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ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2019

FINANCIAL HIGHLIGHTS

* Revenue for the Year was approximately RMB27,182 million (2018: approximately
RMB26,948 million), representing an increase of approximately 0.9% over last year.

*  Gross profit for the Year was approximately RMB3,393 million (2018: approximately
RMB3,235 million), representing an increase of approximately 4.9% over last year.

* Profit attributable to the owners of the Company for the Year was approximately
RMBS561 million (2018: approximately RMB413 million), representing an increase of
approximately 36.0% over last year .

e Basic earnings per share for the Year amounted to RMBO0.51 (2018: RMBO0.37).

* The Board proposed to declare a final dividend of HKDO0.084 per share for the Year
(2018: HKDO0.066), which will be subject to shareholders’ approval at the Annual
General Meeting, representing a total distribution of approximately HKD92.7 million
(2018: approximately HKD73.1 million) for the Year.

ANNUAL RESULTS

The board (the “Board”) of directors (the “Directors” or each the “Director”) of Chaowei
Power Holdings Limited (the “Company”) is pleased to announce the audited financial results
and financial position of the Company and its subsidiaries (collectively, the “Group”) for the
year ended 31 December 2019 (the “Year”) together with the comparative figures for the year
ended 31 December 2018. These financial results have been audited by Deloitte Touche
Tohmatsu, Certified Public Accountants and reviewed by the audit committee of the Company
(the “Audit Committee™).



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2019

Revenue

Cost of sales

Gross profit

Other income and other gains
Distribution and selling expenses
Administrative expenses

Research and development expenses
Other expenses and other losses

Impairment losses recognised, net of reversal

Finance costs
Share of result of joint ventures
Share of result of associates

Profit before tax
Income tax expense

Profit for the year

Other comprehensive income (expense):

Items that may be reclassified subsequently to

profit or loss:

Exchange differences on translation of financial

statements of foreign operations
Fair value (loss)/gain on receivables

measured at fair value through other

comprehensive income (“FVTOCI”)

Fair value loss on equity instrument at FVTOCI

Other comprehensive income (expense)
for the year, net of income tax

Total comprehensive income for the year

Profit for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income for the year
attributable to:
Owners of the Company
Non-controlling interests

Earnings per share
— Basic and diluted (RMB)

Notes
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2019 2018
RMB’000 RMB’000
27,181,732 26,948,237
(23,788,459)  (23.712,969)
3,393,273 3,235,268
308,880 274,231
(828,010) (917,817)
(632,801) (630,693)
(797,570) (884,914)
(62,957) (45,865)
(232,449) (88,126)
(300,642) (336,478)
(29,917) (12,132)
(12,321) (15,765)
805,486 577,709
(298,831) (200,202)
506,655 377,507
2,552 (1,690)
(5,638) 9,051
(8,922) -
(12,008) 7,361
494,647 384,868
561,340 412,714
(54,685) (35,207)
506,655 377,507
549,332 420,075
(54,685) (35,207)
494,647 384,868
0.51 0.37




Notes

NON-CURRENT ASSETS

Property, plant and equipment

Right-of-use assets

Prepaid lease payments

Investment properties

Goodwill

Intangible assets

Interests in joint ventures

Interests in associates

Equity instruments at FVTOCI

Loan receivables

Deferred tax assets

Prepayments and other receivables

Amounts due from related parties

Deposits paid for acquisition of property,
plant and equipment

CURRENT ASSETS

Prepaid lease payments
Inventories
Loan receivables
Trade receivables 9
Receivables at FVTOCI 10
Prepayments and other receivables
Amounts due from related parties
Financial assets at fair value through
profit and loss (“FVTPL”)
Restricted bank deposits
Bank balances and cash

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2019

2019 2018
RMB’000 RMB 000
4,991,116 4,991,790

494,736 -
- 458,976

42,318 42,327
49,447 49,447
288,803 294,149
172,163 191,080
91,127 131,160
3,500 10,722
4,608 78,949
569,022 477,286
65,795 47,433
133,085 173,085
200,678 140,609
7,106,398 7,087,013
- 9,367
2,659,852 2,163,059
129,873 143,659
1,820,586 2,024,755
1,401,425 634,864
1,355,026 1,226,497
191,638 212,406
151,779 66,427
633,339 1,159,844
1,958,428 2,975,507
10,301,946 10,616,385




CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

AT 31 DECEMBER 2019

CURRENT LIABILITIES
Trade payables
Bills payable
Other payables and accruals
Amounts due to related parties
Tax liabilities
Lease liabilities
Warranty provision
Contract liabilities
Borrowings
Short-term note
Medium-term note
Corporate bond

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT

LIABILITIES

CAPITAL AND RESERVES
Share capital
Reserves

Equity attributable to owners of the Company

Non-controlling interests
TOTAL EQUITY

NON-CURRENT LIABILITIES
Deferred tax liabilities
Deferred income
Borrowings
Lease liabilities
Medium-term note
Corporate bond

Notes
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2019 2018
RMB’000 RMB’000
2,346,796 2,057,807
1,427,557 1,145,288
1,310,359 1,473,255

26,270 29,232
242,795 151,545
5,991 -
494,402 535,253
680,331 578,037
2,571,185 3,761,691
- 299,930

648,365 -
416,991 -
10,171,042 10,032,038
130,904 584,347
7,237,302 7,671,360
74,704 74,961
4,460,483 3,927,707
4,535,187 4,002,668
880,803 926,162
5,415,990 4,928,830
12,660 3,529
279,497 284,224
1,519,415 1,392,754
9,740 -

- 646,331

- 415,692
1,821,312 2,742,530
7,237,302 7,671,360




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019

1. GENERAL INFORMATION

The Company was incorporated in the Cayman Islands on 18 January 2010 as an exempted company with
limited liability under the Companies Law of the Cayman Islands and its shares have been listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) with effect from 7 July
2010. The address of the registered office of the Company is P.O. Box 31119 Grand Pavilion, Hibiscus
Way, 802 West Bay Road, Grand Cayman, KY1-1205 Cayman Islands, and the address of its principal
place of business in the People’s Republic of China (the “PRC”) is No.18, Chengnan Road, Huaxi Industrial
Function Area, Changxing County, Zhejiang Province, the PRC.

The consolidated financial statements are presented in Renminbi (“RMB”), which is also the functional
currency of the Company and most of its subsidiaries. The principal activities of the Company and its
subsidiaries (collectively referred to as the “Group”) are manufacturing and sales of lead-acid motive
batteries, lithium-ion batteries and other related products.

2. ADOPTION OF NEW AND AMENDMENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSs”)

New and Amendments to IFRSs that are mandatorily effective for the current year

The Group has applied the following new and amendments to IFRSs issued by the International Accounting
Standards Board (the “TASB”) for the first time in the current year:

IFRS 16 Leases

IFRIC-Int 23 Uncertainty over Income Tax Treatments
Amendments to IFRS 9 Prepayment Features with Negative Compensation
Amendments to IAS 19 Plan Amendment, Curtailment or Settlement
Amendments to IAS 28 Long-term Interests in Associates and Joint Ventures
Amendments to IFRSs Annual Improvements to IFRSs 2015-2017 Cycle

Except as described below, the application of the new and amendments to IFRSs in the current year has had
no material impact on the Group’s financial performance and positions for the current and prior years and/
or on the disclosures set out in these consolidated financial statements.

2.1 Impacts and changes in accounting policies of application on IFRS 16 Leases

The Group has applied IFRS 16 for the first time in the current year. IFRS 16 superseded IAS 17
Leases (“IAS 177), and the related interpretations.

Definition of a lease

The Group has elected the practical expedient to apply IFRS 16 to contracts that were previously
identified as leases applying IAS 17 and IFRIC-Int 4 Determining whether an Arrangement contains a
Lease and not apply this standard to contracts that were not previously identified as containing a lease.
Therefore, the Group has not reassessed contracts which already existed prior to the date of initial
application.

For contracts entered into or modified on or after 1 January 2019, the Group applies the definition of a
lease in accordance with the requirements set out in IFRS 16 in assessing whether a contract contains
a lease.



As a lessee

The Group has applied IFRS 16 retrospectively with the cumulative effect recognised at the date of
initial application, 1 January 2019.

As at 1 January 2019, the Group recognised additional lease liabilities and right-of-use assets at
amounts equal to the related lease liabilities adjusted by any prepaid or accrued lease payments by
applying IFRS 16.C8(b)(ii) transition. Any difference at the date of initial application is recognised in
the opening retained profits and comparative information has not been restated.

When applying the modified retrospective approach under IFRS 16 at transition, the Group applied the
following practical expedients to leases previously classified as operating leases under IAS 17, on
lease-by-lease basis, to the extent relevant to the respective lease contracts:

i.  elected not to recognise right-of-use assets and lease liabilities for leases with lease term ends
within 12 months of the date of initial application;

ii.  applied a single discount rate to a portfolio of leases with a similar remaining terms for similar
class of underlying assets in similar economic environment.

When recognising the lease liabilities for leases previously classified as operating leases, the Group
has applied incremental borrowing rates of the relevant group entities at the date of initial application.
The weighted average incremental borrowing rates applied by the relevant group entities range from
5.655% to 6.115%.

At 1 January

2019

RMB’000

Operating lease commitments disclosed as at 31 December 2018 13,660
Less: Practical expedient-leases with lease term ending within 12 months from

the date of initial application (90)

Undiscounted lease obligations (excluding practical expedient adjustment) 13,570

Lease liabilities relating to operating leases recognised upon application of IFRS 16 10,895

Analysed as:

Current 4,137

Non-current 6,758

10,895



The carrying amount of right-of-use assets as at 1 January 2019 comprises the following:

Right-of-use

assets
Note RMB’000

Right-of-use assets relating to operating leases
recognised upon application of IFRS 16 10,895
Reclassified from prepaid lease payments — leasehold lands (a) 468,343
479,238

By class:

Land and buildings — rented premises 10,895
Leasehold lands 468,343
479,238

(a) Upfront payments for leasehold lands in the PRC were classified as prepaid lease payments as at
31 December 2018. Upon application of IFRS 16, the current and non-current portion of prepaid
lease payments amounting to RMB9,367,000 and RMB458,976,000 respectively were reclassified
to right-of-use assets.

As a lessor

In accordance with the transitional provisions in IFRS 16, the Group is not required to make any
adjustment on transition for leases in which the Group is a lessor but account for these leases in
accordance with IFRS 16 from the date of initial application and comparative information has not been
restated.

Upon application of IFRS 16, new lease contracts entered into but commence after the date of initial
application relating to the same underlying assets under existing lease contracts are accounted as if the
existing leases are modified as at 1 January 2019. The application has had no impact on the Group’s
consolidated statement of financial position at 1 January 2019. However, effective from 1 January
2019, lease payments relating to the revised lease term after modification are recognised as income on
straight-line basis over the extended lease term.

Before application of IFRS 16, refundable rental deposits received were considered as rights and
obligations under leases to which IAS 17 applied. Based on the definition of lease payments under
IFRS 16, such deposits are not payments relating to the right-of-use assets and were adjusted to reflect
the discounting effect at transition. The adjustments to fair value have had no material impact on the
consolidated financial statements of the Group for the current year.

Effective on 1 January 2019, the Group has applied IFRS 15 to allocate consideration in the contract
to each lease and non-lease components. The change in allocation basis has had no material impact on
the consolidated financial statements of the Group for the current year.

Impact of transition to IFRS 16 on retained profits

The transition to IFRS 16 has no impact on retained profits at 1 January 2019.



2.2

Impact of transition to IFRS 16 on the consolidated statement of financial position

The following adjustments were made to the amounts recognised in the consolidated statement of
financial position at 1 January 2019. Line items that were not affected by the changes have not been
included.

Carrying
amounts Carrying
previously amounts under
reported at IFRS 16 at
31 December 2018 Adjustments 1 January 2019
RMB’000 RMB’000 RMB’000
Non-current Assets
Prepaid lease payments 458,976 (458,976) -
Right-of-use assets - 479,238 479,238
Current Assets
Prepaid lease payments 9,367 (9,367) -
Current Liabilities
Lease liabilities - (4,137) (4,137)
Non-current liabilities
Lease liabilities - (6,758) (6,758)

Note: For the purpose of reporting cash flows from operating activities under indirect method for the
year ended 31 December 2019, movements in working capital have been computed based on
opening consolidated statement of financial position as at 1 January 2019 as disclosed above.

Impact of applying IFRS 16 as a lessor on the consolidated financial statements

The impacts of applying IFRS 16 as a lessor on the Group’s consolidated statement of financial
position as at 31 December 2019 and its consolidated statement profit or loss and other comprehensive
income and cash flows for the year ended 31 December 2019 were insignificant.

New and revised IFRSs in issue but not yet effective

The Group has not early applied the following new and amendments to IFRSs that have been issued
but are not yet effective:

IFRS 17 Insurance Contracts!

Amendments to IFRS 3 Definition of a Business?

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

Amendments to TAS 1 Classification of Liabilities as Current or Non-current?
Amendments to IAS 1 and IAS 8 Definition of Material*
Amendments to IFRS 9, IAS 39 Interest Rate Benchmark Reform?*

and IFRS 7

! Effective for annual periods beginning on or after 1 January 2021

2 Effective for business combinations and asset acquisitions for which the acquisition date is on or
after the beginning of the first annual period beginning on or after 1 January 2020

3 Effective for annual periods beginning on or after a date to be determined

4 Effective for annual periods beginning on or after 1 January 2020

s Effective for annual periods beginning on or after 1 January 2022



In addition to the above new and amendments to IFRSs, a revised Conceptual Framework for Financial
Reporting was issued in 2018. Its consequential amendments, the Amendments to References to the
Conceptual Framework in IFRS Standards, will be effective for annual periods beginning on or after 1
January 2020.

The directors of the Company anticipate that the application of all these new and amendments to
IFRSs will have no material impact on the consolidated financial statements in the foreseeable future.

3.  SEGMENT INFORMATION AND REVENUE

(i)

(i)

Disaggregation of revenue from contracts with customers

2019 2018
RMB’000 RMB’000
Types of goods
Lead-acid motive batteries
Electric bike battery 17,249,455 19,417,251
Electric vehicle battery and special-purpose
electric vehicle battery 7,626,285 5,199,516
Li-ion batteries 259,132 790,840
Materials include lead and active additives 2,046,860 1,540,630
Total 27,181,732 26,948,237
2019 2018
RMB’000 RMB’000
Timing of revenue recognition
A point in time 27,181,732 26,948,237

Performance obligations for contracts with customers

The Group sells lead-acid motive batteries, lithium-ion batteries and other related products to
customers. Revenue is recognised when control of the goods has transferred, being when the goods
have been delivered to the customers’ specific locations (delivery). Following the delivery, the
customers have full discretion over the manner of distribution and price to sell the goods, have the
primary responsibility when on selling the goods and bears the risks of obsolescence and loss in
relation to the goods. The Group generally allows a credit period of 45 days to its trade customers with
good trading history, or otherwise sales on cash terms are required.



FINANCE COSTS

Interest expenses on:
Bank borrowings
Corporate bond
Medium-term note
Short-term note
Lease liabilities
Finance leases

Total borrowing costs
Less: amounts capitalised in construction in progress

2019 2018
RMB’000 RMB’000
226,794 253,291
34,464 34,923
51,033 51,033
951 15,483
800 -
- 1,791
314,042 356,521
(13,400) (20,043)
300,642 336,478

Borrowing costs capitalised during the year ended 31 December 2019 arose on the general borrowing pool
and are calculated by applying a capitalisation rate of 5.03% per annum (2018: 5.22% per annum) to

expenditure on qualifying assets.

PROFIT BEFORE TAXATION

Profit before tax has been arrived at after charging (crediting):

Salaries and other benefits costs
Retirement benefits scheme contributions
Labour cost (note)

Share-based payments

Total staff costs (including directors’ emoluments)
Less: amounts capitalised in inventories

Amortisation of intangible assets
Depreciation of property, plant and equipment

Total depreciation and amortisation
Less: amounts capitalised in inventories

10—

2019 2018

RMB’000 RMB’000
1,312,058 1,152,299
49,480 42,863
112,943 209,791
54,896 21,247
1,529,377 1,426,200

(1,102,413) (989,865)

426,964 436,335
38,315 32,917
528,074 405,921
566,389 438,838
(352,274) (279,188)
214,115 159,650




2019 2018

RMB’000 RMB’000
Depreciation of investment properties 2,995 2,832
Depreciation of right-of-use assets 16,110 -
Prepaid lease payments released to profit or loss - 8,558
Cost of inventories recognised as expense 23,167,807 23,217,375
Auditors’ remuneration 7,817 7,655
Research and development costs recognised as an expense 797,570 884,914
Gross rental income from investment properties (4,431) (4,253)
Less: direct operating expenses arising from investment properties
generate income 1,538 1,872
(2,893) (2,381)

Note: The Group has entered into labour dispatch agreements with several service organisations which
have provided labour service to the Group.

INCOME TAX EXPENSE

2019 2018
RMB’000 RMB’000
Current tax:

— PRC enterprise income tax 381,103 259,562

Under provision in prior years
— PRC enterprise income tax 111 10,574
Deferred tax credit (82,383) (69,934)
298,831 200,202

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law”) and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25%. In accordance with the “Notice of the State Tax
Bureau of the Ministry of Finance Regarding Certain Preferential Treatment Policies on Enterprise Income
Tax”, New and High Technical Enterprise is subject to income tax at a preferential tax rate of 15%. Certain
subsidiaries of the Company were recognised as New and High Technical Enterprises in accordance with
the applicable EIT Law of the PRC and are subject to income tax at a preferential tax rate of 15%.

Other subsidiaries established in the PRC were subject to income tax rate of 25% for the year ended 31
December 2019 (2018: 25%). The Company and its subsidiaries incorporated in the British Virgin Islands
(the “BVI”), Germany, Hong Kong and other countries had no assessable profits during the year (2018: nil).

The EIT Law provides that qualified dividend income between two “resident enterprises” that have a direct
investment relationship is exempted from income tax. Otherwise, such dividends will be subject to a 5% to
10% withholding tax under the tax treaty or the domestic law. The Group is currently subject to withholding
tax at 10%. During the year ended 31 December 2019, withholding tax on intra-group dividend amounting
to RMB 14,360,752 (2018: RMB37,346,129) was paid by the Group to relevant tax authorities.
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The income tax expense for the year can be reconciled to the profit before tax per the consolidated

statement of profit or loss and other comprehensive income as follows:

Profit before tax

Tax at the applicable income tax rate of 25%

Tax effect of income tax deduction granted to subsidiaries in
research and development expenditure

Tax effect of expenses not deductible

Effect of preferential tax rates on income of certain subsidiaries

Tax effect of tax losses not recognised

Utilisation of tax losses previously not recognised

Tax effect of share of result of associates

Tax effect of share of result of joint ventures

Withholding tax on undistributed profits of PRC subsidiaries

Under provision in prior years

Income tax expense for the year

EARNINGS PER SHARE

2019 2018
RMB’000 RMB’000
805,486 577,709
201,372 144,427
(84,999) (90,040)
11,006 3,634
49,629 15,779
88,542 76,006
- (4,498)

3,235 3,941
7,324 3,033
22,611 37,346
111 10,574
298,831 200,202

The calculation of the basic and diluted earnings per share attributable to the owners of the Company is

based on the following data:

Earnings for the purpose of basic earnings per share
(profit for the year attributable to owners of the Company)

Number of shares
Weighted average number of ordinary shares
for the purpose of basic earnings per share

2019 2018
RMB’000 RMB 000
561,340 412,714
2019 2018

°000 '000
1,104,382 1,107,912

The outstanding share options of the Company did not have dilutive effect to the Company’s earnings per
share during the years ended 31 December 2019 and 2018 because the exercise prices of these options were

higher than the average market prices of the Company’s shares for both years.

—12 —



DIVIDEND

2019 2018
RMB’000 RMB’000

Dividends declared for distribution during the year:
2018 final dividend — HKDO.066 per share 62,388 -
2017 final dividend — RMBO0.062 per share - 68,691

Subsequent to the end of the reporting period, a final dividend in respect of the year ended 31 December
2019 of HKDO0.084 (equivalent to RMBO0.075) (2018: final dividend in respect of the year ended 31
December 2018 of HKDO0.066 (equivalent to RMBO0.056)) per ordinary share, in an aggregate amount of
HKD92,747,000 (equivalent to RMB83,083,000) (2018: aggregate amount of HKD73,122,000 (equivalent
to RMB62,388,000)), has been proposed by the directors of the Company and is subject to approval by the
shareholders in the forthcoming annual general meeting.

TRADE RECEIVABLES

2019 2018

RMB’000 RMB’000

Trade receivables — contracts with customers 2,253,395 2,310,537
Less: allowance for credit losses (432,809) (285,782)
1,820,586 2,024,755

As at 1 January 2018, trade receivables from contracts with customers amounted to RMB1,941,109,000.

The Group generally allows a credit period of 45 days to its trade customers with good trading history, or
otherwise sales on cash terms are required.

The aged analysis of trade receivables net of allowance for doubtful debts presented based on the goods
delivery date, which is the same as revenue recognition date, at the end of the reporting period is as follows:

2019 2018

RMB’000 RMB’000

0-45 days 745,712 1,034,670
46-90 days 423,196 284,160
91-180 days 216,261 409,937
181-365 days 344,693 240,876
Over 1 year 90,724 55,112
1,820,586 2,024,755

Before accepting any new customer, the Group internally assesses the credit quality of the potential
customer and define appropriate credit limits. Management closely monitors the credit quality of trade
receivables and considers the trade receivables that are neither past due nor impaired to be of a good credit
quality.
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10.

11.

RECEIVABLES AT FVTOCI

The balance represents bills receivables held by the Group which is measured at FVTOCI since the bills are
held within the business model whose objective is achieved by both collecting contractual cash flows and
selling the financial assets, and the contractual cash flows are solely payments of principal and interest on
the principal amount outstanding.

In addition, the Group has discounted certain bills receivables to banks and transferred certain bills
receivables to its suppliers to settle its payables through endorsing the bills to its suppliers. These bills are
issued or guaranteed by reputable PRC banks with high credit ratings, therefore the Directors consider the
substantial risks in relation to these bills is interest risk as the credit risk arising from these bills is minimal.
Upon the discount/endorsement of these bills, the Group has transferred substantially all the risks (i.e.
interest risks) of these bills to relevant banks/supplier, therefore the Group has derecognised these bills
receivables.

As at 31 December 2019, the Group’s maximum exposure to loss and cash outflow, which is same as the
amount payable by the Group to collecting banks or the suppliers in respect of the bank issued bills
discounted and bank issued bills endorsed, should the issuing banks fail to settle the bills on maturity date,
of which amounted to RMB719,120,000 and RMB191,727,000 (2018: RMB214,300,000 and
RMB547,285,000), respectively. All the bills receivables discounted to banks or endorsed to suppliers of
the Group have a maturity date of less than one year from the end of the reporting period.

TRADE PAYABLES

Trade payables principally comprise amounts outstanding for trade purchases and ongoing costs. The Group
normally settles its trade payables within 30 days (2018: 30 days) from the goods receipt date.

The aged analysis of trade payables presented based on the goods receipt date at the end of the reporting
period is as follows:

2019 2018

RMB’000 RMB’000

0-30 days 1,324,838 979,624
31-90 days 432,133 591,483
91-180 days 246,518 317,701
181-365 days 151,117 116,996
1-2 years 166,620 21,172
Over 2 years 25,570 30,831
2,346,796 2,057,807
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12. BILLS PAYABLE

The aged analysis of bills payable presented based on the issue date at the end of the reporting period is as

follows:
2019 2018
RMB’000 RMB’000
0-90 days 535,529 98,370
91-180 days 748,310 1,046,918
181-360 days 143,718 -
1,427,557 1,145,288

All the bills payable are of trading nature and will mature within one year from the issue date.
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CHAIRMAN’S STATEMENT

On behalf of the Board of the Company, I am pleased to present to shareholders the annual
results of the Group for the Year.

The Group achieved good results and maintained steady business development during the
Year. Its performance highlights are as follows:

* Due to an increase in gross profit margin as a result of lead price decrease and cost
reduction by application of new technology, profit attributable to the owners of the
Company for the Year totalled approximately RMB561 million, representing an increase
of approximately 36.0% as compared with that for the year ended 31 December 2018.

* Having achieved top rankings in a number of renowned domestic and international lists of
Chinese enterprises, including “Top 10 Enterprises of New Energy Battery Industry in
China Light Industries” (7 E# T30 aE R & 172 T 5 &) for the seventh
consecutive year and continuous capturing of its position among the 2019 “Global Top
500 New Energy Enterprises” (&8 figJi1>2£5005%), the Group has enjoyed strong
recognition by the PRC government and the industry as an industry leader and a
technology pioneer.

* In addition to various awards earned in recognition of excellence in technological
innovation, the Group has persisted in green production in tandem with national policies.
The Group was one of the few members of the battery industry selected by the Ministry
of Industry and Information Technology of the PRC (“MIIT”) for inclusion in the first list
of “Model Enterprise of Green Industrial Products Design” (L. 2§ i &k (8 55t /n #ii 4
).

During the Year, the Group’s business achieved encouraging development thanks to ongoing
economic expansion in the PRC, as well as the effective control by the Group over its
operations and costs. With the growth in the PRC’s gross domestic product (GDP) reaching
6.1% in the Year, and consumption upgrade and urbanization continuing steadily, such
developments have provided the catalyst for further growth in demand for lead-acid motive
batteries for electric bikes, electric tricycles and special-purpose electric vehicles. In addition,
the PRC government has further raised regulatory requirements on the safety and
environmental protection performance of electric bikes, and tightened requirements on the
recycling of lead-acid batteries during the Year, calling for the elimination of non-compliant
products and the generational upgrade of electric bikes. These controls have been favorable to
the development of leading battery manufacturers which provide premium quality and high
specific energy products with well-established lead-acid battery recycling networks.

By further enhancing product quality and production technologies, as well as improving
production management procedures, the Group has improved the cost-efficiency and
competitiveness of its products. Also, by further strengthening its nationwide sales and
distribution network with full coverage of both the primary and secondary markets, and
imposing lean and flat management of distributors to maintain leadership in operational
efficiency and increase profitability, the Group has further enhanced the reputation of the
“CHILWEE” brand and its influence, and thus upheld the Group’s leading position.
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The Group is fully committed to technological innovation. With a top-notch research and
development (“R&D”) team, the Group has devoted relentless effort towards the R&D of,
among other things, new types of batteries, energy storage business and smart production. The
Group has been fervently promoting innovation in its technology, products, production and
management and breakthrough products have been launched in succession. Investment has
also been increased continuously for developing the Group’s green business, which includes
introducing energy-efficient and lightweight new products as well as enhancing the
environmental friendliness of its manufacturing processes, in a bid to facilitate the upgrade
and development of the industry.

On behalf of the Group, I would like to express my gratitude to all of our shareholders,
customers and business partners for their unwavering support and trust in the Group. I would
also like to thank the Board, management team and all of our staff for their exceptional
contributions. In 2020, we will leverage our technological edge, innovations and advantages
from industry-chain consolidation, plus the concerted efforts of management and the entire
workforce in achieving high-quality development, to achieve further progress in globalizing
the Group’s business.

MANAGEMENT DISCUSSION AND ANALYSIS

The Group engages principally in the manufacturing and sales of lead-acid motive batteries,
lithium-ion batteries and other related products, which are primarily used in electric bikes,
electric tricycles and special-purpose electric vehicles.

The Group maintains its position as a market leader on the back of its dominant brand name
and an efficient sales network. The Group competes primarily on its ability in innovation.
Through joint efforts with pioneering enterprises and renowned institutions in the world, the
Group has been consistently enhancing the production technologies to develop battery
products with superior performance, higher energy efficiency and greater environmental
friendliness, fulfilling market demand with the benefit of lower production costs while
aggressively building a green industry chain in active response to national strategic
requirements.

For the Year, the Group’s total revenue amounted to approximately RMB27,182 million,
representing an increase of 0.9%. Overall gross profit margin increased by 0.5% to
approximately 12.5% (2018: approximately 12.0%). Profit attributable to owners of the
Company was approximately RMB561 million (2018: approximately RMB413 million).
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INDUSTRY OVERVIEW
Ongoing expansion of the electric bike market

The PRC ranks the top manufacturer and seller of electric bikes in the world. Electric bikes
are inexpensive, small in size, convenient and energy-efficient, hence they have been a major
mode of transportation in third and fourth-tier cities, towns and rural areas of the PRC.
According to statistics of the China Bicycle Association, ownership of electric bikes has
reached over 250 million in the PRC, and such ownership has laid a concrete foundation for
the development of rechargeable battery. The annual electric bike production of the PRC has
been in excess of 30 million units in recent years. The market is anticipating a higher
compound annual growth rate (CAGR) of around 7% between 2019 and 2023 for the PRC
electric bike market, indicating stable growth in the demand. In connection with the overseas
market, as motorcycles remain the preferred type of vehicle in Southeast Asia, the market for
electric bikes there is still in the startup stage. Based on the historic growth trend in the PRC
over the years, the Southeast Asian market for electric bikes leaves enormous potential for
growth and is set to drive the demand for imported electric bikes.

Sustained growth in demand for electric tricycles

Characterised by their strong adaptability, mobile flexibility, ease of maintenance and
economic pricing, among others, electric tricycles are widely used for short-haul
transportation by families in cities, rural areas, plant complexes and mining areas, and for
public hygiene and community maintenance and cleaning services. In particular, in recent
years the aging Chinese population has been driving the demand for small electric tricycles as
a transportation vehicle for the elderly, while robust development of the e-commerce sector
has also fueled continuous growth in the demand for large electric tricycles and electric
forklifts used in courier services and the storage and logistics business. As the PRC has raised
the threshold for operating the electric tricycle business and strengthened supervision over the
sector, competition in terms of industrial standardisation and technology has escalated, setting
in motion the generational upgrade of products which is in turn favourable to sales by tricycle
battery manufacturers offering premium quality and advanced technologies.

Moreover, according to the “Action Plan for Comprehensive Treatment of Air Pollution in
Autumn and Winter 2018-2019 in the Beijing-Tianjin-Hebei Region and Surrounding Areas”
( RS S 2018-20 194F B A TR RS e i B iR BLIUERIT B U7 58) ), effective
from 1 October 2018, additional or replacement vehicles for public transportation,
environmental, hygiene and postal services, as well as additional or replacement of working
vehicles in ports, airports and railway freight zones in the urban built-up areas should
comprise primarily new-energy or clean-energy vehicles. This new policy has boosted the
sales of special-purpose electric vehicles and related batteries.
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Stable growth in demand for lead-acid motive batteries

Given its merits such as cost-efficiency, safety, cryotolerance, ease of maintenance and
recyclability, as well as extensive applications on the back of mature industrial technologies,
most electric bikes in the market are still powered by lead-acid batteries. Driven by the
continuous growth of the PRC market for electric bikes, electric tricycles and special-purpose
vehicles and owing to the definite lifespan of lead-acid motive batteries requiring
replacements after exhaustion, the demand for lead-acid motive batteries has maintained a
stable growth.

New National Standards and other policies optimising the industrial mix

The amended “Safety Technical Specifications for Electric Bicycle” (  FEH) H 1784 2l
}i#i) ) (the “New National Standards”) of the PRC officially came into effect on 15 April
2019. Regarded by the market as “historically the most rigorous” standards for electric bikes,
the New National Standards have introduced generally more stringent safety performance
requirements for electric bikes, as full mandatory compliance is now required, as opposed to
the previous version calling for mandatory compliance with selected clauses only. The New
National Standards impose strict nationwide regulations over the production specifications
and the riding of electric bikes, calling for the elimination of non-compliant products and the
generational upgrade of electric bikes, which is favourable for the development of leading
enterprises manufacturing lead-acid batteries for electric bikes with premium quality and high
specific energy.

In addition, the “Technical Specifications for the Recycling of Waste Lead-acid Rechargeable
Batteries” ( JBEEHR & T [ U 7 T BL D) ), drafted with the Group’s contributions and
officially announced by the State Administration for Market Regulation and Standardization
Administration of the PRC, officially came into effect on 1 October 2019. The standards
require enterprises to establish a recycling system capable of “recycling one battery for every
battery sold”, with used batteries collected via a network at the consumer-end by the
manufacturer’s own sales channel or specialised recycling operators. Furthermore, the “Notice
on the Commencement of Dedicated Treatment of Hazardous Waste” ( B A B & f& b B2 )
HIARE TAERY A1) ) issued by the Ministry of Ecology and Environment of the PRC in
September 2019 stipulated that chemical industrial parks, key units generating industrial
hazardous waste and all units engaged in operations involving hazardous waste across the
country shall be inspected by the end of 2019 for environmental risks to ensure the elimination
of any related hazards. The implementation of these new standards will facilitate the
development of the nation’s waste lead-acid rechargeable battery recycling industry in a more
regulated manner and further advance environmental protection. It will also be conducive to
further industry consolidation and optimisation of the industry structure, which will favour
established leaders of the lead-acid battery industry.
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BUSINESS REVIEW
Battery business sustaining stable development

As a leader in the business of lead-acid motive batteries, the Group has been focusing on
enhancing the quality and production technology of its lead-acid motive battery products, with
a view to reducing production costs, increasing product competitiveness and ensuring stable
business development. Revenue from sales of lead-acid motive batteries for the Year increased
by approximately 1.1% to approximately RMB24,876 million, accounting for approximately
91.5% of the Group’s total revenue.

In addition, the Group is also engaged in the sales of lithium-ion batteries products as
warranted by market developments. The products are manufactured using pouch-type
technique which secured 159 patents and specialised accreditations such as the “China Torch
Program Industrialisation Showcase Project Certificate” (Bl % K IE 5| = b /n#H H 78
). The product delivers excellent performance and a high level of safety-in-use and specific
energy conducive to lightweight development and prolonging battery life. Revenue from sales
of the lithium-ion battery products for the Year amounted to approximately RMB259 million.
The Group will continue to invest in the R&D of lithium-ion battery product technology in an
effort to manufacture lithium-ion batteries with higher specific energy and internationally-
advanced standards.

Cementing its competitive strengths in channels and brand name

In line with a market-oriented approach, the Group’s production facilities are strategically
located in regions with greater demands for lead-acid motive batteries, such as Shandong,
Anhui, Jiangsu, Zhejiang, Jiangxi, Henan and Hebei provinces in the PRC, so that the Group
could closely track market developments while reducing storage and logistics costs to
maintain superior operational efficiency.

The Group has built a nationwide sales and distribution network in the PRC with full coverage
of both the primary and secondary markets. For the primary market, the Group has established
a major customer service department to serve leading electric bike manufacturers. Regular
visits to the management of these manufacturers are arranged to provide comprehensive sales
service. The Group’s major customers in the primary market include Yadea and Evermaster.
Moreover, the Group operates an extensive distribution network spanning across all provinces
in the country. As at 31 December 2019, the Group had 2,556 independent distributors serving
the secondary market.
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The Group continued to practice a calibrated management over its distributors based on a flat
management and adopted the agency model to reduce the intermediaries in sales channels and
enhance loyalty of end customers. These efforts were complemented by comprehensive after-
sales services and online anti-counterfeit enquiries to increase customer satisfaction for the
brand name of “CHILWEE”. Moreover, the Group retained renowned movie star Mr. Donnie
Yen as its brand ambassador and organized a film-viewing event for major distributors in
December 2019 featuring the new movie of Mr. Yen as part of its effort to promote its
products and reinforce the brand image of “CHILWEE”. In October 2019, the Group has
participated in a campaign entitled “Meticulous Effort in Quality for Future Success” for
publicizing advanced and quality brands launched by China Central Television as the only
corporate representative of the PRC lead-acid battery industry and claimed the honour of
achievements in quality which further promoted the “CHILWEE” brand to the public.

Wide recognition as an industry leader

Thanks to its excellent technological innovation capability, brand influence and market
competitiveness, the Group’s position as an industry leader has enjoyed strong recognition by
the PRC government and the industry. During the Year, the Group retained its place among
the “Top 500 Chinese Enterprises” (" Bl {>3£5005%), “Top 500 Enterprises of China’s
Manufacturing Industry” (H B 5 %5 2£ 25005 ) and “Top 500 Chinese Private Owned
Enterprises” (4] & 1>3£500%), while being honoured with a spot among the “Fortune
Top 500 Chinese Companies” ( {Hf'&) HEI5005%). The Group also continued to rank
among the “Top 100 Enterprises in China Light Industry” (1 B# T2 H 4 3) and “Top
100 Science & Technology Enterprises in China Light Industry” (4 [B#8 T 368} 5 7 5@ 4> 3E),
while topping the list of “Top 10 Enterprises of New Energy Battery Industry in China Light
Industries” (" BI#E T2E B BB VR B 172 T 98 12 2£) for the seventh year in a row and re-
capturing its place among the “Global Top 500 New Energy Enterprises” (2 ¥K#T R8I >3
500%).

Fresh driving force afforded by persistent effort in technological innovation

With a global vision, the Group has been actively engaged in technological collaborations
with advanced enterprises and institutions in the PRC and overseas to raise the bar on all
fronts. The Group’s R&D expenses for the Year amounted to approximately RMB798 million,
equivalent to approximately 2.9% of its total revenue. As at 31 December 2019, the Group
owned 2,183 patents and had submitted applications for 337 patents.

The Group has been actively recruiting world-class professionals to join its leading R&D
team, with a view to maintaining its leading position in innovative R&D. As at 31 December
2019, the Group had more than ten renowned domestic and foreign experts on the team, five
of whom were brought in via the “Program of One Thousand Talents”(F A%t#]). In addition,
the Group has been named as National Model Enterprise of Technology Innovation (B Z¢ 4% i
A# 7~ #i4>2£) and National Model Enterprise of Intellectual Property ([ 2 %1 5k 25 1 7 i 4
%), having established a number of platforms for technological innovation, such as the
nationally-recognised enterprise technology centre, nationally-accredited laboratory, national
environmental protection engineering technology centre, provincial key research institute,
academician work station and post-doctoral research work station, among others. It has also
established R&D centres in the United States, Russia and Germany.
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Persisting in green production in tandem with national policies

The Group has persisted in green production and continued to increase its investment in the
transformation and upgrade of the green development of its business. Through ongoing
technological innovation, the Group has engaged in the upgrade to energy-efficient and light
weight new products and introduced smart production equipment to enhance environmental
friendliness of its manufacturing processes. The Group has also helped the National
Environmental Protection Engineering Technology Centre as a lead member to establish the
China Battery Industry Green Recycling Development Alliance (9 B 55 th /2 3 4k (0. BR 5% J@
%), and organised the founding of the country’s first dedicated fund for the prevention of
and relief for battery pollution, in a bid to contribute to environmental protection in the PRC.

During the Year, the Group was one of the few members of the battery industry selected by
MIIT for inclusion in the first list of “Model Enterprise of Green Industrial Products Design”
(L2EE Ak B s RN i 2E). As at 31 December 2019, the Group had 9 plants included in
the green plant list and 2 plants included in the green supply chain list, and 14 products
included in the green design product list. In terms of the total number of exemplary projects
for the development of national-grade green manufacturing regimes, the Group is a leader in
the industry.

Future development strategy

With increasingly stringent government regulation, the Group is of the view that the battery
industry has become highly consolidated and concentrated. As the industry landscape of the
lead-acid battery sector has basically taken shape, industry leaders will be benefitted in the
long run. As one of the industry leaders, the Group has adopted a strategy underpinned by
platform operation, technology and globalisation. The Group is also actively promoting
technological innovation, product innovation, manufacturing innovation and management
model innovation. Through focusing on R&D achievement and commercialization of
technology application, smart battery products with longer life and fast-charging features have
been launched in succession which become pioneers in various sectors and further solidify the
competitiveness of the Group in the industry.

In future, the Group will continue to focus on qualitative growth and emphasise proprietary
R&D and third-party cooperation as parallel drivers while seeking enhancements in both
quality and brand influence with the aid of new technologies such as the fifth generation
wireless technology (5G) and artificial intelligence (Al) to enable it to maintain its strengths
in core technologies, innovative ability and its irreplaceable integration of the full industry
chain to maximise return of its shareholders.
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FINANCIAL REVIEW
Revenue

The Group’s revenue amounted to approximately RMB27,181,732,000 in the Year, which has
increased by approximately 0.9% over approximately RMB26,948,237,000 in 201