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Financial Highlights

RESULTS SUMMARY
(For the year ended 31 December 2016)

(RMB’000) 2016 2015 2014 2013 2012
Revenue and profit:
Revenue 33,007,917 34,350,511 33,960,290 37,262,006 31,252,572
Profit before taxation 1,797,895 1,555,792 1,825,396 1,945,055 1,448,543
Profit after taxation* 1,287,972 1,683,491 1,258,394 1,676,495 1,266,241
Profit attributable to:
Owners of the Company 806,066 1,212,308 642,026 1,028,670 969,839
Non-controlling interests 481,906 471,183 616,368 647,825 295,539
Basic earnings per share attributable to
owners of the Company (RMB) 0.67 1.08 0.55 0.90 0.85
Diluted earnings per share attributable to
owners of the Company (RMB) 0.41 0.62 0.34 0.54 0.51
Dividends per share attributable to the
owners of the Company (RMB) 0.10 0.20 0.10 - -
* Profit after taxation includes profit/(loss) from discontinued operations.
ASSETS SUMMARY
(As at 31 December 2016, consolidated)
(RMB’000) 2016 2015 2014 2013 2012
Total assets 64,780,737 64,626,108 57,807,672 50,863,909 48,713,280 _
Total liabilities 39,414,224 40,284,992 39,389,575 37,063,464 31,564,512
Total equity 25,366,513 24,341,116 18,418,097 13,800,445 12,148,768
Equity attributable to owners
of the Company 12,039,247 11,539,763 9,648,260 8,824,929 7,838,847
Non-controlling interests 13,327,266 12,801,353 8,769,837 4,975,516 4,309,921
Basic net assets per share attributable to
owners of the Company (RMB) 10.32 9.90 8.69 7.94 7.06
Diluted net assets per share attributable to
owners of the Company (RVMB) (9 P 5.86 5.05 4.61 4.10
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Chairman’s Statement

It is my honor to present the 2016 annual report of AVIC International Holdings Limited (the “Company”) on behalf
of the board of directors of the Company, to the shareholders, business partners and supporters of the Company
and its subsidiaries (together the “Group”).

During the year, the Group recorded consolidated revenue of approximately RMB33,007,917,000, representing
a decrease of approximately 5.75% over the previous year of RMB35,021,139,000 (including the revenue of the
discontinued operations). The profit attributable to owners of the Company was approximately RMB806,066,000,
representing a decrease of approximately 33.51% over the previous year of RMB1,212,308,000.

2016 was a year when global macro-economy had been experiencing a complex situation and aggravating
uncertainties. Fluctuation in exchange rates was intensified while geo-political risks burst out frequently. The
recovery pace of economy was slow. China’s economic development was under severe downward pressure and
effective market demand continued to deteriorate. Facing the severe economic conditions in both China and
overseas, the Group actively implemented the State’s overall strategy of supply-side structural reform. By closely
embracing the strategic principles of “Reform and Innovation, Reinforcing Execution and Focusing on Value
Growth”, the Group firmly deepened the advancement of strategic transformation, pushed forward the business
restructuring and industrial upgrading, expedited the innovation of business models and mechanism reformation,
in order to achieve significant enhancement in operational efficiency and effectiveness of various business sectors.
Electronic high technology business has seized the market opportunities to cultivate core customers. The FPD

AVIC INTERNATIONAL HOLDINGS LIMITED




Chairman’s Statement

business has reached national leading standard in technology while the PCB business has optimized its ordering
structure and significantly improved its operating capability. The retails and consumer products business has
boosted the integration of online and offline operations, accelerated the optimization of products and channels
and devoted great effort on upgrading the sales efficiency in single store. The real estate business focused on
enhancing aviation infrastructure construction professionalism and project development. The trading and logistics
business strove towards professionalism. Its professional capability continued to upgrade while the key projects
have been running smoothly.

Looking forward to the year of 2017, while facing the re-adjustment of global economy, China’s economy is
still under higher downward pressure. In response to various adverse factors and challenges from China and
overseas, the Group will deepen the advancement of strategic transformation, speed up business focus and core
business settings and continue to optimize the business structure and resource allocation while setting innovation
as motivation target and improve our management structure and systems and mechanisms. We will continue to
promote innovation of commercial models and mechanism reformation, strengthen our profit management and
value creation. We will put larger effort on problem solving and risk management and control, while speeding up
the linkages with capital market in order to pursue value growth.

Aligning with our commitment, we will continue to move forward. On the way of transformation and innovation,
we will put in more efforts, face challenges, embrace opportunities and achieve our mission. Last but not least, on
behalf of the Board, | would like to express my heartfelt gratitude to all the staff for their devotion and dedication,
to all our shareholders, business partners and people from all walks of life for their full support. We will continue to
dedicate ourselves to creating better returns for our shareholders, customers and staff of the Group.
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Management Discussion and Analysis

CORPORATE ORGANIZATION CHART

Aviation Industry AVIC CCB Aviation Industry Beijing Plateau Han Hua
Corporation of China (Tianjin) Company Limited Equity Investment Fund
(“Aviation Industry”) Equity Investment (Limited Partnership)

National Council for

Social Security Fund

[
I
o
N
ES
0
@
]
ES
-
S
w
=
ES

14.31%

AVIC International Shenzhen Company Limited

(“AVIC Shenzhen”) 37.50%

gh-tech Retails and Trading and
Electronic Products Consumer Products Logistics

i ] f ; China National - :
H Tianma H : & Beijing AVIC Ruixin :
H Microelectronics : Fiyta Holdings Limited ! Aero-Technology Investment and H AVIC Real Estate
[ Co., Ltd. . “Fiyta” kes Beiing Company - Management Company i~ “Company lelted“
i (Tianma’) 37.15% P g lmited Limited (Beiing Rubdn’) |~ (AVIC Real Estate’)
i 20.81% i (‘Beiing Company’) 90% . 22.35%
! ’ H 100% :
: Technology Guangzhou H Chengdu AVIC Raise : .
! Shennan Circuit . Company Limited i Real Estate H Vanﬁ\élgé?]erarl:“i?rﬁlited
Co., Ltd. (“SCC") (“Guangzhou | Company Limited 1 (AVIC l\)/anie")
92.99% Company”) (“Chengdu Raise”) o
100% 60% 47.12%
China National China National Aero
_. Aero-Technology Technology International
Xiamen Company Limited ~~ Engineering Company
(*Xiamen Company’) ("EngineeLrlinmgl;E(}Ddompany")
o
100% 100%
China National
__ Aero-Technology Trade and
Economic Development
Company Limited
(“TED Company”)
100%

AVIC International
-- Renewable
Energy Development
Co., Ltd.
(“RED Company”)
100%

-7 AVIC Weihai Shipyard
Co., Ltd.
(“Weihai Shipyard”)
69.77%

e

*== AVIC International

Maritime Holdings
Limited

(“AVIC Maritime”)
73.87%

78 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2016



Management Discussion and Analysis

BUSINESS REVIEW

The consolidated revenue and profit contributions of the Company in its consolidated results for the year ended 31
December 2016 (the “Reporting Period” or the “Year”) were primarily derived from the following business sections
and subsidiaries:

Percentage of
equity interests

held by the
Business sections Name of subsidiaries Company Principal activities
High-tech Electronic Tian Ma Microelectronics Co., Ltd. 20.81%  Manufacture and sales of flat panel displays and
Products (“Tianma”) modules (“FPD")
Shennan Circuit Co., Ltd. (“‘SCC") 92.99%  Manufacture and sales of printed circuit boards
and packaging subtrate (‘PCB”)
Retails and Consumer  Fiyta Holdings Limited (“Fiyta”) 37.15%  Manufacture of middle to high-end wrist watches
Products and chain store sales of luxury watches
Real Estate Beijing AVIC Ruixin Investment and 90%  Mainly engages in residential premises
Management Company Limited development business and industrial property
(“Beijing Ruixin”) development
Chengdu AVIC Raise Real Estate 60%  Mainly engages in residential premises
Company Limited (“Chengdu Raise”) development business and industrial property
development
China National Aero-Technology 100%  Mainly engages in general contracting of
International Engineering Company international engineering construction and
Limited (“Engineering Company”) general contracting of domestic construction
engineering
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Percentage of
equity interests

held by the
Business sections Name of subsidiaries Company Principal activities
Trading and Logistics ~ China National Aero-Technology 100%  Mechatronics engineering and machinery
Beijing Company Limited vehicles, etc.
(“Beijing Company”)
AVIC International Maritime Holdings 73.87%  Ship engineering
Limited (“AVIC Maritime”)
AVIC Weihai Shipyard Co., Ltd. 69.77%  Ship construction
(“Weihai Shipyard”)
China National Aero-Technology 100%  Trading and logistics of medical facilities and
Guangzhou Company Limited bitumen engineering

(“Guangzhou Company”)

China National Aero-Technology 100%  Trading and logistics of stone materials
Xiamen Company Limited
(“Xiamen Company”)

China National Aero-Technology 100%  Tendering agency and automated control service
Trade and Economic
Development Company Limited

(“TED Company”)

AVIC International Renewable 100%  Sales and purchase of energy-saving equipment,
Energy Development Co., Ltd. energy-saving management and construction
(“RED Company”) of power stations

2016 TURNOVER COMPOSITION BY BUSINESS SECTIONS

1074 2:0%

‘ 45.7%

a High-tech Electronic Products a Real Estate
a Retails and Consumer Products a Others

Trading and Logistics

%

9.0%
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Summary of Performance

2016 was a year when global macro-economy had been experiencing a complex situation along with greater
uncertainties, severe fluctuation and frequent geo-political risks, and the economic recovery had been running
slowly while domestic economy was under increasing downward pressure. The efficient market demands continued
with a lingering weakness. Facing the severe economic situation both in People’s Republic of China (the “PRC” or
“China”) and abroad, the Group had been pushing the supply-side structural reform forward proactively which was
in line with China’s overall strategies with strategic theme of “Reform and Innovation, Reinforcing execution and
Focusing on Value Growth”, firmly establishing strategic transformation, accelerating the adjustment of business
structure and industry upgrading and speeding up the innovation of commercial models and mechanism reform.
The efficiency and effectiveness of some business operation had been significantly improved.

During the year ended 31 December 2016, the Group recorded a consolidated revenue of approximately
RMB33,007,917,000, representing a decrease of approximately 5.75% over the previous year of approximately
RMB35,021,139,000 (including the revenue of the discontinued operations). The profit after taxation was
approximately RMB1,287,972,000, representing a decrease of approximately 23.49% as compared with
approximately RMB1,683,491,000 of last year.

High-tech Electronic Products

As for the business of high-tech electronic products, the Group engages in research and development (R&D),
design, production, sales and service of FPD and PCB products mainly through its subsidiaries, such as Tianma
and SCC. The business of high-tech electronic products of the year has seized the market opportunities to
reinforce the precise operation continuously and strive to improve the operating profits. During the year ended 31
December 2016, the Group’s turnover generated from high-tech electronic products section was approximately
RMB15,094,917,000, representing an increase of 9.16% as compared with the same period of last year, and the
profit after taxation was approximately RMB871,209,000, representing an increase of 20.80% as compared with
the same period of last year.

2016 E s PHERERROERAE 81



Management Discussion and Analysis

BUSINESS REVIEW (continued)

High-tech Electronic Products (continued)

(1)

(&)

82

FPD

Tianma focuses on the display business and its products include small-to-medium size flat panel displays
(FPD) and display modules, which is mainly applied in professional areas including e-commerce, industrial
control and medical treatment. Meanwhile, we are also engaged in the new display markets of 3D LED
monitors and intelligent wearable devices proactively.

During the Reporting Period, Tianma continued to optimize its product structure and rapidly increased the
product proportion of medium-and-high end smartphones. The display monitor sales for professional areas,
such as automotive and medical treatment, have experienced a rapid growth, while the intelligent wearable
devices had been put into mass production successfully. The R&D of key technologies and core products
has made a smooth progress. Low temperature polycrystalline silicon (k2 &%) (‘LTPS”) in-cell and
active matrix organic light emitting diode (FEB)%E [ A # &6 M k) (“AMOLED”) have achieved its
mass production while we have completed the development of flexible technology platform. The customer
structure continued its optimization and the ratio of high marginal customers and large customers continued
to increase. The main factory of product line project of the Wuhan 6th generation of AMOLED has reached
its caps in advance, which created the quickest construction in the industry. Tianma has proactively
promoted the share issuance for asset acquisitions and fund-raising.

In 2016, the advanced technologies of Tianma have been named with national awards in the industry, which
boosted our brand popularity in the capital market and marked our solid leading position in the industry.

PCB

SCC mainly engages in producing PCB products which comprise the R&D, manufacture and sales of
middle-to-high end multi-layer PCB products and packaging substrate. They are mainly used in high
technology fields such as telecommunication, aeronautics and astronautics, medical services and industrial
control.

During the Reporting Period, SCC has grasped the opportunities in the industry to focus on the markets
with quality customers and emphasised on developing key customers and reinforced the precise operation
continuously to reach a historic height in its operating results. PCB business segment maintained a stable
delivery with high production. During the year of 2016, we have focused on the professional markets
including mass telecommunication, motor vehicles, servers, optical connection, avionics, rigid-flex and thick
copper. The purchase orders in the market have significantly increased. The productivity of Wuxi factory has
successfully made a large climb. The optimisation of purchase order structure and production line of electric
fitting business has achieved with significant efficiency. The output values of telecommunication and medical
treatment increased rapidly and profit margin continues to increase. The customer exploration of packaging
substrate business was in a proactive progress with a gradual shift to semi-conductor supply chain, and it
has engaged with the leading customers in MIC area.

In 2016, SCC has continued to promote the spin-off and IPO in the Shenzhen Stock Exchange of the PRC.
It completed the examination for approval by The Stock Exchange of Hong Kong Limited and SASAC, and

submitted the filing information to CSRC.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Retails and Consumer Products

The retails and consumer products section of the Group engages in the R&D and brand operation of middle to
high-end watches and chain sales of prestigious watches through its subsidiary, Fiyta. For the year ended 31
December 2016, the turnover generated from the retail and consumer products section of the Group amounted
to approximately RMB2,965,074,000, representing a decrease of approximately 4.85%, as compared with the
same period of last year. The profit after taxation was approximately RMB191,321,000, representing an increase of
26.37% as compared with the same period of last year.

In 2016, the high-end consumption in China continued its depression. Fiyta has proactively promoted the innovation
of commercial model, accelerated the production and channel optimisation and alternation. The distribution channel
sales of Fiyta’s watch have increased in proportion while the amounts of overseas internet spots and selling scale
have achieved a rapid growth. Harmony continued to promote the improvements of channel structure and product
structure, while devoting great effort on upgrading the sales efficiency in single store. Fiyta have strived to promote
the online-and-offline integration by setting e-commerce and technical service business as our breakthrough point,
which continued to make a vigorous growth in e-commerce business. During the Reporting Period, Fiyta has
entered into exclusive authorisation agreement with Beijing Watch and accelerated the coordinated development
with Beijing Watch.

FIYTA

L]

i
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Real Estate

The Group engages in real estate development business through its subsidiaries Chengdu Raise and Beijing Ruixin,
and engages in overseas engineering contracting and overseas development through Engineering Company.
During the year of 2016, the real estate business section of the Group recorded a turnover of approximately
RMBS3,544,146,000, representing a decrease of approximately 0.52% as compared with the same period of
the previous year. The profit after taxation was approximately RMB21,011,000, representing a decrease of
approximately 95.45% as compared with the same period of the previous year. Profit after taxation comprises
losses on investments from the jointly controlled entity and the associate, AVIC Vanke Company Limited (7 fn &%}
ABRAR]) (“AVIC Vanke”) and AVIC Real Estate Company Limited (FFAniER KD BR A R]) (“AVIC Real Estate”) of
approximately RMB222,154,000 in total.

(1)

&)

84

Real Estate Development

The domestic real estate development projects of the Group are mainly involved in commercial complexes
in small to medium cities. In 2016, Chengdu Raise and Beijing Ruixin have accelerated the project
developments and sales payment return, in which businesses have made a smooth progress.

Engineering Contracting

The engineering contracting business of the Group mainly comprises contracting of international and
domestic construction projects, which accelerated the shifting of overseas aviation infrastructure
construction and services. During the Reporting Period, the engineering contracting projects of the Group
have continued to maintain a positive momentum in development. The Group entered into 32 contracts
with a total contract sum of approximately RMB5.4 billion. Engineering Company has put a large effort on
upgrading the professionalism of aviation infrastructure construction business. There were 2 newly-executed
aviation projects, and the Hangar Project in Ethiopia (R ZEffktr IR #EE 18 B) has been successfully completed
for delivery.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Trading and Logistics

The Group engages in mechatronics engineering, ship engineering, tendering agency and energy management
through its subsidiaries such as Beijing Company, AVIC Maritime, Weihai Shipyard, Guangzhou Company, Xiamen
Company, TED Company and RED Company. For the year ended 31 December 2016, the Group’s turnover
generated from trading and logistics business was approximately RMB10,745,852,000, representing a decrease
of approximately 18.83% compared with the previous year. The profit after taxation for the year was approximately
RMB29,685,000, and the loss after taxation for 2015 was approximately RMB22,017,000.

(1)

&)

Ship Engineering

In 2016, the ship engineering business of the Group accelerated the optimisation of product structure,
reinforced the control on cost expenditure, which have made a significant improvement in operating results.
During the year of 2016, 23 new ships were signed, among which, 15 ships were in effect. Orders on hand
accumulated to 50 ships. We were also awarded with contracts of high-end Ro-Pax ships consecutively,
which optimised the order structure significantly. We have firmly promoted the optimisation of technological
processes, upgrading of supply chain management and precise production and further consolidate the
business agreement with Deltamarin Oy. The Group has completed delivery of 25 ships during the year of
2016, which ensure delivery on schedule of projects on hand.

Mechatronics Engineering

The mechatronics engineering business of the Group mainly engages in engineering, procurement and
construction (EPC) of fundamental facilities in and outside China, such as cement, petroleum, electricity
stations and bitumen. In 2016, the mechatronics engineering business of the Group strengthened project
exploration and execution, deepened the promotion of innovation in commercial model and continued to
enhance the professional capabilities of EPC business. The first project in Venezuela and project in Malaysia
of the mechatronics engineering business have been delivered. The second project in Venezuela has been
progressing under orders. The Group have cultivated the markets of countries under the “the Belt and Road”
deeply, which has continued to increase our brand influence. The bitumen business has put a large effort in
handling the adverse impact of price depression in bulk consumer goods, such as petrol. We have strived
to improve our raw material supply of bitumen. Both expansion of modified bitumen species and project
delivery have achieved a proactive progress.
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Management Discussion and Analysis

BUSINESS PROSPECTS

In 2017, the global economy will be positioned to a re-adjustment of balancing and the economy in China will have
greater downward pressure. Facing various external and internal adverse factors and challenges, the Group will
deeply promote the strategic transformation, speed up the business consolidation and setting of core businesses,
continue the optimisation of business structure and resource deployment with reformation and innovation as our
motivation, improve management structure and system progress organisation, continue to promote innovation
of commercial model and reformation of systems and mechanisms, enhance the profit management and value
creation, strengthen the problem-solving and risk prevention and control, accelerate the connection of capital
markets and pursue the value growth.

High-tech Electronic Products

(1)

&)

86

FPD

Smart home devices driven by “Internet +” and the technology of wearable devices have become a trend
of mobile smart terminal sector. The technology of internet has driven the continuous growth of demand
for professional display sectors, such as automotive display, medical display, smart house and intelligent
industries. The growing trend of large screen, high resolution and integration of touch screen has become
the next focus point of growth. In 2017, Tianma will grasp the market opportunities, deeply cultivate the
mobile smart terminal and professional display market, optimise the product structure and customer
structure, enhance the development of strategic customers, accelerate the R&D and mass production of
key technology and focused products, such as IN-CELL and AMOLED, match the markets with technology
optimisation production lines. We will emphasise the emerging strategic markets to expand our integrated
modules and speed up the upgrading of overall capabilities of solutions. We will continue to promote the
construction of the Wuhan 6th generation of AMOLED and strive to complete the reorganisation of material
assets and related financing.

PCB

The PCB business of the Group will focus on the theme of “grab the market, enhance the technology
and optimise the operation” as strategies to continue the expansion of shares in core markets, such as
telecommunication and medical industry control. We will accelerate to enter into new markets of automotive
electronics and optical connection. The Group will maintain the strategy of large customers, deepen
the strategic cooperation with international leading customers and vigorously develop the new strategic
customers with high growth capabilities. We will keep close to the market hotspots and customers’
demands and accelerate the promotion of new products and new project development. We will maintain
our technological leading path, integrate our core technological capabilities and create an integrated cross-
sector modules and products. We will continue to promote the construction of professional product lines,
upgrade our product technological capabilities and will orderly promote the smart production. In 2017, SCC
will promote the project of Nantong infrastructure construction orderly and accelerate the progress IPO in
Shenzhen Stock Exchange of the PRC.
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Management Discussion and Analysis

BUSINESS PROSPECTS (continued)

Retails and Consumer Products

The retails and consumer products business of the Group will maintain a business model of “Products + Channels”
to speed up the output growth of single stores and structure optimisation of products and channels, so as to
further increase our domestic market share and promote our internationalisation development orderly. We will
deeply promote the innovation establishment of commercial models, speed up the business development of
e-commerce and technological services. We will reinforce the synergies between channels and brand, as well as
supporting platform and first-tier websites and strengthen the building of synergies.

Real Estate

(1)

(&)

Real Estate Development

It is expected that the real estate industry will experience greater destocking pressure in 2017. The real
estate business of the Group will put a large effort on promotion of destocking in real estate in China and
overseas and sales payment return, while striving to launch the business reorganisation of real estate
development.

Engineering Contracting

It is expected that the Group will grasp the market opportunities in the key regions under the “Belt and
Road” and African region and speed up the project expansion and execution of international engineering
construction projects, in particular the aviation infrastructure projects, in 2017. We will integrate the
social resources, speed up the improvement of professional abilities in design consultation of aviation
infrastructure, facility construction and operation and maintenance. We will reinforce the project execution
and control, promote precise management and cost and risk control, ensure the delivery on schedule and
accelerate the expansion of space for profit making.

Trading and Logistics
The trading and logistics business will focus on the core markets and key businesses, leverage our channeling
advantages and business experience to speed up our development of professionalism.

(1)

&)

Ship Engineering

The ship engineering business of the Group will continue to optimise its product structure and increase the
pace of obtaining purchase orders with high additional values and high technology. We will upgrade our key
technological capabilities and consolidate the corporation with Detlamarin Oy to contribute for the synergies
of R&D and design. We will upgrade the management of supply chain, management of self-owned shipyards
and manufacturing capability, strengthen the single-ship operational cost control, ensure the delivery of
ships on schedule and continuously make advancements for our result improvement.

Mechatronics Engineering

The mechatronics engineering business of the Group will focus on the core industries and core regions,
deeply promote the individual market researches, and speed up the project expansion and execution, as well
as the upgrading of professionalism. We will further explore the optimised mode of business development,
accelerate the business transformation and put full effort to boost our operating results.
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Profile of Directors and Supervisors

EXECUTIVE DIRECTORS

Mr. Liu Hong De, aged 56, was appointed as an executive director and chairman of the Board of the Company
on 15 February 2017. Mr. Liu is a Ph.D in management science and engineering of Harbin Engineering University
(MBEE T2 KE) and a professorate senior engineer. He enjoys the special government allowance of the State
Council. Mr. Liu has extensive working experience in the areas of operation management, scientific research
management, organisational and cultural development. Mr. Liu is currently the chairman of the board of directors
of AVIC International Holding Corporation (H Bl z= £ i BIR 1A B BR A F]) (“AVIC International”), the chairman of
the board of directors of AVIC International Holding (HK) Limited (FFEIfnZe T ¥ BB (EE)ERAE) (‘P
T ZBR”) (the shares of which are listed and trade on the Stock Exchange with stock code: 232), as well as a
supervisor of Aviation Industry Corporation of China (FEIfiz= T2 & E A 7)) (“Aviation Industry”). Prior to joining
AVIC International, Mr. Liu was the deputy general manager of Harbin Dongan Engine Corporation (¥ #8858 % 35 &)
# 72 ]), the general manager and the chairman of the board of directors of Harbin Dongan Auto Engine Co., Ltd.
(MERERZAEH HIMD AR AR (the shares of which are listed and traded on the Shanghai Stock Exchange),
the director and the deputy executive general manager of Harbin Aviation Industry (Group) Co., Ltd. (Y5 EI/EMTZE
% (&£3E) AR A7), the chairman of the board of directors of Jiangxi Changhe Automobile Co., Ltd. (I78 S ;55
%17 A R A F)) (the shares of which are listed and traded on the Shanghai Stock Exchange), the general manager of
AVIC Automobile Industry Corporation (FF BlfinZe /98 T ¥ 42/2 7)), the deputy general manager of AviChina Industry
& Technology Company Limited ( BIfi Z= R T2 AR 2 7)) (the shares of which are listed and traded on the
Stock Exchange with stock code: 2357), the head of the corporate cultural department of China Aviation Industry
Corporation Il (FEIfinZE T %55 — % B /A 7)), the head of the corporate cultural department of Aviation Industry, and
the vice executive chairman of the trade union of Aviation Industry.

Mr. Wu Guang Quan, aged 54, senior accountant and a MBA of Tongji University (F/EAXE). Mr. Wu acted as
an executive director and the chairman of AVIC INT’L, the Chairman of AVIC International, the chairman of AVIC
Shenzhen and executive director and the chairman of the Company. Mr. Wu joined AVIC Shenzhen in 1982. He
was appointed as an executive director of the Company in 2003 and resigned on 15 February 2017.

Mr. Lai Wei Xuan, aged 53, senior accountant, holding doctorate degree in Management of Tongji University and
an EMBA of Guanghua School of Management, Peking University, is now the Chief Executive Officer, and director
of AVIC International, executive director and vice chairman of the Company. Mr. Lai also serves as executive
director of AVIC INT’L, which is listed on the Stock Exchange. Mr. Lai joined AVIC Shenzhen in 1983. He previously
served as the deputy general manager of AVIC Shenzhen, the Chairman of Fiyta, the deputy chairman of Tianma,
both of which are the subsidiaries of the Company and the shares of which are listed and traded on the Shenzhen
Stock Exchange (“Shenzhen Stock Exchange”), and the chairman of Rainbow Department Store Co., Ltd. (RELFE
SR MHERAT]) (“Rainbow Department Store”), a joint stock limited company established in the PRC the shares
of which are currently listed on the Shenzhen Stock Exchange and approximately 43.40% of its equity interest was
owned by AVIC Shenzhen, a controlling shareholder of the Company. Mr. Lai has rich experience in finance and
operation management, and once acted as an executive Director from 2004 to 2012. He was appointed as an
executive Director of the Company again in 2014.

Mr. You Lei, aged 48, senior engineer, MBA of Tongji University ([E% X2Z%) and MBA of China Europe International
Business School, is now holding the positions of the director of AVIC International, chairman of the board of
directors of AVIC Shenzhen, executive director and vice chairman of the Company, and the chairman of SCC
(subsidiary of the Company). Mr. You had acted as vice president of AVIC International, president of AVIC
Shenzhen and chairman of the board of directors of Tianma (the shares of which are listed on the Shenzhen Stock
Exchange). Mr. You joined AVIC Shenzhen in 1991 and the Group in 1997. He has rich experience in enterprise
operation and administration, and was appointed as an executive Director in 2003.
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EXECUTIVE DIRECTORS (continued)

Ms. Zhou Chun Hua, aged 51, was appointed as an executive director of the Company on 15 February 2017.
She is a professorate senior accountant, EMBA of Cheung Kong Graduate School of Business. Ms. Zhou has
extensive working experience in the areas of financial management, capital operation, audit supervision and
risk management. Ms. Zhou was appointed as the deputy general manager and the chief accountant of AVIC
International in December 2016. She is currently a director of AVIC International and an executive director of
AVIC INT’L. Before that, she was the assistant to manager and vice chief accountant of Shenyang Liming Aero-
Engine Group Corporation Ltd. (&% 2283/ 2= 8 Ehik & B A R 2 7)), the director, deputy general manager and chief
accountant of AVIC Beijing Keeven Aviation Instrument Co., Ltd. (FA L E It RS EMEHEXR B IR AR, the deputy
manager of the audit department of Aviation Industry and the deputy general manager and chief accountant of
AVIC Electromechanical Systems Company Limited (i E R4 HR A R]) as well as a director, deputy general
manager and chief accountant of AVIC Electromechanical Systems Co., Ltd. (Ffin TEME RXGRMD AR AT, the
shares of which are listed and traded on the Shenzhen Stock Exchange).

Mr. Pan Lin Wu, aged 53, is master of engineering in Beijing Aviation and Astronautics University (3t i Z=fit
KA. He is now holding the position of an executive director and vice chairman of AVIC INT’L. He served as
the chief accountant at China National Aero-Technology Import and Export Corporation, the predecessor of AVIC
International the director and deputy chairman of the board of directors of AVIC United States Company (7 7 2B
EBA 7)), vice president, the chief financial officer of AVIC International and executive director of the Company. Mr.
Pan was appointed as an executive director of the Company in 2012, and resigned on 15 February 2017.

Mr. Chen Hong Liang, aged 49, holds the master degree in business administration from Tongji University (&7
KE8). He is currently the chairman of the board of directors of Tianma, a subsidiary of the Company, the shares
of which are listed and traded on the Shenzhen Stock Exchange. Mr. Chen acted as vice president of AVIC
International and vice president of AVIC Shenzhen. Mr. Chen has extensive experience in administration and human
resources management. He was appointed as an executive Director of the Company in 2012.

Mr. Liu Jun, aged 55, holds a bachelor degree in engineering from Beijing Aviation College (At R Z=EFE). He
is currently the vice president of AVIC International. He joined China National Aero-Technology Import and Export
Corporation, the predecessor of AVIC International, in 1989. Between 1990 and 1993, he was seconded to station
at AVIC Germany. He served as the general manager of Beijing Company, a subsidiary of the Company. He has
rich experience in operation management and was appointed as an executive Director in 2012.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Wong Wai Ling, aged 55, received a bachelor degree of arts from the University of Hong Kong in November
1983 and a postgraduate diploma in accounting and finance from the London School of Economics and Political
Science, University of London, in the United Kingdom in July 1985. She has been registered as a certified public
accountant in Hong Kong since June 1991 and has become a fellow member of the Association of Chartered
Certified Accountants and a fellow member of Hong Kong Institute of Certified Public Accountants since May 1995
and February 2001, respectively. Ms. Wong has over twenty years of experience in accounting and auditing and
mainly provides independent judgments towards the Company’s strategies, performance, resources and industry
practices. She had worked in major international accounting firms and local accounting firms before she set up her
own accounting firm in Hong Kong in 1993. She is currently an independent non-executive director and chairlady
of the audit committee of China Ruifeng Renewable Energy Holdings Limited (a company the shares of which listed
on the Main Board of the Stock Exchange, stock code: 527) and Overseas Chinese Town (Asia) Holdings Limited
(the shares of which are listed on the Main Board of the Stock Exchange, stock code: 3366), and she is also an
independent non-executive director, chairlady of the audit committee and chairlady of the remuneration committee
of Yongsheng Advanced Materials Company Limited (the shares of which are listed on the Main Board of the Stock
Exchange, stock code: 3608) and appointed as a non-executive director of Hin Sang Group Holding Co. Limited
(the shares of which are listed on the Main Board of the Stock Exchange, stock code: 6893). Ms. Wong was once
a executive director of Tonking New Energy Group Holdings Ltd. (formerly known as JC Group Holdings Limited,
the shares of which are listed on the Growth Enterprise Market of the Stock Exchange, stock code: 8326) and the
independent non-executive director of Glory Flame Holdings Ltd. (the shares of which are listed on the Growth
Enterprise Market of the Stock Exchange, stock code: 8059), and resigned on 18 October 2016 and 22 March
2016 respectively. Ms. Wong was appointed as an independent non-executive Director of the Company in 2008.

Mr. Wu Wei, aged 44, holds the bachelor of arts from Columbia University, U.S.A. majoring in economy and
industrial engineering. He is now a partner of Maison Capital Co., Ltd. (“Maison Capital’) and had served as the
director of CITIC Securities International Company Limited and responsible for private equity fund business. He
has over 15-year’s experience in enterprise investment and investment bank, and worked in Deutsche Bank Asia,
Henderson Global Investors Asian Fund and Lehman Brothers Asia Limited. He was appointed as an independent
non-executive Director of the Company in 2009.

Mr. Wei Wei, aged 52, holds a master degree in business administration from Tsinghua University and a doctorate
degree in management science and engineering from Huazhong University of Science & Technology. He is also
an associate professor in Peking University HSBC Business School. Mr. Wei is currently an independent non-
executive director of Telling Telecommunication Holding Co., Ltd. (the shares of which are listed on the Shenzhen
Stock Exchange, stock code: 000829). Mr. Wei was also an independent non-executive director of Skyworth
Digital Holdings Limited (the shares of which are listed on the Main Board of the Stock Exchange, stock code:
751), Zhangzidao Group Co., Ltd. (the shares of which are listed on the Shenzhen Stock Exchange, stock code:
002069), Changyuan Group Ltd. (the shares of which are listed on the Shanghai Stock Exchange, stock code:
600525) and ZTE Corporation (the shares of which are listed on the Shenzhen Stock Exchange and the Stock
Exchange, stock code: 000063 and 763 respectively). He was also the associate professor of the Department
of Management Engineering in Xinjiang Institute of Technology, deputy dean of the Institute of Economics and
Administration in Xinjiang University and postdoctorate in China Centre for Economics Research, Peking University.
Mr. Wei was appointed as an independent non-executive Director of the Company in 2014.
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SUPERVISORS

Mr. Cao Jiang, aged 60, graduated from Zhengzhou Institute of Aeronautical Industry Management. Mr. Cao is
currently the vice president of AVIC International. He had worked as the general manager and the chairman of
the board of directors of China Aviation Supply and Marketing Corporation (1 BIfiZe T #2435 B R A 7). He was
appointed as a supervisor of the Company in 2014.

Mr. Liang Chi, aged 57, registered PRC lawyer and a real estate valuer, holds a bachelor of laws from Sun Yat-
sen University. He is currently a lawyer of Guangdong Junyan Law Firm (B3R Z = £BIE#FT). Mr. Liang has over
30 years of experience in legal works and had served as an independent director of the fourth and the fifth session
of the board of directors of Shenzhen Deren Electronics Co., Ltd (FYITEHEEFIRMHD AR AR, the shares of
which are listed on the Shenzhen Stock Exchange (Shenzhen stock code: 002055). Mr. Liang was appointed as

the supervisor of the Company in 2015.

SUPERVISORS (continued)

Mr. Liu Yong Ze, aged 67, holds a doctorate degree of management from Dongbei University of Finance and
Economics. He is currently a professor of the School of Accountancy of Dongbei University of Finance and
Economics and the director of China Internal Control Research Center (FF B RS2 HI AT 75 0), as well as the vice
chairman of the Accounting Society of China (FEI €512 &). He was the Dean of the School of Accountancy of
Dongbei University of Finance Economics, an independent director of Dalian Port (PDA) Company Limited (KiE%5
%19 A R A 7)), the shares of which are listed on the Shanghai Stock Exchange (stock code: 601880) and the Stock
Exchange (stock code: 2880), and Jinzhou Port Co., Ltd. (#/NEMHDBR AR, the shares of which are listed
on the Shanghai Stock Exchange (stock code: 600190). Mr. Liu is currently an independent director of Luenmei
Quantum Co., Ltd. (BEEFRMABR AT, formerly known as Luenmei Holding Co., Ltd.), the shares of which
are listed on the Shanghai Stock Exchange (stock code: 600167), Dalian Huarui Heavy Industry Group Co., Ltd.
(REZEHETEBRRMH AR AR, the shares of which are listed on the Shenzhen Stock Exchange (stock code:
002204), Dalian Thermal Power Co., Ltd. (KEZE[RD B R 7)), the shares of which are listed on Shanghai Stock
Exchange (stock code: 600719) and Shenzhen Keybridge Communications Co., Ltd. (ZIIEEE BARMID BRE A
8]), the shares of which are listed on Shenzhen Stock Exchange (stock code: 002316). Mr. Liu was appointed as
the supervisor of the Company in 2015.

Mr. Yang Xi, aged 57, an intermediate economist, is a graduate of Urumgi University of Finance and Economics.
He is currently the assistant to the manager of the administration department of the Company. Mr. Yang had
served as the general manager of the Beijing branch of CATIC Property Management Co., Ltd (FI¥IEEE AR
‘A 7)), the deputy general manager of Grand Skylight Hotel of Beijing (1t S8/l 52 /8 B 2 X A E) and the general
manager of Grand Skylight International Hotel Guanlan of Shenzhen (RIIEEEBE XEEHEE). Mr. Yang was
appointed as the supervisor of the Company in 2015.

COMPANY SECRETARY

Mr. Zhong Si Jun, aged 41, was a senior economist and he holds a master degree of Management from
Northwestern Polytechnical University. He currently serves as director of Fiyta, AVIC Real Estate, Tianma and
Rainbow Department, as well as the director of AVIC Maritime, which is listed in the Singapore Exchange Limited
(“Singapore Exchange”). Mr. Zhong had served as the secretary of the board in Shanghai Tianma and the deputy
manager of operating management department of the Company. In 2015, he was appointed as the company
secretary of the Company.
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CORPORATE GOVERNANCE PRACTICES

Throughout the financial year ended 31 December 2016, the Company had complied with the Company
Law of the PRC and the Rules Governing the Listing of Securities (“Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”), faithfully performed the obligations required by the applicable
Corporate Governance Code set out in Appendix 14 to the Listing Rules (the “Code”). The Company has
also directed its daily activities in strict compliance with various established corporate governance systems
and reviewed from time to time its operations and management conducts, adhered to good principles of
corporate governance, improved the transparency and independence of company operation, enhanced
its corporate governance standards on an on-going basis, ensured a stable development of the Company
and strived for maximization of shareholders’ value. The Company, by complying with the principles and
requirements set out in the Code, has formulated relevant system, regulations, procedures and plans to
maintain good communication between shareholders and the Board, encouraged shareholders to attend
annual general meeting and other general meetings and enabled shareholders to understand the application
of relevant principles.

Except the code provision A.2.1 of the Code, during the period from 1 January 2016 to 31 December 2016,
the Company had adopted and compiled with the code provisions of the revised Corporate Governance
Code set out in the Appendix 14 of the revised Listing Rules and effective from 1 January 2016.

Details of the deviation from the above code provision A.2.1 is set out in the following section headed “4.
Chairman and Chief Executive”.

SECURITIES TRANSACTIONS BY DIRECTORS AND SUPERVISORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) set out in Appendix 10 to the Listing Rules of the Stock Exchange as its own code of
conduct in respect of securities transactions.

The Company, having made specific enquiries with all directors of the Company (the “Directors”) and
supervisors of the Company (the “Supervisors”), confirmed that, during the year ended 31 December 2016,
Directors of the Issuer and Supervisors had complied with the required standards of dealing in securities
specified in the Model Code and relevant conduct code of its own in respect of any securities transactions
by the Directors.

BOARD

The composition of the Board

In the 2014 annual general meeting of the Company held on 18 June 2015, the seventh session of the
Board was formed through end-of-term election in accordance with the articles of association of the
Company. The term of the Directors (including independent non-executive Directors) is 3 years and will end
at the 2017 annual general meeting of the Company to be held in 2018.

On 15 February 2017, an extraordinary general meeting was held by the Company to approve the
appointments of Mr. Liu Hong De and Ms. Zhou Chun Hua as the executive Directors of the Company,
with the term commencing from 15 February 2017 to the date of the 2017 annual general meeting of
the Company to be held in 2018. At the date of the Board election, Mr. Liu Hong De was elected as the
Chairman of the Board of the Company.

The Board of the Company comprises a total of 9 Directors, including 6 executive Directors, namely, Mr. Liu
Hong De (Chairman), Mr. Lai Wei Xuan (Vice Chairman), Mr. You Lei (Vice Chairman), Ms. Zhou Chun Hua,
Mr. Chen Hong Liang and Mr. Liu Jun; and 3 independent non-executive Directors, namely, Ms. Wong Wai
Ling, Mr. Wu Wei and Mr. Wei Wei.
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3. BOARD (continued)
The structure balance of the Board and Independence of Directors
The composition, experience and balance of skills of the Board are regularly reviewed to ensure that the
mix of skills and experience is appropriate to meet the needs of the Group. The Nomination Committee
will review the structure and composition of the Board from time to time, including gender, age, years of
services and number of external independent directors), to ensure that the Board has balanced structure
and independence of Directors.

Details and attendance of meetings of Board and Committees

The numbers and attendance of general meetings, Board meetings and meetings of other committees held
throughout the financial year 31 December 2016 are as follows, in which each director attended all meetings
in person with no alternate director being appointed:

General Meeting
(including annual
general meeting
and extraordinary Remuneration Nomination

general meeting) Board Audit Committee Committee Committee
Attendance/ Attendance/ Attendance/ Attendance/ Attendance/
number of meetings number of meetings  Attendance Rate number of meetings number of meetings number of meetings

Executive Directors
Wu Guang Quan (Resigned) 1/2 11/18 61% 1/3 1/3
Lai Wei Xuan 2/2 18/18 100%
You Lei 1/2 18/18 100%
Pan Lin Wu (Resigned) 1/2 17/18 94%
Chen Hong Liang 2/2 18/18 100% 3/3 3/3
Liu Jun 1/2 15/18 83%
Independent non-

executive Directors
Wong Wai Ling 1/2 18/18 100% 2/2 3/3 3/3
Wu Wei 1/2 18/18 100% 2/2 3/3 3/3
Wei Wei 1/2 18/18 100% 2/2 3/3 3/3
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BOARD (continued)

Responsibility of the Board and the management

The Board is responsible for instituting the overall target, policies, internal control and risk management
system of the Group, and assessing and monitoring the performance of senior management. In addition,
the Board also supervises the detailed matters which may affect the equities of all shareholders, such as
financial status, human resources, investment and financing, the transaction activities which are notifiable as
defined in the Listing Rules, risk management strategy and solutions on the management of significant risks
and exercises its management and decision-making powers authorized under the articles of association or in
general meetings in terms of capital reconstructing. Details of the responsibilities and powers of the Board in
terms of the Company’s development strategies and management as well as its responsibilities and powers
to supervise and monitor the Company’s development and operation are set out in the articles of association
of the Company.

The Directors shall be elected at the shareholders’ general meeting and serve for a term of 3 years. A
Director may serve consecutive terms if be re-elected upon the expiration of his term. Except the retired
directors and the candidate recommended by the board of directors, commencing on the second day after
the dispatch of the notice of the meeting appointed for election of director(s) by the Company, a shareholder
is entitled to lodge a notice in writing to the Company to nominate Directors, the period for lodgment of
such notice shall be 10 days. Subject to the relevant laws and administrative regulations, any Director
(including directors acting as the manager or other senior management officers) with an unexpired term of
office may be removed by an ordinary resolution of a shareholders’ general meeting (but without prejudice
to any claim for compensation pursuant to any contract). The board of directors shall be accountable to the
shareholders’ general meeting and shall have the following duties and powers:

(1) to be responsible for convening shareholders’ general meeting and to report its work at the
shareholders’ general meeting;

2) to execute the resolutions passed at the shareholders’ general meeting;

(3) to determine the business plans and investment proposals of the Company;
(4) to prepare the annual financial budget and final accounts of the Company;

B) to prepare the plans for profit distribution and loss recovery for the Company;

(6) to prepare proposals for increasing or reducing the registered capital of the Company, and proposals
for the issue of debenture;

(7) to draw up proposal for merger, separation or dissolution of the Company;

(8) to decide on the set-up of the internal management structure of the Company;
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3. BOARD (continued)
Responsibility of the Board and the management (continued)
9) to appoint or dismiss the manager and to appoint or dismiss vice-manager, the chief financial officer
in accordance with the recommendations of the manager and to determine their remuneration
packages;

(10)  to set up the basic management system of the Company;

(11)  to draw up proposal for amending the articles of association of the Company;

(12)  to draw up proposal for material acquisition and disposal,

(13)  subject to the requirements of relevant laws, regulations, rules and the articles of association of the
Company, exercise the Company’s powers of fund-raising and borrowing, and determine pledge,
leasing, subcontract or transfer of assets of the Company, and to authorize a manager to exercise

powers within the scope hereof; and

(14)  subject to the requirements of relevant laws, regulations, and within the scope of authority delegated
by shareholders in general meeting, to perform other functions.

Except for the matters provided for in paragraphs (6), (7), (11) and (12) which require approval of more
than two-thirds of the Directors, the remaining matters as contained in the preceding paragraphs shall be
approved by a simple majority of the Directors.

As the Company is an investment holding company, the executive Directors exercise the function of the
management of the Company and all projects of the Company will be reviewed and approved by the Board.
The responsibilities of each executive Director are as follow:

Mr. Liu Hong De: responsible for overall operation of the Company;

Mr. Lai Wei Xuan: assisting the chairman for daily operation; responsible for operation management, review
of strategic investment;

Mr. You Lei: responsible for high-tech electronic products segment and assisting in strategic planning;

Ms. Zhou Chun Hua: responsible for financial management, finance and strategic investment and capital
operation;

Mr. Chen Hong Liang: responsible for human resources, legal issues, audit, inspection and supervision;

Mr. Liu Jun: responsible for international expansion, foreign issues, overseas institution management and
responsible for trading and logistics segment.
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BOARD (continued)

Compliance of the Directors

There is no non-compliance with Rule 3.10(1) and (2) and Rule 3.10A of the Listing Rules by the Directors
during the year ended 31 December 2016. None of the independent non-executive Directors did not comply
with one or more independence assessment guidelines set out in Rule 3.13 of the Listing Rules, and none of
the members of the Board had any financial, business, family or other material/related relationship with each
other during the year ended 31 December 2016.

Directors’ training

Each newly appointed Director is provided with necessary introduction and information to ensure that he/she
has a proper understanding of the Company’s operations and businesses as well as his/her responsibilities
under relevant statues, laws, rules and regulations. The company secretary of the Company also provides
Directors with updates on the latest development of and amendments to the Listing Rules and other relevant
legal and regulatory requirements from time to time.

In addition, all Directors are encouraged to participate in continuous professional development so as to
develop and refresh their knowledge and skills. From the effective date of the Revised Code at 1 January
2016, the Company has arranged internal trainings for Directors, including legal compliance trainings,
seminars and information access. A summary of training received by the Directors for the year ended 31
December 2016 according to the records provided by the Directors to the Company is as follows:

Legal Legal
Compliance Compliance

Training Training
(2016.3.28) (2016.8.26)

Executive Directors:
Liu Hong De (Chairman)

Wu Guang Quan (Resigned) v v
Lai Wei Xuan (Vice Chairman) v v
You Lei (Vice Chairman) v v
Zhou Chun Hua

Pan Lin Wu (Resigned) v v
Chen Hong Liang v v
Liu Jun v v

Independent non-executive Directors:

Wong Wai Ling v v

Wu Wei v 4

Wei Wei v 4
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CHAIRMAN AND CHIEF EXECUTIVE

In the 2014 annual general meeting of the Company held on 18 June 2015, the seventh session of the
Board was formed through end-of-term election in accordance with the articles of association of the
Company. Mr. Wu Guang Quan was re-elected as chairman of the Board (Chairman), with a term of 3 years
which will end at the date of 2017 annual general meeting of the Company to be held in 2018.

On 15 February 2017, an extraordinary general meeting was held by the Company to approve the
appointment of Mr. Liu Hong De as the executive Director of the Company, and at the Board meeting held
on 15 February 2017, Mr. Liu Hong De was elected as the Chairman of the Board of the Company, with the
term commencing from 15 February 2017 to the date of the 2017 annual general meeting of the Company
to be held in 2018.

In accordance with code provision A.2.1 of the Code, roles of the chairman and the chief executive should
be separate and should not be performed by the same individual. The responsibility of the chairman and
the chief executive should be clearly established and set out in writing. During the year ended 31 December
2016, as the Company is engaged in investment holding, the executive Directors exercise the function of the
management of the Company and the Company did not appoint any chief executive. The executive Director
and Chairman of the Company, Mr. Liu Hong De and the Board hold meeting regularly to consider major
matters that influence the operation of the Group. The Board considers that this structure will not impair the
balance of authority and rights between the Board and the management of the Company. Each executive
Director being assigned with different functions will complement the role of the Chairman. The Board
believes that this structure is beneficial to establishing a stable and consistent leadership, which will enable
effective operation of the Group.

NON-EXECUTIVE DIRECTORS

The independent non-executive Directors are Ms. Wong Wai Ling, Mr. Wu Wei and Mr. Wei Wei. The
number of independent non-executive Directors is in compliance with the provision of the Listing Rules,
among which, Ms. Wong Wai Ling is a qualified accountant with extensive experience in accounting and
finance. The Company has received the confirmation letters in respect of independence from each of the
independent non-executive Directors during the year ended 31 December 2016 pursuant to Rule 3.13 of the
Listing Rules, and considers that all the independent non-executive Directors comply with the requirements
of independence according to Rule 3.13 of the Listing Rules.

Under Code Provision A.4.3, if an independent non-executive Director serves more than 9 years, his/
her further appointment should be subject to a separate resolution to be approved by the Shareholders.
As such, although Ms. Wong Wai Ling has been serving as an independent non-executive director of
the Company for more than nine years, the Board considers that Ms. Wong is a person of integrity and
independent in judgement and character. She is independent of management and free from any business
or other relationships or circumstances which could materially interfere with the exercise of her independent
judgement. The Board considers that Ms. Wong meets the independent guidelines set out in Rule 3.13
of the Listing Rules, and is of the view that her independence is not affected by her long service with the
Company. Hence, the Board considered Ms. Wong as independent and should be re-elected at the AGM.
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SUBCOMMITTEES OF THE BOARD
The Board established three committees, namely audit committee, remuneration committee and nomination
committee. The roles and responsibilities of each committee are as follow:

(1) Audit Committee
The Board of the Company has established the audit committee to fulfill the functions of reviewing
the financial reporting and monitoring the effectiveness and objectiveness of the internal control
system, risk management and auditing procedure. The terms of reference of the Audit Committee
were published on the websites of the Stock Exchange and the Company on 29 December 2015.

The Audit Committee comprises all independent non-executive Directors, namely Ms. Wong Wai
Ling, Mr. Wu Wei, and Mr. Wei Wei, of which Ms. Wong Wai Ling acts as the chairman of the audit
committee. She is a qualified accountant with extensive experience in accounting and finance.

The Audit Committee met twice on 17 March 2016 and 19 August 2016 respectively, to discuss (1)
the resolution related to the auditor’s report, results announcement and report of the directors of the
Company for the year of 2015; (2) the resolution related to the review of the connected transactions
of the Company; (3) the resolution related to the enhancement of corporate governance and internal
control of the Company; (4) the resolution related to the unaudited interim financial statements
and interim result announcement of the Company for the six months ended 30 June 2016; (5) the
resolution related to the corporate governance and the internal control of the Company and director’s
report the first half of 2016. The Audit Committee provided recommendation to the Board regarding
the above matters for its approval. Please refer to the table of attendance records in the paragraph
headed “3. Board — Details of meetings and attendance” in this Corporate Governance Report for the
attendance of the meetings held by the Audit Committee for the year ended 31 December 2016.

(2) Remuneration Committee
The Board has established the remuneration committee to fulfill the functions of providing
recommendations to the Board in the aspects of the performance, engagement, remuneration and
award of each executive Director, and drawing up the overall remuneration policy. The details of
the terms of reference of Remuneration Committee were published on the websites of the Stock
Exchange and the Company on 28 March 2012.

For the period from 1 January 2016 to 31 December 2016, Remuneration Committee comprises
Mr. Wu Guang Quan, the then executive Director of the Company, Mr. Chen Hong Liang and
independent non-executive Directors, namely Ms. Wong Wai Ling, Mr. Wu Wei and Mr. Wei Wei, of
which independent non-executive Director Mr. Wei Wei acts as the chairman.
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6. SUBCOMMITTEES OF THE BOARD (continued)
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Remuneration Committee (continued)

The Remuneration Committee of the Company met on 17 March 2016 to discuss (1) the resolution
related to the remuneration policy for Directors and senior management of the Company for the
year of 2015; (2) the resolution related to the procedure of formulating the remuneration policy
of the Company. The chairman of the Remuneration Committee reported that, the remuneration
of the executive directors should be assessed and determined according to the operation results
of the Company during the year and the accomplishment of the operational and management
targets. The fixed remuneration policy is adopted for the independent directors of the Company.
The Remuneration Committee adopted the model stated in paragraph B.1.2(c)(ii) of the Code as its
terms of reference where the Remuneration Committee shall make recommendations to the Board
on the remuneration packages of executive Directors. In addition, the Remuneration Committee of
the Company held meetings on 13 December 2016 and 28 December 2016, respectively, to discuss
the remuneration welfare and director service contracts of Ms. Zhou Chun Hua and Mr. Liu Hong De,
executive directors who were proposed to be appointed, and recommend the Board of the Company
to adopt director service contracts of Ms. Zhou Chun Hua and Mr. Liu Hong De and to execute the
contracts with them. The Remuneration Committee provided recommendation to the Board regarding
the above matters for its approval. Please refer to the table of attendance records in the paragraph
headed “3. Board — Details of meetings and attendance” in this Corporate Governance Report for the
attendance of the meetings held by the Remuneration Committee for the year ended 31 December
2016.

Nomination Committee

The Board has set up the nomination committee which is responsible for reviewing the structure, size
and composition of the Board and providing recommendations as to the proposed changes in the
Board according to the corporate strategy of the Company. The Nomination Committee will identify
suitable candidates for directorship by taking into consideration their qualifications, experience,
integrity and potential contribution to the Company, as well as assess the independence of the
independent non-executive Directors pursuant to the requirements stipulated in Rule 3.13 of the
Listing Rules.

For the period from 1 January 2016 to 31 December 2016, the Nomination Committee comprises
Mr. Wu Guang Quan, the then executive Director of the Company, Mr. Chen Hong Liang and
independent non-executive Directors, namely, Ms. Wong Wai Ling, Mr. Wu Wei and Mr. Wei Wei, of
which independent non-executive Director Mr. Wu Wei acts as the chairman.

During the year ended 31 December 2016, the Nomination Committee held a meeting on 17
March 2016 to review (1) the structure, size and composition of the Board (including their skills,
knowledge and experience); (2) the appointment or re-appointment or succession of Directors; (3)
the independence of the independent non-executive Directors; and (4) the Board’s diversity policy.
On 13 December 2016, nomination committee meeting was held for the proposal of appointment of
Ms. Zhou Chun Hua as the executive Director of the Company; on 28 December 2016, Nomination
Committee meeting was held for the proposal of appointment of Mr. Liu Hong De as the executive
Director of the Company. Please refer to the table of attendance records in the paragraph headed “3.
Board - Details of meetings and attendance” in this Corporate Governance Report for the details of
meetings and attendance of the meetings held by the Nomination Committee for the year ended 31
December 2016.
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6. SUBCOMMITTEES OF THE BOARD (continued)
(4) Corporate Governance
The corporate governance functions performed by the Board include the following:

(@ Formulate and review the corporate governance policy and practice of the Company;

(b) Review and monitor the training and continuous professional development of the Directors and
the senior management;

(c) Review and monitor the policy and practice of the Company regarding its compliance with
laws and regulatory requirements;

(d) Formulate, review and monitor the code of conduct and compliance handbook applicable to
the employees and the Directors; and

(e) Review whether the Company has complied with Appendix 14 of the Listing Rules (Corporate
Governance Code and Corporate Governance Report).

During the year ended 31 December 2016, the Board had reviewed and discussed the corporate
governance policy of the Group and was satisfied with the effectiveness of the corporate governance
policy of the Group.

7. AUDITOR’S REMUNERATION
The aggregate remuneration paid/payable to the external auditors in relation to their audit and audit related
services provided to the Group for the year ended 31 December 2016 is set out as follows:

Amount of

Type of services remuneration

(RMB: "000)

Audit services 6,000
Audit related services

Review on the continuing connected transactions 600

Review on the preliminary result announcement 400

Total 7,000

The expense shown in this table is based on the year of contract instead of year of cash payment.
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8. DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES IN RESPECT OF THE
CONSOLIDATED FINANCIAL STATEMENTS
All of the Directors acknowledged their responsibility for preparing the accounts and the consolidated
financial statements of the Company for the year ended 31 December 2016. The Board was responsible
for preparing the financial statements of the Company and the Group with assistance of the financial and
accounting departments. The Board prepared the financial statements in accordance with International
Financial Reporting Standards. Appropriate accounting policies have also been used and applied
consistently. The Board has regularly reviewed and monitored the financial reporting procedures, risk
management, internal control system and recommendation of external auditors and its appointment,
retirement and removal (if any) and reviewed the effectiveness of the internal control system of the Group
for the year ended 31 December 2016. The Directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the Company’s ability to operate as a
going concern, therefore the Directors continue to adopt the going concern approach in preparing the
consolidated financial statements. The audit committee of the Company is of the view that the selection and
appointment of external auditors met the actual requirement of the Company and its audit and non-audit
services can truly reflect the financial condition of the Company.

9. REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT AND
ASSESSMENT OF THE BOARD
The aggregate basic salaries and allowance paid to executive Directors by the Company were RMBO;
and each executive Director is subject to the annual bonus from the Board according to the remuneration
policies of the Group.

The aggregate remuneration amount paid to independent non-executive Directors was RMB480,000 for the
year.

10. COMPANY SECRETARY
The company secretary (the “Company Secretary”) of the Company, Mr. Zhong Si Jun, is a full-time
employee of the Company and is familiar with the Company’s day-to-day affairs. The Company Secretary
reports to the chairman and is responsible for providing recommendation on governance matters to the
Board. For the year ended 31 December 2016, the Company Secretary confirmed that he has satisfied the
requirements in respect of professional training under Rule 3.29 of the Listing Rules.
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RIGHTS OF SHAREHOLDERS

Two or more shareholders who collectively hold 10% or more of the voting shares at the proposed meeting
may make a proposal to the Board on holding an extraordinary general meeting or class meeting by signing
one or several written requests with same content in same format and define the meeting agenda. The
Board shall convene such meeting as soon as possible upon receipt of the aforesaid written request. The
aforesaid number of shares held shall be calculated as of the date when the written request was put forward
by the shareholders.

In case the Board fails to give a notice of convening such meeting within thirty days after receipt of the
aforesaid written request, the shareholders who put forward the request may convene such a meeting within
four months after receipt of the request by the Board, and the procedures shall be the same as those for
convening a general meeting by the Board where possible.

Inquiry to the Board

For any inquiry to the Board, please contact the Company directly at 25/F, Hangdu Building, Catic Zone,
Shennan Road Central, Futian District, Shenzhen, Guangdong Province, China, telephone: 86-755-
83793891; fax: 0755-83790228.

Proposals at General Meeting

When the Company convenes an annual general meeting, shareholder(s) who hold five percent or more of
the Company’s total shares carrying voting rights shall be entitled to make new proposals to the Company
in writing. Where such proposals contain matters within purview of the general meeting, the Company shall
include such matters in the agenda of the general meeting. However, the proposal should be delivered to the
Company within thirty days from the dispatch date of the notice of such meeting. The contact information of
the Company is the same as above.

Communication with Shareholders

The annual general meeting is the primary channel to communicate with shareholders of the Company. The
chairman of the general meeting proposes separate resolutions for each issue to be considered. During the
year of 2016, the chairmen of the Board, audit committee members, remuneration committee members,
nomination committee members and external auditors had attended the annual general meeting to answer
shareholders’ questions.

According to the articles of association of the Company (the “Articles”), the notice of the annual general
meeting shall be given to shareholders at least forty-five days before the meeting. The chairman of the
annual general meeting exercises his power under the Articles to put each proposed resolution to the vote
by way of conducting a poll. The rules and procedures of the vote will be clearly explained by the chairman
of the meeting before the commencement of the meeting, and the results of the meeting will be announced
on both the websites of the Stock Exchange and the Company in accordance with the requirements of the
Listing Rules.
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12. CHANGE IN CONSTITUTIONAL DOCUMENTS
Amendments have been approved by the way of special resolutions in the annual general meeting of
the Company held on 18 June 2015. On 20 July 2016, the Company has obtained the registration of
amendments to the Articles from the Industry and Commerce Bureau of Shenzhen.

For the year ended 31 December 2016, the Company has not made any amendments to Articles.

13. RISK MANAGEMENT AND INTERNAL CONTROL

The Board believes that a comprehensive set of risk management and internal control systems plays an
essential role in achieving the Group’s strategic goals, and it is fully responsible for maintaining a robust
risk management and internal control systems, and reviewing their effectiveness and safeguarding the
shareholders’ investments and company’s assets. In this regard, the Company has established risk
management and internal control systems. A well-established risk management and internal control systems
is designed to manage, rather than eliminate, the risk of failing to achieve business objectives, and is only
capable of providing reasonable, not absolute assurance.

Risk management structure of the Group

In order to optimize the risk management system and internal control systems, and upgrade the
management level and the capability of risk precaution of the Group, the Group has fully implemented the
division management of risks. Risk management organizational structure is a 3-tier framework, comprising
of the Board and its Audit Committee, Risk Management and Internal Control Committee, Risk Management
Executives (the detail of which is set out as follows).

Audit Committee

Risk Management and Audit Supervision
Internal Control Committee Committee

l A
Department managers/
Business procedure officers

T13A3T dNOYHD

Management/Business
officers of subsidiaries
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Board
v

Approving risk management solutions and reports, including corporate risk management overall
objectives, risk preference, risk tolerance, risk management strategies and significant risk
management solutions, judgment standards or mechanism for, significant decisions, significant
risks, significant events and significant business procedures, risk management measures and risk
management review assessment and audit reports

Performing risk management for significant decision-making, approving risk management reports of
significant decision-making and performing decision-making for efficient risk control

Strengthening the trainings of corporate risk management culture, including delegation of resolutions,
approval of rewards and punishments and regulations of performance assessments

The Audit Committee

v

Reviewing the setting of risk management authority and its responsibilities and fundamental systems
of risk management

Listening to the risk management reports by the management and regularly reviewing the risk
management and internal control systems

Overseeing the risk management of corporate management and implementation of internal control
systems

Risk Management and Internal Control Committee

v Promoting the establishment of risk management system to determine the setting of risk management
authority and its responsibilities

v Regularly reviewing and overseeing the related policies, systems, procedures and condition of
corporate risk management, including risk management strategies and significant risk management
solutions, judgment standards or mechanism for, significant decisions, significant risks, significant
events and significant business procedures, corporate risk management plans, report of risk
management department for risk management condition, report of assessment result of risk
management works and risk management review assessment and audit reports

v Providing risk management advices for significant decision-making, reviewing and submitting risk
management reports for significant decision-making and providing recommendations of risk solutions

v Supervising the training of overall risk management culture of the Company

v Regularly give the risk management report to Audit Committee
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13. RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Audit Supervision Department

v

Organizing and arranging each functional department to commence the identification and assessment
works of significant risks in business level, and having consolidated analysis of above information
to formulate a risk management report in business level and various risk management reports, and
reporting to Risk Management and Internal Control Committee

Responsible for organizing and coordinating the risk identification and assessment in corporate level
by Risk Management and Internal Control Committee and senior management, and conducting
research for relevant measures and solutions for significant risk management in corporate level

Assisting, reviewing and overseeing the risk management works and results conducted by risk
management executives

Providing relevant trainings and tutoring of risk management, and organizing the sharing of knowledge
and best methods of risk management

Consolidating all risk management results in both corporate and business levels and submitting to
Risk Management and Internal Control Committee

Risk Management Executives

v

2016 [E s

Each department sets up and serves as risk management executives and is responsible for
conducting specific risk management works of the part of business with the coordination with Risk
Management and Internal Control Committee and Audit Supervision Department

Regularly updating the risk lists and risk management of the part of business

Having risk assessment with the integration of business features in terms of possibility and level of
impact

Formulating the relevant risk solutions for the part of business and implementing the solutions;
responsible for introduction and implementation of specific risk management measures

Supervising on various risks of the part of business and reporting the risk information to Audit
Supervision Department in timely manner

Commencing other related works of risk management
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Procedures of Risk Management

The Group proactively and systematically manages the risk matters generated in the operational procedures
and strengthens our management and response capability of the corporate, to further safeguard our
achievement of operational goals and sustainability of stable development.

The Group has also formulated the Risk Management Guideline and defined risk management methods and
risk management programs. In addition, the Group has formulated Comprehensive Risk Management Work
Regulations with the actual condition of the Group according to Comprehensive Risk Management Guidance
for Central Enterprises by SASAC and Basic Specification for Enterprise Internal Control, and other laws and
supplementary guidelines joint issued by 5 bureaus, including Bureau of Finance and SFC. The regulation
applied to the Company and its subsidiaries has clarified the risk control, model of report and reporting
mechanism.

In 2016, the Group has conducted qualitative assessment and examined the adequacy of current control
measures in terms of probability of occurrence and levels of impact according to four steps, which are range
evaluation, risk identification, risk analysis and risk reporting. In the process of risk evaluation, questionnaire
research, interviews, information consultation and project discussions are mainly used for risk identification,
risk evaluation and analysis on significant risks of the Group. By risk evaluation, the Group is capable
of identifying the major risks that the Group is exposed of and prioritizing those risks according to the
probability of occurrence and levels of impacts that the Group’s business suffers, to confirm the major risks
that the Group is exposed of. Combining the causes of each risk, impacts of the Group and best practices
of the industry, we have formulated risk management strategies and risk solutions regarding every significant
risk and issued the annual risk evaluation report.

The Group has built up 3 defenses for the risk management, details of which are as follows:

v Business units of each subsidiary of the Group become the major responsibility entities of risk
management, as the first defense of risk management;

v As the leading department, the Audit Supervision Department of the Company, together with relevant
departments of the Company, become the second defense of risk management;

v The Company has established a unified master supervision system of “supervision and discipline
inspection and internal audit”, to jointly build up the third defense of risk management.

The management continues to supervise the risk management system of the Company in daily operation,
and conduct reviews and evaluations on risk management during daily business management, financial
management, audit inspection, assessment, investment assessment commission, financial committee,
project meetings, quarterly and annual business analysis meetings. Each subsidiary and department will
consolidate risk control with various management works and integrate the risk control works with respective
business procedures and control measures.

The Company persists the principles of continuous control on significant risks. We conduct monthly risk
supervision and analysis on the basis of financial indicators, such as revenue, profits, gearing ratio, cost-
profit ratio, and net return on equity, current ratio, quick ratio and net operating cash flow to reflect the
operational quality and risk changes. Currently, we have achieved parts of precautions and controls of
financial control indicators.
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Internal Control Systems

Internal Review Functions

The Board has performed the independent supervision of internal control systems through Audit Committee
and its Audit Supervision Department. The Company established and published the Internal Audit Working
Regulations to clarify the duties of Audit Supervision Department, which include:

Prepare the mid-and-long term planning of internal audit and annual audit working planning;

Formulate the regulatory systems of internal audit and business regulations according to relevant laws and
requirements for implementation;

Develop and optimize the internal audit working system, guide and supervise the establishment of internal
audit organizations under requirements by affiliated units with internal auditors to commence the internal
audit works;

Develop and optimize the comprehensive corporate risk management systems of the Group and promote
the comprehensive risk management warning system and supervise the assessment system and internal
control supervision and assessment system to commence comprehensive risk management and supervision
works;

Regularly report the works to Audit Committee, and report the working planning and working conclusions;
Responsible for standardization of internal audit works and information construction;

Responsible for the trainings of internal auditors.

The Audit Supervision Department of the Group has deployed with professional internal auditors. Each
subsidiary has deployed with professional part-time auditors according to the corporate model. The
audit work in 2016 was mainly related to the audit group formed by the Audit Supervision Department of

the Company and third-party consultation organization, to conduct the independent assessment on the
adequacy and effectiveness of the internal control systems.
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Internal Control Procedures

For establishing a well-organized internal control to maintain its effectiveness, the Company has built up
an internal control system according to the Basic Specification for Enterprise Internal Control, and other
laws and supplementary guidelines joint issued by 5 bureaus, including Bureau of Finance and SFC,
and considered 5 basic factors of internal control, including environment control, risk evaluation, control
activities, information and communication, and supervision.

Each subsidiary reviews the stability and effectiveness of the internal control systems of the respective
companies on the annual basis and issues the internal control self-assessment reports approved by the
Board of the subsidiary, and formulates the remedial plans and measures according to the self-assessment
report, which is updated by the Audit Supervision Department with on-going basis.

Tian Ma Microelectronics Co., Ltd., and Fiyta Holdings Limited, independently listed companies under
the Company have appointed auditors to conduct auditing on the effectiveness of internal control in
relation to the financial reports of the Company, and provide independent and objective assessments and
recommendations in form of internal control audit report.

Internal audit works of the Company are reported to Audit Committee by Audit Supervision Department.
Through the following tasks, the Audit Committee continuously supervises and reviews the soundness and
effectiveness of the Group’s financial reporting and internal control system on an ongoing basis:

o Review and approve the annual Assessment Plan for Internal Control;

o Keep abreast of the progress of internal control establishment and evaluation tasks through daily
routines, periodical summary and reports submitted by the Audit Department;

° Comprehend the method and scope of the internal control assessment tests and the key deficiencies
found during the tests and their correction;

o Discuss with the auditor the scope of audit, the audit results and audit opinions in respect of the
audit of internal control;

° Review the annual Assessment Report for Internal Control.

The internal control system of the Company is designed to facilitate the effectiveness and efficiency of
operations, safeguard assets against unauthorized use and disposition, ensure the maintenance of proper
accounting records and the truth and fairness of the financial statements, and ensure compliance with
relevant legislation and regulations. It provides reasonable, but not absolute, assurance against material
misstatement or loss and manages rather than eliminates risks associated with its business activities. For
the deficiency of internal control discovered in the process of effectiveness review of risk management
and internal control, the Company has strived to clarify the management model and responsibilities in the
management system.
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)
Inside Information
For the procedures and internal control of managing and publishing inside information, the Company:

(i) acknowledges its responsibilities to publish inside information at the timely manner under the
requirement of Securities and Futures Ordinance and safe-haven provisions required according to
Securities and Futures Ordinance, Listing Rules and preliminary principles;

(i) strictly complies with the current laws and regulations applicable in Hong Kong;
(ifi) strictly forbids the unauthorized use of confidential and inside information proclaimed in writing;

(iv) has formulated continuous disclosure policies and guidelines for reviewing, reporting and inside
information publishing to our shareholders;

(v) has provided trainings in relation to implementation of continuous disclosure policies to all of the
relevant staffs.

Review on Risk Management and Internal Control Systems

The Board has reviewed the effectiveness of risk management and internal control systems of the Company,
including the aspects of finance, operation and compliance control, and considered the adequacy of
resources, staff’s qualification and experiences in terms of accounting and financial reporting, the adequacy
of training courses for staffs and related budgets, and also obtained the confirmation of effectiveness of risk
management and internal control systems from the management. During the Reporting Period, the Board
believed that the Company needs to optimize the internal control systems continuously and prevent and
control various risks which may hinder our strategies and operational objectives on the basis of best effort.

The Board has reviewed the adequacy of resources for internal audit, accounting and financial reporting
of the Company and the qualification and experiences of our staffs. Following the business development
of the Company, the Company will continue to review the overall resources for internal audit, accounting
and financial reporting, and continue to increase the number of staff recruitments and trainings and the
investments and budget for information technology systems.
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14. INVESTOR RELATIONS MANAGEMENT
Investor relations management refers to the boost of recognition and loyalty of investors to the Company
through efficient communications, with the aim to further achieve value maximization. During the Reporting
Period, the Company strictly and fully disclosed relevant information to investors in accordance with relevant
regulations, and timely disclosed important information and relevant progress which may influence the
interests of the investors through regular or temporary bulletin, striving to improve the quality of information
disclosure.

Through active activities related to investor relations, the Company aims at improving transparency,
strengthening communication, making investors better understand the business of the Company and feel
confident toward its future development, having the Company recognized and supported by the market, so
that the development potential and actual value of the Company can be fully reflected in the market.
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Report of the Directors

The board (the “Board”) of directors (the “Directors”) of the Company presents their report together with the audited
financial statements of the Company and its subsidiaries (together the “Group”) for the year ended 31 December
2016.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding. Details of the current principal activities of its
subsidiaries are set out in Note 13 to the financial statements.

The Group is an investment holding company with diversified strategies and is principally engaged in high-tech
electronic products, retails and consumer products, trading and logistics business and real estate in China.

BUSINESS REVIEW

Further discussion and analysis of the principal business activities, including a business review of the Group for
the year ended 31 December 2016, an indication of likely future developments in the Group’s business and the
principal risks and uncertainties facing the Group, are set out in the paragraph headed “Business Review” under
the section headed “Management Discussion and Analysis” of this annual report.

COMPLIANCE WITH THE LAWS AND REGULATIONS

The Company is a company established in China and the H shares of which are listed on the Stock Exchange. The
Group, through each of its subsidiaries, is engaged in business operation globally. Accordingly, the Group should
comply with various applicable laws and regulations in the Mainland China and Hong Kong, as well as the relevant
laws and regulations in relation to operation domiciles. During the year ended 31 December 2016, the Group had
complied in all material respects with various laws and regulations of different countries and regions.

SUBSIDIARIES
Information on the principal subsidiaries, associates and joint ventures of the Group is set out in Note 13 and 14 to
the financial statements respectively.
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GEOGRAPHICAL LOCATION OF MARKETS

Information on business segments of the Group is set out in Note 6 to the financial statements.

RESULTS

Details of the Group’s results for the year ended 31 December 2016 are set out in the financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the distributable reserves of the Group were approximately RMB5,224,090,000 as
reported in the statutory accounts prepared in accordance with generally accepted accounting principles in the
PRC.

ALLOCATION OF PROFITS

According to the Company Law of the PRC and the articles of association of the Company, when distributing net
profit each year, the Company shall set aside 10% of its net profit as reported in the PRC statutory accounts for the
statutory general reserve fund (except where the fund has reached 50% of the Company’s registered share capital).
This reserve cannot be used for purposes other than those for which they are created and are not distributable as
cash dividends. For the year ended 31 December 2016, the statutory general reserve fund of the Company is as
follows:

RMB’000 RMB’000

Statutory general reserve fund 16.21% 189,058 15.00% 174,900

RESERVES
Details of movements in the reserves of the Group and the Company for the year are set out in the Consolidated
Statement of Changes in Equity, Note 27 and Note 48 to the financial statements.
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FIVE YEARS FINANCIAL SUMMARY
A summary of the Group’s operating results, assets and liabilities for the past five financial years ended 31
December 2016 is set out in the section headed “Financial Highlights” in this annual report.

MANAGEMENT CONTRACTS
As at 31 December 2016, the Company has not entered into or maintained any contracts in respect of the
management or administration of the whole or any substantial part of the business of the Company.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2016, the Group’s total purchases from the five largest suppliers were
RMB2,934,086,000, accounting for approximately 10.81% of the Group’s total purchases for the year ended 31
December 2016. The largest supplier accounted for approximately 4.77% of the Group’s total purchases.

For the year ended 31 December 2016, the Group’s sales to the five largest customers accounted for
approximately 22.36% (2015: approximately 12.46%) of the Group’s turnover for the year. The largest customer
accounted for approximately 8.94% (2015: approximately 5.21%) of the Group’s turnover.

As at 31 December 2016, none of the Directors, their close associates (as defined in the Listing Rules), or any
shareholder (which to the knowledge of the Directors own more than 5% of the Company’s share capital) are
interested in the five largest suppliers or five largest customers of the Group.

INVESTMENT PROPERTIES

Details of major properties held for investment of the Group are set out in Note 11 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT
Details of movements in fixed assets of the Group during the year ended 31 December 2016 are set out in Note 10
to the financial statements.

BANK LOANS
Information on the bank loans of the Group for the year ended 31 December 2016 is set out in Note 29 to the
financial statements.
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TAXATION
Details of the Group’s taxation for the year ended 31 December 2016 are set out in Note 40 to the financial
statements.

TAXATION POLICY
Pursuant to the relevant income tax laws of the PRC, the subsidiaries of the Group are subject to income tax at the
applicable rate of 25% unless preferential tax rate were applicable.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2016, to the knowledge of the Directors or the chief executive of the Company, the following
parties (other than the Directors, supervisors or chief executive of the Company) had interests, or short positions in
the shares of the Company (the “Shares”) and underlying shares of the Company which would fall to be disclosed
to the Company or otherwise notified to the Company under the provisions of Divisions 2 and 3 of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”):

Long positions in the Shares:

Approximate Approximate

percentage percentage

Number and of the same of total

class of class of registered

Name of shareholder Capacity securities securities share capital

Aviation Industry Corporation of Interest of controlled 1,634,608,792 196.24% 140.17%
China (“Aviation Industry”) corporation domestic shares
(Note 1)

AVIC International Holding Interest of controlled 1,329,499,564 159.61% 114.01%
Corporation (“AVIC International”)  corporation domestic shares
(Note 1)

AVIC International Shenzhen Beneficial owner 429,774,574 51.60% 36.85%
Company Limited domestic shares
(“AVIC Shenzhen”) (Note 1)

Beijing Raise Technology Company Beneficial owner 305,109,228 36.63% 26.16%
Limited (“Beijing Raise”) domestic shares
(Note 1)
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SUBSTANTIAL SHAREHOLDERS (continued)

Long positions in the Shares: (continued)

Approximate Approximate
percentage percentage
Number and of the same of total

class of class of registered
Name of shareholder Capacity securities securities share capital

Other shareholders

CK Hutchison Holdings Limited Interest of controlled 57,144,000 17.15% 4.90%
corporations H shares
(Note 2)

Cheung Kong (Holdings) Limited Interest of controlled 57,144,000 17.15% 4.90%
corporations H shares
(Note 2)

Cheung Kong Investment Interest of controlled 28,573,000 8.58% 2.45%
Company Limited corporation H shares
(Note 2)

Empire Grand Limited Beneficial owner 28,573,000 8.58% 2.45%
H shares
(Note 2)

Hutchison Whampoa Limited Interest of controlled 28,571,000 8.58% 2.45%
corporation H shares
(Note 2)

Hutchison International Limited Beneficial owner 28,571,000 8.58% 2.45%
H shares
(Note 2)

Jiang Jian Jun Beneficial owner & 19,028,000 5.71% 1.63%
interest of controlled H shares
corporation (Note 3)

China Silver Investments Beneficial owner 18,766,000 5.63% 1.61%
Development Ltd H shares
(Note 3)
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SUBSTANTIAL SHAREHOLDERS (continued)

Long positions in the Shares: (continued)

Notes:

116

Aviation Industry owns 62.52% of the equity interest in AVIC International which in turn owns 100% equity interest in AVIC
Shenzhen. Hence, Aviation Industry is deemed, or taken to be, interested in all the Shares in which AVIC International and
AVIC Shenzhen are interested in, respectively.

Aviation Industry owns 60% of the equity interest in Beijing Raise. Hence, Aviation Industry is deemed, or taken to be,
interested in all the Shares in which Beijing Raise is interested in.

AVIC International owns 100% of the equity interest in AVIC Shenzhen. Hence, AVIC International is deemed, or taken to
be, interested in all the Shares in which AVIC Shenzhen is interested in.

As at 31 December 2016:

(1) AVIC International held: (A) 437,264,906 domestic shares, representing approximately 37.50% of the issued
share capital of the Company; and (B) perpetual subordinated convertible securities in the outstanding amount of
RMB1,604,736,493 which may be converted into 462,460,084 domestic shares at the initial conversion price of
RMBS3.47 (subject to the adjustment pursuant to the terms of perpetual subordinated convertible securities).

(2) AVIC Shenzhen held: (A) 395,709,091 domestic shares, representing approximately 33.93% of the issued share
capital of the Company; and (B) perpetual subordinated convertible securities in the outstanding amount of
RMB118,207,225 which may be converted into 34,065,483 domestic shares at the initial conversion price of
RMB3.47 (subject to the adjustment pursuant to the terms of perpetual subordinated convertible securities).

(3) Beijing Raise held perpetual subordinated convertible securities in the amount of RMB1,058,729,021 which
may be converted into 305,109,228 domestic shares at the initial conversion price of RMB3.47 (subject to the
adjustment pursuant to the terms of perpetual subordinated convertible securities).

Empire Grand Limited (“Empire Grand”) holds 28,573,000 H Shares and Empire Grand is a wholly-owned subsidiary
of Cheung Kong Investment Company Limited, which in turn is a wholly-owned subsidiary of Cheung Kong (Holdings)
Limited. Accordingly, Cheung Kong (Holdings) Limited was deemed to be interested in the 28,573,000 H shares held by
Empire Grand.

Hutchison International Limited (“HIL”) holds 28,571,000 H shares and HIL is a wholly-owned subsidiary of Hutchison
Whampoa Limited. Hutchison Whampoa Limited was deemed to be interested in the 28,571,000 H shares held by HIL.
Cheung Kong (Holdings) Limited is entitled to exercise or control the exercise of more than one-third of the voting power
at the general meetings of Hutchison Whampoa Limited. Accordingly, Cheung Kong (Holdings) Limited was deemed to
be interested in the 28,571,000 H shares held by HIL. In addition, Cheung Kong (Holdings) Limited is a wholly-owned
subsidiary of CK Hutchison Holdings Limited. Accordingly, CK Hutchison Holdings Limited was deemed to be interested
in the 57,144,000 H shares in total held by Empire Grand and HIL.

Mr. Jiang Jian Jun (“Mr. Jiang”) beneficially owned 262,000 H shares.
Mr. Jiang beneficially owned the entire equity interest of China Silver Investments Development Ltd., which held

18,766,000 H shares. Accordingly, Mr. Jiang was deemed to be interested in the H shares held by China Silver
Investments Development Ltd..
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SHARE CAPITAL

Details of the share capital of the Company are set out in Note 26 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of association and the laws of the
PRC, which require the Company to firstly offer new shares to the existing shareholders to purchase according to
their respective proportions of shareholding.

DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The Directors during the year ended 31 December 2016 and up to the date of this report were:

Executive Directors

Mr. Wu Guang Quan (chairman until 15 February 2017 and resigned on 15 February 2017)
Mr. Liu Hong De (chairman since 15 February 2017)

Mr. Lai Wei Xuan, vice chairman

Mr. You Lei, vice chairman

Mr. Pan Lin Wu (resigned on 15 February 2017)

Ms. Zhou Chun Hua (appointed on 15 February 2017)

Mr. Chen Hong Liang

Mr. Liu Jun

Independent non-executive Directors
Ms. Wong Wai Ling

Mr. Wu Wei

Mr. Wei Wei

Each of Mr. Lai Wei Xuan, Mr. You Lei, Mr. Chen Hong Liang, Mr. Liu Jun, Mrs. Wong Wai Ling, Mr. Wu Wei and
Mr. Wei Wei had entered into a service agreement with the Company which commences from 18 June 2015 and
will expire at the 2017 annual general meeting of the Company to be held in 2018. Each of Mr. Liu Hong De and
Ms. Zhou Chun Hua had entered into a service agreement with the Company which commences from 15 February
2017 and will expire at the 2017 annual general meeting of the Company to be held in 2018.

No Director or Supervisor has a service contract with the Company which is not determinable by the Company

within one year without payment of compensation, other than statutory compensation.

PROFILE OF DIRECTORS AND SUPERVISORS
Profiles of the Directors and Supervisors are set out in the section of “Profile of Directors and Supervisors” in this
annual report.

2016 E S PHBERERROBRAE 117



Report of the Directors

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN SHARES

As at 31 December 2016, to the best knowledge of the Directors, none of the Directors, supervisors of the
Company is interested in the shares, underlying shares and debentures of the Company and any of its associated
corporations (within the meaning of Part XV of the SFO) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which the Directors, supervisors or chief executives were taken or deemed to have under such provisions of the
SFO) or which are required to be entered into the register maintained by the Company under section 352 of the
SFO or which are required to be notified to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers set out in Appendix 10 to the Listing Rules.

DIRECTORS’ AND SUPERVISORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
At any time during the year ended 31 December 2016 was the Company, its subsidiaries or its holding company a
party to any arrangement to enable any Directors, supervisors or management members of the Company to acquire
benefits by means of acquisition of shares in, or debentures of, the Company or any other body corporates.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN CONTRACTS
As at 31 December 2016, none of the Directors or Supervisors had any significant interest, either direct or indirect,
in any contract or arrangement of significance to the business of the Company.

Save as disclosed in this annual report, no contract of significance has been entered into, or was subsisting
between the Company or any of its subsidiaries and the controlling shareholders or any of its subsidiaries during
the year ended 31 December 2016.

EMOLUMENTS OF DIRECTORS AND SUPERVISORS
Details of the emoluments of the Directors and Supervisors are set out in Note 49 to the financial statements.
The executive Directors do not receive any emolument from the Company. The emoluments of the independent

non-executive Directors are determined with reference to the economic situation and their responsibilities and
duties within the Company.
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DIVIDENDS

The Board recommended the payment of a final dividend of RMBO.1 per share for the year ended 31 December
2016, subject to the approval by the shareholders of the Company at the forthcoming annual general meeting of
the Company.

CAPITAL STRUCTURE

2016 2015
(RMB’000) (RMB’000)
Total borrowings 18,589,087 20,453,756
Total liabilities 39,414,224 40,284,992
Non-controlling interests 13,327,266 12,801,353
Equity attributable to owners of the Company 12,039,247 11,539,763
Total assets 64,780,737 64,626,108
Borrowings to equity ratio* 73.28% 84.03%
Liabilities to equity ratio* 155.38% 165.50%

* Borrowings to equity ratio = Total borrowings at the end of the year/Total equity of the Company at the end of the year

* Liabilities to equity ratio = Total liabilities at the end of the year/Total equity of the Company at the end of the year

LIQUIDITY AND CAPITAL RESOURCES

As at 31 December 2016, the cash and cash equivalents of the Group amounted to approximately
RMB9,020,381,000 (2015: RMB11,780,904,000), which were mainly derived from the following sources:

° Cash and bank deposits at the beginning of the year;

o Bank loans, borrowings from related parties; and

° Revenue from operations.

As at 31 December 2016, the total borrowings of the Group amounted to approximately RMB18,589,087,000
(2015: RMB20,453,756,000) with annual interest rate ranging from 0% to 6.44% (2015: 0% to 10%), of which the

current borrowings amounted to approximately RMB9,608,905,000 (2015: RMB10,150,809,000) and the non-
current borrowings amounted to RMB8,980,182,000 (2015: RMB10,302,947,000).

2016 E S PHBERZERROBRAE 119



Report of the Directors

During the year ended 31 December 2016, the capital expenditure of the Group amounted to approximately
RMB4,180,735,000, the details of which are set forth below:

Company Name Project Name 2016 Amount

(RMB’000)

Tianma 6th generation line investment project of Wuhan Tian Ma Microelectronics 3,033,750
Co., Ltd. (FVERSMETFHRAF]), Shanghai Tianma 4.5th generation
line of technology modification project, 5th generation line of
technology modification project of Shanghai AVIC Opto-electronics
Limited ((E/& ¢ E AR AR]) and NLT production line of technology
modification project, etc.

SCC No.8 Building investment, project of research and development and 390,587
technological transformation and the project of Wuxi Shennan Base
AFM Company Phase | construction project and Phase Il plant project of AFM Company 189,508
Fiyta Timepiece industrial base in Guang Ming New District 125,695
Beijing Company Yizhuang Aviation City Project 81,642
Guangzhou Company Purchase of fixed assets of bitumen base 69,760
Xiamen Company Project on office building of Xiamen Zijin AVIC Real Estate Company 58,326
Limited
Engineering Hotel company project of AVIC International in Sri Lanka and acquisition 6,742
Company of equity interest in Kenya Rivers
RED Company New energy and energy-saving projects in various places 17,416
Weihai Shipyard Investment of breakwater, loading facilities and other fixed assets 207,309
Total 4,180,735

LIQUIDITY AND CAPITAL RESOURCES

It is expected that the capital expenditure of the Group for the year ending 31 December 2017 amounted to
RMB7,685,972,000, details of which are set forth as follows:

Company Name Project Name 2017 Amount
(RMB’000)
Tianma 6th generation line investment project of Wuhan Tian Ma, technology 6,887,670
modification project of generation line and purchase project of fixed
assets
SCC Research and development project, technology modification project 578,452

and project of Nantong infrastructure construction and Wuxi Shennan
infrastructure construction

AFM Company Phase | construction project and Phase Il plant project, and purchase of 87,150
fixed assets

Fiyta Timepiece industrial base in Guang Ming New District 30,000

Beijing Company Installation of cement equipment, project of Humboldt China Design 30,000

Institute, expansion of East-African Operation Center and investment
projects in Cuba and Gambia
Guangzhou Company Construction and maintenance of bitumen storage project 72,700

Total 7,685,972
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PLEDGED ASSETS
As at 31 December 2016, the pledged assets of the Group amounted to approximately RMB1,343,014,000, details
of which are set forth below:

2016 2015

RMB’000 RMB’000

Buildings 942,810 563,446
Investment properties - 932,440
Construction-in-progress - 879,240
Land use rights 200,327 521,660
Trade and other receivables 199,877 -
1,343,014 2,896,786

DEBT RATIO

The Group’s borrowings to shareholders’ equity ratio (the ratio of total borrowings to shareholders’ equity) were
73.28% (2015: 84.03%), whilst the liabilities to shareholders’ equity ratio (the ratio of total liabilities to shareholders’
equity) were 155.38% (2015: 165.50%) for the Year.

ENTRUSTED DEPOSITS AND OVERDUE TERM DEPOSIT
During the year ended 31 December 2016, the Company did not have entrusted deposit and overdue term deposit
in any form.

ISSUE, PURCHASE, SALE OR REDEMPTION OF SHARES
During the year ended 31 December 2016, neither the Company nor any of its subsidiaries had issued, purchased,
sold or redeemed the Company’s listed securities.

EMPLOYEES AND REMUNERATION

As at 31 December 2016, the Group had approximately 38,406 employees (2015: 40,480) with employee-related
costs of approximately RMB4,031,585,000 (2015: RMB3,865,196,000). The Group formulated its competitive
remuneration policy based on market condition and individual employee’s performance.
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SOCIAL INSURANCE SCHEMES

The Group has participated in the retirement insurance scheme and health insurance scheme managed by
Shenzhen Social Security Administration Bureau (YT &R /E). Pursuant to the relevant provisions, the Group
is required to make monthly contributions in respect of retirement insurance fund and health insurance fund to
Shenzhen Social Security Administration Bureau, representing 19% and 9%, respectively, of the monthly salaries of
its employees, of which the Group bears 14% and 7% respectively, and the employees bear the rest.

Pursuant to the above social insurance schemes, Shenzhen Social Security Administration Bureau is responsible
for pension payments to the retired employees of the Group and general medical expenses of the employees of the
Group.

For the year ended 31 December 2016, the fees withdrawn from the social insurance schemes of the Group
amounted to approximately RMB452,887,000 (2015: approximately RMB267,561,000).

CHANGES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Mr. Liu Hong De and Ms. Zhou Chun Hua were appointed as executive Directors during the extraordinary general
meeting of the Company held on 15 February 2017. Mr. Liu Hong De was also appointed as the Chairman of the
Board and a member of each of the remuneration committee of the Company and the nomination committee of
the Company with effect from 15 February 2017. Mr. Wu Guang Quan and Mr. Pan Lin Wu no longer served as
executive Directors due to change of job assignments with effect from 15 February 2017.

For details, please refer to the announcements of the Company dated 13 December 2016, 28 December 2016 and
15 February 2017 and the circular of the Company dated 30 December 2016.

FOREIGN EXCHANGE RISK

The Group may be subject to fluctuations of foreign exchange rates, but it has no material foreign exchange risk
as the Group’s products are mainly distributed in domestic market and its export business is mainly settled in US
dollar, Euro or HK dollar.
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FINANCIAL GUARANTEE CONTRACTS

As at 31 December 2016, the Group has the following financial guarantees outstanding:

Guarantor’s Guarantee’s Outstanding
relationship with relationship amounts

Guarantor the Group Guarantee with the Group guaranteed
RMB’000

Beijing Company Subsidiary of the Group ~ Taizhou AVIC Shipbuilding Heavy Industry Limited*  Third Party 347,040
ERMNEMAAMETERAR)

Beijing Company Subsidiary of the Group  Zhengli Ocean Engineering Company Limited* Third party 11,710
(EngFIIZERAR)
Tianma Subsidiary of the Group  Shanghai Tianma Organic Light-Emitting Associate 682,572

Technology Company Limited*
(DEREBREBRRINTBRART)

Xiamen Company Subsidiary of the Group ~ Xiamen Tianma Microelectronics The guarantor holds 6% 176,000
Company Limited* equity interests in the
(BFIREHEFERAT) guarantee

TED Company Subsidiary of the Group ~ AVIC Wangxin Company Limited* Associate 25,000

(PAAB(E (L) RERARAR)

Engineering Company Subsidiary of the Group ~ AVIC Construction Engineering Company Limited* Associate 127,400
(PAEETRRERAR)
The Company Holding Company Shenzhen AVIC Resources Co., Ltd. * Fellow subsidiaries 714,000

(RY A ERERAT)

The Company Holding Company Qinghai AVIC Resources Co., Ltd. * Fellow subsidiaries 475,470
(BEEPMERERAR)

The Company Holding Company Kunming AVIC Phosphorus Chemical Fellow subsidiaries 34,000
Co., Ltd. *

(ERMTMBY L TERAR)

The Company Holding Company Yunnan Hongfu Fertilizer Co., Ltd. * Fellow subsidiaries 6,430
(EfAELEBRAR)

The Company Holding Company Qinghai AVIC Silicon Material Co.,Ltd* Fellow subsidiaries 23,344
(BEETMMEBRAR)

2,622,966

The English names of these companies are management’s best efforts at translating the Chinese names of these
companies as no English names have been registered or available.
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MAJOR LITIGATION

On 18 June 2014, Tang Energy Group Limited, Soaring Wind Energy LLC. and other members filed an arbitration
claim with the American Arbitration Association against certain members of the Group in respect of a dispute
arising out of a joint venture agreement (details of which are set out in the announcements of the Company dated
29 April 2015 and 22 December 2015) (the “Arbitration Claim”). After the receipt of final award on the Arbitration
Claim issued by the International Centre for Dispute Resolution of International Arbitration Tribunal in December
2015 (the “Decision”), the Group had engaged an additional law firm to assist in the Arbitration Claim. In March
2016, the Group had filed an application to the competent court to oppose the enforcement of the Decision and
request the revocation of the Decision (the “Opposition Application”). As at the date of this report, the Statement of
Defense of the Opposition Application has been completed and the court has not made the ultimate final decision
yet. The impact of the Arbitration Claim on the Company is subject to the results of the Opposition Application and
other progress in the future. Therefore, the Directors consider that the Arbitration Claim does not have any material
adverse impact on the Company as at the date of this report.

So far as the Directors are aware, save as disclosed above, there is no other litigation or claims of material
importance pending or threatened against any member of the Group as at the date of this report.

INDEPENDENT NON-EXECUTIVE DIRECTORS’ CONFIRMATION ON CONTINUING
CONNECTED TRANSACTIONS

Independent non-executive Directors had reviewed the continuing connected transactions of the Group set out
below, and confirmed that these transactions had been entered into, in accordance with the relevant agreements,
by the Group in the ordinary and usual course of business and on normal commercial terms which are fair and
reasonable and in the interest of the shareholders of the Company as a whole.

SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS

Material events

1. Discloseable Transaction — Provision of Guarantee
On 8 March 2016, Shanghai Tianma Microelectronics Co., Ltd. (B8 XEMEFARAR]) (“Shanghai
Tianma”) (an indirect non-wholly owned subsidiary of the Company) entered into the guarantee agreement
with Agricultural Bank of China Limited Shanghai Chuansha Sub-branch (FFEZEEITIMD AR AR L
B EAT) (the “Bank”), pursuant to which Shanghai Tianma guaranteed to pay an aggregate amount
of not exceeding RMB40,000,000 in respect of the debt with an aggregate amount of not exceeding
RMB100,000,000 applied to the Bank by Shanghai Tianma Organic Light-Emitting Technology Company
Limited (B8 KRG HMEE B REMAR2AF]) (“Tianma Technology Company”) (the “Debt”) in accordance
with proportion of Shanghai Tianma’s shareholding in Tianma Technology Company for settling the
guaranteed liabilities. The term shall be two years commencing from the expiry date of the Debt (the
“Provision of Guarantee”).

Tianma Technology Company is owned as to 40%, 20% and 40% by Shanghai Tianma, Shanghai Zhang
Jiang (Group) Co., Ltd. (E/&5R)T (%£E) BRAF]) and Shanghai Industrial Investment (Group) Co., Ltd. (£
BT EIE (528) AR A F) respectively. As the applicable percentage ratios under the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”) in relation to the Provision of Guarantee,
when aggregated with the guarantee provided by Shanghai Tianma in favour of a bank on 19 March 2015
in relation to the debt of Tianma Technology Company (details of which are set out in the announcement of
the Company dated 19 March 2015), are more than 5% but less than 25%, the transactions contemplated
under the Provision of Guarantee constitute a discloseable transaction of the Company. For details, please
refer to the announcement of the Company dated 8 March 2016.
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS (continued)

Material events (continued)

2.

Proposed spin-off and separate listing of Shennan Circuits Co., Ltd (“Shennan Circuits”) on the Shenzhen
Stock Exchange of the PRC (the “"Shenzhen Stock Exchange”)and possible major disposal for the Company
On 13 May 2016, the Board issued an announcement in relation to possible spin-off and separate listing
of Shennan Circuits, a subsidiary of the Company which is mainly engaged in the PCB business, on the
Shenzhen Stock Exchange (the “Proposed Spin-off’). It is proposed that Shennan Circuits will offer not
more than 70,000,000 shares (the “Offer Shares”), including new shares to be issued by Shennan Circuits
and up to 35,000,000 existing shares to be sold by the Company. The indicative offer price of the A shares
of Shennan Circuits is expected to be RMB32.86 per A share and the expected maximum proceeds
raised from the proposed A share listing of Shenan Circuits will be RMB2,300,000,000. The offer price
per A share of Shennan Circuits will depend on the domestic market condition of China at the time of the
proposed A share listing with reference to the quotation from target subscribers or determined otherwise
as agreed between Shennan Circuits and the lead underwriter. The Board expected that the Company will
have an interest of not less than 50% in Shennan Circuits upon the completion of the Proposed Spin-off
and proposed A share listing, Shennan Circuits will thus remain as a non-wholly owned subsidiary of the
Company. The Proposed Spin-off was approved by the shareholders of the Company at the extraordinary
general meeting of the Company held on 26 July 2016. Please refer to the announcements of the Company
issued on 10 April 2015 and 13 May 2016, the poll results announcement of the extraordinary general
meeting of the Company dated 26 July 2016 and the circular despatched by the Company dated 21 June
2016, respectively, for more details.

Discloseable Transaction — Construction Framework Agreements

On 7 September 2016, Wuhan Tian Ma Microelectronics Co., Ltd. (EXEMEFER AR (“Wuhan
Tianma”) and China Twentieth Metallurgical Group Corporation Limited (FE =+ /A5E@EAR A ) (“China
Twentieth Metallurgical Group”) entered into the construction framework agreement (the “Twentieth
Metallurgical Group Construction Framework Agreement”), pursuant to which the parties agreed to
collaborate in relation to the Twentieth Metallurgical Group Project according to the terms set out therein.
The term of the Twentieth Metallurgical Group Cooperation commenced from the date of the Twentieth
Metallurgical Group Construction Framework Agreement to 31 December 2017 with the aggregate amount
of consideration not exceeding RMB250,000,000.

On 7 September 2016, Wuhan Tianma and Shanghai Baoye Group Company Limited (E/8E aEB AR
A a]) (“Shanghai Baoye Group”) entered into the construction framework agreement (the “Shanghai Baoye
Construction Framework Agreement”), pursuant to which the parties agreed to collaborate in relation
to the Shanghai Baoye Project according to the terms set out therein. The term of the Shanghai Baoye
Cooperation commenced from the date of the Shanghai Baoye Construction Framework Agreement to 31
December 2017 with the aggregate amount of consideration not exceeding RMB1,000,000,000.

As the applicable percentage ratios set out in Rule 14.07 of the Listing Rules in respect of each of the
Twentieth Metallurgical Group Construction Framework Agreement and the Shanghai Baoye Construction
Framework Agreement and the transactions contemplated thereunder are more than 5% and all of such
ratios are below 25%, each of the Twentieth Metallurgical Group Construction Framework Agreement and
the Shanghai Baoye Construction Framework Agreement and the transactions contemplated thereunder
constitute a discloseable transaction for the Company under Chapter 14 of the Listing Rules. For detalils,
please refer to the announcement of the Company issued on 7 September 2016.
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS (continued)

Material events (continued)

4.
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Discloseable Transaction — Construction Framework Agreements

On 3 November 2016, Wuhan Tianma and Jiangsu Provincial Construction Group Co., Ltd. (L& RET
EEEAR AR (*Jiangsu Construction”) entered into the construction framework agreement (the “Jiangsu
Construction Framework Agreement”), pursuant to which the parties agreed to collaborate in relation to the
construction works of the general contracting of the construction of the support buildings of G6 Project (the
“Jiangsu Construction Project”) according to the terms set out therein. The term of the Jiangsu Construction
cooperation commenced from the date of the Jiangsu Construction Framework Agreement to 31 December
2017 with the aggregate amount of consideration not exceeding RMB500,000,000.

On 3 November 2016, Wuhan Tianma and The Fourth Construction Co., Ltd. of China Electronics
System Engineering (FEIEFRXHE LEFMNEFZ AR AR (“CEFOC”) entered into the construction
framework agreement (the “CEFOC Construction Framework Agreement”), pursuant to which the parties
agreed to collaborate in relation to the construction works of the pipeline system and the construction
works of the cleaning room of the M1 plant of the G6 Project (the “CEFOC Project”) according to the
terms set out therein. The term of the CEFOC cooperation commenced from the date of the CEFOC
Framework Agreement to 31 December 2017 with the aggregate amount of consideration not exceeding
RMB500,000,000.

Listing Rules Implications

As the applicable percentage ratios set out in Rule 14.07 of the Listing Rules in respect of each of the
Jiangsu Construction Framework Agreement and the CEFOC Framework Agreement and the transactions
contemplated thereunder are more than 5% and all of such ratios are below 25%, each of the Jiangsu
Construction Framework Agreement and the CEFOC Framework Agreement and the transactions
contemplated thereunder constitutes a discloseable transaction for the Company under Chapter 14 of the
Listing Rules and is therefore subject to the notification and announcement requirements under Chapter 14
of the Listing Rules.

Discloseable Transaction — Master Cooperation Agreements and Acknowledgment of Cooperation

On 17 November 2016, Wuhan Tianma and Canon Inc. entered into master cooperation agreement (the
“Canon Inc. Master Cooperation Agreement”), pursuant to which the parties agreed to collaborate in
relation to the construction project of the Sixth Generation of LTPS AMOLED production line (the “G6
Project”) according to the terms set out therein. The term of the Canon Inc. Master Cooperation Agreement
commenced from the date of the Canon Inc. Master Cooperation Agreement to 31 December 2016 with
the aggregate amount of consideration not exceeding JPY9,000,000,000 (equivalent to approximately
RMB586,261,000).

On 17 November 2016, Wuhan Tianma and Applied Materials South East Asia Pte. Ltd. (“AMSEA”) entered
into the acknowledgment of cooperation (the “AMSEA Acknowledgement of Cooperation”), pursuant to
which the parties agreed to collaborate in relation to the G6 Project according to the terms set out therein.
The effective term of year of the AMSEA Acknowledgement of Cooperation is 2016 with the aggregate
amount of consideration not exceeding USD90,000,000,000 (equivalent to approximately RMB611,325,000).
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS (continued)

Material events (continued)

5.

Discloseable Transaction — Master Cooperation Agreements and Acknowledgment of Cooperation (continued)
On 17 November 2016, Wuhan Tianma, Daifuku Co., Ltd and Daifuku (Suzhou) Cleanroom Automation Co.,
Ltd. (A4@ B Bk &4 (F ) AR A F)) (“Daifuku (Suzhou)”) entered into the master cooperation agreement
(the “Daifuku Master Cooperation Agreement”), pursuant to which the parties agreed to collaborate in
relation to the G6 Project according to the terms set out therein. The term of the Daifuku Master Cooperation
Agreement commenced from the date of the Daifuku Master Cooperation Agreement to 31 December
2016 with the aggregate amount of consideration with Daifuku Co., Ltd not exceeding JPY3,700,000,000
(equivalent to approximately RMB241,014,300) and the aggregate amount of consideration with Daifuku
(Suzhou) not exceeding RMB200,000,000.

On 17 November 2016, Wuhan Tianma and Marubeni Corporation (FL4L#k=\ & #t) entered into the master
cooperation agreement (the “Marubeni Master Cooperation Agreement”), pursuant to which the parties
agreed to collaborate in relation to the G6 Project according to the terms set out therein. The term of the
Marubeni Master Cooperation Agreement commenced from the date of the Marubeni Master Cooperation
Agreement to 30 June 2017 with the aggregate amount of consideration not exceeding JPY10,000,000,000
(equivalent to approximately RMB651,390,000).

On 17 November 2016, Wuhan Tianma and Tokyo Electron Limited entered into the master cooperation
agreement (the “Tokyo Electron Master Cooperation Agreement”), pursuant to which the parties agreed
to collaborate in relation to the G6 Project according to the terms set out therein. The term of the
Tokyo Electron Master Cooperation Agreement commenced from the date of the Tokyo Electron Master
Cooperation Agreement to 31 December 2016 with the aggregate amount of consideration not exceeding
JPY5,000,000,000 (equivalent to approximately RMB325,695,000).

On 17 November 2016, Wuhan Tianma and Tera Semicon Corporation entered into the master cooperation
agreement (the “Tera Semicon Master Cooperation Agreement”), pursuant to which the parties agreed
to collaborate in relation to the G6 Project according to the terms set out therein. The term of the
Tera Semicon Master Cooperation Agreement commences from the date of the Tera Semicon Master
Cooperation Agreement to 31 December 2017 with the aggregate amount of consideration not exceeding
USD70,000,000 (equivalent to approximately RMB475,475,000).

On 17 November 2016, Wuhan Tianma and SCREEN Finetech Solutions Co., Ltd. (“SFS”) entered into the
master cooperation agreement (the “SFS Master Cooperation Agreement”), pursuant to which the parties
agreed to collaborate in relation to the G6 Project according to the terms set out therein. The term of the
SFS Master Cooperation Agreement commenced from the date of the SFS Master Cooperation Agreement
to 31 December 2016 with the aggregate amount of consideration not exceeding JPY7,000,000,000
(equivalent to approximately RMB455,973,000).

On 17 November 2016, Wuhan Tianma and Nissin lon Equipment Co., Ltd. (“NIE”) entered into the master
cooperation agreement (the “NIE Master Cooperation Agreement”), pursuant to which the parties agreed
to collaborate in relation to the G6 Project according to the terms set out therein. The term of the NIE
Master Cooperation Agreement commenced from the date of the NIE Master Cooperation Agreement to 31
December 2017 with the aggregate amount of consideration not exceeding JPY8,500,000,000 (equivalent to
approximately RMB553,681,500).
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS (continued)

Material events (continued)

5.
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Discloseable Transaction — Master Cooperation Agreements and Acknowledgment of Cooperation (continued)
On 17 November 2016, Wuhan Tianma and Advanced Process Systems Corporation (“APSC”) entered
into the master cooperation agreement (the “APSC Master Cooperation Agreement”), pursuant to which
the parties agreed to collaborate in relation to the G6 Project according to the terms set out therein.
The term of the APSC Master Cooperation Agreement commenced from the date of the APSC Master
Cooperation Agreement to 31 December 2017 with the aggregate amount of consideration not exceeding
USD100,000,000 (equivalent to approximately RMB679,250,000).

As the applicable percentage ratios set out in Rule 14.07 of the Listing Rules in respect of each of the
master cooperation agreements, the acknowledgment of cooperation and the transactions contemplated
thereunder are more than 5% and all of such ratios are below 25%, each of the master cooperation
agreements, the acknowledgment of cooperation and the transactions contemplated thereunder constitutes
a discloseable transaction for the Company under Chapter 14 of the Listing Rules. For details, please refer
to the announcement of the Company issued on 17 November 2016.

Discloseable Transaction — Construction Framework Agreement

On 24 November 2016, Wuhan Tianma and Yaxiang System Jicheng Technology (Suzhou) Holdings Limited
(EHEGLERBIE (FM) BHBRAR) (“Yaxiang System”) entered into the construction framework
agreement (the “Construction Framework Agreement”), pursuant to which the parties agreed to collaborate in
relation to the construction and installation works of clean rooms, CDA system, vacuum system and general
electricity of G6 Project (the “Construction Project”) according to the terms set out therein. The term of the
cooperation between Wuhan Tianma and Yaxiang System in relation to the Construction Project under the
Construction Framework Agreement commenced from the date of the Construction Framework Agreement
to 31 December 2017 with the aggregate amount of consideration not exceeding RMB400,000,000.

As the applicable percentage ratios set out in Rule 14.07 of the Listing Rules in respect of the Construction
Framework Agreement and the transactions contemplated thereunder are more than 5% and all of such
ratios are below 25%, each of the Construction Framework Agreement and the transactions contemplated
thereunder constitutes a discloseable transaction for the Company under Chapter 14 of the Listing Rules.
For details, please refer to the announcement of the Company issued on 24 November 2016.

Discloseable Transaction — Master Cooperation Agreement

On 7 December 2016, Wuhan Tianma and ULVAC, Inc entered into the master cooperation agreement
("ULVAC Master Cooperation Agreement”), pursuant to which the parties agreed to collaborate in relation
to the G6 Project according to the terms set out therein. The term of the ULVAC Master Cooperation
Agreement commenced from the date of the ULVAC Master Cooperation Agreement to 30 June 2017 with
the aggregate amount of consideration not exceeding JPY17,200,000,000 (equivalent to approximately
RMB1,032,000,000).

As the applicable percentage ratios set out in Rule 14.07 of the Listing Rules in respect of the ULVAC
Master Cooperation Agreement and the transactions contemplated thereunder exceeds 5% and all of
such ratios are below 25%, the ULVAC Master Cooperation Agreement and the transactions contemplated
thereunder constitute a discloseable transaction for the Company under Chapter 14 of the Listing Rules. For
details, please refer to the announcement of the Company issued on 7 December 2016.
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8.

10.

Material Events — Resignation of Executive Director and Proposed Appointment of Executive Director

On 13 December 2016, Mr. Pan Lin Wu, an executive Director, has resigned as an executive Director due
to the change of job assignments with effect from the close of the extraordinary general meeting to be
convened by the Company. Ms. Zhou Chun Hua has been nominated as a candidate for election as an
executive Director at the extraordinary general meeting which was held on 15 February 2017. For details,
please refer to the announcement of the Company issued on 13 December 2016, the circular despatched
on 30 December 2016 and the announcement of poll results of extraordinary general meeting issued on 15
February 2017.

Material events — Resignation of Executive Director and Chairman and Proposed Appointment of Executive
Director and Chairman and Proposed Change in Composition of the Remuneration Committee and the
Nomination Committee

On 28 December 2016, Mr. Wu Guang Quan, an executive Director, has resigned as an executive Director
and the Chairman of the Board due to the change of job assignments with effect from the close of the
extraordinary general meeting to be convened by the Company. Mr. Liu Hong De has been nominated as
a candidate for election as an executive Director at the extraordinary general meeting which was held on
15 February 2017. At the extraordinary general meeting convened on 15 February 2017, Mr. Liu Hong De
was elected as an executive Director. He was appointed as the chairman of the Board and a member of
the remuneration committee and the nomination committee of the Company on the same day. For details,
please refer to the announcement of the Company issued on 28 December 2016, the circular despatched
on 30 December 2016 and the announcement of results of extraordinary general meeting issued on 15
February 2017.

Discloseable Transaction — Provision of Guarantee

Shanghai Tianma entered into the first guarantee agreement (the “First Guarantee Agreement”) with The
Export-Import Bank of China (4 B3t 1 O R77) (“EIBOC”) on 7 July 2016, pursuant to which Shanghai
Tianma guaranteed to pay the debts in an aggregate amount of RMB120,000,000 under the specific
service agreements entered into between the Shanghai branch of EIBOC and Shanghai Tianma Organic
Light-Emitting Technology Company Limited (E/8XEBHEELERFMABRAT) (“Tianma Technology
Company”, an associate owned as to 40% by Shanghai Tianma) from 7 July 2016 to 25 November 2016.

Due to the demands of business development, Tianma Technology Company applied from time to time from
29 December 2016 to 30 September 2017 to Ping’an International for the financial leasing in an aggregate
amount of RMB700,000,000 (“Financial Leasing”). Upon Ping’an International’s request, on 29 December
2016, Shanghai Tianma entered into the second guarantee agreement (the “Second Guarantee Agreement”)
with Ping’an International, pursuant to which Shanghai Tianma guaranteed to provide a guarantee to
Ping’an International for the Financial Leasing of Tianma Technology Company in an aggregate amount
of RMB280,000,000. The term of the provision of guarantee by Shanghai Tianma in favour of Ping’an
International pursuant to the terms of the Second Guarantee Agreement (the “Provision of Guarantee”)
commenced from the date of the Second Guarantee Agreement to two years after the expiry date of the
Financial Leasing.
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10.

11.

Discloseable Transaction — Provision of Guarantee (continued)

As the applicable percentage ratios under the Listing Rules in relation to the Provision of Guarantee, when
aggregated with (i) the guarantee provided by Shanghai Tianma in favour of a bank on 8 March 2016 in
relation to the debt of Tianma Technology Company (details of which are set out in the announcement of
the Company dated 8 March 2016); and (i) the guarantee provided by Shanghai Tianma to EIBOC under
the First Guarantee Agreement, are more than 5% but less than 25%, the transactions contemplated under
the Provision of Guarantee constitute a discloseable transaction for the Company under Chapter 14 of the
Listing Rules. For details, please refer to the announcement of the Company issued on 29 December 2016.

Discloseable Transaction — Disposal of 75% Equity Interest in Guangdong Hangyue

On 27 October 2016, the Company intended to dispose of its 75% equity interest in Guangdong Hangyue
Industrial Co., Ltd. (ERMEEZEHF R A R]) (“Guangdong Hangyue”) through a public tender process. On 2
December 2016, the board of the Company agreed the upset price for disposal of the 75% equity interest in
Guangdong Hangyue through the Public Tender to be conducted on the China Beijing Equity Exchange shall
be RMB600 million.

On 31 December 2016, the Company entered into the equity transaction agreement (the “Equity Transaction
Agreement”) with Pearl River Life Insurance Limited Company (¥KT AEZRBASERAF]) in respect of
disposal of 75% equity interest in Guangdong Hangyue for a consideration of RMB600,000,000.

As one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing Rules in respect of
the Equity Transaction Agreement and the transactions contemplated thereunder is/are more than 5% but all
of them are less than 25%, the Equity Transaction Agreement and the transactions contemplated thereunder
constitute a discloseable transactions for the Company. For details, please refer to the announcements of
the Company issued on 27 October 2016, 2 December 2016 and 31 December 2016, respectively.

Connected Transactions

1.

130

Continuing Connected Transactions — Renewal of 2014 Xiamen Tianma Entrusted Management Agreement
On 4 March 2016, Shanghai Tianma and Xiamen Tianma Microelectronics Co., Ltd. (EFIAEMET AR
Aa]) (“Xiamen Tianma”) entered into the entrusted management agreement (the “Xiamen Tianma Entrusted
Management Agreement”) for renewal of the 2014 Entrusted Management Agreement (as defined in the
announcement of the Company dated 4 March 2014), pursuant to which Shanghai Tianma shall provide
management services for a term commencing from 1 March 2016 and ending on 28 February 2019, and the
management fee caps charged from 1 March 2016 to 28 February 2017, from 1 March 2017 to 28 February
2018 and from 1 March 2018 to 28 February 2019 will amount to RMB20,000,000, RMB20,000,000 and
RMB30,000,000, respectively.

Xiamen Tianma is directly owned as to 15.3%, 14.7%, 6% and 64% by AVIC International Shenzhen
Company Limited (FEMZHIMTEIIER A F) (“AVIC Shenzhen”), AVIC International Holdings Limited (&
Bl 2= 3 T B PR AR AR B IR A R]) (“AVIC International”’), CATIC Xiamen Company Limited (7 Bl fn 2 £ 17 & P9
BBRAF]) (“Xiamen Company”) and Xiamen Jincai Company (EF1& 812 F]) (“Xiamen Jincai”), respectively.
Accordingly, Xiamen Tianma is a connected person of the Company and the Xiamen Tianma Entrusted
Management Agreement constitutes a continuing connected transaction of the Company under the Listing
Rules. For details, please refer to the announcement of the Company dated 4 March 2016.
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Continuing connected transactions under the agreements entered into by the Group during the prior
years and performed during the reporting period are set out as follows:

1. Continuing Connected Transactions — Supplemental and Amended Aviation Industry Agency Services
Framework Agreement
With the continuing development of the Group, and based on estimates of demand and operating
conditions, the Directors expect that the Existing Annual Caps (as defined in the announcement of the
Company dated 16 October 2014) will be insufficient for the Group’s requirements. On 16 June 2015, the
Company and Aviation Industry entered into the supplemental agreement (“Supplemental Aviation Industry
Agency Services Framework Agreement”), pursuant to which the Existing Annual Caps would be revised as
follows:

Year ended Year ended Year ending
31 December 31 December 31 December

2015 2016 2017
RMB RMB RMB

Acceptance of the agency services by the Group 90,000,000 100,000,000 118,000,000

Further, pursuant to the Supplemental Aviation Industry Agency Services Framework Agreement, the scope
of services to be provided by Aviation Industry and/or its associates (other than AVIC International and its
associated companies) to the Group is extended to include financial consulting and advisory services.

As one or more of the applicable percentage ratios for the transactions contemplated under the
Supplemental Aviation Industry Agency Services Framework Agreement (including the revised annual caps)
exceed(s) 5%, the Supplemental Aviation Industry Agency Services Framework Agreement (including the
revised annual caps) will be subject to the independent shareholders’ approval, reporting, annual review and
announcement requirements under Chapter 14A of the Listing Rules.

The Supplemental Aviation Industry Agency Services Framework Agreement and the transactions
contemplated thereunder were approved by the independent shareholders at the extraordinary general
meeting of the Company held on 7 August 2015. For details, please refer to the announcements of the
Company dated 16 June 2015 and 7 August 2015 and the circular of the Company dated 17 July 2015.
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Continuing Connected Transactions — Renewal of the Financial Services Framework Agreement

On 29 September 2015, the Company and AVIC Finance Co., Ltd. (PR T ¥ & B AR ETAF) (‘AVIC
Finance”) entered into the financial services agreement (“the 2015 Financial Services Agreement”) for
renewal of the 2013 Financial Services Agreement (as defined in the announcement of the Company dated 3
April 2013). Pursuant to the 2015 Financial Services Agreement, AVIC Finance would provide to the Group a
range of financial services as the Company may request from time to time for a term commencing from the
date on which all the conditions under the 2015 Financial Services Agreement having been satisfied to 31
December 2018. The financial services provided by AVIC Finance to the Group are set out below:

Period ended Period ending Period ending
31 December 31 December 31 December
2016 2017 2018

(RMB) (RMB) (RMB)

Deposit services (the maximum daily outstanding
balances) (the “Deposit Cap”) 2,000,000,000 2,200,000,000 2,500,000,000

Period ended Period ending Period ending
31 December 31 December 31 December

2016 2017 2018
(USD) (USD) (USD)

Foreign exchange settlement and sale
(the maximum daily transaction amount)
(the “Spot FX Trading Cap”) 60,000,000 60,000,000 60,000,000

As one or more of the applicable percentage ratios of Deposit Cap are more than 25% but less than
75%, the deposit services contemplated under the 2015 Financial Services Agreement constituted a
major transaction of the Company under Chapter 14 of the Listing Rules. Aviation Industry is an ultimate
holding company of the Company and AVIC Finance. Under the Listing Rules, AVIC Finance is a connected
person of the Company. As each of the applicable percentage ratios of Deposit Cap and Spot FX Trading
Cap exceeds 5%, the deposit services and foreign exchange services under the 2015 Financial Services
Agreement are subject to the reporting, announcement and the independent shareholder’s approval
requirements under Chapter 14A of the Listing Rules.

The 2015 Financial Services Agreement and the transactions contemplated thereunder were approved by
the independent shareholders at the extraordinary general meeting of the Company held on 29 December
2015. For details, please refer to the announcements of the Company dated 29 September 2015 and 29
December 2015 and the circular of the Company dated 24 November 2015.
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3. Continuing Connected Transactions — Framework Agreements for the Continuing Connected Transactions of
the Group in the coming three years
The existing framework agreements, setting out the basic content of the transactions between the Group on
one hand, and AVIC Industry or AVIC International (including their respective associates, where applicable)
on the other hand, were entered into on 5 September 2012. As each of the aforesaid agreements would
expire on 31 December 2014, the Company (or its subsidiaries) entered into: (i) the “New Aviation Industry
Sale Framework Agreement”, “New Aviation Industry Purchase Framework Agreement”, “New Aviation
Industry Agency Services Framework Agreement” and “New Aviation Industry Financial Framework
Agreement” with AVIC Industry; and (i) the “New AVIC International Sale Framework Agreement”, “New
AVIC International Purchase Framework Agreement”, “New AVIC International Agency Services Framework
Agreement” and “New AVIC International Financial Framework Agreement” with AVIC International on 16
October 2014. The Engineering Company, a wholly-owned subsidiary of the Company, entered into the “New
AVIC International Construction Services Framework Agreement” with AVIC International on the same date.
Details of each of these framework agreements are set out as below:

Name of Agreement Content of Agreements Annual Cap Amount
2015 2016
(RMB) (RMB)
New Aviation Industry Sale Framework Sales of goods 150,000,000 180,000,000 200,000,000
Agreement
New Aviation Industry Purchase Procurement of goods 200,000,000 300,000,000 400,000,000
Framework Agreement
New AVIC International Sale Framework Sales of goods 3,000,000,000 3,200,000,000 3,500,000,000
Agreement
New AVIC International Purchase Procurement of goods 3,500,000,000 4,000,000,000 4,500,000,000
Framework Agreement
New Aviation Industry Agency Services Provision of agency services 120,000,000 150,000,000 200,000,000
Framework Agreement (Note 1) Acceptance of agency services 35,000,000 38,000,000 40,000,000
New AVIC International Agency Services Provision of agency services 160,000,000 200,000,000 222,000,000
Framework Agreement Acceptance of agency services 120,000,000 150,000,000 160,000,000
New Aviation Industry Financial Provision of borrowings/ 1,200,000,000 1,300,000,000 1,500,000,000
Framework Agreement guarantee
Acceptance of borrowings/ 4,500,000,000 5,000,000,000 5,000,000,000
guarantee
Provision of the collected 80,000,000 90,000,000 90,000,000
interest/guarantee fee
Acceptance of the collected 300,000,000 350,000,000 350,000,000
interest/ guarantee fees
New AVIC International Financial Provision of borrowings/ 3,000,000,000 3,500,000,000 4,000,000,000
Framework Agreement guarantee
Acceptance of borrowings/ 15,000,000,000 18,000,000,000 22,000,000,000
guarantee
Provision of the collected 200,000,000 230,000,000 280,000,000
interest/guarantee fee
Acceptance of the collected 500,000,000 600,000,000 800,000,000
interest/ guarantee fees
New AVIC International Construction Provision of construction 1,000,000,000 1,200,000,000 1,500,000,000
Services Framework Agreement services
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Continuing Connected Transactions — Framework Agreements for the Continuing Connected Transactions of
the Group in the coming three years (continued)

For details of the aforementioned continuing connected transactions, please refer to the announcement
of the Company issued on 16 October 2014 and the circular of the Company dated 25 November 2014.
The abovementioned connected transactions had been approved by the independent shareholders of the
Company at the extraordinary general meeting of the Company held on 30 December 2014.

Note:

1. The New Aviation Industry Agency Services Framework Agreement was amended and supplemented by the
supplemental agreement entered into between the Company and Aviation Industry on 16 June 2015. For details,
please refer to the announcement of the Company dated 16 June 2015.

Continuing Connected Transactions — Concessionaire Framework Agreement and Aviation Industry Property
Rental (leasing) Framework Agreement

On 30 December 2014, Rainbow Department Store Co., Ltd. (RELEHEH AR A7) (formerly known as
Shenzhen Rainbow Department Stores Co. Ltd. (RIIKRILEHEREERF]) (“Rainbow Department Store
Company”) and Fiyta (a subsidiary of the Company) entered into a concessionaire framework agreement
(the “Rainbow Concessionaire Framework Agreement”), pursuant to which Rainbow Department Store
Company agreed to allow Fiyta to occupy areas in the department stores owned and managed by Rainbow
Department Store Company in various cities in the PRC and to establish its own sales counters for the sale
of Fiyta watches and world famous watches, etc. for a term of three years commencing on 1 January 2015
and expiring on 31 December 2017. According to the Rainbow Concessionaire Framework Agreement, the
annual cap amounts in respect of the concessionaire by Fiyta to Rainbow Department Store Company for
the years ended 31 December 2015 and 2016 and the year ending 31 December 2017 shall not exceed
RMB32,000,000, RMB35,000,000 and RMB40,000,000, respectively.

On 30 December 2014, the Company and Aviation Industry entered into a property rental (leasing)
framework agreement (the “Property Rental (Leasing) Framework Agreement”), pursuant to which the
Group agreed to lease property from Aviation Industry and/or its associated companies (other than AVIC
International and its associated companies) for a term of three years commencing on 1 January 2015 and
ending on 31 December 2017. According to the Property Rental (Leasing) Framework Agreement, the
annual cap amounts in respect of leasing of real estate properties by the Group to Aviation Industry and/or
its associated companies (other than AVIC International and its associated companies) in the years ended
31 December 2015 and 2016 and the year ending 31 December 2017 shall not exceed RMB5,000,000,
RMB5,000,000 and RMB5,000,000, respectively.

On 30 December 2014, the Company and Aviation Industry entered into a property rental (letting) framework
agreement (the “Property Rental (Letting) Framework Agreement”), pursuant to which the Group agreed
to let property to Aviation Industry and/or its associated companies (other than AVIC International and
its associated companies) for a term of three years commencing on 1 January 2015 and ending on 31
December 2017. According to the Property Rental (Letting) Framework Agreement, the annual cap amounts
in respect of leasing of real estate properties by Aviation Industry and/or its associated companies (other
than AVIC International and its associated companies) to the Group in the years ended 31 December 2015
and 2016 and the year ending 31 December 2017 shall not exceed RMB5,000,000, RMB5,000,000 and
RMB5,000,000, respectively.
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Continuing Connected Transactions — Concessionaire Framework Agreement and Aviation Industry Property
Rental (leasing) Framework Agreement (continued)

Approximately 43.40% of the equity interest of Rainbow Department Store Company is owned by AVIC
Shenzhen and hence Rainbow Department Store Company and Aviation Industry are the connected
persons of the Company and accordingly the Rainbow Concessionaire Framework Agreement, the Property
Rental (Leasing) Framework Agreement and the Property Rental (Letting) Framework Agreement and the
transactions contemplated thereunder constitute continuing connected transactions of the Company under
Chapter 14A of the Listing Rules. As the applicable percentage ratios for the above transactions are more
than 0.1% but less than 5%, such transactions are subject to the reporting and announcement requirements
but are exempt from the independent shareholders’ approval requirement under Chapter 14A of the Listing
Rules. For details, please refer to the announcement of the Company dated 30 December 2014.

AUDITOR’S CONFIRMATION

For the purpose of Rule 14A.56 of the Listing Rules, the Company appointed the auditors,
PricewaterhouseCoopers, to carry out review procedures on the connected transactions in accordance with the
Hong Kong Standard on Assurance Engagements 3000 (Revised) “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 auditors provided to the Stock Exchange a copy of letter in respect of the continuing connected
transactions confirming that:

(@)

nothing has come to the auditor’s attention that causes the auditors to believe that the disclosed continuing
connected transactions have not been approved by the Board.

for transactions involving the provision of goods or services by the Group, nothing has come to the auditor’s
attention that causes the auditor to believe that the transactions were not, in all material respects, in
accordance with the pricing policies of the Group.

nothing has come to the auditor’s attention that causes the auditor to believe that the transactions were
not entered into, in all material respects, in accordance with the relevant agreements governing such
transactions.

with respect to the aggregate amount of each of the disclosed continuing connected transactions, nothing
has come to the auditor’s attention that causes the auditor to believe that the disclosed continuing
connected transactions has exceeded the annual cap set by the Company.
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Continuing Connected Transactions - Framework Agreements in relation to Leasing and
Management of Properties

The AVIC International Framework Agreements expired on 31 December 2016. To renew the agreements,
the Company entered into the New AVIC International Framework Agreements with AVIC International on 13
January 2017, each of which for a term from the day of its execution to 31 December 2019.

(1) New AVIC International Rental Framework Agreement: the Group agreed to lease to AVIC
International and/or its associated companies real estate properties during the term of the New AVIC
International Framework Agreement. The proposed annual caps for the three years from 2017 to
2019 will be RMB35,000,000.

2) New AVIC International Tenancy Framework Agreement: AVIC International and/or its associated
companies agreed to lease its real estate properties to the Group during the term of the New AVIC
International Tenancy Framework Agreement. The proposed annual caps for the three years from
2017 to 2019 will be RMB5,000,000, RMB7,000,000 and RMB7,000,000, respectively.

3) New AVIC International Property Management Framework Agreement: AVIC International and/or its
associated companies agreed to provide property management services to the Group during the term
of the New AVIC International Property Management Framework Agreement. The proposed annual
caps for the three years from 2017 to 2019 will be RMB45,000,000.

As AVIC International (including its associated companies) is a connected person of the Company, the
New AVIC International Framework Agreements and the transactions contemplated thereunder constitute
continuing connected transaction of the Company pursuant to Chapter 14A of the Listing Rules.

As the applicable percentage ratios for each of (1) the New AVIC International Rental Framework Agreement,
(2) the New AVIC International Tenancy Framework Agreement and (3) the New AVIC International Property
Management Framework Agreement exceed 0.1% but are less than 5%, each of (1) the New AVIC
International Rental Framework Agreement, (2) the New AVIC International Tenancy Framework Agreement
and (3) the New AVIC International Property Management Framework Agreement will be subject to the
reporting and announcement requirements, but are exempt from the independent shareholders’ approval
requirement under Chapter 14A of the Listing Rules. For details, please refer to the announcement of the
Company dated 13 January 2017.
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2,

Discloseable transaction, connected transaction, very substantial acquisition and very substantial
disposal - acquisition of 2 subject companies of Xiamen Company by Tianma and proposed
placing of Tianma A-shares

On 10 March 2017 (after trading hours), Tianma entered into two separate Framework Agreements with
(@) AVIC International, AVIC Shenzhen, Xiamen Company and Xiamen Jincai in relation to the acquisition
of 100% equity interest in Xiamen Tianma Company; and (b) Shanghai Industrial Investment (Group) Co.,
Ltd (“Shanghai Investment Company”) and Shanghai Zhangjiang (Group) Co., Ltd (“Shanghai Zhangjing
Company”) in relation to the acquisition of 60% equity interest in Shanghai Tian Ma Organic Light-Emitting
Company Limited (“Tianma Organic Company”).

Pursuant to the Framework Agreements, the consideration for the Acquisitions will be fully settled by issue
of Consideration Shares to the vendors under the Framework Agreements upon completion of the respective
Acquisitions at an issue price of RMB17.23 per A Share, which was determined with reference to and not
lower than the benchmarked price of the A Shares, being 90% of the Average Price for the Acquisitions. The
maximum number of Consideration Shares to be issued under the Xiamen Tianma Framework Agreement
and the Tianma Organic Framework Agreement will be 613,821,008 and 39,267,579, respectively.

Based on the maximum number of Consideration Shares to be allotted and issued and the issue price of
RMB17.23 per A Share, it is expected that the maximum consideration for the Xiamen Tianma Acquisition
and the Tianma Organic Acquisition will be RMB10,576,135,967.80 and RMB676,580,386.17, respectively.

The Acquisitions are not inter-conditional with each other.

Pursuant to the Framework Agreements, Tianma proposes to issue not more than 111,987,085 new A
Shares to not more than 10 investors. The placing price of the Placing Shares shall not be lower than 90%
of the Average Price for the Proposed A Shares Placing and shall not be lower than the issue price of the
Consideration Shares pursuant to the Framework Agreements, which is subject to the rules and regulations
of CSRC and Shenzhen Stock Exchange. The proceeds to be raised under the Proposed A Shares Placing
will be used for the construction of LTPS and CF production line of Xiamen Tianma Company, including
expenses on purchase of equipment and installation which is in line with the requirement of CSRC. The
success or failure of the Proposed A Shares Placing would not affect the Acquisitions and the Consideration
Issue.

As one or more of the applicable percentage ratios (as defined under the Listing Rules) in respect of the
Xiamen Tianma Acquisition exceed(s) 100%, the Xiamen Tianma Acquisition constitutes a very substantial
acquisition of the Company under Chapter 14 of the Listing Rules. As at the date of this report, AVIC
International is a controlling Shareholder holding approximately 37.50% of the issued share capital of the
Company, and it owns 100% equity interest in AVIC Shenzhen, which in turn is a controlling Shareholder
holding approximately 33.93% of the issued share capital of the Company. Xiamen Tianma Company is held
as to 30% in aggregate by, and thus an associate of, AVIC International and AVIC Shenzhen. Hence, the
Xiamen Tianma Acquisition also constitutes a connected transaction of the Company under Chapter 14A of
the Listing Rules and is therefore subject to the reporting, announcement and Independent Shareholders’
approval requirements pursuant to the Listing Rules.

As one or more of the applicable percentage ratios (as defined under the Listing Rules) in respect of
the Tianma Organic Acquisition exceed(s) 5% but are all less than 25%, the Tianma Organic Acquisition
constitutes a discloseable transaction of the Company under Chapter 14 of the Listing Rules, and is
therefore subject to the reporting and announcement requirements pursuant to the Listing Rules.
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2. Discloseable transaction, connected transaction, very substantial acquisition and very substantial

disposal - acquisition of 2 subject companies of Xiamen Company by Tianma and proposed
placing of Tianma A-shares (continued)
Assuming the Acquisitions have been completed, upon completion of the Consideration Issue (assuming the
maximum number of Consideration Shares as provided under the Framework Agreements are issued), the
equity interest of the Company held in Tianma will be diluted from approximately 20.81% to approximately
15.98% (including 1.79% equity interest held by Xiamen Company, a wholly-owned subsidiary of the
Company). If Tianma proceeds with the Proposed A Shares Placing after completion of the Acquisitions, the
equity interests of the Company held in Tianma will be further diluted to approximately 15.16% (including
1.70% equity interest held by Xiamen Company, a wholly-owned subsidiary of the Company) of the enlarged
issued share capital of Tianma (assuming 111,987,085 new A Shares are issued) upon completion of the
Proposed A Shares Placing. Such dilution in interest in Tianma as a result of the Consideration Issue and
the Proposed A Shares Placing will constitute a deemed disposal of interest in Tianma held by the Company
pursuant to Rule 14.29 of the Listing Rules. As one or more of the applicable percentage ratios (as defined
under the Listing Rules) for the Consideration Issue and the Proposed A Shares Placing exceed(s) 75%, the
dilution of the Company’s equity interest in Tianma as a result of the Consideration Issue and the Proposed
A Shares Placing constitutes a very substantial disposal of the Company under Rule 14.06 of the Listing
Rules and the transactions are therefore subject to announcement, reporting and Shareholders’ approval
requirements under Chapter 14 of the Listing Rules. Please refer to the announcement of the Company
dated at 10 March 2017 for details.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

In accordance with the code provision A.2.1 of the Corporate Governance Code as set out in Appendix 14 of the
Listing Rules (the “Code”), the roles of the chairman and the chief executive should be separate and should not
be performed by the same individual. The responsibility of the chairman and the chief executive should be clearly
established in writing. During the financial year ended 31 December 2016, the executive Directors exercised the
function of the management of the Company and the Company did not appoint any chief executive. The Board
held meetings regularly to consider major matters that influence the operation of the Group. The Board considers
that the structure will not impair the balance of authority and power between the Board and the management
of the Company. Each executive Director being assigned with different functions will complement the role of the
Chairman. The Board believes that this structure is beneficial for establishing a stable and consistent leadership,
which will enable an effective operation of the Group. Except for the aforesaid, for the financial year ended 31
December 2016, the Company has complied with all the code provisions of the Code.

SECURITIES TRANSACTIONS BY DIRECTORS AND SUPERVISORS

The Model Code for Securities Transactions by Directors of Listed Issuers set out in Appendix 10 of the Listing
Rules (the “Model Code”) has been adopted as a code of securities transactions for the Directors and supervisors.
The Company, having made specific enquiries with all Directors and supervisors, confirmed that, during the year
ended 31 December 2016, all Directors and supervisors had complied with the required standards of dealing in
securities specified in the Model Code.

AUDIT COMMITTEE

The Board has established an audit committee (the “Audit Committee”) in compliance with the Listing Rules to fulfill
the functions of reviewing and monitoring the financial reporting processes and internal control of the Company.
The Audit Committee members currently comprise the independent non-executive Directors, namely Ms. Wong Wai
Ling, Mr. Wu Wei and Mr. Wei Wei. The Audit Committee has reviewed and confirmed this results announcement
and the audited financial statements of the Group for the year ended 31 December 2016.
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INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Board has obtained written confirmations from all independent non-executive Directors concerning their
independence in accordance with Rule 3.13 of the Listing Rules during the year ended 31 December 2016.
The Directors consider that the independent non-executive Directors had remained independent based on the
requirements set out in Rule 3.13 of the Listing Rules during the year ended 31 December 2016.

PUBLIC FLOAT

Based on the publicly available information and to the best knowledge of the Directors as at the latest practicable
date with respect to the publication of this annual report, the Company has maintained sufficient public float as
required under the Listing Rules.

AUDITORS

PricewaterhouseCoopers will retire in the forthcoming annual general meeting of the Company and, being eligible,
offer itself for re-appointment. A resolution for the re-appointment of PricewaterhouseCoopers as auditors of the
Company will be proposed at the forthcoming annual general meeting. The Company has not changed its external
auditors in any of the preceding three years.

By order of the Board

AVIC International Holdings Limited
Liu Hong De

Chairman

Shenzhen, the PRC, 10 March 2017
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REPORT OF THE AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”) currently comprises Ms. Wong Wai Ling, Mr.
Wu Wei and Mr. Wei Wei, and is chaired by Ms. Wong Wai Ling. During the year ended 31 December 2016,
the Audit Committee, a subcommittee of the Board, performed its duties in strict compliance with the Code
and had effectively monitored the Company’s financial incomes and expenses and its operating activities
for the year ended 31 December 2016. It had reviewed the Company’s financial statements and interim and
annual reports, as well as supervised the internal control and information disclosure of the Company, and
enhanced its communication with the auditors to ensure that they have imposed effective supervision on
the Company’s operation and management. The works of the Audit Committee during the year ended 31
December 2016 are summarized as follows:

M)

Vi)

Understanding the actual operations and the progress of major events of the Company, its controlling
companies and its subsidiaries, and reviewed the financial statements compiled by the Company;

Overseeing the quality of internal auditing and the disclosure of financial information pursuant to
the disclosure requirements of the Listing Rules for listed issuers, reviewing the interim and annual
financial statements prior to the submission to the Board, and communicating closely with the
auditors to reach a consensus in all material aspects of the audit report;

Examining the completeness of the Company’s financial statements and interim and annual reports
and reviewing the major opinions in respect of financial reporting of financial information set out in the
financial statements in accordance with the professional ethics of independence, objectiveness and
fairness;

Acting as the major representative for the communications between the Company and the external
auditors pursuant to the Code and monitoring their relationship; reviewing and examining the
independence of the external auditors and the effectiveness of the audit procedures in accordance
with the applicable standards;

Reviewing the implementation of the connected transactions of the Company in the year ended 31
December 2016;

Providing guidance in respect of internal control, and considering and approving the working plan for
internal auditing for the year ended 31 December 2016.

The annual result and consolidated financial statements for the year ended 31 December 2016 of the Group
had been reviewed by the Audit Committee.
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. REPORT OF THE AUDIT COMMITTEE (continued)

The Audit Committee held two meetings during the year ended 31 December 2016, the details of which are

as follows:
Subcommittee Audit Committee
Members Ms. Wong Wai Ling, Mr. Wu Wei, Mr. Wei Wei
Number of meetings held 2
Date of meetings held 17 March 2016
19 August 2016
Proposals considered 1. The Proposal to Review the Auditor’'s Report, Results

Announcement and Report of Directors of the Company for 2015

The Proposal to Review the Compliance of the Connected
Transactions of the Company

The Proposal to Review the Enhancement of Corporate
Governance and Internal Control of the Company

The Proposal to Review the Interim Financial Report and the
Interim Report on Consolidated Results of the Company for 2016

The Proposal to Review the Corporate Governance and the
Internal Control of the Company for the First Half of 2016

Il. REPORT OF THE REMUNERATION COMMITTEE

The remuneration committee of the Company (the “Remuneration Committee”) currently comprises Mr. Liu
Hong De, Mr. Chen Hong Liang, Ms. Wong Wai Ling, Mr. Wu Wei and Mr. Wei Wei, and is chaired by
Mr. Wei Wei. During the year ended 31 December 2016, the Remuneration Committee had reviewed
the remuneration policy and the payment method for the Directors and supervisors. It had also made an
assessment on the disclosure of the remuneration of the Directors and supervisors in the Company’s annual
report and is of the opinion that the remuneration standard set for the Directors and supervisors was in
compliance with the relevant requirements of the Stock Exchange and the Company’s remuneration policy
and the remuneration disclosures in the Company’s annual report were true and accurate. The works of the
Remuneration Committee in the year ended 31 December 2016 are summarized as follows:

) During the year ended 31 December 2016, the Remuneration Committee had reviewed the
remuneration policy or scheme for all executive Directors and supervisors of the Company in
accordance with laws, statutes and the articles of associations of the Company, and made
recommendations to the Board on the remuneration of non-executive Directors to ensure that none
of the Directors was involved in the determination of his remuneration. It was delegated with the
responsibility by the Board to determine the amount of benefits in kind, pension and compensation
payments, including any compensation payable for loss or termination of their office or appointment;
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Il. REPORT OF THE REMUNERATION COMMITTEE (continued)
1) The Remuneration Committee had supervised the establishment of a formal and transparent
procedure to formulate the remuneration policy and structure of the Directors and supervisors of the
Company;

1) The Remuneration Committee had reviewed the remunerations of the Company’s Directors
and supervisors for the year ended 31 December 2016, and considered that the procedure for
the determination of remuneration and distribution standard comply with the provisions of the
remuneration system;

V) The Remuneration Committee had reviewed the performance of duties by the Directors and
supervisors, and assessed their annual performance for the year ended 31 December 2016. It had
also monitored the implementation of the Company’s remuneration policies.

The Remuneration Committee held three meetings during the year ended 31 December 2016, the details of
which are as follows:

Subcommittee Remuneration Committee

Members Mr. Wu Guang Quan (resigned), Mr. Liu Hong De, Mr. Chen Hong Liang,
Ms. Wong Wai Ling, Mr. Wu Wei, Mr. Wei Wei

Number of meeting held 3

Date of meeting held 17 March 2016

13 December 2016
28 December 2016

Proposals considered 1. The Proposal to Review the Remuneration Policy of the Directors
of the Company for 2015

2. The Proposal to Review the Procedure for the Determination of
the Remuneration Policy of the Company

3. The Proposal to Review the Remuneration, Benefits and Director
Service Contract of Ms. Zhou Chun Hua

4. The Proposal to Review the Remuneration, Benefits and Director
Service Contract of Mr. Liu Hong De
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REPORT OF THE NOMINATION COMMITTEE

The nomination committee of the Company (the “Nomination Committee”) currently comprises Mr. Liu Hong
De, Mr. Chen Hong Liang, Ms. Wong Wai Ling, Mr. Wu Wei and Mr. Wei Wei, and is chaired by Mr. Wu Wei.
During the year ended 31 December 2016, the Nomination Committee had reviewed the structure, size and
composition of the Board, as well as the qualification and experience of the candidates. It also had reviewed
the independence of independent non-executive Directors. The Nomination Committee considered that the
structure of the Board complies with the requirement of the Listing Rules, all of the Directors are competent
to act as director of the Company, including their skills, knowledge and experience. All of the independent
non-executive Directors met the requirement of independence under Rule 3.13 of the Listing Rules during
the year ended 31 December 2016. The works of the Nomination Committee during the year ended 31
December 2016 are summarized as follows:

) During the year ended 31 December 2016, the committee had considered and reviewed the
structure, size and composition of the Board, including skills, knowledge and experience of the
Directors, and made recommendations to the Board regarding any proposed change to the structure
of the Board to complement the Company’s corporate strategy;

1) The Nomination Committee had considered the suitability of a candidate to act as a director on the
basis of the candidate’s qualification, experience, integrity and potential contribution to the Company;
and

1) The Nomination Committee had assessed the independence of independent non-executive Directors
under the requirements set out in Rule 3.13 of the Listing Rules.

The Nomination Committee held three meetings during the year ended 31 December 2016, the details of
which are as follows:

Subcommittee Nomination Committee

Members Mr. Wu Guang Quan (resigned), Mr. Liu Hong De, Mr. Chen Hong Liang,
Ms. Wong Wai Ling, Mr. Wu Wei and Mr. Wei Wei

Number of meetings held 3

Date of meetings held 17 March 2016

13 December 2016
28 December 2016

Proposals considered 1. The Proposal to Review the Structure, Size and Composition of
the Board
2. The Proposal to Review the Independence of Independent Non-

executive Directors
3. The Proposal to Review the Board’s Diversity Policy

4. The Proposal on the appointment or re-appointment or succession
of Directors

5. The Proposal to Review the Recommendation of Ms. Zhou Chun
Hua as executive Director

6. The Proposal to Review the Recommendation of Mr. Liu Hong De
as executive Director
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Report of the Supervisory Committee

The Company held the meeting of employee representatives on 24 April 2015 to elect one employee as the
supervisor for employee representatives and jointly established the supervisory committee with the supervisors re-
elected or appointed during the annual general meeting of the Company held on 18 June 2015 (the “Supervisory
Committee). The Supervisory Committee of the current session will take office for 3 years, until the annual general
meeting for the year of 2017 of the Company to be held in 2018.

The Supervisory Committee currently comprises 4 supervisors, namely Mr. Cao Jiang (chairman of the Supervisory
Committee), Mr. Liang Chi, Mr. Liu Yong Ze and Mr. Yang Xi (supervisor for employees).

During the year of 2016, all members of the Supervisory Committee earnestly performed the function of supervision
in accordance with the regulations and requirements of the Company Law of the People’s Republic of China,
the articles of associations of the Company and the procedure rules of the Supervisory Committee. By means
of exercising their functions independently pursuant to the laws through attending the meetings of board of
Directors as a non-voting member and convening the meeting of the Supervisory Committee, the members of the
Supervisory Committee supervised and examined the operations of the Company in accordance with the laws,
the financial position of the Company, the implementation of resolutions passed in the shareholders’ general
meetings, the process of making major decisions by the Board, the legality and compliance for the operation and
management activities of the Company as well as the performance of duties by the Directors. It was thus procured
that the Company is operated legally with a view to safeguard the benefits of the Company, its shareholders and
employees.

The Supervisory Committee considers that during the year ended 31 December 2016, the Company’s operation,
financial auditing and result and daily operation and management complied with relevant provisions of the Listing
Rules and the articles of associations of the Company; the Board members are scrupulous about their duties,
without breach of laws or rules or damaging the Company’s benefits by utilizing their powers.

The Supervisory Committee expresses the following opinions for the performance of the operation of the Company
during the year ended 31 December 2016:

THE SUPERVISORY COMMITTEE’S INDEPENDENT OPINIONS ON THE LEGAL
OPERATION OF THE COMPANY

During the year ended 31 December 2016, the Company strictly compiled with the laws and statutes such as the
Company Law of the People’s Republic of China, the Securities Law of the People’s Republic of China, articles of
associations of the Company and the Listing Rules, established sound internal control system, while the Company is
normal and the decision-making procedure is in compliance with the relevant law and regulation. The shareholders’
general meetings and the Board meetings were convened in accordance with the procedures as provided in the
relevant laws, regulations and the Company’s articles of association, where the contents of the relevant resolutions
were legal and valid. When fulfilling duties, the Directors an consciously safeguard the benefits of the Company and
its shareholders, adhere to the principles of good faith and diligence, and do not violate any laws or statutes, or
damage the Company’s benefits.
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THE SUPERVISORY COMMITTEE’S INDEPENDENT OPINIONS ON REVIEW OF
COMPANY'’S FINANCIAL STATUS

The Supervisory Committee had reviewed the relevant information such as the 2016 interim report, 2016 annual
report and 2016 auditor’s report presented by PricewaterhouseCoopers, the auditor of the Company, with
unqualified opinion. The Supervisory Committee considered that the Company’s finance system and internal control
system are sound, the financial operation is normal and financial status is good, and that the auditor’s report can
truly, objectively and fairly reflect the financial position and operating results of the Company in the year of 2016.

THE SUPERVISORY COMMITTEE’S INDEPENDENT OPINION ON THE ACQUISITION
AND DISPOSAL OF ASSETS BY THE COMPANY

During the year ended 31 December 2016, the acquisition and disposal of assets by the Company were in
compliance with the requirements of laws and regulations including the Company Law of the People’s Republic
of China, the Securities Law of the People’s Republic of China, and the Listing Rules as well as the articles of
association of the Company and the required review procedures had been performed to ensure that there was no
damage to the interests of the Company nor any impairment to the Company’s assets.

THE SUPERVISORY COMMITTEE’S INDEPENDENT OPINION ON THE CONNECTED
TRANSACTIONS OF THE COMPANY

The Supervisory Committee had reviewed the connected transactions and continuing connected transactions of
the Company during the year ended 31 December 2016 and considered that such connected transactions of the
Company during the year were in line with the Company’s needs for business development and long-term growth,
and strictly in compliance with the requirements of the Listing Rules, the articles of association of the Company
and the Internal Reporting System for Major Events and Connected Transactions issued by the Company. The
Company had conducted the review and disclosure procedures such that the interests of the Shareholders and the
Company were not prejudiced.

We hereby report.

By Order of the Supervisory Committee
Cao Jiang
Chairman of the Supervisory Committee

Shenzhen, the People’s Republic of China
10 March 2017
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Independent Auditor’s Report

TO THE SHAREHOLDERS OF

AVIC INTERNATIONAL HOLDINGS LIMITED

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

OPINION

What we have audited

The consolidated financial statements of AVIC International
Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 158 to 360, which comprise:

o the consolidated balance sheet as at 31 December 2016;

° the consolidated statement of profit or loss for the year
then ended;

° the consolidated statement of comprehensive income for

the year then ended;

o the consolidated statement of changes in equity for the
year then ended;

o the consolidated statement of cash flows for the year
then ended; and

° the notes to the consolidated financial statements, which
include a summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2016, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting
Standards (“IFRSs”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

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

We conducted our audit in accordance with International
Standards on Auditing (“ISAs”). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of
our report.

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

Independence
We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (“IESBA Code”), and we
have fulfilled our other ethical responsibilities in accordance with
the IESBA Code.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.

Key audit matters identified in our audit are summarised as
follows:

. Impairment assessment of goodwill

o Revenue recognition using percentage-of-completion
method

o Consolidation of entities in which the Group holds less

than 50% of voting rights
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Key Audit Matter
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How our audit addressed the Key Audit Matter
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Impairment assessment of goodwill
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Refer to Note 5.1 (f) (Critical accounting estimates
and assumptions) and Note 8 to the consolidated
financial statements.

As at 31 December 2016, goodwill as stated
in the consolidated balance sheet amounted
to RMB960,054,000. The goodwill was mainly
attributed to the acquisitions of 69.77% interest of
AVIC Weihai Shipyard Company Limited in 2011,
100% interest of Deltamarin Oy in 2013, 89.02%
interest of KHD Humboldt Wedag International
AG and 90% equity interest in Wuhan Tianma
Microelectronics Co., Ltd in 2014. No impairment
of goodwill was made.
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We evaluated the composition of management’s future
cash flow forecasts, and the process by which they
were drawn up. In particular, we focused on whether
they had identified all the relevant CGUs. We found that
management had followed their documented process
for drawing up future cash flow forecasts, which was
approved by the management.

For all CGUs, we also evaluated management’s
assumptions in the cash flow forecasts for:

- the revenue growth rates and gross margins,
by comparing them to economic and industry
forecasts; and

- the discount rates, by assessing the cost of

capital for the Group and comparable companies,
as well as considering territory specific factors.
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Key Audit Matter How our audit addressed the Key Audit Matter
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Impairment assessment of goodwill (continued)
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We focused on goodwill impairment assessment

performed by management due to the size of the We evaluated management’s sensitivity analysis to
goodwill and because of the significant judgments assess the impact on the goodwill impairment by
required in estimating the revenue growth rates, reasonable possible changes to the revenue growth
gross margins and the discount rates, in computing rates and discount rates.

the recoverable amounts of cash-generating units

(“CGUs”) in the assessment. Based on the procedures performed and evidence

obtained, we found management’s judgments in
determining the impairment assessment of goodwill were
supportable.

WEBRRTHRBED L EFE
Revenue recognition using percentage-of-completion method
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EHREERTI2EEHEEENAENRARE L We selected, on a sample basis, contracts to examine

B AT E o management’s budget of the cost components, such as
costs of materials, subcontracting fees and labour costs.

Refer to Note 5.1 (g) (Critical accounting estimates

and assumptions) to the consolidated financial We compared the budgeted component cost to

statements. supporting documents including but not limited to
invoices, price quotations and rate of labour costs.

The percentage-of-completion method has been

used to account for contract revenue. The contract

revenue amounted to RMB7,279,812,000 and it

represented approximately 22% of the total revenue

of the consolidated financial statements for the year

ended 31 December 2016. The stage of completion

is measured by reference to the contract costs

incurred to date compared to the estimated total

costs for the contracts.
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How our audit addressed the Key Audit Matter
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Revenue recognition using percentage-of-completion method (continued)
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We focused on revenue recognition using
percentage-of-completion method because of its
significance to the consolidated financial statements
and the significant assumptions and judgments
made by management in estimating the total
contract costs.
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For each selected contract, we compared by cost
component of the actual cost incurred up to year end
to the budgeted cost and obtained explanation from
management for significant variances.

We compared the historical actual gross profit margin to
the budgeted gross profit margin for the assessment of
the management budgetary process.

Based on the procedures performed and evidence
obtained, we found management’s judgments in
applying the percentage-of-completion method were
supportable.
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How our audit addressed the Key Audit Matter
EANESTNAEERARETSE

Consolidation of entities in which the Group holds less than 50% voting rights
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Refer to Note 5.2 (a) (Critical judgments) to the
consolidated financial statements.

(1)

As at 31 December 2016, the Company,
AVIC International Holding Corporation
(“AVIC International”), the ultimate holding
company of the Company, and AVIC
International Shenzhen Company Limited
(“AVIC Shenzhen”), the immediate holding
company of the Company, held 20.81%,
5.56% and 5.79% equity interests of
Tianma Microelectronics Co. Ltd. (“Tianma”)
respectively. The other equity interests were
held by public shareholders. The Company
has entered into an agreement with AVIC
International and AVIC Shenzhen since
January 2014 that AVIC International and
AVIC Shenzhen agreed to follow the votes
of the Company in Tianma’s shareholders’
meetings.
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We examined the Company’s agreement with AVIC
International and AVIC Shenzhen and discussed with
the lawyers to understand the interpretation of the
agreement. We checked the voting history of Tianma’s
shareholders’ meetings from January 2014 and noted
that AVIC International and AVIC Shenzhen followed the
votes of the Company.

We checked the share register books of Tianma and
Fiyta and noted that the Company has more voting rights
than other shareholders and understood the dispersion
of the other equity interests held by the public.

We checked the attendance and voting patterns of the
top 15 shareholders at shareholders’ meetings in the
past 5 years.

PRBERERROBRAT 151



B3 R BED R
Independent Auditor’s Report

lIlllllll........lIIllIl-----___
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How our audit addressed the Key Audit Matter
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Consolidation of entities in which the Group holds
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As at 31 December 2016, the Company held
37.15% equity interests in Fiyta Holdings
Limited (“Fiyta”) and the other equity
interests were held by public shareholders.

The directors of the Company considered that the
Company has de facto control over Tianma and
Fiyta as subsidiaries despite its equity interests
was below 50% in consideration of all facts and
circumstances, including but not limited to:

a) The contractual arrangement with other
shareholders;

b) More voting rights than other shareholders;

C) There is a dispersion of holdings of other

shareholders;
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less than 50% voting rights (continued)
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We examined the constitution of the board of directors
of Tianma and Fiyta in the board minutes and noted that
more than half of the directors were directors or senior
management of the Company during the year ended 31
December 2016.

We enquired the management of Tianma and Fiyta
that the Company has involvement in decisions and
operations in Tianma and Fiyta, which indicated that the
Company has more than a passive interest in them.
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BRETEE

BERERETR¥BRERNERESHARE)

How our audit addressed the Key Audit Matter
EANESTNAEERARETSE

Consolidation of entities in which the Group holds less than 50% voting rights (continued)
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d) Attendance and voting patterns at previous
shareholders’ meetings; and

e) The Company has majority of board seats in
the board meetings.

We focused on this matter because of its
significance to the consolidated financial statements
and the significant judgments and assumptions
made by management in determining de facto
control.

2016F E s
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Based on the procedures performed and evidence
obtained, we found management’s judgments in relation
to the Company’s de facto control over Tianma and
Fiyta was appropriate.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises all of the
information included in the annual report other than the
consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears to
be materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this
regard.

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE FOR
THE CONSOLIDATED FINANCIAL STATEMENTS
The directors of the Company are responsible for the
preparation of the consolidated financial statements that give a
true and fair view in accordance with IFRSs 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.
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In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as
a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. We
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.
Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

o Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal
control.
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Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.

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

Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.
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We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during
our audit.

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

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

The engagement partner on the audit resulting in this
independent auditor’s report is Cheung Chin Hoo, Albert.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 10 March 2017
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Consolidated Balance Sheet

RZZ—RE+-HA=+—H As at 31 December 2016

BEt+t=-HA=+—H1

As at 31 December

BE ASSETS
EREEE Non-current assets
+ b {55 P A Land use rights 7 2,195,136 2,195,127
[EES Goodwill 8 960,054 945,168
B AE Intangible assets 9 872,363 774,812
ME - WEREE Property, plant and equipment 10 13,520,552 12,965,842
KEME Investment properties 11 1,968,682 2,321,920
FETR Construction-in-progress 12 3,993,953 3,175,032
FAEZREARAKRE  Investments accounted for
using the equity method 14 4,525,143 4,853,629
B 5 & E A fE UG 08 Trade and other receivables 21 1,727,577 1,778,825
A HESREE Available-for-sale financial assets 16 583,560 604,151
RICFISHEE Deferred income tax assets 17 617,769 670,315
HiIERBEE Other non-current assets 18 614,749 331,343
31,579,538 30,616,164
RBEE Current assets
FE Inventories 19 5,805,348 5,794,711
LR Properties under development 20 679,923 777,822
B 5 NhE b EW R IE Trade and other receivables 21 14,913,716 13,040,885
FEWNA X TIZEFPIE  Amounts due from customers for
contract work 22 1,841,368 2,284,105
BARBEIEEHESH Financial assets at fair value through
FAERNTREE profit or loss 23 2,901 4,385
EARRITIFR Pledged bank deposits 24 937,562 327,132
Be&MEEEEY Cash and cash equivalents 25 9,020,381 11,780,904
33,201,199 34,009,944
HBEE Total assets 64,780,737 64,626,108
R EQUITY
AATIREREE ARE(LE Capital and reserves attributable to
REAEE owners of the Company
R AR Share capital 26 1,166,162 1,166,162
R% 15 % (B Share premium 26 1,512,380 1,512,380
Hib s Other reserves 27 1,175,232 1,234,425
AR AR TR 7B 5 Perpetual subordinated convertible
securities 28 2,781,674 2,781,674
AOEHMHE Retained earnings 5,403,799 4,845,122
12,039,247 11,539,763
FERBRRER Non-controlling interests 13 13,327,266 12,801,353
R Total equity 25,366,513 24,341,116
158 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2016
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Consolidated Balance Sheet
RZZE—R"F+_H=+—H As at 31 December 2016

BE+=-A=+—HLt

As at 31 December

—E—RF
2016
izt AR¥FT
Note RMB’000
aE LIABILITIES
FRBEE Non-current liabilities
RN Borrowings 29 8,904,854 10,221,222
REFTSFH AR Deferred income tax liabilities 17 617,537 802,870
TR AL R E YA Deferred income on government grants 30 1,447,927 1,281,023
B Provisions 34 196,461 200,998
B 5 N HE A EA RIE Trade and other payables 33 73,391 52,354
RIK R EAEFHEFEZF Retirement and other supplemental
benefit obligations 31 414,274 379,244
HEiIEmEAas Other non-current liabilities 32 80,332 91,010
11,734,776 13,028,721
REEE Current liabilities
B 5 MEMETE Trade and other payables 33 17,056,217 17,082,183
FERAXITIZEFIE  Amounts due to customers for
contract work 22 975,536 737,526
B Borrowings 29 9,319,542 8,772,371
BARBEFEEE®ESH Financial liabilities at fair value through
FAERNESREE profit or loss 23 - 3,122
BNEAPRIS TR B (R Current income tax liabilities 301,509 207,568
BRINEHEMTT Retirement and other supplemental
BAEE benefit obligations 31 15,742 15,865
HEimEhaE Other current liabilities 32 10,902 437,636
27,679,448 27,256,271
e s Total liabilities 39,414,224 40,284,992
HESRAE Total equity and liabilities 64,780,737 64,626,108

FEMT 55167 =360 B HMf s A

A ERE MR OAKE D

The accompanying notes on page 167 to 360 are an integral part of these consolidated financial statements.

BE MR

Director: Liu Hong De

% @il

Director: You Lei

F158EIOEMPFHMEREN T —+F=-ATAKESTSHE  UHESEARES -
The financial statements on page 158 to 360 were approved by the Board of Directors on 10 March 2017 and

were signed on its behalf.

2016F E s
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Consolidated Statement of Profit or Loss

HEZT—"F+ZA=1+—HILFE For the year ended 31 December 2016

7—_

BE+-A=+—HLFE

Year ended 31 December

—ET—hHF
2015
Hiat AR TFor
Note RMB’000

BEREEK Continuing operations
WA Revenue 6 33,007,917 34,350,511
SHE P AR Cost of sales 37 (27,320,697) (28,626,801)
EF Gross profit 5,687,220 5,723,710
HEER Distribution costs 37 (1,897,085) (2,028,121)
1T EH Administrative expenses 37 (3,307,045) (3,301,805)
WEME N BEWS  Fair value gain on investment properties 11 212,438 102,562
H A YA Other income 35 664,174 832,907
HibUezs,(E18) — %% Other gains/(losses) — net 36 467,566 (25,016)
B RR Operating profit 1,827,268 1,304,237
BAEWA Finance income 38 591,275 543,064
& AR Finance costs 38 (843,134) (904,596)
BB —FHE Finance costs — net (251,859) (361,532)

AR EABERE(L  Share of profit of investments accounted

1% & i A for using the equity method 14 222,486 613,087
RTS8 AR R Profit before income tax 1,797,895 1,555,792
iSRG 2 Income tax expense 40 (509,923) (336,966)

AEERBFELE Profit for the year from continuing

EXER operations 1,287,972 1,218,826
BRIEEK Discontinued operations
REFRBOKIEER  Profit for the year from discontinued

il operations - 464,665
REEER Profit for the year 1,287,972 1,683,491
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HE-Z—XRF+=A=+—HILFE For the year ended 31 December 2016

BE+-A=+—HLFE

Year ended 31 December

—E-hF
2015
Bt AREFr
Note RMB’000
FEAEER] - Attributable to:
RATIERFEA Owners of the Company 806,066 1,212,308
AR AR R Non-controlling interests 481,906 471,183
1,287,972 1,683,491
AATEFZEZEEAEM  Profit attributable to owners of
A the Company arises from:
BHESEER Continuing operations 806,066 733,202
OARIFER Discontinued operations - 479,106
806,066 1,212,308
AATERBFEAERN  Earnings per share from continuing
FELiFEREERR and discontinued operations
BRIEEXRERAER attributable to the owners of the
(BRUARYTHI;R) Company for the year:
(RMB per share)
BREXREF Basic earnings per share 41
BB E TS From continuing operations 0.6674 0.6137
B IEER From discontinued operations - 0.4168
REEHF From profit for the year 0.6674 1.0305
SREERR Diluted earnings per share 41
BEGEETK From continuing operations 0.4096 0.3758
B IEER From discontinued operations - 0.2456
REERF From profit for the year 0.4096 0.6214

BEM 167 2360 E M T RZ FiR A M IBIHRRNEK D -
The accompanying notes on page 167 to 360 are an integral part of these consolidated financial statements.
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Consolidated Statement of Comprehensive Income

HEZT—"F+ZA=1+—HILFE For the year ended 31 December 2016

7_

BE+t-A=1t—-HLEE

Year ended 31 December

—E—XKEF —ZT—AF

2016 2015

k2 ARKTFTT ARETFr

Note RMB’000 RMB’000

REERF Profit for the year 1,287,972 1,683,491
Hit 2wk - Other comprehensive income:

NEJEFH A IEZERAEH  Items that will not be reclassified to
profit or loss

EFHEBMEFEMT - Remeasurements of post-employment

AING K benefit obligations, gross of tax 31 (17,443) 162
EFEEBMERNEMT - Remeasurements of post-employment

Rk benefit obligations, tax 4,824 (1,497)

BEMEE AR EYEKE  Gain on transfer of owner-occupied
EEM - RIMBRE  property to investment property,

gross of tax 7,081 965
BEYEE AR EYERE  Gain on transfer of owner-occupied
B - B property to investment property, tax (969) (149)

RGBT 22 Bz /)THH Items that may be subsequently
reclassified to profit or l0ss

HNEITE Z 5 Currency translation differences (45,502) (147,032)
DMEBL AT EM2MEEIE Share of an associate’s other
comprehensive loss - (268)
FAREMZEEE Other comprehensive loss for the year,
(NBRBE ) net of tax (52,009) (147,819)
FRAZHEAKRZE Total comprehensive income for
(NBRBEFR) the year, net of tax 1,235,963 1,535,672
FEL - Attributable to:
NG EESESUN — Owners of the Company 729,392 1,061,814
IR AR R R e - Non-controlling interests 506,571 473,858
FAZEARSR Total comprehensive income
for the year 1,235,963 1,635,672

RATERISEAEN Total comprehensive income

EHARE - attributable to owners of the
Company arises from:
SIERE R Continuing operations 729,392 582,783
BAIFER Discontinued operations - 479,031

729,392 1,061,814

BEFH 55167 E360 B MM it M Fir B MR R AR

The accompanying notes on page 167 to 360 are an integral part of these consolidated financial statements.
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Consolidated Statement of Changes in Equity

HEZT—"F+ZA=1+—HLFE For the year ended 31 December 2016

ALARBRAAES

Attributable to owners of the Company

e

Share

Capital

Wit BT
Note RMB’000

Riia

Share
premium
ABRTR
RMB’000

XARR
TiRES
Perpetual

subordinated
convertible
securities
AREFR
RMB’000

Effite
Other
reserves
AREFR
RMB’000

FBR

RRER

AOEAR Non-
Retained @3t controlling
earnings Total interests
AGRFT AREFT AREFR
RMB'000  RMB'000  RMB'000

W=B-xE-A-BMH&E Balance as at 1 January 2016 1,166,162 1,512,380 2,781,674 1,234,425 4845122 11,530,763 12,801,353 24,341,116
REERF Profit for the year - - - - 806,066 806,066 481,906 1,287,972
Ah2ENE Other comprehensive income - - - (16,674) - (76,674) 24,665 (52,009)
Eqitlve Total comprehensive income - - - (76,674) 806,066 729,392 506,571 1,235,963
HERBEANRS Transactions with owners
PEBEARRESER  Share of reserves of an associate 14
RREFRSMELNEE  arsing from its ransactions with
non-controlling interests - - - 3,128 - 3,128 - 3,128
HEMBAR Disposels of subsidiaries 430) - - - - - - (63641)  (63,641)
FERRRER T Capital contributed by non-controling 43
interests - - - - - - 220,000 220,000
ERIRE-R24EES  Special reserve - safety production fund 27 - - - 195 - 195 85 280
A Appropriation to other reserves - - - 14158 (14,159) - - -
“E-RERE Dividends for 2015 42 - - - - (233,231)  (233,231) (187,102 (370,333
EEREEANRSEE  Total transactions with owners - - - 17481 (47,389) (229908 19,342 (210,566)
RZZ-RE Balance as at 31 December 2016
TZA=t-BNEY 1,166,162 1,512,380 2,781,674 1175232 5403799 12,039,247 13,327,266 25,366,513

2016F E s
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Consolidated Statement of Changes in Equity
HE-ZT—XR"F+=-A=+—HILFE For the year ended 31 December 2016

7_

ARTRERAAER

Attributable to owners of the Company

B
Perpetual
R subordnated  EHEE &

Share Share  convertible Other  Retained controlling
Capital securities reserves eamnings interests

=

RoE-RE-B-AMES Balance as at 1 January 2015 1,110,682 1,294,633 2,781,674 683289 3778032 9648200 8769837 18,418,097
KEERF Profit for the year - - - - 1212308 1,212,308 471,183 1,683,491
EtRENE Other comprehensive income - - - (150494 - (150494 2675 (147819)
2EAN Total comprehensive income - - - (150,494) 1,212,308 1,061,814 473858 1,535,672
HERBEANRS Transactions with owners
HFERRRERNR S Trangactions with non-controling interests - - - BT442 - 6744220 4100833 4795055
BEak Issuance of ordinary shares 55,530 217,747 - - - 21877 - 317
HEREITERARBANERE  Deemed distribution as consideration for
business combination under common control - - - (27,500) - (27,500) - (27,500)

PEBLARREIEARIREREE  Share of reserves of an associate arising from

RHMELNEE its transactions with non-controling interests - - - 25,623 - 25,623 - 25,623
HENBAR Disposels of subsidiaries - - - - - - (7197 (457,107)
SERRRERTE Capital contributed by non-controling interests - - - - - - 16,009 16,099
HhlRE-R2EEES Special reserve - safety production fund - - - 483 - 483 210 693
REEfEE Appropriation to other reserves - - - 28,602 (28,602) - - -
“2-MmERS Dividends for 2014 - - - - (116616 (16616  (122087) (238709
HEREEANRZEE Total transactions with owners 55,630 217,747 - 701,630 (145,218) 829,689 3557658 4,387,347
R-E-RE+-A=1-BH&H Balance as at 31 December 2015 1,166,162 1,512,380 2,781,674 1234425 4845122 11,539,763 12,801,353 24,341,116

BEFH 55167 E360 B MM i M F4r B M MR AR EL D

The accompanying notes on page 167 to 360 are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows

HEZT—"F+ZA=1+—HLFE For the year ended 31 December 2016
BE+-A=1t—HLFE
Year ended 31 December
HtaE
Note
LEEHELMNELNRE  Cash flows from operating activities
KEXBEENERS Cash generated from operations 43 3,311,133 5,930,210
BEAFE Interest paid (729,261) (871,971)
BFEH Income tax paid (411,227) (327,326)
BEEHEAMIESFE  Net cash generated from operating
activities 2,170,645 4,730,913
REZHELMNESELRE  Cash flows from investing activities
RTINS Payment for the additions of
construction-in-progress (3,198,883) (2,217,396)
BEYE  BENRE Purchase of property,
plant and equipment 10 (745,896) (997,609)
BE T F AR Purchase of land use rights 7 (93,335) (422,683)
EERERE Purchase of mining rights - (19,314)
BEELEE Purchase of intangible assets 9 (136,612) (19,955)
HiIEREEEL MBI Payment for the additions of
other non-current assets (164,708) (173,361)
W BE BT BB A RIFT1S RUR Proceeds from acquisition of a
HBENHS subsidiary, net of cash paid (17,922) -
Ui T ARt 2 A TIRIE  Payment for the acquisition and
capital injection of associates 14(a) (31,755) (252,768)
MAEETLETE Capital injection to joint ventures (41,816) -
HEHBARNRS Cash (outflow)/inflow from disposals
(R RA of subsidiaries 43(d) (20,423) 321,774
BEHILESHEE Purchase of available-for-sale
financial assets 16 (2,200) (369,500)
HEWE BERERE Proceeds from disposals of property,
FTiS 308 plant and equipment 43(b) 48,276 43,719
ﬁ’iﬂﬁ/é{?ﬁﬁﬁﬁ Proceeds from disposals of
intangible assets - 19,415
HETHEESeMERE Proceeds from disposals of
Frig k18 available-for-sale financial assets 43(c) 13,990 3,004
HERHEL AT NIE AR  Proceeds from disposals of investment
TEH IR E TS FIR in associates classified as
held-for-sale - 98,311
PESETEMSHE Proceeds from disposals of joint venture - 633
2 U T 8 B Government grants received 30 666,724 1,234,260
EM&U’HJ Interest received 270,690 185,485
B2l €N Loans to related parties 47(d) (2,700) (545,005)
Eali 1%*;;—’1 T Repayments of loan to related parties 47(d) 514,760 244,862
2URR B Dividends received 667,971 518,014
AR EEAR S $58 Net cash used in investing activities (2,273,839) (2,348,114)

2016F E s
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Consolidated Statement of Cash Flows

BHE-ZT

7—_

—A~FT+ZA=+—HIEFE Forthe year ended 31 December 2016

k=3
Note

BE+t-A=1T—-HLHFE

Year ended 31 December

—FF
2015

ARETT
RMB’000

EEEEEJEE WIREFE  Cash flows from financing activities
IRITERAERE Proceeds from bank borrowings 12,646,473 16,690,362
BERBITER Repayments of bank borrowings (14,277,921) (16,665,090)
A BsE T3 {8 R Borrowings from related parties 47(c) 2,312,162 1,911,521
MBS EEER Repayments of borrowings
from related parties 47(c) (3,402,610) (2,238,713)
FEFERRAR SR M AR ) Capital contribution to subsidiaries
MEBAREE from non-controlling interests 43(a) 220,000 16,099
R FAQBMRERNRS  Dividends paid to the shareholders
of the Company (233,231) (116,616)
IR VNGIE 2245 Dividends paid to non-controlling
R AR B interests of subsidiaries (131,070) (127,171)
B IEER AR RS Considerations received from
WERR(E non-controlling interests - 4,934,778
BE e E Considerations paid to non-controlling
SAHRE interests - (189,723)
RIEBEREHIZERS Deemed distribution as consideration
EHOREDE for business combination under
common control - (27,500)
BITHR D Issuance of new shares - 273,277
BASEE(FTA) /FTEH)  Net cash (used in)/generated from
REFHE financing activities (2,866,197) 4,511,224
RERREZEEYWHWORL) Net (decrease)/increase in cash and
&bt cash equivalents (2,969,391) 6,894,023
FHNER L RIEZEY  Cash and cash equivalents
at beginning of year 11,780,904 4,834,036
SN E E R Currency translation differences 208,868 52,845
FRNIMERI[ELEMB/Y  Cash and cash equivalents at end of year 9,020,381 11,780,904

BEM1 5167 2360 A MM i Rk FiR A M SRR AKX B
The accompanying notes on page 167 to 360 are an integral part of these consolidated financial statements.
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AEENEEVBRREREZHER
F) B8 % B 765 s o E R ([ B R B 75 3R 5 2
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AI2HRMBRMEREENREZES
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TRABMHERERT - MEZEHB®RE
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FREAETHRS G - EEER
AERAAEESFTBRENBREPEL
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REMBHRRNE BERERRRMEE
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2016 fEHRE

GENERAL INFORMATION
AVIC International Holdings Limited (the “Company”)
was established as a joint stock limited company in the
People’s Republic of China (the “PRC”) and its shares
have been listed on the Main Board of The Stock
Exchange of Hong Kong Limited.

The Company and its subsidiaries (hereinafter collectively
referred to as the “Group”) are principally engaged in
the manufacturing and sales of flat panel displays and
modules, printed circuit boards and watches, property
development, logistic and shipping building service
relating to engineering, procurement and construction
projects (“EPC projects”) development in the PRC.

The office address of the Company is 25/F, Hangdu
Building, CATIC Zone, Shennan Road Central, Futian
District, Shenzhen, PRC.

The consolidated financial statements have been
approved for issue on 10 March 2017.

BASIS OF PREPARATION

The consolidated financial statements of the Group
have been prepared in accordance with all applicable
International Financial Reporting Standards (“IFRS”) and
IFRS Interpretations Committee applicable to companies
reporting under IFRS. The consolidated financial
statements have been prepared under the historical
cost convention, as modified by the revaluation of
investment properties, available-for-sale financial assets
and derivative financial instruments at fair value through
profit or loss. The accounting policies and bases adopted
in the preparation of these financial statements differ
from those used in the statutory accounts of the Group
which are prepared in accordance with the Accounting
Standards for Business Enterprises (2006) of the
People’s Republic of China (“CAS 2006”).

The preparation of financial statements in conformity
with IFRS requires the use of certain critical accounting
estimates. It also requires management to exercise
its judgment in the process of applying the Group’s
accounting policies. The areas involving a higher degree
of judgment or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements are disclosed in Note 5.
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mEEREE)
BHBEREBRD

(a)

AEEER-E—AE—F—0
Sk 2 1 B 6 4 R 4R KR A
THRREET -

B B s o Al 21 45%
IFRS 14

BB s s 2R R 1SR RO BR]
Amendment to IFRS 11

BpR e =t B 165 & E385RHIERT
Amendments to IAS 16 and IAS 38

BB 5 ZE R S5 10% « 125 R
Bl @ st 2RI F 28R (B R]
Amendments to IFRS 10,
IFRS 12 and IAS 28
Bl @ at R F 27 R HER]
Amendments to IAS 27

—MEFESE
Annual improvements 2014
— BB B RS EAES T A BT
- Amendment to IFRS 5

— BRI RS E TR EET
- Amendment to IFRS 7

— B SRR E 195 AE AT
- Amendment to IAS 19

— Bl 2 et R 345k BT
- Amendment to IAS 34
RSB 55158

IAS 1

RAZFEI LTS H A REHERB

EHREREATE

ERWNDIE 2

RIKHAME o

AVIC INTERNATIONAL HOLDINGS LIMITED

2 BASIS OF PREPARATION (continued)

Changes in accounting policy and disclosures:

(a) The following amendments to standards have
been adopted by the group for the first time for
the financial year beginning on or after 1 January

2016:

EERLRE

Regulatory deferral accounts

ISty Tt bt

Accounting for acquisitions of
interests in joint operation

BRI BT E R

Clarification of acceptable methods of
depreciation and amortisation

REBE

Investment entities

BV I BRRNER R
Equity method in separate financial
statements

FELERERSEERB R HEE XS

Non-current assets held for sale and
discontinued operations

SRIE KR

Financial instruments: Disclosures

&=

Employee benefits

ISR

Interim financial reporting

RRE

Disclosure initiative

ST AL R BRRER

Effective for accounting periods

beginning on or after

—E-F—HF—H
1 January 2016
—E—R"E—Hf—H

1 January 2016

—Z—"¥—H—H
1 January 2016

—E—RE—HF—H

1 January 2016

—E—RFE—H—H
1 January 2016

—E-"5—-A—H
1 January 2016

—E—XNE—Hf—H
1 January 2016

The adoption of these amendments did not have any
impact on the current period or any prior period and is

not likely to affect future periods.

ANNUAL REPORT 2016



PA RS R R MY EE

Notes to the Financial Statements

2 mEEEE)
(b) AEEWERFHEMATEHEM
BR=ZZF—R"E—H—ARKD
M EEEDREROFTER -
BT R2RE o
BRI 75 3R 5 ZE R 551055 &

BIF & a2 R F 285 (B 5]
Amendments to IFRS 10 and IAS 28
BRI E 125 18R]
Amendments to IAS 12
B et R B TRMER]
Amendments to IAS 7
B B 7S SR 5 ZE Rl 057
IFRS 9
B B 7 ¥ s R R 1557
IFRS 15
B B 75 3R 5 ZE Rl B 25 O 5 3]
Amendments to IFRS 2
IR B R s R R 1657
IFRS 16

REBERGBIEZEFEAEEEER
BT R RASERTERAIN T E - BRIBEAR
AIESELMNY LG - ARG B
s o5k K Bl PR BA 75 5 58 1565% TR BN
RS B R B S R I KA EK E R
B BEINTEMRNER B R E
R E165% B ¥ A S B/ B %R Rk
TEREATE  ERAASHEER
SEERAEAKEHEMEENER
A EMEEHEEA BRI o
2016F EiReE

BASIS OF PREPARATION (continued)

(b) The following new standards, amendments and
interpretations have been issued but are not
effective for the financial year beginning 1 January
2016, and have not been early adopted by the
Group.

R RR S & R A
Effective for accounting periods
beginning on or after

REEEHBENASAECENEELES R
®A
Sales or contribution of assets between an Deferred
investor and its associate or joint venture
PRt —T—+4%—-H—H
Income taxes 1 January 2017
Rengx —T—+F—-H—H
Statement of cash flows 1 January 2017
SRTHE —Z-\&—H—H
Financial instruments 1 January 2018
REEP & N8R —T-\¥$-A—H
Revenue from contracts with customer 1 January 2018
MR ER 2 RN R SN D B R E —T-\&—H—H

Classification and measurement of share-

1 January 2018

based payment transactions

HE
Leases

—E-NE—A—H
1 January 2019

The Group has already commenced an assessment of
the impact of these new or revised standards which
are relevant to the Group’s operation. According to
the preliminary assessment made by the directors of
the Company, no significant impact on the financial
performance and positions of the Group is expected
when adopting IFRS 9 and IFRS 15. The directors also
do not expect the adoption of IFRS 16 would result in
significant impact on the Group’s financial performance
and positions except for the recognition of the right of
use assets and corresponding lease liabilities arising
from accounting for operating leases by the Group as a
lessee.
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RAEZEEEMBBRREANEIES
BRENTX - BERAHRBI - FERK
REFMERNAEFENERER -

31 #H=AKRE
3.1.1 WELA]

MWEBAREEASEES
EHENEEE(RES
BERE) ZAEEEAR
UBEEZH2HEREMG
W&ok BAEK NS
BHESERNE N EZ
Lo HREF - AIAREEIES
RERE - BRERT XM
3.1.1(a) B 5F &t £ Rl #28  ~
BEREBSHNELS G
AN o BB A B FE i
BEAEEZ HEZ AL
AARR - WESEH R
B HREVHEAS AL -

fief 48 5 L fth BCR WO 3ROR M
SNBERSBER K
SEMXRRESHEN
B EAREESIEHE
s R E R ENE
h o BIAHEEEREER
Pl

170 AVIC INTERNATIONAL HOLDINGS LIMITED

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.

3.1 Consolidation
3.1.1 Subsidiaries

Subsidiaries are all entities (including
structured entities) over which the Group
has control. The Group controls an
entity when the Group is exposed to, or
has rights to, variable returns from its
involvement with the entity and has the
ability to affect those returns through
its power over the entity. Except for
business combinations applying business
combination involving entities under
common control as detailed in Note
3.1.1(a) below, subsidiaries are fully
consolidated from the date on which
control is transferred to the Group. They
are deconsolidated from the date that
control ceases.

De-facto control may arise in
circumstances where the size of the
Group’s voting rights relative to the
size and dispersion of holdings of other
shareholders give the Group the power to
govern the financial and operating policies,
etc.
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3 FTESHERERBE#) 3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
31 #HmEKRE#E) 3.1 Consolidation (continued)

3.1.1 WEBAREI(E) 3.1.1 Subsidiaries (continued)
SBERNRARRBENRS - R Inter-company transactions, balances,
SEBR RIS T AE S o income and expenses on transactions
REEHBERNABIRER S between Group companies are eliminated.
2 A Y5 A X B R 71 T BA Profits and losses resulting from inter-
HE - EHVNER - WE company transactions that are recognised
ARAINEFERERE TUAE in assets are also eliminated. Accounting
g o DARER BN & B AT R policies of subsidiaries have been changed
ME R RHF— BN © where necessary to ensure consistency

with the policies adopted by the Group.

(a) HEZEH TEER @) Business combination involving
E X entities under common control
HEREHTESR For business combination involving
MEFEHME - entities under common control, the
RAETHBRREE consolidated financial statements
B H R A incorporate the financial statements
e EBRER of the combining entities or
MBI RSERER - M businesses in which the common
EEEHERLE control combination occurs as if
BRI they had been combined from the
flE ARE & et date when the combining entities
o or businesses first came under the

control of the controlling party.

EHBERIEY The net assets of the combining
B F & E B IRl entities or businesses are combined
L TEEMIR B BRE using the existing book values from
BiR A AR - £ the controlling parties’ perspective.
FlAERFENE No amount is recognised in
T - WEGREE consideration for goodwill or excess
s [/ 45 5l & OF By of acquirers’ interest in the net
W B8 75 4 Uk B 5 fair value of acquiree’s identifiable
WA #BEE - B assets, liabilities and contingent
BERHAREBEHD liabilities over cost at the time of
AFERNERBS common control combination, to
B R ) = R RE AR AT the extent of the continuation of the
fA] & %8 o controlling party’s interest.

2016 E S PRBERERROBRAE 1



R

Notes to the Financial Statements

llll.........-------—--___.

3

172

TESTTBERBRER)

31 &HE

(@)

RE (&)
3.1.1 WEAR

7(#&)
HEZEH TERD
EBAav (&)

St

L‘D

fi
b}

1

? Mo S o)

E’EEHHjZ

o 2
LTS

ol

i

S

; B

5 b
B
| =
LT %
% mt

> 5 0> R oop

>4ll

BEE TR R

EIHH/\

ik %‘J/\@%E’] BHH-

2R AUBEHRE
WL R & B RR
B EBN E—
BAEEHHEER
5% FERIE I LA SR (LA

BIEEAE) A
R
HEEBRM—E

&
|
=

p
E'\t
e
A

% X%f?ﬁﬁ%&ﬂi
"""" BRBRNEE R
AR -

AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.1 Consolidation (continued)
3.1.1 Subsidiaries (continued)

(@)

Business combination involving
entities under common control
(continued)

The consolidated statement of
profit or loss includes the results of
each of the combining entities or
businesses from the earliest date
presented or since the date when
the combining entities or businesses
first came under the common
control, where there is a shorter
period, regardless of the date of the
common control combination.

The comparative amounts in the
consolidated financial statements
are presented as if the entities or
businesses had been combined at
the previous balance sheet date or
when they first came under common
control, whichever is shorter.

A uniform set of accounting policies
is adopted by those entities. All
intra-group transactions, balances
and unrealised gains on transactions
between combining entities or
businesses are eliminated on
consolidation.
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3.1
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.1 Consolidation (continued)
3.1.1 Subsidiaries (continued)

(b)

Business combination other than
involving entities under common
control

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.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.1 Consolidation (continued)
3.1.1 Subsidiaries (continued)

(b)

Business combination other than
involving entities under common
control (continued)

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
IAS39 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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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.1 Consolidation (continued)
3.1.1 Subsidiaries (continued)

(b)

Business combination other than
involving entities under common
control (continued)

The excess of the consideration
transferred, the amount of any non-
controlling interest in the acquiree
and the acquisition-date fair value
of any previous equity interest in
the acquiree over the fair value of
the identifiable net assets acquired
is recorded as goodwill. If the total
of consideration transferred, non-
controlling interest recognised and
previously held interest measured
is less than the fair value of the net
assets of the subsidiary acquired in
the case of a bargain purchase, the
difference is recognised directly in
the statement of 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.
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3 FTESHEHEBME =) 3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
31 #HmERE#E) 3.1 Consolidation (continued)
3.1.1 WEBAREI(#E) 3.1.1 Subsidiaries (continued)

(d) HERBAR (d)  Disposal of subsidiaries
MAEEEREE When the Group ceases to have
BEr Gl - AR control, any retained interest in
REESIEE B the entity is re-measured to its fair
ARBEEHE value at the date when control is
ERNEMRERE lost, with the change in carrying
@ REEZEHRN amount recognised in profit or
BRER - hE%E loss. The fair value is the initial
ABRT{ER & R carrying amount for the purposes
Al AELFELE of subsequently accounting for the
BEERRSEE retained interest as an associate,
wm AAEBEAETY joint venture or financial asset. In
WRERTIE © BhoN - addition, any amounts previously
JC BT R E fth 2 E UK recognised in other comprehensive
mEREZERAE income in respect of that entity are
AR ERSEEE accounted for as if the Group had
MAEEDBEHE N directly disposed of the related
EHBEEXBEE assets or liabilities. This may mean
BT AR o &7 that amounts previously recognised
REERELAAEHR in other comprehensive income are
b 2 T M 2= T 5B A reclassified to profit or loss.
CHEENHESR
B e

3.1.2 BUHFEHE 3.1.2 Separate financial statements

OpEE NGRS = N I Investments in subsidiaries are accounted

BROREBEAR - KABIEKR for at cost less impairment. Cost includes

BEEEGKA - KAF] direct attributable costs of investment. The

RFE R EW AR S R E results of subsidiaries are accounted for

% SHEBE A RS o by the Company on the basis of dividend

received and receivable.

HMERBEEHRK - REB Impairment testing of the investments in
B B A B 2 E 4B M aR subsidiaries is required upon receiving
o fie 70 18 N2 BT TS Rk MR a dividend from these investments if the
ERREEBLGE T dividend exceeds the total comprehensive
BRAXKERA)FEE income of the subsidiary in the period
(BEEE)NKREE K the dividend is declared or if the carrying
BARMIEERENRE amount of the investment in the separate
R EZEFRE WERL BB financial statements exceeds the carrying
YEH o amount in the consolidated financial

statements of the investee’s net assets
including goodwill.
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3 FTESHEEBME =) 3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
31 HZAKRE(#E) 3.1 Consolidation (continued)

3.1.3 BELRA] 3.1.3 Associates

2016F E s

R ARIIETA A S EE
EEERFE NmEES
BHER BEWESE
20%-50% % = I AR #E o
REEE R RIAIRE AR
BEEAR o mERE
WEVBIRKAER - I
H2 10 5k ek 2> BR T 1B LA 7 33
& & B BB G
BRELTBEROLH - K&
BREBERARINKRE BT
WERENNEE - £k
BHEARNEAERES
SRR/ Nz 0597 EE YN
& B fE (L B & D B AT 3R
BEMBENARFEDN
ERRARSIEEE o

(REA=PNCINE7 Rk X F
WA MEEZENE
Afg—MozmERE LR
HR R ERNERERN
7R E R N K & 1R (&
A) e

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. Upon the
acquisition of the ownership interest in an
associate, any difference between the cost
of the associate and the Group’s share
of the fair value of the net fair value of the
associate’s identifiable assets and liabilities
is accounted for as goodwill.

If the ownership interest in an associate
is reduced but significant influence is
retained, only a proportionate share of the
amounts previously recognised in other
comprehensive income is reclassified to
profit or loss where appropriate.
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AVIC INTERNATIONAL HOLDINGS LIMITED

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Consolidation (continued)

3.1.8 Associates (continued)

The Group’s share of post-acquisition
profit or loss is recognised in the
statement of 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 investments
accounted for using the equity method’ in
the statement of profit or loss.
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3 FTESHEEBME =) 3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
31 HZAKRE(#E) 3.1 Consolidation (continued)
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3.1.8 Associates (continued)

Profits and losses resulting from upstream
and downstream transactions between the
Group and its associate are recognised in
the Group’s financial statements only to
the extent of unrelated investor’s interests
in the associates. Unrealised losses

BEEEERERE are eliminated unless the transaction
Al “"EE}ESTE%LAE% provides evidence of an impairment of

EUNEORIR B2 Qa)
VEFTBRREEHES
VAR R B2 7N £2 [ P 3R 4 O

BORRFT—2K -

the asset transferred. Accounting policies
of associates have been changed where
necessary to ensure consistency with the
policies adopted by the Group.

REtERRINIRERES Gains and losses on dilution arising in
BEWEMEERERR investments in associates are recognised in
MR o the statement of profit or loss.

3.1.4 BEZH 3.1.4 Joint arrangements
AR 15 B R B 75 R 5 2 BN &R Under IFRS 11 investments in joint

1158 - REARZHMRE
}EE”RTQEEE’JA%’W@E%U
TE PRERAERTR
BhX - AKEBEFG
/\/\Hzﬂi&ﬂ’ﬂi’%{ I #%
HEERABEE A%
EREAERAAR

arrangements are classified as either joint
operations or joint ventures depending
on the contractual rights and obligations
each investor. The Group has assessed
the nature of its joint arrangements and
determined them to be joint ventures. Joint
ventures are accounted for using the equity
method.
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AVIC INTERNATIONAL HOLDINGS LIMITED

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Consolidation (continued)

3.1.4 Joint arrangements (continueq)

Under the equity method of accounting,
interests in joint ventures are initially
recognised at cost and adjusted thereafter
to recognise the Group’s share of the
post-acquisition profits or losses and
movements in other comprehensive
income. The Group’s investments in joint
ventures include goodwill identified on
acquisition. Upon the acquisition of the
ownership interest in a joint venture, any
difference between the cost of the joint
venture and the Group’s share of the net
fair value of the joint venture’s identifiable
assets and liabilities is accounted for
as goodwill. When the Group’s share of
losses in a joint venture equals or exceeds
its interests in the joint ventures (which
includes any long-term interests that, in
substance, form part of the Group’s net
investment in the joint ventures), the Group
does not recognise further losses, unless it
has incurred obligations or made payments
on behalf of the joint ventures.

Unrealised gains on transactions between
the Group and its joint ventures are
eliminated to the extent of the Group’s
interest in the joint ventures. Unrealised
losses are also eliminated unless the
transaction provides evidence of an
impairment of the asset transferred.
Accounting policies of the joint ventures
have been changed where necessary
to ensure consistency with the policies
adopted by the Group.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

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 board of directors that makes strategic
decisions.

3.2

3.3

Foreign currency translation

@

(b)

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 currency and the
Group’s presentation currency.

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 statement
of profit or loss, except when deferred in
equity as qualifying cash flow hedges or
qualifying net investment hedges.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3 Foreign currency translation (continued)

(®)

Transactions and balances (continued)
Foreign exchange gains and losses that
related to borrowings and cash and cash
equivalents are presented in the statement
of profit or loss within ‘finance income or
cost’. All other foreign exchange gains and
losses are presented in the statement of
profit or loss within ‘other gains/(losses) —
net’.

Changes in the fair value of debt
securities denominated in foreign currency
classified as available-for-sale are
analysed between translation differences
resulting from changes in the amortised
cost of the security and other changes
in the carrying amount of the security.
Translation differences related to changes
in the amortised cost are recognised in
profit or loss, and other changes in the
carrying amount are recognised in other
comprehensive income.

Translation differences on non-monetary
financial assets and liabilities such as
equities held at fair value through profit or
loss are recognised as part of the fair value
gain or loss. Translation difference on non-
monetary financial assets, such as equities
classified as at, are included in other
comprehensive income.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3 Foreign currency translation (continued)

(c)

Group companies

The results and financial position of all
the Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different
from the presentation currency are
translated into the presentation currency as
follows:

- Assets and liabilities for each
balance sheet presented are
translated at the closing rate at the
date of that balance sheet;

- Income and expenses for each
statement of profit or loss 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 dates of the
transactions); and

- 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. Currency transaction
differences arising are recognised in other
comprehensive income.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3 Foreign currency translation (continued)

(@)

Disposal of foreign operation and partial
disposal

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 joint
venture that includes a foreign operation,
or a disposal involving loss of significant
influence over an associate that includes
a foreign operation), all of the currency
transaction differences accumulated
in equity in respect of that operation
attributable to the owners of the Company
are reclassified to profit or loss.

In the case of a partial disposal that does
not result in the Group losing control over a
subsidiary that includes a foreign operation,
the proportionate share of accumulated
exchange differences are re-attributed
to non-controlling interests and are not
recognised in profit or loss. For all other
partial disposals (that is, reductions in the
Group’s ownership interest in associates
or joint ventures that do not result in
the Group losing significant influence or
joint control) the proportionate share of
the accumulated exchange difference is
reclassified to profit or loss.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.4

Property, plant and equipment

Property, plant and equipment are stated at
historical cost less accumulated depreciation.
Historical cost includes expenditure that is directly
attributable to the acquisition of the items. Cost
may also include transfers from equity of any
gains/losses on qualifying cash flow hedges of
foreign currency purchases of property, plant and
equipment.

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 statement of
profit or loss statement of profit or loss during the
financial period in which they are incurred.

Depreciation of property, plant and equipment
is provided using the straight-line method over
their estimated useful lives, after deducting the
estimated residual value. The estimated useful
lives are as follows:

Land use rights in Japan Permanent
and Malaysia
Buildings 10 to 50 years

Leasehold improvements

Machinery and equipment

Motor vehicles

Computer and electronic
equipment

Other equipment

3 to 5 years
5 to 30 years
5 to 18 years
3 to 10 years

5 to 13 years
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.4

3.5

Property, plant and equipment (continued)

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at 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 (Note 3.9).

Gains and losses on disposals are determined by
comparing proceeds with the carrying amount and
are recognised within ‘Other gains/(losses) — net’
in the statement of profit or loss.

Investment property

Investment property, principally comprising
leasehold land and buildings, is held for long-term
rental yields or for capital appreciation or both,
and that is not occupied by the Group. It also
includes properties that are being constructed or
developed for future use as investment properties.
Land held under operating leases are accounted
for as investment properties when the rest of
the definition of an investment property is met.
In such cases, the operating leases concerned
are accounted for as if they were finance leases.
Investment property is initially measured at
cost, including related transaction costs and
where applicable borrowing costs. After initial
recognition, investment properties are carried
at fair value, representing open market value
determined at each reporting date by external
valuers. Fair value is based on active market
prices, adjusted, if necessary, for any difference
in the nature, location or condition of the specific
asset. If the information is not available, the Group
uses alternative valuation methods such as recent
prices on less active markets or discounted
cash flow projections. Changes in fair values
are recorded in the statement of profit or loss
statement of profit or loss as part of a valuation
gain or loss in ‘fair value gain on investment
properties’.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

Investment property (continued)

Transfers to, or from, investment property shall be

made when, and only when, there is a change in

use, evidenced by:

3.5

(@)

commencement of owner-occupation,
for a transfer from investment property to
owner-occupied property;

commencement of development with a
view to sale, for a transfer from investment
property to properties under development;

end of owner-occupation, for a transfer
from owner-occupied property to
investment property; or

commencement of an operating lease
to another party, for a transfer from
inventories to investment property.

When an owner-occupied property becomes an
investment property, which is measured as fair

value,

(@)

Any resulting decrease in the carrying
amount of the property is recognised in
profit or loss.

RHBERERROBRAT 187




R

Notes to the Financial Statements

7—_

3

188

TESTTBERBRER)

35 WEWEGE)

(o) BRI E A ) 1T B 0
PEEIA T A

(0

(i

FRMERNED
ST BLEL D R FER
B R E B 1R - 3R A0
ERDER - N8
mERNEEIL
HHHERREE
[B] 18 2 £ 3 4 i R
BMEBEBRTH
BEEMREENR
FERINEHE -

T &R T ARE(E S
BAIR H A 2 @K
mER - MR
HTEMERR
e RERHKEX
REMER © §FA
S E GRS
BREERERAN
HEMAEGERS
RE R MBALRE
=i -

UNRAREBEFENKEY
XBBRSBERYE  GIF
& FE M AR SR E

=Sk0

RRfEE -

AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.5 Investment property (continued)
(b) Any resulting increase in the carrying
amount is treated as follows:

(i)

(il

To the extent that the increase
reverses a previous impairment
loss for that property, the increase
is recognised in profit or loss. The
amount recognised in profit or
loss does not exceed the amount
needed to restore the carrying
amount to the carrying amount that
would have been determined (net
of depreciation) had no impairment
loss been recognised.

Any remaining part of the increase is
recognised in other comprehensive
income and increases the
revaluation surplus within equity.
On subsequent disposal of the
investment property, the revaluation
surplus included in equity may be
transferred to retained earnings. The
transfer from revaluation surplus
to retained earnings is not made
through profit or loss.

For a transfer from investment property
carried at fair value to owner-occupied
property, the property’s deemed cost is its
fair value at the date of change in use.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.6 Intangible assets

@

Gooadwill

Goodwill arises on the acquisition of
subsidiaries represents the excess of the
consideration transferred, the amount of
any non-controlling interest in the acquiree
and the acquisition-date fair value of any
previous equity interest in the acquiree over
the fair value of the identified net assets
acquired.

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 the CGU containing the
goodwill is compared to the recoverable
amount, which is the higher of value in use
and the fair value less costs of disposal.
Any impairment is recognised immediately
as an expense and is not subsequently
reversed.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.6 Intangible assets (continued)

(®)

Trademarks and licenses

Separately acquired trademarks and
licences are shown at historical cost.
Trademarks and licences acquired in a
business combination are recognised at fair
value at the acquisition date. Trademarks
and licences have an indefinite useful life
and are carried at cost less accumulated
impairment loss. Trademarks and licenses
impairment reviews are undertaken
annually or more frequently if events or
changes in circumstances indicate a
potential impairment. The carrying value of
Trademarks and licenses are compared to
the recoverable amount, which is the higher
of value in use and the fair value less costs
of disposal. Any impairment is recognised
immediately as an expense.

Trademarks include the brand name of
KHD Humboldt Wedag International AG
(“KHD”). The estimated useful life of the
brand name is indefinite as the carrying
value of the brand name will not amortise
over time.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.6 Intangible assets (continued)

(c)

(@)

()

®

Computer software

Acquired computer software programmes
are capitalised on the basis of the costs
incurred to acquire and bring to use
the specific software. These costs are
amortised over the estimated useful lives of
5 to 10 years on a straight-line basis.

Cost associated with developing
or maintaining computer software
programmes which do not generate
economic benefits are recognised as
expense as incurred.

Patents

Patents are amortised on a straight-line
basis over the estimated useful lives of 10-
25 years.

Maritime rights of use

Maritime rights of use are amortised on a
straight-line basis over the period of 10-50
years.

Contractual customer relationships
Contractual customer relationships
acquired in a business combination are
recognised at fair value at the acquisition
date. The contractual customer relations
have a finite useful life and are carried
at cost less accumulated amortisation.
Amortisation is calculated using the
straight-line method from 5-20 years
over the expected life of the customer
relationship.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.7

3.8

Land use rights

All land in the PRC is stated-owned and no
individual ownership right exists. The Group
acquired the rights to use certain land and the
premiums paid for such rights are recorded as
land use rights.

Land use rights which are held for self-use are
stated at cost and amortised over the remaining
period of the leases on a straight-line basis.

Land use rights which are held for development
for sale are inventories and measured at lower of
cost and net realisable value. Land use rights are
transferred to properties under development upon
commencement of development.

Construction-in-progress
Construction-in-progress represents plant and
other property, machinery and equipment under
construction and is stated at cost. This includes
the costs of construction, the costs of plant and
machinery, and interest charges arising from
borrowings used to finance these assets during
the period of construction or installation and
testing. When the assets concerned are available
for use, the costs are transferred to property, plant
and equipment and depreciated in accordance
with the policies as stated above.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.9

3.10

Impairment of non-financial assets

Assets that have an indefinite useful life — for
example, goodwill or trademarks and licenses
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. Non-
financial assets other than goodwill that suffered
impairment are reviewed for possible reversal of
the impairment at each reporting date.

Financial assets

3.10.1 Classification
The Group classifies its financial assets
in the following categories: at fair value
through profit or loss, loans and receivable
and available-for-sale. The classification
depends on the purposes for which
the financial assets were acquired.
Management determines the classification
of its financial assets at initial recognition.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.10 Financial assets (continued)
3.10.1 Classification (continued)

(@)

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
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.

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 other
receivables comprise ‘trade and
other receivables’ and ‘pledged
bank deposit’ and ‘cash and cash
equivalents’ in the balance sheet
(Note 21, Note 24 and Note 25).
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3.10.1 Classification (continued)
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(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 the investment
within 12 months of the end of the
reporting period.

3.10.2 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 statement of
profit or loss statement of profit or loss.
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
are subsequently carried at amortised cost
using the effective interest method.
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196 AVIC INTERNATIONAL HOLDINGS LIMITED

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.10 Financial assets (continued)

3.10.2 Recognition and measurement (continued)

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 statement of profit or loss
within ‘Other gains/(losses) — net’ in the
period in which they arise. Dividend income
from financial assets at fair value through
profit or loss is recognised in the statement
of profit or loss as part of other income
when the group’s right to receive payments
is established.

When securities classified as available for
sale are sold or impaired, the accumulated
fair value adjustments recognised in equity
are included in the statement of profit or
loss as ‘Other gains/(losses) — net’.

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 statement
of comprehensive income within ‘Other
gains/(losses) — net’ in the period in
which they arise. Dividend income from
financial assets at fair value through profit
or loss is recognised in the statement of
comprehensive income as part of other
income when the Group’s right to receive
payments is established.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.10 Financial assets (continued)

3.11

3.10.2 Recognition and measurement (continued)
Changes in the fair value of monetary
and non-monetary securities classified as
available-for-sale are recognised in other
comprehensive income.

Interest on available-for-sale securities
calculated using the effective interest
method is recognised in the statement
of profit or loss as part of other income.
Dividends on available-for-sale equity
instruments are recognised in the
statement of profit or loss as part of other
income when the Group’s right to receive
payments is established.

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. The legally enforceable
right must not be contingent on future events
and must be enforceable in the normal course of
business and in the event of default, insolvency or
bankruptcy of the company or the counterparty.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12
@

Impairment of financial assets

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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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12
(a)

Impairment of financial assets (continued)

Assets carried at amortised cost
(continued)

For loans and receivables category, 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 profit or loss. 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 profit or loss.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12
(b)

Impairment of financial assets (continued)

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 debt securities, if any such evidence
exists 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. If, in a subsequent period,
the fair value of a debt instrument classified
as available for sale 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 profit or loss.

For equity investments, a significant or
prolonged decline in the fair value of the
security below its cost is also evidence
that the assets are impaired. If any such
evidence exists 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 profit or
loss on equity instruments are not reversed
through the consolidated statement of
profit or loss.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12 Impairment of financial assets (continued)
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instruments

Derivatives are initially recognised at fair
value on the date a derivative contract
is entered into and are subsequently re-
measured at their fair value. The Group’s
derivative instruments do not qualify for
hedge accounting, and are accounted for
at fair value through profit or loss. Changes
in the fair value of the Group’s derivative
instruments that do not qualify for hedge
accounting are recognised immediately in
profit or loss. Trading derivative are defined
as a current asset and liability.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.13

3.14

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.

Properties under development

Properties under development are stated at
the lower of cost and net realisable value. Net
realisable value is determined by reference to
the sale proceeds of properties in the ordinary
course of business, less applicable variable selling
expense and the anticipated costs to completion,
or by management estimates based on prevailing
marketing conditions.

Development cost of property comprises land
use rights, construction costs, capitalised finance
costs and professional fees incurred during the
development period of a normal operating cycle.
On completion, the properties are transferred to
completed properties held for sale.

If a property under development becomes owner-
occupied, it is reclassified as property, plant
and equipment. Property under development for
future use as investment property is classified as
investment property under construction.

Cost is determined using the weighted average
cost method.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.15 Trade and other receivables

3.16

3.17

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.

Cash and cash equivalents

In the consolidated statement of cash flows, cash
and cash equivalents includes cash in hand and
deposits held at call with banks.

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.

Where any group company purchases the
Company’s equity share capital, the consideration
paid, including any directly attributable incremental
costs (net of income taxes) is deducted from
equity attributable to owners of the Company
until the shares are cancelled or reissued. Where
such ordinary shares are subsequently reissued,
any consideration received (net of any directly
attributable incremental transaction costs and the
related income tax effects) is included in equity
attributable to the Company’s owners.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.18

3.19

3.20

Perpetual subordinated convertible securities
Perpetual convertible securities issued by
the Group gives the right to the holder to
convert those securities into a fixed number
of the Company’s shares at any time at a
fixed exercise price per share. The perpetual
convertible securities have no maturity date and
are not redeemable. These securities are equity
instruments.

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.

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings
are subsequently stated at amortised cost;
any difference between the proceeds (net of
transaction costs) and the redemption value is
recognised in the statement of profit or loss 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 balance sheet date.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.21

Borrowing costs

The borrowing costs that are directly attributable
to the acquisition and construction of a property,
plant and equipment that needs a substantially
long period of time of acquisition and construction
for its intended use commence to be capitalised
and recorded as part of the cost of the asset
when expenditures for the asset and borrowing
costs have been incurred, and the activities
relating to the acquisition and construction that
are necessary to prepare the asset for its intended
use have commenced. The capitalisation of
borrowing costs ceases when the asset under
acquisition or construction becomes ready for
its intended use, the borrowing costs incurred
thereafter are recognised in statement of profit
or loss. Capitalisation of borrowing costs is
suspended when the acquisition or construction
of a property, plant and equipment is interrupted
abnormally and the interruption lasts for more than
3 months, until the acquisition or construction is
resumed.

For a borrowing that is specifically for the purpose
of obtaining a qualifying asset, the amounts of
borrowing costs eligible for capitalisation are the
actual borrowing costs incurred on that borrowing
during the period less any investment income on
the temporary investment of these borrowings.

For the other borrowings related to acquisition,
construction and production of a qualifying
asset, the amount of borrowing costs eligible
for capitalisation shall be the lower of the actual
borrowing costs incurred and the amount
of qualifying asset not financed by specific
borrowings multiplying capitalisation rate. The
capitalisation rate is the weighted average interest
rate of these borrowings. All other borrowing
costs are expensed.
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AVIC INTERNATIONAL HOLDINGS LIMITED

Contract costs are recognised when incurred.
When the outcome of a construction contract
cannot be estimated reliably, contract revenue is
recognised only to the extent of contract costs
incurred that are likely to be recoverable. When
the outcome of a construction contract can be
estimated reliably and it is probable that the
contract will be profitable, contract revenue is
recognised over the period of the contract. When
it is probable that total contract costs will exceed
total contract revenue, the expected loss is
recognised as an expense immediately.

Variations in contract work, claims and incentive
payments are included in contract revenue to
the extent that they have been agreed with
the customer and are capable of being reliably
measured.

The Group uses the “percentage of completion
method” to determine the appropriate amount
to be recognised in a given period. The stage of
completion is determined based on the completion
of a physical proportion of the contract work by
reference to the cost incurred up to the balance
sheet date as a percentage of total estimated
budgeted cost for each contract.

The Group presents as an asset the gross amount
due from customers for contract work for all
contracts in progress for which costs incurred
plus recognised profits (less recognised losses)
exceed progress billings. Progress billings not
yet paid by customers and retention are included
within trade receivables.
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3.22 Construction contracts (continued)
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3.23

The Group presents as a liability the gross
amount due to customers for contract work for all
contracts in progress for which progress billings
exceed costs incurred plus recognised profits (less
recognised losses).

Current and deferred income tax

The tax expense for the period comprises
current and deferred tax. Tax is recognised in
the statement of profit or loss, 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.

@) 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 and associates 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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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.23 Current and deferred income tax (continued)

(®)

Deferred income tax

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.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.23 Current and deferred income tax (continued)

(b)

Deferred income tax (continued)

Outside basis differences

Deferred income tax is provided on
temporary differences arising on
investments in subsidiaries and associates,
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. Generally the Group
is unable to control the reversal of the
temporary difference for associates. Only
when there is an agreement in place that
gives the Group the ability to control the
reversal of the temporary difference in the
foreseeable future, deferred tax liability in
relation to taxable temporary differences
arising from the associate’s undistributed
profits is not recognised.

Deferred income tax assets are recognised
on deductible temporary differences
arising from investments in subsidiaries,
associates and joint arrangements only to
the extent that it is probable the temporary
difference will reverse in the future and
there is sufficient taxable profit available
against which the temporary difference can
be utilised.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.23 Current and deferred income tax (continued)

(c)

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.

3.24 Employee benefit
The Group operates various post-employment
schemes, including both defined benefit and
defined contribution pension plans and post-
employment medical plans.

@

Pension obligations

A defined contribution plan is a pension
plan under which the Group pays fixed
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. A defined benefit plan is a pension
plan that is not a defined contribution plan.

Typically defined benefit plans define
an amount of pension benefit that an
employee will receive on retirement, usually
dependent on one or more factors such as
age, years of service and compensation.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.24 Employee benefit (continued)

@

Pension obligations (continued)

The liability recognised in the balance sheet
in respect of defined benefit pension plans
is the present value of the defined benefit
obligation at the end of the reporting
period less the fair value of plan assets.
The defined benefit obligation is calculated
annually by independent actuaries using the
projected unit credit method. The present
value of the defined benefit obligation is
determined by discounting the estimated
future cash outflows using interest rates
of high-quality corporate bonds that are
denominated in the currency in which the
benefits will be paid, and that have terms
to maturity approximating to the terms of
the related pension obligation. In countries
where there is no deep market in such
bonds, the market rates on government
bonds are used.

The current service cost of the defined
benefit plan, recognised in the statement of
profit or loss in employee benefit expense,
except where included in the cost of an
asset, reflects the increase in the defined
benefit obligation results from employee
service in the current year, benefit changes,
curtailments and settlements.

Past-service costs are recognised
immediately in statement of profit or loss.

PRBERERROBRAE 21




R

Notes to the Financial Statements

7—_

3

212

TESTTBERBRER)

3.24 EEBAE)

@)

RIKTEE(E)

M B A FEZ R ERA
BEENGESRFENEE
ENAAREE BBREX
AE - ZRAREBRERT
AAARERNERA -

REBAEMELENBEL
B MERARBERRE
B RELAHEEAME
T Ui 2 B B &5 AP F0 R SRt
A ©

ARREHRKFEME - A
SEREG - LA
HEERRQNLEHMLERNKE
R EIFERHER - A%
B (E R - B —
FRNREME - HRERN
HRERASEERMNER -
BN H R R SRR
AT R, A IR SRAN SR 1 B AR R

AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.24 Employee benefit (continued)

@

Pension obligations (continued)

The net interest cost is calculated by
applying the discount rate to the net
balance of the defined benefit obligation
and the fair value of plan assets. This cost
is included in employee benefit expense in
the statement of profit or loss.

Actuarial gains and losses arising from
experience adjustments and changes
in actuarial assumptions are charged or
credited to equity in other comprehensive
income in the period in which they arise.

For defined contribution plans, the Group
pays contribution to publicly or privately
administered pension insurance plans
on a mandatory, contractual or voluntary
basis. The Group has no further payment
obligations once the contributions
have been paid. The contributions are
recognised as employee benefit expense
when they are due. Prepaid contributions
are recognised as an asset to the extent
that a cash refund or a reduction in the
further payments is available.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.24 Employee benefit (continued)

(®)

(c)

Other post-employment obligations

Some group companies provide post-
retirement healthcare benefits to their
retirees. The entitlement to these benefits
is usually conditional on the employee
remaining in service up to retirement age
and the completion of a minimum service
period. The expected costs of these
benefits are accrued over the period of
employment using the same accounting
methodology as used for defined benefit
pension plans. Actuarial gains and losses
arising from experience adjustments and
changes in actuarial assumptions are
charged or credited to equity in other
comprehensive income in the period in
which they arise. These obligations are
valued annually by independent qualified
actuaries.

Termination benefits and early retirement
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
at the earlier of the following dates: (i) when
the Group can no longer withdraw the offer
of those benefits; and (i) when the entity
recognises costs for a restructuring that
is within the scope of IAS 37 and involves
the payment of termination benefits. In
the case of an offer made to encourage
voluntary redundancy, the termination
benefits are measured based on the
number of employees expected to accept
the offer. Benefits falling due more than
12 months after the end of the reporting
period are discounted to their present
value.

PHBERERROBRAE 213




R

Notes to the Financial Statements

7—_

3

214

TESTTBERBRER)

3.25 WIRKBR
MERXEELEREIRER -
FAZER (PRMERKRBREM
R RRET AR ) B A MR ANFE T =
TIGHRERRELEE

. Frfg BT 17 3 5E AR 7%
BEAHEER

. EEEABTRIAERK
hEZBILEE

. BRENERKEEZET
BE

. AUEBRENEAERTE
HE R SRR

. B RANBM - MHER
MEAME RS - LT
ZENEEMMRELFER
FHERBTLEE &

. BENZELEERERE
B RER] ST E o

AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.25

Research and development

Research expenditures is recognised as
an expense as incurred. Costs incurred on
development projects (relating to the design
and testing of new and improved products) are
recognised as intangible assets when the following
criteria are met:

o it is technically feasible to complete the
intangible asset so that it will be available
for use;

° management intends to complete the

intangible asset and use or sell it;

o there is an ability to use or sell the
intangible asset;

o it can be demonstrated how the intangible
asset will generate probable future
economic benefits;

o adequate technical, financial and other
resources to complete the development
and to use or sell the intangible asset are
available; and

o the expenditure attributable to the

intangible asset during its development can
be reliably measured.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.25

3.26

Research and development (continued)

Other development expenditures that do not meet
these criteria are recognised as an expense as
incurred. Development cost previously recognised
as an expense is not recognised as an asset in a
subsequent period. Capitalised development costs
are recorded as intangible assets and amortised
from the point at which the asset is ready for use
on a straight-line basis over their estimated useful
lives.

Provisions

Provisions for environmental restoration,
restructuring costs and legal claims 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. Restructuring
provisions comprise lease termination penalties
and employee termination payments. 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.
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AVIC INTERNATIONAL HOLDINGS LIMITED

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) Sale of goods
Sale of goods are recognised when a
Group entity has delivered products to the
customer. The customer has accepted the
products and collectability of the related
receivables is reasonably assured.

(b) Contract revenue
Revenue from individual construction
contracts is recognised by using the
“percentage of completion method” (Note
3.22).

(c) Rental income
Rental income from investment properties
leased out under an operating lease is
recognised in the statement of profit or loss
on a straight-line basis over the term of the
lease.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.27

3.28

3.29

Revenue recognition (continued)

(d) Services income
Revenue from rendering of services is
recognised in the accounting period in
which the services are rendered.

(e) Interest income
Interest income is recognised on a time-
proportion basis using the effective interest
method.

() Dividend income
Dividend income is recognised when the
right to receive payment is established.

Dividend distribution

Dividend distribution to the Company’s
shareholders is recognised as a liability in
the Group’s and in the Company’s financial
statements in the period in which the dividends
are approved by the Company’s shareholders,
where appropriate.

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 statement of profit or loss
over the period necessary to match them with the
costs they are intended to compensate.

Government grants relating to property, plant and
equipment are included in non-current liabilities
as deferred income on government grants and
are credited to the statement of profit or loss on
a straight-line basis over the expected lives of the
related assets.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.30 Financial guarantee

3.31

A financial guarantee contract is a contract that
requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due
in accordance with the original or modified terms
of a debt instrument. After initial recognition,
an issuer of such a contract shall measure it at
the higher of the best estimate of the obligation
and the amount initially recognized less, when
appropriate, cumulative amortisation calculated to
recognise the fee income earned on a straight line
basis over the life of the guarantee contract.

Leases
(@) Where the Group is the lessor

Finance lease

A finance lease is a lease that transfers
substantially all the risks and rewards
incidental to ownership of the leased asset
to the lessee. At the commencement of
the lease term, the Group recognises the
minimum lease payments receivable by the
Group as a finance lease receivable and
records the unguaranteed residual value as
an asset at the same time. The difference
between (a) the aggregate of the minimum
lease payments and the unguaranteed
residual value and (b) their present value
(presented in the balance sheet as finance
lease receivable, net) is recognised as
unearned finance income. Minimum lease
payments are the payments over the lease
term that the lessee is or can be required
to make plus any residual value guaranteed
to the lessor by the lessee, or a party
related or unrelated to the lessee.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.31
@

(®)

Leases (continued)

Where the Group is the lessor (continued)
Finance lease (continued)

Unearned financial income is allocated to
each period during the lease term using
actuarial method that allocates rentals
between finance income and repayment of
capital in each accounting period in such a
way that finance income is recognised as
a constant periodic rate of return (implicit
effective interest rate) on the lessor’s net
investment in the lease. Lease agreements
for which the base rent is based on floating
interest rates are included in minimum
lease payments based on the floating
interest rate existing at the commencement
of the lease; any increase or decrease
in lease payments that result from
subsequent changes in floating interest rate
are contingent rentals and are recorded as
an increase or a decrease in lease revenue
in the period of the interest rate change.

Operating lease

Leases in which a significant portion of
the risks and rewards of ownership are
retained by the Group are classified as
operating leases. Payments received
from lessees under operating leases (net
of any incentives grant to the lessee) are
recognised in the statement of profit or
loss on a straight-line basis over the period
of the lease.

Where the Group is the lessee

Leases in which a significant portion of the
risks and rewards of ownership are retained
by the lessor are classified as operating
leases. Payments made under operating
leases (net of any incentives received from
the lessor) are charged to the statement of
profit or loss on a straight-line basis over
the period of the lease.
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AVIC INTERNATIONAL HOLDINGS LIMITED

FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, price risk, fair
value interest rate risk and cash flow 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.
The Group uses derivative financial instruments to hedge
certain risk exposures.

(a) Market risk

()

Foreign exchange risk

The Group’s activities are principally
conducted in RMB. Although majority
of the Group’s assets and liabilities are
denominated in RMB, the Group is still
subject to foreign exchange risk arising
from future commercial transactions and
recognised assets and liabilities which
are denominated in non-RMB, including
US Dollars (“USD”), European Dollars
(“EUR”), Sri Lankan Rupee (“LKR”), India
Rupee (“INR”), Japanese Yen (“JPY”),
Kenia Shilling (“KES”), Arab Emir. Dirham
(“AED”), Algerian Dinar (“DZD”), Hong Kong
Dollars (“HKD”), Malaysian Ringgit (“MYR”),
Korean Won (“KRW?”), Singapore Dollars
(“SGD”), Tanzanian Shilling (“TZS”)etc.
The Group entered into forward contracts
to hedge certain the foreign exchange
risk. In addition, the conversion of RMB
into foreign currencies is subject to the
rules and regulations of foreign exchange
controls promulgated by the PRC
government.
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4 B EREE &) 4 FINANCIAL RISK MANAGEMENT (continued)
(@ TWERRE) (@) Market risk (continued)

] SNEE S (4B ) (i) Foreign exchange risk (continued)
REBAINEABENEE The carrying amount of the Group’s foreign
EEMNEKEBENSHEEHE currency denominated monetary assets
HEBREBEST : and monetary liabilities at the respective

balance sheet dates are as follows:

—E—hE
+=—A=+—8
31 December 31 December
2016 2015
AR%Fr AREFT
RMB’000 RMB’000

BE Assets
E usD 8,363,717 5,834,474
BT EUR 1,148,477 1,391,871
HEBREL LKR 878,251 527,421
HEEL INR 456,119 373,606
= JPY 401,608 361,425
ERERES KES 290,901 342,261
PR R FIZE B 4 R DZD 170,119 129,700
o] Bt 2 36k s 2 AED 149,340 136,023
BRADLST MYR 108,776 66,289
BT HKD 68,087 70,582
N T SGD 54,299 3,912
HERTES TZS 48,930 40,299
FHE KRW 14,477 11,293
Hit Others 56,359 63,913

12,209,460 9,353,069
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4 BEEREEZ) 4 FINANCIAL RISK MANAGEMENT (continued)
(a) TWERERGE) (a) Market risk (continued)
(i) SEE i (48 ) (i) Foreign exchange risk (continued)

—T-hEF

+=-A=+—8

31 December 31 December

2016 2015

AR¥Fr AREFir

RMB’000 RMB’000

=i Liabilities

ET usD 5,127,075 5,287,652

HEBREL LKR 1,280,694 1,073,056

BT EUR 1,440,519 2,660,781

B R R R DzD 348,985 318,994

HRDRS KES 289,392 503,334

= JPY 252,826 534,540

T SGD 207,746 211,092

BBk B s 2 AED 203,654 171,700

BT HKD 176,005 330,308

I AR CHF 74,131 46,771

REMRETHR ETB 68,296 -

BEERHES TZS 56,517 47,289

Hith Others 307,024 66,917

9,832,864 11,252,434
TRETBBARE LA The following table shows the sensitivity
8 SINEE B 75 A& A1 FHE 5% analysis on profit before tax of a 5%
B BURE DT o NEURE increase in RMB against the relevant
DITE B IEAINE ST ER foreign currencies. The sensitivity analysis
EHIEE  WEFERS includes only foreign currency denominated
B A FE R & ) 1 E monetary items and adjusts their translation
o at the year the end for the respective

changes in rate.
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4 BEREREREZ) 4 FINANCIAL RISK MANAGEMENT (continued)
(a) TWERERGE) (@) Market risk (continued)
] SNEE S (4B ) (i) Foreign exchange risk (continued)

—EB-"% —FT-IF

2016 2015
AR¥FT ARETT
RMB’000 RMB’000
ELEERFES% 5% appreciation in exchange
rate of USD
FEBHIDEFIZI  Increase in the profit before tax
for the year 161,832 27,341
B T &R FHE5% 5% appreciation in exchange
rate of EUR
FEEBRBANGMR L  Decrease in the profit before tax
for the year (14,602) (63,446)

BB RE L E X 5% appreciation in exchange

FHES% rate of LKR
FEBRTANER (Decrease)/Increase in the profit
CRiA) /& before tax for the year (20,122) 27,282

ENEELERTHES% 5% appreciation in exchange

rate of INR
FEERBRBATENIEI  Increase in the profit before tax
for the year 18,478 18,654
A ElfE X FAE5% 5% appreciation in exchange
rate of JPY
FEBRANGF) Increase/(Decrease) in the profit
g, CRd) before tax for the year 7,439 (8,656)
BRELLESER 5% appreciation in exchange
FHES% rate of KES
FEBRBALEAIGI  Increase in the profit before tax
for the year 75 8,054

o] Bt 2 20 o 40 B 5% appreciation in exchange

H1E5% rate of AED
FEBRTRDG (Decrease)/Increase in the profit
R, /1 hn before tax for the year (2,716) 1,784
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4 BEEREEZ) 4 FINANCIAL RISK MANAGEMENT (continued)
(a) TWERERGE) (a) Market risk (continued)
1] SNE R B (42 ) (i) Foreign exchange risk (continued)

=F-—AF —_FTIF
2016 2015

ARETFRT ARETFT
RMB’000 RMB’000

Fn BB 2 1) 28 EE 4N BB 5% appreciation in exchange

fE = FHHES5% rate of DZD
FEBTENER (Decrease)/Increase in the profit
CRA),/ & before tax for the year (8,943) 9,465
P TTIE R FHES% 5% appreciation in exchange
rate of HKD
EERBRBANGMR L  Decrease in the profit before tax
for the year (5,396) (12,986)
BRAGRSHIER 5% appreciation in exchange
FHES% rate of MYR
FEERBANGMIZI  Increase in the profit before tax
for the year 4,014 3,044
BB EXFHES% 5% appreciation in exchange
rate of KRW
FEBRT AR Increase/(Decrease) in the profit
g,/ CRd) before tax for the year 677 (489)

Ny TE R FHES% 5% appreciation in exchange

rate of SGD
FERBIANR T (Decrease)/Increase in the profit
R, /180 before tax for the year (7,672) 10,359
(ii) 1B 15 2 bz (i) Price risk
REBEBRNFEE LMKG The Group is exposed to equity securities
RE(RGEEEABRD price risk of its listed share investments
EREARBEEABRR which are classified on the consolidated
EEMCREE,/(BE)) balance sheet as financial assets/(liabilities)
i M & AR 7N 35 5 B 1% @ e at fair value through profit or loss (Note 23).
(KMi5E23) o A& B F7 E Fa The exposure of the price risk of financial
BEARBEEEBRBERLE assets/(liabilities) at fair value through profit
MEMEE,(BFE)ER or loss is not material to the Group.

I TEKX -
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FINANCIAL RISK MANAGEMENT (continued)

Market risk (continued)

(a)

(i)

Cash flow and fair value interest rate risk

The Group’s interest-rate risk arises from
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. The Group currently
has not used any interest rate swap
arrangements but will consider hedging
interest rate risk should the need arise.

The table below summaries the impact of
changes in interest rate at 31 December
2016 with all other variables held at
constant on the Group’s profit for the year.

F =
Interest rate
EH10% T #10%
10% higher 10% lower
—E-REEE

BRI ORA), /0
(Decrease)/increase in
profit for year 2016

ARETFT
RMB’000

ARMTT
RMB’000

R E -
FENR B Borrowings at variable rates
REE R AR
(HBR),/FFA (Charged)/credited to finance costs

(45,612) 45,612

NEBERF R L ER
HAPABT 5E 29 55 o

2016F E s

The interest rates and terms of repayment
of borrowings of the Group are disclosed in
Note 29.
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AVIC INTERNATIONAL HOLDINGS LIMITED

4

FINANCIAL RISK MANAGEMENT (continued)

(b)

Credit risk

The Group is exposed to credit risk in relation to
its cash and cash equivalents, term deposits with
initial term of over three months, restricted cash,
and trade and other receivables.

Substantially all of the Group’s cash and cash
equivalents are held in state-owned financial
institutions and reputable banks which are all
high-credit-quality financial institutions. None of
cash at bank, bank deposits and restricted cash
of the Group that were fully performing has been
renegotiated during the year.

The carrying amounts of trade and other
receivables represent the Group’s maximum
exposure to credit risk in relation to financial
assets. The top 5 customers accounted for
more than 34% of the balance of trade and
other receivables as at 31 December 2016 (31
December 2015: 18%).

The Group normally grants credit terms of not
more than 1 year to existing customers without
collaterals. Aging analysis of the Group’s trade
receivables is disclosed in Note 21. Management
makes periodic collective assessment as well
as individual assessment on the recoverability of
trade and other receivables based on historical
payment records, the length of the overdue
period, the financial strength of the debtors and
whether there are any disputes with the relevant
debtors. The Group’s historical experience in
collection of trade and other receivables falls
within the recorded allowances and the directors
are of the opinion that adequate provision for
uncollectible receivables has been made.
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4 BEREREREZ) 4 FINANCIAL RISK MANAGEMENT (continued)
(b) IS0 1E =) (b) Credit risk (continued)
HkFEEF RN EMERER Maximum exposure to credit risk before collateral
AR = 5 AR held or other credit enhancements:
AEBRSER
Group Maximum exposure
—E—RF —T—AhF
2016 2015
AREFT ARETFIL
RMB’000 RMB’000
BEEEBERINERE Credit risk exposure relating to
EERRE : off-balance sheet items:
BAISHER Financial guarantees 2,622,966 1,532,000
(c) REBESERME ()  Liquidity risk
rEBEZEEZgEBHRARRS The board of directors of the Group manage the
ARES B & & B A E DA R 1B iR liquidity risk by maintaining sufficient cash to meet
TEERE(BEREERERART the normal operating commitments and sourcing
ER)MERACERREEREE adequate funding through banking credit facilities,
R including short-term and long-term bank loans.
TERBEEZEBHTHEZEAY The table below analyses the Group’s and
EEHBMLNT - BASERARA Company’s non-derivative financial liabilities into
AMETESRAE Y BREHE relevant maturity grouping based on the remaining
HBEMAR - 2RI EENSES period at the balance sheet to the contractual
EHXRPBRBEESRE - AREFR maturity date. The amounts disclosed in the
HENK MR T ZE A AR E table are the contractual undiscounted cash
B A4S A B H AR AR BAAE S © flows. Balances due within 12 months equal their
carrying balances, as the impact of discounting is
not significant.
2016 F E#Hs AR EBRIE R R 1D B R A 7 227
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4 FINANCIAL RISK MANAGEMENT (continued)
(c) Liquidity risk (continued)

DIME 1228 2258
Less than Between Between
1year 1and2years 2and>5 years
ARETE  ABEFT  AREFR
RMB’000 RMB’000 RMB’000
RZE-RE+ZA=+-R At 31 December 2016
EE Borrowings 9,475,288 3,047,142 3,764,108 3,191,546 19,478,084
B REMEMNTE Trade and other payables
(TREELREE) (excluded non-financial liabilties) 12,895,856 73,301 - - 12,969,247
HfBE Other liabilties 23,805 8,086 81,887 61 113,029
IRERANALE Principal amount of
financial quarantee contracts 1,597,794 588,250 686,922 - 2,872,966
#:t Total 23,992,833 3,716,869 4,532,917 3,191,607 35,434,226
HIME 150% 2555 HEiBsE
Less than Between Between Over
Tyear tand2ye 5 years 5 years
RMB'000 RMB'000 RMB'000 RMB000 RMB'000
R=Z-E%+=A=+-R At31 December 2015
R Borrowings 9,007,608 2,492,437 5,115,606 417,178 20,786,828
B REMEMNTE Trade and other payables
(M eiEEeRaR) (excluded non-financial liabilties) 13,007,697 52,354 - - 13,150,061
AfBE Other liabilties 441,744 21,722 80,576 3,886 547,928
RERANARE Principal amount of
financial guarantee contracts 1,099,040 73,940 219,020 140,000 1,532,000
st Total 23,646,089 2,640,453 5,415,201 4,315,064 36,016,807
AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2016
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FINANCIAL RISK MANAGEMENT (continued)
(d) Fair value estimation
The table below analyses financial instruments
carried at fair value, by valuation method. The
different levels have been defined as follows:

° Quoted prices (unadjusted) in active
markets for identical assets or liabilities
(Level 1).

o Inputs other than quoted prices included

within level 1 that are observable for the
asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from
prices) (Level 2).

o Inputs for the asset or liability that are not
based on observable market data (that is,
unobservable inputs) (Level 3).

The following table presents the Group’s assets
that are measured at fair value at 31 December
2016. See Note 11 for disclosures of investment
properties that are measured at fair value.

-1 ot ] E=R @t
Level 1 Level 2 Level 3 Total
AREFT AREFT AREFT ABETFR
RMB’000 RMB’000 RMB’000 RMB’000
BE Assets
BARBEEBEBZELE Financial assets at fair
HEeRBEE value through profit or loss 2,901 - - 2,901
RN ESHEE Available-for-sale
financial assets - - 583,560 583,560
BEE Total assets 2,901 - 583,560 586,461

2016F E s
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4 BEEREEZ) 4 FINANCIAL RISK MANAGEMENT (continued)
(d AREEMGFGE) (d)  Fair value estimation (continued)
TREIIR=_ZFE—HF+_=-A The following table presents the Group’s assets
Zt+—HERAABEIENASE and liabilities that are measured at fair value at 31
BEEREE- December 2015.
£ E-H E=H et
Level 1 Level 2 Level 3 Total
AREFT ANEBFT ANEEFT ANEREFTL
RMB’000 RMB’000 RMB’000 RMB’000
BE Assets
BRAABEEBESR Financial assets at fair
TERNeREE value through profit or loss 4,385 - - 4,385
EHESRHEE Available-for-sale
financial assets - - 604,151 604,151
BmEE Total assets 4,385 - 604,151 608,536
g Liabilities
EAAEERRER Financial liabilities at fair
LERASHERE value through profit or loss 3,122 - - 3,122
aeE Total liabilities 3,122 - - 3,122
FR - EF—REF R EBE There were no transfers between Levels 1 and 2
R o during the year.
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FINANCIAL RISK MANAGEMENT (continued)

Fair value estimation (continued)

(d)

()

(i)

Financial instruments in Level 1

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 equity investments
in listed A shares of companies listed on
Shenzhen or Shanghai Stock Exchange.

Financial instruments in Level 2

The fair value of financial instruments that
are not traded in an active market (for
example, over-the-counter derivatives) is
determined by using valuation techniques.
These valuation techniques maximise the
use of observable market data where it is
available and rely as little as possible on
entity specific estimates. If all significant
inputs required to fair value an instrument
are observable, the instrument is included
in Level 2.
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4 FINANCIAL RISK MANAGEMENT (continued)

(d) Fair value estimation (continued)

(i)

Financial instruments in Level 2 (continued)
If one or more of the significant inputs is
not based on observable market data, the
instrument is included in Level 3.

Specific valuation techniques used to value
financial instruments include:

° Quoted market prices or dealer
quotes for similar instruments;

o The fair value of interest rate swaps
is calculated as the present value
of the estimated future cash flows
based on observable yield curves;

° The fair value of forward foreign
exchange contracts is determined
using forward exchange rates at
the balance sheet date, with the
resulting value discounted back to
present value;

o Other techniques, such as
discounted cash flow analysis, are
used to determine fair value for the
remaining financial instruments.
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4 B EREE &) 4 FINANCIAL RISK MANAGEMENT (continued)
(d AREEMGFGE) (d)  Fair value estimation (continued)
(i)  FE=REe@TA (i) Financial instruments in Level 3

TREVNHE=E_ZF—F
+=—RA=+—BItFEESF
—RTEMEE) -

The following table presents the changes in
Level 3 instruments for the year ended 31
December 2016.

At HE
Available-
for-sale

financial
assets
AR¥For
RMB’000

FHER Opening balance 604,151

NG Additions 2,200
e Disposals (7,791)
B Provision (15,000)

FARES Closing balance 583,560

TRENBE-_ZFT—RF
TZA=+—BILFES

The following table presents the changes in
Level 3 instruments for the year ended 31
December 2015.

AT E
TRUEE
Available-

for-sale

financial
assets
AREFIL
RMB’000

FHER

HEHB AR
NE
HE

Opening balance
Disposal of subsidiaries
Additions

Disposals

257,940
(20,000)
369,500
(3,289)

FAREH

Closing balance

604,151

2016F E s
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4

FINANCIAL RISK MANAGEMENT (continued)

(e)

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.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends
paid to shareholders, issue new shares or sell
assets to reduce debt.

Consistent with others in the industry, the Group
monitors capital on the basis of the gearing
ratio. This ratio is calculated as net debt divided
by total capital. Net debt is calculated as total
borrowings (including ‘current and non-current
borrowings’ as shown in the consolidated balance
sheet) less cash and cash equivalents. Total
capital is calculated as ‘equity’ as shown in the
consolidated balance sheet plus net debt.
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4 BEREREREZ) 4 FINANCIAL RISK MANAGEMENT (continued)
(e) EXEKREEE) (e)  Capital risk management (continued)
N RNER-_E—RHFE+= The gearing ratios at 31 December 2016 and
B=+—HWERBEHRMT 2015 are as follows:
=F-RF —F-IF
2016 2015
AR Fir AREFT
RMB’000 RMB’000
& FRABEE() Total borrowings (i) 18,589,087 20,453,756
o BERIBEEBY  Less: cash and cash equivalents
(H1:£25) (Note 25) (9,020,381) (11,780,904)
aEFE Net debt 9,568,706 8,672,852
B Total equity 25,366,513 24,341,116
BRBEE Total capital 34,935,219 33,013,968
BERAGELR Gearing ratio 27% 26%
(i) wmEZIeEABEH AR (i) Total borrowings comprised borrowings
LS 18,224 396,000 7T of RMB18,224,396,000 (2015:
e . RMB18,993,593,000) (Note 29), borrowings
Bel :
(=% B _ AR iﬁ% included in other liabilities of RMB82,053,000
18'993'533’00975)(51‘1 wt (2015: RMB480,035,000),and borrowings
29)MfEFK - AFAEME included in trade and other payables of
& ;9 A B ¥ 82,053,000 RMB282,638,000 (2015: RMB980,128,000).

T(ZE—HRF : ARK
480,035,000 JT ) B f& X
Rt AB 5 R E bR R
TH /) A R # 282,638,000
T(ZE—HF: AR
980,128,0007T ) KIfE 7K °
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AVIC INTERNATIONAL HOLDINGS LIMITED

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

Estimates and judgments 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.

5.1 Critical accounting estimates and
assumptions
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 discussed below.

(a) Impairment of receivables

The Group makes provision for impairment
of receivables based on an assessment
of the recoverability of trade and other
receivables with reference to the extent and
duration that the amount will be recovered.
Provisions are applied to trade and other
receivables where events or changes in
circumstances indicate that the balances
may not be collectible. The identification
of potential impairment requires the use
of judgment and estimates. Where the
expectation is different from the original
estimate, such difference will impact
the carrying value of trade and other
receivables and doubtful debt expenses in
the period in which such estimate has been
changed.
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5 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)
5.1 Critical accounting estimates and
assumptions (continued)

(b)

Impairment of property, plant and
equipment

Property, plant and equipment are carried
at cost less accumulated depreciation.
These carrying amounts are reviewed for
impairment whenever events or changes
in circumstances indicate that the carrying
amounts 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. In estimating the
recoverable amounts of assets, various
assumptions, including future cash flows
to be associated with the assets and
depreciation and discount rates, are made.
If future events do not correspond to such
assumptions, the recoverable amounts will
need to be revised, and this may have an
impact on the Group’s results of operations
or financial position. Management
considered that there was no impairment
charge required to be made to the carrying
value of property, plant and equipment as
at 31 December 2016.
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AVIC INTERNATIONAL HOLDINGS LIMITED

5 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)
5.1 Critical accounting estimates and
assumptions (continued)

(c)

(@)

Impairment of inventory

In determining the amount of impairment
required for obsolete and slow-moving
inventories, the Group would evaluate
customers’ orders, ageing analysis of
inventories and compare the carrying
amount of inventories to their respective
net realisable value. A considerable amount
of judgment is required in determining
such impairment. If conditions which
have impact on the net realisable value
of inventories deteriorate, additional
allowances may be required.

Income taxes and deferred taxation
Significant judgment is required in
determining the provision for income
tax. There are many transactions and
calculations for which the ultimate
determination is uncertain during the
ordinary course of business. Where the
final tax outcome of these matters is
different from the amounts that were initially
recorded, such difference will impact the
income tax and deferred tax provision in
the period in which such determination is
made.

Deferred tax assets relating to certain
temporary differences and tax losses are
recognised when management considers
to be probable that future taxable profit will
be available against which the temporary
differences or tax losses can be utilised.
The outcome of their actual utilisation may
be different.
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5 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)
5.1 Critical accounting estimates and
assumptions (continued)

()

®

Investment property valuation

The Group’s certain investment properties
are located in areas where there are no
active property market, in such cases, the
fair value is estimated by discounted cash
flow method, which involves a number of
key assumptions, including market rents,
occupancy rates, discounts rates. The
assumptions require the use of judgment
and estimates. Where the expectation is
different from the original estimate, such
difference will impact the carrying value
of investment and fair value gain/loss on
investment property in the period in which
such estimate has been changed.

Impairment of goodwill

The Group tests whether goodwill
has suffered any impairment annually
or, whenever there is an indication of
impairment, in accordance with the
accounting policy stated in Note 3.9. The
recoverable amounts of cash-generating
units have been determined based on the
higher of an asset’s fair value less costs to
sell and value in use. These calculations
require the use of estimates (Note 8).
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5 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

5.1 Critical accounting estimates and
assumptions (continued)

Q)

Construction contracts

The Group uses the percentage-of-
completion method to account for its
contract revenue. The stage of completion
is measured by reference to the contract
costs incurred to date compared to the
estimated total costs for the contract.

Significant assumptions are required to
estimate the total contract costs and in
making these estimates, management has
relied on past experience and industry
knowledge. Management monitors the
progress of the construction and reviews
periodically the estimated total costs for
each contract as the contract progresses
and provision for amounts due from
customer from contract work.

If the actual costs differ from
management’s estimates, the revenue,
cost of sales and provision for foreseeable
losses would be adjusted.

5.2  Critical judgments

(a)

Consolidation of entities in which the Group

holds less than 50% voting rights

(i) The Company held 20.81% equity
interests in Tianma Microelectronics
Co. Ltd. (the “Tianma”) and has
reached an agreement with AVIC
International Holding Corporation
(the “AVIC International”), the
ultimate holding company of the
Company, and AVIC International
Shenzhen Company Limited (the
“AVIC Shenzhen”) who held 5.56%
and 5.79% equity interests of
Tianma respectively, to follow the
votes of the Company in Tianma’s
shareholders meeting.
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CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)
5.2  Critical judgments (continued)
(a) Consolidation of entities in which the
Group holds less than 50% voting rights
(continued)

(i

The Group held 37.15% equity
interests in Fiyta Holdings Limited
(the “Fiyta”) and the other equity
interests are widely held by public
interests.

The directors of the Company
considered that the Company has
de facto control over Tianma and
Fiyta as subsidiaries despite its
equity interests was below 50%
in consideration of all facts and
circumstances, including but not
limited to:

a) The contractual arrangement
with other shareholders;

b) More voting rights than other
shareholders;

C) There is a dispersion of
holdings of other shareholders;

d) Attendance and voting patterns
at previous shareholders’
meetings; and

e) The Company has majority
of board seats in the board
meetings.
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AVIC INTERNATIONAL HOLDINGS LIMITED

SEGMENT INFORMATION

The chief operating decision-makers have been identified
as the board of directors of the Company. Management
has determined the operating segments based on the
reports reviewed by the board of directors that are used
to make strategic decisions.

The board considers the business from a product
perspective. The Group is reorganised into the five
business segments below:

o Manufacture and sales of flat panel displays and
modules (“FPD”) products

o Manufacture and sales of printed circuit boards
(“PCB”) products

o Retails and Consumer Products — manufacture
and sales of mechanical and branded quartz time
pieces

o Trading and Logistics — trading, logistics and

shipping building business related to Engineering,
Procurement and Construction Projects (“EPC
Projects”)

o Real Estate - real estate development and
construction engineering work

The hotel business and standard parts products are
included in all other segments as they do not meet the
quantitative threshold of separation.

The board assesses the performance of the operating
segments based on the profit.

Segment assets consist primarily of land use rights,
property, plant and equipment, investment properties,
construction-in-progress, inventories, properties under
development, trade and other receivables and cash and
equivalents.

Inter-segment revenue are carried out according to the
terms and conditions agreed by both parties.

The segment information provided to the board of
directors for the reportable segments for the year ended
31 December 2016 is as follows:
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6 SHERE) 6 SEGMENT INFORMATION (continued)
REERNHHERSTAT An analysis of the Group’s segment information is as
follows:

BE-R-AETZACT-ALEE
Year ended 31 December 2016
RETEER
Continuing Operations
FPDER PCBEHER

QEEHE HEERE IEMNER
Manufacture ~ Manufacture Retails

and Sales  and Sales and  EFEUR fiEdtA A&

of FPD of PCB Consumer  Trading and hE All other Total

Products Products Products Logistics ~ Real Estate ~ segments  segments

ARETE  AREFT  ARETR  AREFT  ARETR  AREFT  ARETR

AHEE Segment results RMB000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB000

RENFEPHMA Revenue from external customers 10,656,337 4438580 2965074  10,745862 3,544,146 667,928 33,007,917
p

HRKA Inter-segment revenue - 74 4,989 1,229 - - 6,02
FHzE Segment results” 162,900 338,306 168,884 (210,024) 7,109 15,315 483,090
Bl Hiss) Other income (Note 35 396,552 75,548 38,121 127,110 18,397 7,846 664,174
Lo/ (B8) Other gains/{osses) - net (Note 36)

-ER W) (2,618) (16,765) (696) 32817 (3,660) 458,488 467,566
S EYIEIV Fair value gain/oss) on investment

I/ (BB)Hir1)  properties (Note 11) 5,255 675 105,437 105,063 1,534 (6426 212438
T Operating profit 562,089 397,764 311,746 56,466 23,980 475203 1,821,268
RANRFEHi98)  Finance costs, net (Vote 38) 147,285 (80,069) (57,709)  (101,379) (2129) (157808  (251,859)
EEERESEAES  Share of oss)proft of

KE(BR) /57 ivestments accounted for

(i) using the equity method (Note 14) (4,938) (195) 586 172,003 44,382 9,658 222,486
FERER(W40)  Income tax expense (Note 40) (125,573) (25,104) (63,302) (98,305) (45,229) (152,321) (500,923)
FERER Profi for the year 578,813 299,39 191,321 29,685 21,011 174746 1287972
-W% GRERHHRE - Depreciation of property, plant

(Wisr) and equipment (Note 37) 1,083,820 292,738 134,421 148,178 47,120 64,478 1,770,755
-HhERERY - Amortsation ofland use rights
(Wisr) (Note 87) 15,378 5,763 732 17,404 189 11,608 51,074
-l AERS - Amortisation of infanglble
(Hisr) assets (Note 37) 40,265 4,475 968 19,182 102 136 65,128
-HMERHERSEE - Amortisation of other non-current
(Hit37) assets (Note 37) 17,243 649 9,542 13,544 8,649 401 50,028
-REBEE7) - Provision for bad debts (Note 37) 10,612 3,695 10,188 wm 21,391 412 91,075
-BEREREH37) - Provision for inventory
obsolescence (Note 37) 97,022 32,916 19,190 (6,302) (93) - 142,733
~FEUWERANTIZEE - Provision for amounts due from
Bey) customers for contract work
(Note 87) - - - 60,415 28,623 - 89,038
* DEEBIEEFNNBRIEEE A RITH * Segment results represent gross profit deduct
B o distribution costs and administrative expenses.
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6 DEER (&) 6 SEGMENT INFORMATION (continued)
AEENDHBERSTOT : (&) An analysis of the Group’s segment information is as

follows: (continued)

BETE-RET A= T-RLER
Year ended 31 December 2015

BRIEH
BEmLZE Discontinued

Continuing Operations Operations

FPDER PCBER
% 2 & FEHEER HF G
Manufacture  Manufacture Retalls Resources
andSaes  and Sales and ] FiEES T Investment
of FPD ofPCB  Consumer  Trading and HE Allother Total and

&

Products ~ Products ~ Products Logisics ~ Real Estate ~ segments ~ segments  Development

EE Segment results RVMBOO0  RMBOOO  RMBOOO  AMBOO  RMBOO0O  AMBOO0  AMBOOO  RMBOOO  AMBI000

READEPMAA  Revenue fomextemal customers 10417485 3410288 3116107 13238725 3562812 606,199 34,360,511 670628 35,021,139

ABEUA Inter-segment revenue 128 3,88 11,667 0564 11252 323 152,001 - 152,001
xR Segment results (7123 166406 1786M (130714 168774 799 BT84 (168 230990
KA Other income 654,673 79917 3,465 20,067 3697 RIS VA ) 19014 81,9
Eiis/(EB)-F8  Other gains/losses - net 1687 (629 B @570 16764 [00) (5006 69 [2438)
REMENAERNE  Fairvalue gain on investment
properties 2161 842 45373 92% 2360 42590 102,562 - 102562
meRi/ (58) Operating profioss) 21306 24650 280450 (17201 191795 121257 1304287 (143211) 1161026
BANTEE Finance costs, net 421 (82759 @) (74909) 18088 (03401) (361532 (145206 (506,768
ELETEREAES  Share of Joss)fprofit of
RE(BR)/EH investments acoounted for
using the equity method 3239 (126) 832 29306 321,308 2011 613,067 - 613087
HEREY Income tax expense (53,309) (11,519) Erie ey (12931) (13436)  (336,966) - (33,9
HERKIERAE  Gain on disposalof
discontinued operations - - - - - - - 753,132 753,132
REEEH Profit for the year 569,069 162,140 151,304 2017 461809 (93569) 1218826 464665 1683491
-1%  FERRBRE - Derecition of property,
plant and equipment 1208509 230,366 115,465 109,900 38372 118804 1,920,4% 118,183 2038679
- LHfRER - Amortisation ofland use rights 1363 323 73 16,263 - 12807 46,760 841 47601
-EEERY - Amortisation of intangole assets 17,554 8,869 668 24170 168 1420 52,849 15% 54 445
-RUEREAERE - Amortisation of other
non-current assets 18,259 28 52,163 2725 9,580 5% 83,543 5100 88,643
-EERE - Provision for bad debts 12,848 (1,386) 125 413% 2519 892 57,520 $H40 102,922
-REFEEE - Provison for inventory
obsolescence 91,904 47,618 5,002 8,821 42 - 162917 - 182917
-ERREANTEIE - Provision for amounts dug from
i customers fo contract work - - - 1%415 - - %45 - 1%415
* DEEBEIREFIREEE B RITH * Segment results represent gross profit deduct
BH - distribution costs and administrative expenses.
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6 SHERE) 6 SEGMENT INFORMATION (continued)
AEENDHBERSTOT : (&) An analysis of the Group’s segment information is as

follows: (continued)

RZB-AETZA=T-A
As at 31 December 2016
FPDER PCBEMER
PEREE  WEREE ZEENER
Manufacture  Manufacture Retails
andSales  and Sales and  ERENH
of FPD. of PCB Consumer Trading and E AR
Products Products Products Logistics ~ Real Estate  Unallocated

ARRTR  ARBTT  ARRTL  ARRFT  ARETT ARETR

A% Segment assets RMB'000 RMB000 RMB’000 RMB’000 RMB000 RMB'000
HPEE Segment assats BG4 4500821 3751498 17380671 6204663 3025167 60,265,594
ERESEABHAE  Ivestments accounted for
() using the equity method (Note 14) 330,351 5,409 43424 686,479 432107 3021313 4,525,143
iE Total assets 25504125 4605280 3794922 18,067,150 6,666,770 6,092,540 64,780,737
L Total liabilties 9,652,552 3,330,667 1572809 15659357 5,246,642 8,992,197 39,414,224
BRESH Capital expenditure 3,033,750 390,587 125,695 434,452 6,742 189,509 4,180,735
RZE-RETZA=1-H
As at 31 December 2015

FPDER

REEEE  REEEE SEHEER

Manufacture ~ Manufacture Retalls

and Sales and Sales and ]

of FPD ofPCB  Consumer  Trading and AR

Products Products Products Logistics Unallocated
s Segment assets
HPEE Segment asses 24036926 4370952 39719 17495811 5678240 4023371 59772479
FRERE Investments accounted for
NESHRE using the equity method 300918 5,604 43,222 617417 518838 3367635 4853620
tE Total assets 24537844 4376556 4010601 18113028 6,197,073  7391,006 64,626,108
i Total liabilties 9219118 3299319 1900024 16,285,331 4933989 4637211 40,284,992
BRI Capital expenditure 1518,928 1,195,685 301,300 606,210 108,735 79549 3810407
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6 HPBERHE 6 SEGMENT INFORMATION (continued)
AEBEZERBTEURFPRH - HREH The Group entities are principally domiciled in the PRC.
DA K B i B 3R K2 i [ Y 90 2R & P B Uk The result of its revenue from external customers in PRC
AT - and other countries and districts are disclosed as follows:

—E—RF T —AF
2016 2015
AR FIT AREFT
RMB’000 RMB’000
BEREEK . From continuing operations:
WA Revenue
AR A B, Mainland China 16,114,341 17,260,062
i Hong Kong 1,306,007 1,242,531
(FES Europe and America 4,066,993 4,214,140
ROERRMEI East Asia and Southeast Asia 4,625,314 4,501,632
HAt Others 6,895,262 7,132,146
BamrABE Total revenue per statement
of profit or loss 33,007,917 34,350,511
WA EEERMERZKETDE » BIE Revenue is allocated based on the country in which
BE —INRFPELBBARIKAI0NH customers are located. No revenue derived from a
A o single external customer has exceeded 10% of the total
revenue.
=E-RF ZE—RF
2016 2015
ARMEFT ABRETFT
RMB’000 RMB’000
BReEMTARELFE Total of non-current assets other

EENMERBEELS than financial instruments and

deferred tax assets

b B R Mainland China 22,803,833 20,627,714
B Hong Kong 77,639 726,219
(e Europe and America 574,217 1,333,447
RO KRR East Asia and Southeast Asia 300,230 530
Hh Others 369,570 21,334

24,125,489 22,709,244
FREREAENRE Investments accounted for using the
equity method 4,525,143 4,853,629

28,650,632 27,562,873
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6 oHER® 6 SEGMENT INFORMATION (continued)

—E-—RF —ET—hHEF
2016 2015
AR¥TFT AREFr
RMB’000 RMB’000

=N Capital expenditure
A [50 (A b Mainland China 3,688,798 3,494,494
BB Hong Kong 396 41,886
B3 Europe and America 32,793 48,016
HAth Others 458,748 226,011
4,180,735 3,810,407

BB REEMEETOR °

Capital expenditure is allocated based on where the
assets are located.

WA T Revenue consists of the following:

—B-A"% —T-IF
2016 2015
ARMEFT ARETT
RMB’000 RMB’000

RER D BEHBA DT Analysis of revenue by category
EmiHE Sale of goods 25,016,044 26,754,677
BEAD Construction contracts 7,279,812 6,953,920
M WA Rental income 283,687 236,105
ARF UL A Services income 200,734 211,035
HAth Others 227,640 194,774
BRRI AL Total revenue per statement of profit or loss 33,007,917 34,350,511

AREEFRS  BEESHALE
HE-FT-—AER-F-—HFT+=F
=+ —BLEFREHRAI0%HM L -

2016F E s

The Group has a large number of customers, none of
which contributed 10% or more of the Group’s revenue
for the years ended 31 December 2016 and 2015.
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7 T b AR 7 LAND USE RIGHTS

N
2016

—ET—hEF
2015

AR TFT
RMB’000

ARETFT
RMB’000

R—A—BREREFE Net book value at 1 January 2,195,127 1,767,688
RNE Additions 93,335 422 683
B2 T2 5 Transfer from construction-in-progress

(Hat12) (Note 12) 107,243 110,497
U 8 — R P /B A7) Acquisition of a subsidiary

(K1iF46) (Note 46) 13,799 -
BEiE Amortisation (51,074) (47,601)
HERB AR Disposal of subsidiaries

(BTat43(d)vii) (Note 43(d)(vii) (163,294) (58,140)
R+ A=+—BHEEEFE Net book value at 31 December 2,195,136 2,195,127

B8 AR ¥51,074,0000t(—E—H
&= AR#¥47,601,0007T) Bt ATTHE
B B\t AEAMEIEE TIRA B 6S
SH(ZZE—RF: &)

NEE R T FE AR A -
iz 7 R B PN /9 75 188 4 b {5 R A PR A Th
RERTHERRFRL - FAPERT
Z B#EET30E504F ©

R-ZE—RNEFE+-_HA=+—H TR
TERAAEBREMFEAEARE
200,327,000 c (—Z T —HF : AR#
521,660,0007T ) K = 3 {5 FA #E {E K38 -
IR IS A B AT 7E29(a) ©

AVIC INTERNATIONAL HOLDINGS LIMITED

Amortisation charges of RMB51,074,000 (2015:
RMB47,601,000) were included in the administrative
expenses, and no amortisation charges were capitalised
in construction in progress (2015: Nil).

The Group’s land use rights are in mainland China.
The respective land use rights in mainland China were
granted by the Town Planning and Land Administration
Bureau for periods of 30-50 years from the date of grant.

As at 31 December 2016, certain bank borrowings
were secured by the land use rights of the Group
with net book value totalling RMB200,327,000 (2015:
RMB521,660,000).Details of the secured borrowings are
in Note 29(a).
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8 GOODWILL

ARBFT
RMB’000

BE-_Z—hAF+=-HA=+—HILFE

Year ended 31 December 2015

R-E—HF—A—H As at 1 January 2015 971,046
HEME A A Disposal of subsidiaries (5,240)
SNEE ST E R Currency translation differences (20,638)
R_EBE—FRF+-_A=+—H As at 31 December 2015 945,168

BE_E-AF+-A=+t—-HLEFE

Year ended 31 December 2016

RZE—RF—H—H As at 1 January 2016 945,168
W B — R B A7) (B 7146) Acquisition of a subsidiary (Note 46) 1,384
SN B R Currency translation differences 13,502
R-ZE—RF+-_A=+—H As at 31 December 2016 960,054

EEIFERAN T —FWRETHE
B AR AR ([ EUSMER])69.77% 8%
BRI =FIREEMS AR
FAR([EaSA]) 2ERE - R=F
— P F W EKHD 89.02% & NN — =
— PO F YR E R FO0% I o

BEBENEZAYMROMEAT - Hit
ReELBEUNAKESRENERE
BFtE AR EREEEMGRERE
TFEHNMBEARATARERER
AETT - BRRAFHNRSRERAA
THURAEFHIERERHER -

2016F E s

Goodwill mainly arose from the acquisition of 69.77%
interest of AVIC Weihai Shipyard Company Limited
(“Weihai Shipyard”) (FfiE /@M AR 2 R]) in 2011,
100% interest of Deltamarin Oy (“Deltamarin”) in 2013,
89.02% interest of KHD in 2014, and 90% interest of
Wuhan Tianma in 2014.

Goodwill is classified under the Trading and Logistics
segment. The recoverable amount of other CGUs is
determined based on value-in-use calculations. Those
calculations use pre-tax cash flow projections based on
financial forecasts prepared by management covering a
five-year period. Cash flows beyond the five-year period
are extrapolated using the estimated growth rates stated
below.
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8 ®BE® 8  GOODWILL (continued)
BIEARBERBMBERAREAEES The key assumptions used for fair value less costs to sell
HENEE/REJWOT and value-in-use calculations are as follows:

BEME NLTAR =SUEE REXS

Weihai NLT  Superior Bt = Wuhan

Shipyard Company Metal  Deltamarin Tianma

EhE Carrying amount

(/U%'é”‘ﬁ:i) (RMB’000) 227,107 7,434 27,889 106,796  328.053 261,482 1,384
H&Z/\i‘ Revenue growth rate 3.00% 0.00% 3,00% 3,50% 3.00% 2.00% 3.00%
ZEFIE Gross margins 15.00% 15.00% 17.00%  7.00%-9.00% 13.18% 11.00% 12.00%
BR® Discount rates 14.66% 16.42% 11.23% 17.01% 12.40% 14.00% 12.09%

250

HEBRZXEARSMEEDHAZRE
EEABENT o

EREEBREBARREREUHMBEEN
TEHE T TR E SR FIE - FrEk A/ i
S 5 g 2 1 R R A 5 LR 45 TSR TROB| —
B o FTEXARBIIR R AFIATARIR K - I
RBLELE A D E AR R R AR

RETHENER  ARREZRA/E
AREERES

AT RRBEEREBNR _FT—RER
—E-FEt-A=t+-BEBENE
FHE10% - R ZSR @A) i R 7 B R (E B
18 A R ¥# 207,207,000 (= F —HF :
AR¥80,261,0007) °

WR-_E—ARER-_ZT—RAFE+_A
=+ — HERIRREIN1% - BIAREE T fE
R R EE 1B A R 290,204,000 7T

— R4 ARM134,425,0007T) °

AVIC INTERNATIONAL HOLDINGS LIMITED

These assumptions have been used for the analysis of
each CGU within the operating segment.

Management determined budgeted gross margins based
on past performance and its expectations of market
development. The weighted average revenue growth
rates used are consistent with the forecasts included
in industry reports. The discount rates used are pre-tax
and reflect specific risks relating to the relevant operating
segments.

The directors of the Company consider that no
impairment charge was required after performing the
impairment assessment.

If the estimated future cash flows had been 10% lower
than management’s estimates as at 31 December
2016 and 2015, the Group would have recognised
RMB207,207,000 impairment loss on the goodwill (2015:
RMB80,261,000).

If the discount rate had increased 1% as at 31 December
2016 and 2015, the Group would have recognised
RMB290,204,000 impairment loss on the goodwill (2015:
RMB134,425,000).
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9 BEEE 9 INTANGIBLE ASSETS

EERGTR  BHRRE BFBE
Trademark Maritime L Customer 2t
and licenses  rights of use Patents  relationships Others

AGETR  ARKTL  ABRTZ  ARRTT ARRTE
RMBOOO  RMBOOO  RMBON  RMBOXN  RMBOX

W=8-7E-B-H At 1 January 2016

il Cost 308,637 220,106 25,670 264,936 249,463 5,943 1,094,755
BHEERAE Accumulated amortsation

and ioaiment (185152 28] ) 0o oS
EERE Net book amount 123,485 217,830 17,051 211,319 202,058 3,069 74812

BE-E-RETIR Year ended

St-BLEE 31 December 2016

EEEYE Qpening net book amount 123,485 27,830 17,051 21319 202,058 3,069 74812
EREE Exchange diferences 1,207 6,323 - 1443 6,785 - 21,758
FE Additons 14,504 - - 122,018 - - 136,612
ARETIAREIAER  Tianster fom caplaised

(evelopment costs 4,309 - - - - - 4,309
vt Amortisation charge (35,201) (1,646) (1,216) (23,169) (3727) (169) (65,128)
EXREFE Closing net ook amount 108,304 222507 15,835 317,614 205,116 2,900 872,363

W-E2-RETZA=t-A  At31December 2016

ik Cost 328,747 206,429 25,670 414307 256,248 5,943 1,257,434
ZiEERIE Accumulated amortisation

and impairment (220,353) (3922) (9,835) (96,786) (51,132) (3,043) (385,071)
EAZE Net book amount 108,394 200501 15,835 317,611 205,116 2,900 872,363
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9 BEEEE) 9 INTANGIBLE ASSETS (continued)

Copltliced % epchidih kPEE
Computer ~ development  Trademark Martime ZH Customer

software costs and licenses  rights of use Patents  relationships

RMB1000 AMB000 [ AMB'000 ‘ AMB'000 RMB1000 AMB'000

W-B-TE-F-B  At1January 2015

fik Cost 302,33 1448 231,074 25,670 329,348 209,554 5,943 1,145,372
ZiEERAE Accumulated amortisation and

mpaiment (169,349) - [721) (7,409 (52.291) (33,023 (2,709) (265,49)
FAFE Net book amount 132,986 1448 230347 18,267 217,057 216,531 3,238 879,874

BE-Z-RETCR  Yearended

St-BLEE 31 December 2015
ENEEAE Opening net book amount 132,086 1448 20347 18267 277067 216,531 32% 879874
EiZE Exchange differences 1082 - (10.968) - (6,722 (690) - (17,28)
TE Additions 19,356 - - - - 599 - 19,955
BRENZ BRI Transfer to property, plant and
itE equipment - - - - (20,566 - - (20,566)
HEREAT Disposal of subsicaries (10,083 (1449 - - 2391 - - (13872
i Disposals (4103 - - - (14733) - - (16,836)
BHRR Amortisation charge (15,803) - (1,549) (1,216) 21,326) (14382) (169) (54,445)
EREASE Closing net book amount 123,485 - 217830 17,051 211,319 202,098 3069 774812
WN-§-RE+ZR At 31 December 2015
zt-8
B Cost 308637 - 200,106 2,670 284,936 249463 5043 1094755
EHE $EHE Accumulated amorfisafion and
mpaiment (185,152) - (2.216) (8,619 (13,617) (47.409) (2874 (319943
FmEE Net book amount 123,485 - 217,830 17,051 211,319 202,058 3,069 114812
Y B ARKE5,128,000 (= E—H Amortisation charges of RMB65,128,000 (2015:
F : ARM54,445,0007T) Bt AREE RMB54,445,000) was included in the administrative
TERER - expenses for the year.
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10 Y¥ - BERRE 10 PROPERTY, PLANT AND EQUIPMENT
EER
BTk
THEEF  RENERE HERRE HE Computer E
Land and Leasehold  Machinery and Motor  and electronic Other
buildings  improvements equipment Vehicles equipment equipment
ABRTE  ABETR AREFR AREFE AR AREFR
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
HE-E-RETZR  Yearended 31 December 2016
ZT-RLER
it Cost
2] At beginning of year 1,536,022 467,426 12,917,388 189,062 491,119 177,199 21,778,216
EERTRER Transfer from construction-n-
(i) progress (ot 12) 1,361,969 - 423,060 219 18,612 3544 1,807,464
WE-ENEAT Acquistion of a subsidiary
W) (Note 46) 23928 - n - 11 - 24,016
e Additions 149,512 92,045 383,739 12,290 74,309 34,001 745,806
ERZRENE Transfr o invesiment properes (36,499) - - - - - (36,499)
HENELT Disposals of subsidaries
i) (Note 4310 (215,87 - (52,810) - (969) (2009) (271,751)
Lt e Other posals (Note 431 (2,848) - (184,274) (9,306) (36,669) (11,143 (246,234)
EpzE Exchange differences 13,940 - 16,251 1,804 5,061 21,932 05,888
£x At end of year 8,628,151 559,471 13,503,431 194,129 550,380 209434 23,864,996
2HiTE Accumulated depreciation
£ At beginning of year 1,300,99 321,546 6,634,687 123,162 306,579 107,974 8,794,944
KE-BHBA Acquistion of a subsiary
(i) (Notg 46) 27 - 2 - 1 - 20
KREEHR Charge for the year 264,320 106,262 1,217,818 25410 59,519 17,366 1,770,755
ERLRENE Transfer to investment properties 2,101) - - - - - (2,101)
HENBAR Disposals of subsidaries
) (Note 43(d) (57,200) - (18,299) - (249) - (75,695)
EWiEH4 1) Other disposals (Note 43(b)) (2,966) - (134,560) (7,644) (33,863) (7,736) (186,769)
EXZE Exchange differences 6,544 - 9,010 2,604 5379 460 23,997
£x Atend of year 1,529,873 421,808 1,768,718 143,592 337,366 118,064 10,325,421
e Impairment
] At beginning of year 5,524 - 11,521 4 301 10 11430
EtEHRa ) Otherdisposds (Mote 43)) - - (4,365) - - - (4,365
KEEHR Charge for the year - - 3,158 - - - 3158
X Atend of year 5524 - 18,114 4 301 10 19,023
FEEE Net book amount
£x At end of year 1,202,754 131,663 5,721,599 50,463 123 111,360 13,520,552
£ At beginning of year 6,220,502 145,880 6,271,180 65,826 184,239 69,215 12,965,842
2016 F E#Hs P fi B PR 422 AR R 478 PR 2 B 253
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10 ¥ - BERRE#) 10 PROPERTY, PLANT AND EQUIPMENT

(continued)

HIRET BEMERE FE Computer
landand  Leasehold  Machinry and Mofor  and electronic ng
buldings  improvements ~equipment vehicles ~ equipment structures

WBOO  RYBOD RBON0

BZ-3-TET-F  Yearended 31 December 2015

ZT-RLEE

A Cost
£ At beginning of year 6,963,079 396,993 12,466,561 218,859 4459% 262,805 230,594 20,984,482
BERIEER Transfer fiom

construction-in-progress 951,930 - 398,850 739 20,915 - 18,326 1390,760
HE Additions 177313 70,833 643,041 23,940 53,248 - 29,174 997,609
BRENEER Transfer from investment properties 14,321 - - - - - - 14,31
BETLEER Transfer from intangible assets - - 0415 - - - - 0415
EREIRIR Transfer o constuction-in-progress - - - - - - %) )
HENBLE Disposals of subsidlaries (539,451) - (428,525) (33,228 6,610) (262,809) (91486 (1,362,10)
EChiE Other disposals (295%9) - (154,89) (15,832 (23.930) - 9.257) (233440)
EizE Exchange differences (1,701) - (37,098) (5,416) 1,501 - (119 82,79
EX At end of year 7,536,022 467426 12917388 189,062 491119 - 177,199 21,778,216
2ifE Accumulated depreciation
1] At beginning of year 1,097,388 262,408 548,23 131,425 206,208 69,773 98,961 7,384,398
TERiR Charge for he year 331,843 5188 1510928 2,189 62220 13618 B3 2038679
BEVAEER Transfer rom intangiole assets - - 8849 - - - - 8849
HENRAT Disposels of subsicaries (118577) - s 0413 (4,266) (83.91) (18984 (446,055
Bipe Othe csposels 0.8 S (148 (1894 - 766y (185869
EiZE Exchange differences (30) - (4,419 (1,556) 1365 - ) (3,09
X At end of year 1,300,996 321,546 6,634,087 123,162 306,579 - 107,974 8,794,944
HE mpairment
£ At beginning of year 5524 - 10,160 406 40 - 10 16510
TEEHR Charge for the year - - 1,361 (332) (109 - - )|
X Atend of year 5,524 - 151 74 301 - 10 17430
FEFE Net book amount
£x At end of year 6,229,502 145,880 6,271,180 65,826 184,239 - 69215 12,965,842
£ At beginning of year 5,860,163 134,185 6,998,166 87,028 179,317 193,032 181,623 13583574

254 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2016



AR R M

Notes to the Financial Statements

10 Y% - BERRE#E)

@ AKRENDE - BERIKERE
SERRATIBR o

) WEEBEATHIBEPERHEX

10 PROPERTY, PLANT AND EQUIPMENT

(continued)

(@)

(b)

The property, plant and equipment of the Group
were stated at historical cost.

Depreciation charge was capitalised or expensed

A in the following categories:
=E2—RF —T—hF
2016 2015
AREFT AREFT
RMB’000 RMB’000
SHE KA Cost of goods sold 1,379,550 1,724,086
1THER Administrative expenses 343,800 282,066
EEITR Construction in progress 11,365 -
HEER Distribution costs 36,040 32,527
1,770,755 2,038,679

REBNRFEEUNPE AL -

R=B—<ET=A=+—8
ETFRTERAME - HERE

T

The Group’s buildings are mainly situated in the
mainland China.

As at 31 December 2016, certain bank
borrowings were secured by the property, plant
and equipment (Note 29(a)) as follows:

—E—RE
2016

—E-RF
2015
AREFT
RMB’000

ARE TR
RMB’000

15 (M zE29(a)) fELD TN HKH -
BRTEFE Net book value
gF Buildings

942,810 563,446

BE_Z—X"F+=-_A=+—
B AEBDAEHREER®EFE
A AR ¥ 237,812,000 ( = &
—hAF+=—A=+—H: AR¥
199,389,0007T ) FIE FERERE o

2016F E s

As at 31 December 2016, the Group
was still in the progress of obtaining title
certificates of buildings with a net book value
of RMB237,812,000 (31 December 2015:
RMB199,389,000).
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11 REYHE 11 INVESTMENT PROPERTIES
—E—RE —ET—hEF
2016 2015
AR FT AREFT
RMB’000 RMB’000
BRAREE At fair value

—A— B4 Opening balance at 1 January 2,321,920 2,232,376

BYWE - BEK Transfer from property,

R plant and equipment 36,963 -
BEE T iZeaE Transfer from construction-in-process 218,696 -
NE Additions - 1,303
DR EERAEFRE Net gain from fair value adjustment 212,438 102,562
EEREYE - HEMKE Transfer to property, plant and equipment - (14,321)
& — AR B A ) Disposal of a subsidiary

(BTa£43(d)vii) (Note 43(d)(vii) (821,335) -
T A=+—RHEBREH Closing balance at 31 December 1,968,682 2,321,920

(a) PNERTERIIRE XS ENT ¢ (@) Amounts recognised in profit and loss for
investment properties were as follows:
—E—XE —E—hF
2016 2015
AREFT AREFT
RMB’000 RMB’000
HERA Rental income 174,599 201,360
EAHESWARNMENERE Direct operating expenses from
LER properties that generated rental
income (53,550) (42,635)
121,049 158,725
RZE—RF+HAH=+—H " As at 31 December 2016, the Group had no
REERERRAEERREAR unprovided contractual obligations for future
BEAHNET(ZZE—REF+=A repairs and maintenance (31 December 2015: Nil).
=t—H:#E)-
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11 REWHE®)

(b)

(c)

2016F E s

HEZH
ETREMEESARAKERE
HAEFHAEBEA - AEAZA XN
e -

REBETAIBGHEERE - REY
BHRRTRIBNREMERIERE
WS REMT :

11

INVESTMENT PROPERTIES (continued)

(b)

Leasing arrangements
Certain investment properties have been leased
to tenants under long-term operating leases with
rentals payable monthly.

Minimum lease receivables under non-cancellable
operating leases of investment properties not
recognised in the financial statements are as
follows:

—ZE-hF

2015

ARETT

RMB’000

—F AN Not later than one year 195,558 150,736
—FUERAFUA Later than one year and not later

than five years 405,140 355,911

HFEMNUE Later than five years 57,385 67,381

658,083 574,028

AEBWREMFEBLNRE

REYENAREE
AEENKREYWEEAGEMT
BEENEARARIETE LG
B NETZEREVWERC
E—REKN_ZFT—HF+_A
=T —HHAREE - EflE
AT EMERARBERKZE] -
TRBGEEED T AR R EE
RRIREE - AR F AT
™

. FAEAERREREED
B R ECREBE) (B
—) -

o BRE—HRMBENRE
Hh - BEESBENA HE
(BNEB%) sk R (BN B
BH)ERMEHAEBEE
&) e

. I FEAR I3 A B R T 35 BUR
EEMmEEREHAE
(BT BB AEB)(F=
&) o

(c)

The investment properties of the Group are
situated in the PRC.

Fair values of investment properties

An independent valuation of the Group’s
investment properties has been performed by
valuer, China United Assets Appraisal Company
Limited, to determine the fair value of the
investment properties as at 31 December 2016
and 2015. The revaluation gain is included in ‘fair
value gain on investment properties’. The following
table analyses the investment properties carried at
fair value, by valuation method. The different levels
have been defined as follows:

° Quoted prices (unadjusted) in active
markets for identical assets or liabilities
(Level 1).

o Inputs other than quoted prices included

within level 1 that are observable for the
asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from
prices) (Level 2).

o Inputs for the asset or liability that are not

based on observable market data (that is,
unobservable inputs) (Level 3).
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11 REYE =) 11 INVESTMENT PROPERTIES (continued)
(c) BEVENLIABEE) (¢) Fair values of investment properties
(continued)
R-EBE-—XRE+=ZA=+—8H
FRUTEEFEAAER
Fair value measurements
at 31 December 2016 using
AEEE
TR
5 L HBRE
(B—%&) HtE X
Quoted THE@WAE EARFH
prices in (B=#R) BE@AE
active Significant (=)
markets for other Significant
identical observable unobservable
assets inputs inputs
(Level 1) (Level 2) (Level 3)
(ANE¥Fr) (AEMTFR) (AREFT)
(RMB’000) (RMB’000) (RMB’000)
wEYE Investment properties
—WAEF - — Office buildings — PRC - 622,453 857,504
— A EH— - Manufacturing sites - PRC - - 456,298
—fFE=—- — Dwelling houses - PRC - 26,030 6,397
$’$lﬁ’jftﬁzﬁi%ﬁf\ A 38 By The Group’s policy is to recognise transfer into
HWEHREREESE HERA D and transfer out of fair value hierarchy levels as of
TETE%&E’U%)\&%& the date of the event or change in circumstances
that caused the transfer.
RER E—R - F_FZRE= There were no transfers between Level 1, 2 and 3

2 [N FE e o during the year.
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11 REWHE®) 11  INVESTMENT PROPERTIES (continued)
(c) BEVENLIAGBEE) () Fair values of investment properties
(continued)
HRAEAX T A B g A EFT 2R Fair value measurements using significant
R EE(E=R) unobservable inputs (Level 3)
b N e EEM =2
Office Manufacturing Dwelling
buildings sites houses
(AR¥Fr) (AEBEFRT) (AREFT)
(RMB’000) (RMB’000) (RMB’000)
Hiw4E o Opening balance 1,398,174 440,856 33,689
ARBEFZFWZ  Net gains from fair value
adjustment 6,655 15,442 254
NE Addition 255,658 - -
HeE—RKIEBAT  Disposal of a subsidiary (802,983) - (27,546)
HR#EH Closing balance 857,504 456,298 6,397
KEEZFAFER Total gains for the year included
P& E A in profit for assets held at
[REWMEDR the end of the year, under
BEWRRBET “fair value gain on investment
EOEET G properties’ 6,655 15,442 254
REEFAER Change in unrealised gains
P& 2 F 8 for the year included in
REIR Wz & profit for assets held
at the end of the year 6,655 15,442 254
REE F B (B A FE Valuation processes of the Group
AREEMNREWENR_-_ZT—F The Group’s investment properties were valued at
TZA=T—HBHHEERNBL 31 December 2016 by independent professionally
EEGHEMETHE - ZIAER qualified valuers who hold a recognised relevant
FEEBERIEEER - BiH professional qualification and have recent
BRATGEREMENM I D experience in the locations and segments of the
ERHEITEE - FTAEREWEIG A investments properties valued. For all investment
EHRISARNRENFAER - properties, their current use equates to the
highest and best use.
2016 F E#Hs AR EBRIE R R 1D B R A 7 259
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11

260

REMERE)

(c)

REMENAABEGE)

AL B a4 (B2 ()

AEBPBEHRE —BK - &
A EHRE BN BB
BEEETHGEE ZEBEEREZM
EEgRE -N_T—RF+=
A=1t—8 ZEWENRAE
BECHATHMEENEERABE

=

IE °

=Y-E=3

RAREBEBRAF —FHNRE
MEME  HERBHEELER
BEE - MMONAELEMERE
ERTERA(PINMYERR)F
EZRELAE - ZMEEHENK
ERRAERIT VI ARNER -

BRARBEEBRSE=ZFNKRE
WEME  HERBEATAE
R ANBEUFERMERRERER
REE - ZFBANERE

AREEHE REVEERM
ERA - BAREE-
WAERFERE
MR ~ A4
ROIMEREEX
£ BB L=
MERFTISHESE

AVIC INTERNATIONAL HOLDINGS LIMITED

11

INVESTMENT PROPERTIES (continued)

(c)

Fair values of investment properties
(continued)

Valuation processes of the Group (continued)

The Group’s finance department includes a
team that reviews the valuations performed by
the independent valuers for financial reporting
purposes. This team reports directly to the board
of directors. As at 31 December 2016, the fair
values of the properties have been determined by
China United Assets Appraisal Company Limited.

Valuation techniques

For investment properties which fair value
hierarchy level is Level 2, the valuation was
determined using the sale comparison approach.
Sales prices of comparable properties in close
proximity are adjusted for differences in key
attributes such as property size. The most
significant input into this valuation approach is
price per square meter.

For investment properties which fair value
hierarchy level is Level 3, the valuations were
determined using discounted cash flow projections
based on significant unobservable inputs. These
inputs include:

Based on the actual
location, type and quality
of the properties and
supported by the terms
of any existence lease,
other contracts and
external evidence such
as current market rents
for similar properties;

Future rental cash
inflows

ANNUAL REPORT 2016
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(c)
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11

INVESTMENT PROPERTIES (continued)

Fair values of investment properties

(c)

(continued)

Valuation techniques (continued)

Discount rates

Estimated
vacancy rates

Maintenance costs

Capitalisation rates

Terminal value

Reflecting current market
assessment of the
uncertainty in the amount
and timing of cash flows;

Based on current and
expected future market
conditions after expiry of
any current lease;

Including necessary
investments to maintain
functionality of the
property for its expected
useful life;

Based on actual location,
size and quality of the
properties and taking
into account market data
at the valuation date;

Taking into account
assumptions regarding
maintenance costs,
vacancy rates and
market rents.

There were no changes to the valuation
techniques during the year.
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12 HEIRE 12 CONSTRUCTION-IN-PROGRESS
=E—RF —ET—RF
2016 2015
AR FT AR TFT
RMB’000 RMB’000
FE 4] At beginning of year 3,175,032 2,491,133
B - R MR EER Transfer from property, plant and
equipment - 33
BRI EYE Transfer to investment properties (212,180) -
NE(a) Additions (a) 2,948,933 2,245,436
HEEEYE  BEMERE Transfer to property, plant and
(Krzt10) equipment (Note 10) (1,807,464)  (1,390,760)
T+ FERE(AZE7)  Transfer to land use right (Note 7) (107,243) (110,497)
B P A 7] Disposal of subsidiaries - (57,401)
RS HMIEREEE Transfer to other non-current assets (3,125) (2,912)
3,993,953 3,175,032
(a) ANETEBREEERE « BEBEXR (a) Included in the additions were mainly costs

E R BT TIZEE OB ©

incurred for the construction of production plants,
modernisation and renovation projects.

FRAFAERIENEARLR
TEZF B A AR 54,966,000
(38 (ZFE—RHF : AR
#554,917,0007T) © EAR(LFE A
2.67%(—ZT—FHF :6.75%) °

Bank loan interest capitalised in the
construction-in-progress during the year
amounting to RMB54,966,000 (Note 38) (2015:
RMB54,917,000) and the capitalised interest rate
was 2.67% (2015: 6.75%).
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13. MEAQF

TREIN-_F—R"F+=-A=+—H
Al

MEZMBA

HEAREH
Name of subsidiary

A5l
Tianma (a)

REERERAR(REER )

Shennan Circuit Co., Ltd. (‘SCC")

REED)
Fiyta (o)

BRER
GIB Company

MR ERAR
(A7)

Shenzhen Agro Fasteners
AFM Company Limited
(*AFM Company’)

2016F E s

BRTRAFE/
&R
Particulars of issued
share capital/
Registered capital

ARH1,401,098, 74470
BREEARKTH
LEk

RMB1,401,098,744
Ordinary shares of
RMB1 each

AR%210,000,0007C
BREEARKITH
LEk

RMB210,000,000
Ordinary shares of
RMB1 each

AE392,767,8707
BREEAREILY
LER

RMB392,767,870
Ordinary shares of
RMB1 each

AR 150,000,000
RMB150,000,000

AR 120,000,007
RMB120,000,000

13

SUBSIDIARIES

The following is a list

December 2016:

RS
Type of legal entity

RARR(RRIIES
REfHLM)

Joint stock company
(listed on the Shenzhen
Stock Exchange)

I
Joint stock company

RARR(RRIIES
REHLH)

Joint stock company
(listed on the Shenzhen
Stock Exchange)

EREAAR
Limited liability company

EREAAR
Limited liability company

HMEIERR

EHnE

Country of incorporation
and nature of business

RER

RERHEREERS

Shenzhen, PRC

Manufacture and sales of fiquid
crystal displays

HERY

RERHERBRR

Shenzhen, PRC

Manufacture and sales of printed
circuit boards

RER

HER AR

Shenzhen, PRC

Manufacture and sales of watches
and clocks

HEEN

EERMEEE
Guangzhou, PRC

Hotel and property operations

RER

HEREEREDH

Shenzhen, PRC

Manufacture and sales of standard
parts

ERmAA
G

NEBRILH

Proportion
of ordinary
shares
directly
held by the
Company

20.81%

92.99%

37.15%

75%

100%

HALE
KEN
EERLA
Proportion
of ordinary
shares
held by
the Group

20.81%

92.99%

37.15%

75%

100%

B ERROERAE

of principal subsidiaries as at 31

ERHEER
REERSEN
LRRLA
Proportion
of ordinary
shares
directly
held by
non-
controlling
interests

79.19%

7.01%

62.85%

25%
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13. MEBRR )

KEARAR

Name of subsidiary

PERERIRERAA
([ERRA)

China National Aero-Technology
Beijing Company Limited
(‘Beijing Company’)

HREREERRERAT
([EER7))

China National Aero-Technology
Trade and Economy
Development Company Limited
(TED Company’)

hEMEREENERAA
([EMRa))

China National Aero-Technology
Guangzhou Company Limited
("Guangzhou Company’)

hEREREEFERAR
([EfIRA))

China National Aero-Technology
Xiamen Corporation
(*Xiamen Gompany’)

hEREREER TRARAT
([EBRTR))

China National Aero-Technology
Engineering Company Limited
(‘Engineering Company’)

BRARARE/
&R

Particulars of issued
share capital/
Registered capital

AR 800,000,007
RMBB300,000,000

AR 60,000,000
RMBE0,000,000

ARE300,000,0007C
RMB300,000,000

AR 550,000,000
RMB550,000,000

AR 680,000,000
RMB680,000,000

7_

13 SUBSIDIARIES (continued)

EE
Type of legal entity

EREAAR
Limited liability company

EREAAR
Limited liability company

BREELT
Limited liability company

EREMRA
Limited liability company

EREAAR
Limited liability company

264 AVIC INTERNATIONAL HOLDINGS LIMITED

HRRLERR

BME

Country of incorporation
and nature of business

HEER

EREDRHENS

Beijing, PRC

Trading activities and shipbuilding

REER

BRETRERRENR
hiEEE

Beijing, PRC

Trading of electronic and
computer equipment and tender
management

hEENM

EHER  BRRE
EEIREESMR

Guangzhou, PRC

Trading and logistics of machinery
vehicles, medical faciliies and
hitumen engineering

hEER
Wi BHEE AT
Xiamen, PRC
Trading and
logistics of shipping, Stone
materials

REER

REXK REER FHERR

BENHEERRUSHRS
Beijing, PRC
Construction activities, project
management, Real estate
development, construction
material trade and rendering of
labour service

ERBAD
ks

VEERLA

Proportion
of ordinary
shares
directly
held by the
Company

100%

100%

100%

100%

100%

EEREER
RRERHEN
ERRLA
mA&%E  Proportion
BEN  of ordinary
LERLA shares
Proportion directly
of ordinary held by
shares non-
heldby  controlling
the Group interests
100% -
100% -
100% -
100% -
100% -
ANNUAL REPORT 2016
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13. MBAT (&) 13 SUBSIDIARIES (continued)
EERFER
REEESEN
ERBAR LRRLA
e HAKE  Proportion
NERRLA AN of ordinary
Proportion  EEMRILA shares
ERTRARE/ of ordinary  Proportion directly
HEfEA HRBLERR shares  of ordinary held by
Particulars of issued EHME directly shares non-
KEBARLE share capital/ i 1o Country of incorporation held by the heldby  controlling
Name of subsidiary Registered capital Type of legal entity and nature of business Company the Group interests
FrtfinEREERERA AR#60,000,0007T EREFAT hER 90% 90% 10%
([Emtz]) RMBE0,000,000 Limited liabiity company ~ EELE
Beijng AVIC Ruixin Investment Beijng, PRC
Management Company Limited Real estate development
(‘Befing Ruixin’)
A UREERARLT ARE120000000  BREFAT hERH 60% 60% 40%
(Im#bmE]) RMB120,000,000 Limited liability company ~ EMERE
Chengdu AVIC Raise Real Chengdu, PRC
Estate Company Limited Real estate development
(“Chengdu Raise")
TRERRERARAD ARE100000000  BREFAT hER 100% 100% -
(T#neeR]) RMB100,000,000 Limited liability company ~ EEBE4EFRE
AVIC International Renewable Beijing, PRC
Energy Development Co., Ltd Trading of renewable energy
(‘RED Company’) equipment
ik ARH1091600,000  BREALT hEIEE 69.77% 69.77% 30.23%
Weihal Shipyard RMB1,091,600,000 Limited liability company ~ E4EHE
Weihai, PRC
Ship building
HHERRRRRERAR 285,576, 000 & RADA(RHEES  #ig 73.87% 73.87% 26.13%
([fanal) AEN SRR REMEBRAALD)  BEHE
AVIC International Maritime 285,576,000 Joint stock company (listed Singapore
Holdings Limited Ordinary shares and on Singapore Exchange  Ship building
(‘AVIC Maritime’) no par value Ltd)
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13. B R(&) 13 SUBSIDIARIES (continued)
JEIE IR B S A &I ¢ The non-controlling interests comprised the following:

=B-A"% —F-IF

2016 2015
AR¥TFr ARETT

RMB’000 RMB’000

X5 Tianma 10,749,717 10,356,179
FeonaE Fiyta 1,711,718 1,620,928
B A W/NE] Beijing Company 197,593 276,937
BN F] Guangzhou Company 248,785 246,092
D&k Chengdu Raise 179,353 181,808
G NG TED Company 8,393 11,545
R & AVIC Stimulation 20,308 -
M A A AVIC Maritime 107,112 117,187
B SCC 61,144 39,201
ERBEE GIB Company 30,168 71,937
Freeln RED Company 14,788 18,723
EFI A Xiamen Company 4,009 4,167
S L Beijing Ruixin 4,696 11,825
BRI Engineering Company 15,683 14,226
B8 A R Weihai Shipyard (28,576) (171,775)
Y] AFM Company 2,375 2,373

13,327,266 12,801,353
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13. MEB2E (&) 13
TXHIEEE AT = BE AN
7 1% B B RE 25 1) 5B B 2 B A L

SUBSIDIARIES (continued)

Set out below are the summarised financial information of
each subsidiary that has non-controlling interests that are

Fo material to the Group.
(a) xE (a) Tianma
BEBEXVE Summarised balance sheet
R+=—A=+—H
As at 31 December
=B-A"% —FT-IF
2016 2015
AR FiT AR TFT
RMB’000 RMB’000
B Current
BE Assets 9,387,264 11,219,205
afE Liabilities (5,403,776)  (6,125,073)
MENE ELEFEE Total current net assets 3,983,488 5,094,132
FERE Non-current
BE Assets 12,310,491 10,421,192
affE Liabilities (2,532,880) (2,255,285)
MBS EEFE Total non-current net assets 9,777,611 8,165,907
BEE Net assets 13,761,099 13,260,039
2016 F E#Hs AR EBRIE R R 1D B R A 7 267
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7_

13. MiIBQ = (&)
(@) XB(#E)

13 SUBSIDIARIES (continued)

(a) Tianma (continued)

PEMAREHZE Summarised statement of comprehensive income
=F-ARF —F0F
2016 2015
ARMEFT ABRETFT
RMB’000 RMB’000
1 ON Revenue 10,656,337 10,417,582
R PS5 A A Profit before income tax 687,353 607,948
FriS8F:i 2 Income tax expenses (125,573) (52,375)
HEf2mikas Other comprehensive income 25,514 20,116
PHE B Total comprehensive income 587,294 575,689
DAL E FEIE AR A R Y Total comprehensive income
EREECE allocated to non-controlling
interests - 437,524
AT T FE15 AR AR SR i 2 Y Dividends paid to non-controlling
A% 2. interests - 84,020
268 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2016



AR R M

Notes to the Financial Statements

13. MiIB® (&)
(a) XEB(#E)

13 SUBSIDIARIES (continued)
(a) Tianma (continued)
Summarised statement of cash flows

=FB-ARF  —FIF
2016 2015

AREFRT ARETFT
RMB’000 RMB’000

LEEETDELNRERE

Cash flows from operating

activities
REEBEXNRE Cash generated from operations 1,124,795 4,417,381
B E Interests paid (63,721) (109,098)
ERFTEH Income tax paid (80,467) (59,351)
EERYELENRES)FEE Net cash generated from operating
activities 980,607 4,248,932
BEEBFT RIS 55 Net cash used in from investing
activities (3,042,418) (1,530,285)
BEEEN(FTA),ELER Net cash (used in)/generated from
REFE financing activities (954,897) 3,746,739
HeERESEEYWN Net (decrease)/increase in cash
CRA) /EinFEE and cash equivalents (3,016,708) 6,465,386
FYNReRBELEEY Cash, cash equivalents at beginning
of the year 7,333,914 810,131
BeRBESEEWERWE  Exchange gain on cash and cash
equivalents 142,072 58,397
FRORES MINSEEY Cash and cash equivalents at end of
the year 4,459,278 7,333,914
Pt ER AR R AT EEHED The information above is the amount before inter-
BFE ° company eliminations.

2016F E s
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13. MEBQF )

13 SUBSIDIARIES (continued)

(b)  FREZE (b) Fiyta
BEBEXHE Summarised balance sheet
R+=—HA=+—H
As at 31 December
—E—XF —ET—hF
2016 2015
AR¥Fr AREFr
RMB’000 RMB’000
TE Current
BE Assets 2,827,632 3,148,043
afE Liabilities (1,508,668)  (1,448,721)
nEBEERFE Total current net assets 1,318,964 1,699,322
EFRE Non-current
BE Assets 1,420,090 1,226,307
afE Liabilities (176,772) (521,823)
JEMBEELIFE Total non-current net assets 1,243,318 704,484
BEE Net assets 2,562,282 2,403,806
FEINAIREBE Summarised statement of comprehensive income
—E—XF —E—hF
2016 2015
AR¥Fr AR TFT
RMB’000 RMB’000
WA Revenue 2,970,063 3,127,775
B TS L Bl ) Profit before income tax 259,612 190,046
Frig®if 2 Income tax expenses (63,302) (27,116)
HEfb 2wk Other comprehensive income 5,618 464
PHE B Total comprehensive income 201,928 163,394
DAL E FEIE R A R Y Total comprehensive income
DHE A = allocated to non-controlling
interests (325) 95,939
A F I IR AR SR AE 5 Y Dividends paid to non-controlling
iz B interests 43,875 22,981
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13. MEBQF )

13 SUBSIDIARIES (continued)

2016F E s

REDE ()

(b) Fiyta (continued)
Summarised statement of cash flows

—E-A"F —T-4fF
2016 2015
ARETFT
RMB’000

ARE TR
RMB’000

LEEETDELNRERE

Cash flows from operating
activities

REEBEXNRE Cash generated from operations 565,353 1,126,254
B E Interests paid (64,923) (83,947)
ERFTEH Income tax paid (44,671) (20,638)
LB ELENIRSFE Net cash generated from operating

activities 455,759 1,021,669
S EE TR S 55 Net cash used in investing activities (185,210) (230,012)
BhEEE TR S F 5 Net cash used in from

financing activities (482,613) (270,743)
RERREEEYN Net (decrease)/increase in cash

GR), /e inFEsE and cash equivalents (212,064) 520,914

FHMRe MREFED Cash, cash equivalents at

beginning of the year 637,388 114,881
Re RIAESEWEN W Exchange gains on cash

and cash equivalents 1,904 1,593
FROBSRAEEFEY Cash and cash equivalents at end

of the year 427,228 637,388

ERER R ARE AR HA

T

The information above is the amount before inter-
company eliminations.
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14 FHAERZEZARNKERE 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD
REEBBRERNESTELT ¢ The amounts recognised in the balance sheet are as
follows:
—E—REF —E—hF
2016 2015
AR FIT AREFT
RMB’000 RMB’000
Bt & A F(a) Associates (a) 2,670,333 2,664,196
GBEMPE(D) Joint ventures (b) 1,854,810 2,189,433
R+=-—A=+—8” At 31 December 4,525,143 4,853,629
B PEROBAESN (& Profit/(loss) before tax recognised in the statement of
BT : profit or loss are as follows:
—E-—RF —E—hF
2016 2015
AREFT AR TFT
RMB’000 RMB’000
/N Associates 471,908 457,747
B Joint ventures (249,422) 155,340
Rt+—_A=+—H At 31 December 222,486 613,087
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14 (FRHESEARNERE#Z)

(a)

2016F E s

14 INVESTMENTS ACCOUNTED FOR USING

THE EQUITY METHOD (continued)

NEEE A TINRE (a) Investment in associates
=FB-ARF  —FIF
2016 2015
AR¥TFrT ARETT
RMB’000 RMB’000
F¥) At beginning of year 2,664,196 2,024,236
EE Capital injection 31,755 252,768
EREAMMBE AR Transfer from subsidiaries 6,993 73,593
B B Dividends received (499,513) (169,503)
FEAG B & A B A Share of profits of associates 471,908 457,747
FE(LEE & N B B H IEPE Y Share of reserves of an associate
RERERR S5 MEED arising from its transactions with
B (Ht27) non-controlling interests (Note 27) 3,128 25,623
REREE N FIRE Disposal of investment in associates (8,134) -
FE(E—FEEE R FAY Share of an associate’s other
Hin 2 M= comprehensive income - (268)
FR At end of year 2,670,333 2,664,196
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14 fFRAESZZEARNKRE &)

(a)

BER2E

Name of entity

P ERNERAR

(T ])

AVIC Real Estate Company Limited

RBEEQRNRE(E)

AT&EINR-_F—-R"F+-A
=T HEZRRVAEEES
AWAEEBERT] - THIHBE
DA BER T BARAENE AR
EEHAAKEREE AR
MR AE TR SR -

SR AER-T-AERH
EARMEARENE

BENY
LR 3L B R

Place of business/
country of
incorporation

HE - BREEAH

PRC, Limited Liability

company

(“AVIC Real Estate”)

274

HiaE - it EN = AR B AR
MEEERS - ERXFEA
F ol R RIT=AM
KR 3 8 3 8 R SR 7S o

RZE—RF+HAH=+—H "
ANEE R M E (R IRIE
ARG EM)EENAREE
B ANR#1,827,816,0007C ( =&
—HEF+-_A=+—H8: AR
1,793,526,0007T) °

HibB & R R RLART » HiK

0 W IHRIE

48 S R B B 2 2 A 25
BRIMRARSE -

AVIC INTERNATIONAL HOLDINGS LIMITED

14

INVESTMENTS ACCOUNTED FOR USING

THE EQUITY METHOD (continued)

(a)

HEER
Type of legal entity

B R A (RRIEFR
G L)

Investments in associates (continued)

Set out below are the associates of the Group
as at 31 December 2016, which, in the opinion
of the directors, are material to the Group. The
associates as listed below have share capital
consisting solely of ordinary shares, which
are held directly by the Group; the country of
incorporation or registration is also their principal
place of business.

Nature of material investment in associates in
2016 and 2015:

e
EREDL
% of BEME HE--9:0°3
ownership  Nature of the Measurement
interest relationship  method
22.35% Mz s
Note Equity

Joint stock company
(listed on Shenzhen
Stock Exchange)

Note: AVIC Real Estate engages in real estate

development and provision of property
management services. It develops its business in
China’s southwest, northwest, central-south, the
Yangtze River Delta and Huan Bohai regions.

As at 31 December 2016, the fair value of the
Group’s interest in AVIC Real Estate, which
is listed on the Shenzhen Stock Exchange,
was RMB1,827,816,000 (31 December 2015:
RMB1,793,526,000).

Other associates are private companies and
there is no quoted market price available for their
shares.

There are no contingent liabilities relating to the
Group’s interest in the associates.
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14 FHERZEIARNKRE®2) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(a) REEARNWREE) (@) Investments in associates (continued)
BEBEAGE Summarised balance sheet
—E—XRE —ZE—F0F
R it B AVIC Real Estate 2016 2015
ARETFT AREFT
RMB’000 RMB’000
e Current
BeMIReFEY Cash and cash equivalents 1,956,273 1,469,345
HEReEE Other current assets
(TEERE) (excluding cash) 10,464,391 12,172,276
MBEERE Total current assets 12,420,664 13,641,621
cHEeE(TBIEESE Financial liabilities (excluding trade
F3RI8) payables) 6,011,521 5,988,866
HEMnEhaE(BiEE SFER  Other current liabilities (including
IB) trade payables) 3,530,323 5,035,630
MEN A BB Total current Liabilities 9,541,844 11,024,496
FERE Non-current
BE Assets 9,300,834 9,239,397
EHBaE Financial liabilities 5,183,820 6,405,822
HAIEREBRIE Other non-current liabilities 2,266,407 755,357
JEMENE BT Total non-current liabilities 7,450,227 7,161,179
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14 FRHEZEARNKRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(a) REEATRNWREE) (a) Investments in associates (continued)

ZERAREZZE Summarised statement of comprehensive income
AL —ZE—hF

2016 2015

AR FIT ARETT

RMB’000 RMB’000

WA Revenue 6,322,366 5,518,759

WTE N Depreciation and amortisation 24,474 25,755

A WA Finance income 41,812 10,746
BERSZ Finance expense (474,992) (373,034)
BREF B H AR R Profit before income tax 298,745 605,863

TS 2 Income tax expenses (159,834) (234,945)
REEER Profit for the year 138,911 370,918

Hiv 2wk Other comprehensive income 10,856 1,321

2HEBA W Total comprehensive income 149,766 372,239

B = i i = U EX A9 AR B Dividends received from AVIC Real
Estate 7,454 14,909
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14 (FRHESEARNERE#Z)

(@) REBEQXTFNREE)
DEWARKEE (E)

P2 5815 B 2 AR B R
P EE S A ARE AR

14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(a) Investments in associates (continued)
Summarised statement of comprehensive income

(continued)

Reconciliation of the summarised financial

information presented to the carrying amount of
the Group’s interest in AVIC Real Estate:

N
2016

—ZT—0F
2015

AR TFr
RMB’000

ARE TR
RMB’000

FHEEZRE Net assets at beginning
of the year 4,695,344 4,154,436
AN S T Profit for the year 138,911 370,918
Hiv 2wk Other comprehensive income 10,856 1,321
BRI RERZ S Transaction with non-controlling
interests (82,336) 235,364
% & Dividends (33,348) (66,695)
HMAREEFE Closing net assets 4,729,427 4,695,344
W FEIE R R s Less: non-controlling interests (645,206) (737,650)
PRt EEESE AEMN Net assets attributable to owners
BEEFE of AVIC Real Estate 4,084,221 3,957,694
AR kb EE MR RS Interest in AVIC Real Estate (2016:
(ZZT—NF : 22.35% 22.35%; 2015: 22.35%)
“E—FHF :22.35%) 912,823 884,545
BRTEE Carrying value 912,823 884,545

2016F E s
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14 FRHEZEARNKRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(a) REEARNREE) (a) Investments in associates (continued)
E B &R el % BRI ZE Summarised financial information of other
associates

—E—AREF —ET—hF
2016 2015

AREFT ARETT
RMB’000 RMB’000

HihEE A RREEHE Total carrying amount of other

MERMWEEEAE associates in consolidated
financial statements 1,757,509 1,779,651
HibgE N THW Other associates’ results for the
REFEE - year:
EEEZBR Profit for the year 435,476 366,378
2 A K Total comprehensive income 435,476 366,378
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14 FERAERZEARNKRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(b) NEBELENRE (b) Investments in joint ventures
—E-RE —T-0F
2016 2015
AR®FRT ARKETT
RMB’000 RMB’000
F1 At beginning of year 2,189,433 2,299,558
EE Capital injection 41,816 -
B AR B Dividends received (121,338) (262,469)
FEAEINE T E =R Share of currency translation
differences (5,679) (1,339)
EEEWE AR Transfer to subsidiary - (1,024)
e Disposals - (633)
e EDE Share of (losses)/profits of joint
(&)@ A ventures (249,422) 155,340
ER At end of year 1,854,810 2,189,433
LWTEHNR —ZE—XNE+ 8 Set out below is the joint venture of the Group
=+ —HEESZ2AHAEEES as at 31 December 2016, which, in the opinion
KR EBALDYE - T74L of the directors, is material to the Group. The
CEEEERTERAKBIEA joint venture as listed below has share capital
BEEHAEEES  sEMak consisting solely of ordinary shares, which is held
SMAER I AR T EL D o directly by the Group; the country of incorporation
or registration is also its principal place of
business.
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14 fFRAESZZEARNKRE &)

14

INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)

(b) MNEELENKREE) (b) Investments in joint ventures (continued)
TE—RER_E—FEREE Nature of material investment in joint venture in
PENERRENE 2016 and 2015:

EEHY/HRA AR RERRREAL  BAME HERE
ERER Place of business/ LEER % of Nature of the Measurement
Name of entity country of incorporation  Type of legal entity ownership interest  relationship method
“E-RE 31
2016 2015
PHER i AUHRRETER 47.12% 47.12% M Ede)
AVIC Vanke PRC Contractual jointly Note Equity
controlled entities
BiaE - RmBRIABRAR @ EEH Note: AVIC Vanke is a limited liability company
EEMERERESE - LR principally engaged in real estate development
2R BERYESE - and operation, land development, construction,
WA REARGESE - hotel and property management, investment and
consultation services etc.
FiEeeatERILARA  HI All joint ventures are private companies and
N FE T IS (E o there is no quoted market price available for their
shares.
REBRESEDER FHIFRPE - The Group has the following commitments relating
to its joint ventures.
R+=-—HA=+-—H
As at 31 December
—E-XKF —E-hF
2016 2015
AREFT ARBTFT
RMB’000 RMB’000
HETEFEERMENER Guarantees in respect of mortgage
facilities for certain purchasers 24,014 362,227
MEEAEERNEGEPENER There are no contingent liabilities relating to the
BEMNAEE - Group’s interest in the joint venture.
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14 FAESEARNRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(b) MNEELENKREE) (b) Investments in joint ventures (continued)
VAT 51 F i &8 B A R s 0E A Set out below is the summarised financial
RIS E R E o information of AVIC Vanke which is accounted for

using the equity method.

BEBEXNE Summarised balance sheet

—B-A"% —F-IF

2016 2015
AR®FRT ARETFT
RMB’000 RMB’000
B Current
RENIREEBEY Cash and cash equivalents 3,455,043 765,903

HinE&E(TEIEIRE)  Other current assets (excluding cash) 7,637,566 9,403,207

MBEERE Total current assets 11,092,609 10,169,110

SHEE(TBEIEESEN  Financial liabilities (excluding trade

Z1E) payables) 4,601,578 4,349,826
Hivmera@E (2B E S Other current liabilities (including

IE) trade payables) 4,322,726 2,765,809
MBI RESE Total current Liabilities 8,924,304 7,115,635
FRE Non-current
BE Assets 2,079,956 2,223,934
HEi3EREaE Other non-current liabilities 301,203 3,507
EMBEEREE Total non-current liabilities 301,203 3,507
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14 FRHEZEARNKRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(b) MNEELENKREE) (b) Investments in joint ventures (continued)

ZERAREZZE Summarised statement of comprehensive income

AL —ZE—hF

2016 2015

AR¥FrT ARETT

RMB’000 RMB’000

A Revenue 2,382,034 2,199,989

e Ko Depreciation and amortisation 24,474 1,211

A WA Finance income 44,518 7,269
AR Finance expense (477,699) (475)

BETE AT (E18), (Loss)/profit before income tax (472,849) 516,942
3R X Income tax charge (445,516) (134,756)

REZ(BE), &= F (Loss)/Profit for the year (918,365) 382,186

Hiv 2w Other comprehensive income = -

FHEBW = Total comprehensive income (918,365) 382,186

B A& BHER A AL B, Dividends received from AVIC Vanke 117,800 237,932
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14 FAESEARNRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(b) NEELENRE(E) (b) Investments in joint ventures (continued)
Fr 27|81 75 & wH i Z B AL B R Reconciliation of the summarised financial
R E R R A IREE R ¢ information presented to the carrying amount of

the Group’s interest in AVIC Vanke:

=2 —RF —ET—hF
2016 2015
AREFT ARETT
RMB’000 RMB’000
FYEEFRE Net assets at beginning of
the year 5,273,902 5,700,886
REF(BE), &= (Loss)/profit for the year (918,365) 382,186
HEHE QA Disposal of subsidiaries - (146,653)
B Dividends (408,479) (662,517)
BREERE Closing net assets 3,947,058 5,273,902
W FEIE R R Less: non-controlling interests (189,129) (717,190)
FHREREREEA Net assets attributable to
EiLEEFRE owners of AVIC Vanke 3,757,929 4,556,712
REEPENER Interest in joint venture
ZERF 4T A2% (2016: 47.12%; 2015: 47.12%)

ZE—RF 47.12%) 1,770,736 2,147,123
AREE Carrying value 1,770,736 2,147,123
Hia &2 R E Summarised financial information of other joint

ventures

—E—AREF —ET—hHF
2016 2015

AREFRT ARETFT
RMB’000 RMB’000

Hit &% ¥R S B #3R%K Total carrying amount of other
K ERE 4 E joint ventures in consolidated
financial statements 84,074 42,311

HiA%PEMAEELELE © Other joint ventures’ results for

the year:
25 5 R Profit for the year 9,163 27,678
AR Total comprehensive income 9,163 27,678
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15 REHNS/ENSHMITAE
R-ZE—RE+=-A=+—H
Wir A BEBEBETHELE

15 FINANCIAL INSTRUMENTS BY CATEGORY
At 31 December 2016
Assets as per consolidated balance sheet

BAAEE
TERESH
FABRMN

SHEE e

Financial SREE

EXK assetsat  Available-

W8 fair value for-sale
Loans and through financial
receivables profit or loss assets
AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000

HHELREE(MZ16)  Avallable-for-sale financial assets (Note 16) - = 583,560 583,560
BRAEESHEEASEEA Financial assets at fair value through

BRNEBEEWH23)  profit or loss (Note 23) - 2,901 - 2.901
Z5 REMENRZE Trade and other receivables excluding

(TEEFLREE) non-financial assets 14,069,852 - - 14,069,852
PHEAETER(MZ24)  Pledged bank deposits (Note 24) 937,562 = = 937,562
Be LRSS BM(H25)  Cashand cash equivalents (Note 25) 9,020,381 - - 9,020,381
@t Total 24,027,795 2,901 583,560 24,614,256

WG EEERIEXTHEE

Liabilities as per consolidated balance sheet

TR 85 B A

sFE AL

cHmaE

Other

financial

liabilities at

amortised

cost

AR¥FT

RMB’000

BER(H7229) Borrowings (Note 29) 18,224,396
B 5 R H MR FRIE Trade and other payables excluding

(TEEEERARE) non-financial liabilities 12,969,247

HinIEmsa&E(#i7s2) Other non-current liabilities (Note 32) 80,332

HivmehBE W 232) Other current liabilities (Note 32) 10,902

st Total 31,284,877
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15 REFH/EHNESHMITE(2) 15 FINANCIAL INSTRUMENTS BY CATEGORY
(continued)
R=B-HFE+=HB=+—H At 31 December 2015
Wt=E B IERATE B E Assets as per consolidated balance sheet

RO EE

IN=!

P RIEE AfHE
Financial SREE
assets at Available-
FEMGRIA fair value for-sale
Loans and through financial
receivables  profit or loss assets
AEEFT  AREFT  ARETT
RMB’000 RMB’000 RMB’000

AtHESREE Available-for-sale financial assets - - 604,151 604,151
WAL EEFZEEEEE A Financial assets at fair value through

BENSREE profit or loss - 4,385 - 4,385
85 REMEWTE Trade and other receivables excluding

(TEEEEREE) non-financial assets 12,857,052 - - 12,857,052
BEBRITER Pledged bank deposits 327,132 - - 327,132
HERHLZEY Cash and cash equivalents 11,780,904 - - 11,780,904
et Total 24,965,088 4,385 604,151 25,573,624

Utne BER EXTEE & Liabilities as per consolidated balance sheet

biog: Kzl
TR EA
& SHAR
Financial Other
liabilities at financial
fair value liabilities at
through amortised
profit or loss cost
ANEEFT AREFTT
RMB’000 RMB’000
DS Borrowings - 18,993,593 18,993,593
BARBESHEEEEHHA  Financial liabilities at fair value through
BaNsRaE profit or loss 3,122 - 3,122
B5REMENFKE Trade and other payables excluding
(TRiEFERBER) non-financial liabilities - 13,150,051 13,150,051
HitIEmeaE Other non-current liabilities - 91,010 91,010
Hineha s Other current liabilities - 437,636 437,636
st Total 3,122 32,672,290 32,675,412
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16 THHELHEE 16  AVAILABLE-FOR-SALE FINANCIAL ASSETS

—E—RE —ET—hEF
2016 2015

ARMFIT ARETT
RMB’000 RMB’000

RIEETRARIRMDHIEE Investments in shares of unlisted

companies 629,574 635,165
S5 SRBEE RS Less: provision for impairment losses (46,014) (31,014)
583,560 604,151
et ELREEIUARKETIE - All available-for-sale financial assets are denominated in
RMB.
FARHREECHEENESEMT ¢ The movements of available-for-sale financial assets

during the year are as follows:

—B-A"% —F-IF

2016 2015

AE®FrT ARETFT

RMB’000 RMB’000

== ) At beginning of year 604,151 257,940
HEHME QR Disposal of subsidiaries - (20,000)
= Additions 2,200 369,500
HeE Disposals (7,791) (3,289)
BEBERE Provision for impairment losses (15,000) -

FER At end of year 583,560 604,151
FELETMRARMARBENIBEEBIEL The fair value of unlisted companies are based on cash
A A T35 F) & K& B s (B Frah IR & flows discounted using a rate based on the market
MEEREFTE - HARBEAAAE interest rate and the risk premium specific to the unlisted
BERE=A - companies. The fair values are within level 3 of the fair

value hierarchy.

ZECHEEMEaZORE - None of these financial assets is either past due or
impaired.
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17 BEZEFBH 17 DEFERRED INCOME TAX
—E—RE —ET—hHEF
2016 2015
AE¥FT AREFr
RMB’000 RMB’000
FRERIBEEE Deferred tax assets:
—B@+ @A EED — to be recovered after more than
12 months 471,216 525,733
—+ =8 A A%E — to be recovered within 12 months 146,553 144,582
617,769 670,315
EERIEBE - Deferred tax liabilities:
—Bet-_@EAREE - to be settled after more than
12 months (617,537) (802,870)
EERBEE(8F&) Deferred tax assets/(liabilities) — net
—F5E 232 (132,555)
EIEFTSTAIER FEE BT ¢ The net movements on the deferred income tax account

are as follows:

—B-A"% —T-IF

2016 2015

AR¥FrT ARETFT

RMB’000 RMB’000

F4) At beginning of year 132,555 224,787

REmEZFETA (B Z40) Credited to statement of profit or loss

(Note 40) 93,458 (29,028)

HE M B AT (K1:243(a)vi)) Disposals of subsidiaries (Note 43(d)(vii) (228,032) (55,424)
HEGIRA) GTAEM Tax (charged)/credited directly to other

P EWERFHFLIE comprehensive income (3,855) 1,646

GNEEHTE = EE Currency translation differences 5,642 (9,426)

FxR At end of year (232) 132,555

FTiS T A X M FF ISR FI7E40 o Details of the income tax charge are shown in Note 40.
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17

IESEFTISHL (&)
FREEHAEERBEQLEST RRA
—HHEARERNER) EFNT

17

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:
EEREEE ! Deferred tax assets:
Efige
EaRAM NREHR
RYFER Hbfz
HEFERE RHIER
Provision Salaries
for payable and
impairment retirement
losseson KEFERE and other
trade  Provision RS AZBEA supplemental  FEEX
and other  for inventory HEFE Government  Unrealised benefit Accrued =0
receivables obsolescence  Tax losses grants profits  obligations expenses Others
RMB000 RMB'000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
RZE-RE-A-R  At1January 2015 72012 51,802 371,064 59,671 87,696 40,649 6,007 18,400 707,201
(HB8)/3\B5%  (Charged)credited to the
statement of profit or loss 301 8,168 (46,220) 57,290 11,2719 (127) (3713 4,789 31,767
BRFALBAE Tax orecited directly to other
ANHE comprehensive income - - - - - (1.497) - - (1.497)
HEHBAR Disposals of subsidiaries - - (11,337) - - - - - (11337)
SEREER Currency translation differences (3,020 2.172) (15,560) (2,502 (3,677) (1,700 (1,023 - (29,654)
R-E-1f At 31 December 2015
tZA=t-B 69,293 57,798 207,947 114,459 95,298 31,225 1,271 23,189 696,480
(H8)/3\B5%  (Charged)credited to the
statement of proft orloss (3052) (6904 (5285 (14483 (16647 (16,659) 8,23 16470 (96,320)
BRIALBAE Tax oredited directly to other
WANHE comprehensive income - - - - - 4,824 - - 4,824
NEEEE Currency translation aifferences 2,049 2460 12,682 4872 4,056 1,584 1,041 - 29,644
RZE-RE At 31 December 2016
TZB=t-H 69,190 55,354 245,344 104,848 82,707 26,978 10,548 39,659 634,628
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17 BEFRBHE) 17 DEFERRED INCOME TAX (continued)
BEERESE : Deferred tax liabilities:

ES 0L L
BfEkE BiENE  ENELE
Fair value HBRENE  EREDA
gainon  RENEN Transfer EEuE
assets AABEZY of owner- Fair value
NERERE acquired Fair value occupied gainon REZMERK
Accelerated from changeon  propertyto  remeasure  Unrecognised A
tax business investment  investment [and financial Accrued
depreciation properties properties use-right cost income

RMB000 RMB'000 RMB000

RZE-TE-F-B  At1January 2015 15,075 469,844 320,673 39,235 22,056 136 64,770 931,988
(3)\)/MBEB%ER  (Credited)charged to statement
of ot o loss 6O @) 4 - (463 6B (1155 27%

BRSALBZE Tax credited directly to other

st comprehiensive income - - 149 - - - - 149
HEMBAT Disposals of subsiolaries - (66,761) - - - - - (66,761)
fNefezE Curency ensition cferences 6 P (34 - 03 o ore Ba0e)
RoE-1F At 31 December 2015

tZAZ1-H 9472 368,536 363,779 39,235 16,692 822 50,499 829,035

BB/ (tA)BE%  Charged/(Credited) to statement

of prot o loss 1,259 wa0 (709 185  (1167) 66 (21050 2862
BRSALBZE Tax credited directly to other
hatia comprehensive income - - 969 - - - - 99
HEHEAF Disposals of subsiclaries - (228,032) - - - - - (228,032)
HEnEEE Currency translation diferences 403 15,261 15,052 1,676 70 35 2,149 35,286
RZE-RE At 31 December 2016
tZAZ1-H 11,128 239,235 311,946 39,235 5731 1,523 25,598 634,396
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17

BB E)
AREBERBERETIEBNELEHIEER
=

17

DEFERRED INCOME TAX (continued)
The Group did not recognise deferred tax assets in the
accounts relating to:

—E—RE
2016

—ET—hHF
2015
ARBTFor
RMB’000

ARE TR
RMB’000

BETEER

Tax losses carried forward

1,975,073 2,632,953

B A B] T8 L % 2 I A BE A B SR A )
A BAAARBEREREER
WA EERELEAEREE -

RIBEEMEVE  FERRHERER
Al 45 R A S AR R L A FE SR TR A

BEARIRELEHIAEERBENEEH A
EEBEAMT

Deferred income tax assets had not been recognised as
it is not probable that taxable profit will be made available
to utilise the deductible tax losses and temporary
differences in the foreseeable future.

According to the Corporate Income Tax Law, tax losses
of the PRC companies can be carried forward to offset
future assessable profit for a period of 5 years.

The expiry date of tax losses carried forward in respect
of which deferred tax assets have not been accounted
for is as follows:

290

=EB-A"% —T-IF

2016 2015

AR¥TFr ARETFT

RMB’000 RMB’000

—F A EIHE Expire within 1 year 136,206 494,516
—EMF RN EE Expire in 1-2 years 418,603 136,206
ME=FERNZIH Expire in 2-3 years 620,985 418,603
—ENFEREIEH Expire in 3-4 years 629,832 620,985
NERFNEEA Expire in 4-5 years 169,447 862,643
1,975,073 2,532,953

RZE—XRNE+_A=+—8H  EI
MEEERELEHBEBEHRARE
16,859,000t ( —E—HAF+-_A=+—
B : AR#26,165,0007T) R — A AH
B WK AAE IR -

AVIC INTERNATIONAL HOLDINGS LIMITED

As at 31 December 2016, deferred tax assets and
deferred tax liabilities balances of RMB16,859,000 (31
December 2015: RMB26,165,000) were related to the
same company and were offset against each other.
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18 HkERBEE 18 OTHER NON-CURRENT ASSETS
—E—RE —E—RF
2016 2015
AE¥FT AREFr
RMB’000 RMB’000
BE LA RER Prepayment for purchase of land use
2 (a) fights (a) 160,000 166,100
BEREENR Prepayment for purchase of equipment 387,519 98,905
WEELEEENR Prepayment for purchase of intangible
assets 6,831 14,391
BEBRENR Prepaid for advertisement fee 8,115 16,374
Hith Others 52,284 35,573
614,749 331,343
(a) BOS MM B AR R EE T2 (@) AVIC Weihai Engineering Equipment Co. Ltd (TS
HEBR AT E — B+ i TIREEBIEAR), a subsidiary of Weihai Shipyard,
T8 B A B8 & R T B 2R 1R prepaid RMB160,000,000 to Weihai Economic and

= Technological Development Zone State-owned Assets
N\ &< §

ﬁﬁEAﬂi\H}\EMWO,ooo,ooo Management Co., Ltd (BB ERMAZEEERR

7 e ‘A m)) for first tier land development.
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19 #FE 19 INVENTORIES
—E—RE —ET—hEF
2016 2015
AE¥FiT AREFr
RMB’000 RMB’000
FE—&ERAR Inventories — cost
AR Raw materials 1,171,605 1,275,087
TR Work-in-progress 513,158 395,758
BIAK T Finished goods 4,432,016 4,408,961
6,116,779 6,079,806
B TEEMUR RS Less: provision for write-down of
inventories
B Raw materials (84,564) (82,793)
TEG Work-in-progress (7,917) (15,480)
BIRK Finished goods (218,950) (186,822)
(311,431) (285,095)
FE—FaE Inventories — net 5,805,348 5,794,711
TR A5 2 5 A GH & B AN B 17 B K AR The cost of inventories recognised as expense
BARK22618911,000c(=ZE—H and included in cost of sales amounted to
F: AR¥25,116,076,0007T) ° RMB22,618,911,000 (2015: RMB25,116,076,000).
AEBER-ZZT— " FMERTFEME The Group had written-off provision of RMB116,397,000
A B A R 116,397,000 7T ( = & in 2016 (2015: RMB57,975,000) that was made in prior
—FR4F : AR¥57,975,0007T) - AEE years. The Group has sold all the related goods and
BEEHMEHEBER  EeBETAR the amount has been included in ‘cost of sales’ in the
| HERA] o statement of profit or loss.
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20 BEPYE 20 PROPERTIES UNDER DEVELOPMENT

—g-x% —Z-0%
2016 2015

AREFIT ARETT
RMB’000 RMB’000

TEERS TR ISR I ¢ Properties under development expected
to be completed:

RIEFLEREFTA Within the normal operating cycle
MEVEE included under current assets 679,923 777,822
HERRBIE Balance comprises:
SRR AN Construction costs 333,961 307,748
-+ i {F F 4 Land use rights 212,789 370,028
B b= Interest capitalised 133,173 100,046
679,923 777,822
—E—XF
2016 2015
AR¥FrT ARETFIL
RMB’000 RMB’000
=& A A To be recovered within 12 months 350,149 472,499
PR R A+ — & A 1z 4= To be recovered after more than
12 months 329,774 305,323
679,923 777,822
EE—ZT—"FHEERLEEERS The capitalisation rate used to determine the amount of
SRENERERE340% (=T —HF : interest incurred eligible for capitalisation in 2016 was
5.39%) - BERFAMEFTEMNPE - 3.40% (2015: 5.39%). The properties under development

are mainly located in the PRC.
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21 EBZRHMEKRKIE 21 TRADE AND OTHER RECEIVABLES
—E-—RF —ET—hEF
2016 2015
AE¥FiT AR TFT
RMB’000 RMB’000
B 5 EWIE Trade receivables 7,594,867 7,753,155
B EINEIBR B R () Less: provision for impairment of
receivables (a) (238,818) (154,650)
B 5 WA — F Trade receivables — net 7,356,049 7,598,505
HAb EUGRIE (D) Other receivables (b) 4,989,560 4,629,901
U ZE % (C) Notes receivable (c) 1,414,173 295,218
Y ERE A Prepayments to suppliers 1,619,005 1,388,527
i AR A I E T Excess of input over output value
added tax 952,436 574,131
JEUFI B, Interests receivable 43,293 29,762
FEU AR B Dividends receivable - 47,120
e Deposits 187,566 226,188
R EHE RWEIE) Finance lease receivables (d) 79,211 30,358
16,641,293 14,819,710
SEL: FEENEAEL Less: non-current portion
— AN IR ERIE — Excess of input over output value
added tax - (5,564)
—Z® — Deposits (160,044) (176,244)
— H i e 208 — Other receivables (1,488,322) (1,566,659)
—RVE T E R RIE - Finance lease receivables (79,211) (28,484)
—HAh - Others - (1,874)
(1,727,577) (1,778,825)
BNERER 5> Current portion 14,913,716 13,040,885

R=FB—A"F+-_A=+—H8 &FR As at 31 December 2016, certain bank borrowings were
TEFRAREEAR®K199,877,000 7T secured by trade receivables with book value amounted
(MzF29@) ) (ZE—hF+=—A=+— to RMB199,877,000 (Note 29(a)) (31 December 2015:

B : &)NE 5 RKGIBEER - Nil).
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TRADE AND OTHER RECEIVABLES
(continued)

The Group’s credit term on sale of goods is from
1 month to 12 months. The aging analysis of trade
receivables is as follows:

21 EBZRHMEWREE) 21

AEEEMHEENERBRA—ZE21T2
@A - BEZEEFEHREDITAT -

—E—XREF —ET—hF

2016 2015

AE¥TFT AREFr

RMB’000 RMB’000

—FR Within 1 year 6,086,581 6,819,205
—ZEME Between 1 and 2 years 901,340 533,507
ME=1F Between 2 and 3 years 342,304 194,121
BiE=F Over 3 years 264,642 206,322
7,594,867 7,753,155

S R E B IR R Less: provision for impairment losses (238,818) (154,650)
7,356,049 7,598,505

AEBEEZREFAREEATIER

The carrying amounts of the Group’s trade receivables

EIRER are denominated in the following currencies:
—E—XRE —ET—hHF
2016 2015
AE¥TFT AREFT
RMB’000 RMB’000
AR RMB 2,868,608 3,648,118
=T usb 3,508,230 2,917,778
BT EUR 435,188 597,031
EEELL INR 225,977 91,656
=i JPY 157,955 107,089
D Vi =SS MYR 101,446 26,422
BEEES KES 107,820 178,649
o] H 2 368 s 48 AED 42,590 48,532
BREDES TZS 35,179 31,323
BT HKD 32,415 39,259
HEBREL LKR 5,000 293
Hity Others 74,459 67,005
7,594,867 7,753,155

2016F E s
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21 EZRHEHMEWRIEE) 21 TRADE AND OTHER RECEIVABLES
(continued)
(a) EIFEWGERERGEESNT (a)  Movement of the provision for impairment of trade
receivables are as follows:
—E—RF T —AF
2016 2015
AR FIT AREFT
RMB’000 RMB’000
Hn—H—H At 1 January 154,650 212,155
FEMGRIE R B 7 Provision for receivable impairment 104,054 98,796
FRMEER AT UL E Uncollectible receivables written off
JEW FRIE during the year (17,484) (58,881)
g el hy= NG Addition of a subsidiary (Note 46)
(Hit46) 13,384 -
HEHE QA Disposal of subsidiaries - (56,571)
F R O] B Provision reversed during the year (15,786) (40,849)
R+=—BA=+—H At 31 December 238,818 154,650

R=ZT—R"E+=ZA=+—8 "
A R # 203,752,000 7t ( — &
—AFE+-_A=+—8H: AR%
377,987,000 7T ) H) & 5 & Y 3Kk
HESHERBE - BREATL
== B N = i =N
B BSESBRNERATEHK
B WEEERBDEARZEL
BT IRRERE -  ZFEIERE
SRERFIBRROTAOT

As at 31 December 2016, trade receivables
of RMB203,752,000 (31 December 2015:
RMB377,987,000) were past due but not
impaired. Based on past experience, management
believes that no impairment allowance is
necessary in respect of these balances as there
has not been a significant change in credit
quality and the balances are still considered
fully recoverable. The aging analysis of these
uncollateralised trade receivables is as follows:

296

=FB-A"% —T-4F

2016 2015

ARETFT AE®KTT

RMB’000 RMB’000

—EMF Between 1 and 2 years 106,469 193,817
e = Between 2 and 3 years 4,016 75,301
=FE Over 3 years 93,267 108,869
203,752 377,987

AVIC INTERNATIONAL HOLDINGS LIMITED
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21 EZRHEMEWRIEE) 21 TRADE AND OTHER RECEIVABLES
(continued)
(@ (#& (@) (continued)
N RNEFE+=_F=+— As at 31 December 2016, trade receivables
H: B 5EIKZHTEAREK of RMB1,304,534,000 (31 December 2015:
1,304,534,000 ot ( = & — & RMB555,963,000) were impaired. The amount
E+=_/FB=1+—"H : AR of the provision was RMB238,818,000 as
555,963,0007C) ERfE - R=F at 31 December 2016 (31 December 2015:
—RNEFE+-—A=+—8  BES RMB154,650,000). The aging of these receivables
A AR 238,818,000L (=& is as follows:
—HAFE+ZA=+—H: AR
154,650,0007T ) ° #% & & WK IE
BRERIAR ¢
—E-RE —E—AhF
2016 2015
AR¥TFrT ARETFT
RMB’000 RMB’000
—ZEWF Between 1 and 2 years 794,871 339,690
ME=1F Between 2 and 3 years 338,288 118,820
=FLE Over 3 years 171,375 97,453
1,304,534 555,963
JRE USSR TR R 1B 7% 1S A 358 i K 3 [ The additions and reversal of provisions for impaired
BEEATHER - st ABRBERD receivables have been included in administrative
TR —BRBHEINR S AT expenses. Amounts charged to the allowance account
=] s il 8 o are generally written off when there is expectation that
additional cash could not be recovered.
RER - FERR LR A Lt The maximum exposure to credit risk at the reporting
JEMWFRIE M BRE (B © A& B0 A& date is the carrying value of receivable mentioned above.
BEEMAERRERE S EKK The Group does not hold any collateral as security of
T8 K H Ath FE R IB 3 © trade receivables and other receivables.
2016 F E#Hs AR EBRIE R R 1D B R A 7 297
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21

298

B RHMBEWREE)

(b)

(c)

AVIC INTERNATIONAL HOLDINGS LIMITED

A E b B UK FRIE B OFE MY R
ATO)FT#: B2 4 T RE S 77 MO B 3K
A R #1,097,225,000 T ( = &
—RAFE+-_A=+—8: AR%
1,609,285,0007T ) & i & & 2 fin
BEEBSRAR(IMEAA])
75% MR AR FEZR MBI A SR B AR
BER AT WERN EWKIEEE
A B #600,000,0007T (Fff 5 43(d)
ViD(ZE—RAF+=—A=+—

A:®)o

RREBBERERITARLEZRE

21

TRADE AND OTHER RECEIVABLES

(continued)

(b)

(c)

Included in other receivables were loans of
RMB1,097,225,000 to related parties as
disclosed in Note 47(d) (31 December 2015:
RMB1,609,285,000) and amount receivable from
Pearl River Life Insurance Company Limited,
amounting to RMB600,000,000, for the disposal
of 756% equity interest in Guangdong Hangyue
Industrial Company Limited (“Hangyue Company”)
(Note 43(d)(vii)) (31 December 2015: Nil).

Notes receivable include bank acceptance bills

HERGIEZ - DT - and commercial acceptance bills which are
analysed as follows:
—E—XRE —E—hF
2016 2015
AREFT AREFr
RMB’000 RMB’000
AN ES Commercial acceptance bill 54,007 26,714
RITENIEEZ Bank acceptance bills 1,360,166 268,504
1,414,173 295,218

BIHA ' 55 e W sk 18 % L ftb & W sk
EHRAEREAABERS

The carrying amount of current trade receivables
and other receivables approximated their fair
values.
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21 EBEZRHMEWNREE) 21 TRADE AND OTHER RECEIVABLES
(continued)
(d ®EHSERE (d)  Finance lease receivables
HERKEHRERSEHRENK Reconciliation between the gross investment in
REZ FREERESINT leases and the present value of minimum lease

payments receivable is set out below.

—E-RE —T—RE

2016 2015

AREFrT ARETFL

RMB’000 RMB’000

HERIZE Gross investment in leases 112,142 51,620

R SEEERNR Minimum lease payments receivables 112,142 51,620
o BEEWSIEMAE  Less: unearned finance income related

REI AR R E to minimum lease payments
WA receivables (32,931) (21,262)

JEWREMERHIRME  Present value of minimum lease

payments receivables 79,211 30,358
TROMAEBIZE@EEHR S The table below analyses the Group’s gross
HHHEBIRE investment in leases by maturity:

—B-A"% —FT-IF

2016 2015

AREFT AREFT

RMB’000 RMB’000

——F AR — Not later than 1 year 16,299 4,026
——E U FRAFARN - Later than 1 year and not later

than 5 years 35,709 4,985

—FHEFELA — Later than 5 years 60,134 42,609

112,142 51,620
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22 EEEN 22 CONSTRUCTION CONTRACTS

—g-x% <—Z-0%
2016 2015

ARMFIT ARETT
RMB’000 RMB’000

FrEE =& MR AN IIFE(S % A Contract costs incurred plus

attributable profits 23,119,811 22,324,936
o S HEE N Less: progress billings to date (22,167,841) (20,575,070)
S B Less: provision (86,138) (203,287)

EBETHREHMMEERER Net balance sheet position for

FEARR ongoing contracts 865,832 1,546,579
25| Presented as:
JEREFPELNIENRE Amounts due from customers for
contract work 1,841,368 2,284,105
[ENEFALHTIRERE Amounts due to customers for
contract work (975,536) (737,526)

865,832 1,546,579

FR - AEEDHMEBEFEELAE During the year, the Group had written-off provisions
A R#206,187,0000( —F — FH4F of RMB206,187,000 (2015: RMB72,984,000) that was
AR#72,984,0007T) - H& D AE made in prior years. The amount has been included in
x| HEMA] o ‘cost of sales’ in the statement of profit or loss.
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23 BAARBEISIEEHE®EAE 23 FINANCIAL ASSETS/(LIABILITIES) AT FAIR

BENEREE (BF) VALUE THROUGH PROFIT OR LOSS
—B-A"% —F-IF
2016 2015
ARB¥Fr ARETFT
RMB’000 RMB’000
BEEE Financial assets:
TR AR Listed equity interests 2,901 4,385
TRAR Financial liabilities:
[ 54 %)(a) Foreign exchange contracts (a) - (3,122)
2,901 1,263
(@) M ARIT R BIINE S LR B & A (@)  The notional principal amounts of the outstanding
REMT ¢ forward foreign exchange contracts are as follows:
—E—XRE —ET—hF
2016 2015
AR¥FrT ARETFIL
RMB’000 RMB’000
SNEE 49 Foreign exchange contracts
—RUTE AARE — Buying RMB with EUR - 3,966
EIRE R RN IE KR ENF] L The management entered into forward foreign
RHEINES L o ZFRHINES exchange contracts for hedging the fluctuation
I FEEFREFE DR of the exchange rate of foreign currencies. These
EEZ 3 Wz A R ¥ 2,680,000 forward foreign exchange contracts are not
T(ZZE—HF: BEEARE qualified for hedge accounting. Gains of the fair
1,574,0007T) R = —<FiEm value changes amounting to RMB2,680,000 were
FKPRER o recognised in the statement of profit or loss in

2016 (2015: loss of RMB1,574,000).
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24 EHRBITER 24 PLEDGED BANK DEPOSITS
ETIRITEARRERER - BREZER Certain bank balances were pledged deposits which will
TERRERERREE BRI - be released upon the settlement of the repayment of the

bank loans and the use of credit amount.

AL —ZE—hF
2016 2015
AR FIT ARETT
RMB’000 RMB’000
HEMERNRREBRER Guarantee deposits of consideration for
F3(a) disposal of Hangyue Company (a) 710,000 -
EEEHBENERER Guarantee deposits for issuance of
letters of credit 199,084 197,793
BITIRITA R E R ER Guarantee deposits for issuance of
R bank acceptance bill 16,402 19,806
BITRES HRFBHER Guarantee deposits for performance
F& security of construction contract 170 6,204
FEEEMENERTR Guarantee deposits for construction
of pre-sale properties 6,019 92,799
HAb Others 5,887 10,530
937,562 327,132
(a) FEHEME QT AKIAZSRR (a) The guarantee deposits of consideration for
1R B R A ABERERERT disposal of Hangyue Company was received from
o HERHTKAIT AR © Pearl River Insurance Company Limited, which
was restricted for withdrawn until the completion
of transaction.

25 HRERRESEEY 25 CASH AND CASH EQUIVALENTS
FEFNZENT0.35EE2.75EBMNRE NRE The balance of cash and cash equivalents with an annual
SEYEHITIT ¢ interest rate from 0.35% to 2.75% are analysed as

follows:
AL —T—h%F
PLR 2015
AR FT ARETFT
RMB’000 RMB’000
RITEREFERE Cash at bank and on hand 9,020,381 11,780,904
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25 HWENBRESZEEY &) 25 CASH AND CASH EQUIVALENTS (continued)
ReFReEEYVHREEN TIE The carrying amounts of cash and cash equivalents are
HI{E : denominated in the following currencies:

=F-ARf —F0F

2016 2015

AR¥TFrT ARETFT

RMB’000 RMB’000

AR RMB 3,369,782 7,687,717
e UsD 4,068,632 2,358,698
WEHERERL LKR 513,379 334,070
BT EUR 451,924 655,104
| JPY 226,785 245,313
EEELL INR 206,277 334,070
o] Bt 2 3 4 AED 37,491 43,248
BT HKD 31,396 12,598
HA Others 114,715 110,086

9,020,381 11,780,904

26 BRARRDHE 26 SHARE CAPITAL AND SHARE PREMIUM
RABE e
Number of share Capital

BETR
HREBER
RAEE  Ordinary
RER Total shares, KA EE

Domestic HE&  Numberof issued and Share
Shares  H Shares shares  fully paid premium
Thousands ~ Thousands  Thousands RMB’000 RMB’000 RMB’00

R-E-RE-F-B Asat1January 2015,
“Z-RER-E-AE 31 December 2015
+-f=t-H and 2016 832,974 333,188 1,166,162 1,166,162 1,512,380 2,678,542
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27 HibzE 27 OTHER RESERVES

BENE
BREMEN
Bfitin Effla
SHEE  Revaluation EiERE
Efiff gain on RHER
Available- transfer Re-
EE-R for-sale  of owner- measurements
fEES financial  occupied of post-

Statutory assets  propertyto  employment
revaluation  investment benefit

MeREER
Currency
translation

BAff

N-E-RE-F-AH

Balance as at 1 January 2015

Capital
reserve

general
reserve fund

T=

RMB1000

reserve ropert

" RUBO0

RMB'000

differences

RVB1000

#5 889,465 146,296 13,214 123,322 (10,872) (478,636) 683,289
BEHEHBETZE  Re-measurements of post-employment
beneft obligations - - - - (805) - (805)
BRMEERENEN  Revaluation gain on trangfer of
Bitla owner-ocoupied property to
investment property - - - 833 - - 833
NEnEEE Currency translation differences - - - - - (15025 (150,254)
SFERFREZRNTS  Transactions with non-contraling
interests 674422 - - - - - 674,422
ElE-ERELTIRE  Share of resenve of an associate
FHERRRERR S arising from its ransactions vith
MELRGE non-contraling inerests 25,623 - - - . - 2,63
ER-EBERAEL  Share of an associate’s other
2ENE comprehensive income (268) - - - - - (268)
BARDRAE Appropriation of retained earings - 28,602 - - - - 28,602
BiEBLREHER Deemed distibution as a consideration
SHOREAR for business combination under
common control (27,500 - - - - - (27,500
BRIRE-RRAEEES  Speci reserve - safety producton fund 483 - - - - - 18
\ZE-RETR Balance as at 31 December 2015 1,062,225 174,898 13,214 124,155 (117 (628,890) 1,234,425
St-BhEH
WZE-7E-F-B  Balanceasat 1 January 2016
A 1,562,225 174,898 13,214 124,155 (11,477) (628,890) 1,234,425
BEHSHBETSM  Remeasurements of post-employment
beneft obligations - - - - (6,232) - (6,232)
BENEERENEN  Revaluation gan on transfer of
sitla owner-occupied property o
investment property - - - 5,747 - - 5,747
EREER Currency translation differences - - - . - (76,189) (76,189)
ElE-EREATARE  Share of reserve of an associate
FERRREERS arising from fs transactions with
MEEMEREWZ145)  non-controling inerests (Note 14(3) 3,128 - - - - - 3128
EREI L Transfer to ofher reserves - 14,158 - - - - 14,158
BRIRE-RRAEES  Speci reserve - safety producton fund 195 - - - = - 195
RoE-1E Balance as at 31 December 2016 1,565,548 189,056 13,214 129,902 (17,409) (705,079) 1,175,232
TZA=T-BHER
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27

28

Hfth ekt (42)

RIFFPEBBEG SOER - AEREH
BIP B A RN R H B EF E R B ER
K AR 2 ks M AT - 2B N BRE
FRES BREARFEREEZERE
& BARBESNFBRRAN10%
RGO EEECHEBREZHAMEE50%
Bl BARBERHBEREXZERE
EHRBATEMNBARESERE

REFEHER  HEESAURAREKHE
RFtEBESIEE  CEERESTAR
BAEERIEE -

TK AR AR TR R 2

R-ZE——"FNAFAB » RAFEFTA
#a5a N R ¥ 2,781,674,000 7T K 7K AR
WA E A ([ K AR B PR E 5 )
FERARFMBERE - AHRIIFEAR
NF]35.63% AR QA IRE) &
It EHmEREERAR(IEREE]) -
DREABKNBEZRHMERRNDSE
BRE o ILF KA KRB AR E S A
BT EREGRARKI47TEIRE
801,634,000 A~ A BN E [ °

KARBA AR BHERAN R EE -
PR NRES  TZEERESHAL -
Bz MY ET(ELEESREBLERF
WMARBNER » KARP A BIREHFT
BAREF R REHALE : (fBRARE]
EAERRARERER AL - (i)ZERE
FR 2R B B A H A 3R B R R RAB 5T
BEANRE @ Ki)EBZEREHAL -

2016 fEHRE
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28

OTHER RESERVES (continued)

In accordance with relevant laws and regulations of
the PRC, the PRC subsidiaries of the Group should
make appropriations from the net profit to the reserve
fund, discretionary surplus reserve and the enterprise
expansion fund, after offsetting accumulated losses
from prior years, and before profit distributions to the
shareholders. The appropriations to the reserve fund
are made at 10% of the net profit until the balance of
the fund reaches 50% of their registered capital. The
amounts of appropriations to the discretionary surplus
reserve and the enterprise expansion fund are determined
by the directors of the PRC subsidiaries.

Upon approval from the board of directors, the reserve
fund can be used to offset accumulated losses or to
increase capital; the enterprise expansion fund can be
used to expand production or to increase capital.

PERPETUAL SUBORDINATED
CONVERTIBLE SECURITIES

The Company issued an aggregate principal amount of
RMB2,781,674,000 perpetual subordinated convertible
securities (“PSCS”) on 5 September 2012 to AVIC
International, the holding company, AVIC Shenzhen,
the Company’s shareholder holding 35.63% of the
equity interests of the Company, and Beijing Raise
Technology Company Limited (bt In &R AR A 7))
(“Beijing Raise”), respectively as part of the purchase
consideration for acquisition of subsidiaries. These PSCS
being convertible into 801,634,000 domestic shares of
the Company at an initial conversion price of RMB3.47
per share.

The PSCS constitutes direct, unsecured and
subordinated obligations of the Company and rank
pari passu without any preference or priority among
themselves. In the event of the winding-up of the
Company, the rights and claims of the PSCS holder(s)
would; (i) rank ahead of those persons whose claims are
in respect of any class of share capital of the Company,
(i) be subordinated in right of payment to the claims of
all other present and future preference creditors of the
Company, and (i) pari passu with each other.

RHBERERROBRAE 305




PA ISR R MY EE

Notes to the Financial Statements

l..........------—————_-

28

306

KARBTRRE S (&)

KARBAMESF L ED A kB
WEK AR AR T3 78 75 B 31T B I8
(BREZA)REARREERNSRIZF
B1EFEEF L A=+—REHEMND
FEDIRKIA - RS KARR AR
EHHIEFKPAR o NRRFBERKAR
MR E SRR B D IR
KARMAMBES B ATEERE
% ARAKERREEAETRER
2 BUR IE R SRR AR AR FT 48 AR 38 25 1
MR D IRR K

IKARM AT E S B AR RKAR
MM ESFFITE B ERERIZERE
ARH3.47 LB K AR AR E 75
RPNERB - MoK AR AR AT 2 IR 8 55 15
RPTRE R ER IRRPTIR - BIRER K
BITAN  BREARFEIMEMCEES
HAE - KARBAI MR ESFHAAR
T PR B R B D oK AR R AR R E
7 ((ERE TSI RAARERE B
BRGABRAREZ EMARR (T L™
HMEA DX - BIFETRR EHRRIE
TRIEARFERERTE + R(i)EFRAEGET
PrABREDI ROER (BIREARR EH
BRANBFERRWERS TR

BIKARB AT RS 75 %17 A i 1& 128
ASEEERE - AR A A 2RI ARE K
ARBAHBBRE SRR EE R 2 (A
B ) K ARBARE SR BSNER
HEZB XK AR AR BT R B RE 55 1R SR P S
PR HI R SCPTIR -

KARBA BB ES B AERERE
1B R AR AR AT R B8 25 45 B A T & UK
ARBBRRARERE  HFEREINE
R

AVIC INTERNATIONAL HOLDINGS LIMITED

28

PERPETUAL SUBORDINATED
CONVERTIBLE SECURITIES (continued)

The PSCS have no maturity date and conferred a right
to receive distributions from and including the date of
issue of the PSCS at 1% per annum on any outstanding
principal amount of distribution payable annually in
arrears on 31 July each year, subject to the terms of
the PSCS. The Company was entitled to elect to defer
a distribution pursuant to the terms of the PSCS. Any
arrears of distributions due in respect of the PSCS would
be extinguished by the Company in full through the
delivery by the Company of its domestic shares issuable
by it upon the exercise of the PCSC holder’s conversion
right.

The PSCS holders can convert PSCS into domestic
shares at any time from the date of issue of the PSCS,
subject to relevant terms as provided in the terms of the
PSCS, at conversion price of RMB3.47. The conversion
price will be subject to adjustment for bonus issue,
conversion of capital reserve and other dilutive events.
The PSCS holders may convert such portion of the
PSCS on condition that: (i) the conversion would not
cause the Company to contravene provisions of the
Rules Governing the Listing of Securities (“Listing Rules”)
on The Stock Exchange of Hong Kong Limited including
but not limited to the minimum public float requirement
under the Listing Rules; and (ii) conversion would comply
with all applicable laws and regulations (including but not
limited to the Listing Rules and the Hong Kong Code on
Takeovers and Mergers).

On or at any time after 12 months after the date of issue
of the PSCS, the Company may, at its sole discretion
and pursuant to the terms of the PSCS, elect to convert
the PSCS in whole (but not in part into domestic shares),
subject to the provisions of restriction on conversion set
out in the terms of the PSCS.

The PSCS holder(s) were not entitled to receive notice of,

attend or vote at general meetings of the Company by
reason only of its being a PSCS holder.
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29 BORROWINGS

Borrowings include bank borrowings and other

3 7 40

S borrowings which are analysed as follows:
=F-ARf —F0F
2016 2015
ARMEFT ARETT
RMB’000 RMB’000
ERE Non-current
RITEN Bank borrowings
—E2#H (@) - pledged (a) 754,891 1,780,077
—BERD) - guaranteed (b) 1,350,144 275,000
— R - unsecured 5,668,827 7,100,736
R EAZE IR () Medium term notes (c) 1,800,000 1,100,000
B Debentures - 399,824
B B R (Hit47c)) Related party borrowings (Note 47(c)) 1,041,811 1,087,213
R BEFEF) Interest-free government loan (d) 156,537 388,008
A FERENE A ENEAEE S Less: current portion of non-current
borrowings (1,867,356) (1,909,636)
8,904,854 10,221,222
mE Current
RITER Bank borrowings
— B () - pledged (a) 193,152 -
— BER () — guaranteed (b) 294,591 242,574
—EEA - unsecured 5,819,232 5,012,066
[ Short-term notes - 500,000
RAEE H B R (HTaE47(c)) Related party borrowings (Note 47(c)) 1,145,211 1,108,095
IERBE TR BN EA 65> Current portion of non-current
borrowings 1,867,356 1,909,636
9,319,542 8,772,371
18,224,396 18,993,593

2016F E s

B ERROERAE
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29 f{EFR#E) 29 BORROWINGS (continued)

(a) R_E—XRF+_A=+— () At 31 December 2016, bank loans of
H AEBRTERXRARE RMB948,043,000 (31 December 2015:
948,043,000 ot ( = & — R RMB1,780,077,000) of the Group were secured
F+-_A=+—H: AR% by the following:
1,780,077,0007T ) JA T 51| & 18 1
I

—E—RE —ZT—hHEF
2016 2015
AR FT AR TFT
RMB’000 RMB’000
B 5 N E MR Trade and other receivables (Note 21)

(KtaE21) 199,877 -
1BF(Ha100b)) Buildings (Note 10(b)) 942,810 563,446
KEYE Investment properties - 932,440
EEE Construction-in-progress - 879,240
T E AR (A7) Land use rights (Note 7) 200,327 521,660

1,343,014 2,896,786

(b) R_E—RF+ZA=+— (b) At 31 December 2016, bank loans of
H XEEBRTERARK RMB1,644,735,000 (31 December 2015:
1,644,735,000 &t ( = & — & RMB517,574,000) of the Group were supported
F+-_A=+—H: AR by the following guarantees:

517,574,000 ) B NHIERIH ¢

—E—XRE —ET—hHF

2016 2015

AR¥TFrT ARETT

RMB’000 RMB’000

HR fi B B AVIC International 194,999 275,000
R T Aviation Industry 244,592 242,574
F=5 Third Parties 1,205,144 -
1,644,735 517,574
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2016 fEHRE

AARERN-_ZT—=FMWA++
BRSSP REEECEEARE
TARMEMR  R—T—=F1
AABEAMEBITREEMNSH
BEREEZTEERABEARE
600,000,0007T 4 7| & £ 4. 78 [E K
FHER  EERESAOEES R
THERAT AN -

AARR-_ZE—RHFELA+IH
MIRITRZEM HZHEBIRE &%
1THmEE A R #500,000,0007T
MEBAAENFHRIE - Rk
EMOEREERTABREH=F
AR - BENAARBERET
ZRENETIWHSEREE -

B s RRABAR T —RNE=
B+ —HRRTEETS K
BREEZRTREAEAEAARE
700,000,0007T F F 2 £ 3.28 [E £
FHER EERESAOEES R
THHRF =FREE - 8EN
RNAEERETEEEETEIAE
EZREE °

AR AHERR AR F B E 5 F
HREREZRE G T AT HE
HE R AER B R o

R—ZZTE—RHF_H=-H AL
BRI(EE)BRAFINREE
BTMBEEERETREEERARE
200,000,000 7T * AR EETFT-
LCDEEL - R ERFE XK A
e i Sy = 8 =
F_RA—HAHHIER - EWEX
NERBRAMSHNECES S -
B ERNAABEAARKE
149,451,000 7T ° FT/5 X IH 2 58
HERRAABEHNEZEARE
50,550,000 7T J3 IR B % B B &
WFzm  WEBRAEELERA -
IR FE W A 8 & TEAE BE & E /Y Al
FERFHNEN R —RF
+=—A=+—H ' WEKEELD
A AR¥E156,537,0007T ©

29

BORROWINGS (continued)
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The Company obtained the registration with
China Government Securities Depository Trust &
Clearing Co., Ltd. on 17 April 2013 and issued
4.78% medium-term notes at a total nominal
value of RMB600,000,000 to institutional investors
in interbank market on 6 May 2013. The maturity
date of the notes shall be five years from the issue
date at approximate nominal value.

The Company issued 4.10% medium-term notes
at a total nominal value of RMB500,000,000 to
institutional investors in interbank market on 14
July 2015. The maturity date of the notes shall be
three years from the issue date at approximate
nominal value. The fair value of the liability was
determined at issuance of the notes and it was
equal to the nominal value.

In addition, the Company issued 3.28%
medium-term notes at a total nominal value of
RMB70