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COMPANY PROFILE
AL bl

Solargiga Energy Holdings Limited (the “Company”, together with its
subsidiaries, the “Group”, Hong Kong stock code: 757, Taiwan stock
code: 9157.TT) is a leading supplier of upstream and downstream
vertically integrated solar energy services. Its products are not only sold to
customers in the upstream and mid-stream industries, but also directly to
end users.

During the year, the Group was mainly engaged in four main businesses:

(@) the manufacturing of, trading of and provision of processing services
for monocrystalline silicon solar ingots/wafers;

(b) the manufacturing and trading of monocrystalline silicon solar cells;
(c) the manufacturing and trading of photovoltaic modules; and
(d) the construction and operating of photovoltaic power plants.

Currently, our integrated business model includes monocrystalline silicon
solar ingot production with annual capacity of approximately 1.2GW,
solar wafer production with annual capacity of approximately 900MW, as
well as photovoltaic cells production and modules production with annual
capacity of approximately 350MW and 1.2GW, respectively.

Through vertical integration and strategic partnerships, the Group
actively expanded the business of end-user market apart from its efforts
in stabilizing its upstream and midstream business development, direct
contact with end-users, thereby driving demand for products from
downstream to upstream, covering the entire industry chain of the
photovoltaic sector.
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FINANCIAL HIGHLIGHTS
B % &

Five-Year Financial Summary hENBHE
RMB'000 AREFT
2012 2013 2014
. —F-=F —E-EF
Revenue A 996,836 2,150,328 2,864,699 2,899,550 3,020,976
Gross profit/(loss) ESIVAES ) (291,384) 149,993 363,917 242,538 329,077
Profit/(loss) from operations KBRS (F1R) (503,720) (39,704) 171,085 152,548 (74,289)
Profit/(loss) attributable to RN
equity shareholders (&) (1,276,554) (135,504) (63,846) 15,653 (239,149)
Basic earnings/(loss) FRERRF,(EE)
per share (RMB cents) (ARED) (55.99) (4.57) (1.99) 0.49 (7.45)
Non-current assets ERBEE 2,464,627 2,636,556 2,482,521 2,158,228 1,990,045
Current assets REEE 1,480,031 1,603,618 1,798,519 2,554,539 2,284,503
Current liabilities mEEE 1,865,083 2,176,101 2,477,881 2,949,853 2,937,233
Non-current liabilities FERBEE 1,028,345 825,277 627,141 600,051 458,627
Net assets EEFE 1,051,230 1,238,796 1,176,018 1,162,863 878,688
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CHAIRMAN'S STATEMENT
ETERES

Dear honourable shareholders,

On behalf of the board of directors (the “Board”) of
Solargiga Energy Holdings Limited (“Solargiga” or the
“Company”, together with its subsidiaries referred to as
the “Group”), | hereby present the annual report of the

Company for the year ended 31 December 2016.

B EHAIRER ¢
RAERKRBGXERERER AT ([FEXEER = 27 ]
BEHEMBEARAEE DESSRERC - ORURRRER
RABEZ-—ARFT-A=1t-—HLFEZFERE -

TAN Wenhua,
Executive Director and Chairman
BNE S JITEEHRER

Asia is still the main source of demand in the photovoltaic industry, in
which the PRC and Japan are the major demand sources. In the future,
the Group will not only continue to focus on the PRC and Japan markets
but also expand domestic and other oversea markets. We are pleased that
the Group has successfully improved its proportion of local to overseas
sales from a 31:69 ratio in 2015 to a 48:52 ratio in 2016, and expects to
maintain at a sustainable ratio of 50:50.

In 2016, despite the drop in average selling price (“ASP") of photovoltaic
products, growth in the Group’s external shipment remained strong
and more than offset the drop in ASP. The increase in external shipment
was mainly made possible with the progressive commissioning of the
additional module manufacturing capacity during the year in order to
satisfy more of the orders. Looking forward, as the production capacity
commissions progressively, the Group expects the advantage of economy
of scale to be demonstrated progressively in 2017 onwards. Photovoltaic
module capacity becomes compatible with that of upstream capacity.
This will strengthen the upstream and downstream supply and demand
stability. Further, with the continuing realisation of advantages in better
potential improvement in conversion efficiency, stabler decay rate in its
photovoltaic systems, continued reduction in unit costs, etc, it is expected
that the market share of monocrystalline silicon products will increase
significantly in the next couple of years.
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Chairman’s Statement EEHEE

However, during the year, upgrade and transformation work was
performed on upstream ingot and wafer manufacturing capacities; this
not only led to increase in research and development expenses, the
Group, hence, was also not able to enjoy the full benefit of economy of
scale. The Group recorded an operating loss of RMB74.289 million as a
result. The Group is positive that these upgrade work and research and
development will bring long-term positive effect to the Group’s future
performances.

Under its vertically-integrated strategy, management has put in place
measures to exploit the comparative strengths of the Group to further
develop the downstream solar market through direct contacts with grid
companies, electricity consumers or solar plant installation contractors.
Management is of the view that the Group is well-positioned to capture
the growth in the market and enhance the Group's downstream
businesses and raise its overall profitability. On the other hand, the Group
will focus on the development of monocrystalline products. It will make
good use of its vertically-integrated capacity with both upstream and
downstream portions to raise the gross profit of the Group’s module
products and drive profit growth of the Group.

The Group will, as always, provide the best product application
development and one-stop services to the customers along its fully
integrated photovoltaic industry chain, and aim at becoming a global
leading supplier of one-stop services in solar power generation.

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWNE DN

Market Overview

In 2016, the newly-added global installed photovoltaic capacity was
73GW, with China continuing to take the lead in the global solar market.
The global photovoltaic industry has been flourishing with a steady
growth in scale, an effective rise in capacity utilization and a significant
increase in profitability.

According to the latest photovoltaic power generation statistics published
by the National Energy Bureau, the annual newly-added installed
photovoltaic capacity was 34.54GW in 2016 (2015: 15.13GW) in China
and its cumulative installed capacity reached 77.42GW, both of which
ranked first worldwide. In particular, the cumulative installed capacity
of photovoltaic power plants and distributed power plants amounted to
67.10GW and 10.32GW, respectively. Distributed power plants developed
rapidly in terms of installed capacity, with a newly-added installed
photovoltaic capacity of 4.24GW in 2016, representing a growth of 200%
as compared with 2015.

Due to technical improvement in the production process and enhancement
of production efficiency, the average selling price of photovoltaic products
declined gradually during the past years while the gross profit margin of
the industry remained stable. The China market is expected to maintain a
sound development trend in 2017. According to the China Photovoltaic
Industry Association, the global photovoltaic market is expected to
maintain its growth momentum. The Guiding Opinions on Energy-related
Work for 2017 {Z 22— t F 8 R T B & B )) issued by the
National Energy Bureau urged to stress on the development of solar
energy while continuing to implement the Photovoltaic Power Generation
Top Runner Program (%8 8 & &t &) in order to drive down the costs of
photovoltaic power generation.

Since introduction of the “Top Runner Program” (the “Program”), it
has been able to promote healthy competition through high standards
of technical certification and efficiency requirements. However, due to
the Program, more weight is being placed on the feed-in-tariff. As such,
auctions intensified and the tender offer of photovoltaic power plants are
getting lower and lower, resulting in closure of manufacturers who find
it difficult to effectively control the cost to be eliminated in the tendering
process. In view of this, the National Energy Bureau launched an upgraded
, also known as the “Super
, focusing on large-scale and advanced technology

version of the national “Top Runner Program”
Runner Program”
companies. “Super Runner Program” sees efficient product development
as its main focus, the main products include double-sided photovoltaic
modules, black silicon battery components, intelligent components. The
Group's high-end product, N-type double-sided photovoltaic modules, are
expected to gain attention from the market.
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Management Discussion and Analysis B2 [E515m M 0

Market Overview (continued)

Regarding the Japan market, the Governmental program Zero Energy
Homes (“ZEH") is expected to continue being a major catalyst for
solar installation growth in the residential market. The ZEH program
was launched in the beginning of 2016, in order to minimize energy
consumption and improve the energy efficiency of residential homes with
a target of 50% of all new homes to be ZEH by 2020.

In respect of USA market, according to GTM research and the preliminary
study carried out by the Solar Energy Industries Association (“SEIA") of
USA, the cumulative installed solar photovoltaic capacity has now topped
40GW in USA, up from 25GW in 2015. The photovoltaic installations
reached a historic high of 14.6GW, up 95% from 7.5GW in 2015. For the
first time, solar energy has also become the top source of new electricity-
generating capacity, accounting for 39% of all new power. According to
GTM Research and SEIA, the cumulative solar market in USA is estimated
to nearly triple in size over the next five years.

For emerging markets, India became the fourth largest solar market in
2016, with an annual installed photovoltaic capacity of 5.8GW. Based
on the statistics published by the Ministry of New and Renewable Energy
of India (“MNRE"), the cumulative installed solar photovoltaic capacity
in India surpassed 9GW by the end of 2016. IHS predicts that the annual
installed photovoltaic capacity of India may reach 10GW. India’s goal
is to increase its solar capacity to 100GW by 2022. On the other hand,
according to the report of GTM Research, the cumulative installations
in Mexico, Brazil and Chile are expected to reach 26GW by 2021. The
Middle East and Turkey will add 19GW from Algeria, Turkey, Jordan,
Egypt and the U.A.E, while Thailand, The Philippines, South Korea, Taiwan
and Indonesia will add 23GW in total.

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A
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Management Discussion and Analysis &2 & 515 & 24T

Operations Review

The Group is a leading supplier of upstream and downstream vertically
integrated solar energy services in the PRC. We sell our photovoltaic
products to upstream, midstream and end-user customers in photovoltaic
industry. We focus on the vertical integration for monocrystalline products,
providing one-stop solutions for the solar energy industry ranging from
the manufacturing and sales of silicon ingots and wafers, photovoltaic
cells and photovoltaic modules, the installation of photovoltaic system and
the development, design, construction, operation and maintenance of
photovoltaic generation plants. The scope of its business covers the whole
industry chain of photovoltaic industry.

Under the vertical integration strategy, the Group’s current production
chain includes 1.2GW monocrystalline ingot, 900MW monocrystalline
wafer, 350MW cell and 1.2GW module production capacities, and
the installation of photovoltaic system and the development, design,
construction, operation and maintenance of photovoltaic generation
plants. During the year, upgrade and transformation work was performed
on upstream ingot and wafer manufacturing capacities; this not only led
to increase in research and development expenses, the Group, hence, was
also not able to enjoy the full benefit of economy of scale. The Group
maintained its well-established relationships with its long-term customers
throughout the supply chain, stabilised its comparative advantage in the
upstream and midstream business development, at the same time actively
expanded its downstream businesses and thoroughly adhered to the
strategy of vertical integration of the Group.
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Management Discussion and Analysis B2 [E515m M 0

Operations Review (continued)

While maintaining its own leading technological advantage in
monocrystalline products, and adhering to the vertical integration
strategy, through establishing strategic partnerships, the Group and
its partners will be able to leverage on their respective strengths and
experiences in laying a solid foundation for broader co-operation
in the future. One of the most significant was the establishment
of a company with Motech Solar Group, a specialist solar cell
manufacturer in the end of 2015. The company mainly engages in
the manufacturing of photovoltaic modules. With the progressive
commissioning of production capacity in 2016, the advantages of
economy of scale will be demonstrated progressively from 2017 onwards.
After the transformation of monocrystalline wafer production technology
and capacity, the production capacity of monocrystalline wafer will be
close to that of monocrystalline ingots in 2017. As such, the increase in
photovoltaic module capacity becomes compatible with that of upstream
capacity. This will strengthen the upstream and downstream supply and
demand stability. And through strategic alliances, such as Motech which
is a large solar cell-focused manufacturer, demand for the Group’s middle
segment of the production chain in which the Group is relatively weaker,
solar cell, will be met by more stable supply. Based on the above, coupled
with the gradual expansion of monocrystalline product market share,
the advantages of vertical integration will be fully reflected. The Group’s
total annual production volume of photovoltaic modules then reached
1.2GW (31 December 2015: 600MW). Through the domestic and foreign
companies engaged in the photovoltaic system business, to capture the
overseas market business opportunities, and also through the domestic
appetite to the distributed power plants, it will lead to strong demand for
the Group’s upstream monocrystalline product production and sales.

During the year, certain segment of machinery and equipment was
under upgrade and transformation and hence production capacity
was less than expected and the benefit of vertical integration was
not reflected. As a result, the Group was not able to capitalise on the
advantages of economies of scale. Further, to complement the upgrade
and transformation, the Group has incurred an increased amount of
research and development expenses for the continuous enhancement
of manufacturing process and existing and new products. This led to
an increase in administrative expenses. As such, an operating loss of
RMB74.289 million was recorded, compared to an operating profit of
RMB152.548 million in 2015.

Under its vertically-integrated strategy, management has put in place
measures to exploit comparative strengths of the Group to further develop
the downstream monocrystalline solar market through direct contacts
with grid companies, electricity users or solar plant installation contractors
and the management is of the view that the Group is well-positioned to
capture the growth in the market.

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A
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Management Discussion and Analysis &2 & 515 & 24T

Operations Review (continued)
Silicon Ingot and Wafer Business

The Group'’s all-rounded photovoltaic industry chain with its vertically
integrated business model covering both upstream and downstream
businesses allows external sales, which mainly included sales to huge
state-owned enterprises in China, such as State Power Investment
Corporation (FEBEREHREEBAF) (“SPIC"), CGN New Energy
Holdings Co., Ltd. (REBIEZFRERERBR LA F) ("CGN”), China
Huadian Corporation (B ZEE & ® A 7)) (“Huadian”), Beijing Enterprises
Holdings Limited (b ZXIERRBR AR (“BEH"), of its upstream products
such as silicon ingots, wafers and cells which are produced and processed
in-house, apart from being used in its downstream business. To address
the demand of customers and its downstream businesses, the Group
maintained stable capacity for silicon ingots production during the year.

During the year, demand for monocrystalline N-type products has
increased which led to growing market share of monocrystalline N-type
products. This was mainly driven by the higher conversion efficiency,
thereby leading to the sales growth of monocrystalline N-type products.
With the continued realisation of advantages in better improvement
in conversion efficiency, stabler decay rate in its photovoltaic systems,
continued reduction in unit costs, etc of monocrystalline products, it is
expected that the advantage of monocrystalline products will become
more obvious in the field of photovoltaic power generation, and the
market share of monocrystalline silicon products will increase significantly.
Further, as mentioned above, through long term strategic partnerships,
especially Motech being a well-known solar cell-focused manufacturer.
This allows the Group to enjoy priority distribution channels for the sales
of its monocrystalline wafers, and ensure long-term stable utilisation of
the Group's capacity and shipment volume.

The Group have secured a leading position in the monocrystalline silicon
solar ingot manufacture industry in terms of technology, product quality
and quantity. Major products are silicon ingots of 8 inches to 8.7 inches
in diameter. The photovoltaic conversion efficiency of its monocrystalline
silicon products are amongst industry leading ratios. Apart from the
traditional P-type high-end products, the Group also provides N-type high
performance products with a photovoltaic conversion efficiency of 22%-—
23% for the Japanese market where the requirements on quality standard
is stringent. During the year, the external shipment volume of silicon
ingots was 234.8MW, representing an increase of 309% compared to
57.4MW in 2015. The increase mainly due to the increase in the volume
of subcontracting of ingots.

During the year, certain segment of machinery and equipment was under
upgrade and transformation and hence production capacity was less
than expected. As a result, the Group was not able to capitalise on the
advantages of economies of scale. Further, to complement the upgrade
and transformation, the Group has incurred an increased amount of
research and development expenses for the continuous enhancement
of manufacturing process and existing and new products. Although the
production capacity was affected and was not fully utilised as mentioned
above, the Group expects the production capacities and production
volume to resume normal in 2017.
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Operations Review (continued)
Cell Business

The Group's production lines of solar cells are located at the
manufacturing base of the Group in Jinzhou, Liaoning. During the year,
the annual production capacity of solar cells was 350MW. Such solar
cells are on the one hand sold internally to provide high-quality raw
materials supply for the downstream module business of the Group,
and also sold to the customers in China and Japan. The Group's solar
cell manufacturing capacity is highly flexible, products range was hence
extensive, which include monocrystalline, multicrystalline, P-type high end,
N-type double sided solar cells, etc. Focusing on the implementation of
the vertical integration strategy, most of the solar cells have been reserved
for internal utilisation.

Module Business

In 2016, the demand for solar modules has grown rapidly and it led to
an increase in solar module sales. With the continued recovery in the
global solar market, expected market demand will continue to rally, the
Group expects that earnings will remain stable. During the year, external
shipment of the Group reached 769MW, compared to 616MW for
the year ended 31 December 2015, representing an increase of 25%.
The increase in external shipment was mainly made possible with the
progressive commissioning of the additional module manufacturing
capacity during the year in order to satisfy more of the orders. As
mentioned above, as the production capacity commissions progressively,
the Group expects the advantage of economy of scale to be demonstrated
progressively in 2017 onwards. Photovoltaic module capacity becomes
compatible with that of upstream capacity. This will strengthen the
upstream and downstream supply and demand stability.

Further, apart from continuing strong co-operations with its key
customers, including Chinese state-owned enterprise and Japanese
conglomerate, the Group has developed new customer relationships
during the year. As mentioned above, through the expansion of module
production capacity in 2016, it not only enabled the Group to cope with
more orders from the Chinese state-owned enterprises, hence improving
the geographical shipment proportion. The proportion has improved from
69% overseas versus 31% local sales in 2015 to 52% overseas versus
48% local sales. Through continued business development with various
huge state-owned enterprises in China, such as SPIC, CGN, Huadian and
BEH, the clientele has been widened ensuring stable flow of revenue, and
also mitigated the risk of concentrated external shipment to one major
customer. This is approaching a more sustainable balance set out by the
management.
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Operations Review (continued)

Construction and Operating of Photovoltaic Systems
Business

To consolidate its advantages of the business model of vertical integration,
the Group actively expanded the business of end-user market apart from
its efforts in stabilizing its upstream and midstream business development,
thereby driving demand for products from downstream to upstream.
Various projects of different sizes located in PRC are under development.

Financial Review
Revenue

2016 marked another record-breaking year with external shipment of
1,543.4MW and revenue of RMB3,020.976 million, represented an
increase of 392.3MW and RMB121.426 million respectively compared
with the year ended 31 December 2015. The increase represents 34.1%
and 4.2% respectively. As the average selling price of photovoltaic
products has been declining gradually, the increasing percentage in
revenue could not reach the increasing percentage of the external
shipment volume. The Group expected demand for its products to remain
strong as the global and especially the Chinese solar energy market
continue to flourish.

Cost of sales

For the year ended 31 December 2016, cost of sales increased by 1.3% to
RMB2,691.899 million from RMB2,657.012 million for the year ended 31
December 2015. Cost of sales represented 89.1% of total revenue. The
increase in cost of sales mainly due to the increase in the external sales
volume.

Gross profit and gross profit margin

For the year ended 31 December 2016, the Group recorded a gross profit
of RMB329.077 million and a gross profit margin of 10.9%, as compared
to a gross profit of RMB242.538 million and a gross profit margin 8.4%
for the year ended 31 December 2015.

Since the second half of 2015, driven by the construction of power
plants in the PRC market and abroad, demand for photovoltaic modules
continues to shoot up. Through continuous technological innovation in
the production process and improvement of the cost of production, gross
profit margin still managed to grow steadily in spite of the continuous
drop in unit selling price. However, the technical upgrading work
performed on certain machinery and equipment affected part of the
production capacity. As a result, the benefits of economy of scale and
the advantages of vertical integration of the upstream and downstream
industry chains were not reflected. Therefore, a lower-than-expected gross
profit margin and thus losses were recorded.
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Financial Review (continued)
Selling and distribution expenses

Selling and distribution expenses mainly comprised freight charges and
marketing and promotional expenses. Selling and distribution expenses
increased by approximately 7.1% to RMB30.471 million for the year
ended 31 December 2016 from RMB28.450 million for the year ended
31 December 2015, representing 1% of the total turnover of the Group
(2015: 1%). The increase in selling and distribution expenses was mainly
due to the increase in the sales volume.

Administrative expenses

Administrative expenses mainly comprised staff costs and research and
development expenses. The administrative expenses for the year of 2016
amounted to RMB326.304 million, increasing by 60.9% as compared to
RMB202.781 million in 2015. The increase in administrative expenses was
mainly due to the increase in research and development expenses for the
continuous enhancement of manufacturing process and existing and new
products.

Finance costs

Finance costs represented mainly bank loans interests. The finance costs
of the Group decreased from RMB119.984 million for the year ended 31
December 2015 to RMB117.102 million for the year ended 31 December
2016. The decrease in finance cost was mainly due to better financial
control on the use of funds and the repayment of certain loans during
the year. Since the Group has been increasing the number of its financing
banks, it will have better bargaining power for financing and hence, it is
expected from 2017 onwards, the finance costs would be reduced as a
result.

Income tax

Income tax expense was RMB17.442 million for the year ended 31
December 2016, while an income tax expense amounted to RMB3.03
million was recorded for the year ended 31 December 2015. Income
tax expense recorded for 2016 was attributable to the taxable profits
generated by the solar cell and photovoltaic module businesses in China.

(Loss)/profit attributable to the equity shareholders

For the year ended 31 December 2016, the Group recorded a loss
attributable to the equity shareholders of RMB239.149 million as
compared to the profit attributable to the equity shareholders of
RMB15.653 million for the year ended 31 December 2015.
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Management Discussion and Analysis &2 & 515 & 24T

Financial Review (continued)
Inventory turnover days

The inventories of the Group comprised mainly raw materials, namely
polysilicon and other auxiliary raw materials, and finished goods. During
the year ended 31 December 2016, the inventory turnover days of the
Group were 86 days (2015: 89 days). The Group is putting in enormous
effort toward maintaining a level of lower inventory turnover days. During
the year, a long-term purchase contract with a polysilicon supplier has
expired. Not only will the pressure to purchase from this supplier be
lowered dramatically, the purchase bargaining power with suppliers will
also improve. And so, polysilicon inventory would decrease, inventory
turnover days will come down and working capital will increase.

Trade receivable turnover days

For the year ended 31 December 2016, the trade receivable turnover days
of the Group was 63 days (2015: 53 days). Generally, the Group allows
a longer credit period for photovoltaic module sales than other products.
The increase in trade receivable turnover days was due to an increase in
proportion of photovoltaic module sales in the turnover and the higher
sales amount of photovoltaic modules near the end of the year.

Trade payable turnover days

As a result of stable business development in an upward market, the
property of module to overall sales has increased, which led to an increase
in solar cell purchases. The solar cell purchases usually has a shorter
payment terms. Accordingly, trade payable turnover days during the year
decreased to 102 days (2015: 108 days).

Liquidity and financial resources

The principal sources of working capital of the Group during the year
were cash flows from bank borrowings. As at 31 December 2016, the
current ratio (current assets divided by current liabilities) of the Group
was 0.78 (31 December 2015: 0.87). The Group had net borrowings
of RMB1,538.358 million as at 31 December 2016 (31 December
2015: RMB1,626.869 million), including cash at banks and on hand of
RMB293.628 million (31 December 2015: RMB193.953 million), pledged
bank deposits of RMB384.661 million (31 December 2015: RMB459.171
million), bank loans due within one year of RMB2,036.867 million (31
December 2015: RMB1,931.849 million) and non-current bank and other
loans of RMB179.780 million (31 December 2015: RMB348.144 million).
After the balance sheet date, the Group agreed to dispose of a wholly-
owned subsidiary, Golmud Solargiga Energy Electric Power Co., Ltd.
(subject to shareholders’ approval). It would improve the Group'’s financial
structure and the related debt ratios. Meanwhile, the Group has been
increasing the number of its financing banks and the banking facilities. It is
expected that in 2017, the finance costs would be reduced as a result.

Bt 7% B B ()

FERFAHEA
AREENGFETEREM (2 S&EREMER) &
B GH REBEEZT—AF+-A=+—HLEFE &
EEFEFAENASCH(-Z— 1% : 89H) - KEEK
NEFERENFERER - FR - —RKZLERME
HEFMHEHEBARSE®R BT EZEERBEENE

NERERIE 2SN - RBR BN TEMES - ULt
ZREEFANERD  YREFEAEAY  UREE
BWEZRXEAER

RBEZZ—R"ETA=Z+T—HILEFE - AEBEER
EHRFAERRG3E(ZT—01F : 53R) - AEERK
THRABAUHHEENEER - REABERSK - MEE
BAEREEEERLERNREIFRE - S RA M H
ESHEON - EREINE S IRRUEE B

ENEZRFEER

ARSI - EBBRERET  AHFHEESEZEHEE)
FHASEMREELA MELRBEEHRER
B ARFANENESEREAERRLE1028(ZE
—Hh%F :108H) °

REBEERMKEER
AEERFRTELELESTRRABRITEEMBRSAR
B -R-T—XRNEFE+-_A=1+—8 "EENRSHE
(RBEERAEBERE) AR08 (ZE—HF+-_A=+—
H:087)  AEER -_Z—R"F+_A=T—HARE
FEARK1,538358FEL(ZE—RAFT_A=1+—
A: AR¥1,626869EE7T) - R BIEERTRFHER
e ARB293628ABL(ZE—hFE+_A=+—8H:
AR®193.95388T) - EEMIRITFRARK384.661
AEL(ZZ—RHE+-A=1+—8: AR¥459.1718
BT) C —FRNEEHRITERAREK2,036.86788T(=
T-RAF+ZA=1+—H: AR¥1,931.8498&T) &
IERBRIT M EMERARK179.7808 8 (= —H
FH+—A=Z+—8: ARW3481445HETT) - AEBER
HEREBEESHEZEWBARKBARGKERENER
ARI(FBEERTRB)  BHGERSHEEEREHE S
BELE - Z4 - AR BAIDEFESNRERTEE
REE BTt FRERABE—F TR -

ANNUAL REPORT 2016 F ¥R

17



18

Financial Review (continued)
Contingent liabilities
Financial guarantees issued

At 31 December 2016, the Group has undertaken to guarantee a bank
loan to an associate, Jinzhou Aoke New Energy Co., Ltd.* ($8 /B2 525
HHFHEERARAT) (“Jinzhou Aoke”). to the extent of RMB31,450,000
(31 December 2015: RMB37,000,000). As most of the loan balances are
secured by the fixed assets of the associate, the directors consider fair
value of the above financial guarantee is insignificant.

The directors do not consider it probable that a claim will be made
against the Group under the above guarantee. The maximum liability of
the Group at the end of the reporting period under the above guarantee
issued is the outstanding amount of the loan advanced by the bank to the
associate of RMB31.450 million.

The Group agreed to acquire the 63% equity interest in Jinzhou Aoke
after the year end date and Jinzhou Aoke which would become a wholly-
owned subsidiary of the Company upon completion. It would in turn to
create effective conditions for future improved profitability. Thus, the
contingent liabilities of the above guarantee issue would not exist.

Foreign currency risk

The Group is exposed to foreign currency risk primarily through sales and
purchases and cash, bank deposits and bank loans that are denominated
in a currency other than the functional currency, Renminbi, of the
operations to which they relate. The currencies giving rise to this risk
are primarily the US Dollar, Euro, Hong Kong Dollar and Japanese yen.
The Directors do not expect any significant impact from the change in
exchange rates since the Group uses foreign currencies received from
customers to settle the amounts due to suppliers which naturally mitigates
the exchange rate risk. In addition, the Group will consider the difference
in interest rates and fluctuations in the exchange rates of foreign currency-
denominated and local currency-denominated loan balance, and the need
to mitigate the risk through low-risk forward contracts, in order to strike
a balance between the exposure to the variations in interest costs and
fluctuations in foreign exchange rates.

Human resources

As at 31 December 2016, the Group had 3,664 (31 December 2015: 3,748)
employees.

*  For identification only
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Future Prospects and Strategies

Focusing on the development of monocrystalline products, the
Group commands industry-leading technology for the production of
monocrystalline products. It also runs on a unique business model covering
the whole industry chain of the photovoltaic industry, fully leveraging the
synergy among business segments of the Group and providing the Group
with obvious competitive advantage on the market.

2016 is the first year of the Thirteenth Five-Year Plan of China. After
the successful implementation of the Twelfth Five-Year Plan of China
and the “Notice relating to the Issuance of the Implementation Plan
of Photovoltaic Power Generation Infrastructure in 2015" ({BERTE
2015 RRBEBRR BT RABA ) published by the National Energy
Administration in March 2015, which stated that the installed solar
capacity is targeted to reach over 110GW by the end of 2020 including
an installed photovoltaic capacity of over 105GW, market confidence was
greatly boosted, creating favorable conditions for photovoltaic growth
and development in China.

In March 2016, the National Development and Reform Commission (“EIZX
BRMBIEZESF") issued “Opinions on the Implementation of Poverty
Alleviation through Photovoltaic Power Generation” ({BEREENREE
HREBTENEER)) with the aim to alleviate poverty through photovoltaic
power generation. It is expected that two million poor households
from 35,000 poor villages in 471 counties from 16 provinces will be
earmarked to develop village-wide installation of photovoltaic power
and enhance agricultural productivity to ensure an increment in annual
household income by RMB3,000 before year 2020. On the other hand,
the combination of agriculture and photovoltaic power generation ("
KEE") utilises the character of zero pollution during power generation
combining with the available space on top of the planting greenhouses
and breeding shelters to install photovoltaic power generation systems,
creating favourable growing and breeding environment for agriculture
and livestock breeding, as long as generating electricity to power the
operations of the farms. This in turn creates better economic and social
benefits.

Under the improving environment in the global photovoltaic industry
and the frequent launches of favourable policies and plans by the PRC
government, it has highlighted the advantage of high conversion ratios,
stable decay rate in its photovoltaic systems, continued reduction in unit
cost, etc of monocrystalline products. In addition, with the increased
attention by national policy on distributed solar power plants, market
of monocrystalline products are expected to grow continually. Hence,
monocrystalline products are becoming the popular choice in solar
projects and the market share of monocrystalline products is improving.
The proportion of solar plants installing monocrystalline PV systems and
the monocrystalline products used by distributed power plants have
increased as a result.
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Future Prospects and Strategies (continued)

During 2016, the Group performed upgrades and transformation work on
certain segment of machinery and equipment, including ingots, wafers,
cells and modules segments, with special focus on the manufacturing
capacity of ingots and wafers, and engaged in continuous enhancement
of manufacturing process and existing and new products. Although
the production capacity was affected and the Group was not able to
capitalise on the advantages of economies of scale, the Group expects the
production capacities and production volume to resume normal in 2017.
Further, during the year, the Group has also expanded its photovoltaic
module manufacturing capacity to 1.2GW. This matches our upstream
ingot manufacturing capacity and will allow the Group to capitalise its
advantage in vertical integration.

On the other hand, the Group agreed to dispose of a wholly-owned
subsidiary, Golmud Solargiga Energy Electric Power Co., Ltd. after the
year end date (subject to shareholders’ approval), which engaged in
the operation and maintenance of a photovoltaic solar plant located in
Qinghai Province, China. After the disposal, the Group's financial structure
will be improved as a result of the offsetting of respective fixed assets and
bank loans. The Group will look for investment opportunities with higher
IRRs than this project under Golmud Solargiga to improve investment
returns. Through building these new projects, it will create huge demands
for our photovoltaic modules, and in time expand the distribution
channels for the Group’s downstream photovoltaic modules.

In order to enhance economies of scale and operational efficiency
while minimising the overall operational and management costs, the
Company has implemented an integration and centralisation strategy to
consolidate various production bases across Jinzhou, Liaoning. The Group
has fully grasped the market trend. While maintaining its own leading
technological advantage in monocrystalline products, and adhering to the
vertical integration strategy, through strengthened long-term strategic
partnerships especially Motech being a well-known solar cell-focused
manufacturer, the Group and its partners will be able to leverage on
their respective strengths and experiences in laying a solid foundation for
broader cooperation in the future. Through this kind of strategic alliances
with the large solar cell-focused manufacturer, this will on one hand allow
the Group to enjoy huge growth in its monocrystalline wafer sales, and
on the other hand secure the sales channel of wafers and hence ensure
stable supply of solar cells for our production of photovoltaic modules.
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Future Prospects and Strategies (continued)

In addition to the existing long-term local key customers State Power
Investment Corporation (FEIEZXE HREEBE AT (“SPIC”), through
rigorous efforts in developing new customers in the PRC, the Group has
strengthened its ties with large-scale state-owned enterprises, others of
the big-five major power companies and other large listed companies.
These include CGN New Energy Holdings Co., Ltd. (FF B @& # e R
BRAEPRZATE]) and China Huadian Corporation (FEIZEZEE A7), etc.
Without compromising its overseas shipment volume and sales, the Group
has successfully improved its proportion of local to overseas sales from a
31:69 ratio in 2015 to a 48:52 ratio in 2016, and expects to maintain at a
sustainable ratio of 50:50.

In future, the Group will adhere to its development strategy of
vertical integration. By fully leveraging its technological advantage
in monocrystalline products and focusing on the development of
monocrystalline products, it will make good use of its vertically-integrated
capacity with both upstream and downstream portions to raise the
gross profit of the Group’s module products and drive profit growth
of the Group. While maintaining its leading position in upstream and
downstream businesses and creating more demands for our photovoltaic
modules, the Group will actively expand its downstream business of
constructing, operating and maintaining photovoltaic power plants,
and foster market development in overseas markets on the basis of its
existing market share, with a view to enhancing the Group’s downstream
businesses and raising its overall profitability.

By continually uplifting product quality and refining the structure of its
full-industry chain businesses, the Group will, as always, provide the best
product application development and one-stop services to the customers
along its fully integrated photovoltaic industry chain, and aim at becoming
a globally leading supplier of one-stop services in solar power generation.

Post Balance Sheet Events

On 31 March 2017, Jinzhou Yangguang Energy Co., Ltd. (“Jinzhou
Yangguang”), a wholly-owned subsidiary of the Company, and Liaoning
Oxiranchem, Inc. (“Liaoning Oxiranchem”), collectively known as the
“Parties”, entered into an agreement (the “Agreement”), pursuant to
which Liaoning Oxiranchem has conditionally agreed to sell and Jinzhou
Yangguang has conditionally agreed to purchase 63% equity interest in
Jinzhou Aoke New Energy Co., Ltd. (“Jinzhou Aoke"”) for a consideration
of RMB53,000,000. Based on the valuation prepared by an independent
valuer appointed by the Parties, the appraised value as at 31 December
2016 of Jinzhou Aoke is approximately RMB104,696,000. Upon
Completion, Jinzhou Yangguang will own 100% interest in Jinzhou Aoke
which will become a wholly-owned subsidiary of the Company.
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Post Balance Sheet Events (continued)

Further, pursuant to the Agreement, Jinzhou Yangguang has conditionally
agreed to sell and Liaoning Oxiranchem has conditionally agreed to
purchase 100% equity interest in Golmud Solargiga Energy Electric Power
Co., Ltd. ("Golmud Solargiga”) for a consideration of RMB155,400,000.
Based on the valuation prepared by an independent valuer appointed
by the Parties, the appraised value as at 31 December 2016 of Golmud
Solargiga is approximately RMB155,973,000.

On 31 March 2017, to facilitate completion of the Agreement, Jinzhou
Yangguang and Liaoning Oxiranchem entered into a debt settlement
agreement for purpose of settlement of certain indebtedness and other
liabilities in relation to Jinzhou Aoke and Golmud Solargiga.

Audit Committee

The Company’s Audit Committee has reviewed the accounting principles
and practices adopted by the Group and the Group’s annual results for
the year ended 31 December 2016, and has discussed and reviewed the
risk management, internal control and reporting matters.

Dividend

No final dividend was paid in 2016 (2015: Nil). The Directors do not
recommend the payment of a final dividend for 2016 (2015: Nil).

Closure of Register of Members

The register of members of the Company will be closed from 23 June
2017 to 28 June 2017, both days inclusive, during which period no
transfer of shares will be effected. In order to be eligible to attend
and vote at the forthcoming annual general meeting of the Company,
all transfers accompanied by the relevant share certificates must be
lodged with the branch share registrar of the Company in Hong Kong,
Computershare Hong Kong Investor Services Limited at Rooms 1712-16,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong not later than 4:30 p.m. on 22 June 2017.
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CORPORATE GOVERNANCE REPORT

TERERMSE

Overview

The Board strived to uphold good corporate governance and adopted
sound corporate governance practices. This report outlines the principles
and the code provisions set out in the Corporate Governance Code (the
“Code"), as contained in Appendix 14 of the Rules (the “Listing Rules”)
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) which have been adopted by the Group.

The Company has established the audit committee (the "Audit
Committee”) in compliance with the Code to oversee the financial
reporting procedures and internal controls of the Group so as to ensure
compliance with the Listing Rules. The Company has also established
a nomination committee (the “Nomination Committee”) and a
remuneration committee (the “Remuneration Committee”) (collectively,
the “Board Committees”) with defined terms of reference. The terms of
reference of the Board Committees have been posted on the websites of
Stock Exchange and the Company.

The Group has implemented a compliance manual which covers areas
such as ongoing compliance obligations of the Company and the
Directors, business operations of the Group, financial management
systems, human resources management systems, internal control systems,
quality assurance and property management systems. In the opinion of
the Board, all the code provisions set out in the Code were met by the
Company throughout the financial year ended 31 December 2016.

Compliance with the Model Code for Directors’
Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code"”) as set out in Appendix 10
of the Listing Rules as the standard for securities transactions entered into
by Directors. The Company has made specific enquiries of all the Directors
and all the Directors confirmed that they have complied with the required
standards as set out in the Model Code and its code of conduct regarding
Directors’ securities transactions throughout the financial year ended 31
December 2016.
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The Board of Directors

The Board takes the responsibility to oversee all major matters of the
Company, including the formulation and approval of overall business
strategies, internal control and risk management systems, and monitoring
the performance of the senior management. The Directors have the
responsibility to act objectively in the interests of the Company. The
Directors also assume the following responsibilities for corporate
governance as set out in code provision D3.1 of the Code:

(@) to develop and review an issuer’s policies and practices on corporate
governance and make recommendations 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 issuer’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; and

(e) to review the issuer’'s compliance with the code and disclosure in the
Corporate Governance Report.

As at 31 December 2016, the Board comprises seven Directors, including
three executive Directors: Mr. TAN Wenhua (Chairman), Mr. TAN Xin (Chief
Executive Officer) and Mr. WANG Chunwei (Chief Financial Officer), one
non-executive Director: Mr. HSU You Yuan, and three independent non-
executive Directors: Dr. WONG Wing Kuen, Albert, Ms. FU Shuangye and
Mr. ZHANG Chun. The names and biographical details of the Directors
are set out on pages 34 to 37 of the annual report. The Board has a
strong independent element in its composition with over half of the
board members being non-executive Directors to ensure that all decisions
of the Board are made in the best interest of the Group’s long-term
development.

The Board has delegated various responsibilities to the Board Committees.
Further details of these committees are set out below on pages 28 to 30.
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Board Meetings

The Company holds Board meetings regularly, at least four times a year at
approximately quarterly intervals. Ad-hoc meetings will also be convened
if necessary to discuss the overall strategy as well as the operation and
financial performance of the Group. Notice of Board meeting will be
sent to all Directors at least 14 days prior to a regular Board meeting.
Reasonable notices will be given to the Directors for ad-hoc Board
meetings. Directors may participate either in person or through electronic
means of communications. The Company will provide relevant materials
to all the Directors relating to the matters brought before the meetings.
All the Directors will be provided with sufficient resources to discharge
their duties, and, upon reasonable request, the Directors will be able to
seek independent professional advice in appropriate circumstances, at the
Company’s expenses. All Directors will have the opportunity to include
matters in the agenda for Board meetings.

During the year ended 31 December 2016, 8 Board meetings and
1 Shareholders meeting were held and the attendance of individual

Directors at these meetings is set out below:

Attendance/Number of Meetings

Board Shareholders
Name of Directors meetings meetings
Executive Directors
Mr. TAN Wenhua (Chairman) 7/8 on
Mr. TAN Xin 7/8 iVAl
Mr. WANG Chunwei 8/8 iVAl
Non-executive Director
Mr. HSU You Yuan 8/8 01
Independent non-executive

Directors

Dr. WONG Wing Kuen, Albert 8/8 01
Ms. FU Shuangye 8/8 0/1
Mr. ZHANG Chun 8/8 01
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Independent non-executive Directors

All independent non-executive Directors possess a wealth of professional
and industry expertise and management experience and have provided
their professional advices to the Board. They have played a significant role
in the Board by virtue of their independent judgment and their views carry
significant weight in the Board's decision. In particular, they bring impartial
views to the Board on issues of the Company’s strategy, performance
and control. The Board also considers that independent non-executive
Directors provide independent advice on the Company’s business strategy,
results and management so that all interests of shareholders are taken
into consideration, and the interests of the Company and its shareholders
are taken into account in all business decisions. The Company has
received from each of the independent non-executive Directors an annual
confirmation of his/her independence pursuant to Rule 3.13 of the Listing
Rules. The Company considers that all the independent non-executive
Directors are independent in accordance with the Listing Rules.

Appointments, Re-election and Removal of
Directors

Each of Mr. TAN Wenhua and Mr. TAN Xin has been appointed as an
executive Director for a specific term of three years commencing from 27
June 2014, and Mr. WANG Chunwei has been appointed as an executive
Director for a specific term of three years commencing from 29 June
2016. Such terms are subject to re-appointment by the Company at an
annual general meeting upon retirement.

Mr. HSU You Yuan has been appointed as non-executive Director for a
specific term of three years commencing from 29 June 2016. Such terms
are subject to re-appointment by the Company at an annual general
meeting upon retirements.

Mr. ZHANG Chun has been appointed as an independent non-executive
Director for a specific term of three years commencing form 29 June
2016, and each of Dr. WONG Wing Kuen, Albert and Ms. FU Shuangye
has been appointed as an independent non-executive Director for a
specific term of three years commencing from 29 June 2015. Such terms
are subject to retirement by rotation and re-election in accordance with
the articles of association of the Company.

In accordance with the provisions of the Company'’s articles of association,
Mr. TAN Wenhua, Mr. TAN Xin and Dr. WONG Wing Kuen, Albert will
retire by rotation at the forthcoming annual general meeting and being
eligible, and will offer themselves for re-election at the annual general
meeting.
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Board Diversity

The Board has a board diversity policy which is available on the
Company’s website. In order to achieve a diversity of perspectives among
members of the Board, it is the policy of the Company to consider a
number of factors when deciding on appointments to the Board and the
continuation of those appointments. Such factors include gender, age,
cultural and educational background, ethnicity, professional experience,
skills, knowledge, length of service and the legitimate interests of the
Company’s principal shareholders. The Board considered the Company
has achieved the objective of board diversity during the year.

Training and Professional Development

All Directors should participate in continuous professional development to
develop and refresh their knowledge and skills. The Directors have been
given relevant guideline materials to ensure that they are apprised of the
latest changes in the commercial, legal and regulatory requirements in
relation to the Company’s businesses, and to refresh their knowledge and
skills on the roles, functions and duties of a listed company director.

All Directors had provided a record of training they received during the
year to the Company. According to the training records provided by the
Directors, the trainings attended by them during the reporting period is
summarised as follows:

Trainings on corporate
governance and

Directors regulatory development

Executive Directors

Mr. TAN Wenhua (Chairman) v
Mr. TAN Xin v
Mr. WANG Chunwei v

Non-executive Director
Mr. HSU You Yuan v

Independent Non-executive Directors

Dr. WONG Wing Kuen, Albert v
Ms. FU Shuangye v
Mr. ZHANG Chun v
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Chairman and Chief Executive Officer

Under code provision A.2.1 of the Code, the roles of the Chairman and
the Chief Executive Officer (“CEQ") should be separated and should not
be performed by the same individual.

Mr. TAN Wenhua since 1 October 2015 served as both the Chairman
and the CEO, such practice deviates from code provision A.2.1 of the
Corporate Governance Code as set out in Appendix 14 to the Listing
Rules (the “Code"), following Mr. Hsu You Yuan's stepping down from
the position of CEO, so as to maintain the continuity of the policies and
the stability of the operations of the Company. In order to alleviate the
workload from the dual roles of Chairman of the Board and CEO and
better comply with the principles and the code provisions set out in the
Corporate Governance Code in Appendix 14 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited,
Mr. TAN Wenhua, has stepped down from the position of CEO of the
Company and Mr. TAN Xin has been appointed as the CEO of the
Company with effect from 6 October 2016.

The overall management of the Company was performed by the CEO,
executive Directors and senior management of the Company. The
executive Directors (Mr. TAN Wenhua, Mr. TAN Xin and Mr. WANG
Chunwei) who have extensive experience in the solar energy industry
and their respective areas of profession, spearhead the Group’s overall
development and business strategies.

Board Committees
Audit Committee

The Company has established the Audit Committee with written terms
of reference in compliance with Rules 3.21 to 3.23 of and Appendix
14 to the Listing Rules. The primary duties of the Audit Committee
include overseeing the financial reporting processes and internal control
procedures of the Group, reviewing the financial information of the Group
and considering issues relating to the external auditor. Currently, the
Audit Committee consists of three independent non-executive Directors,
namely, Dr. WONG Wing Kuen, Albert (Chairman), Ms. FU Shuangye and
Mr. ZHANG Chun.

In 2016, the Audit Committee met 2 times and the attendance of
individual Directors at these meetings is set out below:

Attendance/

Number of

Name of Directors meetings
Independent non-executive Directors

Dr. WONG Wing Kuen, Albert (Chairman) 2/2

Ms. FU Shuangye 2/2

Mr. ZHANG Chun 2/2
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Board Committees (continued)

The Audit Committee has reviewed the Group’s interim financial report
for the six months ended 30 June 2016 and annual consolidated
financial statements for the year ended 31 December 2016, including the
accounting principles and practices adopted by the Group, and has also
discussed auditing, internal control and financial reporting matters with
the management. The Audit Committee also monitored the Company’s
progress in implementing the Code as required under the Listing Rules.

Remuneration Committee

The Company established the Remuneration Committee pursuant to a
resolution of the Directors passed on 27 February 2008 pursuant to Rules
3.25 to 3.27 of and Appendix 14 to the Listing Rules. The primary duties
of the Remuneration Committee include making recommendations to
the Board on the Company's structure for remuneration of Directors and
senior management and on the establishment of a formal and transparent
procedure for developing policy on such remuneration. Currently, the
Remuneration Committee consists of four members; three of whom
are independent non-executive Directors, namely, Ms. FU Shuangye
(Chairman), Dr. WONG Wing Kuen, Albert and Mr. ZHANG Chun, and
one is an executive Director, namely, Mr. TAN Wenhua.

In 2016, the Remuneration Committee met once and the attendance of
individual Directors at the meeting is set out below:

Attendance/
Number of
Name of Directors meetings
Independent non-executive Directors
Ms. FU Shuangye (Chairman) 11
Dr. WONG Wing Kuen, Albert 171
Mr. ZHANG Chun 11
Executive Director
Mr. TAN Wenhua 11

The Remuneration Committee has made recommendations to the Board
regarding the remuneration policy of the Company. In addition, it has
also reviewed and approved management’s remuneration proposal by
reference to corporate goals and objectives resolved by the Board, and
ensured that no Director or any of his/her associates is involved in deciding
his/her own remuneration.
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Board Committees (continued)
Nomination Committee

The Company established a Nomination Committee pursuant to a
resolution of the Directors passed on 27 February 2008 pursuant to
Appendix 14 to the Listing Rules. The primary duties of the Nomination
Committee include making recommendations to the Board on the
Company’s policy and structure for recruiting Directors and senior
management and on the establishment of formal and transparent
procedures for nomination procedures and process and criteria adopted
by the Nomination Committee to select and recommend candidates
for directorship and senior management. Currently, the Nomination
Committee consists of four members; three of whom are independent
non-executive Directors, namely, Mr. ZHANG Chun (Chairman),
Dr. WONG Wing Kuen, Albert and Ms. FU Shuangye, and one is a
non-executive Director, namely, Mr. HSU You Yuan.

In 2016, the Nomination Committee met once and the attendance of
individual Directors at the meeting is set out below:

Name of Directors Attendance
Independent non-executive Directors

Mr. ZHANG Chun (Chairman) ival
Dr. WONG Wing Kuen, Albert 11
Ms. FU Shuangye 171
Non-executive Director

Mr. HSU You Yuan 11

The Nomination Committee has discussed matters relating to the
appointment of senior management members during the year. The
Nomination Committee also considered and resolved that all the existing
Directors shall be recommended to be retained by the Company.

Financial Reporting and Internal Control
Financial Reporting

The Board, supported by the Chief Financial Officer and the Finance
Department of the Company, is responsible for the preparation of the
financial statements of the Company and the Group. In the preparation of
financial statements, Hong Kong Financial Reporting Standards have been
adopted and the appropriate accounting policies have been consistently
used and applied. The Board aims to present a clear and balanced
assessment of the Group's performance in the annual and interim reports
to the shareholders, and make appropriate disclosure and announcements
in a timely manner.
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Financial Reporting and Internal Control (continued)
Auditors’ Remuneration

The performance and remuneration of the external auditors of the
Company, Ernst & Young, have been reviewed by the Audit Committee.
For the year ended 31 December 2016, the fees paid and payable to Ernst
& Young and other external auditors in respect of audit services amounted
to approximately RMB2,790,000 (2015: RMB2,110,000). In addition,
approximately RMB275,000 (2015: RMB167,000) was charged for other
non-audit services.

Risk management and internal control

The Board is responsible for the risk management and the internal control
of the Group and for reviewing its effectiveness. The Company conducted
regular review to monitor the Company’s internal management and
operation during the year. Procedures have been designed to review
the risk management functions and to ensure maintenance of proper
accounting records for the provision of reliable financial information for
internal use or for publication, ensure compliance of applicable laws, rules
and regulations.

In order to fulfil their fiduciary duties and duties of skill, care and
diligence, the Directors will constantly seek advice and assistance from the
Company’s internal legal team and if necessary, seek advice from external
legal advisors in Hong Kong and the PRC. The Company also adopted
internal control procedures relating to, among others, signing authority
and procedures since February 2007. The Company has an Audit and
Legal Department consisting 3 members with extensive experience in the
legal field. The main duties of the Audit and Legal department include:

o providing legal advice on major business decisions
o reviewing and drafting legal documents

o handling legal disputes

o advising on legal issues related to daily operations
o conducting internal training for compliance matters

For the year ended 31 December 2016, the Board considered that the
Group's risk management and internal control systems are adequate and
effective and the Company has complied with the Corporate Governance
Code.

Directors’ responsibility on the financial statements

The Directors acknowledged their responsibility for preparing the financial
statements for the year ended 31 December 2016, which were prepared
in accordance with applicable accounting standards.

The reporting responsibility of the external auditor of the Company, Ernst
& Young, on the consolidated financial statements of the Group are set
out in the independent auditor’s report on pages 56 to 62.
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Financial Reporting and Internal Control (continued)
Going concern

Other than the events stated in note 2.1 to the Financial Statements on
pages 77 to 79, there are no material uncertainties relating to events or
conditions that cast significant doubt upon the Group's ability to continue
as a going concern.

Investors Relations

The Company places strong emphasis on its communications with
investors, and considers that maintaining on-going and open
communications with investors can promote investors’ understanding of
and confidence in the Company. The Company disclosed all necessary
information to the Shareholders in compliance with the Listing Rules and
met with media, securities analysts, fund managers and investors on a
regular basis to respond to their enquiries so as to provide them with a
clearer picture of the Company’s achievements in business management
and other aspects.

The general meeting of the Company is also an effective communication
channel between the Board and Shareholders. The Company will meet
with the Shareholders and respond to their enquiries in the general
meetings. The executive Directors attended the annual general meeting of
the Company held on 29 June 2016.

Shareholders’ Rights

Convening an extraordinary general meeting of the
Company (“EGM")

Pursuant to article 58 of the articles of association of the Company,
Shareholders holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the Company Secretary,
to require an EGM to be called by the Board for the transaction of any
business specified in such requisition; and such meeting shall be held
within 2 months after the deposit of such requisition.

There are no provisions allowing Shareholders to move new resolutions
at general meetings under the Cayman Islands Companies Law (2011
Revision) or the articles of association of the Company. Shareholders who
wish to move a resolution may request the Company to convene a general
meeting following the procedures set out in the preceding paragraph.
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Shareholders’ Rights (continued)
Enquiries from Shareholders

Shareholders may send written enquiries, either by post or by facsimile,
together with his/her contact details, such as postal address, email or fax,
addressing to the head office of the Company at the following address or
facsimile number:

Solargiga Energy Holdings Limited
Room 1402, Harbour Centre

25 Harbour Road

Wanchai

Hong Kong

Attention to: Company Secretary

Fax: 852 3416 2111

Changes to Constitutional Documents

During the year ended 31 December 2016, there was no significant
change in the Company'’s constitutional documents, and these documents
are published on the websites of the Company and the Stock Exchange.
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EENSREEAER™GE

Directors
Executive Directors

Mr. TAN Wenhua (FE3Z%), aged 60, an executive Director and the Chairman
of the Board. He was one of the founders of the Jinzhou Plants. He was
conferred various honours including the Model for the Labour of the Building
Materials Systems of the Nation, the medal of “May 1st” Labour of Liaoning
Province, the Builders Merit award of Liaoning Province, the Outstanding
Member of the China Communist Party, the Outstanding Entrepreneur of the
Building Materials Industry of the Nation, the Venture Entrepreneur of the
Liaoning Province and First Prize Entrepreneur of Jinzhou. He is also a guest
professor of Liaoning University of Technology and Vice President of Bohai
University. Prior to the founding of Jinzhou Plants, he was the Chairman of $&
MNFERHIRE (EE)BREE QA (inzhou Xinhua Quartz Glass (Group)
Co., Ltd.) and the Director of $ ) —F F & (Jinzhou 155 Factory), a state-
owned factory engaging in quartz crucibles manufacturing. He has been
granted a special subsidy by the State Council in 2004 for his contribution
in engineering technology. He is the father of Mr. Tan Xin, the executive
Director of the Company and Chief Executive Officer of the Company.

Mr. TAN Xin (;E%%), aged 33, is an executive Director and the Chief Executive
Officer of the Company. He joined the Group in July 2005. He holds a
bachelor’s degree of Marketing from the Macau University of Science and
Technology, and a master’s degree of Business Administration from University
of East Anglia, the U.K. Mr. Tan is also a Standing Committee member of
the Liaoning Province Youth Federation (RE A EEH AT EHRES T
&), Member of the 12th and 13th Jonghou Municipal Committee of the
Chinese People’s Political Consultative Conference (#8MHE+= + E+=
A ZE) and Vice President of the 15th Jinzhou Association of Industry
and Commerce 8N E+ AE TEERIERE). Mr. Tan was awarded Year
2011 Meritorious Entrepreneur (201 1FEIhEI 2 R) by Jinzhou Municipal
Government. Before taking the role of the Chief Executive Officer, Mr. Tan
also worked in other subsidiaries within the Group and accumulated plenty of
experiences from his prior positions. He is the son of Mr. TAN Wenhua who is
an executive Director and the Chairman of the Company.
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Directors (continued)
Executive Directors (continued)

Mr. WANG Chunwei (EE1&), aged 45, is an executive Director and the Chief
Financial Officer of the Company. He joined the Company on 1 January 2007
and was the Company’s deputy general manager of China region, who was
responsible for the accounting and finance matter of the Group. He obtained
a Master of Business Administration from the State University of New Jersey
(Rutgers). He is a certified public accountant in Maryland, the United States.
Prior to joining the Group, he was a Special Assistant to President & Deputy
Spokesman of The Office of General Manager of WWX, the Spokesman and
Chief Financial Officer of Panram International Corp., a company listed on the
Gre Tai Securities Market in Taiwan.

Non-executive Director

Mr. HSU You Yuan (EF#h3fi%c4E), aged 62, a non-executive Director of the
Company. He joined the Group on 6 February 2007 and was appointed an
executive Director on the same date. He graduated with a master degree in
Business Administration from the Chinese Culture University in 1980. Prior
to joining the Group, Mr. HSU was the Managing Director of Wafer Works
Corp. ("WWX") from February 1998 to June 2003 and later became the
Vice-Chairman of the board of WWX in June 2003. WWX is a manufacturer
of silicon wafer for the semiconductor industry and is listed on the Gre Tai
Securities Market in Taiwan since May 2002. He was the managing director
of Silicon Technology Investment (Cayman) Corp. and was appointed the
Chief Executive Officer of Solar Technology Investment (Cayman) Corp.,
responsible for overseeing, amongst others, WWX’s investment in the solar
energy industry. In March 2006, he was appointed a director and he was
subsequently appointed as the Chairman of the board of Jinzhou Youhua
in September 2006. Mr. HSU's previous work credentials also include acting
as Deputy General Manager of Mosel Vitelic Inc., a company listed on the
Taiwan Stock Exchange and as a member of the board of directors and
Executive Vice-President of Mosel Vitelic (Hong Kong) Limited, a subsidiary of
Mosel Vitelic Inc. Mr. HSU had also made contributions to non-commercial
sectors in the past. He served as a researcher, a deputy director, and the
director of Business Department of the Executive Yuan Development Fund of
Taiwan (Note: Executive Yuan Development Fund is now known as National
Development Fund, Executive Yuan). He was also a lecturer of Statistics and
Managerial Mathematics for the Business Administration department at the
Chinese Culture University.
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Directors (continued)
Independent Non-executive Directors

Dr. WONG Wing Kuen, Albert (£ k), aged 65, was appointed an
Independent non-executive Director on 12 January 2008. Dr. Wong
is a fellow member of The Institute of Chartered Secretaries and
Administrators, The Hong Kong Institute of Chartered Secretaries, The
Taxation Institute of Hong Kong, Chartered Institute for Securities and
Investments, UK, Association of International Accountants, Society of
Registered Financial Planners, Hong Kong, The Institute of Certified
Public Accountants in Ireland, UK, as well as a member of Hong Kong
Securities Institute, The Chartered Institute of Arbitrators, Macau Society
of Certified Practising Accountants and an associate member of The
Chartered Institute of Bankers in Scotland, UK. Dr. WONG had been
a director and Chief Executive Officer of Minghua Group International
Holdings Limited, a listed public company in the United States, until
30th September 2004. Dr. WONG had also been an independent non-
executive director of Rare Earths Global Limited, a company listed on the
London Stock Exchange — AIM Market, since March 2012, and retired as
an independent non-executive director on 2 May 2014 because of the
cancellation of admission on AIM of the Ordinary Shares of Rare Earths
Global Limited. According to the filings made available to public through
the EDGAR database in U.S., for the quarterly period ended 30 September
2005, Minghua Group International Holdings Limited was “a small
business issuer” and “a development stage company”. Dr. WONG has
been the Chief Consultant of KND & Co. CPA Limited, an independent
non-executive director of APAC Resources Limited, a company listed on
the Main Board of the Hong Kong Stock Exchange, since July 2004; an
independent non-executive director of China Merchants Land Limited,
a company listed on the main board of the Hong Kong Stock Exchange,
June 2012; and an independent non-executive director of China VAST
Industrial Urban Development Company Limited, a company listed on the
main board of the Hong Kong Stock Exchange in August 2014.

Ms. FU Shuangye (fF 5B %), aged 48, was appointed an independent non-
executive Director on 12 January 2008. Ms. FU graduated from Wuhan
University with a bachelor degree in English Literature in 1990 and
obtained her further legal studies certificate in the Law School of China
Politics and Law University in 1997. She was qualified as a PRC lawyer in
1998. She was a partner of Zhong Lun W&D Law Firm in Beijing. Ms. FU is
now the Managing Director Partner of Zhong Hao Attorneys-at-Law.
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Directors (continued)
Independent Non-executive Directors (continued)

Mr. ZHANG Chun (35#&), aged 84, an independent non-executive
Director, joined the Group on 12 January 2008. Mr. ZHANG graduated
from Tianjin University in 1955 and conducted research on semiconductor
silicon material in bt BB SBHFEEPT (Beijing Non-Ferrous Metal
Research Institution) in the same year. During 1965 to 1979, he was
involved in the establishment of the semi-conductor materials factory
in Emei and the monocrystalline silicon factory in Luoyang and their
production and technological management. During 1979 to 1998, he
was the supervisor of a semi-conductor material research unit of Beijing
Non-Ferrous Metal Research Institution, the supervisor of the BZR EgE
MR TREFZEP D (State Semi-conductor Material Engineering Research
Centre) and he also acted as the general manager of £ & ¥ EEIRIAIR
‘28] (Jinxin Semi-conductor Material Company Limited). The (a) project on
3 to 4 inches monocrystalline silicon for the use in integrated circuit and
(b) the research project on the manufacture of 125mm monocrystalline
silicon wafer for the use in 2 to 3um integrated circuit organized and led
by Mr. ZHANG received RIEH fif# 25 — % 48 (the Science and Technology
Progress First Prize) by the China National Non-Ferrous Metals Industry
Corp. Mr. ZHANG was granted a special subsidy of government from the
State Council since 1992, was awarded the title of Supreme Model for the
Labour of the Non-ferrous Metals Industry of the Nation in 1993 and was
awarded as a 25t T/EZ& (National Pioneer) by the State Council in
1995.

The Directors’ interest or short positions in the shares or underlying shares
in the Company within the meaning of Part XV of the Securities and
Futures Ordinance (“SFQO") are set out in the section headed “Interest and
Short Positions of the Directors and the Chief Executives of the Company
in the Shares, Underlying Shares and Debentures of the Company and its
Associated Corporations” in this annual report. Each Director has been
appointed for a term of three years. The Directors’ emoluments, the basis
of determining the same (including any bonus payments, whether fixed
or discretionary in nature, irrespective of whether the Director has or does
not have a service contract) and the Directors’ fees are set out in note 9
to the Financial Statements and the section headed and “Report of the
Directors — Emolument Policy” of this annual report. Save as disclosed
above, each Director confirmed that there are no other matters that need
to be brought to the attention of the shareholders of the Company and
there is no other information which is required to be disclosed pursuant to
Rule 13.51(2) of the Listing Rules.
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Senior Management

Mr. YUEN Kin Shan (R#1L), aged 35, is the Financial Controller,
Company Secretary and Investor Relations Director of the Company.
He holds a Bachelor of Commerce in Finance and Accounting from the
University of New South Wales in Australia and he is member of the
Hong Kong Institute of Certified Public Accountants and CPA Australia.
He joined the Company in September 2014 and has over 10 years of
experience in auditing, accounting, financial management and corporate
finance.

Dr. CHEN Wei (FRE¥), aged 45, Special Assistant to the Chairman and
Overseas Sales Representative. She joined the Group in July 2006. She
obtained her Doctor of Philosophy in Management at Wuhan University
of Technology (& T K£) in 2005. Prior to joining the Group, she
was appointed Vice-President of Xi'an International Trade Promotion Co.
Ltd. (AZHIMEEEIERE A F)) and the Vice-President of International
Transport Division of Shaanxi Machinery & Equipment Import & Export

Corp. (BREMMRBEL AR BABEKREES A R).

Mr. LI Hongbang (Z=3£$B), aged 44, the general manager of Ingot Pulling
and Wafer Slicing Business Department of the Group. He joined the Group
in 2003. He graduated from Zhejiang University in 2010 with a bachelor’s
degree in marketing. From 2005, Mr. LI served as the office supervisor.
Mr. LI was the head of Sales Department since 2007 and the supervisor of
Shanghai Marketing Center and the head of Sales Department since 2009.
Later, he became the director of Group Production Planning Department
in 2013. He has served as the general manager of Ingot Pulling Business
Department since May 2014, and also served as the general manager of
Wafer Slicing Business Department since October 2015.
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Senior Management (continued)

Mr. WANG Lixin (E32%f), aged 49, the general manager of Cell Business
Department of the Group. He graduated from the Party School of
Liaoning Province in 2000. Prior to joining the Group, Mr. WANG was
the Chief Engineer of Jinzhou Thermal Power Corporation (8 Z\E 42
A&]) from April 1990 to May 2008. He joined the Group as the head of
Cell Business Department and Equipment Department in 2008 and later
became the plant head of Cell Business Department since 2012 and the
general manager of Cell Business Department since 2014.

Mr. ZHANG Hai (3&), aged 34, the general manager of Module
Business Department of the Group. He joined the Group in May 2009. He
graduated from Northeastern University in 2006 with a bachelor’s degree
in information technology and business management and is an electrical
engineer. In 2010, Mr. ZHANG was employed by Huachang Photovoltaic
Technology Co., Ltd (FEENXRBEBR A F]) as the head of Quality
Assurance Department. He served as the head of Group Quality Control
Department in 2012 and the director of Group Quality Management
Department in February 2014. In August 2014, he became the general
manager of Module Business Department.

Mr. ZHANG Yuewen (5R#X), aged 52, the general manager of System
Integration Business Department of the Group. He joined the Group in
2003 and was appointed as the head of Production Operation Department
on the same date. Mr. ZHANG served as the head of Production Operation
Department since 2003 and then became the Marketing Director of
Solargiga in 2005. At the end of 2009, he acted as the general manager
of Shanghai Jingji Electronic Materials Co., Ltd.. In February 2014, he
was appointed as the general manager of System Integration Business
Department and general manager of Shanghai Jingji Company (Li&&#;
AR,

REEAESRE

SREEAE @

TT#st - 498 AEEE 0N FLBBLCE o HR
“ETTERERNEELARR c MBAEEA - TE
- NANEENAE-TT/N\ERAHERNRELEA

RIBEIRAM - A-TT/\FNEAREE  TEHFE
%%ﬁi@%ﬁ%ﬁ%#aﬁ%*ﬁ% C HBER T R

B EETHE - —OFREEm A FEDRL
B—H -

RIGRE 3457 AEBBEHSENELE - FR=
SENFHANBAEE - HRZTZ /\iiiﬁ"%it
RE  RESEERMEARKEEELEM - AERIE
o RAEA T —TFERTAEEXRKRBIBEBERAA
MRBPBE  ZE—FEEEERPBE —ZT—N
F-AREBESEEENMEE  ——NFNAEAN
EEIBISIE Y -

RBX KL 525%  AEBERREKREEMBALE -
fBZEAfgg FIMBAREE L HF B B EEEL LA

cRALEATEFHELELLHHR - RN
:%%ﬁiﬁ%fﬂ%%éﬁ%%%?@% F CETAFEMEL
BEREFMHARARALE IR _FT—MFE_H
BESESEREXDAEERE LSRR AFAKE
B

ANNUAL REPORT 2016 F ¥R

39



40

REPORT OF THE DIRECTORS
ESEWMES

The Directors present the annual report together with the audited
consolidated financial statements for the year ended 31 December 2016.

Principal Activities

The Company acts as an investment holding company of the Group. The
principal activities of the Group are the trading of, manufacturing of and
provision of processing services for polysilicon and monocrystalline silicon
solar ingots/wafers, and the producing of and trading of photovoltaic cells
and modules, the installation of photovoltaic systems and the operating
of photovoltaic power plants. The analysis of the principal activities and
geographical locations of the operations of the subsidiaries during the
financial year are set out in note 1 to the financial statements. Further
discussion and analysis of these activities, including a description of an
indication of likely future development in the Group’s business, can be
found in the Management Discussion and Analysis set out on pages 9
to 22 of this annual report. This discussion forms part of this directors’
report.

Major Customers and Suppliers

The Group's top five customers are mainly silicon solar wafer, cell or
modules manufacturers or traders. In aggregate, the largest and five
largest customers did not exceed 40% (2015: 36%) and 73% (2015:
79%) of the Group's total sales in 2016 respectively.

The Group currently procures raw materials from about 95 major suppliers
(2015: 111). In aggregate, purchases from its largest and five largest
suppliers did not exceed 27% (2015: 23%) and 49% (2015: 65%) of
the Group’s total purchases in 2016 respectively. Save for WWX, at no
time during the year have the Directors, their close associates or any
shareholder of the Company (which to the knowledge of the Directors
owns more than 5% of the Company’s share capital) had any interest in
these major suppliers and/or customers.

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A

EEREAFRERBEZE T —RF+-A=+—HIt
FENEEZREMBERE -

FEXK

RRRRERERREERAT - AEBTEXBREE
REUERGREZ R REREE T ARG
Z@REREE ERONIRYE  YEERESERRK
B A - R EGA R SR E L, o KRNI
FEAMBARZ E2EB MR #8022 EBD
FENHBREMT - ERERFEINE - FTwmk
DI (BREREEEG AR ETRRRERDPRAH
M) BRARFREIZ22BER B H/RAMN el
KABZGHRETZH 8D

FREFRMER

AEBMARTFEZ ARG - B EFEER
KEHE c FARAAREPR-_ZE—RENHERTES
BT BB AL EHE QFNI0%(ZZT—1F : 36%) &%
73%(ZZ—HF 1 79%) °

FEERBELYBR(ZE—1F - 1NMR) T EHERAKR
BRVH - RARAAREBAR T "ENRELHE
DRI RBAEERBARN27%(ZF—1F : 23%)
K49% (ZF—FH4% : 65%) - FRE @B EE - K
ENETHEALTAREEMAER AR BRAS%IA L
ZEMARBRRE - BERNAFERNEAER  £%F
TEHER R RE P TR RS



Financial Statements and Dividends

The profit of the Group for the year ended 31 December 2016 and the
Group's financial position as at that date are set out in the financial
statements on pages 63 to 168. The Directors do not recommend the
payment of a final dividend for the years ended 31 December 2016 and
2015.

Transfer to Reserves

Loss attributable to shareholders of the Company for the year ended 31
December 2016 was RMB239,149,000 (2015: profit of RMB15,653,000)
had been transferred to reserves. Other movements in reserves are set out
in the consolidated statement of changes in equity on page 67.

As at 31 December 2016, distributable reserves of the Company amounted
to approximately RMB1,139,160,000 (2015: RMB1,141,354,000).

Charitable Donations

Charitable donations made by the Group during the year amounted to
RMB222,000 (2015: RMB165,000).

Bank Loans and Other Borrowings

Particulars of bank loans and other borrowings of the Group as at 31
December 2016 are set out in note 27 to the financial statements.

Property, Plant and Equipment

Details of acquisitions and other movements in property, plant and
equipment are set out in note 14 to the financial statements.

Share Capital

Details of the movements in share capital of the Company during the year
are set out in note 35 to the financial statements.

Five-year Financial Summary

A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 5 of the annual report.
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Directors

The Directors during the financial year and up to the date of this report
were:

Executive Directors

Mr. TAN Wenhua, Chairman
Mr. TAN Xin
Mr. WANG Chunwei

Non-executive Director
Mr. HSU You Yuan

Independent Non-executive Directors

Dr. WONG Wing Kuen, Albert
Ms. FU Shuangye
Mr. ZHANG Chun

In accordance with the provisions of the Company'’s articles of association,
Mr. TAN Wenhua, Mr. TAN Xin and Dr. WONG Wing Kuen, Albert, will
retire by rotation at the forthcoming annual general meeting. Mr. TAN
Wenhua, Mr. TAN Xin and Dr. WONG Wing Kuen, Albert, being eligible,
and will offer themselves for re-election at the annual general meeting.

Directors’ Service Contracts

None of the Directors being proposed for re-election at the forthcoming
annual general meeting has a service agreement with the Company which
is not determinable by the Company within one year without payment of
compensation, other than statutory compensation.

Related Party Transactions

During the year ended 31 December 2016, transactions with the following
parties are considered to be related party transactions:

BE
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Name of party &5 &% Relationship B#&

Jinzhou Changhua Carbon Products Company Limited Controlled by Tan Wenhua, Chairman of the Company
BMEERZYRERAA XA A E B

Jinzhou Huarong Property Management Company Limited Controlled by Tan Wenhua, Chairman of the Company
BMERYEERER AT XA A E B

Jinzhou Youlin Semi-Conductor Material Co., Ltd. Controlled by spouse of Tanxin, an executive director of the Company
RN ERE MR A IR A F) RARFPITE R BRI BT

Jinzhou Aoke Yangguang New Energy Company Limited Associate of the Group

SR B S R FTRERA R A A REEREEE QR

Details of the related party transactions are disclosed in note 41 to the
financial statements.
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Continuing Connected Transactions

The Company confirms that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules in
respect of the Company’s continuing connected transactions.

Connected Transaction

On 6 May 2016, Jinzhou Jinmao Photovoltaic Technology Co., Ltd.* (§&
MR SR B AR A F) (“Jinzhou Jinmao”), an indirectly-owned
subsidiary of the Company, entered into an agreement, pursuant to
which the Vendor has agreed to dispose of, and Jinzhou Jinnmao has
agreed to acquire, the state-owned land use rights in respect of the Land
together with the factory buildings and premises erected thereon at a
cash consideration of RMB8,000,000.

As the Vendor is owned as to 35% by Jinzhou Yuexin Silicon Materials
Co., Ltd.* ($RMBBEMBIBRDE) ("Jinzhou Yuexin”), a company
established in the PRC with limited liability and wholly owned by Mr. Tan
Xin, an executive Director, the Vendor was a close associate of Mr. Tan
Xin and thus a connected person of the Company. Consequently, the
Acquisition constitutes a connected transaction for the Company under
Chapter 14A of the Listing Rules.

As the applicable percentage ratios (as defined under the Listing Rules)
other than the profits ratio are less than 5%, the Acquisition is a de
minimis transaction under Rule 14A.76(2)(a) of the Listing Rules and is
exempt from the circular (including independent financial advice) and
Shareholders’ approval requirements.

Having taken into account the market value of the Land and the
consideration for the Acquisition, the Directors consider that the
Acquisition presents an excellent investment opportunity for the Group
and to provide further working space to cope with the expected
expansion in the Group's sales of photovoltaic modules. In light of the
above, the Directors (including the independent non-executive Directors)
consider that the terms of the Acquisition and the consideration for the
Acquisition are on normal commercial terms, fair and reasonable and in
the interests of the Company and the Shareholders as a whole.

Report of the Directors 5 &&=

FERERS
ARFRR - EEARE RS AASRAA T
ERBUTEMRERE -

BREXZ

RZZE—R"FRANA @ BMBBARBHEER QA
(Jinzhou Jinmao Photovoltaic Technology Co., Ltd.*)([ 5§
MERRR ) B FFI U Z % - Bt BEAREHEMmER
MERE BB Z T B A tib (P F i E R E R
B TR KA - e R(ERAKKES,000,0007T ©

SN EEMBIER AR (TE8RM LS |) AP BIAKILE
BREFERR  APTEZEELEL2EHRE - BRE
MR BEEETA35%E - AILEDRARELENE
BN > MARRREEAL - Bt - RELTRA
F14AE - WEFHEBRARRNEERS -

HREFLEERIINBERE S LR(EER EMHRADIE
R5% - B RIE F TR R 14A.76(2)() 15 - WHEEE
BHAREREKFENRS  EERGETEEK(RIEEL
MHER) R ERRTE -

BEthztimERKERANRER  EFRARK
BEHERAKERBENRERS  TTRHEEZITEE
il - EEAAEBEXREHHENTRNNE - FER &
E(BRBAVIIFNTES)R A WEFENGERLKSE
EEMRENREFBHERGIE L BAFAE X5
BARDE LR & o

ANNUAL REPORT 2016 F ¥R

43



44

Report of the Directors &&=

Connected Transaction (continued)

Reference is made to the announcement of Solargiga Energy Holdings
Limited (the “Company”) dated 6 May 2016 (the “Announcement”), in
relation to the land use rights acquisition agreement dated 6 May 2016
between the Vendor and Jinzhou Jinmao Photovoltaic Technology Co.,
Ltd. in relation to the Acquisition (the “Acquisition Agreement”).

On 30 June 2016, a Supplemental Acquisition Agreement between the
Vendor, Jinzhou Jinmao Photovoltaic Technology Co., Ltd. (as the initial
purchaser under the Acquisition Agreement) and Jinzhou Yangguang
Energy Co., Ltd. was duly executed for purpose of amending and restating
the Acquisition Agreement as follows:

1. Jinzhou Jinmao Photovoltaic Technology Co., Ltd. shall be
substituted by Jinzhou Yangguang Energy Co., Ltd. as the new
purchaser to acquire the Land and the factory premises and ancillary
structures established thereon and assume all purchaser’s rights and
obligations under the Acquisition Agreement.

2. Save as disclosed in paragraph 1 above, all the terms and conditions
of the Supplemental Acquisition Agreement (including without
limitation, the consideration, payment terms and completion date)
remain the same as those of the Acquisition Agreement and all the
terms of the Acquisition remain unchanged.

Jinzhou Jinmao Photovoltaic Technology Co., Ltd. and Jinzhou Yangguang
Energy Co., Ltd. are both subsidiaries of the Company. The amendments
are to improve the Group’s allocation of resources to complement the
ongoing consolidation and concentration of the Group’s production bases,
and enhance economies of scale and operational efficiency. The Directors
consider that this allocation of resources will not affect the existing
production capacity and expected outlook of our all business segments.
On the basis of the above, the Directors (including the independent
non-executive Directors) consider that the terms of the Supplemental
Acquisition Agreement are on normal commercial terms, fair and
reasonable and in the interests of the Company and the Shareholders as a
whole.
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Connected Transaction (continued)

For the year ended 31 December 2016, the related party transactions
disclosed in note 41 to the financial statements include transactions
that did not constitute connected transactions or continuing connected
transactions under Chapter 14A of the Listing Rules, and transactions that
constituted connected transactions or continuing connected transactions
under Chapter 14A of the Listing Rules as disclosed above.

Share Option Scheme

The Company has conditionally approved and adopted the share option
scheme on 27 February 2008 (“Share Option Scheme”) in which certain
participants may be granted options to subscribe for the ordinary shares
in the share capital of the Company with a nominal value of HK$0.10
each (“Shares”). The Directors believe that the Share Option Scheme is
important for the recruitment and retention of quality executives and
employees.

The subscription price for the Shares to be granted under the Share
Option Scheme will be determined by the Board and will be the highest
of:

(i)  the official closing price of the Shares as stated in the Stock
Exchange’s daily quotation sheets on the date of grant, which must
be a day on which the Stock Exchange is open for the business of
dealing in securities;

(i)  the average of the official closing prices of the Shares as stated in
the Stock Exchange’s daily quotation sheets for the five business

days immediately preceding the date of grant; and

(iii)  the nominal value of a Share.
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Share Option Scheme (continued)

The maximum number of Shares in respect of which options may be
granted under the Share Option Scheme and under any other share
option schemes of the Company must not in aggregate exceed 10% of
the total number of Shares in issue immediately following completion of
the listing of the Company’s shares on the Stock Exchange (“the Listing”)
(but taking no account of any Shares which may be sold pursuant to the
exercise of the over-allotment option in connection with the Listing) and
capitalisation issue, being 169,076,650 Shares which represents 5.26% of
the existing issued share capital of the Company.

The total number of securities available for issue under the Share Option
Scheme as at 31 December 2016 was 158,186,650 Shares which
represents 4.93% of the existing issued share capital of the Company (after
deducting the grant of options to subscribe for 42,269,163 Shares on 29
December 2008 and adding back the number of options to subscribe for
10,285,000 Shares and 21,094,163 Shares lapsed on 30 April 2009 and
31 December 2010, respectively).

No option may be granted to any person such that the total number of
Shares issued and to be issued upon exercise of all options granted and
to be granted to each participant in any 12-month period up to the date
of the latest grant under the Share Option Scheme exceeds 1% of the
number of Shares in issue.

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period as determined by the Board,
which must not be more than 10 years from the date of the grant.

No share option was granted under the Share Option Scheme during the
year.

Save as otherwise disclosed, at no time during the year was the Company,
or any of its holding companies, subsidiaries or fellow subsidiaries a party
to any arrangement to enable the Directors to acquire benefits by means
of the acquisition of Shares in or debentures of the Company or any other
body corporate.

Purchase, Sale Or Redemption of the Company’s
Listed Securities

There was no purchase, sale or redemption by the Company or any of its
subsidiaries of the Company’s listed securities during the year ended 31
December 2016.
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Interest and Short Positions of the Directors
and the Chief Executives of the Company in the
Shares, Underlying Shares and Debentures of
the Company and its Associated Corporations

As at 31 December 2016, so far as the Directors are aware, the Directors
and the chief executives of the Company and their associates had the
following interests in the shares, underlying shares and debentures of
the Company and its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (“SFO")), as recorded in the
register required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model
Code:
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Number of ordinary Approximate
shares held percentage of
(Note 1) shareholding (%)
Name of Director Nature interest SRR A BARERA DL
EEHE ERME (BfF&ET) (%)
Mr. TAN Wenhua Beneficial interest (Note 2) 556,924,443 (L) 17.34%
RS Bt (far2)
Interest of a controlled corporation (Note 2) 155,320,308 (L) 4.84%
SRy AE R (FiiE2)
Mr. WANG Chunwei Beneficial interest (Note 4) 100,500 (L) 0.01%
TAHRREE Btk (M)
Family interest (Note 4) 262 (L) 0.01%
Rz (fiaE4)
Mr. HSU You Yuan Beneficial interest 13,861,346 (L) 0.43%
AR A Btk
Interest in options (Note 3) 239,835 (L) 0.01%
IR (FTFE3)
Security interest (Note 3) 239,835 (L) 0.01%
R (MEE3)
Trustee's interest 7,252,085 (L) 0.23%
HEE AR
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Interest and Short Positions of the Directors
and the Chief Executives of the Company in the
Shares, Underlying Shares and Debentures of
the Company and its Associated Corporations
(continued)

Notes:
(1) The letter “L" denotes the person’s long position in such securities.

(2)  As at 31 December 2016, Mr. Tan Wenhua is interested in an aggregate of
712,244,751 Shares, of which (i) 556,924,443 Shares are directly held by Mr.
Tan Wenhua; and (ii) 155,320,308 Shares are held by You Hua Investment
Corporation, which is wholly-owned by Mr. Tan Wenhua.

(3) As at 31 December 2016, Mr. Hsu You Yuan had security interest in these
Shares pursuant to a share charge granted by the relevant employees and
consultants to secure their obligations to pay for the purchase price of
the Shares and their obligations to comply with the relevant regulatory
requirements to which they are subject to (if any).

(4)  As at 31 December 2016, Mr. Wang is interested in an aggregate of 100,762
Shares, of which 100,500 Shares are directly held by Mr. Wang and 262
Shares are held by Mr. Wang's spouse.

Substantial Shareholders’ and Other Persons
Interests and Short Positions in Shares and
Underlying Shares

As at 31 December 2016, so far as the Directors are aware, save as
disclosed above, the persons or corporations (not being a Director or chief
executive of the Company) who have interest or short positions in the
shares and underlying Shares of the Company as recorded in the register
required to be kept under section 336 of the SFO or have otherwise
notified to the Company were as follows:
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Hiramatsu International Corp. Beneficial owner 354,261,692 (L) 11.03%
EmlEa A

Hiramatsu Hiroharu (Note 2) Interest of a controlled corporation 354,261,692 (L) 11.03%

(F5E2) ZiEEE RS

Wafer Works Investment Corp. Beneficial owner 248,759,822 (L) 7.75%
("WWIC") f-Enty V=N

Wafer Works Corp. (“WWX") (Note 3) Interest of a controlled corporation 248,759,822 (L) 7.75%
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Substantial Shareholders’ and Other Persons
Interests and Short Positions in Shares and
Underlying Shares (continued)

Notes:
1. The letter “L” denotes the person’s long position in such securities.

2. To the best of the Directors’ knowledge, information and belief having
made all reasonable enquiry, Hiramatsu International Corp. is wholly-
owned by Hiramatsu Hiroharu as at the date of this report. By virtue of the
SFO, Hiramatsu Hiroharu is deemed to be interested in the Shares held by
Hiramatsu International Corp.

3. To the best of the Directors’ knowledge, information and belief having made
all reasonable enquiry, WWIC is wholly-owned by WWX as at the date of this
report. By virtue of the SFO, WWX is deemed to be interested in the Shares
held by WWIC.

Save as disclosed above, as at 31 December 2016, the Directors are not
aware of any other person or corporation having an interest or short
position in shares and underlying shares of the Company which fall to be
disclosed under the provisions of Division 2 and 3 of Part XV of the SFO.

Directors’ Interest in Potentially Competing
Businesses

Mr. TAN Wenhua, being the executive Director, is interested in other
related businesses, particulars of which are set out below:

For the year ended 31 December 2016, Mr. Tan held approximately
40% interest in Jinzhou Changhua. Jinzhou Changhua is engaged in the
manufacturing of graphite and graphite related products. The business
of Jinzhou Changhua does not compete with that of the Group. Jinzhou
Changhua, as a company which manufactures graphite and graphite
related products, is not a competitor of the Group because (a) the
Group is not engaged in the manufacturing of graphite or any graphite
related products; and (b) graphite is not a substitute for polysilicon in the
manufacturing of solar products currently produced by the Group.
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Non-competition Undertaking

The Directors confirm that they have no interest in any business (apart
from the Group’s business) which competes or is likely to compete, either
directly or indirectly, with the Group’s business. The Directors have also
signed a non-competition undertaking with the Company.

Disclosure on how the non-competition undertaking has been complied
with and enforced would be consistent with the principles of making
voluntary disclosures under the Listing Rules.

Pursuant to the non-competition undertaking dated 27 February 2008,
Mr. TAN Wenhua shall continue to be bound by the terms of the
non-competition undertaking in the event that he ceases to be a Director
but remains a substantial shareholder of the Company.

The interested Director shall abstain from the meeting where there is
actual or potential conflict in interest.

Directors’ Interests in Contracts

No contract of significance to which the Company or any of its subsidiaries
or fellow subsidiaries was a party, and in which a Director had a material
interest, whether directly or indirectly, subsisted at the end of the year or
at any time during the year.

Emolument Policy

The emolument policy of the employees of the Group is set out by the
Remuneration Committee on the basis of their merit, qualifications and
competence.

The emoluments of the Directors are decided by the Remuneration
Committee, having regard to the Company’s operating results, individual
performance and comparable market statistics.

Retirement Benefit Schemes

Particulars of the retirement benefit schemes of the Group are set out in
note 34 to the financial statements.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s
articles of association, or the law of Cayman Islands, being the jurisdiction
in which the Company is incorporated under which would oblige the
Company to offer new Shares on a pro-rata basis to existing shareholders.

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A

TRERE
BEWR REAKEEBI  WEMEREAEEER

BEESEETERFHEAETERFNEMNESER
W o %%DT‘EE@Z’K EENAS 337?%35 °

NAABREET RRFHRTIRFAEBERN TN
Hwéﬁitm%ﬁ,ﬁ‘JFﬁﬁQJEE{’EHj&%E’\JJ?E'MEﬁ °

RE-ZZENF A+ EREHNTHRRAS WA
BNEALER I ECESRBEEERRNRARTER
R RINAXTBRFAGENGRRAIR -

HWEH LA RN EERESERR T FEMNETR
ZHLNGEERARELFEHESH -

EECEER

AR RS E AR B A ) Sk A KT8 A R 2 BT L
EARFREFATARENABS  AEZRETE
ERREREEAED ZERAH

HrH R

FHZEeRRESKRR BERED - SIEAEER
827 #PBOR -

FHEZES2RARANEERES  EFERRRELA
tl:fmi% SATEUE - REEFHHB -

RKBERGE

REEEHEEIFE - MR BREM T34

BriEE

AR B ETAAI R BB (AR A ML
AR )P EE BE MR X REALR
PRI IR L I VR PR AR 2 TR -



Model Code for Securities Transactions by
Directors

The Company has adopted the Model Code as set out in Appendix 10 of
the Listing Rules as the code of conduct regarding securities transactions
by the Directors. Special enquiries have been made by the Company to
confirm that all Directors have been complied with the Model Code for
the year ended 31 December 2016.

Corporate Governance

Principal corporate governance practices adopted by the Company are set
out in the corporate governance report on pages 23 to 33.

Audit Committee

The Company established an Audit Committee with written terms of
references adopted in compliance with the Code set out in Appendix 14
of the Listing Rules. The members of the Audit Committee are the three
independent non-executive Directors, and Mr. Wong Wing Kuen Albert,
an independent non-executive Director, is the Chairman of the Audit
Committee.

The Audit Committee is to serve as a focal point for communication
between other Directors, the external auditor and the internal auditor
(where an internal audit function exists) of the Company as regards their
duties relating to financial and other reporting, internal controls, external
and internal audits and such other financial and accounting matters as the
Board determines from time to time.

The Audit Committee is to assist the Board in providing an independent
review of the effectiveness of the financial reporting process, internal
control and risk management system of the Group, overseeing the
audit process and performing other duties and responsibilities as may
be assigned by the Board from time to time and the Company considers
these systems effective and adequate. The audit committee has reviewed
the Group’s interim and annual consolidated financial statements for the
year 2016, including the accounting principles and practices adopted by
the Group.

Sufficiency of Public Float

As at the date of this annual report, the Company has maintained the
prescribed public float of not less than 25% of the issued share capital
of the Company pursuant to the Listing Rules and as agreed with the
Stock Exchange, based on the information that is publicly available to the
Company and within the knowledge of the Directors.
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Confirmation of Independence

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

Auditors

Ernst & Young was appointed by the Directors to conduct audit on the
financial statements of the Company for the year ended 31 December
2016. A resolution will be proposed at the forthcoming annual general
meeting to reappoint Ernst & Young as the auditors of the Company.

By Order of the Board
TAN Wenhua

Chairman
Hong Kong, 31 March 2017
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ABOUT ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

FERIRR - ERERBMS

This report is the first Environmental, Social and Governance (the “ESG")
Report published by the Group in accordance with the Environmental,
Social and Governance Reporting Guide (the “Guide”) issued by the
Stock Exchange. This ESG Report mainly covers the policies, initiatives and
performance of the Group’s business for the year ended 31 December
2016.

Environmental
Emission

As for environmental protection, the Group continues to invest in energy-
saving equipment. The Group attaches great importance to green
production, and continuously advances its technology in energy saving,
emissions reduction and clean production. It also controls stringently the
emission of wastes. According to the Group’s waste management policy,
waste have to be minimized, reused and recycled before final necessary
disposal.

The Group regularly keeps track of the latest national and regional
environmental laws and regulations, complies with relevant laws and
rules such as the Environmental Protection Law of the People’s Republic
of China (fFEARHXANBEIRIEZEREE), the Environmental Impact
Assessment Law of the People’s Republic of China (2 A REMER
BEET{E %) and the Prevention and Control of Environmental Noise
Pollution of the People’s Republic of China (2t A R LM BIE S
FBEYAE), and takes various measures to achieve better performance in
environmental protection that covers daily offices activities and specific
businesses. During the year, the Company has not been subject to any
fines or related litigation in relation to environmental pollution.

Use of Resources

The Group strictly executes the policies, regulations and standards
on energy conservation provided by national, local and industrial
authorities, such as the Law of the People’s Republic of China on Energy
Conservation (RE AR MBS LEEJRE). In order to have better
efficiency of resources, the Group emphases on saving energy, water,
materials and land, comprehensive use of resources, and development of
circular economy. The Group also facilitates its sustainable development
with better management measures, an enhanced awareness of saving
resources, and efficient and cyclic use of resources. It strictly manages its
use of resources, to ensure reasonable use of resources in the course of
operation and avoid waste. Upon assessment by our Environmental and
Safety Department, the Group has no significant impact of environmental
and natural resource use. The Group is active in practicing the concept
of green development and promoting the green development of the
production chain.

ARESTEBRBHZAMMZCGRE - HERER
SHEEDTIEMENRE  HEREARSE - ARR -
HEREAREEIEREAERBE—_Z—R"F+ A
=T HIEFEMEBEE  EEkRR -

BRI

2958

RRTH  AEBEBRERGERE - AEEHRES
BgetE  WNEBEERERE RS REED
EERHE o REBTREREHIBER PN - RIEAEEZ
FEREEEBE  AXZERD  ERRERSERM
RERTRETVENERE -

AEEEREERMOBER B RRERER - 8T
(hEARKMBRIBREE)  (PEARKMBREY
BHBER (P EARAMERRMASRNE)EE
BEE MR WREZIRER - BRERERAED
REBEBPIGEENRERRR - FA - NRAB]IALE
FAIRIR S 2 1 [ B (o] S SRS AR R AR A -

BEREM

AEBBRBRUITEE - 177 RITERER TR
B ORRRAER - Pl E AR KMBIELREIRE) ©
REFESNERNGE  AEEZRNEBLOER - A
K MR LH  BREENBARBREEER - A
SETTRBIEERER REHNEREH - BIRM
BRRBERMNA  ARERAFEER - AEEBBE
BERER  BRELEBETAEMAER  BRE
ARER - KHPINRE L Z2EHPIFHEER - AEER
FERAAEREALEEATE - AEERGRZEERE
ERES - HPEEROREER

ANNUAL REPORT 2016 F ¥R

53



54

About Environmental, Social and Governance Report BIRAIRIE - 2N ERIRE

Environmental (continued)
The Environment and Natural Resources

For minimizing the impact on the environment from our business
operations, the Group implements measures for environmental protection,
including using energy efficient equipment to achieve additional energy
savings and reduce waste. To save the coal usage, no coal boiler was
used and circulating water was used to provide heating function for
winter seasons. Further, sewage treatment stations, acid mist treatment
towers, purification towers had developed to achieve the environmental
sustainability.

Social
Employment

Employees are the important value of our Group. In 2016, the Group
has complied with all relevant labour laws and regulations in respective
countries. The Group offers competitive remuneration, promotional
opportunity, compensation and benefit packages to attract and retains
talents. Salaries are reviewed regularly in reference to performance
appraisals and the market trend.

All employment are based on personal capabilities and qualifications
regardless of race, religion, sex, age, national origin, citizenship or any
other form of discrimination. The Group strictly prohibits discrimination
among the employees in all business operations and also provides equal
opportunity to all employees. Stringent and cautious measures such as
training have been implemented by our human resources department in
order to prevent cases of discrimination.

Health and Safety

The Group has complied with all relevant laws and regulations in
respective countries, especially to its production processes. A series
of health and safety policies is in place to ensure the overall safety of
our working environment. All employees are strictly to comply all the
health and safety codes and manuals of their production processes
and departments. During the year, the Group did not have any non-
compliance with laws and regulations in respect of employees’ health and
safety.

Development and Training

Training and development always is the key factor for business success.
The Group provided various training programs which covering corporate
culture, occupational safety, laws and regulations, professional skills and
other aspects for employees from different departments tailored to their
business needs. The training programs are evaluated regularly to review
the effectiveness and compared to the business needs. The Group also
updates the latest information of the industry and laws and regulations
which is essential to the Group’s operations and their job responsibilities
from time to time.
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About Environmental, Social and Governance Report B EE « HERER

Social (continued)
Labour Standards

The Group has complied with all the relevant local labour laws and
regulations in respective countries. In PRC, The Group keeps track of and
updates the laws and regulations regularly such as the “Labor Law of the
People’s Republic of China” (E AR X ME % E5%) and the “Labor
Contract Law of the People’s Republic of China” (hZEARZENBELEH S
[&3%). The Group strictly prohibits the use of child or forced labour in our
business operations.

Supply Chain Management

The Group has devised a comprehensive and systematic mechanism in
supplier selection process. The comprehensive assessment is based on
investigation of suppliers’ reputation, capabilities, credit and previous
track record.

Most of the key suppliers have a close and long term relationship with the
Group. During the year, the Group considered the relationship with its
suppliers was well and stable.

Product Responsibility

The quality of products is the important key to customers’ loyalty. The
Group performs the high quality controls in every production operations.
Procedures and policies are established to govern the claims and
complaints. If the Group receives any claims or complaints of the products
and services, it will conduct investigation in order to provide immediate
and appropriate responses to our customers. This strengthens product
quality, and consequently enables us to stay competitive in the market.

Anti-Corruption

The Group is committed to achieving the highest possible standards of
openness and integrity. Hence, it strictly implements various operating
procedures and codes of conduct to regulate the work ethic of the
Group's senior management and general staff. Employees are required
to declare potential conflict of interest. Further, a whistle blowing policy
is also in place to minimise the risk of fraudulent acts or criminal offences
occurring in the workplace.

Community Investment

Over the years, the Group has focused on community activities and
strongly emphasis on physical and mental health of employees. The Group
continuously organises activities such as badminton, billiards, basketball
and table tennis, with an expectation of enriching employees’ healthy
cultural life and corporate culture construction.
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INDEPENDENT AUDITOR'S REPORT
B N2 BLEN ¥R S

Ernst & Young
/ 22nd Floor
CITIC Tower
1 Tim Mei Avenue
EY Central, Hong Kong
&k

To the shareholders of Solargiga Energy Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Solargiga
Energy Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 63 to 168, which comprise the consolidated
statement of financial position as at 31 December 2016, and the
consolidated statement of profit or loss, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a summary
of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2016, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA"”) and have been
properly prepared in compliance with the disclosure requirement of the
Hong Kong Companies Ordinance.
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Basis for opinion

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

Key audit matters

Key audit matters are those matters that, in our professional judgement,
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. For each matter below, our description of how
our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial statements
section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the consolidated
financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial statements
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Key audit matters (continued)

Key Audit Matter
HRETER

HARETEE®)

How our audit addressed the Key Audit Matter
BN EST N AEERRETSE

Impairment of prepayment to supplier and provision for onerous contract
TENT T RIER BB R 518 & A

A subsidiary of the Group entered into a long-term supply contract (the
“Supply Contract”) with one of its suppliers in 2010. According to the
current terms of the Supply Contract, the subsidiary shall need to pay
a total of non-refundable advance payment of US$34,500,000 and to
purchase the agreed quantities of polysilicon for the period from 2012 to
2020 with a total amount of US$348,000,000. As at 31 December 2016,
the non-refundable prepayment amounted to US$11,500,000. The Group
has not purchased the agreed quantities from the supplier since 2012.
Consequently, the subsidiary recognised a provision for impairment of
RMB79,776,000 for the non-refundable prepayment and a provision of
RMB49,408,000 for the onerous contract. The provision balances were
material to the consolidated financial statements and the recognition and
measurement involved significant management judgements and estimates.

The accounting policies and disclosures of the impairment and provision
are included in notes 2.4, 3, 18 and 32 to the consolidated financial
statements.
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We obtained and reviewed the relevant documents
involved in management’s analysis and judgement,
including the Supply Contract and its supplementary
agreements, and the memorandum signed by
the subsidiary and its supplier. We also reviewed
management’s analysis on the cost of fulfilling the
onerous contract and any compensation or penalties
arising from failure to fulfil it, and communicated
the related legal issues with the Company’s lawyers,
and at the same time obtained formal confirmation
from them. Based on the documents reviewed,
the analysis made on management’s judgement,
together with the confirmation from the lawyers, we
assessed whether the impairment and provision is
made appropriately and at the same time whether
the matter is properly disclosed in the notes to the
consolidated financial statements.
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Key audit matters (continued)

Key Audit Matter
BEETEE

ARETEE®)

How our audit addressed the Key Audit Matter
BENESNAEERREENSE

Impairment of property, plant and equipment

The property, plant and equipment accounted for a significant portion
of the Group’s assets as at 31 December 2016. The Group suffered
continuous losses in year 2014. Although the Group achieved certain
profit in year 2015, the Group was still in losses and there was an
indication of impairment of property, plant and equipment of subsidiaries
in 2016.

Management performed impairment test accordingly by comparing
the net present value of the forecasted future cash flows with the
carrying amount of identified cash-generating units as at 31 December
2016. Estimating the recoverable amount requires critical management
judgement including estimates of future sales, gross margins, operating
costs, terminal value, growth rates and the discount rate.

The accounting policies and disclosures of the provision are included in
notes 2.4, 3 and 14 to the consolidated financial statements.
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We evaluated management’s assessment on the
impairment indicators for property, plant and
equipment and management's identification of cash-
generating units.

We reviewed management’s valuation model and
assessed the key assumptions used, such as estimates
of future sales, gross margins, operating costs,
terminal value, growth rates and the discount rate
by comparing them to the historical performance,
the entities’ financial budget, the analysis on industry
and market trend and the entities’ development
plans. We also involved our valuation specialists to
assist us with these procedures.
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Other information included in the Annual Report
The directors of the Company are responsible for the other information.
The other information comprises the information included in the Annual
Report, other than the consolidated financial statements and our auditor’s
report thereon. The Annual Report is expected to be made available to us
after the date of this auditor’s report.

Our opinion on the consolidated financial statements does not cover
the other information and we 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 identified above
when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears
to be materially misstated.

When we read the Annual Report, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to the
Group's Audit Committee.

Responsibilities of the directors 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 HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors of the
Company 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 of
the Company either intend to liquidate the Group or to cease operations
or have no realistic alternative but to do so.

The directors of the Company are assisted by the Audit Committee in

discharging their responsibilities for overseeing the Group’s financial
reporting process.
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Independent Auditor’s Report 38 37 #% B Ef ¥R &

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. Our report is made solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of
users taken on the basis of these consolidated financial statements.

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

e 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.

o 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.

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

o 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.
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Independent Auditor’s Report ¥ 3 2% Bk ¥R &5

Auditor’s responsibilities for the audit of the
consolidated financial statements (continued)

o 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.

o Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the
group audit. We remain solely responsible for our audit opinion.

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Tong Ka Yan, Augustine.

Ernst & Young
Certified Public Accountants

Hong Kong

31 March 2017

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 December 2016 HE-_ZT— X NFt+_A=1+—HILFE
(Expressed in Renminbi)  (JAA R#51{&)

2016 2015
—E—RE —ZT—RF
Notes RMB’000 RMB’000
BfaE AR¥TR ARBFT
Revenue Uk % 5 3,020,976 2,899,550
Cost of sales SHE R (2,691,899) (2,657,012)
Gross profit EF 329,077 242,538
Other income and gains, net Ha WA M5 558 6 (46,591) 141,241
Selling and distribution expenses HERDHEMX (30,471) (28,450)
Administrative expenses THEX (326,304) (202,781)
(Loss)/profit from operations R (FE)FE (74,289) 152,548
Share of profits less losses FEALES & A R FRRE 18
of associates (18,573) (13,093)
Finance costs [EEEYD N 8 (117,102) (119,984)
(Loss)/profit before tax BB AT (E5E),FE 7 (209,964) 19,471
Income tax expense FiSRif sz 11 (17,442) (3,030)
(Loss)/profit for the year FEE(EE) FHE (227,406) 16,441
Attributable to: BT AR,
Equity holders of the Company RATERFAEA (239,149) 15,653
Non-controlling interests FEFE S R e 11,743 788
(Loss)/profit for the year FE(HE) FE (227,406) 16,441

Basic and diluted (loss)/earnings EATEBRERSE AEN

per share attributable to SREARBE(EHER), 2R
ordinary equity holders (AR¥%2)
of the Company (RMB cents) 13 (7.45) 0.49
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

AEEEWAR

Year ended 31 December 2016 HE-_ZT— X NF+_-_A=+—HILFE

(Expressed in Renminbi) (JAAR#¥5I{E)

2016 2015
—E—XRE —E-hF
RMB’000 RMB’000
AR%TR ARBTT
(Loss)/profit for the year FEEE) FE (227,406) 16,441
Other comprehensive loss for FEHMZEER
the year (after tax and reclassification (BBBEREH S ERAER) -
adjustments):
Items that may be reclassified subsequently AARHIE R EF DB EIEEMIER
to profit or loss:
— Changes in fair value of available-for-sale —AEHERERTES
investments (4,443) 4,443
— Currency translation differences — B (21,576) (45,439)
Total comprehensive loss for the year, after tax FE2EEBELEGIKRBIEE) (253,425) (24,555)
Attributable to: BT ALER:
Equity holders of the Company EN/NSIL 35S SEC N (265,168) (25,343)
Non-controlling interests JIEP RS 11,743 788
Total comprehensive loss for the year FEXHEEBRESE (253,425) (24,555)

SOLARGIGA ENERGY HOLDINGS LIMITED BZ HASRIZRER A F



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
R a B IR R 3R

31 December 2016 R-—Z— X F+-A=+—H
(Expressed in Renminbi)  (JAA R#51{&)

2016 2015
—E—RE —ZT—RF
Notes RMB’000 RMB’000
BfaE AR¥TR ARBFT
Non-current assets FRBEE
Property, plant and equipment ME - WENE&E 14 1,696,321 1,796,131
Prepayments for acquisitions of BEME - BELRENEMNRE
property, plant and equipment 25,143 46,767
Land lease prepayments i ETEN A 17 120,050 120,200
Prepayments for raw materials EMERFE 08 18 66,223 83,184
Investments in associates i /}TE’J&Q 19 41,148 59,721
Deferred tax assets EERIBEEE 30 19,516 23,515
Other non-current assets HMIERe & E 20 21,644 28,710
Total non-current assets IERBNEELRTE 1,990,045 2,158,228
Current assets RENEE
Inventories ey 21 670,749 613,170
Trade and bills receivables EWE SRR NERE 22 485,910 578,936
Prepayments, deposits and TERTRIE - e R H M EUGRIE
other receivables 23 436,296 584,134
Current tax recoverable BNHERAT U = FE 18 13,259 1,233
Available-for-sale investments AR ERE 24 - 123,942
Pledged deposits [mEECIESN 25 384,661 459,171
Cash and cash equivalents HeRIREZEY 26 293,628 193,953
Total current assets MEVEELERE 2,284,503 2,554,539
Current liabilities RENEE
Interest-bearing borrowings TEEE 27 2,036,867 1,931,849
Trade and bills payables FERE SRR R RIR 28 728,247 799,248
Other payables and accruals H b e~ OB K ER RS 29 115,673 166,346
Current tax payable BNEAERTF I8 2,038 6,160
Provision for inventory FEEERERE
purchase commitments 32 49,408 46,250
Finance lease payables A HEEN IR 33 5,000 -
Total current liabilities mEBAEEE 2,937,233 2,949,853
Net current liabilities REEEEE (652,730) (395,314)
Total assets less current liabilities EEHERARBERE 1,337,315 1,762,914
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Consolidated Statement of Financial Position #r& Bt #EAR R 3=

31 December 2016 R-_Z— X FE+-_A=+—H
(Expressed in Renminbi) (JAAR#¥5I{E)

2016 2015
—E—RE —ZE—RF
RMB’000 RMB’000
AR¥TR ARBFT
Non-current liabilities FREBEE
Interest-bearing borrowings FTEEE 27 179,780 348,144
Deferred tax liabilities EEFRBEE 30 2,851 2,855
Deferred income PEFEWA 31 180,963 187,165
Finance lease payables REREENE 33 10,840 -
Other non-current liabilities EfIERBBE 32 84,193 61,887
Total non-current liabilities EmB A FEERE 458,627 600,051
Net assets EERE 878,688 1,162,863
Equity s
Equity attributable to equity ARARERGE ARLER
holders of the Company
Share capital &N 35 276,727 276,727
Reserves G 36 533,769 794,013
810,496 1,070,740
Non-controlling interests SRR 68,192 92,123
Total equity RS 878,688 1,162,863
TAN Wenhua WANG Chunwei
B TERE
Director Director
2 2

66  SOLARGIGA ENERGY HOLDINGS LIMITED Fg S 85 RIZR AR A 7



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GEAERBBHE

Year ended 31 December 2016 HE-_ZT— X NFt+_A=1+—HILFE
(Expressed in Renminbi)  (JAA R#51{&)

Attributable to equity shareholders of the Company

FATEERREGRR
General Non-
Share Share reserve Capital  Exchange Other  Accumulated controlling Total
capital  premium fund reserve reserve reserve losses Total interests equity

BE  ReEE -REke  ERBRE ENRE  RMBR  ZHER B FEHMRR  RRAE
RMB'OO0 ~ RMB'000  RWMB'O00  RMB'000  RMB'O00  RMB'O00  RMB'O00  RMB'000  RMB'000  RMB'000

ARETT  ARMTR ARETR ARETR ARETR ARMTT ARETR  ARETL  ARETR  ARETR

s

As at 1 January 2015 WZE-RE-F-A 276727 1,731,645 199,709 42,768 (2,075) (71432) (1,081,259) 1,096,083 79935 1,176,018
Profit for the year ERTIR - - - - - - 15653 15653 788 16,441
Other comprehensive ERA2E
income/(loss) for the year: WA/ (B8):
Changes in fair value of AHHERERATE
avalable-for-sale investments, EH(NRTER)
net of tax (Note 24) (FfsE24) - - - - - 4483 - 4483 B 4443
Exchange differences related o~ BESNIERANE
foreign operations 28 - - - - (B89 - - B8 - B8
Total comprehensive incomelfloss) 2/ (E518) 4% - - - - (45439 4483 1563 (2538) 788 (24559)
Capital contribution from R AL A
non-controlling interests - - - - - - - - 11,400 11,400
Appropriation to reserves AEZHE - - 9,026 - - - (9.026) - - -
As at 31 December 2015 R-g-1%

TZA=1-A 206721 1731645 208735 42768 (@751 (66989 (1,074,632 1,070,740 92123 1,162,863

As at 1 January 2016 WZE-xE-B-A 216,721 1,731,645 208,735 42,768 (47,514) (66,989) (1,074,632) 1,070,740 92123 1,162,863
Loss for the year EEFR - - - - - - (239149)  (239,149) 11,743 (227,406)
Other comprehensive loss ERAMRE
for the year: B
Changes in fair value of THEEREATE
available-for-sale investments, SE(MtoEE)
net of ta (Note 24) (HfsE24) = - - - - (4443) - (4443) B (443)
Exchange differences related to -~ AESNEIEKY
foreign operations INEEE - - - - (21,576) - - (21,576) - (21,576)
Total comprehensive loss 2EFRAT - - - - (21,576) (4.443)  (239149)  (265,168) 1,743 (253425)

Acquisition of non-controlling lht-£3usilig

interests - - - - - 4924 - 4,924 (35,674) (30,750)
Appropriation to reserves AHERE - - 8,089 - - - (8,089) - - -
As at 31 December 2016 RoB-RE

TZA=1-A 206,721 1731645 216,824 42,768 (69,09)  (66,508) (1,321,870) 810,49 68,192 878,688
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CONSOLIDATED STATEMENT OF CASH FLOWS

SEETRER

Year ended 31 December 2016 HE-_ZT— X NF+_-_A=+—HILFE

(Expressed in Renminbi) (JAAR#¥5I{E)

2016 2015
—E—XREF —ZE—RF
Notes RMB’000 RMB’000
B s AR%TR ARETTT
Cash flows from operating activities K& EZBHHRLSRE
(Loss)/profit before tax BEi AT (E518),/ FIH (209,964) 19,471
Adjustments for: P
Depreciation and amortisation e R sy 70 223,775 205,351
Loss/(gain) on disposals of property, HEME  BE MEEN
plant and equipment, and Kt i & T FIER)
land lease prepayments &8, (fas) 7(0) 27,219 (100,242)
Gain on disposal of a subsidiary BB A Fl e 6 (220) -
Share of profits less losses of associates {4 & A 7 FI B R E 18 18,573 13,093
Write-down of inventories FEMUR 21(b) 825 9,711
Impairment losses on trade and FEUE 5 BR A% Hoh FE L
other receivables FIEREBRAFTR 22,23 36,617 -
Finance costs BE R AR 8 117,102 119,984
Provision for warranties IR AR 32 22,306 20,321
Interest income from bank deposits BERITIE R A2 A 6 (5.826) (22,734)
Investment income from AR ERERNRERA
available-for-sale investments 6 (6,205) -
Net foreign exchange gain B 4 W25 88 (709) (146)
Changes in working capital: BEESE
(Increase)/decrease in inventories FEOEM,wW (58,404) 71,652
Decrease/(increase) in trade receivables, FEUE ZIRF ~ A FUIE -
prepayment, deposits and other 1o R H Ath FEUGRIR
receivables B (HE ) 187,667 (535,075)
Decrease in prepayments for raw FEA R TR FRIE R
materials 16,961 148,094
Decrease in trade and ENEZERR
other payables L T RRIE R (96,884) (40,080)
Decrease in deferred income RIEW AR D (6,202) (9,610)
Cash generated from/(used in) RETEBE
operations (FFR)BRE 266,631 (100,210)
The PRC income tax paid BT EAEHR (29,595) (10,826)
Net cash generated from/(used in) EEEE TS
operating activities (FPR)B& 3 237,036 (111,036)

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A



Consolidated Statement of Cash Flows #4r8IRERE F*

Year ended 31 December 2016 HE—Z— X "F+_-_A=1+—HIFE

(Expressed in Renminbi) (LA A R¥5I/{E)

2016 2015
—E—RE —ZT—RF
Notes RMB’000 RMB’000

B=E AR¥TT ARBETTT

Cash flows from investing activities

Payments for the purchase of

REZHRERE

WEEME  BER

property, plant and equipment BB NHIRIE (141,407) (120,819)
Net cash outflow from acquisition of WBE— B A )

a subsidiary BemhiFEeE = (10,500)
Proceeds from disposals of land lease HE TR ETENIE

prepayments, property, plant and ME - BEREE

equipment FTS30A 4,044 160,151
Proceeds from disposals of HEHEERE

available-for-sale investments FRiGIA 125,705 -
Disposal of a subsidiary HE—FHMEAR 37 (112) -
Interest received BUFLE 5,826 22,734
Net cash (used in)/generated RETE(FFA) 8

from investing activities ReF8 (5,944) 51,566
Cash flows from financing activities BEZBHRERE
Placement of pledged bank deposits BFCIEMBITER (891,720) (795,697)
Release of pledged bank deposits FEBR B HIFIRITIER 966,230 482,236
Proceeds from bank loans and RITERREMER

other loans FTSR0A 3,098,193 3,082,033
Repayment of bank loans and BERIRITERK

other loans HihE R (3,161,539) (2,608,100)
Repayment of finance lease payables EERMERERMNZE (1,000) -
Acquisition of non-controlling interests Y& IEie il 145 (30,750) -
Capital contribution from FEIRBIE RS A

non-controlling interests - 11,400
Interest paid BAFLE (117,102) (119,984)
Net cash (used in)/generated from BMEEE(FFA), e

financing activities Re T8 (137,688) 51,888
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Consolidated Statement of Cash Flows #4r8IRERE F*

Year ended 31 December 2016 HE-_ZT— X NF+_-_A=+—HILFE
(Expressed in Renminbi) (JAAR#¥5I{E)

2016 2015
—E-RF —ZT—AfF
RMB’000 RMB’000
AR¥TR ARBFT
Net increase/(decrease) in cash and ReRBELEEY
cash equivalents ®hn, G ) FEE 93,404 (7,582)
Cash and cash equivalents at the FENRER
beginning of the year ReZLEY 193,953 195,257
Effect of foreign exchange rate EREEHN
changes, net HEZE 6,271 6,278
Cash and cash equivalents at the end FXHEER
of the year HEZEY 26 293,628 193,953
Analysis of balances of cash and cash BEE&RBEELZEY
equivalents F- Ay
Cash and bank balances HEeRBITER 26 293,628 193,953

SOLARGIGA ENERGY HOLDINGS LIMITED BZ HASRIZRER A F



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
B 7% ¥R A% MY RE

31 December 2016 R=—ZT—A~"F+=-A=+—H

(Expressed in Renminbi unless otherwise indicated) (BR BEFTRAEIN » AARESIE)

1. Corporate and group information 1. RRAREEER
Solargiga Energy Holdings Limited (the “Company”, together BRERIZERBRAB(TARAR ] EREMEA
with its subsidiaries, the “Group”, Hong Kong stock code: 757, Al ANER ] - BERGNRSE - 757 - 2ERD

K% 9157 T B ETHEAEASAGIRBHE
FHER - R NEBTZREUTMAEEEE

Taiwan stock code: 9157.TT) is a leading supplier of upstream and
downstream vertically integrated solar energy services. During the

year, the Group was mainly engaged in the following four main 7%
businesses:
(a) the manufacturing of, trading of and provision of processing (@) KRIGReE S MR EE  BERREHXK
services for monocrystalline silicon solar ingots/wafers; IS 8e % @iEts A I TARTS
(b) the manufacturing and trading of monocrystalline silicon solar (b) BUERBEAPSRERETM
cells;
(c) the manufacturing and trading of photovoltaic modules; and (0 HEREEXRAH: &
(d) the construction and operating of photovoltaic power plants. (d) HEFERLENKREUW
Information about subsidiaries EHEMBARMNER
Particulars of the Company’s principal subsidiaries are as follows: AAREBMMBARMFBOT -
Proportion of ownership interest
FERRELS
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the bya
Name of company place of operation issued capital interest Company  subsidiary Principal activities Legal form
e/
HBERAH ie /i 58N BARY  H-BNE
AER RiEEsg BH/CRTEX RS b2:) AIBE  IEER EEFA
% % %

Jinzhou Rixin Silicon Materials Co.,  The PRC Registered and paid-in capital 100 - 100 Manufacturing and trading ~ Limited liability
Ltd. (“Rixin") 9 May 2007, of RMB190,000,000 of monocrystalline ingots/ ~ company
HHBEETH Mainland China i REaER wafers EREALT

BRAA(RE) hE AR#5190,000,0007 EREEER

ZTEHERANA HiE/Hh

hEIRE

Jinzhou Yangguang The PRC Registered and paid-in capital 100 - 100 Manufacturing and trading ~ Limited liability

Energy Co,, Ltd. 15 December 2004, of RMB1,151,565,479 of monacrystalline and company
("Yangguang") Mainland China HMRB4EA mutticrystaline ingots/ ~ EREFAA
BMEKARERAR i ARE1,151,5654797 wafers
(&%) “TIMET-AtRA HEREEEER

REARE BERE/ER
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Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated)

(BRABEEBEIN

1. Corporate and group information (continued)

Information about subsidiaries (continued)

AAREETIE)

1. REIREEER @
BANBATINER (&)

Proportion of ownership interest

it 3+l
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the bya
Name of company place of operation issued capital interest Company  subsidiary Principal activities Legal form
AL/
HABERAH e/ A5EH mARY  h-BNE
ARER RiEEng B/ CRrER ERER 22} NABE  IEER EEFA
% % %
Jinzhou Youhua Silicon Materials ~ The PRC Registered and paid-in capital 100 - 100 Manufacturing and trading ~ Limited liability
Co., Ltd. ("Youhua Silicon") 12 September 2008, of RMB320,000,000 of monocrystalline ingots/ ~ company
SMGEERHERAR Mainland China ifiRESER wafers ERELAA
(28] e AE#320,000,0007C BENEEES
ZZT)\FAATCR BE/HR
HEAE
Shanghai Jingji Electronic The PRC Registered and paid-in capital 100 - 100 Manufacturing and trading  Limited liability
Materials Co., Ltd. 16 March 1998, of US$6,950,000 of polysilicon and company
(“Jingji") Mainland China AMREGER monocrystaline ingots/ ~ EREFAT
HERREFHHERAR hE 6,950, 000570 wafers
(&) “hANEZATRA HEREESRER
HEIARE ERIE/ R
Solar Technology Investment Cayman slands Authorised capital of 100 100 - Investment holding Limited liability
(Cayman) Corp (*STIC") 15 December 2006 HK$400,000,000 of RERK company
meEe HK$0.10 each and EREFAT
ZEENETCATRA issued share capital of
HK$ 167,895,494
SETEE400,0000005T
BRAB0IETREEN
JR167,895,4947%
Wealthy Rise International Limited ~Hong Kong HKS$1 100 - 100 Trading of polysiconand ~ Limited liability
ERERERLA 21 June 2007 18T monocrystalline ingots/ company
25 wafers/ photovaltaic ERRLAR
ZTTHERAZT-A modules
BESRERERER/
Bh/fiReEH

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A



Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

1. Corporate and group information (continued) 1. ARIREEER )
Information about subsidiaries (continued) BN B ARRER (#)

Proportion of ownership interest

it L3
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the bya
Name of company place of operation issued capital interest Company  subsidiary Principal activities Legal form
AL/
HABHRAH he /i A5EH BARY  H-BNE
ARER e Bl/CRrER ERER b2:) AIBE  IEER EEFA
% % %

Jinzhou Jinmao Photovoltaic The PRC Registered and paid-in capital 96 - 9  Manufacturing of Limited liability
Technology Co., Ltd. ("Jinzhou 17 July 2009, of RMB140,000,000 photovoltaic modules company
Jinmao”) Mainland Ching AMREAER SRR EREALA

BABERRREERAR i AR#140,000,0007
([EMER 1) ZZRNELATLA

hEIRE

Solargiga Energy (Hong Kong) Hong Kong HK$!1 100 100 - Trading of ingots/ Limited liability
Company Limited 13 June 2008 18T wafers/polysiicon company

BUsE(55)ER 3 and monocrystalline EREFAT
2] ZEEN\§/AT=A photovoltaic modules

EBEE/Bh/
SEHRESHIMEN

Silicon Solar Materials Company ~ Hong Kong HKS!1 100 - 100 Investment holding Limited liability
Limited 26 November 2008 13T RARR company

ABHEHERAR B ERELLA

“TENE
t-A-txA

Solargiga Energy (Qinghai Co., Ltd.  The PRC Registered and paid-in capital 51 - 51 Manufacturing and trading of - Limited liability
("Qinghai") 31 December 2008, of RMB90,000,000 monocrystalline ingots company

BreR(EE)BRAR Mainland China AMRESER HEREREREE ERELLA
(58)) EF ARE90,000,0007

“FRN\E
t-A=1-A
hEAE
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Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated)

(BEEEBEN  UARKETIE)

1. Corporate and group information (continued) 1. ARAIREEER#)

Information about subsidiaries (continued)

EREMBARNER (&)

Proportion of ownership interest

it 3+l
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the bya
Name of company place of operation issued capital interest Company  subsidiary Principal activities Legal form
AL/
HABERAH he /i A5EH mARY  h-BNE
ARER RiEEng B/ CRrER ERER 22} NAEE  TEER EEFA
% % %
Sino Light Investments Limited British Virgin Islands Authorized capital of 100 100 - Investment holding Limited liability
2 December 2009 15$500,000 of US$0.001 RESR company
ABRIES each and issued share BRELAT
ZEENE capital of US$53,920
+ZAZH SERERS00000%T
FRABINELR
BEIIRAS3.9205T
You Xin Investments Limited Hong Kong HK$100,000 100 - 100 Investment holding Limited liability
hERERRAT 29 July 2009 100,000%7C RERR company
(3 ERELAA
ZTTNELAZTIA
Jinzhou Huachang Photovoltaic The PRC Registered and paid-in capital 100 - 100 Manufacturing and trading of - Limited liability
Technology Company Limited 23 October 2006, of RMB130,000,000 solar cells company
BINES IR Mainland China A RESER REREEABH BREALT
BRAR hE ARE130,000,0007 g
R ETAZTEH
HERE
Jinzhou Solar Technology Company ~ The PRC Registered and paid-in capital 100 - 100 Manufacturing of solar Limited liability
Limited 18 August 2011, of RMB51,000,000 modules and import of company
SHBRABRRR Mainland China HMREMEAR related equipments EREFLT
ERAR) G ARH51,000,0007 BERBRALR
ZT—ENAT/H ENEBRE
hERE

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A



Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BxBATFHAEIN » UAREGIE)
1. Corporate and group information (continued) 1. ARIREEER )

Information about subsidiaries (continued)

ERAMBARNER (#)

Proportion of ownership interest

it L3
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the bya
Name of company place of operation issued capital interest Company  subsidiary Principal activities Legal form
AL/
HABHRAH he /i A5EH BARY  H-BNE
ARER e BH/BR84 ERER b2:) NRRE  IEER EEFA
% % %

Golmud Solargiga Energy Electric ~ The PRC Registered and paid-in capital 100 - 100 Operating of photovoltaic ~ Limited liability
Power Company Limited 21 September 2011, of RMB100,000,000 power plants company
("Golmud") Mainland China i REaER BEEREN EREALT

REAEERRESN hE ARH100,000,0007
BRAR(EER]) ZE—EpAzt-8

hEIRE

Jinzhou Xinyangguang Photovoltaic  The PRC Registered and paid-in capital 100 - 100 Construction of photovoltaic  Limited liability
Application Co,, Ltd. 24 September 2007, of RMB30,000,000 power plant company
("Xinyangguang") Mainland China A RESER BRHARES BRETAR

BN ERERAT hE AR#30,000,0007
() ZTTHENAZTMA

HEIRE

Jinzhou Xinlin Solargiga Industrial ~ The PRC Registered and paid-in capital 100 - 100 Trading of solar cells and Limited liability
and Trading Co., Ltd. 26 June 2014, of RMB100,000 solar modules company
("Jinzhou Xinlin") Mainland China A RESER EEARHELR ERELLA

BHENERIEERAA e ARH100,0007 REaEs
([ M) “T-WERAZ AR

hEAE

Jinzhou Jiuxin Solargiga Technology  The PRC Registered and paid-in capital 100 - 100 Trading of solar cells and Limited liability
and Trading Co, Ltd. (" Jinzhou 26 June 2014, of RMB100,000 solar modules company
Juxin®) Mainland Ching HMRERER EERBHELR EREALA

B EEAHEERAT e ARH100,0007 N7

(M)

ZE-RERACTAR
PEAE
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31 December 2016

Corporate and group information (continued)

(BRABEEBEIN

Information about subsidiaries (continued)

Notes to Consolidated Financial Statements Bf #& 3R R MY &
RZZE—X"E+=-A=+—A~

(Expressed in Renminbi unless otherwise indicated)

AAREETIE)

1. REIREEER @
BANBATINER (&)

Proportion of ownership interest

it s=bi]
Place and date of Authorised/
incorporation/ registered/ Group's Held Held
establishment and paid-in/ effective by the bya
Name of company place of operation issued capital interest Company  subsidiary Principal activities Legal form
R/
HIBERAH HE /i A5EH mARY  h-BNE
ARER RiEEHY B/ CRTER WL 22} NABE  IEER EEFA
% % %

Jinzhou Yangguang Motech The PRC Registered and paid-in capital 81 - 81 Manufacturing of Limited liability
Renewable Energy 26 October 2015, of RMB60,000,000 photovoltaic modules company
Co, Ltd ("Motech") Mainland China AR RESLR BER KA BRETAR

BMEH K RERDA G AR 60,000,000

(M)

The above table lists the subsidiaries of the Company which, in the opinion
of the directors, principally affected the results for the year or formed a
substantial portion of the net assets of the Group. To give details of other

= Sl
AEAE

ERABEERBAIBTEFNEEIBAAEE RS
FEENARRARIMBLRAR - EERA - MEFIEMME
ARNER - SEHRRENTTE -

subsidiaries would, in the opinion of the directors, result in particulars of

excessive length.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.1 Basis of preparation

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs"”) (which
include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs"”) and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants(“HKICPA"),
accounting principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention,
except for available-for-sale investments which have been measured
at fair value. These financial statements are presented in Renminbi
(“RMB") and all values are rounded to the nearest thousand except
when otherwise indicated.

As at 31 December 2016, the Group's current liabilities exceeded
its current assets by RMB652,730,000. As at 31 December 2016,
the Group had cash and cash equivalents of RMB293,628,000
and short-term bank loans, including current portion of long-term
bank loans of RMB2,036,867,000. The liquidity of the Group is
primarily depending on its ability to maintain adequate cash flows
from operations, to renew its short-term bank loans and to obtain
adequate external financing to support its working capital and meet
its obligations and commitments when they become due.

The Group has carried out a review of its cash flow forecast for the
twelve months ending 31 December 2017. Based on such forecast,
the directors believe that adequate sources of liquidity exist to fund
the Group’s working capital and capital expenditure requirements,
and to meet its short term debt obligations and other liabilities and
commitments as they become due in the twelve months ending 31
December 2017. In preparing the cash flow forecast, management
has considered historical cash requirements of the Group, as well as
other key factors, including anticipated sales in the twelve months
ending 31 December 2017, unutilised banking facilities as at 31
December 2016 from the Group’s major banks with an amount
of RMB527,955,000 which will be expired on 31 December 2017
and an amount of RMB387,000,000 which will be expired on 31
December 2019.

Based on the above factors, the directors are confident that the
Group will have sufficient funding to enable the Group to operate as
a going concern and meet its financial obligations as and when they
fall due for at least 12 months from the reporting date. Accordingly,
the financial statements have been prepared on a going concern
basis.

2.1 RBEE

ZEVBBERDBREE LG ([EB ST
"AJ)%%Z@%ﬁﬁ%#&iﬁﬂw(Fiff’éﬁﬁ%ae&ii’i
all E%ﬁﬁﬁ%ﬁéﬁﬁ%#&i/ﬁﬂ” R G ER
(ITEBGFHEA ] ha) Q.:%”Sﬁrﬁﬂ”&
ﬁiﬁﬂﬂﬂ%fﬁﬂﬁﬁﬁi%uﬁﬁ B WETRBESL
RAEDI RS - AR ERERIR AT EFHE -
ZEMBHRERAARETARE DR  BRAHE
SN  TABED AR ERIBA T -

—RNFE+-A=+—H AEEHTHAE
%ﬁt mEE E ARBE652,730,0000T e KR=%
—R"EFTZA=+—8  AEENReRREEE
YA ANR#293,628,0000T  REIRTER(BIE
RERITERWENEZ 5 ) A AR HE2,036,867,000
T ARERBECEBREERCEPHITEN
EERSRE  EEERHBRTEREBEEAN
HREULHEEELES IR ARETEETR
FAERRES] -

AEBEHEHEZE-_T—+F+-_A=+—81
+oEAMBEEREEM#EITER - RRBRZEA
EERBBRARDESERAUBNASEENEE
B REARIBEREREBEE-Z—tF+=A
“t+—HUE+-EANSERETHESNERETR
HttBEEARE - IRRBRSREBAMNS - 12
EEZRASERABREBERREMEERE &
BHE-Z—+tFt+ZA=+—HL+=@EANE
e R —RF+-A-+—B#RAEEE
ZIRITEBHRBARITEE AR527,955,000
TR —ZE—tF+=—A=+—RFH) RARE
387,000,000t (R =T —NEF+=A=+—HEF|
H) -

ENEXEZR  EEHEL  ARESEERME
T NEHERELE R AEERNRERH

RO+ ZEANMBEST - Bit - BBHRKREZ
SESEERE RS -
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Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.1 Basis of preparation (continued)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2016. A
subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power
over an investee, including:

(@) the contractual arrangement with the other vote holders of the
investee;

(b)  rights arising from other contractual arrangements; and

(c) the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the
same reporting period as the Company, using consistent accounting
policies. The results of subsidiaries are consolidated from the date on
which the Group obtains control, and continue to be consolidated
until the date that such control ceases.

Profit or loss and each component of other comprehensive income
are attributed to the owners of the parent of the Group and to the
non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. All intra-group assets and
liabilities, equity, income, expenses and cash flows relating to
transactions between members of the Group are eliminated in full
on consolidation.

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A

2.1 REEE ()

mARBZE%E
HAVBHRERBRARTLEMBE AR (R A%
BDEE_Z—R"EFTA=+—BILFEZHH
L - WBRRARARRERRERZEGNER
(BRERLER)  EAKEH2 R EHRED
HF B MR ERB T A RN A RREREIRE
HEWEND(WAKEER TRBENUNTERE
WA FREN) FEZEMRE - AR
SR -

HARFEZXEERE LR REHRAZHERR
BN AASERFEERESHES
REHRWENREEE—EREERERL &
¥

(a) BEREHFNEMRERFAEANBOLE

(b) EEHRIAELOERN : &
(@ AEBNEERIEERTE -

ME AR Z M BHREMERNDF — M2 B HER
A —HmEMERA - MBLRRZFERAEEER
BEtlEE AR AGARE - UKEFARARKR
BEZEbIRELEE AR -

B MR EEWA 2 & EERK R RE R A EE
BRBZHEA AR - B R e gk
ZRER BB TEERASESKE AR
MzzshEBABARREERAE #x K
A AXERERESVGEAERZRURH -



Notes to Consolidated Financial Statements Bf #& 3R R MY 5

(Expressed in Renminbi unless otherwise indicated)

2.1 Basis of preparation (continued)

Basis of consolidation (continued)

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control described in the accounting policy
for subsidiaries below. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary, (ii)
the carrying amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity; and recognises
(i) the fair value of the consideration received, (ii) the fair value of
any investment retained and (iii) any resulting surplus of deficit
in profit or loss. The Group's share of components previously
recognised in other comprehensive income is reclassified to profit or
loss or retained profits, as appropriate, on the same basis as would
be required if the Group had directly disposed of the related assets
or liabilities.

2.2 Changes in accounting policies and

disclosures

The Group has adopted the following new and revised HKFRSs for
the first time for the current year’s financial statements.

Amendments to HKFRS 10,
HKFRS 12 and HKAS 28 (2011)

Investment Entities: Applying the
Consolidation Exception

Amendments to HKFRS 11 Accounting for Acquisitions of Interests
in Joint Operations

HKFRS 14

Amendments to HKAS 1

Amendments to HKAS 16 and

Regulatory Deferral Accounts
Disclosure Initiative
Clarification of Acceptable Methods of

HKAS 38 Depreciation and Amortisation
Amendments to HKAS 16 and Agriculture: Bearer Plants
HKAS 41

Amendments to HKAS 27 (2011)  Equity Method in Separate Financial
Statements
Annual Improvements Amendments to a number of HKFRSs

2012-2014 Cycle

2.1

2.2

ZE-—FEFAF

31 December 2016 RA-ZT— X F+-_A=+—H
(BB EFTRHEIN - MAREIIE)

PRBELYE )

MEERE 2 EEE)

HEE RIS RET T B ARG B =8
PHEZY —ERS AR - AEES BT
R TIREIBIT AT - WE LRI I B A
A AR A B RS S 5 AJE o

R A SR BR S E A B 2 1 HI4E - A& 4R I HERR()
ZBEARZEE(RERE) REE () EFIFHE
PerEsn 2 BRIEE ¢ (st Az REEN 25

WHERNEWEHE 2 2 FHE : (VERREREZ
RNFAE ¢ (i PTEE W PR TR 2 (B B

o %%E%EW%EHW\TJ@%{JZ$’§I§|F§H@&
B NERSBEERSSRENE(ER) -
HAKEERLERHEERE ﬁﬁﬁﬁ%ﬁﬁﬁzgﬁ
I

B BREHRKE

AEBERAFENPBHRERANENIRATIEE]
RS RT BB ISR %R -

BAMBREENE0R - RETE: EriHsAES
BERMERSENZ %R BT
BEEER R 285
(ZE——H)BITK

BRIHHREERENR WA EEmN N R

EEES
ERUMBREENE 145 EEETRA
EREENRRETLA  REAE
EEGEAIE 1651 BEERBHNIELZ
BRGIERESRETA  F

BRERERF169 R
BRBIHENENRET R

BX BREY

EREREAE27H BEHFRENZ B a%
(ZF——5)gaTA

ETEAMBREEAZ

BHZFRE {&5]

ANNUAL REPORT 2016 F ¥R

79



80

Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=-T—X~F+-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.2 Changes in accounting policies and 22 S BREBREZE @

disclosures (continued)

Other than as explained below regarding the impact of
Amendments to HKAS 1, Amendments to HKAS 16 and HKAS 38
and Amendments to HKFRS 5 included in the Annual Improvements
2012-2014 Cycle, the adoption of the above new and revised
standards has had no significant financial impact on these financial
statements.

(@ Amendments to HKAS 1 include narrow-focus improvements
in respect of the presentation and disclosure in financial
statements. The amendments clarify:

(i)  the materiality requirements in HKAS 1;

(i) that specific line items in the statement of profit or
loss and the statement of financial position may be
disaggregated;

(i) that entities have flexibility as to the order in which they
present the notes to financial statements; and

(iv) that the share of other comprehensive income of
associates and joint ventures accounted for using the
equity method must be presented in aggregate as a single
line item, and classified between those items that will or
will not be subsequently reclassified to profit or loss.

SOLARGIGA ENERGY HOLDINGS LIMITED & RS RIZRER A A

BTIXMEBEAEEEGTENFEIRETLR &
BEFERE 16 R BB G RERE3SRERT AR

CE D F R EYFRC FEIGERRNE

BB MmE LR FESRIETRNTEI - R it
FA] RAE TR M AR B RFER T EXR
MBTE -

(@ EBEIENE I RETARE HIHEEES
SHREBREN B EUONE - REE
OES 7R

() BEEHEABEVRANERNERE -

(i) BHEREFBRARAZEEERBAT
i)

@iy EREZIMBHREMENIEFTE=
BEEHE R

(iv) FEREREARNDEBHERRREE
REIHEAD 2 E WA BB R EEIE A
ERZ2D YEERSEXITSEHD
BERENZSHE ZMETRSE -



Notes to Consolidated Financial Statements Bf #& 3R R MY 5

(Expressed in Renminbi unless otherwise indicated)

2.2 Changes in accounting policies and
disclosures (continued)

Furthermore, the amendments clarify the requirements that apply
when additional subtotals are presented in the statement of financial
position and the statement of profit or loss. The amendments have
had no significant impact on the Group’s financial statements.

(b)

(0)

Amendments to HKAS 16 and HKAS 38 clarify the principle
in HKAS 16 and HKAS 38 that revenue reflects a pattern
of economic benefits that are generated from operating a
business (of which the asset is part) rather than the economic
benefits that are consumed through the use of the asset. As a
result, a revenue-based method cannot be used to depreciate
property, plant and equipment and may only be used in
very limited circumstances to amortise intangible assets. The
amendments are applied prospectively. The amendments have
had no impact on the financial position or performance of the
Group as the Group has not used a revenue-based method for
the calculation of depreciation of its non-current assets.

Annual Improvements to HKFRSs 2012-2014 Cycle issued in
October 2014 sets out amendments to a number of HKFRSs.
Details of the amendments are as follows:

° HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations: Clarifies that changes to a plan
of sale or a plan of distribution to owners should not be
considered to be a new plan of disposal, rather it is a
continuation of the original plan. Accordingly, there is no
change in the application of the requirements in HKFRS 5.
The amendments also clarify that changing the disposal
method does not change the date of classification of the
non-current assets or disposal group held for sale. The
amendments are applied prospectively. The amendments
have had no impact on the Group as the Group did not
have any change in the plan of sale or disposal method
in respect of the disposal group held for sale during the
year.

31 December 2016 RA-ZT— X F+-_A=+—H
(BB EFTRHEIN - MAREIIE)

22 S BRBHRKE @)

N -
FIRRSN NEHEERMARE

SEIAEBRMBRARLIBRERAZ
FRSIZEF RIS S

ZEE

ZEE

B BRRELEMEATE

5EE
{‘/ DTZ’S’i/ﬁ

FTERIZE 165 R BB 2R %ER|ZE 385

BEEAE 16%&%/55.:

HERIZE3SRARE - B Rt B ET
(RBERHES—HD)ELEEMNEMIER
BEREERRCHMNEOEN o Bt -
SETNERARFTENE - BFEMEE - 1(E

AHEFEEROBERTHAAREBETEE
REEARERREERR - ZFEFT AL
%¥1$$E’Uﬂﬂ%#%§i§iﬁ§i{£ﬂ*
2 FRERAEELAERARREAELE
MEBEENE -

—R-ME+ ARG BB B S ER =
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ETEBVBHMEERNER - ZFER]F
FIEAT
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MEBEERCHUEEEYS BEFEE
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REWB|ED) - ZZEFTMES 28
BET AL T ENE IR EELFHE
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BARRELEER - ZEEFTHALEL
BEAEMNXE  REEAEEFNE
FEHEZRBEANHERRERTR
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31 December 2016 A =Z
(Expressed in Renminbi unless otherwise indicated) (f& 2AFAESN - AARETIE)

2.3 Issued but not yet effective Hong Kong

financial reporting standards

The Group has not applied the following new and revised HKFRSs,
that have been issued but are not yet effective, in these financial

statements.

Amendments to HKFRS 2

Amendments to HKFRS 4

HKFRS 9

Amendments to HKFRS 10
and HKAS 28 (2011)

HKFRS 15

Amendments to HKFRS 15

HKFRS 16

Amendments to HKAS 7
Amendments to HKAS 12

Classification and Measurement of
Share-based Payment Transactions?

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts?

Financial Instruments?

Sale or Contribution of Assets
between an Investor and
its Associate or Joint Venture*

Revenue from Contracts with
Customers?

Clarifications to HKFRS 15 Revenue
from Contracts with Customers?

Leases®

Disclosure Initiative!

Recognition of Deferred Tax Assets
for Unrealised Losses!

Notes to Consolidated Financial Statements Bf #& 3R R MY &
—xE+=A=+—8
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S0S S g g

1 Effective for annual periods beginning on or after 1 January 2017

2 Effective for annual periods beginning on or after 1 January 2018
3 Effective for annual periods beginning on or after 1 January 2019
4 No mandatory effective date yet determined but available for adoption
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.3 Issued but not yet effective Hong Kong

financial reporting standards (continued)

Further information about those HKFRSs that are expected to be
applicable to the Group is as follows:

The HKICPA issued amendments to HKFRS 2 in August 2016 that
address three main areas: the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction;
the classification of a share-based payment transaction with net
settlement features for withholding a certain amount in order to
meet the employee’s tax obligation associated with the share-
based payment; and accounting where a modification to the terms
and conditions of a share-based payment transaction changes its
classification from cash-settled to equity-settled. The amendments
clarify that the approach used to account for vesting conditions
when measuring equity-settled share-based payments also applies
to cash-settled share-based payments. The amendments introduce
an exception so that a share-based payment transaction with net
share settlement features for withholding a certain amount in order
to meet the employee’s tax obligation is classified in its entirety as
an equity-settled share-based payment transaction when certain
conditions are met. Furthermore, the amendments clarify that if
the terms and conditions of a cash-settled share-based payment
transaction are modified, with the result that it becomes an
equity-settled share-based payment transaction, the transaction is
accounted for as an equity-settled transaction from the date of the
modification. The Group expects to adopt the amendments from
1 January 2018. The amendments are not expected to have any
significant impact on the Group'’s financial statements.

In September 2014, the HKICPA issued the final version of HKFRS 9,
bringing together all phases of the financial instruments project to
replace HKAS 39 and all previous versions of HKFRS 9. The standard
introduces new requirements for classification and measurement,
impairment and hedge accounting. The Group expects to adopt
HKFRS 9 from 1 January 2018. The Group is currently assessing the
impact of the standard.
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2.3 Issued but not yet effective Hong Kong 23 CEMERNKRERZEBMBERSE
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financial reporting standards (continued)

The amendments to HKFRS 10 and HKAS 28 (2011) address
an inconsistency between the requirements in HKFRS 10 and
in HKAS 28 (2011) in dealing with the sale or contribution of
assets between an investor and its associate or joint venture. The
amendments require a full recognition of a gain or loss when the
sale or contribution of assets between an investor and its associate
or joint venture constitutes a business. For a transaction involving
assets that do not constitute a business, a gain or loss resulting from
the transaction is recognised in the investor’s profit or loss only to
the extent of the unrelated investor’s interest in that associate or
joint venture. The amendments are to be applied prospectively.
The previous mandatory effective date of amendments to HKFRS
10 and HKAS 28 (2011) was removed by the HKICPA in January
2016 and a new mandatory effective date will be determined after
the completion of a broader review of accounting for associates
and joint ventures. However, the amendments are available for
application now.

HKFRS 15 establishes a new five-step model to account for revenue
arising from contracts with customers. Under HKFRS 15, revenue is
recognised at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring goods
or services to a customer. The principles in HKFRS 15 provide a
more structured approach for measuring and recognising revenue.
The standard also introduces extensive qualitative and quantitative
disclosure requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract asset
and liability account balances between periods and key judgements
and estimates. The standard will supersede all current revenue
recognition requirements under HKFRSs. In September 2015, the
HKICPA issued an amendment to HKFRS 15 regarding a one-year
deferral of the mandatory effective date of HKFRS 15 to 1 January
2018. The Group expects to adopt HKFRS 15 on 1 January 2018 and
is currently assessing the impact of HKFRS 15 upon adoption.
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(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.3 Issued but not yet effective Hong Kong

financial reporting standards (continued)

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4 Determining
whether an Arrangement contains a Lease, HK(SIC)-Int 15 Operating
Leases — Incentives and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard sets
out the principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to recognise assets and
liabilities for most leases. The standard includes two recognition
exemptions for lessees — leases of low-value assets and short-term
leases. At the commencement date of a lease, a lessee will recognise
a liability to make lease payments (i.e., the lease liability) and an
asset representing the right to use the underlying asset during
the lease term (i.e., the right-of-use asset). The right-of-use asset
is subsequently measured at cost less accumulated depreciation
and any impairment losses unless the right-of-use asset meets the
definition of investment property in HKAS 40. The lease liability is
subsequently increased to reflect the interest on the lease liability
and reduced for the lease payments. Lessees will be required to
separately recognise the interest expense on the lease liability and
the depreciation expense on the right-of-use asset. Lessees will also
be required to remeasure the lease liability upon the occurrence
of certain events, such as change in the lease term and change in
future lease payments resulting from a change in an index or rate
used to determine those payments. Lessees will generally recognise
the amount of the remeasurement of the lease liability as an
adjustment to the right-of-use asset. Lessor accounting under HKFRS
16 is substantially unchanged from the accounting under HKAS 17.
Lessors will continue to classify all leases using the same classification
principle as in HKAS 17 and distinguish between operating leases
and finance leases. The Group expects to adopt HKFRS 16 on 1
January 2019 and is currently assessing the impact of HKFRS 16
upon adoption.

23 EEMEMRERZBERBUBRSE

2Bl ()

BB RS LS 6HMR B BREERE 175
HE B4 (ERUEREREEEe) - RES4
SETLHELEERE  B5 (AR ERER
BEE®)-RESSHALSHE—BERES(E
BB BRERBEER) - REEIRTELRA
EARHALEZAE « REBBHIER - 8 -
LHREBRE YRR W ERERARASHHA
ERREERAE - REARIES TEBARER
ERRHE —EEEELERERCHEE - REE
BIA B - A ASHRANAE BN SR
CEEEEEEE) RREIENEEERE AR
(EREE) - BIERREEGABERE
AIBA0RAEWENTSE - TAGRREELE
AR AR REHE AR ERE E - AEaR

AR - ABEARED B HREE B EH TS
X REREEENNENS - ABATARE TS
HEEREFIEHERE  HINHRHEERESE
KAREERREERAZ —RIEBELEEEM
SIBZSNRES - AHALESENTEEER
Bz eRERAEEREEE L HE - BEUBR
SEAFI6E T2 HBEAGHEAREBGERE
17T 2 SRTERIBARL WM EREE) - WA
BANABRSTENE17HRA 2 RA—2 B RAIEH
BHENE ITeRONGEHERBENRE - A%
EEMR T NF-A-ARATBUBIREE
AIEE165% - B AT ERHMARME BB iEERIZE 16
SR FE o

ANNUAL REPORT 2016 F ¥R

85



Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.3 Issued but not yet effective Hong Kong 23 CEMERNKRERZEBMBERE

86

financial reporting standards (continued)

Amendments to HKAS 7 require an entity to provide disclosures that
enable users of financial statements to evaluate changes in liabilities
arising from financing activities, including both changes arising from
cash flows and non-cash changes. The amendments will result in
additional disclosure to be provided in the financial statements. The
Group expects to adopt the amendments from 1 January 2017.

Amendments to HKAS 12 were issued with the purpose of
addressing the recognition of deferred tax assets for unrealised
losses related to debt instruments measured at fair value, although
they also have a broader application for other situations. The
amendments clarify that an entity, when assessing whether taxable
profits will be available against which it can utilise a deductible
temporary difference, needs to consider whether tax law restricts the
sources of taxable profits against which it may make deductions on
the reversal of that deductible temporary difference. Furthermore,
the amendments provide guidance on how an entity should
determine future taxable profits and explain the circumstances in
which taxable profit may include the recovery of some assets for
more than their carrying amount. The Group expects to adopt the
amendments from 1 January 2017.

2.4 Summary of significant accounting policies

Investments in associates

An associate is an entity in which the Group has a long term interest
of generally not less than 20% of the equity voting rights and over
which it is in a position to exercise significant influence. Significant
influence is the power to participate in the financial and operating
policy decisions of the investee, but is not control or joint control
over those policies.

The Group's investments in associates are stated in the consolidated
statement of financial position at the Group’s share of net assets
under the equity method of accounting, less any impairment losses.
Adjustments are made to bring into line any dissimilar accounting
policies that may exist.
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(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Investments in associates (continued)

The Group's share of the post-acquisition results and other
comprehensive income of associates is included in the consolidated
statement of profit or loss and consolidated statement of
comprehensive income, respectively. In addition, when there has
been a change recognised directly in the equity of the associate,
the Group recognises its share of any changes, when applicable, in
the consolidated statement of changes in equity. Unrealised gains
and losses resulting from transactions between the Group and its
associates are eliminated to the extent of the Group’s investments
in the associates, except where unrealised losses provide evidence
of an impairment of the assets transferred. Goodwill arising from
the acquisition of associates is included as part of the Group’s
investments in associates.

If an investment in an associate becomes an investment in a joint
venture or vice versa, the retained interest is not remeasured.
Instead, the investment continues to be accounted for under the
equity method. In all other cases, upon loss of significant influence
over the associate or joint control over the joint venture, the Group
measures and recognises any retained investment at its fair value.
Any difference between the carrying amount of the associate and
the fair value of the retained investment and proceeds from disposal is
recognised in profit or loss.

When an investment in an associate is classified as held for sale, it is
accounted for in accordance with HKFRS 5 Non-current Assets Held
for Sale and Discontinued Operations.
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2.4 Summary of significant accounting policies

(continued)
Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the acquisition
date fair value which is the sum of the acquisition date fair values
of assets transferred by the Group, liabilities assumed by the Group
to the former owners of the acquiree and the equity interests
issued by the Group in exchange for control of the acquiree. For
each business combination, the Group elects whether to measure
the non-controlling interests in the acquiree that are present
ownership interests and entitle their holders to a proportionate
share of net assets in the event of liquidation at fair value or at the
proportionate share of the acquiree’s identifiable net assets. All
other components of non-controlling interests are measured at fair
value. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes
the separation of embedded derivatives in host contracts of the
acquiree.

If the business combination is achieved in stages, the previously held
equity interest is remeasured at its acquisition date fair value and any
resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at
fair value with changes in fair value recognised in profit or
loss. Contingent consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for within
equity.

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognised
for non-controlling interests and any fair value of the Group's
previously held equity interests in the acquiree over the identifiable
net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment, recognised in
profit or loss as a gain on bargain purchase.
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(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 December.
For the purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date, allocated to each
of the Group's cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies of the
combination, irrespective of whether other assets or liabilities of the
Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of
the cash-generating unit (group of cash-generating units) to which
the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An impairment
loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or
group of cash-generating units) and part of the operation within
that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation when
determining the gain or loss on the disposal. Goodwill disposed of in
these circumstances is measured based on the relative value of the
operation disposed of and the portion of the cash-generating unit
retained.

Fair value measurement

The Group measures its equity investments at fair value at the
end of each reporting period. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.
The fair value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes place either
in the principal market for the asset or liability, or in the absence of
a principal market, in the most advantageous market for the asset
or liability. The principal or the most advantageous market must be
accessible by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants would use
when pricing the asset or liability, assuming that market participants
act in their economic best interest.
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2.4 Summary of significant accounting policies 2.4 TESBEME =)

90

(continued)
Fair value measurement (continued)

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the
circumstances and for which sufficient data are available to measure
fair value, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed
in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1 —  based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 —  based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either directly
or indirectly

Level 3 —  based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.
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(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories
and financial assets), the asset’s recoverable amount is estimated.
An asset’s recoverable amount is the higher of the asset’s or cash-
generating unit's value in use and its fair value less costs of disposal,
and is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from
other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset
belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. In assessing value in use, the
estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. An
impairment loss is charged to the statement of profit or loss in the
period in which it arises in those expense categories consistent with
the function of the impaired asset.

An assessment is made at the end of each reporting period as
to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but not
to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to the statement of
profit or loss in the period in which it arises.
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2.4 Summary of significant accounting policies
(continued)

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s family
and that person

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

(i) is a member of the key management personnel of the
Group or of a parent of the Group;
or

(b) the party is an entity where any of the following conditions
applies:

(i) the entity and the Group are members of the same
group;

(i) one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of
the other entity);

(iiiy the entity and the Group are joint ventures of the same
third party;

(iv) one entity is a joint venture of a third entity and the other
entity is an associate of the third entity;

(v) the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

(vi) the entity is controlled or jointly controlled by a person
identified in (a);

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

(viii) the entity, or any member of a group of which it is a

part, provides key management personnel services to the
Group or to the parent of the Group.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and any impairment
losses. When an item of property, plant and equipment is classified
as held for sale or when it is part of a disposal group classified as
held for sale, it is not depreciated and is accounted for in accordance
with HKFRS 5. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for its
intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is
normally charged to the statement of profit or loss in the period in
which it is incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where significant
parts of property, plant and equipment are required to be replaced
at intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

Depreciation is calculated to write off the cost of items of property,
plant and equipment, less their estimated residual value, if any, using
the straight-line method over their estimated useful lives as follows:

—  Buildings situated on leasehold land are depreciated over the
shorter of the unexpired term of lease and their estimated
useful lives, being no more than 50 years after the date of
completion.

—  Plant and machinery 10 to 25 years

—  Other fixed assets 3to 5 years
Where parts of an item of property, plant and equipment have
different useful lives, the cost or valuation of the item is allocated on
a reasonable basis between the parts and each part is depreciated
separately. The useful life of an asset, its residual value and the
depreciation method are reviewed annually.
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Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=-T—X~F+-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.4 Summary of significant accounting policies

(continued)
Property, plant and equipment and depreciation (continued)

An item of property, plant and equipment including any significant
part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognised in the statement of
profit or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the
relevant asset.

Construction in progress

Construction in progress is stated at cost less impairment losses.

Cost comprises the direct costs of construction as well as interest
expenses capitalised during the periods of construction and
installation. Capitalisation of these costs ceases and the construction
in progress is transferred to property, plant and equipment when
substantially all the activities necessary to prepare the asset for its
intended use are completed. No depreciation is provided in respect
of construction in progress until it is substantially ready for its
intended use.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at
each financial year end.

Intangible assets with indefinite useful lives are tested for impairment
annually either individually or at the cash-generating unit level. Such
intangible assets are not amortised. The useful life of an intangible
asset with an indefinite life is reviewed annually to determine
whether the indefinite life assessment continues to be supportable.
If not, the change in the useful life assessment from indefinite to
finite is accounted for on a prospective basis.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Intangible assets (other than goodwill) (continued)
Amortisation of intangible assets with finite useful lives is charged to

profit or loss on a straight-line basis over the assets’ estimated useful
lives as follows:

- Patents 9 years
—  Customer relationship 10 years
- Customer contracts 1 year

Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance lease,
the cost of the leased asset is capitalised at the present value of the
minimum lease payments and recorded together with the obligation,
excluding the interest element, to reflect the purchase and financing.
Assets held under capitalised finance leases, including prepaid land
lease payments under finance leases, are included in property, plant
and equipment, and depreciated over the shorter of the lease terms
and the estimated useful lives of the assets. The finance costs of
such leases are charged to the statement of profit or loss so as to
provide a constant periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing
nature are accounted for as finance leases, but are depreciated over
their estimated useful lives.

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the statement
of profit or loss on the straight-line basis over the lease terms. Where
the Group is the lessee, rentals payable under operating leases net of
any incentives received from the lessor are charged to the statement
of profit or loss on the straight-line basis over the lease terms.
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Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.4 Summary of significant accounting policies

(continued)
Leases (continued)

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line basis
over the lease terms.

When the lease payments cannot be allocated reliably between the
land and buildings elements, the entire lease payments are included
in the cost of the land and buildings as a finance lease in property,
plant and equipment.

Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss, loans and receivables and
available-for-sale financial investments. When financial assets are
recognised initially, they are measured at fair value plus transaction
costs that are attributable to the acquisition of the financial assets,
except in the case of financial assets recorded at fair value through
profit or loss.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention
in the marketplace.

Subsequent measurement

The subsequent measurement of financial assets depends on their
classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
After initial measurement, such assets are subsequently measured
at amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking
into account any discount or premium on acquisition and includes
fees or costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in the statement
of profit or loss. The loss arising from impairment is recognised in
the statement of profit or loss.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Investments and other financial assets (continued)
Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial
assets in unlisted equity investments. Equity investments classified
as available for sale are those which are neither classified as held for
trading nor designated as at fair value through profit or loss.

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value, with unrealised gains or losses
recognised as other comprehensive income in other reserve until
the investment is derecognised, at which time the cumulative gain
or loss is recognised in the statement of profit or loss, or until the
investment is determined to be impaired, when the cumulative gain
or loss is reclassified from other reserve to the statement of profit
or loss. Interest and dividends earned whilst holding the available-
for-sale financial investments are reported as interest income and
dividend income, respectively and are recognised in the statement
of profit or loss in accordance with the policies set out for “Revenue
recognition” below.

When the fair value of unlisted equity investments cannot be reliably
measured because (a) the variability in the range of reasonable
fair value estimates is significant for that investment or (b) the
probabilities of the various estimates within the range cannot
be reasonably assessed and used in estimating fair value, such
investments are stated at cost less any impairment losses.

The Group evaluates whether the ability and intention to sell
its available-for-sale financial assets in the near term are still
appropriate. When, in rare circumstances, the Group is unable to
trade these financial assets due to inactive markets, the Group may
elect to reclassify these financial assets if management has the ability
and intention to hold the assets for the foreseeable future or until
maturity.
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Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.4 Summary of significant accounting policies

(continued)
Investments and other financial assets (continued)

For a financial asset reclassified from the available-for-sale category,
the fair value carrying amount at the date of reclassification becomes
its new amortised cost and any previous gain or loss on that asset
that has been recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective interest rate.
Any difference between the new amortised cost and the maturity
amount is also amortised over the remaining life of the asset using
the effective interest rate. If the asset is subsequently determined to
be impaired, then the amount recorded in equity is reclassified to
the statement of profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised
(i.e., removed from the Group’s consolidated statement of financial
position) when:

e the rights to receive cash flows from the asset have expired; or

e the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under
a "“pass-through” arrangement; and either (a) the Group
has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
it evaluates if and to what extent it has retained the risks and
rewards of ownership of the asset. When it has neither transferred
nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise
the transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the
Group has retained.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Derecognition of financial assets (continued)

Continuing involvement that takes the form of a guarantee over the
transferred assets is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration that
the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more
events that occurred after the initial recognition of the asset and
that loss event have an impact on the estimated future cash flows
of the financial asset or the group of financial assets that can be
reliably estimated. Evidence of impairment may include indications
that a debtor 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 observable data indicating that there
is @ measurable decrease in the estimated future cash flows, such
as changes in arrears or economic conditions that correlate with
defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses individually whether objective evidence of impairment exists
individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant.
If the Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether significant
or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses them for
impairment. Assets that are individually assessed for impairment and
for which an impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.

The amount of any impairment loss identified 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 yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed at
initial recognition).
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Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=-T—X~F+-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.4 Summary of significant accounting policies 2.4 TESBEME =)

(continued)
Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced through the use of
an allowance account and the loss is recognised in the statement
of profit or loss. Interest income continues to be accrued on the
reduced carrying amount using the rate of interest used to discount
the future cash flows for the purpose of measuring the impairment
loss. Loans and receivables together with any associated allowance
are written off when there is no realistic prospect of future recovery
and all collateral has been realised or has been transferred to the
Group.

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account. If a
write-off is later recovered, the recovery is credited in the statement
of profit or loss.

Assets carried at cost

If there is objective evidence that an impairment loss has been
incurred on an unquoted equity instrument that is not carried at
fair value because its fair value cannot be reliably measured, or on
a derivative asset that is linked to and must be settled by delivery
of such an unquoted equity instrument, 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 discounted at the
current market rate of return for a similar financial asset. Impairment
losses on these assets are not reversed.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses at
the end of each reporting period whether there is objective evidence
that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising
the difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss
previously recognised in the statement of profit or loss, is removed
from other comprehensive income and recognised in the statement
of profit or loss.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Available-for-sale financial investments (continued)

In the case of equity investments classified as available for sale,
objective evidence would include a significant or prolonged decline
in the fair value of an investment below its cost. The determination
of what is “significant” or “prolonged” requires judgement.
“Significant” is evaluated against the original cost of the investment
and “prolonged” against the period in which the fair value has been
below its original cost. Where there is evidence of impairment, the
cumulative loss — measured as the difference between the acquisition
cost and the current fair value, less any impairment loss on that
investment previously recognised in the statement of profit or loss —
is removed from other comprehensive income and recognised in the
statement of profit or loss. Impairment losses on equity instruments
classified as available for sale are not reversed through the statement
of profit or loss. Increases in their fair value after impairment are
recognised directly in other comprehensive income.

The determination of what is “significant” or “prolonged” requires
judgement. In making this judgement, the Group evaluates, among
other factors, the duration or extent to which the fair value of an
investment is less than its cost.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as loans and
borrowings. The Group determines the classification of its financial
liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and, in the
case of loans and borrowings, net of directly attributable transaction
costs.

The Group's financial liabilities include trade and bills payables, other
payables and accruals, interest-bearing bank and other borrowings
and other liabilities.
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Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=-T—X~F+-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.4 Summary of significant accounting policies 2.4 TESBEME =)

(continued)
Financial liabilities (continued)
Subsequent measurement

The subsequent measurement of financial liabilities depends on their
classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective interest
rate method unless the effect of discounting would be immaterial, in
which case they are stated at cost. Gains and losses are recognised in
the statement of profit or loss when the liabilities are derecognised as
well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of
the effective interest rate. The effective interest rate amortisation is
included in finance costs in the statement of profit or loss.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse the
holder for a loss it incurs because the specified debtor fails to
make a payment when due in accordance with the terms of a debt
instrument. A financial guarantee contract is recognised initially
as a liability at its fair value, adjusted for transaction costs that are
directly attributable to the issuance of the guarantee. Subsequent
to initial recognition, the Group measures the financial guarantee
contract at the higher of: (i) the amount of the best estimate of the
expenditure required to settle the present obligation at the end of
the reporting period; and (ii) the amount initially recognised less,
when appropriate, cumulative amortisation.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in the statement of profit
or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the weighted average basis and, in the case
of work in progress and finished goods, comprises direct materials,
direct labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less any estimated
costs to be incurred to completion and disposal.
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31 December 2016 R=-T—X~F+-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.4 Summary of significant accounting policies 2.4 TESBEME =)

(continued)
Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting period
of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
statement of profit or loss.

Provisions for product warranties granted by the Group on certain
products are recognised based on sales volume and past experience
of the level of repairs and returns, discounted to their present values
as appropriate.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents comprise cash on hand and demand deposits,
and short term highly liquid investments that are readily convertible
into known amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally within three
months when acquired, less bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial position,
cash and cash equivalents comprise cash on hand and at banks,
including term deposits, and assets similar in nature to cash, which
are not restricted as to use.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Government grants

Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognised as income on a systematic basis
over the periods that the costs, which it is intended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the statement of profit
or loss over the expected useful life of the relevant asset by equal
annual instalments or deducted from the carrying amount of the asset
and released to the statement of profit or loss by way of a reduced
depreciation charge.

Employee benefits
(i)  Short term employee benefits

Salaries, annual bonuses and staff welfare costs are accrued
in the period in which the associated services are rendered
by employees of the Group. Where payment or settlement is
deferred and the effect would be material, these amounts are
stated at their present values.

(i) Contributions to defined contribution retirement plans

Contributions to local retirement schemes pursuant to the
relevant labour rules and regulations in the PRC, Taiwan and
Hong Kong are recognised as an expense in profit or loss as
incurred, except to the extent that they are included in the cost
of inventories not yet recognised as an expense.

(i)  Termination benefits

Termination benefits are recognised at the earlier of when the
Group can no longer withdraw the offer of those benefits and
when it recognises restructuring costs involving the payment of
termination benefits.

24 TESTBERBE @)

BURT #HRA

B RRRA TN G IR HEE A B AL 1S R - B
FRA M RIS T A RIR A T EMR - ALY
RFXIER - RIEn #E R VR B R AR S8R0 3R
BREHORERAEA

WS N —HEE  BIRTFES AETRA
R ITHEREEZ RHEAFHEFREAER
EEEEK - HEREEZREES R ILE B
FEMTEREERE -

EEEF

iy EEEBRRHN

e 2FEAREEBAKRANAEEE
SR BRIRS MM A5 - MRTERB AR
NRABEENEATE - AZFTRME
REIEK -

I

(i) EREFURIRF BIHOHR
RETFE - 5B REERMBSE TR LR
B SLE MR IRFTEVEHROHER - BRIFRIE
RiEARERRAZINFERA - BRI #HK
REARRIRRER /M -

(i) BREIEHHE
BRRIHEETIMEANTARE © KN%E
B BREREL SRR REERS
KX NA K IEHENBEARAR -

ANNUAL REPORT 2016 3R 105
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.4 Summary of significant accounting policies 2.4 TESBEME =)

(continued)
Income tax

Income tax comprises current and deferred tax. Income tax relating
to items recognised outside profit or loss is recognised outside profit
or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking into
consideration interpretations and practices prevailing in the countries
in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax
bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

e when the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not
a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss;
and

. in respect of taxable temporary differences associated with
investments in subsidiaries and associates, when the timing of
the reversal of the temporary differences can be controlled and
it is probable that the temporary differences will not reverse in
the foreseeable future.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Income tax (continued)

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any unused
tax losses. Deferred tax assets are recognised to the extent that it
is probable that taxable profit will be available against which the
deductible temporary differences, the carryforward of unused tax
credits and unused tax losses can be utilised, except:

e when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; and

o in respect of deductible temporary differences associated with
investments in subsidiaries and associates, deferred tax assets
are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and
taxable profit will be available against which the temporary
differences can be utilised.

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

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply to the period when the asset is realised or the
liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.
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2.4 Summary of significant accounting policies
(continued)

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

0

(ii)

(iii)

(iv)

Sale of goods

Revenue from the sale of goods is recognised when the
significant risks and rewards of ownership have been
transferred to the buyer, provided that the Group maintains
neither managerial involvement to the degree usually associated
with ownership, nor effective control over the goods sold.
Revenue excludes value added tax or other sales taxes and is
after deduction of any trade discounts.

Construction contracts

Revenue from construction contracts is recognised on the
percentage of completion basis, as further explained in the
accounting policy for “Construction contracts” below.

Services rendered

Revenue from services rendered is recognised on the
percentage of completion basis, as further explained in the
accounting policy for “Contracts for services” below.

Interest income

Interest income is recognised in profit or loss as it accrues using
the effective interest method.

Rental income from operating leases

Rental income receivable under operating leases is recognised
in profit or loss in equal instalments over the periods covered
by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the
use of the leased asset. Lease incentives granted are recognised
in profit or loss as an integral part of the aggregate net lease
payments receivable. Contingent rentals are recognised as
income in the accounting period in which they are earned.
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31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Construction contracts

Contract revenue comprises the agreed contract amount and
appropriate amounts from variation orders, claims and incentive
payments. Contract costs incurred comprise direct materials, the
costs of subcontracting, direct labour and an appropriate proportion
of variable and fixed construction overheads.

Revenue from fixed price construction contracts is recognised using
the percentage of completion method, measured by reference to the
proportion of costs incurred to date to the estimated total cost of
the relevant contract.

Provision is made for foreseeable losses as soon as they are
anticipated by management. Where contract costs incurred to
date plus recognised profits less recognised losses exceed progress
billings, the surplus is treated as an amount due from contract
customers. Where progress billings exceed contract costs incurred
to date plus recognised profits less recognised losses, the surplus is
treated as an amount due to contract customers.

Contracts for services

Contract revenue on the rendering of services comprises the agreed
contract amount. Costs of rendering services comprise labour and
other costs of personnel directly engaged in providing the services
and attributable overheads.

Revenue from the rendering of services is recognised based on the
percentage of completion of the transaction, provided that the
revenue, the costs incurred and the estimated costs to completion
can be measured reliably. The percentage of completion is established
by reference to the costs incurred to date as compared to the total
costs to be incurred under the transaction. Where the outcome of a
contract cannot be measured reliably, revenue is recognised only to
the extent that the expenses incurred are eligible to be recovered.

Provision is made for foreseeable losses as soon as they are
anticipated by management. Where contract costs incurred to
date plus recognised profits less recognised losses exceed progress
billings, the surplus is treated as an amount due from contract
customers. Where progress billings exceed contract costs incurred
to date plus recognised profits less recognised losses, the surplus is
treated as an amount due to contract customers.

24 TESTBERBE @)

BRREEREHEANRALTERE ARRE
BREENK - SHRABEEEMH - 28K
K BHERSTREELANATEREFERRAX -

EEEREREHNRRRTIANLER - 2RE
SELENRAFERBA DM ERALTEE -

BEE-BBEAARANER - BIFHEERE - i
S EEMAHRAND RN R E RS
HEREMNR - ZRRERESNTPHA - MEE
NRBHE T ELNE QKA NT BRMERE
REE  ZERERNEOEPHA -

RIEEX
RERBzAHKRABEBESRSHE - RHERE
ZRABRER2ERHRBZE I RAMBAEZ
FRAR - AR EIERI -

RHUERBZWRIZZHHTKEA D LR - Bl
SRR AT EIE - TEL Z A RAEF 5T
FXA o SERCE DL T2 IRE S EE R AT %2
DISELEZ BATEE ° WEER S 24144
RABEFEEZAXFAKREERZBEATH

SRERYE o

EE B AN RRNER - BIRHREME - i
S EENA DA IS RN RS EREEE
HERMNR - ZRREREEOTLIA - WEE
MFBBHE S EERNA DR A NS ERMERD i
REE  ZEEEERNANEPTA -

ANNUAL REPORT 2016 3R 109



Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=-T—X~F+-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

2.4 Summary of significant accounting policies 2.4 TESBEME =)

(continued)
Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily take a
substantial period of time to get ready for their intended use or sale,
are capitalised as part of the cost of those assets. The capitalisation
of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. Investment income earned
on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs capitalised. All other borrowing costs are expensed in the
period in which they are incurred. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the
borrowing of funds.

Research and development expenses

Expenditure on research and development is charged to profit or loss
as an expense when incurred.

Dividends

Final dividends are recognised as a liability when they are approved
by the shareholders in a general meeting.

Interim dividends are simultaneously proposed and declared, because
the Company’s memorandum and articles of association grant the
directors the authority to declare interim dividends. Consequently,
interim dividends are recognised immediately as a liability when they
are proposed and declared.

Foreign currencies

The Company's functional currency is Hong Kong dollars. However,
the consolidated financial statements of the Group are presented
in RMB, as the directors of the Company consider that the
major subsidiaries of the Company are all presented in RMB and
meanwhile this presentation is more useful for its current and
potential investors. Each entity in the Group determines its own
functional currency and items included in the financial statements
of each entity are measured using that functional currency. Foreign
currency transactions recorded by the entities in the Group are
initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are retranslated at
the functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation of
monetary items are recognised in the statement of profit or loss.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

2.4 Summary of significant accounting policies

(continued)
Foreign currencies (continued)

Non-monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at fair value is
treated in line with the recognition of the gain or loss on change in
fair value of the item (i.e., translation difference on the item whose
fair value gain or loss is recognised in other comprehensive income
or profit or loss is also recognised in other comprehensive income or
profit or loss, respectively).

The functional currencies of certain overseas subsidiaries are
currencies other than the RMB. As at the end of the reporting period,
the assets and liabilities of these entities are translated into RMB at
the exchange rates prevailing at the end of the reporting period and
their statements of comprehensive income are translated into RMB
at the weighted average exchange rates for the year. The resulting
exchange differences are recognised in other comprehensive income
and accumulated in the exchange reserve. On disposal of a foreign
operation, the component of other comprehensive income relating
to that particular foreign operation is recognised in the statement of
profit or loss.

Any goodwill arising on the acquisition of a foreign operation and
any fair value adjustments to the carrying amounts of assets and
liabilities arising on acquisition are treated as assets and liabilities of
the foreign operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, the
cash flows of overseas subsidiaries are translated into RMB at the
exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout
the year are translated into RMB at the weighted average exchange
rates for the year.

Significant accounting judgments and
estimates

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities
affected in the future.

24 TESTBERBE @)

SNEE ()

BESL AR - NSt BRIEEBIRE - 1A
MNFR5BHNERIGE o IR FEDIR - AINE
SHEMNIFEBIEE - AIRMEEATHEASBMEER
BE - NBREUAHEAHENFEBREMES 2

FA-H(BIAFEEaNEMEERARTERZ
R zHmEZRIER T D R EMEE R ASIE
HAFER) °

ETEINMBLARZEEEBRIEARKER - 1
BEHHEEER  ZFERNEERAR  BES
HHAEARTEXBRERARE - H2EEA
RABAFENINEFOETBESARE - Bt
mEEME L ZE R AR MBEEBRAR - SR
PE R Rat o HEIBINETSR - BZIAR T
EBEREMEMRARN S EBRRRPRER

RSB EBIN RS MELS 2B EE RS EREES
ZEENBBERAENEANQOFERE - HEINA
BIMERBNEERAG - WAKEETBE -

AEERERERME  BINBRARIZEZRE
RReREAHZERBESARE - BINGBLR
ARBEFENETEEZRERENIRAFE L
IEFAERBE/ARE -

EREFHEFH R H B

REASE 2 M HEAEREEBIEL RBRA -
ER - BEMBEZC WS B MR E AR
REBZWE2HE - At ERE - AEZERE
RAERTZ FNRRE RIS ZER AR FEZ
BESABZRAEFRERHE

ANNUAL REPORT 2016 3R 111



Notes to Consolidated Financial Statements Bf #& 3R R MY &

31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

3. Significant accounting judgments and 3.
estimates (continued)

Estimation uncertainty

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

(@) Useful lives of property, plant and equipment

Property, plant and equipment are depreciated on a straight-
line basis over the estimated useful life of each asset, after
taking into account the estimated residual value. Management
reviews annually the useful life of an asset and its residual
value, if any. Both the period and methods of depreciation
are reviewed annually. The depreciation expenses for future
periods are adjusted if there are significant changes from
previous estimates.

(b)  Impairments of assets

Management reviews the carrying amounts of assets at the
end of each reporting period to determine whether there is
any objective evidence of impairment. When an indication
of impairment is identified, the asset’s recoverable amount is
estimated. The recoverable amount of an asset is the greater
of its net selling price and value in use. In assessing value in
use, management prepares discounted future cash flows to
assess the differences between the carrying amount and value
in use and provides for impairment losses. Any change in the
assumptions adopted in the cash flow forecasts would increase
or decrease the provision for impairment losses and affect the
Group's profit or loss and net assets value.

Goodwill is tested for impairment at least annually even if there
has no indication of impairment.

Impairment losses for bad and doubtful receivables are assessed
and provided based on the management’s regular review of
ageing analysis and evaluation of collectability. A considerable
level of judgement is exercised by management when assessing
the credit worthiness and past collection history of each
individual customer. An increase or decrease in the above
impairment losses would affect the Group’s profit or loss and
net assets value.
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31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

3. Significant accounting judgments and
estimates (continued)

Estimation uncertainty (continued)

(0)

(d)

Impairment of prepayments to suppliers and provision for
onerous contracts

The Group makes non-cancellable advance payments to
raw material suppliers under purchase agreements which
are to be offset against future purchases. In the event when
the economic benefits expected to be received under these
purchase agreements are less than the unavoidable costs of
meeting the contractual obligations; or the financial conditions
of suppliers deteriorate, management will consider whether
such advance payments to suppliers are impaired and make
necessary provision for the present obligations under the
agreements. The Group does not require collateral or other
security against its prepayments to suppliers. Management
performs ongoing evaluations of impairment of prepayments
to suppliers and provisions for commitments that may become
onerous due to a change of market conditions and the financial
conditions of its suppliers. The evaluations take into account
the projected revenue, related expenses and other costs.
When the prepayments are not likely to be settled as expected,
the Group will make necessary provisions for the present
obligations under the agreements. Meanwhile, provision for
onerous contract will also be made when the unavoidable costs
of meeting the obligations under the purchase agreements
exceed the economic benefits expected to be received under it.
An increase or decrease in the above provisions would affect
the Group's profit or loss and net assets value. Further details
of the provision for impairment of prepayments to suppliers
and the provision for inventory purchase commitment are given
in note 18 and note 32 to the financial statements respectively.

Write-down of inventories

Net realisable value of inventories is the estimated selling price
in the ordinary course of business, less estimated costs to
completion and selling expenses. These estimates are based on
the current market condition and the historical experience of
manufacturing and selling products of similar nature. It could
change significantly as a result of changes in technique and
competitors’ actions in response to adverse industry cycles.
Management reassesses these estimates at the end of each
reporting period. As at 31 December 2016, the Group provided
for write-down of inventories amounting to RMB19,484,000
(2015: RMB18,659,000).
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—R"FEtZA=t+—H

(BEEEBEN  UARKETIE)

3. Significant accounting judgments and
estimates (continued)

Estimation uncertainty (continued)

(e)

Income taxes

The Group is subject to income taxes in various jurisdictions.
Significant judgement is required in determining the provision
for income taxes. There are transactions during the ordinary
course of business, for which calculation of the ultimate tax
determination is uncertain. Where the final tax outcome is
different from the amounts that were initially recorded, such
differences would affect profit or loss in future years.

Recognition of deferred tax assets, which related to tax
losses and deductible temporary differences, depends on
management’s expectation of future taxable profits that will
be available against which the tax losses or the asset can
be utilised. The outcome of their actual utilisation may be
different.

The carrying value of deferred tax assets relating to recognised
tax losses and deductible temporary differences at 31
December 2016 was RMB19,516,000 (2015: RMB23,515,000).
Further details are disclosed in note 30 to the financial
statements.

Provision for warranties

The Group provides warranties for its photovoltaic modules
for up to 25 years after sales have taken place. Due to limited
warranty claims history, management estimates warranty
based on the Group’s historical cost data, industry data and
an assessment of the Group’s competitors’ history of warranty
claims. The warranty obligation of the Group will be affected
not only by the product failure rates, but also by costs incurred
to repair or replace failed products. If the actual product
failure rates and the costs of replacement or repairing of failed
products differ from the estimates, the Group will need to
prospectively revise the provision for warranties which would
affect profit or loss in future years. Further details of the
Group's provision for warranties are given in note 32 to the
financial statements.

114 SOLARGIGA ENERGY HOLDINGS LIMITED [&HEERIZRBRA T

3. EREFHASTTRHEE »)

TEARAR = b5 ()

(e)

PSR
AEBEHNZEREERNASH - BE
PRSI MEHE ERE XA - RBEEBHB
B AR EEHIEREETE - WK
BMAGREYFCHENEETR - AHEERE
B ERRFENEE

RRAMBAE AR TNHE S EE R
BOEA B T IR B R 0 F 14 7 A7 FE R B
NBTBABEGAREE - AERBAL
AELEFTA -

RZZTZ—RFT+ZA=+—HBEBDERH
EEBEERANH YR EENECHEEEN
BREEAARK19,516,000( =T —H4F :
AR#23,515,0007T) © #—HFHER ISR
K30 -

RABE
R B B B DR AR M R R 25 F 0 B 1
R - MIBEE S HRRARE - FILE
AR B S PR B+ EAVBUR R AR

5 5 T B R AR (TR A
Ao AREORARETEREERNEL

RXYE RAHeXGEeRBERNRAREER
PSR ARE - WMERERIEL X R ER

R EHRBEERNKAEGHEER
AEBEBBRRRERET BT ERREE
BaERBEE AESERBERENE—Y
FIEHR M BIRAME32 -



Notes to Consolidated Financial Statements Bf #& 3R R MY 5

(Expressed in Renminbi unless otherwise indicated)

Operating segment information

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 resources allocation and performance assessment, the
Group has identified four reportable segments: (i) the manufacturing
of, trading of, and provision of processing services for polysilicon
and monocrystalline and multicrystalline silicon solar ingots/wafers
("Segment A"); (i) the manufacturing and trading of photovoltaic
modules (“Segment B"); (iii) the manufacturing and trading of
monocrystalline silicon solar cells (“Segment C"); and (iv) the
construction and operating of photovoltaic power plants (“Segment
D"). No operating segments have been aggregated to form these
reportable segments. Comparative figures have been provided on a
basis consistent with the current year’s segment analysis. Revenue,
costs and expenses are allocated to those reportable segments with
reference to sales generated by those segments and the costs and
expenses incurred by those segments.

(@) Segment results, assets and liabilities

For the purpose of assessing segment performance and
allocating resources between segments, the Group’s most
senior executive management monitors the results, assets and
liabilities attributable to each reportable segment on the basis as
they are presented in the Group’s financial statements.

Intersegment sales and transfers are transacted with reference
to the selling prices used for sales made to third parties at the
then prevailing market prices.
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

4. Operating segment information (continued) 4, LEFEIER )

(@) Segment results, assets and liabilities (continued) (@ PEELE - EERBE®R
Information regarding the Group’s reportable segments as HE-Z—R"FER-FT—AF+-A=+—
provided to the Group’s most senior executive management for HitFERAAEERaRITHRERASRMK
the years ended 31 December 2016 and 2015 is set out below: A EARSE R RE S BHERFIIAT ¢

Segment A Segment B Segment C Segment D Total
AHA 248 b o g} &5t

2016 2015 2016 2015 2016 2015 2016 2015 2016 2015
- et -7 EeEnitdl —T-F EeESEtl —E-)F EeESStal —3-F [EmERit
RMB'000 RMB'000 [0V RMB'000  lYLVl] RMB'000 RMB'000 RMB'000  lLgVl] RMB'000
ARETT DNESPM ARETT PNZEvM ARETT BNSERTE A RETr RSN T RS

Revenue from external customers  RESMREFE)

g 652,487 514706 2,230,621 2,029,513 11,424 231,039 66,444 124292 3,020,976 2,899,550
Intersegment revenue EEhE 351,377 489,985 323,749 151,603 886,545 803,928 1310 4194 1,562,981 1449710

Reportable segment revenue AREANMYE 1003864 1004691 2554370 2,181,116 957,969 1,034,967 67,754 128486 4,583,957 4,349,260

Reportable segment (loss)/profit B35
(B8)/7% (236,863) (54,806) 14,652 56,995 8,049 24,438 (13,244) (10,186)  (227,406) 16,441

Reportable segment assets REHHEE 2,250,710 2,765,716 832,3% 875,852 790,248 651,655 401,194 419544 4274548 4,712,767

Reportable segment liabilities ~ ATREAHEE 1,770,469 1,927,495 951,218 997,789 415,056 340,066 259,117 284554 3395860 3,549,904

Other segment information: EAEES -
Interest income from bank EHITERNAE

deposits WA 740 1513 4,425 11,180 646 10,033 15 8 5,826 22,734
Finance costs RERA (51,615) (54,781) (35,860) (34,295) (15,960) (15,893) (13,667) (15,015)  (117,02) (119,984
Depreciation and amortisation ~ 47E [ &4 (157,920)  (147,975) (19,668) (11,567) (35,069) (34,848) (11,118) (10,961) (223,775  (205351)
Share of profits less losses of ~ FE(SBEEREFIE

associates BB (18,573) (13,093) - - - - - - (18,573) (13,093)
Impairment losses on trade and B E BEF R

other receivables Bt RUE

FEEANR  (35273) - (994) - (350) - = - (36617) -

Write-down of inventories HEHH (825) (9711) - - - - - - (825) (9711)
Capital expenditure* ERRx 42,790 59,890 79,081 11,924 11,537 22,747 21,672 1,99 155,080 96,551
Investments in associates BEARMEE 41,148 59,721 - - - - - - 41,148 59,721
* Capital expenditure consists of additions to property, plant and * BRI BERBYE  BERREBUARETEE -

equipment and intangible assets.
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

4. Operating segment information (continued) 4. KEDEER )

(b) Geographic information (b) Hol@ER
Substantially all of the Group’s property, plant and equipment, REBYE  BFERZE  HEENKE
lease prepayments, goodwill, intangible assets and interests in e mEEERREE AR ERLA
associates are located or operated in the PRC. The following Bl AP B o TRIZFMEHSHAER
table sets out information about the Group’s revenue from REINARE PG RIERE BN RENE
external customers and the Group’s non-current prepayments o BEFIEHIARZ N E RSIR MRS &M
by geographical location. The geographical location of a ELRIRYE -

customer is based on the location to which the goods were
delivered or the services were provided.

(i)  Revenue from external customers () REINARFHE

2016 2015
—E—RE —T—hF
RMB’000 RMB’'000
ARET T AREEF T
Mainland China e NS 1,451,226 912,646
Export sales HAHE

—Japan —H A 1,386,488 1,775,295
— Taiwan — B 95,316 73,803
— Other Asian Regions — Hfh go M M & 80,826 124,063

— Europe — B 6,151
— America —£H 969 13,743
Sub-total Net 1,569,750 1,986,904
Total 5T 3,020,976 2,899,550
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31 December 2016 R=-T—X~F+-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

4. Operating segment information (continued) 4, REFEER )
(b) Geographic information (continued) (b) o= EEH(E)
(i) Non-current prepayments (i) FEmMENTE B
2016 2015
—E—RE —ZE—RF
RMB’000 RMB’000
AR%TR ARBFT
Mainland China A B K e 33,626 54,784
Overseas I
— Taiwan =Y 57,740 75,167
Sub-total /NE 57,740 75,167
Total 45 91,366 129,951
(¢) Information about major customers O FEEFPHER
For the year ended 31 December 2016, revenue from major HEZ-—RFTA=+—HILFE X
customers, each of whom amounted to 10% or more of the BXrEZRFPHKE  SHEAEELKZE10%
Group's total revenue, is set out below: A BT
2016 2015
—EAF i
RMB’000 RMB’000
AR%TR ARBTFT
Customer A ZEA
— From Segment A —REDELA 15,179 -
— From Segment B — BN % 1,207,645 632,769
— From Segment C — KRB 5 Ep 14 15
Customer B =FB
— From Segment B —REDEB - 35,615
— From Segment C —REDEC 392,062 300,366
Customer C ®PC
— From Segment A —REDEBA 99,510 *
— From Segment B —REHEB 237,524 *
* The revenue from this customer was less than 10% of the total * RELEFPHRE DR ERER10% -
revenue.
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

Revenue 5. Wz
The principal activities of the Group are the manufacturing, AEBFEXBRAZREARAGRERRE &
trading and provision of processing services for polysilicon and B/ AR BEERREESGEARKGEE
monocrystalline and multicrystalline silicon solar ingots/wafers, S SRR IR - BiEREBEAGRE
the manufacturing and trading of monocrystalline silicon solar B R S R AR R R A S IR o
cells, the manufacturing and trading of photovoltaic modules, the
construction and operating of photovoltaic power plants.
Revenue represents the sales value of goods and electricity supplied Wt ETREPEYMRENNEEECRIEET
to customers less value added tax or other sales taxes and trade SEAHEEN R E ST A RREINTREHRE
discounts and income from the provision of processing services. The WA - FNERHSHEAMALEROSIELOT ¢
amount of each significant category of revenue recognised during
the year is as follows:
2016 2015
—E-RF —ZT—AfF
RMB’000 RMB’000
ARBTR ARBFT
Sales of polysilicon and monocrystalline and HEZRERKGEBER R
multicrystalline silicon solar ingots/wafers Z@iEE ER 450,113 401,264
Sales of monocrystalline silicon solar cells HE KNG EmEEM 71,424 214,230
Sales of photovoltaic modules SHE YR 1,993,097 1,951,908
Construction and operating of photovoltaic 2 R A KRB
power plants 66,444 124,292
Rendering of services RAUERTE 439,898 207,856
3,020,976 2,899,550
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

6. Other income and gains, net

6. HttW AR - FHE

2016 2015
b 2 PAY:S —T—hF
RMB’000 RMB’000
AR%TR ARBFIT
Other income Ht A
Government grants (note 31) AL (B EE31) 20,913 22,530
Interest income from bank deposits RITFIRAIF B YA 5,826 22,734
Investment income from available-for-sale AEHERENIRE WA
investment 6,205 -
Gain on disposal of a subsidiary (note 37) S — KT 2 Rl e Ues (Fii7E37) 220 -
33,164 45,264
Other (losses)/gains, net Hit(&18), W 38
Net foreign exchange (loss)/gain HNEE (E518) WS 358 (9,823) 2,725
Net (loss)/gain on disposal of property, HEYE  HENREBEUAR
plant and equipment and land lease TR E TR B (E518),
prepayments (note) W 8 (=) (27,219) 100,242
Losses from sales of other materials SHE E AR BB (40,925) (10,595)
Others HAith (1,788) 3,605
(79,755) 95,977
Note: BT

During the year ended 31 December 2015, the Group disposed of the land
use right at Jinzhou City together with the factory premise and ancillary
structures established thereon (the “Land”) with net carrying value of
RMB43,783,000 to Jinzhou Land Reserve Center (the “Buyer”) at a cash
consideration of RMB182,620,000. The Group incurred a relocation cost of
RMB33,594,000 and passed the vacant possession of the Land to the Buyer
during the year ended 31 December 2015. This disposal resulted in a gain
on disposal of property, plant and equipment and land lease prepayments
of RMB105,243,000 recognised during the year ended 31 December 2015.
During the year ended 31 December 2016, no such significant disposal was
incurred.
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7. (Loss)/profit before tax

The Group's (loss)/profit before tax is arrived at after charging/

Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

7. BRBiAT(EIR), FIE
ARER B (BHIE), TIPSR GHA) -

(crediting):
2015
—T—RF
RMB’000 RMB’000
AR®T T AREFIT
(a) Staff costs* (including directors’ and chief executive’s remuneration (note 9))
(@) BIRA(BIEEEREIEITHABEHIMEIF))
Salaries, wages and other benefits e TERAMER 169,263 154,848
Contributions to retirement schemes BRIRFTEIE IR 25,640 26,275
194,903 181,123
2016 2015
—E—KE —ZT—RF
RMB’000 RMB’000
AR¥TR AREFIT
(b) Auditor’s remuneration
(b) FZEEDEN G
Audit services RS 2,790 2,110
Tax services SRR 50 67
Other services E b AR 7% 225 100
3,065 2,277
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated)

7. (Loss)/profit before tax (continued)

(BRABEEBEIN

AAREETIE)

7. BRBiAI(ER) FEew

2016 2015
—E—RE —Z—RF
RMB’000 RMB’000
ARETR ARETT
(c) Other items
(0 HAbIEE
Amortisation of lease prepayments TS TR FIEE (M 17)

(note 17) 4,409 4,038
Depreciation* (note 14) IrE(FizE14) 219,366 201,313
Provision for warranties* (note 32) R (FRE32) 22,306 20,321
Operating lease charges — properties MEHES - 1,290 1,240
Research and development costs 5 R SRR 143,823 68,510
Impairment losses on trade and other JEUE 5 8RR B FE W R IB R E

receivables BRBEHR 36,617 -
Net loss/(gain) on disposal of property, HEDE BERREARTHHEE

plant and equipment and land lease TN RIBREE, (W) FE

prepayments 27,219 (100,242)
Cost of inventories sold# (note 21(b)) BEEFERA(MEE21(b) 2,360,477 2,403,240
Cost of service rendered? B IR AR TS AR A 331,422 253,772

# Cost of inventories sold and cost of services rendered include, in # BE-Z—R"F+-A=+—HILFENEERFE

aggregate, RMB376,519,000 (2015: RMB343,053,000) for the year
ended 31 December 2016, relating to staff costs, depreciation and
provision for warranties which amounts are also included in the
respective total amounts disclosed separately above or in note 7(a) for
each of these types of expenses.

RARBREREKARIEFBEIRAE TER
RABES L ARK376,519,000 (=T —HEF :
ARHE343,053,0007T) © BN ARZE S
B AR £ T 7(a) 5 B R 0 = (BRI AR

8. Finance costs 8. WEMZX
2016 2015
—g-AE —z-n%
RMB’000 RMB’000
AR®T T AREFT
Interests on bank and other loans wholly ARAFAZEEBNRITR
repayable within five years Hth & 5FS 116,532 124,561
Interests on finance leases BEMERNE 570 -
Total interest expenses on financial liabilities not  JERAFEREREIIERAEEERN
at fair value through profit or loss M EFX B 117,102 124,561
Less: interest expenses capitalised into W ERIRENMEF B
construction in progress* = 4,577
117,102 119,984

* There was no interest expense capitalised for the year ended 31
December 2016. The borrowing costs were capitalised at rates of 6.81%

to 7.49% for the year ended 31 December 2015.
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

Directors’ and chief executive’s 9. EERESITHRAEMSE
remuneration

Directors' and chief executive’s remuneration for the year, disclosed
pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of
the Hong Kong Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors) Regulation, is

RIE E TR AR EE L REBIFE383(1)@) ~ (b) - ()
ROBEAR AR (REERENZER) RPIE28A
FTRENFRNEERESTHRAENMSMT

as follows:

2016 2015
—E—RE —ZT—RF
RMB’000 RMB’000
AR®T T ARETF T
Fees Faken 336

Other emoluments: HEE
Salaries, allowances and benefits in kind e 2 REYFIZR 449 3,345
Retirement scheme contributions IRURETBIMERR 68 91
517 3,436
3,467 3,772

salaries,
allowances Retirement
and benefits scheme

in kind contributions
EXEHe
=114 BIRGHE
ok BEYFlz K #st
RMB’000 RMB’000 RMB'000 RMB'000
AR%TR ARBT T AR®T AR®T R

Executive directors HITES

Tan Wenhua (i) BIE() 1,014 115 14 1,143
Tan Xin (chief executive) (ii) BE(TTBEE ) 513 105 28 646
Wang Chunwei IER 497 229 22 748
Non-executive directors FHTES

Hsu You Yuan (iii) SRR A 617 - 4 621
Independent non-executive directors BIFHTES

Wong Wing Kuen, Albert FoxiE 103 - - 103
Fu Shuangye KRS 103 - - 103
Zhang Chun ik 103 - - 103
Total @t 2,950 449 68 3,467
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

9. Directors’ and chief executive’s
remuneration (continued)

9. EERERSITHAEME W

2015
—T-RE
Basic
salaries,
allowances Retirement
and benefits scheme
Fees inkind  contributions Total
EXFe
EER ERETE
we EWRIE R st
RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARETR AR¥ETT ARETTT

Executive directors HITES

Tan Wenhua (Chief Executive Officer) BXE(TTHER) - 1,183 18 1,201
Hsu You Yuan By - 1,105 14 1,119
Tan Xin s - 450 32 482
Wang Chunwei TER - 607 27 634
Independent non-executive directors BV EHTES

Wong Wing Kuen, Albert FokiE 96 - - 96
Fu Shuangye NEL 96 - - 96
Lin Wen (iv) R (v) 48 - - 48
Zhang Chun B 96 - - 96
Total @t 336 3,345 91 3,772
Notes: R

(i) Mr. Tan Wenhua resigned as chief executive of the Company with
effect from 6 October 2016.

(i) Mr. Tan Xin was appointed as chief executive of the Company with
effect from 6 October 2016.

(iii)  Mr. Hsu You Yuan resigned as executive director and was appointed as
non-executive director of the Company with effect from 29 June 2016.

(iv)  Mr. Lin Wen retired as independent non-executive director with effect
from 29 June 2015.

There was no arrangement under which a director or the chief

executive waived or agreed to waive any remuneration during the
year.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

10. Five highest paid employees 10. EEEaFMES
The five highest paid employees during the year included four (2015: FARERERFMNEERENE(ZE—RF : =
three) directors including the chief executive whose remuneration BEZ(BREZSTHRALR) @ HEOHMNAME
are disclosed in note 9. The aggregate of the remuneration in ORFE - R T —H(ZZE—HF : MB)WIFARQF]
respect of the remaining one (2015: two) highest paid employee EEdmaTHAENZETHIESNEMEzEN
who is neither a director nor chief executive of the Company is as N
follows:

2015
—T—hF
RMB’000 RMB’000
AR¥T T ARBFIT
Basic salaries, allowances and benefits in kind EAHE 2R REDAZ 1,079
Retirement scheme contributions RIRET B 29
630 1,108
The remuneration of the remaining one (2015: two) highest paid BT—R(ZE—AF  MB)RaHEENHTH
employee is within the following band: BLATAER
2016 2015
—E—KE —ZT—RF
Number of Number of
individuals individuals
AE AEL
Nil to HK$1,000,000 Z 21,000,000/ 7T 1 2
11. Income tax 1. 8%t
(@) Income tax in the consolidated statement of profit or loss () HABRRAEHRE
represents:
2016 2015
B AF —z-a%
RMB’000 RMB’000
ARET T ARETT
Current tax — the PRC BNERFL I —
Provision for the year FEEE 13,442 9,508
Under-provision in respect of prior years BATERETR 5 386
13,447 9,894
Deferred tax (note 30) IR A (KT 5E30) 3,995 (6,864)
Income tax expense for the year FEASHEY 17,442 3,030
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31 December 2016 R=ZT—XF+=A=+—H
(Expressed in Renminbi unless otherwise indicated)

11. Income tax (continued)
(b)

profit before tax at the statutory rates for the countries (or
jurisdictions) in which the Company and the majority of its
subsidiaries are domiciled to the tax expense at the effective

tax rates, is as follows:

(BRABEEBEIN

A reconciliation of the tax expense applicable to (loss)/

AAREETIE)

11.
(b)

Fris®ioe
RAERD
AR AT B AT E AR BE AT (B58),
FEBERY - RREER
BRI

A HEECA R M R RE MBS (3

G H A

2016 2015
—E—XE —ZT—RF
RMB’000 RMB’000
ARETR ARETF T
(Loss)/profit before taxation BE R (E18),/FHE (209,964) 19,471
Tax at the statutory tax rate R ER R ENFIE (52,491) 4,868
Tax effect of non-deductible expenses AR B E 3,601 3,100
Effect of tax rates differential (note())) TR R Z () 1,015 (2,174)
Effect of tax concessions obtained (note(ii)) PR 1@ HE 522 (M E5Gi)) 10,463 10,578
Tax effect of unused tax losses and HARERORB AR IEEE R
temporary differences not recognised HREENTRIEE 58,674 26,710
Utilisation of unused tax loss and B) B FE MR R
temporary differences not recognised AYBHIBEEEL TR EEE
in previous years (3,825) (40,438)
Under-provision in respect of prior years BEFERETE 5 386
Tax charge at the Group effective rate BAEBERRERAEOTIAERL 17,442 3,030

Notes:

FaE
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Hong Kong profits tax is calculated at 16.5% (2015: 16.5%) of
the estimated assessable profits of the Company’s subsidiaries
incorporated in Hong Kong during the year. No provision
for Hong Kong profits tax has been made as the subsidiaries
incorporated in Hong Kong either did not have any assessable
profits subject to Hong Kong profits tax or had accumulated
tax losses brought forward from previous years to offset the
assessable profits for the year.

The Company and its subsidiaries incorporated in the Cayman
Islands and the British Virgin Islands are not subject to any income
tax pursuant to the local rules and regulations of their respective
countries of incorporation.

The statutory tax rate applicable to the Company’s subsidiary
incorporated in Germany is 15% for the year ended 31 December
2016 (2015: 15%). No provision for the German income tax has
been made as the subsidiary incorporated in Germany did not
have any taxable profits for the year ended 31 December 2016
(2015: Nil).

RERERAT

() FREBFNEFILAQRRESZEM K
M AR EETERTAEAN165% (=%
—AF 1 16.5%)atE - ARBEBEMAZH
Bt 88 7 ) Il 45 £ ] FE 430 A 2 8 R4S T A B AR
A SR E AR Rt R B R 1B T K 8
FRREREBFE - Y EIERBBFEHB
1% °

AARRARHERSREBELEBIM
FRIZEOP B A RIAR IR EL & B i AR LB R HY
BRI ARG BABMERFTEH -

HEZZ—XR"F+_A=1+—BLEEFE &
@ﬂﬁéfﬁl?%ﬁk_mﬁﬁ% R A REE
HREBIS%(ZZF—AF  15%)  HRZME
FEEAEFMACAMNBARIREE_E—X
F+-A=tBHLFELETMERF
B M EELEEREREE(ZE—R
Ffm)o




Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated)

11. Income tax (continued)
(b) (continued)

Notes: (continued)

(ii)

The statutory tax rate applicable to the Company’s subsidiary
incorporated in Ghana is 35% for the year ended 31 December
2016 (2015: 35%). No provision for the Ghana income tax has
been made as the subsidiary incorporated in Ghana did not have
any taxable profits for the year ended 31 December 2016 (2015:
Nil).

The income tax rate of the Company’s PRC subsidiaries is 25%
except for the subsidiaries mentioned below:

Jinzhou Yangguang Energy Co., Ltd. (“Yangguang”) has been
accredited as “High and New Technology Enterprise” by the
relevant government authority in 2012 for a term of three years,
and has been registered with the local tax authority to be eligible
to a reduced income tax rate of 15%. Yangguang has renewed
the “High and New Technology” certificate in 2015 effective for
the three years from 2015 to 2017. Accordingly, Yangguang was
entitled the 15% income tax rate for 2016 and 2015.

Jinzhou Huachang Photovoltaic Technology Ltd (“Jinzhou
Huachang”) has been accredited as “High and New Technology
Enterprise” by the relevant government authority in 2014 for a
term of three years, and has been registered with the local tax
authority to be eligible to a reduced income tax rate of 15%.
Accordingly, Jinzhou Huachang was entitled the 15% income tax
rate for 2016 and 2015.

Golmud Solargiga Energy Electric Power Co., Ltd. (“Golmud"”)
was entitled to a tax holiday of a 3-year full exemption followed
by a 3-year 50% reduction income tax rate commencing from
1 January 2011. Accordingly, Golmud was entitled the 7.5%
income tax rate for 2016 and 2015.

Solargiga Energy (Qinghai) Co., Ltd. (“Qinghai”) has been
accredited as “High and New Technology Enterprise” by the
relevant government authority in 2016 for a term of three years,
and has been registered with the local tax authority to be eligible
for a reduced income tax rate of 15%. Accordingly, Qinghai was
entitled the 15% income tax rate for 2016.

Jinzhou Jinmao Photovoltaic Technology Co., Ltd. (“Jinzhou
Jinmao"”) has been accredited as “High and New Technology
Enterprise” by the relevant government authority in 2016 for a
term of three years, and has been registered with the local tax
authority to be eligible to a reduced income tax rate of 15%.
Accordingly, Jinzhou Jinmao was entitled the 15% income tax
rate for 2016.

12. Dividends

The board does not recommend to declare a final dividend for the
year ended 31 December 2016 (2015: Nil).

(BREEREIN - UARKIIE)

1. 88w

(b) (&)

B ()

(i)

12. RE

HE-ZT—AF+-_A=+—BLEFE &
2 AVRA AN AN wE R AR S B BT /B /A )38 R RO SA ST
HERIS%(ZZF—AF : 35%) - HRZMA
EMHERKZHOMBERARREBEE -2 —X
FH+ZA=+—BLEFELETAEREF
B M EERINRNERER(ZE—HR
F M)

AARMPBENBRRAIMMEHRERA
25% -« MET LT A BRI -

WBMNERERARAR(BE DR =_F—=
FREABFERE T BRI
iz BEI=F  WEREMHBEHEESRT
FABRRIRIS%OMEZHABEH - =F
—RF - BREFIESHRERIFES - AR
AB=F BZEZ-AFRE-T—tFit-
Hit - BN AR =T —RFR=ZT—AF
AR5 % FTS TR AA -

BNEESRRBRAERIR(THBMEE DR
—E-NEREARBNERE TR E
R RB=%F  YEREWHRBEERES
i HABRREIS% N EFNMAER -
At SBINEER T —RER-T—RF
FIHR15% FIASTR R

REARBIERENBRABR([EEAR]) B
—F—F-A-HRABR=ZFAEZHEHR
BRPTETR  RR=FER R ISR
o Rt BBAR_ZE-—RER-ZF—-1
FAIRT 5% PGB EREH

BreaelR(F8)ERAR(GEEE DR
Z-AFEERBNERETFISMMEL
Ff - RE=F  YEREBHRBEREE
i MRBERBIEI5% MR EHNAEH -
Hit - BAFTER ZF—RFARI5%HAG
RS G

SNSRI KT B IR AR ([ S8 8828 1) 30
T MR ABRNEBRT SRR
% s - BB=F - LEAEBEBRES
5 BRI 5% BB RN S B -
B - SRR = T — A AR 15% 15
Bisk B -

EFSTRHNBE_TAFT-A=+—AIL
FEERABRE(CE—RF ) -
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated)

(BEEEBEN  UARKETIE)

13 (LOSS)/EARNINGS PER SHARE ATTRIBUTABLE 13. AR B ZHEAEL SR (FH

TO EQUITY HOLDERS OF THE COMPANY 8), BF
(a) Basic (loss)/earnings per share (@) BREAR(EE)BF
The calculation of basic (loss)/earnings per share is based on the BRER(ER) /BRI IRERAR LR

R B ARG EE AR 239,149,000
T(ZE—HRF : F)HAR15653,000
TL)ARFRARNRRC T E B MNETF
¥ B $03,211,780,566 i ( — & — F 4F
3,211,780,566/% )5t & o

loss attributable to the ordinary equity holders of the Company
of RMB239,149,000 (2015: profit of RMB15,653,000) and the
weighted average of 3,211,780,566 (2015: 3,211,780,566)
ordinary shares of the Company in issue during the year.

BREE(EE) BT

REBEEZZT—R"FERZTE—RAF+=A
Zt+—BUEFE AEETEEEHEENC
BTEER  AETEHEE-_Z—RFK

(b) Diluted (loss)/earnings per share (b)

No adjustment has been made to the basic (loss)/earnings per
share amounts presented for the years ended 31 December
2016 and 2015 in respect of a dilution as the Group had no
dilutive potential ordinary shares in issue during the years

TE-RFT A=+ -HIEFEZINE

ended 31 December 2016 and 2015.

REAR(ER), BAFEELEERE -

14. Property, plant and equipment 14. Y% - BENRKE
Plant,
machinery
Construction and Motor Furniture
in progress Buildings  equipment vehicles  and fittings Total
BE - HE FAR
HEIR BT k#t RE EEHE #ct
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTR ARBTR ARBTR ARBTR ARBTR
Cost: R
At 1 January 2016 RZZ-"F-A-H 43,829 458,184 2,143,429 24,050 23,796 2,693,288
Exchange adjustments A% - - - - 17 17
Additions RE 117,804 8,255 20,569 2,210 1,923 150,821
Disposals HE (413) - (65,763) - (2,799) (68,975)
Disposal of a subsidiary LE-BHEAR (2,791) - - - - (2,791)
Transfer B 59,476 298 (60,220) 215 231 -
At 31 December 2016 RZE—7E+-A=+—H 217,905 466,737 2,038,015 26,535 23,168 2,772,360
Accumulated depreciation and ZHTERAESE
impairment losses:
At 1 January 2016 RZZ—"¥-A-H - (73,169) (783,102) (20,080) (20,806) (897,157)
Exchange adjustments (AR - - - - (19) (19)
Depreciation for the year FENE - (12,891) (203,697) (793) (1,985) (219,366)
Written back on disposals HERER - - 37,786 - 2,117 40,503
Transfer Ei2 (70,370) - 70,370 - - -
At 31 December 2016 RIZ-RETZA=1-H (70,370) (86,060) (878,643) (20,873) (20,093)  (1,076,039)
Net ook value: RERE
At 31 December 2016 R-B—RE+-R=+-H 147,535 380,677 1,159,372 5,662 3,075 1,696,321
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31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

14. Property, plant and equipment (continued)

Construction
in progress

R
RMB'000

14.

Buildings

&

RMB'000

ARETRE  ARETR

e~ BERREE
Plant,
machinery
and Motor Fumniture
equipment vehicles and fittings Total
BiE - e FER
e A8 EERE &3t
RMB'000 RMB'000 RMB'000 RMB'000

ARETR  ARETT  ARETRT  ARETR

Cost: A
At 1 January 2015 RZZ-HF—F—-H 258,179 404,356 2,203,264 23,831 22,857 2,912,487
Exchange adjustments fEH A% - - - - 162 162
Additions NE 69,263 16,269 9,234 968 817 96,551
Disposals HE (67,181) (52,224) (195,718) (749) (40) (315,912)
Transfer ELF:3 (216,432) 89,783 126,649 - - -
At 31 December 2015 RZE-RE+ZA=1—H 43,829 458,184 2,143,429 24,050 23,796 2,693,288
Accumulated depreciation and RIHTEREEESE

impairment losses:
At 1 January 2015 RZE-RE-A—H (67,181) (60,833) (777,750) (18,919) (19,028) (943,711)
Exchange adjustments BB % - - - - 123 123
Depreciation for the year FENE - (16,482) (181,637) (1,263) (1,931) (201,313)
Written back on disposals HERED 67,181 4,146 176,285 102 30 247,744
At 31 December 2015 WZE-RFE+-A=1—H - (73,169) (783,102) (20,080) (20,806) (897,157)
Net book value: SRERE
At 31 December 2015 RZE-RE+-A=1—H 43,829 385,015 1,360,327 3,970 2,990 1,796,131

The net carrying amounts of the Group’s fixed assets held under
finance leases included in the total amounts of property, plant and
equipment (note 33) at 31 December 2016 were RMB 14,896,000
(2015: Nil).

As at 31 December 2016, certain of the Group’s interest-bearing
bank borrowings were secured by certain of the Group's property,
plant and equipment (note 27), which had an aggregate net book
value of RMB596,885,000 (31 December 2015: RMB593,254,000).

R-ZE—RF+-—A=+—8 FAVE BEE
SEEENAEEREREATHESBENETEEY
BRELFE A ARE14,896,0007T( —E—F4F : ##)
(MF5E33) »

RZE—ARF+ZA=+—8 AEEH T
BROIBEDUASHEE@FELREARK
596,885,000 (=T —RAF+—A=+—H : AR
#593,254,0007T) 89& T2 « BB KR 1EHE R
(Mf5E27) »
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated)

(BEEEBEN  UARKETIE)

14. Property, plant and equipment (continued)

Substantially all of the Group’s property, plant and equipment is
located in Mainland China.

The Group has yet to obtain property ownership certificates for
certain buildings included in property, plant and equipment with an
aggregate net book value of RMB283,321,000 as at 31 December
2016 (31 December 2015: RMB285,045,000). Notwithstanding this,
the directors are of the opinion that the Group owned the beneficial
title to these buildings as at 31 December 2016.

Property, plant and equipment leased out under operating
leases

The Group leases out a limited portion of land and buildings under
operating leases. The leases typically run for a period of five years,
with an option to renew the leases upon expiry at which time all
terms are renegotiated. None of the leases includes contingent
rentals.

The Group's total future minimum lease payments under non-
cancellable operating leases are receivable as follows:

14.

ME -~ BERRE®
AEEBADBAWE  BERSEHLRTEA
Ig*i:o

AEBEAESETHADE BERIENEF
WEEMEHEE R-_T—XRF+-A=+—8"
ZEEFHREEFELE A ARKN283,321,0000T
(ZZ—RF+=A=+—8 " ARK¥285,045,000

JC) o A BFERR - ARBER T -AF+=
A=t—RBARSEFTOEREE -
REL2HEEEANYE  BELERE

FEBBRBEEHELAS MO LI REF - %
SHE-RAPRF  TRERNEESEEHEE
B GRREREERSEMER - 2SHEX TR
HAHE -

AEERBEIAEBEEEHEREHARRZEES
TREERINTE

2016 2015

—E—RE —Z—RF

RMB’'000 RMB’000

AR¥TR ARETT

Within 1 year —FR 117 117
After 1 year but within 5 years —FRERAFA 68 185
185 302
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

15. Intangible assets

5. BL&EE

Customer Customer
relationships contracts Patents Total
BEFREF EFER - e
RMB’000 RMB’000 RMB'000 RMB’000
AR¥T T AR¥T T AR¥TT AR¥TT
Cost: A
At 1 January and 31 December 2016 RZZE—R"F-A—BK
+=A=+—H8 185,230 2,411 67,228 254,869
Accumulated amortisation and R B RAEEE
impairment losses:
At 1 January and 31 December 2016 RZZE-—RE-A—BRk
+=-fF=+—H (185,230) (2,411) (67,228) (254,869)
Net book value: REFE !
At 31 December 2016 RZZT—REF
—A=+— - - - -
Customer Customer
relationships contracts Patents Total
EFBR BEPAEH =7 HE
RMB'000 RMB'000 RMB'000 RMB’'000
ARBTFT ARBFT AREFT AREFT
Cost: A
At 1 January and 31 December 2015 RZE—RF—F—Bk
+=A=+—A8 185,230 2,411 67,228 254,869
Accumulated amortisation and R B RAEEE
impairment losses:
At 1 January and 31 December 2015 RZZE-HF-A—HK
+-A=1+—H (185,230) (2,411) (67,228) (254,869)
Net book value: REFE !
At 31 December 2015 RZE—RF
+=A=+-A - - - -

The intangible assets were fully impaired during the year ended 31

December 2012.
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

16. Goodwill 16. &
2016 2015
—E—XE —ET-1F
RMB’000 RMB’000
ARETR AREBFT
Cost: AR :
At 1 January and 31 December R—A—BEt+t-A=+—H 208,237 208,237
Accumulated impairment losses: ZiHEERSE
At 1 January and 31 December R—A—BE+=-—A=+—H (208,237) (208,237)
Carrying amount: BREE :
At 31 December B+=ZA=+—AH = -
The goodwill was fully impaired during the year ended 31 December BEERHE_S——F+_A=1T—HLFESL
2012. BURE -
17. Land lease prepayments 17. T HBEERNAFIE
2016 2015
—EB—XRE —Z-hF
RMB’'000 RMB’000
AR%T R ARETT
Cost: AR :
At 1 January »w—H—H 137,194 153,894
Additions NE 4,259 -
Disposals HeE - (16,700)
At 31 December At+—A=+—H 141,453 137,194
Accumulated amortisation: Bty
At 1 January »—A—H (16,994) (15,293)
Amortisation for the year F B (4,409) (4,038)
Written back on disposals HERE D - 2,337
At 31 December W+—-_A=+—8H (21,403) (16,994)
Net book value: BRTERE -
At 31 December R+—A=+—8 120,050 120,200
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

(Expressed in Renminbi unless otherwise indicated)

Land lease prepayments (continued)

Lease prepayments represent the payments made on the acquisitions
of the lands held under operating leases mainly for production
plants. All the lands are located in Mainland China with a lease
period of 50 years.

As at 31 December 2016, certain of the Group's interest-bearing
bank borrowings were secured by certain of the Group's lease
prepayments (note 27), which had an aggregate net book value of
RMB50,108,000 (31 December 2015: RMB20,107,000).

Prepayments for raw materials

In order to secure a stable supply of polysilicon materials, the Group
entered into short-term and long-term contracts with certain raw
material suppliers and made advance payments to these suppliers
which are to be offset against future purchases. Prepayments for
raw materials where the Group expects to receive the raw materials
more than twelve months after the end of the reporting period are
classified as non-current assets and to receive within one year are
classified as current assets. There is no prepayment for raw materials
made to a related party as at 31 December 2016 (31 December
2015: Nil).

As at 31 December 2014, management reassessed the prepayments
for potential impairment and identified one of the suppliers,
from which the Group failed to purchase the agreed quantities
of polysilicon under the long-term supply contract, and therefore
provided a provision of RMB70,369,000.

Based on the updated assessment by management for the year
ended 31 December 2016, no further impairment or reversal of
impairment was made during the year ended 31 December 2016.
The movement in the impairment provision during the year merely
represented exchange adjustments.

Investments in associates

17.

18.

19.

31 December 2016 RA-ZT— X F+-_A=+—H
(BB EFTRHEIN - MAREIIE)

T EERSRE
MEBEMFREERKENCEHEE T HEEEE
SERERBHTHMAAELRONR - B tiiaf
R EIRRE - FHEEIAS0EF -

R-ZZE—RF+_A=+—8 KEBET:
BROBEDUAEEREFELEARE
50,108,000/t (=T —H&+=-_A=+—HB : AR
#20,107,0007T) KA EFET ROBIEHEIR (F5E27) -

E# RN IR

RARRABEZSERMEHE  AEERET
MR R LR R RESAOY RS e
R ATEMFIE - ZEREEN B EEERE -
RNEBETEHRNFEHERAZ BB+ @A EFE
BREMBNEMETENREBESBAERBEE - I
E—FABMERM BN REM BN FESBEAR
PEE -R-_T—AFT-A=+—0 HEX
PR NEM N REB(ZE—RF+ A
=t—H:8)-

R-ZZE—MF+=—A=+—A0 EEECHBENR
BR)BEREENELTE - WERRER—&H
fER - AEERERERBEESHMEREIET
HENZ &M - WEIER AR70,369,0007T4]
A -

EEHMOE  REE-_T—"F+-A=1+—H
IEEFEBEREME — PR B S R BURE - F
NREREESERENFE -

REEQRNRE

REEEFE

Share of net assets

2016 2015
S e
RMB'000 RMB'000
ARMF ARMFT
41,148 59,721
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

19. Investments in associates (continued) 19. REEE N RINRE 1)
The following list contains the particular of the associates, which are TREHEE QRS - AR LTARERS

unlisted corporate entities:

Percentage
of ownership
Place of interest
Form of establishment and Registered and attributable
Name of associate business structure  business paid-in capital  to the Group  Principal activities
i
AL R EiLEERE
BEARER EREELA 8 AR ESRER BAE IEEE
% %
Jinzhou Aoke New Incorporated The PRC/ RMB200,000,000 37  Manufacturing and
Energy Co., Ltd. (‘Aoke’) a2 Av Mainland China A& #200,000,0007C processing of
BMERB IR B R EIARE multicrystalline ingots/
BRAR(ER]) wafers
RERMIZ A
iR
Jinzhou Chengguang Incorporated The PRC/ RMB10,000,000 49 Construction of photovoltaic
New Energy Technology Atz ava Mainland China AK#10,000,00070 power plants
Co., Ltd. (“Chengguang’) B, A RE BESREY
RN ET LR EHR
ARAR(HED
All of the above associates are accounted for using the equity iR E NRHERERENGS M BHRERA
method in the consolidated financial statements. ABR ©
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

19. REEE A TR E )
FEMAATINNE AN S E e HEER
FELAGANERENEEEHEARENT :

19. Investments in associates (continued)

Summarised financial information of the material associates,

adjusted for any differences in accounting policies, and reconciled
to the carrying amounts in the consolidated financial statements, is
disclosed below:

Aoke Chengguang
2016 2015 2016 2015
—nE —T—hF —E-X —E-AfF
RMB’000 RMB'000 RMB’000 RMB'000
AR¥T T ARBFT AR¥TR ARBTFT

Gross amounts of the associates NS ]
Non-current assets EREEE 261,107 319,578 42,047 40,948
Current assets REEE 39,913 55,567 11 1,112
Current liabilities mEEE (141,915) (177,857) (32,087) (32,087)
Non-current liabilities FERBEE (58,993) (46,983) = -
Net assets BESE 100,112 150,305 9,971 9,973
Revenue g 41,720 40,817 - -
Loss for the year FEEE (50,193) (35,374) (2) (10)
Total comprehensive income il PN L (50,193) (35,374) () 10)
Reconciled to the Group's interests in HAREBPE AN A

the associates R
Gross amounts of net assets of the e DR EEFERE

associates 100,112 150,305 9,971 9,973
The Group's effective interests AEBEERER 37% 37% 49% 49%
The Group's shares of net assets of the  ZR&EEFE(REEE A A)

associates BEFE 37,041 55,613 4,886 4,887
Unrealised profits on downstream TR SR AREHEF

transactions - - (779) (779)
Carrying amounts in the consolidated RAVHIRREEREE

financial statements 37,041 55,613 4,107 4,108

20.

Other non-current assets

Other non-current assets represent the deductible input value-added
taxes (“VAT") that are not expected to be utilised within one year.
These deductible input VATs are arisen from the purchases of the
property, plant and equipment for a photovoltaic power plant,
which are eligible for deduction within the whole life of the power
plant in Mainland China.

20. HERBEE

HipIERBEEREF A SE—FAN AR

R [ ERL) -

REBE—EXRE

A A] A B KB B
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

21. Inventories 21. F&

(a) Inventories in the consolidated statement of financial (a) FREFBMRRKRMEFFTERE
position comprise:

2016 2015

—E—RE —Z—RF

RMB’'000 RMB’000

AR%TR ARBTT

Materials and supplies R L E 319,706 363,766

Finished goods BIRK G 370,527 268,063
Less: Write-down of inventories to net B FEMREERFEE

realisable value (19,484) (18,659)

670,749 613,170

(b) The analysis of the amount of inventories sold is as by EENGFESESNWAT :
follows:

2015

—E—RE —Z—RF

RMB’000 RMB’000

AR¥T T AREFIT

Carrying amount of inventories sold EEFENREHE 2,359,652 2,393,529
Write-down of inventories FEMUR 825 9,711
2,360,477 2,403,240

22. Trade and bills receivables 22. EWE ZERKRERE

2016 2015

—E-RE —T—RF

RMB’000 RMB'000

AR¥T T ARETF T

Trade receivables FEURE 5 BRN 526,041 566,277
Bills receivables e 17,117 38,472
Less: impairment T ORE (57,248) (25,813)
485,910 578,936
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22. Trade and bills receivables (continued)

The ageing analysis of trade and bills receivables (net of allowance
for doubtful debts) at the end of reporting period based on invoice
date is as follows:

22,

31 December 2016 RA-ZT— X F+-_A=+—H
(BB EFTRHEIN - MAREIIE)
ERESERIARERE®)

RS HREEER - MHEREREBROERE SR
REEBNRRZEZAHOINT

2016 2015
—E-XRE —T—hF
RMB’'000 RMB’000
AR¥T R ARETT
Within 1 month —EAR 266,672 244,847
1 to 3 months —Z==@AH 40,796 209,479
4 to 6 months rOEREA 22,913 51,004
7 to 12 months +t=+=@A 125,723 15,387
Over 1 year iR 29,806 58,219
485,910 578,936
The Group normally allows a credit period of 30-90 days to its REE MG TEFI0OE0AMEER -
customers.
The movements in the allowance for doubtful debts during the year FARKRBEZHOT :
are as follows:
2016 2015
—E—RE —T—hF
RMB’'000 RMB’000
AR¥T R ARETT
At 1 January R—A—H 25,813 24,445
Exchange adjustments PE i, A% 1,618 1,368
Impairment losses recognised (note 7) ERERRAERKL (ME7) 29,817 -
At 31 December Rt+t-—A=+—H 57,248 25,813

Included in the above provision for impairment of trade receivables
is a provision for individually impaired trade receivables of
RMB57,248,000 (2015: RMB25,813,000) with a carrying amount
before provision of RMB57,248,000 (2015: RMB25,813,000).

The individually impaired trade receivables relate to customers that
were in financial difficulties or were in default in principal payments
and none of the receivables is expected to be recovered.

LR E 5 ERFURERE R ER R EN ERE
SRR BB ARY57,248,0000t (ZE— R EF -
AR#25,813,000T) + EEERIEEEAARE
57,248,000t ( — T — A% : AR ¥ 25,813,000
TT) e

R B A JE W 22 5% B 0 S T B A 7 IR B Sl R B 1
BASHNEFPARH  RHZFRUFIEHEER
[E] o
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

22. Trade and bills receivables (continued) 22. EWEZRAREE @)
The ageing analysis of trade and bills receivables that are neither WA AE RIS H RN ARERERE 5 R RE
individually collectively considered to be impaired is as follows: HRREC D ATIAT -
2016 2015
—E-RE —Z-hF
RMB’'000 RMB'000
AR®T T ARBTT
Not past due 37 #7780 B 272,491 445,250
Less than 1 month past due AR —EA 8,677 37,749
1 to 3 months past due mE—Z=={AA 30,997 18,807
4 to 6 months past due BEAPY & <A A 88,632 23,869
7 to 12 months past due BwmEE 1+ —{@A 55,620 12,271
Over 1 year past due wEi—F LA b 29,493 40,990
485,910 578,936
As at 31 December 2016, bills receivables had been pledged as RZZBE—RFTZA=+—0H  BmRTERER
security to a bank for obtaining loans amounting to RMB4,000,000 FERARM4,000,0007CEREEERHERR(Z
(31 December 2015: for issuing bills payable to suppliers amounting T-AF+-A=+—H ' AR#24,500,0007t1E
to RMB24,500,000). RETEMHRERNSEOERRD) o
Receivables that were past due but not impaired relate to a number BHE SR AN IR R AR E 2 2 A R i
of customers that have a good track record with the Group. Based THEEDHENEFPER - BREUNTLES  ANEEE
on past experience, management believes that no impairment FWEEANE  BRBZEEARDAT2HYLE -
is necessary in respect of these balances as there has not been BRI EHERZEAERTERE - REEW &
a significant change in credit quality and the balances are still M E AT AR -

considered fully recoverable. The Group does not hold any collateral
over these balances.

23. Prepayments, deposits and other receivables 23. A IE + &R HE Mt EWRKIE

2016 2015

—E—XREF —E—FHF

RMB’000 RMB’000

AR¥T R ARBFT

Prepayments for raw materials R R TR FRIE 160,384 272,616
Deductible value-added tax Al RIS ER 229,614 259,985
Other receivables A R U IR 53,098 51,533
Less: Impairment R ORE (6,800) -
436,296 584,134
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

23. Prepayments, deposits and other receivables 23. FE{51E - &R HMBERTE )

(continued)

The movements in the allowance for other receivables during the FAHMEYRIBENBHEEEINT -
year are as follows:

2016 2015
—E-XRE —T—hF
RMB’'000 RMB’000
AR¥T R AREFT
At 1 January ®—A—H = -
Impairment losses recognised (note 7) BRI E R KL (H:E7) 6,800 -
At 31 December w+=-—A=+—8 6,800 -
Included in the above provision for impairment of other receivables ot H A FE WK IER B B E R R AR E R B
is a provision for individually impaired other receivables of JE L ZR I8 MO B 5 A R 856,800,000 (= — R F -
RMB6,800,000 (2015: Nil) with a carrying amount before provision ) - EEERREmE A AR6,800,0007T( ==
of RMB6,800,000 (2015: Nil). —hE M)
Except for those other receivables already impaired, the financial B B Ath B R E B FEUCRRIASN - LA E S R INE BRI
assets included in the above balances related to receivables for RIBEATEEY RIS & B AR B R Re B - INEEE
which there were no recent history of default and no fixed term of BRE -
repayment.
24. Available-for-sale investments 24. AIHEERE
2016 2015
—E—XRE —ZE—AF
RMB’000 RMB’000
ARBF T ARSETT
Unlisted equity investments, at fair value: JELETRARE  IHAFE :
In Mainland China B K e - 123,942
- 123,942
Available-for-sale investments was financial products purchased AHNEREARRITEENRASRER ' &
from bank with principal guaranteed and floating interests. As at 31 HEHAE -RZT—RE+_A=+—H &K
December 2016, the Group sold the available-for-sale investment. SEEHEURLEERE - At - XS5BT ENK
As such, the Group recognised an investment income on disposal MEFPBRALEATHLERENRERAARE
of an available-for-sale investment of RMB6,205,000 in its financial 6,205,0007T °
statements.
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25.

Pledged deposits

Certain of the Group's bank deposits were pledged to secure bank
loans and other banking facilities granted to the Group as follows:

25. EEMBER

RERBETROTFAREANEEERNRITER N
HAbsRITRVEEL IR - HPT

2016 2015

—E-RE —Z-hF

RMB’000 RMB’000

AR®T T ARETT

Pledged as security for bank loans EIREAIRITERNERER 321,064 439,171
Others Hih 63,597 2,000
384,661 459,171

26.

The effective annual interest rate for pledged deposits with banks
was 1.49% for the year ended 31 December 2016 (2015: 2.39%).

Cash and cash equivalents

HE_Z—XF+_A=+—RHILFE 2ERT
BITHERNEREMNERIOE(ZZE—RF
2.39E) °

Cash and bank balances Be RIRTTHER

HRERBEEEY
2016 2015
—E—RF —ZT—RF
RMB’000 RMB’000
ARET T ARETT
293,628 193,953

Cash and bank balances totalling RMB197,454,000 (31 December
2015: RMB77,943,000) as at 31 December 2016 are denominated
in RMB. The RMB is not freely convertible into other currencies,
however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct
foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying periods
of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short term time deposit rates. The bank balances and pledged
deposits are deposited with creditworthy banks with no recent
history of default.
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

27. Interest-bearing borrowings 27. ;tEEE
2016 2015
ZE-RE —2-E%
Effective Effective
interest interest
Notes rate(%)  Maturity ~ RMB'000 rate (%) Maturity RMB'000
BRH= ERAE
*5H s (%) I8 AR%TR (%) E ARETR
Current: Pk
Bank loans - secured RITER-HERE (@) 4-78 2017 1,105,045 1.31-5.6 2016 764,376
Bank loans - guaranteed RITET-CER (b) 1.3734-8 2017 763,458 2.276-9 2016 1,110,109
Current portion of long-term REEENTEHD
borrowings
Bank loans - secured BITEH-BHEF 6] 5.39 2017 15,000 6.15 2016 12,000
Bank loans - guaranteed BITER-BER (b) 5.225 2017 33,000 5.5-6.05 2016 45,000
Third parties - guaranteed E=H-DER (b) 3.3-6.15 2017 120,364 33 2016 364
Total Ait 2,036,867 1,931,849
Non-current: FRE:
Bank loans - secured BIER-EHE @ 539 2018-2027 179,000 6.15  2017-2027 194,000
Bank loans - guaranteed BITER-BER (b) - - - 55-7.748 2017 33,000
Third parties - guaranteed E=H-BER (b) 3.3 2018-2020 780 33-6.15  2017-2020 121,144
Total A&t 179,780 348,144
(@) The bank borrowings are secured, among which @ LOTBEREER HAPAREK
RMB1,299,045,000 (2015: RMB848,946,000) was secured 1,299,045000 L (Z T — A F : ARK
by certain of the Group's bills receivables, property, plant and 848,946,000 70 ) U AEEEEFEAAR
equipment and land lease prepayments with the net book ¥ 650,993,000 (T —HF : AR
value of RMB650,993,000 (2015: RMB613,361,000) and none 613,361,0007T) K& TIERKER - W% - K
of them (2015: RMB121,430,000) was secured by other assets ENEEAL A EBNZIEERE - 3
(2015: available-for-sale investments of RMB123,942,000). EEBE(ZZE—RF : AR¥121,430,0007T)
NEMEE(ZZ—AF  AIfEHEREAR
#123,942,0007T ) {EH I
(b) Certain subsidiaries’ borrowings are guaranteed by other by EBEFWBARMEETBHAERAMKER
subsidiaries of the Group. AR o
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

27. Interest-bearing borrowings (continued) 27. st EBE )

2016 2015
—EB—RE —Z—RF
RMB’000 RMB’000
AR¥TR AR¥TT

Analysed into: X iv=1

Bank loans repayable: AT EERNBITER
Within one year or on demand —FRIEER 1,916,503 1,931,485
In the second year FF 16,000 48,000
In the third to fifth years, inclusive E=ZRHF  BREEEMF 55,000 64,000
Beyond five years BiBRRAF 108,000 115,000
2,095,503 2,158,485
Other borrowings repayable: ATEENHEMES :
Within one year —FR 120,364 364
In the second year F_F 364 120,364
In the third to fifth years, inclusive F-ENF  PEEREME 416 780
121,144 121,508
2,216,647 2,279,993
28. Trade and bills payables 28. ENEZRRERE

2015
—E-hF
RMB’'000 RMB’000
AR®T T ARBTT
Trade payables ERTE SRR 546,813 558,200
Bills payables ABES 181,434 241,048
728,247 799,248
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

28. Trade and bills payables (continued) 28. ENEZRIAREE @)
(@) The ageing analysis of trade and bills payables at the end of the () PHREHHEAEED  ENESERRZED
reporting period based on invoice date is as follows: REIRESRHEBOTAT -

2016 2015

—E—RE —Z—RF

RMB’000 RMB’000

AR%T ARBFT

Within 1 month —fEAR 311,257 404,101

1 to 3 months —Z=={EA 119,240 40,532

4 to 6 months mEREA 218,125 274,617

7 to 12 months +t=+=@A 61,451 27,626

Over 1 year il —F 18,174 52,372

728,247 799,248
(b) As at 31 December 2016, the Group's bills payables were not (b) RZT—RFE+ZA=+—0 TEELE
secured by Group's bills receivables. As at 31 December 2015, the ERNEBRAREENEKEEREERR - K=
Group's bills payables of RMB24,500,000 were secured by Group's TZ-—RAF+A=1+—H KEBARK
bills receivables of RMB24,500,000 (note 22). 24,500,000 T ET RIBLAAREEH AR

24,500,0007T & FE U 55 VEHE AR (B 5222) ©

29. Other payables and accruals 29. Hitt BN RIE R TR
2016 2015
—E—RE —ZT—RF
RMB’000 RMB’000
ARBTR AR¥TT
Other payables and accrued expenses H A T FROE R ERT RS 78,831 141,722
Other tax payables Hih e FE 13,103 10,176
Receipts in advance B IE 23,588 14,306
Dividends payable JEAR B 151 142
115,673 166,346
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

30. Deferred tax 30. IEREHIE
The components of deferred tax assets/(liabilities) recognised in the RERE MR REROECHBEE (BE)W

consolidated statement of financial position and the movements HE RFREEOT :
during the year are as follows:
Losses
available
for
Depreciation offsetting
Fairvalue ~ Allowance allowance against
adjustment for  inexcessof  Provision Unpaid future
Deferred ~ onbusiness  doubtful related for social taxable
income  combination debt  depreciation  warranties  securities profits Others Total
ek
S ] fERE AXff ERBARE

ETHA  AVEEE  REBE ROEBRE  REER  MERE  EBNEE Afs 5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RVB'000 RMB'000 RMB'000
ARBTT  ARETR  ARETR  ARETn  ARETR  ARMTT  ARETR  ARRTR ARETR

At 1 January 2015 R-Z-1%F-A-H 2,730 (2,928) 527 - 7,839 5229 - 399 13,79
(Charged)/credited to profit or loss RER(IB) /HA

(note 11) (Hizk11) (409) 3 - - 3772 (33 3,550 (89) 6,864
At 31 December 2015 R-E-1FT-A=1-H 2321 (2,855) 527 - 11,611 5,196 3,550 310 20,660
At1January 2016 R=F—E-F-H 2321 (2,855) 521 - 1161 51% 3,550 310 20,660
(Charged)/credited to profit or loss RER(R) /A

(note 11) (GEL! (409) 3 336 (69) 4,501 (5,19) (3,550) 319 (3,99)
At 31 December 2016 RZZ-~E+-A=1-H 1912 (2,782) 863 (69) 16,112 - - 629 16,665

R AR ERIE A IR & B
RZB-—RF+_A=+—H HAEHRLE

Deferred tax assets not recognised

At 31 December 2016, the Group has not recognised deferred

tax assets in respect of unused tax losses of RMB684,912,000 (31
December 2015: RMB629,097,000) and RMB145,964,000 (31
December 2015: RMB131,442,000) attributable to its subsidiaries in
Mainland China and Hong Kong, respectively, and certain deductible
temporary differences of RMB300,719,000 (31 December 2015:
RMB299,456,000), as it is not probable that future taxable profits
against which the losses or deductible temporary differences can be
utilised will be available in the relevant tax jurisdictions and entities.
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(Expressed in Renminbi unless otherwise indicated)

30. Deferred tax (continued)

31.

Deferred tax assets not recognised (continued)

Included in the unrecognised tax losses, RMB145,964,000 (31
December 2015: RMB131,442,000) may be carried forward
indefinitely and the remaining balance will expire at various dates up
to 2021.

Deferred tax liabilities not recognised

At 31 December 2016, taxable temporary differences relating to the
undistributed profits of certain subsidiaries of the Group established
in the PRC amounted to RMB11,735,000 (2015: RMB9,570,000).
No deferred tax liabilities have been recognised in respect of the
withholding tax that would be payable on distribution of these
retained profits as the Company controls the dividend policy of
these subsidiaries and it has been determined that it is probable
that profits from these subsidiaries will not be distributed in the
foreseeable future.

Deferred income

Various government grants have been received by the Group for
generating export sales, participating in high-tech industry and
constructing various manufacturing and photovoltaic power plants
in Jinzhou, Liaoning Province, and Xining, Qinghai Province, the PRC.

Those government grants related to assets are recognised in the
consolidated statement of financial position initially as deferred
income and are amortised to profit or loss as other income over the
useful lives of the assets.

31 December 2016 A-Z—XF+_-_A=+—H
(BB EFTRHEIN - UAREIIE)

30. IR IE (#)

31.

i ARFERIRIE R TR & (4)
RIERTEEE T AR 145,964,000 (= F
—hF+=-A=1+—8: AR¥131,442,0007T) 7]
ERLE  RESHREBEE-_S-—FNTRABH
fEim e

AERELERIARE
REIZE—RFT-A=1—H8 BAREERPEK
SEE T B AR AR IR EA B E R L
EBR/ARE11,735000t( ZE—1HF : ARK
9,570,0007T) ° B 7 k% E R E FIE R RO TR
HRARREEERIAAE - RERAREZES
ZEMBARMBSBEE - MECREZEMNER
AR A SRR IRA B E K

IESEW A

FEBEELALAHE  WESHRRTERETE
BEABMNMNEEEOERZZ EREREKAR
IS TR BT -

2% RAEAMNBITRIES NG IR E
AR+ AR AT I B RRE A
B84 R ELABMIA ©
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31 December 2016 R-_Z— X FE+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

32. Provisions

32. &4

Provision for

inventory

Provision for purchase
warranties commitments Total
RERE FEBERERE st
RMB’000 RMB’000 RMB’'000
AREFIT AREFT AREFIT
At 1 January 2015 RZE—hF—HA—H 41,566 43,582 85,148
Provisions made FR{ER 20,321 - 20,321
Exchange adjustments P 5 3 28 - 2,668 2,668
At 31 December 2015 NW_E—RF+=-_A=1+—H 61,887 46,250 108,137
At 1 January 2016 RZZE—XRF—H—H 61,887 46,250 108,137
Provisions made Fr{EREfE 22,306 - 22,306
Exchange adjustments PEE 5 ER - 3,158 3,158
At 31 December 2016 RZZE—R"F+=—A=+—H 84,193 49,408 133,601

The Group’s photovoltaic modules were typically sold with a 2 or
5-year warranty for defects in materials and workmanship and a
10-year and 25-year minimum power output warranty, against
declines of more than 10% and 20%, respectively, of initial power
generation capacity from the date of delivery. The Group has the
obligation to repair or replace solar modules, under the terms of the
warranty policy. The Group maintains warranty reserves to cover
potential liabilities that could arise under these warranties.

A subsidiary of the Group entered into a long-term supply contract
(“the Supply Contract”) with one of its suppliers in 2010. According
to the current terms of the Supply Contract, the subsidiary
shall need to pay a total of non-refundable advance payments
of US$34,500,000 and to purchase the agreed quantities of
polysilicon for the period from 2012 to 2020 with a total amount of
US$348,000,000.

As at 31 December 2016, the subsidiary has made a non-refundable
prepayment of US$11,500,000 to the supplier, but it did not
purchase the agreed quantities from the supplier for 2012,
2013, 2014, 2015 and 2016 with amounts of US$18,375,250,
Us$13,200,000, US$25,800,000, US$42,000,000 and
US$41,000,000 respectively as stipulated in the Supply Contract.
As of the date of this report, the supplier has issued invoices to the
subsidiary for the above purchase commitments for the years ended
31 December 2012, 2013, 2014, 2015 and 2016.
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34,500,000 7T - WHEBRETHENS & - 85
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(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

Provisions (continued)

As of 31 December 2016, the subsidiary recognised a provision
for impairment of RMB79,776,000 (31 December 2015:
RMB74,676,000) (note 18) for the non-refundable prepayment and a
provision of RMB49,408,000 (31 December 2015: RMB46,250,000)
for the onerous contract. Currently, the subsidiary’s management
is in good faith negotiations with the supplier regarding potential
modifications of and/or revisions to the terms of the long-term
supply agreement. After taking into consideration all the relevant
factors, the directors of the Company determined that it is not
necessary to make any further provision for the contingent losses
from the Supply Contract during the year ended 31 December 2016.

Finance Lease Payables

The Group leases certain of its plant and machinery for Segment A.
These leases are classified as finance leases and have remaining lease
terms ranging from one to three years.

As at 31 December 2016, the total future minimum lease payments
under finance leases and their present values were as follows:

32. BB

R_T—XE+-_A=+—8 ZHE2QFE
RAATREMENKERRAERFHEARE
79,776,000 (ZE—HAF+ZA=+—H : AR
#74,676,0007T) (HI5£18) » WHBEAS LMERE
#HAR#49,408,0007C(—E—HFE+-A=+—
H: AR#46,250,00070) - ZMBARINEERE
B A SR R gk T RE B 2 eSS RT R EA L FE 12
FRIETGEITEBER - KERAAMEEERRE -
AAREERTHE-_T—"F+-_A=+—81
FEBEREEANOKA BB BT AL
1 -

33. MEMHERNRER

KREERD BAHEE THE K - ZFHER
BRREMS  ABRERNF—E2=F1 % -

RIZB-—RFT-A=+—0 BREMEHEHER®R
MEREEE MR L ERENT

Present value of

Minimum lease payments minimum lease payments

BREHEEMAK BREHEANRRE
2015 2015
—E—hF —E-K —ZT—RF

RMB’'000 RMB’000 RMB’000 RMB’000

ARET T NS ARYTT NS

Amounts payable: Er&TE
Within one year —FR 6,071 - 5,812 -
In the second year 4 8,519 - 7,599 -
In the third year, inclusive E=F(BEE=F) 2,864 - 2,429 -
Total minimum finance lease RhE R ERIENRRTE
payments 17,454 - 15,840 -
Future finance charges RKMEER (1,614) -
Total net finance lease payables RIE TR EENFUEE T 15,840 -
Portion classified as current liabilities  gZfAAREB B ERED (5,000) -
Non-current portion FEMENEH D 10,840 -
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(BEEEBEN  UARKETIE)

34. Retirement benefit schemes

35.

Employees of the Group’s PRC subsidiaries are required to participate
in a defined contribution retirement benefit scheme administered
and operated by the local municipal government. The Group’s PRC
subsidiaries were required to make contributions to the scheme at
20% of the employees’ salaries per annum to fund the retirement
benefits of the employees.

The Group is required to participate in defined contribution
retirement schemes administered and operated by Bureau of Labour
Insurance of Taiwan for employees employed in Taiwan. Under
the schemes, the employer is required to make contributions to
the schemes at 6% of the employees’ relevant income per annum.
Contributions to the schemes vest immediately.

The Group also operates a Mandatory Provident Fund Scheme (the
“MPF scheme”) under the Hong Kong Mandatory Provident Fund
Schemes Ordinance for employees employed under the jurisdiction
of the Hong Kong Employment Ordinance. The MPF scheme is a
defined contribution retirement plan administered by independent
trustees. Under the MPF scheme, the employer and its employees
are each required to make contributions to the plan at 5% of the
employees’ relevant income, subject to a cap of monthly relevant
income of HK$30,000. Contributions to the MPF scheme vest
immediately.

The Group has no other material obligation for the payment
of retirement benefits associated with the schemes beyond the
contributions described above.

Share capital

Authorised and issued share capital

34. RIKERIGHE

35.

A e B 2 )R B A2 S by R I
”%%iﬁ#ﬁL%hﬂﬁ% AEEHENE

Tﬁ&%;i
RIREFIREE

E’]ZO%WEJr; EHE - RER

AEBARTENGENRESNHAES TRR
REEREREROEREIERIRGE - REZES
g - BEARERMAEFERAN6 %A FH
HR o FFFEFL SRR RE -

REBTERBEEEREER :@mu EE
REBREBIEDIPTEEDN E,E\?&jﬁ%lﬂi E&t
([ )) - %ﬁﬁ%ﬁ%ﬂﬁm%ﬁﬁi*’vﬁfmf
2 HEURFEATE - RESHIRERINE
R E % BRIEB BB AR5 %M EIEHHK
A% A HERIUA 30,000/ 70 /3 £IR © msgia &3
TEHEV RN SRS -

ﬁ%th LN - REE DA%
RRENFEAMEREE -

FatalBRm

EEN
sEE RE BT

2015
—E-RF
No. of
shares ‘000
e Fr
Authorised: HBE
Ordinary shares of HK$0.1 each SRAEVBTME B 5,000,000,000 HK$500,000  5,000,000,000 HK$500,000
#75500,000 #71.500,000
Equivalent to HER RMB450,000 RMB450,000
AE¥450,000 AR#450,000
Ordinary shares, issued and BROTRBEEER :
fully paid:
At 1 January and 31 December R—F—BRkt-A=1+—H 3,211,780,566 RMB276,727  3,211,780,566 RMB276,727
AR¥276,727 ARM276,727
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36. Reserves

(M

Share premium

The application of the share premium account is governed by
the Companies Law of the Cayman Islands. The share premium
is distributable.

General reserve fund

Pursuant to the relevant PRC laws and the articles of association
of the Company'’s subsidiaries incorporated in the PRC, these
PRC subsidiaries are required to transfer a minimum of 10%
of their distributable profits after taxation based on their PRC
statutory financial statements to the general reserve fund until
the balance of the fund is at least half of the paid-in capital of
the relevant subsidiaries. The amounts allocated to this reserve
are determined by the respective boards of directors with
reference to the minimum requirement.

For the entities concerned, the general reserve fund can be
converted into capital in proportion to the equity holders’
existing equity holdings, provided that the balance after such
conversion is not less than 25% of the registered capital.

Capital reserve

The capital reserve comprises the fair value of shares allotted
and issued over the subscription costs and share options
granted to employees of the Group.

Exchange reserve

The exchange reserve comprises all exchange differences
arising from the translation of the financial statements of
Group companies to presentation currency. The reserve is dealt
with in accordance with the accounting policy set out in note
2.4.

Other reserve

The other reserve mainly represents the differences between
considerations of acquisitions of equity interests from
non-controlling equity owners and carrying amount of
proportionate net assets.

31 December 2016 RA-ZT— X F+-_A=+—H
(BB EFTRHEIN - MAREIIE)

36. f#fE

(1)

Retn st (8
BOHEBEROERZHSHERPERE -
DR E A T DK -

—REEE

RIEA R BUARE R AR A) R A B AL
MBS ARMMABEZMA - HEHENE
REVABE P BUAE M MK AR R
ADRMBRDI0%ERE —KHES -
BEEZMESERELERBINBAREY
AR BEAEFSE2RREERR
& BEENRKEZRENRE -

HREHEERMS  —REESURESHE
ARB RO HIRBER - ML IRIREE
BTG DR EMEARH25% o

BAH B
ARGERRSRETT AR EIERNBRE
BRRWAAN S U RIE T 5 S oM
BOAFAE -

M 5
ERHEEREIARRERNEBSEREE
2 EMMEENIER 25 - AFERBRNE
2 AFRE S RTBUREIE ©

HAbfH
HEmFEETEHRAIETHIEE SRS A
R ERZL A MEEEFENERERE
2R ZESE -
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(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

37. Disposal of a Subsidiary 37. HE—EME A A
On 30 November 2016, Solargiga Energy (Qinghai) Co., Ltd., an RZZ—RFE+—A=1TH ARRHEEBIER
indirect partially-owned subsidiary of the Company, entered into WEENB A RE YR (E8)BRA R EHEFN R
a sales and purchase agreement with Suzhou Xie Xin New Energy EMRERIEEARARGILEE RS - WHEES
Investment Limited, to sell all the equity interests of Delingha s EERENARAR([1E2m )R FTA R
Solargiga Energy Electric Power Company Limited (“Delingha”) with EERARE100,0007T ©

a selling price of RMB100,000.

The following table summarises the carrying value of net liability of TREESBNHE BN FaEERE :
Delingha as at the date of disposal:

2016
—E-RE
RMB’000
AR¥T R
Net liability disposed of: BEHEFEE
Property, plant and equipment W - R NMRE 2,791
Cash and bank balances Re RIBITHER 212
Prepayments and other receivables TR SRR J Ho At FECRRIR 19,438
Trade payables FERTE 5 8RR (528)
Accruals and other payables FE =5 K B FE At B (22,033)
(120)
Gain on disposal of a subsidiary (note 6) S — TS A R as (B Ee) 220
At 31 December R+=ZA=+—8H 100
2016
—E-RE
X\ [230]0]0)
ARBTR
Satisfied by: ATHITT BN
Cash He 100
An analysis of the net outflow of cash and cash equivalents in HHE-NBERAREENE S RS EEWFR
respect of the disposal of a subsidiary is as follows: HAT -
2016
—E—RE
RMB’000
AR¥TR
Cash consideration RENRE 100
Cash and bank balances disposed of BHRERE KIRTTHEL (212)
Net outflow of cash and cash equivalents HNE—HRBARAENERS X
in respect of the disposal of a subsidiary REEEBWFRD (112)
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31 December 2016 RA-ZT— X F+-_A=+—H
(BB EFTRHEIN - MAREIIE)

38. Capital commitments 38. EAEIE
Capital commitments that relate to purchase of property, plant BHEBEYMX  BMELRER_FT-AFR=F
and equipment outstanding at 31 December 2016 and 2015 not —AFT A=+ HRAEE AL RERBHRE
provided for in the financial statements are as follows: NEHER B AEENT -
2016 2015
ZE-RF —T—h%F
RMB’'000 RMB’000
AR¥T T AREFIT
Contracted but not provided for BETAMERFHRE B 3,279 17,754
39. Operating lease commitments 39. WEFHE AL
At 31 December 2016 and 2015, the total future minimum lease REZF-ANFERZF-AF+ZA=1+—0 RE&
payments under non-cancellable operating leases are payable as TAREEEHEE - BRARERANREBER
follows: REEFET
2016 2015
ZE-RF —T—AF
RMB’000 RMB’000
AR%T AREFT
Within 1 year —FER 910 372
After 1 year but within 5 years —FREAFNA 372 368
After 5 years AF% 1,214 1,333
2,496 2,073
The Group is the lessee in respect to a number of properties held REBAZERBEEHEMBMENERA %
under operating leases. The leases typically run for an initial period EHE—RVFRI_E_+F FIEENEHME
of two to twenty years, with an option to renew each lease upon EERRNEE  TARTNEERENERS - 25
expiry when all terms are renegotiated. None of the leases include HEW T RELAEE -
contingent rentals.
40. Contingent liabilities 40. ZREE

At 31 December 2016, the Group has undertaken to guarantee
a bank loan to an associate to the extent of RMB31,450,000
(31 December 2015: RMB37,000,000). As most of the loan balances
are secured by the fixed assets of the associate, the directors
consider fair value of the above financial guarantee is insignificant.

The directors do not consider it probable that a claim will be made
against the Group under the above guarantee. The maximum liability
of the Group at the end of the reporting period under the above
guarantee issued is the outstanding amount of the loan advanced by
the bank to the associate of RMB31,450,000 (31 December 2015:
RMB37,000,000).

WEZZB—RF+-R=+—H0 AEEDAE—H
Ry —HBe R RNRITERNER  UARE
31,450,000t AR (ZZE—AF+-_A=+—H :
AR¥37,000,0007T) ° HAKE D EREHITH
ZEEARMEEEEFER  EHEER A L
PBEROXIFELTEK -

EFTRABRELBER  AEBFTKAURELR
B o AEBMPNREHMEEAR FMB L ER
MEBESEZARTEN FTHEARNERNREES
B AR®31,450,000c( —E—AF+-_A=+—
B : AR%37,000,0007T) °
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(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

41. Related party transactions 41.

In addition to the transactions and balances disclosed elsewhere
in the financial statements, the Group had the following material
related party transactions:

(@) Key management personnel remuneration

Key management personnel receive compensation in the form
of salaries, housing and other allowances, benefits in kind,
discretionary bonuses and retirement scheme contributions.
Details of key management personnel remuneration are

BRI RS
BEBREE MDD FTRENZ S RSB - Ak
B I R E AR 25

@ FEEBABFM
Eﬁﬁ%)\éﬁb{éﬁ’i\ CEEREMER '
YR - BYSTEA ARG SRR 77 MK
BT - I%ﬁﬁ/\%%ﬁ%ﬁﬂ%ﬁ%ﬁi%&
%o BrBNARBmBAT B TR #IBRMEE

disclosed in note 9. Total remuneration is included in “staff (a)4% 5% -
costs” as disclosed in note 7(a).
(b) Transactions with associates and entities controlled by (b) HEEERRIRARAEEMZEHNE
directors of the Company %%Zf’aﬁﬂ’\]x
2016 2015
—E—XRF —E-RF
RMB’000 RMB’000
AR¥T T ARETT
Sales of goods to: HEEMT
the associates of the Group RE B QA 7,147 11,214
the entities controlled by the directors RAREBNESBNILRH
of the Company or close members FrEHEE 8
of director’s family 283 325
7,430 11,539
Purchases of goods and services from: M TNASHEEERERS
the associates of the Group AREFEBZENT] 30 13,934
the entities controlled by the directors KAREBREEZMIOE
of the Company or close members FrizEsInE S
of director’s family 2,507 9,915
2,537 23,849

Note:

In the opinion of the directors, the transactions between the Group and
the related parties were conducted in the ordinary and usual course of
business and on normal commercial terms, the pricing terms were at
the prevailing market prices.
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(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

41. Related party transactions (continued)
(c) Outstanding balances with related parties

4. BEBRAERSZ @

(0 E2REEE Ty 2 R AREIEEER

2016 2015
—E—REF —hF
RMB’000 RMB’000
ARBT ARBFT
Trade and bills receivables: U E ZERREE
the associates of the Group RE B E AT 19,894 27,715
the entities controlled by the directors of RAREEREEMIIE
the Company or close members of P PRI ) 2 B8
directors’ family 7 -
19,901 27,715
Prepayment and other receivables: TEH RIE N HoAth IR IR
the entities controlled by the directors of NRESHESNIH
the Company or close members of ﬁﬁ% B
directors’ family 2,707 3,045
2,707 3,045
Trade payables: JERTE SRR -
the associates of the Group REEHE AT - 296
the entities controlled by the directors of ARREFHEFHR
the Company or close members of FEGINE e
directors’ family 22,010 39,820
22,010 40,116
Note: Bt EE -

The above balances are unsecured, non-interest-bearing and repayable
on demand. Trade receivables from and trade payables to related
parties were repayable or to be settled on the respective credit terms.

(d) Guarantees given to banks for loans of the Group's
associates

As at 31 December 2016 and 31 December 2015, guarantees
of RMB31,450,000 and RMB37,000,000 were given to banks
for loans of the Group's associates, respectively.

The related party transactions in respect of item(b) above also
constitute connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules.

PSR RERER  RERARERMEE - BRK
FERTBREE 7 B BERFITRE B ERGRERR

AE -

d) BAKEEEAANERMBITEL
R
RZE—RFTZA=+—BEZZT—HF
TZA=+—H  BAEEBREAFNER
MERTTE E AR D B A AR31,450,000
JT R AR #37,000,0007T °

EX(b) AN X B B LRI 14AS
REZHERZUSFEMERS -
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(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)
42. Financial instruments by category 42. REREASNBKEITA
The carrying amounts of each of the categories of financial RBEHREERER - SEMBTANKREENAT :

instruments as at the end of the reporting period are as follows:

2016

Financial assets

Loans and
receivables Total
ERREWRFRE st
RMB’000 RMB’000
AR¥T T AR¥T T
Trade and bills receivables RN E SRR R EE 485,910 485,910
Financial assets included in prepayments, FTATERFIE - e R
deposits and other receivables H b E U B BT IS A A 46,298 46,298
Pledged deposits BEEAER 384,661 384,661
Cash and cash equivalents e RESEEY 293,628 293,628
1,210,497 1,210,497
Financial liabilities HBasE

Financial

liabilities at
amortised cost Total
RN T B EE st
RMB’'000 RMB’'000
AR®T T AR¥T T
Trade and bills payables R E SRR RERE 728,247 728,247

Financial liabilities included in other payables and FTAE M FERT FIE R BRI

accruals (note 29) % A & (T 5529) 62,482 62,482
Interest-bearing bank and other borrowings FTERITMEMBEE 2,216,647 2,216,647
Finance lease payables AT E RN FIE 15,840 15,840
3,023,216 3,023,216
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(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

42, REHE WK TR
NREERIAE R - SEMETANERENT :

instruments as at the end of the reporting period are as follows: (&)
(continued)

42. Financial instruments by category (continued)

The carrying amounts of each of the categories of financial

2015 —E—RF
Financial assets B &=
Available-for-
Loans and sale financial
receivables assets Total
BERkERGE AEHEHNHEE Feh
RMB’'000 RMB’'000 RMB’'000
AREF T AREFIT AREFIT
Available-for-sale investments HHERE - 123,942 123,942
Trade and bills receivables EWE SR RERE 578,936 - 578,936
Financial assets included in FFATERFOE « Be REA
prepayments, deposits and JEWTRIE B B 75
other receivables 51,533 - 51,533
Pledged deposits EERER 459,171 - 459,171
Cash and cash equivalents HeRBLEEY 193,953 - 193,953
1,283,593 123,942 1,407,535
Financial liabilities BIfsBaE
Financial
liabilities at
amortised cost Total
LA B AR
YRR B A E 5t
RMB'000 RMB’000
AREFIT AREFIT
Trade and bills payables FERTE 5 R LRI 799,248 799,248
Financial liabilities included in other payables AR ES U N ERT S
and accruals (note 29) B & (FizE29) 82,489 82,489
Interest-bearing bank and other borrowings FRRRITREMBEE 2,279,993 2,279,993
3,161,730 3,161,730
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(BEEEBEN  UARKETIE)

43. Fair value and fair value hierarchy of 43. BB TENAFERAFERER

financial instruments

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced or
liguidation sale. The following methods and assumptions were used
to estimate the fair values:

The fair values of cash and short-term deposits, restricted cash,
financial assets included in prepayments, deposits and other
receivables, trade and bills receivables, trade and bills payables,
financial liabilities included in other payables and accruals, and the
current-portion of interest-bearing bank borrowings approximate to
their carrying amounts largely due to the short-term maturities of
these instruments.

The fair values of finance lease payables, and the non-current
portion of interest-bearing bank borrowings have been calculated
by discounting the expected future cash flows using rates currently
available for instruments on with similar terms, credit risk and
remaining maturities. The carrying amount of the non-current
portion of interest-bearing bank borrowings is reasonably
approximate to fair values.

The fair values of bank financial products are derived from inputs
other than quoted prices included within Level 1 that are observable
for the asset or liability, either directly or indirectly. The fair values
of the investment in bank financial products have been calculated
based on the principal and the yield rates quoted from investment
bank managers in accordance with discounted cash flow analysis as
at the reporting date.

The Group uses the following hierarchy for determining and
disclosing the fair values of financial instruments:

Level 1:  Fair value measured based on quoted (unadjusted) prices
in active markets for identical assets or liabilities.

Level 2:  Fair value measured based on valuation techniques for
which all inputs which have a significant effect on the fair
value are observable, either directly or indirectly.

Level 3:  Fair value measured based on valuation techniques for

which any inputs which have a significant effect on the
fair value are unobservable.
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

43. Fair value and fair value hierarchy of 43. BB TENAFERAFEER @

financial instruments (continued)

The following table illustrates how the fair values of the Group's
financial products are determined (in particular, the valuation
techniques and inputs used), as well as the fair value hierarchy
into which the fair value measurements are categorised (Levels
1 to 3) based on the degree to which the inputs to the fair value
measurements is observable.

TRELNAETAEEEBERNATFECEE
R i R R AR A R ANA I8 A
i B OBABIR RS E S AT EH B
AFEER(E-E=R) -

Significant
Fair value Valuation unobservable
hierarchy technique inputs Range
BEANFAIEE
AFEER fR{ER M [oPN ¢4 &[]
Available-for-sale Level 3 Discount cash Expected rate 4.9%-5.5%
investments flow method of return
A ERE E=H AR EREE T8 HA B i 2

Discount rate 4.9%-5.5%

BERE

The following tables illustrate the fair value measurement hierarchy TREAREENM B TANR T EFSER

of the Group's financial instruments:

Fair value measurement using

FERT ZIEM AP ERE

Quoted
price in Significant  Significant
active  observable unobservable
markets Inputs Inputs
(Level 1) (Level 2) (Level 3)
EEME BEANTER BEANTH
HE WARE BREAYE
(-4 (=% (B=#) =5
RMB’000 RMB’000 RMB’000 RMB’000
AR¥ETT ARET T AR¥T T AR¥T T
Assets measured at fair value: BRATENENEE
At 31 December 2016 RZZE—RF
+-A=+—H
Financial products SRESR - - - -
At 31 December 2015 R_ZE—HF
+ZA=+—H~H
Financial products SRESR - - 123,942 123,942

During the year ended 31 December 2016, there were no transfers
of fair value measurements among Level 1, Level 2 and Level 3 for

financial assets (2015: Nil).

BE-Z-ARF+A=+—HIFE UKEE
WE—H  BEREE=RATFEFEZHL BT

MER(—T—0F &) -
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

44. Financial risk management objectives and 44. B EEEIE B B R BUR

policies

The Group’s primary objectives when managing capital are to
safeguard the Group's ability to continue as a going concern, so that
it can continue to provide returns for shareholders and benefits for
other stakeholders, by pricing products and services commensurately
with the level of risk and by securing access to finance at a
reasonable cost.

Exposure to credit, liquidity, interest rate and currency risks arises in
the normal course of the Group’s businesses. The Group's exposure
to these risks and the financial risk management policies and
practices used by the Group to manage these risks are described
below.

(a) Credit risk

The Group's credit risk is primarily attributable to cash at banks
and trade and bills and other receivables. Cash at banks are
placed with financial institutions that have sound credit ratings
and the Group considers the credit risk to be insignificant.

In respect of trade and bills receivables, individual credit
evaluations are performed on all debtors on a case-by-case
basis. These evaluations focus on the debtors’ past history of
making payments when due and current ability to pay, and
take into account information specific to the debtor as well as
pertaining to the economic environment in which the debtor
operates. Trade receivables are normally due within 30 to 90
days from the date of billing. Normally, the Group does not
obtain collateral from debtors.

The Group’s exposure to credit risk is influenced mainly by
the individual characteristics of each debtor. The default risk
of the industry and country in which debtor operates also has
an influence on credit risk but to a lesser extent. At the end of
the reporting period, the Group has a certain concentration of
credit risk as 24% (2015: 14%) of the total trade receivables
were due from the Group's largest customer, and 61% (2015:
57%) were due from the five largest customers of the Group.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

(Expressed in Renminbi unless otherwise indicated)

44. Financial risk management objectives and
policies (continued)

(a)

Credit risk (continued)

Except for the financial guarantees given by the Group as
set out in note 40, the Group does not provide any other
guarantees which would expose the Group to credit risk. The
maximum exposure to credit risk in respect of these financial
guarantees at the end of the reporting period is disclosed in
note 40.

Further quantitative disclosures in respect of the Group’s
exposure to credit risk arising from trade and bills receivables
are set out in note 22.

Liquidity risk

As detailed in note 2.1, the Group'’s current liabilities exceeded
its current assets by RMB652,730,000 as at 31 December
2016. The liquidity of the Group is primarily depending on
its ability to maintain adequate cash flows from operations,
to renew its short-term bank loans and to obtain adequate
external financing to support its working capital and meet
its obligations and commitments when they become due.
Management is taking certain actions to address these
conditions in accordance with the Group’s policy of regularly
monitoring its current and expected liquidity requirements
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. These actions include negotiating with banks to
renew the short term loans and to explore the availability of
alternative sources of financing. Further details of these actions
and bank loans concerned are set out in note 2.1.

The following tables show the remaining contractual maturities
at the end of the reporting period of the Group’s financial
liabilities, which are based on contractual undiscounted cash
flows (including interest payments computed using contractual
rates or, if floating, based on rates current at the end of the
reporting period) and the earliest date the Group can be
required to pay.

31 December 2016 RA-ZT— X F+-_A=+—H
(BB EFTRHEIN - MAREIIE)

44. IEEKREERNREE @)

(a)

ZERR(E)

B BT ST A0 BT 0 e 7 52 [ % 1 9 B TS HE R A1 -
74 %2 1B 30 4 42 48T ] L 4o 46 208 BN 2 LB R
EEERRNER - RNBEHEAEEMEZ
P BEREENRSEERBRNIT TR

3= o

FRAEEELBRKEZRRALREME
EENEERBNE - FHEBWEHNMHE
22 -

MENE & R

B2 AL - AEER T —RF+=
A=+—ANRDaERaEnBHEEAR
#652,730,0007T - NEERENE &+ B4
HAREPHRBREHEERSRE EEH
RERTEREREREEAG NP E NI HE
BEES MR BNBITEE T RENRE
71 o BEBEASETHEREE BHMERR

BEHMEROEE  BEBDRZSBELR
BETT8) - UHRESFAVRASHER
MEREHEBMES T LALEEREE MU
ENREHNRHEST R - ZSTHRIE
BRITITTREE AR T E R ER R AR
BARE - ZFTHMRITERNE—HF
IEEAKTEE2.1 ©

TREJAKEGBEEER RS HHEEER
BT AOFER - EABBAGETIDARTR
anReRE(BEERBEAON XK (AT
B)REBEREHREE B ENMNEFENT
BNFOURAEEAERNRT BBER
it o
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31 December 2016 R=-T—X~F+-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)
44. Financial risk management objectives and

policies (continued)

4. BEEMREEENREE S

(b) Liquidity risk (continued) (b) ARBERR(E)
2016
“E-7F
Contractual undiscounted cash outflow
FRENRLR
More than More than
Carrying Within 1 year but 2 years but
amount at 1 year or less than less than More than
31 December Total on demand 2 years 5 years 5 years
Wtz
=t—HM —Fhg BE-F BEmE
REE 2 RERAR BYRME BOREE ichika
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARET T ARET T ARET T ARET T ARMT T ARET T
Short-term bank loans RERTER 2,036,867 (2,083,374) (2,083,374) = = =
Long-term bank and other loans REBIREMER 179,780 (285,385) (57,701) (25.712) (77,864) (124,108)
Trade and other payables B SRR
ERZE 790,729 (790,729) (790,729) - - -
Financial quarantee to an associate &ﬂﬁ%%’ﬂﬁ’]gﬁ‘*ﬁ*ﬁ - (31,450) (31,450) = = -
Finance lease payables RETREENZ 15,840 (17,454) (6,071) (8,519) (2,864) -
3,023,216 (3,208,392) (2,969,325) (34,231) (80,729) (124,108)
2015
—Z-nf
Contractual undiscounted cash outflow
ARANRLIH
More than More than
Carrying Within 1 year but 2 years but
amount at 1 year or less than less than More than
31 December Total on demand 2 years 5 years 5 years
Rt=A
=+-AfK —ERrg BA-% BAmE
FHE a8 RERAR BYRmE BYREE BAnE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETT ARETTL
Short-term bank and other loans EHBITREMER 1,931,849 (1,996,236) (1,996,236) - - -
Long-term bank and other loans REBTREMER 348,144 (463,265) (14,107) (214,700) (81,693) (152,765)
Trade and other payables FERTE SR
EfEE 881,737 (881,737) (881,737) - - -
Financial quarantee to associate RFRERTNEBER (37,000 (37,000 - - -
3,161,730 (3378,238) (2,929,080) (214,700) (81,693) (152,765)
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(Expressed in Renminbi unless otherwise indicated)

44. Financial risk management objectives and
policies (continued)

(0

Interest rate risk

Except for bank deposits and RMB wealth management
products with stable interest rates, the Group has no other
significant interest-bearing assets. Accordingly, the Group’s
income and operating cash flows are substantially independent
of changes in market interest rates. Details of the effective
interest rates for bank deposits and RMB wealth management
products are disclosed in notes 25 and 24. The Group's interest
rate risk arises mainly from borrowings. Borrowings obtained at
variable rates and at fixed rates expose the Group to cash flow
interest rate risk and fair value interest rate risk, respectively.
The Group does not use derivative financial instruments to
hedge its interest rate risk.

(i) Interest rate profile

The following table details the interest rate profile of
the Group’s net borrowings at the end of the reporting

31 December 2016 RA-ZT— X F+-_A=+—H
(BB EFTRHEIN - MAREIIE)

44. IEEKREERNREE @)

()

JESEI
REEMENRITFARARBEREYE®
Oh REBWEEMEBE NG EEE - At -
AEBOPARKEREREBAR LAET
BAHEEFESTE - EARTERARARER
MEMBEBRFEFFERM 25 X245 #
B ASENFERBREERGEE 8
REBBEFAEERD BIAZERSRAER
b AT ERNERRE - NEBIWEEATE
ST AR EFIRERE o

(i MR
TRHAIAEENREMHEERER
FERREVRRBER o

period.
2016 2015
—E—RE —T—HEF
Effective Effective
interest rate RMB'000 interest rate RMB'000
BRAE ARET R B AREFT
% %
Variable rate borrowings FEE%
Short-term bank loans RHIRITER 3.09 621,458 2.47 521,398
Long-term bank and REBRITREMER
other loans 5.36 179,000 6.79 347,000
800,458 868,398
Fixed rate borrowings EEREE
Short-term bank loans MEIRITER 6.30 1,415,409 7.01 1,410,451
Long-term bank and RERITREMER
other loans 3.30 780 3.30 1,144
1,416,189 1,411,595
Total borrowings BEHE 2,216,647 2,279,993
Fixed rate borrowings EEEELEE
as a percentage of BENESL
total borrowings 63.9% 61.9%
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

44. Financial risk management objectives and
policies (continued)

(c) Interest rate risk (continued)

(i) Sensitivity analysis

44. BIEEKREERNREE @)

The Group
rEE
2016 2015
—E—RF —T—AF
Increase/ Effect on Increase/ Effect on

(decrease) in (loss)/profit Effect on (decrease) in (loss)/profit Effect on
interest rate for the year equity interest rate for the year equity
MELF/ HEEER) HERN xR/ HEE(ER) Fapsdad:y)
(&) FEHE 7 (F&) FESZE 2
% RMB’000 RMB’000 % RMB’000 RMB’'000
AR%T ARBTT AREFT ARETT
1 (7,810) (7.810) 1 (8,169) (8,169)
(1 7,810 7,810 (1) 8,169 8,169

The sensitivity analysis above indicates the instantaneous
change in the Group's (loss)/profit for the year and equity
that would have arisen assuming that the change in
interest rates had occurred at the end of the reporting
period and had been applied to the exposure to interest
rate risk for the financial instruments in existence at that
date. The analysis has been performed on the same basis
as 2015.

(d) Currency risk

The Group is exposed to currency risk primarily through sales
and purchases, bank loans and cash and bank deposits that
are denominated in a foreign currency, i.e. a currency other
than the functional currency of the operations to which the
transactions relate. The currencies giving rise to this risk are
primarily the United States Dollar, Euros, the Hong Kong Dollar,
the Japanese Yen and the Chinese Yuan. Management does
not expect any significant impact from movements in exchange
rates since the Group uses the foreign currencies collected
from customers to settle the amounts due to suppliers.
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Notes to Consolidated Financial Statements Bf #& 3R R MY 5

31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

44. Financial risk management objectives and 44. BIREBREEENREE &)
policies (continued)

(d) Currency risk (continued) (d) HMNERBR(#)
(i) Exposure to currency risk (i INER
The following table details the Group's exposure at TRAJAEBN RS HAEAE B AE
the end of the reporting period to currency risk arising BOINGE BLFE - HNE R B E A AB A E B T
from recognised assets or liabilities in the consolidated BEE B LAINE B EHERN B R GRS B ik
statement of financial position (after elimination of S ER (SN 7] e WOk T8 I B+ 3038
intercompany receivables and payables) denominated in a RIERNEEXBEMESE °

currency other than the functional currency of the entity
to which they relate.

Exposure to foreign currencies (expressed in Renminbi)
HERR(AARETIE)

2016 2015

-5 —%-1f

United Hong United Hong
State Kong  Japanese  Chinese States Kong  Japanese Chinese
Dollars Euros Dollars Yens Yuans Dollars Euros Dollars Yens Yuans
ES B BT AE HET e B fin AH HER
LT 11001 [V I 15T N - VRV O RMB'OO0  RMB'000  RMIB'000  RMB'000  RMB'000
ARMTT ARETR ARMTR ARETE ARETT [BSERTEEN arPN- v PN: s o - S

Trade and other receivables FE SRR
03 erc) 3,554 126 - - - 2,654 5,080 - - -
Cash at bank and in hand BORFERE 19,611 350 879 - 2,346 2,644 280 180 - 359
Bank and other loans FAREMER (289,045) (60,426) - - (120,000)  (578,087) - - - (120,000)
Trade and other payables EE SRR
HitERTE (945) (44) (1,941) (996) - 32 (290) (392) (1337) -
(266,825) (59,394) (1,062) (996)  (117,654)  (572,821) 5,070 212) (1337)  (119,641)
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

44, Financial risk management objectives and 44. BIEREBEE B WREEK @
policies (continued)

(d) Currency risk (continued) (d)  HNEERE B ()
(i) Sensitivity analysis (i) SREEDW
The following table indicates the instantaneous change TRETASEERN RS HELAE B
in the Group's (loss)/profit for the year and accumulated EEXREBOEREHRSEES)
losses in equity in response to reasonably possible changes MR AEEFE(FER) FBRERR
in the foreign exchange rates to which the Group has TREE IR AN EE) -
significant exposure at the end of the reporting period.
2016 2015
—E-XE A%
Increase/ Increase/
(decrease) Effect on (decrease) Effect on
in foreign (loss)/ in foreign (loss)/profit
exchange profit for Effect on exchange for Effect on
rates the year equity rates the year equity
HEE HERE
(E518),/FI78 Eapr ol (E FFH S (E5IB)RE HHERN
HEE 7 (F) VHE T
RMB’000 RMB’000 % RMB'000 RMB'000
ARBTT AR%¥TR ARBTT  ARETT
United States Dollars ET 10 (26,805) (26,805) 10 (45,442) (45,442)
(10) 26,805 26,805 (10) 45,442 45,442
Euros &T 10 (5,944) (5,944) 10 510 510
(10) 5,944 5,944 (10) (510) (510)
Hong Kong Dollars BIT 10 (106) (106) 10 (21) (21)
(10) 106 106 (10) 21 21
Japanese Yens HE 10 (100) (100) 10 (134) (134)
(10) 100 100 (10) 134 134
Chinese Yuans FET 10 (11,765) (11,765) 10 (11,964) (11,964)
(10) 11,765 11,765 (10) 11,964 11,964
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31 December 2016 RZ=—ZT—X F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)

44, Financial risk management objectives and 44. BIEEBEE B WREEK @
policies (continued)

(d) Currency risk (continued) (d) HMNERBR(#)
(i) Sensitivity analysis (continued) (i) SEEDWTE)

The sensitivity analysis assumes that the change in foreign BREAITHIREDRAEHEZZS
exchange rates had been applied to re-measure those B ERNEERMBESERRS A
financial instruments (excluding intercompany receivables 4 E HARIINERBNZEMETE
and payables which are eliminated in the consolidated (TEiEFEE M BRRPIEEN AR
financial statements) held by the Group which expose the FE WK IE R N FRIE) - DT EER
Group to foreign currency risk at the end of the reporting REEMBRERERZWREETES
period. The analysis excludes differences that would result WER - —T—HFNDNTEAERE
from the translation of the financial statements of Group HAEREIT o

companies into the presentation currency. The analysis
has been performed on the same basis as 2015.

B

O
IUHX
K

(e) Capital management

The Group actively and regularly reviews and manages its AEBBEGREHRIMEREERERE &
capital structure to maintain a balance between the higher SEEKFAEERESKRRBR - LR
shareholder returns that might be possible with higher levels BREEARMRTIRERNBEFREMRE FH
of borrowings and the advantages and security afforded by a BiGTE - TRELBEBELEEMAERER
sound capital position, and makes adjustments to the capital f%% °

structure in light of changes in economic conditions.

The Group monitors its capital structure on the basis of a AEBAEEBBEL REREERERE - 3t
gearing ratio. For this purpose, the Group defines gearing ratio hms  AEEHEEABLEERREE
as total borrowings to total share capital and reserves. BRRE AR AN REEER L E -
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31 December 2016 R-_Z— X FE+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (f BE ALY - UAREFIE)

44. Financial risk management objectives and
policies (continued)

(e) Capital management (continued)

The gearing ratios at 31 December 2016 and 2015 were as

44. BIEEKREERNREE @)

(e) BB

RZE—RErR-_ZT—HF+-A=+—H

follows: MEEBBLENT -
2015
—E—-RE —T—RF
note RMB’000 RMB'000
BaE AR¥T T AREETF T
Current liabilities: REBAE
Bank loans RITER 27 2,036,867 1,931,849
2,036,867 1,931,849
Non-current liabilities: FREBEE :
Bank and other loans BT REMER 27 179,780 348,144
179,780 348,144
Total borrowings BE#E 2,216,647 2,279,993
Share capital k&N 276,727 276,727
Reserves G 533,769 794,013
810,496 1,070,740
Gearing ratio EESBLR 273.5% 212.9%

RRE R BB QRS BREE TN
I BEARRE -

45. FEBA#SHE
RZZB—tF=A=+—0H  \BMNBEXERERA
ATEME])  BARARZ2EWBAR @ HBE
ERT(CERMHEBRARI([EERR]) ABI&
o ilutmE((&pE])  BERRAKERE
& RN IS B 1R B U 8 M B 52 F5 Y 378
BARAR([8MNEE ])63%MEE - REAAR
#£53,000,0007T ° 45X % ZREMNE T HMA =T
—NF+Z A=+ B ATHEERHIRMNERE
TEAENE  BMNRREEEETNEEBENAAR

Neither the Company nor any of its subsidiaries are subject to
externally imposed capital requirements.

45, Post balance sheet events

On 31 March 2017, Jinzhou Yangguang Energy Co., Ltd. (“Jinzhou
Yangguang”), a wholly-owned subsidiary of the Company,
and Liaoning Oxiranchem, Inc. (“Liaoning Oxiranchem”),
collectively known as the “Parties”, entered into an agreement
(the “Agreement”), pursuant to which Liaoning Oxiranchem has
conditionally agreed to sell and Jinzhou Yangguang has conditionally
agreed to purchase 63% equity interest in Jinzhou Aoke New Energy
Co., Ltd. (“Jinzhou Aoke") for a consideration of RMB53,000,000.
Based on the valuation prepared by an independent valuer appointed
by the Parties, the appraised value as at 31 December 2016 of #104,696,0007T ° FEA & - 8RS K G HE A RN
Jinzhou Aoke is approximately RMB104,696,000. Upon Completion, 55100 % #E &5 M 87 M B 52 1§ B R AN R B ) 2 B Y
Jinzhou Yangguang will own 100% interest in Jinzhou Aoke which BRral-

will become a wholly-owned subsidiary of the Company.
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31 December 2016 RA-ZT— X F+-_A=+—H

(Expressed in Renminbi unless otherwise indicated) (BB ABFRAEIN - UARETIE)
45. Post balance sheet events (continued) 45. FEA#ESHE®)
Further, pursuant to the Agreement, Jinzhou Yangguang SN REHE BN ERGRE LS KE
has conditionally agreed to sell and Liaoning Oxiranchem has ERFHRERBRERRARSGHERENER
conditionally agreed to purchase 100% equity interest in Golmud ARI(HEEARE])100%HE - REAARE
Solargiga Energy Electric Power Co., Ltd. (“Golmud Solargiga”) for a 155,400,0007T ° £ &7 ZHEAVBE LA ERAZE
consideration of RMB155,400,000. Based on the valuation prepared —RNETZ A=+ HAMHEEEEERBARE
by an independent valuer appointed by the Parties, the appraised HITEENE  BRABABEAETHEBNR
value as at 31 December 2016 of Golmud Solargiga is approximately AR#155,973,0007T °
RMB155,973,000.
On 31 March 2017, to facilitate completion of the Agreement, RZB—tF=A=+—H  BHEZKZHE -
Jinzhou Yangguang and Liaoning Oxiranchem entered into a SRINFG R s R AT B E A AR - ARRRER
debt settlement agreement for purpose of settlement of certain BMNRFEMBERARGLEENE TEENEME
indebtedness and other liabilities in relation to Jinzhou Aoke and f& o
Golmud Solargiga.
46. Statement of financial position of the 46. < B B IEAR R 2R
Company
Information about the statement of financial position of the P& AREE B AR RMBARRAROERT ¢
Company at the end of the reporting period is as follows:
2016 2015
—EB—AE —T—RF
RMB’000 RMB’000
AR%TR AR¥TT
Non-current assets FEREBEE
Investments in subsidiaries RIB AR KA 1,478,500 1,357,852
Current assets mENEE
Cash at banks and in hand RITRFEES 529 515
529 515
Current liabilities RE8E
Other payables Hot R A 3,759 1,281
3,759 1,281
Net current liabilities REBEEFE (3,230) (766)
Total assets less current liabilities EEHAERABEE 1,475,270 1,357,086
Net assets EEFE 1,475,270 1,357,086
Capital and reserves BERR A E
Share capital A& 7 276,727 276,727
Reserves (note) =) 1,198,543 1,080,359
Total equity SRR 1,475,270 1,357,086
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31 December 2016 R=—T—A~"F+=-A=+—H
(Expressed in Renminbi unless otherwise indicated)

(BEEEBEN  UARKETIE)

46. Statement of financial position of the

Company (continued)

46. XA TR TR @)

Note: Mz -
Share Exchange Accumulated Total
premium reserve losses equity
R3S E ELEE RitEE ERBE
RMB’000 RMB’'000 RMB’000 RMB’000
ARBFIT ARBETT ARMBFIT AREFIT
Balance at 1 January 2015 R-Z-HE—-A—AN&EH 1,731,645 (165,004) (589,424) 977,217
Changes in equity for 2015: “E-AFHNERSE
Loss for the year FEBE - - (867) (867)
Other comprehensive income L ETON - 104,009 - 104,009
Total comprehensive income 2ERALLE - 104,009 (867) 103,142
Balance at 31 December 2015 and R-Z—HE+=-A=+—H
1 January 2016 E=E2E—XRE—A—BN&E& 1,731,645 (60,995) (590,291) 1,080,359
Changes in equity for 2016: TE-AFHEESE
Loss for the year FEERE - - (2,194) (2,194)
Other comprehensive income i EETON - 120,378 - 120,378
Total comprehensive income FEBALLEE - 120,378 (2,194) 118,184
Balance at 31 December 2016 R-ZB—XRE+=ZA=+—H
K4 1,731,645 59,383 (592,485) 1,198,543

47.

Approval of the financial statements

47. #LEM R E|RE

BEEGER T tF=A=+—HRELFAH#
HATE R -

The financial statements were approved and authorised for issue by
the board of directors on 31 March 2017.
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