RS &l

ARARRZE——F+—AZ+ AN —
HEREE ((BREED -

The Company adopted a share option scheme (“Share Option Scheme”) on
22 November 2011.

Purpose

The purpose of the Share Option Scheme is to attract and retain the
eligible persons, to provide additional incentive to them and to promote
the success of the business of the Group.

=Ry
BREAESEERIEBREAERA
T ARFREBINEBARESHAE
EE Y- hefe

Participants 2. BEHE

The Board is authorised, at their absolute discretion and subject to the EECERE2ERNBEREERETZ

terms of the Share Option Scheme, to grant options to subscribe the WiER  m(EdDaRE) RNEFBEMEES

Shares to, inter alia, any employees (full-time and part-time), directors, (B LH*ER) ZZ2 ZAA ER -9

consultants, advisors, distributors, contractors, suppliers, agents, e AP -ftER - -RE-BE B

customers, business partners or service providers of the Group. EENSIREHER T EBERE UH#
R ©

Total number of Shares available for issue 3. REEREFEITHBETH

under the Share Option Scheme % 17 48 &

The maximum number of Shares in respect of which options may be WIEEREAZ T TFTEENERER S

granted under the Share Option Scheme shall not in aggregate exceed FEBRMHEB LR AXTEBER

10% of the number of the issued Shares of the Company as at the MBHARFEEHITRMHEE H10% (B

Listing Date (i.e. a total of 60,000,000 Shares), representing 6.53% of A & 60,000,000 8% i% 7 0 (5 A& 2 AR

the number of the issue Shares of the Company as at date of this AFEHRBBEEITRMDEE M6.583%) °

annual report.

Maximum entitiement of each participant 4., BZSHEEWEE LR

The total number of Shares issued and to be issued upon exercise of HEXB BB IEEM1218 8 BE - £10

options granted to any grantee (including both exercised and ABRARTEREBRETZIERNE

outstanding options) under the Share Option Scheme, in any 12-month R (B IECITE R B ARITERERRE)

period up to the date of grant shall not exceed 1% of the Shares in MEBTREEZITHORODEE 7145

issue. BREETRMHMNI% -

Period within which the Shares mustbetaken 5. REEREXEZEROHN

up under an option

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period as the Board may
determine which shall not exceed ten years from the date of grant
subject to the provisions of early termination thereof.
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6. Minimum period for which an option must be
held before it can be exercised

The Board may in its absolute discretion set a minimum period for
which an option must be held and performance targets that must be
achieved before an option can be exercised.

7. Time of acceptance and the amount payable
on acceptance of the option

An offer for the grant of options must be accepted within seven days
inclusive of the day on which such offer was made. The amount
payable by the grantee of an option to the Company on acceptance of
the offer for the grant of an option is HK$1.00.

8. Basis of determining the subscription price

The subscription price of a Share in respect of any particular option
granted under the Share Option Scheme shall be a price solely
determined by the Board and notified to a participant and shall be at
least the highest of: (i) the closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheet on the date of grant of the
option; (i) the average of the closing prices of the Shares as stated in
the Stock Exchange’s daily quotations sheets for the 5 business days
immediately preceding the date of grant of the option; and (i) the
nominal value of a Share on the date of grant of the option.

9. Life of the Share Option Scheme

The Share Option Scheme became unconditional on the Listing Date
and shall be valid and effective for a period of ten years commencing
on 22 November 2011, subject to the early termination provisions
contained in the Share Option Scheme. As at 31 December 2017, the
remaining life of the Share Option Scheme is approximately 3 years and
11 months.

The Company shall be entitled to issue options, provided that the total
number of Shares which may be issued upon exercise of all options to be
granted under the Share Option Scheme does not exceed 10% of the shares
in issue on the Listing Date. The Company may at any time refresh such limit,
subject to the shareholders’ approval and issue of a circular in compliance
with the Listing Rules, provided that the total number of Shares which may be
issued upon exercise of all outstanding options granted and yet to be
exercised under all the share option schemes of the Company does not
exceed 30% of the Shares in issue at the time.
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As at 31 December 2017, details of the movement of the share options under
the Share Option Scheme are as follow:

RZZE—+F+ZR=+—8 ERET
ATEHBERRESHNFROT

Number of Share Options
BREHE
Closing price As at
preceding  Exercise As at Granted Exercised Cancelled Lapsed 31 December
Name and category of date of grant  price (HK$ 1 January duringthe duringthe duringthe  during the 2017
participants Date of grant  Exercise period (HKS per share)  per Share) 2017 Period Period Period Period (Note)
A HATH R® ZE-tf§
K& fTEE —F-tF +=A=t-H
SRERERER ehizh TEBE (Bk%Ex) (BR%ER) -A-H BRfTE HASH (M3E)
Directors
FZ
Mr. Wang Hui (resigned 19 January 2017 19 January 2017 to 1.92 2.2 — 1,000,000 - — 1,000,000 0
on 30 August 2017) 21 November 2021
Iiﬁ?ﬁi(ﬁé‘:?*ﬁi ZEB-t% ZT—+F-ATHAZ
NAZT+BET) —A+hA “Z--f+-A=+-H
Dr. Liu Zhengang 19 January 2017 19 January 2017 to 1.92 2.2 — 1,000,000 - - - 1,000,000
21 November 2021
ZIEREL ZE2—t% —T-+E-A+NBE
—ATAB “E--E+-fA-+-H
Subtotal — 2,000,000 - — 1,000,000 1,000,000
bt
Other eligible persons 19 January 2017 19 January 2017 to 1.92 2.2 — 9,300,000 - - - 9,300,000
21 November 2021
HAaERAL “EtF —Z—+E-f+tNEE
—-A+hH “E--E+-fAZ1-H
Total 11,300,000 - — 1,000,000 10,300,000
@t
Notes: MR -

Options granted by the Company will be subject to vesting in three tranches. The
vesting of the Options is conditional upon the fulfilment of certain performance targets
relating to the Group, including but not limited to the financial and market performances
of the Group as well as the Grantee’s individual performance, within a period of 36
months from the Date of Grant.

During the Reporting Period, the fair value of share options granted to the
Directors and other eligible persons was HK$2,233,000 (equivalent to
RMB1,937,000), and recognised as administrative expense was
HK$1,536,000 (equivalent to RMB1,332,000).
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INTERESTS AND SHORT POSITIONS OF THE
DIRECTORS AND THE CHIEF EXECUTIVE IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND
ASSOCIATED CORPORATIONS

As at 31 December 2017, the interests and short positions of the Directors or
chief executive of the Company in the Shares, underlying Shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (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 any interests which they are taken or deemed to
have under such provisions of the SFO) or were required, pursuant to section
352 of the SFO, to be entered in the register referred to therein, or were
required, pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the Listing
Rules, to be notified to the Company and the Stock Exchange, were as
follows:

() Interest in the Shares of Company
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Approximate

Number Percentage of

Name of Director Capacity/Nature of Interest of Shares held shareholding
Espng B EEHtE FERGBEE REMAB DL
Mr. Wei Shaojun Founder of a discretionary trust (Note 1) 431,672,512 (L) 46.98%
BOELE —IEMIFEFEHN KA (HFE1)

Interest of controlled corporation (Note 2) 42,579,000 (L) 4.63%

Frr 2 il % B A 2 (B 55 2)

Total 474,251,512 (1) 51.61%

it
Mr. Wei Qiang Beneficiary of a trust (Note 3) 422,872,512 (L) 46.02%
Bhog St & B m A (MEE3)
Dr. Liu Zhengang Beneficial owner (Note 4) 1,000,000 (L) 0.11%
219 MiE + ExnA A (iEa)
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Notes: L5

-

1. King River Developments Limited is deemed to be interested in
422,872,512 Shares through its control over Longevity Investment
Holding Limited and BNP Paribas Singapore Trust Corporation Limited is
deemed to be interested in 8,800,000 Shares through its control over
Harvest Oak Holdings Limited and, acting as the trustee, is also deemed
to be interested in 422,872,512 Shares through its control over King River
Developments Limited, and Mr. Wei Shaojun is deemed to be interested
in 431,672,512 Shares as a founder of the discretionary trust. The details
of which are set out as follows:

Name of controlled corporation Name of controlling shareholder

King River Developments Limited # 1% %
% @ H 7 Longevity Investment Holding
Limited 9 22 I # 7 422,872,512A% i 19
o ¥ B % z5 © & BNP Paribas Singapore
Trust Corporation Limited 7 1% /4 i 18 H
7 Harvest Oak Holdings Limited #9 1% %
1 748,800,000 i% A& 15 7 #E B #E 2 - DA
RERZTEAMER AE B HRKing
River Developments Limited # #5 &l # 7
422,872,612 B fn P HE G s - MR
BEREWEABMBREAKIIAN)BERA
R431,672, 512 B R - B H
FEIEIAE -

Direct Number of

% control interest Shares

ERBOLE HEEDS B 5 & E

RREXER ZERBRRER

King River Developments Limited BNP Paribas Singapore Trust Corporation Limited 100.00 N 422,872,512(L)
=
Longevity Investment Holding Limited  King River Developments Limited 100.00 Y 422,872,512(L)
=
Harvest Oak Holdings Limited BNP Paribas Singapore Trust Corporation Limited 100.00 Y 8,800,000(L)
=
2. Such 42,579,000 Shares are beneficially owned by Lightway Power 2. % 542,579,000 B ER S ST

Holdings Limited, which was incorporated in the Cayman Islands.
Lightway Power Holdings Limited was wholly-owned by Global Capital
Alliance Limited, which was incorporated in the BVI and is directly and
wholly-owned by Mr. Wei Shaojun.

3. Mr. Wei Qiang is deemed to be interested in 422,872,512 Shares as a 3.
beneficiary of a trust.

4. Dr. Liu Zhengang is interested in 1,000,000 share options of the 4.
Company.
5. The letter “L.” denotes the long position in Shares. 5.

LongiTech Smart Energy Holding Limited
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(i) Interest in the Shares of Associated
Corporations

REPORT OF DIRECTORS
EFBRSE

(i) RMEBEERADHER

Approximate

Capacity/Nature Number percentage of
Name of Director Name of associated corporation of interest of Shares held shareholding
Exns HE B &R 270 £33 RO EE REMAB DL
Mr. Wei Shaojun Longevity Investment Holding Limited  Beneficial owner 1L 100%
BOERE EmERA
Mr. Wei Shaojun Harvest Oak Holdings Limited Beneficial owner 1L 100%
BLOELRLE EmEE A
Note: The letter “L” denotes the long position in Shares. BiaE : FRILIRTRBRDOIFE
Save as disclosed above, as at 31 December 2017, none of the Directors or ~ Ff E X P E & SN X = JC F+ZRA=
chief executive of the Company had any interests or short position in the TR BEEERAEAR BEITHRABR

Shares, underlying Shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) which
would be required to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO, or which would be
required, pursuant to Section 352 of the SFO, to be entered in the register
referred to therein, or otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

ZAN/N Tiﬁ&ﬂ*ﬁﬁwil(&%ﬁ »RHIE
GEOIEXVED) BBty - AR MESTHSE
ERREES R BE RO BEXVEEET 8D #B
BAHMEARARBIMOERIORE IR
BEH L E G2 3626 48 EB LR ZIK
s R Me sk s  HREZEETE
MERAMGERARANBZMOBREIKRE
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INTERESTS AND SHORT POSITIONS OF THE
SUBSTANTIAL SHAREHOLDERS AND OTHER
PERSONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY
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WZZE—+F+ZR=+—B BRESFHM-
THALTGEEXHABEBENRARAREEFRNER
TTHRAB)RBRDIABEERO T EAREES
REREIRGIEXVEDE2 X35 5 /) 1R LB A AR
RARBXABEENEERARE  RIREBEE
FRHAERPIFEBHRTHENARRAFTEDN
Bt R SOXR -

As at 31 December 2017, so far as is known to the Directors, the following
persons (not being a Director or chief executive of the Company as disclosed
above) had interests or short positions in Shares or underlying Shares which
would fall to be disclosed to the Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO or, which were recorded
in the register to be kept by the Company under section 336 of the SFO:

BBREFRNDERRAF

Rt EE kS

() Long Position in the Shares () RBROKNEFE
Approximate
Number percentage of
Name of Substantial Shareholder Capacity/Nature of interest of Shares held shareholding
TERRER B REEHEE RGO E RESLAT D
Longevity Investment Holding Beneficial owner (Note 1) 422,872,512 (L) 46.02%
Limited BEmEA A1)
BNP Paribas Singapore Trust Trustee (Note 1) 431,672,512 (L) 46.97%
Corporation Limited ZEEA(HEET)
King River Developments Limited Interest of controlled corporation (Note 1) 422,872,512 (L) 46.02%
EEGEEER (1)
China Create Capital Limited Beneficial owner 160,090,000 (L) 17.42%
EmEAA
Haitong International Financial Person having a security interest in shares 100,000,000 (L) 10.88%
Solutions Limited R ER REEZAL
BBEBEREeRMRBERLDA
Haitong International Holdings Interest of controlled corporation 100,000,000 (L) 10.88%
Limited REHEEE R
B R B R A A
Haitong International Securities Interest of controlled corporation 100,000,000 (L) 10.88%
Group Limited SR HE B R
BBBRELSEEBRALDA
Haitong Securities Co., Ltd. Interest of controlled corporation 100,000,000 (L) 10.88%
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Notes:

1. King River Developments Limited is deemed to be interested in
422,872,512 Shares through its control over Longevity Investment
Holding Limited and BNP Paribas Singapore Trust Corporation Limited is
deemed to be interested in 8,800,000 Shares through its control over
Harvest Oak Holdings Limited and, acting as the trustee, is also deemed
to be interested in 422,872,512 Shares through its control over King River
Developments Limited, and Mr. Wei Shaojun is deemed to be interested
in 431,672,512 Shares as a founder of the discretionary trust.

2. The letter “L” denotes the long position in Shares.

Save as disclosed above, and as at 31 December 2017, the Company had
not been notified by any persons (other than Directors or chief executive of
the Company) who had interests or short positions in the Shares or underlying
Shares which would fall to be disclosed to the Company under the provision
of Divisions 2 and 3 of Part XV of the SFO or which would be required,
pursuant to Section 336 of the SFO, to be entered in the register referred to
therein.

SIGNIFICANT LEGAL PROCEEDINGS

For the year ended 31 December 2017, the Company was not engaged in
any litigation or arbitration of material importance and no litigation or claim of
material importance is known to the Directors to be pending or threatened
against the Company.

PERMITTED INDEMNITY PROVISION

The Company’s articles of association provide that each Director or other
officer of the Company shall be entitled to be indemnified out of the assets of
the Company against all losses or liabilities which he or she may sustain or
incur in or about the execution of the duties of his or her office or otherwise in
relation thereto. In addition, the Company has arranged appropriate directors’
and officers’ liability insurance in respect of relevant legal actions against the
Directors.

REPORT OF DIRECTORS
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1. King River Developments Limited # 1% &
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EVENTS AFTER THE REPORTING PERIOD

1. On 26 January 2018, the Company granted an aggregate of
30,418,440 share options under its Share Option Scheme. The options
will entitle the eligible participants to subscribe for up to a total of
30,418,440 new shares of HK$0.01 each in the share capital of the
Company, representing approximately 3.31% of all the shares in issue
as at the date of the announcement. As a result of the completion of
the Rights Issue (as defined in item 2 below), the total number of shares
which may be allotted and issued upon exercise of the relevant share
options will be adjusted from 30,418,440 to 36,441,291 with effect
from 22 March 2018. Details were set out in the announcements of the
Company dated 26 January 2018 and 21 March 2018.

2. On 21 March 2018, the Company completed a right issue on the basis
of one rights share for every two shares held on the record date (the
“Rights Issue”). 459,474,000 shares were issued at a subscription
price of HK$1.2 per rights share with net proceeds of approximately
HK$549,000,000 have been raised. The net proceeds will be used for
development of smart energy and solar energy businesses including
relevant potential investments and mergers and acquisition, and for
general working capital of the Group. Details of the Rights Issue were
set out in the Company’s announcements dated 25 January 2018 and
21 March 2018, and the prospectus dated 28 February 2018.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”), comprising
the three independent non-executive Directors, has reviewed the Group’s
consolidated financial statements for the year ended 31 December 2017
together with the management and the external auditor of the Company. The
Audit Committee is of the opinion that such statements have complied with
the applicable accounting standards, and the disclosures required by the
Stock Exchange and other relevant legal requirements, and that adequate
disclosures have been made.

BREMRER

1. RZZE—NF—F=Z+H ARFR
5 B8 R 4 5F 8 % B & $£30,418,44017
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—NEFE—ABZ+R"EEZZE—N\F=A8
—t+—HHAE-

2. RZZE—NF=ZA=Z+—H £2AH
RRESBHEEEMRR G ERE —
% RS A% 0 A R EESE R AR (AR D) -
459,474,000 % Bz 10 1= R 8 B & IR 4 IR AR
M12B L e HESHMEREFE
#7549,000,000%8 7T - A B FT 15 R IA F 5
BEREREZERAANGREER(S
FEEBTERERMNB) ARAELRSE
ER—REEES -BRAHKBOTBR
RARBBHA-_ZE—NF—A=-+H
ARZZE—NF=ZA=Z+—HHIAEN
FEBRAE-_ZT—NEFEF_A-_+/\BHE

12 o

EREEG

ARREZZEG((BEREEE )M =%2%
THRRTESEK HCBARREEER
SNE B ENAREBRE T —EF+ =
A=+—BLFENEAUBRR -BTRE
EEgRR ZERRECTEBR G ERA
RBRAEOBEEERREMERERRE
YEAFHFEDKE -

LongiTech Smart Energy Holding Limited EESNEZERIZERERAT
00 00000000000 OPNOGCEOEOSONONONOGNOSNOSONONONOSEOSEOSOEOSOS VOO 00 00000000 OONONOGNOGNONONONONONOSNOSNONONONEOSNOSNONPOS O




CORPORATE GOVERNANCE

Principal information on the corporate governance practices adopted by the
Company is set out in the section headed “Corporate Governance Report” of
this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and to the knowledge
of the Directors, at least 25% of the Company’s total issued share capital,
being the prescribed minimum percentage of public float approved by the
Stock Exchange and permitted under the Listing Rules, are held by the public
at all times during the Reporting Period and as of the date of this annual
report.

AUDITOR

The consolidated financial statements for the Reporting Period prepared in
accordance with IFRS were audited by PricewaterhouseCoopers who shall
retire and, being eligible, offer itself for re-appointment at the forthcoming
Meeting of the Company.

By Order of the Board
Wei Qiang
Chairman and Chief Executive Officer

Hebei Province, the PRC, 29 March 2018
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CORPORATE GOVERNANCE REPORT

EXREICHRS

The Board is pleased to present this corporate governance report in this
annual report for the year ended 31 December 2017.

The Group is committed to maintaining high standards of corporate
governance to safeguard the interests of Shareholders and to enhance
corporate value and accountability. Saved as disclosed in this annual report,
the Company has complied with the code provisions of the Corporate
Governance Code and Corporate Governance Report (the “CG Code”)
contained in Appendix 14 to the Listing Rules during the Reporting Period.
The Directors recognize the importance of incorporating the elements of good
corporate governance in the management structures and internal control
procedures of the Company so as to achieve effective accountability to the
Shareholders as a whole. The Company will continue to review and enhance
its corporate governance practices to ensure compliance with the CG Code.
Set out below is detailed discussion of the corporate governance practices
adopted and observed by the Company for the Reporting Period.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in Appendix 10 of the
Listing Rules as its own code of conduct regarding Directors’ securities
transactions. After making specific enquiry, all of the Directors who held their
office during the Reporting Period have confirmed that they had complied
with the required standard set out in the Model Code throughout the
Reporting Period.

The Company has also adopted its own code of conduct regarding
employees’ securities transactions on terms no less exacting than the
standard set out in the Model Code for the compliance by its relevant
employees who are likely to be in possession of inside information of the
Company in respect of their dealings in the Company’s securities.
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CORPORATE GOVERNANCE REPORT

BOARD OF DIRECTORS

(i)

Composition of the Board of Directors

The Board currently consists of seven Directors with a combination of
three executive Directors, one non-executive Director and three
independent non-executive Directors. During the Reporting Period and
currently, the composition of the Board is as follows:

Executive Directors
Mr. Wei Qiang (Chairman and Chief Executive Officer)
Mr. Yuen Chi Ping (Vice-chairman and Co-Chief Executive Officer)
(appointed on 27 April 2018)
Dr. Liu Zhengang
(appointed on 29 June 2017)
Mr. Li Haichao
(resigned on 29 June 2017)
Ms. Zhen Xiaojing
(resigned on 29 June 2017)
Mr. Wang Hui
(appointed on 29 June 2017 and
resigned on 30 August 2017)

Non-executive Director
Mr. Wei Shaojun
(re-designated on 29 June 2017)

Independent Non-executive Directors
Dr. Han Qinchun

Mr. Wong Yik Chung, John

Mr. Han Xiaoping

The biographies of the Directors are set out under the section headed
“Directors and Senior Management” of this annual report.

The Board is the core of the corporate governance structure of the
Company. It is responsible for giving guidance to and reviewing the
efficiency of the management. The Board is fully aware of its prime
responsibilities to the Company and its duties to protect and enhance
long-term Shareholders’ value. The executive Directors, with the
assistance from the senior management, form the core management
team of the Company. The executive Directors have the overall
responsibility for formulating the business strategies and development
plans of the Company and the Group, and the senior management is
responsible for supervising and executing the plans of the Group.
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CORPORATE GOVERNANCE REPORT
FHREBHRS

All Directors have carried out duties in good faith and in compliance
with applicable laws and regulations, and have acted in the interests of
the Company and the Shareholders at all times.

The Company has arranged appropriate liability insurance to indemnify
the Group’s Directors for their liabilities arising out of corporate
activities. The insurance coverage is reviewed on an annual basis.

Functions of the Board

The principal functions of the Board are to (i) convene general meetings
and report the Board’s work at general meetings; (i) implement the
resolutions passed by the Shareholders in general meetings; (iii)
consider and approve strategies, financial objectives, annual budget,
investment proposals of the Group; (iv) formulate the proposals for
profit distributions; (v) assume the responsibilities of corporate
governance of the Group; (vi) establish and review the Group’s risk
management and internal control systems through the Audit
Committee; and (vi) exercise other powers, functions and duties
conferred by the Shareholders in general meetings.

Board Meeting and Attendance Record

The Company adopts the practice of holding Board meetings regularly,
at least four times a year, and at approximately quarterly intervals. The
Directors can attend meetings in person or by means of such
telephone, electronic or other communication facilities so as to permit
all persons participating in the meeting to communicate with each other
simultaneously and instantaneously, and participation in such meeting
shall constitute presence in person at such meetings in accordance
with article 133 of the Company’s articles of association. Generally, at
least 14 days notice will be given for the regular Board meetings by the
Company. The Directors will receive details of agenda items at least 3
days before each regular Board meeting to ensure that the Directors
are able to make informed decisions regarding the matters to be
discussed in the meetings. All Directors will also be provided with
sufficient resources to perform their duties, and upon reasonable
request, the Directors will be able to seek independent professional
advice in appropriate circumstances, at the Company’s expense. All
minutes of Board meetings will be recorded in sufficient detail, including
matters considered and decisions reached by the Board.

All' Directors can individually contact the management and obtain
complete and timely information in relation to conducting the business
and operation of the Company. Every month, the Company prepares
reports setting out the major events and recent developments of the
Company and circulates the reports to the Directors.
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During the Reporting Period, ten Board meetings and three general RAFZEHE ARRRITTHRES
meetings were held. The two extraordinary general meetings of the eeENARERE ARARERE
Company were held on 10 March 2017 and 7 June 2017. The annual MRXeER—_E—+tF=F+BEE_-_FT—
general meeting of the Company was held on 23 May 2017. tFARNACBRET MBREBFRERN
—E—t+ERAT=B%T-

The following is the attendance record of the Board meetings and LT hAsEEeeaskREAeNHEL
general meetings: 8% -

Attendance/Eligible to attend

HEGERHELE
Board General
Meeting(s) Meetings
E=Zge3 BRRAE
Executive Directors BTES
Mr. Wei Qiang BoanE(FERTBAH) 7110 1/3
(Chairman and Chief Executive Officer)
Dr. Liu Zhengang 2R M E 5/5 0/0
(appointed on 29 June 2017) (RZF—+ENHZFTNHAEZF)
Mr. Li Haichao FEEBEE 5/5 3/3
(resigned on 29 June 2017) (R=—ZFE—+F A=+ HEHE)
Ms. Zhen Xiaojing WS+ 5/5 3/3
(resigned on 29 June 2017) (RZZE—t+FNAZt+HBEE)
Mr. Wang Hui FrEEE 3/3 0/0
(appointed on 29 June 2017 and (R=ZF—tFNAZF+NHEZT
resigned on 30 August 2017) WRZF—+FNA=1HEHF)
Non-executive Director FHITES
Mr. Wei Shaojun BmLELLE 6/10 2/3
(re-designated on 29 June 2017) (RZF—+F A=+ HEFT)
Independent Non-executive Directors YHHTES
Dr. Han Qinchun BREBT 9/10 3/3
Mr. Wong Yik Chung, John BEALAE 9/10 3/3
Mr. Han Xiaoping BEYEA 10/10 3/3
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APPOINTMENT AND RE-ELECTION OF THE
DIRECTORS

Mr. Wei Qiang has entered into a service contract with the Company on 11
November 2015 for a term of three years. Mr. Yuen Chi Ping has entered into
a service contract for a term of three years commencing from 27 April 2018.
Dr. Liu Zhengang has entered into a service contract for a term of three years
commencing from 29 June 2017. Each of the executive Director’s service
contract may be renewable subject to both parties agreement.

Mr. Wei Shaojun has entered into a service contract with the Company on 29
June 2017 for a term of three years commencing from 29 June 2017. The
non-executive Director’s service contract may be renewable subject to both
parties’ agreement.

Dr. Han Qinchun has renewed a service contract with the Company for term
of three years commencing from 26 February 2018. Mr. Wong Yik Chung,
John has entered into a service contract with the Company on 16 October
2015 with a term of three years. Mr. Han Xiaoping has entered into a service
contract with the Company on 28 June 2016 with a term of three years. Each
of the independent non-executive Directors’ service contracts may be
renewable subject to both parties’ agreement.

None of the Directors has a service contract which is not determinable by the
Group within one year without payment of compensation (other than statutory
compensation).

In compliance with the code provision A.4.2 of the CG Code, all Directors
appointed to fill a casual vacancy should be subject to election by
Shareholders at the first general meeting after their appointment. By virtue of
article 112 of the articles of association of the Company, the Board shall have
the power from time to time and at any time to appoint any person as a
Director either to fill a casual vacancy or as an additional Director but so that
the number of Directors so appointed shall not exceed the maximum number
determined from time to time by the Shareholders in general meeting. Any
Director appointed by the Board to fill a casual vacancy shall hold office until
the first general meeting of Shareholders after his appointment and be subject
to re-election at such meeting. Any Director appointed by the Board as an
addition to the existing Board shall hold office only until the next following
annual general meeting of the Company and shall then be eligible for re-
election. Accordingly, at the forthcoming Meeting to be held, Dr. Liu
Zhengang and Mr. Yuen Chi Ping shall retire from office as Directors and
being eligible, have offered themselves for re-election as Directors.

ZERERES

Bt _T-—AF+—-—A+—HER
RAFLRBEH EPR=F -REFELE
ERZE- N \FEA=Z++EHEARARG L
REAH EHA=F ZRMBELEN =
E—+tFRAZTNRERRBITLRE A
BoERR=F BRTEFTNRBEOHA
EETHET TIAER-

ROBEAEECR - T—EtFRNA-THhBEH
ARBFIRBEN A _FT—tFRAZ
TAEERB=F - FATEFTNRBKEH
BRI EETHET TAED -

BREBELIDHARABIRBELN BHZ
E-NF_AZ+"BRRAP=F -2E2H
EEBERZZTE—RAF+ATAAAHEAQFF]
VRIS EH  ABHA=F -BEFEEDNRZ
T-RNFENAZ+HNBEARBFTILRBEA
B EHAE=F ZBUFNTESORSEE
WA ET HE T~ T AER -

BEEMNEFSI LI EHEAEER —FA
BIEMBASNEBEEOCEERERIN BORS

aH -

RBEEERTANTRIRXFAL2MG &
RENAREEEROMAEETHANEE
ZERERARRAS LARRER - REX
ARMABERAREN2E EFSHAETRE
LFEREZEENALTRETANERERE

SIEREHET HRUEEZINEFTAH
THREBRRNERAE ETRKEEN AR
ER-FAEESSZTAEMRE =R
EENTHSEZERZAERNERRRRK
ERE EAIRZASLEEET -BES
ERANHEREESENERENEMNE
ENTHEEEZEARRA TERRBERER
b ERSEERBEEE - FAl EEEX
gL 2RMBLIERRETFRESREES
—BOUYNEERMEEERETIRES-

LongiTech Smart Energy Holding Limited EESNEZERIZERERAT
00 00000000000 OPNOGCEOEOSONONONOGNOSNOSONONONOSEOSEOSOEOSOS VOO 00 00000000 OONONOGNOGNONONONONONOSNOSNONONONEOSNOSNONPOS O




CORPORATE GOVERNANCE REPORT

In compliance with the code provision A.4.2 of the CG Code, all Directors are
subject to retirement by rotation at least once every three years. Furthermore,
pursuant to the article 108(a) of the articles of association of the Company, at
each annual general meeting one-third of the Directors for the time being, or,
if their number is not three or a multiple of three, then the number nearest to
but not less than one-third, shall be subject to retirement by rotation at least
once every three years. A retiring Director shall be eligible for re-election. The
Company at the general meeting at which a Director retires may fill the
vacated office.

Mr. Wei Shaojun, Dr. Han Qinchun and Mr. Wong Yik Chung, John will retire
from office as Directors at the forthcoming Meeting, and being eligible, have
offered themselves for re-election.

The procedures and process of appointment, re-election and removal of
Directors are set out in the articles of association of the Company. The
nomination committee (the “Nomination Committee”) is responsible for
reviewing the Board composition and making recommendations to the Board
on the appointment or re-election of Directors and succession planning for
Directors.
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INDUCTION AND CONTINUOUS PROFESSIONAL

DEVELOPMENT

Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The joint
company secretaries of the Company from time to time updated and
provided written training material relating to the roles, functions and duties of
a director and all the aforesaid Directors studied such materials and they were
asked to submit a signed training record to the Company on annual basis.
During the year ended 31 December 2017, the current Directors received the
following training with an emphasis on the role, functions and responsibilities

of directors of listed companies through attending seminars, conferences and

reading materials:

Name of Director

EBgA

BHEEER

Reading materials

ABRGEBEEXRERRE

ARRASZBHEF2HEBEFIXER UER
NERE M@ MR - AR R B E QB M
EfHEMTREAHESAC BB
BENEEBINER MLiz2BEFTHEE
BUFEMARBREFAARRAREI -0
ERENRILE RBE-_FT—tF+=
A=t—-BLFE REESEBLFEH
T SRLMEMH BEXATEHERLET
RAEENAE B RBEOEI

Latest regulatory
information/

Professional skills in finance,

references management and the industry

B/ E8/
TEEXERE
Reading Attending
materials seminars

B MR HERNE

SEZEH

B AR

Executive Directors
Mr. Wei Qiang
Dr. Liu Zhengang
(appointed on 29 June 2017)
Mr. Li Haichao
(resigned on 29 June 2017)
Ms. Zhen Xiaojing
(resigned on 29 June 2017)
Mr. Wang Hui
(appointed on 29 June 2017
and resigned on 30 August 2017)

Non-executive Director
Mr. Wei Shaojun
(re-designated on 29 June 2017)

Independent
Non-executive Directors

Dr. Han Qinchun

Mr. Wong Yik Chung, John

Mr. Han Xiaoping

HITES
BRELE
ZIRAE L
(R=ZF—
FEEEE
(R-—FE—LFENA=+NABEEL)
EELLT
(R-FE—+ENF -1+ NABE)
TELSE
(R-_B—+FENA-F+NAEZT
FR=ZF—+tFNA=FHEL)

tENAZFTNAEZE)

FUTES
ROUERE
(R-F—+tFX A +NAEHF)

BUFUTES
BEREBL

BEEROKL
BEFELE

v v v
v v v
v v

v v

v v v
v v v
v v v
v v v
v v v
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under the code provision A.2.1 of the CG Code, the roles of chairman and
chief executive officer should be separate and should not be performed by
the same individual.

Mr. Wei Qiang, an executive Director, is both the chief executive officer and
the chairman of the Board. According to code provision A.2.1 of the CG
Code, the roles of chairman and chief executive officer should be separate
and should not be performed by the same individual. The Board is of the
opinion that, with the Company now being at a stage of rapid development,
the current structure could improve the Company’s effectiveness and
efficiency in reaching its business goals. The Board also believes that this
arrangement will not be detrimental to the balance of power and authority
between the chairman and the chief executive officer, while a higher ratio of
non-executive Directors (including independent non-executive Directors) will
enable the Board to make unbiased judgments more effectively.

INDEPENDENT NON-EXECUTIVE DIRECTORS

In compliance with Rules 3.10(1) and 3.10(2) of the Listing Rules, the
Company has appointed three independent non-executive Directors. The
Board considers that all independent non-executive Directors have
appropriate and sufficient industry, professional qualifications, or accounting
or related financial management expertise to carry out their duties so as to
protect the interests of Shareholders. Under Rule 3.10A of the Listing Rules,
listed issuers are required to appoint independent non-executive directors
representing at least one-third of the Board. The Company has three
independent non-executive Directors currently representing more than one-
third of the Board and therefore, the Company has complied with Rule 3.10A
of the Listing Rules.

Prior to their respective appointment, each of the independent non-executive
Directors has submitted a written statement to the Stock Exchange
confirming their independence and has undertaken to inform the Stock
Exchange as soon as practicable if there is any subsequent change of
circumstances which may affect their independence. The Company has also
received a written confirmation from each of the independent non-executive
Directors in respect of their independence in accordance with Rule 3.13 of
the Listing Rules. The Board considers that all independent non-executive
Directors are being considered to be independent by reference to the factors
stated in the Listing Rules.
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During the Reporting Period, Mr. Wei Qiang, Chairman of the Board, held a
meeting with the non-executive Director (including independent non-executive
Directors) without the executive Directors’ presence on 18 December 2017.

Save as disclosed in the Directors’ biographies set out in the section headed
“Directors and Senior Management” in this annual report, none of the
Directors has any personal relationship (including financial, business, family or
other material or relevant relationship) with any other Director and chief
executive.

All Directors, including independent non-executive Directors, have brought a
wide spectrum of valuable business experience, knowledge and
professionalism to the Board for its efficient and effective functioning.
Independent non-executive Directors are invited to serve on Audit Committee,
the Remuneration Committee and the Nomination Committee of the
Company.

As regards the CG code provision requiring directors to disclose the number
and nature of the offices held in public companies and organisations and
other significant commitments as well as their identity and the time involved to
the issuer, Directors have agreed to disclose their commitments to the
Company in a timely manner.

DELEGATION BY THE BOARD

The Board reserves for its decision all major matters of the Company,
including: approval and monitoring of all policy matters, overall strategies and
budgets, internal control and risk management systems, material transactions
(in particular those that may involve conflict of interests), financial information,
appointment of Directors and other significant financial and operational
matters. Directors could have recourse to seek independent professional
advice in performing their duties at the Company’s expense and are
encouraged to access and to consult with the Company’s senior
management independently.
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The functions and duties conferred on the Board include convening
Shareholders’ meetings and reporting on the work of the Board to the
Shareholders at Shareholders’ meetings as may be required by applicable
laws, implementing resolutions passed at Shareholders’ meetings,
determining the Company’s business plans and investment plans, formulating
the Company’s annual budget and final accounts, formulating the Company’s
proposals for dividend and bonus distributions as well as exercising other
powers, functions and duties as conferred on it by the Company’s articles of
association and applicable laws. The senior management is delegated with
the authority and responsibilities by the Board for the day-to-day management
and operations of the Group. The Board meets regularly to review the
financial and operating performance of the Company, and considers and
approves the overall strategies and policies of the Company.

The daily management, administration and operation of the Group are
delegated to the senior management. The delegated functions and
responsibility are periodically reviewed by the Board. Approval has to be
obtained from the Board prior to any significant transactions entered into by
the management.

CORPORATE GOVERNANCE FUNCTION

The Board recognizes that corporate governance should be the collective
responsibility of the Directors and their corporate governance duties include:

(@  to develop, review and implement the Company’s policy and practices
on corporate governance and make recommendation to the Board;

(b) to review and monitor the training and continuous professional
development of Directors and senior management;

(c) to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(d)  to develop, review and monitor the code of conduct and compliance
manual (if any) applicable to employees and directors;

(e) to establish, review and monitor the risk management and internal
control systems of the Company;

() to review the Company’s compliance with the CG Code and disclosure
in the Corporate Governance Report; and
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(@  todevelop, review and monitor the implementation of the Shareholders’
communication policy to ensure its effectiveness, and make
recommendation to the Board where appropriate to enhance
Shareholders’ relationship with the Company.

During the Reporting Period, the Board had reviewed and discussed the
above-mentioned corporate governance policy and practices, including
training and continuous professional development of Directors and senior
management, compliance with laws and regulatory regulations, the
Company’s compliance with the CG Code and the relevant disclosures in the
Corporate Governance Report.

Pursuant to the code provision A.5.6 of the CG Code, listed issuers are
required to adopt a board diversity policy. The Board has adopted the board
diversity policy and summary of the board diversity policy is set out below:

The Company recognises and embraces the benefits of having a diverse
Board to enhance the quality of its performance. It endeavours to ensure that
the Board has a balance of skills, experience and diversity of perspectives
appropriate to the requirements of the Company’s business. All Board
appointments will continue to be made on a merit basis with due regard for
the benefits of diversity of the Board members. Selection of candidates will be
based on a range of diversity perspectives, including but not limited to
gender, age, cultural and educational background, professional experience,
skills, knowledge and length of service. The ultimate decision will be made
upon the merits and contribution that the selected candidates will bring to the
Board. The Nomination Committee will monitor the implementation of this
policy and will from time to time review this policy to ensure the effectiveness
of this policy.

AUDIT COMMITTEE

The Audit Committee was established on 22 November 2011. The Audit
Committee currently comprises three members, namely Mr. Wong Yik Chung,
John (Chairman), Dr. Han Qinchun and Mr. Han Xiaoping, all of the members
are independent non-executive Directors. The Audit Committee shall meet at
least twice a year with the Company’s external auditors regarding the review
of the Company’s financial report and accounts.

@ HIE B REEKRRBBREONT
BERARNBBREUNSD  TEEREEER
WEBZFE AMBRRELRRF N
1% e

RABREHRE EFeCEFH LI w XA
BAHEREBRBRRERER BREFRER
EEBNBIRSEEXER ERREE
RAMNEREE ARARETEEERTA
EIER R BEERRE T OEMBME -

RIFEFRERTUNTREXEALLRK L
METABRREZTE SRR -EFE
ERMNEFEZTIERR EF2E TR
REMEFHIIMT

ARARARALREEFES T LARSESR
REZ IR IHEREFTSGHFEALRAA
EBMBENEERE ERMZT(BH-
EEeMAZEHEBURAREST RRA
TRIEMREEEXNEZ TN EE - TR
ANBBIZE-RINZTCHRBELEE . B E
TRREMER - Fik - XEERBEES BEL
o MBEBRBFH ZKLBREEE
ABNERRERARBEFTSHFHMERMIER
E-REZBEEHEEARRNE K LK T
g s AR - BRABEITZ B

EREES

ERZEER _T——F+t—-AZ+ZBK
YoBERZBEHMERBAEL(ER) BEER
FERBETELE=—ZKEEAKR 2BKE
MRBINNTEZ BERZESEFAN
ENARBNMBEREREKB ZAQRFING
REBEMELBRITRRGHE -

LongiTech Smart Energy Holding Limited EESNEZERIZERERAT
00 00000000000 OPNOGCEOEOSONONONOGNOSNOSONONONOSEOSEOSOEOSOS VOO 00 00000000 OONONOGNOGNONONONONONOSNOSNONONONEOSNOSNONPOS O




CORPORATE GOVERNANCE REPORT

The primary duties of the Audit Committee are mainly to make
recommendations to the Board on the appointment and removal of auditor,
review the financial statements, reports and accounts, and review and
monitor the financial reporting system, risk management and internal control
systems. The Audit Committee has reviewed the Group’s consolidated
financial statements for the Reporting Period.

The written terms of reference of the Audit Committee adopted by the Board
are in line with the provisions of the CG Code and are available on the
websites of the Company and the Stock Exchange.

During the Reporting Period, the Audit Committee has mainly fulfiled the
following responsibilities:

—  reviewing the unaudited interim results for the six months ended 30
June 2017 and the audited annual results for the year ended 31
December 2016, discussing the interim results and annual results with
external auditors (in the absence of the management of the Company),
and forming the opinion that the relevant financial statements have
been prepared in accordance with the applicable accounting standards
and regulation, and that adequate disclosures have been made;

—  reviewing and assessing the independence of external auditors, and
making recommendations on the change and appointment of external
auditors; and

— assisting the Board in fulfiling the responsibilities for maintaining
effective risk management and internal control systems.

During the Reporting Period, the Audit Committee has held three meetings.
The following is the attendance record of the Audit Committee meetings
during the year ended 31 December 2017:
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REMUNERATION COMMITTEE

The Remuneration Committee was established on 22 November 2011. The
Remuneration Committee comprises three members, namely Dr. Han
Qinchun (Chairman), Mr. Wei Qiang and Mr. Wong Yik Chung, John, the
majority of which are independent non-executive Directors and one of the
members is an executive Director.

The primary duties of the Remuneration Committee are to make
recommendations to the Board on the remuneration of the Directors and
senior management.

The Remuneration Committee shall meet at least once every year to discuss
remuneration related matters. No Director is allowed to be involved in
deciding his/her own remuneration.

The written terms of reference of the Remuneration Committee adopted by
the Board are in line with the provisions of the CG Code and are available on
the websites of the Company and the Stock Exchange.

During the Reporting Period, the Remuneration Committee has mainly fulfilled
the following responsibilities:

—  reviewing the remuneration policies of the Group for 2017 and
reviewing the remuneration package for executive Directors and the
senior management personnel;

— discussing the Company’s plan to grant share options; and

— discussing the remuneration for newly appointed Directors.

During the Reporting Period, the Remuneration Committee has held three

meetings. The following is the attendance record of the Remuneration
Committee meetings during the year ended 31 December 2017:
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NOMINATION COMMITTEE

The Nomination Committee was established on 22 November 2011. The
Nomination Committee comprises three members, namely Mr. Wei Qiang
(Chairman), Mr. Wong Yik Chung, John and Mr. Han Xiaoping, the majority of
which are independent non-executive Directors and one of the members is
an executive Director. Mr. Wei Qiang has been appointed as the chairman of
Nomination Committee on 29 June 2017, in place of Mr. Wei Shaojun who
has ceased to be the chairman of Nomination Committee with effect from 29
June 2017.

The primary duty of the Nomination Committee is to make recommendations
to the Board regarding candidates to fill vacancies on the Board and senior
management and to ensure that the candidates to be nominated as Directors
are experienced, high calibre individuals.

The Nomination Committee shall meet at least once every year for reviewing
the structure, size and composition of the Board, assessing the independence
of the independent non-executive Directors and other related matters. In
reviewing and recommending the appointment of new Directors, the
Nomination Committee would seek to identify the competencies required to
enable the Board to fulfill its responsibilities. The resume or documents of the
nominee or candidate will be given to the Nomination Committee for
consideration.

The written terms of reference of the Nomination Committee adopted by the
Board are in line with the provisions of the CG Code and are available on the

websites of the Company and the Stock Exchange.

During the Reporting Period, the Nomination Committee has mainly fulfilled
the following responsibilities:

- reviewing the structure, composition and the Board diversity policy;

— making recommendations regarding the re-election of retiring Directors
at the 2017 AGM,;

- nominating candidate for executive Director;

—  considering the re-designation of the Directors; and

— assessing the independence of independent non-executive Directors.

Annual Report 2017
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During the Reporting Period, the Nomination Committee has held two
meetings. The following is the attendance record of the Nomination
Committee meeting during the year ended 31 December 2017:
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Attended/Eligible to attend
HEEEKHELE

Mr. Wei Qiang (Chairman)
(appointed on 29 June 2017)
Mr. Wong Yik Chung, John

WBREE(EE)

BEEBLE

Mr. Han Xiaoping BRI AE
Mr. Wei Shaojun MOESLE

(resigned on 29 June 2017)
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REMUNERATION OF SENIOR MANAGEMENT

For the Reporting Period, remuneration of the senior management of the
Company (whose biographies are set out in the section headed “Directors
and Senior Management” of this annual report), other than Directors as
disclosed in note 37 to the audited consolidated financial statements in this
annual report, is within the following band for each person:

Remuneration Band

0
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BEEERHEATFRIEZLAaREERE] —
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Number of Individuals

AE

Nil to HK$1,000,000 Z %1,000,000% 7T

AUDITOR’S REMUNERATION AND REPORTING
RESPONSIBILITIES

During the Reporting Period, the remuneration paid or payable to the
Company’s independent auditor, PricewaterhouseCoopers, in respect of its
audit and non-audit services were as follows:

BB H R R REE

MAREHE - AR RIS B E XA
KBEAMEBAAEZBEIFZERBED
N EAHEMET

Type of Services RMB’000
REEE ARET
Audit services for 2017 —E L ERNRBRG 2,400
Non-audit services for 2017 R FREZERS —
Total @t 2,400
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The statement of the Company’s independent auditor regarding their
reporting responsibilities on the consolidated financial statements of the
Group for the Reporting Period is set out in the section headed “Independent
Auditor’s Report” in this annual report.

DIRECTORS’ RESPONSIBILITIES FOR
FINANCIAL REPORTING IN RESPECT OF
FINANCIAL STATEMENTS

The Board acknowledges its responsibility to prepare the Group’s financial
statements for each financial period, which give a true and fair view of the
state of affairs of the Group and of the results and cash flows in accordance
with the disclosure requirements of the Listing Rules, the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong) and applicable
accounting standard. The Company deploys appropriate and sufficient
resources to prepare audited accounts. In preparing the financial statements
for the Reporting Period, the Board has selected suitable accounting policies
and applied them consistently, made judgments and estimates that are
prudent, fair and reasonable and prepared the financial statements on a going
concern basis. The Directors are responsible for taking all reasonable and
necessary steps to safeguard the assets of the Group and to prevent and
detect fraud and other irregularities. In addition, the Company provides all
members of the Board with monthly updates on the Company’s performance,
position and prospects.

The Directors are not aware of any material uncertainties relating to events or
conditions which may cast significant doubt upon the Group’s ability to
continue as a going concern.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for establishing and maintaining appropriate risk
management and internal control systems for the Group, and to regularly
assess and continuously supervise their effectiveness to foster the sustainable
development of the Group. The management is responsible for designing,
implementing and supervising the risk management and internal control
systems, and providing the Board with the confirmation of the effectiveness of
risk management and internal control.

The risk management and internal control systems are designed to manage
rather than eliminate the risk of failure to achieve business objectives, and can
only provide reasonable rather than absolute assurance against material
misstatement or loss. Such systems do not provide an absolute shield against
factors such as unpredictable risks, e.g. natural catastrophes, fraud, human
errors, etc.
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The Board supervises the risk management and internal control systems on
an on-going basis rather than as a one-off review. The Board has delegated
to the Audit Committee the responsibility of supervising the management in
designing, implementing and monitoring the risk management and internal
control systems. In 2017, the Audit Committee considered and reviewed the
risk management and internal control systems of the Group for two times,
and reported the findings of the reviews to the Board.

During the Reporting Period, the Board had obtained the confirmation from
the management regarding the effectiveness of the risk management and
internal control systems. For the Reporting Period, the Board considers that
risk management and internal control were effective and adequate for the
Group as a whole. There was no significant issue relating to the material
controls, including financial, operational and compliance controls as well as
the risk management functions of the Group. The Board also reviewed the
resources for accounting, internal audit and financial reporting functions, staff
qualifications and experience, and the training courses for the staff and the
relevant budget were sufficient for the Reporting Period.

Scope of risk management and internal control

The risk management and internal control of the Company covers the
Company and its subsidiaries, encompassing the Group’s principal
businesses, namely, the smart energy and solar energy businesses and the
Primary Land Development Business. The important items included in the
scope of internal control are financial control, operational control, compliance
control and risk management functions. The review has been conducted
based on the guidelines and definitions for regulating firms and professional
bodies, with reference to the five elements, namely, the internal environment,
risk assessment, control activities, information and communication, and
internal supervision, covering all the key controls and measures. The scope of
review also includes the Group’s resources for accounting, financial reporting
and internal inspection, staff qualifications and experience, and the adequacy
of training.
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Risk management and internal control systems

The Group established an integrated risk management and internal control
systems tailored to suit the management needs of the Group, a system that is
modelled on the COSO framework and combines the CG Code of the Stock
Exchange, the Basic Standard for Enterprise Internal Control and the
Implementation Guidelines for Enterprise Internal Control of China with the
characteristics of the industry the Group operates in. The objective of such
system is to provide reasonable assurance that our operation is in compliance
with laws and regulations, ensure truth and completeness of assets security,
financial reporting and related information, enhance operational efficiency and
results, and facilitate the achievement of our strategic objectives.

Main activities of risk management and internal
control in 2017

Risk management and internal control are continuous and repeated
processes. In 2017, the Group has further improved and reinforced its
existing risk management and internal control systems and facilitated fostering
the culture of risk management, the main tasks of which were as follow;

o Timely identified changes to risks and new risks, conducted risk
analysis, formulated corresponding strategies against material risks in a
timely manner and made adjustments according to changes to the
risks;

° Recognized the material risks of the Group, prepared the risk
management report of the Group and submitted it to the Audit
Committee and the Board for approval;

° Recognized risks at the level of home system business, established
corresponding strategies against the risks and enhancing risk
management capability of the professional segment; and

° Organised risk management training to further enhance risk awareness
and risk management capability.
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The risk management system

The Group’s risk management system is guided by the three lines of defence

as shown below:

EREERA

RRESl

The First Line of Defence

F—Ek%

Functional Centres/Business Segments
BREERL, BEHED
Operating Units
BEEEN

The Second Line of Defence

AEBENRBREEBRBRUAT XA RO =EY

EERR
Risk Management Leading Team
RBREEEE/ N
Internal Audit Department
AR

The first line of defence

A Risk Management Executive Team has been set up, comprising the
Group’s functional centres, business segments and staff. In the course of
their daily operations, the functional centres, business segments and
individuals execute the risk management strategies of the Group, gather risks
in a timely manner based on the changes in the business and give the Risk
Management Leading Team and the Internal Audit Department feedback on
the risks. The Risk Management Leading Team revises and refines the risk
management system to confine risk management to the first line of defence.
Through supervision and inspection, the Internal Audit Department makes
sure that the risk management procedure and mitigation plans are carried out
well.
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The second line of defence

A Risk Management Leading Team has been set up, comprising the Group’s
president, vice-president and the directors of the centres. The Risk
Management Leading Team designs, implements and supervises the risk
management system to identify, communicate and assess the significant risks
for the Group. The Risk Management Leading Team also formulates and
adjusts the response measures, and ensures their effective implementation.
The Internal Audit Department supervises the risk management system
designed and implemented by the Risk Management Leading Team,
independently assesses the effectiveness of such system and regularly
reports the findings of assessment to the Audit Committee.

The third line of defence

The Board and its affiliated Audit Committee, which make up the third line of
defence, are responsible for assessing and determining the nature and level
of risks the Group is wiling to take in achieving its strategic objectives,
ensuring that the Group establishes and maintains appropriate and effective
risk management and internal control systems, and supervising the
effectiveness of the risk management and internal control systems on an on-
going basis.

Risk management procedure

The following diagram shows the risk management procedure:

Risk
Identification
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(1) Risk identification: The Group regularly gathers relevant information in a
comprehensive, systematic and continuous manner based on the
operational and control objectives previously laid down and, by
considering the information in light of the actual situation, conducts risk
assessment in a timely manner to accurately identify the internal risks
and external risks related to achieving the control objectives and
determine the relevant risk appetite with the Audit Committee and the
Board. At the stage of risk identification, the Group compiles a
database of the various kinds of risks the Group is faced with, a
database that influences how the Group achieves its objectives.

(2)  Risk analysis: By way of questionnaires, the Group rates risks in terms
of their likelihood of occurrence and impact upon occurrence. In
conducting risk analysis, a methodology combining the qualitative
approach with the quantitative approach is adopted. Risks are analyzed
and ranked based on their likelihood of occurrence and impact upon
occurrence, and mapped onto the risk plots of the Group.

(8)  Risk responses: In formulating the risk response strategies, the Group
adopts the appropriate control measures through ascertaining the risk
preferences of Directors, the Chief Executive Officer and other senior
management personnel, and the staff in key positions to avoid material
loss for the Group’s operations as a result of individual risk preferences.
The risk strategies to be adopted include a mixed use of risk response
strategies ranging from risk hedging, risk reduction, risk sharing to risk
toleration, and weighing the risks against the gains in achieving effective
risk control. The Group compiles its risk management reports based on
the information from the assessment and analysis of risks, as well as
the risk response strategies.

(4)  Dynamic monitoring of changes in risks and risk responses: In light of
the different stages of development and the progress of business
development, the Group gathers information related to changes in risks
on a regular and on-going basis to conduct risk identification and risk
analysis, adjust the relevant risk response strategies in a timely manner,
and supervise the implementation of such strategies.

Key risks and uncertainties

Details of the risks and uncertainties involved in the business operations of
the Group are set out in “Key Risks and Uncertainties” in “Management
Discussion and Analysis”.
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The procedure and methodology for reviewing risk
management and internal control

1.

According to the results of risk assessment, the Group identifies the
important business items with high risk in the course of operations and
management, determines the scope of internal control assessment of
the Group and conducts on-going supervision focusing on key control.

The assessments on the effectiveness of risks in business processes
and internal control set-up are implemented. By conducting interviews
with the key persons in charge, the Group organises its major business
processes, as well as determining the targets of the process control for
each business process, identifying the risks that hinder the achievement
of targets and matching such risks with the existing control measures
of the Group with the assessment on the effectiveness of risk
management and internal control systems set-up by walk-through
tests.

The assessments on the effectiveness of the execution of internal
control system are implemented. The assessments on the effectiveness
of the execution of risk management and internal control systems shall
be conducted by testing the key control points in each business
process by ways of inquiry, observation, inspection and replication.

According to the results of the assessment, weaknesses and defects in
internal control shall be reported to related persons responsible for
adopting corrective measures, and shall be discussed with senior
management personnel and the Board (where appropriate) depending
on the situation. Internal Audit Department would follow up and confirm
subsequent rectification.
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Inside information management

The Group’s procedure and internal control measures regarding the handling
and dissemination of inside information are listed below:

° The Group is aware of its obligations under the disclosure requirements
under the Listing Rules and the Guidelines on Disclosure of Inside
Information issued by the Securities and Futures Commission in June
2012. The overriding principle is for the Group to make an
announcement as soon as any inside information comes to the
attention of the Group or the Group makes any decision based on such
information.

° The Company has formulated its own Guidelines on Management and
Disclosure of Inside Information in accordance with the Listing Rules
and the Guidelines on Disclosure of Inside Information, clarifying the
organization for managing inside information within the Company and
the processes for reporting and disclosing inside information, and
ensuring that Board members, the senior management personnel and
specific executive personnel with access to price-sensitive and/or
inside information by reason of their position or employment at the
Company or its subsidiaries are in strict compliance with the relevant
regulations and guidelines.

° By way of financial reports, announcements and its website, the Group
discloses information to the public in an extensive and non-exclusive
manner to implement and disclose its fair disclosure policy.

o In the course of communicating with any organization or individual
regarding the Company’s operating condition, financial condition and
other operating developments in a variety of formats, including
presentations on results, analyst presentations, roadshows and the
reception of investors for their research purposes, the Company
designates a specific executing entity for information disclosure.

° The Company has formulated its Confidentiality Protocol, expressly
prohibiting any unauthorized use of confidential information or inside
information. At the same time, staff members are required to sign a
Confidentiality Agreement during induction, which means they are
expected to take upon themselves the duty of confidentiality when they
start their job.
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Internal audit function

The Company established the internal audit function (the “Internal Audit
Department”) which plays a major role in monitoring the internal governance
of the Company. The major tasks of the Internal Audit Department are
reviewing the financial condition and internal control of the Group and
conducting comprehensive audits of the Group on a regular basis. In the
course of conducting audits, the Internal Audit Department has the right to
inspect all records, assets and personnel information. To ensure the
independence of the Internal Audit Department in conducting audits, the
person in charge of the Internal Audit Department reports directly to the Audit
Committee. With an Internal Audit Department staffed by employees
experienced in internal audits, the Group has adequate resources at its
command at this stage.

JOINT COMPANY SECRETARY

Ms. Zou Yanhong (“Ms. Zou”) and Ms. Ng Ka Man (“Ms. Ng”) are the joint
company secretaries of the Company.

Ms. Zou is the director of securities affairs department of the Company and is
also responsible for advising the Board on corporate governance matters and
ensuring that the Board policy and procedures, and the applicable laws, rules
and regulations are followed.

In order to uphold good corporate governance and ensure compliance with
the Listing Rules and applicable Hong Kong laws, the Company also engages
Ms. Ng, an assistant vice president of TMF Hong Kong Limited (a global
corporate service provider), as its Joint Company Secretary to assist Ms. Zou
to discharge her duties as company secretary of the Company. The primary
corporate contact person at the Company is Ms. Zou, the Joint Company
Secretary.

For the year ended 31 December 2017, Ms. Zou and Ms. Ng have
undertaken not less than 15 hours of relevant professional training
respectively in compliance with Rule 3.29 of the Listing Rules.
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INVESTORS AND SHAREHOLDERS RELATIONS

The Board recognizes the importance of maintaining clear, timely and
effective communication with the Shareholders and the investors. The Board
also recognises that effective communication with the investors is the key to
establish investor confidence and to attract new investors. Therefore, the
Group is committed to maintaining a high degree of transparency to ensure
that the investors and the Shareholders receive accurate, clear,
comprehensive and timely information of the Group by the publication of
financial reports, announcements, circulars and other corporate
communications on the websites of the Stock Exchange and the Company.
The Company’s website (www.longitech.hk) has been set up as a means to
provide information of the Company to the Shareholders and potential
investors and to communicate with them directly and effectively. Shareholders
are welcomed to make enquiry to the Board or make request for the
Company’s information to the extent such information is publicly available.

The Board shall maintain an on-going dialogue with Shareholders and the
investment community. Shareholders are also encouraged to attend the
annual general meeting and other general meetings that may be convened by
the Company, for which notices will be served for an adequate period in
accordance with the Listing Rules and articles of association of the Company.
The Directors will be available to answer Shareholders’ questions at the
general meetings.

SHAREHOLDERS’ RIGHTS

To safeguard Shareholders’ interests and rights, a separate resolution is
proposed for each issue at Shareholder meetings, including the election of
individual directors.

At any general meetings, a resolution put to vote of the meeting shall be
decided by way of a poll except where a show of hands is allowed under the
Listing Rules and the results of voting by poll will be declared at the meeting
and published on the websites of the Stock Exchange and the Company
respectively pursuant to the Listing Rules. At the annual general meeting of
the Company held on 23 May 2017, all resolutions, including the approval of
the audited consolidated financial statements of the Company and the Group
for the year ended 31 December 2016, were passed by poll by the
Shareholders.
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Convening of extraordinary general meeting and
putting forward proposals

Shareholders may put forward proposals for consideration at a general
meeting according to the Companies Ordinance (Chapter 622 of the laws of
Hong Kong) and the articles and association of the Company. According to
article 64 of the articles of association of the Company, extraordinary general
meetings shall also be convened on the requisition of one or more
Shareholders holding, at the date of deposit of the requisition, not less than
one tenth of the paid up capital of the Company having the right of voting at
general meetings. Such requisition shall be made in writing to the Board or
the company secretary of the Company for the purpose of requiring an
extraordinary general meeting to be called by the Board for the transaction of
any business specified in such requisition. Such meeting shall be held within
2 months after the deposit of such requisition.

As regards proposing a person for election as a director, article 113 of the
articles of association of the Company stipulates that no person, other than a
retiring Director, shall, unless recommended by the Board for election, be
eligible for election to the office of Director at any general meeting, unless
notice in writing of the intention to propose that person for election as a
Director and notice in writing by that person of his willingness to be elected
shall have been lodged at the Head Office or at the Registration Office. The
period for lodgment of the notices required under this Article will commence
no earlier than the day after the despatch of the notice of the general meeting
appointed for such election and end no later than 7 days prior to the date of
such general meeting and the minimum length of the period during which
such notices to the Company may be given will be at least 7 days. The
procedures for Shareholders to propose a person for election as a director
are available on the website of the Company.

Enquiries to the Board

Shareholders who intend to put forward their enquiries about the Company
to the Board could email their enquiries to investor@longitech.hk.

CHANGE IN CONSTITUTIONAL DOCUMENTS

During the Reporting Period, there is no significant change in constitutional
documents of the Company.
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INDEPENDENT AUDITOR’S REPORT
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To the Shareholders of LongiTech Smart Energy Holding Limited
(incorporated in the Cayman Islands with limited liability)

OPINION

What we have audited

The consolidated financial statements of LongiTech Smart Energy Holding
Limited (the “Company”) and its subsidiaries (the “Group”) set out on pages
102 to 202, which comprise:

° the consolidated balance sheet as at 31 December 2017;

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

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

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

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

. the notes to the consolidated financial statements, which include a
summary of significant accounting policies.

Our opinion

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

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

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, were
of most significance in our audit of the consolidated financial statements of
the current period. These matters were addressed in the context of our audit
of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters.
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Key audit matter identified in our audit is summarised as follows:

E STk K 18

BPERFPHEINBERBFFESEDT

Recoverability of overdue trade receivables and tariff adjustment o BEE 5 U R IE K E (B A E W ks

receivables

Key Audit Matter

BREESNER

B ] U [E A2

How our audit addressed the Key Audit Matter
RMWETNAEEEARENSE

Recoverability of overdue trade receivables and tariff adjustment receivables

BMESEURERESHENEERRNTRERE

Refer to note 20(b) Trade and other receivables to the
consolidated financial statements.
B2 E B TR 5E20(0) 8 5 K& H h & RIE -

The Group had overdue trade receivables amounted to
RMB75,806,000 and tariff adjustment receivables
amounted to RMB44,785,000 (including long-aged tariff
adjustment receivables amounted to RMB17,524,000)
which were exposed to a higher risk of collectability issue
as at 31 December 2017. In particular, the collection of tariff
adjustment receivables, being the subsidy receivable in
respect of the sales of renewable energy, is subject to the
successful registration of the solar plant to the Renewable
Energy Tariff Subsidy Catalogue (the “Catalogue”) issued by
the government authority.
RZE—+tF+_A=+—H  EXENAHHEH
FE W R IE A A R 75,806,000 7T ¢ 1 & (B 47 B FE WK
H AR 144,785,0007T (B 1R e 17 = 69 E (B # Bh
FEW KB AR ®E17,524,0007T) - AEREBERS
WARKERERR - CHEEBHEEEREREE
Al A RE IR EY B U BY - BB B R IR R K5 e B
”E#ﬁf%%%ﬁ%Tﬁi&ﬁ%FWWﬁﬁﬁ
BB (BRI ER R - FrlkE -

Our procedures in relation to the recoverability of the overdue
trade receivables and tariff adjustment receivables included:
BMEEEBIE S EWHIE R E BB RIES A
WERENETETEE:

° Understood the key controls in respect of granting credit
to third parties and the impairment assessment
performed by the Group’s management on the Group’s
receivables;

. BREETE=EAR BE£BEEEREY E£H
FE U ERIE BT VBB (B (S B RO B ST )

° We tested management’s assessment by comparing to
supportable evidence about the collectability of the
overdue trade receivables and tariff adjustment
receivables balance such as subsequent settlement after
year end date within ordinary settlement cycle of
respective customers, credit history, business
performance and financial capability of the customers;

e HfEBHBEREMENANZESRUFELSE
BHAEERFIEEARTREOREEN A ZEEEIRRE
BEME WEFEEPHNERHEERHARFER
HEEBREMTWHEHELZEURZEEFPOERAE
s TR KB E R

° We also tested, on a sample basis, the accuracy of the
ageing profile of the trade receivables for the purpose of
identifying overdue trade receivables and their overdue
period;

. BPITEMEOER R E 5 R K FRIE N RE IR
S B HE 5 e R I B E B R

. Obtained an understanding of the policies and regulations
set by government authorities on tariff adjustment on
sales of electricity in this industry;

. BRIRAEEARNATEE NHEHENEEFH AT
BB BOER
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Key Audit Matter

INDEPENDENT AUDITOR’S REPORT
& X1 T B 6D R &5

How our audit addressed the Key Audit Matter

BEENER

BFNETNMEEBRETER

Pursuant to the New Tariff Notice issued in August 2013 (the
“New Tariff Notice”) by the National Development and
Reform Commission of the People’s Republic of China (the
“PRC”), approvals for the registration in the Catalogue by
batches on a project-by-project basis are required for the
settlement of the tariff adjustments. The timing for
settlement of the tariff adjustment receivables under normal
operating cycle may be over 1 year.
BEFEARKAME(HEDBERERMBEELZS
BR_ZE—ZFN\ABHNFTEEBN(HEES
M EZEESEHME EARSEEENERBRLS
HHEELABE REELEBERANLEEEEH
BB EM R BRI R —F A E -

The Group makes provision on trade receivables based on
an assessment of the recoverability of these balances,
including the overdue trade receivables and tariff adjustment
receivables, on individual customer basis.
EXERBERZEAAR(BEAHESIRKNFIBELE
B AL e IE) AT W B 12 2 P ERT (A 32 (8 R &5 2 &Y
BREE 5 EUGRIEE B -

We focus on this area due to its significant balance of the
trade receivables as at year end date, and the estimation
uncertainty involved in the management’s assessment
process in respect of the collectability of the trade
receivables, including an assessment on the successfulness
of the respective solar plant’s registration to the Catalogue.
Any changes in circumstances of the debtors may affect
the collectability of the relevant balances.
BMETE—FERRRFREERANE HREKFIA
HEHREX ULEEESREZRKFIEN A KOEE
TR BIR(EEARARSEREE UL E
RABH) S RMEFTIBERR - BEHABROE M
BE) HEYEERERN AT KREIREE -

° Obtained relevant supporting documents for example,
power purchase agreements and tariff approvals issued
by the PRC government;

e EREBEFAXH NEEEHERTRBTED
BY B {5 A B HEE S

° In relation to the tariff adjustment receivables, we
assessed the status of the Catalogue registration process
of individual solar plant by making enquiries with the
management. We obtained legal opinion from the
Group’s PRC legal advisor in relation to the assessment
that all of the Group’s solar plants currently in operation
but have not registered to the Catalogue had met the
requirement and conditions as stipulated in the New Tariff
Notice for the entitlement of the tariff adjustment when
the electricity was delivered on grid. We checked the
government publications and industry news and
performing research on the settlement pattern of tariff
adjustment receivables for other market participants; and

. HEEMBEWFIENS  RMBEBAEREEEL
ERATEENAGEEEERERECLBENS
Ao HBRMABBETMER EXEENPEEZEZEME
BARER - ESEBMDNEELEMARETA
BN AGEEERERENEBRMNMIE
kKRG BRESENRINHESREEBEHA -
BMEREBRN Y ETERBELSEMTiE2 0
ENEEWHERERIENEE ST ARFAMRE &

° Performed a retrospective review of the accuracy of
management judgements and assumptions relating to
the allowance for doubtful debts made in the prior year.

. HEREHEREEFAERREGREAOBRRA
AEREMEIT B WA -

Based on the procedures described, we consider
management’s assessment on recoverability of trade
receivables is supportable by the evidence we gathered and
consistent with our expectation.

BIBEFMMET  BMRA IRENBBRENEEERE
&5 R FIEN W EIIRE ATIERTM - I EFE &M
TEER -
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OTHER INFORMATION

The directors of the Company are responsible for the other information. The
other information comprises all of the information included in the annual
report other than the consolidated financial statements and our auditor’s
report thereon.

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

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

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.
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RESPONSIBILITIES OF DIRECTORS AND AUDIT
COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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

Audit Committee are responsible for overseeing the Group’s financial
reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT
OF THE CONSOLIDATED FINANCIAL
STATEMENTS

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

1% Y7 % S Bih 3R &5

v vz

Py i

<
L

EERBELREEERREM
BHRERAAENERE

ERREFEAERB(EBREYBREER)
REAB(ABGIDOBRER EHREEEMF
EMRAMBEER XHERBR/ELRAR
BHREEE T FEBRRFF LR G
MBARERBAAFORNGZEHEE -

EREZEMERRE ES8ETE &
SEBERENRN TEERBRATHE
HEEEKEABANER UREAKELE
REER RFIEFTAERK EEEBR
HIF RS R EEMEROBER TR

ERZEQBAEEE ESENUB®MS

%ﬁiﬂﬂifﬁ%ﬁﬁéﬂﬂﬁ%iﬁ%

BEMWER RYGAVBHRREEEISAD
FEANBRFRERMERNERNERBRAL
REAEMRE AHABHERMEENZE
BhsRE - mPIER BTUERBB)RE K
B2 ARBENEEMEN - RATEHRA
BENABTREMEMALTE EIREEMA
AEE-ABERERSSKFHRE ETERE
ZR(EBRE ERETORT  EX—EX
BRPRAFERAEER - HREAT AR
MFFRERSE MREERHACMERK
EREXRAETESEVBERREREIRAE
RAMBERRMIFLOELERE AR
B AR PR AT AR ARMEEE K -

Annual Report 2017 —E—LFFR
00 000000000000 OOEONOINONONOEONONOEOEOSOEOEOSEOSOO 00 0000000000 OCEOINOSINONONONONONOSNONONOSNONONOSNONOS VO




INDEPENDENT AUDITOR’S REPORT
1% Y7 1% 84 6ih ¥R &5

o
pwc

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

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

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

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

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

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.
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° Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

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

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

From the matters communicated with Audit Committee, we determine those
matters that were of most significance in the audit of the consolidated
financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated
in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent auditor’s
report is Ng Ping Fai.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 29 March 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
iBlEm=E
For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

Year ended 31 December
BE+-ZA=+—HLEE
2017 2016
—E—tF
RMB’000 RMB’000

ARET T AREBTTT

RESEUCET!
Eit

Continuing operations BEREER
Revenue g 5(a) 897,902 563,913
Cost of sales & B AR 7 (637,422) (495,470)
Gross profit EF 260,480 68,443
Selling and distribution expenses HE RS HEAX 7 (24,519) (1,338)
Administrative expenses THRAX 7 (68,190) (21,369)
Other gains-net Hib iz %88 6 9,518 25,841
Profit from operations KRR 177,289 71,577
Finance income B E WA 9 610 633
Finance expenses BERY 9 (19,845) (9,662)
Finance expenses — net AR FRE 9 (19,235) (9,029
Profit before income tax R BT 18 B4 A0 3% A 158,054 62,548
Income tax expense FRe i X 10 (22,328) (12,321)
Profit for the year from continuing BFEREEBRNERNERN

operations 135,726 50,227
Discontinued operation ERIEEB
Loss for the year from discontinued operations £ 4% |F 2 & K F A E 18 24 1,719
Profit for the year FERER 135,488 51,946
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CONSOLIDATED STATEMENT OF PROFIT 0R LOSS
mOERARE

For the year ended 31 December 2017 & Z=_—ZT—+F+_—A E+— HIEFE

Year ended 31 December
BE+-_A=+t—BHLEE
2017 2016
—E—tF
Note RMB’000 RMB’000

B 7 ARET ARET T
RES !
=t

Profit attributable to: BT RSB R
Owners of the Company iN/NETE? =D 135,197 51,456
Non-controlling interests JEERER 291 490
135,488 51,946
Profit attributable to owners of ARATEE AEERF/
the Company arises from: (F5#8)®RA8:
Continuing operations REEEXB 135,435 49,737
Discontinued operations BRIFER (238) 1,719
135,197 51,456
Earnings per share from continuing FRAXQPAEEAELFTE
and discontinued operations attributable K& ZB RS KLEBH
to owners of the Company for BREMNARYE T
the year (RMB)
Basic earnings per share BREXRF
From continuing operations EHEREER 11(a) 0.1712 0.0796
From discontinued operations 2R IEET 11(a) (0.0003) 0.0028
0.0824
Diluted earnings per share FREFEF
From continuing operations BHEKREER 11(b) 0.1709 0.0796
From discontinued operations BRIEER 11(b) (0.0003) 0.0028
0.0824

The Notes on pages 109 to 202 are an integral part of these consolidated 55109 & & 5202 B Fr & Mt iT & A g & BT B )
financial statements. K—F
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CONSOLIDATED STATEMENT OF
COMPREHENS|VE INCOME
|||l-.ﬁ O é@“ﬁﬁ%

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

As at 31 December
R+t=ZHA=+-—H
2017 2016
—E—tF
Note RMB’000 RMB’000

M = ARET ARBT T
Restated
Et

Profit for the year FERER 135,488 51,946

Other comprehensive income: Hitz2mKA :

ltems that may be reclassified subsequentlyto BE& At EFH D EEZEH K

profit or loss: BHAE :
Exchange differences on translation of BREGINE B A F B R
financial statements of overseas KMEEAMER =5
subsidiaries (4,173) 2,831
Other comprehensive (loss)/income FREMZEB A SN
for the year, net of tax Big (4,173) 2,831
Total comprehensive income forthe year SR 2H (FE) W ALEHE 131,315 54,777
Attributable to: AT FEAG -
Owners of the Company ViN/NEIEZ RN 131,024 54,287
Non-controlling interests FEIE RS 291 490
Total comprehensive income forthe year FR2EUWAZEE 131,315 54,777
Total comprehensive income AAREBEAELEZEERA
attributable to owners of BERE:
the Company arises from:
Continuing operations SECEER 131,262 52,568
Discontinued operations B IEEB (238) 1,719

131,024 54,287

The Notes on pages 109 to 202 are an integral part of these consolidated 51098 & 55202 B BT & M 3T & 7~ 47 & 81 18 4%
financial statements. x5y e
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CONSOLIDATED BALANCE SHEET
mOBEBEBERE
At 31 December 2017 R=F—+F+=-A=+—H

As at 31 December
R+t=ZHA=+-—H
2017 2016
—E—tF

RMB’000 RMB'000
ARBT R AR®BTT

Assets BE
Non-current assets kRBEE
Leasehold land and land use rights THE b &+ (F B 13 1,634 8,240
Property, plant and equipment ME - BRE NME&E 14 480,349 271,826
Investment properties "EWE 15 9,000 —
Intangible assets BEEAE 16 38,475 24,431
Deferred tax assets IRIEFR I & 2 29 569 —
Other non-current assets Hi3ERBEE 17 17,510 12,878
547,537 317,375
Current assets REBEE
Inventories FE 19 25,815 27,618
Trade and other receivables B2 S5k HAMERFE 20 769,555 114,424
Amount due from customers for contract work FEWREFE & 4 T2 18 21 500,316 604,746
Available-for-sale financial assets AftHESMEE - 3,000
Restricted cash PR #3R & 22 1,679 296
Cash and cash equivalents ReLBEEEEY 23 107,022 205,037
1,404,387 955,121
Total assets EEHE 1,951,924 1,272,496
Equity and liabilities EnkBaE
Equity attributable to owners ARAREEAEILER
of the Company
Share capital i@ 25(a) 7,629 6,002
Reserves [ER 25(b) 555,658 212,257
Retained earnings RE BB 210,300 88,623
773,587 306,882
Non-controlling interests FERER 1,214 -
Total equity R 774,801 306,882
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CON§0HPATEDBALANCESHEET
iOEEBaRlEE
At 31 December 2017 R=ZE—+&F+=-A=+—H

As at 31 December
R+t=ZHA=+-—H
2017
—E—tF

Note RMB’000
B AR®T T

2016

RMB’000
ARBT

Liabilities =R

Non-current liabilities kRBEE

Borrowings [=E 26 647,305 668,864

Deferred government grants % FE BT 4 B 2,493 2,600

Deferred tax liabilities EERIEAE 29 12,554 9,856
662,352 681,320

Current liabilities REBAE

Receipts in advance TE W K IA 27 738 13,975

Trade and other payables B 5 Kk HE A RE 28 202,114 210,737

Current tax liabilities BEARE IR A& 25,679 24,207

Borrowings =R 26 286,240 35,375
514,771 284,294

Total liabilities BEEAHE 1,177,123 965,614

Total equity and liabilities EEREBEAR 1,951,924 1,272,496

The Notes on pages 109 to 202 are an integral part of these consolidated
financial statements.

The financial statements on pages 102 to 202 were approved by the Board
of Directors on 29 March 2018 and were signed on its behalf.

Wei Qiang
-
Director

EF

F109BEEF202E B M X B A A B %
%—L

FIREEF2NREMHEMHFHREA=ZZ—N
FZAZH+NBKEZ=TEHE WHTIHE

FREESF-

Liu Zhengang
21 4 M)
Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
|||l-.ﬁ Tlﬁ ZZJE 54 i]] E

For the year ended 31 December 2017 #E —ZT—+tE+_-_F=+—HIFE

Attributable t rs of the Company
\FEfh

Share-based Non-
Share Share Statutory  compensation  Exchange Other Retained controlling
capital premium reserves reserve reserve reserve eamings Total interests ~ Total equity

o L EREA
Note RVBOOD  RMBOOD  RMB 000 0 RMB'000
M ARETT ARETR ARETT ARETT

Balance at 1 January 2016  R=F-A~E—-A—A
&8

4,943 17,431 6,750 - (835) 605 41,670 70,564 - 70,564

Comprehensive income 2EWA
Profit for the year EREF - - - - - - 51,456 51,456 490 51,946
Other comprehensive income  E 1 2 U A - - - - 2,831 - - 2,831 - 2,831
Total comprehensive income 2 A #5 - - - - 2,831 - 51,456 54,287 490 54,777
Transactions with ownersin S5 ANEEE A

their capacity as owners E’S' %{ﬂﬁﬂ Hx5
Placing of new shares ek 25(8) 1,059 177,390 - - - - - 178,449 - 178,449
Non-controlling interests on B Bt B 7 & ¢ e 4

acquisition of subsidiaries R - - - - - - - - 4,634 4,634
Appropriation to statutory BEETRE

reserves - - 4,503 - - - (4,503) - - -
Acquisition of non-controling 8 3E R 1 %5

interests - - - - - 3,582 - 3,582 (65,124) (1,642
Total transaction with BREAETRE B

owners, recognised BERERAR

directly in equity 1,069 177,390 4,503 - - 3,582 (4,503 182,031 (490) 181,541
Balance at 31 December RZB-RE+=R

2016 =t+-R&H 6,002 194,821 11,253 - 1,99 4,187 88,623 306,882 - 306,882

Attributable to owners of the Company

RORER AR

Share-based Non-
Share Share  Statutory compensation  Exchange Other  Retained controlling

capital premium reserves reserve reserve reserve earnings Total interests  Total equity
NRB X2
Rx  ROERE EERE BMRE EiRE AtRfE REEN At FERER ARH
Note RMB'000  RMB'000  RMB’000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
M ARMTr AR¥TR ARBTR AR®TR ARETR AR¥TR AR¥TR AR%TR ARETR AR¥TR

Balance at 1 January 2017  R-Z-+t &

-B-R&s 6,002 194,821 11,253 y 88,623 306,882
Comprehensive income 2ABA
Profit for the year FREF - 135,197 135,197 291 135,488
Other comprehensive loss En2EHE (4173 = 4,173) = a,173)
Total comprehensive income 2 W A 5 - (8,179) - 135,197 131,024 291 131,315

Transactions with ownersin ~ S2E & ASLEHEE A
their capacity as owners HEHETHRS
Placing of new shares EEHNK 25) 1,627 332,722 334,349 - 334,349
Non-controling interestson ~ KEEMT B2 5RO FE 12
acquisition of subsidiaries R 5 32 - - 1,960 1,960
Dividends provided for or paid 5t Hﬁﬁg NEEE LA

Appropriation 1o statutory BEETRE

= 1,087 (1,037

reserves 13,520 (13,520) - -
Equity-settled share-based ~ #RIEH K E Lx R’ %

transactions RER 8(0) = . =
Total transactions with BREAETRE E

owners, recognised BREZAR

directly in equity 1,627 332,722 i p (13,520) 335,681 336,604

Balance at 31 December RZE-tE+=R8
2017 =t+-A&H 7,629 527,543 b 1,332 2,177) 773,587 ) 774,801

The Notes on pages 109 to 202 are an integral part of these consolidated 21008 &= £ 202 B Fr & M i & A e & B & =R
financial statements. &—H
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CONSOLIDATED STATEMENT OF CASH FLOWS

mEIRERER

For the year ended 31 December 2017 EZE =L —

+F+ZA=+—BILFE

Year ended 31 December

BE+t-ZA=+t—-BLEFE

Cash flows from operating activities

RETHRBRETRE

Cash used in operations 48 A B A 4 30 (264,857) (194,743)
Interest received &) H&Z g 610 633
Income tax paid EATFT1S *R (17,723) (2,205)
Net cash used in operating activities RETFHARSTE (281,970) (196,319)
Cash flows from investing activities RETEMEHESRE
Acquisition of subsidiaries, net of cash WEMB LR MBREAR

acquired & 32 5,450 (926)
Payments for leasehold land and land il f*\ b fe 4 i E AR AT

use rights IE — (2,520)
Payments for property, plant and equipment %7 ¥ B N R S R (100,915) (4,876)
Payments for intangible assets |mPAESNHRE (14,634) (9,228)
Proceeds from disposal of subsidiaries ﬁ E B R R P75 3k 24 49,541 -
Proceeds from disposal of property, LEWE BE K& fﬁ Ffr 1%

plant and equipment RIE = 2,609
Proceeds from disposal of available-for-sale ’% AHEESREEMS

financial assets WIB 3,000 2,000
Government grants received B ?%L IR 7 18 B = 2,690
(Increase)/decrease in restricted cash PR HIZE & (g ), E (1,383) 250,719
Net cash (used in)/generated from REFTBH(FA) FBERES

investing activities R (58,941) 240,473

Cash flows from financing activities METEMEHEESRE
Proceeds from issuance of ordinary shares BITERIRFTERIE 25(a) 242,923 178,449
Proceeds from borrowings EEmEREA 380,715 495,639
Repayment of borrowings EEEE (286,610) (527,162)
Interest paid ERREX PSS (60,802) (65,494)
Advances from related parties FAE AT 18,816 94,107
Repayments of funds to related parties EBEHEEIFNES (47,392) (169,482)
Acquisition of non-controlling interests W i FE 1 IR A 2 = (1,542)
Dividends paid to non-controlling interests in -~ 5t 7 B B A &) &9 IF 42 A% #E %5

subsidiaries TS (1,037) -
Net cash generated from financing activities Rt & EE B R & T4 246,613 4,515
Net (decrease)/increase in cash ReRBLEEBUWRD)

and cash equivalents 30 F 5 (94,298) 48,673
Cash and cash equivalents at beginning REVHRENRESEED

of the year 205,037 158,518
Exchange losses on cash and cash equivalents IR & M IR & S B WIE ¥ B8 (8,717) (2,154)
Cash and cash equivalents atend of year RERNWEEREESZEY 23 107,022 205,037

The Notes on pages 109 to 202 are an integral part of these consolidated 51098 &
financial statements. i‘% — &5 e
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1

NOTES TO THE FINANCIAL STATEMENTS

Hrt 75 ¥k 2% B 5

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

GENERAL INFORMATION

LongiTech Smart Energy Holding Limited (the “Company”) was
incorporated in the Cayman Islands on 4 January 2011 as an exempted
company with limited liability under the Companies Law, Chapter 22 (Law
3 of 1961, as consolidated and revised) of the Cayman Islands. The
address of its registered office is Clifton House, 75 Fort Streets PO Box
1350, Grand Cayman KY1-1108, the Cayman Islands. The Company’s
shares were listed on the Main Board of The Stock Exchange of Hong
Kong Limited on 12 January 2012.

The Company and its subsidiaries (the “Group”) are principally engaged
in smart energy and solar energy businesses and primary land
development and public infrastructure construction businesses (“primary
land development business”). The Company’s parent company is
Longevity Investment Holding Limited (“Longevity”), and the ultimate
owner is Mr. Wei Shaojun (“the controlling shareholder”).

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

2.1 Basis of preparation

The consolidated financial statements the Company have been
prepared in accordance with all applicable International Financial
Reporting Standards (“IFRSs”), which collective term includes all
applicable individual International Financial Reporting Standards,
International Accounting Standards (“IASs”) and Interpretations
issued by the International Accounting Standards Board (“IASB”)
and the disclosure requirements of the Hong Kong Companies
Ordinance. The consolidated financial statements have been
prepared under the historical cost conversion, as modified by the
revaluation of available-for-sale financial instruments which are
carried at fair value.

—REHR

BEEFMBZERERERATA(TAR
AR ZE——F—-—AFOAREMRAS
BERAEFRE(—NLAN—FEHEIR
EO A RER) EHEHEEM
K BERRBER AR - MHFEEM
it 7 Clifton House, 75 Fort Streets PO Box
1350, Grand Cayman KY1-1108, Cayman
Islands e R AR MR =—_ZE—=—F—A
TZAEEABERSMBR QT ER
e

AARREWBRAAI(NASE]) =2
REETBERREAGREBAUAR L
—FAERLCREEZR( L — R
X e XD A& A A &Longevity
Investment Holding Limited ([ Longevity |)
MEXRBEEABRIOFRE(ERR
S

EXEHHRBE

REZEGEMBREAFRANEIES
AAERREIMT -BRAZAEAEIN 1L
ERRCRMEZBRFEEMER -

21 REEE

ARRWEGZEE M BEHRERIIIZRA
BERMBERY RS EL ([BIER
MHHEE]) (A EeEaE
Ret A EEg ((EREER
BER ) WM FTA E A (E R B R
M mEER - BREFER(TE
REstEAD R2RE)RBEEAA
FOIMBEERERE - SRAMBER
RTVAB LKA LRE  LHIRA
FEIENAHEEERTASE
{3 1 1 HH AR 2
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

The preparation of the financial statements in conformity with
IFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgment in the
process of applying the Group’s accounting policies. The areas
involving a higher degree of judgment or complexity, or areas
where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 4.

2.1.1 Changes in accounting policy and

disclosures
(@) New and amended standards adopted by
the Group

The following amendments to standards have been
adopted by the Group for the first time for the
financial year beginning on or after 1 January 2017:

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

° Amendments to IAS 7 — Disclosure initiative;

° Amendments to IFRS 2 — Classification and
Measurement of Share-based Payment
Transactions;

° Annual Improvements to IFRS Standards
2014-2016 Cycle; and

° Amendments to IAS 40 — Transfers of
Investment Property.

The adoption of these amendments did not have any
significant impact on the current period or any prior
periods and is not likely to affect future periods.

2 BEAESFBRBME@wW

2.1

iR B E X )

1R 9% B B B 75 R 5 2 B 4R 6 B 7
BREAEEHRAETERGET
NEEEREELTEALAESENS
ABREELHE - PREFERS
HE S AEMNEE SR Y
RAVBHREBEARIMNGBE
RIER NS - 7 P RE4 R B EE -

Q1NEHBEXERBEEEE
= E
@) ﬁﬁla#%%ﬁ
FTRAZ(EETER
urﬁw15$m$%
MR -—T—+F—f—
E&Zé%%%%ﬁﬁ
B R R
e BEEREIHENE
1258 2 B 5T A —
w* f 35 5 48 R
RIREF B E E

« EREHEAS
7SR ) 5 8T A —
A

e HERMB®RELE
Al B25% B & 7]
R— AR 2
B 558Kk
FTE

o EREMBmELE
Al —MmFE
—ZE-RFHEH
MFEEUE &

e HREFEAR
405K RT & 3T A& —

BERREME -
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 BEASTFEHREBEmw

POLICIES (continued)
2.1 Basis of preparation (Continued) 21 REEE @
2.1.1 Changes in accounting policy and Q1IN BEXRBEEEE
disclosures (Continued) BB @)
(b) New standards and interpretations not yet (b) KERA BT AT 2E R
adopted KR fE

Impact of new and amended standards and
interpretations that are effective on or after 1 January
2018

The following new and amended standards and
interpretations to existing standards which have
been issued but are effective for the fiscal year
beginning on or after 1 January 2018 have not been
early adopted by the Group:

#a] RAEERTER Rk
BOFER_ZT-N\F
—A—BRsz®@ER-

ATEHTER-F—
NE—A—BHZ&HA
HE) B R E B A
#al RAEERTERI KRR
BEREAZRBY RBALE
B B2 B R AN -

Effective for annual periods
beginning on or after

RERR &K
FEHBRER

IFRS 9 Financial Instruments

Bl B 15 3 5 E RN 95 SRIE

IFRS 15 Revenue from Contracts with Customers

BIRR B 5 3R 5 BRI 155K REEP &K E

IFRS 16 Leases

BB i R 1655 HE

IFRS 17 Insurance Contracts

Bl B A 3RS £ R AT RiE R

IFRIC 22 Foreign Currency Transactions and Advance
Consideration

HRMERERBEEERR IEXHRBENRE

IFRIC 23 Uncertainty over Income Tax Treatments

BB EREREZESF2BR MEHEENTRERER

Amendments to IFRS 2 Classification and Measurement of Share-based
Payment Transactions

BB R EERE2RMBIIRN UROINNRINDERFTE

Amendments to IFRS 4 Insurance Contracts

BRSBHESENEIROETE RRAR

Amendments to IFRS 10 and IAS 28  Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture
BB EREENSI0NRER BREEREBECERSECEMNEED

S ERIE 28 MIERT A EXER
Amendments to IAS 40 Transfers of Investment Property
BIFR & 5t 22 A 405% HEREME

1 January 2018
—T-NF—-HF—H
1 January 2018
—Z-NF-H—H
1 January 2019
—Z-NE—-A—H
1 January 2021
—E--%—-A—H
1 January 2018

—Z-\#—A—H
1 January 2019
ZT-hF—-A—H
1 January 2018

—E2-N\%¥—-H—H
1 January 2018 or when

the entity first applies IFRS 9

—E2-N\E-A-B"ER
ERERERBERMT®
WEERFE O

To be determined

BREHETE

1 January 2018
—T-NF5—A—H
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

2.1 Basis of preparation (Continued) 21 REEE @)
2.1.1 Changes in accounting policy and QINEHBERBEEEE
disclosures (Continued) 28 (@)
(b) New standards and interpretations not yet (b) KEAE T ET2E R
adopted (Continued) K2 (&)
None of the above is expected to have a significant BT XXFrE &SN e
effect on the consolidated financial statements of the FHREHRATEHAE
Group, except the following set out below: Mire M ERERENS
A&

IFRS 9, ‘Financial instruments’

The new standard addresses the classification,
measurement and derecognition of financial assets
and financial liabilities, introduces new rules for
hedge accounting and a new impairment model for
financial assets.

The financial assets currently held by the Group
includes debt instruments currently classified as
loans and receivables which would likely continue to
be measured at amortised cost. Accordingly, the
Group does not expect the new guidance to have a
significant impact on the classification and
measurement of its financial assets.

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

B BR B 75 A £ B9
SRiem T A/
BT ERETH & Bl
EERCHRABEHD
oA EREIEER:
BEMEESIETHN
R Rt AR A R TR R
BEER -

AEBREABZME
EREBERO2BRRE
R IR ER T
B WaEEmEEmg
AetE-Hlt A&KHE
BEHZESITEH A
ERMEENDBERGE
ERBERTE -

HRFHRTEETERT
BATFEFABEN
cRABENEtEEA
bz TN N
ZEaE KITepE
AEEEHMABNE
BRIB 50K o 4R IEHERR A
MAIE AEB g8
F3W[ & m I A ®E

REFEIBEBRATE
“=4
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (Continued)

(b)

New standards and interpretations not yet
adopted (Continued)
IFRS 9, ‘Financial instruments’ (Continued)

The new impairment model requires the recognition
of impairment provisions based on expected credit
losses (ECL) rather than only incurred credit losses
as is the case under IAS 39. It applies to financial
assets classified at amortized cost, debt instruments
measured at FVOCI, contract assets under IFRS 15
Revenue from Contracts with Customers, lease
receivables, loan commitments and certain financial
guarantee contracts. Based on the assessments
undertaken to date, the Group does not expect the
new guidance to have significant impact on the
provision for impairment.

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

The impacts on the Group’s financial results and
position upon the adoption of IFRS 9 are not
expected to be material. The Group does not intend
to adopt IFRS 9 before its mandatory date.

2 EREFHEBE @

21 RREE @)
QINENBERIBESEE

28 (@)

(b) K ER 4 i 27 5T 2E BYf
K2 ()
B R B TS SRS R E O
WM T A ()

OB ER A ERIBIETR
HIME & 85 18 T SRR B B
e MIFEREERE
FHAE R 395% 1O 15 St
REEER %RAE
RARIZBHEK AR DD
EREE BRAFER
AHMBE2EBAGED
BB TEA  BEERYB®R
SEAFIRIRA T
FAAMKZEIBETH
BREE BRBEER
B BERAERETSE
BERADH -REEZE
A& A ERGE
AEBERZFES T
SHRERFBERER

B2 488
e

% ¥ E B I 5| R KR
BHRENRERT AN
B AHAERAE
EUHem T AELRK
EmrEREE 5
EREAFHEANNEFE
A e

FER 4 B PR B T SR 5
Al EoSke BHAS
BV BEERMKNAMZ
YEVWTHEE -AEE
TR H & B B AT IR
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE -ZT—+E+_-_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

2.1 Basis of preparation (Continued) 21 REEE @)

2.1.1 Changes in accounting policy and QINEHBERBEEEE

disclosures (Continued) 28 (@)
(b) New standards and interpretations not yet (b) KEAE T ET2E R

adopted (Continued) K2 (&)

IFRS 15, ‘Revenue from contracts with customers’ BREF IS HR S ERISE 15
VA =RV =R~ N 0¥:08''¢

=/

The IASB has issued a new standard for the
recognition of revenue. This will replace IAS 18 which
covers contracts for goods and services and IAS 11
which covers construction contracts. The new
standard is based on the principle that revenue is
recognised when control of a good or service
transfers to a customer. The standard permits either
a full retrospective or a modified retrospective
approach for the adoption.

HER e EREEER
M M HE R U 2 A BT
E0 %%Hﬁ@%f“
&%%é%%!%au
AR B85 R = &2
BHHER 2R
FA15E o W FTAER THAR
B & 0 SR 7 A 45 ) 4
ﬁ“%@ﬁhﬁﬁ LU

EHRBTEL o %
BlAFERMNSRAS

[ERER A S B ED
E e
Management is currently assessing the effects of EIB[E J A IEAE S E
applying the new standard on the Group’s BT Eq| i‘jz}g% @,q
consolidated financial statements and has identified A TEREN S
the following areas that will be affected: EE S A Al ;zu
T~
° Presentation of contract assets and contract ‘ RAERBEXRZ
liabilities in the balance sheet — IFRS 15 NanBERS
requires separate presentation of contract MNEE — BERE
assets and contract liabilities in the balance BE ER 15
sheet. This will result in some reclassifications FHE EHNE
as of 1 January 2018 in relation to amounts EXEHNAEAR
due from customers and amounts due to REEBEES
customers for contract work which are S22 mR
currently included in separate balance sheet FE U = B R JE
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (Continued)

(b)

New standards and interpretations not yet
adopted (Continued)

IFRS 15, ‘Revenue from contracts with customers’
(Continued)

More detailed assessments will be carried out by the
Group to estimate the impact of the new rules on the
Group’s financial statements.

IFRS 15 is mandatory for financial years commencing
on or after 1 January 2018. At this stage, the Group
does not intend to adopt the standard before its
effective date.

IFRS 16, ‘Leases’

IFRS 16 will result in almost all leases being
recognised on the balance sheet, as the distinction
between operating and finance leases is removed.
Under the new standard, an asset (the right to use
the leased item) and a financial liability to pay rentals
are recognised. The only exceptions are short-term
and low-value leases.

The accounting for lessors will not significantly
change.

The standard will affect primarily the accounting for
Group’s operating leases. As at the reporting date,
the Group has non-cancellable operating lease
commitments of RMB14,647,000, see Note 31.
However, the Group has not yet determined to what
extent these commitments will result in the
recognition of an asset and a liability for future
payments and how this will affect the Group’s profit
and classification of cash flows.
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NOTES TO THE FINANCIAL STATEMENTS

Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and
disclosures (Continued)

(b)

New standards and interpretations not yet
adopted (Continued)
IFRS 16, ‘Leases’ (Continued)

Some of the commitments may be covered by the
exception for short-term and low value leases and
some commitments may relate to arrangements that
will not qualify as leases under IFRS 16.

The new standard is mandatory for financial years
commencing on or after 1 January 2019. At this
stage, the Group does not intend to adopt the
standard before its effective date.

2.2 Subsidiaries

A subsidiary is an entity (including a structured entity) over which
the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those
retumns through its power over the entity. Subsidiaries are
consolidated from the date on which control is transferred to the
Group. They are deconsolidated from the date that control

ceases.
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (Continued)

(@)

Business combinations

The Group applies the acquisition method to account for
business combinations. The consideration transferred for
the acquisition of a subsidiary is the fair values of the
assets transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests issued by
the Group. The consideration transferred includes the fair
value of any asset or liability resulting from a contingent
consideration arrangement. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a
business combination are measured initially at their fair
values at the acquisition date.

The Group recognises any non-controlling interest in the
acquiree on an acquisition-by-acquisition basis. Non-
controlling interests in the acquiree that are present
ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event
of liquidation are measured at either fair value or the
present ownership interests’ proportionate share in the
recognised amounts of the acquiree’s identifiable net
assets. All other components of non-controlling interests
are measured at their acquisition date fair value, unless
another measurement basis is required by IFRS.

Acquisition-related costs are expensed as incurred.
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NOTES TO THE FINANCIAL STATEMENTS

Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (Continued)

(a)

(b)

Business combinations (Continued)

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

consideration transferred,

Intra-group transactions, balances and unrealised gains on
transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the transferred
asset. When necessary, amounts reported by subsidiaries
have been adjusted to conform with the Group’s
accounting policies.

Separate financial statement

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

Impairment testing of the investments in subsidiaries is
required upon receiving a dividend from these investments
if the dividend exceeds the total comprehensive income of
the subsidiary in the period the dividend is declared or if
the carrying amount of the investment in the separate
financial statements exceeds the carrying amount in the
consolidated financial statements of the investee’s net
assets including goodwill.
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 #E —ZT—+tE+_-_F=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @

POLICIES (continued)

2.3 Segment reporting

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

2.4 Foreign currency translation

(a) Functional and presentation currency
ltems included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(“the functional currency”). The consolidated financial
statements are presented in Renminbi (“RMB”), which is
the Group’s presentation currency.

(o) Transactions and balances

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

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are presented
in the consolidated statement of profit or loss within “finance
income or expenses”. All other foreign exchange gains and
losses are presented in consolidated statement of profit or
loss within “other gains — net”. Translation differences on
non-monetary financial assets, such as equities classified
as available for sale, are included in other comprehensive
income.
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Foreign currency translation (continued)

(c) Group companies
The results and financial position of all the Group entities
(none of which has the currency of a hyper-inflationary
economy) that have a functional currency different from the
presentation currency are translated into the presentation
currency as follows:

° assets and liabilities for each balance sheet
presented are translated at the closing rate at the
date of that balance sheet;

° income and expenses for each consolidated
statement of profit or loss are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect of
the rates prevailing on the transaction dates, in
which case income and expenses are translated at
the rate on the dates of the transactions); and

° all resulting currency translation differences are
recognised in other comprehensive income.

2.5 Property, plant and equipment

Property, plant and equipment is stated at historical cost less
accumulated depreciation and impairment, if any. Historical cost
includes expenditure that is directly attributable to the acquisition
of the items.

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

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

MMARY OF SIGNIFICANT ACCOUNTING
LICIES (continued)

Property, plant and equipment (continued)

Depreciation on property, plant and equipment is calculated
using the straight-line method to allocate their cost to their
residual values over their estimated useful lives, as follows:

Buildings 20 years
Plant and machinery 5-25 years
Motor vehicles 5-10 years
Furniture, fixtures and equipment 3-5 years

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

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than
its estimated recoverable amount (Note 2.8).

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised within “other
gains-net” in the consolidated statement of profit or loss.

Leasehold land and land use rights

Lease hold land and land use rights are amortised on the
straight-line basing over the period of the operating leases or
their approved use periods.

Intangible assets
(a) Goodwill

Goodwill arises on the acquisition of subsidiaries
represents the excess of the consideration transferred, the
amount of any non-controlling interest in the acquiree and
the acquisition-date fair value of any previous equity
interest in the acquiree over the fair value of the identified
net assets acquired.
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NOTES TO THE FINANCIAL STATEMENTS

Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7 Intangible assets (continued)

(a)

(b)

Goodwill (Continued)

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

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

Computer software

Acquired computer software is capitalised on the basis of
the costs incurred to acquire and bring to use. These costs
are amortised over their estimated useful lives.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING

PO

2.8

2.9

LICIES (Continued)

Impairment of non-financial assets

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

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average method.
The cost of finished goods and work in progress comprises raw
materials, direct labor, other direct costs and related production
overheads (based on normal operating capacity). It excludes
borrowing costs. Net realisable value is the estimated selling
price in the ordinary course of business, less applicable variable
selling expenses.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HEZ=-Z—+tF+-_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

210 BEE W

2.10 Construction contracts

A construction contract is defined by IAS 11, “Construction
contracts”, as a contract specifically negotiated for the
construction of an asset or a group of assets, where the
customer is able to specify the major structural elements of the
design. The accounting policy for contract revenue is set out in
Note 2.22(a).

When the outcome of a construction contract can be estimated
reliably and it is probable that the contract will be profitable,
contract costs are recognised as expenses by reference to the
stage of completion of the contract activity at the end of the
reporting period. When it is probable that total contract costs will
exceed total contract revenue, the expected loss is recognised
as an expense immediately. When the outcome of a construction
contract cannot be estimated reliably, contract costs are
recognised as an expense in the period in which they are
incurred.

Construction contracts in progress at the end of the reporting
period are recorded at the net amount of costs incurred plus
recognised profit less recognised losses and progress billings,
and are presented in the statement of financial position as the
“Amount due from customers for contract work” (as an asset) or
the “Amount due to customers for contract work” (as a liability),
as applicable. Progress billings not yet paid by the customer are
included under “Trade and other receivables”. Amounts received
before the related work is performed are presented as “Receipts
in advance”.
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For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

2.11 Discontinued operations 211 B R IEEK

A discontinued operation is a component of the entity that has
been disposed of or is classified as held for sale and that
represents a separate major line of business or geographical area
of operations, is part of a single co-ordinated plan to dispose of
such a line of business or area of operations, or is a subsidiary
acquired exclusively with a view to resale. The results of
discontinued operations are presented separately in the
statement of profit or loss and the statement of comprehensive
income. The statement of profit or loss and the statement of
comprehensive income are re-presented in the comparative
period for all operations that are discontinued by the end of the
reporting period.

2.12 Financial assets

(@) Classification
The Group classifies its financial assets into the following
categories: at fair value through profit or loss, loans and
receivables, held-to-maturity and available-for-sale. The
classification depends on the purposes for which the
financial assets were acquired. Management determines
the classification of its financial assets at initial recognition.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

2Q1I2EWMEE @)

(@) Classification (Continued) (@ ZDEE

212 Financial assets (continued)

As of 31 December 2017, the Group’s financial assets
primarily comprise loans and receivables.

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. They are included in current assets,
except for the amounts that are settled or expected to be
settled more than 12 months after the end of the reporting
period. These are classified as non-current assets. The
Group’s loans and receivables comprise “trade and other
receivables”, “cash and cash equivalents” and “restricted
cash” in the balance sheet.

Available-for-sale financial assets are non-derivatives that
are either designated in this category or not classified in
any of the other categories. They are included in non-
current assets unless the investment matures or
management intends to dispose of it within 12 months of
the end of the reporting period.

Recognition and measurement

Regular way purchases and sales of financial assets are
recognised on the trade-date — the date on which the
Group commits to purchase or sell the asset. Investments
are initially recognised at fair value plus transaction costs
for all financial assets not carried at fair value through profit
or loss. Financial assets are derecognised when the rights
to receive cash flows from the investments have expired or
have been transferred and the Group has transferred
substantially all risks and rewards of ownership. Available-
for-sale financial assets are subsequently carried at fair
value. Loans and receivables are subsequently carried at
amortised cost using the effective interest method.
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

213 Impairment of financial assets

(@)

Assets carried at amortised cost

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

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

For loans and receivables category, the amount of the loss
is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash
flows (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is
reduced and the amount of the loss is recognised in the
consolidated statement of profit or loss. If a loan or held-
to-maturity investment has a variable interest rate, the
discount rate for measuring any impairment loss is the
current effective interest rate determined under the
contract. As a practical expedient, the group may measure
impairment on the basis of an instrument’s fair value using
an observable market price.
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=-Z—+tF+-_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

213E M E E R E @

213 Impairment of financial assets (continued)

(@) Assets carried at amortised cost (Continued) (@) UABSERAEIENEE
€ ))
If, in a subsequent period, the amount of the impairment MERGEER BREBE®D
loss decreases and the decrease can be related objectively HERL MR B8
to an event occurring after the impairment was recognised HE B =R EERRE S
(such as an improvement in the debtor’s credit rating), the £ R B4 (B %i‘&)\ " 1= A
reversal of the previously recognised impairment loss is J WAERHE) BlZAE Mg
recognised in the consolidated statement of profit or loss. REBEEER E =y
FE[E o
(b) Assets classified as available for sale b) 2BAITHELEEE
The Group assesses at the end of each reporting period REBESFERSE BRI G

whether there is objective evidence that a financial asset or
a group of financial assets is impaired.

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

For equity investments, a significant or prolonged decline
in the fair value of the security below its cost is also
evidence that the assets are impaired. If any such evidence
exists the cumulative loss — measured as the difference
between the acquisition cost and the current fair value,
less any impairment loss on that financial asset previously
recognised in profit or loss — is reclassified from equity
and recognised in profit or loss. Impairment losses
recognised in the consolidated statement of profit or loss
on equity instruments are not reversed through the
consolidated statement of profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS
Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

214 B 5 K H B WK TE

2.14 Trade and other receivables

Trade receivables are amounts due from customers for goods
sold or services performed in the ordinary course of business. If
collection of trade and other receivables is expected in one year
or less (or in the normal operating cycle of the business if longer),
they are classified as current assets. If not, they are presented as
non-current assets.

Trade and other receivables are recognised initially at fair value
and subsequently measured at amortised cost using the effective
interest method, less allowance for impairment of doubtful debts
(see Note 2.13).

2.15 Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash
equivalents include cash in hand, deposits held at call with
banks, other short-term highly liquid investments with original
maturities of three months or less.

2.16 Share capital

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares or options are
shown in equity as a deduction, net of tax, from the proceeds.

217 Trade and other payables

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

Trade and other payables are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method.
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Borrowings

Borrowings are recognised initially at fair value less attributable
transaction costs. Subsequent to initial recognition, borrowings
are stated at amortised cost with any difference between amount
initially recognised and redemption value being recognised in
profit or loss over the period of the borrowings, using the
effective interest method.

Borrowings are classified as current liabilities unless the Group
has an unconditional right to defer settlement of the liability for at
least 12 months after the end of the reporting period.

219 Employee benefits

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

Contributions to local defined contribution retirement
schemes pursuant to the relevant labor rules and
regulations in the People’s Republic of China (the “PRC”)
are recognised as an expense in profit or loss as incurred,
except to the extent that they are included in the cost of
inventories.
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES (continued)

219 Employee benefits (continued)

(b) Share-based payment
The fair value of the employee services received in
exchange for the grant of the options is recognised as an
expense. The total amount to be expensed is determined
by reference to the fair value of the options granted:

° including any market performance conditions (for
example, an entity’s share price);

° excluding the impact of any service and non-market
performance vesting conditions (for example,
profitability, sales growth targets and remaining an
employee of the entity over a specified time period);
and

° including the impact of any non-vesting conditions (for
example, the requirement for employees to save or
holding shares for a specified period of time).

At the end of each reporting period, the Group revises its
estimates of the number of options that are expected to
vest based on the non-marketing performance and service
conditions. It recognises the impact of the revision to
original estimates, if any, in the consolidated statement of
profit or loss, with a corresponding adjustment to equity.

2.20 Current and deferred income tax

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

Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.20 Current and deferred income tax (continued)

(@)

(b)

Current income tax

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

Deferred income tax

Inside basis differences

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

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will be
available against which the temporary differences can be
utilised.
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NOTES TO THE FINANCIAL STATEMENTS
Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

2.20 Current and deferred income tax (Continued) 220 B0 HA R2 IR FE FR 13 B (s0)

(b) Deferred income tax (Continued)

Qutside basis differences

Deferred income tax liabilities are provided on taxable
temporary differences arising from investments in
subsidiaries, except for deferred income tax liability where
the timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the
temporary difference will not reverse in the foreseeable
future.

Deferred income tax assets are recognised on deductible
temporary differences arising from investments in
subsidiaries, only to the extent that it is probable the
temporary difference will reverse in the future and there is
sufficient taxable profit available against which the
temporary difference can be utilised.

2.21 Government grants

Grants from the government are recognised at their fair value
where there is a reasonable assurance that the grant will be
received and the Group will comply with all attached conditions.

Government grants relating to costs are deferred and recognised
in the consolidated statement of profit or loss over the period
necessary to match them with the costs that they are intended to
compensate.

Government grants relating to property, plant and equipment are
included in non-current liabilities as deferred government grants
and are credited to the consolidated statement of profit or loss
on a straight-line basis over the expected lives of the related
assets.
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=-Z—+tF+-_A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

2.22 Revenue recognition 2.22 I % T 52
Revenue is measured at the fair value of the consideration Wake W BREEN A FE
received or receivable, and represents amounts receivable for P2 WHAEREES SR ERK
goods supplied, stated net of discounts, returns and value added I8 - MBRITH - RENIEEREY
taxes. The Group recognises revenue when the amount of Re-ZWENEREERT FETE
revenue can be reliably measured; when it is probable that future BARAKRKEENSBRAIGER AT
economic benefits will flow to the entity; and when specific TR REASESHIHAHAFS
criteria have been met for each of the Group’s activities, as BB g rE (ZZD TXFri) - AEE
described below. The Group bases its estimates of return on BoElamER AEELRIER
historical results, taking into consideration the type of customers, ERBTEERPLAR K5 EE
the type of transactions and the specifics of each arrangement. MBS EEL (A5 -
(@) Contract revenue @ EHWA
A construction contract is defined by IAS 11, “Construction BRestER BRI EE
contracts”, as a contract specifically negotiated for the EHINTEELE: AEE—E
construction of an asset. BEMBNEIIHEH -
When the outcome of a construction contract can be EREANSE RN EM
estimated reliably and it is probable that the contract will EHANREAERFE -
be profitable, contract revenue is recognised over the AR EHHARET TRE
period of the contract by reference to the stage of BREDWA - EHKARB
completion. Contract costs are recognised as expenses by EREHFREBLYEINT
reference to the stage of completion of the contract activity IRERERE F%ﬁ S'Z E@A
at the end of the reporting period. When it is probable that WA BIEERBERE DI
total contract costs will exceed total contract revenue, the A FEHEX Eﬂ B 1 3R & B
expected loss is recognised as an expense immediately. )
When the outcome of a construction contract cannot be BREANERT A EE
estimated reliably, contract revenue is recognised only to BERCARBEEENEY
the extent of contract costs incurred that are likely to be A7 15 2R AT BE 15 LA J [B] 1Y 1
recoverable. N ET e ERELHWA -
Variations in contract work, claims and incentive payments AHITER REMEBENE
are included in contract revenue to the extent that may HERUECEEFRLHTE L
have been agreed with the customer and are capable of R SEETERFTAGHUA -

being reliably measured.
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2017 HZE—=

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Revenue recognition (Continued)

(a)

(b)

(c)

(d)

(e)

Contract revenue (Continued)

The Group uses the “percentage-of-completion” method
to determine the appropriate amount to recognise in a
given period. The stage of completion is measured by
reference to the contract costs incurred up to the end of
the reporting period as a percentage of total estimated
costs for each contract. Costs incurred in the year in
connection with future activity on a contract are excluded
from contract costs in determining the stage of completion.

On the balance sheet, the Group reports the net contract
position for each contract as either an asset or a liability. A
contract represents an asset where costs incurred plus
recognised profits (less recognised losses) exceed
progress billings; a contract represents a liability where the
opposite is the case.

Sales of electricity

Revenue arising from the sale of electricity generated from
solar power stations is recognised when the electricity is
generated and transmitted.

Sales of goods

Revenue is recognised when the goods are delivered at
the customers’ premises, and the customer has accepted
the goods and the related risks and rewards of ownership.

Sales of services

For sales of services, revenue is recognised in the
accounting period in which the services are rendered, by
reference to stage of completion of the specific transaction
and assessed on the basis of actual services provided as a

proportion of the total service to be provided.

Rental income

Rental income on operating leases where the Group is a
lessor is recognised on a straight-line basis over the term
of the lease.
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 EASFTHREUE @
POL'C'ES (Continued)

2.23 Interest income 2.23F B W A

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

2.24 Borrowing costs

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

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

2.25 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s financial statements in the
period in which the dividends are approved by the Company’s
shareholders.

3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

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

MEBWAKBERF B XK KM
bo ) E AERERR o

2245 E A

EERRBNEE ERRLEERE
REE(BUBAK-BREREHRRE
MEEFRERERBEENEE) W
—REBEERERE  MAZEE
ENREAN BEEEARRLGBZ
HEBEREAHERL -

MEAEMEERAEELH AN
B ER -

2.25 8 B 7k

[ A 2 A B R o e B B B B B
AR AR A BB AR A
SENTBBEAIREE-

BRERRER
31 B¥EKREZR

AEEMNEXBELEBZREBYS
R mEER(EERERE R
REFEMNEXRR)  FERR R
BlERRRERERR KAEBEER
EREEFAETREESHBTS
BT B BA A 2= R B ORE B R &
BB RIRNEEINZE -
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NOTES TO THE FINANCIAL STATEMENTS
Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

3  FINANCIAL RISK MANAGEMENT (continued) 3 BHXEREEm@m

3.1 Financial risk factors (Continued) 31 MERAKBEZEm
(a) Market risk (@) WiEE
()  Foreign exchange risk () B E

The Group is exposed to foreign exchange risk AEBERHREFEER
arising from foreign currency transactions, primarily RSt ([Br]) By
with respect to the HK dollar (“HK$”). Foreign X 50 3 E B o S EE B
exchange risk arises from future commercial BREARBERII X
transactions and recognised assets and liabilities A FE LA 5 B B 88 ) Th &
denominated in a currency that is not the functional EBHENERREE
currency of the relevant group entity. The risk is K& & - Ak A8 &
measured through a forecast of highly probable HK$ AIREAB LEITHR S
transactions. T2 o
The Group’s exposure to foreign currency risk as at AEEBRZ-_ZE—tk=
31 December 2017 and 2016, expressed in RMB, E-XRNFt+_A=+—
was as follows: HEEMINERR(E

ARBEZI)IT

31 December 2017 31 December 2016
—2—+t&+=-HA=+—-RH —E—~F+=-_A=+—8H
US dollar

HK$ (“UsD”) HK$ usD

BT E B E Y
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR®TR ARBTT ARETR

Trade and other B KkEA

receivables & Uk 7118 1,518 —
Cash and cash RekRE

equivalents ZEBY 109,264 239

Annual Report 2017 —ZE—+FFHR
00 00000000000 0000000 00OCOGNOGNOSOSOSOS OIS 0000 0000000000000 000000COCCKGININ O



NOTES TO THE FINANCIAL STATEMENTS

Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(@) Market risk (Continued)
(i) Foreign exchange risk (Continued)
During the vyear, the following foreign-exchange
related amounts were recognised in profit or loss
and other comprehensive income:

B ERERE @

3.1 B EEEE @

(@) WiHZEAEE @
() R B ()
FA - T FIHNE A RE K
HERERKEMEE
WAHER

Year ended 31 December

BE+-A=t+—-LFE
2017 2016

—E-tf T—NF

RMB’000 RMB'000
ARBTR ARETTT

Amounts recognised in profit or loss 7 18 %5 7 R 1) 2 18
Net foreign exchange losses included H fth I 2% 58 B & B) 9h
# (M1 5t6)

= o

in other gains-net (Note 6) VE F By 18 )%

Net (losses)/gains recognised in other 7 £ fib 2 W A #E R )
(E518) M=%
Translation of financial statements of 3§ 4N 8 2 71 B 7% #R %

comprehensive income

overseas subsidiaries me

(1,061) —

(4,173) 2,831

As shown in the table above, The Group is primarily
exposed to changes in HK$/RMB exchange rates.
The sensitivity of profit or loss to changes in the
exchange rates arises mainly from HK$ denominated
financial instruments.

mERFR AEEE
T E B AR
MEREH - RERE
B AN SEE TR
ALBTAEN SR T
B o
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NOTES TO THE FINANCIAL STATEMENTS
Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

3  FINANCIAL RISK MANAGEMENT (continued) 3 BHXEREEm@m

3.1 Financial risk factors (Continued) 31 MERAKBEZEm
(@) Market risk (Continued) (@) ™5 E B (@)
() Foreign exchange risk (Continued) () B (E)

Year ended 31 December
BE+t-_A=+—HLEFE
2017 2016
—E—tF —E—RF

RMB’000 RMB’000
AR T ARETTT

Impact on post tax profit Mg &
HK$/RMB exchange rate BTN A RS E &
— increase 10% — 12 110% 8,309
HK$/RMB exchange rate BT R AR E X
— decrease 10% — B 10% (8,309)
(i) Cash flow and fair value interest rate risk (i) BersaRiFE

UE)

The Group’s interest rate risk arises primarily from its RNEBEMFERRARETE

borrowings. Borrowing obtained at variable rates REEMEBE -&RZEEW

expose the Group to cash flow interest rate risk EHEESAERAS

which is offset by cash held at variable rates. During WEHRENERERE B

2017 and 2016, the Group’s borrowings at variable EfRREIZ Y EHE

rate were denominated in RMB. MBS EHE - RNZF
—tER T NE
REEMFZEBENUA
R¥GTE-

Borrowing obtained at fix rates expose the Group to EEBRBHNERESA

fair value interest rate risk. EEAT A EMEMNER
B o

The Group did not use any interest rate swap to FERANEEBI KFH

hedge its interest rate risk during the year. £ 1] F| == 15 5 DA ¥ 5h H

ARy
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NOTES TO THE FINANCIAL STATEMENTS

Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 EZE =L —

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(@)

Market risk (Continued)

(i)

Cash flow and fair value interest rate risk
(Continued)

As at 31 December 2017, approximately
RMB398,545,000 (2016: RMB404,239,000) of the
Group’s borrowings were at variable interest rates.
The interest rates and terms of repayment of the
Group’s borrowings are disclosed in Note 26. At 31
December 2017, if interest rates on borrowings had
been 100 basis points higher/lower with all other
variables held constant, profit before tax for the year
would have been RMB3,985,000 lower/higher,
mainly as a result of higher/lower interest expense
on floating rate borrowings.

As at 31 December 2017, approximately
RMB535,000,000 (2016: RMB300,000,000) of the
Group’s borrowings were at fixed interest rates. The
fair value of these fixed interest rate borrowings
estimated by discounting the future contractual cash
flows at the current market interest rate available to
the Group for similar financial instruments is
RMB564,925,000 (2016: RMB314,050,000).

+F+ZA=+—BILFE

3

B ERERE @
3.1 B EEEE @

(@)

m%ﬂl‘ﬁ(na

(//) fﬁi/ﬂbsﬂé&/igzﬁ
Tl 3 7] B (48)
R+ &+ =
A=+—8' &%
B ¥ EBENAR
A R # 398,545,000 7T
(ZE—XRF: ARE
404,239,000 ) ° &K &

EEE TR & E R
MR B sE269h B -
RZE—+tF+=A
=+—H WEEME
£ T8 K 10018 B 2
2 BT EMEHg
BAE . F RS
AR £ AR
3,9850007T ' TERH
REZBEENFSRAX
A e

RZZEE—+tF + =
BE=+—8B &%
EEBEREENAARE
535,000,000 (=& — 7%
4 A R #300,000,000
L) - ZETBEEEIR
KREHBEEREUR
SERBEUSRI AR
BHREMBHXEAR
HENAFEEABARE
564,925,0007% (—Z— X
F A R #314,050,000
TT) e
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

Credit risk

Credit risk is the risk of financial loss to the Group if a
customer or other counterparty fails to honor its contractual
obligations, and arises principally from the Group’s trade
and other receivables and deposit with banks. The Group
maintains a defined credit policy and exposures to these
credit risks are monitored on an ongoing basis.

In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring credit
over a certain amount. These evaluations focus on the
customer’s past history of making payments when due
and current ability to pay, and take into account information
specific to the customer as well as pertaining to the
economic environment in which the customer operates.
Normally, the Group does not obtain collateral from
customers.

In respect of deposit with banks, the Group mitigates its
exposure to credit risk by placing deposits with financial
institutions with established credit rating. Given the high
credit rating of the banks, management does not expect
any counterparty to fail to meet its obligations.

3 BHXEREEm@m
3.1 B EEEE @

(b)

FERRE
EERABREAEEERPX
HMWHFHAERBTANE
EHNBERA TRV BEEN
R BETEXREAREED
5 R H b EUWRIE R IRTT
FHR-AEEREAEN(E
ERRUBEERMEHN
ZEEERR -

HE S REMERKEAEM
FASEEHESBAEX
EREENMAREPETHE
AEEERTGH LEFHE
RREPFBEXN I HKIE
B R0 8% o B Al RO 1 3R BE
TERINHHEFPREPK
ERERKBERREBNE
Bre —REF AEETE
A% P B o

ERROTER AEESE
AEHRREETRRIFNS
BEBUAREAATNEE
Rk - ZERNZFRITHNEER
MR EREEBRHTEH
BXBHFREETEEMR
MIE M o
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NOTES TO THE FINANCIAL STATEMENTS

Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

()

Credit risk (Continued)

The maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the consolidated
balance sheet after deducting any impairment allowance.
The Group does not provide any financial guarantees
which would expose the Group to credit risk.

Further quantitative disclosures in respect of the Group’s
exposure to credit risk arising from trade and other
receivables are set out in Note 20.

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including the
short term investment of cash surpluses and the raising of
loans to cover expected cash demands, subject to
approval by the Company’s board when the borrowings
exceed certain predetermined levels of authority. The
Group’s policy is to regularly monitor liquidity requirements
and its compliance with lending covenants, to ensure that
it maintains sufficient reserves of cash and adequate
committed lines of funding from major financial institutions
to meet its liquidity requirements in the short and longer
term.

3

B ERERE @
3.1 B EEEE @

(b)

()

=& =k )
EREERARAKAEER
BERTEEREENEREE
(MR ARE ) - &
SEYEEHRETAAEER
& B = B R B
PR o

BRAAEEE S NEMEW
REFMELEEERBRMOE—
FECEBEHNHE20 -

B L B

AEBEENEEQARARR
SR ERE BRAZA
HOEHREAREEEN
im R EHR & F R
BELAEERRKENEER
BRARDEEGHE - A
SEREBRREHNEERD
BeFRUREBEERENE
SER AERESTERER
CREBANETIZSRBEE
EERHERARESNRERE
HLREHHNRBESFER -
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

3  FINANCIAL RISK MANAGEMENT (continued) 3 BHXEREEm@m

3.1 Financial risk factors (Continued) 31 BERBEZE @
(c) Liquidity risk (Continued) (c) wENMRE MR @)

The following tables show the remaining contractual TRIITAEBR KSR

maturities at the end of the reporting period of the Group’s MeMBERTEOIEHE

financial liabilities, which are based on contractual Mo TIIRE S A ARITIR G

undiscounted cash flows (including interest payments ReERE(BREREBFTLOF

computed using contractual rates or, if floating, based on o (ERMAIFE) RIS H

current rates at the end of the reporting period) and the RKOBITHEFFENFE

earliest date the Group is required to pay: REER) BA R 2N 55 [ AT 4 22 SR A

FORERMESSITERE

As at 31 December 2017
R=-ZF—+tF+=-HA=t—H
Contractual undiscounted cash outflows

BRRFRNBAER

Within
1 year oron 1yearto 2yearsto 5 years
demand 2 years 5 years above Total
— &R
FEER —FEWMF MEEIFE IFUE ot
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTR ARBTR AR¥BTR

Borrowings 5 341,609 87,120 465,991 218,222 1,112,942
Trade and other payables £ AR O] 187,481 - - - 187,481

529,090 87,120 465,991 218,222 1,300,423

As at 31 December 2016
RZE-—R"E+-_A=+—H
Contractual undiscounted cash outflows
EHRRTENR SR L
Within

1 year or on 1 year to PAYCER(O) 5 years
demand 2 years 5 years above

—FAK

2% —FEME MEERF HENL
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETTE ARETA ARMTE ARBTR ARSTR

Borrowings EE 71,868 365,517 218,258 208,120 863,763
Trade and other payables & 5 & H b fE 4 78 204,541 — — — 204,541

276,409 365,517 218,258 208,120 1,068,304
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued) 3 BHXEREEREm@m

3.1 B EEEE @

3.1 Financial risk factors (continued)

(d) Concentration risk

A significant portion of revenue of the Group is derived
from two customers (2016: one customer) with one from
the smart energy and solar energy businesses and the
other from the primary land development business (2016:
from the primary land development business), which totally
accounted for 83% of total revenue of the year 2017 (2016:
93%).

3.2 Capital management

The Group’s objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern in order to
provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

The Group monitors capital on the basis of the gearing ratio. This
ratio is calculated as net debt divided by total capital. Net debt is
calculated as total borrowings (including “current and non-current
borrowings” as shown in the consolidated balance sheet) less
cash and cash equivalents and restricted cash. Total capital is
calculated as “total equity” as shown in the consolidated balance
sheet plus net debt.

3.2

(d SHEKE
AEBAHF D WEDRIRE
HEDZBHEBRERRKGREER
LA R =t — R B 3 5 R
EEF(CE—RF:—4RE
B) (h—ZE—t+FEn
H183% (—Z — /N 1 93%) °

EXER
AEBEEREANBENRRER
SERAEBARERETA B
f& BR 4R fit [ 3 LA B A H B 5
BABENG TEBFREER
BBABPESHA -

AEBENBBELELREEEAR LXK
TRBEBRFERABERTE -
EEFREREER(BREGEE
ERERARESELERAEE]D
BEAZRREEEYRIRHIR
T oRERENFEAEERBRAMA
TH [ HEEARINEERFE-
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

3  FINANCIAL RISK MANAGEMENT (continued) 3 BHXEREEm@m

3.2 Capital management (Continued) 3.2 EXEE m)

The Group’s strategy is to maintain the gearing ratio at a healthy AEBNRBEERFAGBLLXRE
capital level in order to support its business. The principal BEONBERKE UEXEBEEK X
strategies adopted by the Group include, without limitation, EERBRNETERBEEBEBEEATR
reviewing future cash flow requirement and the ability to meet REBARBEREFTRKEIZN
debt repayment schedules when they fall due, maintaining a FEAEB MR S #EF 0] ARIT A
reasonable level of available banking facilities and adjusting BREABEKFERABRKETEM
investment plans and financing plans, if necessary, to ensure that BMEHE(MTFE) UBRAEE
the Group has a reasonable level of capital to support its HEASBEKIHNEALZHEL - RN
business. The gearing ratio at the end of the reporting period was WEARNOBELRNOT :

as follows:

As at 31 December
R+=A=+—8H
2017 2016
—E—tfF

RMB’000 RMB’000
AR®T AREFTTT

Total borrowings BERE 933,545 704,239
Less: cash and cash equivalents BoHRERESZEEYD (107,022) (205,037)
Restricted cash SR F13R & (1,679) (296)
Net debt (ET R 824,844 498,906
Total equity T R 774,801 306,882

Total capital PR =N 1,599,645 805,788

Gearing ratio =R s 61.9%
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For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation

(@i

Financial assets measured at fair value

Fair value hierarchy

The following table presents the fair value of the Group’s
financial instruments measured at the end of the reporting
period on a recurring basis, categorised into the three-level
fair value hierarchy as defined in IFRS 13 Fair Value
The level into which a fair value
measurement is classified is determined with reference to
the observability and significance of the inputs used in the
valuation technique as follows:

Measurement.

Level 1 valuations: Fair value measured using only Level 1
inputs i.e. unadjusted quoted prices in active markets for
identical assets or liabilities at the measurement date.

Level 2 valuations: Fair value measured using Level 2
inputs i.e. observable inputs which fail to meet Level 1, and
not using significant unobservable inputs. Unobservable
inputs are inputs for which market data are not available.

Level 3 valuations: Fair value measured using significant
unobservable inputs.

3

B R B B ()
3.3 AEEME

(i)

BRAFTEFENESHRE
=3

nFEER
AFEERERTRE2F AR
EES R TAENREH R
KEEEETENAFE
e B R B 75 #2522 Al 551398
AFEFENTEE THEQ
FTEEREBED>B=—FK- R
FEAESADEEERG
BEERMTPRAOEASED
AERUEREBTEMET

E-—REE: ATEREBR
REE R A ABEBFE
BFERMRERMS LA
REREEXRBBENRAE
HIE -

E_HEE: A TEBEBK
RE_RBAREFE
ATEE-—RHABREGHA
g RYENBERYE
EERB AR -

F-AMHE: BEERBA
BEROARESTSEEM
R I A BUE
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Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

3  FINANCIAL RISK MANAGEMENT (continued) 3 BHXEREEm@m

3.3 Fair value estimation (Continued) 3.3 2 {EMHE @
() Financial assets measured at fair value () RAFEFENERE
(Continued) = (&)
Fair value hierarchy (Continued) NFEER &)

Fair value
measurements as at
31 December 2016
categorised into
Level 2

R-ZE—XRF
+=A=+-—8H
AFEE

Recurring fair value measurements REMATHETE

Financial assets: SREE:

Avalilable-for-sale financial assets AfHESREE 3,000

Valuation techniques and inputs used in Level 2 FE_RNFEGTEZH

fair value measurements G 18 75 0% K ) A BOHR

The fair value of available-for-sale financial assets in Level RE_SHOHEEESME

2 is determined by reference to quoted prices of EAFEDNL2BRETEEE

instruments similar to the assets being valued, adjusted for HENTANREMETE

factors unique to the assets being valued. WESFEEENBERE
EH % -

(i) Fair values of financial assets and liabilities (i) FRAFEIRENEH
carried at other than fair value EEREBENATE
The carrying amounts of the Group’s financial instruments RZE—tEFRZFT—XF
carried at cost or amortised cost are not materially different +-BA=+—H  A£EEK
from their fair values as at 31 December 2017 and 2016. Ak 7N Y SE K AN B BR Y & Bl

TEAEMEEEEEAFEMR
ERK e
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

B ERERE @
33 AEEMET @

3 FINANCIAL RISK MANAGEMENT (continued) 3

3.3 Fair value estimation (continued)

(i) Non-financial assets measured at fair value (i) AAFEFENHEEH
BE
Fair value hierarchy N FEER

This note explains the judgements and estimates made in
determining the fair values of the non-financial assets that
are recognised and measured at fair value in the financial
statements. To provide an indication about the reliability of
the inputs used in determining fair value, the Group has
classified its non-financial assets and liabilities into the
three levels prescribed under the accounting standards. An
explanation of each level is provided in Note 3.3()).

2 BT 5 B At 7S EE TE R B 7S R
EUAFEERARGTEN
FemEENRTFERATE
HE R - BRTEEA
FENMASAREBENT S
M- AEEDBEFESCHE
ERBES BSFHER
—EAER - SEANHMLE
AR EES.3() ©

Fair value

measurements as at
31 December 2017
categorised into
Level 2

RMB’000
ARET T
Recurring fair value measurements BEMATEFE
Non-financial assets: FEMEE
Investment properties "EYE 9,000

Valuation techniques and inputs used in Level 2
fair value measurements

The Group obtains independent valuations for its
investment properties at least annually. At the end of the
reporting period, the directors update their assessment of
the fair value of each property, taking into account the
most recent independent valuations. The directors
determine a property’s value within a range of reasonable
fair value estimates.

FE_RAFEFEREH
#1418 77 0% R B A B
AEBERLVEBFERENER
MBIEE - RREHK
EERERROMETNE
VfhE EHREREBEY
ERFENFH EFTETE
MNREEAFEMTHEEAR
MYEEE-
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Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

3 FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

(iii) Non-financial assets measured at fair value
(Continued)
Valuation techniques and inputs used in Level 2
fair value measurements (Continued)

The best evidence of fair value is current prices in an active
market for similar properties. The level 2 fair value of
investment properties has been derived using the sales
comparison approach. The key inputs under this approach
are the price per square metre from current year sales of
comparable lots of properties in the area (location and
size).

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

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

(a) Business combinations

Accounting for acquisitions require the Group to allocate the cost
of acquisition to specific assets acquired and liabilities assumed
based on their fair values at the date of acquisition. The Group
has undertaken processes to identify all assets and liabilities
acquired, including acquired intangible assets. Judgements
made in identifying all acquired assets, determining the estimated
fair value assigned to each class of assets acquired and liabilities
assumed, as well as assets’ useful lives, could materially impact
the calculation of goodwill and depreciation and amortisation
charges in subsequent periods. Estimated fair values are based
on information available near the acquisition date and on
expectations and assumptions that have been deemed
reasonable by management. Determining the estimated useful
lives of tangible and intangible assets acquired also requires
judgement.

B R B 1 ()

3.3 AEEME @

(i) AAFEFENFEH
EE @
E_RATFEAEEH
158 T LR A B g
(%)
EBRTIS T EUYENRT
BERADTHENSEEE-
RE-RREYWENDTE
TR E LB AT T -
R ER . T EH AR
BRENEETELBMNZ
BYEEEREAN)BE T
KB

B 52 & 5t f4 5T A )

AEERBEEALRAAEMEAR(ERE
EHEBBERATRAAENRKEMNTE
H) #5 B AT A % A At S VB e

AEBEBHRKMEL B REBRER BE
E BUHMEFEFRISEEBER
HERER FEEARBREEREER
BEMNEREER TEMBRFEEHEKR
HENGGRBRABET

(@) XHKE6

WiEatREERAKEEERR
WHEEERMAEAGBENKER
HORAFEERSEZEO LB
XA - REEE BITIEF PAR B PT
WEHNmBEEERBE HPEHE
RN EBEEE - EHAIAE R
BREE BEEMPEEE&A
ERES BB MG A FER
REENAEBFEHBELOHA
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NOTES TO THE FINANCIAL STATEMENTS

Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 #HZ= —=

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b)

(c)

(d)

Construction contracts

As explained in policy Note 2.22 revenue and profit recognition
on an incompleted project is dependent on estimating the total
outcome of the construction contract, as well as the work done
to date. Based on the Group’s recent experience and the nature
of the construction activity undertaken by the Group, the Group
makes estimates of the point at which it considers the work is
sufficiently advanced such that the costs to complete and
revenue can be reliably estimated. As a result, until this point is
reached the amounts due from customers for contract work as
disclosed in Note 21 will not include profit which the Group may
eventually realise from the work done to date. In addition, actual
outcomes in terms of total cost or revenue may be higher or
lower than estimated at the end of the reporting period, which
would affect the revenue and profit recognised in future years as
an adjustment to the amounts recorded to date.

Estimated useful lives of property, plant
and equipment

The Group’s management determines the estimated useful lives
and related depreciation charges for the property, plant and
equipment with reference to the estimated periods that the
Group intends to derive future economic benefits from the use of
these assets. Management will revise the depreciation charges
where useful lives are different to previously estimated, or it will
write off or write down technically obsolete or non-strategic
assets that have been abandoned or sold.

Impairment for trade and other receivables

The Group estimates impairment losses for trade and other
receivables resulting from the inability of the customers to make
the required payments. Details of the estimate and assumptions
have been disclosed in Note 2.13. If the financial condition of the
customers were to deteriorate, actual write off would be higher
than estimated.

As at 31 December 2017, a provision of RMB3,791,000 was
provided for impairment of trade receivables (2016: nil) (Note 20).

—tF+ZA=T—RIFE

4 BRI S AT A M E w0

(b)

(c)

(d)

BESY

AN R SR FE2.22FT ML - KRB T IA
EMW*&%W%%%@%%H
AREAOMNEREARES
ﬁﬁmlﬁiﬁm ﬁﬁ$%lL
B R ANEEMETERITY
M&E REBREAEAEER
e i 18 5T 58 AR OB AR K U 55 B A
ﬁl&ﬁ&olk’EﬂL%&E
Al M1 TR ERREFANT
F%ﬁhxﬁ%$%lm%7
%ZAEﬁ Iﬁmﬁmmﬂ
GN BB AN B IR R B B B 4
%mﬁﬁmﬁ%%xmﬁﬁ'ﬁﬁ
EYEINRRFEERNKRER
wmAERHESSEMFAE -

ME -BERREHMG
= AT 6E A A

AEBEEEEEDE BMELR
OB AT ERFEARARTE
X D2 EAFT AR KB EKY
ZEEEELERKREENZNE

HMTUAEE - BrREMFREZA
et TR EBERERTITEX

B SR E RERE L&
ERMEteBRAFHEBILENE
o

85 RHEMEBEWKRERE

REBHARPEERERMNK
MEEME S K H ek IER
EEBELGT - Bt RBREFE
RETFE213 B 5T - MR E P &8
MREE  ERMNMES TS
BREEET -

RZE—+tF+=A=+—8"

MESERRBEELEBARE
3,791,000 c (= —RF : Z) (M
20) ©
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(e)

(f)

(9)

Income taxes and deferred taxes

There are certain transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course
of business. The Group recognises liabilities based on estimates
of whether additional taxes will be due. Where the final tax
outcome of these matters is different from the amounts that were
initially recorded, such differences will be reflected in the income
tax expense and deferred tax provisions in the period in which
such determination is made. In addition, the realization of future
income tax assets is dependent on the Group’s ability to
generate sufficient taxable income in future years to utilise
income tax benefits and tax loss carry-forwards. Deviations of
future profitability from estimates or in the income tax rate would
result in adjustment to the value of future income tax assets and
liabilities that could have a significant effect on the income tax
expenses.

Withholding taxes arising from the
distributions of dividends

The Group’s determination as to whether to accrue for
withholding taxes from the distribution of dividends from
subsidiaries in the PRC according to the relevant tax jurisdictions
is subject to judgement on the timing of the payment of the
dividend, where the Group considered that if it is probable that
the profits of the subsidiary in the PRC will not be distributed in
the foreseeable future, therefore no withholding taxes were
provided.

Revision of useful lives of plant and
equipment

During the year the Group revised the estimated useful lives of
solar power plant and machinery from 20 years to 25 years to
align with their actual useful lives. The net effect of the changes in
the current financial year was a decrease in depreciation expense
of RMB3,093,000 (Note 14).

4 BRI SETfh A K E w0

(e)

(f)

(9)
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

5 REVENUE AND SEGMENT INFORMATION 5 WHERoHER

(@) Revenue (@ Wz=

Year ended 31 December

BE+-A=+—HLEFE
2017 2016
—E—tF —E—RF
RMB’000 RMB’000

AR%T ARBT T
Restated
Eat

Continuing operations: FEECE TS -
Sales of home photovoltaic system and HEPAXARESRRIEHEE
provision of smart energy service 82 IR IR 75 594,268 13,102
Sales of electricity HES 61,680 28,522
Primary land development business T — ARG B E T
(Note 21) (MfsE21) 241,954 522,289
897,902 563,913
Discontinued operations: B IEER
Sales of doors and windows HEME 41,270
Provision of construction and engineering REEEZRTIERS
services 1,954
43,224
913,725 607,137
The Group has two customers (2016: one customer) with whom REBEMEBEERL(ZT—RF:
transactions have exceeded 10% of the Group’s revenue —H)ETHR S DRI AREB I
respectively, of which one customer is relating to sales of home wmI0%A L E—R R FHEHE
photovoltaic system and the other is relating to primary land FAXKESBEBA ME—HEL
development business. In 2017, revenue from these customers WM—RAEEBER R —+
amounted to RMB741,035,000 (2016: RMB522,289,000). FrREZSEFPFHKRESER/A
Details of concentration of credit risk arising from these R 741,035,000t (=& — < F -
customers are set out in Note 3.1(d). AR 8522 2890007T) ° BRAK B

EERRBAFBH LM FES0) -
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NOTES TO THE FINANCIAL STATEMENTS
Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

5 REVENUE AND SEGMENT INFORMATION

(Continued)

5 WBERDHER @

(b) Segment reporting (b) BEHHESE

The Group manages its businesses by divisions, which are
organised by business lines (products and services). In a manner
consistent with the way in which information is reported internally
to the Group’s most senior executive management for the
purposes of resource allocation and performance assessment,
the Group has presented the following two reportable segments:

—  Primary land development business; and

—  Smart energy and solar energy businesses

Primary land development business refers to the primary land
development and public infrastructure construction business.

No geographic information is shown as substantially all assets,
liabilities, revenue and profit from the operations of the Group are
derived from activities in the PRC.

REERDEERER - oA
EBEMN(EmMRB) R - BT
ARMAEBRSRTREERERN
MEBREHUEDEERREFME
RERANZA  AKECD 2T
FIRMER 2D 8

- ITH-FZRABER R

BERBRRAGERR

T -RRABXRHERELE R
BN REERER-

AEEREXBNRBREBOEE
BE-KEkEMEIRETEE
7 M REINMEDEER -
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

5 REVENUE AND SEGMENT INFORMATION 5 WakaHBER @

(Continued)

(c) Segment results, assets and liabilities c) 2 HEE BEERERE

Smart energy
and solar Primary land
energy development
businesses business Others

BEERERR T —&

INCLE S G Hth
RMB’000 RMB’000 RMB’000

ARET T ARYET T ARET T

For the year ended BZ-Z—t+tH5+=8
31 December 2017 =+—-HLEE
Revenue from external customers  $f9h & P Ut %5 655,948 241,954 15,823 913,725

Reportable segment profit/(loss) 7] 2 5 W B EF,~
after tax (E5#8) 119,185 31,595 (15,292) 135,488

Interest income from bank deposits 48 713 2 7 8. U A

(Note 9) (Pt 5%9) 110 305 195 610
Interest expense (Note 9) FBRAXZ (FI9) (15,195) (4,646) - (19,841)
Depreciation and amortisation e LB (M)

(Note 7) (26,848) (84) (145) (27,077)
As at 31 December 2017 R-E—+4F

+=A=t-AH
Reportable segment assets NERIBEE 1,699,202 753,608 144,820 2,597,630

Additions to non-current segment  FRREIFRB D HEE

assets during the year 269,077 - 219 269,296
Reportable segment liabilites A2 S BAE 1,154,577 667,918 334 1,822,829
For the year ended BE-ZE—-~"E+=A

31 December 2016 =t+—-HLtEE
Revenue from external customers M & F U 25 41,624 522,289 43,224 607,137

Reportable segment profit/(loss) T 2 {5 SRR B %% F,~
after tax (&8) 27,111 34,952 (10,117) 51,946

Interest income from bank deposits 8 17 17 2 F1 B Ut A

(Note 9) (P 3E9) 98 507 28 633
Interest expense (Note 9) F BRI (FIE9) (8,794) (868) — (9,662)
Depreciation and amortisation WE R (P EE7)

(Note 7) (9,587) (163) (3,254) (13,004)
As at 31 December 2016 R-ZB-—RE

+=ZA=+—-H
Reportable segment assets AMERSBEE 510,127 660,723 223,972 1,394,822

Additions to non-current segment  F RN E IR EN D B A E
assets during the year 296,259 605 378 297,242

Reportable segment liabilites A2 {5 W& & 424,955 606,628 56,357 1,087,940
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NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 #E —ZT—+tE+_-_F=+—HIFE

5 REVENUE AND SEGMENT INFORMATION

(Continued)

5 WaksHFER @

d TEHKR DM WE- B
w BEEREEYHR

(d) Reconciliations of reportable segment
revenue, profit or loss, assets and liabilities

Year ended 31 December

BE+-A=1+—HLEE

2017
—E—+F

RMB’000
ARBT R

2016
—E—RF
RMB’000
ARETT

Revenue I =
Reportable segment revenue Al 2 | o WS 913,725 607,137
Elimination of discontinued operations DR IEER (15,823) (43,224)
Consolidated turnover AEEER 897,902 563,913
Profit after tax BRBERER
Reportable segment profit A] 2 R 26 5% A 135,488 51,946
Elimination of discontinued operations HWHE R IEER 238 (1,719
Consolidated profit for the year from REFEREEFNTR

continuing operations R AR A 135,726 50,227
Assets E5E
Reportable segment assets A2y ELE E 2,597,630 1,394,822
Elimination of inter-segment receivables K $8 2 20 RS e W shE (645,706) (122,326)
Consolidated total assets REBERTE 1,951,924 1,272,496
Liabilities =R
Reportable segment liabilities AE2/oIAaE 1,822,829 1,087,940
Elimination of inter-segment payables I 885 > 50 R e S 3B (645,706) (122,326)
Consolidated total liabilities e BELE 1,177,123 965,614
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

6 OTHER GAINS-NET 6 HiWzmFH

Year ended 31 December
BE+-A=1+—BHLEE
2017 2016
—E—tF
RMB’000 RMB’000

AR%T ARBT T
Restated
R

Bargain purchase gain (Note 32) U s (M9 RE32) 25,138
Fair value gains on investment properties WEWERFERE (HTFE15)

(Note 15) -
Government grants BT 48 8L 700
Net gains on disposal of property, HEYE BEMEEKREFRE

plant and equipment = 14
Net foreign exchange losses PE b 5 18 ) 58 (1,061) -
Others Hith 404 1

25,841
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7 EXPENSE BY NATURE

NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

7 BEMHEIEMAX

Year ended 31 December
BE+-A=1+—BHLEE
2017 2016
—E—tF
RMB’000 RMB’000

AR%T ARBT T
Restated
R

Raw materials and consumables R B R R 410,044 5,621
Subcontract costs DB KA 201,053 467,166
Employee benefit expense (Note 8) EERAFAZ (MEs) 45,654 16,109
Depreciation and amortisation T & Ko 5 27,077 13,004
Transportation and travelling expenses By R AR 11,491 2,400
Rental expenses HemX 6,743 1,990
Promotion and advertising expenses BEENHEEMRX 6,496 270
Consulting and legal fees B ERER 5,852 2,211
Bad debt provisions (Note 20) SRR (f95E20) 3,791 —
Auditor’s remuneration 1% 25 B % B

— Audit services —EBZRTE 2,400 2,000

— Non-audit services —EEZRB -
Changes in inventories of finished goods and & AR EEGNTEFEEEH

work in progress 934
Others Hth 6,472
Total cost of sales, selling and distribution SHERAK - SHER DB KT

expenses and administrative expenses R X 42 %E 730,131 518,177
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

8 EMPLOYEE BENEFIT EXPENSE 8 EERAMX

TE -#He MR
& REK A ()

Wages, salaries and allowances
Social security cost (a)
Equity-settled share-based payment

expense (b) HIEF ()

RSB ARD T8

(@) Social security cost

Pursuant to the relevant labor rules and regulations in the PRC,
the Group’s subsidiaries in the PRC participate in defined
contribution retirement benefit schemes (the “Schemes”)
organised by the PRC municipal government authorities whereby
the Group is required to make contributions to the Schemes at
the rate of 18% and 20% of the eligible employees’ salaries. The
local government authorities are responsible for the entire
pension obligations payable to retired employees.

The Group has no other material obligation for the payment of
pension benefits associated with the Schemes beyond the
annual contributions described above.

(b)

Equity settled share-based payments

On 19 January 2017, the Company announced to grant an
aggregate of 11,300,000 share options (the “Options”) under its
share option scheme adopted on 22 November 2011. The
Options entitled the eligible participants to subscribe for up to a
total of 11,300,000 new shares of HK$0.01 each in the share
capital of the Company. The expense arising from share-based
payment transactions recognised during the year as part of
employee benefit expense was approximately RMB1,332,000.

(a)

(b)

Year ended 31 December
BE+-A=+—HLEE
2017
—E—tF
RMB’000

2016

RMB’000
ARBT T
Restated
it

AR¥ T

14,860
1,249

16,109

HERE R

RIFHEBEBS SR ZOER
AEBENTENBEARAZMH
FEWARTHBEASNERHK
FORRAE M E & ([5T81)) - =tk
AEBEZGERREEHS18% R
20% B L R A At MR K e 0T
BAKBEAEERAERRKEESN2
BERKERE-

B bt FE RO AR B TS
o+ 81 A0 B8 A0 R KR A AT SRR B Al
BEREfE-

BEDGEEUROG N

VR IE B X

%

RZZFE—tE—-—AtNLRB AR
AEmMEER=-_ZT——F+—A

ZHHEERMANBRER SR
& #£11,300,000 0% 5 & # ([ 88 &
D BRERETEEKSEE
BFRBEBAQNABRAFHESZ S K
11,300,000 % & A% ™ {8 0.017%5 7T &Y
D - UBRH IR SEENFH
4 A R 1,332,000 7T A F A 1E
BEBEMNAST —HOHER -
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

8 EMPLOYEE BENEFIT EXPENSE (continued) 8 EEEAHAZ@w
(c) Five highest paid individuals (c) EfumEEFAL
The five individuals whose emoluments were the highest in the FR - AEBNAUZRSH AL
Group for the year include three (2016: one) directors whose RERE=M(ZF—RF: —)&E
emoluments are reflected in the analysis shown in Note 37. The E HESHERMETHS T H
emoluments payable to the remaining two (2016: four) individuals B (ZZT—NF O FAFH
during the year are as follows: BHIE R T

Year ended 31 December

BE+-A=+—HLEFE
2017 2016

L —E—RF

RMB’000 RMB’000
AR®T ARBTT

Wages, salaries and allowances TITE& - #Ha kER 3,505
Social security cost *EEREE AL A 43
3,548
The emoluments of the two (2016: four) individuals are within the ZRM(ZE— AT W) &Ea
following bands: AT HIE BT A T #60S

Year ended 31 December

BE+-A=+—HLEE
2017 2016
—E—tF T—RF
RMB’000 RMB’000
A A B

Nil to HK$1,000,000 Z % 1,000,0007% 7T
HK$2,000,000 to HK$3,000,000 2,000,0007% JT % 3,000,000 7T
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

9 FINANCE EXPENSE — NET

9 MERX—FH#

Year ended 31 December
BE+-A=+—HLEE
2017
—E—tF
RMB’000

AR T

Interest income from bank deposits RITFHF B U A
Interest expense incurred BEEMERX (60,802)
Less: interest expense capitalised in the cost & : 5T AZEA O TR A E

of contract work AR BB X 40,961
Net interest expense FERT T (19,841)
Other finance costs H A i & B A @)
Finance expenses — net BMERY —F58 (19,235)

10 INCOME TAX EXPENSE

10 EHEX

2016
—E—RF
RMB’000
ARBF T
Restated
Eit

633

(65,500)

55,838

(9,662)

(9,029)

Year ended 31 December

BE+t-A=+—-BLFE

2017
—E—+tHF
RMB’000
AR¥TR

Current income tax BIERFTIS 74
Deferred income tax EIEFTIS T

LongiTech Smart Energy Holding Limited
00 00000000000 0000000 00OCOGNOGNOSOSOSOS OIS

EERNEZRRERERAT

2016
—ET—RF
RMB’000
ARBF T

Restated
FHit

12,321

12,321



NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

10 AR5 BiRE X @

The tax on the Group’s profit before tax differs from the theoretical AEBBRBEAGANORBEEEBBERBR
amount that would arise using the statutory tax rate applicable to RAEBERBEMNZEZEMEAESHNHE
profits of the consolidated entities as follows: TRAERR)ERR S

10 INCOME TAX EXPENSE (continued)

Year ended 31 December

BE+-A=+—-HLEFE
2017 2016
—E—tF
RMB’000

RMB’000
ARBT T
Restated

E

AR T

Profit before tax RR B AR R 158,054 62,548
At applicable statutory income tax rates WRiEAEATEMSRETE 39,514 15,637
Effect of preferential tax rates BEBENZE (20,449) (1,084)
Bargain purchase gain not subject to tax BB H BB WS = (1,986) (6,285)
Tax losses for which no deferred income tax 3 8 fE 52 3% 3E FT 15 51 & S Y

asset was recognised TIAE 18 8,567 3,950
Recoverable income tax of primary land 4 b — 2% 7 B F 7% ] Uk B

development business Fir 15 5% (3,318) —
Others Hh = 103
Tax charge (Note) BiE X (M E) 12,321

KERBAGANHEL LS A H
m -

The expiry date of the tax effect of unused tax losses is as follows:

Year ended 31 December

BE+-A=+—HLEE

2017
—E—tfF
RMB’000
ARBTFT

2016
—E—RF
RMB’000
ARBET T

Year 2020 —ETFE 1,155
Year 2021 —E-—FE 3,950
Year 2022 —E-FE —

5,105
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

10 INCOME TAX EXPENSE (continued) 10

Note:

Pursuant to the rules and regulations of the Cayman Islands and the British Virgin
Islands, the Group is not subject to any income tax in these jurisdictions.

The statutory tax rate of entities registered in the PRC for the year end 31
December 2017 is 25% (2016: 25%), except for certain subsidiaries entitled to
exemption or preferential rates.

As at 30 November 2017, Hebei LongiTech Cloud Energy Technology Company
Limited (“Hebei Cloud Energy”) was certified as a High-Tech Enterprise of Hebei
Province (A1b& S TR %), effective from 1 January 2017 to 31 December
2019. During the three years, Hebei Cloud Energy will enjoy the preferential
income tax rate of 15% (25% before the recognition).

Subsidiaries operating solar power stations will be exempted from corporate
income tax for the first three years and are entitled to a 50% tax reduction for the
subsequent three years (=& =J#¥) since their respective first revenue-
generating years.

No provision for Hong Kong profit tax was made as the Group’s Hong Kong
subsidiaries did not earn any income subject to Hong Kong profit tax during the
year ended 31 December 2017 (2016: nil).

LongiTech Smart Energy Holding Limited

EERMEZEE

Fri8 % B X )

RERSEHSERRABELESHRAEER
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HEEMAEREEEN R /25%(ZF—
F:25%) METHBRAARLHLZTRE
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RZE—tF+—A=+RH FHLEERM
ERRMEAERAR(GTLEERR]) ERR
RALEASHRMEE EXHBE Tt
F-A-RE_ZFT-AF+-A=+—H
e RZ=FMH AL EEIRE = H15% (5
RAIR25%) EBMEHE -

REEABRETUNMNBLARME B2
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NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

11 EARNINGS PER SHARE 1M BREF
(a) Basic earnings per share (@ BRELXEZR
Basic earnings per share is calculated by dividing the profit BRERBRTIVIERKRARES A
attributable to owners of the Company by the weighted average EIEHEANBUARNFEDBHTE R
number of ordinary shares in issue during the year. ey I EHEEE -

Year ended 31 December

BE+t-A=+—-BLFE

Restated
Elt

Profit from continuing operations KARHEBEAEEFESEE

attributable to owners of the Company BREM(AREF T

(RMB’000) 135,435 49,737
(Loss)/profit from discontinued operation KRR BEABGEDRIEER

attributable to owners of the Company H (E5i8) /% 7

(RMB’000) (AR®FT) (238) 1,719

135,197 51,456

Weighted average number of ordinary BT EBAR INHE 9 &

shares in issue (thousands) (F&) 791,225 624,678
Basic earnings per share (RMB) FRERBF(AREIT)

— Continuing operations —RBREEEEB 0.1712 0.0796

— Discontinued operation —BERIEER (0.0003) 0.0028

0.0824
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

11 EARNINGS PER SHARE (continued) 1M1 BREF @
(b) Diluted earnings per share (b) EREERF

Diluted earnings per share is calculated by adjusting the weighted BRESAEF NDIEEREZE B R
average number of ordinary shares outstanding to assume FEEBEEEKM uﬂ B®g ?7‘ 17
conversion of all dilutive potential ordinary shares. For the year TmIRE IS EE o HE
ended 31 December 2017, the Company had share options. The ET—+tFF+ZA=+— El 1FF J; '
resulting number of shares issued for no consideration is included RNRBIER BIRKE o Bk (& AT
in the weighted average number of ordinary shares as the RIR% D 8B Ty ar A @R hn 4
denominator for calculating diluted earnings per share. There HE  EATESRESENEFR
were no dilutive effect on earnings per share for the year ended o -BE-_Z—XRF+=-A
31 December 2016 as the Group had no dilutive potential =T—HLEFE BREAEETE
ordinary shares. BEBELER BRAMNKZE

+

Nel=7F -
/gﬁ'éa

Year ended 31 December

BE+=-A=1+—HLEFE
2017 2016

—®B-tF T AF

Restated
Ea

Profit from continuing operations attributable 78 A &) % A A FE 15 #5548 &8 &

to owners of the Company (RMB’000) RN (ARET T 135,435 49,737
Loss from discontinued operation ARNRHEEABLERIEED
attributable to owners of the Company HEE(ARKET T
(RMB’000) 1,719
135,197 51,456
Weighted average number of ordinary B 31T T @A I T &
shares in issue (thousands) (F%) 791,225 624,678
Effect of deemed issue of shares under BRAERIE A 2 7] I8 IR &t &)
the Company’s share option scheme for EEETROOZE(TR)
no consideration (thousands) (Note) =) —
Adjusted weighted average number of REE R AL mRETHR
ordinary shares for diluted earnings per IniEFEH s (TIR)
share (thousands) 792,577 624,678
Diluted earnings per share (RMB) EERM(ARE T
— Continuing operations —RBRBEEEB 0.1709 0.0796
— Discontinued operation —BRIEER (0.0003) 0.0028
0.0824
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NOTES TO THE FINANCIAL STATEMENTS

frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

11 EARNINGS PER SHARE (continued)

(b) Diluted earnings per share (Continued)

Note: The number of shares that would have been issued assuming the
exercise of the share option less number of shares that could have
been issued at fair value (determined as the average market price
per share for the year) for the same total proceeds is the number
of shares issued for no consideration.

12 DIVIDENDS

During the year ended 31 December 2017, the Company has not
declared any dividend (2016: nil) to the shareholders of the Company.

13 LEASEHOLD LAND AND LAND USE RIGHTS

1M1 EREF @
(b) EREBERF @

M EEETORNEE ZERRITE
WREREZTORMDEKE B
ERBERAEFERBERRAT
BERR2FERTHTEMNE)
REZERTHORMNBEREH -

12 Hﬁ /%\
REE-FT—tF+-A=t+-ALF

B ARBALERAARERREIREM
BE(ZT—RE: |-

13 HELHR I ERE

Year ended 31 December
BE+-A=+t—-HLEE

2017 2016
—E—+tfF

RMB’000 RMB'000
AR®ET R ARETTT

At 1 January n—AH—H 8,240 6,331
Additions NE — 2,520
Disposal of subsidiaries HEME A A (6,163) -
Amortisation 5 (443) ©11)
At 31 December Rt+-—A=+—8H 8,240
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

14 PROPERTY, PLANT AND EQUIPMENT 14 V¥ BERRZE

Furniture,
Plant and Motor  fixturesand  Construction
Buildings machinery vehicles equipment in progress Total

HE KEBR
BT HBERER "E & ERIR Eh)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTE ARBTT ARETT ARETT AR%TR ARETR

Cost: RA
At 1 January 2016 R-ZT—R"FE—A—H — 3,659 1,294 1,340 10,279 16,672
Acquisitions of subsidiaries WM B2 A 9,202 245,814 205 4,825 - 260,046
Additions NE — 31 1,476 2,611 9,588 13,706
Transfers i 10,279 - - - (10,279) -
Disposals HE 19 (2,391) (383) - - (2,787)
At 31 December 2016 RZE—RF

+-A=+—H 19,468 247,113 2,692 8,776 9,588 287,537
At 1 January 2017 R-_FE—+F—F—H 19,468 247,113 2,592 8,776 9,588 287,537
Acquisitions of subsidiaries WEEH B DA 14,210 208,239 3 2,151 276 224,879
Additions NE 140 4,348 1,551 15,763 6,744 28,546
Transfers i - 309 - 3,216 (3,525) -
Transfer to investment BRELEANE

properties (8,051) - - - - (8,051)

Disposals of subsidiaries HEMNBAR (9,345) 677) (608) (1,417) (4,083) (16,130)
At 31 December 2017 RZT—+F

+-A=1+—H 16,422 459,332 3,538 28,489 9,000 516,781

Accumulated depreciation: Rt E :

At 1 January 2016 R-_E-R"F—F—H - 2,148 1,099 270 — 3,517
Charge for the year FAZH 2,865 8,667 162 692 - 12,386
Written back on disposals HERZR - (152) (40) - - (192)
At 31 December 2016 RZE—REF

+=ZA=+—-~H 2,865 10,663 1,221 962 - 15,711
At 1 January 2017 W-Z—+F—H—H 2,865 10,663 1,221 962 - 15,711
Charge for the year FRXH 333 15,092 504 8,878 - 24,807
Transfer to investment BRELEANE

properties (1,176) — — - - (1,176)

Disposals of subsidiaries HENRBAR (1,730) (315) (585) (280) - 2,910)
At 31 December 2017 RZE—+F

+-A=1+—8H 292 25,440 1,140 9,560 - 36,432
Net book amount: BREFE:
At 31 December 2017 RZE—+F

+-A=1+—H 16,130 433,892 2,398 18,929 9,000 480,349
At 31 December 2016 RZE—RE

+-A=1+—H 16,603 236,450 1,371 7,814 9,588 271,826
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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2017 HZE—=

14 PROPERTY, PLANT AND EQUIPMENT (continued)

(@)

Depreciation expense of RMB14,012,000 (2016: RMB8,786,000)
has been charged to “cost of sales”, and RMB10,795,000 (2016:
RMB3,600,000) to “administrative expenses”.

Pursuant to the relevant pledge contract, certain machineries of
solar power plants with carrying amount of RMB299,136,000
were pledged as securities for the Group’s borrowings (2016:
RMB174,735,000) (Note 26(a)).

Depreciation on property, plant and equipment is calculated
using the straight-line method to allocate their cost to their
residual values over their estimated useful lives. The Group
revised the estimated useful lives of solar power plant and
machinery from 20 years to 25 years to align with their actual
useful lives. The change in accounting estimates was approved
in June 2017 by the chief financial officer and executive director,
and adopted from 1 January 2017.

The table below shows the details of estimated useful lives of
property, plant and equipment before and after 1 January 2017:

14 V¥ BERRKR

(@)

Before 1 January
2017
Estimated useful

i =T o 6 A 5 58

Br} 755 ¥ 2 Bfi 5E

—tE+ZA=t+—HIEFE

& )

WER ARE14,012,00057m( =
T—NF: AR%8,786,0007T) B
WIHERAIFRNE - MITERX
AR #10,795,0007T (ZZF— < F -
A K #3,600,0007T) E #1177
IR -

RIERERFESGO ETEBEE
A A R 299,136,000 7T 89 A 5 4
BEHEBERERER(ZS
— N AR %174,735,000 7T )
(M 5£26(a)) °

ME - BELREFEDRBER
EETE DA A E R F SR A
DHEHEFBEE AKEDHK
W55 HE 3% B Uh N # W 1O fh BT AT £

FHIH20F & 5T /R254F » (£ A 6
ERIEAFH R gt E

HER-T—LENAEE R
BERNTESME 5 -F—
F— B — BERM -

TREIN —_FT-—tF-A—BH
‘Y% BB RREGF AT ERF
HIH) R 15

After 1 January
2017

Estimated useful
lives

—E—+tF
-A—-A#%

1 5t 7 468 A 4 2

lives
—E—+tF
—HB—HHA

Category of property, plant and

equipment
Buildings gF
Plant and machinery B8 55 K2 M A
Motor vehicles B
Furniture, fixtures and equipment RE - KB NKRE

M- BERRBHER

20 years & 20 years &
5-20 years 5-25 years &
5-10 years 5-10 years F

3-5 years & 3-5 years §F

These changes in accounting estimates are expected to reduce
the Group’s depreciation expense and then increase the Group’s
profit before income tax for the year ended 31 December 2017
by approximately RMB3,093,000.

¥

;g
J,Hi |I

=4
H
X

T
&
=]

tFE+ A=+ —HLEFE &

FHbET 2 B A5 R D N & B AT E R
1§i‘ﬂﬂ$%lﬁ$ﬁﬁ BHRAMEMNOAR

s 3,093,000 JC °
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

15

16

INVESTMENT PROPERTIES 15 REW=

Year ended 31 December
BE+-A=+—HLEE

2017
—E—+F

RMB’000
AR¥ T

2016
—E—RF
RMB’000
AR¥T 7

At 1 January n—A—H —
Transfer from owner-occupied property BEXEAMESE T 14)

(Note 14) —
Net gain from fair value adjustment (Note 6) N EAE WS F5E (M 5Ee) -
At 31 December W+=-—A=+—H -
INTANGIBLE ASSETS 16 BEEE

Computer
Goodwill software Total
[EE B EEes Fo
RMB’000 RMB’000 RMB’000
ARET T ARET T ARET T
At 31 December 2016 RZE—XRE
+=—HA=+—H
Cost BRAR 8,822 15,616 24,438
Accumulated amortisation S - () @)
Net book amount REFE 8,822 15,609 24,431
Year ended 31 December 2017 BE-—Z—+t#%
+TZA=+—-HLEFE
Opening net book amount AR F E 8,822 15,609 24,431
Acquisitions of subsidiaries (Note 32) U4 fi# bt /& 2 & (Kt 37 32) 686 536 1,222
Additions NE — 14,649 14,649
Amortisation charge BT E — (1,827) (1,827)
Closing net book amount HREREFE 9,508 28,967 38,475
At 31 December 2017 R-EB—+1&E
+=—BA=+—H
Cost X A 9,508 30,801 40,309
Accumulated amortisation STy — (1,834) (1,834)
Net book amount REFE 9,508 28,967 38,475

LongiTech Smart Energy Holding Limited
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17

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2017 &ZE —=Z—

INTANGIBLE ASSETS (continued)

For the year ended 31 December 2017, amortisation of RMB1,788,000
(2016: RMB7,000) is included in administrative expenses and
RMB39,000 (2016: nil) in selling and distribution expenses.

The Group’s goodwill of RMB686,000 was recognised in the
consolidated balance sheet as a result of the acquisition of Gao Bei
Dian City Guangshuo New Energy Co., Ltd (“Guangshuo”).

For goodwill of RMB8,822,000 arose in connection with Hebei Fakai
Energy Development Company Limited (“Fakai”), the recoverable
amount was determined based on value-in-use calculations. These
calculations use free cash flow projections based on financial forecast
prepared by management covering a seven-year period. Cash flow
beyond the seven-year period are extrapolated using the estimated
growth rate of 5%. The before-tax discount rate of 14% reflects specific
risks relating to Fakai. No impairment is recognised based on the
assessments for the year ended 31 December 2017 (2016: nil).

OTHER NON-CURRENT ASSETS

As at 31 December 2017, the Group’s other non-current assets
represents recoverable value-added tax that is expected to be utilised
after one year.

Br} 755 ¥ 2 Bfi 5E

+FE+ZA=+—HBILFE

BIE F (#&)

HEZ-Z—+tF+-_A=+—HLF
E AR®A1788000T( = F — /N
7,000) B HETATERAS  UEAR
#39,000 L W ST ASHE R 855 X
—E—REF: i)

$§%..Hﬂl%%ﬁ)ﬁﬁﬁ‘ﬁﬁﬁ%ﬁ“ﬁﬁﬁi
BEERBI(RBEDMREEEEAGBSR
E&um?ﬁ = 1\’]AEM686 0007T °

pEN LA EIERAZEEREETAA
([#5]) B @& A R ¥8,822,0007T
mE ATRESBRIEERBEBTERS
FETE -FRAEBENGTEEREREM
E-FHFBRBEBANEBRES REEA
STE - - FHEMNRS R EUS% R EET
BREWETE - BRBIATITER R14% & bt 82
B RAERAENEERKR BHEZ
T—+tF+_A=+—ALFE HE
BEZSTHERRE(ZE—XF:
) o

HARBDEE

RZE—+F+_A=+—H x&H
MEMERDEERBHRN —FRER
MEFEMNEEREEANSE -
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

18 INVESTMENT IN SUBSIDIARIES 18 RHBARIRE
The following is a list of the principal subsidiaries as at 31 December TRINER

—F—tF+=A=+—~8
2017: MEZEMBLAF -

Equity interest

Place of held by the
Name of company incorporation Registered capital Group Principal activities
AR BB =F i 5K 3L it B = it & 2 AEH FEEKR
$E R

Hebei Longitech Cloud Energy The PRC RMB300,000,000 100% Smart energy service
Technology Company Limited

AALEEFMERREZARRAA S E A & #300,000,000 7T 100% & =288 RR

Hebei Fakai Energy Development The PRC RMB300,000,000 100% Smart energy service
Company Limited (“Fakai”)

AL EEIERAZERETAR HE A R # 300,000,000 7T 100% % 2 &R IR
(M8 l)

Zhongneng Hexin Longhua County The PRC RMB10,000,000 100% Operation of solar
Solar Power Generation Company energy station
Limited

MEEMERICHEAGERES H X A R #10,000,0007C 100% =8 K588 3 B b
BEREMERAA

Hebei Yuedu City Construction The PRC RMB120,000,000 100% Public infrastructure
Investment Company Limited construction
(“Hebei Yuedu”)

ALRRE TR IREBER QA H A R % 120,000,000 7T 100% ZRRERNHFZE
(a4t %))

Baoding Qiantai Investment Company  The PRC RMB120,000,000 100% Primary land
Limited (“Baoding Qiantai”) development

RELFREBRAA FE A R % 120,000,000 7T 100% — 4% 0 7 2%
(MREER])

GaoBei Dian City Guangshuo New The PRC RMB125,708,800 100% Operation of solar
Energy Co., Ltd energy station
(“Guangshuo”)

SRETHENEREREETLF FH AR #125,708,800 7T 100% & i& K582 B uh
(M¥al)

Hoboksar Mongol Autonomous County  The PRC RMB10,000,000 100% Smart energy service

Sifang Dianjin Energy Company
Limited ( “Sifang Dianjin™)

MAREBEREOEREN S TESE FH A R # 10,000,000 100% & Z8RRS
BRARAA(MAES])

LongiTech Smart Energy Holding Limited EESNEZERZERERAR
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19 INVENTORIES

20

NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

19 78

As at 31 December
Bt+t=A=+—8
2017 2016
—E—+t5F —E— %

RMB’000 RMB’000
AR T ARBTTT

Raw materials R A4k 7,857

Work in progress R 468

Finished goods UK SR 19,293
27,618

TRADE AND OTHER RECEIVABLES 20 ES R HAMEWRIE

(@ Trade and other receivables in the consolidated balance sheet @ HEEEABEXRANESREM

comprise:

FEW R IR BIE

As at 31 December
W+=—A=+-—H
2017 2016
Bt T—NEF
RMB’000 RMB’000
ARMT T ARBT T

Trade receivables
Tariff adjustment receivables

Provision for impairment (Note 3.1)

Total trade receivables
Notes receivables
Prepayments

Other receivables

H 5 W8 475,845 58,252
EREE Y S E e 44,785 15,952

520,630 74,204
B (HFE3.1) (3,791) —
25 EW NIRRT 516,839 74,204
JFE U =% 712 710
TEfTFRIB 11,980 25,465
H b fE Y F0E 240,024 14,045

769,555 114,424

As at 31 December 2017, the future receivable collection rights
of industrial and commercial distributed power stations and
primary land development business were pledged as securities

RZE—+F+-_A=+—H0 T
EESMHANT I L — H
TR R R IE R R IE M U SRR T

for the Group’s borrowings (Note 26(a). HIRIE B A S B & A R (5

26(a)) °
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

20 TRADE AND OTHER RECEIVABLES (continied) 20 E 5 K H {th FE YR 518 )

(b)  Ageing analysis of trade receivables is as follows: b)) EBFEKFEBORESTOT

As at 31 December
R+=—A=+-—H
2017 2016
—E—tF —E-REF

RMB’000 RMB'000
ARBTR AR®BTT

Within 1 year R—FA 503,106 57,726
Over 1 year —FUE 17,524 16,478
520,630 74,204
Trade receivables are due within 30 to 90 days from the date of BoEWZIBEAERNEHHERLIK
biling. As at 31 December 2017, the trade receivables aged over ZOARNEH -R-_T—+F+ =
1 year amounted to RMB17,524,000 represent tariff adjustment A=+—8 BRE—FUNELEEAR
receivables #17,5624,0007C ) & 5 JE W5 IE 7
(B AL EGRIA -
As at 31 December 2017, impairment of RMB3,791,000 was RZZE—+t&F+-_A=+—"H X
made for doubtful debt (2016: nil). BREEAARES791,000T(ZF
—NEF ).

As at 31 December
W+=—A=+-—H
2017 2016
—E—tF T —NF

RMB’000 RMB'000
ARBTR AR®BT T

Neither overdue nor impaired I @ B glR B 444,824 57,726
Overdue and impaired 2% B R E 3,791 -
Overdue but not impaired i 8B R A 72,015 16,478

520,630 74,204

LongiTech Smart Energy Holding Limited EESNEZERZERERAR
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NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

20 TRADE AND OTHER RECEIVABLES (continued) 20 EZREMEVRIRE @
(b)  (Continued) ) (&)
The ageing of impaired trade receivables is as follows: W EE 5 R W RKIE ) BR B 9 AT a0
T~

As at 31 December
Rt+=H=+—H
2017 2016
—E—tF

—TET—RF
RMB’000 RMB’000
AR®B T ARBTT

.. IS

ARETERBREFGENESE
WK ER R EAMR T E BT

RMB’'000
AR®TT

R=Z—tF—HF—H

90 days to 1 year NRE—F

Movement in the position for impairment of trade receivables that
are assessed for impairment collectively are as follows:

At 1 January 2017

Provision for impairment recognised during the year 4 /A i 220 (8 7 4% 3,791
At 31 December 2017 R=-Z2—t&+=-A=+—H 3,791
(c)  The carrying amount of the Group’s trade and other receivables € AEBESSKEMEWHRENRER

are denominated in the following currencies:

EENA T EME:

As at 31 December
R+=—A=+-—H
2017 2016
—E—+tfF TN

RMB’000
ARBTR

RMB’000
ARETT

HKS BT 849 1,518
RMB ARH 768,706 112,906
769,555 114,424
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

20 TRADE AND OTHER RECEIVABLES (continied) 20 E 5 K H {th FE YR 518 )

(d) As at 31 December 2017, the carrying amounts of trade and 9 RZZT—+tF+=-ZA=+—H0 B
other receivables approximated their fair values. SREMEBRFENERMESEL

NFEREE -

21 AMOUNTS DUE FROM CUSTOMERS FOR 21 EWEFEHNIREAE
CONTRACT WORK

As at 31 December

W+=—A=+-—H
2017 2016
—E-t% T—AF

RMB’000 RMB’000
AR®T ARBTT

Contract cost incurred plus recognised profit — Ff 72 4 & #) B AN AN I 2 #E 3R 3% 7

less recognised losses REEREE 1,199,607 909,365
Less: progress bilings o EE R (699,291) (304,619)
Net balance sheet position for ongoing BEANNFEEAGBRHKNR

contracts 500,316 604,746
Representing: b=
Amounts due from customers for contract work & U & = & 4 T I2 K18 500,316 604,746

o %4

Amounts due to customers for contract work  JEfMf B & 4 TR 7B - —

500,316 604,746

For the year ended 31 December 2017, total contract revenue #HZ=—-"ZFT—+F+_A=+—HILFE B
recognised is RMB241,954,000 (2016: RMB522,289,000) (Note 5(a)). HMRAEHUW A EEE A AR 241,954,000 (=
T —RF: AR¥522,289,0007T) (Ffi5())

22 RESTRICTED CASH 22 ZRFRE
As at 31 December 2017, the Group had restricted cash amounting to R-ZZE—tF+-_A=+—HB &%
RMB1,679,000 (2016: RMB296,000), representing deposits made BAEXZRGIES ARE1679,0007T (=
according to the terms of loan agreements signed between the Group T —KNF: ARM206,0007T) 0 IR IE
and the lenders, whereby the Group is required to deposit the entire AEEBEERAME R HZAIER
loan proceeds into restricted accounts. This restricted cash amount FIEMGER ZEEBELEE2HERMG
can only be applied to finance the fund required for the development of REFAZIRHER, HWZXREHEESS
the designated primary land development business. HEUERBREBNEEEE T —RH

BXBMEESR -
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NOTES TO THE FINANCIAL STATEMENTS

Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

23 CASH AND CASH EQUIVALENTS

24

23 REeERBESEY

As at 31 December
B+=—A=+—H
2017 2016
—E—+tHF —ET—RF

RMB’000 RMB’000
AR®T ARBTT

Cash at bank H|ITFER 107,005 204,935

Cash on hand FHEES 17 102
107,022 205,037

The carrying amounts of the Group’s Cash and cash equivalents are RAREEFMNHE S LIRS EEEEBENUTY

denominated in the following currencies:

A

As at 31 December
R+=—A=+—H
2017 2016
—E—+F —E—RF
RMB’000 RMB’000
ARMT T ARBT T

HKS
usD
RMB

BT
e
AR

109,264
239
95,534

107,022 205,037

DISCONTINUED OPERATIONS

() Description

On 29 June 2017, the Group announced to sell its manufacturing,
processing and sales of doors and windows and provision of
construction and engineering services business, which mainly
consists of Tianjin Lion Window & Door Company Limited and
Dalian Kai Shi Construction & Engineering Company Limited. The
transaction was completed on 4 July 2017. The financial results
of these subsidiaries are reported in the current period as a
discontinued operation. Financial information relating to the
discontinued operation for the period to the date of disposal is
set out below. The statement of profit or loss and statement of
cash flow distinguish discontinued operations from continuing

operations. Comparative figures have been represented.

Annual Report 2017
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

24 DISCONTINUED OPERATIONS (continued) 24 CRIEER @
(i) Financial performance and cash flow i) WERBEAREAERE
information & ¥
The financial performance and cash flow information presented FrEsmagas T —+tF K
are for the years ended 31 December 2017 and 2016: —E-RE+ZA=+—HL

FEMNMBRARBRSREEHR

2017 2016
—E—LtF

RMB’000 RMB’000
ARBTR ARBTT

Revenue (Note 5(a)) U = (P 5E5(0) 15,823 43,224
Expenses 3 (16,544) (41,068)
(Loss)/profit before income tax B P15 7 AT (B518), % F 2,156
Income tax expense RS ’if X (437)
(Loss)/profit after income tax of ERIEEBOBRAEEE

discontinued operation (B18),/ %7 1,719
Gain on sale of the subsidiaries o BB A B —
(Loss)/profit from discontinued operation B # 1 % & i (E518), 3% F 1,719
Other comprehensive income from ERIEEBNHEMBE2EmEA

discontinued operation —
Total comprehensive (loss)/income from B#&IF%&EW2E (EE), K

discontinued operation A#BEE 1,719
Net cash outflow from operating activites &4 2 HaIR & 5 B F 58 (2,524)
Net cash inflow from investing activities HEEBNBRE RN FE

(2017 includes an inflow of (ZZE—+tFEBE—KE

RMB49,541,000 from the sale of HEWBARMARE

the subsidiaries) 49,541,0007T R & 7 A) -
Net increase/(decrease) in cash from RECKRILEKNWRSE M

discontinued operation () ZRE (2,524)
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For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

24 DISCONTINUED OPERATIONS (continued) 24 ERIEE®E @
(iii) Details of the sale of the subsidiaries (i) HEMB A RNFE

2017 2016
—E—+tF —E—RF

RMB’000 RMB'000
ARBT R AR®TT

Consideration received in cash LAIR & WERBY R (B 49,541 —
Carrying amount of net assets sold EHEFEENKRER (49,058) -
Gain on disposal of the subsidiaries HENB DA E —
25 SHARE CAPITAL AND RESERVES 25 AR #E
(a) Share capital (@ B=A
Authorised and issued share capital EEREBITRA

As at 31 December
R+=-—A=+-—H
2017
—E—tF

No. of shares Amount No. of shares Amount
g 4= &8 i 5 2 B Gkl
’000 HK$’000 ‘000 HK$’'000
TR THET T B THET

Authorised: VETE ¢
Ordinary shares of R EE.01IB TN
HK$0.01 each A% 2,000,000 2,000,000 20,000
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

25 SHARE CAPITAL AND RESERVES (continued)

(a) Share capital (continued)

Ordinary shares, issued and fully paid:

2017
—E—tE
No. of
shares Amount

BB &8
'000  HK$'000

25 BAKRREE @

()

RMB
equivalent
£8

N
RMB’000

TR TExT ARBTxR

At 1 January n—H—H 728,440 7,284
Placing of new shares Bt & 7 1% (Kt 5T)

(Note) 190,508 1,905
At 31 December R+-—A=+—H 918,948 CREL)
Note:

(i) On 9 June 2017, 44,820,000 ordinary shares with par value of
HK$0.01 each were issued for the acquisition of Gao Bei Dian City
Guangshuo New Energy Co., Ltd (“Guangshuo”). Consideration
shares of HK$104,879,000 (equivalent to RMB91,426,000) were
issued, of which HK$448,000 (equivalent to RMB390,000) and
HK$104,431,000 (equivalent to RMB91,036,000) were credited to
share capital and share premium account, respectively.

(ii) On 28 September 2017, 145,688,000 ordinary shares with par
value of HK$0.01 each were issued with proceeds of
HK$286,162,000 (equivalent to RMB242,923,000), of which
HK$1,457,000 (equivalent to RMB1,237,000) and
HK$284,705,000 (equivalent to RMB241,686,000) were credited
to share capital and share premium account, respectively.

(iii) On 9 November 2016, 121,000,000 ordinary shares with par value
of HK$0.01 each were issued with proceeds of HK$204,012,000
(equivalent to RMB178,449,000), of which HK$1,210,000 (equivalent
to RMB1,059,000) and HK$202,802,000 (equivalent to
RMB177,390,000) were credited to share capital and share
premium account, respectively.

7,629

(i)

B% 2 (a0
EER CRTHEHE:

Amount  equivalent
ke AR
HK$'000 RMB’000
FEL ARBTL

607,440 6,074 4,943
121,000 1,210 1,069
728,440 7,284 6,002

R—ZZT—+tF~NA LB BT
44,820,0000% & I% ® {E0.01/8 7T ) &
BRAKESBETAENERS
REE2ARATHED  B2ITRER
7104,879,000% JL( 48 & N A R &
91,426,0007T) + H 448,000/ 7t (1H &
» A R #390,0007T ) & 104,431,000/
7T (H8 % % A R #91,036,0007T) 7 Bl &
AR K B 15 5 (B o

R-ZTE—+tF LA+ N8 %17
145,688,000 1% & % M {E0.017%8 7T &Y
@ A% BT 1S 3K 18 A&286,162,0007 TT
(188 W A R #242,923,0007T) © H &
1,457,000/ 7t (A & R A R #1,237,000
7T ) K% 284,705,000 7T (M & N AR
241,686,0007T) 2 Bl 51 A B A8 K A% 19 '

B e

R-ZZ—X&E+— AN A 81T
121,000,000 % & A% ™ {E0.017% 7T &
@ ML BT 1S 3K 7B A204,012,0007 TT
(18 & MW AR ¥178,449,0007T ) * E
1,210,000/ 7T (A8 & 7 A R #1,059,000
JL) 202,802,000 T (18 & R A R ¥
177,390,0007T) 2 Bl 5+ A B& 78} i& 159 4
{;{ °
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For the year ended 31 December 2017 HEZ=ZZ—+tF+-A=+—HIFE

25 SHARE CAPITAL AND RESERVES (continued)

(b) Reserves

(@i

(ii)

Share Premium

The excess of the issued price net of any issuance
expenses over the par value of the shares issued has been
credited to the share premium account of the Company.

Under the Companies Law (Revised) of the Cayman
Islands, the funds in the share premium account of the
Company are distributable to the shareholders of the
Company provided that immediately following the date on
which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as they
fall due in the ordinary course of business.

Statutory reserve

The PRC statutory reserves were established in
accordance with the relevant PRC rules and regulations
and the articles of association of respective companies of
the Group. The PRC companies are required to transfer
certain of their net profits (after offsetting prior year losses),
as determined under the approval by the Board of
Directors, to statutory general reserve.

Statutory general reserve can be used to reduce prior
years’ losses, if any, and may be converted into paid-in/
share capital by issuing new shares to shareholders
proportionate to their existing percentage of equity
interests provided that the balance after such issue is not
less than 25% of the registered capital, and is non-
distributable other than in liquidation.

25 BAK#E @
(b) &

(i)

(i)

iR 10 % B

MR EMBETRR  #1T
BB D %7 mER I
D EFFARR R B A E

REFREHERRIERE
) ARBROEEPHE
A DR T ARBRIR I
EERBRRKERMR K
RAAFER —REHKBRE
hEI B BT o

EIE
ERETERERG FOXR
AR AREBET & QA H A
BMER@ARIPBDEER
W-hBEAREAREESH
JfE P SE B0 R T AE A (HE 35 DA
AFEEBRR)EBELE R
1 o

EE —RERAT AR DA
TEEBR(WME) AAE
BERBERERAIHRAER
B 2 L ) 18 B R 2 1T #T AR
BREHS MK EZEHE
1T 12 BT ) 48 4 D SRR SE I
BARH25% - BRRBEIN
BRARARDIK
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

26 BORROWINGS 26 BE

As at 31 December
Bt+t=A=+—8
2017 2016
—E—+tE —E— %

RMB’000 RMB’000
AR T ARBTTT

Short-term borrowings EHEE
Current portion of long-term borrowings REEENEE D
—Pledged and guaranteed —-BEH KRB ER 36,240 10,000
—Guaranteed —BER 250,000 25,375
286,240 35,375
Long-term borrowings RUPEE
—Pledged and guaranteed (a) —BEEHREERE 638,545 495,639
—Guaranteed (b) —BER((b) 295,000 208,600
933,545 704,239
Less: current portion of long-term borrowings  J& : R Ei & ERIEA L (286,240) (35,375)
647,305 668,864
Total borrowings EEHAHE 933,545 704,239
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For the year ended 31 December 2017 HZE—=

Br} 755 ¥ 2 Bfi 5E

—tFT-A=THLHFE

26 BORROWINGS (continued) 26 58 @)
As at 31 December 2017, the Group’s borrowings were all RZE—+F+-_A=+—H A&EH
denominated in RMB and were repayable as follows: [EEERE(ZHUAREIE DT

Within one year —F R
Between 1 and 2 years —FEWF
Between 2 and 5 years MEZRF
over 5 years AFEE
Total borrowings BEEHE

Notes:
(@) As at 31 December 2017, the Group had secured bank borrowings
amounting to RMB638,545,000. The interest rates of these borrowings
ranged from 5.39% to 7.50% per annum. The borrowings were jointly
guaranteed by the controlling shareholder and his spouse and a fellow
subsidiary under common control of the controlling shareholder. Pursuant
to the relevant pledge contract, certain machineries of solar power plants
with carrying amount of RMB299,136,000 (2016: RMB174,735,000) (Note
14(p)) and future receivable collection rights of certain subsidiaries of the
Company were pledged as securities (Note 20(a)).

As at 31 December 2017, the Group had secured bank borrowing
amounting to RMB295,000,000. The interest rate of this borrowing is 7.00%
per annum. It was jointly guaranteed by the controlling shareholder and
his spouse and a fellow subsidiary under common control of the
controlling shareholder.

As at 31 December
R+=—A=+—H
2017
= i

2016
—INEE
RMB’000
AR®TT

RMB’000
ARBT R

286,240 35,375

46,620 325,450
414,385 169,883
186,300 173,531
933,545 704,239

i -
B\ R 1T B
TL ° % EE B RN T5.30% = 7.50% M) F
FERFE -ZEEERIERBRRERAR
BURERBRRAERZES T —MRAZR
WEARXEREER RIEMEHEER
A4 & TEmEARARM299,136,000

—tF+-A=+—8 £%£H
B A A R ¥638,545,000

T(ZE—R"F : ARMA174,735,0007T)
(M 5E14(0) W KPZRER B EE T
B JB 2 ) B AR 21 L R TE Uk B Ty A
YEHE AR @ (M 5E20(0)) ©

R-_Z—+&HE+-A=+—8 A&EH
BEERLITEE A AR 295,000,000
fco%ﬁﬁ%&mo%mii‘w%%%ogz
f& EEEIT AR A% R I ELERAR - LA&T

HER %‘JTE’]—FﬁH?PﬁE H

REER
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

26 BORROWINGS (continued)

Notes: (Continued)

(i) The Group has the following undrawn borrowing facilities:

26 BE @)
BEsE - (88)

)  AEEBETIRERNEERE

As at 31 December

R+=—A=+-—AH

2017
—E—tF

RMB’000
AR®BTR

2016
—E—REF

RMB’000
ARETTT

R—FREm

Expiring within one year

370,000

(i) The fair values of the Group’s borrowings are not materially different from
their carrying amounts, since the interest rates on those borrowings is
close to current market rates.

(iii) As at 31 December 2017, the Group’s borrowings were denominated in
RMB.

27 RECEIPTS IN ADVANCE

As at 31 December 2017, receipts in advance represent sales
proceeds received from customers in connection with the Group’s
smart energy business. As at 31 December 2016, receipts in advance
represent sales proceeds received from customers in connection with
the Group’s sales of doors and windows business, which has been
disposed in 2017.

28 TRADE AND OTHER PAYABLES

(i) HERZEFEENERREERITHSMNE
AEBREEMNATFERLREELE

BAZR-
iy RZFT—tF+-A=+—80 Xx%£EH
BEAARKEEE-

iy

27 WA

RZE—+F+_A=+—H BER
RERAEEEZHEREBRT P KR
MEEMSRBE - R-_F—-RF+ A
=+ — B BEFREANEEEHEE P
BEXB(R_FT—tFHE)MREEFE
Y B 5 & AT 1S 3008

S

28 EZRHMENE

As at 31 December

R+=RA=+—H

2017
=E—tF

RMB’000
ARBT R

Trade payables
Accruals and other payables
Taxes payable

B 5N RR

e B R R B Al & OB

F& S Wi IR

2016
—E—RF
RMB’000
ARET T

123,534 104,206
63,947 100,335
14,633 6,196

202,114 210,737
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For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

28 TRADE AND OTHER PAYABLES (continued 28 ESRHMEMNAKE @
As at 31 December 2017, ageing analysis of trade payables (including R-_E—+tF+-_A=+—HBH BHE
amounts due to related parties of trading in nature) based on invoice NEBE(eEEBEESMHMENREMNEBES
dates are as follows: RE)ZEZAHNERERI O

As at 31 December
Rt+=HA=+—H
2017 2016
—E—tHF A

RMB’000 RMB’000
AR T ARETTT

Within 1 year —F AR 123,424 102,787

Over 1 year —FEPAtE 110 1,419
123,534 104,206

As at 31 December 2017, the Group’s trade and other payables were RZE—+E+-_A=+—8B K&

denominated in RMB and the carrying amounts of the balances MESREMBENTEIAREESE

approximated their fair values. BHEGEEEREAFERES -

29 DEFERRED INCOME TAX 29 EEREM
(a) Deferred tax assets (@ EXEMRIBEEE
The analysis of deferred tax assets is as follows: BRIERBEE>TWOT :

As at 31 December
R+=—A=+—H
2017 2016
—E2—tF —E—RF

RMB’000 RMB'000
ARBT R AR®TT

Deferred income tax assets: EZEMEBHREE:
Deferred income tax assets to be recovered #% 7> 121@ A R UL [E] B9 IE i 77 15
within 12 months HEE -
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

29 DEFERRED INCOME TAX (continued) 29 EEEMBH w
(a) Deferred tax assets (Continued) (@ EZEREEE @)
The gross movement on the deferred income tax assets is as FELEMSHEEMNBEEHWNT :
follows:

Year ended 31 December

BE+-A=+—-HLEE
2017 2016

—®-tF —B—AF

RMB’000 RMB’000
AR T ARBTTT

At 1 January Wn—A—H -

Bad debt provisions ZIREE -

At 31 December R+=—A=+—H -
(b) Deferred tax liabilities (b) EEHREBEEE

The analysis of deferred tax liabilities is as follows: BRIERBESTWOT :

As at 31 December
R+=—A=+—H
2017 2016
—E—tHF
RMB’000 RMB’000
AR¥T T ARET T

Deferred income tax liabilities: EEFEBHREE :
Deferred income tax liabilities to be #1218 A R Uk B AR IE TS
recovered within 12 months maE -
Deferred income tax liabilities to be 15 PR iR 38 12 18 A 1% Y =l /Y 3R JE
recovered after more than 12 months FBHasE 9,856
9,856
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For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

29 DEFERRED INCOME TAX (continued) 29 BEEMRBH @
(b) Deferred tax liabilities (continued) (b) EZEHREEE @
The gross movement on the deferred income tax liabilities is as FELEMSHEBENBEEHNT :
follows:

Year ended 31 December

BE+-A=+—-HLEE
2017 2016

—B—tF -TAF

RMB’000 RMB’000
AR T ARBTTT

At 1 January ®—HA—H -
Fair value gains on investment properties REYMEANFERZSE -
Fair value adjustments relating to HIWENBE AR BBNATFE

acquisitions of subsidiaries EES 9,856
At 31 December H+=—B=+—8H 9,856
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

30 CASH FLOW INFORMATION 30 HREFREEHR
(a) Cash generated from operations () REXEBRBRS

Year ended 31 December
BE+-A=+—-HLEFE

2017
—Z2—+tF

2016

RMB’000 RMB’000
AR T ARETTT

Profit before income tax from BTHEEMRAMEHARFR
Continuing operations HEELER 158,054 62,548
Discontinued operation (Note 24) B IEETE (f13E24) (238) 2,156
Profit before income tax including BEE R IEEBNBRMGIA

discontinued operation S ] 157,816 64,704
Adjustments for: KRPETIER
Amortisation of leasehold land and land use T8 & + #f & + b {5 FA 42 5 44

rights (Note 13) (MF3£13) 443 611
Depreciation of property, plant and M BELIEEBNE

equipment (Note 14) (FF3E14) 24,807 12,386
Amortisation of other intangible assets Hab & E#E(iE1e)

(Note 16) 1,827 7
Bad debt provisions (Note 20) R (I 5E20) 3,791 -
Gain on disposal of property, plant and HEWE - BEMKBEE®

equipment g 25 - (14)
Gain on acquisition of subsidiaries (Note 6) U 8% [ff & 2 7 &9 U 25 (Mi356) (7,943) (25,138)
Gain on disposal of subsidiaries (Note 24) & M & 2 7 U zs (i 3k 24) (483) -
Fair value adjustments to investment "EYMEN RN FEAE

properties (Note 15) (FF3E15) (2,125) -
Equity settled share-based payment WS EE ARG I FRE

expenses (Note 8) 2 (ffsE8) 1,332 -
Deferred income from government grants 3k B B # B 89 IR & U A

(Notes 6) (Ff7E6) (107) (90)
Finance expenses (Note 9) A& = (M1EE9) 19,235 9,029
Foreign exchange losses on operating EEHEKEENEER

activities (3,717) (2,154)
Changes in working capital EEEXEEH
Increase in inventories FEEM (21,931) (2,173)
Decrease/(increase) in amount due from BREFEHIRIAERL

customers for contract work (38 ) 104,430 (213,590)
Increase in trade and other receivables B 5 K E b & U 5K IE 1S N (554,625) (23,111)
Increase/(decrease) in trade and other B 5 REMENRIARL M

payables CRLA) 12,393 (15,210)
Cash used in operations CEFTARE (264,857) (194,743
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For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

30 CASH FLOW INFORMATION (continued) 30 REREEH @)
(b) Net debt reconciliation (b) EXFHEEEK

Year ended 31 December

BE+-A=+—HLEFE
2017 2016

—E—tF —E—RF

RMB’000 RMB'000
AR®ET R AR®ETT

Cash and cash equivalents HWELBEEEY 107,022 205,037
Restricted cash Z PR HIIR & 1,679 296
Borrowings — repayable within one year BE-R—FREE (286,240) (85,375)
Borrowings — repayable after one year BE —RN—F&EE (L)) (668,864)
Net debt B HAR (824,844) (498,906)
Cash and cash equivalents ReRBEEEY 107,022 205,037
Restricted cash SR HIIR & 1,679 296
Gross debt — fixed interest rates E5EsE - BEENEX (535,000) (300,000)
Gross debt — variable interest rates BEREE — FHH X (398,545) (404,239)
Net debt B F5E (824,844) (498,9006)
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For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

30 CASH FLOW INFORMATION (continued) 30 REREE R @)
(b) Net debt reconciliation (continued) (b) B FELHER @

Liabilities from financing
Other assets activities
Hitt & & HREZHNER
Cash and Borrowings  Borrowings
cash Restricted  due within due after

equivalents cash 1 year 1 year Total
BeR R—FR R—F#
REZEY ZREARE BEE HEE 5t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETRE ARBTE ARMTR ARETR

Net debt as at RIB-XKE
1 January 2016 —A—BH
BEXFE 158,518 251,015 (220,000) (300,000) (110,467)
Cash flows BensE 48,673 (250,719) 220,000 (188,477) (170,523)
Acquisitions — borrowings W B — (£ & — — — (215,762) (215,762)
Foreign exchange e
adjustments (2,154) — — — (2,154)
Other non-cash movements  E #f JE35 & & — — (35,375) 35,375 —
Net debt as at R-ZFE-—XRE
31 December 2016 +=ZA=+-8#
B EE 205,037 296 (35,375) (668,864) (498,906)
Cash flows BenE (94,298) 1,383 35,375 (129,481) (187,021)
Acquisitions — borrowings Wi — £ & - - - (135,200) (135,200)
Foreign exchange b 3, 58 2
adjustments (3,717) — — — (3,717)
Other non-cash movements  E i 335 & & B) — — (286,240) 286,240 —
Net debt as at R-ZFE—+tF
31 December 2017 +=ZA=+—-8W
BEFE 107,022 1,679 (286,240) (647,305) (824,844)
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For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

31 COMMITMENTS 31 &iE
(a) Capital commitments () EAXREIE
As at 31 December
R+=A=+—H

2017 2016
—E—tF

RMB’000 RMB’000
AR T ARBTTT

Contracted but not yet incurred EETHERE A

(b) Operating lease commitment (b) REHERIE
The future aggregate minimum lease payments under non- BREAATHIESCEHEN R KR
cancellable operating leases are as follows: EEEMNREFENOT

As at 31 December

R+=—A=+—H
2017 2016
—F-—tF —FRAE

RMB’000 RMB'000
ARBT R AR®BTT

Within 1 year —F R 8,354
After 1 year but within 5 years —FHERFR 11,668
20,022
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For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

32 BUSINESS COMBINATIONS

During the year ended 31 December 2017, the Group acquired several
solar power plants and one electricity distribution network company.

(@ In June 2017, the Group completed the acquisition of 100%
equity interest in Guangshuo for a consideration of
RMB91,426,000 (based on the market value of the date). The fair
value of the identifiable net assets in Guangshuo on the date of
the acquisition was RMB94,829,000. The excess of fair value of
identifiable net assets over the consideration is credited to other
gains-net (Note 6). The principal activity of Guangshuo and its
subsidiaries is development and operation of solar power plant,
with an aggregate installed capacity of approximately 23.51MW.

(b)  In November 2017, the Group completed the acquisition of
100% equity interest in Hoboksar Mongol Autonomous County
Sifang Dianjin Energy Company Limited (1 5e B 5 &5 B8 %
075 EaEERER AR (“Sifang Dianjin) from a third party for a
consideration of RMB6,000,000. The fair value of the identifiable
net assets in Sifang Dianjin on the date of the acquisition was
RMB12,500,000. The excess of fair value of identifiable net
assets over the consideration is credited to other gains-net (Note
6). The principal activity of Sifang Dianjin is development and
operation of electric power project.

32 ¥ 60t

RBE-_Z—tF+-_A=+—RHIF
B AEBEREZELGREEEER—
BEEAAT -

@ RZZE—+tFXA AEEERY
KREZBREOUE REAAR
#01,426000 T (A& B mEAHE
) o RUHE R I & A B
FAERNFERARE829,000
TeAl BB FEEQAFEBLARE
et A H A Ug 25 F 58 (KT sE6) »
KERENBAREEEK AR
B REBABGREE  BERR
S #2351 F »

b) RZT—tF+—A xEBETK
ME-ZHFKRBAHRRZERR S E
ABEMN A ERRERAR AR (M

B2 2HRE REAARKE
6,000,0007T c A UsHE H AR - M5 &
CHAHEMNFEEATEAAR
#12,500,0007T ° A] &% R/ FE E A
FEBENREDS A MY
FRE(KEE) WA EEEZER
AAEREEENER
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NOTES TO THE FINANCIAL STATEMENTS
Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

32 BUSINESS COMBINATIONS (continued) 32 ¥B &0 wm
(c) Details of the purchase consideration, the net assets acquired c WERE FMEEEEFELREE
and goodwill are as follows: EA-RUNNE

Guangshuo Sifang Dianjin Total

J e mEEE Bt

RMB’000 RMB’000 RMB’000
ARETT ARETIT AR®TR

Purchase consideration W R E
Placing of new shares (Note 25(a)) B2 3% 3 i% {5 (Fff 5= 25(a)) 91,426 - 91,426
Cash (not yet paid) e (MR — 6,000 6,000
91,426 6,000 97,426

Recognised amounts of EWBAIHENEERE &

identifiable assets acquired EEENCERLE

and liabilities assumed
Provisional fair value: HAE G /NS Y [
Cash and bank balances e MIRTTHE B 5,450 - 5,450
Property, plant and equipment ME - WENLEE 136,226 88,653 224,879
Intangible assets | EE 751 471 1,222
Available-for-sale financial assets ~ AJ it HE £ g & &= 6,380 — 6,380
Inventories FE 33 — 33
Receivables JiE U 5k 1B 85,103 2,321 87,424
Payables & 3R1B (6,157) (76,778) (81,935)
Borrowings B (135,200) - (185,200)
Deferred tax liabilities RERIEE G - (2,167) (2,167)
Others EHih 1,243 - 1,243
Total identifiable net assets AR EEFEASE 94,829 12,500 107,329
Non-controlling interests FE% IR an (1,960) - (1,960)
Bargain purchase recognised in RIGABERRERNZEE

the consolidated statement of U B (Bt 5E)

profit or loss (Note) (1,443) (6,500) (7,943)

91,426 6,000 97,426

Inflow of cash to acquire KEBEXNESRA A

business, net of cash acquired KB AR &

— cash consideration —BeRE — - -

— cash in subsidiaries acquired ~ — A B AT HIR S 5,450 - 5,450
Cash inflow on acquisition W BE 8938 & % 5,450 - 5,450
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 #HZ= —

32 BUSINESS COMBINATIONS (continued)

(c)  (Continued)

Note: The main reason giving rise to the bargain purchases of
Guangshuo and Sifang Dianjin was the fact that the present value
of net cash inflow during the life of the plants and machinery
acquired exceeded the total considerations paid.

Revenue and profit contribution

The revenue and net profit included in the consolidated statement of
profit or loss since June 2017 contributed by Guangshuo was
RMB17,750,000 and RMB4,066,000, respectively. If the acquisition
had occurred on 1 January 2017, the consolidated pro-forma revenue
and net profit of the Group including Guangshuo for the year ended 31
December 2017 would have been RMB916,733,000 and
RMB117,657,000, respectively.

The revenue and net profit included in the consolidated statement of
profit or loss since November 2017 contributed by Sifang Dianjin was
RMB5,370,000 and RMB3,510,000, respectively. If the acquisition had
occurred on 1 January 2017, the consolidated pro-forma revenue and
net profit of the Group including Sifang Dianjin for the year ended 31
December 2017 would have been RMB900,010,000 and
RMB135,957,000, respectively.

Each of the pro-forma revenue and net profit of the Group derived from
the acquisition of Guangshuo and Sifang Dianjin is for illustrative
purpose only and does not necessarily reflect the Group’s revenue and
operating results if the acquisition had been occurred on 1 January
2017 and could not serve as a basis for the forecast of future operation
results.

—tFt+-A=1—-HLFE

32 ¥%E0w

M :slEkBERmTEeAEEBEN
TERARMEERE ST
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BREEBHENHBRE-

I 2= & ot A & ’f
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NOTES TO THE FINANCIAL STATEMENTS
Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

33 ASSETS PLEDGED AS SECURITY 3B EEHEEEAERA

The carrying amounts of assets pledged as security for borrowings are:

ERFEEEERRNEENEREER:

Year ended 31 December
BE+t=-A=+—-HLEE

2017
—Z2—tF

2016

RMB’000
ARBTR

RMB’000
ARETT

RITEE

KB BE 3 BRI
EUREFAEHITRERNA
B 5 WA

Bank borrowings

Machineries of solar power plants

Amounts due from customers for contract work
Trade receivables

299,136 174,735
500,316 604,746
56,334 18,657

34 RELATED PARTY TRANSACTIONS 34

Parties are considered to be related if one party has the ability, directly
or indirectly, control the other party or exercise significant influence over
the other party in making financial and operation decisions. Parties are
also considered to be related if they are subject to common control.
Members of key management and their close family member of the
Group are also considered as related parties.

(@) Significant transactions with related parties

BELTXS

M- BN EEAMEEES S — Tk
EELHHREERREH S — TN
BEAFE NEITREREMBE -}
REGHERETHRAMEES AKEEX
BEBAEBREHEHBAREZINRERE
MR DEETT

(@ HBEFNEARS
Year ended 31 December
BE+-A=+—HLEE

2017
—B—t%

2016

RMB’000
ARBT R

RMB’000
ARETT

Funds received from fellow subsidiaries

under common control of the controlling
shareholders

Funds received from a fellow subsidiary
under common control of an executive
director

Funds received from parent company

Funds received from directors

Sales of goods or services
Purchases of goods or services

fem B R AR TR &

MEBARDEBES
81,583

W—RRTEEEREHTH

BARERMNEBEAFRSE:
QRN EES 12,474
REZREES 50
HEE MR 14,784 7,800
BEERERE 356,727 6,128
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

34 RELATED PARTY TRANSACTIONS (continued) 3L BMEFRZ mw

(a) Significant transactions with related parties (@ HBEFNEARSZ @
(Continued)
As at 31 December 2017, bank borrowings of RMB933,545,000 R-ZE—+tF+-_A=+—H &
(2016: RMB704,239,000) were jointly guaranteed by the 1718 B A R % 933,545,000 T (=&
controlling shareholder and his spouse and a fellow subsidiary —NEF: AR #704,239,0007T) A
under common control of the controlling shareholder (Note 26). EREREREREBAR —BSE

REELRZHNRZNE QA
HEER (MsE28) °

(b) Key management compensation (b) EEEEE H M

Year ended 31 December
BE+-A=+—HLEE

2017 2016
—Z2—tF

RMB’000 RMB’000
AR®T ARBTT

Wages, salaries and allowances TITE& - %< kER 5,366
Social security cost e REE AL AR A 19
Share-based payment LARE 15 32 4 B9 3k 18 -

5,385
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NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

34 RELATED PARTY TRANSACTIONS (continued) 3L BMEFRZ mw

(c) Outstanding balances with related parties

c) HBESTHNREERSER

As at 31 December

R+=—A=+8H

2017
—E—tF

RMB’000
AR T

2016
TR
RMB’000

ARET 7

Amounts due from: FEW LT FROE -
Parent company NS 2,684
A fellow subsidiary under common control ~ — {7 #117&E = H R H T8 —
of an executive director SIS PAG] 7,800
Fellow subsidiaries under common control 12 B% % 58 £ R 42 6| T &9 — & A
of the controlling shareholder AMB AT -
10,484
Amounts due to: BT RIE:
Parent company A A] 274
Directors = 55
A fellow subsidiary under common control ~ —fiz #1758 £ £ RE 2 T A
of an executive director —MRRWER A -
Fellow subsidiaries under common control 1% A% i% 58+ [l 4% &) T 89 — [
of the controlling shareholder CEN PPN 101,916
102,245
Loans from: BXRXRE:
A fellow subsidiary under common control % B A% B2 2L [7) #5 & T~ 59 — & A
of the controlling shareholder ES N NS 208,600

ENEZ BRARAKRBEINFALR
28 BERIMEETEERHAR -

Payables due to directors, the parent company and other related
parties are interest free, unsecured and have no fixed terms of
repayment.
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

35 BALANCE SHEET AND RESERVE 35 KRN EEEBRKH
MOVEMENT OF THE COMPANY H & B
(a) Balance sheet of the Company (@ ARANEERER
As at 31 December
R+=A=+H

2017 2016
—E—+F

RMB’000 RMB'000
ARBTR AR®BTT

Assets BE

Non-current assets FkRBEE

Property, plant and equipment ME - BB REE 184

Intangible assets EREE 1

185

Current assets REEE

Trade and other receivables B 5 Kk E b fEWKIA 456,852 66,568

Cash and cash equivalents HeRESEEY 32,207 107,372
489,059 173,940

Total assets EEHAE 489,607 174,125

Equity and Liabilities ERRAE

Equity attributable to equity AT ERRREGESR

shareholders of the Company

Share capital A% 2 7,629 6,002

Reserves & 525,716 197,049

Accumulated losses 25TEE (44,075) (29,377)

Total equity EZEE 489,270 173,674

Liabilities a&

Current liabilities mEEE

Trade and other payables B 5 M H M EMRE 451

Total liabilities EEHEE 451

Total equity and liabilities EEREEAE 489,607 174,125

The balance sheet of the Company was approved by the Board ARNRMNEEBBRRR-_Z—N\F=A

of Directors on 29 March 2018 and was signed on its behalf; —thBEgEEESWHE TR TIES

REREZE-
Wei Qiang Liu Zhengang
A 23 Rl
Director Director
EFE EF
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NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

35 BALANCE SHEET AND RESERVE 35 KRN EEEBRKH
MOVEMENT OF THE COMPANY (continued) HEEH
(b) Reserve movement of the Company (b) &A= TW#EEE

Accumulated
losses Reserves

RIBR iR
RMB’000 RMB'000
ARBT T ARETT

At January 1, 2016 R-E—XE—HF—8 (17,754) 16,262
Loss for the year FAEE (11,623) -
Other comprehensive income Hih2EKA - 3,397
Share premium from placing of new shares it & 7 J& 15 B% 15 & (B
(Note 25(a)) (P 5 25(2)) 177,390
At 31 December 2016 R-ZBE-XNE+=-A=+—8H (29,377) 197,049
At January 1, 2017 R-E—+%—F—8 (29,377) 197,049
Loss for the year FAEBE (14,698) -
Other comprehensive loss Hip 2wk A — (4,055)
Share premium from placing of new shares  fid & ¥ % 170 B% 17 % (B
(Note 25(a)) (M 3£ 25(a)) 382,722
At 31 December 2017 R-ZB—+tFE+=-A=+—H (44,075) 525,716
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

36 FINANCIAL INSTRUMENTS BY CATEGORY 36 Rt T BEEA
(a) Financial assets (@ sMEE

31 December 2017
—E—+tH¥+=-H=+—H
Available-for-

Loans and sale financial

receivables asset Total
EXRER A HE

FE WK 1E SREE st

RMB’000 RMB’000 RMB’000

AR¥T T ARMT T ARMT T

Trade and other receivables B REMERRKE 757,575 757,575
Restricted cash Z R & 1,679 1,679
Cash and cash equivalents ReLBEEEEY 107,022 107,022

866,276 866,276

31 December 2016
—E—RF+=-A=+—H
Loans and Available-for-sale
receivables financial asset Total

EHRE A4
MR SRAE st
RMB’000 RMB’000 RMB’000
ARBFR  ARBTFE  ARETR

Available-for-sale financial assets 7] fit & & b & &= - 3,000 3,000
Trade and other receivables 5 KHE M ERRE 88,959 — 88,959
Restricted cash 2R HI3R & 296 — 296
Cash and cash equivalents BEhBEELEEY 205,037 — 205,037

294,292 3,000 297,292
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NOTES TO THE FINANCIAL STATEMENTS
frt 55 3R 2% Bfd 5

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

36 FINANCIAL INSTRUMENTS BY CATEGORY 36 TR ITEE @

(Continued)

(b) Financial liabilities b) EREE

Financial Financial
liabilities at liabilities at
amortised cost amortised cost
REBERADIE R HKAT R
Wemas NemaE

31 December 31 December
2017 2016
—E—tF —E—RF
+t=A=+-8B +-A=+-§
RMB’000 RMB’000
AR®T T ARBT T

Trade and other payables B 5 R E A ENRIA 187,481 204,541
Borrowings =R 933,545 704,239
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HE—T—+F+ A =+—HILFE

37 BENEFITS AND INTERESTS OF DIRECTORS 37 EEHREA R E =R

BEEZENHFHET

The remuneration of every director is set out below:

Chairman
Mr. Wei Qiang (Note i)

Executive directors:
Mr. Liu Zhengang (Note i)
Mr. Wang Hui (Note i)

Ed:3
Mgt (Hat1)

HTES:
BRI ED)
TR (M)

Mr. Li Haichao (Note i) 088 & (i 5E0)
Ms. Zhen Xiaojing (Note i) T 1 (M)
Non-executive director: FHITEE:

Mr. Wei Shaojun (Note i) BOB L4 (M)
Independent non-executive BYFHTES:

directors:

Mr. Han Qinchun BRELE

Mr. Wong Yik Chung, John BEERLAE

Mr. Han Xiaoping BEFRAE

Total i

LongiTech Smart Energy Holding Limited

ik
RMB’000
AR®TR

Year ended 31 December 2017
BE-Z-—t5+-A=t-HLEE

Other emoluments

Employer’s

contribution to

a retirement

Salary benefit scheme

7
RMB’000
ARB TR

RAKER 5B
HETHZ
RMB’000
ARBTR

EERMNEZERZERERLF

paid or receivable
in respect of
director’s other
services in
connection with
the management
of the affairs of the
Company or its
subsidiary
undertaking

(Note iii)
RESRUBHE
BADRSEKE
A RNE AR T
ERSRERHEML
A ED)
RMB’000

ARBT R

A5t
RMB’000
ARBTR




NOTES TO THE FINANCIAL STATEMENTS
Br} 755 ¥ 2 Bfi 5E

For the year ended 31 December 2017 HE=—FT—+F+=—A=+—HIFE

37 BENEFITS AND INTERESTS OF DIRECTORS 37 EEHEAREDR @

(Continued)

Year ended 31 December 2016
NETZRA=+—-BLLEE
Other emoluments
paid or receivable
in respect of
director’s other
services in
connection with
the management
of the affairs of the
Employer's Company or its
contribution to subsidiary
a retirement undertaking
benefit scheme (Note iii
REFRUEFH
NI ®=

=
=

]

kA &  WEIEX LEACE) st

RMB’000 RMB'000 RMB’000 RMB’000 RMB'000
ARETTT AR®TT ARETT ARETTT AR®TTT
Chairman IE
Mr. Wei Shaojun ROERLE - - - - -
Executive directors: HITES:
Mr. Wei Qiang RexH - 2,396 3 - 2,399
Mr. i Haichao FEHEE - - - - -
Ms. Zhen Xiaojing BRFaL - - - - -

Independent non-executive BUHTES:

directors:
Mr. Han Qinchun BEREREL 214 _ _ _ 214
Mr. Wong Yik Chung, John BEREA 214 - _ _ 214
Mr. Li Chun FEEE 107 - - - 107
Mr. Han Xiaoping BELLE 109 - — _ 109
Total Bt 644 2,396 3 - 3,043
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NOTES TO THE FINANCIAL STATEMENTS
Hr} 755 ¥ 2% Bl 5E

For the year ended 31 December 2017 HEZ=Z—+tF+-A=+—HIFE

37 BENEFITS AND INTERESTS OF DIRECTORS 37 EEM&E A & # = @)

(Continued)

Note i: On 29 June 2017, Mr. Wei Qiang was appointed as Chairman of the s R-ZT—+FERA-+NB 2wk

Board of Directors of the Company and Mr. Wei Shaojun resigned as
Chairman of the Board of Directors of the Company and was appointed
as non-executive director of the Company. Mr. Liu Zhengang and Mr.
Wang Hui were appointed as executive directors of the Company and
Mr. Li Haichao and Ms. Zhen Xiaojing resigned as executive directors of
the Company.

Note ii:  On 30 August 2017, Mr. Wang Hui resigned as executive director of the
Company.

Note iii: These represent the estimated value of share options granted to the
directors under the Company’s Share Option Scheme. The value of
these share options is measured according to the Group’s accounting
policies for share-based payment transactions as set out in Note
2.19(b), includes adjustments to reverse amounts accrued in previous
periods where grants of equity instruments are forfeited prior to the
vesting date. The details of these benefits in kind, including the principal
terms and number of options granted, are disclosed in Note 8.

EVENTS AFTER THE REPORTING PERIOD

(a) Share options

On 26 January 2018, the Company announced to grant an
aggregate of 30,418,440 share options under its share option
scheme adopted on 22 November 2011. The options will entitle
the eligible participants to subscribe for up to a total of
30,418,440 new shares of HK$0.01 each in the share capital of
the Company, representing approximately 3.31% of all the shares
in issue as at the date of the announcement.

(b) Rights issue

On 21 March 2018, the Company completed the rights issue on
the basis of one rights share for every two shares held on the
record date (the”Rights Issue”). 459,474,000 shares were issued
at a subscription price of HK$1.2 per rights share with net
proceeds of approximately HK$549,000,000 have been raised.

EEZERARAEFGERE M
PEEERFANRETGEIELE
ZERERFFNITES - SIIRMAIL
ERIEALEZEIRARANITE
= MEEHEERBEFLLRME
RRARITES -

RZZE-—tF/\A=+8 FELE
BRERRANITES -

Z IR AEAR IR AR A ) B A R A B
FTARREEBERENGHEE %
S B E R IR M 5E2.19(0) FT
AREBEBUABRND XN SO EFTEK
RetE ERYBEHMHAERETA
R BT ROL YA RET R B E 2 E A
HE -ZEZEVMNR(BERHEBR
RN T EERLEE)NFBERMES
PR -

38 MEHEREE
(2 BRE

RZE—N\F—AZ+H AR
AEhm BRER-_T——F+—
AZ+Z—HHEMAERESE
A 30,418,440 BE R HE - 52 &
BRESE TARAENREAR
AN AR A F £ % & 30,418,440 %
EREEOIBITNHKND  HE
REMABEABEBITRMHOL
3.31% o

HK

R-ZE-NE=A=-+—H K
AR BEEEEMBRR
19 M B — % IR AR 17 B B E SR K
R ([ 4 A% 1) » 459,474,000 B% A%
MERBESRHERBRRKRH1.2E
BT KRESHBREFEY
549,000,000 7T °

RIERBRAT
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FINANCIAL SUMMARY
Hrl 55 ek 22

CONSOLIDATED RESULTS meXE

A summary of consolidated results and of the assets, liabilities and equity of AEEBEFREAVREE 2 GALEURE
the Group for the last five financial years is set out below: E -BEREZBESHINAT

Year ended 31 December
BE+=-—A=t—HILEE
2013 2014 2015 2016 2017
ZE—=F ZZEWOF ZT—HF ZT—F —ZE—tF

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTIT ARETT AR®TIT ARETRT AR¥TxR
Restated
Ealt

Turnover HER 100,908 61,828 324,168 563,913 897,902
Income tax expense Frig8 iz i (9,612 (3,696) (6,446) (12,321) (22,328)
Profit for the year F[E 5 6,290 (70,164) 12,976 51,946 135,488
Attributable to: AT AL
Shareholders of PIN/NEET B3 g
the Company 6,290 (70,164) 12,976 51,456 135,197
Non-controlling JEERER
interests — — — 490 291
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FINANCIAL SUMMARY
frt 75 16k =2

CONSOLIDATED ASSETS, LIABILITIES AND HeEEE BERkER
EQUITY

As at 31 December
R+=—A=+-—8H
2013 2014 2015 2016 2017

—T—= —ET—NFE —ZT—FHF T — X —E—LF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AR®TT AR®TT AR®TT AR%®TxR

ASSETS BE

Non-current assets IERBEE 251,666 19,161 24,386 317,375 547,537
Current assets mENEE 660,218 752,544 823,483 955,121 1,404,387
Total assets BEME 911,884 771,705 847,869 1,272,496 1,951,924
LIABILITIES =

Non-current liabilities EREBEE 50,366 - 300,000 681,320 662,352
Current liabilities mEAaE 531,381 506,265 477,305 284,294 514,771

Total liabilities BERE 581,747 506,265 777,305 965,614 1,177,123

EQUITY i
Total equity attributable NN S8
to shareholders of B
the Company 330,137 265,440 70,564 306,882 773,587

Non-controlling interests JEPE AR RS — — — — 1,214
Total equity = B R 330,137 265,440 70,564 306,882 774,801
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