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Consolidated Statement of Financial Position
A at 31 Docombar 2017

ASSETS

Hon-current nssets
Propearty, plant and equipment
Lease prepaymenis

Intangile assals

Goodwil

Ineestmants i joing veniures
Iviastments in associales
Available-for-sale financial assets
Oihiar non-cuttent assels
Dwdarred income tax assets

Total non-gurment assets

Current assats

Irvvritor o

Trade recaelvablas

Bills recatvable

Prepayments, depasits and olher receivablas
Duse from point veniuras

Pladged bank balances and time daposits
Cash and cash equivalents

Total current assets

TOTAL ASSETS

EGQUITY AND LIABILITIES

Equity attributable to equity holders of the Company

lssued capital
Aespres
Ratained profits

Man-cantralling intnsts

Total equity

Noras

14
15
17
18
25
12
10

27

31 December
2017 2018
RME mifflon RME milion
{Rostatod)
{Maote 2.2)
15,005 13,873
1,207 1,288
4,237 3,618
1,763 1,798
36,658 40,540
14,614 12,598
174 174
18,257 14,377
2,520 2,134
97,635 B0.ALT
10,207 8,735
6,000 4,138
14,605 15,416
28,611 20,205
13,573 8672
10,511 B, 845
33,350 30,851
114,857 04,862
212,492 185,079
B,616 B.E16
14,565 12,716
85,020 75,304
108,201 06,728
6,795 6012
114,906 103,638

The noles on pages 100 o 189 farm an nbegal part of the consolidated fnancial informalion,
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Consolidated Statement of Cash Flows

For iha yoar anded 31 Docombar 2017

Year endad 31 Decamber

2017 2018
Nofes RAMB millfon FME milian
{Restaled)
{MNate 2.2)
Cash llows from operating activities
Profit bafan Ecoma tnx 15,776 15,731
Adjustmpnts for:
Sharo of profits and lossos of joint ventunes and associalos [16,781) {13,563}
GainfiLoss) on disposal of items of proparty,
plant and squipment and laess prepayments, net G 13 (i1}
Amonisation of lease prepayments 8 &7 66
Provsion/Roversa of) provision agenst inventories: G 218 E4)
Impasnmant of rade and ather recenvables ] 166 533
Exchangs losseaipaina], net G 24 ()
Depracistian G 1,758 1,672
Impasmant of Hems af property, plant and aquipmaent & 268 2
Amortisatan of Intangibie assats [] 418 324
Finance expenses 7 592 445
Interest income 5 {1,031) (B34}
Government grants 30 {121) (26}
Gain on other equity Inerest ransaction (2 (&)
2,370 4,083
Increasa in (rade and bills recelvables and
prepayments, daposits and other recaivables {1,456) (3.862)
(Incraasa)/Decraass in inventories (1.687) 14
Decrassa/{incraasa) In amounts aue Trem joing veniures 233 {1, 330)
Increase in irade and bills payables,
ang other payabies and sccnuals 8,404 10,528
Increase in foana and recelvablas from financing senvices {8,762) (7,309}
Increase in cash deposits received Trom Rnancing saneces 1,988 1,104
Increase in a mancatory reserve with the
Paopie's Bank ol Ching {894} {329)
Incréasa in amounts dua to joing ventures 5,001 1,606
Incrodase in provisions 178 252
Cash genaratad from oparations 5,472 5,057
Interaat paid {161) {2a7)
rocscanog R el {1.161) {1,182}
Het cash flows from operating activities 4,150 3,538

The notes an pages 100 o 189 ferm an mbegial part of the consolidatad nancal inlsrmation.
207 Annual Report 57

165/275



EDINETOOOO
000000000000 0O(E5974)
Oooooood




EDINETOOOO
000000000000 0O(E5974)
Oooooood

167/275



EDINETOOOO
000000000000 0(Ees974)
Oooooooa

arrpany Limited ks a joint slock limited bikty company incorperated in the Poopl's
'Pﬁﬂ'} The registerad office of the Company is located at Special No. 1 Dongleng
_ﬂmmﬂmm Hubal, tha PAC.

In the soinicn of the directacs, the halding company &nd the Wtimate holding company of the Company is
 Dongleng Malor Corporation ("OMCT], & state-cwnid enterprise established in the PRC,

2.1 BASIS OF PREPARATION

Tha consofidated financial stalemants of the Group have been prepaned in accordance with &l applicable
Imernational Financial Reporting Standards (*IFRS") and the disclosure requirements of tha Hong Kong
Companies Ordinance Cap. 622, The consolidaled financial statements have been prepared under the
historcal cost comantion. These financial stalernenis are présented in Renminbl [*AMB”) and all values are
rounded 1o the naarest million except whan ofharwise indicated,

Tha preparation of financial statements in confomity with IFRS reguires the use al certein a!&:dmnﬁrn
estimates. i also requires managemeant lo exercise lts judgement in the process of applying the Group's
gccounting policles. The araas Involving a higher dagree of judgement or complexity. or eraas whare
assumptions and estimates ane significant to the consalidated fnancial statements are oisciosed in Note 3.

Basis of consolidation

The consalidated financial statements includa the financial statements of the Company and its subsidiariss
for the year ended 31 anhwﬂ1?.ﬂuﬁwrﬂﬂﬂqmmtéulﬁwﬂﬂnﬁnmamaﬂhuﬁm
reporting paiod as the Company, using conslstent accounling policles.

The results of the subsidiaries are consclidated from the date on which the Group obtains control, and
continue 1o be conscdidated untdl the dale that such control ceases.

Profit or loss and sach component of other comprahensive incomea are attinbuted o 1the equity holders of
ttu‘.’_}l_:rrlpﬂn'_rwidh&nrmumimirqhtmﬂn,mﬂlﬂnmﬂnhhmhnﬁukﬂqmﬁnrmhq

a cheficit balance. All infra-Group assets and (laollities, equity, income, expenses and cash flows relating to
trensactions batwesn mambears of the Group are eliminated in full on consolidation.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

BASIS OF PREPARATION (CONTINUED)
Basis of consolidation (Continued)

Tne Group reassesses whather or not it controls &n investes il facts and circumstances indicate that there are
changas to one of more of 1he thres slamants of control described In the accounting palicy for subsldasiss
boiow, A changa in ownorship inforost of o submdinry, without o loas of contral, i accountod for as an oquity
fransaction.

11 the Group keSes conlrol over & subsidiary, I derecognizes (i) thi assata (including goochwil] and listilities of
the aubsidiary, () the carrying amount of amy non-controlfing interesl and (i) cumulntve trensiation differences
recorded in equity; and recognizas (ij the fair value of the consideration recelved, (1) the falr value of any
invatment retained ard (i} amy resulting suiplus or deliclt in profit o loss. The Group's share of compoanents
presiously recognized n other comprehonsve ncoma |8 reclasalfind to profit o loss of relaned profils. as
appropriate, on the aame basis as would be required il the Group had directly disposaed of the relaied assets
on kabdities,

Adjusimanis ara made 1o bring into line any dizsimilar accounting policies that may exist,
BUSINESS COMBINATION UNDER COMMON CONTROL

In January 2017, the Group acowred 100% squity Inferesat of Dongleng Motor Enginearing Co., Lid. "Dongleng
Engineanng’) from & subsidiany of DMC. For: this busingss comtsnation under common control, the financial
Infarmation of the Group and that of Dongfeng Enginearing have been combined, by wsing the pooling of
Inereats method, as §f the Group scquired Dongfeng Enginearing from the beginning of tho earfiest financial
period presented. The net assels of the Group and Dongleng Engineering are combéned using the existing
bock values from the controlling parly’s perspective. Mo amounl s recognised In considaration for goodwil
or excess of the Group's inferest in the net falr value of Dongleng Engineering’s Identifiable assets, lisbllities
and contingent labkilities over the cost of acqulsition at the time of comman conlral comaination. The
diflerence between the consideration and book valie of Dongleng Enginesering et the time of common control
combination | teken to the reserves of the Group. The comparative figures of this consolidated linancisl
Information have been restated.

2017 Annual Report

169/275

EDINETOOOO
000000000000 0(Ees974)
ooOooood

101



EDINETOOOO
000000000000 0(Ees974)
Oooooooa

% the Financial ISta‘tements (Continued)

mm Decambe: 2017

4
= [N ACCOUNTING POLICIES AND DISCLOSURES
) o - -"'._.II?

() New and amended standards adopted by the Group

The following rew standards and smendmants to standards are mandatory for the fiest time for the
financial year hegineing 1 January 2017,

*  Amendments o IAS 12 “Income taxes® on the recognition of deferred tax assats for unresized
Inssas clarfly how 1o account for delered 1ax essets related 1o debt insiruments measured at far
L,

- Amendments to 1AS 7 “Statement of cash flowa” introduce an additional dsclosure that will
enable usars ol inarcial statements o avaluate changes n fiabaitias arising fram h'uunl:lnn
aethitiog,

. Amendmant to IFRS 12 “Disciosure of Intergsl in other entities” |s part of the annual
iImprovemants to IFRSs 2014-2016 cycle, |t clarifias that the disclosure requirement of IFRS
12 is appécable to intarast in enlities classified as held for 2ala excep! for summarized financial
information (para BT of IFRS 12),

The adoption of thase standards did not have any significant impact on the Group's rasults and
financhal position.

(i} New standards and interpretations not yet adopted
A number of new standarda and amendments to standards and interprefations are not effective
for periods beginning efter 1 January 2017, and have not been early adopled in preparing lhese
conaalidated fnancial statement, The Group has stared assessing the full iImpact of the amandments
and standards and intents to adoot the amendmeants no later than the respective alfective dates

of the new standards and amendments. The naw standards and amendments to standards and
intenpratations are set out Delow:

IFARS @ Financial Instrumeanis

Nature of change

IFRS & addresaes the classification, measuemant and cerecognition of financial assats and finanaial
Habilities, imroduces new rules for hedge accounting and & new impalirment model lor fnancial assals,
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.3 CHANGE IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(i) Mew standards and interpretations not yet adoptad [Continued)
IFRS 8 Financial Instruments (Confinued)

frpact

The Group does not expect the new guidance 1o have a significant impact on the classification and
maaairemont of ts finencial aseols for th following reasons:

- A lair value through other comprehensive Income (FYOCH) election is available for the equily
instruments which ang curmently clasaibed as avallable-fod-sale (AFS).

. Equity inveaiments currently measured al fair value through profit or loss [FVPL) will likely
continug 1o be messured on 1he same besls under IFRS 8.

Thare will ba no mpact on the Group's accounting for financial liandities, as the new requiremants anly
affect the accounting for finencial liabilibes thal are designated ai far value through proft or loss and
the Group does not have any such liabliiies. The derecognition rules have been transferred from IAS 33
Financial Instrumenis: Recognition and Measurement and have not bean changead,

The new impairment model requires. the recogrition of Impairment provissons based on expected cradd
bosses ([ECL) rather than only incuimed credit losses 85 1s the case under [AS 30, 1T appliss (o financial
asgats classified at amorlized cosi, debt imstruments measured at FVOCI, contract assets undar
IFAS 15 *Revenue from Contracts with Customers®, laasa recetvables, loan commitmanis and certaln
[inancial gueranies conlracts, Based on the sssessmenis undertaken to dale, the Group does nol
expact matarial changs 1o tha Insa sllowance for rade daehtors,

Tha new standard also ntroduces expandad disclosure requiraments and changes in presaniation. It
s expecied to change the nature and extent of the Group’s discloswres about (15 financlal instruments
particularhy in the year of the adoption of the naw stancard.

Lata of adoption by the Group

Must be applied for financial years commencing on of after 1 Jamuary 2018. The Group will apply

the new rules retrospectively from 1 January 2018, with the practical expedients parmitted under the
standard. Comparalive ligures for 2017 will nat be restated.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.3 CHANGE IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(i) Mew standards and interpretations not yet adoptad [Continued)
IFRS 16 Leases
Nature of change
IFAS 16 wes lssued in January 2016. it wiil result in-almost al leases being recognized on the bafanca
shiet. s the distincticn Belwedn oparating and financs leases i removad, Under the naw standard,

an aasef {the rght 1o use the leased ilom) and & fnancenl liability o pay rentals ara recognized. The anly
exceplions are shorl-lenm end kow-vaiue |leases. The accounling for lessors will nol significantly change.

Impact

The standard will affect primarily the accounting for the Group's operating leases. As at the reparting
date, the Group has non-canceliabla operating lesss commitments of AMBS 943 millon. Howsver, the
Group has not yat determinad to what extent thesa commitments will reault in tha recognition of an asset
and a liability for future payments and how this will affect the Group's profit and classiication of cash
Tioriva,

Sama of the commitmants may be coverad by the exception for shart-terrm and low-value leases and
Soime comimitments may refale to arangaments that will nol quality as eases under IFRS 16.

Date of adoption by the Group
Mendatory for financlal yesrs commencing on or afler 1 January 2019, Al lhis siage, the Gioup doss
nod ntend o adopt tha stancard before its effective date, The Group intends to apply the simpliied

transition approach and will not restate comparative emounts for the year prior fo first adoption.

IFRS 10 and IAS 28 Sale or Conirfbution of Assets beiween an investor and Iis Associate or
ot Venture

Maiure of change
The amendments address an inconsistency between IFRS 10 and |AS 28 in the sale and contribution
of assets batwoan an imvastor and s assooiole or joint ventura, A full gain or loss Is recognized whan a

transaction iwolves a business. A partial gain or less is recognised when a transection involves assets
that do not constilute a business, even i those asssels ars In 8 subsidary,
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i ﬁbjegito the Financial Statements (Continued)

. For the year endad 31 Dacember 2017

L

2.3 CHANGE IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)
(i) New standards and interpretations not yet adopted (Continued)

e e

IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its Associate or

Date of ackption by the Group

Mandatory. applicalion date has nol bean delermined by ASHE, and the Group will not edopl the
siendard betore mandatory application date,

Thare are no olihae slandards that are nat yad otfactive and that would b expected 10 havwe a minteral
bmpact on the antity In the curment or future reporting pariods and on foresseable future transactions.

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Subsidiarias
A subsidiary |2 an entity {including 8 structured entity), directly or ndirectly, controlled by the Company.
Gontrod s achieved whan the Group is exnosed, of has rights, o varabla returns friom its invelvernent with iha

Inwestes and has the ability to alfect those returns through ils power over the investes (.e., sxisting rights that
give tha Group the current ability to direct the relevant activities of the irvestae).

When the Company has, directly or Indirectly, less than a majonity of the voling or simiar rights of an investes,
the Group conaiders all relevant facts and circumstancas in assasaing whather it has power over an investes,
Imchuding:

il the conraciual arrangement with the olhar vote hotders of the nvestes;

(i rights arising from other contractual arrangemeants; and

{#]  the Group’s voting nghis and polential voling rights.

The results of subsidiaries are included in the Company’s income statement to the extent of dividends recaved
and receivable. The Company's investments in subsidiaries are stated at cost less any impaimment losses in
the Company's siatemel of fmancial position.

Invastmants in associates and joint vanluras

An associale is an entity in which the Group has a long-1erm interest of generally nol less than 20% of the
equity voling rights and ower which it is in & position lo exercisa significant infiuence. If the Greup halds less
than 20% of the equity voling nghts of tha invesiea but can cleardy demonatralo i has signilicant influenco
over the investes, the Group accounts such investess as associates. Significant influenca is the power to

participate in 1he fnancial and operating policy decisions of the investea, bul is not controd of joént contnal over
s policies.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments in associates and joint ventures (Continuad)

A joint venture Is & type of joint arangement whenby the parties that have joint control of the arrangement
Fawvi righta 1o tha net assals of tha joint vaniura, Joint contral, = the contractually agread sharing of contrad af
an arrgngament, which xists ony whon decisions about tho relevant acinilios nequire Ihe UNANIMKUS congent
of the partias sharing controd,

The Group's investmaents in asseciatos and jolnt winlures are statad i the consalidated statemant of finnncial
peaition af the Group®s share of ret assets under the equity method of accounting, less any impainmont
losses, The Group's invesimenis in associales and joinl ventures inclede goodwill identifisd on scquisition,
Upen the acoussstion, any difierence betwesn the cost of the Rsscciates and joint venlures and the Group's
shara of the nat falr value of the associatos and joint ventures, Identifiable assats and llabilites s acocountad
for-az goodwill or share of profit of associates and joini veniures,

Adjustmants are made 1o bring Into ling any dissimilar accounting policias that may exist,

The Group's shane of he: post-acouisiion results and ofher comprehensive incoma of assoclates and joint
veniures is included in the conscéidated Income statement and consolidated other comarehensive Incoms,
respactively. In addition, whan thera has been & changs recognized directly in the equity of the associats or
jodnt veriure, tha Group recognizes its share of ony changea, when applicable, in tha consolidaled statement
of changes in equity. Urrealized gains and hosses resulting from trensactions between the Group and iis
asgociates or joini ventures are eliminated (o the extent of the Group's mestmants In the associates or joint
vantures, except where unreaized losses provde evidence of an impairment of the asset transferad. Goodwil
ariaing from the acqulsition of asacciates and joant veniures |s included as part of the Group's inveatments n
Ba30Ck{Es Of joinl veniures.

If an investment in an associate becomes &n kwvestmant in & joint venture or vide versa, the relained interest is
ot remeasured. Instead, tha investment confinues 1o be accounted for under the equity method. In all other
cases, upon loss of significent Influence over the associale or joint control over the joint veniura, the Group
measues and recognizes eny retained investment al its falr velus. Any ditfference between the carrying amount
of the associate of joint venturs upon loss of signliicant infiuence or joint control and the falr value of the
ratained iwestmeant and procesds rom disposal |8 recognized in profit or loss,

The resutls of assoclates and joint venturas are included in the Company’s iIncoms slatement 1o the exent of
dividends recelved and recatvabla, The Company's kmvestments in essoclates and joint ventures are treated as
noan-curmenl assefs and sialed al cosl less any impaiment losses,

Whan an investmeant in an associste or a |oint venture Is classified as held for sale, it I8 accounted far in
acoordance with IFRS 5 Mon-currant Assats Held for Sale and Discontinued Operations,

2017 Annual Report 107

175/275



EDINETOOOO
000000000000 0(Ees974)
Oooooooa

mmﬁ%mwwm“mmﬂmz;mmum
unmmmm Tha consideration tranaferad is messured at 1he acouisition dats fair velie which iz
wmmmmmumdmwmwwm Rabdithes ansurmod by tho Group
mwmmdmmmnmmmwwammmmmmh
uqtht Furumwmmﬂummmmmmmhmmﬂm
'hmmmmmmmwmwmﬁmua propartionate sharg of nat
@381 in fhe eveni of iouidation either af ioce value or al the proportionate shar of the acquires's identifiable
risl assels, All ather cotponmnts of non-controlling Interesls are mesasurdd ol faie value, Acguisition-relsled
mmmnndﬁmm

When the Group acquires a business, i assesses the financisl assets and liebilites assumed for approprials
classification and designation In accordance with the cantractual 18ms, economic circumstances and
pertinent conditions as at the acquisiton date, This includes the saparation of embedded derivatives in host
contracts by the acquires.

It the business combination s achigved In stages, the previously held eguity Interest |s remeasured at is
acquisition dats lalr value and sy resulting gain o loss Is recognized In profit or loss.

Ay contingent consiceration (o be ransferred by the acquirer (= recognized at tair value &t the acquisition
date. Contingent consideration classilied as an asset or liability that is a financial instrument and within the
scope of IAS 30 is measured at falr value with changes In alr value ether recognized In profit or loss or as a
change to other comprehenalve income. If the contingent conaldaration s not fall within the scope of LAS 30, it s
maasured in sccordance with the appropeiate IFRS. Contingant consideration thal is dessilied as equity i nol
remeasured and subsequant setilement i sccounted for within eoguety.

Goodwlll s initially measured at cost being the excess of the aggregale of the conslderation transferred,
tne amouni recognized for non-controling interests and any falr value of the Group's previously neld equity
Intergsts in the acowree over the identifisbie net assels acouired and liablities assumed. If the sum of this
considaration and other items hhw“mﬂnhkﬂau[ﬂnmlmmﬁachmd,ﬂmdﬂfmmimaﬂm
assessmeant, recognized in proft or koes &s & gaen on bargain purchase,

Alier initial recognition, goodwill s measured at cosl less any accumulaled mpeairment losses. Goodwill is
tested for impairment annually or more frequently I evants or changes In clircumstances indicate that the
carrying value may be impaired. For lhe purpose of impelrment lesting, goodwill acquired in a business
combination is, from the acqutsition date, allocated to sach of the Group's cash-genarating unds, or Groups
of cash-generating units, thal are expected to benafit from the synergies of the combdnation, imespective of
whather other assats or llablities of the Group are assigned 1o those units or Groups of units,
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Business combinations and goodwill [Continuad)

Impairment is determined by essessing the recoverable amount of the cash-generating unit (Group of
cash-ganarating unite), 1o which. the goodwill relates. Whars the recoverable amaunt of ths cash-generating
urt ([Group of cash-genorating unita) i less than the carrying amount, an mparmaent koss is recognized, An
Imparmant loss recognized for goodwil |s nol reversed in & subsequent pericd.

Whasre goodadll hne besn allocated I & cash-genprating unit (o0 Group of cash-ganerating units) and part &f
the cperation withan that unit is dispesed of, the goodwill associated with the operation disposed of s mcluded
Iry the carrying amourd of the operation when determining the gein o ioss on the disposal, Goodwill disposed
ol In these circumstances is messUned on the basis of the relative value of this operation disposed of and the
portion of the cash-genesaling unit retalned,

Impairment of non-financial assets

Whare an indication of imparment exista, of when annual impalment testing for an assat & reguired, the
assel’'s recoverable amount is estimated, An assel’'s recoverable amount is the hegher of the asset’s or
cash-genarating unit’s fair valug less costs of disposal end s value In usa, and B determined for an Indvidual
easat, unless the assel doss not generate cash inflows that are largely independant of those from other assets
or Groups of asaata, in which cass the recoverabis amount 2 datermined for tha cash-genermnbing unit 1o which
fhe assel belongs.

An imipairment ioss is recognized ooty if the carmdng amount of an asset exceeds iis recovarable amount, in
Baseazang value in use, the estimated future cash fiows are discounted to thalr present value usEing a pra-tax
discount rale thaf relecis curment markel assessments of the lime value of money and the risks speciic lo the
aszat, An mpairmeant losa s chamged to the incoma stalement in perod in which it aises in those axpanss
cafegorias consdstant with the function of the impaired asset.

An assessment ls made at the end of each reporting period as to whather here s an indication that previously
recognized impairment losses may no longer exist or may have decreased, H such an indication exisis, the
recoverable amount is estimated, A praviously recognized impalrmant loss of an assst other then goodwill
I reversed only If there has been a change in the estimates used to determing the recoverabla amount of
tnal assai, but not to an amount higher than the carmang amount that would have been determinad (net of
depreciation/amaortization] had no impairment loss been recognised for the asset in prior years, A reversal of
such an mpalmmant loas is credited to the income statement in the pariod in which it arkaas,
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and depreciation

Property, plant and squipment, ofher than consiruction in progress, are staied st cos! less accumulated
depraclation and any impaiment lossas. Whan an iten of property, plent and equipmaent |s classifed as hald
Tor sade or wnon i1 is part of o dsposal Group closssfiod oz held for salo, it is not deprociated and is accounted
for in accordance with IFRS 5, a3 further explainad in the accounting policy for “Non-cument assets and disposal
Groups hald for sale”. The cost of an ilem of proparty, plant and equipment comprises its purchase price and
any cwrectly attributable costs of bringing the assel 1o 18 working condition and lscatien for b2 intendad use.
Coat may also include ronslers from aquily of ary geing or losses on gualiving cash fiow hedges of foraign
currency purchases of propefly, plant and equipmen.

Expendilure incurred after preparty, plant and sgquipment have baen pat into opeeation, sich as repars and
maintenance, i normally charged to the income statement in the panod in which it s Incurred, In sfustions
whare the recognition criteria are satisfied, ihe expenditune lor @ major inspeciion is caplialized in the camying
amount of the asset as a replacement, Where significant pests of property, plant and equipment are required
to ba replaced &t intervals, tha Group recognizes such parts as individual assate with specifc uselul lves and
depraciates them accerdingly,

Depreciation |s calculsted on thie straight-ine basis to write off the cost of each item of proparty, plant and
equipment gvar its estimated ussatul lite after taking into account its estimated residual valus over the estimated
Laaeful lite as follows:

Estimated useful life

Bailidings Ower 10 to 45 years
Ptant and equpment Cwvar 5 to 20 years

Where parts of an lem of proporty, plent and equipment hovae different useful lives, the cost of that itom s
allzcated on a reasonable basls among the parts and each part s depreciated separalety. Residual values,
usaful lives and the depreciation mathod are reviewed, and adjusted if appropriate, at least af each financial
year end.

An [term of propesty, plant and equipment including any significand parl indially recognized s derecognized
upon disposal or when no future economic benelits are expactad from its u=e or cisposal. Any gain or loss

on digpoeal or relirement recognizad In the income slatemant in tha year tha assel is dérecognized is the
differance between the net sales proceeds and the camying amaunt of the relevant asset.
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% the Financial ISta‘tements (Continued)

mm Decambe: 2017
{r.
#:41 "BUW?F SWFIGAHT ACCOUNTING POLICIES ([CONTINUED)

1 N

mm;lﬂ?éqipmmt and depreciation (Continued)

Wﬁh“hnﬂwumwm.pﬁmmm under constniction, whch are stated at
coat less any impairmand Insses, and are nol depmciated. Cost comprises the dirsct coste of construction
and capitaiized borrowing costs on rolatod borrowed funds during the period of construction. Construction
hmhmmuwmulmﬂm plant and aquipment whin completed and
rﬂdrhruu

Intangible assets (other than gaodwill)

Intrngible asaats acquired separately ame messued on initial recognition 81 cost, The cost of intangibls assats
acquined |n a business combination |s the falr velue &8 at the date of acquisition, Tha useful lves of intanglle
assets ase assessed (o be elther finite or indsfinite, Intangible azsats with finite Hves aze subseguently
amoriized over the usahl economic lite and essessed for impalrment whenever Thore is an indication that the
umﬂ:haﬂtnn#mmﬁumﬁmﬂnnpuhdmﬂlhmhﬂunm&hﬂimmhmnﬁhﬁm
with a finita ussdul bfe are reviewed at loast at aach financial year end.

(#  Patents and licenses

Purchaged patents and llcenses ore atated at cost lass any imoaiment lesses and are amartized on the
siraighl-line basis over their estimated useful flves of 3 to 15 years,

{4} Research and development costs

Research cosis are expensed & incurred. An intangible asssl arlsing from devalopmani expandiiure
an an indhvicual progect = recognized anly when the Group can damonstrate the technical frasiblity of
completing the Intangible assst eo that it will be avallable for wee or eale, te intention to complate and
its abllity 1o use or sell the assal, how the asset will generate future economic banafits, the availability
of resowrces 1o compdels and the abiity o messure reliably the expendifure during the development.
Following the initial recognition of the development expandiure, the cost model is epplied requiring the
amélh:b&cmiada!omhmmr accumulated amartization and acoumulated imparment losses. Amy
expenditure capitalized is amonlized cvar the parod of expected future sales from the related project.

The carrying value of devaelopment costs (s reviewsd Tor imparmant annually when the asset is not yel
in use, or more freguantly when an indication of impairmeant arises during the yoar,

f)  Customer refationships

Customer relatiohships are stated at cost less any impairment losses and are amortised on straight-line
basis over their estimated csaful ives of 17 years.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Lease prepayments

Lease prepayments represent ecqulsition cosis of lend use rights less imposrmant losses and ane amarized on
th strasght-ling basiz over e leass farms,

Operating leases

Liazes whoro the lassor retaing subatantially all the risks and rewards of awnarship ol the laazed llema
are clossiied as operating leases, Operaling leass payments orea recognized as on expenso in the incoma
statament on (he straighl-ling basis over the leasa tenma.

Investments and other financial assats
1 Inftlal recegnition and measurament

Firancial assate are ciazsified, at indlial recognition, as kans and recalvables, and avallabla-fos-zala
financial invesiments, as appropriate, When financial assels are recognised inikely, they are measured

al falr value plus transaction costs that are attributable 1o the acquisition of the Enancial assals, except
In the casa of financial assats recorded at (air value through profif or ioes.

All reguler way purcheses and sales of financial asseis ara recognised on the trade date, that is,
the date that the Groug commits to purchase of sell the assel. Regular way purchases ofr seles
are purchases or sales of financial asssEts that requine delivery. of asasts within the perlod generally

esiabishad by regulation or comvantion in the marketplaca,

fli)  Subseguen! measuremarnt
The subeaquent maasurement of financial assets depands on ther clazsification as folfowa:
Loans and recetvables
Loans and receivables ame non-damvative fimancial assets with fixed or determinable payments that
are not guoted i Bn active market, Afler initial measwrement, such assels ere subsequantly measured
at amartized cost wsing the effective interes! method less any allowance for impairmant. Amortized
cost |8 caloulated taking into account any discount or pramium on acquisition and includes fees that
are an integral part of the effeclive inlarest rale. The elfeclive interest rale amorlization ks ncluded in

ather income In the income statemant. Tha loss aneing from impairmeant s recognized m e incomea
siatemant in finance costs for loans and in ofher expenses lor receivables,
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% ‘the Financial Statements (Continued)
-ended 31 Decarrber 2017
fr'
apulncnur ACCOUNTING POLICIES (CONTINUED)

Wﬂﬁfﬂr financial assets ([Continued)
R Subwequent M'm'“ urement (Continsed)
Avaiable. for sk fnancial imvestmonts

Avallable-for-saie financlal investmeanis are non-derivative financial assets in lsted and unlisted equity
Eestonts and dobd securities. Equety immstmants classifiad a8 avalable for sale are hose which are
nedther clasalfied oa held for rading nor designated os ot foir value through profit or loss. Dett sacunities
i this categery are those which are intended to be held far an indefinite perd of time and which may
b soidl in reaponse fo needs o iquidity of In response 16 changes in the market conditions,

Aftar initial recognition, avaliable-for-sale finencial investments are subsequently measurad af falr
valua, with unrealized Qains of 105585 recognized as olner comprenansive moome In the reserve untll
the Invesiment (s derecognized, &1 which time the cumulative gsin o ices = recognized bn the Income
atatarmant in other income, or untl the investmant la determined fo be impalred, whan the cumulathve
gain or 1oss is reclassified from the resarve 1o tha income slalemant in gains or losses. Intarest and
dividends sarmed whilst holding the avalable-for-saie financial Invesimenis are reported a3 interest
Income and dividand income, respactively and are recognized in the ncome statemant as other income
In aecordance with tha policies at out for “Resenus recognition” Beiow,

When the fair value of unlisted equiy mvestments cannot be reliably measured because (a) the vanabdty
In the ranga of masonable fer valus estimates |s significant for that investment or (o) the probabiiities of
the varous estimates within tha range cannot ba reasonsbly assessad and ugsad in estimating fair vatue,
swech inwesiments are staled at cosl less any impalrment losses.

The Group evaluates whathar the abllity and intention to eall it svallable-for-gsle financiel asssts in
the near term are siill appropriate. When, in rare circumastances, tha Group is unable to trada thesa
financkal assels due 1o Inective merkets. the Group may elect 1o reclassily these financlal assets If the
managemant has the abdity and intention 1o hold the assels for foreseeanie future or until maturity,

For & Sinancial sasel reclasaified from the availeble-for-sale category, the far vales carmying amount at
the date of reclassification becomes iis new amortized cost and any previous gain or loss on 1hat assel
that has bean recognizad in equity Is amortized to profit o [gss over the remaining life of the imestment
using the efisctive intarast raie. Any difference batween the new amortized coat and the maturity
amount 5 also amortized ovar lhe remmaining lile of the asset using the alfective inlerast rate. Il Ihe assel
is subsequently determined to be impaired, than the emount recorded in equity 13 reclassiied 10 the
ncome statement.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Deracognition of financial assets

A fnpncial asset for, where appicebia, & part of & financial asset or part of 8 Group of similsr Nnancial assats) ks
primesly derscognized when:

. the rights to recenve cash Rows from (e assst have axpired; of

* the Group hag transfered e rights to roceive caan fows from the assol or has assumed an obligation
to-pay the received cash fliows in full without matensd delay to o third parly under a “pasa-through®
amangement; and ether [a) he Group has irenslerred substantially all the risks and rewards ol the assel,
or [B) the Group his nelthar transtorrad ror imtsned siubstantialy ol the risks and rewards of ths &5sal,
bim hae fransterred control of the assal.

Whin the Group has transferred 118 rights 1o recelve cash flows from an asset or has entered into a8
pass-through arrangemant, it evaluatas if and to what extent it has retained the sk and resmards of ownarship
of tha aszet, Whan it has naither transferrad nor retained subsiantially a8 the risks and rewards of the assst
nor tranafered control of the asset, the Group conlinuss (o recognize (ne transferrad assat [o the extent of
the Growp®s continuing involvament. The transferred asset and the associated liability are measured on & basls
that refiscts the rights and obligations that the Group has redalned.

Impairment of financial assets

The Group assesses at the and of each reporting period whether there (= any objective avidence that a
financial asset or & Group of finanzial asssts s impaired. An Impalrment axists Il ons or more avants that
pocurred alier he inflial recognition of the assel have an Impact on the eslimated future cash flows of the
financiM asast or the Group of finencial assets that can be reliably estimated, BEvidence of impaimant may
Incleds indications thal 8 debtor or a Groun of debiors s expariancing significant financial difficulty, dafault or
dedingquency In inferast or principal paymants, the probabdity that they will anter berkruptcy or other financial
renrganization and obeervable data incicating that thene (s a messiranle decreass In the estimated future cash
flows, such as changas in arrears or economic condifions thal correlaie with defaults

i Fingncial assels carried at amortized cost

Fo financial assats carried 8t amorfized cost, the Group first essesses whethar mpaimment exisis
inaividually for financial assals that ans indnidually significant, or collactively for financial assets that are
not individusly significant. I the Group delermines that no objective evidence of impairment exisls for
an inddually assessed financial assel. whelhar significant or not, it mchudas the assst in a Group of
financial aszets wilh similar credil risk charactedstios and collectvely assesses them for imoairment.
Assats that are individually assessed for impalrment and for which an impaimeant loss is, or conbinues
o be, recognized are nol included in a collective assessment of impalment.
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% the Financial ISta‘tements (Continued)

mm Decambe: 2017

-— d
ﬁ&’"ﬂumﬁ'WHMT ACCOUNTING POLICIES ([CONTINUED)

mm&»ﬁﬁiﬁéﬂm (Continued)

Tho amount of any impairmeont loss idomifiod (s moasurod as the differonca botwoen The assat's
carrying amount and (he pressnl value of estimated fulure cash flows (sxcluding future credif lossss
that have not been Incurred), The present valus of the estimatad futuse cash flows Is discouniad &
tha firancisl asset's orlginal effective Inmons! rate (Le., the efiective Interast rale computed at initial
recognition],

The carrygng amount of the assal is reduced through e use ol an alowance account and tha amount
af tha [aes iz recegnized in the Income statemant. Interest income continuss to be aceroed an the
reduced carnang amount and is accrued usng the rate of interest wsed o discount the fufure cash
fiolws for the purpase of measuring the Impadrment loss. Loans and receivables together with any
associated allowrnce are written olf when thers |s no realistic prospact of future recovery,

If, in & subsequeni period, 1he amount of the estimated impairment loss increases or decreasas
because of an event occurring after the impelrment was recognized, the previously recognized
mpaimment loss is Increased or reduced by adjusting the alowance account. f & fulure write-off is iater
recovernsd, tha recovery o craditad to the income statemand.

W) Assets carried at cost

Il thara iz objective evidence that an impairmani lcas has bean Incurred on an unguctad aquity
instrument thal ks nol carrled al faly value becausss s lair value cannot be redably measured, the
amount of the loss i measured a8 tha diferenca betwaen 1he assal’s camying amount and 1he presant
vatua of estimated fulure cash flows discounted at the cumren! market rate of return for & similar
financial assat. Impairment losses on theas assets are not reversed.

(i) Avallable-for-sale financial Instruments

For available-for-sale Investimanis, the Group assesses at the end of sach reporling period whather
there s obyective evidence that an ivestment or 8 Group of Investmends. i impaired.

It an availabla-for-sale asset is impaired, an amount compising the differonce botween its cost (net of
any principal payment and amorlization) and ils curent falr valus, less any impairment loss prenviously

recogrized in the incoma stateman, is removed from ofher comprehensive incomea and recognized in
the mcomea statemant.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairmant of financial assets (Continued)

i) Avafiable-for-sale financial instrumen s (Continued)
In tho case of aguity invesimonis classliod os availabio for sabe, objectvg evidenco would include o
significant of prolonged deciing In the farr value below Hs cosl, “Significant” is evalualed against the
original cosat of the Investment ano “prolonged” against the pemod In which the feir value has bean
bl s sgingl cost, Whids thata |3 vidence of impalrment. ths cunulatve loss - moaluned as (e
differance batwaeen the acquisition coal and the currant fair valee, less any impasrment loas on thal
investment previously recognized in the income statement — is remaoved from other comarehensie
income and recognized in the mcome stalement. Impairmant l0ssas on equity instrements classitied

ag svaleble for sals are not roversed theeugh the Income statomant. [ncroases in thair fair values afior
mpairment are recognized directly in other comprehensive income.

Financial liabilities
{1 Initial recognition and measurement
Financial Eabilities are clasaified, af initial recognifion, as loans and bormowings.

All inancial fiabdities are recognzed initialy al fer value and, in the case of bans and borrowings, net of
directly attrioudatie fransaction costs.

Tha Group's financial fabilities inclede trade and other payables, amcunis due fo joint venturea and
mberasi-baaring loans and borrowings.

il Subssquent messuramaent
Tha subsequent measurement of financial llabllibes depends on thalr classification as foliowrs;
Loans and borrowings
Aler initial recognition, Inlerest-baaring loans and borowings are subseguently measurad &l amodtized
cost, using the effective interest method unless the effect of discounting would be immaledal, in which
case fhey are stated ot cost, Gaing ar losses ane recognized n tha inoome statement when the Fabiitias
are derecognized as wall as through the amortization process.
Amaodtized cost s calculaled by taking into account any discount er premium on acquisition and feas

or costs that are an integral part of the effective interest rate. The effactive interest rale amortization is
inciuded in finance costs in the incoms stalemant.
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% ‘the Financial Statements (Continued)
ended 31 Decarrber 2017

f:
RY WFIEAHT ACCOUNTING POLICIES (CONTINUED)
fmﬁmmﬂﬁ-ﬁﬂ liabilities
A tingncia wwwmm“mm the Habillty is tischarged or cancelled, or expires,

When an existing financial kability i replaced by anather from the samo jonder on substantiolty differant tarms,
whmnlmnhmm“mumhﬂymm such an exchangs or modification Is freated
mndﬂﬂwﬂﬂmﬂhmﬁﬂﬂﬂumu recognition of & new liabliity, ana the diference batween the
Pspcive carmying ansunts s recognized in th Beoma statemant.

Offsetting of financial instruments

Finencial agsats and financial liabllites are atlset and the nat amount is repostad in tha statement of fnanclial

poston if, there i= & currently enforceable iagal right 1o offsat the recognized amounis and thene iz an intention

1o satte on @ net basis, or to reallze the assels and saille the Eabilites simultanecustly, The legally enforcaable

right must nat ba contengant on futures svents ano must be enlorceabia in thie nomal coursa of busness and

ini tha event of dafault, insolvancy or bankruptey of the company or thi counterparty.

Inventories

Inventones ore valued al tha lower of cost and net resizable value.

Costs incurred In bringing each product 1o iis present location and condibion are accounted for as foliows:

Rew materisis Purchase cost on the weighted average bagla

Fineshed goods and work in progress. Cost of direct malenals and laoor and & proporiion of manulsc buring
owarhaads based on the normal operating capacity but excluding
barrowing costs

et realizable value |5 the esfimated selling price In the ordinary course of business, less estimated costs of
completon and the estimated costs necessany 1o make the sale.

Trade and other receivables
Trade and other receivabies am recognized and camed at thair original amounts less the allowance bor amy

uncobeclible amounts. An estimate for doubthd debis is mada whan collaction of the full amound is no konger
probable. Bad debls are wrilten off when idantifiad.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cash and cash equivalents

For the purpoas of the consclidated statement of cash flows, cash and cash equivelents comprise cash on
hand and demand deposits, and short term highly liquid invastmanis that are readily converibla info known
amounts of cash and which ano subjoct to an nsignificant nsk of changes in value, and havo o ehort matunty
of generalty within three months whan acquired, less bank overdrafts which are repayable on demand and
form an integral part of the cash managemant of the Group.

For the purpose of the statement of financisl position, cash and cash equalents compriss cash on hand and
al banks, Including ferm deposity, and assets similar in natuie 1o cash, which are not realricled as 1o use.

Provisions

A provision (3 recognized when 8 presant obligation (legal or consiructive) has arisen as a result of a past
event and it is peobable that & fubure outflow of resounces emibodying economic benafits will be required 1o
sattie the obigation. provided that & reliable estimate can be mada of the amount of the chligation.

When the effect of discounting is material, the amount recognised for a provision |s the present value al the
end of the reporting period of the future expenditures expectad to be required 1o ssttle the obligation. The
imcroase in the dacounted presant valus smount araing from the passage of tima = ncluded in *Finanoce
cosiE” in the income stalemant.

Income tax

Income tax comprsss current end delened lax. Income tax relating to dems recognized oulside profit or loss s
recognized calside prof o loss, alther in olher comprahansive incoms o directly In Bouity.

i Current income tax
Current 18x essets and liabllities for the curent and prior perlods are measured at the amount expected
to ba recovered from or paid to the taxation authoritiss, based on te rates (and tax faws) that have

baan enacted or substantively enacted by the end of the reporting period, taking into consideration
interpratations and practices prevaling in the coundries in which the Group operates.
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'3 Decarrbar 2017

Doforrod tax is provided, using the iabilty method, on all tomporary diffarences at the oad of the
reporling period betwesn the tax beses of assets and lisbilities and thair carrying amounts for financial
Inp ﬂ- g pum EII.I.'

Daterred toocliobilities are recognized for all tovable iempornry ditferances, excenl:

- whare the deferred tax labaity arises iram tha inltial recognition of an asset or lanilily in a
tranzsction that is not & business combination and, at the time of the tranzaciion, afects naithar
the accounting profit nor taxable profé or lozs: and

- i respect of taxsbis temporary differances assoclated with investmenis In subsidiaries,
associates and joint veniures, whare tha timing of the revaresl of the temporary differences can
be controlied and 11 is probable that the emporary diferences will Nol revassa in the foresasable
future,

Dalorred lax assels are recognized for ol deductible temporary differences, the carryforvard of unused
tax credits and any unused tax losses, Defesred tax assels are recognized (o the extent that it is
probabie that faxable prafit will be availsble agenst which the deductibie temporary differences. and
the camyforward of unusad tex eredits and unused tax losses can be ublized, except:

- whan the deferred tax assal relaling 1o the deduclible termporary differences arises from the
Initial recognition of an asaat or llablity in 8 fransaction that s not & usiness combsnation and,
af tha time of tha transaction, affects neithar the accounting profit nor takabls prafit or loss; and

. delerred Income tax assels are recognized on deductiole temporary differences: arising from
Imvasiments in subsidiaries, associates and joint arrangemaeants only to the extant that it |s
probabéa the tomporary diffarsnca will revarsa in the future and thers is sufficient taxabla profi
available against which the temporary difference can be ulillsed,

The camying amount of deferred 1ax assets is reviewed at the end of each reporting petiod and reduced
to the extant that it is no longer probatble that sufficient taxable profit will be avedabls (o alow all or pan
ol the defarred 1ax assets io be uliized. Unrecognized delasred lax assets are reassessed at the end
of each reporling penod and are recognized fo the extent thal it has becoms probable that suffcient
texable profit will be evaileble 1o allow all or part of the daferred tax aseets o be recoverad.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income tax (Continued)
i)  Deferred income tax (Continued)

Dodorrod tox ossols and kabilites one moasuned at the (o rolos that ore expected 1o apply 1o tho period
when 1he asset is renlized or the kabllity is sellled, based on tax rates (and fax ‘aws) thatl have bean
enacted or subsiantively enacied at the end of 1he reporting period,

Dolerred lox assats and defered tax Nobilites are ofize! If o legally enforceable night exists to sat off
current tax assets against current tax kabities and the deferred taxes relata (o the same laxable antity
and thi same taxation sutharity,

Government grants

Governmant grants are recognized at thelr talr valuss whare thara |8 reasonabie assurance that the grant
will ba recelvad and all attaching conditions will be complied with. When the grant relates to an axpansa
iem, it is recognized a8 income on & systemalic basis over the periods thal the cosats, which 0t k8 imended to
compensale. are expansed. Where the grani relates (o an asset, the falr value |s creaited to a deferred Income
aecount and Is redeased o the income statemant over the expected useful Me of the relevant asset by eoqual

Irentalmenda of daducted from the carrying amcunt of the ssaat Bnd releassd 1o the income statement by way
of a reducad depreciaton change,

Revenue racognition

Revenue is recognized to the exent thal il is probable that (he sconomic benafits will flow to the Group and
thie revenue can be reliably maasured, The following specific recognition crileria must also be mel batore
revenua s recognized:

i Sale of goods

Revenus is recognized when the signéficant risks and rewards of ownership of the goods have bean
passad {o the buyer and the amount of revenus can be measured rallably.

il  Rendering of services
Revenus g racognized by reference 1o the stage of completion. Stage of complelion i measured oy
rafaranca to the labor hows incurred to date as A percaniage of the total estimated labor hours lor

each conbracl. YWhare tha conlract oulcome cannol be measuned reliably, ravenim is recognized anly to
the extant of the expensas that are recoverable.
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% the Financial ISta‘tements (Continued)

mm Decambe: 2017
— y
@%:&"’BUMQFIWHGAHT ACCOUNTING POLICIES (CONTINUED)
PR e -
(). Intorest income
rn'bnrul incl:lrml is recognized as interesl incomo on an accrual basis, wsng the offective intorost
method by lpplm the rate that exacily discounts the estimated future cash recelpls over the
W_ﬂnulmmmmwm carmying amaodmt of the fnancial asset,
fiv)]  Dividend income
Revenue |s recognized when the shamsholders' right 1o receive payment nas been establisned.
Employee benefits
] Retirement benefits
The Group's contributions to variows defined contribution pension schemes regulaled by 1he relevant
municipal and provinclal governments 0 the PRC and a supplemental pension scheme reguiated oy
OMC are expensad &3 incurred, Furthar detalls of the defned contribution pension schames and the
supplamental pension schems ars sal out in note Gla) balow,
M) Medical benefits
The Graup’s confributions to various defined contribution medical bensfit plana organized by the
relevant municipal and provincial governments in the PRC and a suppliemental meomcel benafil plan
organized by DMC are expansed as incurmed. Further details of the dafined contribution medical baniafit
plans and the supplemanial medical benafit plan are 851 out in note G{b] balow.
)  Cash housing subsidies
Cash housing subsidias represented payments to ths housing subsidy plans implemented by the Group
in 2000, Cash housing subsidias relaled o past services of employess wete fully recognized in the
income statement on a ona-cff basls in the year of implemeniation of 2000, Cash housing subsides

related to present sarvices of employeses are recognized in the Income statement when Incurred.
Further details of the housing subsiay plans ara sat oul In note Gic) below.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employes banefits (Continuad)]
fiv)  Termination and early retirement benefits

Termination and early retiromeont bonofits aro payablo whonovor an omplayog's empiaymont |5
terminated bafore the normal retirement date or whenever an employes accepts volunlary redundancy
n exchange for these benafits. The Group recognises termenation and esty retivement bensafits whan
it ks domonstrably commitied eithar to tarminating e omployment of current amplovens accsrding
to o detnled formal plan without the posaibility of witherowal or to providing lermination benofMs as o
resull of en offer mede 1o encourege vountary recundancy, Further detalis of the lermination and early
ratiremant banelit plan ane set out In note Bid) below,

Borrowing costs

Borrowing costs directly attributabia to the acquisition, eonstruction or production of quallfying asseis,
i.e., agsals that necessarily taka a sulbstantial periad of tima to get ready for thalr intended use or =ale, are
capiaized as part of the cost of those assals, The capitalization of such borrowing costs ceasss when the
assels are substantially ready for thelr intended use or s&le, [nvestment Income sarned on he lemparany
Investment of specific bormowings pending for thelr expenditure on qualifying assets s deducted from the
borowing costs capitalized. All sther bemawing coals are expansed in the perod I which thay s incurred,
Borrowing costs consisl of interest end other costs that an entily incus in connection with the bomowing of
funds.

Dividends
Final dividends proposed by the directors are classied as a sepamaie alocation of retained profits within the
equity saction of the statemant of financial position, until they have bean approved by the shareholders In

a genaral mesting. When thess dividends have been approved by the shareholders and declared, they ara
recognized as a lability.

Foreign currencies

i Functional and presentation currency
llems inchuded in the financial statements of each of the Group's entities ore measured wasing the
currency of the primary economic emvironment in which the entity operates [“the functional currency™).

The consolidated financial statements ase presented in Renminbl "AME"), which ks the company’s
Tunctional and the Group's presantalion curency.
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H:lmlmmmwmﬁmlm translofod mto tho functional currency using tho oxchonge ralos
muhﬁﬁﬂhmhmmm“mmnme
mmmmmmmmmummmmmomm at year-end
mxchangs rates of monatary asseis and kablilies denominaled = lorign curmoncHEs &n recognized In
the income statemant, except when deforred in ofher comprehenaive mcome as qualilying cash Bow:
hedges and qualitying net investment hedges.

Changes in tha falr valus of debt securilles denominated In faresgn cumrency classifled as svallable Jor
saie arg analyzed behween iranslation diffsrances resulting from changes in the amortized cosat of the
secur(ly and other chenges (n the camying amount of the securty. Tranalation differences related to
changes in amorfized cost are recognized In profit or Inss, and other changes in carmdng amount Gre
recognized inother camarahanaive mooma,

Transtation differences on non-monetary financlal essels end lisoilities such as equites held ar fair value
through peofit or boss are recognized in profit or koss as part of the feir velue gainor koss. Translation
diffarencea on nan-monatary tinancial assets, such as suities clascified as avaliable for sals, are
mcludaed in other comprebensive income,

) Group companies

Thie results and linancial positlon of all the Group entities (none of which has the currency ol &
hyper-inflaticnary economy] that have a functionsl cumency different from the presantation currency are
translatad [nio the presentation cumrency as follows:

- assals and liabilities for each balance shesl presentec ara franslsted at the closing rate at the
date of that balance shesl;

- Income and axpenses for each income stalement are translated at average exchangae raiss
{unless this average s not-a reasonable approxamation of the cumuative effect of the rates
prevalling on the transaction dates, in which case income and sxpensas are translated at the
rate on the dabes of the transactions); and

- all resulting currency franslation differences are recogmesed inother comprehansive incomea.

Goodwill and fair value adjustments anrsing on the acquisition of a forsign entity ane treated as assets

and liabilities of the foreign entity and translated al the closing rale. Currency lranslalion differences
ansing are recognired in other comprehenshea incoma,
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (Continued)
fiv) Disposal of forelgn operation and partial disposal

On tha disposal of a forgign oparation (that is, o deposal of the Group's onting interest in o foroign
operation, or a disposal mvolving loss of contral over a subsidiary that includes a foreign operation,
a disposal Invelving koss of joint controd over a joint veniure that Includes a forelgn operation, of &
digpesal wolving logs of signifean! influencs over an asgociate that includes a foraign ooeration), all
of this currency transintion ditferences accumdlated in equity in respect of thal opeation attebutabls (o
the ovwners of the compary ere reclassified to profit or foss,

In the case of @ partial disposal that doas not reault in the Group loeing contral over a subsidisry that
includes a foreign opaetion, the proporionate share of saccumulated currency fransiaton differancas
are re-altributed 1o nan-controlling Inferests and ane not recognised In profit or Icss, For all other partial
dizpoaals (that s, reductions in the Group's ownarship inlerest in aasoctates or joint vantures that
da not result In the Group losing significant influence or joint control), tha proporficnate share of the
accumudsied exchange differance ia reclassiied to profit or loss,

3. SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Groups fimancial statements requires management 1o make judgements, estimatas
and assumptions that affect the reporfed amounts of revenues, expensas, assals and labdities, and their
occompanying discloauros, and tho disclosune of contingent liabilites. Uncorainty about thesse assumptions
and estimates could résull In outcomes that coold reguire a material adjustment io the camying amounts of the
B588ls or Kabilites sffected in the future.

Estimation uncertainty

The key essumplions conceming the future and ofher key sources of estimaton uncertanty al ihe end of the
raporting paviod, that have a significant risk of cawsing a8 material adjustmand to the camying amounts of assets
and labiifies within the next financial year, are describad Delow,

i Warranty provisions

Provislons for warranties granted by the Group and its JVs for the passenger and commencial vehiclas
s0id are recognized based on sales volume and past experence of the cast of repair and replacemant.
The key judgemant adopted by managemant as part of ihe process includes detarmining the estimated
unit coat of warranty provisions of passanger and commaercial vehicles sold. The calculation of the
estimated unit cost Includes a number of variable faciors and assumplions Including changes of
aypectad occurrence of repair or replacemant and the changes of labor and parts costs.
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& the Financial Statements (Continued)
ended 31 Decarber 2017

— 7
. SIGNIFICANT ACCOUNTING ESTIMATES (CONTINUED)
Estimation uncortainty (Continued)

Ssgnificant managoment judgement 1 required 1o dotorming tho amount of doferrod tax assots that can
be recognized, based upon the ikely liming and level of future taxable Rrods together with luture tax

i) ncome tax

Ther Group need 1o pay the mcome ax in ssveral (urisdction, Signiticant judgement |8 raguired in
datarmining the worldwida provizion for incoma taxes. Thera am many Iraneactions and caiculations
Tor which the ullimata tax datermination iz uncertain. The Group recognizes Rabdties for enficipated tax
audil Issues based on eslimates of whether additional taxes will e dug. Wnare tha final tax outcoma of
these mattess |s differeni from the amounts thal were initially recorded, such diffsrences will Impact the
eurrent and defemed incoms tax assale and kabdillas in the pedcd in which such determination ls mada.

v} Impalrment assessment of Property, plant and equipment and (ntangible assets impalrmernt
assassmenis

Az al 31 December 2017, certan Properly. plani and equipment (PPAE") of the Group and its Jvs
hed imparment Indicators, either becalise manuecturing of certain products has been ceased, or the
economic perormance of caraln production lines of the Group and its JVs were conlinuously balow
axpactation. In aasecaing tha recoverabllity of the PPAE that had impalrmant indicalor, managament
ol the Group and the JVs ldeniifed he relevant cash generation unite *CGUS®) lo wiach theze PPAE
baiong. respactively, and estimated The recoverabla amounts of these GGUs basad on the higher of
thedr fair valus less costs of dsposal (*FYLCOD®) and value in wee (WVIU®) calculation, Management used
Wil fo assass the recoverabdity of the CGUs and applied significant judgemants in datermining tha ViU
calculation. The judgements Include growth rates to exirapolate revenue and cash fiows within and
bedyand the budget period gross mangin and discount rale,
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

REVEMNUE ON SALE OF GOODS AND SEGMENT INFORMATION

Oparafing segmants ara raported i a manmes consistent with the intarnal reporting provided (o1 ohiol
cperating declsion-maker. The chiel operating decision-makar (s responsible for allocaling resources and
23569500 parformancs of the oparaling segments.

Revonue on sie of geods ropresonts the imveiced value of goode sold, nat of value added fax, consumation
fax and ol sahes taxes, after slowances for goods returms and trede discounts, and afler eliminations of all
significant intra-Group ransactions,

For monagement purposed, the Group is organised inlo bussness units based on thesr products ond services,
and has four reporiable operating segments &s foliows

- The commercial vehiclos sagmant malnly manutactures and gales of commarsial vahiclas, and e
related engines and other aLtomatve peris

- Thia passsngaer vahicles segment manly manufactures and sales of passanger vehicles, ano s related
anginas and other automative parts

- The financing sanvice segmeant mainly provides Bnencing senices to exiemal CUSIOMETs and companies
within the Group

- The corporate and others segment mainhy menulaciures and sales of other automobss related products

Management monitors the results ol the Group's operating segmenis separately for the purpose of making
decalons about resccce afiocaticn and performance assesament. Segment parformance (s evaluated based
on operaling segmeni profil or loss and |s measured conalstantly wilh profit or loss in ihe consolidated
financial statemants, Howevar, Group finencing (nchuaing finence cogta) and Income faxes ars managad on 8
Group basis and are not allocated to oparating segments.

As the chief operating cecision maker of the Group considers that most of the Group's consolidated reven.us
and results are attributable 1o the market in the PRC, the Group's consolidated assets are mainly located
Inside the PRC, no geographical infomation |s presentad.

Dunng the year ended 31 December 2017, no revenus from transachions with a single external customer
amountad fo 0% or more of the Growo's total revenue.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

REVENUE ON SALE OF GOODS AND SEGMENT INFORMATION

(CONTINUED)

Year ended 31 Decembar 2016

Segment revenue
Saias 10 extemal customers
Saers 10 intimal clatomens

Results
Segment resulls

Interast incomea

Finance expanses

ham of prafs and kosses of;
Jaint vertures
Associatos

Froft beloes income tax
Incoma Lo axponsa

Profit for tha year

Other segment Information
Capfal expandifurs:
= Proparty, ptant and equipment
- Intangibla aasets
- Leass prepayments
Depreciation of property, plan]
and equipmearnt
Amortisation of inlangile sssels
(Rovonsal alyproveion agan
Irreriorios
Impasrmant kases
Wamanty provisions

Commercial  Passenger
vehicles b=

[Financing Corporate
Erice &nd oihers

Elimination Total

[Fostatod) (Ruessatod) {Rostated) [Rustang [Russinted) {Ruatated)
43,218 TEE56 24310 351 = 122535
B0 - 78 - {1084 o
43,268 TEE56 2358 35 {108y 122.535
266 1,354 1279 f,fn 884 1,780
340 an - Tae 03y 234
(445)

336 11,758 219 [B4E] - 11,685

- 1,466 ] 2 - 1.8a7
15.731

it.278)

14,455

750 1,600 5 a7 - 2.382
778 353 T a - 1,142
116 188 = i - 101
743 BT 3 2] = 1,672
204 4 2 111 - |
4 18 - 2 - 1B4)
325 ar 149 o = B35
A78 703 - - - 1471
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

PROFIT BEFORE INCOME TAX [CONTINUED)

2017 2016
Nofas HMEB mitlion HAAE million
(Rectated)
Inchudad in othar axponsoa:
Gainaflosaes) on disposal of (tema of property, plent
and equipmeni, net 12 (2
Ganaflosses) on disposal of lease prepayments 1 (1]
Impairment of items of propery, plant and equipment 13 268 2
Impairmeant of trade and ather receivables 165 533
Warranty provisions 28 1,361 1,471
Research costs 3,385 3,004
Royalty fea 1,146 1,051
Other exchange gaineflosses), net 24 (0}

(a) Retirement benefits

The Group's emplayees In the PRC are covered by various defined contribution pension schemas
rogulaied by ik revant municipal snd provinciol goviernments in the PRC pursuani bo whbch hs
murscipal and provincial govwenmenis undartale 10 assume the ratemant benalil chilgations payabla
o &8 exaling and retired employess.

In addithon to the delined conirbution penslon schamas regulated by the relevan] munlcipal and
provineial govemmeants in the PRC, the Company and most of s submidiarias and joint venbures ineatad
in tha Hubai Prosinco (zoloativoly refomrod 1o as 1he “Hubol Entites”] alse participato (n a supglemental
pension scheme reguisted by DMC (the *Scheme®), pursuant 1o which the Hubel Entities are required
to mike contribudlons based on certen percentages of the wages of the empioyeas to the Schema on
a manthly basa, whareas DMC undorinkes 1o assume the suppiemantal pengion abligations and othar
pansion benefita payable 1o the employess of the Hubel Entities. The Group has no further obligations
for the supplemental pension obligations and other pansion penalits bayond the confributions mads.,
The conlribations to th Schema made by the Hubel Entities are axpensad as incunmsd.

In sccordance with the arangement in place end for administrative reasons, the contrbutions to the
Schame ans settied directly by sach of the Hubel Enlities bassd on the amounts of their respective
contribkifions requined to be homa.

OMG has agresd with the Company that it shall continue (o aasume the supplamental pensian

obdigations and oiher pensicn benslits payebie to the employess of the Hubel Entities and the Hubel
Enilitiss shall continua o make coniributions ta the Scheme, on a monthly basis, based on certain

porceniagesa of the wagea of thoir ampioyess. OMC Fas sise agreed (o indemnify tho Company Sgaenal
any losses which may arise |t the employees of the Hubel Entities claim against the Hubel Entities for
thesr supplemental pension obligations and other pansion banefits under the Schame.
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BLds i i

OME TAX (CONTINUED)

> contributes on & monthly basis to various cefined contribution medical benefit plans
1 oy tha relevant municipal and provincial governmants in the PRE. The municipal and
provincial governments undertake to assume the medical benefit cbligations of all existing and rotired

In acditan, the Hubel Entities alss partcipate in o supplemantal medical benait plan regulated by DMC
pursuant towhich the Hubet Entities ane requined (o conlribule cenain percentages of the wages. of thair
qﬂhﬁ_mﬁumm:hph:umnmwﬂﬁmhmdmm“lumﬂumw
medical banaft abligations payable 1o the qualiied employess of the Hubel Enbities. The Group nas no
further otligations for suppamantsl medical banafils bayond the confnbutions: made. The contributions
mada by tha Hubal Entities are expensad as incumed.

DOMEG has agreed with the Company that it shail continus io assame the supplemental medical banafit
obdigstions payable 1o the gualiied employess of the Hubal Entiies and such companies ehall contings
to make manthly contributions o the supplemental madcal benedl plan based on cartain pacaniages
of ihe wages of their qualifisd employesas, DMG has slsc agreed (o indemnify the Gompany against any
losses which may arise if the ampioyees of the Hubel Entities clalm against the Hubsl Entities for thair
sipplemental medical benafits.

() Cash housing subsidies

In 2000, tre Group implamentad cash housing subaldy plars, parsuant to which the Group undertock
the obiigalson to pay cash housing subsidies Lo its sligible empioyess who had not been allocated
housing quarters or who had not been aliccated housing quartars up o the prescribed standards.
Ratired amployess of the Group sxieted at the tima of the implementation of the cash housing subsidy
ptans ware entitied to the banefits under these plans. Employess who joined the subsidiaries and
joint ventures from 1 January 2003 onwards and the retired employees of these subsidiares and joini
vaniures wera not entitied to any benefits under the cash housing subaldy plans,

For cash housing subsidies related to sendce perods balore 1 January 2000, they wera fully recognisad
as expanses upaen implemeniation af the plans in year 2000. For cash housing subsidies retated to
sanice periods sterling from 1 January 2000, the payments a made on @ monthly basis commencing
from January 2000 for a period of up to 20 years for employess without being allocated housing
quariess and for a period ol 15 years or employees baing allocated housing guarters which ara nol
up ta ihe prescribed siandards. Tha monthly payments are recognised in the income slatement whan
kncurred and are in Bne with the service parsods of thess employess.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

DIRECTORS' AND SUPERVISORS’ REMUNERATION (CONTINUED)
T rsmunariition of evary direttor and the chiet executive i sat out bekow (Contnuecd):
For the year sndod 31 Decenibar 2017 (Continued):

Estimaled contribution to
maney vilug o relirement

Discretionary ol clher bannfil

Fews Salary banuses benafits schema Tatal
Hame RME00 RME D00 AME'GH0 AME 600 RME'G00 RME 000
Nen-gxecutive direclors:
Tang Dongcheng - L1l e 1 18 7
Ouyeng i = 41 04 11 18 w7
- a2 L] 2 3z TE4
 — —_— —ee ——r

Indeperdent non-exoculive

direcbors:
Ma Zhigeng 80 - - - - &0
Thang Xiaota &0 - - - - &0
Gao Kingha B . - - - ]
Chen Yunlai “r = - = - 147
w - - - - 27
w Gay 2040 183 20 3404

Supervisors
Ma Liangiz = 2t 28 b = 7B
Wen Shuzhong - 101 152 2 40 el
Ha W - 424 - i " 495
- sr 430 50 80 1,095

Independent supervisors:
Fhao Jun 43 - - - - 48
a3 ST a0 58 ) 1,143
————— —_— e —
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' Mntas,io the Financial Statements (Continued)
For tha yaar endied 31 Decamber 2007

8. DIRECTORS' AND SUPERVISORS' REMUNERATION (CONTINUED]
Tha remuneration of avery director and th chief axacutive Is sef out below (Gontinued):

For the year endad 31 Decembear 2016:

Discretionary of cttwr et
Feas Salary banuses bensfils: schema Tokal
Womia RMBTO0 RMENT RMBTO0 AVE 0 RMETO0 RME 000
Exscutive dineclons:
Zhu Yarlang - 186 2 45 B2 E02
Li Shanghu |Chinf Execuths) ~ 173 583 45 B2 BEg
- 350 a7 a0 124 1,370
Non-gxeculive direciors:
Tong Dongcheng - 163 576 45 2 B8
Oiyeng Jix - 163 563 43 62 B3
Liu Weidong - 163 585 45 2 BB
- 430 1,734 135 168 254
Independent non-execulive
direcbors:
Ma Zhigang 164 - - - = {82
Thang Kacta 166 - - = - 168
G0 Kinghe 185 - - ~ = 15
Chen Yunlai 165 - - - - 185
5] = - = = £S5
£E0 B .50 25 a0 4504
Supervisors
Ma Liangsla - 163 5] 52 2 o
Indaperdent superdsors:
g Jun ) = = = - 54
B 164 L &2 1 =<1}
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

DIRECTORS' AND SUPERVISORS’ REMUNERATION (CONTINUED)

No ratiremant Benofite or fermination banofits wars paid 1o dimclors oc suparnsors dunng the year andad
31 Decaember 2017, No consideratlions wors provided o thind partes for making swailable directors’ services
(2016; sarm],

During 1he yoar, no loans, quosi-lcans or other doalings was onterod into by the company in tavor of dineciors
of Supirvisors (2016 same).

No significant transactions, armangements and contraz!s in relathen 1o the Group's business 1o which the
Company was & party and in which a director of the Company had & materal infarest, whother dinsctiy or
Imedivescily, subsisted al the end of the year of at any lime during the yaar,

FIVE HIGHEST PAID EMPLOYEES

The fivée highest paid emplovess during the year did not include directors (2016: nd drectors). detais of whosa
remunaration are sel out in nots 8 anove. Detads of the remuneration for the year of the five 2016: five)
higheat pald employees who are neither a dinector nor a supenvisor of the Compary are s follows:

2017 2016

RMB 000 RMEDOD

Salanes, alowances and benefits in king 3,898 3,366
Baonuses 5,530 T7.545
Ponsion schems conlributions 551 - -M'@

0,970 11,360
e ———

The number of thesa nan-directar and non-supaniscr, highes! paid employees wWhosa remunaratian fell within
ihe laliowing bands is as lollows:

Number of employtes
2017 2018
FEMEN 600,001 - RMER, 000,000 ] 1
RMEZ 000,001~ BRIE2 500,000 1 4
& 5
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For tha yaar enciad 31 Decamber 2017
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J ﬁbteito the Financial Statements (Continued)

10. INCOME TAX EXPENSE AND DEFERRED INCOME TAX (CONTINUED)

Censolidated income statement

ooOooood

Consolidated statoment and statemaent
of financial position of comprahensive income
As at 31 December Year ended 31 December
2017 Hie 2017 2016
RME million AMEB rmilttiorn RME millien RME rmilton
{Freatated) (Resiated)
Deferred tax assels:
Assels impaiment 222 187 {25) {74}
Accrusd expenses 1,542 1,248 (204} (152)
Warranty provisions 325 288 (371 (44}
Wages payable 146 17 33 {26}
Tax Iossas cany-lonwards - - - 118
Interast received in Bovince 215 163 152) (163)
Oihears Ta 5E {11} 11
Gross deferred ti assals 2,520 2.134 (3886) (330}
Dalerrad 1o Rabiilios:
Fair value adustments arising
lecen aecuisiton of comtiols in
subsidariss (20 {103 (13 {13}
Realocation subsidy received
frem government (95 - 99 -
Uniremitled aamngs of oversaa
businesses [1,364) {1,199 1687 280
Gross defered tax Eabilities {1.555) (1,202} 253 26T
[133) (63)
Reprasented by:
Daforred 1o credited o
congclidated income statement 159 (4g)
Deforred tax credited
1o consoadated ather
COMENAEN S RO 26 (14}

(133) 53}

140 Dongfeng Motor Group Company Limited
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

13. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)
Plantand  Construction
Busdings equipment In progress Total

Al 31 Docember 2015 and 1 January 2016

(Restated):
Cosl 1.077 17,749 2438 21,262
Accumulaled deprecialion and
Impasmant [328] [8,005) - {8,333}
Net carrying amount T4 8,744 2,436 12,924
At 1 denuary 2016, net of scoumuiatad
Diepreciation and impairrmernt 74D 9,744 2,436 12,920
Additions 1" 463 2100 2,574
Eain of control in subsidiaries 5 Ba - T
Disposals (16} (8} 13} (27)
Reciagsification 45 2278 (2.323) -
impaiment - {23 - (2}
Depreciation dusing the year {55} [1,617) - {1.672)
A1 31 December 2016, net of accumulated
dapraciation and Impalment T35 10,824 2210 13,873
e —
Al 31 Decermber 2016:
Cost 1.027 20,14 2,210 23,551
Accumulated depreciation and
Imparmant [Z88) (B,:380) - {5,678}
et camying amount 739 10,924 2,210 13,873
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

17. INVESTMENTS IN JOINT VENTURES (CONTINUED)
The financial information of material joint ventures (Continuad)
il Statement of financial position of material joint ventures

oL oPCA ; DHAC

2017 2016 2017 2018 2017 2016
AME milion  AMEmiln RMBmilian  AMS milon FME million  RME milon

Cash and cagh

ocuivalents 29,882 21,086 12,088 8,041 24,682 17,438
Ot cument assets

{exchucding cash) 67418 63075 5,048 8212 17,629 18,316
Total curent asssis a7,400 84,144 18,024 15153 42,581 35,754
Tolal non-cumen! aseats 44,008 A2,404 21,011 23,728 8,376 B.A23
Total asaets 141,409 126,545 38,945 38,581 51,956 44 677
Currant financial Nabdities

{Excluding account

payatle} (21 81 {3,950 = - -
Othsoe cungnt Robeliea

ncluding acoount

payatis) {82, 161) (68, TOB) 21,273) (22,668 {37.044) {3.713)
Total cuirrert kebsktes {B4,782) [70.180) (25.204) {22 BAE] (37,044 (31,743

Man-current Enzncial

labiites feoduding
account payatie) (25 (56} = [250) - -
Oiiher non-cirrant
labiitiea (ciudmg
account payabls) 6,805) [4.565) (2,243} {1,743 |2, 008y 11,667)
Total non-cument
Tabiities. {6,B30) [4.623) f2.243) 2,108 {2.068) {1.BET]
Total lisbiities g [T4.812) [27 448) [24,771) [0, 142y [33,380)
an-controling inleesats [8,541) [B226) - - - -
el sszels 41,258 43,507 12,459 14,110 12,814 11,287
S E———— T E——
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

23. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES (CONTINUED)

b} {Continuad)
Inciwded in the prepayments, deposits and other recelvables are the following balances wilh related
parthes:

2017 2018
AME millon RME milion
{Regatod)
OMG, 15 subsidiaries, associaies and joint ventures 627 BO6

WNon-comtnoling sharshodders of a subsidary and Uhesr
gubsidiariss Li 10
Associates 19 24
853 gag

The above balances ara unsacured, intarest-fres and have no fixed terma of repaymant.

e}  The balance of restricted fixec 1erm depossits within cne year i RKE1,000 million (2016: BMBO milon)
placed by the Company In a joint vanturs which is involvad in the provesion of financing services,

24. BALANCE WITH JOINT VENTURES

2017 2018
Notes AME mitlion R4S milion
{Restated)
Due from joint veniures, amoaoun
intarest-bearing loans to jodnt venbures 1,152 11
Divicends recalvabla from joint veniures 7,068 3 BTE
Ohers [1:13 4,453 4,686
13,573 BETZ
Less! Current poction [13,573) {8.672)

Hon-current porthon - -

Due to point vonrturos

Cash deposits in DFF (o) B,631 2,783
Ansing from acousaibion of GV businesses - -
Cihers [[:1] 4,988 5,746
13,620 6,528

Less: Current portion [13.68:20) {8,524)

Hon-current partion - -
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

25. CASH AND CASH EQUIVALENTS AND PLEDGED BANK BALANCES AND

TIME DEPOSITS
2017 2016
Maras RMB mitlion FME rmilian
(Rastatod)
Cash and bank balances 18,070 17,928
Timae depasis 25,791 18,4598
Resiricted fived form doposits within ona year 23 1,000 ~
Reatricted fixed tenm deposils over ana year 16by 2,000 3,000
46,861 40,496
Less: Pladged bank belences and time deposits far
securing genaral banking inclitlas [10,511) {6,645}
Less: Restricted fixed tenm oaposits within one year 23{ck {1,000} -
Leas: Reatricted fixed term depasits over ong yaar 15 (2,000) {2,000}
Cash and cash equivalenis as sfated in the conschdated
siatemant of financial posltion 33,350 30,851
Less: Mon-pledged time depossts with origingl maturity
al three manths or more when acquired {1,800} {1,127}
Cash and cash eguivalenis as stated in the consolidated
abatoment of cosh Bows 31,550 29,724
R — ————————

Tema deposils included RVMB200 million [2018; AMB200 million) placed by the Company in an assaciabe which
I invalved in the provision ol financing senvices and RMB1.800 miliah (2018 RMBE0C millien) placed By 1he
Company i a join venture which is involwed in the provision of financing senices,

Cash at banks aams iInterast at fleating rates based on daily bank deposit rales. Short Tarm time depasits
afe made lof varving periods of balwoan one day and thres months dopanding on tha mmedata cash
raquirements of the Group, and earn intadest al the respective short term ime deposit rates. The bank
balances and pledged deposits are doposited wilh creditwortiny banks with no recant history of ootault, Tha
carrying amounts of tha cash and cash equivalents and the plediged deposits approcdmate their ter values,

2017 Annual Report 165

233/275



EDINETOOOO
000000000000 0O(E5974)
Oooooood




EDINETOOOO
000000000000 0O(E5974)
Oooooood

235/275



EDINETOOOO
000000000000 0O(E5974)
Oooooood

236/275




EDINETOOOO
000000000000 0O(E5974)
Oooooood

237/275



EDINETOOOO
000000000000 0O(E5974)
Oooooood




EDINETOOOO
000000000000 0O(E5974)
Oooooood

239/275



EDINETOOOO
000000000000 0O(E5974)
Oooooood




EDINETOOOO
O000O0000O0Ooo(Es9r4)
oOoOooodn

Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

34. NET DEBT RECONCILIATION

Thes gaction sats oul an analysis of nel debt and the movemants in nol debt for each of the percds: prosented,

HNet debt 2017 2016
RMB mililian BME Milian
Cash and cash equivalenis 33,350 30,841
Borrowings - sepevable within ane year (Including overdraft) [14,495) {T.310)
Borrowings - repayabio aftor o yoar 12,308) {7087}
Met dab 16,454 16,454
Borrow. Borrow.
dua within duas aftor
Cash 1 yaar 1 yoar Total

AME e RIS vition AME o AME milion

Mal dabt as al 1 Janusry 2018 ez [8.851) {7, BE5) 17,398
Cash Nlows {1,061 (264) 636 (Fad)
Foreign exchange adjusiments - 38) (114) (152}
Othar non-cash movemants - {57} 57 -

Mot dotx as a1 31 Decombaer- 2016 30,851 (7.3 {7.0B7) 16,454
Cash llows 2,499 (3,084) 1,048 451
Forelgn exchange adyustments - [43) (408) {451)
Othar non-cash movemants - [4,051) 4,081 -

Mot debt as a1 31 Decambser 2017 33,350 {14, 4848) {2,3048) 16,454

1] LLigusd investiments compraa cument kvestmants that e traded (n an active market, being the Ceoup’s fnancial
nasets held ot fadr valus through profit of loas.
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

36. RELATED PARTY TRANSACTIONS

During thie year, in addition to those disclosad aleewhera n these financial stalemants, the Group had the
follcwing significant transactions with ils related partios:

(a) Transactions with DMC, its subsidiaries, associates and joint ventures, the Group's

joint ventures and associates
2017 2016
Nola RMB millian RME milian
(Rastnted)
Purchasas of automotive parsirm maneriass from
and paymant of rayaty lee ta: ]
= DMC, its subsidisnes, associnbes and
foint veniures 860 B56
= Joint vontures 16,611 13,197
- Agsnciatos 160 178
= Subsidianes” joanl veniures 3,728 2,369
= Non-controlling sharsholdirs of a subsidiary
and their subssckaries 182 14
21,541 16,436
Purchases of automobiies from joint ventures m 34,654 41.94ar
ey —
Purchases of water, steam and slectncity from DMC 1 574 5189
Purchases of ifems of property, plant and equipmant
and intangbie assals from: i
- DG, il subsidiaries, essociabes and
joint vaniures 18 42
= Joint vanturas 157 213
— Mon-controlling shareholders of a subsidiary
and thelr subsidierias 53 380
228 B35
—

Raental axpansas o DMG 128 121
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

36. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with DMC, its subsidiaries, associates and joint ventures, the Group's
joint ventures and associates (Continued)

2017 2016
Mol AMA mitilon BME milion
{Restated)
Provisions of servioes 1o 0]
— DMC, its subsidianies, essoclates and
Foint vaniures B =
= Joini waniures 63 172
= Bubsidinses" joint veniuns B 3
T8 17h
Interest sxpenss paid to; i
= DNMIC, its subsidiaies, associabes and
joint veniires a2 bl
= Joint veniuroes 139 30
181 B4
Interest iIncomes from; 1]
- DMC. its subsidianas. associates and
joint veniures T8 a
= Joind vaniures 14 12
— Associales 2 =
k13 b
Fea and commission incomas from: i
- DMC, its suibsidianes, essociabes and
joint vaniuras - 3
= Joint wvenlures g
2] 12
Dispatch Fea from:
= Joint venturas 253 283

245/275

2017 Annual Report 177




EDINETOOOO
000000000000 0O(E5974)
Oooooood




EDINETOOOO
000000000000 0O(E5974)
Oooooood

247/275



EDINETOOOO
000000000000 0O(E5974)
Oooooood




EDINETOOOO
000000000000 0(Ees974)
ooOooood

Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Thas Group's principal financial instrumanis, othar Than dervalives, comprise Dank isans, othaer inlerest-bearing
lesars and cash and short tarm deposiis. Tha main purposs of thess nencial inslnumants is to ralsa financs for
the Group's operations. The Groug has vanous other financisl assets and labditlas such as trade recevables
and (rade payabies, which arlse direolly from ife cparations,

Tha main risks ariging from the Group's inancial insfrumeants are intenest rate risk, lorelgn currency rissk,
eredit sk and liquidity risk. The directors meet perodically to analyse and farmulate measures to manags
ihe Group's exposure (o these riska. Generally, Ihe Group introduces consarvative strategies on its risk
management, Tha directars review and agree polickes for maneging each of these risks and they are
summatised beow:

{a) Interest rate risk

1 The Groun®s interest rate risk mainty anses from kong-tem inferoet-beanng bomowings including
long-taem borrowings. Financial labilites issued at foatng rates expose the Group 1o cash flow
Interast rate rsk. Financial labilities ssued at fixed rates expose the Group fo fair valus inberest
fate sk,

2, The Group's policy is 1o manage lts intaresl cost using a mid of fixed and varlable rate
borrowings. The Group determings the refative proportions of its fixed rate and fioating rate
confracts depanding on the prevalling marke! conditiona,

3. Aas 8t 31 Decembar 2017, all the Group's long-ierm interest-bearing borrowings Is mainly
suro-denominated contract, the amount (s RMB2 308 million (as at 3t December 2016:
RMBT.0TE malicn).

(b) Foreign currency risk
The busnasses of the Group are principally located n the PRG. Whie most of the sales of tha Group
ame conducted in RMB, cerfain of the Group's bormowings wene dencminatad in other cumency such as
suro dofians ([EUR).

Az at 31 December 2017 and 31 Decembar 2016, the carrying amounts in AMB oguivalont of the
Group's Habllites denominated in foreign currencles are summarisad bedow:

2017 2016

AMB milion RAE milion

{Restataq)

Interesl-beanng borrowings 6213 6,831
-

Fluetuatiana in tha exchangs rates of AMB against thase forsign currency can alfeat (ha Group’s rosulls
of sperations,
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ﬁihtaments (Continued)

o the Financial

.-

AGEMENT OBJECTIVES AND POLICIES

The fallowing table demanstrates the sensithity at the and of the reporting period to & reascnably
Group's post fax profi {due 1o changes in ine tir values of monstary kabikties),

Inereasal|decroasa)
in post tox profit
2017 2016
AME millian FME million
(Rastaled)
1 AME strenginans against EUR by 5% 233 273
I RMB weakens against EUR by 5% 233) {272)

{e) Credit risk

The cash and bark balances and time deposits of the Group ane mainly deposited with state-cvwned
barniks in the PRC, such as Indusirial and Commarcial Bank of China Limited, Agrculiural Bank of China
Limited, Bank of China Limiled and China Construclion Bank Corporation.

The Group has credit policies in place and (he exposure 1o credil risk s maniloned on an ongeing bass,
Cradit svaluations are pefformmad on all customers naquinng credit over a certain amaunt. The Group
doss nol hava a significant exposura to any individoal customar,

The Group's financing services are primarily focused on supporting the sale of the commercial and
passenger vahicles of the Group. As a consequence of thess aclivities, the Group is exposad to cradit
rigk, which s menitored and managod basod on cofingd standards, guidelines and procaduncs, The
Group mitigales credit risk by credit protection prowded by guaraniors and by loan coflateral such
a5 venicle Bcences, Scorng syslems are apped for the assessmant of 1he defaull risk of indvidual
custormers. All loans and receivables from linancing services are reviewed for objective evidence of
mpairment and classdied based on a ten-tier classibcation system, Customors” loans thal am dassdied
as substandard, doubliul or loss ano assessed indivicksaly for impairment.,
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

{c) Credit risk (Continued)

Thea carnying amount of each financial azeat mciudad in these financial stataments reprasants the
maximiem exposurs of the Group to crodit risk in relation 1o its financial assole, In addition, tho
guarantoes ghven by the Group to banks in favour of banking faciities granted 1o the Group's jaint
venires regresent the Group's olner exposure to credit rsk, The Group has no other finsnclal assots
enmying significant exposurs to crodit fek and has no significant concontration of eradit k.

(d) Liquidity risk

Thie Group’s objective (= to maintain a balance batwean continuity of funding and Boxibility theough the
use of Interest-bearing bank and other borrowings, and ather avallabla scwnces of finencing.

Thia maturity profile of the Group's financial kabilities as at the end of tha reparting period, besad on the
contractual undiecounted paymenis. 8 as folows:

207
Within ong I the In the
YEAr or on second third to Beyond
demand year fitth years five yoars Total

AME milien  RME milNen  AMEB milion  RMB millien  AMB milifion

Interast-baaring borrowngs 14 497 136 2263 - 16,686
Trada payables 2,512 - - - 24,512
Bills payabia 1,526 - - - 21,526
Ciiher payables 10,610 B 200 B4 11,685
Due b foint ventures 13,3';1"'.\' - - - 13,327

#1672 T2 2463 - 54,026
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

(e} Capital management (Continued)

Tha Group monitors: capital wusing & net debt 1o aquity rabo. which is net cebt divided by aquity. Net
dabi includes interesi-baoring borrowinga, loss cash and cash oquivalents. Eculty roprosents ogquity
atiributable to equity holders of the Compary. The net debt to eguity ratio as o the end of the reporting

period was ag follows:

2017 2016

RME million RME rmilfion

(Festatoa)

Interest-beanng borowings 16,896 14,387
Lasa; Gash and cash equivalanis [33.350) 130,831)
Net dsbl [16,454) {16,454)
Equity attibutabia to equity holders of the Company 106,201 86,726
Met dabl 1o equity ratio -15.21% AT.01%
— E—

39. EVENTS AFTER THE REPORTING PERIOD

A final dvidend in respect ol (he vaar ended 31 December 2017 of AMB0.25 per share, amolinting 1o a tolal
dividend of RMERZ, 154 million, was proposed by the Boord of Directors at o maeeting held on 27 March 2018,
subject 1o (he finsl approval by the sharehodders of the Gompany at the Annual Gereral Meeting. Thass
financial statemanis do not rafsct this drvidend payable,

On 27 March 2018, the Company enlered info the Equity Transfer Agreamant with Dongleng Motor
Corporation, the contralling shareholder of the Company. Pursuant 1o the Eguily Transler Agraement,

Dorgleng Mator Corparation has agread to ciaposas of and the Company has agrasd to accpare he 100%
oquity interasts @ Dongleng Mator Tradng Co., Lid, subjeet 1o tha termes: and conditions thanain,
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

40. BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY
(CONTINUED)

Balance sheet of the Company [Continued)

He i dtVecemties

2017 2016
RMB mitlon RME milion
{Restated)

Nen-curront liabilities
Interesi-baaring bomowings = 250
Othear non-current liabilites 56 &7
Provisions Fai-] 262
Government grants 81 Ba
Taotal non-curment liabiitias 413 B55

Current liabilities

Trade payables 3,807 5,034
Bils payable 666 1,060
Other payables and accruals 2,408 2467
Dua to joint vertunas Taz 583
Interess-baaring bomowings 280 aro
Incomie fax payable 21 211
Provigons 144 124
Taotal current labdities 8,219 9,938
TOTAL LIABILITIES 8632 10,593
TOTAL EQUITY AND LIABILITIES 81,580 74,454

The balance sheel of the Company was approved by the Board of Direciors on March 27, 3018 and was
signed on its behall.

Li Shaazhu Liu Weldang
hrachor D¥racior
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l@g%o the Financial Statements (Continued)

 For the yaar ancod 31 Decambar 2017

40. BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY
AN

((CONTINUED)

i
ke

#

Reserve mov of the Company
Capital Statutery Retalnad
reserve reserves profits Total
RME miion AMBmitlon AMEmillon AME milion
1 January 2018 1,363 6.4978 A7.300 45848
Total comprehensive income o ha year - - 11,320 11,320
Teansler 1o resene 1,178 - {1.178) -
Final 2015 dhvicend declared and paid - - {1,723) {1.723)

At 31 December 216

1 January 2017 2,541 8,978 45,728 55,245
Tatal comprahensive income far the year - - 11,938 11,939
Transfer Lo reserne 1,148 = (1,148) =
Final 2016 and interim 2017
dividend declared and paid = = (2,843) (2,843)
Al 31 December 2017 3,689 6,976 53,678 64,341
e — —————

fa}  Statufory reserves

In accordance with the PRC Company Law, the Compgny, (15 subsidiaries and assoclates esiablished
in the PRC are fequired to allecats 10% of ther profits after tax (Setermined undar the PRC Garorally
Accepted Accounting Principles (PRC GAAF]) 1o their respaciive statulory surplua resenves (the “55R7)
No allocation to tha SSR I8 required after the balance of such resene reaches 50% of the registered
capital of the respective companies. Subject o certain restrictons =ai out i the PRC Company Law,
part of the 53R may ba comveried 1o increass sharo caoital. provided that the ramaining balsnce afior
the capitalisation 3 not less than 25% of the registared capital of the respective companies,

Pursuant to tha relevant laws and reguiations for Sino-forelgn joinl venture enterprises and the
memorandum and articles of association of the relevant companias, the Group®s Sino-foreign joint

ventures are also required o make appropriabions of cerlain of hesr profits after Lex thereol to hair
enterprise expansion funds and reserve funds, which are resincied as to use.

188 Dongfeng Motor Group Company Limited
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Notes to the Financial Statements (Continued)
Faor tha year anded 31 Decamber 2017

40. BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY
(CONTINUED)

Reserve movement of the Company (Continued)

18]

Distribirtable razorves

As st out in note 11, for dividend distribution purposes, the Company’s distribulable profSt is based on
the lower of e net profit after tax as delermined under PRC GAAP and [FRSs following s restructuring
inte a jednt stock Nmited Habdity company en 12 Detobar 2004, The amounts that the Company’s
gubshdisnes ond joint veniures can legally distribute by way of dividand are detarmined by relerence to
their profits as refiected i their inancial stalements prepared in accordance with PRC GAAFR, These
profits may difier from those dealt with in these fnancial statements, which are prepared in socordance
with IFRSs.

In actordance with the PRC Company Law, the net profits after fransfers to the SR can be distibuted
s dividends by the companies comprising The Group a5 sat out above.

Undar the ralevant lawa and regulatory requiremants, the nat prafits of the Group's Sino-foreign joint
vaniures after trangfers to the enferprise axpansion fund and the reserve funds can be disiributed as
dividends by tha Group's Sno-forsign joint venbues.

41. APPROVAL OF THE FINANCIAL STATEMENTS

The financisl ulﬁmmam opproved and authorisod for issuo by tho Board of Dveclors on 27 March 2018,
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@
2013 2014 2015 2016 2017
17.31 19.78 20.37 18.52 17.32
13.89 16.39 18.55 15.06 15.75
15.79 17.24 19.41 16.38 16.61
17.31 19.47 18.56 16.78 17.28
( )
100
@
2017 12 2018 1 2018 2 2018 3 2018 4 2018 5
17.32 17.45 17.48 16.95 17.29 17.40
16.96 17.09 16.82 16.57 16.84 16.88
17.13 17.26 17.17 16.78 17.06 17.21
( )
100
(©)
17.01 (2018 20 )
( )

100
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