r:SAsmE

GAC GROUP

Guangzhou Automobile Group Company Limited
ENSREEBEROGERQA

(a joint stock company incorporated in the People’s Republic of China with limited liability)

Stock Code : 2238



Important Notice

The Board, Supervisory Committee and the Directors, Supervisors and senior management of the Company
warrant the authenticity, accuracy and completeness of the information contained in the annual report and there
are no misrepresentations, misleading statements contained in or material omissions from the annual report for

which they shall assume joint and several responsibility.
All Directors of the Company attended board meetings.
PricewaterhouseCoopers has issued the audit report for the Company with unqualified opinions.

Mr. Zhang Fangyou, the Chairman of the Board, Mr. Zeng Qinghong, General Manager, Ms. Wang Dan,
the financial officer and Mr. Zheng Chao, the head of the finance department, declare that they warrant the

truthfulness, accuracy and completeness of the financial statements contained in this annual report.

The Board of the Company approved the 2012 profit distribution plan
The Board recommended to pay a cash bonus of RMBO0.2 per ten Shares (tax inclusive). The cumulative cash
dividend of the year accounted for about 51% of the net profit attributable to the shareholders’ interests of the

parent company.

The forward-looking statements contained in this annual report regarding the Company’s future plans and
development strategies do not constitute any substantive commitment to investors and investors are reminded of

investment risks and to exercise caution in their investment.

Was there any appropriation of funds of the Company by the Controlling Shareholder or its subsidiaries for non-
operational activities?
No.

Were there any guarantees granted to external parties by the Company without complying with the prescribed
decision-making procedures?
No.
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Chapter 1 Definitions and Notice of Material Risks

I  DEFINITIONS

In this annual report, unless the context otherwise requires, all terms used shall have the following meaning:

associated companies

“Board”

“Company” or “GAC Group”

“Company Law”

“«CSRC”

“Director(s)”

“GAC Bus”

“GAC Changfeng”

“GAC Commercial”

“GAC Component”

“GAC Fiat”

“GAC Gonow”

GAC Group Co., Ltd * Annual Report 2012

all entities over which the Group has significant influence but not control,
generally accompanying a shareholding of between 20% and 50% of the

voting rights of such entities

the board of Directors of the Company

Guangzhou Automobile Group Co., Led. (J& N VR H 4 F 3 A PR )
the Company Law

China Securities Regulatory Commission

the director(s) of the Company

Guangzhou Automobile Group Autobus Co., Led (J& JH V5 4E [ & # A [R
/v H]) (formerly known as Guangzhou Denway Bus Co., Ltd (&2 W&
HATBRZ2 7)), a company incorporated on 18 January 1993 under PRC law

and a wholly-owned subsidiary of our Company

GAC Changfeng Motor Co., Ltd. (JERRYRERDARAT) (formerly
known as Hunan Changfeng Motor Co. Led. (15 & B H & B r A
FR/Z>H])), a company incorporated in November 1996 under PRC law, in
which is the Company currently holds 100% of its equity interest

Guangzhou Automobile Group Business Co., Ltd (EINIRHEEMEEE A
PR/ F]), a company incorporated on 21 March 2000 under PRC law and a

wholly-owned subsidiary of our Company

Guangzhou Automobile Group Component Co., Ltd. (E’éﬂ” IR A [ &
A FRZA T ), which was incorporated on 29 August 2000 under PRC law
and which is directly owned as to 51% by our Company and is a subsidiary

of our Company

GAC FIAT Automobiles Co., Led. (E{RIERRFFREAMRA ), a JCE
incorporated on 9 March 2010 under PRC law by Fiat Group Automobiles
S.p.A. and our Company, in which our Company holds 50% equity interest

GAC Gonow Automobile Co., Led (B BIREAG R A ), a company
incorporated on 8 December 2010 under PRC Law, in which the Company
holds 51% of its equity interest



Chapter 1

“GAC Hino”

“GAC Mitsubishi”

“GAC-SOFINCO”

“GAC Toyota Engine”

“GAC Toyota”

“GAED”

“GAIG”
“GAMC”

“Group”

“Guang Ai Insurance Brokers”

Definitions and Notice of Material Risks

GAC Hino Motors Co., Ltd. (&5 H B RH A RAA]), a JCE incorporated
on 28 November 2007 under PRC law by Hino Motors and our Company,
in which our Company holds 50% equity interest

GAC Mitsubishi Motor Co., Led. (JER=ZFREARAA), a joint
venture and JCE incorporated on 25 September 2012 under PRC law held
by the Company and Mitsubishi. The Company holds 50% equity interest

in it

GAC-SOFINCO Automobile Finance Co., Ltd. (IR IEI X E 4R A R
/3 H]), a joint venture company incorporated on 25 May 2010 under PRC
law by the Company and Société de Financement Industriel et Commercial
(SOFINCO), in which each of the Company and SOFINCO holds 50%

equity interest

GAC Toyota Engine Co., Ltd. (%{%%Eﬂ?ﬁ@ﬁfﬁﬁﬁﬁ/z}ﬁj ), an associated
company incorporated on 24 February 2004, in which the Company holds

30% equity interest

GAC Toyota Motor Co. Ltd (BEREHREARAA) (formerly known as
Guangzhou Toyota Motor Co. Led (JEJH % HIRHLABRA 7)), a company
incorporated on 1 September 2004 under PRC law, which is a joint venture
company and a JCE held by the Company and Toyota. The Company holds
50% equity interest in GAC Toyota

Guangzhou Automobile Group Company Automotive Engineering
Institute, a subsidiary of the Company, established on 29 June 2006 for
the purpose of conducting research and development of the products and

technologies in which the Company has proprietary right

Guangzhou Automobile Industry Group Co., Led. (I ITH L2EE A
PR/ ), a state-owned enterprise incorporated on 18 October 2000 under
PRC law, a controlling shareholder of the Company

Guangzhou Automobile Group Motor Co. Ltd. (& ¥ HE4E [ 3 I B A
PR/ F]), a company incorporated on 21 July 2008 under PRC law and a
wholly-owned subsidiary of the Company

the Company and its subsidiaries
Guangzhou Guang Ai Insurance Brokers Limited (N R A

PR/ ), a company incorporated on 7 June 2006, in which the Company
holds 75.1% equity interest

GAC Group Co., Ltd ® Annual Report 2012
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Chapter 1 Definitions and Notice of Material Risks

“Guangqi Honda”

“HAVECO”

“Hino”

“Honda (China)”

“Honda”

“Hong Kong”

“Independent Non-executive Directors”

“jointly-controlled entity” or “JCE”

“Listing Rules”

“Mitsubishi”

“MPV”

“PRC”

GAC Group Co., Ltd * Annual Report 2012

Guangqi Honda Automobile Co., Ltd. (BEIRAHRHA RAF) (formerly
known as Guangzhou Honda Automobile Co. Ltd (A FH R B A R
/A1), a company incorporated on 13 May 1998 under PRC law, which
is a joint venture company and a JCE held by Guangzhou Auto Group

Corporation and Honda

Hangzhou HAVECO Automotive Transmission Co., Led. (FLIHARAERT IR
AR 2T BRZA T ), an associated company incorporated on 26 September
1996 under PRC Law, which is a sino-foreign joint venture equally held
by Hangzhou Advance Gearbox Group Co., Ltd., GAC Components and
IVECO Lid

Hino Motors Led. ( H ¥ H#) #i Ak & #L), a company incorporated under
the laws of Japan and a joint venture partner of the Company in GAC Hino
and Shanghai Hino

Honda Automobile (China) Co., Led. (ARHIKH (FEH) HRAA), a
company incorporated on 8 September 2003 under PRC law, of which
the Company holds 25% of its equity interest, and which is one of the

Company’s associated companies

Honda Motor Co. Lid (A M BF L3N & 4L), a company incorporated
under the laws of Japan and a joint venture partner of the Company in

Guangqi Honda
the Hong Kong Special Administrative Region of the PRC
has the same meaning as independent directors of the Company

a joint venture company which is subject to direct or indirect joint control
(shareholding ratio: 50%:50%), such that none of the participating parties
has unilateral control over the economic activity of the jointly-controlled

entity

the Rules Governing the Listing of Securities on the Stock Exchange and the
Rules Governing the Listing of Shares on the SSE, as amended from time to

time

Mitsubishi Motors Corporation (=25 H B B L34k & 4t) , a company

incorporated in Japan
multi-purpose passenger vehicle
the People’s Republic of China (for the purpose of this announcement, does

not include Hong Kong, the Macau Special Administrative Region of the
PRC or Taiwan)
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“RMB”
“Securities Law”
“§EQO”

“Shanghai Hino”

“Shareholder(s)”
“SSE”

“Stock Exchange”
“Suv”

“Toyota”

“Urtrust Insurance”

Wuyang-Honda

Definitions and Notice of Material Risks

Renminbi, the lawful currency of the PRC
Securities Law of the PRC
the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong)

Shanghai Hino Engine Co., Ltd. (L H BB RAF), a company
incorporated on 8 October 2003 under PRC law. Shanghai Hino was held
as to 50% by Hino, 30% by the Company and 20% by Shanghai Electric
(Group) Corporation

shareholder(s) of the Company
the Shanghai Stock Exchange
The Stock Exchange of Hong Kong Limited

sports utility vehicle

Toyota Motor Co., Led. (5 HIIXHA /A F] ), a company incorporated in

Japan and a joint venture partner of the Company in GAC Toyota

Urtrust Insurance Co., Ltd (AFIRELARBIM A BRZA ), which was
incorporated on 8 June 2011 and in which the Company holds 60% equity

interest

Wuyang-Honda Motors (Guangzhou) Co., Ltd. a company jointly
established by the Company, Honda and Honda, Technology & Research
Industry (China) Investment Co., Ltd. in 1992, in which the Company
holds 50% equity interest

I NOTICE OF MATERIAL RISKS

The Company has described in detail the existing risk factors in this report, please refer to the contents of “Discussion

and Analysis by the Board on Future Development of the Company” in the section headed “Report of the Board” of the

Annual Report.

GAC Group Co., Ltd ® Annual Report 2012
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Chapter 2 Chairman’s Statement

Zhang Fangyou

Chairman

In 2012, affected by factors including slowdown of growth of domestic macro-economy, continued increase of oil price,
the implementation of purchase restriction in major cities, the production and sales of vehicles in the PRC during the year
were 19,271,800 units and 19,306,400 units, representing an increase of 4.63% and 4.33%, respectively compared to
the corresponding period last year, among which, the production and sales of passenger vehicles amounted to 15,523,700
units and 15,495,200 units, representing an increase of 7.17% and 7.07% respectively compared to the corresponding
period last year; the production and sales of commercial vehicles amounted to 3,748,100 units and 3,811,200 units,
representing a decrease of 4.71% and 5.49% respectively compared to the corresponding period last year. China’s
automotive industry is showing a slight growth. In 2012, China’s motorcycle industry encountered decline in both
domestic and export sales, being the first time in the past five years. Sales of motorcycles amounted to 23,650,000 units in
the year, representing a decrease of 12% compared to the corresponding period last year, among which domestic sales and
export amounted to 14,710,000 units and 8,940,000 units, representing a decrease of 9% and 17% respectively compared

to the corresponding period last year.

During the reporting period, especially due to factors such as the Sino-Japanese Diaoyu Island incident and the new
enterprises being at their initial stage, production and sales of vehicles of the Group together with its joint ventures and
associated companies were 703,300 units and 712,200 units, representing a decrease of 5.57% and 3.8%, respectively
compared to the corresponding period last year, among which, the production and sales of passenger vehicles amounted
to 670,700 units and 680,100 units, representing a decrease of 7.73% and 5.69% respectively compared to the
corresponding period last year; the production and sales of commercial vehicles amounted to 32,600 units and 32,100
units, representing an increase of 82.49% and 66.54% respectively compared to the corresponding period last year; and
the production and sales of motorcycles amounted to 943,600 units and 951,000 units, representing an increase of 0.95%

and 5.65% respectively compared to the corresponding period last year.

GAC Group Co., Ltd * Annual Report 2012



Chapter 2 Chairman’s Statement

During the reporting period, operating income of the Group together with its joint ventures and associated companies
amounted to approximately RMB147,704 million, representing a decrease of approximately RMB10,022 million or
6.35% compared to the corresponding period last year. Operating income of the Group amounted to approximately
RMB12,964 million, representing an increase of approximately 18.03% compared to the corresponding period last year.
Net profit attributable to owners of the parent company amounted to approximately RMB1,134 million, representing a

decrease of approximately 73.46%.

The Board adhered to its general work instruction principles of “spurring development and coping with future challenges
by innovation and reform”, rose to challenges by grasping opportunities amid crises and pushing forward aggressively in
adversity and thus ensured stability in production and operation of the Group to the greatest possible extent. It also made
breakthroughs in aspects including listing of A shares, business development of proprietary brands, deepening of joint

venture cooperation, improvement in the incentive mechanism, strengthening of internal control and risk management.

Looking forward to 2013, although there remain many uncertainties in the global economy. China’s economy is expected
to keep up its steady growth. With such objective conditions as gradual development of urbanization and rigid demand
for automobiles, there is still room for sustainable growth of China’s automobile market, energy-saving and new energy

vehicles are also expected to have greater development opportunities and the industry growth rate is expected to be 8%.

In 2013, on the foundation of former business and industrial layout, the Group will focus more on enhancing product
competitiveness, strengthening establishment of its own systems, improving industrial structure, innovating in operation
and management systems, and increasing brand competitiveness and market share, so as to further utilise the synergy of its

complete production chain and achieve stable recovery of its business result.

GAC Group Co., Ltd ® Annual Report 2012

9



Chapter 3 Corporate Information

I. CORPORATE INFORMATION

Chinese name of the Company R 3 A O A A R

Chinese abbreviation JE R

English name of the Company Guangzhou Automobile Group Co., Ltd.
English abbreviation GAC GROUP

Legal representative Zhang Fangyou

II. CONTACT PERSON AND CONTACT METHOD

Secretary to the Board

Name Lu Sa
Address 23/F, Chengyue Building, 448-458 Dong
Feng Zhong Road, Yuexiu District, Guangzhou, Guangdong
Telephone 020-83150886
Facsimile 020-83151081
E-mail lus@gagc.com.cn

ITII. BASIC INFORMATION

Registered address of the Company 23/F, Chengyue Building, 448-458 Dong

Feng Zhong Road, Yuexiu District, Guangzhou, Guangdong
Postal code of the Company’s registered address 510030
Office address of the Company 23/F, Chengyue Building, 448-458 Dong

Feng Zhong Road, Yuexiu District, Guangzhou, Guangdong
Postal code of the Company’s office address 510030
Company’s website WWW.gagc.com.cn
E-mail ir@gagc.com.cn

IV. INFORMATION DISCLOSURE AND PLACE OF INSPECTION

Newspapers selected by the Company China Securities Journal, Shanghai Securities
for information disclosure News, Securities Times and Securities Daily

Website for publishing the annual report www.sse.com.cn/www.hkex.com.hk

Place of inspection of the annual report 16/F, Chengyue Building, 448-458 Dong Feng Zhong Road,
of the Company Yuexiu District, Guangzhou, Guangdong
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VI.

VII.

Chapter 3 Corporate Information

INFORMATION ON THE COMPANY’S SHARES

Information on the Company’s Shares

Stock Exchange of Stock
Class of shares listing shares abbreviation Stock code
A Shares Shanghai Stock Exchange GAC GROUP?P 601238
H Shares Stock Exchange of Hong Kong GAC GROUP 02238

OTHER RELEVANT INFORMATION

Principal office and place of business : Room 808, Citicorp Centre, 18 Whitfield Road,
in Hong Kong Causeway Bay, Hong Kong
H share registrar of the Company : Tricor Investor Services Limited
H share registrar of the Company’s address : 26/F, Tesbury Centre, 28 Queen’s Road East, Hong Kong

REGISTRATION ALTERATION OF THE COMPANY DURING THE
REPORTING PERIOD

(i) Basic Profile

Date of business registration : 18 June 2012
Place of business registration : Guangzhou Administration for Industry and Commerce
Registration number of the Company’s : 440101000009080

business license
Tax registration number (B FBIF 440101633203772, EHIBLF 440104633
Organization code : 63320377-2

GAC Group Co., Ltd ® Annual Report 2012
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Chapter 3 Corporate Information

(if) Inspection index to the initial business registration of the Company

Details of the initial business registration of the Company and its changes are set out as below:

Initial registration:

Ist registration change:

2nd registration change:

3rd registration change:

4th registration change:

5th registration change:

Date of business Registration

Place of business Registration

Registration number of the Company’s
Business license
Organization Code

Tax Registration number
Registered Capital

Date of the registration change

Registration number of the Company’s
Business license

Organization Code

Registered Capital

Date of the registration change

Registration number of the Company’s
Business license

Organization Code

Registered Capital

Date of the registration change

Registration number of the Company’s
Business license

Organization Code

Registered Capital

Date of the registration change

Registration number of the Company’s
Business license

Organization Code

Registered Capital

Date of the registration change

Registration number of the Company’s
Business license

Organization Code

Registered Capital

GAC Group Co., Ltd * Annual Report 2012

: 28 June 2005

: Guangzhou Administration for

Industry and Commerce

: 4401011103176

: 6320377-2
EF BT 440101633203772,

HE BT 440104633

: RMB3,499,665,555

: 3 April 2009
: 4401011103176

1 6320377-2
: RMB3,825,984,481

: 18 January 2010
: 4401011103176

: 6320377-2
: RMB3,934,757,457

: 19 April 2011
: 44010000009080

: 6320377-2
: RMB6,148,057,675

: 18 June 2012
: 44010000009080

: 6320377-2
: RMB6,435,020,097

: 25 December 2012
1 44010000009080

: 6320377-2
: RMB6,435,020,097



Chapter 3 Corporate Information

(iii) Changes in principal business since the listing of the Company
There was no change in principal business since the listing of the Company.
(iv) Changes in controlling shareholders since the listing of the Company

There was no change in controlling shareholders since the listing of the Company.

VIILOTHER RELEVANT INFORMATION

Auditors (Domestic) Name: BDO China Shu Lun Pan Certified Public Accountants LLP
Business address : 4th Floor, 61 Nanjing East Road, Huangpu District, Shanghai
Name of signatory Accountants:  #f i
EEW
Auditors (Hong Kong) ~ Name: PricewaterhouseCoopers
Business address: 22/F, Prince’s Building, Central, Hong Kong
Sponsor performing Name: China International Capital Corporation Limited
the continuous Business address: 28th Floor, World Tower 2,
supervisions 1 Jian Guo Men Wai Avenue, Beijing
duties during Name of signatory Accountants: 5% #% ~ 1R #

the reporting period  Period of continuous supervisions: from 29 March 2012 to 31 December 2014

GAC Group Co., Ltd ® Annual Report 2012 13
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Chapter 4 Difference in Accounting Data under Different Accounting Standards

During 2012, the Company disclosed financial statements in accordance with Hong Kong accounting standard and

PRC accounting standard, differences in the net profits and net assets attributable to the Shareholders due to different

accounting standards are as follow:

Unit: RMB’000

Net Assets attributable to the

Net profits shareholders of the listing Company
Current Last End of Beginning of
period period the period the period
In accordance with PRC Accounting Standards 1,064,623 4,167,211 31,089,854 29,158,773
In accordance with Hong Kong Financial Reporting
Standards, the adjusted items and amount:
Amortization of equity investment difference 2,210 2,210 42,607 40,397
charge staff and workers’ Bonus and Welfare Fund recorded
in reserve under PRC Accounting Standards to profit and loss (1,281) (1,067) - -
Difference in accounting treatment of the reversal
of impairment of non-current assets (792) (1,454) 9,610 10,402
In accordance with Hong Kong
Financial Reporting Standards 1,064,760 4,166,900 31,142,071 29,209,572

GAC Group Co., Ltd * Annual Report 2012
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Chapter 5 Report of the Board

BUSINESS OVERVIEW

I. SUMMARY OF BUSINESS OF THE GROUP

The Group’s main business consists of researching and developing, manufacturing and sales of passenger vehicles,

commercial vehicles, motorcycles, engines and auto parts, as well as car sale and leasing, after-sale services, import

and export of automobile-related products, logistics services, automobile finance and automobile insurance and

brokerage services.

(1)

)

3)

Vehicles

The Group produces a variety of passenger vehicles mainly through JCEs, namely Guangqi Honda, GAC
Toyota, GAC Fiat and GAC Mitsubishi, and a wholly-owned subsidiary, GAMC, a subsidiary, GAC Gonow
and others. As at 31 December 2012, the Group produced more than ten series of sedans, SUV and MPV,
including GAC Toyota Camry, GAC Toyota Highlander, Guangqi Honda Accord, Guangqi Honda Odyssey,
GAC Fiat viaggio, GAC Mitsubishi ASX, GAC Trumpchi, GAC Trumpchi GS5 and GAC Gonow Aoxuan
G5 etc. The Group also participates in the production of Jazz sedans through its associated company Honda
(China).

The commercial vehicles of the Group are mainly manufactured by its subsidiary, GAC Bus and JCE, GAC
Hino. Main products include light and heavy trucks, construction vehicles, large- to medium-sized passenger

vehicles (including new energy vehicles purely electrically powered and hybrid).

As at 31 December 2012, production capacity of passenger vehicles and commercial vehicles of the Group

together with its JCEs and associated companies was 1,350,000 units.
Motorcycles

The Group manufactures motorcycles mainly through Wuyang Honda. Main products include standard

motorcycles, sport bikes and scooters.

For the year ended 31 December 2012, the production capacity of motorcycles of Wuyang — Honda was 1

million units.
Parts and components

The Group’s auto-part products include engines, gearboxes, car seats, HVAC systems, auto lamps, shock
absorbers and accessories. The Group’s research and development and production of engines is mainly carried
out through GAC Toyota Engine, Shanghai Hino, in each of which the Group holds 30% interest and the
subsidiary, GAMC, that of gearboxes through HAVECO, and that of other vehicles parts and components
including car seats, HVAC systems, auto lamps, automation accessories, redirectors and shock absorbers

through other subsidiaries, jointly controlled companies and investees of GAC Component.

GAC Group Co., Ltd * Annual Report 2012



I1.

Chapter 5 Report of the Board

(4) Automobile-related services

The Group’s business of trading, automobile finance, insurance and brokerage, automobile logistics are
mainly carried out through its subsidiaries, GAC Commercial and investees thereof, Urtrust Insurance, Guang
Ai Insurance Brokers and the JCE, GAC-SOFINCO and the associated company Tong Fang Global (Tianjin)
Logistics Co., Ltd. to provide automobile sales, automobile finance, automobile insurance, automobile

leasing, logistics and import and export and other services.

After strategic and business development in recent years, the Group has established a complete production
chain, centring upon manufacture of vehicles and covering research and development and parts and
components in the upper stream and trading, finance, insurance, leasing and logistics of automobiles in the
lower stream, and become one of the automobile groups having the most integrated production chain in

China.
PERFORMANCE OF THE BOARD

In 2012, the Group listed its A shares, rapidly developed business of proprietary brands, accelerated innovative
reforms, began to see fruit of its resource integration in production chain and further deepened cooperation of joint
ventures, when it was also faced with severe challenges. Under the influence of such factors as slowdown of macro-
economic growth, intensified competition in the automobile industry and the Sino-Japanese Diaoyu Island incident,
the Board, adhering to its general work instruction principles of “spurring development and coping with future
challenges by innovation and reform”, assessed the situation and put effort in integrating and utilizing synergy of
the production chain of the Group and pushed forward with further development of business of proprietary brands
and joint venture cooperation. It advanced in the adversity in unity and secured a stable operation. It also made
breakthroughs in aspects including proprietary brands, joint venture cooperation, capital operation, reorganization
and integration, improvement of the incentive mechanism, reinforcing internal control and risk management, which

laid a solid foundation for further development of the Group.
1. Actively responded to severe situation and secured stable production and operation

In 2012, affected by factors including intensified industry competition, the license restriction in certain
cities and the Sino-Japanese Diaoyu Island incident, the Group and its investees conducted in-depth market
research and adopted various proactive and effective measures, which included full production and operation,
implementing proposals to broaden sources of income and reduce expenditure and launching activities to
reduce cost and boost efficiency. Especially after the Diaoyu Island incident, when the disadvantageous
situation was such that “normal operation of franchises was disrupted, and confidence of consumers,
franchisees and operating team was affected”, the Group actively made responses to stabilize its staff and
calm customers, while it worked together to increase synergy among business sectors by leveraging on its
complete production chain. Urtrust Insurance, a subsidiary of the Group, promptly designed and developed
an insurance product specially for devastated vehicles, which gained extensive recognition from customers
after launch and effectively redeemed confidence of customers and consumers and secured a relatively stable

production and operation for the Group.

GAC Group Co., Ltd ® Annual Report 2012

17



18

Chapter 5 Report of the Board

Elaborately developed research and development platform for breakthrough in proprietary innovation

In 2012, the Group reached a new height in the establishment of its proprietary research platform. Phase I of
GAEI Hualong new base has been completed after two and a half years of construction. The base contains 15
laboratories for different purposes, a trial production space, a trial lane for vehicle adjustment and software
and hardware facilities and equipment among the top class in China and the most advanced internationally.
The completion and coming-intooperation of the new base will rapidly enhance efficiency and the
development quality and quantity of proprietary brand vehicles and parts and components and provide strong
support and protection to subsequent product development. In the year, GAEI completed 188 technical
summaries, 95 design blueprints, 249 technical standards and 45 development processes. Among 214 patent
applications made by the Group and its major investee companies in the year, 124 patents were granted. It
was granted the “government-certified Enterprise Technology Center” qualification and “Guangzhou Patent

Excellence Award”.

In the year, the Group successively launched its proprietary brands, Trumpchi GS5 2.0L and 1.8T and
2-wheel-drive/4-wheel-drive SUV products and started their mass production. GS5 was ranked the third in
C-NCAP collision safety assessment among the SUV class with a five-star score of 49.1 and was well-received

by the market.
Steadily promoted resources integration and achieved breakthrough in joint venture cooperation

By further improving the coordination mechanism with all investees and deepening joint venture cooperation,
the Group steadily proceeded with major joint venture and cooperative projects, further deepened cooperation
with them and improved its industrial and regional strategic layout. In June 2012, a new plant of GAC Fiat
was completed and production of the first model Viaggio commenced. In October 2012, establishment of
GAC Mitsubishi was announced in Changsha, Hunan, along with the commencement of production of its
first model ASX, which was put into the market in Guangzhou Auto Show in November. New joint ventures
and completion and commencement of operation of plants will facilitate further development of joint venture

business of the Group.

To coordinate complementary advantages of resources of the Group, rapidly enhance core competitiveness
of the Group and achieve win-win development, on 6 November 2012, the Group entered into a strategic
alliance cooperative agreement with Chery Automobile Co., Ltd. to commence cooperation in vehicle
development, power train, key parts and components, research and development resources, energy saving and
new energy vehicles, international business, production management and other fields, which opened up a new

mode of cooperation between automobile companies.
Listed its A shares for better capital operation

On 29 March 2012, the Group reorganized GAC Changfeng by way of share exchange. Upon completion of
its industrial layout and business integration, it listed its A shares on the main board of SSE and it became the
first state-owned automobile group that has its H shares and A shares concurrently listed on the main board,
and this laid a solid foundation for the Company in further optimizing its management structure and product
and industrial layout, establishing a A+H double capital operation platform, expanding financing channels,
reducing management costs, enhancing operating efficiency and becoming stronger. It was for the same reason
that it was granted the “best innovative listed company award” for A shares in 2012 at the “China Business

Network ¢ China Capital Annual”.

GAC Group Co., Ltd * Annual Report 2012



Chapter 5 Report of the Board

Furthermore, to meet needs of existing capital structure and future capital needs, the Group proposed to
issue RMB6,000 million corporate bonds in the year, which was approved by the Public Offering Review
Committee of the CSRC on 21 December 2012 and the approving document was received in January 2013.

Innovative reform, exploring management system and mechanism

At the beginning of 2012, the Group set an operational direction of “spurring development by innovation
and reform” against existing development issues of urgency, and, based on situation of the time, proposed
innovative measures in five aspects, namely “strengthening proprietary innovation to enhance core technology;
strengthening reorganization and integration to enhance strategic management capability; strengthening joint
venture cooperation to enhance corporate competitiveness; strengthening management system to enhance
managing effectiveness; and strengthening internal management to enhance corporate efficiency”. It looked
for differences inside and learnt from outside to implement the innovations with participation of the whole

Group.
Continued standardized operation to improve internal control and risk prevention

In the year, the Group, taking the opportunity of its listing of A shares, continued its standardised operation
and organized trainings in relation to corporate management of listed companies for its directors, supervisors
and senior management to comprehensively enhance their level and awareness thereof. Based on its business
development needs and requirements of China’s and foreign listing rules and relevant regulations, it also
reviewed its entire internal management system and revised its articles and association, implementing rules
of special Board committees, including the strategic committee, the audit committee, the remuneration and
evaluation committee and the nomination committee, and implementing rules of secretary to the Board.
Based on regulatory requirements, it formulated an inside information management system to strengthen

regulations on inside information management and enhance corporate management level of the Company.

Continuously promoted the establishment of the internal control and risk management system and formulated
internal control management manual and risk management manual to lay a foundation for the establishment

of the Group’s internal control and risk management system.
Strict information disclosure to strengthen investor relation management

Subject to regulatory requirements of China’s and foreign listing rules and the principle of strict information
disclosure, the Group registered inside information and made relevant announcements in a timely manner
when dealing with sensitive information. In the year, the Group uploaded a total of 100 periodic reports
and extraordinary announcements to the Stock Exchange and a total of 87 periodic and extraordinary
announcements and disclosure documents to the SSE, which ensured that investors can understand the

operation of the Company in a timely, fair, accurate and complete manner.
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Through multi-level and diverse investor communicating activities, the Group incorporated investor relation
management into its corporate capital market strategy. In the year, in addition to conventions such as regular
visits for investors and analysts, investor open days, conference calls, roadshows in China and other places and
participation in summits for investment banks, the Group also arranged for investors to attend large functions
such as automobile show, ceremonies of establishing new joint ventures and commencing production of
new models, so as to strengthen bilateral communication with investors and analyst by various methods. It
received more than 600 analysts and investors and gradually strengthened confidence of investors in future

development of the Company.

The Group’s efforts in investor relation during the year were recognized by the capital market in being
granted “Golden Bauhinia” Award — “Best Investor Relation Management Listed Companies” by Ta Kung
Pao and “2012 Best Investor Relation Listed Companies in the Tenth China Financial List” by CBN, and
being selected as one of the top 100 strongest companies in the 2012 100 strongest shares listed in Hong

Kong selection sponsored by www.QQ.com and Xinhua News Agency.
Implemented share appreciation rights to build a long-term incentive mechanism

To better protect owners’ interest and achieve its goals of long-term and sustainable healthy development, the
Group completed its first proposal to grant H share appreciation rights based on works done in 2011, which
was implemented upon approval of the general meeting and further improved long-term incentive mechanism
of the Company. The implementation of such mechanism actively explored and innovated in the Group’s
establishment of mid-to-long-term incentive mechanisms, further improved the Group’s systems of long-term
incentive mechanism and overall remuneration structure and has laid a solid foundation for drawing in talents

and sustainable development.
Focused on increased establishment of corporate culture to perform social responsibility

Adhering to its corporate philosophy of “people as foundation, integrity as principle, innovation as priority”
and aiming to “build a public company with social trust”, the Group actively supported social welfare
activities such as sports, cultural education, environmental protection and charity works. Similarly, it
continued to enhance product and service quality in performance of its social responsibility. In the year,
the Group and its major investees actively participated in the large environmental protection and social
welfare activity “Thanksgiving Guangdong” (/& ML) organized by Guangdong Provincial Environmental
Protection Foundation and “Giving a Helping Hand Day Guangdong” (B R IR H ) and “One-to-one
Charity” (¥ & #% L2 ). During the reporting period, the Group and its investees invested approximately

RMB67 million in aggregate into various social welfare activities.

During the year, facing the impact of the Diaoyu Island incident, the Group actively responded and
strengthened the communication with partners, suppliers and customers, which reflected the concern of the
Company. Meanwhile, the Group also formulated the policy of “full compensation for affected customers”
for customers who were affected by the incident, which showcased our concern for customers with full

compensation and relieved the worries of customers using the Group’s products.
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In the year, GAC Toyota, a major investee of the Group, was granted awards related to environmental
protection and social responsibility including “2012 China’s auto enterprises charitable contribution award”,
“2012 China Corporate Social Responsibility Ranking Enterprise Award” by CBN, “Company of the Year
in Social Responsibility” by XINHUANET. com and the “21st Century Best Chinese Business Model Green

Innovation Award” by “21st Century Business Review”.

Furthermore, centering upon strategic development, the Group placed effort in fostering a unique corporate
culture through quality education of staff and various cultural activities to put establishment of its corporate
culture into practice. The “innovation pioneer in contesting excellence” activities launched by its investees
were praised as “the southern Guangdong pioneer” advanced grassroots communists in the Guangdong
Province. Talent cultivating systems in investees were accelerated and front-line staff trainings were
extensively launched. More than 5,000 managements, 80,000 technical staff and 250,000 front-line staff of
the Group received such trainings, which substantially enhanced their technical and comprehensive quality,
raised morale and increased corporate efficiency. A number of investees of the Group were conferred the title

of “role model of corporate culture in Guangzhou”.

MANAGEMENT DISCUSSION AND ANALYSIS

ITI. DISCUSSION AND ANALYSIS BY THE BOARD ON OPERATION OF THE
COMPANY DURING THE REPORTING PERIOD

During the reporting period, sales revenue of the Group together with its jointly-controlled entities and associates
amounted to approximately RMB147,704 million, representing a decrease of approximately RMB10,022 million or

6.35% as compared to the corresponding period last year.

During the reporting period, sales revenue of the Group amounted to approximately RMB12,964 million,
representing an increase of approximately 18.03% as compared to the corresponding period last year; net profit
attributable to equity holders of the Company amounted to approximately RMB1,134 million, representing a
decrease of approximately 73.46%. Earnings per share amounted to approximately RMBO.18, representing a

decrease of approximately 73.91% compared to the corresponding period last year.

The major factors of variations of results during the reporting period included the Sino-Japanese Diaoyu Island
incident, new enterprises being at their initial stage, intensified industry competition and purchase restriction
in major cities; at the same time, the Group successively launched new models (such as SUV GS5, a proprietary
brand) in 2012. GAC Fiat and GAC Mitsubishi commenced production and promotion of new products during
the reporting period. New businesses of the Group such as automobile finance and insurance recorded rapid

development and resource integration effect of the production chain had gradually emerged.
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(1) ANALYSIS ON PRINCIPAL BUSINESS

1.

Analysis on changes of items in the consolidated statement of comprehensive income and

the consolidated cash flow statement

Unit: RMBI100 million

Corresponding
Item Current period  period last year Change (%)
Sales revenue 129.64 109.84 18.03
Cost of sales 122.74 105.60 16.23
Selling and distribution cost 8.15 5.89 38.37
Administrative expenses 13.33 12.16 9.62
Finance costs 5.29 4.15 27.47
Interest income 3.36 3.74 -10.16
Investment gain 26.37 46.39 -43.16
Net cash flow arising from operating activities 4.85 -6.33 176.62
Net cash flow arising from investing activities 23.29 -2.67 972.28
Net cash flow arising from financing activities -17.49 -2.01 -770.15

Sales revenue

During the reporting period, sales revenue of the Group amounted to approximately RMB12,964 million,

representing an increase of approximately 18.03% compared with the corresponding period last year, mainly
due to the launch of the well-received GS5, a new SUV model, by the Group in April 2012 and the addition

of a company into consolidation last April, and led to additional sales volume for the Group.

Sales to major clients

Unit: RMBI100 million

Ratio to

Sales sales

Client revenue revenue (%)
Total sales to top 5 clients 16.32 12.59
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Cost

(1)  Cost of sales and gross profit

During the reporting period, the cost of sales of the Group amounted to approximately RMB12,274 million,
representing an increase of approximately RMB1,714 million from approximately RMB10,560 million last
year, mainly due to the corresponding increases resulting from the expansion of the Group’s scale and the

growth in sales revenue;

Gross profit margin increased by 1.46% from 3.86% of last year to 5.32% of this year, mainly due to the

decrease in apportionment of fixed costs resulting from the increase in production and sales volume.
(2)  Major suppliers

Unit: RMBI100 million

Ratio to

Amount of total

Client procurement procurement (%)
Total procurement amount of top 5 suppliers 45.25 38.36

Expenses

(1) Selling and distribution cost increased by approximately RMB226 million compared with the
corresponding period last year, mainly due to: a. an increase in advertising and marketing expenses
correspondent to the launch of new models; b. an increase in expenses resulting from consolidating two

companies in April and June last year;

(2) Administrative expenses increased by approximately RMB117 million compared with the corresponding
period last year, mainly due to the increase in number of employees due to the expansion of the Group’s

scale and the increase of wage level due to the rise in CPI and resulting in the increase of labor costs;

(3) Finance cost increased by approximately RMB114 million compared with the corresponding period last
year, mainly due to an increase in average borrowing balance of the Group during the reporting period

resulting in an increase in finance expenses;
(4) Interest income decreased by approximately RMB38 million compared with the corresponding period

last year, mainly due to the decrease of bank deposits of the Group during the reporting period resulting

in a decrease of interest income.
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5. Investment income

During the reporting period, investment income of the Group from associates and jointly-controlled entities

amounted to approximately RMB2,637 million, representing a decrease of approximately RMB2,002 million

as compared with the corresponding period last year, mainly as a result of the combined effect of the following

factors: a. the Sino-Japanese Diaoyu Island incident, intensified competition within the industry and the

implementation of purchase restriction in major cities which significantly decreased the profit as compared

with the corresponding period last year; b. new companies being at their initial stage and the capacity of

which was not adequately utilized and efficiency took time to emerge.

6.  Research and development expenditure

(1) Amounts of research and development expenditure

Unit: RMBI100 million

Current research and development expenditure expensed 1.39
Current research and development expenditure capitalized 9.87
Total research and development expenditure 11.26
Total research and development expenditure to net assets (%) 3.51
Total research and development expenditure to sales revenue (%) 8.69

(2)  Explanation
In 2012, the Group increased development of proprietary products and promoted several vehicle and
power train developing projects and other pilot research projects. It invested approximately RMB950
million in total and completed GAEI Hualong new base, which contained 15 laboratories for different
purposes, a trial production space, a trial lane for vehicle adjustment and software and hardware
facilities and equipment among the top class in China and the most advanced internationally, and was
granted the “government-certified Enterprise Technology Center” qualification.

7. Cash flow

(1) During the reporting period, net cash inflow generated from operating activities amounted to
approximately RMB485 million, representing an increased inflow by approximately RMB1,118 million
as compared with net cash outflow of approximately RMB633 million of the corresponding period last
year, mainly due to increased production and sales in the reporting period which led to an increase in
sales receivables.

(2) During the reporting period, net cash inflow generated from investing activities amounted to

approximately RMB2,329 million, representing an increased inflow of approximately RMB2,596
million as compared with net cash outflow of approximately RMB267 million of the corresponding

period last year, mainly due to the decrease in the balance of fixed deposits during the reporting period.
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(3) During the reporting period, net cash outflow used in financing activities amounted to approximately
RMB1,749 million, representing an increase at approximately RMB1,548 million as compared with net
cash outflow of approximately RMB201 million of the corresponding period last year, mainly due to
increase in cash paid for dividend distribution in the reporting period.

(4) As at 31 December 2012, cash and cash equivalent of the Group amounted to approximately
RMB9Y,316 million, representing an increase of approximately RMB1,077 million as compared with
approximately RMB8,239 million as at 31 December 2011.

Others

(1) Income tax income amounted to approximately RMBG65 million, representing a decrease of
approximately RMB45 million as compared with the corresponding period last year, mainly due to
decrease in loss of certain companies in the period.

(2) Earnings per share amounted to approximately RMBO.18, representing a decrease of approximately

73.91% as compared with approximately RMBO0.69 of the corresponding period last year, mainly
because the Group’s net profit attributable to the parent company was approximately RMB1,134
million, representing a decrease by 73.46% as compared with the corresponding period last year, and

because of increased total share capital resulting from issuance of A shares in the reporting period.

(2) ANALYSIS ON INDUSTRY, PRODUCTS OR REGIONAL OPERATION

Principal businesses by industry and by product

Unit: RMBI100 million

Change
in sales Change Change
revenue as in cost in profit
compared of sales as margin as
Sales Profit with last compared with compared with
Industry revenue  Cost of sales  margin (%) year (%)  lastyear (%) last year (%)

Automobile and

relevant businesses 127.13 12031 5.36 18.60 16.81 1.46
Others 2.51 2.42 3.59 -5.64 -6.92 1.33
Total 129.64 122.74 5.32 18.03 16.23 1.46
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2.  Principal businesses by region

Unit: RMBI100 million

Change in
sales revenue as

compared with

Region Sales revenue last year (%)
Mainland China 129.62 19.27
Hong Kong 0.02 -98.28
Total 129.64 18.03

(3) ANALYSIS ON ASSETS AND LIABILITIES

1. Table of assets and liabilities analysis

Unit: RMBI100 million

Amount at Amount at

Balance at the end of  Amount at the end of

the end of  the year to the end of previous year
Item the year  total assets previous year to total assets Change
Property, plant and equipment 59.27 11.99 43.09 9.66 37.55
Land use rights 10.65 2.15 9.83 2.20 8.34
Intangible assets 30.76 6.22 22.73 5.10 35.33

Investment in jointly controlled

entities and associates 168.82 34.15 143.82 32.24 17.38
Deferred income tax assets 5.68 1.15 3.39 0.76 67.55
Prepayments 13.96 2.82 4.65 1.04 200.22
Inventories 13.97 2.83 15.37 3.45 -9.11
Trade and other receivables 33.03 6.68 29.80 6.68 10.84
Time deposits 55.59 11.25 86.04 19.29 -35.39
Cash and cash equivalents 93.16 18.85 82.39 18.47 13.07
Trade and other payables 63.94 12.93 41.60 9.32 53.70
Borrowings 102.91 20.82 98.37 22.05 4.62
Other reserves 101.90 20.61 78.69 17.64 29.50
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Explanation on the changes
(I) Due to addition of a company into consolidation in the reporting period, there was more than
30% increase in intangible assets, accounts receivables and other payables, as compared with the

corresponding period last year;

(2) Property, plant and equipment: mainly due to increased investment in fixed assets for further increase in

production capacity and new products during the reporting period;

(3)  Deferred income tax assets: increased mainly due to recorded losses of certain new companies at their

initial stage of operation;
(4)  Prepayments: due to the purchase of headquarter office building during the reporting period;

(5) Fixed deposits: mainly due to expansion of operating scale resulting in the increased demand for capital

during the reporting period;

(6)  Other reserves: increased by approximately RMB287 million due to the Group’s issue of A shares in
March 2012 which increased share premium by approximately RMB2,250 million.

(4) ANALYSIS ON FINANCIAL POSITION

Financial indicators

As at 31 December 2012, the Group’s current ratio was approximately 2.25 times, representing a decrease
from approximately 3.49 times as at 31 December 2011; quick ratio was approximately 2.01 times,

representing a decrease from approximately 3.19 times as at 31 December 2011.
Financial resources and capital structure

As at 31 December 2012, the Group’s current assets amounted to approximately RMB20,274 million, current
liabilities amounted to approximately RMB9,030 million and current ratio was approximately 2.25 times. As
at 31 December 2012, the Group’s total borrowings amounted to approximately RMB10,291 million, mainly
consisted of mid-term notes issued by the Group with nominal value of RMBG6,700 million, corporate bonds
issued by the Group with nominal value of RMB600 million and loans from bank and financial institutions
amounting to approximately RMB3,020 million, which resulted in a gearing ratio of approximately 24.30%.
The above loans and bonds were payable upon maturity. The Group generally funds its business and
operational capital needs with its own working capital. (Calculation of gearing ratio: (borrowings in non-
current liabilities + borrowings in current liabilities)/(total equity + borrowings in non-current liabilities +

borrowings in current liabilities))
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Foreign exchange risk

As the Group mainly conducts its business in the PRC and the sales and purchases of the Group in the PRC
were denominated in RMB. The Group’s operating results and cash flow were not exposed to any foreign

currency risk during the reporting period.
Contingent liabilities

As at 31 December 2012, third-party guarantee committed by the Group amounted to RMB7,366,667,
whereas that as at 31 December 2011 was RMBO; as at 31 December 2012, financial guarantee of
the Company for its subsidiaries amounted to RMBO, whereas that as at 31 December 2011 was
RMB12,000,000.

(5) ANALYSIS ON CORE COMPETITIVENESS

Complete production chain

After years of strategic development, the Group has established a complete production chain centring upon
manufacture of vehicles and covering research and development and parts and components in the upper
stream and trading, finance, insurance, leasing and logistics of automobiles in the lower stream, and has
become one of the automobile groups having the most integrated production chain in China. The Group
recorded greater profit contribution from businesses related to automobile in the upper and lower stream and

is fostering profit growth points.
Advanced technology and management

Amid intensified market competition and years of joint venture cooperation, the Group accumulated
abundant experience in production management and quality control techniques and established modernized
process management systems and production operation mechanisms. The Group has comprehensive

competitive advantages over aspects such as manufacture, workmanship, quality and process management.

It mainly included: (1) quality came first, it kept its promise of “integrity as principle” and gave zero tolerance
to defects; (2) people as foundation, it encouraged all staff to give suggestion to management and production
and continuously improved work flow and process through various methods including improving suggestions,
quality control, comprehensive quality management and technical innovation to enhance its operational
efficiency and competitiveness; (3) continued innovation, it applied the idea of “innovation as priority” in
operational stages of research, production and sales and sought innovation and breakthrough in techniques,
operating efficiency and environmental-friendliness and energy saving to achieve green operation and

harmonic development.
A+H double capital operation platform

With listing of its A and H shares, the Group expanded financing channels, strengthened capital capability
and enhanced brand influence, which placed the Group in a good position to appreciate its capital through
combination of various channels and to expand and snowball through capital operation to maximize capital

return.
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IV. DISCUSSION AND ANALYSIS BY THE BOARD ON FUTURE
DEVELOPMENT OF THE COMPANY

(1) Industrial competition and development trend
1.  Competition in the automobile industry

After years of development, China’s automobile industry became more intensive and major automobile
manufacturers in the industry had achieved economies of scale. In 2012, production and sales of
vehicles in the PRC were 19,271,800 units and 19,306,400 units. At present, China has become
the largest automobile market in the world. International automobile companies changed their
“China strategy” to “global strategy” and their strategy from “cooperation” to “control”. They are
accelerating introduction of strategic models into joint ventures, launching proprietary brands,
increasing localization, testing the lower bound of price range, paying more attention to low-emission
vehicles, accelerating sales and import of high-end models and increasing investment in research and
development of new energy vehicles to expand market share. On the other hand, major automobile
manufacturers in China, aiming to increase their market share, are all expanding their production
capacity and launching new products, thereby increasing their technological innovation and cost
control ability. In future, product competition in aspects including technology, quality and quantity,
service, price, equipment and design, will intensify, and this pose greater pressure and challenges to the

development of their peers in China.
2. Development trend of the automobile industry

Firstly, China’s automobile industry will keep up its steady growth. With continued urbanization and
industrialization, China will enter its second ten-year growth period (2011-2020) subsequent to its
admission to the World Trade Organisation, and the automobile market will become mature. The
overall automobile market in China will grow at a slower yet steady rate in mid to-long term. Higher
disposable income of citizens means more consumption in sub-markets of high-end sedans, SUV and

MPV, prospects of which are bright.

Secondly, automobile technology will be directed to energy saving, intelligence and safety. With
higher demand in energy saving, safety and user interface of automobile across the world, international
automobile manufacturers will focus its research and development of future automobile techniques
on energy saving technologies symbolized by efficient power train, lighter new energy models, safety
technologies symbolized by intelligent driver assistance and vehicle intelligence technologies symbolized
by interactive driving systems. Being overall short of energy and dependent on foreign supply, China
is exposed to higher energy safety risk, and citizens’ awareness of environmental protection is rising.
Under this dual pressure, consumption in conventional vehicles will be suppressed to a certain extent.
Meanwhile, Chinese government attaches great importance to development and industrialization of
energy saving green vehicles and new energy vehicles, which steers future automobile technological

innovation towards energy saving, intelligence and safety.
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(2)

Development strategy of the Company

The Group aims to become a large-scale market-oriented leading international car manufacturer and the most
trusted and cohesive international automobile enterprise group with the highest investment value and with

good social responsibility and corporate image.

To this end, the Group will firstly continue to develop proprietary innovation and strengthen establishment
of proprietary systems and capacity according to the world’s leading standards, enhance capability of
proprietary brands in developing core technology and enhance brand image, facilitate development of key
parts and components synchronized with vehicles, and enhance quality of proprietary brand products,
reduce production cost, expand sales channels and obtain economies of scale. Meanwhile, it will carry
on implementing new modes of joint venture and cooperation to comprehensively enhance product
competitiveness and accelerating introduction and development of new models to promptly establish a
rational structure classifying all vehicle types and enabling synergy development of products and will proceed
with adjustments to parts and components supply system and structure. Thirdly, it will continue to improve
its industrial strategy by expanding scope of its finance business in order to provide diversified quality
automobile finance and insurance products and services, thereby facilitating synergy development of its

production chain.
Operational plan

In 2013, the Group will centre upon enhancing quality and efficiency of economic growth. It believes
in rising to challenges, seeking steady advancement, making innovation, continuing with joint venture
cooperation and striving in mutual development. It will remain committed to proprietary innovation and
strengthen capability. It will open up new sources of income and reduce cost and strengthen cost control.
It will bring about changes and reorganization for new systems and mechanism. The major measures of

operation are as follows:

1. Further improve the operation and sales system and strengthen research on and penetration into
emerging markets, innovation in sales mechanism and mode, speed up the expansion in threeto— four-
tier cities, enhance the support for shop establishment in secondary network and sales training, improve

the adaptability of the sales team and the innovation of marketing ideas.

2. Improve the strategic planning for medium and long-term brand management of each enterprise,

expand brand influence, perfect the brand management system and inspire potential innovation

momentum.

3.  Promote the advance of key projects, ensure the introduction of products and further improve product
structure.

4. Facilitate modification and reform of manufacturing technologies for improvement in production

efficiency and product competitiveness.

5.  Further enhance the cost control for research and development and introduction of new products,

manufacturing and administrative expenses and procurement costs for parts and components.
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Continue to optimize the domestic and overseas capital operation platform, improve market value
management, capture the dynamic of capital market, set up equity investment operations platform of
the Group, cultivate new growth points for profit, further standardize information disclosure and inside
information management, establish countermeasures for crises, foster a good image for the Company in

the capital market and increase our value.

Promptly improve and update the management system of the Group and its invested enterprises,
refine the internal control processes to create a rule-based and standardized management environment
and atmosphere of following protocol. Strengthen management of the Group’s deployed directors,
supervisors and chief financial officers team and promote the Group’s sustainable, healthy and stable

development.

Adjust and optimize the Group’s management and decision-making mechanism, improve the corporate
governance structure, achieve a more simple and efficient management system which is more adaptable
to the operation of listed companies, improve the wage performance appraisal program and incentive
mechanism for business operators, introduce diversified evaluation standards and perfect the reform of

the remuneration system.

(4) Potential risks

I

Risks of the industry
(1)  Risk of changes in macro economy

The overall automobile industry significantly depends on level of development of the national
economy, where economic growth rate would stimulate or suppress consumption in automobile.
Moreover, due to globalization of economy, the automobile industry depends on international
macro environment and circumstances the same way. In recent years, sustained growth in
China’s economic scale, steady growth in citizen’s disposable income, prompt economic policies
promulgated by the Chinese government and relatively favourable international circumstances
resulted in an overall growth trend in demand of China’s automobile industry. However, with
slower macroeconomic growth, the demand for China’s automobile industry is currently gradually
slowing down. In future, such demand will continue to be influenced by China’s macroeconomic

policies, industrial structural adjustments and international circumstances.
(2)  Risks of industrial competition and rapid growth in China’s vehicle production capacity

The Group is prominent in middle-to-high-end passenger car sub-markets. However, as there
is a large number of automobile manufacturers in China, market shares of the leading ones
are relatively even. This on one hand gives the Company room for industrial integration and
sustainable development, but on the other exposes the Company to the risk of challenges from

competitors for its position within the industry.
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3)

4)

5)

In light of the expanding automobile market, manufacturers are all expanding their production
capacity, which intensifies competition in the industry. The competition between joint ventures
and local companies, international brands and proprietary brands, among vehicles with similar
emission volume and new and old models is relatively intense. The Company is exposed to the
risk of intense competition in China’s automobile industry. China’s automobile industry showed
an overall growth trend in the past 10 years. Since 2009, China has become the top in the world
in terms of automobile sales. Taking this market opportunity, companies all set out plans to
expand production capacity, resulting in continued lowering of automobile sales price. Although
products of the Group are relatively well-known in China and have relatively high market shares
in their individual sub-markets, intensified competition may lead to lower price of its products
and force it to further increase marketing and development costs, which may result in lower sales

profit margin.

Impact of new energy vehicle products and technological research on conventional vehicle products

and risks of technological development

Under shortage of energy and higher awareness of energy saving and environmental protection,
new energy vehicles are the direction of future automobile technological innovation and
consumption in conventional vehicles will be suppressed to a certain extent. Although the
Company is currently committed to development and industrialization of new energy vehicles,
technology in such aspect is not mature enough to completely replace conventional fuel vehicles,

and there is uncertainty in its prospects and direction.
Risks of changes in oil price

In recent years, oil price in the world fluctuated violently, behind which there are complicated
factors. Recent rapid development of oil futures market also enhanced the financial nature of

crude oil and increased the volatility of oil prices.

As oil price increases in international market, sales price of refined oil in China may also rise,
thereby increasing the costs of car-users, leading to changes in consumers demand for automobile

and affecting sales of products of the Company.
Risk of change in exchange rate

Influenced by international politics and economic situations, there may be changes in exchange
rate of the RMB against the U.S. dollar, the Japanese yen, the euro and other currencies. Revenue
of the Group is denominated in RMB, while certain raw material and parts and components
are imported, and certain subsidiaries, joint ventures and associated companies of the Company
export their products to overseas markets, which are mainly denominated in the U.S. dollar,
the Japanese yen and the euro. Any volatility in exchange rate of the RMB against the above
currencies may have impact on purchasing cost, sales revenue and investment gains of the

Company.
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2. Operational risks

(1)

)

3)

Risks of fluctuation in price of major raw materials

Major raw materials of car manufacture include steel, aluminium, rubber, plastics and paints,
thinners and other chemical products, and that of manufacturing automobile parts and
components include metallic components, chemical components and electronic devices. In
manufacturing passenger and commercial vehicles and products such as engines and parts
and components, the Group has to purchase a large amount of raw material from upstream
companies. If bulk raw material price is volatile, the production cost of those companies will
significantly increase. They may raise their prices, which may have impact on profit of the
Company if the prices rise abruptly to an overly high level, despite the fact that the Company
may offset the rise through measures such as launching new products, resetting its product prices,

passing the cost to customers, optimizing work flow and reducing consumption.
Risks of continuous ability to launch popular products

The continuous ability to launch popular products directly affects product sales and operating
results of the Group. The Company must continue to improve existing products and develop and
introduce new products promptly based on market demand in order to consolidate its market
position and gain market share in targeted sub-markets. There is no warrant that the Company
can continue to develop and produce competitive products by virtue of its existing technology
research and development, raw material supply and production capability. At present, production,
sales and imaging of the proprietary brand products of the Company is still in a developing stage.
If proprietary brand products of the Company subsequently launched fail to gain a certain market
share within a reasonable time period to obtain economies of scale, the Company may not be
able to implement its business strategy and may be adversely affected in business and financial
position. Furthermore, it takes substantial initial investment to launch new products, which, if
unsuccessful in gaining market acceptance, may have impact on expected investment gain of the

Company.
Risks of ability to promptly optimize product structure

At present, major passenger automobile products of the Company centre upon middle to-
high-end sedans, and are mainly carried out through joint ventures established with Japanese
companies. In 2012, due to the Diaoyu Island incident, production and operation was impeded.
At present, the Group has further enhanced production and sales arrangements with non-Japanese
joint ventures such as GAMC, GAC Gonow and GAC Fiat and technological cooperation with
non-Japanese syndicates to enrich existing product structure and business strategic deployment in
order to lower dependence on Japanese products. However, GAMC, GAC Gonow and GAC Fiat
are still under development and adjustment at the initial stage and it takes time for their effect to

cemerge.
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3.

(4)

;)

Risks of ability to start downstream automobile service business

After years of strategic moves, the Group, based on its own principal businesses of research and
development and manufacture of vehicles, is gradually embarking on downstream automobile
service businesses such as automobile trading services, finance, insurance, leasing and logistics,
which, however, are at an initial stage and not conventional to the Group. There is uncertainty
whether the Group has sufficient manpower and resources in correspondence and whether it can

develop such business smoothly.
Risks of change in Sino-Japanese relationship to product sales of joint ventures of the Group

Automobile joint ventures of the Group are mainly Japanese, including those set up with
Honda, Toyota, Hino and Mitsubishi. In the reporting period, major investees of the Group
were significantly affected by the Diaoyu Island incident in their production and operation. In
light of this, the Group promptly conveyed greetings to suppliers, distributors and customers,
gave support and performed remedial work to rebuild confidence of outlets and customers in
an attempt to minimize the impact on production and operation. Meanwhile, the Group, in
accordance with the Chinese government’s policy of automobile industry development and
its own proprietary brand developing strategy, commenced development and establishment
of proprietary brands back in 2010 which is bearing fruit. After the Diaoyu Island incident,
the Group further strengthened production and sales arrangements with non-Japanese joint
ventures such as GAMC, GAC Gonow and GAC Fiat and technological cooperation with non-
Japanese syndicates to accelerate development of proprietary brands and to lower its dependence
on Japanese products and offset the impact of lower sales of Japanese products. Currently,
production and sales of automobiles of the Group are restoring to their normal level. However,
such international political factor may still affect product sales of Japanese joint ventures of the

Group and thus the Group’s operating results in a certain period of time.

Risks of policies

(1)

Risks of product recall and quality

In recent years, China has been stricter to the automobile industry in product quality and
quantity regulations and technical standards. The Regulations for the Administration of the
Recall of Defective Automotive Products (<RI RHLEE i A& B4 LI E)), which came into
effect on 1 October 2004, requires automobile manufacturers to offer repair services and recall.
On 30 October 2012, the State Council passed at an executive meeting the Ordinance for the
Administration of the Recall of Defective Automotive Products (< [F¥RHL A b 3 ] 45 B A%
#1)) by amending and supplementing the above Regulations, and the ordinance became effective
from 1 January 2013. If products of the Company are recalled or have other quality issues, sales

and results of the Company may be affected.

GAC Group Co., Ltd * Annual Report 2012



Chapter 5 Report of the Board

(2)  Risks of increased corporate cost due to higher safety standards

Safety standards of the automobile industry mainly include those related to car collision safety.
In recent years, China has been stricter on regulations in relation to safety standards of the
automobile industry and technical standards, and successively promulgated regulations including
Side Impact Protection for Automotive Passengers (R B A T G 43 %) T 277 )) and Collision
Safety Requirements for Fuel System of Passenger Car (T JH HLAZ Blf 48 SR T R S5 % 2 23R,

If regulatory authorities promulgate stricter safety standards of the automobile industry and
technical standards in future, it may increase production cost and expenses of automobile

manufacturers and thus affect the operating results of the Company.
(3)  Risks of increased corporate cost due to stricter environmental and energy saving standards

China is facing severe environmental problems. Fog and haze resulted from air pollution is
substantially undermining the quality of citizens’ lives. To fulfill its goal of energy saving
and consumption and emission reduction, the government may promulgate more stringent
environmental and energy saving policies, which may increase research and production cost of the

Group and thus affect operating results of the Company.
(4)  Risks of amendments to vehicle consumption policies

With increasing traffic pressure in urban areas, certain municipalities put into place policies
regulating the number of vehicles, which may negatively affect local consumption in automobile.
If there is over-investment in automobile industry or automobile consumption causes increased
environmental pollution and worsening of urban traffic congestion, the government may
further amend vehicle consumption policies, which may have significant impact on automobile

manufacture and consumption market.

EXPLANATION FROM THE BOARD FOR THE ACCOUNTING FIRM’S
“NON-STANDARD AUDIT REPORT”

(i) Explanation from the Board and the Supervisory Committee for the accounting firm’s
“non-standard audit report”

v/ N/A

(ii) Analysis and explanation from the Board for reasons and impact of changes in accounting
policy, accounting estimates and accounting methods

v/ N/A
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(iii) Analysis and explanation from the Board for reasons and impact of correction of major

errors in the previous period

v/ N/A

VI. PROPOSED PROFIT DISTRIBUTION PLAN OR CAPITAL RESERVES-TO-
EQUITY

(i)

(ii)

(i)

FORMULATION, IMPLEMENTATION AND ADJUSTMENTS OF CASH DIVIDEND
POLICY

On 15 November 2012, the amendments to the Articles of Association regarding the increase in the profit
distribution policy were approved by EGM of the Company. The Company has set out the basic principles
and form of the Company’s profit distribution; and the cash dividend ratio of the profit distributed by
the Company in cash annually shall not be less than 10% of the realised and distributable profit that year.
Meanwhile, the Company has approved the dividend distribution plan for the sharcholders (2012-2014) of
Guangzhou Automobile Group Co., Ltd.; and formulated the cash dividend ratio of the profit distributed by
the Company in cash annually shall not be less than 10% of the realised and distributable profit that year as

returns to the Shareholders for the next three years.

Disclosure should be made in details about the reasons for failure to propose cash dividend
distribution plan if profit is made during the reporting period and undistributed profit of
the Company is positive as well as the use and usage plan for retained profit

v/ N/A

Schemes or plans for profit distribution and transfer of capital reserve to share capital in the
latest 3 years (including the reporting period)

Unit: RMB

Number of shares

Number of bonus Dividends transferred to

shares issued paid for share capital
for every 10 every 10 for every 10 Amount of
existing shares shares (tax existing shares cash dividend
Year (share) Inclusive) (share) (tax inclusive)
2012 0.9 (note) 579,151,808.73
2011 2.0 1,287,004,019.40
2010 2.0 1,229,611,535.00
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In 2012, the Group’s audited net profit attributable to shareholders of the listing Company amounted to
RMB1,133,982,302.

Profit distribution plan was recommended by the Board. A cash dividend of RMB0.20 per ten Shares (tax
inclusive) are paid on the basis of the total share capital of shareholders registered as at the record date
(which date shall be announced), amounting to RMB128,700,401.94 (the holders of A Shares will be paid in
Renminbi, and the holders of H Shares will be paid in Hong Kong dollar). No transfer of capital reserve to
share capital is implemented for this profit distribution. This profit distribution plan shall be proposed for

consideration in 2012 general meeting.

In view of the first half of 2012, the Group has paid an interim cash dividend of RMBO0.7 per ten Shares (tax
inclusive) are paid to sharcholders, therefore an accumulated cash dividend of RMBO0.9 per ten Shares (tax
inclusive) shall be declared in the year of 2012. The cumulative cash dividend of 2012 accounted for 51% of

the net profit attributable to the shareholders’ interests of the parent company.

DISTRIBUTABLE DIVIDEND FROM JOINTLY-CONTROLLED ENTITIES OF THE
COMPANY

During the reporting period, the Company’s JCEs in total declared and distributed dividends of
approximately RMB3,129,244,191 to the Company or its relevant subsidiary (being the joint venture partner
of the relevant JCE). As some of JCEs are indirectly held by the Company through its subsidiaries or JCEs,
the above figures do not represent the actual aggregate amount of dividends directly received by the Company

from all JCEs.

Pursuant to the joint venture agreements and/or articles of association of the JCEs, dividends may be paid out
of the profit made by the JCEs as determined by the directors or the sharecholders of the relevant JCEs after
payment of relevant taxes in accordance with the relevant PRC law. Before the distribution of dividends, the
losses of previous years are required to be offset and statutory reserve funds (including corporate reserve fund,
employee bonus and welfare funds and enterprises development fund), as required under the PRC laws and

regulations, are required to be deducted from the profit of the relevant JCEs.
Pursuant to the joint venture agreements and/or the articles of association of the JCEs, dividend distribution

is made in accordance with the capital contribution paid by the joint venture partner in the relevant JCE as

approved by the directors or shareholders of the relevant JCE.
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Save as disclosed above, none of the JCEs has any specific dividend policies. However, if all the joint
venture partners agree, the JCEs may declare dividends when there are distributable profits. Since dividend
distribution is the primary channel for return of the investment to the Company (or its relevant subsidiaries)
and the relevant joint venture partners in respect of each JCE, in the past the JCEs have fully paid out all
profits for each year after offsetting losses of previous years and deducting the portion of profit to be allocated
for applicable statutory reserve funds as required under the PRC laws and regulations (including corporate
reserve fund, enterprise development fund, employee bonus and welfare fund) and making allocations for
corporate reserve fund (including but not limited to amounts allocated to cover working capital or to increase
capital or expand production). In the future, it is the intention of the Company and the relevant joint venture
partners to continue to declare dividends when there are distributable profits for the relevant JCE, subject
to the agreement between the Company and the relevant joint venture partners on the appropriate dividend
distributions based on the circumstances of each JCE and pursuant to the provisions of the relevant joint

venture agreements and/or the articles of association of each JCE and applicable PRC laws and regulations.
VII. FULFILLMENT OF SOCIAL RESPONSIBILITY

Work on social responsibility
For details of work on social responsibility, please refer to the details of 2012 Social Responsibility Report of

Guangzhou Automobile Group Co., Ltd and the details published on the website of the Shanghai Stock Exchange

on the same date.

VIILOTHER DISCLOSURES

During the reporting period, the major awards won by the Group and its major investess are set out below:

Serial
number Awards won by the Group and its major investees Organizer/theme
1 GAC : best innovative listed company award China Business Network ® China
Capital Annual
2 GAC : top 100 strongest companies in the 2012 100 www.QQ.com and Xinhua News
strongest shares listed in Hong Kong selection Agency
3 GAC : 2011-2012 advanced unit of the securities and Guangdong CSRC
futures law in Guangdong jurisdiction
4 GAC :  “Golden Bauhinia” Award — Best Investor Ta Kung Pao
Relation Management Listed Companies
5 GAC : China’s Most Promising Companies 2012 The Asset
6 GAC : 2012 Best Investor Relation Listed Companies The Tenth China Financial List
7 Guanggqi Honda :  The highest scoring Chinese enterprise in the J.D. Power Asia Pacific, Inc

after sale satisfactory survey
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Serial

number Awards won by the Group and its major investees Organizer/theme

8 Guangqi Honda An environmental friendliness and public welfare ~ Guangzhou CEEC
contributor

9 Guangqi Honda The Fourth China Corporate Social Southern Weekly
Responsibility Annual Meeting Annual
Corporate Responsibility Case Award

10 Guangqi Honda China Automotive Safety Star Shield China Automotive Technology and
“Automotive Safety Promotion Practice Research Centre
Award”

11 Guangqi Honda Guangdong Independent Innovative Guangdong Enterprises
Outstanding Enterprise Confederation, Guangdong

Entrepreneurs Association

12 GAC Toyota Exemplary low-carbon Chinese Company The Economic Observer

13 GAC Toyota 2012 Salute to Public Service Innovation by the The Southern Daily “2012 Salute to
Southern Daily Public Service Ceremony”

14 GAC Toyota 2012 China Corporate Social Responsibility The Fifth China Corporate Social
Ranking Enterprise Award Responsibility Ranking by CBN

15 GAC Toyota Chinese Company of the Year in Social The Fifth Corporate Social
Responsibility, Outstanding Award Responsibility Summit held by

XINHUANET
16 GAC Toyota 2012 China’s auto enterprises charitable Southern Newspaper Media Group

contribution award

Furthermore, products of investees of the Group were granted awards in their respective sub-markets, for example,

GAC Honda’s Crosstour was granted “Cross-border car award of the year” by auto.sina.com.cn, GAC Honda’s

Accord was granted “the most loved sedan by civil servants” by the Southern Daily, GAC Honda’s CAMRY was

granted “mid-to-high end sedan of the year” by CCTV, “the first prize of satisfactory fuel-consumption” by Sohu.

com, “the most environmental friendly energy saving car of the year” by Sina.com and “the most environmental

friendly energy saving car of the year” by NetEase, GAC Toyota’s Highlander was granted “urban SUV of the year”
by China Auto Pictorial, the proprietary brand Trumpchi GS5 was granted “SUV of the year” by 3 it f5 #8 1 5B
%, “the Best Proprietary SUV of 2012 Beijing Auto Show Star Award” by Sohu and GAC Fiat’s Viaggio, launched

in the reporting period, was granted “mid-class car of the year” by China’s mainstream media.
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In 2012, the Supervisory Committee of the Company duly performed its various duties and obligations, proactively and

normatively conducted its work with the spirit of holding itself accountable to all Shareholders and in accordance with the

Companies Law, the Securities Law, Listing Rules of Hong Kong and Shanghai Stock Exchange Listing Rules and other

laws and regulations and the requirements of the articles of association of the Company. The Supervisory Committee

fully exercised its function and played an active role in the operation of the Company, and supervision of the normative

operation of the Company and the actions of Directors and senior management of the Company in discharging their

duties, so as to ensure the legitimacy, compliance and effectiveness of the Company’s operation. The commencement of

the work of the year is as follow:

I1.

BASIC EVALUATION OF THE PERFORMANCE OF THE BOARD AND
SENIOR MANAGEMENT IN 2012

Supervisory Committee was of the view that the Board of the Company duly performed its operation in strict
compliance with the requirements under the laws and regulations including the Companies Law, the articles of
association of the Company and Hong Kong and Shanghai Stock Exchange Listing Rules. Especially under the
influence of various factors including an intensified industrial competition, licence restriction in some central cities
as well as Sino-Japanese Diaoyu Island incident, the Company is still properly performed to ensure the stability of

the production and operation of the Company.

In 2012, the major business decisions making procedures of the Company were legitimate and effective. The
directors and senior management of the Company duly performed its duties seriously, proactively and normatively
conducted its work in accordance with the national laws, regulations, the articles of association of the Company and
resolutions of the general meeting and the Board. The Supervisory Committee had not found any acts in breach of
laws and regulations and the articles of association of the Company or against the interests of the Company and the

Shareholders.

MEETINGS CONVENED OF SUPERVISORY COMMITTEE

During the year, the Supervisory Committee convened nine supervisory meetings with the details as follows:

1. The Supervisory Committee resolved and passed the 2012 Business Plan and proposal regarding the
implementation of the adoption of the H Share Appreciation Rights Scheme in the 15th meeting of the 2nd

session of Supervisory Committee held on 5 January 2012.

2. The Supervisory Committee resolved and passed the Working Report of Supervisory Committee for 2011,
proposal regarding the change of accounting policy for joint-controlled enterprise (from using proportionate
consolidation method to using equity method) in the consolidated financial statements under HKFRSs,
proposal regarding 2011 Financial Report, results announcement and annual report (overseas), and 2011
profit distribution plan in the 16th meeting of the 2nd session of Supervisory Committee held on 30 March
2012.
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3. The Supervisory Committee resolved and passed the proposal regarding the election of new session of the
Supervisory Committee in the 17th meeting of the 2nd session of Supervisory Committee held on 20 April
2012.

4. The Supervisory Committee resolved and passed the proposal regarding the 2012 First Quarterly Report in
the 18th meeting of the 2nd session of Supervisory Committee held on 27 April 2012.

5. The Supervisory Committee resolved and passed the proposal regarding the election of the chairman of the
3rd session of the Supervisory Committee of Guangzhou Automobile Group Co., Ltd. in the 1st meeting of

the 3rd session of Supervisory Committee held on 21 June 2012.

6. The Supervisory Committee resolved and passed the proposal regarding the proposal of 2012 Interim Report

and its Summary in the 2nd meeting of the 3rd session of Supervisory Committee held on 27 August 2012.

7. The Supervisory Committee resolved and passed the proposal regarding the guarantees given by Guangzhou
Automobile Group Co., Ltd. for the issuance of corporate bonds in the 3rd meeting of the 3rd session of

Supervisory Committee held on 10 September 2012.

8. The Supervisory Committee resolved and passed the proposal regarding the 2012 Third Quarterly Report in
the 4th meeting of the 3rd session of Supervisory Committee held on 30 October 2012.

9. The Supervisory Committee resolved and passed the proposal regarding the continuing connected transactions
for 2013 to 2015 and Report on internal control and risk management of Guangzhou Automobile Group Co.,

Ltd. in the 5th meeting of the 3rd session of Supervisory Committee held on 21 December 2012.

Save the meetings above, the Supervisory Committee also supervised the convening, holding, resolution, voting
procedures and poll results of general meetings and Board meetings through attending general meetings and being
present in every Board meeting. The Supervisory Committed has made recommendations and supervised on the
legitimacy and compliance of national laws, regulations, the Articles of Association of the Company and resolutions
of the Board meetings and interests of the Shareholders in respect of the regular reports, profit distribution,

connected transactions and internal control.
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III. INDEPENDENT OPINIONS OF THE SUPERVISORY COMMITTEE ON
REGULATED OPERATION OF THE COMPANY

Due operation of the Company

In 2012, the various work of the Board and senior management of the Company were in compliance with
the relevant requirements of the Companies Law, the Securities Law, the Listing Rules of Hong Kong and
Shanghai and the articles of association of the Company and Rules of Procedures of the three Committees
and the relevant provisions of various internal control systems, decision making process is legitimate and
effective. Directors and senior management of the Company performed in a diligent and responsible manner
and the resolutions of the general meetings and the Board meetings were implemented faithfully. No acts were
in breach of laws and regulations and the articles of association of the Company or against the interests of
the Company. Meanwhile, the Company has timely performed its disclosure obligations which were in strict
compliance with the requirement of the Listing Rules of Hong Kong Stock Exchange and Shanghai Stock
Exchange.

Internal Control

The Company appointed professional consultants pursuant to “The Basic Standard for Enterprise Internal
Control” in developing the project of internal control and the overall risk management of the Company, and
formulated the “Report on internal control and risk management of GAC Group Co Ltd.” pursuant thereto,

to lay a foundation of further improving the internal control system.

Supervisory Committee reviewed “the self-evaluation report on internal control of the Company for 2012”
prepared by the Board and the establishment and implementation of internal control policies of the Company,
and approved “the self-evaluation report on internal control of the Company for 2012” prepared by the
Board.

Financial Conditions of the Company

The Supervisory Committee examined the financial conditions of the Company seriously and carefully and

reviewed the 2011 annual financial report and 2012 interim report.

The Supervisory Committee considered that the financial report of the Company gave a full, true and
objective view of the operation results and financial conditions of the Company while the financial report

with unqualified opinions issued by the auditing firm was objective and fair.
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4. Connected Transactions

The Supervisory Committee reviewed the major connected transactions and the report of connected
transactions of the year. The Supervisory Committee considered that the Company had strictly abided by the
relevant provisions of the domestic and overseas listing rules and the articles of association of the Company in
conducting the connected transactions of the Company in 2012. The Supervisory Committee also considered
that the approval procedures of the connected transactions were legal and price was fair and was not aware of

any circumstances which were prejudicial to the interests of the Company and the Shareholders.
IV. WORKING PLAN

In 2013, the Supervisory Committee will focus on the operation goals. It will also perform its supervision
responsibilities under the laws and the articles of association, with the supervising focus on financial conditions
to monitor the Company’s financial situation in accordance with the laws, so as to safeguard the interests of
Shareholders, employees and enterprises; advancing the implementation of and improving internal control; urging
the Company to further improve the corporate governance structure to enhance corporate governance; continuing to
strengthen the implementation of supervision functions; attending the Board in accordance with the law; grasping
the decision making process and its legitimacy of significant events of the Company; implementing strictly the rules
of procedures of the Supervisory Committee and organizing work meetings of the Supervisory Committee on a

regular basis.

In addition, the Supervisory Committee will enhance its own learning to improve its professional level. The
Supervisory Committee has plan to participate relevant trainings, broaden its professional knowledge continuously
and perform its duties conscientiously strictly in accordance with the laws and regulations and the articles of

association of the Company, so as to play its supervision functions entirely.
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I. MATERIAL LITIGATIONS, ARBITRATIONS AND MATTERS GENERALLY

QUESTIONED BY THE MEDIA

During the reporting period, the Company was not involved in any material litigation, arbitration or matters

generally questioned by the media.

II. OCCUPATION OF FUNDS AND REPAYMENT OF DEBTS AND LIABILITIES
DURING THE REPORTING PERIOD

N/A

ITII. MATTERS RELATING TO INSOLVENCY OR RESTRUCTURING

The Company did not have any matter relating to insolvency or restructuring in the year.

IV. TRANSACTION OF ASSETS AND COMBINATION OF BUSINESS

Acquisition and disposal of asset and combination of business by the Company which have

been disclosed in the temporary announcements and have no change in the subsequent

implementation process

Overview and Type of matters

Query Index

1. Combination of business: absorption and
merger of GAC Changfeng Motor Co.,
Ltd. by way of issuing A shares

2. Absorption and merger: the merger of
the Company with its wholly-owned
subsidiary, Guangzhou Automobile
Group Co., Ltd.

3.  Equity acquired: the Company paid
RMB1,699.9829 million to acquire
directly 100% of equity interest of
GAC Mitsubishi Motor Co., Ltd held
by its wholly-owned subsidiary, GAC
Changfeng Motor Co., Ltd.
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Overview and Type of matters Query Index

4. Equity transfer: the Company transferred Please refer to the announcement in relation to resolution of
50% of equity interest in GAC the Board (temporary No. 2012-17) published on 2 August
Mitsubishi Motor Co., Ltd at RMB1.392 2012 and announcement in relation to the implementation
billion progress of the absorption and merger of GAC Changfeng

by GAC Group by way of issuing A Shares (temporary
announcement No. 2012-18 and No. 2012-22) published on
2 August and 6 September

IMPLEMENTATION OF THE SHARE OPTION INCENTIVE SCHEME AND
ITS EFFECTS

The relevant share option incentive scheme which has been disclosed in the temporary
announcements and have no change in the subsequent implementation process

Overview of Matters Query Index

The Group approved grant of H share Announcement of “Poll results of the first extraordinary
appreciation rights scheme and its initial grant, general meeting of the Company of 2012 held on 29 February
relevant incentive recipients include directors, 2012 and Grant of H Share Appreciation Rights” disclosed on
senior management, key technical personnel the website of the Hong Kong Stock Exchange on 29 February
and managerial personnel. 2012 (H Shares announcement).

The Company offered H share appreciation rights scheme (the “Scheme”) to the directors, senior management
and managerial and key technical personnel and the Scheme is settled in cash. According to the Scheme, each unit
of share appreciation rights is notionally linked to one H share and represents the rights conferred to the relevant
incentive recipient to receive in cash stipulated earnings from the increase in market share price of the relevant H

share. However, no H shares will actually be issued to any incentive recipient.

On 29 February 2012, the “Scheme of H Share Appreciation Rights of Guangzhou Automobile Group Co., Ltd.”
was reviewed and approved at the first extraordinary general meeting of the Company in 2012. On the same date, as
considered and passed at the 53rd meeting of the second session of the Board, the Company officially implemented

the initial grant of the H share appreciation rights with details as follows:
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Share Appreciation Rights granted to and exercised by Directors, Supervisors and senior management

during the reporting period (unit: share)

Number of share

appreciation rights

Number of exercised
share appreciation

Number of
outstanding
share appreciation

granted during the rights during the at the end of the
Name Position reporting period reporting period Reporting period
Zhang Fangyou Director 740,000 0 740,000
Zeng Qinghong Director 580,000 0 580,000
Yuan Zhongrong Director 550,000 0 550,000
Fu Shoujie Director 550,000 0 550,000
Liu Huilian Director 550,000 0 550,000
Lu Sa Director 550,000 0 550,000
Wei Xiaogin Director 550,000 0 550,000
Li Tun Director 550,000 0 550,000
Li Shao Senior Management 500,000 0 500,000
Huang Xiangdong Senior Management 500,000 0 500,000
Wang Dan Senior Management 500,000 0 500,000
Wu Song Senior Management 500,000 0 500,000
Jiang Ping Senior Management 500,000 0 500,000
Yao Yiming Senior Management 550,000 0 550,000
Feng Xingya Senior Management 550,000 0 550,000
Liu Wei Senior Management 500,000 0 500,000
Ou Yongjian Senior Management 500,000 0 500,000
Chen Maoshan Senior Management 500,000 0 500,000
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VI. MATERIAL CONNECTED TRANSACTIONS

1. Matters disclosed in the temporary announcements and have no change in the subsequent

implementation process

Overview of Matters Query Index

The Company proposed the issuance of Please refer to the circulars of the Company dated 28
domestic corporate bonds of not exceeding September 2012 and 30 October 2012.

RMB6 billion with the guarantees provided by

Guangzhou Automobile Industry Group

2. Continuing connected transactions related to normal operations

During the year ended 31 December 2012, GAC Group and its associates (as defined in the Listing Rules)

had entered into the following connected transactions and continuing connected transactions:

(A) Continuing Connected Transactions

1. Provision of backend services for office and staff dormitory (including cleaning and maintenance

services for office and staff dormitory, provision of food, security service, and staff shuttle bus)

(a)

During the year ended 31 December 2012, the Company, its subsidiaries and the principal
JCEs (including GAC Toyota and Guangqi Honda) provided the backend services for
office and staff dormitory (including cleaning and maintenance services for office and staff
dormitory, provision of food, security service, and staff shuttle bus) to the joint venture
partners of the principal JCEs (including Toyota and Honda) and their associates according
to the following pricing terms on a regular basis. Such service will continue during the term

of the joint ventures.

When determining the price, the Company, its subsidiaries and the principal JCEs will
take into account market price of the relevant products and services offered by independent
third party to make sure that the price offered to the joint venture partners and their

associates are fair and reasonable and on normal commercial terms.

The Group’s annual cap in respect of the backend service connected transaction in 2012
was RMB245,000,000. During the year ended 31 December 2012, the amount for the
provision of the backend service by the Company, its subsidiaries and the principal JCEs
(including GAC Toyota and Guangqi Honda) to the joint venture partners of the principal
JCEs (including Toyota and Honda) and their associates was RMB49,549,521.
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(b)

The Company has also reached an agreement with the Stock Exchange that only disclosure
of the annual aggregate dollar value of the transactions made each year would be made. This
is because the disclosure of separate transaction value between contracting parties would
constitute disclosure of commercially sensitive information relating to the operations of the

relevant JCEs and would not be in the interest of the Company or the relevant JCEs.

During the year ended 31 December 2012, the joint venture partners of the principal
JCEs (including Toyota and Honda) and their associates provided the backend services for
office and staff dormitory (including cleaning and maintenance services for office and staff
dormitory, provision of food, security service, and staff shuttle bus) to the Company, its
subsidiaries and the principal JCEs (including GAC Toyota and Guangqi Honda) according
to the following pricing terms on a regular basis. Such service will continue during the term

of the joint ventures.

When determining the service price, in order to ensure that the products or services are
obtained at the most favourable price, the Company, its subsidiaries and the principal
JCEs will consider the market price for equivalent services in order to make sure that the
service price will remain a reasonable and competitive one prior to selecting the suppliers
of relevant products and services. Also, the Group (including the principal JCEs) will also
determine the service price by taking into account the profit margin that could be achieved
by the Group and to ensure that the service price will be set at a level that the Group will

still be able to generate a profit margin that is within the industry standard or even better.

The Group’s annual cap in respect of the backend services connected transaction in 2012
was RMB103,000,000. During the year ended 31 December 2012, the amount involved in
the provision of the service by the joint venture partners of the principal JCEs (including
Toyota and Honda) and their associates was RMB176,503.

The Company has also reached an agreement with the Stock Exchange that only disclosure
of the annual aggregate dollar value of the transactions made each year would be made.
This is because the disclosure of separate transactions between contracting parties would
constitute disclosure of commercially sensitive information relating to the operations of the

relevant JCEs and would not be in the interest of the Company or the relevant JCEs.

2. Provision of transport and logistic services in respect of vehicle products and vehicle parts and

companents

(@)

During the year ended 31 December 2012, the Company, its subsidiaries and the principal
JCEs (including GAC Toyota and Guangqi Honda) provided transport and logistic services
(“Logistic Services”) in respect of vehicle products and vehicle parts and components to
the joint venture partners of the principal JCEs (including Toyota and Honda) and their
associates according to the following pricing terms on a regular basis. Such service will

continue during the term of the joint ventures.
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The Company, its subsidiaries and the principal JCEs will take into account market price of
the relevant products and services offered by independent third party to make sure that the
price offered to the joint venture partners and their associates are fair and reasonable and on

normal commercial terms.

During the year ended 31 December 2012, the total consideration paid by the joint
venture partners of the principal JCEs (including Toyota and Honda) relating to the
above transport and logistic services in respect of vehicle products and vehicle parts and
components to the Company, its subsidiaries and the principal JCEs (including GAC
Toyota and Guangqi Honda) was RMB260,077,617.

In relation to the transactions, the Directors consider that the annual cap requirement
under Rule 14A.35(2) shall not be imposed. The provisions of the logistic services are part
and parcel of the cooperation arrangement with joint venture parties and their associates.
They are an important part of the supply chain management of the vehicle manufacturing

and sales business.

Any growth in demand for vehicle manufactured by the principal JCEs or the joint venture
partners will necessarily result in increased transaction volumes for the logistic services.
Such growth is outside the control of the Company and is difficult to predict. If the
unpredictable growth exceeds the annual caps imposed, the logistic services have to be
stopped, which in turn will hold up the manufacturing activities and the delivery of vehicle
products, until the requirements of announcement and/or sharcholders’ approval under

Chapter 14A of the Listing Rules are complied with.

The Directors consider that the imposition of annual caps on such transaction is not in the
interest of the Group. Therefore, the Company has applied to the Stock Exchange for and
was granted a waiver from compliance with annual cap requirements relating to the above

transactions for the duration of the terms of the respective transactions.

The Company has also reached an agreement with the Stock Exchange that only disclosure
of the annual aggregate dollar value of the transactions made each year would be made.
This is because the disclosure of separate transactions between contracting parties would
constitute disclosure of commercially sensitive information relating to the operations of the

relevant JCEs and would not be in the interest of the Company or the relevant JCEs.

On 21 December 2012, the Group, in order to establish a sound and comprehensive
logistic network for the provision of logistic services for the manufacturing enterprises of
the Group at reasonable and competitive prices, so that the manufacture and sales of the
Group are able to record a profit margin that is within the industry standard or even better,
the following GAC members (as the service provider) and the principal JCEs (including
GAC Toyota and Guangqi Honda) and its subsidiaries (as the service recipient) entered

into an agreement that:

(i)  Guangzhou Guangqi Commercial Logistics Co., Ltd. ( JE N IR B A PR
7)), an indirect wholly-owned subsidiary of the Company, and GAC Toyota Logistics
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Co., Led. (BORE YA R F]), being an associate of Toyota which indirectly
owns 45% of equity interest, entered into Supplemental Agreement, with validity
period from 1 January 2013 to 31 December 2013, which, unless otherwise agreed,

will be extended to the term of not exceeding 3 years in total;

(i)  Guangqi Toyotsu Logistics Co., Ltd. (BB YA BR A7), an indirect wholly-
owned subsidiary of the Company, and Tong Fang Global (Tianjin) Logistics Co.,
Lud. (“Tong Fang Global”) ([ 5 BRER () WA FRA A, being an associate
of Toyota which indirectly owns 40% of equity interest, entered into Supplemental

Agreement, with validity period from 1 January 2013 to 31 December 2015; and

(iii) Guangzhou Automobile Hunan NYK Logistics Co. Ltd. (“GAC Hunan”) (1517 9%
H# YA R ) and GAC Toyota Logistics, entered into New Agreement, with
validity period from 1 January 2013 to 31 December 2015.

Pursuant to the Supplemental Agreement, the payment received by the service provider
from the service recipient for the Logistic Services is paid according to the prices in the
contract which are determined with reference to the prevailing prices of the same type of

services in the market.

Pursuant to the New Agreement, both parties to the agreement have agreed that, they shall
enter into Individual Agreement(s) in relation to the provision of the Logistic Services
within the validity period of the New Agreement based on the terms, conditions and
principles of the New Agreement. The terms of the Individual Agreements (including the
terms of calculation and payment of service fees) shall be determined based on normal
commercial terms and the respective independent interests, and the transaction terms shall
not be more favourable than the corresponding terms for the provision of the same type
of services by the Group members to its independent third parties or less favourable than
the corresponding terms for the receipt of the same type of services by the Group members
from its independent third parties (as the case may be). The payment for the provision of
the Logistic Services under the Individual Agreements shall be unanimously determined
after thorough communication and discussion between the parties to the agreement with
reference to the prevailing prices of the same type of services in the market. In case of any
inconsistency between the terms of an Individual Agreement and the New Agreement, the
terms of the New Agreement shall prevail. The term of the Individual Agreement shall
not exceed the term of the New Agreement, otherwise a new agreement or a supplemental
agreement should be entered into in accordance with the then applicable requirements of

the Listing Rules.

The foresaid waivers granted by the Stock Exchange at the time of listing in relation to the
transactions made expired when the Supplemental Agreements and New Agreements were
entered into. The Stock Exchange has approved the Company’s application for renewal of
the Waivers, exempting the Company from compliance with the annual cap and annual
reporting requirements under Rules 14A.35(2) and (3) of the Listing Rules to the extent
that only disclosure of the total annual consideration relating to the Transactions needs to

be made.
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During the year ended 31 December 2012, the joint venture partners of the principal JCEs
(including Toyota and Honda) and their associates provided the transport and logistic
services in respect of vehicle products and vehicle parts and components to the Company,
its subsidiaries and the principal JCEs (including GAC Toyota and Guangqi Honda)
according to the following pricing terms on a regular basis. Our principal JCEs purchase
raw materials, parts and components from the relevant joint venture partners and also sell
some of the products to the relevant joint venture partners. The relevant joint venture
partners would provide transport and logistic services to complete the processes. Such

service will continue during the term of the joint ventures.

When determining the service price, in order to ensure that the products or services are
obtained at the most favourable price, the Company, its subsidiaries and the principal JCEs
will consider the market price for equivalent services in order to make sure that the price
will remain a reasonable and competitive one prior to selecting the suppliers of relevant
products and services. Also, the Group (including the principal JCEs) will also determine
the price by taking into account the profit margin that could be achieved by the Group and
to ensure that the price will be set at a level that the Group will still be able to generate a

profit margin that is within the industry standard or even better.

During the year ended 31 December 2012, the total consideration paid by the Company,
its subsidiaries and the principal JCEs (including GAC Toyota and Guangqi Honda)
relating to the above transport and logistic services in respect of vehicle products and
vehicle parts and components was RMB1,042,908,791.

In relation to the transactions, the Directors consider that the annual cap requirement
under Rule 14A.35(2) shall not be imposed. The provisions of the transport and logistic
services are part and parcel of the cooperation arrangement with joint venture parties and
their associates. They are an important part of the supply chain management of the vehicle

manufacturing and sales business.

Any growth in demand for vehicle manufactured by the principal JCEs or the joint venture
partners will necessarily result in increased transaction volumes for the transport and
logistic services. Such growth is outside the control of the Company and difficult to predict.
If the unpredictable growth exceeds the annual caps imposed, the transport and logistic
services have to be stopped, which in turn will hold up the manufacturing activities and the
delivery of vehicle products, until the requirements of announcement and/or shareholders’

approval under Chapter 14A of the Listing Rules are complied with.

The Directors consider that the imposition of annual caps on such transaction is not in the
interest of the Group. Therefore, the Company has applied to the Stock Exchange for and
was granted a waiver from compliance with annual cap requirements relating to the above

transactions for the duration of the terms of the respective transactions.

GAC Group Co., Ltd ® Annual Report 2012

51



52

Chapter 7 Significant Events

The Company has also reached an agreement with the Stock Exchange that only disclosure
of the annual aggregate dollar value of the transactions made each year would be made.
This is because the disclosure of separate transactions between contracting parties would
constitute disclosure of commercially sensitive information relating to the operations of the

relevant JCEs and would not be in the interest of the Company or the relevant JCEs.

On 21 December 2012, the Group, in order to establish a sound and comprehensive
logistic network for the provision of logistic services for the manufacturing enterprises of
the Group at reasonable and competitive prices, so that the manufacture and sales of the
Group are able to record a profit margin that is within the industry standard or even better,
the following the principal JCEs (including Toyota and Honda) and their associates (as
the service provider) and GAC Group members (as the service recipient) in respect of the

transactions made entered into an agreement that:

(i)  Tong Fang Global and Guangqi Toyotsu entered into the Supplemental Agreement;
the validity period is from 1 January 2013 to 31 December 2015;

(i)  GAC Honda Logistics Co., Ltd. (EIRAHYRA RN A, being an associate of
Honda which indirectly owns 51% equity interest, and Guangqi Honda, entered
into the Supplemental Agreement with validity period from 1 January 2013 to 31
December 2013, which, unless otherwise to the relevant agreement, will be extended

to the term of not exceeding 3 years in total;

(iii) GAC Toyota Logistics and GAC Hunan entered into the New Agreement with
validity period from 1 January 2013 to 31 December 2015; and

(iv) GAC Toyota Logistics and Guangzhou Changning Automobile Sales and Services
Co., Led. (MR E R E B A RA ), an indirect wholly-owned subsidiary
of the Company, entered into the New Agreement with validity period from 1
January 2013 to 31 December 2015.

Pursuant to the Supplemental Agreement, the payment received by the service provider
from the service recipient for the Logistic Services is paid according to the prices in the
contract which are determined with reference to the prevailing prices of the same type of

services in the market.

Pursuant to the New Agreement, both parties to the agreement have agreed that, they shall
enter into Individual Agreement(s) in relation to the provision of the Logistic Services
within the validity period of the New Agreement based on the terms, conditions and
principles of the New Agreement. The terms of the Individual Agreements (including the
terms of calculation and payment of service fees) shall be determined based on normal
commercial terms and the respective independent interests, and the transaction terms shall
not be more favourable than the corresponding terms for the provision of the same type
of services by the Group members to its independent third parties or less favourable than
the corresponding terms for the receipt of the same type of services by the Group members

from its independent third parties (as the case may be). The payment for the provision of
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the Logistic Services under the Individual Agreements shall be unanimously determined
after thorough communication and discussion between the parties to the agreement with
reference to the prevailing prices of the same type of services in the market. In case of any
inconsistency between the terms of an Individual Agreement and the New Agreement, the
terms of the New Agreement shall prevail. The term of the Individual Agreement shall
not exceed the term of the New Agreement, otherwise a new agreement or a supplemental
agreement should be entered into in accordance with the then applicable requirements of

the Listing Rules.

The foresaid waivers granted by the Stock Exchange at the time of listing in relation to the
transactions made expired when the Supplemental Agreements and New Agreements were
entered into. The Stock Exchange has approved the Company’s application for renewal of
the Waivers, exempting the Company from compliance with the annual cap and annual
reporting requirements under Rules 14A.35(2) and (3) of the Listing Rules to the extent
that only disclosure of the total annual consideration relating to the Transactions needs to

be made.

3. Sale of vehicle products, parts and components, production equipment and vehicles related

products (including its after-sales services)

(a)

(b)

During the year ended 31 December 2012, the Company, its subsidiaries and the
principal JCEs (including GAC Toyota and Guangqi Honda) sold raw materials, parts and
components and vehicles to the joint venture partners of the principal JCEs (including
Toyota and Honda) and their associates according to the following pricing terms on a

regular basis. Such service will continue during the term of the joint ventures.

The Company, its subsidiaries and the principal JCEs will take into account market price
of the relevant products and services offered by independent third party in determining the
price of the services to make sure that the price offered to the joint venture partners and

their associates are fair and reasonable and on normal commercial terms.

The Company has reached an agreement with the Stock Exchange that the transactions
above are exempted from written agreement and annual cap requirements as set out in
Rule 14A.35 of the Listing Rules, and are only required to disclose the nature of relevant
transactions made each year. This is because the disclosure of separate transactions between
the contracting parties would constitute disclosure of commercially sensitive information
relating to the operations of the relevant JCEs and would not be in the interest of the

Company or the relevant JCEs.

During the year ended 31 December 2012, the joint venture partners of the principal JCEs
(including Toyota and Honda) and their associates provided the sale of raw materials,
parts and components and production equipment to the principal JCEs according to the
following pricing terms on a regular basis. Such service will continue during the term of the

joint ventures.

In relation to this type of transactions, where there are other local suppliers, the Company,

its subsidiaries and the principal JCEs will obtain quotes for equivalent products or services
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that may be available from other local PRC suppliers in order to determine whether
viable alternatives of comparable quality can be obtained in a timely manner and at the
most competitive price. If alternatives are available, the Company, its subsidiaries and the
principal JCEs would go through a tender process before selecting the supplier for such
alternatives. In such a tender process, the joint venture partners and their associates are
treated no differently from any other third party supplier. Consequently, the purchase of
auto parts by the Company, its subsidiaries and the principal JCEs from the joint venture
partners and their associates would not be made if the Company, its subsidiaries and the
principal JCEs could obtain better terms from any other suppliers. Over time, fewer vehicle
products, parts and components will be sourced from the joint venture partners and their
associates as cheaper viable alternatives are found in the PRC. Such process of “localisation”
is widely regarded as key means of cost reduction in the PRC automotive industry and is

also the priority of the principal JCEs.

As a business reality, given the additional transportation and tax costs of purchasing vehicle
products, parts and components and production equipment from a foreign supplier, it is
neither in the Company’s nor the joint venture partners’ interest to purchase the vehicle
products, parts and components and production equipment from the foreign joint venture

partners if viable alternatives are available from local suppliers on more favourable terms.

In determining the price for the products and/or service, the Company will also consider
the market price for equivalent products or services in order to make sure that the price
will remain a reasonable and competitive one. However, unlike normal consumer products,
some of the vehicle products, parts and components provided by the joint venture partners
and/or their associates are specific to the car models produced by the principal JCEs and
there is no alternative but to source the vehicle products, parts and components from the
joint venture partners and/or their associates for the duration of the relevant principal JCE
and market prices for these vehicle parts are not readily available. Our representatives will
rely heavily on their knowledge of the industry standards and their prior experience gained
from similar negotiations in determining the price. In order to ensure that the price is fair
and reasonable, the Company, its subsidiaries and the principal JCEs will also obtain quotes
for similar products or services, though not specific to the car models produced by the

principal JCEs, as reference.

The Group (including the principal JCEs) will also determine the price by taking into
account the profit margin that could be achieved by the Group to ensure that the price
will be set at a level that the Group will still be able to generate a profit margin that is
within the industry standard or even better taking into account the international and PRC

benchmark raw materials costs.

The Company has reached an agreement with the Stock Exchange that the transactions
above are exempt from written agreement and annual cap requirements as set out in
Rule 14A.35 of the Listing Rules, and are only required to disclose the nature of relevant
transactions made each year. This is because the disclosure of separate transactions between
contracting parties would constitute disclosure of commercially sensitive information
relating to the operations of the relevant JCEs and would not be in the interest of the

Company or the relevant JCEs.
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Provision of recycling materials (including scrap metal)

During the year ended 31 December 2012, the principal JCEs of the company provided recycling
materials to the subsidiaries of the principal JCEs according to the following pricing terms on a
regular basis, and these transactions can be regarded as the provision of recycling materials by the
joint venture partners of the principal JCEs and their associates to the Company, its subsidiaries
and the principal JCEs (including GAC Toyota and Guangqi Honda). Such service will continue

during the term of the joint ventures.

The Company, its subsidiaries and the principal JCEs will take into account market price of
the relevant products and services offered by independent third party in determining the price
to make sure that the price offered to the joint venture partners and their associates are fair and

reasonable and on normal commercial terms.

The Group’s annual cap of connected transactions in respect of recycling materials service in
2012 was RMB90,000,000. The Company and Dongfeng Honda Engine Co., Ltd.(Honda holds
50% of its equity interest) hold 70% and 30% of the equity interest of Guangzhou Dakang
Economic Development Co., Ltd.(“Dakang”) respectively, pursuant to Rule 14A.12A(1)(b) of the
Listing Rules, Dakang is an associate of Honda and does not constitute a connected person of the
Company, thus the transaction between Guangqi Honda and Dakang in relation to the provision of
recycling materials does not constitute a transaction under Chapter 14A of the Listing Rules and is
not included in the annual caps of this transaction. During the year ended 31 December 2012, the
amount involved in providing the recycling materials service by the Company, its subsidiaries and
the principal JCEs (including GAC Toyota and Guangqi Honda) to the joint venture partners of the
principal JCEs (including Toyota and Honda) and their associates was RMBO.

The Company has also reached an agreement with the Stock Exchange that only disclosure of the
annual aggregate dollar value of the transactions made each year would be made. This is because
the disclosure of separate transactions between contracting parties would constitute disclosure of
commercially sensitive information relating to the operations of the relevant JCEs and would not

be in the interest of the Company or the relevant JCEs.

Provision of technical support, research and development support and information enquiry
(including production preparation support, local support, advisory services, and provisions of

software)

During the year ended 31 December 2012, the joint venture partners of the principal JCEs
(including Toyota and Honda) and their associates provided technical support, research and
development support and information enquiry (including production preparation support, local
support, advisory services, and provisions of software) to the Company, its subsidiaries and the
principal JCEs (including GAC Toyota and Guangqi Honda) according to the following pricing
terms on a regular basis. Our joint venture partners are the proprietors of the technology involved
in the production of vehicle models manufactured by the principal JCEs and they are primarily
responsible for the research and development of all new models. The provision of technical
support by the joint venture partners is to ensure that the latest technology is applied in the
manufacturing process of the principal JCEs and to ensure that the products remain competitive

in the market. Such service will continue during the term of the joint ventures.
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Generally, the pricing for technology license and technical assistance between the principal JCEs
and the joint venture partners and their associates is that the party providing the technology
should be fairly reimbursed for its research and development costs incurred in respect of a
particular vehicle model and such research and development costs should be spread evenly over
the entire operations of the party providing the technology and the PRC automotive joint venture

should only bear its fair share of such costs.

In accordance with normal industry practice, the terms (including the price) of the technology
licenses and transactions relating to technical support are fixed with reference to the expected life
cycle of vehicle models, which are generally between 5 to 10 years, and also with reference to the
industry benchmark for similar technological assistance. Our representatives will also rely heavily
on their knowledge of the industry standards and their prior experience gained from similar
negotiations in order to determine the price and to make sure that the price remains a reasonable
and competitive one. Also the Group (including the principal JCEs) will also determine the price
by taking into account the profit margin that could be achieved by the Group and to ensure that
the price will be set at a level that the Group will still be able to generate a profit margin that is

within the industry standard or even better.

The Company has reached an agreement with the Stock Exchange that the transactions above
are exempt from written agreement and annual cap requirements as set out in Rule 14A.35 of
the Listing Rules, and are only required to disclose the nature of relevant transactions made each
year. This is because the disclosure of separate transaction value between contracting parties
would constitute disclosure of commercially sensitive information relating to the operations of the

relevant JCEs and would not be in the interest of the Company or the relevant JCEs.
Provision of the right to use intellectual property (in relation to production and sales of vehicles)

During the year ended 31 December 2012, the joint venture partners of the principal JCEs
provided the use of intellectual property rights (in relation to production and sales of vehicles)
to the principal JCEs according to the following pricing terms on a regular basis. The right to
use intellectual property is key to the long term profitability and competitiveness of the principal
JCEs and their products. Our Group entered into several technology licence agreements and
trademark licence agreements with our joint venture partners during the track record period in

the past. Such agreements will continue during the term of the joint ventures.

The joint venture partners and its associates are primarily responsible for the research and
development of the new vehicle models and it is therefore essential for the principal JCEs to
enter into technology license with its joint venture partners. The relevant intellectual property
rights that are specific to the car models produced by the relevant principal JCEs and are thus
fundamental to the production of the Group. Without them, the businesses of the principal JCEs
could not have been established and cannot operate. The Group therefore has no alternative but
to source the intellectual property rights from the joint venture partners for the duration of the
principal JCEs. It is therefore standard practice in the PRC automotive industry for sino-foreign
automotive manufacturing joint ventures to provide royalties to the proprietor of the relevant
technology license, technological know-how or intellectual property right, which is very often, the

joint venture partners.
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The purpose of sino-foreign automotive manufacturing joint ventures is that the PRC
manufacturer will be able to benefit from the technological expertise and product portfolio of
its foreign joint venture partner, whilst the foreign partner is able to participate in the domestic
PRC market. The joint venture relationship is therefore founded on the foreign joint venture
partner contributing its technological expertise to the JCE and the PRC partner contributing its

manufacturing capabilities and facilities, labor and local market and regulatory knowledge.

A key reason for the PRC Government’s encouragement of sino-foreign automotive
manufacturing joint ventures is to rapidly enhance technological and product standards in the

PRC automotive industry.

Generally, the pricing principle for technology license and technical assistance between the
principal JCEs and the joint venture partners and their associates is that the party providing the
technology should be fairly reimbursed for its research and development costs incurred in respect
of a particular vehicle model and such research and development costs should be spread evenly
over the entire operations of the party providing the technology and the PRC automotive joint

venture should only bear its fair share of such costs.

In accordance with normal industry practice, the terms (including the price) of the technology
licenses and transactions relating to technical support are fixed with reference to the expected life
cycle of vehicle models, which are generally between 5 to 10 years, and also with reference to the
industry benchmark for similar technological assistance. Our representatives will also rely heavily
on their knowledge of the industry standards and their prior experience gained from similar
negotiations in order to determine the price and to make sure that the price remains a reasonable
and competitive one. Also the Group (including the principal JCEs) will also determine the price
taking into account of the profit margin that could be achieved by the Group and to ensure that
the price will be set at a level that the Group will still be able to generate a profit margin that is

within the industry standard or even better.

The Company also believes that the primary purpose of international automotive manufacturers
in entering into joint ventures with the Company is the establishment of a strong presence in the
PRC automotive industry, the gaining of market share for their brand of vehicles and long term
investment returns from the principal JCEs, rather than any short term gains from technology
licences, intellectual property rights and technical support services carried out on terms which
may be prejudicial to the principal JCEs’ long term profitability and competitiveness. Such short
term gains would be eclipsed by the potential losses to the joint venture partners if the principal

JCEs were to prove unsuccessful.

The Company has reached an agreement with the Stock Exchange that the transactions above
are exempt from written agreement and annual cap requirements set out in Rule 14A.35 of the
Listing Rules, and are only required to disclose the nature of relevant transactions made each
year. This is because the disclosure of separate transactions between contracting parties would
constitute disclosure of commercially sensitive information relating to the operations of the

relevant JCEs and would not be in the interest of the Company or the relevant JCEs.
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(B)

Control Mechanism

In relation to the connected transactions between the Company and its subsidiaries on the one hand
and the joint venture partners and their associates on the other hand as described in paragraphs 1 to 6
above, negotiations will be conducted by the Company and/or the relevant subsidiary directly on an
arm’s length basis and our Company is able to control the negotiations between the subsidiaries and the
joint venture partners and/or their associates. The joint venture partners and/or their associates will not
be in a position to influence the Company and/or its subsidiaries to agree to terms which may not be in

its and the Company’s interest.

In relation to the connected transactions between the principal JCEs on the one hand and the joint
venture partners and their associates on the other hand as described in paragraphs 1 to 6 above, it
is provided under the respective joint venture agreements, articles of association and memoranda of
the principal JCEs that negotiations between the principal JCE and the joint venture partner and its
associates should always be conducted directly by the relevant principal JCE’s senior management
nominated by the Company on behalf of the Company or by representative of the Company as a joint
venture partner and will thus be conducted on an arm’s length basis. No joint venture partners or their
associates is in a position to influence the principal JCEs to agree to terms which may not be in the
principal JCEs’ and therefore the Company’s interest. The Company also confirms that negotiations of
transactions between the principal JCEs and the relevant joint venture partners were all conducted by

the relevant principal JCE’s senior management nominated by the Company.

Also, the principal JCEs have implemented internal control and reporting mechanisms which enable
business developments and transactions that may be subject to applicable continuing obligations under
Chapter 14A of the Listing Rules to be reported to their respective boards and/or designated persons
enabling both the Company and its relevant joint venture partners, through representatives on the
board of the relevant principal JCE and/or designated persons to decide whether to consent to and

approve the relevant transactions.

Further, there are also established procedures under the respective joint venture agreements, articles
of association and memoranda of the principal JCEs that the entering into of any contract of material
importance/material transaction with a joint venture partner and its associates shall either be approved
by a majority of the directors present at the board meeting or be mutually agreed/signed off by the
general manager and the vice general manager of the relevant principal JCE (as the case may be). It is
provided under the respective joint venture agreements, articles of association and memoranda of the
principal JCEs that the Group and the joint venture partner will be entitled to nominate the general
manager and vice general manager respectively in turn and when the general manager is nominated by

the Group, the vice general manager will be nominated by the joint venture partner and vice verse.
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(C)  Confirmation by the Independent Non-executive Directors

The independent non-executive Directors confirm that during the year ended 31 December 2012, the

above connected transactions entered into by the Company as one of the parties are:
(1)  in the ordinary and usual course of business of the Company;

(2) on normal commercial terms or, if there are not sufficient comparable transactions to judge
whether they are on normal commercial terms, or on terms no less favourable to the Company

than terms available to olr from (as appropriate) independent third parties; and

(3)  in accordance with the relevant agreement governing them on terms that are fair and reasonable

and in the interests of the Shareholders as a whole; and

(4) have not exceeded their respective annual cap (if an annual cap was set for the continuing

connected transaction).
(D) Auditor’s Letter

The Company’s auditor was engaged to report on the Group’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements 3000 “Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information” and with reference to Practice Note 740
“Auditor’s Letter on Continuing Connected Transactions under the Hong Kong Listing Rules” issued
by the Hong Kong Institute of Certified Public Accountants. The auditor has issued his unqualified
letter containing his findings and conclusions in respect of the aforesaid continuing connected
transactions in accordance with Main Board Listing Rule 14A.38. A copy of the auditor’s letter has been

provided by the Company to the Stock Exchange.
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VII. MATERIAL CONTRACTS AND THEIR PERFORMANCE
(1) Trusts, contracts and lease arrangements
v/ N/A

(2) Guarantee

Unit: Yuan Currency: RMB

External Guarantee of the Company (excluding those provided to subsidiaries)

Relationship The Guarantee

between Commencement guaraniee Iscounter  provided to

guaranior and Guaranteed  Date of date of Expiry date  Type of is fully Overdue ~ guarantee  the reated
Guarantor listed company  Guaraniee amount guaantee  guarntee  of guanntee  guanntee performed? Overdue!  amount — avallable? — partis? Relationship
GAC Bus Wholly-onned  FHEHAL 7366667 20July 2011 16February 16 February  Surerphipof ~ No No - No No non-related

subsidares ~ RAAT N1 015 joint and party
several lability

Total guarantee incurted during the reporting period (escluding those provided to subsidiaries) 10,200,000.00
Total balance of guarantee as at the end of the reporting period (8 (excluding those provided to subsidiaries 7,366,607
Total Guarantee provided by the Company (including those provided to subsidiares)
Aggregate guarantee (A+B) 7,366,667

(3) Other material contracts

During the reporting period, the Company had no other material contracts.
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VIII. PERFORMANCE OF UNDERTAKINGS

The undertakings by the listed companies, shareholders holding over 5% of equity interest,
controlling shareholders and ultimate controller during the reporting period or subsisting to the

reporting period

Reasonfor ~ Further seps in
Timeand  Istherea  Whether  faluwein  cseof falure
Background of ~ Typeof periodof  fulfilment  fulfled fulfillmentin  in fulillment
uderiskings ~ underakings  Undertaber ~ Contents of underakings uderisking  timelimit sy intime  dime (fany)  intime
Underaking~ Reohuionof  GAC Changeng Huizhou Lieheo Automobile Sales Company (EMHEAFEHELT) Upodl Yo Yes
in telation to flws in ight andlor the (*Huizhou Liehao'), 2 subsidiay of GAC Changfeng, owns a parcel of land  December
substantal asets— of landand Company siuated in Xie Xia Zhonglai Sen L, Huizhou with and cerificate of Hui Fu 2012
wtnuctuing— other property (Guo You (2002) 13021400030 and area of 015 sq.m.. The bulding ereted on
ownesship such and were used as the offce and exhibiton hallof Huizhou Liebao. Huizhou
Licao has now ceased to operae and s under the proces o being deegisteed,
and the stats of such and and che buidings thereon are dle. As for the lnd
use tight of such land owned by Huizhou Lichao, prior to Huizhou Lichao
being deregistered, GAC Changfeng will aply t0 the local fand management
authorites for tansfrring such hand use right to right to sale. Ifthe transher s
not completed before the completon of the detegistration of Huizhou Lichao,
itwill b caried out by the Company as the surviving company. The Company
undertaes to complete the tansfr before 31 December 2012. In case the
transfer has not been completed by tha time, the surviving company will stop
allocaring such lnd.
Underakings~~ Resohuionof ~ GAC Changfeng s at 31 December 2011, GAC Chengfeng has not obtaned the ownessip Upwo31 Ve Yes
in telation to flws i right and/or the cettifcates of 6 buldings, with an aggregated area of 25,6266 sqm.. GAC December
substantal ases— of and and Company Changfeng undertake to obtain such cerficates as soon as possble, and the 2012
wtnuctuing— other property Company also undertakes to pocute GAC Changfen to obtain such crtfcates
ownesstip as soon as possbl. Before the deregisraton of GAC Changfeng, elevant fes

and charges will be borne by GAC Changfeng; the Company underidkes to
contnue the procedure tegarding such cerficates afer the deregitrarion of
GAC Changfeng and bear the reevan fes and chargs. Among the 6 buildings
Changsha Changfeng Motor Co, Lid (RURSREEERLA) oms 2
R&D bulding stuated in 1 Gui Tang Ti Yuan Lu, Yuhua Disrict, Changsha
with area of 8,117 sqm.. Because the company is curendy in the proces of
dergistration, it temporarly has not yet obtalned the ownership cerifiat.
The Company underakes that the suniving company (being the Company)
wil complete il documents regarding such buildings and asses and bear the
selvant fees and chargs. A for the other fve buldings, it s expected tht the

ownersip crtifcate wil be obtained by the end of 2012,
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Reasonfor ~ Further seps in
Tmeand — Istherea  Whether  falwein  caseof falure
Background of ~ Typeof periodof  fulfilment  fulilled fulfilmentin ~ in fulfllment
uderiakings  underakings  Undertaker Contentsof undertakings uderidkg  timelimit sy intime  dime (fany)  intime
Underikingsin— Sharessubject~~ GAIG 1t undertakes that, within 36 months from che lsting and trading of Upwo28 Vs Yes
rhiontothe  totmading 3,017,403,529 A shares held by it it will not transer or entrust others into March 2015
nicalpublic ~ moratorium managemen theshates of the Company in isue before thi round ofisue which
offering were, dirty or indircty, held by i, nor repurchase such shares from the
Company.
Underakingsin -~ Shares ubject~ Wanwiang Group 1t undertaken that, within 12 months from the istng and trading of A shares: Upwo28 Ve Yes
rhiontothe  tomading Corporaon (B held by them, dhey will not wanskr or ntrust others ino management of the ~ Mearch 2013
iniclpublic  moratorium MERAT),  shaes of the Company in isue befre this ound of e which were, dircy
offering China Netional  or indiretly, respctively held by them, nor repurchase such shares fom the
Machinery Company.
Industry
Corporation
Linied (R
HIEEAAR
Ad), Guangzhou
Tron & Stee
Enterprses Group
(L%
ERERLA)
and Guangzhou
Chime-Long
Group Co, Lid
(RhREERE
ROA)
Other Non-Competidon ~ GAIG (1) diredy or indirety do or paricpatein (or assist n doing or partcpating  Longtem ~~ No Yes
commiments in) any business or activites which compete or may compete with the

principel busines of the Company in any manner (including but not limited
{0 investment, merger and acquisiion, forming associates, joint venture,
cooperation, partnership, trust, underwriing operaing lease, acquiston of
equity or joint stock), whether solly or joindy with other parte, in the PRC
o overeas (2) support any person other than promoters of the Company or
subsidares ofthe promotes o do o paricipate i any business which competes
or may compete with the principal business of the Company in any manner in
the PRC or overses; (3) ntervene in any business or actvides which compete
or may compete with the princpal business of the Company by other means
(whether ditecly or indirctly), provided cha the above undertaking sall not
be appliable whete GAIG or is subsdiaris (othe than the Company and i
subsidares) acquie ot hold for nvestment purpose not more than 5% Inetest

in other company lted on an internationally recognized stock exchange whose
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Background of
undertakings

Typeof

undertakings

Undertaker

Chapter 7

Contentsof undertakings

Significant Events

Time and
period of
undertaking

Is there a
fulfillment

time limit

Reason for
Whether falure in
fulfilled fulfillment in

strclyin time  time i ay)

Further stepsin
case of falure

in fulfilment

intime

principel busines competes or may compete with the princpal business of the
Company; or where GAIG or is subsidiarics or investee company hold not
mote than 5% inteest in a third party whose principal business competes or
may compete wit the prinipal business of the Company as  reul of the debe
testructuring of thid patis; (4] if GAIG o its subsidares (other than the
Company and is subsidiaries come actoss any new business opportunity which
competes or may compete with the principel business of the Company, it shal
immedately inform the Company in wriing and shall use is best endeavours
t0 procute such business opportunity be first offered to the Company or it
subsdiaies on fir and reasonabl terms and condiions. The Company shal,
within 30 days from receving the aloresaid notificaton, notify GAIG or Is
ubsidiares (other than the Compeny and its subsiiais) in wriing whether
or not the Company or s subsiiaies Intend to take up the aforesaid businss
apportuniy. Upon receiving notificaton from the Company that i intends
10 take up such opportunity, GAIG or is subsidiaies shal efer such business
opportunity (o the Company or its subsiiares (5) if the Company or it
subsidaries decide not o take up such business opportunicies for any reason,
upon teelving notifcaton from the Company of such intencion or the Company
fll to resond in witng to GAIG or it subsiciaies within the said 30-day
perod, GAIG or is subsdiaies (other than the Company and its subsidaries
may operae such new business on its own; (6) n the furure, when GAIG or
it subsdiaie (other than the Company and it subsdiaris) operate such new
business which competes or may compete with the principal business of the
Company pursuant to paragraph (5) above or due to adjustments i natonal
police or other force majeure or nexpected events, such that competiion in
the same business ocours or becomes inevitable, GAIG or its subsidiaris (other
than the Company and it subsidiaies) shalloffer an option to the Company or
it subsidiaris, pursuant to which the Company or s subsidaresshall have the
tight to acquite any equiy, asset and other inetest n the compering business
from GAIG or is subsidares In accordance with satutry processes i one ot
muliple tranches, o the Company or it subsidiares may elct to opetae assets
o busiessesin the compering businss by vy of entruted operarion, operaing
lease or underwritng operaton in acoordance with statutory proceses, provided
that the elevan Jaws and regulacons of the PRC and the lsing ruls of the

televant stock xchange then in force are complied with.

GAC Group Co., Ltd ® Annual Report 2012

63



64

Chapter 7 Significant Events

IX. APPOINTMENT OR DISMISSAL OF ACCOUNTANTS

XI.

Unit: Yuan Currency: RMB

Whether to appoint another accounting firm: No
Formerly appointed Currently appointed
Name of domestic auditors BDO China Shu Lun Pan BDO China Shu Lun Pan
Certified Public Accountants LLP Certified Public Accountants LLP
Remuneration of domestic auditors 700,000 750,000
Term of audit of the domestic auditors 3 years 4 years
Name of overseas auditors PricewaterhouseCoopers PricewaterhouseCoopers
Remuneration of overseas auditors 3,500,000 3,049,000
Term of audit of the overseas auditors 2 years 3 years
Name Remuneration
Auditors as internal control auditors BDO China Shu Lun Pan 350,000
Certified Public Accountants LLP
Sponsor China International Capital Co., Ltd

The appointment of BDO China Shu Lun Pan Certified Public Accountants LLP and Pricewaterhouse Coopers as
2012 auditing firms and BDO China Shu Lun Pan Certified Public Accountants LLP as 2012 internal auditor were
considered and approved at 2011 annual general meeting held on 21 June 2012.

PUNISHMENT ON THE COMPANY AND ITS DIRECTORS, SUPERVISORS,
SENIOR MANAGEMENT, SHAREHOLDERS HOLDING OVER 5% OF
EQUITY INTEREST, CONTROLLING SHAREHOLDERS AND PURCHASER
AND RELEVANT RECTIFICATIONS

During the reporting period, none of the Company, its Directors, supervisors, senior management members,
shareholders holding over 5% of equity interest, Controlling sharcholders or purchaser was subject to any
investigation, administrative punishment or public criticism by the CSRC, or publicly censured by any stock

exchanges.
OTHER SIGNIFICANT EVENTS

The Company had no other significant events during the reporting period.
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Chapter 8 Changes in Share Capital and Information on Shareholders

(I) STATEMENT OF CHANGES IN SHARES

(I) Statement of changes in shares

1. Statement of changes in shares

Unit: share
Before change Tncrease/dectease in this change (+, ) After change
Conversion
from
contributed
Tssue of new apitel
Number  Percentage (%) shares Bomusissue  surplus Others Sub-total Number ~ Percentage (%)
1. Shares subject t0 trading JTSTAT  39TSTAT 394757457 0114
moratorium
1. State-owned shares
2. State-onmed legal person 3770500007 3,770,501,007  3,770,501,007 58,59
shares
3. Other domestic shares 164,256,450 164256450 164,256,430 25
Including; Domestic non-state
- owned legal person shares 164296450 164296450 164,256,450 15
Domestic public shares
4. Foreign shares
Including; Overseas legal person
shares
Overseas public shares
1. Clrculating shares not subject o~ 6,148,057,675 10000 286,962,422 B94TTAT 3647795039 2,500,262,640 38.80
trading moratorium
1. Renminbi ordinary shares 286,962,422 286962422 286,962,422 446
2. Foreign shares lsted
domestically
3. Forelgn shares lsted overseas ~ 2,213,300,218 36.00 2,213,300,218 3440
4, Others 3934757457 0400 334T5T4T 3934757457
1L Total shares 0,148,057,675 10000 286,962,422 0,435,020,097 100,00

2. About the approval of changes in shareholding

As at 30 January 2012, CSRC approved the Company to issue 286,962,422 Renminbi ordinary
shares by “Approval of the absorption and merger of GAC Changfeng Motor Co., Ltd. by Guangzhou
Automobile Group Co., Ltd. by way of initial public offering of shares” (CSRC Approval [2012]
No.137) for the absorption and merger of GAC Changfeng Motor Co., Ltd.. As at 23 March 2012, the
SSE approved the listing of Renminbi ordinary shares of the Company on the SSE by “Notification of
A share listing of Guangzhou Automobile Group Co., Ltd.” (SSE Fazi [2012] No. 6). The share capital
of A share is 4,221,719,879 shares, and 286,962,422 shares of which began to be traded on SSE on 29
March 2012. Currently, the total share capital of the Company has changed from 6,148,057,675 shares

to 6,435,020,097 shares.
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I1.

GAC Group Co., Ltd * Annual Report 2012

(II) Changes in shares subjects to trading moratorium

Unit: share
Number of Number of
shares subject Number Number of shares subject
to trading of shares relieved additional shares to trading Date of
moratorium from trading subject to trading moratorium relieving

Name of at the beginning moratorium moratorium at the end of Reason for the trading

Shareholders of the year in the year in the year oftheyear  trading moratorium moratorium

GAIG 3,617,403,529 0 0 3,617403,529 Lock-up undertaking by 29 March 2015

promoter upon initiallsting

Wansiang Group Corporation 156,996,823 0 0 156,996,823 Lock-up undertaking by 29 March 2013
(BmEEAR) promoter upon initial listing

China National Machinery 145,227,963 0 0 145,227,963 Lock-up undertaking by 29 March 2013
Industry Corporation Limited promoter upon initial lsting
(PRERLERAARAR)

Guangzhou lron & Steel 7,809,515 0 0 7869515 Lock-up undertaking by 29 March 2013
Enterprises Group promoter upon initial lsting
(RABELEERARAA)

Guangzhou Chime 7,259,627 0 0 7,059,627 Lock-up undertaking by 29 March 2013
- Long Group Co., Lid promoter upon initial lsting
(FHEREERAR)

Total 3934757457 0 0 3934757457 / /

ISSUE AND LISTING OF SECURITIES

Issue of securities in the last three years as at the end of the reporting period

Unit: Share Currency: RMB

Class of shares Number Number of shares

and their derivative Date of Issue price of shares Date of traded with Expiration
securities stock issue  (or interest rate) issued listing  listing approval date of trading
Class of Shares

H Shares 25 August 2010 2,213,300,218 30 August 2010 2,213,300,218

A Shares 29 March 2012 9.09 286,962,422 29 March 2012 4,221,719,879
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II.

I1I.

(1) Listing of H shares Issue

In accordance with the approval of CSRC by “Approval of the issue of foreign shares of GAC
Changfeng Motor Co., Ltd.” (CSRC Approval [2010] No. 1123) and the approval of Hong Kong
Stock Exchange dated 18 August 2010, the Company by the way of share exchange issued initial public
offering of 2,213,300,218 H shares to the shareholders of Denway Motors Limited on 25 August 2010.
Such shares began to be traded on the main board of the Stock Exchange on 30 August 2010; using
stock abbreviation “GAC GROUP” with stock code “2238”. After the issue of H Shares, the aggregate
share capital of the Company was RMB6,148,057,675 with a nominal value of RMBI1 each, of which
3,934,757,457 were Domestic Shares representing approximately 64% of the aggregate share capital,
and 2,213,300,218 were H Shares representing approximately 36% of the aggregate share capital.

(2)  Listing of A shares Issue

By “Approval of the absorption and merger of GAC Changfeng Motor Co., Ltd. by Guangzhou
Automobile Group Co., Ltd. by way of initial public offering of 286,962,422 shares” (CSRC Approval
[2012] No. 137) dated 30 January 2012 and “Notification of A share listing of Guangzhou Automobile
Group Co., Ltd.” (SSE Fazi [2012] No. 6) dated 23 March 2012, CSRC and the SSE respectively
approved that the share capital of A share of the Company is 4,221,710,879 shares, 286,962,422 shares
of which began to be traded on SSE on 29 March 2012; using stock abbreviation “GAC GROUP” with
stock code “601238”.

After the issue of A Shares, the total share capital of the Company was RMB6,435,020,097 with a
nominal value of RMBI1 each, of which 3,934,757,457 were held by the promoter representing 61.15%
of the total share capital, and 286,962,422 were held by domestic public shareholders representing
4.46% of the total share capital, and 2,213,300,218 were held by H Shares shareholders representing
approximately 34.39% of the total share capital.

Change of the total number of shares and the share capital structures of the company and
structure of the company assets and liabilities

The Company issued 286,962,422 A shares which were listed on the main board of the Shanghai Stock
Exchange on 29 March 2012 for the absorption and merger with GAC Changfeng. After the issue of A Shares,
the total share capital of the Company was RMB6,435,020,097 with a nominal value of RMBI each, of which
4,221,710,879 were A Shares representing 65.61% of the total share capital, and 2,213,300,218 were held
by H Shares sharcholders representing 34.39% of the total share capital. Of the share capital of A Shares,
3,934,757,457 ordinary shares were held by the promoter representing 61.15% of the total share capital and
286,962,422 were held by domestic public shareholders representing 4.46% of the total share capital.

Existing internal employee shares

As at the end of the reporting period, there were no internal employee shares of the Company.
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ITII. INFORMATION ON SHAREHOLDERS AND ULTIMATE CONTROLLER

() Number of shareholders and their shareholding

Unit: Share
Total number of shareholders as at the A shares: 25,996 Total number of sharcholders as at the end of the 5th A shares: 26,025
end of the reporting period: H shaes; 301 trading day prior o the disclosure of the annual report: H shares: 303
Particulars of top ten shareholders Number of
Increase/decrease shareholdings
Percentage in Total number during the ~ subject to trading Number of shares
Name of shareholder Nature of shareholder share capital (%) of sharesheld ~ reporting period moratoriom ~— pledged or frozen
Guangzhou Automobile Industry Group Co,, Lid. State-owned legal person 5758 3,705,129,384 87,725,855 3,617,403,529 No0
(RMFE RERARA) (Nore 1)
HKSCC NOMINEES LIMITED (Note 2) 3430 2,208,641,860 104,515 No0
Wansiang Group Corporation Domestic non-state-owned 144 136,996,823 0 136,996,823 No0
(BmEALT) legal person
China National Machinery Industry Corporation Limited ~~ State-owned legal person 126 145,227,963 0 145,227,963 No0
(FEERTEERARLA)
Guangzhou lron & Steel Enterprises Group State-owned legal person 0.12 7,869,915 0 7869515 Dledged: 7,869,515
(RMSALERARAA)
Guangzhou Chime-Long Group Co,, Lid. Domestic non-state-owned 011 7,199,607 0 7,199,607 No0
(RARREEEERLH) legal person
China Pacific Life Insurance Co., Ltd. - Unknown 0.11 6,999,948 6,999,948 0 No(
Tradicional - General Insurance Product
(FRATEAGRERAARAA- B4
-HERkkER)
China Life Insurance Co., Led. Dividends Unknown 0.08 5,451,898 5,451,898 0 No0
petsonal bonus - 003L-FHO02 Shanghai
(FEAZRRRBERAR -~
RAHL~005L-FHO02 )
China Life Insurance Co., Ltd. - Tradicional - General Unknown 0.05 3,330,144 3,330,144 0 No0
Insurance Product- 005L-CT001 Shanghai
(FEARRRRAHRLA -85
~EERRER- 03101001 E)
(China Construction Bank - Huaxta Securities Unknown 0.05 3,094,610 3,094,610 0 Nol
Investment Fund
(PEERRT - ERLNRR BRI
Zhao Guangshun (RIEJE) Natural person 0.04 2748703 2748703 0
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Particulars of top ten holders of shares not subject to trading moratorium
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Number of tradable

shares not subject
Name of shareholder to trading moratorium Class/Number of shares
HKSCC NOMINEES LIMITED 2,208,641,860 Foreign shares listed overseas
2,208,641,860
GAIG 87,725,855 Renminbi ordinary shares
87,725,855
China Pacific Life Insurance Co., Ltd. - Traditional - General Insurance 6,999,948 Renminbi ordinary shares
6,999,948
China Life Insurance Company Limited - dividends personal 5,451,898 Renminbi ordinary shares
bonus - 005L-FH002 Shanghai 5,451,898
China Life Insurance Company Limited - Traditional 3,330,144 Renminbi ordinary shares
General Insurance - 005L-CT001 Shanghai 3,330,144
China Construction Bank - Huaxia Balanced Mixed Securities Investment Fund 3,094,610 Renminbi ordinary shares
3,094,610
Zhao Guangshun (ﬂ%!ﬂ,ﬁ) 2,748,723 Renminbi ordinary shares
2,748,723
Pacific Securities Co., Ltd. 2,599,930 Renminbi ordinary shares
2,599,930
BOC-Franklin Templeton Sealand Growth Dynamic Equity Securities 1,833,875 Renminbi ordinary shares
Investment Fund 1,833,875
BOC-Jiashi CSI300 Transactional Open-end Index Securities Investment Fund 1,683,709 Renminbi ordinary shares
1,683,709

Remarks

Note I:  GAIG holds a total of 3,705,129,384 A shares of the Company (including 3,617,403,529 shares subject to
trading moratorium) approximately representing 87.76% of the share capital of A Shares of the Company.
Meanwhile, GAIG holds 79,276,000 H shares of the Company through its wholly owned subsidiary, Guangzhou
Automobile Group (Hong Kong) Co., Ltd., approximately representing 3.58% of the share capital of H Shares of
the Company. Hence GAIG holds a total of 3,784,405,384 A and H shares, approximately representing 58.81%

of the total share capital of the Company.

Note 2: H shares held by HKSCC Nominees Limited were held on behalf of a number of clients.
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Number of shares held by the top ten shareholders subject to trading moratorium and particulars of such

trading moratorium

Unit: share
Particulars of tradable shares subject
to trading moratorium
Number of shares Number of additional
Name of shareholder subject held subject to  Time for listing shares available for Trading
No.  to trading moratorium trading moratorium  and trading listing and trading moratorium
1 GAIG 3,617,403,529 29 March 2015 0 36 months lock-up
undertaking by promoter
upon initial listing
2 Wanxiang Group Corporation 156,996,823 29 March 2013 0 12 months lock-up
(BmEALR) undertaking by promoter
upon initial listing
3 China National Machinery Industry 145,227,963 29 March 2013 0 12 months lock-up
Corporation Limited undertaking by promoter
(PEI B L EEBARA ) upon initial listing
4 Guangzhou Iron & Steel Enterprises Group 7,869,515 29 March 2013 0 12 months lock-up
(EMMEADEERERAF) undertaking by promoter
upon initial listing
5 Guangzhou Chime - Long Group Co., Ltd 7,259,627 29 March 2013 0 12 months lock-up

(B R EMARA)
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IV. STATUS OF CONTROLLING SHAREHOLDER AND ULTIMATE

CONTROLLER
(I) Controlling Shareholder

1. Legal person

Unit: 100 million Currency: RMB

Name

Responsible person of the institution
or legal representative

Date of establishment

Organization code

Registered capital

Principal business

Operating results

Financial conditions
Cash Flow and future

development Strategies

Equity interests in other controlled and invested
companies whose shares were listed in the PRC

or overseas during the reporting period

Guangzhou Automobile Industry Group Co., Ltd.
Zhang Fangyou

18 October 2000

72502048-X

25.713

Manufacturing, processing, motor vehicles, automobile and its spare
parts; property management; operation and management of the
State-Owned Assets within the scope of mandate; investment and
financing consultation; wholesale and retailing (other than state-
controlled goods); business of exporting products and technologies
produced by this enterprise itself and business of importing raw and
auxiliary materials, instruments, machinery and equipment, spare
parts and technologies required by this enterprise (other than goods
and technologies solely operated by this enterprise or prohibited
from import and export by the State); and the operation of imported
material processing and three categories of processing and one category
of compensation trade.

As at 31 December 2012, the consolidated unaudited operating income
was RMB13,000 million

Good

Making innovation, quality production and adhering to proprietary
brands and continuing with joint venture cooperation, so as to achieve
four leaps (leap of production base to production properties, leap of
asset management to capital operations, leap of products to proprietary
brands and leap of making profits to enhancing value) as the major
development. Reinforcing five sectors including passenger car,
commercial vehicles, motorcycles, automotive parts and related services
operations as the basis of production, to develop the Group into a

large-scale, market-oriented and international enterprise.

Nil
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2. Change in status, index and date of controlling shareholder during the reporting period

There was no change in the controlling sharcholder of the Company during the reporting period.

(II) Ultimate Controller

1. Legal Person

Unit: 100 million Currency: RMB

Name

Legal representative
Date of establishment
Organization code
Registered capital

Principal business

Operating results

Financial conditions

Cash Flow and future development strategies

Equity interests in other controlled and invested
companies whose shares were listed in the PRC

or overseas during the reporting period
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Guangzhou Automobile Industry Group Co., Ltd.

Zhang Fangyou

18 October 2000

72502048-X

25.713

Manufacturing, processing, motor vehicles, automobile and its spare
parts; property management; operation and management of the
State-Owned Assets within the scope of mandate; investment and
financing consultation; wholesale and retailing (other than state-
controlled goods); business of exporting products and technologies
produced by this enterprise itself and business of importing raw and
auxiliary materials, instruments, machinery and equipment, spare
parts and technologies required by this enterprise (other than goods
and technologies solely operated by this enterprise or prohibited
from import and export by the State); and the operation of imported
material processing and three categories of processing and one category
of compensation trade.

As at 31 December 2012, the consolidated unaudited operating income
was RMB13,000 million

Good

Making innovation, quality production and adhering to proprietary
brands and continuing with joint venture cooperation, so as to achieve
four leaps (leap of production base to production properties, leap of
asset management to capital operations, leap of products to proprietary
brands and leap of making profits to enhancing value) as the major
development. Reinforcing five sectors including passenger car,
commercial vehicles, motorcycles, automotive parts and related services
operations as the basis of production, to develop the Group into a
large-scale, market-oriented and international enterprise.

Nil
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2. Change in status, index and date of ultimate controller during the reporting period
There was no change in the controlling sharcholder of the Company during the reporting period.

3. Chart showing the property rights and controlling relationship between the Company and the ultimate

controllers

Guangzhou State-Owned Assets Administration Bureau

100%

Guangzhou Automobile Industry Group Co., Ltd.

58.81%

Guangzhou Automobile Group Company Limited

V. OTHER CORPORATE SHAREHOLDERS HOLDING MORE THAN 10%
SHARES OF THE COMPANY

As at the end of the reporting period, there was no other legal person holding more than 10% shares of the

Company.
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VI. INTERESTS REQUIRED TO BE DISCLOSED UNDER THE SECURITIES AND
FUTURES ORDINANCE OF HONG KONG

As at 31 December 2012, the names of the persons (other than Directors and Supervisors) entitled to exercise 5% or
more of the voting rights at any general meeting of the Company and the number of underlying Shares, as recorded

in the register required to be kept by the Company pursuant to Section 336 of the Securities and Futures Ordinance

are set out below:

VII.

VIIIL.

GAC

Percentage in Percentage

Number of  the class of issued in the total

Name Class of Shares Capacity (Note 1) shares held share capital (%) share capital (%)

GAIG (Note 2) A Shares Beneficial owner 3,679,503,529 (L) 87.16 57.18

Templeton Asset Management Limited H Shares Investment manager 576,929,662 (L) 26.07 8.97

Platinum Investment H Shares Investment manager 16,991,514 (L) 6.99 2.40
Management Limited custodian

Massachusetts Financial H Shares Investment manager 133,926,000 (L) 6.05 2.08

Services Company
Sun Life Financial, Inc. H Shares [nvestment manager 133,926,000 (L) 6.05 2.08

Note 1: (L) — Long Position, (S) — Short Position, (P) — Lending Pool

Note 2:  The number of shares reflected the A shares held by GAIG on 29 March 2012 (the date of listing of A Shares of

the Company). Of which, 3,617,403,529 shares were converted from domestic shares to A shares subject to trading
moratorium, and 62,100,000 shares were tradable A shares. On 31 December 2012, GAIG held in total 3,705,129,384
shares of the Company’s A Shares (of which, 3,617,403,529 were subject to trading moratorium), approximately
representing 87.76% of the share capital of the Company’s A Shares. Meanwhile, through its wholly-owned subsidiary,
Guangzhou Auto Group (Hong Kong) Limited, held 79,276,000 shares of the Company’s H Shares, approximately
representing 3.58% of the share capital of the Company’s H Shares. Hence it held in aggregate 3,784,405,384 A and H
Shares, approximately representing 58.81% of the aggregated share capital of the Company.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

The Company has not redeemed any of its listed securities during the year. Neither the Company nor any of its

subsidiaries has purchased or sold any of the listed securities of the Company during the year.
PRE-EMPTIVE RIGHTS AND PUBLIC FLOAT

There is no provision for pre-emptive rights of the Sharcholders in the articles of association of the Company and
the relevant laws, and they are not entitled to ask the Company to issue shares to them pre-emptively in proportion

to their shareholding.
Based on the information publically available and within the knowledge of the Directors, as at the latest practicable

date prior to the issue of this annual report, the public float of the Company has met the minimum requirement of

the Listing Rules.
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Chapter 9 Profiles of Directors, Supervisors, Senior Management and Employees

I. CHANGES IN SHAREHOLDING AND REMUNERATION

1. Particulars about changes in the shareholding and remuneration of incumbent and resigned

directors, supervisors and senior management during the reporting period

Unit: Share
Toul
temuneraion
obtaned
payable by Toul
theCompany ~ remuneraton
Inorese! durngthe obuained papable
Nomberof — Numberof  dewressen teporting by shareholders
saesheld et haesheldat mumberal  Reasonfor period uring he
Strtng dae of tebegning  theendol  harsdurng  dheinceassl  (RMBO00)  eponing period
Name Dution Gender Age em  Eddedem  ofter  depr  deyr  doese (e (RMBO00D)
Thang Pngyou Chaiman and Py Sectrary Me 6 Wl 20Jue 085 0 0 0 No I 0t
Zeng Qinghong Vice Chaiman and Genere Manager Mae N W2 20June 005 0 0 0 No 10154 0
Yuan Zhongrong Exccutve Diretorand Mie 5 Wl 0Juel3 0 0 0 No %15 0
Deputy Gt Manager
lu% Excutve Director, Seceay of the Femdle & Nuedl2  W0Jue 0 0 0 No 642 0
Board and Company Secretary
Fu Shouji Non-Bxecutive Dtecor Male 0 Nue  20June 2005 0 0 0 No 9.2 0
LiuHulan Non-Executve Director and Charman Mae N el 20 Jued0l5 0 0 0 No 12 0
ofthe bor nion
Vet Xizogin Non-Executve Diecor and Make 9 N 20June 2015 0 0 0 No 9.2 0
Deputy ParySeceary
[iTun Non-Executve Director Make B Nue2 W0 0 0 0 No 16217 0
Wang Sngln Non-Exccutve Director Mle 0 DAl 5Apd 200 0 0 0 No I 0
Ding Hongiang Non-Executve Diector Male 6 w2 20Jumel0l5 0 0 0 No 0 4
Li Fgy Non-Executve Diector Male 6 Nuwedo  0JueI5 0 0 0 No 0 ]
W Gaogi Independent Director Mee T Wuel2 M December 013 0 0 0 No 0 0
a Guohua Independent Dirctor Mee B MJued0l ADecember 2013 0 0 0 No 0 0
Xing Bing Independen Diecor Mae U w202 UDecember 2013 0 0 0 No 10 0
LawAlber Yukvan ~ Independent Director Mie G MWuel2  UDecember 013 0 0 0 No 10 0
Li Zhengy Independent Diector Male 9 22012 24 December 2013 0 0 0 No 10 0
Gao Fusheng Chaiman of the Superisony Commite Femal 55 Wumed2  20Jue 2015 0 0 0 No 0 /
Huang hiyong Supervsor Mee 8 w2 20Juned0l§ 0 0 0 No I 336
He Yuan Supevsor Femle S0 Nue2  20June 015 0 0 0 No 0 ]
YeRuig Supenvisor epresening the saffand workes Mae S0 Wue2 0] 2005 0 0 0 No 7699 0
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Unit: Share

Toul

temunetaion

obtaned
payableby Toul
theCompany ~~ remuneraton
Inores! durngthe obuained apable
Nomberof — Numberof dewressen teporing by shareholders
daeshellat  haesheldat mumberal  Reaonfur period uring he
Strting dae of tebegining  theendol  haresdurng  dheinceass  (RMBO00)  eponing period
Name Dution Gender ige em  Eddeoem  oftepr  depr  der  doese  (ehew)  (RMBO0DD)
He el Supervior epresening the saffand orkes Male § 0 W2 20Jume0l5 0 0 0 No 241 0
LiShao Deputy Generl Manager Male 0 W2 0June 2005 0 0 0 No 888 0
Huang Xingdong Deputy General Manager e B Wuwedl 20wl 0 0 0 No 858 0
Wang Dan Chie Financia Officer Femle 4 Nwedd2  10June 3 0 0 0 No 858 0
W Song Deputy Gener Manage Me 0 N D0June D005 0 0 0 No 858 0
Jng Ping Deputy Gener Manage Male o N W00 0 0 0 No 88 0
Yio Yiming Deputy Gener Manager Male S N2 20June 2015 0 0 0 No 9.5 0
Feng Xinga Deputy Gener Manager Male § 0 W2 20Jume 05 0 0 0 No 9.5 0
LiuWe Deputy General Manage Me 0 Wwedl 20Jue 3 0 0 0 No §70 0
Ou Yongian Deputy General Manage Me B W2 20Jue 0I5 0 0 0 No Nl 0
Chen Maoshan Deputy General Manager Me § 0 Nwe  D0June D0l 0 0 0 No 5% 0

Note: Pursuant to the “Operating Performance Appraisal and Remuneration Management Measures of Legal
Representatives of Enterprises Governed by State-owned Assets and Administration Commission of Guangzhou
Municipal Government™ (J# JH Ti7 [ & 23 B 45 4 36 £ 35 N 4048 264505 WM 3 A B90F1: ), the State-owned Assets
and Administration Commission of Guangzhou Municipal Government assesses legal representatives according to the

audited enterprise financial report and audited statistics.

According to Remuneration and Performance appraisal management approach of Senior Management of
GAIG, individual performance appraisal process of senior management will be carried out after the issue of

the Company’s annual audited report.
Since the annual audit report of GAIG has not been completed, the remuneration of 2012 payable to the

chairman of the Board, Zhang Fangyou, and Gao Fusheng, the chairman of the Supervisory Committee is

subject to confirmation.
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1. Interests of directors, supervisors and senior management in H Shares

As at 31 December 2012, the interests of the directors, supervisors and senior management of the
Company in the shares of the Company and its associated corporations (as defined in Part XV of
the SFO), which were required to be notified to the Company and the Hong Kong Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which he/
she was deemed or taken to have under such provisions of the SFO) or which were required, pursuant
to Section 352 of the SFO, to be entered in the register referred to therein, or which were required,
pursuant to the “Model Code for Securities Transactions by Directors of Listed Issuers” (the “Model
Code”) of the Listing Rules of Hong Kong Stock Exchange (the “Listing Rule”), to be notified to the

Company and the Hong Kong Stock Exchange, were as follows (unit: share):

Number of shares Number of shares Increase/decrease

held at the held at the of shares held

Name Capacity ~ beginning of the year end of the year during the year
Gao Fusheng Supervisor 87 87 0
Yao Yiming Deputy General Manager 536,597 536,597 0
Chen Maoshan Deputy General Manager 9,481 9,481 0

2. Personal Profile

Zhang Fangyou ()% H ), is the chairman and party secretary of the Company. He joined the Group
in 1997, served as the chairman of GAIG since 2000 and has been the chairman of the Company since
June 2005. Currently, Mr. Zhang is the chairman, managing director and party secretary of GAIG
and the chairman of Denway, China Lounge, GAC (HK), Guangzhou Auto, GAC Changfeng and
GAC Mitsubishi. He is also an independent director of Guangzhou Department Store Enterprises
Group Co., Ltd. (EMNEBECEEBAIR/AT). He is also a member of the 6¢h, 8th, 9th and 10th
Guangzhou Municipal Party Committee, the representative of 8th, 10th and 11th Party Congress of
Guangdong Province and Deputy to the 11th and 12th People’s Congress of Guangdong Province, and
2007 CCTV China Economic Person of the Year. Prior to this, he served such positions as director
of Guangqi Honda from July 1998 to December 2004, secretary of Guangdong Zengcheng Town
(City) Government from November 1991 to December 1995, deputy secretary-general of Guangzhou
Municipal Government from August 1995 to August 1999 and an office director of Automotive
Industry Office of Guangzhou Municipal Government from April 1996 to August 1999. Mr. Zhang
graduated from South China Normal University with a college diploma in political theory in December
1987, Party School of the Central Committee of C.P.C. with a graduate degree in January 1997 and

Zhongshan University with a master’s degree in business administration in December 2006.
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Zeng Qinghong (¥ B ), is the vice chairman and general manager of the Company. He first joined
the Company in 1997. He has served as a director of GAIG since 2004 and the deputy chairman and
general manager of the Company since 2005. Currently, Mr. Zeng is the vice chairman of GAIG,
Denway, China Lounge, GAC (HK), Guangzhou Auto, chairman of GAMC, chairman of GAC
Fiat, chairman of GAC Gonow and a director of GAC Changfeng. Prior to this, he held positions
as chairman of GAC Commercial from June 2005 to September 2008, GAC Component from June
2005 to September 2008 and GAC Hino from January 2006 to September 2008, director and deputy
executive general manager of Guangqi Honda from December 1999 to January 2006 and deputy general
manager of GAIG from April 2001 to June 2005. Mr. Zeng was elected as the chairman of the 5th
Automobile Industry Association of Guangdong Province (FERBIRE LEHE®R) in December
2010, and was elected by the provincial people’s congress to be a delegate of the 10th and 11th
National People’s Congress. Mr. Zeng is a member of the Eleventh Political Consultative Committee
of Guangdong Province and graduated from South China University of Technology with a Ph.D. in

management science and engineering in 2009.

Yuan Zhongrong (Zff1%€), is an executive Director and deputy general manager of the Company,
a professor-level senior engineer. He joined the Company in 1997 and was appointed as the deputy
general manager of GAIG in 2001 and has served as a director and deputy general manager of the
Company since 2005. Currently, Mr. Yuan is a director of GAIG, chairman of GAC Toyota, Urtrust
Insurance and GAC Hino, deputy chairman of GAC Toyota Engine, Tong Fang Global (Tianjin)
Logistics Co., Led. ([A1J7 BBk (Kid) WA PR/ 7)), Shanghai Hino Engine Co., Lid. (b H BF#§
AR/ A]) and the director of GAMC. Prior to this, he worked at the engineering manufacture
unit of Dongfeng Motor Corporation (HJEJXHL/A ) from 1982 to 1993, held positions as deputy
head of the engineering unit of Dongfeng Motors Corporation (R A ) in 1991, head of the
engineering unit of Dongfeng Motor Corporation (R EJXHL A ) from January 1993 to April 1995,
head of engineering unit of Automobile Industry Office of Guangzhou Municipal Government from
1995 to 1997, deputy general manager of Guangzhou Sedan Co., Led. (JEMEFH A R A ) from July
1997 to July 1998, deputy manager of Guangqi Honda from July 1998 to April 2001 and director and
deputy executive general manager of GAC Toyota from September 2004 to August 2008. Mr. Yuan
graduated from Huazhong University of Science and Technology (HEFBFEKE) (formerly known
as Huazhong Science and Technology College (#H! T.E:F%) in July 1982 with a bachelor’s degree in
mechanical manufacture and from Asia International Open University (Macau) with a master’s degree

in business administration in September 2001.

Lu Sa (JE¥), is an executive Director, a company secretary and secretary of the Board. She joined
the Company in March 2000 as secretary to the chairman, has served as the secretary to the Board of
the Company and office director of the Board since June 2005 and became an executive director and
secretary to the Board of the Company in August 2008. Currently, Ms. Lu is also a director of GAC
Toyota, China Lounge, Denway, GAC Mitsubishi, GAC Changfeng and Guangzhou Auto. She held the
positions as office secretary and translator of the board of Guangzhou Peugeot Automobile Company
(EMAEBRH /A F]) from October 1995 to May 1998 and secretary to the executive deputy general
manager of Guanggi Honda from May 1998 to February 2000. Ms. Lu graduated from the Central
South University Xiangya School of Medicine with a bachelor’s degree in medical English in July 1990
and the School of Business of Zhongshan University with an executive master’s degree in business

administration in December 2005.

GAC Group Co., Ltd * Annual Report 2012



Chapter 9 Profiles of Directors, Supervisors, Senior Management and Employees

Fu Shoujie (ff5F#), is a Director of the Company. He first joined the Company in July 2004 and has
served as a Director since 2005. Currently, Mr. Fu is a director of GAIG, chairman of Guangqi Honda,
director and deputy executive general manager of GAC Changfeng and GAC Mitsubishi and director
of GAMC and GAC Fijat. Prior to this, he held positions as deputy general manager of the Company
from 2005 to 2009, deputy head of the Sujiatun District of Shenyang City from November 2000 to
November 2002 and from January 2003 to July 2004 and general manager of Songliao Automobile
Co., Ltd. (FAEEIRE AR AT BR/A 7] ), which is listed on the Shenzhen Stock Exchange, from January
2003 to July 2004. Mr. Fu graduated from Liaoling Radio & TV University with a college diploma in
economics and finance in July 1986 and the University of Illinois at Chicago, the United States, with a

master’s degree in business administration in May 2000.

Liu Huilian (#DH¥), is a Director and chairman of the labor union of the Company. He joined the
Group in 2001 and has been a Director since 2005. Currently, Mr. Liu is a director of GAIG. Prior
to this, he held positions as director of the general manager office of Guangzhou Peugeot Automobile
Company (BFIMBEZRHLAH]) from March 1991 to February 1998, deputy general manager of
Guangzhou Sedan Co., Ltd. (}gﬂﬂﬁﬁﬁﬁﬁ/&ﬁ]) from February 1998 to June 1998 and chairman of
the labor union of Guangqi Honda from June 1998 to April 2001. Mr. Liu was also the member of the
11th and 12th national committee of Guangzhou. Mr. Liu graduated from the South China Normal

University with a college diploma in politics in June 1986 and was qualified as senior political engineer.

Wei Xiaoqin (BE#ZZE ), is a Director and the deputy party secretary of the Company. Mr. Wei joined
the Company in 2000. Prior to this, Mr. Wei served as the division chief of the division of personnel,
director of the department of personnel, director of the department of human resources, assistant to
the general manager and director of the department of human resources, deputy general manager of the
Company from March 2000 to August 2008. Prior to this, he served as deputy head of the Organization
Department of Zengcheng City, party secretary of Sanjiang Town, chairman of the NPC Presidium
of Sanjiang Town, director and head party secretary of the Bureau of Water Resources of Zengcheng
City and deputy director and deputy party secretary of Agriculture Office from July 1990 to August
1998, director of the Bureau of Water Resources of Guangzhou from September to November 1998 and
director and deputy general manager of Guangzhou Anxun Investment Co., Ltd. (I 2B TR
A H)) from December 1998 to February 2000. Mr. Wei was elected as a delegate of the 10th National
People’s Congress of Zengcheng City. Mr. Wei currently is a delegate of the 15th National People’s
Congress of Yuexiu District, Guangzhou. Mr. Wei graduated from the South China Normal University

with a college diploma in politics and was qualified as senior political engineer in June 1988.

Li Tun (Z2W), is a Director of the Company and is also a director and general manager of GAC (HK),
director and general manager of China Lounge, director and general manager of Denway and director
of Guangzhou Auto, Guangqi Honda and director of GAC Component. He joined the Company since
1999 except for the period from 2001 to 2007 during which he was the deputy general manager of the
Sales Division of Guangqi Honda. He was the deputy general manager of China Lounge in 2007. He
graduated from Murdoch University of Australia (K F|EEHF#EKEE) with a diploma in business

administration in March 2002.
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Ding Hongxiang (T &#), is currently a deputy general manager of China National Machinery
Industry Corporation Limited (BB T 24 B A BRA Al ), chairman of Sinomach Automobile Co.,
Led (BI# KB H R F]) (a company listed on the Shanghai Stock Exchange with stock code:
600335), and vice president of China Automobile Dealers Association ( H B PR B 4 6 ). M. Ding
is also a member of the Standing Committee of and chief member and secretary general in Economic
Sector of the Chinese Youth Association and vice secretary general of the State Enterprise Youth
Federation. Mr. Ding graduated from Huazhong University of Science and Technology in 1982, and
graduated from from Western Economics (master postgraduate) of Huazhong Institute of Technology

in 1989.

Li Pingyi (Z°F—), is a Director of the Company. He is currently an executive Director of Wanxiang
Automobile Co., Led (8 [ BB H A PR/ 7)), chairman of Zhejiang Wanxiang Power Batteries Co.,
Led (WU & R AEH) 71 Bt A FRA ), chairman of Jiangsu Senwei Precision Forging Co., Led (VL.#%
RS 884 PR A ) and executive director of Jilin New Rucker Parts Co., Led. (7 MBS 258444 FR
/3 W] ). Prior to this, he served as deputy general manager of Wangxiang Group Enterprise Development
Corporation (&[4 [ > £ 5 R4/ F] ) and Wanxiang Qianchao Co., Ltd. (B ) S B A FR AN
) ) which is listed on the Shenzhen Stock Exchange. Mr. Li graduated from Jilin Industry University
with a bachelor’s degree in agricultural machinery engineering in December 1988 and obtained a

postgraduate degree in business management from Zhejiang University in July 2002.

Wu Gaogui (5 553E), has been an independent Director since December 2007. Mr. Wu is a veteran
professor of the automobile industry. He is currently an independent director of CIPE Braking System
(Guangzhou) Co., Ltd. ( FR I B 2R 48 (B M) A BRZA F)). Prior to this, he held positions as Vice Dean
of the School of Transportation from 1995 to 1999, administrative manager of Highway Society and
other academic bodies from March 1997 to March 2000 and was a member of the Academic Committee
of the Key Laboratory of Guangdong Electronic Automobiles from January 2005 to December 2008.
Mr. Wu graduated from Tsinghua University, Beijing with an undergraduate graduation qualification
in Automobile and Motor Studies in July 1967.

Ma Guohua (}§ B3 ), has been an independent Director since December 2007. Mr. Ma has been the
vice secretary general of Chinese National Attorney’s Association since 1999. Currently, he also holds
positions as the independent director of Shandong Sanwei Shihua Engineering Company Limited (Ll
WAt TRBEMDARAF), Wuxi Double Elephant Micro Fibre Material Ltd. (HES5 SR
MRS A FR/A ) and Hasen Commerce And Trade (China) Co., Ltd. He was an independent
director of Zhejiang Sanlux Rubber Co., Led. (#iVL =1 TR BBA A FRA 7 ) which is listed on the
Shenzhen Stock Exchange, Zhejiang Hengfeng Jiaotong Transportation Co., Ltd. (T YT AL iR A 47 7 iy
J&dn A PR A] ). Mr. Ma was the Attorney General of China’s Ministry of Justice from January 1993
to June 1997, a member of the Second Listing Approval Committee of the China Securities Regulatory
Commission from 1999 to 2000 and a lawyer of a legal service company in Hong Kong from June 1997
to June 1998. Mr. Ma obtained a bachelor’s degree of law from China University of Political Science
and Law in July 1984 and a master’s degree of law from Peking University in January 2006.
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Xiang Bing (JHJE), has been an independent Director since December 2007. Mr. Xiang is the dean
and professor of Cheung Kong Graduate School of Business. Prior to this, Mr. Xiang held positions as
finance and accounting professor of China European International Business School (Shanghai) from
July 1997 to June 1999 and accounting professor of the Guanghua School of Management of Peking
University from July 1999 to December 2001. Mr. Xiang obtained a Ph.D. degree in accounting from
Alberta University, Canada in November 1991. Mr. Xiang is currently or has been an independent
director of China Dongxiang (Group) Co., Ltd. (FFEE M (4£E) HRAR) (listed on the Stock
Exchange), Dan Form Holdings Co., Ltd. (PHEFZEREA R A T]) (listed on the Stock Exchange),
Longfor Properties Co. Ltd. (FE M 7 A FRZA 7)) (listed on the Stock Exchange), Sinolink Worldwide
Holdings Limited (EALEEEA PR A7) (listed on the Stock Exchange), Enerchina Holdings Limited
(R IV BR/AF]) (listed on the Stock Exchange), HC International, Inc. CERBEARAA)
(listed on the Stock Exchange), Peak Sport Products Co., Limited (I8 E H M ABRAR) (listed
on the Stock Exchange), EHouse (China) Holdings Limited (% )& (H1Eq) PEREATBRZA 7] ) (listed on
the New York Stock Exchange), Perfect World Co., Ltd. (EERFZEHRAA) (listed on NASDAQ),
Yunnan Baiyao Group Co., Ltd. (Er AL A R T]) (listed on the Shenzhen Stock
Exchange) and Little Sheep Group Limited (/MNEF£4EEH R F]) (listed on the Stock Exchange from
12 June 2008 to 1 February 2012).

Law Albert Yu Kwan (EE##¥F), has been an independent Director of the Company since December
2007. Currently, Mr. Law is the chief financial officer and company secretary of the South China
(China) Limited and the group chief financial officer of the South China Group. Mr. Law is the
president of the Institute of Accountants in Management (HEFIGFIIAE) since 2007.
Previously, Mr. Law held various positions including the managing director of A.A. and Associates
Consulting International Limited (LR A S ) B PR A RN D) from April 2006 to January 2011,
financial controller of K. Wah Construction Materials Limited (%% ZE& M A R/AH]) from June 1997
to April 2006 (responsible for the finance and accounting, legal, IT and treasury), managing director
of K.K. Yeung Financial Management Consultants International Limited (M5 18 By B 755 4 3L )
B M5 BRA A ) from July 1996 to June 1997 (responsible for the marketing, business development
and overseas consulting projects) and assistant general manager (responsible for finance, accounting
and administration) of Winning Management Company Limited (a Hong Kong real estate holding
and investment group) from November 1990 to March 1995. Mr. Law had also served as the former
president of the UK Chartered Institute of Management Accountants (3Bl FFFF4 ML & 5HAfi A &)
(Hong Kong Division) in the year 2006 to 2007 and the former chairman of an enterprise governance
committee under the said Institute from 2003 to 2007. Mr. Law is a fellow member of the Chartered
Institute of Management Accountants (DB E B HTATA € ), an associate of the Institute of
Chartered Accountants in England and Wales (B HE Bl B BT LA R Er st A €), a fellow member
of the Association of International Accountants in England (%2 Bl B2 & 512 ), a member of the
Hong Kong Institute of Certified Public Accountants (s & 71HlI/A € ), a fellow member of Hong
Kong Society of Registered Financial Planners (75 U 51 M BA 5 SR Bl 17% 7 ), and a fellow member of
the Taxation Institute of Hong Kong (BHBBIBSEE).
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Li Zhengxi (Z1EA7), has been an independent Director since December 2007. Mr. Li is the director
and deputy general manager of Guangzhou International Holding Group Co. Led. (& JH [ B #5 it 42
B A BR 2> 7] ) and managing director and legal person representative of Guangzhou Enterprises Mergers
and Acquisitions Services (JE M & HEZZ 5) i 42 B A B2 7] ). Mr. Li was head of the General Division
and the Policies, Laws and Regulations Division of the Guangzhou State-Owned Assets Administration
Bureau from December 1994 to June 1999. Mr. Li was recognised as a certified asset valuer by the
Finance Department in June 1995 and was also recognised as an accountant by Guangzhou Financial
Bureau in October 1992. Mr. Li graduated from Guangdong Amateur College of Finance and
Economics with a college diploma in finance in September 1989 and Macau University of Science and
Technology with a master’s degree in public administration in February 2004. Mr. Li graduated from
Macau University of Science and Technology with a doctoral degree in business administration in
September 2011.

Gao Fusheng (Hi#F42), is the chairman of the Supervisory Committee of the Company. She first joined
the Company in March 1998 and is currently the chief accountant of GAIG. Prior to this, she served
as head of the department of financial and auditing department of the Company and deputy general
manager and financial controller of Denway. Ms. Gao graduated from Murdoch University, Australia

with a master’s degree in Business Administration in March 2001, and is a Senior Accountant.

Huang Zhiyong (¥ @ % ), has been a Supervisor of the Company since June 2005. Currently, Mr.
Huang serves as the deputy general manager of Guangzhou Iron & Steel Enterprises Group (J& | 8 8
ZELE A B/ A]). Prior to this, he has been the chairman of Guangzhou JFE Steel Sheet Co., Ltd.
(M JFE A A BR/A ] ), served as an assistant to manager, deputy manager, head of the planning
department and assistant to the general manager of Guangzhou Iron & Steel Continuous Rolling Plant
(JEJH S B3 HLIR ). Mr. Huang graduated from Jiangxi Yejing University (VLPGIR&ZBE) with a
master’s in engineering in July 1991 and was recognised as a senior engineer by Guangzhou Personnel

Bureau (FE M 17 AZ/5) in November 1998.

He Yuan (f1{8), is a Supervisor of our Company. She is currently the deputy general manager of
finance department of Guangzhou Chime — Long Group Co., Ltd (FEIN R FESE B A PR/ 7). She has
also been the director of Urtrust Insurance since August 2011. Prior to this, she served as an assistant
engineer of Guangzhou Huanan Computer Company (% JH#E R 5HE /A ] ), deputy manager of the
computer department of Hotel Landmark Canton (J& #I#J8 K3f 5 ), manager of the IT department,
chief accountant and deputy financial controller of Ramada Pearl Hotel Guangzhou (J& M| SILJiEHE 3 7
KI5 ), deputy financial controller of Holiday Inn City Centre Guangzhou (& 3CAbAR H B G ) and
financial controller of Rosedale Hotel and Suites Guangzhou (B FAREIN)E ).

GAC Group Co., Ltd * Annual Report 2012



Chapter 9 Profiles of Directors, Supervisors, Senior Management and Employees

Ye Ruiqi (ZEFiHT), is a supervisor representing the staff and workers of the Company, first joined
the Company in November 1998. He is currently the deputy secretary to the disciplinary committee
of the Company, the head of the discipline supervision department of the Company, Chairman of
the Supervisory Committee of GAC Commercial and a Supervisor of GAC Changfeng and GAC
Mitsubishi. Prior to this, Mr. Ye served as the head of company secretariat of factory director office
of Guangzhou Heavy Machinery Planc (JEM AL, head of Guangzhou Municipal People’s
Government Auto Industry Office (JE /N i AN RBUNIRH T2 ), head of disciplinary inspection
department of the Company and head of the discipline inspection department, human resources
department and the party committee of GAIG. Mr. Ye graduated from Party School of the Central

Committee of C.P.C. with a postgraduate qualification in administration in July 2003.

He Jinpei (fT##3%), is a supervisor representing the staff and workers of the Company, first joined
the Company in 2007. He is currently the deputy chairman of labour union of the Company. Prior to
this, he served as head of working unit of Party Committee, chairman of labour union and secretary to
disciplinary committee of GAC Bus, and director of labour union office and head of human resources
department of GAIG. Mr. He graduated from Guangzhou Workers Vocational College (JE M T T
TR EL) with a college diploma in manufacturing of machinery in July 1990, and College of
Administration and Management of Correspondence Institute of the Party School of C.C. of C.P.C. in
December 2001.

Li Shao (ZE4), is a deputy general manager of our Company. Mr. Li joined the Company in 1997,
and currently is the chairman of GAC Component, Wuyang-Honda, Guangqi Honda, GAC Changfeng
and director of FEEHH as well as supervisor of GC Item. Prior to this, Mr. Li served as a technician,
workshop officer, sub-director in High Strength Screw Factory, Guangzhou CJEE N T e o M 4
J#) from July 1985 to April 1990; director of clerks, deputy commissioning researcher in Guangzhou
City Planning Commission (BN T5T#]ZE B &) from May 1990 to April 1996; deputy director and
director of Automotive Industry Planning Department of the Office of Guangzhou Municipal People’s
Government (M T A RBUM IS TEMW A E5HHE) from May 1996 to September 1999; head
of investment department and foreign economics of Guangzhou Automobile Group Ltd. (& 7ZHE
L EH A FR/AF) from March 1998 to February 1999; office director of Guangzhou Automobile Group
Led. (ERMIKHEMARAF) from March 1999 to December 2000; assistant of general manager
of Guangzhou Automobile Group Ltd. (FEMIKHE AR AF) from June 2000 to May 2004 and
deputy general manager of Guangzhou Automobile Group Ltd. (EMIXHAEE A RAF ) from June
2004 to June 2005; party secretary and director of GAC Bus from January 2003 to July 2003; assistant
of general manager of GAIG from July 2001 to May 2004 and deputy general manager of GAIG from
June 2004 to April 2007, director of GAC Toyota from September 2004 to December 2005, and
executive deputy general manager and director of GAC Hino from December 2007 and October 2010,
director of Shanghai Hino from April 2010 to November 2010; and deputy general manager of the
Company since March 2007 till now. Mr. Li graduated from South China University of Technology
and obtained a bachelor’s degree in metal material and heat treatment in July 1985 and he also obtained
a master’s degree of business administration from the Open University of Hong Kong in December
2002.
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Huang Xiangdong (¥ 3 ), is a deputy general manager of the Company. Mr. Huang joined GAIG
in 2004, and became the deputy general manager of the Company in June 2005. Currently, Mr. Huang
also serves as a director of GAC Toyota, GAMC and GAC Fiat, chairman of Guangzhou Automobile
Technology Centre (MR M H 0 ) and dean of GAEL Prior to this, Mr. Huang had taught at
Xi’an University of Technology from February 1982 to October 1985 and South China University of
Technology from June 1991 to September 2004. Mr. Huang obtained a bachelor’s degree from Wuhan
University in mechanical engineering in September 1982 and a doctoral degree from the University of

Torino, Italy in November 1989.

Wang Dan (EH}), is the chief financial officer of the Company. Ms. Wang joined the GAIG in March
1999, and has been the Company’s chief financial officer and financial controller since 2005. Currently,
Ms. Wang also serves as chairman of GAC — SOFINCO and chairman of the Supervisory Committee
of GAC Changfeng. Prior to this, Ms. Wang served in the financial audit department of Guangzhou
Junda Automobile Enterprise Group (M BRZEITHEAIELM) from July 1992 to April 1999 and
was the deputy head of the financial audit division of the Group from March 1999 to March 2000.
Ms. Wang graduated from the Sun Yat-Sen University with a bachelor’s degree in July 1992 and the
School of Management of Zhongshan University with a senior executive master’s degree in business
administration in December 2005. Ms. Wang is a non-practicing certified public accountant. She

obtained the qualification of senior accountant in December 2007.

Wu Song (51#2), is the deputy general manager of the Company. Mr. Wu first joined the GAIG
in October 2003 and has served as the deputy general manager of the Company since 2007. Mr.
Wu is now the director and general manager of GAMC and director of GAC Fiat. Prior to this, Mr.
Wu served as director and general manager of Daye Steel Group Corporation (IR B A RAR)
from December 1997 to October 2000, deputy managing director of Guangzhou Wuyang — Honda
Company Limited (FEM . — AR HARAT) from May 2003 to October 2003, director of GAC
Toyota from September 2004 to 2007 and director and deputy general manager of GAC Toyota Engine
from February 2004 to April 2007. Mr. Wu graduated from Huazhong University of Science and
Technology (#E 1 RHL KEE) (formerly known as Huazhong Science and Technology College (¥ H1 L
£L0E)) with a bachelor’s degree in mechanical manufacturing in July 1984 and he also did a graduate

course in management engineering at Xi’an Jiaotong University from September 1987 to January 1989.

Jiang Ping (#5F), is a deputy general manager of the Company. Mr. Jiang has served as the deputy
general manager of the Company since April 2007. Mr. Jiang is now a director and deputy executive
general manager of GAC Commercial and GAC Fiat. Prior to this, Mr. Jiang served as general manager
of Guangzhou Peugeot Automobile Sales Company (EM B EAT) from February 1998 to
August 2000, vice chairman and general manager of GAC Component from August 2000 to April
2001 and deputy general manager of Guangqi Honda from April 2001 to April 2007, the chairman of
Guangzhou Denway Bus Co., Led. (M BB & HA LA ) from January 2008 to July 2008 and the
chairman of GAC Bus from July 2008 to December 2010. Mr. Jiang graduated from Hunan University
with a bachelor’s degree in engineering in July 1982 and a master’s degree in engineering in December

1985.
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Yao Yiming (¥6—W5), is a deputy general manager of the Company. Mr. Yao joined the Company in
1996, and became the deputy general manager of the Company in July 2008. Mr. Yao is also a director
of Denway, a director and executive deputy general manager of Guangqi Honda and a director of China
Lounge and Guangzhou Auto. Prior to this, Mr. Yao has served as a director and managing director of
GAC Commercial from February 2002 to July 2008. Mr. Yao graduated from Xinghai Conservatory
of Music in management in July 1988 and Wuhan University with a master’s degree in information

technology in December 1997.

Feng Xingya (#1511 ), is a deputy general manager of the Company. Mr. Feng joined the Company
in 2004, and became the deputy general manager of the Company in July 2008. Mr. Feng is also a
director and executive deputy general manager of GAC Toyota. Prior to this, Mr. Feng served as a
deputy managing director in Zhengzhou Nissan Automobile Company Limited (H84 H & <834 R
3 H]) from June 1998 to December 2004. Mr. Feng graduated from Xi’an Jiaotong University with a
bachelor’s degree in engincering in July 1988 and a master’s degree in business administration in April
2001.

Liu Wei (2If#), is a deputy general manager of the Company. Mr. Liu joined the Company in June
2005, became the deputy general manager of the Company in August 2008, and is currently the
chairman of GAC Bus and also a director of GAC Gonow. Prior to this, Mr. Liu was an associate
professor at Northeast Forestry University from September 1995 to January 2001 and deputy general
manager of Beijing Automotive Industry Holding Corporation (A6 5 IS H L FE A A ) from January
2001 to March 2004. Mr. Liu graduated from Northeast Forestry University School of Mechanical
Engineering with a bachelor’s degree in engineering in July 1982, a master degree in engineering in July

1985 and a machinery design and theory doctoral degree in June 2000.

Ou Yongjian (7KER), is the deputy general manager of the company. Mr. Ou has been a deputy
general manager of the company since October 2010. Currently, Mr. Ou is a director and the executive
deputy general manager of GAC Hino, a director of Shanghai Hino and GAC Hino (Shenyang). Prior
to this, Mr. Ou has been the director of GAC Component from April 2001 to September 2002 and
from September 2005 to February 2009, the vice chairman of GAC Component from April 2001
to September 2005, a general manager and party member of GAC Component from April 2001 to
September 2008 and a director of GAMC from August 2008 to January 2009. Mr. Ou graduated from
Guangzhou Jiaotong Transportation Workers University with a professional diploma in transportation
in 1981. He graduated from Sun Yat-sen University with a master’s degree in executive master of

business administration in 2011.

Chen Maoshan (BE%%), is a deputy general manager of the Company. Currently, he is also the
managing director and deputy general manager of Wuyang — Honda; Mr. Chen held the positions as
the minister of general affairs department of Guangqi Honda from July 1998 to August 2003; deputy
general manager of Honda (China) from September 2003 to January 2008; deputy general manager
of Guangzhou Motorcycle Group Company (JEJMEFELEM /A ) and managing director and
deputy general manager of Wuyang — Honda from July 2008 to January 2011. Mr. Chen graduated
from Dalian University of Technology in the profession of machinery manufacturing of mechanical

engineering in July 1986.
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II. TERMS OF OFFICE OF INCUMBENT AND RESIGNED DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT DURING THE REPORTING

PERIOD

(I) Term of office of Directors in shareholders’ unit

Position held in

Name of Staff Name of shareholders unit shareholders’ unit Starting date of term Expiry date of term

Zhang Fangyou GAIG chairman May 2007

Zhang Fangyou GAIG general manager August 2008

Zhang Fangyou GAC (HK) chairman June 2000

Zeng Qinghong GAIG deputy chairman May 2007

Zeng Qinghong GAC(HK) deputy chairman July 2008

Yuan Zhongrong GAIG director May 2007

Fu Shoujie GAIG director May 2007

Liu Huilian GAIG director May 2007

Wei Xiaogin GAIG deputy party secretary October 2008

Wang Songlin China National Machinery Industry deputy president June 2004 November 2011
Corporation Limited

Ding Hongyiang China National Machinery Industry deputy president January 2012
Corporation Limited

Ding Hongxiang AR ERRERAR chairman August 2011

Li Pingyi Wanxiang Electronic Automobiles Co., Ltd ~ director and executive director March 2010
(B EHEARAR)

Li Pingyi Zhejiang Power Battery Co., Lid. director and chairman March 2011
(HIERANENERAA)

Li Pingyi Jiangsu Senwei Precision Forging Co., Led ~ director and chairman April 2006
(TEARERERAA)

Li Pingyi Jilin New Rucker Parts Co., Ltd director and executive director December 2008
(R AR A

Gao Fusheng GAIG chief accountant May 2007

Gao Fusheng GAC (HK) director, general manager May 2012

Huang Zhiyong Guangzhou Iron & Steel Enterprises Group ~ deputy general manager April 2007
(ENBEL EERERAR)

He Yuan Chime-Long Group Co., Ltd deputy general manager October 2010
(RMRREERARAR) of finance department
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(I) Term of office of Directors in other unit

Position held in

Name of Staff Name of shareholders unit shareholders unit Starting date of term Expiry date of term

Zhang Fangyou Guangzhou Department Store independent director April 2007
Enterprises Group Co., Lid.
(BN A EDERRARA)

Zeng Qinghong Automobile Industry Association chairman December 2010
of Guangdong Province
(RRETELEREER)

Ding Hongxiang China Automobile Dealers Association vice president December 2005
(PEFEREE)

Ding Hongxiang Chinese Youth Association member of standing committee August 2010

Wu Gaogui CIPE Braking System (Guangzhou) Co., Ltd.  independent director December 2007

Ma Guohua Wuxi Double Elephant Micro Fibre independent director December 2010
Material Lid.
(ESHEERBHHRBARLR)

Ma Guohua Shandong Sanwei Shihua Engineering independent director December 2010
Company Limited
AL TRRARAR)

Ma Guohua Hengtong Logistics Co., Ltd independent director March 2012
(EERRAHRA)

Ma Guohua Hasen Commerce And Trade (China) Co., Lid ~ independent director November 2011

Xiang Bing Yunnan Baiyao Group Co., Lid. independent director August 2009
(ERAEEARHERAA)

Xiang Bing Shanxi Qinchuan Machinery independent director April 2011
Development Co., Lid
(BT A ER R ARAR)

Xiang Bing EHouse (China) Holdings Limited independent director August 2007
(I8 () BRI

Xiang Bing Enerchina Holdings Limited independent director December 2008
(BERERARAR)

Xiang Bing China Dongxiang (Group) Co., Lid. independent diector May 2007
R () ARA)

Xiang Bing HC International, Inc. independent director March 2002
(RBBHRAR)

Xiang Bing Longfor Properties Co. Lid. independent director November 2009
(RMMERRAA)

Xiang Bing Peak Sport Products Co., Limited independent director September 2009
(ERRERRARA)

Xiang Bing Dan Form Holdings Co., Ltd. independent director May 1995
(FHREE A RAT)

Xiang Bing Perfect World Co., Ltd. independent director August 2007
(EERERRAR)
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Position held in
Name of Staff Name of shareholders unit shareholders unit Starting date of term Expiry date of term
Xiang Bing Sinolink Worldwide Holdings Limited independent director December 2008
independent director
(AtEERARAR)
Law Albert Yu Kwan South China (China) Limited chief financial officer, company January 2011
secretary and executive
director
Law Albert Yu Kwan South China Group chief financial officer January 2012
Law Albert Yu Kwan South China Land Co., Ltd executive director March 2013
Li Zhengxi Guangzhou International Holding director and deputy general September 2007
Group Co. Ld. manager
(RMER R EATRA)
Li Zhengxi Guangzhou Encerprises Mergers managing director and legal June 1999
and Acquisitions Services representative
(RMEREL A7)
Li Zhengxi Guangzhou Exchange Group Co., Lid chairman and legal October 2010

representative

IIIl. REMUNERATION FOR DIRECTORS, SUPERVISORS AND SENIOR

MANAGEMENT

Decision-making procedure
for the remuneration of the
directors, supervisors and senior

management

Basis for determination on the
remuneration of the directors,
supervisors and senior

management

Directors, Supervisors and Senior

Management

Aggregate remuneration payable
to directors, supervisors and
senior management as at the

end of the reporting period
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The Remuneration and Evaluation Committee of the Board conducted

the evaluation of the remuneration of the Senior management of
the Company and formulated the incentive program; which shall
be implemented after the approval of the Board. The allowance for
independent directors is implemented after the approval of the Board
and the general meeting. The remuneration of other directors and
supervisors is determined in accordance with the related pay system of

the Company.

The remuneration of independent directors is issued in accordance with

the approved plan in the general meeting; the remuneration of other
directors and supervisors are determined by both the formulated
pay system of the Company and the yearly assessment results. The
remuneration of senior management is determined in accordance
with the assessment program, combined with the annual results of the

Company and their individual performance.

Please refer to the above list of Changes in the shareholding and

remuneration of Directors, Supervisors and Senior Management.

At the end of the reporting period, the aggregate remuneration payable to

Directors, Supervisors and senior management of the Company were

RMB15.6358 million.
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MOVEMENT OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
OF THE COMPANY

Name Position Way of Change Reason for change
Wang Songlin Director resigned retirement
Ding Hongxiang Director appointed election of new session

The resolutions of the election of new session of the Board and new session of the Supervisory Committee were
considered and approved at the 2011 annual general meeting of the Company held on 21 June 2012, at which the
3rd session of Board and the 3rd session of Supervisory Committee were elected. The chairman, deputy chairman
and senior management of the Board and chairman of Supervisory Committee were elected at the board meeting
and meeting of supervisory committee respectively held on the same date. Save as the movement of the directors
listed above, there was no other change in movement of directors, supervisors and senior management of the

Company during the reporting period.

THE CORE TECHNICAL TEAM OR KEY TECHNICAL PERSONNEL OF THE
COMPANY

During the reporting period, there was no change in the core technical team or key technical personnel of the

Company.

EMPLOYEE INFORMATION OF THE PARENT COMPANY AND MAJOR
SUBSIDIARIES

(1) Employees

Number of existing employees of the parent company 141
Number of existing employees of major subsidiaries 34,585
Total number of existing employees 34,726
Number of employees resigned or retired the pension of which the parent company 1,033

and major subsidiaries had to be responsible for

Specialty composition

Categories of profession Composition
Production 19,703
Sales 2,004
Technical 5,709
Finance 581
Administration 6,729
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2)

3)

Education Level

Category Composition (persons)
Master or above 1,181
Undergraduate (including double major) 8,613
College graduate 6,337
Secondary or below 18,595
Total 34,729

Note: including the employees of jointly-controlled companies of the Group
Remuneration Policy

The Group emphasizes on maintaining market competitiveness in staff remuneration levels, and formulates
incentive and restrictive remuneration policies through research and analysis of market remuneration
information. The Group is committed to and has established an employee benefits system, under which timely
and full contributions to pension insurance, medical insurance, injury insurance, unemployment insurance,
maternity insurance, housing fund and other statutory benefits schemes are made, and regulations on working
hours, rest and vacation are complied with, and certain qualified enterprises have even established and
improved their benefit systems, including supplementary medical insurance, supplementary pension insurance

(or enterprise annuity systems).
Training Program

The Group attaches importance to the corporate culture and employees training, with great emphasis on
the enhancement of operation management skills of middle and senior management as well as the integrated
managing trainings for generic employees; continuously improves the system of employees’ education
training, deeply develops the joint training with colleges or institutions, fully utilities internal resources,
actively promotes the communication and learning among various enterprises of the Group; and continuously

enhances the quality and capability of employees.

During the reporting period, the Group, including the major enterprises, organized training sessions for
324,000 employees, reaching 2,840,000 hours of training, which further enhances the sense of gathering of
the Group.
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CORPORATE GOVERNANCE AND INSIDER MANAGEMENT SYSTEM

(1)

Corporate Governance

The Company continues to improve the corporate governance structure, strengthen information disclosure
and regulate the Company operation in strict compliance with the Company Law, the Securities Law, the
relevant laws and regulations of China Securities Regulatory Commission and requirements of the Listing

Rules of Shanghai Stock Exchange and Hong Kong Stock Exchange.

The Board is responsible for formulating and reviewing the Company’s policies and practices on corporate
governance, monitoring the compliance with laws and regulations, reviewing and monitoring the training and
continuous professional development of Directors and senior management and reviewing to ensure that the

corporate governance is in compliance with the Code and annual report disclosure.

As at the end of the reporting period, the corporate governance system of the Company is in compliance with
the requirements of operations requirements of listed companies. There is no significant difference between

the Company Law and the requirements in relevant documents detailed by the CSRC.

The Hong Kong Stock Exchange has revised the Code on Corporate Governance Practices (the “Former CG
Code”) contained in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited and renamed it the Corporate Governance Code (the “New CG Code”) with effect
from 1 April 2012. The Company has adopted and complied with the provisions of the former CG Code for
the period from 1 January 2012 to 31 March 2012; and the Company has adopted and complied with the
provisions of New CG code for the period from 1 April 2012 to 31 December 2012, save as the deviations

disclosed in this report.
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(2) Structure of Corporate Governance

The Company’s structure of corporate governance comprises the General Meeting, the Board and special
committees, the Supervisory Committee, the management and the employees, each of which plays an
important role in the corporate governance of the Company. The structure of governance of the Company is

as follows:

General Meeting

Supervisory Committee

Board

Strategy Committee

Audit Committee

Remuneration and
Evaluation Committee

Nomination Committee

Management
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Shareholders and the general meeting

The general meeting is the authority of the Company and has legal power to decide on material matters of the
Company. The Company carries out policies of open and honest communication and fair disclosures. The

general meeting is an important channel for direct communication between the Board and the Shareholders.

During the year, the Company convened four general meetings. All Shareholders are encouraged to attend the
general meeting, all Directors, Supervisors and members of management of the Company are also requested
to try their best to attend the general meeting in strict compliance with the Company Law, the articles of
association of the Company, rules of procedures of the general meeting, the Listing Rules and other relevant
laws and regulations. Notice of the general meeting will be issued 45 days prior to the date of the general
meeting. The notice of the general meeting containing an agenda, resolutions proposed and a voting form are
announced in a timely manner and sent to all H Shares registered Shareholders whose Shares are registered in
the register of members by post in accordance with the requirements. All registered Shareholders are entitled
to attend the general meeting. H Shares Shareholders who are unable to attend the general meeting can
appoint their proxies or the chairman of the general meeting as their proxies to attend the general meeting
on behalf of those Shareholders. (The proxy form shall be completed and returned to the Company or the
Company’s share registrar.) The poll results of the general meeting in such manner as required by the Listing

Rules shall be timely announced.

The controlling shareholders and ultimate controller of the Company conscientiously fulfill their obligation
in good faith. Neither the act of interfering with the decisions and operations of the Company directly
or indirectly bypassing the general meeting, nor the damage of the interest of the Company and other
shareholders were found. The Company and the controlling shareholders maintain independence in respect
of personnel, assets, finance, organization and business. The Company has an independent and complete

business and ability to operate independently.

Pursuant to Article 67 of the articles of association of the Company, if Shareholders individually and jointly
holding not less than 10% of the Company’s issued shares with voting rights request in writing to hold an
extraordinary general meeting, the Board shall hold an extraordinary general meeting within the receipt
of the written request. Pursuant to Article 69 of the articles of association of the Company, Sharcholders
individually and jointly holding over 3% of the shares of the Company are entitled to propose extraordinary
motions to the Company and submit them in writing to the convener ten days before the convening of the
general meeting. The convener of the general meeting shall issue supplementary notice of the general meeting

to announce the content of the extraordinary motions within two days after receiving the proposed motions.
Shareholders may raise enquiries and express their view to the Board in writting. (Contact address: The office

of the Board of GAC Group at 16/F, Chengyue Building, No. 448 Dong Feng Zhong Road, Guangzhou
(Postal code: 510030), Telephone: 020-83151683, Fax: 020-83151081, ir@gagc.com.cn.)
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(4)

Directors and Board of Directors

Directors and composition of the Board

Directors are elected or replaced at the general meeting. During the reporting period, the term of office
of the 2" session of the Board is expired. The resolution of the election of the 3 session of Board was
considered and approved for a term of three years in the 2011 annual general meeting held on 21 June
2012.

The Board of the Company consists of 15 Directors, including 4 executive Directors, the chairman,
Zhang Fangyou, deputy chairman, Zeng Qinghong, Yuan Zhongrong and Lu Sa; 6 non-executive
Directors, Fu Shoujie, Liu Huilian, Wei Xiaoqin, Li Tun, Li Pingyi and Ding Hongxiang; and 5
independent non-executive Directors, Wu Gaogui, Ma Guohua, Xiang Bing, Law Albert Yu Kwan
and Li Zhengxi. The members of the Board have different professional background and have extensive
expertise and experience in aspects including the automotive industry, management, financial
accounting and legal. The composition of the Board complies with the requirements of laws and
regulations and the Articles of Association of the Company. The composition of the Board is in
compliance with the relevant laws and regulations and the requirements of the Articles of association of

the Company.

Powers of the Board

The Board is accountable to the general meeting and exercises the following powers:

(1)  To convene general meetings and report its work to the general meeting;

(2) To implement the resolutions of the general meetings;

(3)  To decide on the business plans and investment plans of the Company;

(4) To formulate the mid-term and long-term development plans of the Company;

(5) To formulate the plans on annual financial budgets and final accounts of the Company;
(6) To formulate the profit distribution plans and plans on making up losses of the Company;

(7) To formulate proposals for increase or reduction of the registered capital of the Company and

issue and listing of bonds or other securities of the Company;

(8) To formulate plans for major acquisitions, purchase of shares of the Company or plans for

merger, division, dissolution or alternation of corporate form of the Company;

GAC Group Co., Ltd * Annual Report 2012



©)

(1)

(12)

(13)

(15)

(16)

(17)

(18)

Chapter 10 Corporate Governance

To determine external investments, purchases and sales of assets, pledge of assets, external
guarantees, loans, entrusted asset management, disposal of assets and connected transactions of
the Company, save the matters that are required to be resolved by the general meeting pursuant to

the law, regulations, the articles of association of the Company and other regulatory documents;

To determine the establishment of the Company’s internal management structure and manpower

deployment;

To appoint or remove the general manager and the secretary to the Board based on the
nomination by the Chairman of the Board; to appoint or remove the deputy general manager,
chief financial officer and other senior management of the Company based on the nomination by
the general manager and to determine their remunerations and rewards and penalies;

To formulate the basic management system of the Company;

To formulate proposals for amendment to the Articles of Association;

To formulate the information disclosure system of the Company and to manage information

disclosure of the Company;

To propose the appointment or removal of the Company’s auditors to the general meeting;

To receive the work report and inspect the work of the general manager of the Company;

To formulate share incentive schemes;

To review and resolve other matters required to be decided by the Board pursuant to the laws,

administrative regulations, departmental rules, the provisions of the place where the Company

shares listed and the Articles of Association.

The abovementioned exercise of power by the Board or any transactions or arrangements of the

Company shall be proposed for consideration and approval in the general meeting should the listing

rules of the place where the shares of the Company are listed so require.
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Responsibilities of directors

The Directors acknowledge their responsibility for the preparation of annual financial statements and
true and fair presentation of the Company’s business results and financial conditions. The Directors
are of the view that the Company has sufficient resources to continue its business in the foreseeable
future; and are not aware of material uncertainties which may materially affect the Company’s ability
to continue as a going concern. Please refer to page 64 of the annual report for details of auditors’

remuneration.
Professional Training

During the reporting period, the Directors of the Company actively participated in the relevant
trainings of corporate governance, directors’ responsibilities and operations management. The secretary
to the Board of the Company and Company Secretaries, Lu Sa and Leung Chong Shun, have complied
with the relevant professional training requirement of Rule 3.29 of Hong Kong Listing Rules. All

Directors have also provided their relevant training records during the reporting period with details as

follows:

Name of Directors Training participated
Zhang Fangyou BC
Zeng Qinghong ABC
Yuan Zhongrong ABC
Fu Shoujie BC
Liu Huilian ABC
Lu Sa ABC
Wei Xiaoqin ABC
Li Tun BC
Li Pingyi BC
Ding Hongxiang BC
Wu Gaogui ABC
Ma Guohua BC
Xiang Bing BC
Law Albert Yu Kwan ABC
Li Zhengxi BC
Notes:

A: Trainings on corporate governance of listed companies, directors’ duties and the relevant trainings organized

by stock exchange or securities regulatory authorities;

B: Special training, seminars and conferences on aspects of economics, finance and corporate management;

C: Reading materials related to corporate governance, directors’ duties and regulations of internal risk

management; and attending seminars, forums and conferences, etc.
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All directors of the Company may timely access the relevant laws, regulations and other information
relating to their continuing obligations through the Secretary and the Office of the Board. The
Company ensures that all directors keep abreast of business development of the Company, the
competitive and regulatory environment, as well as the development of the industry environment
through provision of materials, work reports and conferences, which help Directors understand their
responsibilities and make right decision and conduct effective supervision. The Company has adopted

the Model Code as the Code of Conduct for Securities Transactions by Directors.

After the Company’s making specific enquiries with all Directors, all Directors have confirmed that they
have fully complied with the rules as required by the Model Code throughout the year of 2012.

During the reporting period, the Company convened 20 Board meetings. The convening, holding and
resolution procedures of the Board meetings have complied with the Company Law, the Articles of

Associations of the Company, Rules of Procedures of the Board and the New CG Code.

Individual profiles of directors are set out in the Section of Directors, Supervisors, Senior Management
and Employees of this annual report. There is no financial, business, family or any other material or

related relationship among the Directors.
Independence of Directors

The independent non-executive Directors are Wu Gaogui, Ma Guohua, Xiang Bing, Law Albert Yu
Kwan and Li Zhengxi, representing one-third of the total number of members of the Board. The
Company’s independent non-executive directors have knowledge of the rights and obligations of the

directors and independent directors of the listed companies.

In accordance with Rule 3.13 of the Listing Rules, the Company has received the annual confirmation
of independence from each of the independent non-executive Directors. The Company considers that

they remain independent.

During the reporting period, the independent non-executive Directors have discharged their duties
with good faith, integrity and diligence according to the requirements of relevant laws and regulations.
The independent non-executive Directors participated in the discussion and decision on the material
issues of the Board and Board committees and gave their views on the compliance and operation of the
Company based on their industry expertise and experience. They have duly reviewed and expressed their
independent views on the equality and fairness of connected transactions. They have performed their
duties independently and are independent of the controlling Shareholders or other units and individuals

who have interests in the Company.
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The Company has reported to the independent non-executive directors the production and operation

situation of the Company and the progress of significant events, submitted the annual reports and audit

work schedule in compliance with the relevant provisions of China Securities Regulatory Commission

and the Shanghai Stock Exchange concerning annual reports. Independent non-executive Directors have

communicated with the Company’s auditors in respect of the related issues of the audit process.

During the reporting period, the independent non-executive Directors did not hold dissenting views

regarding resolutions of the Board and other resolutions not considered by the Board.

6.  Special Committees of the Board

The Board set up Strategy Committee, Audit Committee, Remuneration and Evaluation Committee

and Nomination Committee. Among them,

(1)

)

(4)

Strategy Committee comprises six Directors (Zhang Fangyou, Zeng Qinghong, Yuan Zhongrong,
Fu Shoujie, Wu Gaogui and Xiang Bing) of which, Wu Gaogui and Xiang Bing are independent
non-executive Directors and Zhang Fangyou is Officer Member. The Committee is mainly
responsible for conducting research and making recommendations on the long term development
strategy and major investment decision of the Company. Two meetings of Strategy Committee

were held during the year and all members attended the meetings.

Audit Committee consists of 3 independent non-executive Directors, namely, Law Albert Yu
Kwan, Ma Guohua and Xiang Bing, of which, Law Albert Yu Kwan is Officer Member. Their
primary duties are to supervise and review the annual audit work and internal audit system of
the Company, the financial information and disclosure of the Company. During the year, eight
meetings of the Audit Committee were held and all members attended the meetings. During the
reporting period, the Audit Committee mainly reviewed quarterly, interim and annual results and

internal control system.

Remuneration and Evaluation Committee consists of 3 non-executive Directors, namely Li
Zhengxi, Ma Guohua and Li Pingyi, two of whom, Li Zhengxi and Ma Guohua are independent
non-executive Directors and Li Zhengxi is Officer Member. Their primary duties are to formulate
and review the remuneration policies and packages of Directors and senior management of the
Company. During the year, two meetings of the Remuneration and Evaluation Committee were
held in total and all members attended the meetings. During the reporting period, the Committee
has carried out the assessment of the senior management, and made recommendations to the

Board in respect of the remuneration of the directors and senior management for approval.

Nomination Committee consists of 3 non-executive Directors, namely Wu Gaogui, Li
Zhengxi and Ding Hongxiang, and two of them, Wu Gaogui and Li Zhengxi are independent
non-executive Directors and Wu Gaogui ia Officer Member. Their duties are to make
recommendations regarding the candidates, the selection standards and procedures of Directors
and senior management. During the year, one meeting of the Nomination Committee was held
and all members attended the meeting. During the reporting period, the Nomination Committee
has resolved various matters including the nomination of directors, nomination procedures of

directors and directors selection and recommendation for consideration.
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Chapter 10 Corporate Governance

Supervisors and Supervisory Committee

During the reporting period, term of office of the 2nd session of Supervisory Committee of the Company
expired, and the 3rd session of the Supervisory Committee of the Company was elected at the 2011 annual
general meeting held on 21 June 2012 for a term of three years. At present, there are 5 Supervisors of the
Company, namely Gao Fusheng, Huang Zhiyong, He Yuan, Ye Ruiqi and He Jinpei, among which Gao
Fusheng is the chairperson of the Supervisory Committee, Ye Ruiqi and He Jinpei are supervisors representing
staff and workers. Constitution of such committee was in compliance with requirements of laws and

regulations and the articles of association.

The committee strictly performed its supervisory function under requirements of relevant laws and regulations
and the articles of association. It supervised the Company’s finance, connected transactions and the legitimacy
and compliance of performance of duties by the directors and senior management of the Company and

attended or sat in on all board meetings and general meetings in the year.

During the reporting period, the committee convened 9 meetings, the convening, holding and procedures
of which are in line with relevant requirements under the articles of association and the procedures of
supervisory committee. All Supervisors attended the meetings in person or by proxy and performed their

duties conscientiously.

The Management

The Company has clearly defined the roles and division of work between the Board and the management as
well as the respective responsibilities of the chairman of the Board and the general manager in its Articles
of Association, ensuring the independence of the Board in decision-making and the independence of the

management in managing the daily operations.
The management of the Company exercises the following powers under authorization of the Board:

1. to be responsible for the Company’s production, operation and management, to organize resources to

carry out the Board’s resolutions, and to report to the Board;

2. to organize the implementation of the Company’s annual business plan and investment plan;

3. to draft plans for the establishment of the Company’s internal management structure;

4. to formulate the Company’s basic management system;

5.  to formulate the specific rules and regulations of the Company;

6.  to propose the appointment or dismissal of the Company’s deputy general manager(s) and chief

financial officer;

7.  to decide on the appointment or dismissal of management personnel and staff other than those required

to be appointed or dismissed by the Board;
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(7)

(8)

8.

9.

to propose the convening of extraordinary Board meeting; and

to exercise other powers conferred by the Articles of Association and the Board.

Commencement of corporate governance activities and establishment of governance system

of the Company

During the reporting period, in accordance with amendments made by the Stock Exchange to the
Code on Corporate Governance and related requirements of the Listing Rules, the Company amended
related provisions of the Detailed Implementation Rules for the Strategic Committee under the
Board, the Detailed Implementation Rules for the Audit Committee under the Board, the Detailed
Implementation Rules for the Remuneration and Evaluation Committee under the Board and the
Detailed Implementation Rules for the Nomination Committee under the Board. The aforesaid systems

were considered and approved at the board meeting of the Company held on 30 March 2012.

Pursuant to the “Notice on Commencing Special Inspection of the Implementation of Working System
for The Secretary to The Board of Listed Companies” (Guangdong Zheng Jian [2012] No. 80) issued
by Guangdong Bureau of the China Securities Regulatory Commission (the “GDSRC”), amendments
were made to relevant clauses of the Working Rules for The Secretary to The Board of Guangzhou
Automobile Group Co., Ltd.. The aforesaid rules were considered and approved at the Board meeting of
the Company held on 21 June 2012.

To optimize and improve the scientific, continuous and stable bonus mechanism and monitoring
mechanism of the Company and to further enhance the transparency of the profit distribution policy
and effectively protect the legal rights and interests of all sharcholders, amendments to Articles of
Association were made and the Dividend Distribution Plan for Shareholders of the Company for
2012 to 2014 was formulated in accordance with the related requirements of “Notice of Further
Implementation of Relevant Matters on Cash Dividends by Listed Companies” issued by the CSRC and
“Notice of Further Implementation of Relevant Provisions on Dividends by Listed Companies” issued
by GDSRC (Guangdong Zhengjian [2012] No. 91). The amendments to the Articles of Association
and the plan were considered and approved at the 3rd extraordinary general meeting of the Company
held on 15 November 2012. For details of the amendments, please refer to the circular of the Company
dated 4 September 2012.

Information Disclosure and registration and management of insiders

The Company recognizes the importance of performing its statutory obligation of disclosing information and

complying with the information disclosure regulations of the Listing Rules. It has formulated management

systems of information disclosure and of insider information management measures, and has designated

Shanghai Securities News, Securities Times, China Securities News, Securities Daily as newspapers to

disclose A share information of the Company and made disclosure on the websites as designated by Shanghai

Stock Exchange and the Stock Exchange and its own website. Information disclosure of the Company was

performed in strict compliance with related laws and regulations and related requirements in relation to

information disclosure and insider information management. The Company truthfully, accurately, completely

and promptly disclosed its information, ensuring all shareholders have equal and fair access to all of such

information.
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(9) Investor Relations

The Company attaches importance to effective communication with Shareholders and investors. It actively

promoted investor relations and communication through conferences, press conferences, briefings and

inspection of the Company.

(10) Amendments to the articles of association

Amendments of the articles of association were proposed and approved at the 3rd extraordinary general

meeting of the Company in 2012 held on 15 November 2012. (For details, please refer to the circular of the

Company convening such meeting.)

GENERAL MEETINGS

Session of

the meeting Convening date ~ Venue

The Ist extraordinary 29 February 2012 Company conference
general meeting in 2012 room No. 1,
231F, Chengyue
Building, No. 448-
No. 458, Dong Feng
Zhong Road, Yuexiu

District, Guangzhou

The 2nd extraordinary 20 April 2012 Company conference
general meeting in 2012 room No. 1,
23/F, Chengyue
Building, No. 448-
No. 458, Dong Feng
Zhong Road, Yuexiu

District, Guangzhou

Title(s) of the proposal(s) Status of
of the meeting resolution
Proposal of Grant of H share Passed
appreciation rights

Proposal of change of domestic Passed

auditors in year 2011

Enquiry index of

the designated website ~ Date of

for the disclosure of
publication of the ~ the publication
proposals of the proposals

Website of Hong 29 February
Kong Stock Exchange 2012

China Securities 21 April 2012
Journal, Shanghai

Securities News,

Securities Times,

Securities Daily,

website of Hong

Kong Stock Exchange

and Shanghai Stock

Exchange
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Session of

the meeting Convening date ~ Venue

Annual general meeting 21 June 2012 Chrysanthemum

in 2011 Room, 3/F, The
Garden Hotel, 368
Huanshi Dong Lu,

Guangzhou, PRC

GAC Group Co., Ltd * Annual Report 2012

Title(s) of the proposal(s)

of the meeting

(1) Ordinary resolutions

1

Resolution in relation to the report of the
board of directors (‘the Board”) of the
Company for the year 2011

Resolution in relation to the report of the
supervisory committee (“the Supervisory
Committee”) of the Company for the year
2011

Resolution in relation to the financial report
of the Company for the year 2011

Resolution in relation to the profit
distribution proposal of the Company for the
year 2011

Resolutions in relation to the appointment of
the auditors of the Company for year 2012
Resolution in relation to the lection of the
second session of the Board

Resolution in relation to the election of the

second session of the Supervisory Committee

(2)  Special Resolutions

L.

Resolution in relation to the general mandate
authorizing the Board to issue additional

H Shares

Status of

resolution

All passed

Enquiry index of

the designated website ~ Date of

for the
publication of the

proposals

disclosure of
the publication
of the proposals

22 June 2012



Session of

the meeting Convening date

The 3rd extraordinary 15 November

general meeting in 2012 2012

Chapter 10 Corporate Governance

Venue

Company conference
room 23/F, Chengyue
Building, No. 448-

No. 458, Dong Feng
Zhong Road, Yuexiu

District, Guangzhou

Title(s) of the proposal(s)

of the meeting

(1) Special Resolutions

1

Resolution in relation to the amendments to
the Articles of Association

Resolution in relation to the absorption

and merger of wholly-owned subsidiary,
Guangzhou Auto Group Corporation
Resolution in relation to the public issuance
of the Domestic Corporate Bonds in the
aggregate principal amount of not exceeding
RMBG billion by the Company

(2)  Ordinary Resolutions

L

Resolution in relation to the provision

of guarantee by Guangzhou Automobile
Industry Group Co., Ltd. for the issuance
of the Domestic Corporate Bonds in the
aggregate principal amount of not exceeding
RMB6 billion

Resolution in relation to the Dividend
Distribution Plan for Shareholders for 2012
102014

Status of

resolution

All passed

Enquiry index of

the designated website ~ Date of

for the
publication of the

proposals

disclosure of
the publication
of the proposals

16 November
2012
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III. DIRECTORS’ PERFORMANCE OF THEIR DUTIES

(1) Directors’ attendance in Board meetings and General meetings

Attendance

in general

Attendence in Board meeting(s) meeting(s)

Mandatory
attendance Absent
Independent in Board Attendance in person

non-executive meetings by for two Attendance
directoror  during the Attendancein  telecommu-  Attendance consecutive in general
Name of directors not year person nication by proxy Absence  times or not meetings
Zhang Fangyou No 20 20 12 0 0 No 4
Zeng Qinghong No 20 20 12 0 0 No 4
Yuan Zhongrong No 20 20 12 0 0 No 3
Fu Shoujie No 20 20 12 0 0 No 3
Liu Huilian No 20 19 12 1 0 No 4
LuSa No 20 19 12 1 0 No 4
Wei Xiaogin No 20 19 12 1 0 No 3
Li Tun No 20 19 12 1 0 No 1
Li Pingyi No 20 19 13 1 0 No 4
Ding Hongxiang No 20 19 13 1 0 No 1
Wu Gaogui Yes 20 20 12 0 0 No 4
Ma Guohua Yes 20 20 13 0 0 No 2
Xiang Bing Yes 20 17 13 3 0 No 0
Law Albert Yu Kwan Yes 20 19 13 1 0 No 1
Li Zhengxi Yes 20 16 13 4 0 No 2
Number of Board meetings held during the year 20
Number of general meetings held during the year 4
Of which: Number of physical meetings 7
Number of meetings held via communication 12
Number of meetings held by way of combination of both 1

(2) Independent Directors’ objections to relevant matters of the Company

During the reporting period, independent Directors of the Company had no objections to proposals of the

Board and other proposals.
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Chapter 10 Corporate Governance

VI. EXPLANATION ON RISKS OF THE COMPANY DETECTED BY THE
SUPERVISORY COMMITTEE

The Supervisory Committee of the Company had no objections to the supervisory items during the reporting

period.

V. APPRAISAL MECHANISM FOR SENIOR MANAGEMENT AND OF THE
ESTABLISHMENT AND IMPLEMENTATION OF INCENTIVE MECHANISM
DURING THE REPORTING PERIOD

During the reporting period, the Board of the Company and the Senior management have entered into the
performance contract for 2012. Remuneration and Evaluation Committee of the Board will conduct the annual

performance appraisal of senior management in accordance with the completion of the performance contract.

During the reporting period, in order to establish the long-term incentive mechanism linked to the Company’s
results and long-term strategies, the Company officially implemented the initial grant of the H share appreciation
rights upon the approval of the general meeting. For details of its implementation, please refer to Chapter 5 —

IMPLEMENTATION OF THE SHARE OPTION INCENTIVE SCHEME AND ITS EFFECTS.
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Chapter 11 Internal Control

I. INTERNAL CONTROL RESPONSIBILITY STATEMENT AND
ESTABLISHMENT OF INTERNAL CONTROL SYSTEM

The Company consistently implemented the Basic Principles for Internal Control of Enterprises, the Guidelines
for Enterprise Internal Control, the Guidance for the Internal Control of Companies Listed on Shanghai Stock
Exchange and the GDSRC’s Notice in relation to Internal Control Practice of Companies in the Jurisdiction Listed
on the Main Board, and further improved internal control by establishing, and effectively implementing, a sound
internal control system to enhance its operation and management level and risk resistance. It commenced such
establishment in September 2010 and engaged Ernst & Young (China) Advisory Limited as an external consultant

on such end to assist in establishment and improvement of such system.

During the reporting period, in accordance with requirements of the GDSRC’s Notice in relation to Internal
Control Practice of Companies in the Jurisdiction Listed on the Main Board, the Company formulated its internal
control standard practice proposal, and set up an internal control leading team and internal control working
team for implementation thereof, which formulated an internal control manual and risk management manual
(provisional) based on one-to-one interviews with relevant departmental directors, tests, on-site inspections,
sampling and comparison and analysis. The manuals have been put to trial under approval of the Board. It also
engaged experts in the field for special training in relation to internal control policy, corporate internal control

standards and ancillary guidelines to initiate cultivation of internal control and risk management culture.

Pursuant to requirements of Contents and Formats for Information Disclosure by Companies that Offer Securities
to the Public No. 2 (Contents and Format of Annual Reports) (revised 2012) ([2012] No. 22) issued by the CSRC
on 19 September 2012 and the Notice on the Preparation of 2012 Annual Report by Listed Companies issued by
the Shanghai Stock Exchange, the Board of the Company evaluated its internal control in 2012 and compiled an
internal control self-evaluation report, the full text of which was disclosed on the website of the Shanghai Stock
Exchange (www.sse.com.cn) on 29 March. The Board of directors was of the view that, as at the benchmark date,
being 31 December 2012, internal control of the Company was effective and no significant deficiency in design or

implementation of internal control of the Group was found.
II. INTERNAL CONTROL AND AUDIT REPORT

The Company engaged BDO China Shu Lun Pan Certified Public Accountants for independent audit of
effectiveness of its internal control in 2012, which issued an opinion that “the internal control over financial report
of the Company was in compliance with the Basic Principles for Internal Control of Enterprises and relevant
requirements and was effective in all significant aspects as at 31 December 2012. (For full text of the accountants’

report, please refer to the disclosure made on the website of the Shanghai Stock Exchange www.sse.com.cn on 29

March.)
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Chapter 11 Internal Control

IIT. ACCOUNTABILITY MECHANISM FOR MAJOR ERRORS IN ANNUAL
REPORT AND RELEVANT INFORMATION ON ITS IMPLEMENTATION

Pursuant to the Management Measures on Information Disclosure of the Company and relevant provisions of
the Format Guidance for Information Disclosure in Annual Reports, the Company formulated an accountability
mechanism for major errors in annual report, under which any obligor for information disclosure who has resulted
in any error of information disclosure or any significant adverse effect or loss to the Company as a result of any
breach of duty of such person or violation of relevant provisions by such person shall be held liable for the non-

compliance according to gravity of the situation.

During the reporting period, there was no amendment to preliminary results announcement, major error and major

omission in annual reports of the Company.
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Independent Auditor’s Report

i
pwc # IRk R

To the shareholders of Guangzhou Automobile Group Co., Ltd.

§

P
Y

(incorporated in the People’s Republic of China with limited liability)

We have audited the consolidated financial statements of Guangzhou Automobile Group Co., Ltd. (the “Company”)
and its subsidiaries (together, the “Group”) set out on pages 110 to 223, which comprise the consolidated and company
balance sheets as at 31 December 2012, and the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated cash flow statement for the year then ended, and a summary of

significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of consolidated financial statements that give a true and
fair view in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified
Public Accountants and the disclosure requirements of the Hong Kong Companies Ordinance, and for such internal
control as the directors determine is necessary to enable the preparation of consolidated financial statements that are free

from material misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to report our
opinion solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to

any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks
of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation of consolidated financial statements
that give a true and fair view in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the directors, as well

as evaluating the overall presentation of the consolidated financial statements.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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Independent Auditor’s Report

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

OPINION

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Company and
of the Group as at 31 December 2012, and of the Group’s profit and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have been properly prepared in accordance with the disclosure

requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 March 2013
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Consolidated Balance Sheet

As at 31 December

Note 2012 2011
RMB’000 RMB’000
ASSETS
Non-current assets
Land use rights 7 1,064,581 983,130
Property, plant and equipment 8 5,927,416 4,308,829
Investment properties 9 30,580 32,057
Intangible assets 10 3,076,492 2,273,409
Investments in jointly-controlled entities and associates 12 16,881,951 14,382,229
Deferred income tax assets 14 567,622 339,134
Available-for-sale financial assets 15 144,099 98,855
Held-to-maturity investments 71,175 70,142
Prepayments 16 1,395,654 465,397
29,159,570 22,953,182
Current assets
Inventories 17 1,397,419 1,536,698
Trade and other receivables 18 3,303,090 2,979,669
Financial assets at fair value through profit or loss 31,455 2,250
Time deposits 19 5,558,589 8,603,852
Restricted cash 20 667,952 297,067
Cash and cash equivalents 21 9,315,874 8,239,169
20,274,379 21,658,705
Total assets 49,433,949 44,611,887
EQUITY
Equity attributable to the equity holders of the Company
Share capital 22 6,435,019 6,148,057
Other reserves 23 10,190,029 7,869,317
Retained earnings 23
— Proposed final dividend 36 128,700 1,287,004
— Others 14,388,323 13,905,194
31,142,071 29,209,572
Non-controlling interests 921,760 976,052
Total equity 32,063,831 30,185,624
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Consolidated Balance Sheet

As at 31 December

Note 2012 2011

RMB’000 RMB’000
LIABILITIES
Non-current liabilities
Trade and other payables 26 18,530 90,733
Borrowings 24 7,776,084 7,737,314
Deferred income tax liabilities 14 16,323 38,901
Provisions 21,587 -
Government grants 25 507,786 353,083

8,340,310 8,220,031
Current liabilities
Trade and other payables 26 6,375,740 4,068,896
Borrowings 24 2,514,720 2,100,021
Current income tax liabilities 139,348 33,774
Provisions - 3,541

9,029,808 6,206,232
Total liabilities 17,370,118 14,426,263
Total equity and liabilities 49,433,949 44,611,887
Net current assets 11,244,571 15,452,473
Total assets less current liabilities 40,404,141 38,405,655

The notes on pages 119 to 223 are an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 March 2013 and were signed on its behalf:

Zhang Fang You

Director
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Balance Sheet

As at 31 December

Note 2012 2011
RMB’000 RMB’000
ASSETS
Non-current assets
Land use rights 7 119,146 119,146
Property, plant and equipment 8 1,297,627 462,126
Intangible assets 10 1,833,061 1,577,921
Investments in subsidiaries 11 25,331,259 21,336,524
Investments in jointly-controlled entities and associates 12 8,333,956 5,815,693
Prepayments 16 1,262,786 458,791
38,177,835 29,770,201
Current assets
Inventories 17 6,923 2,822
Trade and other receivables 18 1,118,059 1,027,316
Time deposits 19 1,992,858 750,000
Restricted cash 20 222,953 -
Cash and cash equivalents 21 1,116,712 1,459,394
4,457,505 3,239,532
Total assets 42,635,340 33,009,733
EQUITY
Equity attributable to the equity holders of the Company
Share capital 22 6,435,019 6,148,057
Other reserves 23 17,177,071 14,858,748
Retained earnings 23
— Proposed final dividend 36 128,700 1,287,004
— Others 3,289,486 2,574,572
Total equity 27,030,276 24,868,381
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Balance Sheet

As at 31 December

Note 2012 2011
RMB’000 RMB’000
LIABILITIES
Non-current liabilities
Trade and other payables 26 18,299 90,218
Borrowings 24 7,271,294 7,252,929
Government grants 25 218,926 192,008
7,508,519 7,535,155
Current liabilities
Trade and other payables 26 8,096,545 406,197
Borrowings 24 - 200,000
8,096,545 606,197
Total liabilities 15,605,064 8,141,352
Total equity and liabilities 42,635,340 33,009,733
Net current (liabilities)/assets (3,639,040) 2,633,335
Total assets less current liabilities 34,538,795 32,403,536

The notes on pages 119 to 223 are an integral part of these financial statements.

These financial statements were approved by the Board of Directors on 28 March 2013 and were signed on its behalf:

Zhang Fang You

Director

Lu Sa

Director
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Consolidated Statement of Comprehensive Income

Year ended 31 December

Note 2012 2011

RMB’000 RMB’000
Revenue 12,963,860 10,984,273
Cost of sales 27 (12,273,586) (10,559,896)
Gross profit 690,274 424,377
Selling and distribution costs 27 (814,760) (589,242)
Administrative expenses 27 (1,332,539) (1,216,442)
Interest income 30 279,795 316,222
Other gains — net 29 12,865 840,288
Operating loss (1,164,365) (224,797)
Finance costs 31 (528,644) (414,744)
Interest income 30 55,891 57,879
Share of profit of jointly-controlled entities and associates 12 2,637,092 4,638,648
Profit before income tax 999,974 4,056,986
Income tax credit 32 64,786 109,914
Profit for the year 1,064,760 4,166,900
Other comprehensive income/(loss) for the year, net of tax 33 1,211 (1,145)
Total comprehensive income for the year 1,065,971 4,165,755
Profit/(loss) attributable to:
Equity holders of the Company 1,133,982 4,271,703
Non-controlling interests (69,222) (104,803)

1,064,760 4,166,900
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Consolidated Statement of Comprehensive Income

Year ended 31 December

Note 2012 2011
RMB’000 RMB’000
Total comprehensive income/(loss) attributable to:
Equity holders of the Company 1,134,709 4,271,016
Non-controlling interests (68,738) (105,261)
1,065,971 4,165,755
Earnings per share attributable to equity
holders of the Company
(expressed in RMB per share)
— basic and diluted 35 0.18 0.69

The notes on pages 119 to 223 are an integral part of these financial statements.

Year ended 31 December

Note 2012 2011
RMB’000 RMB’000
Dividends 36 579,151 1,287,004
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Consolidated Statement of Changes in Equity

Attributable to equity holders of the Company

Share Other Retained Non-controlling
capital reserves carnings Total interests Total equity
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
Balance as at 1 January 2011 6,148,057 7,636,764 11,826,689 25,611,510 232,587 25,844,097
Comprehensive income
Profit/(loss) for the year = = 4,271,703 4,271,703 (104,803) 4,166,900
Other comprehensive income/ (loss) -

Available-for-sale financial assets - net of tax - (687) - (687) (458) (1,145)
Total comprehensive income! loss), net of tax - (687) 4,271,703 4,271,016 (105,261) 4,165,755
Total contributions by and distributions to equity

holders of the Company recognised directly in equity
Reversal of over-accrued transaction costs - 3,332 - 3,332 - 3,332
Appropriation to reserve fund - 229,908 (229,908) = = =
Dividend declared by the Company and subsidiaries = - (676,286) (676,280) (9,990) (686,276)
Total contributions by and distributions to equity

holders of the Company - 233,240 (906,194) (672,954) (9,990) (682,944)
Disposal of subsidiaries = - - - (37,804) (37,804)
Contribution from non-controlling sharcholders of subsidiaries - - - - 279,120 279,120
Non-controlling interests arising on business combination - - - - 617,400 617,400
Total transactions with owners - 233,240 (906,194) (672,954) 848,726 175,772
Balance as at 31 December 2011 6,148,057 7,869,317 15,192,198 29,209,572 976,052 30,185,624
Comprehensive income
Profit/(loss) for the year - - 1,133,982 1,133,982 (69,222) 1,004,760
Other comprehensive income -

Available-for-sale financial assets - net of tax - 727 - 727 484 1,211
Total comprehensive income! (loss), net of tax - 727 1,133,982 1,134,709 (68,738) 1,005,971
Total contributions by and distributions to equity

holders of the Company recognised directly in equity
Issue of new shares (Note 1) 286,962 2,246,621 - 2,533,583 - 2,533,583
Appropriation to reserve fund - 71,702 (71,702) - - -
Dividend declared by the Company and subsidiaries - - (1,737,459) (1,737,455) (19,326) (1,756,781)
Others - 1,599 - 1,599 975 2,574
Total contributions by and distributions to equity

holders of the Company 286,962 1319922 (1,809,157) 797,727 (18,351) 779,376
Disposal of subsidiaries - - - - (47,426) (47 426)
Contribution from non-controlling

shareholders of subsidiaries - 03 - 03 19,091 19,154
Non-controlling interests arising on

business combination (Note 39(a)) - - - - 61,132 61,132
Total transactions with owners 286,962 2,319,985 (1,809,157) 797,790 14,446 812,236
Balance as at 31 December 2012 6,435,019 10,190,029 14,517,023 31,142,071 921,760 32,063,831

The notes on pages 119 to 223 are an integral part of these financial statements.
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Consolidated Cash Flow Statement

Year ended 31 December

Note 2012 2011
RMB’000 RMB’000
Cash flows from operating activities
Cash generated from/(used in) operations 37 725,412 (459,687)
Interest received 399,582 312,019
Interest paid (522,634) (404,769)
Income tax paid (117,189) (80,781)
Net cash generated from/(used in) operating activities 485,171 (633,218)
Cash flows from investing activities
Purchase of property, plant and equipment, land use rights,
investment properties and intangible assets (2,948,019) (2,243,609)
Proceeds from sales of property,
plant and equipment and land use rights 16,226 59,991
Acquisition of subsidiaries, net of cash acquired (276,140) 163,312
Additional capital injection in jointly-controlled entities (400,971) (603,428)
Additional capital injection in associates (114,402) (55,700)
Acquisition and set-up of jointly-controlled entities (771,530) (659,419)
Acquisition and set-up of associates (180,000) (14,249)
Disposal of subsidiaries and associates 419,406 30,187
Acquisition of available-for-sale financial assets and
financial assets at fair value through profit or loss (572,833) (172,696)
Disposal of available-for-sale financial assets and
financial assets at fair value through profit or loss 497,827 -
Issue of entrusted loans (140,110) (397,515)
Proceeds from repayment of entrusted loan 136,025 610,000
Receipt of government grant 187,796 141,045
Dividends received 3,642,288 5,435,120
Decrease/(increase) in time deposits 3,045,263 (2,738,584)
(Increase)/decrease in restricted cash (211,719) 178,500
Net cash generated from/(used in) investing activities 2,329,107 (267,045)
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Consolidated Cash Flow Statement

Year ended 31 December

Note 2012 2011
RMB’000 RMB’000
Cash flows from financing activities
Contribution from non-controlling shareholders of subsidiaries 19,080 279,120
Payment of listing-related expenses (49,725) (223,595)
Distribution to shareholders of the Company
and non-controlling shareholders of subsidiaries (1,756,781) (686,276)
Proceeds from borrowings 4,560,803 2,359,442
Repayments of borrowings (4,522,340) (1,930,064)
Net cash used in financing activities (1,748,963) (201,373)
Net increase/(decrease) in cash and cash equivalents 1,065,315 (1,101,636)
Cash and cash equivalents at beginning of the year 8,239,169 9,382,214
Exchange gain/(losses) on cash and cash equivalents 11,390 (41,409)
Cash and cash equivalents at end of the year 9,315,874 8,239,169

The notes on pages 119 to 223 are an integral part of these financial statements.
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Notes to the Consolidated Financial Statements

GENERAL INFORMATION

The Company and its subsidiaries (the “Group”) is principally engaged in the manufacturing and sales of passenger

vehicles, commercial vehicles, engines and auto parts.

The registered address of the Company is 23/F, Chengyue Building, No. 448 — No. 458, Dong Feng Zhong Road,
Yuexiu District, Guangzhou, Guangdong, the People’s Republic of China (the “PRC”).

The Company was established in June 1997 as a limited liability company in the PRC. In June 2005, the Company
underwent a reorganisation and transformed itself into a joint stock limited liability company under the PRC
Company Law by converting its registered share capital and reserve as at 30 June 2004 into 3,499,665,555 shares
at RMB1 each. In 2009, the Company issued additional 435,091,902 shares at par value of RMBI1 each to its
shareholders. After the capital injection and as at 31 December 2009, the Company’s total issued domestic shares
were 3,934,757,457.

The Company privatised Denway Motors Limited (“Denway”), a subsidiary listed on the Hong Kong Stock
Exchange (the “HKSE”) on 27 August 2010. Thereafter, Denway has become a wholly-owned subsidiary of the
Company. The Company’s 2,213,300,218 newly issued shares granted to the minority shareholders of Denway for
the acquisition of Denway were then listed on the HKSE by way of Introduction on 30 August 2010.

The Company previously held 29% interests in GAC Changfeng Motor Co., Ltd. (“GAC Changfeng”, which was
listed on the Shanghai Stock Exchange (“SSE”)) and was the largest shareholder of GAC Changfeng. Subsequent
to the approval by the Company’s sharcholders and China Securities Regulatory Commission, the Company paid
cash considerations totaling RMB2,409,409,738 to the second largest shareholder of GAC Changfeng, Changfeng
Group Limited Company (“Changfeng Group”), and the third largest shareholder, Mitsubishi Motors Corporation
(“Mitsubishi Corporation”), to acquire 36.57% interests in GAC Changfeng held by these two companies in 2012.
On 23 March 2012 (“GAC Changfeng Acquisition Date”), the Company issued 286,962,422 RMB ordinary shares
in exchange for 34.43% interests in GAC Changfeng held by the remaining shareholders and then GAC Changfeng
was delisted from SSE. Upon the above arrangement became effective, GAC Changfeng became a wholly owned
subsidiary of the Company. On 29 March 2012, following the issuance of the above 286,962,422 RMB new shares,
the Company was listed on the SSE.

These financial statements are presented in thousands of Renminbi Yuan (“RMB”), unless otherwise stated. These

financial statements have been approved for issue by the Board of Directors on 28 March 2013.
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Notes to the Consolidated Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements are set out

below. These policies have been consistently applied to all the years presented, unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with Hong Kong

Financial Reporting Standards (“HKFRS”). The consolidated financial statements have been prepared under

the historical cost convention, as modified by available-for-sale financial assets and financial assets at fair value

through profit or loss, which are carried at fair value.

The preparation of financial statements in conformity with HKFRS requires the use of certain critical

accounting estimates. It also requires management to exercise its judgement in the process of applying the

Group’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where

assumptions and estimates are significant to the consolidated financial statements are disclosed in Note 4.

2.1.1 Going concern

As at 31 December 2012, the current liabilities of the Company exceeded its current assets by

approximately RMB3,639,040,000. Included in the current liabilities of the Company were amounts
due to subsidiaries of approximately RMB7,382,054,000 (Note 26(d)). Since the Company has the

power to control the repayment term of inter-company balance mentioned above, the Directors are of

the view that there are sufficient financial resources available to the Company at least in the coming

twelve months to meet its liabilities due to third parties when they fall due. Accordingly, the Directors

are of the opinion that it is appropriate to prepare the Company’s financial statements on a going

concern basis.

2.1.2 Changes in accounting policy and disclosures

(a)  Amendments to existing standards effective in 2012 but not relevant to the Group:

Standards

Subject of amendment

Effective for
accounting periods

beginning on or after

HKAS 12 (Amendment)

HKFRS 7 (Amendment)

HKFRS1(Amendment)
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Deferred tax: Recovery of
underlying assets

Disclosures — Transfers of
financial assets

Severe hyperinflation and
removal of fixed dates for

first-time adopters

1 January 2012

1 July 2011
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.2 Changes in accounting policy and disclosures (continued)

(%)

The following new or revised standards and amendments to standards have been issued but are not

Notes to the Consolidated Financial Statements

effective for the financial year beginning 1 January 2012 and have not been early adopted:

Standards

Subject of amendment

Effective for

accounting periods

beginning on or after

HKEFRS 1

HKFRS 7 (Amendment)

HKEFRS 9

HKEFRS 10

HKFRS 11

HKEFRS 12

HKEFRS 13

HKEFRS 7 and HKFRS 9
(Amendment)

HKFRS (Amendments)

HKAS 1 (Amendment)

HKAS 16

HKAS 32

HKAS 19 (Amendment)

HKAS 27 (revised 2011)

HKAS 28 (revised 2011)

HKAS 32 (Amendment)

The Group has already commenced an assessment of the impact of these new or revised standards
and amendments, and anticipated that the adoption of HKFRS 10 and HKFRS 11 will not lead
to major changes in the classification of the Group’s investments. Except for the aforementioned,

the Group is in progress of assessing the impact of other new or revised standards and

amendments.

First-time adoption of Hong Kong
Financial Reporting Standards
Financial instruments:
Disclosures — offsetting financial
assets and financial liabilities
Financial instruments
Consolidated financial statements
Joint arrangements
Disclosure of interests in other entities
Fair value measurement
Mandatory effective date and
transition disclosures
Annual Improvements 2009-2011 Cycle
Presentation of financial statements
Property, plant and equipment
Financial instruments
Employee benefits
Separate financial statements

Associates and joint ventures

Offsetting financial assets and financial liabilities
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Notes to the Consolidated Financial Statements

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Subsidiaries

2.2.1 Consolidation

Subsidiaries are all entities (including special purpose entities) over which the Group has the power to

govern the financial and operating policies generally accompanying a shareholding of more than one

half of the voting rights. The existence and effect of potential voting rights that are currently exercisable

or convertible are considered when assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are

de-consolidated from the date that control ceases.

Inter-company transactions, balances, income and expenses on transactions between group companies

are eliminated. Profits and losses resulting from inter-company transactions that are recognised in assets

are also eliminated. Accounting policies of subsidiaries have been changed where necessary to ensure

consistency with the policies adopted by the Group.

(a)

Business combinations

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

proportionate share of the recognised amounts of acquiree’s identifiable net assets.
Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer’s previously held equity interest in the acquiree is re-measured to fair value at the
acquisition date, any gains or losses arising from such re-measurement are recognised in profit or

loss.

Any contingent consideration to be transferred by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration that is
deemed to be an asset or liability is recognised in accordance with HKAS 39 either in profit or
loss or as a change to other comprehensive income. Contingent consideration that is classified as

equity is not remeasured, and its subsequent settlement is accounted for within equity.
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2.

Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.2 Subsidiaries (continued)

2.2.1 Consolidation (continued)

(a)

(%)

(c)

Business combinations (continued)

Goodwill is initially measured as the excess of the aggregate of the consideration transferred and
the fair value of non-controlling interest over the net identifiable assets acquired and liabilities
assumed. If this consideration is lower than the fair value of the net assets of the subsidiary

acquired, the difference is recognised in profit or loss.
Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in loss of control are accounted for
as equity transactions — that is, as transactions with the owners in their capacity as owners. The
difference between fair value of any consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on disposals to

non-controlling interests are also recorded in equity.
Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured to its
fair value at the date when control is lost, with the change in carrying amount recognised in profit
or loss. The fair value is the initial carrying amount for the purposes of subsequently accounting
for the retained interest as an associate, joint venture or financial asset. In addition, any amounts
previously recognised in other comprehensive income in respect of that entity are accounted for as
if the Group had directly disposed of the related assets or liabilities. This may mean that amounts

previously recognised in other comprehensive income are reclassified to profit or loss.

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost also includes direct

attributable costs of investment. The results of subsidiaries are accounted for by the Company on the

basis of dividend and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving dividends from these

investments if the dividend exceeds the total comprehensive income of the subsidiary in the period the

dividend is declared or if the carrying amount of the investment in the separate financial statements

exceeds the carrying amount in the consolidated financial statements of the investee’s net assets

including goodwill.
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Notes to the Consolidated Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
2.3 Associates

Associates are all entities over which the Group has significant influence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting. Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased or decreased to recognise the investor’s share of
the profit or loss of the investee after the date of acquisition. The Group’s investment in associates includes

goodwill identified on acquisition, deducting the accumulated impairment losses.

The Group’s share of post-acquisition profit or loss is recognised in profit or loss, and its share of post-
acquisition movements in other comprehensive income is recognised in other comprehensive income with a
corresponding adjustment to the carrying amount of the investment. When the Group’s share of losses in an
associate equals or exceeds its interest in the associate, including any other unsecured receivables, the Group
does not recognise further losses, unless it has incurred legal or constructive obligations or made payments on

behalf of the associate.

The Group determines at each reporting date whether there is any objective evidence that the investment in
the associate is impaired. If this is the case, the Group calculates the amount of impairment as the difference
between the recoverable amount of the associate and its carrying value and recognises the amount adjacent to
‘share of profit of jointly controlled entities and associates’ in the consolidated statement of comprehensive

income.

Profits and losses resulting from upstream and downstream transactions between the Group and its associates
are recognised in the Group’s financial statements only to the extent of unrelated investor’s interests in the
associates. Unrealised losses are eliminated unless the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been changed where necessary to ensure consistency

with the policies adopted by the Group.

Dilution gains and losses arising in investments in associates are recognised in the consolidated statement of

comprehensive income.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.4 Jointly-controlled entities

A jointly-controlled entity is a joint venture where the Group and other parties undertake an economic
activity which is subject to joint control and none of the participating parties has unilateral control over the
economic activity. Investments in jointly-controlled entities are accounted for using the equity method of
accounting. Under the equity method, the investment is initially recognised at cost, and the carrying amount
is increased or decreased to recognise the investor’s share of the profit or loss of the investee after the date of
acquisition. The Group’s investment in jointly-controlled entities includes goodwill identified on acquisition,

deducting the accumulated impairment losses.

The Group’s share of post-acquisition profit or loss is recognised in profit or loss, and its share of post-
acquisition movements in other comprehensive income is recognised in other comprehensive income with
a corresponding adjustment to the carrying amount of the investment. When the Group’s share of losses in
a jointly-controlled entity equals or exceeds its interest in the jointly-controlled entity, including any other
unsecured receivables, the Group does not recognise further losses, unless it has incurred legal or constructive

obligations or made payments on behalf of the jointly-controlled entity.

The Group determines at each reporting date whether there is any objective evidence that the investment in
the jointly-controlled entity is impaired. If this is the case, the Group calculates the amount of impairment
as the difference between the recoverable amount of the jointly-controlled entity and its carrying value
and recognises the amount adjacent to ‘share of profit of jointly-controlled entities and associates’ in the

consolidated statement of comprehensive income.

Profits and losses resulting from upstream and downstream transactions between the Group and its jointly-
controlled entities are recognised in the Group’s financial statements only to the extent of unrelated investor’s
interests in the jointly-controlled entities. Unrealised losses are eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies of jointly-controlled entities have been

changed where necessary to ensure consistency with the policies adopted by the Group.

Dilution gains and losses arising in investments in jointly-controlled entities are recognised in the

consolidated statement of comprehensive income.

When an investor increases its stake in an existing investee company to gain joint control over the entity,
the cost of acquiring the additional stake (including any directly attributable costs) is added to the carrying
value of the investee company and goodwill arising on the purchase of the additional stake is the excess of the
consideration over its additional share of fair value of net identifiable assets at the date the additional interest

is acquired (any negative goodwill is recognised in profit or loss).
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Notes to the Consolidated Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.5 Segment reporting

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

strategic decisions.
2.6 Foreign currency translation
(@)  Functional and presentation currency

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

functional and the Group’s presentation currency.
(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translation at year-end
exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the
consolidate statement of comprehensive income, except when deferred in equity as qualifying cash flow

hedges and qualifying net investment hedges.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented
in the consolidated statement of comprehensive income within ‘finance costs’. All other foreign
exchange gains and losses are presented in the consolidated statement of comprehensive income within

‘other gains — net’.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.6 Foreign currency translation (continued)

(c)

(d)

Group companies

The results and financial position of all the group entities (none of which has the currency of a hyper-
inflationary economy) that have a functional currency different from the presentation currency are

translated into the presentation currency as follows:

(i)  assets and liabilities for each balance sheet presented are translated at the closing rate at the date

of that balance sheet;

(i)  income and expenses for each consolidated statement of comprehensive income are translated at
average exchange rates (unless this average is not a reasonable approximation of the cumulative
effect of the rates prevailing on the transaction dates, in which case income and expenses are

translated at the rate on the dates of the transactions); and
(iii)  all resulting exchange differences are recognised in other comprehensive income.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the closing rate. Exchange differences arising are

recognised in other comprehensive income.
Disposal of foreign operation

On the disposal of a foreign operation (that is, a disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control over a subsidiary that includes a foreign operation, a
disposal involving loss of joint control over a jointly-controlled entity that includes a foreign operation,
or a disposal involving loss of significant influence over an associate that includes a foreign operation),
all of the exchange differences accumulated in equity in respect of that operation attributable to the

equity holders of the Company are reclassified to profit or loss.

2.7 Land use rights

Land use rights represent upfront payments made for the use of land and are amortised over the unexpired

terms of the lease on a straight-line basis.
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Notes to the Consolidated Financial Statements

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.8

Property, plant and equipment

Buildings comprise mainly factories and offices. All property, plant and equipment are stated at historical cost
less depreciation. Historical cost includes expenditure that is directly attributable to the acquisition of the

items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the Group and
the cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All
other repairs and maintenance are charged to the consolidated statement of comprehensive income during the

financial period in which they are incurred.

Depreciation of leasehold improvements is calculated using the straight-line method to allocate their costs to
their residual value over the shorter of their estimated useful lives and the remaining lease term. Depreciation
of other property, plant and equipment is calculated using the straight-line method to allocate their costs to

their residual values over their estimated useful lives, as follows:

Useful lives Residual rate
— Buildings 8-50 years 0%-10%
— Machinery 5-22 years 0%-10%
— Vehicles 5-15 years 0%-10%
— Moulds 5-10 years 0%-10%
— Office and other equipment 3-19 years 0%-10%
— Leaschold improvements 2-20 years 0%

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

reporting period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying

amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are

recognised within “other gains — net” in the consolidated statement of comprehensive income.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.9 Construction in progress

Construction in progress represents property, plant and equipment under construction and pending
installation and is stated at cost less accumulated impairment losses, if any. Cost includes the costs of
construction of buildings, the cost of plant and machinery and interest charges arising from borrowings used
to finance these assets during the period of construction or installation and testing, if any. No provision for
depreciation is made on construction in progress until such time as the relevant assets are completed and
are available for intended use. When the assets concerned are brought into use, the costs are transferred to
property, plant and equipment and depreciated in accordance with the policy as stated in the preceding

paragraphs.

2.10 Investment properties

Properties that are held for long-term rental yields or for capital appreciation or both, and that are not
occupied by the companies of the Group, are classified as investment properties. The Group applies cost

model for recognition of investment properties.

Investment properties are measured initially at its cost, including related transaction costs. After initial
recognition, investment properties are stated at historical cost less accumulated depreciation and impairment

losses.

Subsequent expenditure is charged to the asset’s carrying amount only when it is probable that future
economic benefits associated with the item will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are expensed in the consolidated statement of comprehensive

income during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate their costs to their residual values over

their estimated useful lives of 20 to 50 years with residual value of 0% to 10%.

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

reporting period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying

amount is greater than its estimated recoverable amount.
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Notes to the Consolidated Financial Statements

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.11 Intangible assets

(a)

)

(c)

Goodwill

Goodwill arises on the acquisition of subsidiaries, associates and joint ventures and represents the excess
of the consideration transferred over the Group’s interest in net fair value of the net identifiable assets,
liabilities and contingent liabilities of the acquiree and the fair value of the non-controlling interest in

the acquiree.

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

Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken annually or more frequently if events or changes in
circumstances indicate a potential impairment. The carrying value of goodwill is compared to the
recoverable amount, which is the higher of value in use and the fair value less costs to sell. Any

impairment is recognised immediately as an expense and is not subsequently reversed.
Patent and proprietary technology

Purchased patents and proprietary technology are initially recorded at actual cost and are amortised on a

straight-line basis over their useful lives of 5 to 10 years.
Computer software
Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and

bring to use the specific software. These costs are amortised on a straight-line basis over their estimated

useful lives of 2 to 10 years.
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Notes to the Consolidated Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.11 Intangible assets (continued)

(d)  Research and development costs

Research costs are expensed as incurred. An intangible asset arising from development expenditure on
the Group’s proprietary brands project is recognised only when the Company can demonstrate the
technical feasibility of completing the intangible asset so that it will be available for use or sale, its
intention to complete and its ability to use or sell the asset, how the asset will generate future economic
benefits, the availability of resources to complete and the ability to measure reliably the expenditure
during the development. Following the initial recognition of the development expenditure, the
cost model is applied requiring the asset to be carried at cost less any accumulated amortisation and
accumulated impairment losses. Any expenditure capitalised is amortised over the period of expected

future sales from the related project ranging from 5 to 10 years.

The carrying value of development costs is reviewed for impairment annually when the asset is not yet

in use, or more frequently when an indication of impairment arises during a financial period.

2.12 Impairment of non-financial assets

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

that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.

2.13 Non-current assets (or disposal groups) held-for-sale and discontinued operations

Non-current assets (or disposal groups) are classified as held for sale when their carrying amounts are to be
recovered principally through a sale transaction and a sale is considered highly probable. The non-current
assets (except for certain assets as explained below), (or disposal groups), are stated at the lower of carrying
amount and fair value less costs to sell. Deferred tax assets, assets arising from employee benefits, financial
assets (other than investments in subsidiaries and associates) and investment properties, even if held for sale,

would continue to be measured in accordance with the policies set out elsewhere in note 2.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.13 Non-current assets (or disposal groups) held-for-sale and discontinued operations
(continued)

A discontinued operation is a component of the Group’s business, the operations and cash flows of which can
be clearly distinguished from the rest of the Group and which represents a separate major line of business or
geographic area of operations, or is part of a single co-ordinated plan to dispose of a separate major line of

business or geographical area of operations, or is a subsidiary acquired exclusively with a view to resale.

When an operation is classified as discontinued, a single amount is presented in the income statement, which
comprises the post-tax profit or loss of the discontinued operation and the post-tax gain or loss recognised
on the measurement to fair value less costs to sell, or on the disposal, of the assets or disposal group(s)

constituting the discontinued operation.
2.14 Financial assets
2.14.1 Classification

The Group classifies its financial assets in the following categories: at fair value through profit or loss,
loans and receivables, available-for-sale and held-to-maturity investments. The classification depends on
the purpose for which the financial assets were acquired. Management determines the classification of

its financial assets at initial recognition.
(a)  Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A financial
asset is classified in this category if acquired principally for the purpose of selling in the short
term. Derivatives are also categorised as held for trading unless they are designated as hedges.
Assets in this category are classified as current assets if expected to be settled within 12 months;

otherwise, they are classified as non-current.
(b)  Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. They are included in current assets, except for the amounts
that are settled or expected to be settled more than 12 months after the end of the reporting
period. These are classified as non-current assets. The Group’s loans and receivables comprise
‘trade and other receivables’, ‘time deposits’, ‘restricted cash’ and ‘cash and cash equivalents’ in
the balance sheet (notes 2.18 and 2.19).
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.14 Financial assets (continued)

2.14.1 Classification (continued)

(c)  Available-for-sale financial assets

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

reporting period.
(d)  Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturities that the Group’s management has the positive intention and ability
to hold to maturity. If the Group were to sell other than an insignificant amount of held-to-
maturity investments, the whole category would be tainted and reclassified as available for sale.
Held-to-maturity investments are included in non-current assets, except for those with maturities

less than 12 months from the end of the reporting period, which are classified as current assets.

2.14.2 Recognition and measurement

Regular way purchases and sales of financial assets are recognised on the trade-date — the date on which
the Group commits to purchase or sell the asset. Investments are initially recognised at fair value plus
transaction costs for all financial assets not carried at fair value through profit or loss. Financial assets
carried at fair value through profit or loss are initially recognised at fair value, and transaction costs
are expensed in the consolidated statement of comprehensive income. Financial assets are derecognised
when the rights to receive cash flows from the investments have expired or have been transferred and
the Group has transferred substantially all risks and rewards of ownership. Available-for-sale financial
assets and financial assets at fair value through profit or loss are subsequently carried at fair value. Loans
and receivables and held-to maturity investments are subsequently carried at amortised cost using the

effective interest method.
When securities classified as available-for-sale are sold or impaired, the accumulated fair value

adjustments recognised in equity are included in the consolidated statement of comprehensive income

within ‘other gains — net’.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.14 Financial assets (continued)
2.14.2 Recognition and measurement (continued)

Interest on available-for-sale securities calculated using the effective interest method is recognised in the
consolidated statement of comprehensive income as part of interest income. Dividends on available-for-
sale equity instruments are recognised in the consolidated statement of comprehensive income as part of

‘other gains — net’ when the Group’s right to receive payments is established.

Gains or losses arising from changes in the fair value of the ‘financial assets at fair value through profit
or loss’ category are presented in the consolidated statement of comprehensive income within ‘other
gains — net’ in the period in which they arise. Dividend income from financial assets at fair value
through profit or loss is recognised in the consolidated statement of comprehensive income as part of

other income when the Group’s right to receive payments is established.

Changes in the fair value of items classified as available for sale are recognised in other comprehensive

income.
2.15 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis or

realise the asset and settle the liability simultaneously.
2.16 Impairment of financial assets
(a) Assets carried at amortised cost

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

financial assets that can be reliably estimated.

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

economic conditions that correlate with defaults.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.16 Impairment of financial assets (Continued)

(a)

(6)

Assets carried at amortised cost (Continued)

The amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset
is reduced and the amount of the loss is recognised in the consolidated statement of comprehensive
income. If a loan or held-to-maturity investment has a variable interest rate, the discount rate for
measuring any impairment loss is the current effective interest rate determined under the contract. As a
practical expedient, the Group may measure impairment on the basis of an instrument’s fair value using

an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the
debtor’s credit rating), the reversal of the previously recognised impairment loss is recognised in the

consolidated statement of comprehensive income.
Assets classified as available for sale

The Group assesses at the end of each reporting period whether there is objective evidence that a
financial asset or a group of financial assets is impaired. For the funds, the Group uses the criteria
referred to in (a) above. If any such evidence exists for available-for-sale financial assets, the cumulative
loss — measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognised in profit or loss — is removed from
equity and recognised in profit or loss. Impairment losses recognised in the consolidated statement of
comprehensive income on equity instruments are not reversed through the consolidated statement of
comprehensive income. If, in a subsequent period, the fair value of the financial assets increases and
the increase can be objectively related to an event occurring after the impairment loss was recognised
in profit or loss, the impairment loss is reversed through the consolidated statement of comprehensive

income.

2.17 Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined using the weighted

average method. The cost of finished goods and work in progress comprises design costs, raw materials, direct

labour, other direct costs and related production overheads (based on normal operating capacity). It excludes

borrowing costs. Net realisable value is the estimated selling price in the ordinary course of business, less

applicable variable selling expenses.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
2.18 Trade and other receivables

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

current assets.

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised cost

using the effective interest method, less provision for impairment.
2.19 Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents includes cash in hand, deposits held at

call with banks, other short-term highly liquid investments with original maturities of three months or less.
2.20 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or

options are shown in equity as a deduction, net of tax, from the proceeds.
2.21 Trade payables

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

liabilities.

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the

effective interest method.

2.22 Borrowings
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated statement of comprehensive income over the period of the borrowings

using the effective interest method.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement

of the liability for at least 12 months after the end of the reporting period.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.23 Borrowing costs

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

for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on

qualifying assets is deducted from the borrowing costs eligible for capitalisation.

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

2.24 Current and deferred income tax

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

income or directly in equity, respectively.
(a) Current income tax

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

to the tax authorities.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.24 Current and deferred income tax (Continued)

(6) Deferred income tax (Continued)

(c)

Inside basis differences

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

related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit

will be available against which the temporary differences can be utilised.
Outside basis differences

Deferred income tax is provided on temporary differences arising on investments in subsidiaries,
associates and jointly-controlled entities, except for deferred income tax liability where the timing of
the reversal of the temporary difference is controlled by the Group and it is probable that the temporary

difference will not reverse in the foreseeable future.

Offsetting

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation authority on either the taxable entity or different

taxable entities where there is an intention to settle the balances on a net basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.25 Provisions

Provisions are recognised when: the Group has a present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the amount has

been reliably estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as a whole. A provision is recognised even if the

likelihood of an outflow with respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as interest

expense.

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

appropriate.

2.26 Employee benefits

(@)  Defined contribution employee retirement schemes

The Group participates in the defined contribution employee retirement schemes regarding pension
benefits required under existing PRC legislation. The defined contribution plan is a pension plan under
which the Group pays contributions into a separate entity. The Group has no legal or constructive
obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees

the benefits relating to employee service in the current and prior periods.
(6)  Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The Group recognises termination benefits when it is demonstrably committed to either: terminating
the employment of current employees according to a detailed formal plan without possibility of
withdrawal; or providing termination benefits as a result of an offer made to encourage voluntary
redundancy. Benefits falling due more than 12 months after balance sheet date are discounted to present

value.

GAC Group Co., Ltd ® Annual Report 2012

139



140

Notes to the Consolidated Financial Statements

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2.27 Share-based payment settled in cash

Employee services received in exchange for cash-settled share-based payments, are recognised at the fair value
of the liability incurred and are expensed over the vesting period, when consumed or capitalised as assets,
which are depreciated or amortised. The liability is remeasured at each balance sheet date to its fair value, with

all changes recognised immediately in the consolidated statement of comprehensive income.

2.28 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable, and represents amounts
receivable for goods supplied, stated net of discounts, returns and value added taxes. The Group recognises
revenue when the amount of revenue can be reliably measured; when it is probable that future economic
benefits will flow to the entity; and when specific criteria have been met for each of the Group’s activities, as
described below. The Group bases its estimates of return on historical results, taking into consideration the

type of customer, the type of transaction and the specifics of each arrangement.
(a)  Sales of products

The Group manufactures and sells a range of passenger vehicles, commercial vehicles, engines and auto
P g P g g

parts to its dealers and end customers. Sales of products are recognised when the significant risks and

rewards of ownership of the products have been passed to the buyers and the amount of revenue can be

measured reliably.

The passenger vehicles are often sold with sales rebates. Sales are recorded based on the price specified

in the sales contracts, net of the sales rebates which are calculated periodically.

(6)  Rendering of service
Management fee and labour service income are recognised on accrual basis when service is rendered.

(c) Interest income
Interest income is recognised on a time-proportion basis using the effective interest method. When
a receivable is impaired, the Group reduces the carrying amount to its recoverable amount, being
the estimated future cash flow discounted at the original effective interest rate of the instrument,
and continues unwinding the discount as interest income. Interest income on impaired receivable is
recognised using the original effective interest rate.

(d) Rental income

Rental income from investment property is recognised in the income statement on a straight-line basis

over the term of the lease.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
2.28 Revenue recognition (Continued)
(e)  Dividend income
Dividend income is recognised when the right to receive payment is established.
2.29 Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are

classified as operating leases.
(a) As a lessee

Payments made under operating leases (net of any incentives received from the lessor) are charged to the

consolidated statement of comprehensive income on a straight-line basis over the period of the lease.
(b) As a lessor

Assets leased out under operating leases are included in property, plant and equipment in the balance
sheet. They are depreciated over their expected useful lives on a basis consistent with similar owned
property, plant and equipment. Rental income (net of any incentives given to lessees) is recognised on a

straight-line basis over the lease term.
2.30 Dividend distribution
Dividend distribution to the Company’s shareholders is recognised as a liability in the Group’s and
Company’s financial statements in the period in which the dividends are approved by the Company’s
shareholders.

2.31 Government grants

Grants from the government are recognised at their fair value where there is a reasonable assurance that the

grant will be received and the Group will comply with all attached conditions.

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

Government grants relating to property, plant and equipment are included in non-current liabilities as
deferred government grants and are credited to the consolidated statement of comprehensive income on a

straight-line basis over the expected lives of the related assets.

Government grants are deducted in reporting the related expenses, when appropriate.
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3.

FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk,

cash flow interest rate risk and fair value interest rate risk), credit risk and liquidity risk. The Group’s overall

risk management programme focuses on the unpredictability of financial markets and seeks to minimise

potential adverse effects on the Group’s financial performance.

Risk management is carried out by the Group’s finance department (“Group Finance”) under policies

approved by the senior management. Group Finance identifies and evaluates financial risks in close co-

operation with the Group’s operating units.

(a) Market risk

()

Foreign exchange risk

The Group’s business mainly operates in the PRC with most of the transactions denominated
and settled in RMB, except that certain receivables and payables, cash and cash equivalents and
borrowings are denominated in US dollar (“USD”), HK dollar (“HKD?”), Japanese yen (“JPY”)
and European dollar (“EUR”) which are exposed to foreign currency translation risk. The Group

had not used any financial instrument to hedge the foreign exchange risk.

As at 31 December 2012, if RMB had strengthened/weakened by 5% against USD with all other
variables held constant, post-tax profit would have been approximately RMB4,400,000 higher/
lower (2011: RMB5,119,000 lower/higher), mainly as a result of foreign exchange gains/losses
on translation of USD-denominated trade and other receivables, time deposits, cash and cash

equivalents, trade and other payables and borrowings.

As at 31 December 2012, if RMB had strengthened/weakened by 5% against HKD with all other
variables held constant, post-tax profit would have been approximately RMB7,577,000 higher/
lower (2011: RMB17,211,000 higher/lower), mainly as a result of foreign exchange gains/losses
on translation of HKD-denominated trade and other receivables, time deposits, cash and cash

equivalents, trade and other payables and borrowings.

As at 31 December 2012, if RMB had strengthened/weakened by 5% against JPY with all other
variables held constant, post-tax profit would have been approximately RMB201,000 higher/
lower (2011: RMB208,000 higher/lower), mainly as a result of foreign exchange gains/losses
on translation of JPY-denominated trade and other receivables, time deposits, cash and cash

equivalents, trade and other payables and borrowings.

As at 31 December 2012, if RMB had strengthened/weakened by 5% against EUR with all other
variables held constant, post-tax profit would have been approximately RMB389,000 lower/
higher (2011: nil), mainly as a result of foreign exchange losses/gains on translation of EUR-
denominated trade and other receivables, time deposits, cash and cash equivalents, trade and

other payables and borrowings.

GAC Group Co., Ltd ° Annual Report 2012



3.

Notes to the Consolidated Financial Statements

FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(a)

®)

Market risk (continued)
(i1)  Cash flow and fair value interest rate risk

The Group has no significant interest-bearing assets other than entrusted loans (included in other
receivables), time deposits, restricted cash, and cash and cash equivalents. The maturity terms of
these assets, together with the Group’s current borrowings, are within 12 months so that there

would not be significant interest rate risk for these financial assets and liabilities.

The Group’s interest rate risk arises from non-current borrowings. Borrowings issued at variable
rates expose the Group to cash flow interest rate risk. Borrowings issued at fixed rates expose the

Group to fair value interest rate risk.

As at 31 December 2012, the Group’s borrowings at variable rates were denominated in RMB.
If interest rates on bank borrowings had been 100 basis point higher/lower respectively with
all other variables held constant, post-tax profit would have been RMB13,567,000 (2011:
RMB13,623,000) lower/higher, mainly as a result of higher/lower interest expense on floating rate

borrowings.

As at 31 December 2012, approximately RMB8,481,847,000 (2011: RMB8,020,996,000) of the
Group’s borrowings bore interests at fixed rates. The interest rates and terms of repayment of the

Group’s borrowings are disclosed in Note 24.
The Group had not used any financial instrument to hedge its exposure to interest rate risk.

Credit risk

The carrying amounts of time deposits, cash and cash equivalents, restricted cash, and trade and other
receivables included in the consolidated financial statements represent the Group’s maximum exposure

to credit risk in relation to its financial risk.

As at 31 December 2012 and 2011, most of the time deposits, restricted cash, and cash and cash
equivalent are deposited in state-owned banks and other financial institutions without significant credit
risks. Management does not expect any losses from non-performance by these state-owned banks and

financial institutions.

The Group generally requires dealers and customers to pay the full amounts in advance, either in cash
or by bank acceptance notes with maturity within 6 months, which is accepted and settled by banks,
prior to the delivery of the passenger vehicles. In addition to the requirement for advance payment
from customers, the Group has policy in place to ensure credit sales are made to customers with an
appropriate credit history. Credit terms are approved after credit evaluations/review. Majority of trade

receivables are with customers having an appropriate credit history.
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3. FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)
(c)  Liquidity risk

Prudent liquidity risk management includes maintaining sufficient cash and cash equivalents, the
availability of funding from an adequate amount of committed credit facilities and the ability to
close out market positions. Due to the dynamic nature of the underlying businesses, Group Finance

maintains flexibility in funding by maintaining availability under committed credit lines.

Management monitors the Group’s undrawn borrowing facilities (Note 24), time deposits (Note 19)

and cash and cash equivalents (Note 21) on the basis of expected cash flow.

The tables below analyses the Group’s and the Company’s financial liabilities into relevant maturity
groupings based on the remaining period at the balance sheet date to the contractual maturity date. The

amounts disclosed in the table are the contractual undiscounted cash flows.

The Group
Between 1 Between 2
Less than and and Over
1 year 2 years 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000

At 31 December 2012
Borrowings 2,828,375 7,086,942 1,176,998 20,134
Trade and other payables (exclude

advances from customers, staff

welfare benefits payable, other taxes

and government grants) 5,360,554 18,530 - -
Financial guarantee contracts (Note 42) 7,367 - - -

At 31 December 2011
Borrowings 2,495,444 438,141 7,284,424 634,141
Trade and other payables (exclude

advances from customers, staff

welfare benefits payable, other taxes

and government grants) 3,430,000 63,727 27,217 -

Financial guarantee contracts (Note 42) - - - -
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(c)  Liquidity risk (continued)

The Company

Between 1 Between 2
Less than and and Over
1 year 2 years 5 years 5 years
RMB’000 RMB’000 RMB’000 RMB’000
At 31 December 2012
Borrowings 284,480 6,984,480 708,360 -
Trade and other payables (exclude
staff welfare benefits payable and
other taxes and government grants) 8,003,742 18,299 - -
Financial guarantee contracts (Noze 42) - - - -
At 31 December 2011
Borrowings 491,207 284,480 6,882,469 634,141
Trade and other payables (exclude staff
welfare benefits payable and other taxes) 355,935 63,212 27,217 -
Financial guarantee contracts (Note 42) 12,000 - - -

3.2 Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going

concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an

optimal capital structure to reduce the cost of capital.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio
is calculated as total borrowings divided by total capital. Total borrowings include current and non-current

borrowings, as shown in the consolidated balance sheet. Total capital is calculated as total equity, as shown in

the consolidated balance sheet, plus total borrowings.
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3. FINANCIAL RISK MANAGEMENT (continued)

3.2 Capital risk management (continued)

The gearing ratios as at 31 December 2012 and 2011 were as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Total borrowings (Note 24) 10,290,804 9,837,335
Total equity 32,063,831 30,185,624
Total capital 42,354,635 40,022,959
Gearing ratio 24% 25%

3.3 Fair value estimation

The Group’s financial instruments recognised in the balance sheet are mainly loans and receivables and

financial liabilities carried at amortised cost. The carrying value less impairment provision of trade receivables

and payables are a reasonable approximation of their fair values. The fair value of financial liabilities for

disclosure purposes is estimated by discounting the future contractual cash flows at the current market interest

rate that is available to the Group for similar financial instruments.

The fair value of financial instruments that are not traded in an active market is determined by using

valuation techniques. The Group uses a variety of methods and makes assumptions that are based on market

conditions existing at the balance sheet date, such as estimated discounted cash flows.

The table below analyses financial instruments carried at fair value, by valuation method. The different levels

have been defined as follows:

o Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

J Inputs other than quoted prices included within level 1 that are observable for the asset or liability,

cither directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

. Inputs for the asset or liability that are not based on observable market data (that is, unobservable

inputs) (level 3).
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FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (Continued)

The following table presents the Group’s assets and liabilities that are measured at fair value at 31 December
2012.

Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000

Assets

Financial assets at fair value through profit or loss

— Trading debt investments 29,230 - - 29,230

— Fund investments 2,225 - - 2,225
Available-for-sale financial assets

— Bond investments 144,099 - - 144,099
Total assets 175,554 - - 175,554

The following table presents the Group’s assets and liabilities that are measured at fair value at 31 December
2011.

Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000

Assets

Financial assets at fair value through profit or loss

— Fund investments 2,250 = = 2,250
Available-for-sale financial assets

— Fund investments 98,855 - - 98,855
Total assets 101,105 = = 101,105

The fair value of financial instruments traded in active markets is based on quoted market prices at the
balance sheet date. A market is regarded as active if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactions on an arm’s length basis. The quoted market price used
for financial assets held by the Group is the current bid price. These instruments are included in level 1.
Instruments included in level 1 comprise primarily corporate bonds, enterprise short-term financing bonds,

fund investments and medium-term notes classified as trading debt investments or available-for-sale.

There were no significant transfers of financial assets between level 1 and level 2 fair value hierarchy

classifications.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based on historical experience and other factors,

including expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by

definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of

causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are

addressed below.

(a)

Current and deferred income taxes

The Group is subject to income taxes and land appreciation taxes (“LAT”)over land disposal transactions in
the PRC. There are many transactions and calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. In addition, interpretation of taxation rules and requirements for
whether group entities are able to enjoy an LAT exemption under the restructuring arrangement during the
year also give rise to uncertain tax positions. These estimates also include significant management judgments
about the eventual outcome of the tax review based on the latest information available about the positions
expected to be taken by tax authority. Accordingly, significant judgement is required in determining the
amounts of current income tax, deferred income taxes and LAT. For details, please refer to Note 32. The
final tax outcome could be different from the amounts that were initially recorded, and these differences
will impact the taxation and tax provisions in the years in which such taxes have been finalised with local tax

authorities.

Deferred income tax assets relating to certain temporary differences and tax losses are recognised when
management considers it is likely that future taxable profits will be available against which temporary
differences or tax losses can be utilised. When the expectations are different from the original estimates, such
differences will impact the recognition of deferred tax assets and income tax charges in the period in which

such estimates are changed.
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

(b)

(c)

(d)

Impairment of property, plant and equipment, intangible assets and land use rights

Property, plant and equipment, intangible assets and land use rights are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable. The recoverable
amounts have been determined based on value-in-use calculations or market valuations. These calculations

require the use of judgements and estimates.

Management judgement is required in the area of asset impairment particularly in assessing: (i) whether an
event has occurred that may indicate that the related asset value may not be recoverable; (ii) whether the
carrying value of an asset can be supported by the recoverable amount, being the higher of fair value less costs
to sell or net present value of future cash flows which are estimated based upon the continued use of the asset
in the business; and (iii) the appropriate key assumptions to be applied in preparing cash flow projections
including whether these cash flow projections are discounted using an appropriate rate. Changing the
assumptions selected by management in assessing impairment, including the discount rates or the growth rate
assumptions in the cash flow projections, could materially affect the net present value in the impairment test
and as a result affect the Group’s financial condition and results of operations. If there is a significant adverse
change in the projected performance and resulting future cash flow projections, it may be necessary to take an

impairment charge to the consolidated statement of comprehensive income.
Impairment of goodwill

The Group tests annually whether goodwill has suffered any impairment, in accordance with the accounting
policy stated in note 2.11. The recoverable amounts of cash-generated units have been determined based on
fair value less costs to sell estimated using the discounted cash flow method. These calculations require the use

of estimates.

Impairment of investments in jointly-controlled entities and associates

The Group determines at each reporting date whether there is any objective evidence that the investments
in the jointly-controlled entities and associates are impaired. If this is the case, the Group calculates the
amount of impairment as the difference between the recoverable amount of the jointly-controlled entities
and associates and their carrying value. The recoverable amounts of the jointly-controlled entities and
associates have been determined based on fair value less costs to sell estimated using the discounted cash flow
method. In arriving at fair value less costs to sell, post-tax discount rates of eleven point eight per cent to
twelve point two per cent have been applied to the post-tax cash flows expressed in real terms. Fair value less
costs to sell was determined by estimating cash flows for a period of five years. The cash flow projections are
based on financial budgets approved by management covering a five-year periods. These cash flows are then
aggregated with a “terminal value”. The terminal value represents the value of cash flows beyond the fifth
year, incorporating an annual real-term growth rate of three per cent. These calculations require the use of

estimates.
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4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

(d) Impairment of investments in jointly-controlled entities and associates (continued)

No impairment charge arose in one jointly-controlled entity with significant goodwill identified on
acquisition during the year 2012. If the budgeted revenue used in the fair-value-less-costs-to-sell calculation
for this jointly-controlled entity had been 3% lower than management’s estimates at 31 December 2012, the

Group would not recognise any impairment of investment.

If the estimated post-tax discount rate for the jointly-controlled entity had been 0.3% higher than

management’s estimates, the Group would not recognise an impairment against investment.
(e) Warranty provisions

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

appropriate.

5. PARTICULARS OF PRINCIPAL SUBSIDIARIES, JOINTLY-CONTROLLED
ENTITIES AND ASSOCIATES

As at 31 December 2012 particulars of principal subsidiaries, jointly-controlled entities and associates are as follows:

Particulars
Place of of registered capital/ Interest held
Name incorporation Principal activities issued share capital Direct Indirect
Subsidiaries
Guangzhou Automobile Group Mainland China Manufacture and sale 1US$49,900,000 50% 50%
Auto Bus Co., Ltd. of automobiles
BN REEEZHEARAH
Guangzhou Automobile Group Mainland China Manufacture and sale RMB2,600,000,000 100% -
Motor Co., Ltd. of automobiles
TN YR 4 A R LA TR )
Guangzhou Automobile Group Mainland China Manufacture and sale of RMB185,680,000 51% 49%
Component Co., Ltd. automotive parts
MR EEZ A RA A
Guangzhou Automobile Group Mainland China ~ Trading of automobiles, RMB611,000,000 100% -

Business Co., Ltd. automotive parts and steel

BRI A R AR
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PARTICULARS OF PRINCIPAL SUBSIDIARIES, JOINTLY-CONTROLLED
ENTITIES AND ASSOCIATES (continued)

Particulars
Place of of registered capital/ Interest held
Name incorporation Principal activities issued share capital Direct Indirect
Subsidiaries (continued)
GAC Gonow Co., Ltd. Mainland China Manufacture and sale of automobile RMB1,260,000,000 51% =
(“GAC Gonow”)
R RRAEA A
Jointly-controlled entities
Guanggi Honda Automobile Mainland China Manufacture and sale of automobile 15$283,290,000 - 50%
Co., Ltd. and automotive parts
YA LA IRA
GAC Toyota Motor Co., Ltd. Mainland China Manufacture and sale of automobile US$435,700,000 50% =
BB A A and automotive parts
GAC Hino Motors Co., Ltd. Mainland China Manufacture and sale of automobile RMB1,500,000,000 50% -
BRH B REARA and automotive parts
GAC Hino (ShenYang) Mainland China Manufacture and sale of automobile RMB1,004,218,280 = 45%
motors Co., Ltd. and automotive parts
B R () WA RA R
GAC-SOFINCO Automobile Mainland China Provide automotive financing services RMB1,000,000,000 50% -
Finance Co., Ltd
R B R SR A/
GAC FIAT Automobiles Co., Ltd. Mainland China Manufacture and sale of automobile RMB1,800,000,000 50% -
51 T KT and automotive parts
BB AR d b
Wuyang-Honda Motors Mainland China ~ Manufacture and sale of motorcycle US$49,000,000 50% -

(Guangzhou) Co., Ltd.

B AR (M) AR A

and motorcycle parts
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PARTICULARS OF PRINCIPAL SUBSIDIARIES, JOINTLY-CONTROLLED
ENTITIES AND ASSOCIATES (continued)

Particulars
Place of of registered capital/ Interest held

Name incorporation Principal activities issued share capital Direct Indirect

Jointly-controlled entities (continued)

GAC Mitsubishi Motors Co., Ltd. Mainland China Manufacture and sale of automobile RMB1,700,000,000 50% -
(“GAC Mitsubishi”) and automotive parts

ER=EREARA

Associates

GAC Toyota Engine Co., Ltd. Mainland China Manufacture and sale of automotive parts 1US$291,220,000 30% -

YR P A8 ) B A RN

Honda Automobile (China) Mainland China Manufacture and sale of automobile 1S$82,000,000 25% =
Co., Ltd. and automotive parts

AR () A R A

Shanghai Hino Engine Co., Lid. Mainland China Manufacture and sale of automotive parts U5$29,980,000 30% -

i BT RE BA TRA

Guangzhou TS Automotive Mainland China Manufacture and sale of automotive parts US$3,860,000 = 48%
Interior Systems Co., Ltd.

EMREERE RN RS
HIRAT

Guangzhou Intex Automotive Mainland China Manufacture and sale of automotive parts US$22,500,000 = 25%
Interior Parts Co., Ltd.

MR RN A A A

Guangzhou Stanley Electric Mainland China ~ Manufacture and sale of automotive parts US$44,700,000 - 30%
Company Limited

EMAHE B RARAR

Guangzhou Denso Co., Led. Mainland China Manufacture and sale of automotive parts US$23,022,409 - 40%

RMERA R
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Notes to the Consolidated Financial Statements

SEGMENT INFORMATION

The chief operating decision-maker has been identified as the executive directors. The executive directors review the
Group’s internal reporting in order to assess performance and allocate resources. Management has determined the

operating segments based on these reports.

The executive directors considered the nature of the Group’s business and determined that the Group has two

reportable operating segments as follows:

Vehicles and related operations segment-production and sale of a variety of passenger vehicles, commercial vehicles,

automotive parts and related operations.
Others mainly comprise production and sale of motorcycles, automobile finance and insurance business.
Sales between segments are carried out on terms equivalent to those that prevail in arm’s length transactions. The

revenue from external parties reported to the executive directors is measured in a manner consistent with that in the

consolidated statement of comprehensive income.

GAC Group Co., Ltd ® Annual Report 2012

153



Notes to the Consolidated Financial Statements

6. SEGMENT INFORMATION (continued)

The segment results for the year ended 31 December 2012 and other segment items included in the consolidated

statement of comprehensive income are as follows:

Vehicles
and related
operations Others  Eliminations  Unallocated  Consolidated
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Total gross segment revenue 12,736,307 305,155 (77,602) 12,963,860
Inter-segment revenue (23,773) (53,829) 77,602 -
Revenue (from external customers) 12,712,534 251,326 - 12,963,860
Segment results (908,320) (72,630) (45,699) (1,026,649)
Unallocated income — Headquarter

interest income - - - 274,073 274,073
Unallocated costs — Headquarter

expenditure - - - (411,789) (411,789)
Operating loss (1,164,365)
Finance costs (236,412) (15,037) - (277,195) (528,644)
Interest income 21,279 10,249 - 24,363 55,891
Share of profit of jointly-controlled

entities and associates 2,521,383 115,709 - - 2,637,092
Profit before income tax 999,974
Income tax credit/(expense) 100,738 15,707 (8,502) (43,157) 64,786
Profit for the year 1,064,760
Other segment items
Depreciation and amortisation 638,909 12,941 - 15,761 667,611
Provision for/(reversal of) impairment

loss of trade and other receivables 6,044 118 - (17,092) (10,930)
Impairment of inventories 21,413 - - - 21,413
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SEGMENT INFORMATION (continued)

The segment assets and liabilities as at 31 December 2012 and additions to non-current assets (other than deferred

tax assets, available-for-sale financial assets and held-to-maturity investments) for the year then ended are as follows:

Vehicles
and related

operations Others  Eliminations  Unallocated  Consolidated
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Total assets 34,135,580 4,375,091 (1,227,708) 12,150,986 49,433,949
Total assets include:
Investment in jointly-controlled
entities and associates 15,733,069 1,148,882 - - 16,881,951
Total liabilities 10,484,526 780,928 (1,166,630) 7,271,294 17,370,118
Additions to non-current assets
(other than deferred tax assets,
available-for-sale financial assets
and held-to-maturity investments) 4,108,171 1,676,418 - - 5,784,589
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6. SEGMENT INFORMATION (continued)

The segment results for the year ended 31 December 2011 and other segment items included in the consolidated

statement of comprehensive income are as follows:

Vehicles

and related
operations Others  Eliminations Unallocated ~ Consolidated
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Total gross segment revenue 10,725,570 317,728 (59,025) 10,984,273
Inter-segment revenue (6,837) (52,188) 59,025 -
Revenue (from external customers) 10,718,733 265,540 - 10,984,273
Segment results (910,500) (867) (5,498) (916,865)
Unallocated income — Headquarter

interest income and government grant — - — 1,098,948 1,098,948
Unallocated costs — Headquarter expenditure - - - (406,880) (406,880)
Operating loss (224,797)
Finance costs (162,171) (82) = (252,491) (414,744)
Interest income 20,470 10,366 - 27,043 57,879
Share of profit of jointly-controlled

entities and associates 4,560,016 78,632 = = 4,638,648
Profit before income tax 4,056,986
Income tax credit/(expense) 171,081 (784) = (60,383) 109,914
Profit for the year 4,166,900

Other segment items

Depreciation and amortisation 476,392 4,289 - 9,065 489,746
(Reversal of)/provision for impairment

loss of trade and other receivables (3,769) 14 = (20,533) (24,288)
Impairment of inventories 21,130 - - - 21,130

Impairment of property, plant and
equipment and land use rights 5,595 = = = 5,595
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SEGMENT INFORMATION (continued)

The segment assets and liabilities as at 31 December 2011 and additions to non-current assets (other than deferred

tax assets, available-for-sale financial assets and held-to-maturity investments) for the year then ended are as follows:

Vehicles
and related

operations Others  Eliminations  Unallocated Consolidated
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Total assets 26,361,376 4,877,475 (1,767,030) 15,140,066 44,611,887
Total assets include:
Investment in jointly-controlled

entities and associates 13,541,742 840,487 - — 14,382,229

Total liabilities 7,614,745 1,123,340 (1,764,751) 7,452,929 14,426,263

Additions to non-current assets
(other than deferred tax assets,
available-for-sale financial assets
and held-to-maturity investments) 3,511,407 1,281,700 = = 4,793,107

Reportable segments’ assets are reconciled to total assets as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Total segment assets 37,282,963 29,471,821
Unallocated assets:

— Time deposits and cash and cash equivalents of headquarter 12,150,986 15,140,066

Total assets 49,433,949 44,611,887

Reportable segments’ liabilities are reconciled to total liabilities as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Total segment liabilities 10,098,824 6,973,334
Unallocated liabilities:

— Borrowings of headquarter 7,271,294 7,452,929

Total liabilities 17,370,118 14,426,263
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6. SEGMENT INFORMATION (continued)

Revenue from external customers by geographical location is as follows:

Year ended 31 December

2012 2011

RMB’000 RMB’000

Mainland China 12,961,965 10,868,099
Hong Kong 1,895 116,174
12,963,860 10,984,273

Revenue is allocated based on the country/place in which the customer is located.

Non-current assets (other than deferred tax assets, available-for-sale financial assets and held-to-maturity

investments) located by geographical location are as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Mainland China 28,272,793 22,348,334
Hong Kong 103,881 96,717
28,376,674 22,445,051

Non-current assets are allocated based on the location of the assets.
Analysis of revenue by category:

Year ended 31 December

2012 2011

RMB’000 RMB’000

Sales of products 12,601,049 10,628,233
Rendering of services 230,680 199,685
Others 132,131 156,355
12,963,860 10,984,273
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LAND USE RIGHTS

Land use rights represent the Group’s interests in land which are held on leases between 15 to 50 years. Movements

of the land use rights for the year are as follows:

The Group

Year ended 31 December

2012 2011
RMB’000 RMB’000
Beginning of the year
Cost 1,069,381 741,007
Accumulated amortisation and impairment (86,251) (75,088)
Net book amount 983,130 665,919
For the year ended
Opening net book amount 983,130 665,919
Additions 2,826 31,887
Acquisition of GAC Changfeng (Note 39(a)) 45,323 -
Acquisition of other subsidiaries 52,346 307,166
Disposal of a subsidiary - (1,034)
Amortisation charge (Note 27) (19,044) (16,420)
Impairment charge (Note 27) - (4,388)
Closing net book amount 1,064,581 983,130
End of the year
Cost 1,169,876 1,069,381
Accumulated amortisation and impairment (105,295) (86,251)
Net book amount 1,064,581 983,130
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7. LAND USE RIGHTS (continued)

The Company

Year ended 31 December
2012 2011
RMB’000 RMB’000

Beginning of the year
Cost 119,146 114,684

Accumulated amortisation - —

Net book amount 119,146 114,684
For the year ended

Opening net book amount 119,146 114,684

Additions - 4,462

Closing net book amount 119,146 119,146
End of the year

Cost 119,146 119,146

Accumulated amortisation (note (c)) — _

Net book amount 119,146 119,146

(a)  The amount of amortisation of the Group was primarily charged to cost of sales and administrative expenses in the

consolidated statement of comprehensive income.

(b)  Certain bank borrowings were secured by the Group’s land use rights with an aggregate carrying value of approximately
RMB143,456,000 (2011: RMB169,826,000) (Note 24(a)).

(c)  As at 31 December 2012, the Company was in the process of applying for the title certificates of certain of its land use
rights with an aggregate carrying value of approximately RMB119,146,000 (2011: RMB119,146,000). The Directors
consider that the Company is entitled to lawfully and validly occupy or use such land. Thus the land use right did not begin

to amortise in 2012.
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(d

Notes to the Consolidated Financial Statements

The Group’s interests in land use rights at their net book values are analysed as follows:

The Group

As at 31 December

2012 2011
RMB’000 RMB’000
In Mainland China, held on:
Leases of between 10 and 50 years 1,038,786 956,754
In Hong Kong, held on:
Leases of between 10 and 50 years 25,795 26,376
1,064,581 983,130

The Company

As at 31 December

2012 2011
RMB’000 RMB’000

In Mainland China, held on:
Leases of between 10 and 50 years 119,146 119,146
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8. PROPERTY, PLANT AND EQUIPMENT
The Group
Office and other Leasehold  Construction

Buildings ~ Machinery Vehicles Moulds  equipment  improvements in progress Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000

Year ended 31 December 2011

Opening net book amount 1,152,615 1,125,888 236,501 92,391 85,129 08,705 266,649 3,027,878
Additions 26,323 42,55 89,873 104,907 5,299 106,915 603,064 978,636
Acquisition of subsidiaries 331,196 130,858 6,644 - 3,826 368 18,301 701,193
Disposals (28,33%9) (5%3) (36,999) - (54) - - (65,939)
Transfers 58,536 92,463 3,684 65,051 3,150 - (222,884) =
Depreciation charge (Nore 27) (58,818) (125,390) (64,650) (25,952) (19,152) (19,744) = (313,700)
Impairment charge (Note 27) = (1,003) = = (204) = = (1,207)
Disposal of a subsidiary (6,803) (6,016) (3,369) (24) (1,816) - - (18,030)
Closing net book amount 1,474,708 1,258,472 B1,724 236,373 76,178 156,244 875,130 4308,829
At 31 December 2011
Cost 1,698,107 1,505,883 398,121 265,253 149,037 206,699 875,130 5,098,230
Accumulated depreciation and impairment (183,399) (247,411) (166,397) (28,880) (72,8%9) (50,45) - (749,401)
Net book amount 1,474,708 1,258,472 81,724 236373 76,178 156,244 875,130 4,308,829

Year ended 31 December 2012

Opening net book amount 1,474,708 1,258,472 231,724 136,373 76,178 156,244 875,130 4,308,829
Additions 23,103 75,507 112,083 29,737 11,567 49,878 1,183,432 1,495,307
Acquisition of GAC Changfeng (Note 39(s) 51,520 16,418 1,290 - 1,636 - 411377 482,041
Acquisition of other subsidiaries 66,242 603 1,036 - 1,377 8,403 1,140 78,801
Disposals (743) (170) (30,465) (12) (1,129) - - (32,515)
Transfers 098,151 20,015 82 96,536 4,553 - (1,039,337) -
Depreciarion charge (Note 27) (75,741) (157,788) (67,957) (60,346) (23,498) (19,417) - (405,247)
Closing net book amount 237,240 1,433,057 247,793 301,788 80,688 195,108 1,431,742 5,927,416
At 31 December 2012
Cost 2,495,654 1,838,108 449,25 391,514 174,405 264,980 1,431,742 7,045,655
Accumulated depreciation and impairment (258,414) (405,051) (201,459) (89,726) (93,717) (69,872) - (1,118,239)
Net book amount 237,240 1,433,057 247,793 301,788 80,088 195,108 1,431,742 5,927,416
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PROPERTY, PLANT AND EQUIPMENT (continued)

The Company

Office
and other Construction
Buildings Vehicles  equipment  in progress Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Year ended 31 December 2011

Opening net book amount 1,541 13,578 49,894 167,890 232,903
Additions — 4,720 16,764 221,311 242,795
Disposals - (313) (10) - (323)
Transfers = = 2,130 (2,130) =
Depreciation charge (75) (4,939) (8,235) - (13,249)
Closing net book amount 1,466 13,046 60,543 387,071 462,126

At 31 December 2011

Cost 2,296 32,709 83,861 387,071 505,937
Accumulated depreciation (830) (19,663) (23,318) = (43,811)
Net book amount 1,466 13,046 60,543 387,071 462,126

Year ended 31 December 2012

Opening net book amount 1,466 13,046 60,543 387,071 462,126
Additions - 456 25,168 825,729 851,353
Disposals - (123) (90) - (213)
Transfers 399,729 307 6,363 (406,399) -
Depreciation charge (75) (5,249) (10,315) - (15,639)
Closing net book amount 401,120 8,437 81,669 806,401 1,297,627

At 31 December 2012

Cost 402,025 31,012 114,446 806,401 1,353,884
Accumulated depreciation (905) (22,575) (32,777) - (56,257)
Net book amount 401,120 8,437 81,669 806,401 1,297,627
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8. PROPERTY, PLANT AND EQUIPMENT

(a) Depreciation expenses of the Group have been charged to the consolidated statement of comprehensive

income as follows:

Year ended 31 December

2012 2011

RMB’000 RMB’000

Cost of sales 323,653 254,987
Selling and distribution costs 9,423 7,491
Administrative expenses 72,171 51,228
405,247 313,706

(b) Certain bank borrowings were secured by the Group’s property, plant and equipment with an aggregate
carrying value of approximately RMB134,280,000 (2011: RMB297,013,000) (Note 24(a)).

(c)  The Group is in the process of applying for the title certificates of certain of its properties with an aggregate
carrying value of approximately RMB27,640,000 (2011: RMB29,429,000). The Directors consider that the

Group is entitled to lawfully and validly occupy or use those properties.
(d) During the year, the Group capitalised borrowing costs amounting to RMB19,280,000 (2011:

RMB4,042,000) on qualifying assets. Borrowing costs were capitalised at the weighted average rate of its
general borrowings of 4.06% (2011: 5.12%).
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INVESTMENT PROPERTIES
The Group

Year ended 31 December

2012 2011
RMB’000 RMB’000
Beginning of the year
Cost 46,887 68,636
Accumulated depreciation (14,830) (11,930)
Net book amount 32,057 56,706
For the year ended
Opening net book amount 32,057 56,706
Additions 1,958 16,557
Disposal of a subsidiary - (38,3006)
Depreciation charge (Note 27) (3,435) (2,900)
Closing net book amount 30,580 32,057
End of the year
Cost 48,845 46,887
Accumulated depreciation (18,265) (14,830)
Net book amount 30,580 32,057
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10. INTANGIBLE ASSETS

The Group
Patent and
proprietary Computer Development
technology software Goodwill costs Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended 31 December 2011
Opening net book amount 692,876 38,349 125,775 589,213 1,446,213
Additions 113,544 22,690 o 410,942 547,176
Additions of subsidiaries 113,853 - 201,337 121,550 436,740
Amortisation charge (Noze 27) (65,688) (9,208) - (81,824) (156,720)
Closing net book amount 854,585 51,831 327,112 1,039,881 2,273,409
At 31 December 2011
Cost 940,086 74,495 327,112 1,134,900 2,476,593
Accumulated amortisation (85,501) (22,664) - (95,019) (203,184)
Net book amount 854,585 51,831 327,112 1,039,881 2,273,409
Year ended 31 December 2012
Opening net book amount 854,585 51,831 327,112 1,039,881 2,273,409
Additions 1,225 25,644 - 699,995 726,864
Additions of GAC Changfeng (Note 39(a)) 5,422 - - 309,599 315,021
Additions of other subsidiaries - 38 1,324 - 1,362
Amortisation charge (Note 27) (87,103) (12,982) - (139,800) (239,885)
Disposal - (279) - - (279)
Closing net book amount 774,129 64,252 328,436 1,909,675 3,076,492
At 31 December 2012
Cost 946,733 97,823 328,436 2,144,494 3,517,486
Accumulated amortisation (172,604) (33,571) - (234,819) (440,994)
Net book amount 774,129 64,252 328,436 1,909,675 3,076,492
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The Company

10. INTANGIBLE ASSETS (continued)

Patent and
proprietary Computer Development
technology software costs Total
RMB’000 RMB’000 RMB’000 RMB’000
Year ended 31 December 2011
Opening net book amount 700,893 17,241 589,213 1,307,347
Additions 46,354 5,028 349,406 400,788
Amortisation charge (42,796) (5,594) (81,824) (130,214)
Closing net book amount 704,451 16,675 856,795 1,577,921
At 31 December 2011
Cost 764,745 31,891 951,814 1,748,450
Accumulated amortisation (60,294) (15,216) (95,019) (170,529)
Net book amount 704,451 16,675 856,795 1,577,921
Year ended 31 December 2012
Opening net book amount 704,451 16,675 856,795 1,577,921
Additions - 13,140 444,430 457,570
Amortisation charge (64,202) (7,408) (130,820) (202,430)
Closing net book amount 640,249 22,407 1,170,405 1,833,061
At 31 December 2012
Cost 764,745 45,031 1,396,244 2,206,020
Accumulated amortisation (124,496) (22,624) (225,839) (372,959)
Net book amount 640,249 22,407 1,170,405 1,833,061
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10. INTANGIBLE ASSETS (continued)

(a)  Amortisation of the Group’s intangible assets has been charged to cost of sales and administrative expenses in

the consolidated statement of comprehensive income.
(b)  Goodwill arose from acquisition of businesses:

As at 31 December

2012 2011

RMB’000 RMB’000

Business acquired by GAC Gonow (i) 201,337 201,337
Denway 90,299 90,299
Others 36,800 35,476
328,436 327,112

Goodwill is allocated to the passenger vehicles and related operations and auto parts segment, which is
operated in Mainland China. Impairment testing is performed at each the year end, and there was no material

impairment for goodwill as at year end.

(i)  The recoverable amount of GAC Gonow has been assessed by reference to fair value less costs to sell,

using discounted cash flows, in line with the policy in note 2.11(a).

In arriving at fair value less costs to sell, a post-tax discount rate of twelve per cent has been applied to
the post-tax cash flows expressed in real terms. Fair value less costs to sell was determined by estimating
cash flows for a period of 5 years. The cash flow projections are based on financial budgets approved by
management covering a five-year periods. These cash flows are then aggregated with a “terminal value”.
The terminal value represents the value of cash flows beyond the fifth year, incorporating an annual

real-term growth rate of three per cent.
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11. INVESTMENTS IN SUBSIDIARIES

The Company

As at 31 December

2012 2011

RMB’000 RMB’000

Unlisted investment, at cost (Note (a)) 25,484,717 21,336,524
Less: Provision for impairment (153,458) —
25,331,259 21,336,524

(a)  Additions in investments in subsidiaries mainly represent additional capital injection in certain subsidiaries, acquisition cost
for GAC Changfeng and other subsidiaries.

(b)  Particulars of the Group’s principal subsidiaries are set out in Note 5.

12. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES AND ASSOCIATES

The Group
As at 31 December

2012 2011
RMB’000 RMB’000
Investments in jointly-controlled entities 12,313,895 9,284,474
Investments in associates 4,568,056 5,097,755
16,881,951 14,382,229

Year ended 31 December
2012 2011
RMB’000 RMB’000
Share of profit of jointly-controlled entities 2,014,701 3,872,359
Share of profit of associates 622,391 766,289
2,637,092 4,638,648
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12. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES AND ASSOCIATES
(continued)

As at 31 December

2012 2011

RMB’000 RMB’000

Investments in jointly-controlled entities 7,366,568 3,885,739
Investments in associates 967,388 1,929,954
8,333,956 5,815,693

12.1 INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES

The Group

As at 31 December

2012 2011
RMB’000 RMB’000
Unlisted investment 12,313,895 9,284,474

The Company

As at 31 December

Unlisted investment, at cost

Less: Provision for impairment

2012 2011
RMB’000 RMB’000
7,913,063 3,885,739

(546,495) -
7,366,568 3,885,739
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12. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES AND ASSOCIATES
(continued)

12.1 INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES (continued)

(a)

Movements of investments in jointly-controlled entities are set out as follows:

The Group
Year ended 31 December

2012 2011
RMB’000 RMB’000
Beginning of the year 9,284,474 8,166,021
Additions (Note (7)) 4,175,888 1,254,496
Share of profits 2,017,247 3,906,365
Dividends received (3,129,244) (4,042,408)
Disposal (34,470) =
End of the year 12,313,895 9,284,474

The Company

Year ended 31 December

2012 2011

RMB’000 RMB’000

Beginning of the year 3,885,739 2,928,546

Additions (Note (7)) 4,027,324 957,193

Provision for impairment (Note (iz)) (546,495) -

End of the year 7,366,568 3,885,739
(1) During the year, additions in investments in jointly-controlled entities mainly represented the investment in

a joint venture with Mitsubishi Corporation amounting to RMB3,635,035,000(Note 39(a)) and additional

capital contributions in certain jointly-controlled entities.

(i) The recoverable amount of the Company’s interest in a jointly-controlled entity has been assessed by reference

to fair value less costs to sell, using discounted cash flow method.

In arriving at fair value less costs to sell, a post-tax discount rate of twelve per cent has been applied to the post-tax
cash flows expressed in real terms. Fair value less costs to sell was determined by estimating cash flows for a period
of 5 years. The cash flow projections are based on financial budgets approved by management covering a five-year
periods. These cash flows are then aggregated with a “terminal value”. The terminal value represents the value of

cash flows beyond the fifth year, incorporating an annual real-term growth rate of three per cent.
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12. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES AND ASSOCIATES
(continued)

12.1 INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES (continued)

(b) The following amounts represent the Group’s share of assets and liabilities (excluding goodwill

recognised upon acquisition), and income and expenses of the jointly-controlled entities.

The Group
As at 31 December
2012 2011
RMB’000 RMB’000
Assets
Non-current assets
— Property, plant and equipment 8,356,861 7,109,745
— Other non-current assets 2,295,694 1,817,540
10,652,555 8,927,285
Current assets
— Inventories 2,349,445 2,148,486
— Trade and other receivables 7,125,643 3,116,471
— Other current assets 7,849,310 10,666,573
17,324,398 15,931,530
Total assets 27,976,953 24,858,815
Liabilities
Non-current liabilities
— Borrowings and other non-current liabilities 1,779,423 765,440
Current liabilities
— Trade and other payables 11,773,285 11,253,783
— Borrowings 4,459,333 1,939,933
— Other current liabilities 532,523 1,601,239
16,765,141 14,794,955
Tortal liabilities 18,544,564 15,560,395
Net assets 9,432,389 9,298,420
Non-controlling interests (13,787) (13,946)
9,418,602 9,284,474
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12. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES AND ASSOCIATES
(continued)

12.1 INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES (continued)

(b)

()

The following amounts represent the Group’s share of assets and liabilities (excluding goodwill

recognised upon acquisition), and income and expenses of the jointly-controlled entities. (continued)

Year ended 31 December

2012 2011

RMB’000 RMB’000

Revenue 51,132,490 54,213,861
Cost of sales (43,660,273) (46,093,516)
Other expenditures (5,455,302) (4,216,703)
Profit for the year 2,016,915 3,903,645
Plus: losses shared by non-controlling interest 332 2,720
2,017,247 3,906,365

Less: impact of unrealised profits arising from transactions

between the Group and jointly-controlled entities (2,5406) (34,003)
Share of profit of jointly-controlled entities 2,014,701 3,872,359

Particulars of the Group’s principal jointly-controlled entities are set out in Note 5.
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12. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES AND ASSOCIATES

(continued)
12.2 INVESTMENTS IN ASSOCIATES

The Group

As at 31 December

2012 2011

RMB’000 RMB’000

A listed company in Mainland China — GAC Changfeng - 1,071,671
Unlisted companies 4,568,056 4,026,084
4,568,056 5,097,755

Market value of listed shares — 2,223,496

The Company

As at 31 December

2012 2011

RMB’000 RMB’000

A listed company in Mainland China — GAC Changfeng - 1,057,872
Unlisted companies 967,388 872,082
967,388 1,929,954
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12. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES AND ASSOCIATES

(continued)

12.2 INVESTMENTS IN ASSOCIATES (continued)

(a) Movements of investments in associates are set out as follows:

The Group

Year ended 31 December

2012 2011

RMB’000 RMB’000
Beginning of the year 5,097,755 5,200,729
Additions 623,042 53,859
Disposal of GAC Changfeng (Note 39(a)) (1,004,816) —
Disposal of other associates (149,034) (1,238)
Share of profits 622,391 766,289
Dividends received (621,282) (921,884)
End of the year 4,568,056 5,097,755

The Company

Year ended 31 December

2012 2011

RMB’000 RMB’000

Beginning of the year 1,929,954 1,879,400
Additions 95,306 50,554
Disposal of GAC Changfeng (1,057,872) -
End of the year 967,388 1,929,954
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12. INVESTMENTS IN JOINTLY-CONTROLLED ENTITIES AND ASSOCIATES
(continued)

12.2 INVESTMENTS IN ASSOCIATES (continued)
(b) The combined results, total assets and liabilities of the Group’s associates are as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Total assets 19,802,688 26,482,170
Total liabilities (7,232,150) (12,104,969)
Net assets 12,570,538 14,377,201

Year ended 31 December

2012 2011

RMB’000 RMB’000

Revenue 34,115,129 38,081,946
Profit for the year 2,151,430 2,349,315

(c)  Particulars of the Group’s principal associates are set out in Note 5.
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13. FINANCIAL INSTRUMENTS BY CATEGORY
The accounting policies for financial instruments have been applied to the line items below:
The Group

As at 31 December

2012 2011
RMB’000 RMB’000
Loan and receivables

— Trade and other receivables
(exclude prepayments and VAT recoverable) (Note 18) 2,730,038 2,289,768
— Time deposits (Noze 19) 5,558,589 8,603,852
— Restricted cash (Note 20) 667,952 297,067
— Cash and cash equivalents (Noze 21) 9,315,874 8,239,169
Financial assets at fair value through the profit and loss 31,455 2,250
Held-to-maturity investments 71,175 70,142
Available-for-sale financial assets (Note 15) 144,099 98,855
18,519,182 19,601,103

As at 31 December

2012 2011
RMB’000 RMB’000
Financial liabilities at amortised cost
— Trade and other payables (exclude advances from
customers, employee benefits payable, other taxes
and government grants) (Note 26) 5,379,084 3,520,733
— Borrowings (Note 24) 10,290,804 9,837,335
Total 15,669,888 13,358,068
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13. FINANCIAL INSTRUMENTS BY CATEGORY (continued)

The Company

As at 31 December

2012 2011
RMB’000 RMB’000
Loans and receivables
— Trade and other receivables (exclude prepayments) (Note 18) 1,117,969 1,019,694
— Time deposits (Note 19) 1,992,858 750,000
— Restricted cash (Noze 20) 222,953 —
— Cash and cash equivalents (Note 21) 1,116,712 1,459,394
Total 4,450,492 3,229,088

As at 31 December

2012 2011
RMB’000 RMB’000
Financial liabilities at amortised cost
— Trade and other payables (exclude employee benefits
payable, other taxes and government grants) (Note 26) 8,022,041 446,153
— Borrowings (Note 24) 7,271,294 7,452,929
Total 15,293,335 7,899,082
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14. DEFERRED INCOME TAX

(@)

(b)

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current

tax assets against current tax liabilities and when the deferred income taxes relate to the same taxation

authority. The offset amounts are as follows:
hority. The off: foll

The Group

As at 31 December

2012 2011
RMB’000 RMB’000
Deferred tax assets:

— to be recovered after more than 12 months 407,033 275,932
— to be recovered within 12 months 160,589 63,202
567,622 339,134

Deferred tax liabilities:
— to be settled after more than 12 months (2,887) (1,422)
— to be settled within 12 months (13,436) (37,479)
(16,323) (38,901)
Deferred tax assets — net 551,299 300,233

The net movements on the deferred income tax account are as follows:

Year ended 31 December

2012 2011

RMB’000 RMB’000

Beginning of the year 300,233 110,754
Tax credited to consolidated statement of

comprehensive income (Note 32) 287,550 191,337

Acquisition of GAC Changfeng (Note 39(a)) (35,248) —

Acquisition of other subsidiaries (1,215) (1,858)

Tax charge relating to components of other comprehensive income (21) -

End of the year 551,299 300,233

GAC Group Co., Ltd ® Annual Report 2012

179



Notes to the Consolidated Financial Statements

14. DEFERRED INCOME TAX (continued)

(¢)  The movements in deferred tax assets and liabilities during the year, without taking into consideration the

offsetting of balances within the same tax jurisdiction, are as follows:

Amortisation Accrued
of pre- expenses
Impairment operating and Tax Unrealised
Deferred tax assets provision expenses provisions losses profits Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Year ended 31 December 2011
Opening book amount 26,750 41,550 55,748 10,065 - 134,113
Recognised in the consolidated

statement of comprehensive

income (7,239) (41,550) 79,835 165,474 8,501 205,021

Closing book amount 19,511 - 135,583 175,539 8,501 339,134

Year ended 31 December 2012

Opening book amount 19,511 - 135,583 175,539 8,501 339,134
Acquisition of GAC Changfeng
(Note 39(a)) - - - 32,163 - 32,163

Recognised in the consolidated
statement of comprehensive

income (449) 5,047 26,840 173,388 (8,501) 196,325

Closing book amount 19,062 5,047 162,423 381,090 - 567,622
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(©)

(d)

Notes to the Consolidated Financial Statements

The movements in deferred tax assets and liabilities during the year, without taking into consideration the

offsetting of balances within the same tax jurisdiction, are as follows: (continued)

Revaluation of

Accrued bank Accelerated available-for-sale Fair value
Deferred tax liabilities interest income financial assets gains Total
RMB’000 RMB’000 RMB’000 RMB’000

Year ended 31 December 2011
Opening book amount (22,390) - - (23,359)
Acquisition of subsidiary = = (1,858) (1,858)
Recognised in the consolidated

statement of comprehensive income (15,089) = 436 (13,684)
Closing book amount (37,479) = (1,422) (38,901)
Year ended 31 December 2012
Opening book amount (37,479) - (1,422) (38,901)
Acquisition of GAC Changfeng

(Note 39(a)) - - (67,411) (67,411)
Acquisition of other subsidiaries - - (1,215) (1,215)
Recognised in the consolidated

statement of comprehensive income 24,043 - 67,182 91,225
Tax charge relating to components of

other comprehensive income - (21) - (1)
Closing book amount (13,436) (21) (2,866) (16,323)

In accordance with the PRC tax law, tax losses may be carried forward against future taxable income for
a period of five years. The Group did not recognise deferred tax assets in respect of losses amounting to
RMB2,949,718,000 (2011: RMB2,396,910,000), as it is uncertain that future taxable profit will be available

against which the tax losses can be utilised. These tax losses will expire between 2013 and 2017.

GAC Group Co., Ltd ® Annual Report 2012

181



182

Notes to the Consolidated Financial Statements

15.

16.

AVAILABLE-FOR-SALE FINANCIAL ASSETS

As at 31 December

2012 2011
RMB’000 RMB’000
Available-for-sale investments 144,099 98,855

Available-for-sale financial assets are a group of funds and bonds in which the Group invested. All available-for-sale

financial assets are denominated in RMB.

The maximum exposure to credit risk at the reporting date is the carrying value of the funds and bonds classified as

available-for-sale.

None of these financial assets is either past due or impaired.

PREPAYMENTS
The Group
As at 31 December
2012 2011
RMB’000 RMB’000
Prepayments for purchase of properties (Noze(a)) 1,262,786 458,791
Others 132,868 6,606
1,395,654 465,397

The Company

As at 31 December

2012 2011
RMB’000 RMB’000
Prepayments for purchase of properties (Note(a)) 1,262,786 458,791

(a)  The amount represents prepayments for the purchase of an office building. As at 31 December 2012, the office building was

not yet handed over for use.
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17. INVENTORIES

The Group
As at 31 December
2012 2011

RMB’000 RMB’000
Raw materials and consumables 449,904 304,734
Work-in-progress 66,163 96,450
Finished goods and merchandise 926,714 1,183,146

1,442,781 1,584,330
Less: provision for impairment (45,362) (47,632)

1,397,419 1,536,698

The Company

As at 31 December

2012 2011
RMB’000 RMB’000
Consumables 6,923 2,822

The cost of inventories recognised as expenses and included in cost of sales amounted to RMB10,713,898,000

(2011: RMB9,314,949,000).
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18. TRADE AND OTHER RECEIVABLES

The Group
As at 31 December
2012 2011
RMB’000 RMB’000
Trade receivables 1,173,583 899,222
Less: Provision for impairment (137,655) (135,321)
Trade receivables — net 1,035,928 763,901
Notes receivable 58,972 63,602
Deposits 80,468 47,663
Entrusted loans to third parties (note (f)) - 48,515
Entrusted loans to related parties (note (f) and note 40(b)) 76,600 24,000
Value added tax recoverable 208,306 224,066
Prepayments 364,746 465,835
Dividends receivable 982,330 874,091
Other receivables — net 495,740 467,996
3,303,090 2,979,669

The Company

As at 31 December

2012 2011

RMB’000 RMB’000

Trade receivables 70,322 70,322
Less: Provision for impairment (70,322) (70,322)
Trade receivables — net - =
Prepayments 90 7,622
Dividends receivable (nzote 40(b)) 269,425 19,138
Other receivables 39,611 36,756
Entrusted loans to related parties (note (f) and note 40(6)) 755,000 950,000
Receivables from subsidiaries (note (g) and note 40(b)) 53,933 13,800
1,118,059 1,027,316
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18. TRADE AND OTHER RECEIVABLES (continued)

(@)

(b)

Sales of passenger vehicles were normally made with advances from customers. Sales of other products were

made on credit terms ranging from 2 to 170 days. Ageing analysis of trade receivables at respective balance

sheet dates is as follows:

The Group

As at 31 December

2012 2011

RMB’000 RMB’000

Within 3 months 610,317 573,843
Between 3 months and 1 year 402,522 183,398
Between 1 and 2 years 23,325 4,003
Between 2 and 3 years 3,243 4,242
Over 3 years 134,176 133,736
1,173,583 899,222

As at 31 December 2012, most of the trade receivables overdue by more than 1 year were impaired and

provided for. The individually impaired receivables were mainly related to customers of the Group with long

outstanding balances which arose prior to the conversion of the Company into a joint stock limited liability

company.

As at 31 December 2012, trade receivables of RMB817,000 (2011: RMB2,538,000) were past due but not

impaired. These relate to a number of independent customers with no recent history of default. The ageing

analysis of these trade receivables is as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Within 1 year 817 2,535
Between 1 and 2 years - 3
817 2,538
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18. TRADE AND OTHER RECEIVABLES (continued)

(¢) As at 31 December 2012, trade receivables of RMB469,955,000 (2011: RMB378,499,000) were impaired
and provided for. The amount of the provision was RMB137,655,000 (2011: RMB135,321,000). The
individually impaired receivables were mainly related to customers, with unexpected difficult economic
situations. It was assessed that only a portion of these receivables is expected to be recovered. The ageing of

these trade receivables is as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Within 1 year 309,211 236,521
Between 1 and 2 years 23,325 4,000
Between 2 and 3 years 3,243 4,242
Over 3 years 134,176 133,736
469,955 378,499

Movements of the provision for impairment of trade receivables are as follows:

Year ended 31 December

2012 2011

RMB’000 RMB’000

Beginning of the year 135,321 138,262
Impairment loss for trade receivables 2,334 1,984
Receivables written off as uncollectible - (3,539)
Disposal of subsidiaries - (1,386)
End of the year 137,655 135,321

The creation and release of provision for impaired receivables have been included in “administrative expenses”
in the consolidated statement of comprehensive income (Note 27). Amounts charged to the allowance account

are generally written off when there is no expectation of recovering additional cash.
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TRADE AND OTHER RECEIVABLES (continued)

(d)  The carrying amounts of the Group’s trade and other receivables are denominated in the following currencies:

As at 31 December

2012 2011

RMB’000 RMB’000

RMB 3,299,365 2,879,850
HKD 3,725 99,819
3,303,090 2,979,669

The carrying amounts of the Company’s trade and other receivables are denominated in RMB.
(¢)  The Group was not aware of any major credit risk on notes receivables, deposits, entrusted loans, dividend
receivables and other receivables as the counterparties are ecither state-owned banks or other financial

institutions without significant credit risk, or entities without financial difficulties.

()  The entrusted loans are mainly lent to related parties through financial institutions, which will be mature in
2013. The effective interest rate as at 31 December 2012 is 5.35% (2011: 6.50%).

(g) The amounts due from subsidiaries are unsecured, interest free, denominated in RMB and repayable on

demand.

TIME DEPOSITS
The Group

As at 31 December

2012 2011
RMB’000 RMB’000

Denominated in:
— RMB 5,308,000 8,303,086
— HKD 24,356 300,766
- USD 226,233 =
Total 5,558,589 8,603,852
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19.

20.

21.

TIME DEPOSITS (continued)

The initial term of time deposits was over three months, and the weighted average effective interest rates were from
3.05% to 3.23% per annum for the years ended 31 December 2012 and 2011.

The Company’s time deposits denominated in USD amounted to approximately RMB226,233,000 (2011: nil), and

the remaining are denominated in RMB.

RESTRICTED CASH
As at 31 December 2012 and 2011, all restricted cash are denominated in RMB.

As at 31 December 2012, RMB338,976,000 of the Group was pledged for the issuance of bank notes and letters of
credit and short-term borrowings (2011: RMB177,067,000). Other restricted cash mainly includes security deposits
of RMB223,976,000(2011: nil) which were received from Changfeng Group in connection with the disposal of
certain business of GAC Changfeng (see Note 39(a) for details), and statutory deposit of RMB105,000,000(2011:
RMB100,000,000) paid by a subsidiary majored in insurance business. As at 31 December 2011, RMB20,000,000

was deposited into a designated bank account for the formation of a subsidiary of the Group.
CASH AND CASH EQUIVALENTS

The Group

As at 31 December

2012 2011
RMB’000 RMB’000
Denominated in:

— RMB 8,774,811 7,904,224

— HKD 280,489 78,769

- USD 253,981 250,511
—JPY 5,470 5,535

— Others 1,123 130
9,315,874 8,239,169

The Company’s cash and cash equivalents denominated in USD amounted to approximately RMB63,936,000
(2011: nil), and the remaining are denominated in RMB.
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21. CASH AND CASH EQUIVALENTS (continued)

() Asat31 December 2012 and 2011, the Group’s cash and cash equivalents, restricted cash (Note 20) and time
deposits (Note 19) were deposited in financial institutions without significant credit risk. Detail ratings of

these financial institutions, as published by Standard & Poor’s, are set out as follows:

The Group
As at 31 December
2012 2011
RMB’000 RMB’000
A+ 311,896 146,435
A- 3,548,141 2,575,490
BBB 3,300,402 3,518,249
BBB- 7,255,870 10,663,732
Others and cash on hand 1,126,106 236,182
Total 15,542,415 17,140,088
Representing
— Time deposits 5,558,589 8,603,852
— Restricted cash 667,952 297,067
— Cash and cash equivalents 9,315,874 8,239,169
15,542,415 17,140,088
22. SHARE CAPITAL
Foreign shares listed
RMB ordinary shares Domestic legal person outside of mainland
of RMBI each shares of RMB1 each China of RMBI each Total

Number of Ordinary ~ Number of Ordinary ~ Number of Ordinary ~ Number of Ordinary
shares shares shares shares shares shares shares shares

(thousands) RMB’000  (thousands) RMB’000  (thousands) RMB’000  (thousands) RMB’000

Asat 1 January 2011 and 2012 - - 3934757 3934757 2,213,300 2,213,300 6,148,057 6,148,057
Issue of new shares 286,962 286,962 - - - - 286,962 286,962
As at 31 December 2012 286,962 286,962 3,934,757 3,934,757 2,213,300 2,213,300 6,435,019 6,435,019

(a)  As detailed in note 1, the Company issued 286,962,422 shares of RMB ordinary shares (A shares) with par
value of RMB1 on 23 March 2012.
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23. RESERVES

The Group
Available-for-sale Statutory
Share Capital Special ~ investments surplus Total Retained
premium reserve reserve reserve  reserve fund  other reserves carnings  Total reserves
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000
Note (1)

Asat 1 January 2011 15,253,838 (8,603,796) - - 986,722 7,636,764 11,826,689 19,463,453
Revaluation of available-for-sale

financial assets = = - (687) - (687) - (687)
Reversal of over-accrued

transaction osts 3,332 - - - - 3332 - 3332
Profit for the year = = = = = = 4,271,703 4,271,703
Appropriation to reserve fund - - - - 229,908 229,908 (229,908) -
Distributions - = - - - - (676,286) (676,286)
As at 31 December 2011 15,257,170 (8,603,796) - (687) 1,216,630 7,809,317 15,192,198 23,061,515
Issue of new shares (Note 1) 2,246,621 - - - - 2,246,621 - 2,246,621
Revaluation of available-for-sale

financial assets - - - 727 - 727 - 727
Profit for the year - - - - - - 1,133,982 1,133,982
Appropriation to reserve fund - - - - 71,702 71,702 (71,702) -
Distributions - - - - - - (1,737,45)) (1,737,45))
Others - 63 1,599 - - 1,662 - 1,662
As at 31 December 2012 17,503,791 (8,603,733) 1,599 40 1,288,332 10,190,029 14,517,023 24,707,052
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23. RESERVES (continued)

The Company

Share Deficit on Other capital  Statutory surplus Total Retained Total

premium reorganisation reserve reserve fund other reserves carnings reserves

RMB’000 RMB’000 RMB000 RMB'000 RMB’000 RMB'000 RMB'000

Note (b) Note ()

Asat 1 January 2011 15,253,838 (1,617,558) 2,506 986,722 14,625,508 2,050,997 16,676,505
Reversal of over-accrued

transaction costs 3,332 - - - 3,332 - 3,332

Profit for the year - - - - - 2,716,773 716,773

Appropriation to reserve fund - - - 229,908 229, 908 (229,908) =

Distributions - - - - - (676,286) (676,286)

As at 31 December 2011 15,257,170 (1,617,558) 2,506 1,216,630 14,858,748 3,861,576 18,720,324

ssue of new shares (Note 1) 2,246,621 - - - 2,246,621 - 2,246,621

Profit for the year - - - - - 1,365,767 1,365,767

Appropriation to reserve fund - - - 71,702 71,702 (71,702) -

Distributions - - - - - (1,737,45)) (1,737,45))

As at 31 December 2012 17,503,791 (1,617,558) 2,506 1,288,332 17,177,071 3,418,186 20,595,257

(a)

(b)

()

In accordance with the relevant rules and regulations in the PRC, except for Sino-foreign equity joint venture enterprises,
all PRC companies are required to transfer 10% of their profit after taxation calculated under PRC accounting rules and
regulations to the statutory surplus reserve fund, until the accumulated total of the fund reaches 50% of their registered
capital. The statutory surplus reserve fund can only be used, upon approval by the relevant authority, to offset previous

years’ losses or to increase the capital of respective companies.

As at the date of reorganisation and formation of the joint stock holding company, retained earnings of the company-only
financial statements prepared under generally accepted accounting principles in the PRC (“PRC GAAP”) amounted to
approximately RMB1.6 billion, which mainly resulted from the Company’s share of results from its subsidiaries, associates
and jointly-controlled entities using equity method. On the conversion of the Company to a joint stock holding company,
retained earnings of RMB1.6 billion under PRC GAAP were converted into share capital. Under HKFRS, the results of
these investee companies were accounted for using cost method in the company-only financial statements and there were no
such retained earnings in the company-only financial statements available to be utilised. Such amount was therefore charged
to the capital reserve account of the Company. Considering the nature of this deficit balance, the Company will transfer
dividends declared by the investees which relate to the profits generated before the reorganisation and formation of the joint

stock holding company, to capital reserve, to the extent that the deficit balance becomes zero.

As at 31 December 2012, consolidated retained earnings included subsidiaries’ statutory surplus reserve fund attributable to

the Company, which amounted to RMB789,190,000 (2011: RMB718,138,000).
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24. BORROWINGS

The Group

As at 31 December

2012 2011
RMB’000 RMB’000
Non-current
Borrowings from banks and other financial institutions
— secured (Note (a)) 142,735 22,944
— unsecured 362,055 461,441
504,790 484,385
Corporate bonds — unsecured (Notes (a) and (b)) 595,171 594,367
Debentures — unsecured (Note (7)) 6,676,123 6,658,562
Total non-current borrowings 7,776,084 7,737,314
Current
Borrowings from banks and other financial institutions
— secured (Note (a)) 341,068 443,053
— unsecured 2,173,652 1,656,968
Total current borrowings 2,514,720 2,100,021
Total borrowings 10,290,804 9,837,335
The Company
As at 31 December
2012 2011
RMB’000 RMB’000
Non-current
Corporate bonds — unsecured (Notes (a) and (b)) 595,171 594,367
Debentures — unsecured (Note (7)) 6,676,123 6,658,562
7,271,294 7,252,929
Current
Bank borrowings — unsecured - 200,000
Total borrowings 7,271,294 7,452,929
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24. BORROWINGS (continued)

(@)

Details of the securities of the Group’s and the Company’s borrowings are as follows:

The Group

As at 31 December

2012 2011

RMB’000 RMB’000

Secured by certain assets of the Group 483,803 465,997
Guarantees given by a state-owned financial institution 595,171 594,367
Total borrowings 1,078,974 1,060,364

The Company

As at 31 December

Guarantees given by a state-owned financial institution

2012 2011
RMB’000 RMB’000
595,171 594,367

GAC Group Co., Ltd ® Annual Report 2012

193



Notes to the Consolidated Financial Statements

24. BORROWINGS (continued)

(b) The exposure of the Group’s and the Company’s borrowings to interest rate changes and the contractual

repricing dates or maturity dates whichever is earlier at the balance sheet dates are as follows:

The Group
As at 31 December

2012 2011
RMB’000 RMB’000
Within 1 year 3,019,510 2,584,406
Between 1 and 5 years 7,271,294 6,658,562
Over 5 years - 594,367
10,290,804 9,837,335

The Company

As at 31 December

2012 2011

RMB’000 RMB’000

Within 1 year — 200,000
Between 1 and 5 years 7,271,294 6,658,562
Over 5 years - 594,367
7,271,294 7,452,929
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(©)

Notes to the Consolidated Financial Statements

The maturities of the Group’s and the Company’s total borrowings at respective balance sheet dates are set

out as follows:

The Group

As at 31 December

2012 2011
RMB’000 RMB’000
Within 1 year 2,514,720 2,100,021
Between 1 and 2 years 6,676,122 127,944
Between 2 and 5 years 1,087,227 7,015,003
Over 5 years 12,735 594,367
10,290,804 9,837,335

The Company

As at 31 December

2012 2011
RMB’000 RMB’000
Within 1 year - 200,000
Between 1 and 2 years 6,676,123 -
Between 2 and 5 years 595,171 6,658,562
Over 5 years - 594,367
7,271,294 7,452,929
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24. BORROWINGS (continued)

(d)  The carrying amounts of the Group’s borrowings are denominated in the following currencies:

The Group
As at 31 December

2012 2011
RMB’000 RMB’000
RMB 9,904,261 9,449,135
USD 362,622 388,200
HKD 12,735 -
EUR 11,186 —
10,290,804 9,837,335

All the Company’s borrowings are denominated in RMB.
(e)  The weighted average effective interest rates at the respective balance sheet dates are set out as follows:
The Group

As at 31 December

2012 2011

Borrowings from banks and other financial institutions
— RMB 5.76% 5.50%
— USD 6.00% 5.98%
— HKD 2.23% -
— EUR 2.90% -
Corporate bonds (RMB) 6.21% 6.21%
Debentures (RMB) 4.02% 4.02%

The Company

As at 31 December

2012 2011
Bank borrowings (RMB) - 3.60%
Corporate bonds (RMB) 6.21% 6.21%
Debentures (RMB) 4.02% 4.02%
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O

Notes to the Consolidated Financial Statements

The carrying amounts of current borrowings approximate their fair values. The carrying value and fair value of

non-current borrowings are set out as follows:

The Group

As at 31 December

2012 2011

RMB’000 RMB’000

Carrying amount 7,776,085 7,737,314
Fair value 7,777,609 7,748,999

The Company

As at 31 December

2012 2011

RMB’000 RMB’000

Carrying amount 7,271,294 7,252,929
Fair value 7,276,338 7,274,912

The fair values of current borrowings equal their carrying amounts, as the impact of discounting is not

significant. The fair values are based on cash flows discounted using a rate based on the borrowing rate of

6.4% (2011: 6.65%).
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24. BORROWINGS (continued)

()

(i)

GAC Group Co., Ltd * Annual Report 2012

At each balance sheet date, the Group and the Company had the following undrawn borrowing facilities:

The Group

As at 31 December

2012 2011
RMB’000 RMB’000

Floating rate
— Expiring within 1 year 8,688,104 6,125,521
— Expiring beyond 1 year 1,221,638 839,869
9,909,742 6,965,390

The Company

As at 31 December

2012 2011
RMB’000 RMB’000

Floating rate
— Expiring within 1 year 2,300,000 2,300,000

In December 2007, the Company issued corporate bonds with par value of RMB600,000,000 at the weighted

average effective interest rate of 6.21% per annum. The related interest is payable on an annual basis. These

corporate bonds will be fully redeemed at par in November 2017, and are guaranteed by China Development

Bank, a state-owned financial institution, and will be used to finance projects related to passenger vehicles.

The guarantee provided by China Development Bank will not be released until the full redemption of

corporate bonds.

On 10 April 2009 and 27 April 2009, the Company issued debentures with principals of RMB3.3 billion and
RMB3.4 billion which bore weighted average effective interest rate of 4.02% respectively. The related interest

is payable on an annual basis. These debentures will be fully redeemed at par in April 2014.
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25. GOVERNMENT GRANTS

The Group

Year ended 31 December

2012 2011

RMB’000 RMB’000

Opening book amount 353,083 241,968
Additions 187,796 141,045
Amortisation (33,093) (29,930)
End of the year 507,786 353,083

The Company

Year ended 31 December

2012 2011

RMB’000 RMB’000

Beginning of the year 192,008 64,548
Additions 43,402 141,045
Amortisation (16,484) (13,585)
End of the year 218,926 192,008
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26. TRADE AND OTHER PAYABLES

The Group

Notes to the Consolidated Financial Statements

As at 31 December

2012 2011

RMB’000 RMB’000
Trade payables (Note (a)) 2,817,243 1,850,408
Notes payable 1,110,902 677,860
Advances from customers 398,296 335,058
Employee benefits payable 335,440 226,577
Other taxes (Note (c)) 119,166 76,011
Commission fee payables 18,038 36,075
Interest payable 192,105 186,833
Other payables 1,403,080 770,807

6,394,270 4,159,629
Less: non-current portion of trade and other payables (18,530) (90,733)
Current portion 6,375,740 4,068,896
The Company

As at 31 December
2012 2011

RMB’000 RMB’000
Trade payables 20,961 24,144
Employee benefits payable 80,002 45,906
Other taxes (Note (c)) 6,201 4,356
Commission fee payable 18,038 36,075
Interest payable 175,254 175,254
Other payables 432,334 165,286
Amounts due to subsidiaries (Note (d) and Note 40(b)) 7,382,054 45,394

8,114,844 496,415
Less: non-current portion of trade and other payables (18,299) (90,218)
Current portion 8,096,545 406,197
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(@)

Notes to the Consolidated Financial Statements

As at 31 December 2012 and 2011, the ageing analysis of the Group’s trade payables is as follows:

The Group

As at 31 December

2012 2011

RMB’000 RMB’000

Within 1 year 2,771,967 1,823,937
Between 1 and 2 years 37,959 20,151
Between 2 and 3 years 3,612 2,701
Over 3 years 3,705 3,619
2,817,243 1,850,408

The Company

As at 31 December

2012 2011

RMB’000 RMB’000

Within 1 year 9,784 24,144
Between 1 and 2 years 11,177 -
20,961 24,144
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26. TRADE AND OTHER PAYABLES (continued)

(b)  The carrying amounts of the Group’s trade and other payables are denominated in the following currencies:

The Group
As at 31 December

2012 2011
RMB’000 RMB’000
RMB 6,300,219 3,950,544
HKD 93,785 91,518
USD 266 =
EUR - 117,567
6,394,270 4,195,629

All the Company’s trade and other payables are denominated in RMB.

(c)  Balances of other taxes include value-added tax payables, business tax payables, consumption tax payables and

other taxes payable.

(d) The amounts due to subsidiaries are unsecured, interest free, denominated in RMB and repayable on demand.
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27. EXPENSES BY NATURE

28.

Year ended 31 December

2012 2011
RMB’000 RMB’000
Auditors’ remuneration 6,443 7,232
Depreciation and amortisation charges (Notes 7, 8, 9 and 10) 667,611 489,746
Impairment charges (Notes 7 and 8) - 5,595
Impairment of inventories 21,413 21,130
Reversal of impairment loss of trade and other receivables (10,930) (24,288)
Employee benefit expenses (Note 28) 1,609,486 1,075,552
Changes in inventories of finished goods and work-in-progress 286,719 151,006
Raw materials, goods and consumables used 10,427,179 9,163,943
Sales tax and levies 411,510 218,959
Transportation 85,227 113,022
Advertising and promotion 524,852 481,788
Warranty expenses 43,252 37,076
Research costs 138,816 149,126
Amortisation of government grants (33,093) (29,930)
Operating lease expenses 50,348 43,459
Other expenses 192,052 462,164
Total cost of sales, selling and distribution costs
and administrative expenses 14,420,885 12,365,580

EMPLOYEE BENEFIT EXPENSES

Year ended 31 December

2012 2011

RMB’000 RMB’000

Wages and salaries 1,225,238 814,429
Pension scheme and other social security costs (Note (a)) 174,088 110,630
Housing benefits (Noze (b)) 82,391 54,361
Welfare, medical and other expenses 127,769 96,132
1,609,486 1,075,552
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28. EMPLOYEE BENEFIT EXPENSES (continued)

(@) The Group’s employees in the PRC are covered by certain defined contribution pension schemes regulated by
relevant municipal and provincial governments in the PRC, pursuant to which the municipal and provincial
governments undertake to assume the retirement benefit obligations payable to all existing and retired

employees. The contributions to the scheme are expensed as incurred.

(b) The Group’s contributions to the defined contribution housing fund scheme administered by a government
agency are determined at a certain percentage of the salaries of the employees. The contributions to the
scheme are expensed as incurred.

(c) Directors’ and senior management’s emoluments
The remuneration of every Director and Supervisor for the year ended 31 December 2012 is set out below:

Basic salaries,

housing

allowances, other

allowances and Contributions to Discretionary
Name Fees benefits-in-kind pension plans bonuses Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Name of director:
Zhang Fangyou (Chairman) - - - - -
Zeng Qinghong - 466 144 405 1,015
Yuan Zhongrong - 437 143 381 961
Fu shoujie - 537 43 382 962
Liu Huilian - 439 141 382 962
Lu Sa - 437 143 384 964
Wei Xiaoqin - 459 121 382 962
Li Tun - 1,138 56 428 1,622
Li Pingyi - - - - -
Ding Hongxiang - - - - -
Wu Gaogui - 100 - - 100
Ma Guohua - 100 - - 100
Xiang Bing - 100 - - 100
Luo Yuqun - 100 - - 100
Li Zhengxi - 100 - - 100
Name of supervisor:
Gao Fusheng - - - - -
Huang Zhiyong - - - - -
He Yuan - - - - -
He Jinpei - 314 103 353 770
Ye Ruiqi - 198 93 233 524
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28. EMPLOYEE BENEFIT EXPENSES (continued)

(©)

(d

Directors’ and senior management’s emoluments (continued)

The remuneration of every Director and Supervisor for the year ended 31 December 2011 is set out below:

Basic salaries,
housing

allowances, other

allowances and ~ Contributions to Discretionary
Name Fees  benefits-in-kind pension plans bonuses Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Name of director:
Zhang Fangyou (Chairman) - - - - -
Zeng Qinghong - 567 93 629 1,289
Wei Xiaoqin - - - - -
Li Tun - 1,132 51 - 1,183
Liu Huilian - 482 93 524 1,099
Yuan Zhongrong - 539 93 592 1,224
Fu Shoujie - - - - -
Wang Songlin - - - - -
Lu Sa - 539 93 596 1,228
Li Pingyi - - - - -
Wu Gaogui - 100 - - 100
Ma Guohua - 100 - - 100
Xiang Bing - 100 - - 100
Luo Yuqun - 100 - - 100
Li Zhengxi - 100 - - 100
Name of supervisor:
Gao Fusheng - - - - -
Huang Zhiyong - - - - -
He Yuan - - - - -
He Jinpei - 358 93 84 535
Ye Ruiqi - 478 93 128 699

Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for the year include 5 directors and

supervisors (2011: 5) whose emoluments are reflected in the analysis presented above.
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29. OTHER GAINS - NET

Year ended 31 December

2012 2011

RMB’000 RMB’000

Net foreign exchange losses 5,821 16,746
Gain on disposal of property, plant and equipment and land use rights (5,181) (5,266)
Donations 74,850 140,447
Loss on disposal of subsidiaries and associates 792 1,335
Government grants (104,961) (993,103)
Others 15,814 (447)
(12,865) (840,288)

30. INTEREST INCOME

Interest income recognised in the consolidated statement of comprehensive income is as follows:

Year ended 31 December

2012 2011

RMB’000 RMB’000

Interest income from time deposits 279,795 316,222
Interest income from restricted cash, cash and cash equivalents 55,891 57,879
335,686 374,101

31. FINANCE COSTS

Year ended 31 December

2012 2011

RMB’000 RMB’000

Interest expense 560,522 439,256
Interest capitalised in qualifying assets (32,614) (4,042)
Net foreign exchange loss/(gain) on financing activities 736 (20,470)
528,644 414,744
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32. TAXATION

(a) Income tax credit

Year ended 31 December

2012 2011
RMB’000 RMB’000

Current income tax:
— Hong Kong profits tax - —
— PRC enterprise income tax 222,764 81,423
222,764 81,423
Deferred tax (Note 14) (287,550) (191,337)
(64,786) (109,914)

The difference between the actual income tax credit in the consolidated statement of comprehensive income
and the amounts which would result from applying the enacted tax rate to profit before income tax can be

reconciled as follows:

Year ended 31 December

2012 2011
RMB’000 RMB’000
Profit before income tax 999,974 4,056,986
Tax calculated at domestic tax rates applicable to profits
in the respective countries 257,475 989,689
Effect of tax holiday (Note (7)) - (3,942)
Share of profit of jointly-controlled entities and associates (659,273) (1,159,662)
Income not subject to tax (16,675) (8,455)
Expenses not deductible for tax purposes 37,662 662
Utilisation of previously unrecognised tax losses (21,206) (34,973)
Tax losses for which no deferred income tax asset was recognised 240,846 106,767
Other — income tax related to restructuring of GAC Changfeng 96,385 -
Income tax credit (64,786) (109,914)
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32. TAXATION (continued)

(a) Income tax credit (continued)

(1) All the group companies incorporated in Mainland China are subject to Mainland China Corporate Income Tax
(“CIT”), which has been calculated on the estimated assessable profits for the year at a rate of 25%, except for
enterprises which were established before the publication of the CIT Law on 16 March 2007 and were entitled to
preferential treatments of reduced tax rates granted by the relevant authorities. Enterprises that were entitled to
exemptions or reductions from the standard income tax rate for a fixed term may continue to enjoy such treatment
until the fixed term expires. According to the CIT law, the corporate income tax rate will gradually increase to 25%
within 5 years. For enterprises that enjoyed a reduced income tax rate of 15%, the tax rate was 18% for 2008, 20%

for 2009, 22% for 2010, 24% for 2011 and 25% for 2012.

Details of the tax rates applicable to the Company and its major jointly-controlled entities are listed as below:

2012 2011
The Company 25% 25%
GAC Honda Motor Co., Ltd. 25% 24%
GAC Toyota Motor Co., Ltd. 25% 24%

Certain subsidiaries are subject to Hong Kong profits tax, which has been provided at the rate of 16.5% (2011:
16.5%) on the estimated assessable profits for the year ended 31 December 2012.

(b) Consumption tax (“CT”) and business tax (“BT”)

Certain companies within the Group are subject to CT at rates ranging from 3% to 25% for the sales of

passenger vehicles and commercial vehicles.

In addition, the Group is also subject to BT at the rate of 5% for service fee income received and receivable.
(c) Value-added tax (“VAT”)

The sales of products are normally subject to output VAT at 17% which is included in the selling price. An

input credit is available whereby input VAT previously paid on purchases of raw materials or semi-finished

products can be used to offset output VAT to determine net VAT payable.
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TAXATION (continued)
(d) Land appreciation tax (“LAT”)

As at 31 December 2012, the Group was in the process of applying for an exemption of LAT from the
relevant tax authorities regarding land disposal transactions in the re-organisation of GAC Changfeng. The
exemption is subject to the final approval by the State Administration of Taxation (“SAT”). According to the
current status of approval and the communication with the relevant tax authorities, the directors are of the
opinion that the application for granting such exemption is in compliance with the relevant taxation policies
prevailing in the PRC. The Company is currently applying for such approval from the SAT. Accordingly,
the management has not recognised LAT provision arising from this transaction. Should the aforementioned
application be not approved by the SAT, the Group would need to pay and recognise the provision in the

consolidated statement of comprehensive income in the year when such application could not be obtained.

OTHER COMPREHENSIVE INCOME/(LOSS) - NET OF TAX

Year ended 31 December

2012 2011
RMB’000 RMB’000
Change in fair value of available-for-sale financial assets — net of tax 1,211 (1,145)

PROFIT ATTRIBUTABLE TO EQUITY HOLDERS OF THE COMPANY

The profit attributable to equity holders of the Company is dealt with in the financial statements of the Company
to the extent of RMB1,365,767,000 (2011: RMB2,716,773,000).
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35.

36.

EARNINGS PER SHARE

Basic earnings per share is calculated by dividing the consolidated profit attributable to equity holders of the

Company by the weighted average number of ordinary shares in issue during the year.

Year ended 31 December

2012 2011

RMB’000 RMB’000

Profit attributable to equity holders of the Company 1,133,982 4,271,703
Weighted average number of ordinary shares in issue (thousands) 6,363,279 6,148,057
Basic earnings per share (RMB per share) 0.18 0.69

As there were no potential dilutive ordinary shares during 2012 and 2011, diluted earnings per share was equal to

basic earnings per share.

DIVIDENDS

Dividends paid in 2012 and 2011 were RMB1,737,455,000 and RMB676,286,000 respectively. A final dividend
in respect of the year ended 31 December 2012 of RMBO0.02 per ordinary share, amounting to a total dividend
of approximately RMB128,700,000 is to be proposed at the forthcoming annual general meeting. These financial
statements do not reflect this dividend payable.

Year ended 31 December

2012 2011

RMB’000 RMB’000

Interim dividend paid of RMBO0.07 (2011: nil) per ordinary share 450,451 -
Proposed final dividend of RMB0.02 (2011: RMBO0.20) per ordinary share 128,700 1,287,004
579,151 1,287,004
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37. NOTE TO CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 December

2012 2011
RMB’000 RMB’000
Profit for the year 1,064,760 4,166,900
Adjustments for:
— Income tax credit (Note 32) (64,786) (109,914)
— Depreciation (Notes 8 and 9) 408,682 316,606
— Amortisation (Notes 7 and 10) 258,929 173,140
— Amortisation of government grants (33,093) (29,930)
— Impairment provision - 5,595
— Gain on disposal of property, plant and equipment and land use rights (5,181) (5,266)
— Interest income (Note 30) (335,686) (374,101)
— Finance costs (Note 31) 528,644 414,744
— Loss on disposal of associates and subsidiaries 792 1,335
— Foreign exchange (gain)/loss on cash and cash equivalents (11,390) 41,409
— Fair value losses on financial assets at fair value through profit or loss 40 446
— Share of profit of jointly-controlled entities and associates (Note 12) (2,637,092) (4,638,648)
— Negative goodwill (Note 39(b)) (4,521) =
Changes in working capital (excluding the effects of acquisition and
exchange differences on consolidation):
— Inventories 325,541 1,885
— Trade and other receivables (101,025) (320,634)
— Restricted cash (44,390) (1,813)
— Trade and other payables 1,357,142 (104,982)
— Provisions 18,046 3,541
Cash generated from/(used in) operations 725,412 (459,687)
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Notes to the Consolidated Financial Statements

38. COMMITMENTS

(a) Capital commitments

The Group’s capital commitments as at each of the balance sheet dates during the year are as follows:

As at 31 December

2012 2011
RMB’000 RMB’000

Property, plant and equipment
— Contracted but not provided for 177,102 319,712
— Authorised but not contracted for 204,601 704,249
381,703 1,023,961

Investments

— Contracted but not provided for (Note (7)) 81,997 -
463,700 1,023,961

(1) On 20 December 2012, the Board of Directors of Guangzhou Automobile Group Component Co., Ltd., a
subsidiary of the Company, approved an additional capital contribution of RMB118,330,000 to Hangzhou IVECO
Automobile Transmission Technology Co., Ltd., a jointly-controlled entity of the Group, which will be paid in three
instalments. During the year, the first instalment of RMB36,333,333 was paid, and the remaining two instalments
totaling RMB81,996,667 is expected to be paid as scheduled.

(b) Operating lease commitments

The Group’s future aggregate minimum lease payments under non-cancellable operating leases are as follows:

As at 31 December

2012 2011

RMB’000 RMB’000

Within 1 year 32,934 31,483
Between 1 and 5 years 131,495 127,487
Over 5 years 257,059 273,768
421,488 432,738
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Notes to the Consolidated Financial Statements

39. BUSINESS COMBINATION

(a)

Acquisition of GAC Changfeng

Following the acquisition of GAC Changfeng as detailed in Note 1, the Company underwent a restructuring

of its original business after the GAC Changfeng Acquisition Date. The original business of GAC Changfeng

comprised three businesses namely Changfeng Business, GAC Mitsubishi Business and the Remaining

Business.

1

2)

3)

“Changfeng Business”: It comprised business relating to certain major vehicle models and two
subsidiaries to be sold to Changfeng Group. The Company managed to complete the sale of the former
and de-recognise majority of Changfeng Business at a consideration of approximately RMB780,024,000
as at GAC Changfeng Acquisition Date. A major portion of these two subsidiaries was sold to
Changfeng Group subsequent to GAC Changfeng Acquisition Date at a consideration of approximately
RMB404,020,000. There was no significant gain or loss recorded for this sales transaction. As at 31
December 2012, the Company had no plan to disposal of the remaining equity interests held which has

been accounted for as investment in an associate.

“GAC Mitsubishi Business”: Pursuant to the relevant agreements and the actual operations of this
business, the Company is of the opinion that GAC Mitsubishi Business has been jointly controlled by
the Company and Mitsubishi Corporation from GAC Changfeng Acquisition Date. Accordingly, the
addition of the Company’s equity interests in GAC Mitsubishi Business was accounted for as a step
acquisition, i.e., the Company’s equity interests in GAC Mitsubishi Business was increased by 21%
from 29% (percentage of the Company’s previously held interest in GAC Changfeng prior to GAC
Changfeng Acquisition Date) to 50% (percentage of the Company’s equity interests in GAC Mitsubishi
as at 31 December 2012).

“Remaining Business”: the Company is of the opinion that, the acquisition of the Remaining Business
and two subsidiaries sold to Changfeng Group (note (1)) subsequent to GAC Changfeng Acquisition
Date (collectively, “Acquired Business”) satisfied the definition of Business Combination, and thus
should be accounted for in accordance with the accounting policy of Business Combination. The
consideration for acquisition of the Acquired Business amounted to approximately RMB215,655,000.
There was no significant difference between the fair value and the carrying value of the Group’s 29%
equity interests in the Acquired Business and, hence, no revaluation gain or loss over the relevant equity

investment was recognised in the financial statements.
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Notes to the Consolidated Financial Statements

39. BUSINESS COMBINATION (continued)

(a) Acquisition of GAC Changfeng (continued)

Note RMB’000

Carrying value of 29% previously held equity interest in
GAC Changfeng as at GAC Changfeng Acquisition Date 1,004,816
Cash paid for acquisition of 36.57% equity interests in GAC Changfeng 2,409,410

Fair value of new shares issued for acquisition of 34.43%
equity interests in GAC Changfeng () 2,608,488
6,022,714

Less:

50% equity interests in GAC Mitsubishi Business (3,635,035)
Consideration paid on behalf of Changfeng Group and Mitsubishi Corporation (2,172,024)
Consideration for acquisition of the Acquired Business 215,655

As at GAC Changfeng Acquisition Date, the recognised amounts of identifiable assets acquired and liabilities

assumed of the Acquired Business are as follows:

Note

Cash and cash equivalents 82,901
Restricted cash 114,776
Inventories 158,851
Trade and other receivables (i) 216,612
Assets held for sale 1,155,769
Investments in associates 29,524
Property, plant and equipment (Noze 8) 482,241
Intangible assets (Note 10) 315,021
Land use rights (Note 7) 45,323
Deferred income tax assets 32,163
Trade and other payables (645,316)
Borrowings (1,159,519)
Liabilities held for sale (484,148)
Deferred income tax liabilities (67,411)
Total identifiable net assets 276,787
Non-controlling interest (iii) (61,132)

215,655
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Notes to the Consolidated Financial Statements

39. BUSINESS COMBINATION (continued)

(a)

(b)

Acquisition of GAC Changfeng (continued)

@@

(ii)

(iii)

(iv)

)

The fair value of the Company’s newly issued 286,962,422 RMB ordinary shares as part of the consideration
amounting to approximately RMB2,608,488,416 was determined based on the share issue price of RMB9.09 per

share.

The fair value of trade and other receivables was RMB216,612,000 and includes trade receivables with a fair value of
RMB27,518,000.

The fair value of the non-controlling interests in the Acquired Business was estimated based on the fair value of the

Acquired Business’s identifiable net assets as at GAC Changfeng Acquisition Date.

Amongst the acquisition-related costs, approximately RMB74,905,000 of which related to issuance of new shares and

has been deducted from share premium.

The revenue of the Acquired Business included in the consolidated statement of comprehensive income since GAC
Changfeng Acquisition Date was approximately RMB226,099,000. The Acquired Business had contributed a loss of
RMB247,948,000 during the same period.

Had the Acquired Business been consolidated from 1 January 2012, the Group’s consolidated statement of
comprehensive income would have recorded a pro-forma revenue of approximately RMB13,682,143,000 and profit
of approximately RMB897,932,000.

Acquisition of additional equity interests in two jointly-controlled entitites

During the year, the Group acquired 50% additional equity interests (previously held interest: 50%) of

Changsha GAC Changyao Auto Sales Co., Ltd. The excess of the cost of acquisition over the fair value of the

Group’s share of the identified net assets acquired was RMB1,324,000, which has been recorded as goodwill.

During the year, the Group acquired 50% additional equity interests (previously held interest: 50%) of

Hunan GAC Shunjie Logisitics Co., Ltd. The cost of acquisition was less than the fair value of the Group’s

share of the identified net assets acquired by RMB4,521,000, which has been recognised as Other gains — net

in the consolidated statement of comprehensive income.
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Notes to the Consolidated Financial Statements

40. RELATED PARTY TRANSACTIONS

Related parties are those parties that have the ability to control the other party or exercise significant influence in
making financial and operating decisions. Parties are also considered to be related if they are subject to common

control. The Group is subject to the control of the PRC Government.

In accordance with HKAS 24 “Related Party Disclosures”, other state-owned enterprises and their subsidiaries,
directly or indirectly controlled by the PRC Government (“State-owned Enterprises”) are regarded as related parties
of the Group.

In addition to the related party information shown elsewhere in the consolidated financial statements, the following
is a summary of significant related party transactions entered into in the ordinary and usual course of business and

balances between the Group and its related parties, during the year.

These transactions were conducted in the ordinary and usual course of business in accordance with terms agreed

between the Group and its related parties.
(a) Significant related party transactions

Year ended 31 December

2012 2011
RMB’000 RMB’000
Sales of goods
Sales of auto parts and steels
— Jointly-controlled entities 52,563 6,691
— Associates 435,163 586,158
487,726 592,849
Sales of passenger vehicles
— Jointly-controlled entities 4,276 8,067
492,002 600,916
Rendering of labour services
— Jointly-controlled entities 308,095 261,142
— Associates 350,483 371,177
658,578 632,319
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40. RELATED PARTY TRANSACTIONS (continued)

(a)

Notes to the Consolidated Financial Statements

Significant related party transactions (continued)

Year ended 31 December

2012 2011
RMB’000 RMB’000
Purchases of goods
Purchases of auto parts and materials
— Jointly-controlled entities 264,989 293,945
— Associates 176,209 88,568
441,198 382,513
Purchases of passenger vehicles
— Jointly-controlled entities 2,750,002 3,589,293
3,191,200 3,971,806
Payment for logistics services
— Jointly-controlled entities 27,303 19,105
— Associates 4,394 904
31,697 20,009
Purchases of trademarks
— Guangzhou Automobile Industry Group Co., Ltd.
(“GAIGC”) — intermediate holding company - 30,960
Sales of insurance contracts to related parties
— Jointly-controlled entities 22,975 5,939
— Associates 4,089 1,282
27,064 7,221
Provision of entrusted loans to related parties
— Jointly-controlled entities 55,000 =
— Associates 38,400 =
93,400 -
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40. RELATED PARTY TRANSACTIONS (continued)

(a) Significant related party transactions (continued)

Year ended 31 December

2012 2011
RMB’000 RMB’000
Repayment of entrusted loans from related parties
— Associates 40,800 =
Entrusted loans provided by related parties
— Associates 55,400 62,000
— GAIGC - 150,000
55,400 212,000
Repayment of entrusted loans to related parties
— Associates 62,000 -
Borrowings provided by related parties
— Jointly-controlled entities 345,673 170,736
Repayment of borrowings from related parties
— Jointly-controlled entities 224,172 154,797
Acquisition of equity shares of Wuyang-Honda Motors
(Guangzhou) Co., Ltd
— Subsidiary of GAIGC 27,650 444,765

Disposal of investments to related parties

During the year, the Group disposed of a wholly-owned subsidiary with a net liability value of
RMB25,266,000 to a subsidiary controlled by GAIGC at a consideration of RMB100.

During the year, the Group disposed of a subsidiary with a net asset value of RMB2,533,000 to GAIGC at a
consideration of RMB2,422,000.
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Notes to the Consolidated Financial Statements

40. RELATED PARTY TRANSACTIONS (continued)
(b) Significant balances with related parties
The Group

As at 31 December

2012 2011
RMB’000 RMB’000
Trade receivables
— Jointly-controlled entities 340,848 14,021
— Associates 31,934 36,939
372,782 50,960
Other receivables and prepayments
— Jointly-controlled entities 142,417 154,512
— Associates 76,560 12,314
218,977 166,826
Dividends receivable from
— Jointly-controlled entities 950,952 818,887
— Associates 31,378 55,204
982,330 874,091
Entrusted loans due from
— Jointly-controlled entities 55,000 =
— Associates 21,600 24,000
76,600 24,000
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40. RELATED PARTY TRANSACTIONS (continued)

(b) Significant balances with related parties (continued)

The Group (continued)

Notes to the Consolidated Financial Statements

As at 31 December

2012 2011
RMB’000 RMB’000
Trade payables
— Jointly-controlled entities 687,641 40,837
— Associates 81,594 15,232
769,235 56,069
Advances from customers and other payables due to
— Jointly-controlled entities 104,356 —
— Associates 14,787 77,190
119,143 77,190
Notes payable
— Jointly-controlled entities 169,847 214,467
Short-term borrowings
— a Jointly-controlled entity (Noze 24) 137,439 15,939
Entrusted loans due to
— Associates 55,400 62,000
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40. RELATED PARTY TRANSACTIONS (continued)

(b) Significant balances with related parties (continued)

The Company

As at 31 December

2012 2011
RMB’000 RMB’000
Other receivables
— Subsidiaries 53,933 13,800
Dividends receivable from
— Subsidiaries 247,960 -
— Associates 21,465 19,138
269,425 19,138
Entrusted loans due from
— Subsidiaries 700,000 950,000
— Jointly-controlled entities 55,000 =
755,000 950,000
As at 31 December
2012 2011
RMB’000 RMB’000
Other payables due to
— Subsidiaries 7,382,054 45,394

(i)  There was no provision for impairment of receivables from related parties for the year.

(i)  Borrowings from a jointly-controlled entity, which is a financial institution, are interest bearing (Note

24). Other balances with related parties are unsecured, interest free and repayable on demand.
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40. RELATED PARTY TRANSACTIONS (continued)

(c)

(d)

Key management compensation

Year ended 31 December

2012 2011
RMB’000 RMB’000
Salaries and other short-term employee benefits 20,975 17,485

Transactions and balances with other state-owned enterprises in the PRC.

The Group operates in an economic environment predominated by State-owned Enterprises. During the year,
the Group had transactions with State-owned Enterprises including, but not limited to, sales of automobiles

and other automotive components and purchases of raw materials and automotive parts and components.

For the purpose of related party transactions disclosure, the Group has in place procedures to assist the
identification of the immediate ownership structure of its customers and suppliers as to whether they are
State-owned Enterprises. However, many State-owned Enterprises have multi-layered corporate structure and

the ownership structures change over time as a result of transfers and privatisation programs.

Nevertheless, the Directors consider that transactions with other State-owned Enterprises are activities in
the ordinary course of the Group’s business, and that the dealings of the Group have not been significantly
or unduly affected by the fact that the Group and other State-owned Enterprises are ultimately controlled or
owned by the PRC Government. The Group has also established pricing policies for products and services,
and such pricing policies do not depend on whether or not the customers are State-owned Enterprises.
Having due regard to the substance of the relationships, the Directors are of the opinion that none of these
transactions are material related party transactions that require separate disclosure except for the transactions

with state-owned financial institutions as disclosed below.

()  Balances with state-owned financial institutions
As at 31 December 2012 and 2011, majority part of the Group’s bank balances and borrowings were
deposited in or financed from various state-owned financial institutions. The Directors are of opinion
that such transactions were conducted in the ordinary course of business and in accordance with normal
commercial terms.

(ii))  Guarantees given by State-owned Enterprises

As at 31 December 2012 and 2011, information of borrowings secured by guarantees given by a state-

owned financial institution is presented in Note 24(a).
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42.

43.

Notes to the Consolidated Financial Statements

SHARE APPRECIATION RIGHTS SCHEME

In the extraordinary general meeting held on 29 February 2012, the shareholders resolved to grant 35,850,000 Share
Appreciation Rights (“SAR”) to the Company’s directors, senior management and key technical and managerial
personnel (“Incentive Recipents”). Pursuant to the Scheme, each unit of SAR is notionally linked to one H Share
and represents the rights conferred on the relevant Incentive Recipients to receive in cash stipulated earnings from
the increase in market value of the relevant H share. However, no H Shares will actually be issued to any Incentive
Recipients. The SARs will have an exercise period of five years from the date of grant. After the second, third and
fourth anniversary of the date of grant, each one third of the SARs will become exercisable. The Directors are
of the opinion that there is significant uncertainty over the performance during exercise period. Accordingly no

corresponding staff cost was recognised during 2012.

CONTINGENT LIABILITIES

As at 31 December 2012, there were no financial guarantees provided by the Company to subsidiaries within the
Group (2011: RMB12,000,000).

As at 31 December 2012, the financial guarantees provided to third party outside the Group by the Group
amounted to appropriately RMB7,367,000 (2011: nil).

It is expected that the financial guarantees provided by the Group will not lead to any significant liabilities.

SUBSEQUENT EVENTS

() On 28 January 2013, the Board of Directors approved to increase capital contribution of RMB300,000,000,
which represented its 50% proportional share of investments in GAC Fiat Automobile Co., Ltd. The capital

increase is for the purpose of launching new products and the increase in production capacity.

(b) On 21 January 2013, the Company was approved by China Securities Regulatory Commission to publicly
issue domestic corporate bonds for amounts not exceeding RMB6,000,000,000.

On 20 March 2013, the Company issued five-year corporate bonds to public investors by internet trading
and also issued five-year and ten-year corporate bonds to institutional investors from 20 to 22 March 2013

totalling RMB4,000,000,000.
() On 12 March 2013, the Board of Directors approved to contribute RMB1,000,000,000 to set up GAC

Capital Co., Ltd. The business scope of this newly set-up company will include investment, investment

management and investment consultation.
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Five-Year Financial Summary

A summary of the published financial results and assets, liabilities and non-controlling interests of the Group for the last

five financial years, as extracted from the audited financial statements of the Group, is set out below:

Year ended 31 December
2012 2011 2010 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Revenue 12,963,860 10,984,273 8,742,344 7,056,565 6,931,194
Cost of sales (12,273,586) (10,559,896) (7,999,290) (6,592,207) (6,492,821)
Gross profit 690,274 424,377 743,054 464,358 438,373

Selling and distribution costs (814,760) (589,242) (325,572) (147,820) (179,458)
Administrative expenses (1,332,539) (1,216,442) (516,308) (860,066) (685,287)
Interest income 279,795 316,222 209,666 137,014 153,128

Other gains/(losses) — net 12,865 840,288 57,844 (445,324) 22,065

Operating (loss)/profit (1,164,365) (224,797) 168,684 (851,838) (251,179)
Finance costs (528,644) (414,744) (362,288) (324,858) (198,667)
Interest income 55,891 57,879 24,986 25,078 28,027

Share of profit of jointly-controlled

entities and associates 2,637,092 4,638,648 5,690,212 4,391,087 3,324,217

Profit before income tax 999,974 4,056,986 5,521,594 3,239,469 2,902,398

Income tax credit/(expense) 64,786 109,914 (1,675) 11,099 (45,977)
Profit for the year 1,064,760 4,166,900 5,519,919 3,250,568 2,856,421

Profit attributable to:

Equity holders of the Company 1,133,982 4,271,703 4,295,099 2,031,800 1,566,814

Non-controlling interests (69,222) (104,803) 1,224,820 1,218,768 1,289,607
1,064,760 4,166,900 5,519,919 3,250,568 2,856,421

As at 31 December
2012 2011 2010 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Assets, liabilities and non-controlling

interests

Total assets 49,433,949 44,611,887 38,519,860 32,769,333 23,358,610
Total liabilities 17,370,118 14,426,263 12,675,763 11,327,225 4,542,369
Non-controlling interests 921,760 976,052 232,587 8,382,369 7,407,592
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