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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

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

Tha Group reassssses whather or not it controls an investes if facts and circumatances indicate that there are
changes to ong or more of the throe clemants of control described In the ascounting policy for subsidianss
below. A change in ownership imerest of a subsidiary, without a |oss of control, is accounted for as an equily
framsacbon,

I the Group loses conlndl over @ subsidiary, it derecognisea i) (he assets (including goodwil] and lisbilities af
the subsidiary, ) e carrying amount of amy non-controling interast and (il cumulative trensation diflenances
recarded in squity; and recognises {l) the fair value of the cons|deration recalved, [ tha fair value of any
Invesiment roinined ared (I} any resulting saiplus or deficlt in profit o loss. The Group's share of oomponents
priviously recognised in alher camprehansve meome s reclassifiod to profl o loss of retened profits, os
aporopnate, on he same Dass as would be required if the Group nad directly disposed of the related assets
cn kablities,

Adlusiments gre made 1o twing Into ling any dissimilar accounting policies thal may exist,

2,2 BUSINESS COMBINATION UNDER COMMON CONTROL

In Merch 2018, the Group acquired 100% equity interest of Dongleng Avlomaobile Trade Co., Lid. (*Dongleng
Trade®) from DMC. The consideration of this business combanation under commaon control was RMB3TE
million, For this business combenation under common control, the financal infarmaticn of the Group and 1hat
of Dongteng Trade has been combined, by using 1he pooling of inferests methoo, as if the Group had acquired
Dorgfeng Trade fram the baginning of the earliest financial petiod presented. The nét assets of tha Group
and Dongfeng Trade are combined using the axisting bock values from the contralling party’s pesspactive,
Mo amount ks recognised in considaration for goodwill or excess of the Group's Interast in the nel falr value
of Dongleng Trade's identifiable asseis, lisbilities and contingent Habliites over the cost of acouisition &t the
tima of common condrod combination. The difference babwean the concolidation and bBook value of Donglang
Trade at the ime of common controd combinalion is taken to the reserves of the Group. Accordingly, the
comparative figures of this consolidated fmancial information have been restated

100 nmmmmmmmm
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Notes to the Financial Statements (Continued)
For 1ha year anded 31 Decarnber- 2018

2.3 CHANGE IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

U]

New and amended standards adopted by the Group (Continued)

Tha lolionwdng tabhles show the adjusiments recognisad for each indiddusl ine tem, Line items that waera
not alfected by the changes have not Been Included. As a resull, the sub-totats and totale dsclosed
cannol be recalculaled from the numbers provided. (Continuad)

31 Decomber 1 January
27 IFRS 2 IFRS 15 2018

Ag originally
presaniad Restated

R (rmiticns FIAS prdin FRMEB mithon - RMB mriilion
EQUITY AND LIABILITIES

Equity attributable to equity
holders of the Company

Flesaries 14,605 (4T} - 14,558
Retained profits 85204 (18} - B5,2T6
Non-comnoling interests 6,809 [z = 6,801
TOTAL EQUITY 115,324 (71} - 115,253
Current laobilities

Oiiher payables and accnuials 17.512 - {2,883) 14,5489
Contract kabditios - 2,583 2,963
TOTAL EQUITY AND LIABILITIES 213.808 (1) - 213,837

IFRS 2 Financial Instruments - impact of adopiien

IFRS O replaces the provissons of Infernational Accounhng Standard 38 [TIAS 38°) thal relat= to tha
recognition, classificatson and measurement of financial assets and financial labililes, derecognition of
financial instruments; impairment of financial asssis and hedge accounting.,

The adoption of IFRS O Fnancial Inatruments from 1 Januany 2008 resulted in changes in accounting
pofiches and adiusiments to the amounts recognised in the financial stalements. The new accounting
poicles are set out in noles 2.4 below. In accordance with the transitional provisions in IFRS 9(7F.2.15)
and (7.2.26), comparativa figures have nol bean restatad with the exceplion of cerlaln aspects of hedpga
accounting. The Group does not have any hedging instrument in the year 2017 and cumrent reparting

pariod,

2018 Annual Report 103

181/310

oOoOooodn



EDINETOOOO
000000000000 0O(E5974)
Oooooood

Notes to the Financial Statements (Continued)
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Notes to the Financial Statements (Continued)
Notes to.the Finansial Stetementa(Contioued) -
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Notes to.tim Finangial Staieg -
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

2.3 CHANGE IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

(] Mew standards and interpretations not yet adopted

Cartain naw accounting standards and interprelations have bean publishad thet are nol mandatory
for 31 Docambar 2018 reporting poriods and have not botn aarly adopiod by (he Groug, The Group's
assessment of the impact of these new standards and iMerprelstions IS Set oul below.

Effective for

annual peariods

beginning on or

after

IFRS 16 Legmas 1 January 2019
IFFIG 23 Uncertainty over income tax traatmednts 1 January 2019
IFRS 17 Insurance contracts 1 January 2021
Amendments lo IFRS 9 Prepayment features with negative compensation 1 dsnuary 2019
Amandments to [AS 28 LLong-tesm Intedests in Assoclates and Joint Ventunes 1 January 2019
Amendments to [AS 19 Flan Amendment, Curialiment or Sattlement 1 January 2019

Annual Improvementa to Annus improvements of IFRS 3, IFRS1 1, IFRS 12 and 1 January 2018
IFFS Standards 2015 IFRS 23

201 T Cycle
Amendments to IFAS 3 Dafnition of a Business 1 danuany 2020
Amandments to IFRS 10 Sale or contribution of asssis batwesn an investor To be determinad
and lAS 28 and its assoclata or joint venture
IFRS 16 Leases

IFRS 16 was lssuad in January 2016. It will result in almost all leasas being recognizad on the stalement
of financial pogitan, as the distinction betwesn operaling and finance lsases s remayved. Under tha
naw standard, an 26581 fthe rght fo use the leased item} and a financial Bability to pay ranials are
recognised. The anly exceptions are short-term and low-value leases,

The Growp has sai up a progact 1eam which has reviewed all of the Group's leasing armangaments over
the year in Eght of ihe new lease accounting rules In IFRS 16. The standard will affect primarily the
ascounting for ihe Grown®s oparaling leases impact.

As at 31 Decamber 2018, the Group has non-cancellable oparating leasa commitments of RMBS, 084
millien. ©f these commitments, approximately RMBE milkon relafe to short-term leases will be
recognised on & stralghl-ling basis as expensa in profit or loss.

110 Dongfeng Motor Group Company Limited
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Subsidiaries

A subsidiary |z an entity (including 8 struchered entity), directly o ndirectly, eontralled by the Company.
Control is achieved whon tha Group is exoosed. or has rights. to vanaile retums from its invaelernent with tha
invesies and has the ability to affec: these returns through its power over the Investes (.., existing nghts That
ghve the Group the curment ability 1o direct the relevant actvities of the imvestes),

When [ha Company has, directly or indirecily, lass than a majonty af the voling or similar rghts-of an inestes,
the Group considers all relevant facts and chcumstances in assessing whotner it Ras DOWEr over an inesies,
Ieciusding:

1} the conbreciusl arrangarmant with e olher vobs holders of the ivestes
{il  rights arising from other contractual arrangemaents; and
(W) the Group’s voting righte end potential voding righta.

The rosults of subgiderios ane included in the Company's incoma statemend (o the extent of dividonds recerved
amd receivable. The Company's investments In subsidiaries are staled &t cosl less any Impakment losses in
the Company's stalement of francial pasition.

Investments in associates and joint ventures

An assocale iz an entity in which the Group has a lorg-1arm intarest of ganerally nod less than 20% of tha
oquity voling rights and over which it 18 in @ position to exorcles sgndficant Influcnce: If the Group holds fess
than 20% of the equily wvoling rights of the Invesiee but cen clearly demonstrate it has signilicant influence
over the Irvestes, the Group accounts such invesiess as associaies. Significant influence s the power to
parbicipate in the fnancial and oparating policy dacialons of tha invesiea, bul is not controd of joint contral over
those policies.

A |oint venture is & lype of joint arrangement wheneby the partiss that have joinl controd of the arrangement
hava righls to tha net asssis of the joint veniure. Joint control, is the contractually agreed sharing of controd of
an arrangament, which exists onfy when decisions about the relevand activilies require the unanimous consent
cof the partias sharing controd.

Tha Group's investments in associates and joint venlures are stated in the consoldated statemant of financial
positson at the Group’s share of net assets under the eguity method of accounting, less any impalmment
losses, The Group's invesimants in asecciates and joint venturas inclede goodwill Identifisd on acquisition,
Upen the scowsition, any dilerence between the cost of the assoclales and joint ventures and the Group's
share of the net falr value of he associates and joing ventures, Identifiable assets and liabilities s accounted
for as goodwill or share of profil-of associates and joint veniuras.

112 Dongfeng Motor Group Company Limited
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

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

Business combinations (excepl for businass combination under cammon contral in nofe 2.2) are accountad
for using the scquisition mathad, Tne considaration: transferod it moasured ol tho acquisiton date’ ik valuo
which is the sum of the acquesition date fair values of assets ransferred by the Group, labilites assumed by
the Group to the former owners of the acguires and 1he Bguity Intarests issued by the Group In exchange
el control of ihe acquirse. For each business combination, the Group elecis whethar o measum ths non-
controlling interests i the acguires that are present ownership interests and entitle 1heir holders 1o &
proportionats sharg of Nl &ssets in tha event of quidaton eithar al face valus or o1 the proportionate. sharg
of the acquirea’s identifiable ned assets, Al other companents of non-controling interests ane measused at Taic
value, Acquisition-reloted cosis are oxpensed as Incurred,

When the Group scqures a busingss, i assesses the finencial assets and labilives assumed for appropnals
classification and designation In accordance with the contractual terms, economic clrcumstances and
pertinent conditions as al the acquisiton date, This includes the separation of ambedded derlvatives in host
contracts by the acquires.

Il the buginoes combination & ochioved in stages, the previoualy hold oguity Interest |s remoasurgd ol its
acquisition date tar walue and any resulting galn or loss is recognised in profit or loss,

Any contingent consideration 1o be fransfarred by the acquirer is recogenised al fair value at the acquisitien
date. Comiingent consideration classified as an asset or liability that is a financial instrument and within the
scope of [AS 38 is measured &l falr value with changes in talr value aiher recognised in profit or loss oras a
change to other comprehenahve income. If the contingant consldaration is not tall within the scope of 1AS 39, s
maasured in accordanco with the oppropaote IFRS. Contingent conalderation that = dessifiod as oquity | not
remeasured and subsequent setilement ks acoounted for within equty.

Goodwlll Is initiglly measured af cost being the excess of the aggregate of the conslderation transferred,
tne amouni recognisad for non-controlling infereata and any fair value of the Group’s previously held eguity
Imterests in the acoures over the identitiabie nel assels acquired and llabilities assumed. If the sum of this
canskdaration and other items s lower then the fair valus of the net assets acquired, the difference is, afler
asseaoment, recognised in profit or koes &5 o gain on bargain puarchase.

Atier initial recognition, goodwill s measured at cost less any accumulated impairment losses. Goodwill ks
tasted for impalrment annually or mare frequently If evenis or changes in cireumstances Indicate that the
carrying value may be impaired. For the purpose of impalrment testing, goodwill acquired in a business
combination is, from the acquisition dale, allocated 1o sach of the Group's cash-generating unids. or Groups
of cash-generating units, thal are expected to benefit from the synergies of the combsnation, mespective of
whathar other assats or llablitias of the Group are assigned o those units or Groupa of units,

114 Dongfena Motor Group Company Limited
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Notes to the Financial Statements (Continued)
For e year anded 31 December 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and depreciation

Proparty, plant and squipment, othar than construstion In progress, are stated ot cost less acoumulatad
deprociation and any impairmest losses, When an item of proparty, plant and equipenant (s classifed as hald
Tor spde o wihen i1 is part of a daposal Group classiied as held for sale, it I8 not depreciated and is accounted
for in accordance with [FFES 5, gs further explained In the accounting poliey for “Non-cument assets and disposal
Groups naid for sake™. Tha cost of an llom of properly, plant and equipment comprises its purchasa price and
any cireclly attributabde cosis of bringing the asset 1o iis working condition and lscation for [ts intended use,
Gost may also include ransfers from equity of &y gains or losses on qualifying cash fow hedges of foreign
curmency purchases of property, plant and sguipmant,

Expandilure incurred after proparly, praml and edquipment have been pul into operation, such as repears and
mainienance. is normally charged to the income statemant in the pancd in wihich 1 s incurred, N SAUGBLONS
whar the recognition criteris ane satiglied, the expenditure for a major inspection |2 capitalised in the camying
amount of the asset as a replacement. Whese significant pesis of properly. plant and equipment are required
12 be replaced &l Intervals, 1he Group recogrisss such perts as individual assets with specitic useful Ives and
depreciates them accordingly,

Depreciation Is calculsted on the straight-line basls o write off ihe cost of each ltem of property, plant and
equipment over its estimated useful li‘e after taking into account s estimated residual value aver the estimated
usatul life as Tollows:

Estimated useful Iife

Buildinga Owor 10 to 45 years
Eoulpmenl Over 5 to 20 years

Where paris of an item of proparty, plant and eguipment have different uselul lives, the cost of that item is
alizcated on a reasonable basls among the parts and each part |3 deprecated separalely, Realdual values,
usaful lives and 1he depreciation meihod are reviewsd, end adjusted iIf appropriate, et least at each financial
yaar end.

An (tem of propedty. plant end equipment including any sknificent part initially recognised ts detecognisad
upon disposal or when no future economic benefils are expectad from ils use or cisposal, Any gain or loss
on disposal or retirement recognised In the income slatemant in the year the assel Is derecognised ks the
difierance between the net sales proceeds and the camying amount of the relevant asset.

Gonstruction in progress represants property, plant and equipment under construction, which |s statad at
cost less any impalmment lceses, and is not depreciated, Cost comprises the direci cosis of construction
and capltalised borrowing costs on relaied borrowed funds duwing the perod of construction. Constructon
In progress (8 reclassified to the appropnate calagory of property, pland and equpment whan completed and
ready for use.
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Intangible assets (other than goodwill)

Intangible assals acquired separately are measured on initial recognition at cost. The cost of inlangible asssts
poquiied |n o businese combinabion is tha fair vadue as at the date of sequigition, Tha uselul ves of intangiblo
assels are assessed 1o be either finite or indefinite, Intangible assets with finite Hves ase subseguently
amortsen over the usatul economic life and assassed for impalrment whenever there is an indication thal the
Inangenle assel may be impaved. The amorlisation pericd and the amortisation mathod for an Infangible assel
with & finite usaful Me are reviewed at lsast al sach financial year endl

i  Patents and Hconses

Purchagsed patents and licenses ara stated at cost legs any imoakment losses and are amorisad on the
Sirakgn-ling basis over their estimated uselul lives of 3 to 15 years.

)  Research and development costs

Research cosis are expensed &8s incurrad. An intangible assat arlsing from development expandinre
on an indhvidual progect ks recognised only whan the Group can damonatrate the technical faasiblity of
eomplating the Intangdle assel so that i will be avallable for use or sale, Bs intention 1o complete and
ite ability 1o use or sell the azsel, how the assel will generate fiiure economic. banefts, 1he availabilty
of resources 1o compéels and the abiity o massure reliably the expenditune durng the devslopment.
Following the initial recognition of the development expendiure, the cost model ta epplied requiring the
assel 1o be cambed al cost less any accumulaled amorisation and accumulated impairmenl losses. Any

expenditure capliaised iz amortized over the perod of expacted future sales {rom the refaled project.

The carrying vakue of development costs |s reviewsd for Impairment annually when the assel is not yet
In use, or more frequently when an indication of impairment arises during the year,

(i)  Customer refationships

Customer relationships are siated at cost less any impaiment losses and are amortised on the straight-
Bne basks over thalr eatimated usaful bves of 17 yoars,

Lease prepayments

Lease prepaymeants represent acquisition costs of land use rights less impairmeant lozsas and ae amorlised on
the stradght-line basls over 1he leass lerms.
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (Continued)
)  Meaascrement

At initial recognition;, tha Group measures a financial asset &t its far value phua; in the case of a financial
agsat nol at e value through profit or loss (FYPLL, transaction costs thal are direcily atfribulabie 1o the
acquisition of the Anancial asset. Transaction costs of financlal assels camed at FYPL are expansed in
prefit o losa.

Financial assats with embedded deivatives are congidared in thesr entirety whan datermining whathar
their cash flows are solaly payment of principal and interast,

Db ingiramans

Subzequeni measurement of debt insbruments depends on the Group's business modal for managing
the assat and the cash Sow characieristics of the essel. There are (hees measuramant calegonas into
which the Group ciassifies iis debl instrumends:

- Amoriised cosl) Asseis that are held for collection of contractual cash flows where those cash
flows represent solely paymentis of principal and interes! are measured at amortised cost.
Interasl ncome from these financial assals is includad in finance incomse using tha effective
Imerest rate method. Ay gain or Ioss arlaing on derecognition s recognised directly in prodit
or loss and presenied In other galna/losses), togethar with forelgn exchange gains and losses,
Impairmant lossas are presentad as separaie ling itam i the slatemant of profit or ioas,

- FWOGCH: Assets that are held for collection of contraciual cash flows and for selling the financial
mssets, where the assets' cash llows reprasent solely payments of principal and Interest, are
measwred al FVOCL Movements in the camying amound are faken through OCI, exceat lor the
recognition of imparment gans or losses, interest revenus and foreign exchange gains and
Izases which are recognised in profit or loss, When the financial asset Is derecognisen, the
cumulative gain or loss previously recognisad in OO Is reclassifisd from equity to profit or loss
and necognised in olhar gEinsiloeses). Inlerat incomea from thaso fimancial assels is included in
finance income using the effective interest rate method, Forelgn exchange gans end losses are
presanted in other gaina/losses) and impainmment expenses are presented as saparaie ine flem
In the statemeant of profit or loss.

. FVPL: Assals thal do nol meel tha orterla for amorised cost or FYOC| are measured &t FYPL. A
gain or loss on & debl mvestman thal |s subssquently measured at FVPL is recognisad in peafit
or loss and presented net within other gaine/{lossas) In the period in which it arises.
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (Continued)
¥l Accounting policies appiied until 31 December 2017 (Continued)
SUDSSGUETT MeasurameT

Tha measuremant af inlilal recognition did nod change an adoplion of IFRS 9. Subsequent o the initkal
recegnition, the sublequent measuraman |s as folicwing:

(8)  Loans and recelvablos

Loans and receivables are nan-darivative financial essets with fixed or daterminable paymanis
that are not quobed in an activa market, After indtial measurement. such assels ang: SLDSSqUENEl
measuted a1 amaortised cost using the effective Interest method less any allowance for
Impalrment. Amerilsed cost is calculated taking Inte account any discount or pramium on
acquisition and includas feeg thal are an integral part of tha effective Interest rate. Tha atfective
Interast rate amortisaton = included 0 other incoma in the Income statement. The loss adsing
from mpairment is recognised in the Income statomant i financo costs for loans and in other
axpenses for receivablas.

(b} Available-tor-sals inanclal mvesimanis

After initial recognition, avallable-for-sala financial invesiments are subseguenily measured at fair
value, with unrealisad gains or losses recognised as other comprahensive incoma In the resere
untdl the invesiment s derecognised, at which tima the cumulotive gan or loas 8 recognieod
In the income statement In ather income, ar untl the mestment s determined 1o be impalred,
whsn the cumuletive galn or loss is reclassified from the reserve to the incomea staiemeant in
gainz or losses. When the far value of unlisted eqguily investments cannat ba rellably measured,
such ewesimenis are stated al cost less any iImpaimment losaas,

[mpairment

The group assessed at the end of each reporling period whether thare was obiective evidence that a
financial assat or group of francial assets was mpeied. A financlal asset or & groun of financial assets
wad Imoaimed and impairmen! losses wara incurred only If there was obgctive evidence of impairment as
a resull of one or mone events thal cocourred after the initial recognition of tha asset (a 'loss avent') and
that loss evenit (or events) had an Impact on the astimated fulure cash flows of the linancial asset or
group of financial asssls that could be reliably estimated, In the case of equity investments classilied as
available-for-sals, a significant or profonged decline In the fair value of the security below its cost was
conssdered an indicator that the assals are impaired,
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (Continued)
¥l Accounting policies appiied until 31 December 2017 (Continued)
Frapairrent (Gontmed)
(e} Available-for-sale financial imvestmaents

if thare was oblaciive evidence of impairment for avalleble-for-sale financial assels, iha
cumulative loes - maasured as the differance batween the acquisition coet and the currant fair
volue, loss any impairmaent loas on that financlal aaset previously recogrised in pradit or loss —
was removed from ecuily and recognised in profit or lass.

Impairment losses on equity instrumants that were recognised in profit or wars not reversed throogh
predit or kess in a subseguent perod.

1t the fair value of a debt instrument classified as avalehle-for-sale increasad in a subsequent penod
and tho incroase could be objectively related 1o an gvont occurning after the impairment foss wos
recogrised in profit or loss, the Impalrment koss was reversed through profit of koss.

Loans and borrowings

Borrowings are indlially recognisad at fabr velue, net of fransaction costs incurred. Borrowings are subsequently
maasured at amartisad cost. Any differance batween the proceeds (net of transaction costs) and the
redomption amount is recognisaed in profit or koes over the peniod of the borrowsngs waing tho oiioctva internal
mathod. Fees pald on the esleblistment of loan feclities are recognised as transaction costs of the loan to
the extent that it is probable thal some or all af the facility will be drawn down. In this casa, the les = delerred
unlil the draw down oocurs. To the extent there s no evidence that it is probable that some or all of the facility
will b2 drawn diown, the fee is capitaksed es a prepayment for bquidity services and amortised over tha perod
of the lacility 1o which i relates.

Baorrowinge am romoved from the siatements of financial poaition when the obligation spaciffied in the contract
i discharged, cancelled or expired. The difference between the carrying amount of a financlal lability that has

bean extnguished of transfered 1o ancther party and the consideration pald, inchuding any non-cash assels
tramsferred or liabilibes assumad, is recognised in profit or loss as fnance costs.
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Notes to the Financial Statements (Continued)
For e year anded 31 December 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income tax (Continued)
)  Defarred income tax (Continued)

Deferned lax assels ara recognised for all deductibls 1emporany differences, 1he cemyforward of unusad
tax credits and any unused 1ax losses. Delesred 18x assels are recognisad to the extent that it ig
prebable that taxable proft will be avelablo ngainst which ihe deductible termpeeary differences. and
the carryforvard of unusad fax credits and unusad 18X loases can be utiised, except:

. whan the deferred tax assal relating 1o the deductible temporary differences arlees from the
initied recogniion of an assot or llabillty in a transaction fhat s not a businoss combination and,
al s tirme of the transaction, affects neither the acoounling profit nar taxable pralil o loss: and

. deferrad Income tax assels are recognised on deductible temporary differencas arising from
Irvesiments in subsidiaries, associates and [oint arrangeaments only 1o the extent that it |s
probabés the temporary diffarsnce will reverse in e future and thare is suliicien! taxabés prof
avallabla against whech the temporary difierence can be ullissd,

The camying amount of defered lax assels is reviewsd at the end ol each reporting petiod and reduced
to the extent that it is no longer probatle that sulfliciant taxable profit will be avestable 1o afow all or pan
of the defemed lax assets (o be ubised, Unrecognised deerred tax assets ore reassessed at he ond
of each reporiing perod and are recognised (o the extent that it haa becoms probable that sufficient
taxabia profil will be evallzble 1o aliow all or part of the dafarred tax assels 1o be recoverad,

Doderred tox assots and Babiktes ane measured af the fax ratos that aro oxpected to apply o the penod
when {he asset s realised or the kability |s seliled, based on tax rates (and tax aws) that have bean
enactad or substantively enacted at the end of The reparting pariod.

Deferred tax assats and defamed tax labilities are ofiset if a legally enforceable nght exists to sat off

current tax assets against current tex Babdties and the deferred taxes relate to the same faxable antity
and the same taxation authority.

Government grants

Governmen! grants are recognised ai their tair values whera thare s réasonable assuranca that the grant
wil be recelved and all atlaching conditions will be complied with. When the grant relates to an expanse
Ham, It s recognised 85 Income on & syalemalic basle over the periods that the costs, which R s intendad to
compensale, are expansed. Whare the grant relates to an asset, the fair value is credited o a daferred income
account and Is released o the income statemaent over the expected usehil ke of the ralevant assel by equal
Instalments or deducied from the canying amount of the asset and released (o the income statemeant by way
of a reduced depraciabion change.
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Employee benefits
{1 Retirement banafiis

The Group's contributions to various defimed contribution pension schemes regulated by the ralevant
municipal and provinclal governmants |n the PRC and a supplemental pensgicn scheme reguiated oy
DOMC are expensed &s incurred, Further délails of the defired contribution pension schemes and the
supplemantal pension scheme ars sat aul in nole G(a) balow.

i} Medical benefits

The Group's confributions to various dafined contribution medical benedit plans organizsed by the
ralevant municipad and provincial governments in the PRC and @ supplamental memcal benalit plan
organised by DMC are expensed as ncurred. Further detalls of the defined contribution medical benefit
plans and the supplemenial medical benefit plan are sat oul in note Bib) balow,

i)  Cash housing subsidies

Cash housing subsidies represented payments to the housing subsidy plans implemented by the Group
in 2000, Cash housing subsitéss relaled 1o pest sanvices of employees were fully recognised in the
income statement on a ona-cif baslz in the year of implemeniation of 2000, Cash housing subsidiss
ralated to presant services of employeses are recognisad in the Income statemant whan Incurred,
Further detallz of the housing subsigy plans dre sat oul In note Gic) balow.

f'w}]  Termination and early retirement benefits

Termination and sarly retirement bensfits are payable whenever an employea's emo'oyment is
terminated bajore the normal retitement date or whenevar an employes acoepts voluniary redundancy
i sxchange for thesa benefts. The Group recognises termenation and early retiremant benefits whan
it ks demonstrably committed either to terminaling the employment of current employees according
to a detailed formal plan without the possibility of withdrawal or 1o providing terminaton benefils as a
rosult of an offor mede to encourage voluntary redundancy. Furthor dotails of the lormination and early
retirement berelit plan ae set oul In note Bid) below.

Dividends
Final dividends proposed by the directors are classified as a sepanate alocalion of relained profits within the
equity section of the stalemant of financial position, unill they have been approved by the sharsholders in

a general mesting. When these dividends have been approved by the shareholders and declared, they are
recognised as 8 Rabsily,
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (Continued)
i) Group comparies

The resulta and financial postion of all ihe Group entites inone of wisch has the curmency of & hyper-
intlatianary economy) that have a functional currency differant from 1he presaniation currency are
transtated Inio the presentation curency as follows:

. assels and llabiities for each balance sheel prasentec are transleted at the closing rake &t the
date of that balance shest;

. Ineorme and expanses for each income stalemant are franslated at avarage exchange rales
{unless this average 5 Nol @ reasonable approxsmation of the cumulative effect of the rates
prevailing on the transaction datss, in which case income and expenses are transiated at tha
raie on the dates of the transactions); and

. all resulting currency franslation differances ara recognised in other comprehansive income,

Goodwill and falr value adjusiments arising on the acquisition of a forsign entity ane treated as assets
and liabilities of the foreign antity and transiated at the cloaing rate. Currency transiation differences
arsing are recognesed in othar compranansive income.

fiv]  Disposal of forelgn operation and partlal disposal

On the disposal of a foreign operation (that |s, o diaposal of the Group™s entire intarest in a foroign
operation, or a disposal involving loss of contral over a subsidiary that includes a foreign operation,
& disposal involving koss of joint controd over a joint vanture that includes a foreign operation, or &
dizpoaal imvolving loss of signifcant influence over an aescciale that includes a foreign operation), all
of the currency tranalation ditferences accumulated in squity in respect of that opemation atinbutabls to
the cwners of the company are reclassified to profit or loss.

In the case of @ parfial dispossl that does not regult In tho Group losing control over a sulbsidiary that
includes a foreign opecetion, the proporiionate share of accumulated curmency translation dilerencas
are re-aftribuled to non-controlling inferests and ara not recognised in profit or loss, For all other partial
disposals (that is, reductions in tne Group's ownership inlerest in associates or joint vantures thal
div not result in the Group losing significant influence or point control), the proporticnate share of the
accumsEsied exchange difference Is reclassified to profit or loss,
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

6. PROFIT BEFORE INCOME TAX (CONTINUED)
(bl Medical benefits

Thie Group contribules on a monthly basis to various defined contribution maedical banefit plans
arganisod by tho rolevant municipal and provincial governments:in the PRC. The municipal and
provincisl governmants underlaks 1o assume the medical benefit obiigations of all existing and ratined
employess under thegse plansa,

I additian, the Hubsi Entitiss alss particinate in a supplemantal medical benafl plan regulated by DMC
pursuant to which e Hubel Entiies an requined 1o contribula cenain percentages of the wages of their
qualifiad employess to the plan, on a monthly bazs, and DMO undertakes 1o assume e supolemantal
medical banefit obligations payabls o the qualiied employsas of the Hubel Entities. The Group fas no
furiher obiigations for suppiementsl medics! benafils bayvond the cenlributions made. The contribulions
made by tha Hube: Entities are expensad as incunmad.

DOMC has agreed with the Company that if shall conlinue fo assime the supplsmental madical benefit
obiigations payable 1o the gusiiled smployess of the Hubal Entties and such companies shall contings
to make maonthly confribubions to the supplemental madicel banef! plan based on certaln perceniagas
of the wages of thes qualificd employess, DMC has alse agreed (o indamnity the Comparry against any
losses which may adse [l the empioyees of the Hubel Enililes claim against the Hubsl Entities for their
gigpplemental medical benefits.

{c) Cash housing subsidies

In 2000, the Group implemenled cash housing subsidy plans, pursi@ant to which the Greup undertook
tho obligaton to pay cash housing subsidios to its oligible employeos who had not boan allocatod
housing quarters or who had not been aliccated housing guarters up to the prescribed standards.
Ratired employees of te Group exisled at the time of the implemantation of the cash housing subsidy
plans wara entitled to the benefite under these plans. Employees who joined the subaldiaries and
point ventures from 1 Januwary 2003 cmwards and the retired employeses of these subsidiares and joint
veniures were not entitied to amy benefits under the cash housing subaidy plans,

For cash houwsing subsidies related to sendce poricds bafore 1 January 2000, thay wera fully rocognésed
as expanses upon mmplemeniation of the plans in year 2000, For cash housing subsidies refated o
saneca periods sterting from 1 January 2000, the payments ane made on a8 monthiy basls commancing
from January 2000 for a period of up to 20 years for employees withaltl being allocated housing
quearters and for a8 pericd of 15 years Tor employees baing allocated housing guarters which are not
up ta e prescribed siandards. The monthly payments are recognised in the income statement whan
incurred and are in na with the sarvice periods of thass employess.
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

12. DIVIDEND
2018 2017
RMB miliion AME miion
{Restaled)

Proposed fing-AMB0.25(201 7: AMB0.25) per ordinary shang 2,154 2,154

The proposed final dividend for year 2018 ie subject to the approval of the Company's sharsholders at the
forthcoming annual ganaral mesting.

The dividends paid in 2018 amounted to RMB3,018 million, being AMB0.35 per share (2017: AMB2 843
milllion, baing AMB0.33 per shara).

In accordance Wwith the articles of associalion of the Company, the nel profit afler income tax of tha
Company for the purpose of profit distribution will be deemad 1o be ihe lesser of ) the net profit detarmined
in accordanca with Accounting Standards for Business Enterprises ["PRC GAAP™] and (i) the nat profit
datermined in accordance with [FASS. Under the PRC Company Law and ha Company's anlicles of association,
fha nat profit after tax can only be distributed as dvidends alter an allowance has bean mada for the following:

il Making ugs prior years” curnulative lossas, if ary.

{ij  Asocations to the stabutory surphss reserves of at laast 10% of after-tax pro, until the reserva reaches
E0% of the Company’s share capital in aggregale. For the purpase of calculaticg the transfer 1o/ the
resarve, he prolil after 1ax shall e the ameunt delormined under PRC GAAP. The transter to ihis
reserve must be mada balors any distrbution of dividends to shareholders.

Ther stistutory surpdus federves can b wsed (o olfsel provicus veers' losses, || oy, and pal of the
alalutony surplus resarves can be capilalised az (ha Company’s share capital providad that the amoun
of such resana ramaning afler the capitasation shall not be less than 25% of tho share capital of 1ho
Company.

(B}  Alocalions io the discralionary common resors I approved by the shareholdors.

Thee above manbiondd resenswes cannol be used for purposes olfwr (han those Tor which Thay are
eriuylad ind min ot diztribbable an cash dvidanis,

For drvidend distribution purposes, the amounts that the Company’s subsidianes: and point ventures can
Ingally cistribute by way of & diidend aro dalermingd by reference 10 the prolits as reflecied in heir

financial statemants prepared in accordance with PRC GAAP. These profits may differ from these deall
with in thass financial stalemants, which are praparsd n accordance wilth IFRSY.

152 Dongfeng Motor Group Company Limited
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decamiber 2018

36. NET DEBT RECONCILIATION

Tires section Sots oul an analysis of el debt and the movemantsin nel debl for each of (he perods presented,

31 Decembar

Het debt 2018 207
RMAE miilion BME million

Cash and cash equivaienis 27,251 3344
Harrowings - mpayable within onn year {(inciiding overdrii) [15,424) {14, 351)
Borrowings - ropayvablo atoe ond ywo [10,728) (2.398)
Nat dabl 1,098 16,862

Borrow. Borrow.
dua within dua after

Cash 1 year 1 year Total

AME mithor RME milllion RME milion

Hat dobt as-at 1 Janugry 2017 30,500 [7. 1304 {T0BT) 18,592
Cash flows 2,532 (3,157} 1.046 421
Foraign axchangs adusiments - (LX) {408 {451}
Dthar non-cash movements - {4,051 4,051 -
Hat dabl as al 31 Dacambar 2017 3344 (14,381} {2,388 16,862
Cash fMows {6,190) L] iB,461) (15,567)
Ferelgn exchange adjustments = [49) 52 a
Other non-cash movemants - (Fi:] T8 -

Net debt as at 31 December

2018 27,251 {15,424 (10,729} 1,088

Liquid Investmanls comprise cumanl imvestments thal are traded in an active market, being the Group's
financinl assels hald al laie value Thraugh peafil o 0SS,

Cash fiows from bormowings of DFF is classifed as cash flows from operating aciislies in slalament of cash
T,

186 Dongleng Motor Group Company Limilted
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

(o)  Credit risk ([Continued]
Loans and receivables from financing services (Conmtinued)
Unger IFRS 2 for the penods beginning on or affer T Janugry 2078 (Continued)

To manage rigk arising from loans and receivables from financing service. standardised cradil
management procedures ase parformed, For pre-approval investigation, the Group optimises the
riviay process by wsing big data technolegy through its platform and system, including credit analysis,
assoasnent of collectabdity of borrewere, monlioding tho caah flow sialus, posaibllity of misconduct
and hsudulen! activities. In lerms of cfedil examining management, specific polices and proceduras
are astabished 1o assess loans offenng. For subaequent monitonng, the Group monitors tha cash fiow
and operalion stetus of each borrowers. Once the loan was issued, all borrowers would be assessed Dy
fraud examinalion modal 1o prevent ksudulent beheviors, In pest-lcan supervision, e Croup eatablishas
righ monfionng alert system throwugh penodical monitaring, The estimation of credit exposura for rigk
MEnaJEMant purposes |s complex and requires use of models as the exposure vanes with changes In
markets conditions, expeciad cash fiows and possage of time,

Tha assessment of credit rsk of a portfolio of assels antails further estimaticons a8 to the Eeelinocd of
defauits cocurmng, of the associalad fosa ralios and of default corrections betwean counterparties. Tne
Group measares credit risk wsing Probabsfity of Detault(*PD"), Exposure at Default FEAD and Loss
Ghven Dedautt ("LGD". This Is conslstant with the general approach used for the purpases of measuring
ECL under IFRE G,

(1]} ECL model for loans and recelvables from financing service, as summarised below:

. The loans and recaiables from financing senice thet ks not credit-mpaired on indtial
recognition is classdied In *5Stage 1° and has its credit risk continwously monitored by the
Group. The expecied credit loss s measured on & 12-month basls,

. The Group measures the loss afiowanca for the 'cans and rocoivables from financing
sefvice al an amount equal to tha Ketime ECL Il the credit sk of that financial insirument
has increased ssgnificantly since imtial recognition, but s mot yet deemed fo be credi-
Impained.

. I the financlal Instrumeant is credi-impaired (a5 defined below), the firancial Instrument i&
ihan moved to "Stage 3% The axpected cradit _basiunmmad an lifetima hasis.
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

[d)  Ligquidity risk

The Group's ebjectiva is to maintan a balance betwoen cominuity af funding and Baxibility theough tho
use of interest-bearing bank and other barrowings, and ather available sources of financing.

Tha matuity profile of the Group's financlal kabillies as at the end of the reporting perlod, based on the
contractual undiscounted payments. i3 a8 follows:

3 December 2018
Within one year  In the second In the third Beyond
of on damand yoar  te fifth years fve years Tatal
AME mition  AMB mitiorr  AMBmilion  RMB millfen BMB miltion

Inderast-baaring
borrowings 15,424 578 10,151 - 26,153
Trada payabies 17,222 - - - 17,222
Billz payable 10,518 - - - 19,818
Oither payabias 1,E3 1,153 504 [T 13,548
D 1o joinl veniures 13,847 - - - 13,047
78,342 1.7 100651 64 80,788

— —— — ——
31 Doecomber 2017
Wiahin onég yaar In iha In tha third Bayond

oF on demand Socoend yoar 1o Shh yanrs five ‘pbarn. Tetal
RS riion RMEB miiion RME miic AMEB miion M imition
{Rastatocd) [FRestated) (Rastabod) fRestabed) {Rerstartact

Intorest-baaring
Dorrowing & 14,581 214 2.184 - 16,779
Trade payables 21,57 - - - 24 71
Bills payable 22,583 - - - 22583
Ot payatias 13,465 aiv 273 84 14,404
Dumd o joint vonlures 13,537 - - - 13,337
BASIT Tt 2462 B84 £8,654

208 Dongleng Motor Group Company Limited
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decembar 2018

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(CONTINUED)

{f}  Fair value estimation

The group’s policy is 1o recognise transiera inlo and rantfors out of lair value hisrarchy loves as ot tho
end of the reporting penod.

Laval 1; The fair value of financlal Instruments traded In netlve markats (such as publicly fradoed
darivatives, and squily sacurities] iz based on quelsd madst prices al 1ha end of the reporting paricd;
The guoted markel price used for inancial assets held by the group is the current big poce, These
mngtrumants are included i leved 1,

Leval 2 The feir value af finsscil instrumeants st ane not reded inan sctive markel (lor examge, ove-
the-countes dernvatives) is oetermingd wsing valuation technigues which maxmise the use of oDservabie
markel dala and rely 83 little 23 possible on entity-specific estimates. If all sgnificant inputs requined 1o
falr valus an insiruman] are observabls, the instrument s included in level 2.

Leval 3: i one or mora of the significant Inputs s not basad on observable market cata, the Instrumeant is
inciidod in level 3. This is the caso for unlisted equity securities,

Thiz section explaing the judgemanis and estimales made in detarmining 1ha feir values of the financial
mstrumanis thal are recognised and measuned ai fair value i the financial statemants. To provide an
moication about the reffabsity of the inputs used in determining fair value, the group has classified its
financial instrumants into the three levels prescribed under the accounting slandards,

At ot 31 Decemnber 2018 Lavwed 4 Level 2 Lewel 3 Total
Notes AME milon AME mafivon AME miiam RS o

Finamelal sesats
Finamcial assets at FYPL
Weaith management product -
with princips and inferests non-
querantood B - - &0 50
Structurnl deposits 28 = - 1618 1818
Eur and HAD swep 28 - - 0 30
Finameial sasels at FYOC]
Bilts racevabie 24 = = bR ] iz
Unistad aquty secirnties 268 - - na 28
Tatal financial ascats - - 4241 4241

210 Dongfeng Motor Graup Company Limited
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Motes to the Financial Statements (Continued)
For the vear ended 31 Decamiber 2018

42.

BALANCE SHEET AND RESERVE MOVEMENT OF THE COMPANY

(CONTINUED)

Reserve movement of the Company

EDINETOOOO
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Capital Statutary Rotained
reserve reserves profits Total
FAE mihan AME rriftion BME milfiion FINE rmislion
Az at 1 January 2017 2.541 6975 45.728 55,245
Total comprehensive income ior
Tha year - - 11,8438 11,838
Translor to ressr 1,148 - {1,148 -
Firsgl 2018 and infefm 2017
dividend declared and paid = - 2,844) {2.84:3)
Az at 31 December 2017 3,680 6,978 53,676 64,341
Changs in accounting
policy - IFAS 9 (&) - {70y (7}
As at 1 January 2018 3,683 B.E78 53,606 64,265
Total comprehensive income
for tha year - - 5,267 5,267
Business combination invelving
enterprises under commaon
control (40} - - (40)
Transfer to resene 1,162 - [1,162) -
Final 2017 and interim 2018
dividend declared and paid = I (3,016) {3,010}
Others * = a8 T2
As at 31 Decambaer 2018 4,809 6,978 54,763 66,548

214 Dongfeng Motor Group Company Limited
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Notes to the Financial Statements (Continued)
For 1ha year anded 31 Decarnber- 2018

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

Reserve movement of the Company (Gontinued)
fa)  Statufory reserves

In accordance with the FRC Gompany Law, the Company, 115 subsidiaries and associates astablishad
In tha PRC are roquired to allacate 10% of thair profits after tax (detecmined under the PRC Genarally-
Accepted Accouniing Prirciples (PRIC GAARY) 1o their reapsctive statutory surples reserves [the “SSAT),
No allocation 1o the SSA is required after ihe balance of such resenve reaches 50% of Ihe registered
capital of ihe respective companies. Sublact (0 conain restnictions sel out n the PRC Company L,
part of the S5R may bo converied o increase sharo caplinl, previded that the remaining balence afior
the cagitalisation is nol lasy then 25% of e registensd capital of the respectie companiss,

Pursuant to tna refevant faws and regulations for Sino-foreign [oint venture enterprises and the
memorandum and articles of association ol the relevani companies, the Group's Sino-lorelgn |olnt
vantures are also required 1o make sppropriations of certain of thesr profits after tax thereol 1o thair
enterprise expansion funds and reserve funda, which are resiricied as 1o use.

() Distributable reserves

Az set out in note 12, for dividend distribution purposes, the Company’s destributabie proft is based on
the lower of the ned profit after tax as determined undae PAC GAAP and (FRSa following ita restruciuring
Into a |oint stock Hmited llabdity company on 12 October 2004, The amounts that the Company's
subaidianies and joint venlures can legally distrébute by way of dividand are determined by reference to
thelr profite as reflected i their financial slatomenis propared in bocordance with PRC GAAP. Thaso
profits may differ from thosa dealt with in thesa financial stat=ments, which ere prepared In eccordance
wilh IFRSs;

In accordance with the PRG Company Law, the net profits after tranafers to the 55R can be distibuted
as dividends by the companiss comprising the Group &5 set out above.

Undar the relevani lows and regulatony requirements; the nat profits of the Group's’ Sing-foreign joint
veniures alter trensies to (he enterprise expansion fund and the reserve lunds cen be distributed as
dividends by the Group's Sno-foreign joint venlures,

43. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statemants were approved and authorised for issue by the Board of Dreclors on 27 March 2018,
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@
2014 2015 2016 2017 2018
19.78 20.37 18.52 17.32 17.48
16.39 18.55 15.06 15.75 16.01
17.24 19.41 16.38 16.61 16.71
19.47 18.56 16.78 17.28 16.16
( )
100
@
2018 12 2019 1 2019 2 2019 3 2019 4 2019 5
16.52 16.27 16.59 16.70 16.75 16.45
16.01 15.68 16.23 16.40 16.51 15.82
16.32 16.04 16.40 16.57 16.63 16.03
( )
100
(©)
15.69 (2019 20 )
( )
100
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