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RESULTS SUMMARY
(For the year ended 31 December 2017)

(RMB’000) 2017 2016 2015 2014 2013
Revenue and profit:
Revenue 36,581,679 33,007,917 34,350,511 33,960,290 37,262,006
Profit before taxation 1,570,565 1,797,895 1,555,792 1,825,396 1,945,055
Profit after taxation* 1,118,811 1,287,972 1,688,491 1,268,394 1,676,495
Profit attributable to:
Owners of the Company 408,107 806,066 1,212,308 642,026 1,028,670
Non-controlling interests 710,704 481,906 471,183 616,368 647,825
Basic earnings per share attributable to
owners of the Company (RMB) 0.33 0.67 1.03 0.55 0.90
Diluted earnings per share attributable to
owners of the Company (RMB) 0.21 0.41 0.62 0.34 0.54
Dividends per share attributable to the
owners of the Company (RMB) 0.05 0.10 0.20 0.10 -
* Profit after taxation includes profit/(loss) from discontinued operations.
ASSETS SUMMARY
(As at 31 December 2017, consolidated)
(RMB’000) 2017 2016 2015 2014 2013
Total assets 73,563,056 64,780,737 64,626,108 57,807,672 50,863,909
Total liabilities 45,748,322 39,414,224 40,284,992 39,389,575 37,063,464
Total equity 27,814,734 25,366,513 24,341,116 18,418,097 13,800,445
Equity attributable to owners
of the Company 12,993,036 12,039,247 11,639,763 9,648,260 8,824,929
Non-controlling interests 14,821,698 13,327,266 12,801,353 8,769,837 4,975,516
Basic net assets per share attributable to
owners of the Company (RMB) 11.14 10.32 9.90 8.69 7.94
Diluted net assets per share attributable to
owners of the Company (RMB) 6.60 6.12 5.86 5.05 4.61
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Chairman’s Statement

It is my honor to present the 2017 annual report of AVIC International Holdings Limited (the “Company”) on behalf
of the board (the “Board”) of directors (the “Directors”), to the shareholders, business partners and people from all
walks of life who support the Company and its subsidiaries (collectively, the “Group”).

During the year ended 31 December 2017, the Group recorded a consolidated revenue of approximately
RMB36,581,679,000, representing an increase of approximately 10.83% over the previous year of
RMB33,007,917,000 (including the revenue from discontinued operations). The profit attributable to owners of
the Company was approximately RMB408,107,000, representing a decrease of approximately 49.37% over the
previous year of RMB806,066,000.

In 2017, the global economy was complicated and changeable with the macro-environment pressure remaining
unabated and exchange rate fluctuations widened. Strategically centered on “Business Focus, Reform and
Innovation, and Value Growth”, the Group further sharpened its focus on principal business, deepened its
management reform and sought to promote quality and efficiency-oriented development. Specifically, the
Group secured market opportunities for its business of high-tech electronic products, with strengthened profit
management. In respect of the flat panel display (the “FPD”) business, the Group seized the earliest market
opportunities for full-screen FPD lamps, which led to a growing proportion of the application of mid to high-end
smartphones and a rapid increase of in-vehicle products with a relatively high added value and a historic new high
in integrated efficiency. For the whole year, the printed circuit board (the “PCB”) business maintained a high level
of output, with robust delivery and continuously improving profitability. In respect of retails and consumer products,
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Chairman’s Statement

the Group took the initiative in grasping the opportunities brought by a recovering industrial market, and made great
efforts to develop new brands and business and improve channel efficiency. This led to growth in both turnover
and profit. While following its strategy to gradually step away from the property development business, the Group
put in extra efforts to improve its professional capabilities and project expansion in aviation infrastructure. In respect
of trade and logistics, the Group focuses on professional development, which resulted in continuously improving
professional capabilities, increasing orders from the target markets and successful execution of key projects.

Looking into 2018, the global economy will remain in a mode of rebalancing and deeper restructuring, with
economic recovery overshadowed by trade frictions and the Chinese economy faced by considerable pressure from
structural transformation and upgrade. Confronted by various unfavorable factors and challenges from home and
abroad, the Group will revolve around the strategic theme of “Reform and Reconstruction, Focus on Breakthrough
and Value Growth” as its priority, and expedite the work on its principal business. Apart from optimizing the
management structure as well as institutional process and system, the Group will reshape its business model,
continue to optimize resource allocation and improve quality, efficiency and corporate internal value.

Never forgetting why we started, we will continue to move forward. On our way of transformation and innovation,
we will embrace opportunities, face up to challenges and complete our mission. On behalf of the Board, | would
like to express my sincere gratitude to all the staff for their devotion and dedication, to all the Group’s shareholders,
business partners and people from all walks of life for their unremitting support. We will double our efforts, keep
moving forward and stay committed to creating greater returns for our shareholders, customers and the staff of the
Group.
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Management Discussion and Analysis

CORPORATE ORGANIZATION CHART
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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 2017 (the “Reporting Period” or the “Year”) were primarily derived from the following business segments

and subsidiaries:

Business segments

Percentage of

equity interests

held by

Name of subsidiaries the Company

Principal activities

High-tech Electronic
Products

Retails and Consumer
Products

Real Estate

Trading and Logistics

2017 F EHRE

Tianma Micro-electronics Co., Ltd. 20.81%
(“Tianma Company”)

Shennan Circuit Co., Ltd. (“SCC”) 69.74%

Fiyta Holdings Limited (“Fiyta”) 37.15%

Beijing AVIC Ruixin Investment and 90%
Management Company Limited
(“Beijing Ruixin”)

Chengdu AVIC Raise Real Estate 60%
Company Limited (“Chengdu Raise”)

China National Aero-Technology 100%
International Engineering Company
Limited (“Engineering Company”)

China National Aero-Technology 100%
Beijing Company Limited
(“Beijing Company”)

AVIC International Maritime Holdings 73.87%
Limited (“AVIC Maritime”)
AVIC Weihai Shipyard Co., Ltd. 69.77%

(“Weihai Shipyard’)

Manufacture and sales of flat panel displays
(“FPD") and modules

Manufacture and sales of printed circuit boards
and packaging substrate (‘PCB”)

Manufacture of middle to high-end wrist watches
and chain store sales of luxury watches

Mainly engaged in residential premises
development business and industrial property
development, etc.

Mainly engaged in residential premises
development business and also engaged in
industrial property development, etc.

Mainly engaged in general contracting of
international engineering construction; also
engaged in overseas property development
and general contracting of domestic
construction engineering

Trading and logistics of cement construction and
machinery vehicles, etc.

Ship engineering

Ship construction
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Percentage of
equity interests

held by
Business segments Name of subsidiaries the Company Principal activities
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, informationization service,
Trade and Economic and automated control service, etc.
Development Company Limited
(“TED Company”)

AVIC International Renewable 100%  Power station construction, energy-saving
Energy Development Co., Ltd management, and purchase and sales of
(“RED Company”) renewable energy equipment

Others Shenzhen Aero-Fasteners 100%  High intensity bolts, precision screws and nuts,
MFG Co., Ltd shaped fasteners and other fasteners
(“AFM Company”)

Guangdong International Building 75%  Hotel Operation
Industrial Co., Ltd.

(“GIB Company”)

2017 TURNOVER COMPOSITION BY BUSINESS SECTIONS

2%

12%

589%

a High-tech Electronic Products [ ] Real Estate
("] Retails and Consumer Products (] Others

a Trading and Logistics

2o
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Summary of Performance

In 2017, the global economy was complicated and changeable with the macro-environment pressure remaining
unabated. Strategically centered on “Business Focus, Reform and Innovation, and Value Growth”, the Group further
sharpened its focus on principal business, deepened its management reform and sought to promote quality and
efficiency-oriented development.

During the year ended 31 December 2017, the Group recorded a consolidated revenue of approximately
RMB36,581,679,000, representing an increase of approximately 10.83% over approximately RMB33,007,917,000
for the previous year. The profit attributable to the equity holders of the Group was approximately RMB408,107,000,
representing a decrease of approximately 49.37% from approximately RMB806,066,000 for the previous year.

High-tech Electronic Products

As for the high-tech electronic business, the Group is engaged in research and development (the “R&D”), design,
manufacture, sales and service of FPD and PCB products mainly through its subsidiaries, namely Tianma Company
and SCC. During the Year, the Group secured market opportunities for its business of high-tech electronic
products, strengthened profit management, improved the added value of products through technology and product
innovation, and committed concrete efforts to boost technical reserve and meticulous management. During the
year ended 31 December 2017, the Group’s revenue generated from the high-tech electronic products segment
was approximately RMB19,290,550,000, representing an increase of approximately 27.80% as compared with
RMB15,094,917,000 for the same period of last year; and the net profit was approximately RMB1,233,737,000,
representing an increase of approximately 41.61% over the same period of previous year of approximately
RMB871,209,000.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

High-tech Electronic Products (continued)

(1)

&)

82

FPD

Tianma Company focuses on the market development of FPD, with products mainly applied to the displays
of consumer products such as smartphones and tablets as well as professional displays such as those for
automobiles, medical treatment and industrial control.

During the Reporting Period, Tianma Company continued to optimize its product structure and seize the
earliest market opportunities such as full screen FPD. As a result, Tianma Company experienced a growing
proportion of the application of its high-end smartphones and a rapid increase of its in-vehicle products
which enjoyed a relatively high added value. Tianma Company never ceased to engage its key strategic
customers with intensive efforts and closely follow the mainstream customers in the industry. While further
optimizing its customer structure, Tianma Company constantly expanded its new user base and managed to
step into three emerging markets, namely industrial laptops, multi-function printers and virtual reality. In an
attempt to grasp the market opportunities driven by the demand from the end users of a-Si consumer goods
and price increase, Tianma Company was ahead of its competitors in respect of matching its production
capacity with customer demands, which led to a significant increase in orders throughout the Year. During
the Reporting Period, Tianma Company finished the construction of its Wuhan 6th-generation AMOLED
production line (G6 Project) in April. The production line, capable of manufacturing both rigid and flexible
products, has commenced its trial production of samples in small batches.

During the Reporting Period, the Review Committee of Merger, Acquisition and Reorganization of Listed
Companies (LT AR EEEHTEZZ B2) of China Securities Regulatory Commission (the “CSRC”) granted
unconditional approval for the reorganization of material assets and financing proposals of Tianma Company,
the completion of which took place on 22 January 2018. Accordingly, Xiamen Tianma Microelectronics Co.,
Ltd. (“Xiamen Tianma Company”) has become a wholly-owned subsidiary of Tianma Company and Shanghai
Tianma Organic Light Emitting Display Technology Co., Ltd. (“Tianma Organic Company”) has become an
indirect wholly-owned subsidiary of Tianma Company.

PCB

Intensively engaged in PCB interconnection on a continuous basis, SCC is committed to providing its
customers with one-stop service that centers on interconnection and covers design, production, material
purchasing, assembly, processing and testing. Its products are extensively applied to such high-tech areas
as communications, aerospace, medical service and industry control.
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Management Discussion and Analysis
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BUSINESS REVIEW (continued)

High-tech Electronic Products (continued)

(2) PCB (continued)
During the Reporting Period, the spin-off and initial public offering of SCC were approved by CSRC, with
SCC formally listed on Shenzhen Stock Exchange on 13 December 2017 (stock code: 002916).

As for its PCB business during the Reporting Period, SCC seized the opportunities brought by
telecommunications customers. Orders surged in comparison with the same period of the previous year. For
the whole year, output remained at a high level, with robust delivery and continuously improving profitability.
As for its printed circuit board assembly business, SCC attained a quick breakthrough in the output of its
integrated projects, with the output value of the whole year experiencing substantial year-on-year growth.
In addition, the SCC witnessed a sharp increase in its packaging substrate business, owing to the growing
contribution from major customers, with substantial year-on-year growth in revenue and profit. On top of
that, infrastructure construction took place smoothly at SCC’s Nantong factory, with successful installation
of press, electroplating lines and other major equipment.

Retails and Consumer Products

In respect of its retails and consumer products segment, the Group is engaged in the R&D and brand operation
of middle to high-end wrist watches as well as chain sales and service of luxury watches through its subsidiary,
Fiyta. For the year ended 31 December 2017, the revenue generated from the retails and consumer products
segment of the Group amounted to approximately RMB3,322,928,000, representing an increase of approximately
12.07% as compared with RMB2,965,074,000 for the same period of last year. The net profit was approximately
RMB224,432,000, representing an increase of approximately 17.31% over the same period of previous year of
approximately RMB191,321,000.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Retails and Consumer Products (continued)

During the Reporting Period, Fiyta took the initiative in grasping the opportunities brought by a recovering watch
market, and made great efforts to develop new brands and business and improve channel efficiency. This led to
growth in both revenue and profit. During the Reporting Period, Fiyta capitalized on consumer demand, accelerated
its brand cultivation and development. Fiyta watches have been displayed at Hall 1 of Baselworld — The World
Watch and Jewelry Show in Switzerland for seven consecutive years and was among the first batch of “China
Made” products selected by Ministry of Commerce, which evidenced the progress of Fiyta’s international drive.
The brands of “Jonas & Verus” and “Beijing” also enjoyed rapid development. Apart from that, Fiyta was active in
transforming its business model, which was translated into steady improvement in its E-commerce and technology
services business. Harmony has further materialized its role as an integrated service provider for prestigious
watches. Furthermore, internal management has been strengthened, together with continuous optimization of
product and channel structures, faster integration of information-based development, intelligent approaches and
internal operation. This was also translated into a substantially higher output per shop and further improvement in
operational efficiency.

Trading and Logistics

The Group is engaged in mechatronics engineering and general contracting of cement construction through
Beijing Company, as well as ship engineering, bitumen and mechatronics products through AVIC Maritime and
Guangzhou Company. For the year ended 31 December 2017, the Group’s revenue generated from the trading
and logistics business was approximately RMB8,728,103,000, representing a decrease of approximately 18.78%
from approximately RMB10,745,852,000 for the previous year. The loss was approximately RMB472,742,000,
representing a decrease of approximately RMB502,427,000 when compared to the net profit of approximately
RMB29,685,000 recorded for the previous year.

(1) Ship Engineering

In respect of the ship engineering business, the Group further optimized and upgraded its product structure
to allow high value-added ship models, such as ro-ro passenger ships and stone dampers, to become its
mainstream products. As for its shipyards, the Group reinforced cost budget, management and control, built
a system of core technologies, enhanced key technologies and capabilities, and kept improving shipyard
management. In particular, Deltamarin Oy saw further improvement in its strategic coordination and business
integration, frequently obtaining large orders for its ship design business which maintained ample workload.
In the meantime, the Group has been actively seeking project opportunities from the “Belt and Road”
initiative for its ship business and exploring fresh business models. During the Reporting Period, the Group
entered into new orders for 19 ships, with orders coming into effect for 15 ships, a cumulative total of 39
orders on hand, and 24 ships delivered for the whole year.
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Trading and Logistics (continued)

2) Mechatronics Engineering
In respect of the mechatronics engineering business, the Group is mainly engaged in the engineering
procurement construction (EPC) for cement and mechatronics projects as well as the construction material
and petrochemical business through Beijing Company. During the Reporting Period, Beijing Company
was strongly committed to the key markets under the “Belt and Road” initiative. As such, projects were
expanded and came into effect more quickly, and ongoing projects took place smoothly. The Group also
went deeper in innovatively replicating its business model in East Africa, as the East Africa Industrial Park
in Kenya completed construction and started operation. KHD Humboldt Wedag International AG enjoyed
better operation, as the company adopted measures to secure orders, improve management and reduce
costs. During the Reporting Period, Beijing Company entered into four new projects, totaling more than
US$2.7 billion. However, there was insufficient settlement of orders due to the impact of global economy
and industry environment, which resulted in a considerable loss recorded by Beijing Company.

Real Estate

The Group is engaged in engineering contracting through Engineering Company. During 2017, the real estate
business of the Group recorded a revenue of approximately RMB4,517,885,000, representing an increase
of approximately 27.47% over the revenue recorded last year of approximately RMB3,544,146,000. The
net profit was approximately RMB273,519,000, representing an increase of approximately 1,201.79% over
approximately RMB21,011,000 for last year. The net profit comprises the investment gain totalling approximately
RMB107,260,000 from share of results of AVIC Real Estate, an associated company, and gain on disposal of AVIC
Vanke Company Limited (“AVIC Vanke”), a jointly-controlled company.

During the Reporting Period, the Group further focused on its principal business and gradually stepped away from
the residential property development business. Specifically, the Group disposed of its equity interest in AVIC Vanke,
and Engineering Company completed the disposal of its equity interest in Hangfa Investment Management Co.,
Ltd. ((REIREEE AR A 7)) and obtained an aggregate investment profit of approximately RMB444,404,000. The
Group sustained a positive momentum in its EPC business. Throughout the Year, it entered into 19 EPC contracts
which totaled more than USD1.8 billion. Among them, 14 were international engineering projects with a contract
amount of over USD1.7 billion, while the remaining five were domestic engineering projects with a total contract
amount of approximately RMBO.6 billion. Engineering Company has seen the brand influence of its aviation facility
projects greatly improved. During the Reporting Period, it had four ongoing aviation facility projects, in addition to
the successful completion and delivery of the runway project for Bandaranaike International Airport in Sri Lanka.

— oll —=
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Management Discussion and Analysis

BUSINESS PROSPECTS

In 2018, the Group will revolve around the strategic theme of “Reform and Reconstruction, Focus on Breakthrough,
and Value Growth” and improve its management structure, systems and procedures. It will also work on
restructuring its business model to focus on the principal business, continue to optimize resource allocation and
improve corporate operation, quality, efficiency as well as internal value.

High-tech Electronic Products

The Group’s FPD business will further focus on the consumer products market and professional display, actively
engaged itself in such emerging markets as smart home furnishings, smart wear and augmented reality/virtual
reality, and promote the integration between military and civilian sectors for the application of relevant products.
The Group will not cease to improve its operational efficiency and productivity by focusing on the market,
strengthening capabilities and optimizing costs, and waste no time to improve the output of Wuhan G6 Production
Line. In respect of the PCB business, the Group will enhance its product advantages, actively obtain orders,
enhance production and operational efficiency by building professional factories and intelligent systems, and step
up the pace to improve the production capacity of its factory in Nantong and construct its substrate factory in
Wuxi. All such efforts aim to help the Group secure a leading position in the industry.

Retails and Consumer Products

In respect of the retails and consumer products business, the Group will maintain its business layout of “Products
+ Channels”, stick to intensive development, and strengthen and optimize the existing business, so as to enhance
the output per shop and further enhance brand image. The Group will also rely on its resources and capabilities
to explore development opportunities, fresh business and new markets, and further its transformation through
innovative business models and institutional reform. All such measures aim to improve the quality of development.

Trading and Logistics

In respect of the ship engineering business, the Group will fully tap into the technical advantages of Deltamarin
Qy, build its system of core technologies and enhance its key technical capabilities. The Group will also continue
to deepen its cost reduction and efficiency enhancement, so as to enhance its management and manufacturing
capabilities. As for the mechatronics engineering business, the Group will commit intensive efforts to developing the
“Belt and Road” market, increasing international development and obtaining orders proactively. It will continue to
improve the operation and management of KHD Humboldt Wedag International AG.

Real Estate

In 2018, the Group will continue to step away from the residential property development business. As for its
international engineering business, the Group will vigorously expand the markets in countries along the “Belt and
Road” initiative and African countries, actively seize market opportunities in key overseas regions, and intensively
work on the engineering projects for aviation facilities, overseas transportation and urban infrastructure. In addition,
the Group will enhance the ability of executing the projects on hand, promote lean management and cost risk
control, and strive to enhance profitability.
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Profile of Directors ah_d_Supervisors

EXECUTIVE DIRECTORS

Mr. Liu Hong De, aged 57, 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
(Y5 BB B T #2 X £) and a professorate senior engineer. He enjoys the special government allowance of the State
Council of the People’s Republic of China (the “PRC”). 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, and the chairman of the board of directors
of AVIC International Holding (HK) Limited (4 B fin 2= T 2 Bl R 4Z % (B 8) B BR 2 &) (“AVIC Int’l”) (the shares
of which are listed and traded on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”) with stock
code: 232). Prior to joining AVIC International, Mr. Liu was the deputy general manager of Harbin Dong’an Engine
Corporation (¥ B8 /& 3 % 3 &) # 2 7)), the general manager and the chairman of the board of directors of Harbin
Dong’an Auto Engine Company Limited (/& R /& ® % /3 5 &) ) ik 1 B R 2 7)) (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) Company Limited (/& B8 /& fn 2° T % (% E) A BR 2 7)), the chairman of the board of
directors of Jiangxi Changhe Automobile Company Limited (;T 75 & il )5 B % 19 B R 2 §) (the shares of which
are listed and traded on the Shanghai Stock Exchange), the president of AVIC Automobile Industry Corporation (4
Bl Al 2= /5 8 T % 422 7)), the vice-president of AviChina Industry & Technology Company Limited (/ B fiii 2= £}
KT # %% 8 R A 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 (Ff Bl fin 2= T ¥ % —

A A)), the head of the corporate cultural department of Aviation Industry Corporation of China, Ltd. (4 B ﬁn =
T £ E AR QA (“Aviation Industry”) (formerly known as Aviation Industry Corporation of China (4 Bl fit 2=
T 2 % [# /2 7)), the vice executive chairman of the trade union of Aviation Industry, and a supervisor of Aviation
Industry.

Mr. Lai Wei Xuan, aged 54, senior accountant, holding a 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 Holding Limited, executive Director and vice chairman of the Company. Mr. Lai also
serves as executive director of AVIC Int’l. Mr. Lai joined AVIC Shenzhen in 1983. He previously served as the
deputy general manager of AVIC Shenzhen, the Chairman of Fiyta (the shares of which are listed and traded on
Shenzhen Stock Exchange, stock code: 000026, 200026), the deputy chairman of Tianma Company, (the share of
which are listed and traded on the Shenzhen Stock Exchange, stock code: 000050), and the chairman of Rainbow
Department Store Company Limited (X 4L 7 3% % {7 & IR 2 7)) (the “Rainbow Ltd.”) (the shares of which are
currently listed on the Shenzhen Stock Exchange, stock code: 002419). 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.
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EXECUTIVE DIRECTORS (continued)

Mr. You Lei, aged 49, senior engineer, MBA of Tongji University ([E% X2%) 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 (the
shares of which are listed and traded on the Shenzhen Stock Exchange with stock code: 002916). Mr. You had
acted as vice president of AVIC International, president of AVIC Shenzhen and chairman of the board of directors
of Tianma Company. Mr. You joined AVIC Shenzhen in 1991 and the Group in 1997. He has rich experience in
enterprise operation and business administration, and was appointed as an executive Director in 2003.

Ms. Zhou Chun Hua, aged 52, was appointed as an executive Director of the Company on 15 February 2017. She
is a professorate senior accountant, and an EMBA of Cheung Kong Graduate School of Business. Ms. Zhou has
extensive working experience in the areas of financial management, capital operation, audit and risk management.
Ms. Zhou was appointed as the deputy president and chief accountant of AVIC International in December 2016.
She is currently a director of AVIC International, an executive director of AVIC Int’| and the chairman of the board of
directors of CATIC Investment and Management Co., Ltd. Before that, she was the assistant to president and vice
chief accountant of Shenyang Liming Aero-Engine Group Corporation Limited (2[5 22BRfn 2 3 BNk =@ A R A 7)),
the director, vice president and chief accountant of AVIC Beijing Keeven Aviation Instrument Company Limited (&
MIEILLREEMEHERAR AT, the deputy manager of the audit department of Aviation Industry and the vice-
president and chief accountant of AVIC Electromechanical Systems Company Limited (P E ZGER A7) as
well as a director, vice-president and chief accountant of AVIC Electromechanical Systems Company Limited (FF 1
THEMEZFHIM AR AR, the shares of which are listed and traded on the Shenzhen Stock Exchange).

Mr. Chen Hong Liang, aged 50, a professorate senior economist, holds the master degree in business
administration from Tongji University ([E% A2, He is currently the chairman of the board of directors of Tianma
Company. Mr. Chen acted as vice president of AVIC International and vice president of AVIC Shenzhen. Mr. Chen
has extensive experience in operation management. He was appointed as an executive Director in 2012.

Mr. Liu Jun, aged 56, holds a bachelor degree in engineering from Beijing Aviation College (1t R Z=EF%). 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 China National Aero Technology Beijing Company Limited,
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 56, 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 Company
Limited (the shares of which are listed on the Main Board of the Stock Exchange, stock code: 6893). Ms. Wong
was once an 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 and was re-elected as an independent non-executive Director in 2017.

Mr. Wu Wei, aged 45, 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. and had served as the director of CITIC
Securities International Company Limited and responsible for private equity fund business. He has over 15 years’
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 53, 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 a
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 61, 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 (FFEIfiZE T 255G R A R)). He was
appointed as a supervisor of the Company in 2014.

Mr. Liang Chi, aged 60, registered PRC lawyer and a real estate valuer, holds a bachelor of laws from Sun Yatsen
University. He is currently a lawyer of Guangdong Fangdian Law Firm (&3R5 #2228 EFT) and an independent
non-executive director of Bao Shen Holdings Limited, a company incorporated in the Cayman Islands. 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 (FYITEEEFRMH AR AR, the
shares of which are listed and traded on the Shenzhen Stock Exchange (Shenzhen stock code: 002055). Mr. Liang
was appointed as a Supervisor in 2015.

Mr. Liu Yong Ze, aged 68, 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 (FR B SRR HIFFZC A L), as well as the vice
chairman of the Accounting Society of China (FEIZ5T2 ). He was the Dean of the School of Accountancy of
Dongbei University of Finance and Economics, an independent director of Dalian Port (PDA) Company Limited (X
EAERM AR AR, 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. (#8NERHD AR 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. (BX& T ER A Al 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. (REBES E T EBRRH AR A F), the shares of which are listed on the Shenzhen Stock Exchange (stock code:
002204), Dalian Thermal Power Co., Ltd. (KEZE[RD B R ), the shares of which are listed on Shanghai Stock
Exchange (stock code: 600719) and Shenzhen Keybridge Communications Co., Ltd. (F3I§2E @AM A B R A
7)), the shares of which are listed on Shenzhen Stock Exchange (stock code: 002316). Mr. Liu was appointed as a
Supervisor in 2015.

Mr. Yang Xi, aged 58, an intermediate economist, is a graduate of Urumagi University of Finance and Economics.
He is currently an assistant manager for property asset operation department of the Company. Mr. Yang had
served as the assistant head of general administration department of AVIC Shenzhen, the general manager of the
Beijing branch of CATIC Property Management Co., Ltd (FM#EEIEAR A7), the deputy general manager
of Grand Skylight Hotel of Beijing (tRaliEm&BERAMEIE) and the general manager of Grand Skylight
International Hotel Guanlan of Shenzhen (FRIIEVREIEEZEREEIE/E). Mr. Yang was appointed as a Supervisor in
2015.
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JOINT COMPANY SECRETARIES

Mr. Zhong Si Jun, aged 42, was a senior economist and he holds a master degree of Management from
Northwestern Polytechnical University. He is currently the chairman of the board of directors of AVIC International
Holding (Zhuhai) Co., Ltd (FFAREIFR 32 A% (28 ) B R A &) and a joint company secretary of the Company. Mr. Zhong
used to serve as secretary of the board of directors of Shanghai Tianma Micro-electronics Co., Ltd., the manager
of operating management department of the Company, director of Fiyta, AVIC Real Estate Holding Company
Limited (“AVIC Real Estate”), Tianma Company and Rainbow Ltd., as well as the director of AVIC International
Maritime Holdings Limited, which is listed on the Singapore Exchange Limited.

Mr. Xiao Zhang Lin, aged 42, holds an MBA degree from Shanghai Jiao Tong University ((E/83 @A), In 2015,
Mr. Xiao was recognized as a senior engineer by Aviation Industry. Currently, he is the head of the strategy and
operations management department of the Company, the company secretary, and a director of AVIC Real Estate,
SCC, Fiyta, Tianma Company and Rainbow Ltd. He was appointed as a joint company secretary of the Company in
February 2018.
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CORPORATE GOVERNANCE PRACTICES

Throughout the financial year ended 31 December 2017, 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 2017 to 31 December 2017,
the Company had adopted and complied 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 2017,
Directors of the Issuer and Supervisors had complied with the required standards of dealing in securities
specified in the Model Code and relevant code of conduct 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 the Board and Committees

The numbers and attendance of general meetings, Board meetings and meetings of other committees held
throughout the financial year 31 December 2017 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
general meeting)
Attendance/
number of meetings

Executive Directors
Liu Hong De 3/6
Lai Wei Xuan 4/6
You Lei 3/6
Zhou Chun Hua 3/6
Chen Hong Liang 4/6
Liu Jun 3/6

Independent non-
executive Directors

Wong Wai Ling 4/6
Wu Wei 4/6
Wei Wei 4/6

2017 F EHRE

Board
Attendance/
number of meetings

11/11
11/11
11/11
11/11
10/11

9/11

11/11
11/11
11/11

Audit Committee
Attendance/

Remuneration
Committee
Attendance/

Nomination
Committee
Attendance/

Attendance Rate number of meetings number of meetings number of meetings

100%
100%
100%
100%
91%
82%

100%
100%
100%

1/1
1/1
2/2 1/1
2/2 1/1
2/2 1/1

1/1

1/1

1/1
1/1
1/1
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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 at least 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 of the Company;

(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 and the Articles, 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 and disciplinary inspection;

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 2017. 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 2017.

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 2017 according to the records provided by the Directors to the Company is as follows:

Legal
Compliance

Training
(2017.8.25)

Executive Directors:

Liu Hong De (Chairman) v
Lai Wei Xuan (Vice Chairman) v
You Lei (Vice Chairman) v
Zhou Chun Hua v
Chen Hong Liang v
Liu Jun v
Independent non-executive Directors:

Wong Wai Ling v
Wu Wei v
Wei Wei v
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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. Mr. Wu
Guang Quan (=¥t ##) has resigned as an executive Director and the Chairman of the Board with effect from
the close of the extraordinary general meeting convened by the Company on 15 February 2017.

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
2017, 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 2017 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.

2017 E S PHERERROERAE 97



Corporate Governance Report

98

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 3 March 2017 and 18 August 2017 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 2016; (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 2017; and (5) the
resolution related to the corporate governance and internal control of the Company and director’s
report the first half of 2017. 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 2017.

(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 Directors, 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 2017 to 31 December 2017, Remuneration Committee comprises
Mr. Liu Hong De and Mr. Chen Hong Liang as the executive Directors of the Company, and Ms.
Wong Wai Ling, Mr. Wu Wei and Mr. Wei Wei as independent non-executive Directors, 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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)
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Remuneration Committee (continued)

The Remuneration Committee of the Company met on 10 March 2017 to discuss (1) the resolution
related to the remuneration policy for Directors and senior management of the Company for the year
of 2016; (2) the resolution related to the procedure of formulating the remuneration policy of the
Company; and (3) the resolution related to the remuneration, benefits and director service contract of
Ms. Wong Wai Ling. 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. 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 2017.

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. The details of the terms of reference of Nomination Committee were published on the
websites of the Stock Exchange and the Company on 23 August 2013.

For the period from 1 January 2017 to 31 December 2017, the Nomination Committee comprises
Mr. Liu Hong De and Mr. Chen Hong Liang as the executive Directors of the Company, and Ms.
Wong Wai Ling, Mr. Wu Wei and Mr. Wei Wei as independent non-executive Directors, of which
independent non-executive Director Mr. Wu Wei acts as the chairman.

During the year ended 31 December 2017, the Nomination Committee held a meeting on 10
March 2017 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; (4) the Board’s diversity policy; and (5) the
recommendation of re-appointing Ms. Wong Wai Ling as an independent non-executive Director. On
10 March 2017, a nomination committee meeting was held for the proposal of re-appointment of Ms.
Wong Wai Ling as an independent non-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 2017.
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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;

(©) 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 2017, 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.

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 2017 is set out as follows:

Amount of

Type of services remuneration

(RMB: "000)

Audit services 5,500
Audit related services

Review on the continuing connected transactions 600

Review on the preliminary result announcement 400

Total 6,500

The expense shown in this table is based on the year of contract instead of year of cash payment.
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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 2017. 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 2017. 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.

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.

JOINT COMPANY SECRETARIES

On 5 February 2018, the Board of the Company announced the appointment of Mr. Xiao Zhang Lin as
a joint company secretary of the Company with effect from the same day. Mr. Zhong Si Jun, the current
company secretary, will continue his role as the other joint company secretary.

Both Mr. Zhong Si Jun and Mr. Xiao Zhang Lin are full-time employees of the Company and are familiar with
the Company’s day-to-day affairs. The joint company secretaries report to the chairman and are responsible
for providing recommendation on governance matters to the Board. For the year ended 31 December 2017,
the joint company secretaries confirmed that they have 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 39/F, AVIC Centre Building, No.1018
Huafu Road, Futian District, Shenzhen, Guangdong Province, China, telephone: 0755-21246912; 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 2017, 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 2017, the Company has not made any amendments to Articles.

13. RISK MANAGEMENT AND INTERNAL CONTROL

An effective risk management and internal control system benefits the Group in predicting risks, adopting
control measures to address such threats, and meeting its objectives effectively. Hence, the Board
considers risk management and internal control as a critical part in operation and governance. In general,
the Board is responsible for maintaining a robust and effective risk management and internal control system,
reviewing its effectiveness and safeguarding the shareholders’ investments and company assets. In this
regard, the Company has established its risk management and internal control system. A well-established
risk management and internal control system 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.

Structure of the Risk Management and Internal Control System

Built on its governance structure, the Group’s risk management and internal control system is structured
in a model that features “Five Aspects” and “Three Defense Lines”. Within the structure, the roles and
responsibilities of each aspect are clearly specified, which are stated as follows:

“Five Aspects”

Board ° Approving risk management solutions and reports, including the
overall objectives on corporate risk management, risk preference, risk
tolerance, risk management strategies and significant risk management
solutions, judgement criteria or mechanism for significant decision-
making, risks, events and business procedures, risk management
measures, as well as risk management supervision, evaluation and audit
reports.

o Performing risk management for significant decision-making, approving
risk management reports of significant decision-making, and making
decisions on effective risk control.

° Strengthening the training on corporate risk management culture,
such as issuing resolutions, approving rewards and punishments, and
regulations on performance appraisal.

Audit Committee ° Reviewing the setting of risk management authority, its responsibilities

and the fundamental system for risk management.

o Reviewing and approving the annual work plan on internal control and
evaluation.

o Providing regular summaries and reports to learn the progress in
developing the internal control system and evaluation work.

° Discussing the scope of work, findings and opinions of internal control
audit with the auditors.

o Understanding the main defects and rectification in the approach, scope
and findings of internal control evaluation tests.

° Listening to the risk management reports and internal control reports

by the management, and regularly reviewing the risk management and
internal control system of the Company.

° Overseeing the management of the Company in implementing the risk
management and internal control system
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Structure of the Risk Management and Internal Control System (continued)

“Five Aspects” (continued)

Risk Management
and Internal Control
Committee

Audit Supervision
Department

Promoting the establishment of a risk management system, to determine
the setting of risk management authority and its responsibilities.
Regularly reviewing and overseeing the policies, systems, procedures
and implementation of corporate risk management, including risk
management strategies and significant risk management solutions,
judgement criteria or mechanism for significant decision-making,
risks, events and business procedures, the risk management plan
of the Company, reporting by the risk management department on
risk management situation, reporting the result of risk management
appraisals, as well as risk management supervision, evaluation and
audit reports.

Providing risk management advice for significant decision-making,
reviewing and submitting risk management reports on significant
decision-making, and recommending targeted measures against such
risks.

Supervising the cultivation of risk management culture for the Company
as a whole.

Regularly reporting risk management work to the Audit Committee.

Organizing and arranging each functional department to identify and
assess significant risks at the business level, synthesize and analyse
the above information to prepare management reports on significant
risks at the business level and all other risks, and reporting to the Risk
Management and Internal Control Committee.

Organizing and coordinating with the Risk Management and Internal
Control Committee and senior management to identify and assess the
risks at the corporate level, studying and raising measures and plans on
managing significant risks at the corporate level.

Synthesizing all the risk management results at both corporate and
business levels, to present such results to the Risk Management and
Internal Control Committee.

Promoting the development of a comprehensive risk management
system for the Company, overseeing the implementation of risk
management policies and internal-risk control procedures, and
improving internal management.

Preparing and organizing the implementation of internal audit
regulations and business standards in accordance with relevant laws
and regulations, and engage in the standardization and informatization
of internal audit work.

Preparing and organizing the implementation of internal audit plans for
the Company, preparing improvement plans on audit and checking their
implementation, as well as regularly reporting to the Audit Committee in
respect of work plans and summaries.

Establishing and improving the internal audit system, guiding and
overseeing subordinate units to establish their internal audit arms
according to regulations, provide internal auditors for such arms and
carry out internal audits.

Providing training and guidance on risk management and internal
control, as well as sharing the knowledge and best approaches of risk
management.
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13. RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Structure of the Risk Management and Internal Control System (continued)

“Five Aspects” (continued)

Execution Level for Risk
Management

“Three Defense Lines”

Defense Line 2 ——

The Audit Supervision Depart-
ment and Functional Depart-
ments of the Headquarters
carry out daily supervision over the
work by Defense Line 1, with
regular inspections on risks and
compliance.

Audit Supervision Department and on Three
Functional Departments of the Headquarters Defense Lines
(Defense Line 2)

Business Units of the Group’s Subsidiaries
(Defense Line 1)

Each department sets up risk management executives who are
responsible for the specific risk management work in respective
business and coordinate with the Risk Management and Internal Control
Committee and the Audit Supervision Department.

Regularly updating the risk lists and risk management of the respective
business.

Assessing risks in terms of possibility and impact, taking into account
the characteristics of such business.

Preparing and executing solutions to the risks relating to respective
business, and carrying out the specific measures on risk management.
Monitoring various risks in the respective business, and reporting the
information of such risks to the Audit Supervision Department in a timely
manner.

Working on other fronts in relation to risk management.

Defense Line 3 ——

Internal auditors, discipline

inspectors and the Supervi-

sory Committee are engaged

in continuous supervision and

assessment from the perspec-

f tive of a party independent of
the management.

Audit Committee

Internal Auditors,
Discipline Inspectors and

the Supervisory _C:omm'rttee
(Defense Line 3) Work Based

Confirming the
effectiveness

. of the risk
Defense Line 1 ——

management
and internal

The management is control system
responsible for effective
risk management while
operating business.

The Board is responsible for maintaining and improving the effectiveness of the risk management and internal
control system as a whole. The Audit Committee and the Risk Management and Internal Control Committee
represent the Board in monitoring the Group’s financial reporting system and the risk management and
internal control system, reviewing and overseeing the effectiveness of internal control function, and reviewing
the corporate governance policies and practices for the Company.
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Procedures of Risk Management

The Group has also prepared the Risk Management Manual which defines risk management methods
and procedures. In addition, the Group has prepared the Comprehensive Risk Management Work
Regulations, taking into account the actual condition of the Group and according to the Comprehensive Risk
Management Guidance for State-owned Enterprises (HR{>EZHERAKREIEIES|)) by SASAC, the Basic
Standards for Corporate Internal Control ({12 A EEHIZE AR )) and supporting guidelines jointly issued
by five national ministries and commissions, including the Ministry of Finance and CSRC. Such regulations,
applicable to the Group’s headquarters and subsidiaries, have specified the form of work and reporting
mechanism of risk control and reporting.

In respect of corporate risk management policy, the Group has a well-structured mechanism in place, which
continuously identifies, assesses and determines the priority of the risks faced by the Group, with proper
management and monitoring. Risks are under qualitative assessment in terms of occurrence and impact,
to evaluate the adequacy of the existing control measures. During risk assessment, questionnaire survey,
interview, information inquiry and special discussion are the main approaches for identifying and assessing
risks and analyzing material risks. Risk assessment enables the Group to verify its major risks and rank them
based on their likelihood and impact on the Group’s business. In this way, the Group ascertains its material
risks. By combining the causes of each risk, its impact on the Group and the best industry practices, we
target all our material risks to prepare risk management strategies and solutions and issue an annual risk
assessment report. Set out below are the Group’s main procedures for corporate risk management:

e Ascertain the participants in risk assessment projects, the approach of and
introduction to risk assessment, as well as mobilization.

~
e Record the major risks that can affect the Company in meeting its objectives,
Risk and the existing measures for risk management.
Identification J
e Analyse the likelihood and impact of such risks, and assess
Risk the existing measures for risk management.
Analysis /
*  Report risk management results to the senior management of
Risk the Group and the Company.
J

Reporting

Internal Audit and Control Procedures

The Board has performed its function of independently supervising the internal control system through the
Audit Committee and the Audit Supervision Department of the Company. The Audit Supervision Department
has internal auditors with professional qualifications, while each subsidiary has engaged full-time or part-time
internal auditors based on its size. In 2017, the Audit Supervision Department of the Group joined hands
with intermediaries to form an audit team and complete various audit work, including the annual budgets and
final accounts of subsidiaries, the review of financial data concerning the annual salary of general managers,
supervision of tendering activities, performance monitoring, clean practice, risk prevention and control, as
well as the review of work systems and procedures. In addition, rectification took place in response to the
issues identified during such audit and internal control defects.
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Internal Audit and Control Procedure (continued)

Tianma Company, Fiyta and SCC, all being the Group’s subsidiaries listed in Shenzhen Stock Exchange,
have engaged auditors to audit the effectiveness of each Company’s internal control over financial reporting.
The auditors have also raised independent and objective comments and suggestions in the form of internal
audit report.

In respect of internal audit work, the Group prepares its audit plan by a risk-oriented audit approach. The
plan specifies the business procedures that require auditing, the ranking of risks in each procedure and
audit focuses. The Group also prepares an annual audit work plan based on its overall strategic objectives,
taking into account the actual conditions of each business subsidiary. Work is carried out according to the
audit work plan and procedures set out at the beginning of the year, with the Group’s operational activities
and internal control put under independent inspection, supervision and evaluation.

In respect of internal audit work, the Audit Supervision Department reports to the Audit Committee. On
behalf of the Board, the Audit Committee assesses the performance of the Group’s risk management and
internal control system, ensures that no abuse or unauthorized disposal of assets would occur, maintains
proper accounting records as well as true and fair financial statement, and ensure compliance with relevant
laws and regulations. Internal control provides reasonable (but not absolute) assurance against material
misstatement or loss, rather than eliminate risks associated with the Group’s business activities. For any
severe deficiency of internal control identified during the review of the effectiveness of risk management
and internal control, the Company has set out clear management procedures and responsibilities under its
management system.

Inside Information

The Group attaches great importance to its responsibility of processing and releasing inside information
as well as internal control under the Securities and Futures Ordinance, the Listing Rules and preliminary
principles. The Group:

o has the responsibility of timely releasing its inside information in accordance with the Securities and
Futures Ordinance and the safe-haven provision thereunder;

° strictly complies with the current laws and regulations applicable in Hong Kong
o strictly forbids unauthorized use of confidential and inside information;
° has prepared a continuous disclosure policy and guideline on monitoring, reporting and releasing

inside information to our shareholders; and

o has prepared measures to maintain the confidentiality of inside information and ensure that the
receiver of such information understands his/her responsibility of maintaining the confidentiality of
such information.
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RISK MANAGEMENT AND INTERNAL CONTROL (continued)

Review on the Risk Management and Internal Control System

During the year, the Board hosted a number of meetings to review the Group’s business operation and risk
management, changes to such risks and response capability, the internal control relating to key business
operations, compliance, as well as the evaluation of significant issues arising from internal and external audit
reports. At the meeting, the Board also reviewed the comprehensive assessment results of subsidiaries in
relation to their respective principal activities of control and risk management. Efforts were also made to
ensure that the functional departments for internal audit and risk management have reviewed the supporting
documents to the management’s self-analysis of risk management and internal control.

The Board has reviewed the adequacy of resources for internal audit, accounting and financial reporting
of the Group and staff qualification and experiences. Following its business development, the Group will
review the overall resources for accounting, internal audit and financial reporting on an on-going basis,
and continue to boost staff recruitment and training as well as the investment in and budget of information
technology systems.

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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The board (the “Board”) of directors (the “Directors”) of the Company presents their report together with the audited
financial statements (the “Financial Statements”) of the Company and its subsidiaries (together the “Group”) for the
year ended 31 December 2017 (the “Year”).

KEY FINANCIAL FIGURES

2017 2016
(RMB’000) (RMB’000)
Revenue 36,581,679 33,007,917 10.83%
Profit before taxation 1,570,565 1,797,895 (12.64%)
Profit attributable to owners of the Company 408,107 806,066 (49.37%)
Diluted earnings per share attributable to owners of
the Company (RMB) 0.21 0.41 (48.78%)
Diluted net assets per share attributable to owners of
the Company (RMB) 6.60 6.12 7.84%
Net cash generated from operating activities 3,535,211 2,170,645 62.86%
Note 1: Reason for choosing the key financial figures and relationship with the Group’s objective

Note 2:

Note 3:

The Company is a joint stock limited company registered in the People’s Republic of China (the “PRC”), the H shares of
which are listed on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The Group is principally engaged
in electronic high-tech, retail and consumer products, trade logistics and real estate businesses. It is a group with
comprehensive businesses. The selection of key financial figures can prompt the Group to conduct in-depth research
and understand the changes in market demand including the changes in consumer goods market. The key financial
figures can also prompt the Group to assess the performance of the Group’s production throughout the Year, correctly
determine the direction of production development of the Group, optimise related products upgrading and focus on
professional fields. Strengthening the management of the relevant key financial figures of the Group can enhance the
competitiveness of the Group.

Trends represented by each key financial figure

The revenue, profit before taxation, profit attributable to owners of the Company and diluted earnings per share
attributable to owners of the Company are the most basic and most important financial figures. Although the key
financial figures of the Year indicate a decline as compared to last year, the key financial figures can reflect that while the
Group is focusing on its business after its exit of the residential real estate development business, the business activities
of the Group still remain normal. The Group will strengthen its internal management work and minimise the Company’s
various costs so as to further assess the Group’s profit generated from its operations and enable the Group to make
more correct business decisions. The key financial figure of diluted net assets per share reflects the real interest of the
controlling shareholder of the Company after conversion of the permanent subordinate convertible securities issued
by the Company. The growth of this financial figure indicates that the Group continues to create value with reasonable
capital and debt structure and potential for investment. The key financial figure of net cash generated from operating
activities is the core operating indicator of the Group. The health level of cash flow is closely related to the business
development of the Company. The net cash generated from the Company’s operating activities for the Year increased
significantly year-on-year. It shows that the Company has made great strides in industrial competitiveness and strategic
customer cooperation.

For further information analysis on major trends, please refer to “Management Discussion and Analysis”.
Difference between the key financial figures and financial statements

No difference is noted between the key financial figures and the Financial Statements.
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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 2017, 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.

THE MAIN RISKS

Business Environment Risk

In 2017, the global economy slowly recovered and the global economy showed signs of stabilisation in the short
term. The year of 2017 is an important year for the implementation of the “13th Five-Year Plan” in China, and is a
year of deepening structural reforms on the supply side. China’s economy has shifted from a high-speed growth
stage to a high-quality development stage. As affected by deep institutional mechanisms, the domestic economy is
still facing traditional overcapacity, low real economy investment efficiency and structural imbalances in the financial
and real economy, finance and real estate and financial systems. Changes in the international and domestic
political, economic and social environment, as well as government policies, laws and regulations, etc., may have a
significant impact on the Group’s business, financial conditions and operating performance.

The Group will build business model tools to enhance strategic planning ideas to respond to changes in the
business environment, conduct research and analysis of macroeconomic policies, macroeconomics, business
environment and industry policies and formulate countermeasures through relevant departments in response to
the impact of policy changes. This reduces the sensitivity of the Group’s businesses to the risks of the business
environment.

Innovation Risk

Due to the rapid technological upgrading of the Group’s high-tech business, the lack of research and development
investment or innovation capability will lead to high-tech products failing to meet the market demands and facing
the risk of being eliminated. In addition, when the Group faces the market environment with rapid consumption
upgrades and customer needs which are constantly changing, insufficient awareness of overall innovation will lead
to bottlenecks in the Group’s business growth.

In response to the innovation risk, on the one hand, the Group will strengthen the construction of innovative talents,
establish a sound innovation and incentive mechanism and create a culture of organisational innovation, and on the
other hand, the Group will strengthen independent research and development investment and raise awareness of
patent protection in order to reduce the innovation risk faced by the Group.

Exchange Risk

As part of the Group’s businesses are settled in foreign currencies and there are frequent fluctuations in
international exchange rates, the Group is exposed to the risk of exchange losses. The exchange risk may lead to
the economic loss of the Company.
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In response to the exchange risk, the Group requires subsidiaries that are principally engaged in international
business to promptly report the exchange information to the Group. The Group strengthens the collection, analysis
and identification of foreign exchange risk information and formulates standard response procedures to reduce
the impact of exchange risk. The Group will also select appropriate financial products to reduce the impact of
exchange risk.

Overseas Operation Risk

Due to the wide range of national conditions and different political and economic environments of various countries,
the operation of the Group’s overseas business faces the diversified risk in deepening the old market and opening
up the new markets. In addition, the management work of some overseas projects is also affected by overseas
political and economic environment. Therefore there is risk that the operation progress of the overseas projects
cannot meet the expectations.

The Group will establish sound system and procedures to conduct full-process management of overseas projects.
Before proceeding with the overseas projects, the Group will conduct prudent and comprehensive evaluation on
the feasibility of the overseas projects and assess the business management capabilities of the Group. During the
process of the overseas projects development, the Group will establish risk warning indicators and monitoring
systems to strengthen daily supervision. After the completion of overseas projects, a post-evaluation mechanism
will be established by the Group. The above measures will enable the Group to reduce the risk of overseas
operations.

Recovery Risk of Accounts Receivable

The products of many subsidiaries of the Group are based on the provision of credit sales for customers. If
those subsidiaries fail to reconcile their accounts with customers in a timely manner and there are no tracking
management and analysis on overdue receivables with collection measures lacking of strength and timeliness, it will
not be conducive to the timely recovery of accounts receivables. This may have a material adverse effect on the
Group or its subsidiaries.

Many subsidiaries of the Group have established receivables management systems. They established market
analysis mechanism and continued to focus on customer credit risk. They continuously tracked and managed the
downstream customers’ daily operations, credit status and other information and conducted dynamic management
on their credit ratings and credit limits. In the future, the Group will further strengthen its system and internal control
recommendations for the subsidiaries, urge them to improve their management systems on accounts receivable
and customer credit, establish risk early warning system and reduce the risk posed by accounts receivable to the
Group as much as possible.

In addition to the above main risks, there may be other risks and unfavorable factors. The Company will actively
respond to various tasks. Investors are suggested to seek the opinions of investment advisors or make judgment
on their own before investing in the Company’s securities.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group promotes green development, actively implements energy saving and emissions reduction and
continuously promotes the development of environmental protection. The Group strengthens clean production and
applies new technologies to promote a low-carbon economy. The Group actively carries out green environmental
promotion activities. During its daily operations, it advocates that employees shall save paper, electricity and water.
The production-oriented enterprises of the Group actively builds internal energy management systems and energy
management centers to improve energy efficiency. The Shenzhen factories of Shennan Circuit Co., Ltd which is
a subsidiary of the Company have obtained the ISO 14001 environmental management system certification. AVIC
International Renewable Energy Development Co., Ltd has provided energy-saving management services and made
contributions to the green and environmental protection and harmonious development of the entire society.
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RELATIONSHIP WITH SUPPLIERS, CUSTOMERS, EMPLOYEES AND OTHER
STAKEHOLDERS

The Group has always complied with its commitment to business ethics. The Group identifies and seeks to achieve
win-win results in every commercial activity, and spares no effort to create value for suppliers, customers, society
and other stakeholders. For suppliers, we adhere to the principle of fair and prudent selection and establish a
long-term cooperation mechanism. For customers, we continuously improve our services and provide high-quality
and reasonably priced products. For employees, we remain people-oriented and attach great importance to the
interests of our employees. For other stakeholders, we institutionalise and systemise social welfare activities and
promote social development through commercial activities.

Relationship with Suppliers

The Group consistently establishes good and lasting supply and demand relationships with the suppliers which
legally exist under the laws with normal operation and sound financial condition. The purpose is to ensure the
stability of the supply of required goods. For example, the raw materials and other commodities which are required
by the electronic high-tech business of the Group usually come from suppliers with which the Group has already
established cooperative relationships. In order to maintain the high standard quality and reputation of the products,
we also purchase the required commodities from the suppliers in accordance with the market conditions and
market price. Our priority selection is to purchase raw materials and equipment with good quality from large
reputable suppliers.

The Group usually implements various measures to monitor the performance of suppliers. The monitoring measures
include sampling inspections and field inspections. When entering into a supply agreement with a supplier, the
Group requires the supplier to provide goods that meet the quality requirements under the agreement and be
responsible for any product defects. Our supply agreements do not have an automatic renewal clause.

Relationship with Customers

The Group is customer-centric and puts emphasis on the quality of products delivered and the quality of services
provided. The Group strictly controls every aspect of production of products and provision of services so as to
ensure the satisfaction of the customers. The Group complies with the Product Quality Law of People’s Republic
of China and the relevant regulations of the Group to provide the customers with products and services that meet
the required standards and also assume responsibility for after-sales. According to the rules and regulations of
different industries, the Group usually collects prepayments from customers and collects the final payments after
the products have been delivered and accepted or the services have been provided and accepted. The Group
pays great attention on customer information protection and implements strict confidentiality rules and regulations
to protect the information obtained during the process of sales and handling customer complaints. In addition, the
Group has certain potential for providing customers with customised products and services by relying on its good
reputation and technical support.
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Relationship with Employees
The Group provides competitive compensation packages to attract and motivate employees. The Group regularly
reviews employees’ compensation plans and makes necessary adjustments to meet market standards. The Group
also provides training and development opportunities to the employees so that they can perform at their best to
achieve the goals of the Group.

At the end of 2017, the Group had a total 39,057 employees and the total number of employees increased by 651
over 2016. In the year of 2017, the Group incurred staff costs of approximately RMB4,220,025,000. Based on
the position sequence combining with human resources strategies, the Group has established a payment system
that was oriented by employees’ performance and competency. Through the performance appraisal system, the
Group correlates the annual business objectives with the performance appraisal of the employees. The correlation
provided an effective guarantee for the recruitment, retention and motivation of the Group’s talents. The Group
has established AVIC Business School which provides the employees with systematic training and fair promotion
opportunities to help the employees continuously improve the accumulation of knowledge, skills and experience
and realise the value of their lives. In addition, The Group pays all statutory social insurance and welfare benefits for
all employees who have already established labor relations with the Company. The Group has established a love
fund and a psychological counseling hotline which cares for employees’ mental health during their spare time and
helps those who are in life difficulties to resolve their immediate needs.

COMPLIANCE WITH RELEVANT LAWS AND REGULATIONS

The Company is a state-owned enterprise incorporated in the People’s Republic of China (the “PRC”). It is governed
by laws and regulations of the PRC and regulated by the State-owned Assets Supervision and Administration
Commission of the State Council of PRC and other relevant regulatory authorities. The Group strictly abides by
domestic laws and regulations such as the Company Law of PRC, the Securities Law of PRC, the Environmental
Protection Law of PRC and Administrative Measures on Supervision and Management of State-owned Assets
Transactions. The relevant provisions on State-owned assets supervision further protect the interests of the Group
in asset transactions and were conducive to the maintenance and appreciation of assets of the Group.

The H shares of the Company are listed on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”).
The Company is also regulated by the Stock Exchange and Securities and Futures Commission of Hong Kong. The
Group operates strictly in accordance with the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) and the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”) and other laws
and regulations. The relevant provisions of the Listing Rules ensure that the Group will continue to seek more fair
and reasonable opportunities in various transactions, which will help protect the interests of shareholders.

In addition, the Group conducts business in different countries and needs to comply with the relevant laws and
regulations in the places where business develops. The Group strictly abides by various laws and regulations in
different countries and regions in the course of its operations, which promotes the standardised operation of the
Group and helps protect the interests of shareholders and other stakeholders. During the year ended 31 December
2017, the Group had complied in all material respects with various laws and regulations of different countries and
regions.

For details of the above environmental policies and performance, relationship with suppliers, customers, employees

and other stakeholders and compliance with relevant laws and regulations, please refer to the Environmental, Social
and Governance Report which is to be published by the Company before 30 June 2018.
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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.

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 2017 are set out in the Financial Statements.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the distributable reserves of the Group were approximately RMB5,490,869,000 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 2017, the statutory general reserve fund of the Company is as
follows:

RMB’000 RMB’000

Statutory general reserve fund 18.91% 220,507 16.21% 189,058

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 47 to the Financial Statements.

FIVE YEARS FINANCIAL SUMMARY

A summary of the Group’s operating results, assets and liabilities for the past five financial years ended 31
December 2017 is set out in the section headed “Financial Highlights” in this annual report.

114 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2017



Report of the Directors

MANAGEMENT CONTRACTS
As at 31 December 2017, 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 2017, the Group’s total purchases from the five largest suppliers were
RMB3,381,702,000, accounting for approximately 11.35% of the Group’s total purchases for the year ended 31
December 2017. The largest supplier accounted for approximately 3.59% of the Group’s total purchases.

For the year ended 31 December 2017, the Group’s sales to the five largest customers accounted for
approximately 19.73% (2016: approximately 22.36%) of the Group’s turnover for the year. The largest customer
accounted for approximately 4.90% (2016: approximately 8.94%) of the Group’s turnover.

As at 31 December 2017, 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 2017 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 2017 is set out in Note 29 to the
Financial Statements.

TAXATION
Details of the Group’s taxation for the year ended 31 December 2017 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.
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SUBSTANTIAL SHAREHOLDERS
As at 31 December 2017, 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:

Name of shareholder

Aviation Industry Corporation of China,
Ltd. (“Aviation Industry”)

AVIC International Holding Corporation
(“AVIC International”)

AVIC International Shenzhen Company
Limited (“AVIC Shenzhen”)

Other shareholders

CK Hutchison Holdings Limited

Cheung Kong (Holdings) Limited

Cheung Kong Investment

Company Limited

Empire Grand Limited

Hutchison Whampoa Limited

Hutchison International Limited

Capacity

Interest of controlled
corporation

Interest of controlled
corporation

Beneficial owner

Interest of controlled
corporations

Interest of controlled
corporations

Interest of controlled
corporation

Beneficial owner

Interest of controlled
corporation

Beneficial owner
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Number and
class of
securities

1,634,608,792
domestic shares
(Note 1)

1,634,608,792
domestic shares
(Note 1)

429,774,574
domestic shares
(Note 1)

57,144,000
H shares
(Note 2)

57,144,000
H shares
(Note 2)

28,573,000
H shares
(Note 2)

28,573,000
H shares
(Note 2)

28,571,000
H shares
(Note 2)

28,571,000
H shares
(Note 2)

Approximate
percentage of
the same class
of securities

196.24% 140.17%
196.24% 140.17%
51.60% 36.85%
17.15% 4.90%
17.15% 4.90%
8.68% 2.45%
8.58% 2.45%
8.68% 2.45%
8.58% 2.45%
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SUBSTANTIAL SHAREHOLDERS (continued)

Long positions in the Shares: (continued)

Approximate Approximate
Number and percentage of percentage of

class of the same class total registered

Name of shareholder Capacity securities of securities share capital
Jiang Jian Jun Beneficial owner & 15,398,000 4.62% 1.32%
interest of controlled H shares
corporation (Note 3)
China Silver Investments Beneficial owner 15,398,000 4.62% 1.32%
Development Ltd H shares
(Note 3)
Notes:

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.

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.

As at 31 December 2017:

(M 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
RMB2,663,465,514 which may be converted into 767,569,312 domestic shares at the initial conversion price of
RMB3.47 (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
RMBS3.47 (subject to the adjustment pursuant to the terms of perpetual subordinated convertible securities).

(3) Beijing Raise Science Co., Ltd. (the “Beijing Raise”) held the perpetual subordinated convertible securities (the
“PSCS”) issued by the Company in total of RMB1,058,729,021. In October 2017, Beijing Raise transferred all
the PSCS at the consideration of RMB1,137,943,200 which was put on record by the State-owned assets
management department to AVIC International. Beijing Raise ceased to hold any PSCS issued by the Company.

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 the entire equity interest of China Silver Investments Development
Ltd., which held 15,398,000 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 2017 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, Ms. 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.

DIRECTORS’ AND SUPERVISORS’ INTERESTS IN SHARES

As at 31 December 2017, 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.
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DIRECTORS’ AND SUPERVISORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
At any time during the year ended 31 December 2017 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 2017, 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 2017.

EMOLUMENTS OF DIRECTORS AND SUPERVISORS

Details of the emoluments of the Directors and Supervisors are set out in Note 48 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.

DIVIDENDS

The Board recommended the payment of a final dividend of RMBO0.05 per share for the year ended 31 December
2017. Subject to the approval of the shareholders at the forthcoming annual general meeting and subject to further
announcement(s) in respect to the book closure dates, record date and payment date, the proposed 2017 final
dividend is expected to be distributed to shareholders on or around 8 August 2018.

CAPITAL STRUCTURE

2017 2016
(RMB’000) (RMB’000)
Total borrowings 22,843,811 18,589,087
Total liabilities 45,748,322 39,414,224
Non-controlling interests 14,821,698 13,327,266
Equity attributable to owners of the Company 12,993,036 12,039,247
Total assets 73,563,056 64,780,737
Borrowings to equity ratio* 82.13% 73.28%
Liabilities to equity ratio* 164.48% 155.38%

* 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
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LIQUIDITY AND CAPITAL RESOURCES

As at 31 December 2017, the cash and cash equivalents of the Group amounted to approximately
RMB12,222,026,000 (2016: RMB9,020,381,000), which were mainly derived from the following sources:

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

° Bank loans, borrowings from related parties; and

° Revenue from operations.

As at 31 December 2017, the total borrowings of the Group amounted to approximately RMB22,843,811,000
(2016: RMB18,589,087,000) with annual interest rate ranging from 0% to 6.88% (2016: 0% to 6.44%), of which
the current borrowings amounted to approximately RMB12,298,881,000 (2016: RMB9,608,905,000) and the non-

current borrowings amounted to RMB10,544,930,000 (2016: RMB8,980,182,000).

During the year ended 31 December 2017, the capital expenditure of the Group amounted to approximately
RMB8,308,938,000, the details of which are set forth below:

Company Name

Project Name

Amount
RMB’000

Fiyta Ancillary construction for the watch industrial base in Guangming 43,244
New Area, and purchase of other long-term assets
Engineering Company Purchase of a new office building in Colombo, capital of Sri Lanka 58,686
Hunan AVIC Fastening Hengyang Songmu Industrial Park Project 62,166
Systems Co., Ltd.
(HE AL ER B R At
BRAR])
Heng Yang AVIC Phase | of the sewage treatment station project 26,299
Electroplating Centre
Co., Ltd.
(E7F% H AT B 3
BRAR)
Xiamen Company Self-owned part of AVIC Zijin Plaza (F1£ 4 &%) 5,926
Tianma Company Project of the 6th generation of AMOLED production lines for 7,350,366
Wuhan Tian Ma, and various technological transformation
projects
Shandong New Ship Port construction and equipment 27,105
Building Co., Ltd.
RED Company Integrated Energy Saving Project in Tai An 8,282
SCC Research and development projects, technological transformation 624,317
projects, and base construction for Nantong Project and Wukxi
Shennan
Guangzhou Company Project construction and maintenance of the bitumen base 57,769
Beijing Company Installation of cement equipment, project of Humboldt China 44,778
Design Institute, expansion of East-African Operation Centre,
and investment projects in Cuba and Zambia
Total 8,308,938
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LIQUIDITY AND CAPITAL RESOURCES (continued)
The Group is expected to incur a capital expenditure of approximately RMB16,565,630,000 for the year ended 31
December 2018, with details as follows:

Company Name Project Name 2018

Amount

[(2117/=30[00)]

Tianma Company Wuhan Tianma G6 project, Xiamen Tianma G6 project, 14,372,830

the organic light-emittng G5.5 line project, etc.

SCC Multilayer printed circuit board project and technological 1,031,540
transformation project

Fiyta Engineering investment in the timepiece industrial base in Guang 363,000
Ming New District, etc.

Engineering Company Acquisition of upstream and downstream enterprises 500,000

AFM Company Construction and equipment investment in the Hengyang factory 101,000

Xiamen Company Project on the office building of AVIC Zijin Plaza 27,500

AVIC Lutong Industrial Construction of the bitumen base in Tianjin and other related 71,000

Co., Ltd. construction at the base

RED Company Projects in Luoyuan County, Dong’an, Tian’an, etc. 74,460

Weihai Shipyard New workshops at the dock, infrastructure renovation, etc. 17,700

Beijing Company Establishment of the engineering machinery operations center 6,600

Total 16,565,630

PLEDGED ASSETS
As at 31 December 2017, bank loans of RMB2,533,085,000 (31 December 2016: RMB948,043,000) of the Group
were secured by the following:

2017 2016

RMB’000 RMB’000

Trade and other receivables - 199,877
Buildings 1,167,465 942,810
Construction-in-process 27,042 -
Land use rights 375,821 200,327
Inventory 4,688 -
1,575,016 1,343,014
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LOAN-TO-EQUITY RATIO

As at 31 December 2017, the Group’s loan-to-equity ratio (total borrowings divided by shareholders’ equity) was
82.183% (2016: 73.28%), whilst the liability-to-equity ratio (total liabilities divided by shareholders’ equity) was
164.48% (2016: 155.38%).

ENTRUSTED DEPOSITS AND OVERDUE TERM DEPOSITS
During the year ended 31 December 2017, the Company did not have entrusted deposit or overdue term deposit in
any form.

ISSUE, PURCHASE, SALE OR REDEMPTION OF SHARES
During the year ended 31 December 2017, neither the Company nor any of its subsidiaries issued, purchased, sold
or redeemed the Company’s listed securities.

EMPLOYEES AND REMUNERATION

As at 31 December 2017, the Group had approximately 39,057 employees (2016: 38,406), with employee-related
costs of approximately RMB4,220,025,000 (2016: RMB4,031,585,000). The Group formulated market-competitive
remuneration policies with reference to market conditions and individual employees’ performance.

SOCIAL INSURANCE SCHEMES

The Group has participated in the retirement insurance scheme and health insurance scheme managed by Chinese
governmental authorities. Pursuant to relevant laws and regulations, the Group shall make monthly contributions of
retirement insurance fund and health insurance fund to such governmental authorities, which amount to 22% and
8% of the monthly salary of its employees respectively. Of such contributions, the Group shall bear 14% and 6%
respectively, with the remaining amounts borne by the employees.

Pursuant to the above social insurance schemes, governmental authorities shall pay pensions to the retired
employees of the Group and bear general medical expenses for the employees of the Group.

For the year ended 31 December 2017, the fees withdrawn from the social insurance schemes of the Group
amounted to approximately RMB478,667,000 (2016: approximately RMB452,887,000).

CHANGES OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Mr. Liu Hong De and Ms. Zhou Chun Hua were appointed as executive Directors of the Company at the
extraordinary general meeting of the Company held on 15 February 2017, with a term up to the 2017 annual
general meeting to be held by the Company in 2018. Mr. Wu Guang Quan and Mr. Pan Lin Wu no longer served as
executive Directors of the Company due to change of job assignments. For details, please refer to the Company’s
announcements dated 13 December 2016, 28 December 2016 and 15 February 2017 and the circular dated 30
December 2016.

FOREIGN EXCHANGE RISK

As the Group’s products are mainly distributed domestically and its export business is mainly settled in US dollar or
HK dollar, due to the greater fluctuation of exchange rate in recent years, the Group has been managing its foreign
exchange risks and actively addressing the exposure to foreign exchange fluctuation.
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FINANCIAL GUARANTEE CONTRACTS

As at 31 December 2017, the Group had the following financial guarantees outstanding:

Guarantor

Guarantor’s
relationship
with the
Company

Guaranteed party

Guaranteed party’s
relationship with
the Company

2017
Outstanding
amounts
guaranteed
RMB’000

2016
Outstanding
amounts
guaranteed
RMB’000

Tianma Company Subsidiary of Shanghai Tianma Organic Light-Emitting Associated company 757,386 682,672
the Company Technology Company Limited*
(EBREEHERBRRMERAR)
Beijing Company Subsidiary of Tuofu Yuanyang Shipping Company Limited* Third Party 126,168 =
the Company (RERFGEBRDA)
Xiamen Company Subsidiary of Xiamen Tianma Microelectronics Company Limited*  The guarantor holds 94,966 176,000
the Company. (BEFRASEHETERDRA) 6% equity interests
in the guaranteed
company
Engineering Company  Subsidiary of CATIC Construction Engineering Company Limited*  Associated company 53,900 -
the Company (FMBETIRERRAR)
Beijing Company Subsidiary of Taizhou AVIC Shipbuilding Heavy Industry Limited*  Third Party - 347,040
the Company EMPmMHEIERAR)
Beijing Company Subsidiary of Zhengli Ocean Engineering Company Limited* Third party - 11,710
the Company. (ENEFIRERAR)
TED Company Subsidiary of AVIC Wang Xin Beijing Science and Technology Co., Associated company - 25,000
the Company Ltd* (FAAE GLR) BEEERAF)
Engineering Company  Subsidiary of CATIC Construction Engineering Company Limited*  Associated company - 127,400
the Company. (FMBETIRERAR)
The Company = Shenzhen AVIC Resources Co., Ltd.* Fellow subsidiary - 714,000
(R RERERAR)
The Company = Qinghai AVIC Resources Co., Ltd.* Fellow subsidiary - 475,470
(BEEPHRERERAR)
The Company - Kunming AVIC Phosphorus Chemical Co., Ltd.* Fellow subsidiary - 34,000
(ERTHRBHEIERAR)
The Company - Yunnan Hongfu Fertilizer Co., Ltd.* Fellow subsidiary - 6,430
(ERAEEERAT)
The Company - Qinghai AVIC Silicon Material Co., Ltd.* Fellow subsidiary - 23,344
(BEETPMBEBRART)
1,032,420 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 13 June 2014, Tang Energy Group Limited (the “Tang Energy”), Soaring Wind Energy LLC. (“Soaring Wind”)
and its other group members (collectively, the “Claimants”) filed an arbitration claim with the American Arbitration
Association against CATIC USA Inc (“CATIC USA”), the controlling shareholders of the Company and subsidiaries
of the Company (including, among others, Aviation Industry, AVIC International and RED Company) (collectively,
the “Respondents”) in respect of a dispute (the “Dispute”) arising out of a joint venture agreement (the “Arbitration
Claim”). The Arbitration Claim is the claim brought by the Claimants against the Respondents in respect of a dispute
arising out of a joint venture agreement (the “JV Agreement”) entered into between Tang Energy and CATIC USA
in 2008 whereby the Claimants treated CATIC USA as the agent of Aviation Industry in the USA, and all involved
Aviation Industry groups and their subsidiaries are deemed as a “single group”, all of which shall be bound by the
exclusivity provisions under the JV Agreement. Therefore, the Claimants seek damages totalling US$2.25 billion
from the Respondents for the alleged breach of the JV Agreement. After the Respondents receiving final decision
on the Arbitration Claim issued by the International Centre for Dispute Resolution of International Arbitration Tribunal
in December 2015 (the “Decision”), pursuant to which the Respondents were jointly and severally liable to pay
to the Claimants damages and fees (including but not limited to compensation, attorneys’ fees and expenses) in
relation to the Dispute in the total amount (the “Amount”) of approximately US$71,000,000, the Group had engaged
a law firm to assist in the Arbitration Claim and has taken further legal action against the Decision. 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 announcement the Statement of
Defense of the Opposition Application has been completed and the court has not made the ultimate final decision.
The impact of the Arbitration Claim on the Company is subject to the results of the Opposition Application and
other progress in the future. Meanwhile, the Decision has not determined the proportion of the Amount to be
assumed by each of the Respondents. The payment of the Amount is still pending the decision of the court and
there is uncertainty in relation to the enforcement of the Decision. The Company will made further announcement if
there is further development. For details, please refer to the announcements of the Company dated 29 April 2015
and 22 December 2015.

Save as disclosed above, as at the date of this announcement, the Directors were not aware of any litigation or
claim of material importance pending or threatened against any member of the Group.

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.
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS

Among the related party transactions disclosed in note 46 “significant related party transactions” to the Financial
Statements, the following transactions constitute connected transactions or continuing connected transactions for
the Company under the definition of “connected transaction” or “continuing connected transaction” in Chapter 14A
of the Listing Rules and are required to be disclosed in this annual report in accordance with Rule 14A.71 and Rule
14A.72 of the Listing Rules. The Company confirmed that the Company complied with the disclosure requirements
in accordance with Chapter 14A of the Listing Rules. Please see below the information required to be disclosed in
compliance with Chapter 14A of the Listing Rules.

Material events

1.

Discloseable Transaction, Connected Transaction, Very Substantial Acquisition and Very Substantial
Disposal — Acquisition of 2 Subject Companies Including Xiamen Tianma by Tianma Company and Proposed
A Shares Placing of Tianma Company

On 10 March 2017, Tianma Company entered into two separate framework agreements (the “Xiamen
Tianma Framework Agreement” and the “Tianma Organic Framework Agreement”, collectively, the
“Framework Agreements”) with (a) AVIC International, AVIC International Shenzhen Company Limited (“AVIC
Shenzhen”), China National Aero Technology Xiamen Company Limited (B Z#1TEFIGR A R) (the
“Xiamen Company”) and Xiamen Jincai Industrial Development Company Limited (EF9 & EXZEEER
A A]) (“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 Zhangjiang Company”) in relation to the acquisition of 60% equity
interest in Tianma Organic Company (the “Xiamen Tianma Acquisition” and the “Tianma Organic Acquisition”,
collectively, the “Acquisitions”).

Pursuant to the Framework Agreements, the consideration for the Acquisitions will be fully settled by issue
of consideration shares (the “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 (as defined in the announcement of the Company dated 10 March 2017). 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 Company proposes to issue not more than 111,987,085
new A shares (the “Placing Shares”) to not more than 10 investors (the “Proposed A Shares Placing”). The
placing price of the Placing Shares shall not be lower than 90% of the Average Price for the Proposed A
Shares Placing (as defined in the announcement of the Company dated 10 March 2017) 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 colour filter (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.
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Material events (continued)

1.

126

Discloseable Transaction, Connected Transaction, Very Substantial Acquisition and Very Substantial
Disposal — Acquisition of 2 Subject Companies Including Xiamen Tianma by Tianma Company and Proposed
A Shares Placing of Tianma Company (continued)

The Xiamen Tianma Acquisition constitutes a very substantial acquisition of the Company under Chapters
14 and 14A of the Listing Rules and a connected transaction and is subject to the reporting, announcement
and independent shareholders’ approval requirements.

On the other hand, the Tianma Organic Acquisition constitutes a discloseable transaction of the Company
under Chapter 14 of the Listing Rules and is subject to the reporting and announcement requirements
pursuant to the Listing Rules.

Assuming the Acquisitions have been completed, upon issue of the Consideration Shares (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 Company 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 Company proceeds with the Proposed A Shares
Placing after completion of the Acquisitions, the equity interests of the Company held in Tianma Company
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 Company
(assuming 111,987,085 new A Shares are issued) upon completion of the Proposed A shares Placing. Such
dilution in interest in Tianma Company as a result of the Consideration Issue and the Proposed A Shares
Placing will constitute a deemed disposal of interest in Tianma Company 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 Company 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. The Acquisitions and the Proposed A shares Placing
have been approved by the independent shareholders of the Company at the extraordinary general meeting
held on 12 June 2017. Please refer to the announcement of the Company dated 10 March 2017, the circular
dated 28 May 2017 and the extraordinary general meeting’s poll result announcement of the Company
dated 12 June 2017 for details.

The asset appraisal reports of Xiamen Tianma Company and Tianma Organic Company have been filed with
the SASAC on 17 August 2017 and 22 August 2017, respectively.

On 23 August 2017, Tianma Company entered into the following formal agreements (collectively, the
“Formal Agreements”) in relation to the Xiamen Tianma Acquisition and the Tianma Organic Acquisition as
contemplated under the Framework Agreements:

(1) the asset acquisition agreement (the “Xiamen Tianma Formal Agreement”) in relation to the
acquisition of an aggregate of 100% equity interest in Xiamen Tianma Company with AVIC
International, AVIC Shenzhen, Xiamen Company and Xiamen Jincai for an aggregate consideration of
RMB10,452,506,800 (equivalent to approximately HK$12,241,681,897); and

2) the asset acquisition agreement (the “Tianma Organic Formal Agreement”) in relation to the
acquisition of an aggregate of 60% equity interest in Tianma Organic Company with Shanghai
Investment Company and Shanghai Zhangjiang Company for an aggregate consideration of
RMB656,900,600 (equivalent to approximately HK$769,343,501).
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS (continued)

Material events (continued)

1.

Discloseable Transaction, Connected Transaction, Very Substantial Acquisition and Very Substantial
Disposal — Acquisition of 2 Subject Companies Including Xiamen Tianma by Tianma Company and Proposed
A Shares Placing of Tianma Company (continued)

As Tianma Company has already distributed dividend for the year of 2016 on 26 July 2017, the issue price
of the Consideration Shares and the placing price of the Placing Shares was adjusted to RMB17.17 per A
Share and the consideration under the Acquisitions will be settled in full by a total of 647,024,307 A shares
to be allotted and issued by Tianma Company as Consideration Shares and the number of Placing Shares
will be 110,658,124. For details, please refer to the announcement of the Company dated 23 August 2017.

Each of the Acquisitions and the Proposed A Shares Placing has been approved by SASAC and the
shareholder’s meeting of Tianma Company. Please refer to the announcement of the Company dated 8
September and 15 September 2017 for more details.

On 6 December 2017, Tianma Company was informed by CSRC that the Consideration Issue and the
Proposed A Shares Placing had been approved at the 68th conference meeting for 2017 of the Review
Committee of Merger, Acquisition and Reorganisation of Listed Companies (EFT AR HEEHAEZZES)
of the CSRC convened on 6 December 2017. Please refer to the announcement of the Company dated 6
December 2017 for details.

On 15 January 2018, Tianma Company received a written approval from CSRC issued on 11 January 2018
on the Consideration Issue and the Proposed A Shares Placing with a validity period of twelve months from
the date of issue. The major terms of the approval are as follows:

1. Tianma Company was approved to issue 389,610,040 new A shares, 89,488,555 new A Shares,
93,141,147 new A shares, 36,525,940 new A shares, 25,505,748 new A Shares and 12,752,877 new
A shares to Xiamen Jincai, AVIC International, AVIC Shenzhen, AVIC Xiamen, Shanghai Investment
Company and Shanghai Zhangjiang Company respectively for the Consideration Issue;

2. Tianma Company was approved to raise no more than RMB1,900,000,000 for the Proposed A
Shares Placing.

For details, please refer to the announcement issued by the Company on 15 January 2018.

On 31 January 2018, Tianma Company completed assets transfer for its acquisition of two subject
companies, namely Xiamen Tianma Company and Tianma Organic Company. On the date of assets transfer
completion, Shanghai Tianma and Xiamen Tianma Company became the wholly-owned subsidiaries of
Tianma Company respectively; hence, the Entrusted Management Agreement signed between Shanghai
Tianma and Xiamen Tianma Company on 4 March 2016 has been terminated. Tianma Company issued
an aggregate of 647,024,307 A Shares (equivalent to the total number of Consideration Shares under the
Acquisitions) to six transferees, including AVIC International, AVIC Shenzhen, Xiamen Company and Xiamen
Jincai. Such A Shares were listed on the Shenzhen Stock Exchange on 2 February 2018. Please refer to the
announcements of the Company dated 22 January 2018 and 31 January 2018 for more information.
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Material events (continued)

2.
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Proposed Mandate in Relation to the Possible Major Disposal and Connected Transaction

On 17 May 2017, the Board resolved to dispose of 47.12% equity interest in AVIC International Vanke
Company Limited (“AVIC Vanke”) (the “AVIC Vanke Interest”) held by the Company. As the Company and
AVIC International both are state-owned enterprises and the AVIC Vanke Interest constitutes State-owned
assets, the disposal of the AVIC Vanke Interest by the Company is required to go through the process
of public tender through an equity exchange in accordance with the relevant laws and regulations of the
PRC governing the disposal of State-owned assets. It is proposed that the Company will, jointly with
AVIC International, conduct the disposal of the 60% interest in AVIC Vanke in aggregate in relation to their
respective 47.12% and 12.88% equity interest in AVIC Vanke through China Beijing Equity Exchange.

Based on the preliminary appraised value of AVIC Vanke as at 31 December 2016, it is expected that
the minimum bidding price for the Proposed Disposal shall be in the range of RMB1,780,440,000 to
RMB1,876,680,000. The minimum bidding price of the AVIC Vanke Interest will be determined based on
the appraised value of AVIC Vanke with reference to prevailing market prices subject to the approval from
relevant regulatory authorities of State-owned assets in the PRC.

The final consideration will depend on the final bid price offered by the successful bidder for the AVIC Vanke
Interest, but will in any event be no less than the relevant minimum bidding price.

Given that (i) AVIC International is a controlling Shareholder holding approximately 37.50% of the issued
share capital of the Company, and it holds 100% equity interest of AVIC Shenzhen, which in turn is a
controlling Shareholder holding approximately 33.93% of the issued share capital of the Company; and
(i) AVIC International directly held 12.88% equity interest in AVIC Vanke, AVIC Vanke is an associate of
AVIC International and a connected person of the Company and the Proposed Disposal, if materialised,
will constitute a connected transaction of the Company pursuant to Chapter 14A of the Listing Rules.
Accordingly, AVIC International and its associates will abstain from voting in respect of the resolution(s)
relating to the grant of the Proposed Mandate at the forthcoming EGM.

As one or more of the applicable percentage ratios set out in the Listing Rules in respect of the Proposed
Disposal are more than 25% but less than 75%, the Proposed Disposal, if materialised, will also constitute a
major transaction of the Company under Chapter 14 of the Listing Rules.

As such, the Proposed Disposal and the transactions contemplated thereunder are subject to the reporting,
announcement and independent shareholders’ approval requirements under Chapters 14 and 14A of the
Listing Rules. The Proposed Disposal has been approved by the independent shareholders of the Company
at the extraordinary general meeting. For details, please refer to the announcements of the Company dated
17 May and 18 May 2017, the circular of the Company dated 22 September 2017, and the poll results of
the extraordinary general meeting dated 11 October 2017.
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Material events (continued)

2.

Proposed Mandate in Relation to the Possible Major Disposal and Connected Transaction (continued)

On 28 October 2017, the draft appraisal report of AVIC Vanke in relation to the Proposed Disposal was
approved by Aviation Industry and the final appraised value of the 100% equity interest in AVIC Vanke was
RMB3,847,131,600, pursuant to which, the minimum bidding price for the Proposed Disposal was set at
RMB1,812,768,410. On 3 November 2017, the formal process of public tender in respect of the Proposed
Disposal was set to take place at China Beijing Equity Exchange (“CBEE”) (it RE# X 5 Fff) on 6 November
2017 in accordance with the relevant requirements applicable to the transfer of state-owned equity interest.
The minimum bidding price for the Proposed Disposal was RMB1,812,768,410, which was determined with
reference to the appraised value of AVIC Vanke approved by Aviation Industry.

On 2 January 2018, the Company and AVIC International entered into an equity transaction agreement
with Henggin Zhong Chang Sheng Qi Hang Investment Centre (Limited Partnership) (&= KRNI
Eehl (BRA%)) in respect of the disposal of AVIC Vanke Interest and the disposal of 12.88% equity
interest in AVIC Vanke held by AVIC International at an aggregate consideration of RMB2,348,278,960. The
consideration for the disposal of AVIC Vanke Interest was RMB1,844,181,743.25. Upon completion of the
Potential Disposal, the Company will cease to have any equity interest in AVIC Vanke. For details, please
refer to the announcement issued by the Company on 2 January 2018.

Disposal of 756% Equity Interest in GIB Company

On 16 June 2017, the Company announced that it intended to dispose of its 75% equity interest in
Guangdong International Building Industrial Co., Ltd. (ERBIBRAEEEEGRAF) (“GIB Company”)
through a public tender process. The formal procedures for the public tender are proposed to commence
on 24 August 2017. The base price for transfer of the 75% equity interest in GIB Company shall be
RMB297,000,000.

Based on the base price of the tender for transfer of 75% equity interest in GIB Company of
RMB297,000,000, one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing Rules
in respect of the potential disposal is/are expected to be more than 5% but less than 25%. As such, the
potential disposal, if materialized, may constitute a discloseable transaction of the Company under Chapter
14 of the Listing Rules. For details, please refer to the announcements of the Company dated 16 June 2017
and 23 August 2017.
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Material events (continued)

4.

130

Proposed Spin-off and Separate Listing of SCC on 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 SCC, a subsidiary of the Company which is mainly engaged in the PCB business, on Shenzhen Stock
Exchange (the “Proposed Spin-off’). It is proposed that SCC will offer not more than 70,000,000 shares
(the “Offer Shares”), including new shares to be issued by SCC and up to 35,000,000 existing shares to
be sold by the Company. The indicative offer price of the A shares of SCC is expected to be RMB32.86
per A share and the expected maximum proceeds raised from the proposed A share listing of SCC will
be RMB2,300,000,000. The offer price per A share of SCC will depend on the domestic market condition
of PRC at the time of the proposed A share listing with reference to the quotation from target subscribers
or determined otherwise as agreed between SCC and the lead underwriter. The Board expected that the
Company will have an interest of not less than 50% in SCC upon the completion of the Proposed Spin-
off and proposed A share listing, SCC 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.

On 24 October 2017, the listing of SCC’s A shares on Shenzhen Stock Exchange was approved at the tenth
meeting of the seventeenth session of Issuance Examination Commission of CSRC. On 17 November 2017,
SCC received a formal approval in writing from CSRC with a validity period of 12 months from 17 November
2017.

On 6 December 2017, SCC issued 70,000,000 A shares at the offer price of RMB19.30 each upon
completion of its initial price inquiry. The subscription payment of both online and offline offer shares
was completed on 4 December 2017. The total amount of proceeds raised from SCC offering was
RMB1,351,000,000. After deducting the offering cost, the net proceeds raised from the offering amounted
to RMB1,268,000,000. The A shares of SCC (stock code: 002916) were listed on the Shenzhen Stock
Exchange on 13 December 2017. Upon completion of the offering, the Company holds 195,278,970 A
shares of SCC, representing 69.7425% of the total equity capital of SCC, which remains a non-wholly-
owned subsidiary of the Company. For details, please refer to the announcements issued by the Company
on 24 October, 17 November, 6 December and 11 December 2017.
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Connected Transactions

5.

Connected Transaction — Potential Disposal of 24.5% Equity Interest in AVIC Construction Engineering
through Public Tender

On 29 November 2017, the Board resolved to approve that the Engineering Company (a wholly-owned
subsidiary of the Company) and AVIC Shenzhen would conduct the disposal of the 75.5% interest in AVIC
Construction Engineering Company Limited (“AVIC Construction Engineering”) in aggregate in relation to
their respective 24.5% and 51% equity interest in AVIC Construction Engineering through CBEE. Based on
the appraised value of AVIC Construction Engineering as at 30 June 2017, it is expected that the minimum
bidding price for the disposal of 24.5% equity interest in AVIC Construction Engineering (the “Potential
Disposal”) would not be lower than RMB39,440,500.

As one or more of the applicable percentage ratios in respect of the Potential Disposal is more than
0.1% but all the applicable percentage ratios in respect of such transactions are less than 5%, the
Potential Disposal is subject to the reporting and announcement requirements, but is exempted from the
shareholders’ approval requirement under Chapter 14A of the Listing Rules.

The public tender process for the Potential Disposal commenced on 30 November 2017. On 23 January
2018, the Engineering Company and AVIC Shenzhen entered into an equity transaction agreement with
Shenzhen Lian Heng Investment Company Limited (&3JIHEEREBRAF]) (“Shenzhen Lian Heng”) in
respect of the disposal of 24.5% equity interest in AVIC Construction Engineering held by Engineering
Company and the disposal of 51% equity interest in AVIC Construction Engineering held by AVIC Shenzhen
at an aggregate consideration of RMB121,541,200. The consideration for the disposal of 24.5% equity
interest in AVIC Construction Engineering was RMB39,440,520. On 9 February 2018, AVIC Construction
Engineering completed assets transfer and the registration for such industrial and commercial changes.
Upon completion of the Potential Disposal, the Engineering Company no longer holds any equity interest in
AVIC Construction Engineering. For details, please refer to the announcement issued by the Company on 23
January 2018.
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Continuing Connected Transactions — Framework Agreements in relation to Leasing and Management of
Properties

The rental framework agreement (the “AVIC International Rental Framework Agreement”) dated 13 January
2014, entered into between the Company and AVIC International in relation to the leasing of real estate
properties by the Group to AVIC International and/or its associated companies, the tenancy framework
agreement (the “AVIC International Tenancy Framework Agreement”) dated 13 January 2014, entered into
between the Company and AVIC International in relation to the leasing of real estate properties to the Group
by AVIC International and/or its associated companies and the property management framework agreement
(the “AVIC International Property Management Framework Agreement”) dated 13 January 2014, entered
into between the Company and AVIC International in relation to the provision of property management
services to the Group by AVIC International and/or its associated companies are collectively referred to as
the AVIC International Framework Agreements. The AVIC International Framework Agreements expired on
31 December 2016. To renew the agreements, the Company entered into the new AVIC International rental
framework agreement (the “New AVIC International Rental Framework Agreement”), new AVIC International
tenancy framework agreement (the “New AVIC International Tenancy Framework Agreement”) and new
AVIC International property management framework agreement (the “New AVIC International Property
Management Framework Agreement”) with AVIC International on 13 January 2017, each of which for a
term from the date of its execution to 31 December 2019. The New AVIC International Rental Framework
Agreement, the New AVIC International Tenancy Framework Agreement and the New AVIC International
Property Management Framework Agreement are collectively referred to as the New AVIC International
Framework Agreements, a summary of the major terms of which is set out as follow:

(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 Rental Framework Agreement. The proposed annual caps for the three years from 2017
to 2019 will be RMB35,000,000.

() 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.
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Connected Transactions (continued)

6.

Continuing Connected Transactions — Framework Agreements in relation to Leasing and Management of
Properties (continued)

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.

Continuing Connected Transaction — Relevant Financial Services Framework Agreement

On 29 September 2015, the Company and AVIC Finance Co., Ltd. (T T ¥ EBEB B AR S ELQF) (‘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:

Year ended Year ended Year 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

Year ended Year ended Year 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
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Continuing Connected Transaction — Relevant Financial Services Framework Agreement (continued)

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.

On 11 August 2017, the Company entered into the supplemental financial services agreement (the
“Supplemental Financial Services Agreement”) with AVIC Finance, pursuant to which the existing maximum
daily outstanding balance of deposits (including accrued interest) placed by the Group with AVIC Finance
during the term of the financial services agreement dated 29 September 2015 entered into between
the Company and AVIC Finance in relation to the provision of financial services to the Group (details of
which are set out in the announcement of the Company dated 29 September 2015 and the circular of the
Company dated 24 November 2015) will be revised to RMBS3 billion for a term commencing from the date
(the “Effective Date”) on which all the conditions under the Supplemental Financial Services Agreement have
been satisfied (please refer to the paragraph headed “Conditions precedent” in the announcement of the
Company dated 11 August 2017 for details) to 31 December 2018. The revised caps for deposit services
under the Supplemental Financial Services Agreement are as follows:

For the period
from the Effective
Date to Year ending

31 December 31 December
2017 2018
(RMB) (RMB)

Revised deposit cap (the maximum daily outstanding
balances including accrued interests which is not
cumulative in nature, inclusive of foreign currency
converted into RMB) 3,000,000,000 3,000,000,000

Aviation Industry is the ultimate holding company of the Company and AVIC Finance. Aviation Industry
held approximately 62.52% of the equity interest in AVIC International (a controlling shareholder of the
Company holding approximately 37.50% of the issued share capital of the Company), which in turns owned
100% equity interest of AVIC Shenzhen (a controlling Shareholder holding approximately 33.93% of the
issued share capital of the Company), and Aviation Industry also directly and indirectly held the majority
of equity interest in AVIC Finance. Accordingly, AVIC Finance is a connected person of the Company and
the transactions contemplated under the Supplemental Financial Services Agreement constitute continuing
connected transactions of the Company pursuant to Chapter 14A of the Listing Rules. As the applicable
percentage ratios for provision of deposit services pursuant to the Supplemental Financial Services
Agreement exceed 5%, the transaction is subject to the reporting, announcement and the independent
Shareholders’ approval requirements under Chapter 14A of the Listing Rules.
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS (continued)

Connected Transactions (continued)

7.

Continuing Connected Transaction — Relevant Financial Services Framework Agreement (continued)

As one of the applicable percentage ratios in relation to the provision of deposit services under the
Supplemental Financial Services Agreement is more than 25%, such transaction constitutes a major
transaction of the Company and is subject to the reporting, announcement and the shareholders’ approval
requirements under Chapter 14 of the Listing Rules.

The Supplemental Financial Service Agreement has been duly approved by the extraordinary general
meeting of the Company. For details in relation to the Supplemental Financial Service Agreement, please
refer to the announcement issued by the Company on 11 August 2017, the circular of the Company dated
25 September 2017 and the poll results of the extraordinary general meeting dated 11 October 2017.

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 16 October 2014. As each of the aforesaid agreements would
expire on 31 December 2017, the Company (or its subsidiaries) entered into: (i) new Aviation Industry sale
framework agreement (the “New Aviation Industry Sale Framework Agreement”), new Aviation Industry
purchase framework agreement” (the “New Aviation Industry Purchase Framework Agreement”), new
Aviation Industry agency services provision framework agreement (the “New Aviation Industry Agency
Services Provision Framework Agreement”), new Aviation Industry agency services acceptance framework
agreement (the “New Aviation Industry Agency Services Acceptance Framework Agreement”), new Aviation
Industry financial assistance provision framework agreement (the “New Aviation Industry Financial Assistance
Provision Framework Agreement”) and new Aviation Industry financial assistance acceptance framework
agreement (the “New Aviation Industry Financial Assistance Acceptance Framework Agreement”) with
AVIC Industry; and (i) new AVIC International sale framework agreement (the “New AVIC International
Sale Framework Agreement”), new AVIC International purchase framework agreement (the “New AVIC
International Purchase Framework Agreement”), new AVIC International agency services provision
framework agreement (the “New AVIC International Agency Services Provision Framework Agreement”),
new AVIC International agency services acceptance framework agreement (the “New AVIC International
Agency Services Acceptance Framework Agreement”), new AVIC International financial assistance
provision framework agreement (the “New AVIC International Financial Assistance Provision Framework
Agreement”) and new AVIC International financial assistance acceptance framework agreement (the “New
AVIC International Financial Assistance Acceptance Framework Agreement”) with AVIC International on 24
October 2017. The Engineering Company, a wholly-owned subsidiary of the Company, entered into the new
AVIC International construction services framework agreement (the “New AVIC International Construction
Services Framework Agreement”) with AVIC International, and the Company entered into the new Aviation
Industry property rental (letting) framework agreement (the “New Aviation Industry Property Rental (Letting)
Framework Agreement”) with Aviation Industry on the same date. Details of each of these framework
agreements are set out as below:
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS (continued)
Connected Transactions (continued)
Continuing Connected Transaction — Framework Agreements for the Continuing Connected Transactions of
the Group in the coming three years (continued)

8.

Name of Agreement

Content of Agreements

Annual Cap Amount

2019

(RVB)

New Aviation Industry Sale Sales of goods 100,000,000 100,000,000 100,000,000
Framework Agreement

New Aviation Industry Purchase Procurement of goods 60,000,000 60,000,000 60,000,000
Framework Agreement

New AVIC International Sale Sales of goods 2,000,000,000 2,000,000,000 2,000,000,000
Framework Agreement

New AVIC International Purchase Procurement of goods 2,500,000,000 2,500,000,000 2,500,000,000
Framework Agreement

New Aviation Industry Agency Services Provision of agency services 150,000,000 150,000,000 150,000,000
Provision Framework Agreement

New Aviation Industry Agency Services Acceptance of agency services 80,000,000 80,000,000 80,000,000
Acceptance Framework Agreement

New AVIC International Agency Services Provision of agency services 180,000,000 180,000,000 180,000,000
Provision Framework Agreement

New AVIC International Agency Services Acceptance of agency services 50,000,000 50,000,000 50,000,000
Acceptance Framework Agreement

New Aviation Industry Financial Provision of borrowings/ 500,000,000 500,000,000 500,000,000
Assistance Provision guarantee
Framework Agreement Charge interest/guarantee fee 30,000,000 30,000,000 30,000,000

New Aviation Industry Financial Acceptance of borrowings/ 2,000,000,000 2,000,000,000 2,000,000,000
Assistance Acceptance guarantee
Framework Agreement Provision of interest/ 80,000,000 80,000,000 80,000,000

guarantee fee

New AVIC International Financial Provision of borrowings/ 1,700,000,000 1,700,000,000 1,700,000,000
Assistance Provision guarantee
Framework Agreement Charge interest/guarantee fee 75,000,000 75,000,000 75,000,000

New AVIC International Financial Acceptance of loans/guarantee 10,000,000,000 10,000,000,000 10,000,000,000
Assistance Acceptance Provision of interest/ 110,000,000 110,000,000 110,000,000
Framework Agreement guarantee fee

New AVIC International Construction Provision of construction 700,000,000 500,000,000 400,000,000
Services Framework Agreement services

New Aviation Industry Property Rental Property letting 6,000,000 6,000,000 6,000,000

(Letting) Framework Agreement

For details of the aforementioned continuing connected transactions, please refer to the announcement
of the Company issued on 24 October 2017 and the circular of the Company dated 12 December 2017.
The abovementioned connected transactions had been approved by the independent shareholders of the
Company at the extraordinary general meeting of the Company held on 28 December 2017.
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SIGNIFICANT EVENTS AND CONNECTED TRANSACTIONS (continued)

Connected Transactions (continued)

9. Continuing Connected Transactions — Concessionaire Framework Agreement
On 28 December 2017, Rainbow Department Store Co., Ltd. (RELE H K7D BR A ) (“Rainbow Department
Store Company”) and Fiyta (a subsidiary of the Company) entered into the 2017 Rainbow Concessionaire
Framework Agreement (“2017 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 2018 and expiring on 31 December 2020. According to the 2017 Rainbow
Concessionaire Framework Agreement, the annual caps in respect of the turnover commission payable by
Fiyta to Rainbow Department Store Company for the proposed three years from 2018 to 2020 shall not
exceed RMB27,500,000, RMB30,000,000 and RMB32,500,000, respectively.

As AVIC Shenzhen is a controlling Shareholder of the Company and holds approximately 33.93% of the
total issued share capital of the Company and approximately 43.41% equity interest of Rainbow Department
Store Company is owned by AVIC Shenzhen, Rainbow Department Store Company is a connected person
of the Company.

As the highest applicable percentage ratios for the annual caps of the transactions contemplated under
the 2017 Rainbow Concessionaire Framework Agreement are more than 0.1% but less than 5%, the 2017
Rainbow Concessionaire Framework Agreement (including the respective annual caps) are only subject
to reporting and announcement requirements, but exempt from the independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules. For details, please refer to the announcement issued
by the Company on 28 December 2017.

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 “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.

(b) 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.

(c) 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.

(d) 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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SUBSEQUENT EVENTS

I An Update of Connected Transaction — Potential Disposal of 24.5% Equity Interest in AVIC Construction
Engineering Company Limited (“AVIC Construction Engineering”)
On 23 January 2018, Engineering Company (a subsidiary of the Company) and AVIC Shenzhen entered into
an equity transaction agreement with Shenzhen Lian Heng in respect of the disposal of 24.5% equity interest
in AVIC Construction Engineering held by Engineering Company and the disposal of 51% equity interest in
AVIC Construction Engineering held by AVIC Shenzhen, at an aggregate consideration of RMB121,541,200.
The consideration for the disposal of 24.5% equity interest in AVIC Construction Engineering was
RMB39,440,520. The consideration for the disposal of 51% equity interest in AVIC Construction Engineering
was RMB82,100,680. The Group recorded a gain of RMB3,239,020 from the disposal of 24.5% equity
interest in AVIC Construction Engineering. For details, please refer to the announcement published by the
Company on 23 January 2018.

1. Appointment of Joint Company Secretary
On 5 February 2018, the Board announced that with effect from the aforementioned date, Mr. Xiao Zhanglin
(H E#) had been appointed as a joint company secretary of the Company. Mr. Zhong Sijun (§2£19), the
existing company secretary of the Company, will continue to serve as the other joint company secretary of
the Company. For details, please refer to the announcement of the Company on 5 February 2018.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

In accordance with code provision A.2.1 of the Corporate Governance Code (the “Code”) as set out in Appendix 14
to 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 2017, 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 2017, 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 to the
Listing Rules (the “Model Code”) has been adopted as the 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 2017, all Directors and supervisors had complied with the required standards
of dealing in securities specified in the Model Code.
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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 2017.

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 2017.
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 2017.

PUBLIC FLOAT

Based on 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 the 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, 20 March 2018
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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 2017,
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 2017. 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 2017 are summarized as follows:

1)

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 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 applicable standards;

Reviewing the implementation of the connected transactions of the Company in the year ended 31
December 2017;

Providing guidance in respect of internal control, and considering and approving the working plan for
internal auditing for the year ended 31 December 2017.

The annual result and consolidated financial statements for the year ended 31 December 2017 of the Group
had been reviewed by the Audit Committee.
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l. REPORT OF THE AUDIT COMMITTEE (continued)

The Audit Committee held two meetings during the year ended 31 December 2017, 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 3 March 2017
18 August 2017
Proposals considered 1. The Proposal to Review the Auditor’'s Report, Results

Announcement and Report of Directors of the Company for 2016

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 2017

The Proposal to Review the Corporate Governance and Internal
Control of the Company for the First Half of 2017

II. 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 2017, 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 2017 are summarized as follows:

) During the year ended 31 December 2017, 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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1. 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 2017, and considered that the procedure for the
determination of remuneration and distribution standard complied 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 2017. It had
also monitored the implementation of the Company’s remuneration policies.

The Remuneration Committee held a meeting during the year ended 31 December 2017, the details of
which are as follows:

Subcommittee Remuneration Committee

Members Mr. Liu Hong De, Mr. Chen Hong Liang, Ms. Wong Wai Ling, Mr. Wu Wei
and Mr. Wei Wei

Number of meeting held 1

Date of meeting held 10 March 2017

Proposals considered 1. The Proposal to Review the Remuneration System of the Directors

of the Company for 2016

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. Wong Wai Ling
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Ill. 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 2017, 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 2017. The works of the Nomination Committee during the year ended 31
December 2017 are summarized as follows:

) During the year ended 31 December 2017, 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 a meeting during the year ended 31 December 2017, the details of which
are as follows:

Subcommittee Nomination Committee

Members Mr. Liu Hong De, Mr. Chen Hong Liang, Ms. Wong Wai Ling, Mr. Wu Wei
and Mr. Wei Wei

Number of meetings held 1

Date of meetings held 10 March 2017

Proposals considered 1. The Proposal to Review the Structure, Size and Composition of

the Board of the Company

2. The Proposal to Review the Independence of Independent Non-
executive Directors of the Company

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

4, The Proposal on the Appointment or Re-appointment and
Succession of Directors

5. The Proposal to Review the Recommendation of Re-appointing
Ms. Wong Wai Ling as an Independent Non-executive Director
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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 2017, 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 2017, 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 2017:

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

During the year ended 31 December 2017, 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
association of the Company and the Listing Rules of the Hong Kong Stock Exchange, established sound internal
control system, while the Company conducts standard operation and lawful decision-making procedure. The
shareholders’ general meetings and the Board meetings were convened in accordance with the procedures as
provided in 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 are able to 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 regulations, 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 carefully reviewed the relevant information such as the 2017 interim report, 2017
annual report and 2017 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 2017.

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

During the year ended 31 December 2017, 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 2017 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 approval and information 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
20 March 2018
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Independent Auditor’s Report

To the Shareholders of

AVIC International Holdings Limited

(incorporated 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 156 to 356, which comprise:

o the consolidated balance sheet as at 31 December 2017;

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

o the consolidated statement of comprehensive income for
the year then ended;

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

° 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 2017, 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
° Revenue recognised using percentage-of-completion
method
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AR ER L
Impairment assessment of goodwill

A2 HEE BRI TS () B st AT M
KfaEel me ] -

N_ZE—+tF+-_A=+—8 HGEEEBGBRAHN
bl pg & s A R #089,343,0007C - BETEH T
—NFENZEEBEMHESL - EEEDRBESE
AENRESELEMM KD S ETHEERE -
RZZT—+F+=—A=+—8  WEELHERE -

Refer to Note 5 (a) “Critical accounting estimates
and judgments” and Note 8 “Goodwill” to the
consolidated financial statements.

As at 31 December 2017, goodwill as stated
in the consolidated balance sheet amounted to
RMB989,343,000. The goodwill mainly resulted
from various business combinations in 2014.
Management has assessed the impairment of
goodwill based on the recoverable amount of cash-
generating unit (“CGU”) to which the goodwill is
allocated. No impairment of goodwill was made as
at 31 December 2017.
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We understood and evaluated the composition of
management’s future cash flow forecasts, and the
process by which they were drawn up.

We evaluated management’s assumptions used in the
cash flow forecasts for each CGU including:

- the revenue growth rates and gross margins, by
comparing them to the current year business
results, market developments and industry
trends; and

- the discount rates, by involving our internal
experts to assess the cost of capital for each
CGU and comparable companies considering
territory specific factors.
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BB ER L (E)
Impairment assessment of goodwill (continued)

BPRIEEEMREARERTELRNETESER
TELBMAWESERSBUGEFRARREE - E
2= 2 BR 3R 2 P 5 H) 55 22 4 W PR 1T MO R R (ELRY
fti o

We focused on the goodwill impairment assessment
performed by management due to the significance
of the carrying amount of goodwill and the
significant judgments required in estimating the
revenue growth rates, gross margins and the
discount rates used in the determination of the
recoverable amount of each CGU.

WARATERE 2 AR

R EE L EORBEAT - SEP U R & R8T
RMARTEEHHEBRENTE -

BRRETOEFRAEERE  RMBEREEENEEH
BRERHE RN A BT AE A 5

We evaluated management’s sensitivity analysis to
assess the impact on the goodwill impairment of
reasonable possible changes to the revenue growth
rates and discount rates.

Based on the procedures performed and evidence
obtained, we found management’s judgments and
estimates applied in the impairment assessment of
goodwill were supportable.

Revenue recognised using percentage-of-completion method

A2 E VB mKRM o) B @ st At ko
K PfaEel D ERE R o

BE-T—t&+-A=+—ALFERRRES
18 A A R #6,806,673,0007C * {5 B I
BIE19% © FARE D LUER RIS S BRI
Pk RREA LS EREFHACEENAL
PR BRI & DR A AR ARE 2 ©

Refer to Note 5 (b) “Critical accounting estimates
and judgments” and Note 6 “Segment information”
to the consolidated financial statements.

Construction contract revenue amounting to
RMB6,806,673,000, representing 19% of the total
revenue of the Group, was recognised for the
year ended 31 December 2017. The percentage-
of-completion method was used to account for
construction contract revenue. The percentage
of completion is measured by reference to the
contract costs incurred up to the year end date
compared to the estimated total costs of the
respective construction contract.

2017 F EHRE

BB EE SSEHRESNRENAREY &'
BRATELGORANTEREEEBHEEERSHRAT
B DL HER -

We understood and evaluated the Group’s internal
control over construction contract budgeting,
measurement of actual contract costs incurred and
management’s review of the determination of the
percentage of completion for recognition of contract
revenue.
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WARATRE DL ERR(E)

Revenue recognised using percentage-of-completion method (continued)

HPEERA TR B LEMERNEA - EHEE
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We focused on revenue recognised using the
percentage-of-completion method because of its
significance to the consolidated financial statements
and the significant assumptions and estimates
made by management in estimating the total
contract costs.
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We compared the historical gross margin to the
budgeted gross margin for the assessment of the
reasonableness of the gross margin in management’s
budget.

We selected construction contracts, on a sampling
basis, and:

- examined management’s budget for the cost
components, including costs of materials,
subcontracting fees and labour costs;

- compared the budgeted costs to supporting
documents including, but not limited to, price
quotations and rate of labour costs;

- compared the actual costs incurred up to year
end with the budgeted costs and assessed
significant variances;

- discussed with management and the respective

project teams the progress of the construction
projects;

ANNUAL REPORT 2017



B BA SRS
Independent Auditor’s Report

RARETEE BMHWETNMEEBRETER

Key Audit Matter How our audit addressed the Key Audit Matter

WARATH B D L ERIA(E)
Revenue recognised using percentage-of-completion method (continued)
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- tested the actual costs incurred on construction
works during the year by comparing to the
invoices and other supporting documents; and

- recalculated the percentage of completion and
the resulting revenue recognised.

Based on the procedures performed and evidence
obtained, we found management’s determination of
the percentage of completion for construction contract
revenue recognised was supportable.
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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.

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.
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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.

o Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.

o Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and
related disclosures made by the directors.
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° 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.

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

We communicate with 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.
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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 Siu Cheong.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 20 March 2018
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RZZ—+%F+=-F=+—H As at 31 December 2017

Rt=—A=+—~H

As at 31 December

—E—+tfF ZE—REF
2017 2016
it AEB¥FiT AREFr
Note RMB’000 RMB’000
BE ASSETS
EMBIEE Non-current assets
+ b {55 A AE Land use rights 7 2,150,449 2,195,136
B Goodwill 8 989,343 960,054
mARE Intangible assets 9 884,700 872,363
ME - WEREE Property, plant and equipment 10 13,826,617 13,520,552
B YE Investment properties 11 2,458,127 1,968,682
EEZIR Construction-in-progress 12 10,243,839 3,993,953
FAEREARRN Investments accounted for
wE using the equity method 14 2,614,019 4,525,143
B 5 R E A FEWGRIA Trade and other receivables 21 399,150 1,727,577
At ESREE Available-for-sale financial assets 16 681,767 583,560
RILFTISRE E Deferred income tax assets 17 677,320 617,769
HitnIEmB & E Other non-current assets 18 278,691 614,749
35,204,022 31,579,538
RBEE Current assets
TE Inventories 19 6,422,311 5,805,348
R Properties under development 20 871,690 679,923
B 5 R H A FEYGRIA Trade and other receivables 21 16,463,410 14,913,716
EREHIRER Amounts due from customers
IE for contract work 22 2,038,512 1,841,368
BRAnBEAEEES Financial assets at fair value through profit
FFABRMEREE or loss 23 15,371 2,901
EIRRITIEK Pledged bank deposits 24 325,714 937,562
HNERREEEY Cash and cash equivalents 25 12,222,026 9,020,381
38,359,034 33,201,199
HmEE Total assets 73,563,056 64,780,737
s EQUITY
EATERFTEAEMN Capital and reserves attributable to
B E owners of the Company
[N Share capital 26 1,166,162 1,166,162
&40 @B Share premium 26 1,512,380 1,512,380
Hibf# s Other reserves 27 1,868,979 1,175,232
KA IR AR A Ha I Perpetual subordinated convertible
B H securities 28 2,781,674 2,781,674
RAEFHE Retained earnings 5,663,841 5,403,799
12,993,036 12,039,247
FERBREER Non-controlling interests 13 14,821,698 13,327,266
R Total equity 27,814,734 25,366,513
156 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2017
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R+=-—HA=+-—H
As at 31 December
—E—tF ZE—REF
2017 2016
k3 AREFT ABRETFT
Note RMB’000 RMB’000
afE LIABILITIES
EREBEE Non-current liabilities
B Borrowings 29 10,469,470 8,904,854
BTSSR BE Deferred income tax liabilities 17 737,509 617,537
BRI 48 B BB IE YA Deferred income on government grants 30 1,467,316 1,447,927
B Provisions 34 143,933 196,461
B 5 KEMMEE Trade and other payables 33 124,510 73,391
RIR N E M T EF Retirement and other supplemental
s benefit obligations 31 404,731 414,274
HEi3EmnsaE Other non-current liabilities 32 75,673 80,332
13,423,142 11,734,776
REBAE Current liabilities
B 5 REMENIE Trade and other payables 33 19,171,518 17,056,217
EREHNIRER Amounts due to customers for
RIB contract work 22 489,700 975,536
e Borrowings 29 12,265,389 9,319,542
mEFEH AR Current income tax liabilities 381,157 301,509
RIRNE M T EF Retirement and other supplemental
E1T benefit obligations 31 15,910 15,742
ErEalE Other current liabilities 32 1,506 10,902
32,325,180 27,679,448
meE Total liabilities 45,748,322 39,414,224
HEZNEE Total equity and liabilities 73,563,056 64,780,737

BEM 1642366 AWM ST ML Fira M ISR NEX D -
The accompanying notes on pages 164 to 356 are an integral part of these consolidated financial statements

BF MR

Director: Liu Hong De

% BREE

Director: Lai Wei Xuan

F156E36EMEAAMBMERECRE— ) \FZA+HKESSHE WHESREES -
The consolidated financial statements on pages 156 to 356 were approved by the Board of Directors on 20 March
2018 and were signed on its behalf.
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Consolidated Statement of Profit or Loss

HE2—Z—+F+-A=+—HI5¥JE For the Year Ended 31 December 2017

BE+-—A=+—BLEE

Year ended 31 December

Mtat '
Note RMB’000
WA Revenue 6 36,581,679 33,007,917
SHEM A Cost of sales 37 (30,006,749) (27,320,697)
EF Gross profit 6,574,930 5,687,220
HEER Distribution costs 37 (2,030,585)  (1,897,085)
TR Administrative expenses 37 (3,764,042) (3,307,045)
HEMEN R EERE Fair value gain on investment properties 11 172,619 212,438
E At A Other income 35 867,287 664,174
Hihdas —F58 Other gains - net 36 492,831 467,566
KRR Operating profit 2,313,040 1,827,268
BAEWA Finance income 38 494,488 591,275
A& AR Finance costs 38 (1,464,580) (843,134)
RUE KA — F5E Finance costs — net 38 (970,092) (251,859)
[EIEEE D E R E Share of results of joint ventures
NAE|EE and associates 14 227,617 222,486
B P15 8L A 2 R Profit before income tax 1,570,565 1,797,895
T8 Income tax expense 40 (451,754) (509,923)
REERF Profit for the year 1,118,811 1,287,972
FEAREF - Attributable to:
RARERTEA Owners of the Company 408,107 806,066
FEVERR AR R i Non-controlling interests 710,704 481,906
1,118,811 1,287,972
EARERBEAER Earnings per share attributable
BheREF to the owners of the Company
(BRUARETHIR) for the year: (RMB per share)
BRELREF Basic earnings per share 41 0.3261 0.6674
BREBBRR Diluted earnings per share 41 0.2074 0.4096

FEMI 551642356 B HMT 5T A%

Fr A M HmARMMAKED -

The accompanying notes on pages 164 to 356 are an integral part of these consolidated financial statements.
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Consolidated Statement of Comprehensive Income

HE-F—+F+-A=+—HIFE For the Year Ended 31 December 2017

BE+-A=+—HLEE

Year ended 31 December
—g-tfF C—TRF

2017 2016
HaE AR FT ARETFT
Note RMB’000 RMB’000
REERR Profit for the year 1,118,811 1,287,972
Hip2mus - Other comprehensive income:
Ta|EF I E Ry Iltems that will not be reclassified
HH to profit or loss
BT ERAEREMMEFE  Remeasurements of retirement and other
BAEF supplemental benefit obligations 2,812 (12,619)
B 515 A YR Fair value gain on transfer of owner-
AR BEEYE occupied property to investment
property 183,136 6,112
AJBEE#T 7 H 2 R as HY Iltems that may be subsequently
IHH reclassified to profit or loss
AHHESREEMNAR  Fair value gains on available-for-sale
EERE financial assets 74,362 -
INBITEZH Currency translation differences (21,183) (45,502)
FREMEZEKE Other comprehensive income
(HBRBE) for the year, net of tax 239,127 (52,009)
FREEBEWRE Total comprehensive income
(IR for the year, net of tax 1,357,938 1,235,963
&S - Attributable to:
—RNANREZERFA — Owners of the Company 629,415 729,392
— FEPE R AR R A — Non-controlling interests 728,523 506,571
FREEBW Total comprehensive income for the year 1,357,938 1,235,963

BEM 1642366 A M T ML Fir A M SRR NEX D -
The accompanying notes on pages 164 to 356 are an integral part of these consolidated financial statements.
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HE2—Z—+F+-A=+—HI5¥JE For the Year Ended 31 December 2017

ARAEREE AR
Attributable to owners of the Company
KARR
AERES SR
Perpetual xR

BE BROEE EftffE subordinated  RARHE Non- fEa

Share Share Other  convertible Retained @t controling Total

capital premium reserves  securities eamings Total interests equity

ANRETT AREFT  AREFT AREFT AREFT AREFr AREFT ARETL

RMB'000  RMB'000 RMB'000  RMB'O00  RMB'000  RMB000  RMB'000  RMB'000

REE-AE-F-AMES Balance as at 1 January 2016 1,166,162 1,512,380 1,284,425 2,781,674 4845122 11,639,763 12,801,353 24,341,116

REERH Profit for the year - - - - 806,066 806,066 481906 1,287,972

Eh2ENE Other comprehensive income - - (76,674) - - (76,674) 24,665 (52,009)

2EANE Total comprehensive income - - (76,674) - 806,066 729,392 506,571 1,235,963
HERRAANRS Transactions with owners

HME-ERE RTINS Share of reserves of an associate - - 3,128 - - 3,128 - 3,128

HERBAR Disposals of subsidiaries - - - - - - (63641)  (63641)

FERRRERTE Capital contriouted by non-controling interests - - - - - - 20000 220,000

HHlRE-R2EEES Special reserve - safety production fund - - 195 - - 195 85 280

REEMEE Appropriation to other reserves - - 14,198 - (14,158) - - -

“E-RFhE Dividend for 2015 - - - - (33231)  (233231) (187,102  (370,339)

EEEREANRELE Total transactions with owners - - 17,481 S4T30 (20908 19382 (210566)

RZB-RE+ZA=+-BHEH Balance as at 31 December 2016 1,166,162 1,512,380 1,175,282 2,781,674 5403799 12,039,247 13,327,266 25,366,513

160 AVIC INTERNATIONAL HOLDINGS LIMITED
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Consolidated Statement of Changes in Equity
HE-_Z—+tF+-A=1+—HIFE For the Year Ended 31 December 2017

ARAREREARR
Attributable to owners of the Company

XARB
iRES F2R
Perpetual RREs

Ba  RGEE  AMEE subordinated FARAE Non- s

Share Share Other convertible  Retained &3t controlling Total
capital  premium  reserves  securities  earnings Total interests equity
i (FETT AREFT  ARETL ARETT ARETT ARETT AREFT AREFZ
Note RMB’000  RMB’000 RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

W=E-+E-A—-AMEs Balance as at 1 January 2017 1,166,162 1,512,380 1,175,282 2,781,674 5403799 12,039,247 13,327,266 25,366,513
NEEHER Profit for the year - - - - 408,107 408,107 710,704 1,118,811
Eh2ENE Other comprehensive income - - 221,308 - - 221,308 17,819 239,121
2EEYE Total comprehensive income - - 221,308 - 40807 629415 728528 1,357,938

RERBAANRS Transactions with owners

ME-HEENEMEE  Shere of reserves of an associate 14(a) - - (1,121) - - (1,127) - (1,127)
EFRRREERZNRS  Transaction with non-controling interests - - - - - - (5,845) (5,845)
~EHBARMBERAEEE Inital public offering of a subsidiary 13 - - 441,616 - - 441616 828345 1,260,961
LERBAR Disposals of subsidiaries 43(e) - - - - - - (11518 (11519
HHHE-Z2HEEES  Spechal reseve - safety production fund 27 - - 501 - - 501 105 606
REEEE Appropriation to other reserves - - 31,449 - (31,449) - - -
“E-RERE Divdend for 2016 2 - - - - (16616  (116616) (45178 (161,794
EEREAANRZAE  Total transactions with owners - - 472,439 - (148065 324374 765009 1,000,283
RZF-t£+=F=+-F Balance as at 31 December 2017

i 1,166,162 1,512,380 1,868,979 2,781,674 5663841 12,993,036 14,821,698 27,814,734

BEMTEE164 2356 E M i A2 SR E MBS MERNEN D -
The accompanying notes on pages 164 to 356 are an integral part of these consolidated financial statements.
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Consolidated Statement of Cash Flows

HE2—Z—+F+-A=+—HI5¥JE For the Year Ended 31 December 2017

BE+-—A=+t—BLEE

Year ended 31 December

ZE—RF
2016

—E—+tF

2017

Bfat AR¥FT
Note RMB’000

ARETFT

RMB’000

BEITHELAMNEREARE  Cash flows from operating activities
MEERELHNIRES Cash generated from operations 43 4,832,962 3,311,133
BRFLE Interest paid (906,405) (729,261)
EATPRET Income tax paid (391,346) (411,227)
EERYELENER Net cash generated from operating
FER activities 3,535,211 2,170,645
RETHELEMWEELFEE  Cash flows from investing activities
EREIRMR Payment for construction-in-progress (7,528,263)  (3,198,883)
BEYE BER Purchase of property, plant and
B equipment (615,708) (745,896)
BEE b R Purchase of land use rights 7 (9,993) (93,335)
BEELEE Purchase of intangible assets 9 (53,693) (136,612)
HAithIEmBI B E K Payment for other non-current assets (84,817) (164,708)
WiE— B A RS Proceeds for acquisition of a subsidiary,
FIE - HREMNEREE net of cash paid - (17,922)
g PSS ¥: /N Payment for the acquisition of and
I capital injection to associates 14(a) (8,600) (31,755)
W R TER & Payment for the acquisition of and
KIA capital injection to joint ventures - (41,816)
HERBARNIRS Cash inflow/(outflow) from disposals of
WA G subsidiaries 43(e) 602,529 (20,423)
BEEAHRIESREE Purchase of available-for-sale financial
assets - (2,200)
HEWE - BELEHE Proceeds from disposals of property,
FriS 5018 plant and equipment 43(b) 113,743 48,276
HEJEEEMSHKIE Proceeds from disposals of intangible
assets 113 -
HEMHHEeMEE Proceeds from disposals of available-for-
FTiS50A sale financial assets - 13,990
HERBEEARIKRE Proceeds from disposals of investments
FriS 5008 in associates 43(c) 680,438 -
HERBEDENKRE Proceeds from disposals of investments
FriS 5008 in joint ventures 43(d) 1,014,300 -
B T 48 B Government grants received 30 960,446 666,724
EEEHNE) Interest received 218,003 270,690
B T B Loans to related parties 46(d) (1,492,947) (2,700)
s EeE % Repayments of loan to related parties 46(d) 1,383,713 514,760
2 E Dividends received 161,056 667,971
"ERETAE S F5 Net cash used in investing activities (4,659,680) (2,273,839)
162 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2017
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Consolidated Statement of Cash Flows
BHE-ZZT—+F+=-A=+—HI4¥JE For the Year Ended 31 December 2017

Btat
Note

METHELENRESRE

Cash flows from financing activities

BE+-A=+—HLFE

Year ended 31 December

—E—+tF
2017

ARB TR
RMB’000

ZE—RF

2016
AREF T
RMB’000

EEIECE Proceeds from borrowings 14,032,522 12,646,473
BEE Repayments of borrowings (9,607,438) (14,277,921)
R 5 (& R Borrowings from related parties 46(c) 1,341,573 2,312,162
FIREEE: HEEER Repayments of borrowings from
related parties 46(c) (2,396,254) (3,402,610)

FEIE AR IR R AE 2 M) Capital contribution to subsidiaries from

WEBARNEE non-controlling interests 43(a) 1,269,961 220,000
TR T AR R B IR Y Dividend paid to shareholders of the

s Company 42 (116,616) (233,231)
TR BB A B FEAE AR Dividends paid to non-controlling

% BRHE 25 O IS, interests of subsidiaries (41,050) (131,070)
RESEE TS (FrA)R Net cash generated from/(used in)

IHeF5E financing activities 4,482,698 (2,866,197)
RERBRELLEYHNEIM Netincrease/(decrease) in cash and

OR2) 388 cash equivalents 3,358,229 (2,969,391)
FOMEEREELZEY  Cash and cash equivalents at beginning

of year 9,020,381 11,780,904

fERBENIEIR S K& Effects of exchange rate changes on cash

NEZEBEY R & and cash equivalents (156,584) 208,868
FRMIRS RIS ZEEY  Cash and cash equivalents at end of year 12,222,026 9,020,381

BEFT 51642356 B HIMT T A%

Fr B M mRMMAKED -

The accompanying notes on pages 164 to 356 are an integral part of these consolidated financial statements.
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A ER R BRA R ([ ARE])
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ARAREEWBAR (HBIAEE])E
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RFHMEEHEE WEME B
TEMDREREMRE  KRERERE
B ([EPCIER )R -

RATEFTMP At AT B E)HEA
@ F 10185 F i O K E39%E -

FBEMBRERER_ZE-—NF=HA=+
BT -

ARl EL

AEBENEE VB RREREERET B
WEER([BERMBHREE ) REFBE
(ARG Z ERBEBER TR -

RAEMBHRREBRELKAE RS - X
MREME  AHEESREE  BA
AEBEAEREEIHTABZNERE
ERBELEERETEEM[IFELE
Bl MEMBREAARE(TARKE D
25 BRIERERIE - BRIMELES
ERNBERBAOANT - REZFERE
MEBERAARAO SR R EERR
SERHEEZTREBFRANPEARK
B b &5t 48 (2006) ([ 1 & 5t 2
2006)) BFTRE -

AVIC INTERNATIONAL HOLDINGS LIMITED

GENERAL INFORMATION
AVIC International Holdings Limited (the “Company”)
was incorporated 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 ship building service relating
to engineering, procurement and construction projects
(“EPC Projects”) development.

The office address of the Company is 39/F, AVIC Centre
Building, No.1018 Huafu Road, Futian District, Shenzhen,
PRC.

The consolidated financial statements have been
approved for issue on 20 March 2018.

BASIS OF PREPARATION

The consolidated financial statements of the Group
have been prepared in accordance with International
Financial Reporting Standards (“IFRS”) and the applicable
disclosure requirements of the Hong Kong Companies
Ordinance.

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, financial assets at
fair value through profit or loss and defined benefit
pension plans. The consolidated financial statements
are presented in Renminbi (“RMB”) and all values are
rounded to the nearest thousand except where otherwise
indicated. The accounting policies and bases adopted in
the preparation of these consolidated 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”).
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BASIS OF PREPARATION (continued)

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.

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
2017:

RTFIE 8k 2 1%
FIRE & 5t EIR A X
Effective for accounting
periods beginning on or after

Bl & 5 R 1 257 K5 ET PRASHL —T—+tF—-A—H
Amendments to IAS 12 Income taxes 1 January 2017
BlpR &R B 7R A EET Hengk —E—+tF—-A—H
Amendments to IAS 7 Statement of cash flows 1 January 2017
Bl I B S 2 B 1 25 1B 5T REAM B R B R R —2—+%—-H—H
Amendment to IFRS 12 Disclosure of interest in other entities 1 January 2017
FENH#IEE ZE-NEE-T-RFRONFE LM —E—+tF—-A—H

Annual improvement project
RNZ S BRI AR E A BAE S E

il 38 1 BREERE R E - TR
KA BER B AR -

2017 F EHRE

Annual improvements 2014-2016 cycle

1 January 2017
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.
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2 RBLELE ) 2 BASIS OF PREPARATION (continued)
(b) AEBUVEREHEMATDEMH (b)  The following new standards, amendments and
BR-ZZE—tF—A—HRABH interpretations have been issued but are not
T EEDNARERBFETER effective for the financial year beginning 1 January
BT 2R - 2017, and have not been early adopted by the
Group.
KT BBk 1%
RIRE &5t HIRE A XK
Effective for accounting periods
beginning on or after
B B H SR s ZE R S5 057 SRIE —Z-\§—H—H
IFRS 9 Financial instruments 1 January 2018
B B R i s R R 155 REEPEHNIER —E-NF—A—H
IFRS 15 Revenue from contracts with customers 1 January 2018
BIRR B R S R R 258 6018 3T MR ER X RN R SN DB R E —E-NF-A—H

Amendments to IFRS 2

Bl e AR B 285 A ET
Amendment to IAS 28
BRI B 405 891E5]
Amendments to IAS 40

BREBREREEE S -RBF2R

IFRIC 22

BIRR 1 B 2R A S5 165%
IFRS 16

By HREREZEE - RBR20H

IFRIC 23
BIFR B B s AR RN B 1 0% [

R ERIE28MERT

Amendments to IFRS 10

Classification and measurement of
share-based payment transactions

1 January 2018

REE N REEERE —Z-\¥—-A—H
Investments in associates and joint ventures 1 January 2018
EERRBME —ZE-\5—A—H
Transfers of investment property 1 January 2018
INEZHRERRE —T-\&—H—H

Foreign Currency Transactions and
Advance Consideration

1 January 2018

HE —E-NE—A—H
Leases 1 January 2019
PG TR AR I —T-N&—A—H
Uncertainty over Income Tax Treatments 1 January 2019
REEHABENRHEEREN FE

BEHEREA
Sale or contribution of assets between an

To be determined

and IAS 28

AEECD FAHFEZ ST HE
ERTRAIARIERTFE - B
ETEAREFTEAREZES
o REARTDESELNIE
arfh - BRER MBS ERIE15
5 FOMUANE 162N - TRER
HMER MEFTERET @A
SEOPBRRRMRREKEX

B/ 48R
T

166 AVIC INTERNATIONAL HOLDINGS LIMITED

investor and its associate or joint venture

The Group has already commenced an
assessment of the impact of these new or revised
standards and amendments, certain of which are
relevant to the Group’s operation. According to
the preliminary assessment made by the directors
of the Company, except for IFRS 15, IFRS 9 and
IFRS 16, no significant impact on the financial
performance and positions of the Group is
expected when they become effective.
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BASIS OF PREPARATION (continued)

(b)

(continued)
IFRS 15 Revenue from Contracts with Customers

Nature of change

The IASB has issued a new standard for the
recognition of revenue. This will replace IAS 18
which covers contracts for goods and services
and IAS 11 which covers construction contracts
and the related literature. The new standard is
based on the principle that revenue is recognised
when control of a good or service transfers to
a customer. The standard permits either a full
retrospective or a modified retrospective approach
for the adoption.

Impact

Management has assessed the effects of applying
the new standards on the Group’s financial
statements and has identified the following areas
that are likely to be affected:

° Revenue from construction contract and
service — the application of IFRS 15 may
result in the identification of separate
performance obligations which could affect
the timing of the recognition of revenue.
As most of the construction contracts are
the integration of multiple-components of
the contracts, the individual components
are considered to be highly interconnected.
Thus, performance obligations are not
separately identifiable under IFRS 15, which
means that the impact on the financial
performance of applying the IFRS 15 is
insignificant.

° If certain conditions are met, the cost
of obtaining an contract will need to be
recognized as a separate asset, which is
to be amortized over the respective term
of the contract. As of 1 January 2018,
the asset recognized will be increased,
while cost recognised will be reduced. The
effect on the gross profit, as a result of the
capitalisation and depreciation of the asset,
is insignificant.
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BASIS OF PREPARATION (continued)

(b)

(continued)

IFRS 15 Revenue from Contracts with Customers
(continued)

Date of adoption by Group

Mandatory for financial years commencing on or
after 1 January 2018. The Group intends to adopt
the standard using the modified retrospective
approach which means that the cumulative
impact of the adoption will be recognised in
retained earnings as of 1 January 2018 and that
comparatives will not be restated.

The Group estimates the overall impact of the
above is an increase of the Group’s retained
earnings on 1 January 2018, and a corresponding
increase in current asset and deferred tax liability
as of 1 January 2018.

IFRS 9 Financial Instruments

Nature of change

IFRS 9 addresses the classification, measurement
and derecognition of financial assets and
financial liabilities, introduces new rules for hedge
accounting and a new impairment model for
financial assets.

ANNUAL REPORT 2017



e MR

Notes to the Consolidated Financial Statements

2 wREEEE)

by (#&)

B R & PRI E 9 2 i T A

(%

=71
T2

2017 F EHRE

EHEMAERAES S
Rit @02

RERNEEHY) LT -
ZEATEHAEE M
EERBEMNZTERE
REATE - KREBTR
By - H B AR # K AN ET
ENeMEEHFEER
MEEEMNDBERFTE
FE-BBRODEAT
HEESMEE ([ A #
HESMEE]) MiER
TEAEmME  EFARE
627,151,000 7t 2K B &
AEMEFERAG(E
FIRXERAR] r MAEHE
RZE—NF—A=+=
BemKiEZ AR (W
49) - BT WAL E SR
BEBENMHOEARAR
BEE2AEESFHTAE
EREREE -

b & FHAR A A
TEMEFTEREFRIAN
SENERERER © 1F
BRERA - ARKE
Al EFEERARASE
HZIE  BAIRBEES
BERRKRBE DG ITE
ZEHHEE - BEAKE
RRHETH MG - EE
BRANBIFR B 75 ¥R &5 2 RIZEQ
SRE - REERRZEH
BRTE A ER S

P
mEIDD+ °

2

BASIS OF PREPARATION (continued)

(b)

(continued)

IFRS 9

Impact

Financial Instruments (continued)

Changes on classification and
measurement of financial assets and
liabilities

According to the preliminary assessment
of the Group, there will be immaterial
impact on the Group’s accounting for
financial assets and liabilities. The Group
expects that its financial assets currently
measured at amortised cost will continue
with their respective classification and
measurements. For the equity instruments
currently classified as available-for-
sale financial assets (the “AFS”),
RMB627,151,000 of it comes from Xiamen
Tianma Microelectronics Company Limited
(“Xiamen Tianma Company”), which will
be wholly acquired by the Group on 22
January 2018 (Note 49). The rest of the
AFS will be reclassified to the financial
assets at fair value through profit or loss.

The new hedge accounting rules will align
the accounting for hedging instruments
more closely with the Group’s risk
management practices. As a general
rule, more hedge relationships might
be eligible for hedge accounting, as the
standard introduces a more principles-
based approach. While the Group is yet
to undertake a detailed assessment, the
Group’s current hedge relationships would
not qualify as continuing hedges upon the
adoption of IFRS 9.
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2

BASIS OF PREPARATION (continued)
(continued)
IFRS 9 Financial Instruments (continued)

(b)

Impact (continued)

Changes on the impairment model

The new impairment model requires the
recognition of impairment provisions
based on expected credit losses rather
than only incurred credit losses as is the
case under IAS 39. It applies to financial
assets classified at amortised cost,
contract assets under IFRS 15 Revenue
from Contracts with Customers, lease
receivables, loan commitments and certain
financial guarantee contracts. Based on
the assessments undertaken to date, the
Group expects the new impairment model
introduced by IFRS 9 will generally result in
earlier recognition of losses compared to
the current incurred loss model of IAS 39
(Note 3.12).

The new standard also introduces
expanded disclosure requirements and
changes in presentation. These are
expected to change the nature and extent
of the Group’s disclosures about its
financial instruments particularly in the year
of the adoption of the new standard.

Date of adoption by Group

Must be applied for financial years commencing
on or after 1 January 2018. The Group will apply
the new rules retrospectively from 1 January 2018,
with the practical expedients permitted under
the standard. Comparatives for 2017 will not be
restated.
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BASIS OF PREPARATION (continued)

(b)

(continued)

IFRS 16 Leases

Nature of change

IFRS 16 was issued in January 2016. It will result
in almost all leases being recognised on the
consolidated balance sheet, as the distinction
between operating and finance leases is removed.
Under the new standard, an asset (the right to
use the leased item) and a financial liability to pay
rentals are recognised. The only exceptions are
short-term and low-value leases. The accounting
for lessors will not significantly change.

Impact

The Group is a lessee of certain offices and
buildings, which are currently accounted for as
operating leases under IAS 17 based on the
accounting policy as set out in Note 3.31. As
at 31 December 2017, the Group’s minimum
lease payments under non-cancellable operating
lease agreements are of RMB420,390,000 as
disclosed in Note 45(b). Under IFRS 16, lessees
are required to recognise a lease liability reflecting
future lease payments and a right-of-use asset
for all lease contracts in the consolidated balance
sheet. Lessees will also have to present interest
expense on the lease liability and depreciation on
the right-of-use asset in the income statement.
In comparison with operating leases under IAS
17, this will change not only the allocation of
expenses but also the total amount of expenses
recognised for each period of the lease term. The
combination of a straight-line depreciation of the
right-of-use asset and the effective interest rate
method applied to the lease liability will result in
a higher total charge to profit or loss in the initial
years of the lease, and decreasing expenses
during the latter part of the lease term. The new
standard has included an optional exemption for
certain short-term leases and leases of low-value
assets. This exemption can only be applied by
lessees.
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BASIS OF PREPARATION (continued)

(b)

(continued)
IFRS 16 Leases (continued)

Date of adoption by Group

Mandatory for financial years commencing on or
after 1 January 2019. At this stage, the Group
does not intend to adopt the standard before its
effective date. The Group intends to apply the
simplified transition approach and will not restate
comparative amounts for the year prior to first
adoption.

There are no other standards that are not yet
effective and that would be expected to have
a material impact on the entity in the current or
future reporting periods and on foreseeable future
transactions.
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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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Intercompany transactions, balances,
income and expenses on transactions
between Group companies are eliminated.
Profits and losses resulting from inter-
company transactions that are recognised
in assets are also eliminated. Accounting
policies of subsidiaries have been changed
where necessary to ensure consistency
with the policies adopted by the Group.

Non-controlling interests in the results
and equity of subsidiaries are shown
separately in the consolidated statement
of profit or loss, consolidated statement
of comprehensive income, consolidated
statement of changes in equity and
consolidated balance sheet respectively.

(@) Business combination involving
entities under common control
For business combination involving
entities under common control, the
consolidated financial statements
incorporate the financial statements
of the combining entities or
businesses in which the common
control combination occurs as if
they had been combined from the
date when the combining entities
or businesses first came under the
control of the controlling party.

The net assets of the combining
entities or businesses are combined
using the existing book values from
the controlling parties’ perspective.
No amount is recognised in
consideration for goodwill or excess
of acquirers’ interest in the net
fair value of acquiree’s identifiable
assets, liabilities and contingent
liabilities over cost at the time of
common control combination, to
the extent of the continuation of the
controlling party’s interest.
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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 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.1 Consolidation (continued)
3.1.1 Subsidiaries (continued)

(@)

Business combination involving
entities under common control
(continued)

The acquisition method of
accounting is used to account for all
business combinations other than
involving entities under common
control, regardless if whether
equity instruments or other assets
are acquired. The consideration
transferred for the acquisition of a
subsidiary comprises the:

° fair values of the assets
transferred
° liabilities incurred to the

former owners of the
acquired business

° equity interests issued by the
Group
o fair value of any asset or

liability resulting from a
contingent consideration
arrangement, and

o fair value of any pre-
existing equity interest in the
subsidiary.

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

(@)

Business combination involving
entities under common control
(continued)

Acquisition-related costs are
expensed as incurred.

If the business combination is
achieved in stages, the acquisition
date carrying value of the acquirer’s
previously held equity interest in
the acquiree is re-measured to fair
value at the acquisition date; any
gains or losses arising from such
re-measurement are recognised in
profit or loss.

Any contingent consideration to
be transferred by the Group is
recognised at fair value at the
acquisition date. Subsequent
changes to the fair value of the
contingent consideration that is
deemed to be an asset or liability
is recognised in accordance with
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)

(@)

Business combination 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 consolidated 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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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
Consolidation (continued)

3.1.1 Subsidiaries (continued)

(c) Disposal of subsidiaries

When the Group ceases to have
control, any retained interest in
the entity is re-measured to its fair
value at the date when control is
lost, with the change in carrying
amount recognised in profit or
loss. The fair value is the initial
carrying amount for the purposes
of subsequently accounting for the
retained interest as an associate,
joint venture or financial asset. In
addition, any amounts previously
recognised in other comprehensive
income in respect of that entity are
accounted for as if the Group had
directly disposed of the related
assets or liabilities. This may mean
that amounts previously recognised
in other comprehensive income are
reclassified to profit or loss.

3.1.2 Separate financial statements

Investments in subsidiaries are accounted
for at cost less impairment. Cost includes
direct attributable costs of investment. The
results of subsidiaries are accounted for
by the Company on the basis of dividend
received and receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving
a dividend from these investments if the
dividend exceeds the total comprehensive
income of the subsidiary in the period
the dividend is declared or if the carrying
amount of the investment in the separate
financial statements exceeds the carrying
amount in the consolidated financial
statements of the investee’s net assets
including goodwill.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.1 Consolidation (continued)

3.1.3

3.1.4

3.1.5

Associates

Associates are all entities over which
the Group has significant influence but
not control, generally accompanying a
shareholding of between 20% and 50% of
the voting rights. Investments in associates
are accounted for using the equity method
of accounting (see (3.1.5) below), after
initially being recognised at cost.

Joint arrangements

Under IFRS 11 Joint Arrangements
investments in joint arrangements are
classified as either joint operations or
joint ventures. The classification depends
on the contractual rights and obligations
of each investor, rather than the legal
structure of the joint arrangement. The
Group has assessed the nature of its joint
arrangements and determined them to be
joint ventures.

Joint ventures

Interests in joint ventures are accounted
for using the equity method (see (3.1.5)
below), after initially being recognised at
cost in the consolidated balance sheet.

Equity accounting

Under the equity method of accounting,
the investments are initially recognised at
cost and adjusted thereafter to recognise
the Group’s share of the post-acquisition
profits or losses of the investee in
profit or loss, and the Group‘s share of
movement in other comprehensive income
of the investee in other comprehensive
income. Dividends received or receivable
from associates and joint ventures are
recognised as a reduction in the carrying
amount of the investment.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.1
3.1.5

3.1.6

Consolidation (continued)

Equity accounting (continued)

When the Group’s share of losses in an
equity-accounted investment equals or
exceeds its interest in the entity, including
any other unsecured long-term receivables,
the Group does not recognise further
losses, unless it has incurred obligations
or made payments on behalf of the other
entity.

Unrealised gains on transactions between
the Group and its associates and joint
ventures are eliminated to the extent of
the Group’s interest in these entities.
Unrealised losses are also eliminated
unless the transaction provides evidence
of an impairment of the asset transferred.
Accounting policies of equity accounted
investees have been changed where
necessary to ensure consistency with the
policies adopted by the Group.

The carrying amount of equity-accounted
investments is tested for impairment in
accordance with the policy described in
Note 3.9.

Changes in ownership interests

The Group treats transactions with non-
controlling interests that do not result
in a loss of control as transactions with
equity owners of the Group. A change
in ownership interest results in an
adjustment between the carrying amounts
of the controlling and non-controlling
interests to reflect their relative interests
in the subsidiary. Any difference between
the amount of the adjustment to non-
controlling interests and any consideration
paid or received is recognised in a separate
reserve within equity attributable to owners
of the Group.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.1

3.2

Consolidation (continued)

3.1.6 Changes in ownership interests (continued)
When the Group ceases to consolidate or
equity account for an investment because
of a loss of control, joint control or
significant influence, any retained interest
in the entity is remeasured to its fair
value with the change in carrying amount
recognised in profit or loss. This fair value
becomes the initial carrying amount for
the purposes of subsequently accounting
for the retained interest as an associate,
joint venture or financial asset. In addition,
any amounts previously recognised in
other comprehensive income in respect
of that entity are accounted for as if the
Group had directly disposed of the related
assets or liabilities. This may mean that
amounts previously recognised in other
comprehensive income are reclassified
to profit or loss or transferred to another
category of equity as specified/permitted
by applicable IFRSs.

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

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.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3 Foreign currency translation

@

(®)

Functional and presentation currency

ltems 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
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 consolidated statement
of profit or loss, except when deferred in
equity as qualifying cash flow hedges or
qualifying net investment hedges.

Foreign exchange gains and losses that
related to borrowings and cash and
cash equivalents are presented in the
consolidated statement of profit or loss
within ‘finance income or cost’. All other
foreign exchange gains and losses are
presented in the consolidated statement of
profit or loss within ‘Other gains-net’.
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AVIC INTERNATIONAL HOLDINGS LIMITED

3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3 Foreign currency translation (continued)

(b)

(c)

Transactions and balances (continued)
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.

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;
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3  Foreign currency translation (continued)

(c)

(@)

Group companies (continued)

- 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.

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.
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186 AVIC INTERNATIONAL HOLDINGS LIMITED

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.3

3.4

Foreign currency translation (continued)

(d) Disposal of foreign operation and partial
disposal (continued)
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.

Property, plant and equipment

Property, plant and equipment are stated at
historical cost less accumulated depreciation and
impairment. 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
consolidated statement of profit or loss during the
financial period in which they are incurred.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.4

Property, plant and equipment (continued)
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:

Freehold land in Japan and Permanent
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
5to 18 years
3 to 10 years

5 to 13 years

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-net’ in the
consolidated statement of profit or loss.
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188 AVIC INTERNATIONAL HOLDINGS LIMITED

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.5

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
valuer. 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 consolidated 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.
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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 (Note
3.12). 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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3 FTESHEEREBME =) 3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.6 EREEE) 3.6 Intangible assets (continued)
b)  EIEREFE (b)  Trademarks and licenses
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AVIC INTERNATIONAL HOLDINGS LIMITED

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 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.

Trademarks and licenses impairment
reviews are undertaken annually or
more frequently if events or changes
in circumstances indicate a potential
impairment (Note 3.12). 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.
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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.6 Intangible assets (continued)

(c)

(@)

(e

)

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 future
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
are carried at cost less accumulated
amortisation and impairment. Amortisation
is calculated using the straight-line method
from 5-20 years over the expected life of
the customer relationship.
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194 AVIC INTERNATIONAL HOLDINGS LIMITED

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.

Construction-in-progress
Construction-in-progress represents plant and
other property, machinery and equipment under
construction and is stated at cost less impairment.
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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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.9

3.10

Impairment of non-financial assets

Goodwill and intangible assets that have an
indefinite useful life are not subject to amortisation
and are tested annually for impairment, or more
frequently if events or changes in circumstances
indicate that they might be impaired. Other
assets are tested 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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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.10 Financial assets (continued)

3.10.1 Classification (continued)
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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
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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

HEREAEESR other receivables’ and ‘pledged
BERFIEZREM bank deposit’ and ‘cash and cash
FEU IR | - [ equivalents’ in the consolidated
WITHERIR[BE balance sheet (Notes 21, 24 and
RE&ZEEWI(H 25).
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.10 Financial assets (continued)

3.10.1 Classification (continued)

(c) Available-for-sale financial assets
Available-for-sale financial assets
are non-derivatives that are either
designated in this category or
not classified in any of the other
categories. They are included in
non-current assets unless the
investment matures or management
intends to dispose of 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 consolidated
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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3 FTESHEBEEME#) 3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
3.10 Financial assets (continued)

3.10.2 Recognition and measurement (continued)
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198 AVIC INTERNATIONAL HOLDINGS LIMITED

Gains or losses arising from changes in
the fair value of the ‘financial assets at fair
value through profit or loss’ category are
presented in the consolidated statement
of profit or loss within ‘Other gains-net’ in
the period in which they arise. Dividend
income from financial assets at fair value
through profit or loss is recognised in the
consolidated statement of 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 consolidated statement
of profit or loss as "Other gains-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 consolidated statement
of profit or loss within ‘Other gains-net’ in
the period in which they arise. Dividend
income from financial assets at fair value
through profit or loss is recognised in the
consolidated statement of profit or loss
as part of other income when the Group’s
right to receive payments is established.

Changes in the fair value of monetary
and non-monetary securities classified as
available-for-sale are recognised in other
comprehensive income.
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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.10 Financial assets (continued)

3.11

3.10.2 Recognition and measurement (continued)
Interest on available-for-sale securities
calculated using the effective interest
method is recognised in the consolidated
statement of profit or loss as part of other
income. Dividends on available-for-sale
equity instruments are recognised in the
consolidated 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 consolidated 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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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
@

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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3 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12
(c)

(@)

Impairment of financial assets (continued)

Assets classified as held-to-maturity
financial assets

Held-to-maturity financial assets are non-
derivative financial assets with fixed or
determinable payment and fixed maturities
that the Group’s management has the
position intention and ability to hold it
maturity. If the Group were to sell other
than an insignificant amount of held-
to-maturity financial assets, the whole
category would be tainted and reclassified
as available for sale. Held-to-maturity
financial assets are included in non-current
assets, except for those with maturities
less than 12 months from the end of the
reporting period, which are classified as
current assets.

Assets classified as derivative financial
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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204 AVIC INTERNATIONAL HOLDINGS LIMITED

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
method.

ANNUAL REPORT 2017



e MR

Notes to the Consolidated Financial Statements

3 FESTBEMEE) 3

3.15 ESZREMERIKIE
BSRWHERENABEKBRRE
FREFHEEREMmIREREM
FERA A - W8 5 R E MR
FIBTEE B A —F R —FARE
(BEERAEEBERLE AN
) RIDEAREEE - BRI -
TIERBEERER -

B 5 RkEMBURFBNTRAA
BEER  ERAAERN XA
EIER AR ER R E -

3.16 ReRRLZEEY
BERREEEYWREFERS
MARTT/E BT -

3.17 KX
TR AER o

BT ABREEREIGN
HEKAK - S AEIERFTERK
TRHYHNIR CHABRBIR)

R A A KB R R EAKR R H
A X HRE(BREE
A B & PTG eV g E A A (FNBRFT 1S
Bg)) AR A #EEFA ARG
PR  BEERMKEHSL
ENBTRIL - MBHEREE
(T - A2 IR E (R T
MERMENEEX KA KA
TS HREE) T AR QRS R
BAEIEHE -

2017 F EHRE

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.15

3.16

3.17

Trade and other receivables

Trade receivables are amounts due from
customers for merchandise sold or services
performed in the ordinary course of business.
If collection of trade and other receivables is
expected in one year or less (or in the normal
operating cycle of the business if longer), they
are classified as current assets. If not, they are
presented as non-current assets.

Trade and other receivables are recognised
initially at fair value and subsequently measured at
amortised cost using the effective interest method,
less provision for impairment.

Cash and cash equivalents
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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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.18

3.19

3.20

Perpetual subordinated convertible securities
Perpetual subordinated convertible securities
issued by the Group give the right to the holders
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
subordinated convertible securities have no
maturity date and are not redeemable. These
securities are classified as equity.

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 consolidated 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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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 consolidated 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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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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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.22

3.23

Construction contracts (continued)

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
consolidated 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)

(b)

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)

(®)

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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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3 IEESTHRBE®R) 3
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3.23 BEVHIRIELEFREH (F)

3.23 Current and deferred income tax (continued)

(c) (c)  Offsetting
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AVIC INTERNATIONAL HOLDINGS LIMITED

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 consolidated
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 consolidated
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 consolidated statement of
profit or loss.
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3.24 Employee benefit (continued)
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@

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 consolidated 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.
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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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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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SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.27 Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable, and
represents amounts receivable for goods supplied,
stated net of discounts returns and value added
taxes. The Group recognises revenue when the
amount of revenue can be reliably measured;
when it is probable that future economic benefits
will flow to the entity; and when specific criteria
have been met for each of the Group’s activities,
as described below. The Group bases its
estimates of return on historical results, taking into
consideration the type of customer, the type of
transaction and the specifics of each arrangement.

(a) 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 consolidated statement
of profit or loss on a straight-line basis over
the term of the lease.
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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 consolidated 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 consolidated statement of profit
or loss on a straight-line basis over the expected
lives of the related assets.
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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 recognised 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
(a) 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 consolidated 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
@

(b)

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 consolidated 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 consolidated
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 foreign exchange 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

(i 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, mainly
including US Dollars (“USD”), European
Dollars (“EUR”), 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)
(@) TWEHERRE) (a)  Market risk (continued)

] SEE S (4B ) (i) Foreign exchange risk (continued)
REBIINEFTER TR The carrying amount of the Group’s foreign
EEMNEBEENSHEEHE currency denominated monetary assets
HERREMERT and monetary liabilities at the respective

balance sheet dates are as follows:
—E—t5F —E—RF
2017 2016
AR¥TFrT ARETT
RMB’000 RMB’000
EE Assets

ETT Usb 7,322,028 8,363,717
BT EUR 1,021,259 1,148,477
Epb Others 450,836 2,697,266
8,794,123 12,209,460
—E—tF —E—RF
2017 2016
AR¥TFrT ARETFT
RMB’000 RMB’000

=L Liabilities
eV Usb 4,534,673 5,127,075
= EUR 1,407,509 1,440,519
EA Others 659,717 3,265,270
6,601,899 9,832,864
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4 FINANCIAL RISK MANAGEMENT (continued)

Market risk (continued)

(a)

()

Foreign exchange risk (continued)

The following table shows the sensitivity
analysis on profit before tax of a 5%
increase in RMB against the USD and EUR.
The sensitivity analysis includes only foreign
currency denominated monetary items and
adjusts their translation at the year the end
for the respective changes in rate.

—EB—tF T —RF
2017 2016
ARETFT
RMB’000

ARE TR
RMB’000

ETLHE EFHES%

FE BB A& FE 0

BUTIE R THES%

F [Z BR B A R A

rate of USD

for the year

rate of EUR

for the year

5% appreciation in exchange

Increase in the profit before tax

104,526 161,832

5% appreciation in exchange

Decrease in the profit before tax

(14,484) (14,602)

=gyl
REBBHRBFAFLTR
HIRE(REEEERER
PERAEANEAEMEZR
EEHtABENERE
)RR A E A ES
A (FtsE23) - AEER
BEEAMERRR  4~&E
] 4R 45 2N & B BT A% A9 BR
B oREES - KEE
FFAGRIEAREBAETER
HEHTABENEHE
EfEEEBRITTERX -

AVIC INTERNATIONAL HOLDINGS LIMITED

(i)

Price risk

The Group is exposed to equity securities
price risk of its unlisted share investments
which are classified on the consolidated
balance sheet as financial assets at fair
value through profit or loss (Note 23).
To manage its price risk arising from
investments, the Group diversifies its
portfolio, in accordance with the limits set
by the Group. The exposure of the price
risk of financial assets at fair value through
profit or loss is not material to the Group.
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4 EEEEE 2) 4 FINANCIAL RISK MANAGEMENT (continued)
(@ THEERGE) (a)  Market risk (continued)
(i) HEerERALEEFE (i) Cash flow and fair value interest rate risk
EZ
A E 8 R E R Bk The Group’s interest-rate risk arises from
B o 42T B BT borrowings. Borrowings issued at variable
B / M=
- rates expose the Group to cash flow
S it/ath/_\ £= ._A.E (\ ) ) ) }
EQETT;$7Z%E}T interest-rate risk. Borrowings issued at
/\"fiij"‘\%ﬁﬁ;\&;Eﬂ fixed rates expose the Group to fair value
iﬁéﬁﬁwﬁ NN $7’:7¥K interest-rate risk. The Group has not used
RAnRBEMERRR - & any interest rate swap arrangements but
S EN SR E AR RE will consider hedging interest rate risk
BHzeHE - A - AEEE should the need arise.
NERERZ B X
[\ -
T R AR A B A The table below summaries the impact of
FTH#gHEBERLT  R-% changes in interest rate at 31 December
v E+-A=+—AE 2017 and 31 December 2016 with all other
_ﬁ—*;ﬂ'jﬂ = variables held at constant on the Group’s
— = /\ J— f— - .
Bt F 2 25 B Y A 4 [ 40 profit for the year.
ERFINEE -
Fl=
Interest rate
£FH10% T#%10%
10% higher 10% lower
AR®TF T AR®FT
RMB’000 RMB’000
TR ERER Borrowings at variable rates
—E—HFHEA (Decrease)/increase in profit
Gt /g for year 2017 (50,202) 50,202
ZE—RNEEF (Decrease)/increase in profit
R, /120 for year 2016 (45,612) 45,612
AEBEBROFERER The interest rates and terms of repayment
HAAMISE20I EE - of borrowings of the Group are disclosed in
Note 29.
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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, pledged bank
deposits, and trade and other receivables.

Substantially all of the Group’s cash and cash
equivalents and pledged bank deposits 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 pledged bank deposits 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 29% of the balance of trade and other
receivables as at 31 December 2017 (2016: 34%).

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 B EREE &) FINANCIAL RISK MANAGEMENT (continued)
(b) EERR(E) (b) Credit risk (continued)
MhFEEEARIEMERER Maximum exposure to credit risk before collateral
A H = = AR held or other credit enhancements:
AEBRSER
Group Maximum exposure
—E—+tF
2017
AR¥TF T
RMB’000 RMB’000
BEEEBEXRIINER Credit risk exposure relating to
H{=ERKE off-balance sheet items:
B RS IEIR Financial guarantees 1,032,420 2,622,966
(c) HREBE£ER (¢)  Liquidity risk
rEEEEGEBERFARRS The board of directors of the Group manage the
NERNB RS EAENRFERR liquidity risk by maintaining sufficient cash to meet
TEERE(BEREERRART the normal operating commitments and sourcing
ERNERCESREEREE adequate funding through banking credit facilities,
R including short-term and long-term bank loans.
TEREBRGEEERBERHATH The table below analyses the Group’s non-
HMEEHIHBHINT - BAE derivative financial liabilities into relevant maturity
BEHETTESRBEY AEBE grouping based on the remaining period at the
BIR#AR - ZEFMBEENSEA consolidated balance sheet to the contractual
AHRFRESTRE - HRBHR maturity date. The amounts disclosed in the
HETK MR TZEARNEES table are the contractual undiscounted cash
B AE R B AR AR BRAE S o flows. Balances due within 12 months equal their
carrying balances, as the impact of discounting is
not significant.
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4 BEREREE ) 4 FINANCIAL RISK MANAGEMENT (continued)
(c) FEBESARE) (¢) Liquidity risk (continued)

DME 1228 2258
Less than Between Between
1year 1and2years 2and>5 years

ARRTE  ARRTR  ARETZ
RMB0O0 ~ RMB'OO0  RMB'000

RZB-tE+=B=t-HF At31 December 2017

\

ER(E2EMFE) Borrowings (principal amount plus

interest) 12,699,230 2,661,310 6,272,070 2,807,811 24,530,421
B5 RAMERNTE Trade and other payables

(TafeRaR) (excluded non-financial liabilties) 13,889,210 124,510 - - 14013720

Aipaf Other libilties 5,367 73,137 - - 78,504
SBERANELE Principal amount of

financial quarantee contracts 171,150 117,151 617,951 126,168 1,032,420
@ Total 26,764,957 2,976,108 6,890,021 3,023,979 39,655,065

182% 2555 185 E
Less than Between Between Over
fand2years  2and 5 years 5 years

- =

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

R=Z2-XE+=A=t-R At 31 December 2016

ER(RLEMAE) Borrowings (principal amount

plus interest) 9,475,288 3,047,142 3,764,108 3,191,546 19,478,084
BSRAMEMNFE Trade and other payables (excluded

(THEFELREE) non-financial liabilities) 12,895,856 73,391 - - 12,969,247

Bpaf Other liabilties 23,895 8,086 81,887 1 113,929
RERANALE Principal amount of

financial guarantee contracts 1,347,794 588,250 686,922 - 2,622,966
4t Total 23,742,833 3,716,869 453,917 3,191,607 35,184,226
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4 HREREEE) 4
(d) AREEME
TREZEGMEESTIZ AR EET]
EHNEeRIT A - TRKAEEDN
™~

« RARERBBEERT
5 L BECRERE) (5
—#) -

. BE—RAEREN®RE
s BEXBENAER
BEmSaAEAER)
SEERERMESHAED
feERGSL) (BE=R) -

. I FEAR 35 A B R T 35 BUR
BENEELREHARE
(AR ERBAE) (=
R o

TRHEWA-_ZE—+FE+ - A
=T—HEREAREBEFENLRE
EEE  BEZRAAEBENEN
WEMERNTERME1 -

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
2017. See Note 11 for disclosures of investment
properties that are measured at fair value.

£ E-R et @t
Level 1 Level 2 Level 3 Total
AREFT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
BE Assets
BARBEFEEAES Financial assets at fair
FABRASREE value through profit or loss 15,371 - - 15,371
RN ESHEE Available-for-sale
financial assets - - 681,767 681,767
BEE Total assets 15,371 - 681,767 697,138

2017 F EHRE
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4 BEREREE ) 4 FINANCIAL RISK MANAGEMENT (continued)
(d AREEMGFE) (d)  Fair value estimation (continued)
TREWR_ZE—XRFE+HA The following table presents the Group’s assets
—t+—HERAABEIENSSE that are measured at fair value at 31 December
EEE - 2016.
-3 EF-H =R .
Level 1 Level 2 Level 3 Total
NEETTL ANEETTL ANEETFTL NEETFTL
RMB’000 RMB’000 RMB’000 RMB’000
BE Assets
WAL EEEEEES Financial assets at fair
HABRHEREE value through profit or loss 2,901 - - 2,901
HNESHEE Available-for-sale
financial assets - - 583,560 583,560
wEE Total assets 2,901 - 583,560 586,461
FRN - FREE _F 2 EBE There were no transfers between Levels 1 and 2
E R during the year.
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4 HEBERRER@®
AR EESE(E)

(d)

2017 F EHRE

U

(i)

F—RTHTA
REBMEEENERT
ARnrBEREAERN
MISWEE - FRTIS
EAESRERMER S
r-x5E - BN
TERER  BERBIAR
ERBERGHRENTS
A B E R E MR A
FEEETHERMER
7 ARERBEMEE
PTRNTSERESERE
BE ZFELAINAE—
Mo F—RABENIA
BERFIIKLBEFR
ZF LR RR EHAR
PR E -

F_REHITA

RERMSTEEEN T
BT E(BAImmSIITET
B) A EBEFBEERN
EF ZEMERNEZ
MATEREMSEE (N
H) BEVRBEENRE
EfEET - WErETEMNA
REBEBMBEMBEER@EA
EAERHE - BIZZT
BOAE =& -

4

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 BKRREESE)
(d) DREEESE)

(i)
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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;

° 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 BRRBREE®)
(d ArEEMGEGE)

(i)  FB=Rz@HITA
TREVNEHEZZT—tF
+ZA=+—BEKZ=F
—RNFE+ZA=+—Hit

FINANCIAL RISK MANAGEMENT (continued)
(d) Fair value estimation (continued)
(iii) Financial instruments in Level 3
The following table presents the changes in
Level 3 instruments for the year ended 31
December 2017 and 31 December 2016.

AHHESREE
Available-for-sale
financial assets
= =
2017 2016

ARBTRT ARETR
RMB’000 RMB’000

FHER Opening balance 583,560 604,151

NE Additions - 2,200

REM 2 EUNEFERA Fair value gain recognised in other 99,151 -
AR EENE comprehensive income

HeE Disposal (944) (7,791)

Bt Provision - (15,000)

FAREEH Closing balance 681,767 583,560

(e) EXEKRER
ANEFEEREEANE N AREAR
SEEBUFERETNBRRE
R B 3R DA K A E 4th A% B AS 2R A
# o WHHFREEARBIARK

REFIABEARE  A&HE
AHAERARRIMREHNEE
BOIHBORBEEEARDE
IE o

2017 F EHRE

(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.
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4

234

B EREE %)

(e)

EXEMEE(E)

HENEMAR K AEBEIR
BERBBHRERERN - K
iR AEFRAKRAE R @B
g aEFRRENAR(ERT
RAEEERBRTARN RS &
FRBERDBRELREEE
VEE  BERNBBEERGAEER
BRFR s B EFEAE -

RZE—tFR - F+=
A=+—H®MERBFELLLENT

4

FINANCIAL RISK MANAGEMENT (continued)

(e)

Capital risk management (continued)
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.

The gearing ratios at 31 December 2017 and
2016 are as follows:

—®—tF —FA%E
2017 2016

ARBTFT ARETT
RMB’000 RMB’000

B RAEEA()
W BE MR EEY
(Ht5t25)

Total borrowings (i)
Less: cash and cash equivalents
(Note 25)

22,843,811 18,589,087

(12,222,026) (9,020,381)

BEFER Net debt 10,621,785 9,568,706
Bl Total equity 27,814,734 25,366,513
B4R Total capital 38,436,519 34,935,219
BERGELE Gearing ratio 28% 27%
0] ERBRERLREREAR () Total borrowings comprised borrowings

#& 22,734,859,000 T
ZE-ARFARE

of RMB22,734,859,000 (2016:
RMB18,224,396,000) (Note 29),

18,224,396,000 7T ) ( M &+
29)MER  iTAEMA
& M AR # 75,460,000
T(ZE—XRF : AR
82,053,000 7T ) HY & X &
FFAE S K E K
H M A R 33,492,000
TT(ZE—RF: ARK
282,638,0007T ) KIfE X °

AVIC INTERNATIONAL HOLDINGS LIMITED

borrowings included in other liabilities of
RMB75,460,000 (2016: RMB82,053,000),
and borrowings included in trade and
other payables of RMB33,492,000 (2016:
RMB282,638,000).
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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.

(a)

(b)

Impairment of goodwill

The Group tests goodwill for impairment annually
or whenever there is an indication of impairment
in accordance with the accounting policies
stated in Note 3.9. The recoverable amount of
cash generating units to which the goodwill is
allocated is determined based on value-in-use
calculations (Note 8). In estimating the future cash
flow forecasts, management makes assumptions
on the revenue growth rates, gross margins and
the discount rates. Effects of reasonable possible
changes on these key assumptions are explained
in Note 8. No impairment of goodwill was
recognised during the year.

Construction contracts

The Group uses the percentage-of-completion
method to account for its construction contract
revenue. The stage of completion is measured
by reference to the contract costs incurred up
to the year end date compared to the estimated
total costs of the respective construction contract.
Significant assumptions and estimates are made
by management in estimating the total contract
costs. Changes in assumptions and estimates
will lead to an increase or decrease in revenue
recognised for the year. Management regularly
checks and adjusts the assumptions and
estimates in determining the total contract costs.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)

(c)

(d)

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.

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 2017.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)

(e)

(f)

Impairment of inventories

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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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)

(9)

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.

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:

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

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

Retails and Consumer Products — manufacture

and sales of mechanical and branded quartz time
pieces
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SEGMENT INFORMATION (continued)
o Trading and Logistics — trading, logistics and
shipping building business related to EPC Projects

o Real Estate — real estate development and
construction engineering work

The hotel business and standard parts products are
included in 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 2017 is as follows:
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6 SHPBERHE) 6 SEGMENT INFORMATION (continued)
REENDHERSTAT ¢ An analysis of the Group’s segment information is as
follows:

BECT-LETR=T-ALEE
Year ended 31 December 2017
FPDER PCBEEER ZEH
REMlE  HERME HER  EARUR

Manufacture ~ Manufacture Retails
andSales  and Sales and Trading
of FPD of PCB  Consumer and
Products Products Products Logistics  Real Estate Others
ARETE  AREFT  ARETE  AREFL  ARETL AREFR
AHEE Segment results RMB’000 RMB’000 RMB’000 RMB'000 RMB000 RMB’000

BINBRERMA Revenue from external customers 13,788,016 5502534 3322928 8728103 4,517,885 2213 36,981,679
A

iR Inter-segment revenue - - 3,788 71,668 - - 75,456
xR Seqment resuts" 533,703 523,425 193120 (41419)  (172,6%) (55891) 780,303
EfbgA 25 Other income (Note 35) 662,662 101,839 34,581 60,469 1,731 5,985 867,287
Efba- 38 (02%)  Other gaing-net (Note 36) (18,110) (15,747) 6,933 (45 520,896 (896) 492,81
RENELLER Fair value gain on investment properties

Wathin) (Note 11) 4,955 1,244 104,951 57,21 118 4130 172,619
et Operating profi 1,183,230 610,761 330,585 (123,974) 350,110 (46672) 2,313,040
BAGREEHi239)  Finance costs, net (Note 38) (278760)  (101,377) (30.002)  (464,249) 10,961 (96,675)  (970,092)

EEERESEAED  Share of (oss)profi of investments
e e accounted for using the equity

(1) method (Note 14) (37,943) (223) 456 200,130 62,072 3,125 21617
HERER(Hi#40)  Income tax expense (Note 40) (06886) (55085 (15617)  (34649) (149,624 8 (451,754)
KEERH Profit for the year 779,641 454,096 204,432 (472,742) 213,519 (140,135) 1,118,811
-% BERHE - Depreciation of property, plant

fE(Wis7) and equipment (Note 37) 971,749 274,805 32,719 153,767 31,331 158,129 1,622,500
- Tt REE S - Amortisation of land use rights

(hits7) (Note 37) 18,676 5,763 782 18,789 189 7,737 51,886
-BEERY - Amortisation of intangible asssts

(isr) (Note 37) 38,368 3,943 5,029 34,364 53 212 82,009
-HUERHAZEE - Amortisation of other non-current

(fisr) assets (Note 37) 5,203 2,050 12,002 17,958 6,390 337 44,030
-BREE ) - Provision for bad debts (Note 37) 185,611 1,142 11,840 32,556 20,673 10,854 268,676
~[FER A 337) - Provision for inventory obsolescence

(Note 37) 81,563 9,808 50,587 53,817 2,209 3,578 201,562

~EYREANTE - Provision for amounts due from
SEREWEY) customers for contract work

(Note 37) - - - 54,245 - - 54,245
* DEEEREFNNBRBEEERRITHR * Segment results represent gross profit deduct
FX o distribution costs and administrative expenses.
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6 SHHERE) 6 SEGMENT INFORMATION (continued)
AEBNDHBERSWTOT : (£) An analysis of the Group’s segment information is as

follows: (continued)

BE-F-NETZASH-HILER
Year ended 31 December 2016

FPDER
HE HE
Manufacture ~ Manufacture
and Sales and Sales Trading

of of PCB Consumer and
FPD Products Products Products Logistics

[ 2

AhxE Segment results RUB'000  AMBOO0 | ‘ RVBI00

RENSZEHMA  Revenue from exteral customers 10656337 4438580 2965074 10745852 3544146 657928 33007917

AHEBA Inter-segment revenue - 7 4989 1,209 - - 6,202
AzE Segment results® 162,900 338,306 168,884 (210,024) 7,709 16,315 483,000
EfpA Other income 396,552 75,548 38,121 127,710 18,397 7,846 664,174
Athza-58 Other gains-net (2,618) (16,765) (696) 2817 (3,660) 458,488 467,566
REMEDLBERE  Fairvalue gain on investment
properties 5,25 675 105,437 105,963 1,534 (6,426) 212438
et Qperating proft 562,089 307,764 311,746 56,466 23,980 475003 1,807,268
iyt Finance costs, net 147,085 (80,069 BI709 (101,379 0129 (157808 (251859)
ERERESEAE  Shareof oss)proft of investments
EIRE(EIR) /87 accounted for using the equity method (4,938) (195) 586 172,993 44,382 9,658 222,486
Fefms Income tax expense (125,573) (25,104 (63,302) (98,395) (45,202) (152,327) (500,923)
REERA Profit for the year 578813 292,39 191,321 29,685 21011 174,746 187,972
-11% RERRERE - Depreciation of property,
plant and equipment 1,083,820 292,738 134,421 148,178 47120 64,478 1,770,755
-HHERERE - Amortisafion of land use rights 15,378 5,763 732 17,404 189 11,608 51,074
-EVEEER - Amortisation of intangible assets 40,265 4475 968 19,182 102 13 65,128
-EMIERHEERY - Amortisation of other non-current
assets 17,243 649 9,542 13,544 8,649 401 50,028
-S5EE - Provision for bad debts 10,612 3,69 10,188 4.7 21,301 4 91,075
-REFERE - Provision for inventory obsolesoence 97,022 32,916 19,190 6,302) 93 - 142,733
-EWREAHTR - Provision for amounts due from
TERE customers for contract work - - - 60,415 28,623 - 89,038
* DEEEEEFNGREEE A RITH * Segment results represent gross profit deduct
FX e distribution costs and administrative expenses.
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6 SHPBERHE) 6 SEGMENT INFORMATION (continued)
AEBNDHBERSWTOT : (£) An analysis of the Group’s segment information is as

follows: (continued)

W-B-tE+ZfA=1-R
As at 31 December 2017
FPDER PCBEMER BEH
BEREE  HEEEE HER  BRENR
Manufacture ~ Manufacture Retails
andSales  and Sales and Trading

of FPD of PCB  Consumer and
Products Products Products Logistics ~ Real Estate ~ Unallocated

ARRTR  ARBTT  ABRTL  ARRFT  ARRTT  ARRTR

A94E Segment assets RMBOO0O  AMB'0O0  RMB'OO0  RMBO00  RMBOO0  RMB'0OC

AR Segment assets B0GA6T 6683017 3609704 17012760 7320615 3225580 70,949,037
FREREARN Investments accounted for

REWit) using the equity method (Note 14) 313,408 5,186 43,880 726,227 27428 1,878 2614019
BEE Total assets 3400860 6,689,103 3653584 17738987 7,558,038 4513475 73,563,056
aaf Total liabilties 16970315 3965118 1130579 15473346  6,116583 2083381 45748322
BRESH Capital expenditure 7,350,366 624,317 43,244 143,860 58,686 88465 8,308,938

RZE-~E+ZA=1-H

As at 31 December 2016

FPDEMm TEHE

HEHEE  REREE HEm

Manufacture ~ Manufacture Retails

and Sales  and Sales and

of FPD of PCB Consumer

Products Products i Real Estate  Unallocated
THEE Segment assets RMB'000
NHEE Segment assets 25,003,774 4599821 3751498  17,380671 6234663 3,025,167 60,256,594
FREZANEMNEE  Investments accounted for

using the equity method 330,351 5,409 43424 686,479 432107 3027378 4,525,143
BEE Total assets 25094125 4605230 3794922 18,067,150 6,666,770 6,052,540 64,780,737
ek Total liabilities 9652552 3330667 1572809 15,659,357 5246642 3,952,197 39,414,224
BRI Capital expenditure 3,083,750 390,587 126,695 434,452 6,742 189,509 4,180,735
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6 DEER () 6 SEGMENT INFORMATION (continued)
REBEZEBFEMNFE - HRkgh The Group entities are principally domiciled in the PRC.
DA R B B R R [ /9 9 2B &= P 9 Uk The result of its revenue from external customers in PRC
AT - and other countries and districts are disclosed as follows:

—E2—+tH —EB—RF

2017 2016
AR¥TFT AREFT
RMB’000 RMB’000

N Revenue
oh B bty Mainland China 19,684,369 16,114,341
EB Hong Kong 1,184,130 1,306,007
EES Europe and America 4,379,738 4,066,993
R NEREDR East Asia and Southeast Asia 6,462,261 4,625,314
HAh Others 4,871,181 6,895,262
IrEEERIRALE Total revenue per consolidated statement 36,581,679 33,007,917

of profit or loss

WA REPREBRRETHR Revenue is allocated based on the country in which
customers are located.

—E—+F KT
2017 2016

ARMFIT ARETT
RMB’000 RMB’000

BReEmITAERELERE Total of non-current assets other
EEMNERBEEHAT than financial instruments and

deferred tax assets

R Mainland China 29,810,726 22,803,833
BB Hong Kong 110,607 77,639
G2 Europe and America 631,615 574,217
- CEDNE Nr k] East Asia and Southeast Asia 128,806 300,230
HAth Others 150,012 369,570

30,831,766 24,125,489
AR EARNRE Investments accounted for using the
equity method 2,614,019 4,525,143

33,445,785 28,650,632
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6 DEERE) 6 SEGMENT INFORMATION (continued)

—E—+tF —E—RF
2017 2016
AR¥ETFT AR TFT
RMB’000 RMB’000

EARMZH Capital expenditure
A [0 (A b Mainland China 8,104,052 3,688,798
i Hong Kong 892 396
BES Europe and America 43,003 32,793
Hith Others 160,991 458,748
8,308,938 4,180,735

BEANY B EEFEETOR - Capital expenditure is allocated based on where the

assets are located.

WAHA T - Revenue consists of the following:

—®—tF —FAT

2017 2016
ARMEFT AERETFT
RMB’000 RMB’000
BRI 5 EHWR A D AT Analysis of revenue by category
EmiHeE Sale of goods 28,994,539 25,016,044
BRI Revenue from construction contracts 6,806,673 7,279,812
M A Rental income 351,422 283,687
ARG U Services income 206,726 200,734
HAh Others 222,319 227,640
mAEBEERWAETE Total revenue per consolidated statement
of profit or loss 36,581,679 33,007,917
AEBEFPRZ  HMERPHAEE The Group has a large number of customers, none of
BHE-_Z—t+tFER_ZTE—X<"F+=A which contributed 10% or more of the Group’s revenue
=+ —HIEFEMNRAI0%IA £ - for the years ended 31 December 2017 and 2016.
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7 T EARE 7 LAND USE RIGHTS
=E2—tF —ET—REF
2017 2016
AR®FRT ARETFT
RMB’000 RMB’000
R—A—H/EREFE Net book value at 1 January 2,195,136 2,195,127
NE Additions 9,993 93,335
B TR EE Transfer from construction-in-progress - 107,243
W B — P B A R Acquisition of a subsidiary - 13,799
37! Amortisation (51,886) (51,074)
& Disposal (2,794) _
HEHMB QR Disposal of subsidiaries - (163,294)
A+ A =+—H®EREFE Net book value at 31 December 2,150,449 2,195,136
BT A R#51,886,0007C( —F —X Amortisation charges of RMB51,886,000 (2016:
F : AR¥S51,074,0007T) B EF ATTIRE RMB51,074,000) were included in the administrative
% o expenses.
REBR T HFEREHNRARERM - The Group’s land use rights are in mainland China.
AR BE A AR+ H(E BENEA The respective land use rights in mainland China were
BB FH 2 A#ET302504F © granted for periods of 30-50 years from the date of
grant.
RNR-FE—+F+—-HF=+—H EF4 As at 31 December 2017, certain bank borrowings
TEZIBEANEFREmFEAEARE were secured by the land use rights of the Group
375,821,000 T (ZE—XFE : AR with net book value totalling RMB375,821,000 (2016:
200,327,0007T ) B + #o {5 FREEHR IR RMB200,327,000). Details of the secured borrowings are
EHE R B MIEE29(a) © in Note 29(a).
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Bma GOODWILL
—E—tF ZE—REF
2017 2016
AR¥TFr ARETT
RMB’000 RMB’000
m—HR—H As at 1 January 960,054 945,168
Wi — M B A R Acquisition of a subsidiary - 1,384
SN R Currency translation differences 29,289 13,502
R+-—A=+—H As at 31 December 989,343 960,054

FEIFEFEAN _—Z——FWBETME
AR RR R R ([ EE /MR 1)69.77% %
BRI =FRBEMSE AR
AR EMEN]) 28R E RZT
— U BEKHD Wedag International AG
([KHD 1) 89.02%#E R —F —MF
WERERXSEHMETARAA(HIEX
55 1)90% I3 HE -

BEREREZEYROMET - Kl
ReELBEUNAKESRERNERE
BAE  FHEAEREEEMRREEE
TFEHNMBEARATARERER
ABETT - BALFHNRSRERAMN
TAMEEHERERES -

AVIC INTERNATIONAL HOLDINGS LIMITED

Goodwill mainly arose from the acquisition of 69.77%
interest of AVIC Weihai Shipyard Company Limited
(“Weihai Shipyard”) (FHEUEMAR A F) in 2011,
100% interest of Deltamarin Oy (“Deltamarin”) in 20183,
89.02% interest of KHD Wedag International AG
(“KHD”) in 2014, and 90% interest of Wuhan Tianma
Microelectronics Co., Ltd (“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)
BIEAXBERMBERAMMEAEES The key assumptions used for fair value less costs to sell
ERNTFEBREBLOT and value-in-use calculations are as follows:

7N ) REXSE
Weihai B EM Wuhan Hity
Shipyard Deltamarin Tianma Others
SEEALEF L)  Carrying amount (RMB000) 227,107 114,048 350,300 261,482 36,406
FElEER Annual revenue growth rates 3.00% 3.50% 3.00% 2.00%  0.00%-3.00%
BENE Gross margins 17.80%  7.00%-9.00% 13.18% 12.00% 17.00%
FRHEE Annual discount rates 20.67% 156.74% 17.47% 14.94% 14.97%-16.42%

HERRCARDIMEEDMAZHE S
EE B -

EEEREBERAREEMSERD
ERETREBENE - FTERANINE
T i R R R E P ETER —
B IERARMRESHATIRE - I
[k B2 R 4K & 0 RR AR RE Y 4 TE LR

RAETRENGER  ARREFRRE
ARHERRES o

HWEFARKREEREBRNR _E—LFR
CE-RFTA=T—HEEENG
FHE10% » RIS E 7] #E A7 B BB &
B AK#96,050,0007(=ZF—7RF : A
R #207,207,0007T) °

WR—_BE—tFR_ZTE—X"F+_A
=+ —HBEAREEIN1% - BIAREE AR
R R E FT 1B A R 247,030,000 7T
(ZZ—"%F + AR®290,204,0007T) °

2017 F EHRE

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
2017 and 2016, the Group would have recognised
RMB96,050,000 impairment loss on the goodwill (2016:
RMB207,207,000).

If the discount rate had increased 1% as at 31 December
2017 and 2016, the Group would have recognised
RMB247,030,000 impairment loss on the goodwill (2016:
RMB290,204,000).
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9 BEEE 9 INTANGIBLE ASSETS

EhUR BERFTR BHERE EFBf
Computer  Trademark  Maritime 25|  Customer Ht
software and licenses rights of use Patents relationships Others

ARKTE  ABETR ARETT ARETZ  ARRTT AREFZ
RMB000 ~ RMB'OO0 ~ RMB'0O0  RMBOOO  RMBY0O0  RMB'000

R-Z2-t£-A-B  At1January 2017

KA Cost 328,747 226,429 25,670 414,397 256,248 5943 1,257,434
ZHBERAE Accumulated amortisation and
impairment (020353  (3922) (983  (96786) (51,133 (3043 (38507
REFE Net book amount 108,394 222,507 15,835 317,611 205,116 2,900 872,363
BE-E-tE Year ended 31 December 2017
TZA=t-BLEE
ENEEEE Opening net hook amount 108,304 2225507 15835 317,611 205,116 2000 872,363
EFEE Exchange differences 343 14,625 - 10,505 14,720 - 40,193
RE Additions 52,899 233 - 561 - - 53,693
NEEE Internal development 513 - - - - - 513
e Disposals (113) - - - - - (113)
- 2efi Amortisation charge (30,734) (1,940) (1,216) (26539 (21411 (169)  (82,009)
EXREFE Closing net book amount 131,362 235,425 14,619 302,138 198,425 2,731 884,700
RIB-tE At 31 December 2017
t2A=t-A
KA Cost 382,449 241,287 25,670 425,463 270,968 5943 1,351,780
ESEA e Accumulated amortisation
and imparment (251,087) (5,862) (11,051) (123,325) (72,543) (3,212) (467,080)
REFE Net book amount 131,362 235,425 14,619 302,138 198,425 2,731 884,700
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9 B EE®)

9

INTANGIBLE ASSETS (continued)

;L\ﬁ' ’%’4
Computer  Trademark Maritime Ef  Customer
softw and licenses  rights of use Patents  relationships
/ ) A T
RMB000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000
RZB-xE-A-B  At1January 2016
s Cost 308637 220,106 25670 284936 249463 5343 1,004,755
ZEHERRAE Accumulated amortisation and
impairment (185,152) (2,276) (8,619 (73,617) (47,400) (2,874) (319,943
REFE Net book amount 123,485 217,830 17,061 211,319 202,058 3,069 774,812
HE-E-AE Year ended
TZA=t-HLLEE 31 December 2016
EUREFE Opening net book amount 123,485 217,830 17,051 211,319 202,058 3,069 774,812
ERzE Exchange differences 1,207 6,323 - 7443 6,785 - 21,758
RE Additions 14,594 - - 122,018 - - 136,612
NE%RE Internal development 4,309 - - - - - 4,309
BT Amortisafion charge (3,201) (1,646) (1216) (23169 3,727) (169 (65,129)
EXREFE Closing net book amount 108,3%4 222,507 15,835 317,611 205,116 2,900 872,363
RZE-RE At 31 December
tZh=1-8 2016
KA Cost 328,747 226,429 25,670 414,397 256,248 5943 1,257,434
ZHEBRAE Accumulated amortisation and
impaiment (220,353) 3,922) 08%) (@678 (51,13 (04 (38507)
RETE Net book amount 108,394 222,507 15,835 317,611 205,116 2,900 872,363

B BRFARNFETRAX ©

2017 F EHRE

Amortisation charges was included in the administrative
expenses for the year.
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10

250

ME - BMENRRE 10 PROPERTY, PLANT AND EQUIPMENT
BEL
E73f
1HERF HENEEE  BERRG A& Computer Rt
Land and Leasehold Machinery and Motor  and electronic Other
buildings Improvements  equipment Vehicles ~ equipment  equipment
ABEFR  ARETL  ARETT  AREFT  ARETL  ARETR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
BHECE-tE Year ended

tZAZt-BLEE 31 December 2017
o Cost
£4) At beginning of year 8,828,151 559,471 13,503,431 194,129 550,380 220434 23,864,996
BEBIRER Transfer from construction-in-

(Hit12) progress (Note 12) 316,763 - 1,076,388 1,697 87,543 3213 1,516,604
AE Addtions 186,181 56,379 214,286 10,831 50,583 24,548 615,708
BREZLENE Transfer to investment

(Wi) properties (Note 11) (88,433) - - - - - (88,433)
G Disposals of subsidiaries

(Wiit43e) (Note 43(¢) 1) - (1,834) - - (5,688) (7,783
BEEARIR Transfer to construction-in-

(Hi12) progress (Note 12) - - (616) - - - (616)
At EM43p)  Other disposals (Note 43(b) (48,761) - (146,402) (20,029) (13,193) (8,654  (237,0%9)
EREE Exchange differences (25,178) - (14,289) (8,156) (2,225) 532 (49,316)
EX At end of year 9,168,512 615,850 14,690,964 178,472 673,088 214385 25,614,171
ZEfE Accumulated depreciation
£4) At beginning of year 1,529,873 427,808 1,768,718 143,592 337,366 118,064 10,325,421
TEEHR Charge for the year 306,132 72,951 1,112,542 18,258 62,543 37,168 1,622,500
BRERENE Transfer to investment

(Wit11) properties (Note 11) (15,788) - - - - - (15,788)
HEMBAR Disposals of subsidiaries

(W#430) (Note 43(e) (211) - (1,553) - - (5,579) (7,343)
BRSHRTE Transfer to construction-in-

(Wi12) progress (Note 12) - - (209) - - - (209)
EthtE 430  Other disposals (Note 43(b) (44,177) - (42,216) (17,872) (11,763) (6,654) (122,682)
EFZE Exchange differences (19,450) - (10,238) (890) (1,863) 508 (31,933)
FX Atend of year 1,756,379 500,765 8,827,044 143,088 386,283 143,507 11,769,966
HE Impairment
i) At beginning of year 5,524 - 13,114 74 301 10 19,023
EMEEHE3L)  Other disposals (Note 430) - - (3,269) - - - (3,269)
RERGHR Charge for the year - - 1,834 - - - 1834
FX Atend of year 5,524 - 11,679 74 301 10 17,588
REFE Net book amount
EX At end of year 7,406,609 115,085 5,852,241 35,310 286,504 130,868 13,826,617
L) At beginning of year 7,292,754 131,663 5,721,599 50,463 212,113 111,360 13,520,552

AVIC INTERNATIONAL HOLDINGS LIMITED
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10 Y% - BERRE#) 10 PROPERTY, PLANT AND EQUIPMENT

(continued)

THEEF HENFERE ] AE  Computer
Land and Leasehold  Machinery an Motor  and electronic
ts i equipment

AVBO00  AMBI000 RUB'OCO  AMBOOO  AMBI000

BE-E-1E Year ended
tZB=t-BLLEE 31 December 2016

A Cost
) At beginning of year 7,536,022 467,426 12,917,388 189,062 491,119 177199 21,778,216
BEEIRER Transfer from construction-in-

progress 1,361,969 - 423,060 279 18,612 3,544 1,807,464
WE-HMBAT  Acquisition of a subsidiary 23,028 - 7 - 11 - 24,016
RE Additions 149,512 92,045 383,739 12,290 74,309 34,001 745,896
BRZRENE Transfer to investment

properties (38,499) - - - - - (38,499)
HENBLAE Disposals of subsidiaries (215,873 - (52,810) - (969) 2,099) (271751)
Hiptg Other disposals (2,848) - (184,274) (9,306) (38,663 (11,143 (246,234)
EHER Exchange differences 13,940 - 16,251 1,804 5,961 27,932 65,888
EX At end of year 8,828,151 569,471 13,508,431 194,129 550,380 229,434 23,864,996
2ENE Accumulated depreciation
1) At beginning of year 1,300,996 321,546 6,634,687 123,162 306,579 107,974 8,794,944
Wee—FEMBAA  Acquisiion of a subsidiary 287 - 2 - 1 - 290
KEEHR Charge for the year 284,320 106,262 1,217818 25470 59,519 17,366 1,770,755
ERZREDE Transfer to investment

properties 2,101) - - - - - 2,101)
HERBLF Disposals of subsidiaries (57,207) - (18,239 - (249) - (75,695)
Efpihe Other disposals (2.966) - (134560) (7,644) (33,863) 7.7%)  (186,769)
ERZE Exchange differences 6,544 - 9,010 2,604 5379 460 23,997
EX Atend of year 1,629,873 427,808 7,768,718 143,592 337,366 118,064 10,325,421
e Impairment
) At beginning of year 5,524 - 11521 74 301 10 17,430
EfiHE Other disposals - - (1,565) - - - (1565)
REEHR Charge for the year - - 3,158 - - - 3,158
EX At end of year 5,524 - 13,114 74 301 10 19,028
FEFE Net book amount
EX Atend of year 7,292,754 131,663 5,721,599 50,463 212,713 111,360 13,520,552
) At beginning of year 6,229,502 145,880 6,271,180 65,826 184,239 69,215 12,965,842
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10

252

ME - BERREE)

(a)

AEENYME - BERRERE
SERRATIBR o

WEEBGEUTOBEPERMeRX
8

10

PROPERTY, PLANT AND EQUIPMENT

(continued)

(@) The property, plant and equipment of the Group
were stated at historical cost.

(b) Depreciation charge was capitalised or expensed
in the following categories:

—E—+F —E—REF

2017 2016

AREFT AREFT

RMB’000 RMB’000

SHERA Cost of goods sold 1,285,222 1,379,550
1TER X Administrative expenses 285,969 343,800
EEIR Construction in progress 2,060 11,365
HEEM Distribution costs 49,249 36,040
1,622,500 1,770,755

AEENETEEMRPEAM -

RZE—+tFER_T—XE+=
A=+—8  &FRITEFHE
mFE A AR ®1,167,465,000
JC —~NEFE . AR®
942,810,0007T ) M9 % ~ B 7 &
S84 (M 5E29()) VEHE IR -

— =

WZZE—tF+=ZA=+—8"
REBMPEREFEMEFEBAR
¥ 400,572,00070 ( = Z — /5 4F -
AR #237,812,0007T) WIEFE
WERE o

AVIC INTERNATIONAL HOLDINGS LIMITED

The Group’s buildings are mainly situated in the mainland
China.

As at 31 December 2017 and 2016, certain bank
borrowings were secured by the property, plant and
equipment with net book value of RMB1,167,465,000
(2016: RMB942,810,000) (Note 29 (a)).

As at 31 December 2017, the Group was still in the
progress of obtaining title certificates of buildings
with a net book value of RMB400,572,000 (2016:
RMB237,812,000).
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11 REYH 11 INVESTMENT PROPERTIES
—E—t5F ZE—RF
2017 2016
AREFT AR TFr
RMB’000 RMB’000
BRAREE At fair value
—R— R B Opening balance at 1 January 1,968,682 2,321,920
BYE - WEMEEERE Transfer from property, plant and equipment 316,826 36,963
— Y ENEER - Net book value of property, plant and
BREFEAZT0) equipment transferred (Note 10) 72,645 36,398
—EEEYE MERHKE - Revaluation gains upon transfer from
RS BH(HE property, plant and equipment 244,181 565
B T AR e Transfer from construction-in-process - 218,696
—HEEBTETRERN - Net book value of construction-in-process
BREFEE transferred - 212,180
—EERTETENNE — Revaluation gains upon transfer from
EHEE construction-in-process - 6,516
AR EERARFRE Net gain from fair value adjustment 172,619 212,438
HE—EE AR Disposal of a subsidiary - (821,335)
+=-—A=+—HERGEH Closing balance at 31 December 2,458,127 1,968,682
(a) RNEZRINVRENESEWOE : (a Amounts recognised in profit and loss for

investment properties were as follows:

—B—tF —TRF

2017 2016

AR¥FT AREFT

RMB’000 RMB’000

WA Rental income 181,699 174,599
EXHSWRARNDZEDN Direct operating expenses from

BHELLEHY properties that generated rental
income (38,316) (563,550)
143,383 121,049

RZE—+tF+=A=+—8"
RE BB ERREBS RIREHR
BIBAHNEE(CZE—XNE+_-A
=+—R8:&)-

2017 F EHRE

As at 31 December 2017, the Group had no
unprovided contractual obligations for future
repairs and maintenance (31 December 2016: Nil).
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11 REWHE®)

(b)

(c)

254

HEZH
ETFHREDEEBREPKLRAE
HBETEBA  ZEBEASASN
il

REBETATHELERES  REMH
BHMBHRRPEINRENESR

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

EEWHERENT not recognised in the consolidated financial
statements are as follows:

—EREF

2016

AREFT

RMB’000

—F LA Not later than one year 187,819 195,558
—FUAERRAFUR Later than one year and not later

than five years 333,505 405,140

RFLE Later than five years 58,159 57,385

579,483 658,083

AEENREM RN FTE -

REMENRAAREBE
AEENKREYMECAMGEMT
BEETEARARIETE MG
B UEETZEREVERC
E—tFRZZTE-RFT+ A
=t+—HOAREE - BEfhks
FATREMERAREERE] -
TRZHEED T AR R EET
RO EME - TRRANEEN
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AVIC INTERNATIONAL HOLDINGS LIMITED

(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 2017
and 2016. 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 REWHE®) 11 INVESTMENT PROPERTIES (continued)
(c) RBREVMENLIAEBEE) (c) Fair values of investment properties
(continued)
R=2—+tH&+=HA=+—AH
FRUTEEFEAAEE
Fair value measurements
at 31 December 2017 using
BEEE
RIEE
ik Ay
HREGGE-—R) HihE X
Quoted TEHR@GAE BEARART
prices in (B=#) B AE
active Significant (BE=4)
markets for other Significant
identical observable unobservable
assets inputs inputs
(Level 1) (Level 2) (Level 3)
(AE¥Fr) (AEETFRT) (AREFT)
(RMB’000) (RMB’000) (RMB’000)
REME Investment properties
—MAEF— - Office buildings - PRC - 957,375 993,177
— K EEH — - Manufacturing sites — PRC - - 469,273
—FE-FH - Dwelling houses - PRC - 30,555 7,747
- 987,930 1,470,197
NE BRI AR B A B ped g The Group’s policy is to recognise transfer into
MEHFNBEREESSHERLN and transfer out of fair value hierarchy levels as of
BEBRANEALEL - the date of the event or change in circumstances
that caused the transfer.
RFER BE—R - F_FZRE= There were no transfers between Level 1, 2 and 3
2 D e g o during the year.
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11 REWHE®) 11 INVESTMENT PROPERTIES (continued)

(o) REVENDIAEEGE) (c)

RHEXT BB AEEA
AAEE(E=R)

Fair values of investment properties
(continued)

Fair value measurements using significant
unobservable inputs (Level 3)

BogE £EM e

Office Manufacturing Dwelling

buildings sites houses
(ABETT) (AREFT) (AE#FrT)
(RMB’000) (RMB’000) (RMB’000)

RZZ—+t&F—A—H Asat 1 January 2017 857,504 456,298 6,397
DNABEFHEZW  Net gains from fair value
adjustment 90,706 12,975 1,350
NE Additions 44,967 - -
RZE—+1F As at 31 December 2017
+ZA=+—8 993,177 469,273 7,747
RNEEHAERMEE  Total gains for the year included in
BERNREYE  profit for assets held at the end
NABEKZEIET  of the year, under ‘fair value gain
Rty on investment properties’ 90,706 12,975 1,350
REZHAFEREE  Change in unrealised gains for
BERENRRER the year included in profit for
gy assets held at the end of the
year 90,706 12,975 1,350

256 AVIC INTERNATIONAL HOLDINGS LIMITED
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11 KREWE (&) 11 INVESTMENT PROPERTIES (continued)
(c) RBREVMENLIAEBEE) (c) Fair values of investment properties
(continued)
RAEXT A B EG A B 28/ Fair value measurements using significant
DAEE(FE=R)(E) unobservable inputs (Level 3) (continued)
WMAEF HEL, (e
Office  Manufacturing Dwelling
buildings sites houses
(AREFr) (AREFT) (AREFT)
(RMB’000) (RMB’000) (RMB’000)
RZZ—R"F—HA—H Asat 1 January 2016 1,398,174 440,856 383,689
DNABEFHEZW  Net gains from fair value
adjustment 6,655 15,442 254
NE Additions 255,658 - -
HE—FHRBAR Disposal of a subsidiary (802,983) - (27,546)
RZE—XRF As at 31 December 2016
+=-A=+—-H 857,504 456,298 6,397

REFEFFAFERFE  Total gains for the year included in
BERMMEEME  profit for assets held at the end
NABEKZEIET  of the year, under ‘fair value gain
HBlz on investment properties’ 6,655 15,442 254

RNEEFF AFERAE  Change in unrealised gains for
EERNMARER the year included in profit for

sy assets held at the end of the
year 6,655 15,442 254

EEE B (E A T2 Valuation processes of the Group

REBMREMER T —LF The Group’s investment properties were valued at
+ZA=+—HHRAEERNEL 31 December 2017 by independent professionally
BEGAEMEITHE  ZEERM qualified valuer who holds a recognised relevant
BERBERATZEXENR - B professional qualification and has recent
DRATHEREMENH R KD experience in the locations and segments of the
BEITHE - TBREMES MU investments properties valued. For all investment
HEER&BRRRENTER - properties, their current use equates to the

highest and best use.
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11 REWHE®) 11

(o) REVENDIAEEGE)

ANEEFR S EBE ()

REBEBEHEE—ZEK &
ERMBREENERNAB LG
EMETHHE ZEEREER
EFEEgRE -RZZE—EF+=
A=+—H ZEMENLIAE
BEEAPHEETEERARE

F o

1Al

RAREBEBRRAF —EHNRE
MEME  HERBHESELER
BE - HAOInaELBYEE
ERET2HE(HIUMEER)F
ZRFHAR - ZBEHENK
EZHPANER/EFIANER

RAREBEBRAF FNRE
MEME  HERBEEATAER
RPABELERERRASRER
AEE - ZEBANERE

ARMEE REVERBERGLE -
REerA BUREE  YUE
CRERELIER =0l S/

Hp &4 RIMERE
1B R - BlanE LY
EMBEEMHEESE
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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 valuer for financial reporting
purposes. This team reports directly to the board
of directors. As at 31 December 2017, 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
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11 REVE#)
REVENDAEEE)

(c)

2017 F EHRE

1 E R (&)

IR

GHES

HEERR

B e

RBRERESER
BRI R
Lk BaCE

REEMREEERE
MR )RS M IR R
KGR

BERYEOESRT
EAE TS G R
FRELBIRE

REVENERI
BoNNREE W
S REER SN TS
8%

AFRABBERE
ZEXRMISHEEH

B -

RAREE - [BEXMILEES -

11

INVESTMENT PROPERTIES (continued)

(c)

Fair values of investment properties

(continued)

Valuation techniques (continued)

Discount rates Reflecting current market
assessment of the
uncertainty in the amount
and timing of cash flows;

Estimated Based on current and
vacancy rates expected future market
conditions after expiry of

any current lease;

Maintenance costs Including necessary
investments to maintain
functionality of the
property for its expected
useful life;

Capitalisation rates Based on actual location,
size and quality of the
properties and taking
into account market data
at the valuation date;

Terminal value Taking into account
assumptions regarding
maintenance costs,
vacancy rates and
market rents.

There were no changes to the valuation
techniques during the year.

PHBERERROBRAT 259



R M BARMEE

Notes to the Consolidated Financial Statements

12 HEEIRE 12 CONSTRUCTION-IN-PROGRESS

—E—tF ZE—RF

2017 2016

AREFT AREFT

RMB’000 RMB’000

FE 4] At beginning of year 3,993,953 3,175,032
B - WE MR R Transfer from property, plant and equipment

(Hia£10) (Note 10) 407 _

EEREWEYE Transfer to investment properties - (212,180)

NE(a) Additions (a) 7,773,472 2,948,933

HEEEYE  BEMERE Transfer to property, plant and equipment

(Ktzt10) (Note 10) (1,516,604)  (1,807,464)

BER 2 A (S A Transfer to land use rights - (107,243)

EEREHMIERBEE Transfer to other non-current assets (7,389) (3,125)

10,243,839 3,993,953

@ ARETZERBELEME X
&N T2 E A B o

FER - FAERZIENERILE
TEFHE A ARA10,063,000
T(KIEES8) (ZZE—XRF : AR
¥ 54,966,000 7T ) * B AL F| X
BEFA489%(ZTE—RF : 8F
2.67%) °

R—E—+F+=-_A=+—8"
ETROTEFAEDFEAAR
¥ 27,042,000 0 ( =& — XN F ¢
E)MEELRE(WE29a0)) £
IR o

260 AVIC INTERNATIONAL HOLDINGS LIMITED

Included in the additions were mainly costs
incurred for the construction of production plants
and improvement and renovation projects.

Bank loan interest capitalised in the
construction-in-progress during the year
amounted to RMB10,063,000 (Note 38) (2016:
RMB54,966,000) and the capitalised interest rate

was 4.89% per annum (2016: 2.67% per annum).

As at 31 December 2017, certain bank borrowings
were secured by the construction-in-process with
net book value of RMB27,042,000 (2016: Nil)

(Note 29(a)).
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13 KEBAT 13 SUBSIDIARIES
TREWAZE—+F+_A=+—H The following is a list of principal subsidiaries as at 31
MNEZWMBAF : December 2017:

EEREER
Rs#x
AN
EEARAR LRRLA
AN MA&EE  Proportion
EZRRLA BEN o ordinary
Proportion ~ EERHA shares
BRTRAGE/ of ordinary  Proportion directly
A HMEIERE shares  of ordinary held by
Particulars of issued £HME directly shares non-
KEATZH share capital/ L8R Country of incorporation heldbythe  heldbythe  controlling
Name of subsidiary Registered capital Type of legal entity and nature of business Company Group interests
AEHETROBRAARE DN ARE1401008744  BAAERFIIES GBS 2081% 2081% 79.19%
Tianma Microelectronics Co, Lid. BREEARKITSH  RHMLW) HERHERSETS
(Tianma’) {)a) Lk Joint stock company Shenzhen, PRC
RMB1,401,098,744 (listed on the Shenzhen  Manufacture and sales of fiquid
Ordinary shares of Stock Exchange) crystal displays
RMB1 each
FHERRABRAA(AHER)C AR¥28000000m  BOAR(WAIEERS FER 60.74% 69.74% 30.26%
Shenﬂan Circuit Co, Ltd. ('SCC') i)~ BREEBARYITE ML) BERHER SRR
LER Joint stock company Shenzhen, PRC
RMB280,000,000 (listed on the Shenzhen  Manufacture and sales of printed
Ordinary shares of Stock Exchange) circuit boards
RMB1 each
REE(EERAFRAT NEBa38, 44881 RIAR(RRYIGES GBS 37.15% 87.15% 62.85%
(TR o) BREEARKITYH  RHMLW) HERHEER
Fiyta Holdings Limited (‘Fiyte) (i(b) Lk Joint stock company Shenzhen, PRC
RMB438,744,881 (listed on the Shenzhen  Manufacture and sales of watches
Ordinary shares of Stock Exchange) and clocks
RMB each
ERERAEEXARAT(ERER]) AR¥150000000m  AREFAA LT 75% 75% 25%
Guangdong Indlustrial Building Company - RMB150,000,000 Limited liability company ~ EE RYEES
Limited (‘GIB Company’) Guangzhou, PRC

Hotel and property operations

MIFZRERERAA(REAR])  AR¥120000000T  AREEAR hER 100% 100% -
Shenzhen Aero Fasteners AFM Company - RMB120,000,000 Limited liability company & R R EZELE
Limited (*AFM Company’) Shenzhen, PRC
Manufacture and sales of standard
parts
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13 MEBQF )

KEARER
Name of subsidiary

hERERILRERAA ([ERAR])
China National Aero-Technology Beijing
Company Limited (‘Beijing Company’)

HEEREEERARLA
([ERRA)

China National Aero-Technology Trade
and Economy Development Gompany

Limited (‘TED Company’)

FERERMENARAAENAA)

China National Aero-Technology
Guangzhou Company Limited
(Guangzhou Company’)

FERERMEFAARAAEFAA)

China National Aero-Technology Xiamen

Corporation (*Xiamen Company’)

hEREREER TRARAT
([EBTE)

China National Aero-Technology
Engineering Company Limited
(‘Engineering Gompany’)

262

BRIRAE/
&R

Particulars of issued
share capital/
Registered capital

ARE800,0000007C
RMB800,000,000

AR60,000,0007

RMB60,000,000

ARE300,0000007
RMB300,000,000

AR 550,000,0007T
RMBS550,000,000

ARR680,0000007
RMB680,000,000

13

LEES
Type of legal entity

EREAAR
Limited liability company

BREMAA

Limited liability company

BREEAT
Limited liability company

BREEAT
Limited liability company

BREEAT
Limited liability company

AVIC INTERNATIONAL HOLDINGS LIMITED

HMEIERE
Country of incorporation
and nature of business

RELR

EREPRRERS

Beijing, PRC

Trading activities and shipbuilding

hELR

EEETRERGR
NRERER

Beijing, PRG

Trading of electronic and
computer equipment and tender
management

BT

BRER BRRE
EEIREEZMi

Guangzhou, PRC

Trading and logistics of machinery
vehicles, medical facilties and
hitumen engineering

HEIER

i RSB RN

Xiamen, PRC

Trading and logistics of shipping,
stone materials

hELR

RERK ERER BHELR
BENHEERRUSHRE

Beijing, PRC

Construction activities, project
management, Real estate
development, construction material
trade and rendering of labour
service

SUBSIDIARIES (continued)

BREAARLTF
21
AR
Proportion
of ordinary
shares
directly
held by the
Company

100%

100%

100%

100%

100%

ERmELR

LY

2]

LERLA

MAZE  Proportion

¥EH  of ordinary

ERRLA shares

Proportion directly

of ordinary held by

shares non-

held by the  controlling

Group interests

100% -

100% -

100% -

100% -

100% -
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13 MEBAF (S 13 SUBSIDIARIES (continued)
EEAFER
LY
1AM
EEMALT ZERLA
BN MA&EE  Proportion
BRI EENH  of ordinary
Proportion  Z@ERLLAI shares
BRTRARE/ of ordinary  Proportion directly
HRER AMRLBRR shares of ordinary held by
Particulars of issued XHME directly shares non-
WEARER share capital/ TEER Country of incorporation heldbythe  heldbythe  controlling
Name of subsidiary Registered capital Type of legal entity and nature of business Company Group interests
IR R ERAERERAR ARB60000000T  ARELLT RELR 90% 90% 10%
Bigzs:H) RMBE0,000,000 Limited liabilty company ~ ES#EEE
Beijing AVIC Ruixin Investment Beijing, PRC
Management Company Limited Real estate development

(‘Befing Ruixin’)

RBUREERARAR(R#RE]) AR¥1200000000  AREMAA hERH 60% 60% 40%
Chengdu AVIC Raise Real Estate RMB120,000,000 Limited liabiity company B E%E
Company Limited (‘Chengdu Raise”) Chengdu, PRC
Real estate development
AR RERARAA ARB100000000  BREMAA hELR 100% 100% -
(TaeRna)) RMB100,000,000 Limited liabilty company ~ EEE4EERE
AVIC International Renewable Energy Beijing, PRG
Development Co., Lid (‘RED Trading of renewable energy
CGompany’) equipment
BB ARE1091,600000T  BREMARA hERE 69.77% 60.77% 30.23%
Weihai Shipyard RMB1,091,600,000 Limited liability company ~ S4EME
Weihai, PRC
Ship building
THERRAERERLA(MAAR]) 205576 000REAESN ROARRAMERS  FNEEEHS 73.87% 73.87% 26.13%
AVIC International Maritime Holdings LEk SHHERAFLA)  Singapore, Ship building
Limited (*AVIC Maritime”) 285,576,000 Ordinary ~ Joint stock company
shares and no par value ~ (listed on the Singapore
Exchange Ltd)
KHD 19703573REARES  BOAR(NERRE  BEEPCER 89.02% 89.02% 10.98%
Lk BHERHMET) Germany, EPC Projects

49,703,573 Ordinary Joint Stock company
shares and no par valug (listed on the Frankfurt
Stock Exchange)
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13 KEBLT#E) 13

() R-Z—+tF+=-_A=+—8
ANAE -~ ADEHER R B S E
Bz m AR AR ([ FMmE
B ) K AR R B RS R AR B A 2
iR INER 2T (TR HFEI]D
DHEFEBERXEMEFRHBERA
BI([ X% 1)20.81% ~ 5.56% &%
5.79%PHE o EAbIAE R A RIR
il  -B_T—WmE— A
KA A B HE A A BB N AR AR
S ARBERRMER R
FRRIREETARFTNRKE
RIS R K &1L 24 o

R-TF—tF+-_A=+—8"
ARAFAREE(RE)BRDAE
BRam]([FREEE )37.15% Mt
M E AR R N RRAHEA -

ARBEERR  BEEBRER
R BEARAREHKRE RRE
ERABERIERE  WAKNRK
BRRDENRETAZATH
BERNMEBAR  EREENE
MEELBERARIEETRR : a)fd
REEMBEROEHLYE  b)AE
BREME-—BRREAERZER
7 o) HMBRAFR DA - d)i
EERRAENHELRRRETA ¢
KR ARAIRAE R REEESS
HERZEER -

(ii) AEERESHAR TR -Z
—+F+ - A+=BRRIES
TS LT o R ERARK A3
TEBAARMYI93T  FEER
B 231715 # B /470,000,000 #&
Al - FEERBEENATSRE
8 A AR #1,269,961,000 7T
(M5E43() ~ AR ERE %17
BAmEBEAAREIORL - AR
ARNEEREEFAENETBRLL
R E69.74% o HE W =S AR
441,616,0007C B 5F A KM -

264 AVIC INTERNATIONAL HOLDINGS LIMITED

SUBSIDIARIES (continued)

(0

(i

As at 31 December 2017, the Company, AVIC
International Holding Corporation (the “AVIC
International”), the holding company of the Company
and AVIC International Shenzhen Company Limited
(the “AVIC Shenzhen”), the major shareholder of the
Company, held 20.81%, 5.56% and 5.79% equity
interests of Tianma Microelectronics Co. Ltd. (the
“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 with the
Company in Tianma’s shareholders’ meetings.

As at 31 December 2017, the Company held 37.15%
equity interests in Fiyta Holdings Limited (the “Fiyta”)
and the other equity interests were held by public
shareholders.

The directors of the Company are in the view that the
Group has de facto control over Tianma and Fiyta and
therefore accounted for the investments in Tianma
and Fiyta as subsidiaries in the consolidated financial
statements 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 of Tianma; b) The Group has
more voting rights than any other single shareholder; c)
There is a dispersion in holdings of other shareholders;
d) Attendance and voting patterns at previous
shareholders’ meetings; and e) The Company has
majority of the board seats in the board of Tianma and
Fiyta.

SCC offered new A shares and was listed on the
Shenzhen Stock Exchange on 13 December 2017. The
issue price for the A Share of SCC was RMB19.3, and
the number of issued shares of SCC was 70,000,000
A shares. The net proceeds raised from the SCC
offering was RMB1,269,961,000 (Note 43(a)). The par
value of the issued share capital of SCC was RMB1.0.
The proportion of ordinary shares directly held by the
Company was 69.74% after the offering. The dilution
gain, amounted to RMB441,616,000, was credited to
other reserve.
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13 KMIBAT (&) 13 SUBSIDIARIES (continued)
JEIER RS BB AT & IE ¢ The non-controlling interests comprised the following:
—E—+tE —E—RF
2017 2016
AR Fir AR Fr
RMB’000 RMB’000
x5 Tianma 11,288,137 10,749,717
FZhiE Fiyta 1,822,659 1,711,718
B SCC 984,288 61,144
Efh Others 726,614 804,687
14,821,698 13,327,266
TXEHNEBEHAEEMS BEANIE Set out below are the summarised financial information of
22 IR R BR AR 7 ) 5 BT BB R B B S A R R each subsidiary that has non-controlling interests that are
£ material to the Group.
(a) xE (a) Tianma
BEBEXHE Summarised balance sheet
W+=—HA=+—H
As at 31 December
—E-tF —ZRF
2017 2016
AE¥FT AREFor
RMB’000 RMB’000
E Current
BE Assets 11,260,234 9,387,264
aE Liabilities (10,213,476) (5,408,776)
MBEERAFEE Total current net assets 1,046,758 3,983,488
IERE Non-current
BiE Assets 18,433,820 12,310,491
afE Liabilities (5,014,245)  (2,532,880)
IEMBEELFE Total non-current net assets 13,419,575 9,777,611
BEE Net assets 14,466,333 13,761,099
CONTEERE PMERERROERAE 265
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13 KEBATR(#&) 13 SUBSIDIARIES (continued)
(@ XE#E) (a)  Tianma (continued)

PEK L E Summarised statement of comprehensive income
—E—tF ZE—RF

2017 2016

AR FT AREFT

RMB’000 RMB’000

1 ON Revenue 13,788,016 10,656,337

R PS50 A& Profit before income tax 866,527 687,353
FriSHif X2 Income tax expenses (86,886) (125,573)
HEf2mikas Other comprehensive income 7,301 25,514
AN Total comprehensive income 786,942 587,294

B FEE AR R A

Total comprehensive income

2 HE AW allocated to non-controlling
interests 786,942 587,294
IARIHE =2 Dividends paid to non-controlling
REHAR R interests - _
266 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2017
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13 MIBQAT (&) 13 SUBSIDIARIES (continued)
(@ XB#E) (a)  Tianma (continued)
Baens X ZE Summarised statement of cash flows

—E—+F A2
2017 2016

AREFRT ARETFT
RMB’000 RMB’000

EETHEENESRE Cash flows from operating

activities
EEBEENRS Cash generated from operations 2,120,259 1,124,795
EARHE Interests paid (154,647) (63,721)
ERFTEH Income tax paid (44,309) (80,467)

EERDELENESFE Net cash generated from operating

activities 1,921,303 980,607
R TR S F5E Net cash used in investing activities (7,331,806) (3,042,418)
MEEBELE (AN Net cash generated from/(used in)

e F5 financing activities 5,181,500 (954,897)
ReRRESEEYN Net decrease in cash and cash
WA FEE equivalents (229,003) (3,016,708)
FHHNRe MREFED Cash and cash equivalents at
beginning of the year 4,459,278 7,333,914
BENMBLEEYWEN IS Exchange gain on cash and cash
equivalents (72,769) 142,072

FROBENIBEEED Cash and cash equivalents at end of
the year 4,157,506 4,459,278

FHER ARG RAGIEEHED The information above is the amount before inter-
T o company eliminations.
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13 MEAR 2 13  SUBSIDIARIES (continued)
(b) FTTE (b) Fiyta
BEBEEHE Summarised balance sheet

R+=—HA=+-—H
As at 31 December

—B—tF _—T—RF

2017 2016
AEB¥FiT AR TFT
RMB’000 RMB’000
TRE Current
BE Assets 2,427,899 2,827,632
aE Liabilities (1,026,042) (1,508,668)
MENE ELTE Total current net assets 1,401,857 1,318,964
IEFRE Non-current
BiE Assets 1,645,909 1,420,090
Bf&E Liabilities (204,051) (176,772)
EREBEELTE Total non-current net assets 1,441,858 1,243,318
BEE Net assets 2,843,715 2,562,282
PEK T E Summarised statement of comprehensive income
—E—tF —E—REF
2017 2016
AE¥TFT AREFr
RMB’000 RMB’000
L ON Revenue 3,326,716 2,970,063
KR PS5 A A Profit before income tax 303,838 259,612
TSR Income tax expenses (75,617) (63,302)
Hiv2mias Other comprehensive income 255 5,618
FHEHE WS Total comprehensive income 228,476 201,928
DAL E FEIE R I R A A Y Total comprehensive income
ZHE AN = allocated to non-controlling
interests 144,328 (325)
IR T IR AR AR B Dividends paid to non-controlling
REHAR R interests - 43,875

AVIC INTERNATIONAL HOLDINGS LIMITED
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13 MIBQAT (&) 13 SUBSIDIARIES (continued)
(b) REEE) (b)  Fiyta (continued)
Baens X ZE Summarised statement of cash flows

—E—+F A2
2017 2016

AREFRT ARETFT
RMB’000 RMB’000

EETHEENESRE Cash flows from operating

activities
CEEBRELENRS Cash generated from operations 652,819 565,353
EfFLE Interests paid (41,825) (64,923)
ERFTEH Income tax paid (46,039) (44,671)

EERDELENESFE Net cash generated from operating

activities 564,955 455,759
R TR S F5E Net cash used in investing activities (126,466) (185,210)
BEEBATARIR ST Net cash used in financing activities (680,511) (482,613)
RERRESEEYN Net decrease in cash and cash
WA FEE equivalents (242,022) (212,064)
FHWIRE MNIREFED Cash and cash equivalents at
beginning of the year 427,228 637,388
BeMESEEWELIZ  Exchange gains on cash and cash
equivalents (258) 1,904

FROBENBEFED Cash and cash equivalents at end of
the year 184,948 427,228

FHERARTRARIMEYHEN The information above is the amount before inter-
B o company eliminations.
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MEBATZ) 13 SUBSIDIARIES (continued)
() HFHEEKR (c) SccC
BEBEXHE Summarised balance sheet
R+=-—A=+—H
As at 31 December
—E—tF
2017
AEB¥TFT
RMB’000 RMB’000
B Current
BE Assets 3,885,443 1,829,254
afE Liabilities (2,788,869)  (1,919,085)
MBEERFE Total current net assets 1,096,574 (89,831)
FERE Non-current
BE Assets 3,573,018 3,310,746
=N Liabilities (1,491,192)  (1,643,045)
ERBEELFE Total non-current net assets 2,081,826 1,667,701
BEE Net assets 3,178,400 1,577,870
EHEHW R E Summarised statement of comprehensive income
—E—+F —E—REF
2017 2016
AE¥TFT AREFr
RMB’000 RMB’000
PN Revenue 5,502,538 4,598,502
KR PS5 A A Profit before income tax 505,377 304,656
TSR Income tax expenses (55,065) 112
Hiv2mias Other comprehensive income - 274,573
2EBWE Total comprehensive income 450,312 579,341
DA EIEERAR R Total comprehensive income
BN EBNE allocated to non-controlling
interests 144,328 281
IR T IR AR AR B Dividends paid to non-controlling
& Fat-n)ies) interests - 1,527
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13 MEBXF )

(c)

2017 F EHRE

13 SUBSIDIARIES (continued)

FREER(E) (c)  SCC (continued)
B nEaxME Summarised statement of cash flows
—E—+F A2
2017 2016
AR¥FrT ARETT
RMB’000 RMB’000
EETHEENESRE Cash flows from operating
activities
LEERELNIR S Cash generated from operations 1,024,486 944,971
BARF A Interests paid (85,267) (105,515)
B FTERHR Income tax paid (43,215) (37,217)
EERDELENESFE Net cash generated from operating
activities 896,004 802,239
ESEB AT MR & %5 Net cash used in investing activities (530,945) (489,108)
MEEBEL(FTA) Net cash generated from/(used) in
MR & /F58 from financing activities 1,053,257 (253,680)
RERBESEEYWHIGM Net increase in cash and cash
po:i] equivalents 1,418,316 59,451
FHHNRe MREFED Cash and cash equivalents at
beginning of the year 185,288 116,669
BeRReEBYMER Exchange (losses)/gains on cash and
(E518) Mz cash equivalents (10,305) 9,168
FROBENIBEEED Cash and cash equivalents at end of
the year 1,593,299 185,288
Pl ER AR R AR BEERN The information above is the amount before inter-
= i company eliminations.
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14 FHAEREARNKRE 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD
REEGEEBBRERNSENOT The amounts recognised in the consolidated balance

sheet are as follows:

—2—tF —TRF

2017 2016

AR Fir AREFT

RMB’000 RMB’000

NG 6) Associates (a) 2,531,094 2,670,333

B EPE(D) Joint ventures (b) 82,925 1,854,810

R+-_A=+—8H At 31 December 2,614,019 4,525,143
SEABRARPERNELRERESATINRES Share of result of results of associates and joint ventures
BOENEENT recognised in the consolidated statement of profit or loss

are as follows:

S P

2017 2016
AEB®FrT ARETFT

RMB’000 RMB’000

=N Associates 224,776 471,908
BEDE Joint ventures 2,841 (249,422)
227,617 222,486
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14 (FRHESEARNERE#Z) 14

(@) REBEQXTFHRE

INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)

(a) Investment in associates

—E—+F A2
2017 2016
AR FT ARETFT
RMB’000 RMB’000
F¥) At beginning of year 2,670,333 2,664,196
EE Capital injection 8,600 31,755
L =Rl IEEl/NG] Transfer from subsidiaries 3,038 6,993
2% B Dividends received (159,610) (499,513)
FEAG B & A B A Share of profits of associates 224,776 471,908
EHRSRER & F Unrealised profits from upstream
transaction 21,000 -
FE{LEEE N RS Share of reserves of an associate
(Hiit27) (Note 27) (1,127) 3,128
HERBEARNKRE Disposal of investments in associates
(B 7£43(c) (i) (Note 43(c)) (235,916) (8,134)
FR At end of year 2,531,094 2,670,333

0] Tt FERNSEEREmRE
HEEBRERAA([HME])
20% #E mm M BB & AR o
HESZEMAMESRIGEREEA
R #680,438,0007T ° &t
BFHitREER S ([IERE
BRXSF])BBARKIER
RET IR —_ZE—LF+—
AR - HEWRZBBEAR
¥ 444,522,000 7T 5T A E Ath Uk
= — FEE(MIFE36) ©

2017 F EHRE

The amount in 2017 represented the disposal of
20% interests in Hangfa Investment Management
Co., Ltd. ("Hangfa”) and other associates.
The total proceed of the disposals amounted
to RMB680,438,000. The disposal of Hangfa
was arranged through a public tender process
conducted on China Beijing Equity Exchange
(“CBEE”) and completed in November 2017.
The total disposal gain of RMB444,522,000 is
included in Other gains — net (Note 36).
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14 fFAEZZEARNKRE &)

(a)

EREH
Name of entity

i ERNERAR ([ FHHE])
AVIC Real Estate Company Limited
(“AVIC Real Estate”)

274

RBEERRANRE(E)

ATHIR=—_F—tF+=A
ST HEERRYAEEES
AWAEEBERF] - THHE
NA|B{EREBARAEN A
EEAAKERA AR
MR AR TR E RN -

RIE-—EFR-F—RFRH
ERANBERREMLE -

BENY
LR 3L B R

Place of business/
country of
incorporation

HE - BREEAH

company

HiEE - it EE ENRPEEEE
R MR EMEE R R -

R-_ZE—+F+-_A=+—8"
REBERFMME (ERFYIES
RS EMBRHRAREBEBA
R #1,447,642,5387 (=& — X
F . AR#1,827,816,0007T) °

HibBt & RRRLART » HiK

D W T 5 RIE o

4 SR R L B 2 2 M 25
BRIMRARSE -

AVIC INTERNATIONAL HOLDINGS LIMITED

PRC, Limited Liability

14

INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)

(a)

Investment in associates (continued)

Set out below are the associates of the Group
as at 31 December 2017, 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
2017 and 2016:

e
BEEAL
% of BEME HE-9:03
EHR ownership Nature of the Measurement
Type of legal entity interest relationship  method
RRA(RRYIE S 22.35% s i
RS L) Note Equity

Joint stock company

(listed on Shenzhen
Stock Exchange)

Note: AVIC Real Estate is engaged in real estate

development and provision of property
management services mainly in China.

As at 31 December 2017, the fair value of the
Group’s interest in AVIC Real Estate, which is
listed on the Shenzhen Stock Exchange, was
RMB1,447,642,538 (2016: RMB1,827,816,000).

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 FERAEEZEARNKRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(a) REEATNREE) (@) Investment in associates (continued)
BEBEHXEZ Summarised balance sheet

—E2—+tH —EB—RF

o i ith AVIC Real Estate 2017 2016
AR¥TFT AREFT
RMB’000 RMB’000
TE Current
ReMRSEEY Cash and cash equivalents 2,070,669 1,956,273
BEMReEE Other current assets 9,032,269 10,464,391
MEEELE Total current assets 11,102,938 12,420,664
SHEE(TREES Financial liabilities (excluding trade
FERIFRIR) payables) 3,922,148 6,011,521
HinBaE(BiEEs Other current liabilities (including
FEfTFRIA) trade payables) 5,690,524 3,530,323
mERERR Total current Liabilities 9,612,672 9,541,844
EFRE Non-current
BE Assets 8,012,775 9,300,834
=L Financial liabilities 4,127,119 5,183,820
HitIEmEaE Other non-current liabilities 775,742 2,266,407
FRBAEERE Total non-current liabilities 4,902,861 7,450,227
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14 FREZEARNKREE) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(a) REEATRNNREE) (a) Investment in associates (continued)
PER B HEE Summarised statement of comprehensive income

—E—+F AN S

2017 2016
AR¥EFIT AREFT
RMB’000 RMB’000
N Revenue 5,893,494 6,322,366
YT N Depreciation and amortisation 33,775 24,474
BREBA Finance income 20,236 41,812
RERY Finance expense (394,979) (474,992)
EREr S8 AE R Profit before income tax 259,872 298,745
Frig®if Income tax expenses (294,600) (159,834)
AEE(EE),ER (Loss)/profit for the year (34,728) 138,911
Hiv 2wk Other comprehensive income (2,941) 10,856
2 AW Total comprehensive income (37,669) 149,766
B = i i = U EX A9 AR B Dividends received from AVIC Real
Estate 10,436 7,454
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14 (FRHESEARNERE#Z)

(@ REEQXANREE)

T 25181 75 B B 2 R R B R0

14 INVESTMENTS ACCOUNTED FOR USING

THE EQUITY METHOD (continued)

(a) Investment in associates (continued)

Reconciliation of the summarised financial

AR E R R A BRE B R ¢ information presented to the carrying amount of
the Group’s interest in AVIC Real Estate:
—E—+F —E—REF
2017 2016
AREFT AR TFT
RMB’000 RMB’000
FHNEEFRE Net assets at beginning of the
year 4,729,427 4,695,344
REE(BE),HH (Loss)/profit for the year (34,728) 138,911
— AT ERE A ARG — Attributable to the owners of AVIC
Real Estate 151,290 163,008
— FR i EE ST AR AR R - Attributable to the non-controlling
IR interests AVIC Real Estate (186,018) (24,097)
Hiv 2wk Other comprehensive income (2,941) 10,856
BRI RERR S Transaction with non-controlling
interests 1,107 (82,336)
5 &, Dividends (92,685) (33,348)
HAREERE Closing net assets 4,600,180 4,729,427
W FEIE R R e Less: non-controlling interests (420,122) (645,206)
PR EEREEA Net assets attributable to owners
BiEEERE of AVIC Real Estate 4,180,058 4,084,221
R R E H R AR Interest in AVIC Real Estate
(ZF—+F :22.35% (2017: 22.35%;
ZE—XF 1 22.35%) 2016: 22.35%) 934,243 912,823
AREE Carrying value 934,243 912,823

2017 F EHRE
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14 FRHEZEARNKRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(a) REEATRNNREE) (a) Investment in associates (continued)
H B & N alpg s EXZE Summarised financial information of other
associates

—E—+F —E—RF
2017 2016

AREFT ARETT
RMB’000 RMB’000

HittE N ANGEEBE Total carrying amount of other
MERMWEEEAE associates in consolidated
financial statements 1,596,851 1,757,510

Hi e A TWAREE L ¢ Other associates’ results for the

year:
REERF Profit for the year 190,963 435,476
2 EAW R Total comprehensive income 190,963 435,476
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14 FAESEARNRE®) 14 INVESTMENTS ACCOUNTED FOR USING
THE EQUITY METHOD (continued)
(b) REELEMNKRE (b)  Investments in joint ventures
—E—+F A2
2017 2016
AR FT ARETFT
RMB’000 RMB’000
F¥) At beginning of year 1,854,810 2,189,433
EE Capital injection - 41,816
B S Dividends received (1,447) (121,338)
JE(RINEATE =58 Share of currency translation
differences (2,782) (5,679)
& (HaF43(d)) Disposals (Note 43(d)) (1,770,497) -
eI & B EHN,(E18) Share of profits/(losses) of joint
ventures 2,841 (249,422)
FR At end of year 82,925 1,854,810

i) FR - AEBEERRERA
BRABIATA2% M + 2R A
FENREFHMEMERES -
TR BEERMESE
RERABARE - RIERER
BERREBRMEEFL(E
REE) REBLBAEARE
1,844,182,0007C * M &=
BB BRI REER S ATET
NARZBRIELHE  YR=ZF
—+EF AR -

(ii) FEaEtERLALRE M
ZERMDIAETBRE - AR
RIESAE  ZEEEBEYT
TNEKX - 08 545 5 i

2017 F EHRE

(i

During the year, the Group disposed of the
47.12% equity interest in AVIC Vanke Limited
Company, which is principally engaged in
real estate development and operation, land
development, hotel and property management,
investment and consultation services. The
equity interest was sold to Henggin Zhong
Chang Sheng Qi Hang Investment Centre
(Limited Partnership) (=R KERMIEE R
N (BRA&E)). Total consideration amounted
to RMB1,844,182,000 and the disposal was
arranged through a public tender process
conducted on CBEE and completed in
December 2017.

All joint ventures are private companies and
there is no quoted market price available for
their shares. Directors of the Company believe
that these joint ventures are not material and
have not separately disclosed their financial
information.
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15 REFHIS/ENESHITAE 15 FINANCIAL INSTRUMENTS BY CATEGORY
R-ZE—+tF+=-A=+—H At 31 December 2017
RéEEERBIEXRATEEE Assets as per consolidated balance sheet

BANEE

STEAHEE

AR
MEE A HE
Assets at SREE

EXR fair value Available-

EFE through for-sale
Loans and the profit financial @t
receivables & loss assets Total
ABETL ARETT ABETT ABETT
RMB’000 RMB’000 RMB’000 RMB’000

At HESREE(H16)  Available-for-sale financial assets (Note 16) - - 681,767 681,767
WA EBFEEHE8E A Financial assets at fair value through profit or

BRMEBEEMZ23)  loss (Note 23) - 15,371 - 15,371
85 REMERTIE Trade and other receivables excluding non-

(TEEESREE) financial assets 13,489,617 - - 13,489,617
BEIMRITER(MH24)  Pledged bank deposits (Note 24) 325,714 - - 325,714
HeRBEZBYM(M#25) Cashand cash equivalents (Note 25) 12,222,026 - - 12,222,026
it Total 26,037,357 15,371 681,767 26,734,495
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15 RERNSENERMIAE%) 15 FINANCIAL INSTRUMENTS BY CATEGORY
(continued)
R-EBE—RE+=-A=+—H At 31 December 2016
RésE EEBIEXRTEEE Assets as per consolidated balance sheet

JBE o E
Assets at SREE

fair value Available-
W through for-sale
Loans and the profit financial
receivables & loss
RMB’000
ARHESREE Available-for-sale financial assets - - 583,560 583,560
BARBEGEEAEH  Financial assets at fair value through profit or

STARRNEREE loss - 2,901 - 2,901
BH REMPEWA Trade and other receivables excluding non-

(TEfEFERER) financial assets 14,069,852 - - 14,069,852
BIERRIER Pledged bank deposits 937,562 - - 937,562
BeRE2%EY Cash and cash equivalents 9,020,381 - - 9,020,381
@it Total 24,027,795 2,901 583,560 24,614,256
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15 REFHENESHMITE(#E) 15 FINANCIAL INSTRUMENTS BY CATEGORY
(continued)
RésE EERBIEXRATEBEE Liabilities as per consolidated balance sheet

BEERA  REHERR
RIEHEM  SEAEMD
TRAE TRAE

Other Other

financial financial

liabilities at liabilities at

amortised amortised

cost cost

—E—+tF ZE—REF

2017 2016

AREFT AREFT

RMB’000 RMB’000

CE Borrowings 22,734,859 18,224,396
B 5 R HEMERFRIE Trade and other payables excluding

(T sraE) non-financial liabilities 14,013,720 12,969,247

HEMIERE AR Other non-current liabilities 75,673 80,332

Hib R aE Other current liabilities 1,506 10,902

BET Total 36,825,758 31,284,877
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16 TAHftHEESREE 16 AVAILABLE-FOR-SALE FINANCIAL
ASSETS
—E2—tHF —E—RF
2017 2016
AR¥FT AEETFT
RMB’000 RMB’000
JEFTHRES Unlisted securities
P NcES Equity securities 727,781 629,574
B BB RS RS Less: provision for impairment losses (46,014) (46,014)
681,767 583,560
FiERHHEESRMEELUARERE - All available-for-sale financial assets are denominated in
RMB.
FELFTARNARBEIIEEEBIEL The fair value of unlisted companies are based on cash
AT MENEERERGSERMELIRE flows discounted using a rate based on the market
MRS RETE HARBEAALE interest rate and the risk premium specific to the unlisted
B % = H(FIFE4d)(i)) ° companies. The fair values are within level 3 of the fair
value hierarchy (Note 4(d)(iii)).
Nt S MEENED BEBERGIE - None of these financial assets is past due but not

impaired.
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284

—E—tF
2017

ARETFT
RMB’000

IEFE PS8 17 DEFERRED INCOME TAX
REFIBEE Deferred tax assets:

—BeT —EARED

— to be recovered after more than

—E—REF
2016

AR TFT
RMB’000

12 months 488,589 471,216
—+TZEARED - to be recovered within 12 months 188,731 146,553
677,320 617,769

RERIAAE ¢ Deferred tax liabilities:
—BEt+ AR %EE — to be settled after more than 12 months (729,467) (617,537)
—+ - EAARGEE - to be settled within 12 months (8,042) -
(737,509) (617,537)
IRIEFIB(BE) EE — 3458 Deferred tax (liabilities)/assets — net (60,189) 232

RS HRIARFE ST

The net movements on the deferred income tax account

are as follows:

—e—tF5 T ~F

2017 2016

AR¥TFr ARETT

RMB’000 RMB’000

F£9) At beginning of year 232 (132,555)
REREIBRERAFTA Credited to consolidated statement of

(Hiat40) profit or loss (Note 40) (14,491) (93,458)

HEHE QA Disposals of subsidiaries - 228,032
EEGIA) Mk aHEM Tax (credited)/charged directly to other

EHEWEF HFIE comprehensive income (37,229) 3,855

INEYTE ERE Currency translation differences (8,701) (5,642)

FxR At end of year (60,189) 232

AVIC INTERNATIONAL HOLDINGS LIMITED
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17 BEFRBHE) 17 DEFERRED INCOME TAX (continued)
FTiS T A M FHIBE A MI3E40 - Details of the income tax charge are shown in Note 40.
FRELHBEBEE,KABGE(WES AR The movements in deferred tax assets and liabilities
— R ANE AR M E ST - during the year, without taking into consideration the
offsetting of balances within the same tax jurisdiction, are
as follows:
BEEBEEE : Deferred tax assets:
Efife
BARAM WREHR
WFER Az
VEFERRE EAER
Provision Salaries
for payable and
impairment retirement
losseson  REFERSE and other
trade  Provision BRRE  AERER supplemental AR
and other  for inventory fERE Government  Unrealised benefit Accrued
receivables obsolescence  Tax losses grants profits  obligations  expenses
RMB'000
RZB-RE-F-8  At1January 2016 69,293 57,798 207,947 114,459 95,298 31,025 121 23,189 696,480
(1Ba)/HA (Chargec)/Credited to the
GABRR consolidated statement of
proftorloss B0 MO0 6525 (4483 (1864 (1665 82% 140 (630
ERTAER Tax credied diectl to other
SENANTE comprehensive income - - - - - 4824 - - 4824
NEREER Cunency transaton diferences 2,049 2,460 12,682 487 4056 158 1041 - 20644
RZE-5E At 31 December 2016
+-R=1-A 69,190 55,354 245,344 104,848 82,107 26,978 10,548 39,659 634,628
SA/UBE)  Credtod(Charged) fothe
GABRR consolidated statement of
profit or loss 12417 1,288 (56,928) 59,378 (20,084) (21,435) (11,563) 12,114 (24,813)
EFARBEMAE  Tax charged directly to other
b Eatofi comprehensive income - - - - - (2,399) - - (2399)
NERERE Currency franslaton diferences 11,250 9,384 48374 - 15472 6,04 397 - 94,495
RoE-tE At 31 December 2017
+-R=1-A 92,851 66,026 236,790 164,226 78,095 9,194 2,956 51,118 701,917
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17 EBERSH (&) 17 DEFERRED INCOME TAX (continued)
BEEBIREME : Deferred tax liabilities:
EL L L
aftte BELM BiEhE  ENTEIH
SHEEN EEkE BRENz  ERELA
MEEKE  Fairvalue  RENEN  Transfer of L
Fair value ganon  AAEEEE owner-  Fair value 3
NERENE gains of assets Fair value occupied gain on RERK
Accelerated  available-for- acquired  changeon  propertyto  remeasure  Unrecognised L-HEON
tax sale financial from business investment investment land financial Accrued
depreciation assets  acquisition properties properties use-right income
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000
WZE-AE  At1 January 2016
-A-A 9472 - 368,536 363,630 39,364 16,692 822 50499 829,035
HA/(HBE)  Credted(Charged) to
Gekak consolidated statement
of proft orloss 125 - w470 (57,705 (1825) (11,671) 66 (27,050 (.86
BETALMRT Tax credted drecty to other
WEHHE comprehensive income - - - 99 - - - - 99
HEMBAT  Disposals of subsiciries - - B - - - - - )
MEREEE  Cunency ranslation diferences 103 - 15,261 15,052 1676 710 % 2149 3,286
RZE-AE  At31 December 2016
tZR=1-H 11,128 - 239,235 311,946 39,23 5,731 1,623 25,598 634,396
SA/(HIBB)  Credted/(Charged) to
GRBRR consolidated statement
of proft orloss 8075) - (é7,781) 43,155 - [2871) 179 (13509  (2891)
BEHAEMAE Tax crdted diecty to other
lhesgioficad comprehensive income - 24,788 - - 61,045 - - - 85,833
SMEFEEE  Curency tranlaton diferences 1,538 - 58211 - - 2,10 133 8,199 70,791
RZE-tE  At31 December 2017
tZR=1-H 4,591 24,788 249,659 355,101 100,280 5,564 1,835 20,288 762,106
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17 BEFRSB(E) 17 DEFERRED INCOME TAX (continued)
RNEB RERE NI ABENRIERIBEE The Group did not recognise deferred tax assets in the
E accounts relating to:

=2t —TRF

2017 2016

ARMFT AREFT

RMB’000 RMB’000

LR T B 18 Tax losses carried forward 2,312,579 1,975,073
F A A 78 B 15 2R 1~ ] B2 75 FE AR B U M) i Deferred income tax assets had not been recognised as
MU ESAAIHINEEREREER - it is not probable that taxable profit will be made available
A EFEREE ST EE © to utilise the deductible tax losses and temporary

differences in the foreseeable future.

BIBLEMEEE - PEARBIAEE According to the Corporate Income Tax Law, tax losses
A4 A DA SR R A F R JER TS T © of the PRC companies can be carried forward to offset

future assessable profit for a period of 5 years.

BRTIBRIELER B EEMBENEETIE The expiry date of tax losses carried forward in respect
EEEIBR T ¢ of which deferred tax assets have not been accounted

for is as follows:

—E-tF —FTF

2017 2016

ARKEFT ARETFT

RMB’000 RMB’000

— RN F|Hf Expire within 1 year 418,603 136,206
—EWFREIE Expire in 1-2 years 620,985 418,603
ME=FRNEIH Expire in 2-3 years 629,832 620,985
=ZMFRNE|E Expire in 3-4 years 126,755 629,832
PUZ&E A E AT EA Expire in 4-5 years 516,404 169,447

2,312,579 1,975,073

RZE—+F+_A=+—8 " EE As at 31 December 2017, deferred tax assets and
MEEEMBEEREBEEEEHR AR deferred tax liabilities balances of RMB24,597,000 (2016:
24,597,000 L (ZEF—XRF : AR¥ RMB16,859,000) were related to the same company and
16,859,0007T) B[/ — AR BH - WKL were offset against each other.

FEE IS -
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18 HMFRBEE

18 OTHER NON-CURRENT ASSETS

—E—+tF ZE-REF
2017 2016
AREFT AR TFT
RMB’000 RMB’000
T Hb{E TR R Prepayment for land use rights 160,000 160,000
RETENR Prepayment for equipment 89,739 387,519
EEETBMNK Prepayment for intangible assets 6,813 6,831
EEEREMNK Prepaid advertisement fee - 8,115
At Others 22,139 52,284
278,691 614,749

19 & 19 INVENTORIES

T2 — A

Inventories — cost

—E—+F
2017

ARETFT
RMB’000

ZE—RF
2016
AREFr
RMB’000

R Raw materials 1,186,608 1,171,605
EER Work-in-progress 807,827 513,158
2K Finished goods 4,840,377 4,432,016
6,834,812 6,116,779

B TR E MR Less: provision for write-down of

inventories

R+ Raw materials (80,809) (84,564)
8 Work-in-progress (22,207) (7,917)
2K Finished goods (309,485) (218,950)
(412,501) (311,431)
FE-—FE Inventories — net 6,422,311 5,805,348
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19 "BE#E) 19  INVENTORIES (continued)
R BRI 5] ASEE K AN TEE /KK The cost of inventories recognised as expense
B AR ¥ 25637,007,000C( — & —~ and included in cost of sales amounted to
F: AR®22,618,911,0007T) ° RMB25,637,007,000 (2016: RMB22,618,911,000).
AREEBER - ZE—+FMEBFFEE The Group had written-off provision of RMB100,492,000
i B A R #100,492,000 L (=& in 2017 (2016: RMB116,397,000).
—NF : AR®116,397,0007T) ©
R-_ZE—+F+-_A=+—H H#F As 31 December 2017, certain bank borrowing was
RITE R HEmE AR 4,688,0007T secured by inventories with book value amounted to
(ZZE—RF: B)NEFEEER (M RMB4,688,000 (Note 29(a)) (2016: Nil).
29(a)) °
20 BEDYE 20 PROPERTIES UNDER DEVELOPMENT
—E2—tF —E—REF
2017 2016
AREFT ARETT
RMB’000 RMB’000
TEEAE R B R E ¢ Properties under development expected to
be completed:
RIEFLEREFTA Within the normal operating cycle
RENEE included under current assets 871,690 679,923
HEERBIE - Balance comprises:
FREEPKAR Construction costs 504,347 333,961
+ it {F A Land use rights 197,084 212,789
EReiERE Interest capitalised 170,259 133,173
871,690 679,923
—E2—tF ZE—RF
2017 2016
AREFT ARETFT
RMB’000 RMB’000
R+l ARk E To be recovered within 12 months 167,316 350,149
PR E+ =& A& To be recovered after more than 12 months 704,374 329,774
871,690 679,923
ErF S+ EFAEEBNMETEEREZ The capitalisation rate used to determine the amount of
SHENERMEEEBEIBI%(ZFE— N interest incurred eligible for capitalisation in 2017 was
F FE3.40%) © 3.61% per annum (2016: 3.40% per annum).
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21 EBEZRHMEKRKIE 21 TRADE AND OTHER RECEIVABLES

—E—tF ZE—RF
2017 2016
AREFT AR TFT
RMB’000 RMB’000
B 5 EWIE Trade receivables 8,491,277 7,594,867

B EINEIBR B R () Less: provision for impairment of
receivables (a) (423,573) (238,818)
B 5N RIE — F 5 Trade receivables — net 8,067,704 7,356,049
E e U TR (D) Other receivables (b) 4,008,895 4,989,560
FEUZEHE (C) Notes receivable (c) 996,573 1,414,173
Y ERE A Prepayments to suppliers 1,795,870 1,619,005
B A A IS (B T K Excess of input over output value added tax 1,577,073 952,436
FEUFI B Interests receivable 57,427 43,293
Be Deposits 282,212 187,566
RhE TR E R FRIA() Finance lease receivables (d) 76,806 79,211
16,862,560 16,641,293

B - JEBNEAZE > Less: non-current portion

—E® - Deposits (197,572) (160,044)
— H b fE U FRIE — Other receivables (139,182)  (1,488,322)
—mEHEREWFRIE - Finance lease receivables (62,396) (79,211)
(399,150) (1,727,577)
BNERER Current portion 16,463,410 14,913,716

R-ZE—+F+-_A=+—8  HMER
TERRESERFBE(ZZ—XREF+=
A=+—H: AR#¥199,877,0007T) {E
IR (I 5E29(a)) °

As at 31 December 2017, no bank borrowings were
secured by trade receivables (Note 29(a)) (31 December
2016: RMB199,877,000).
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21 EBZRHMEWREE) 21

AEEEMHEENERBRA—ZE1T2
BA - BZEEFIENRED T -

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:

—E—t+5F —ET—RF

2017 2016

AREFT ARETFT

RMB’000 RMB’000

—F R Within 1 year 6,820,659 6,086,581
—EMF Between 1 and 2 years 860,365 901,340
ME=F Between 2 and 3 years 347,210 342,304
HBiB=5F Over 3 years 463,043 264,642
8,491,277 7,594,867

B BB RS Less: provision for impairment losses (423,573) (238,818)

8,067,704 7,356,049

AEEE S REFAEFREENR NG

The carrying amounts of the Group’s trade receivables

FHE : are denominated in the following currencies:
—B—tF —TRF
2017 2016
AREFT  ARETT
RMB’000 RMB’000
AR RMB 4,467,412 2,868,608
ETT uSD 2,828,660 3,508,230
Hitb Others 1,195,205 1,218,029
8,491,277 7,694,867
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21 EBZRHMEWRKEE) 21 TRADE AND OTHER RECEIVABLES
(continued)
(a) EBZERUGEREREZSHT (a)  Movement of the provision for impairment of trade

receivables are as follows:

—2—tF —TRF

2017 2016

AREFT ARETT

RMB’000 RMB’000

Hn—H—H At 1 January 238,818 154,650
JE W R TR R B A Provision for receivable impairment 262,953 104,054
Hf S E AT Uk B E UL ZR B Uncollectible receivables written off (38,104) (17,484)
Wi — IR B 2 AT Addition of a subsidiary - 13,384
RO Provision reversed (40,094) (15,786)
nt+—_A=+—H At 31 December 423,573 238,818
R-ZE—+F+-_A=+—H" As at 31 December 2017, trade receivables
AR # 50,012,000t (Z & — X of RMB50,012,000 (31 December 2016:
F+-_A=Z+—"H: AR¥ RMB203,752,000) were past due but not
203,752,000 7T ) B B 5 F& W X impaired. Based on past experience, management
HEBBPERRE REBAL believes that no impairment allowance is
B AR EREEUIESEARE necessary in respect of these balances as there
B BREFERDERATEK has not been a significant change in credit
B WEREREDBERZESE quality and the balances are still considered
MRETIRAEREE ZEEEFE fully recoverable. The aging analysis of these

SEWGAREE DT - uncollateralised trade receivables is as follows:

—E—tE —TE—REF

2017 2016

AR¥TFT AREFor

RMB’000 RMB’000

—ZEMF Between 1 and 2 years 384 106,469
ME=F Between 2 and 3 years 49,628 4,016
=FUE Over 3 years - 93,267
50,012 203,752
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21 EBZRHMEWREE)

(a)

2017 F EHRE

B 5 JfE U 3 T 1B B
T (#&)
WZE—+&+ =B =+—
H BE9BRBZBEBARK
1,620,606,000 7t ( = & — X
F+_A=+—8: AR¥®
1,304,534,00070) BB R =
E—+F+-A=+—8  #&H
7 A AR 423,573,0007T (=
E-XF+-A=+—H0: AR
#5038,818,0007T ) ° 7% % UL 5N
THERERIOT -

£ 81

21 TRADE AND OTHER RECEIVABLES

(continued)

(a)

Movement of the provision for impairment of trade
receivables are as follows: (continued)

As at 31 December 2017, trade receivables
of RMB1,620,606,000 (31 December 2016:
RMB1,304,534,000) were impaired. The amount
of the provision was RMB423,573,000 as
at 31 December 2017 (31 December 2016:
RMB238,818,000). The aging of these receivables
is as follows:

—E-tF —ZERF

2017 2016

ARB¥Fir AR Fr

RMB’000 RMB’000

—EMF Between 1 and 2 years 859,981 794,871
e =5 Between 2 and 3 years 297,582 338,288
=FELE Over 3 years 463,043 171,375
1,620,606 1,304,534

JRE LA R TR {73 15 0 88 0 e 1 )
BERFATTHRER - st ABERP
& B — AR TR HI R M = RR S
R R -

RIER - FERR ERA Lt
FEMFRMBREEE - AREY
ERAEANERRELRESEK
SRR K B At FE M R RO

The additions and reversal of provisions for
impaired receivables have been included in
administrative expenses. Amounts charged to the
allowance account are generally written off when
there is expectation that additional cash could not
be recovered.

The maximum exposure to credit risk at the
reporting date is the carrying value of receivable
mentioned above. The Group does not hold any
collateral as security of trade receivables and
other receivables.
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21 EBZRHMEWRKEE) 21 TRADE AND OTHER RECEIVABLES
(continued)
(b)  FFAE b U FIE B EMIFE46(d) (b)  Included in other receivables were loans of
Fr#t 5 48 T RAE T M B BT A RMB1,206,459,000 (2016: RMB1,097,225,000) to
R #1,206,459,0007 (=& — < related parties as disclosed in Note 46(d).

F : AR#1,097,225,0007T) °

(c) TEWEEAFRRTEALEZ LY (c) Notes receivable include bank acceptance bills
FEARIES  HHT and commercial acceptance bills which are

analysed as follows:

—2—tF —TRF

2017 2016

AR Fir AREFT

RMB’000 RMB’000

HERNIESE Commercial acceptance bills 234,106 54,007
RBITARNEE Bank acceptance bills 762,467 1,360,166

996,573 1,414,173

BIHAE 5 fiE U 7038 Ko H 4th & Uk The carrying amount of current trade receivables
EMREESA AR BEES and other receivables approximated their fair
values.
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21 EZRHEMEWRIEE) 21 TRADE AND OTHER RECEIVABLES
(continued)
(d ®EHESERE (d)  Finance lease receivables
HERKEABERSEHRENK Reconciliation between the gross investment in
BEZ BREIRES| T - leases and the present value of minimum lease

payments receivable is set out below.

—E—+F —E—REF

2017 2016
AREFrT ARETFIL
RMB’000 RMB’000
HERIZE Gross investment in leases 104,322 112,142
U REEE Minimum lease payments receivables 104,322 112,142
W ARAEWSREIEE  Less: unearned finance income related
REI R R E to minimum lease payments
I ON receivables (27,516) (32,931)
EWSEBEENZKIRE  Present value of minimum lease
payments receivables 76,806 79,211
TERIMAEEIZFBFASEN The table below analyses the Group’s gross
HERIZE : investment in leases by maturity:

—E2—tF —TRF

2017 2016

AREFT ARETFT

RMB’000 RMB’000

——F AR — Not later than 1 year 21,596 16,299
——FAFRAFLA - Later than 1 year and not later

than 5 years 44,588 35,709

—HFAE — Later than 5 years 38,138 60,134

104,322 112,142
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22 EEEN 22 CONSTRUCTION CONTRACTS

—E—tF —E—REF
2017 2016

ARMFIT ARETT
RMB’000 RMB’000

FrEE A AR INEIG % R  Contract costs incurred plus

attributable profits 21,092,382 23,119,811
W e S HEEME Less: progress billings to date (19,474,063) (22,167,841)
VB - B Less: provision (69,507) (86,138)

HITHRARHMEEAERER Net balance sheet position for

FEAMR ongoing contracts 1,548,812 865,832
EFT Presented as:
BN EF &4 TERIE Amounts due from customers for
contract work 2,038,512 1,841,368
ENREA4TIEFIE Amounts due to customers for
contract work (489,700) (975,536)
1,548,812 865,832
FREFPEHTIREIERENESNT - Movements in the provision for amounts due from

customers for contract work are as below:

—E—+F AN S

2017 2016

AE¥TFT AREFT

RMB’000 RMB’000

n—H—H At 1 January 86,138 203,287
FRHERRE Provision recognised during the year 54,245 89,038
FMEE Written-off during the year (70,876) (206,187)
R+—A=+—H At 31 December 69,507 86,138
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23 EAREEFTEBEHZHFTAE 23 FINANCIAL ASSETS AT FAIR VALUE

mHNERMEE THROUGH PROFIT OR LOSS
:E:E—-tﬂi —_= = /\E'E
2017 2016
AREFT ARETT
RMB’000 RMB’000
SREE Financial assets:
TR AR Listed equity interests 15,371 2,901

RZE—+tF+=ZA= ‘1’ H:#&E® The fair value of the investment at 31 December 2017
AR EBEEUFEMEE - EmRAFE was calculated using the quoted market price. The
FH AR BEZ \ﬁﬁii AR EEER fair value measurement of the listed equity security is
B categorised within level 1 of the fair value hierarchy.

24 EFRITERK 24 PLEDGED BANK DEPOSITS
ETRIOTEHRBEMER - BREER Certain bank balances were pledged deposits which will

TTERNERERBERERER -

be released upon the settlement of the repayment of the
bank loans and the use of credit amount.

BRREMENERTK

Guarantee deposits for issuance

—E—tF
2017

ARETFT
RMB’000

ZE—RF
2016
AREFr
RMB’000

of letters of credit 164,598 199,084
BITIRITAN EZER Guarantee deposits for issuance
ERER of bank acceptance bill 135,192 16,402
[BITREE KIRE Guarantee deposits for performance
ERER security of construction contract 25,881 170
B TEEMEMNERTR Guarantee deposits for construction
of pre-sale properties - 6,019
HERRMEERE Guarantee deposits of consideration
BRATRERN for disposal of Guangdong Hangyue
BERER Industrial Company Limited - 710,000
E Others 43 5,887
325,714 937,562
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25 HERFASLEEY 25
FRMENTO0IEE2.71EMNIRE NIES
SEWEHITIT ¢

follows:
RITFERRFERS Cash at bank and on hand

CASH AND CASH EQUIVALENTS

—E—tF
2017

ARETFT
RMB’000

12,222,026

The balance of cash and cash equivalents with an annual
interest rate from 0.35% to 2.71% are analysed as

—E—REF

2016

ARETT

RMB’000

9,020,381

ReMRCEFEMNERAENATIEE

The carrying amounts of cash and cash equivalents are

HI{AE denominated in the following currencies:
—E—tE —ZET—AE
2017 2016
AREFT ARETFT
RMB’000 RMB’000
AR RMB 7,586,999 3,369,782
ETT uUSsD 3,128,197 4,068,632
BT EUR 618,613 451,924
HAth Others 888,217 1,130,043
12,222,026 9,020,381

26 BRERKRGEE 26

RH#E

Number of share

EES
Total
Number of
shares

WER
Domestic
Shares

HiR
H Shares
Thousands

Thousands  Thousands

RZE-7"E—-F-F -  Asat1January 2016,
“E-RER-Z—+E 31 December 2016 and 2017
TZA=1-H 832,974 333188 1,166,162

e
Capital
BRIR
AREBER
Ordinary
shares,
issued
and fully
paid

RipaE
Share
premium

%L+

RMB'000

/’(; /

RMB'000

1,166,162 1,612,380

SHARE CAPITAL AND SHARE PREMIUM

2,678,542
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27 HttfE#E 27 OTHER RESERVES

BENE
BREMEN
e Effla
SHEE  Revaluation Ei:EEE
EftifE gain on FHER
Available- transfer of Re-
EE-R for-sale owner- measurements

fEES financial  occupied ofpost- HEREEE

B Statutory assets  propertyto  employment Currency
Capital general  revaluation  investment benefit translation

reserve reserve fund reserve ropert differences

) , A ‘
RVBOOO  RMBOOO  RMBOMO RUBOO0  AMBOOO

WZZ—5vE-A-0H  Baanceasat 1 January 2016

#5 1,562,225 174,898 13,214 124,155 (11,177) (628,890) 1,234,425
BHHEERENEME  Remeasurements of post-employment
benft obligations - - - - (6,232) - (6.232)
EEMEELEMEN  Revaluation gain on transfer of owner-
Efths occupied property to investment
propety - - - 5747 - - 5747
NeinEEE Currency translafion differences - - - - - (76,189) (76,189)
EE-FBERARE  Share of reserve of an associate 3128 - - - - - 3,198
BERHE Appropriation to reserves - 14158 - - - - 14158
BRIRE-%24EES  Specil resene - safely producton fund 1% - - - - - 1%
RZE-AETZA Balance as at 31 December 2016 1,566,548 189,096 13,214 129,902 (17,409 (705,079 1,175,282
=t-RiEs
WZE-+E-F-BH  Balanceasat 1 January 2017
e 1,565,548 189,056 13,214 129,902 (17,409) (705,079) 1,175,232
BitERBEAEE  Remeasurements of post-employment
benefit obligations - - - - (858) - (858)
EEMESRENEN  Revaluation gain on trangfer
g of owner-occupied property
to investment property - - - 118,525 - - 118,525
RHESREEY Fair value gains on avallable-

DrBEYE for-sale financial asses - - 74,363 - - - 74,363
NEFEEE Currency translaton differences - - - - - 29,278 2,278
EE-FBERARE  Share of reserve of an associate

(i) (Note 14(a) (1,127) - - - - - (1,127)
Rzl Appropriaton to reserves - 31,449 - - - - 31,449
HelEE-224 24 Specil resenve - safety production fund 501 - - - - - 501
~BHBATMER  Inital pudlic offering of a subsidiary

DERE( 1) (Nots 1) 441,616 - - - - - 441,616
RZE—tE+25 Balance as at 31 December 2017 2,006,538 220,505 81,511 248,427 (18,267) (675,801) 1,868,979

T-ANER
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27

28

300

Hfth ekt (42)

RIFFPEBBEG SOER - AREHH
BIP A RN B EF E R BRI
K AR 2 ks M AT - 2B ENBRE
REED BREARFERECEZERE
® - BARBESNFIBRAFN10%H
R EEECHEBREZHAMEE50%
Bl BARBERREREXZERE
EHREATEMNBARESERE

REFSMUER  FHEESHTRAREHE
RtEESIEE  CEBERESTAR
BAREERIEE -

TK AR AR TR R 25

R-E——"FNARB » ARAFETA
a5 N R 2,781,674,000 7T HY 7k AR
WA AR B HE ([ K AR PR E S )
FERABFMERE - AHURIIFEAR
NR35.63% AR ANERE) &
It EHEEREARAR(EREE]) -
DREAKBBEZRHMNBRARNRBSE
BERE - WE KA XP AR E S A
BT EREGRARKEI47TTEIRE
801,634,000 AR BN E M °

It 2 HmEFEATHARE
1,058,729,021 JL AR R &) B 17 2 K A IR AR
AL - — T —+FE+H - LR
BUKBREEETEPFIERNRED
ANR#1,137,943,2007C » 152 AT #5 A
NAEIBEIT Z K AR B AT R B HFE R LG
FMEIE - At R ETBIFE AR R
T2 KARB AT AR E S ©

AVIC INTERNATIONAL HOLDINGS LIMITED

27

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 Science
Co., Ltd. (At RIHERBBER A F]) (“Beijing Raise”),
respectively as part of the purchase consideration
for acquisition of subsidiaries. These PSCS could be
convertible into 801,634,000 domestic shares of the
Company at an initial conversion price of RMB3.47 per
share.

Beijing Raise held the perpetual subordinated convertible
securities PSCS issued by the Company in total of
RMB1,058,729,021. In October 2017, Beijing Raise
transferred all the PSCS at the consideration of
RMB1,137,943,200 which was put on record by the
State-owned assets management department to AVIC
International. Beijing Raise ceased to hold any PSCS
issued by the Company.
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28

KRR R IR T 2 ()

AR AR TR PR 38 2 I B HA B Ko B #E
WO ER S AR AR R #A R 38 25 B 31T B A
(BEZB)SREMAHREELASBIRF
B1EHESF+A=+—BIHEND
FEDIRFIE - WA KRR AR
E’é#ﬂ”}ﬂ%?ﬁﬁ@ RRAIE R K AR
RATRR B A EFE BT 9 IRFKIE -
AR BT PR T8 A+ A AT IR g
% ARBKEBRRERAETANER
2 B IE AR B oK AR AR AT #R R B 5 T
EIEARY D R R K ©

B K AR AR AT R AR RE 75 3 1T A iR 1218
AR - NAF R 28 IR B X

ARBAHBRE S GEEER 2 (A
FEEBD ) K AR i&—HﬁﬂxM%%ﬂqﬁﬁx'
HEZB SR AR AR P HR BR RE 75 IR SR P 3 8
BRI R SCFIR ©
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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.

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.
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29 & 29 BORROWINGS
ERBIEFRTERNEMER - owm Borrowings include bank borrowings and other
T borrowings which are analysed as follows:
—E—t+F ZE—RF
2017 2016
AR FT ARETT
RMB’000 RMB’000
ERE Non-current
RITEN Bank borrowings
— B - pledged (a) 2,472,397 754,891
—BERD) — guaranteed (b) - 1,350,144
—EER - unsecured 8,865,625 5,668,827
FEIEIE(0) Medium-term notes (c) 1,800,000 1,800,000
AR 77 B K (H1 a2 46(c)) Related party borrowings (Note 46(c)) 266,093 1,041,811
% EBUFEFR() Interest-free government loan (d) 161,700 156,537
13,565,815 10,772,210
A IEmBNEXMIENAREE S Less: current portion of non-current
borrowings (3,096,345) (1,867,356)
10,469,470 8,904,854
B Current
RITERK Bank borrowings
—BE A @) - pledged (a) 60,688 193,152
— B HER(D) - guaranteed (b) 884,000 294,591
— E — unsecured 7,109,094 5,819,232
AR 7 8 R (K177 46(c)) Related party borrowings (Note 46(c)) 1,115,262 1,145,211
IERENE TR BN ER R Current portion of non-current borrowings 3,096,345 1,867,356
12,265,389 9,319,542
22,734,859 18,224,396
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29 fER#E) 29
(@)  HERITEZUA TS E R

BORROWINGS (continued)

(@) These bank loans were secured by the following:

—E— 4t —E—REF

2017 2016

AR¥FrT ARETFIL

RMB’000 RMB’000

B S RAMEKIE Trade and other receivables - 199,877
EF(HiE100b)) Buildings (Note 10(b)) 1,167,465 942,810
EEMZENZ12) Construction-in-progress (Note 12) 27,042 -
T R 7) Land use rights (Note 7) 375,821 200,327
GE(HiH19) Inventory (Note 19) 4,688 _

1,675,016 1,343,014

L)  EFERHETIERIHE

(b) These loans were supported by the guarantees

provided by:
=Bt T F
2017 2016
AR¥EFT ABRETFT
RMB’000 RMB’000
i BB AVIC International 884,000 194,999
PR THEEE Aviation Industry Corporation of China,
BRAR([HMz=TE])  Ltd. (“Aviation Industry”) - 244,592

E=h Third Parties

- 1,205,144

884,000 1,644,735

© ARBEEBRAFTMERDHP
HERRHEZBEGETATHD
HF R AE R ERIER o

AEECETATRR

(c) AVIC International, the Company’s holding
company, provided a full unconditional irrevocable
joint and several liability guarantee for the
medium-term notes.

The Group has issued the following notes:

£ FR=

Annual

#17H Issuing Date Amount Interest Rate

ARETF ARETF

RMB’000 RMB’000
:%ﬁ—iﬁm A++H 17 April 2013 600,000 4.78% 5% 5 years
—RFtA+EA 14 July 2015 500,000 4.10% 3% 3 years
_f—/ “F=A+—H 11 March 2016 700,000 3.28% 3% 3 years
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29 fER(&)

(d)

KRR —_E—RAF_A-_HE
&% B B %A R # 200,000,000
T BRBETFT-LCDAEELR »
ZEFA-_T—AF_AMAZE
ZETF-_R-HOHEE -
EHEFUERBRAMENES
FOEFTE - EFTEHAF L B 5
AR BEAARE149,450,000
T TS NBRERERAAE
Bz Er =T AR50,550,000
THRERBERNFZE - IE
R ABIELEIA o IR U A
SHEMRBEENFERATHANS
85 o

fERHEREEIA TP EH¥HE -

29

BORROWINGS (continued)

(d)

Interest-free loan of RMB200,000,000 was
granted on 2 February 2015 for constructing the
TFT-LCD production line. The loan is repaid by
instalments from 4 February 2015 to 2 February
2020. Using the prevailing market interest rates
for an equivalent loan of 6% per annum, the fair
value of the loan is estimated at RMB149,450,000
on grant date. The difference of RMB50,550,000
between the gross proceeds and the fair
value of the loan on inception is treated as the
benefit derived from the interest free loan and is
recognised as deferred revenue. The deferred
revenue will be amortised within the useful life of
the relevant assets.

The carrying amounts of the borrowings are
denominated in the following currencies:

—E—-+tF —E-RE
2017 2016
ARBKFT BBREFAF ANREFT  EBEEFHE
Effective Effective

Annual Annual
RMB’000 Interest Rate RMB’000 Interest Rate

AR RMB 19,613,793 0.00%~6.53% 13,419,771 0.00%~6.88%
eV ush 1,880,248 0.54%~6.03% 2,720,541 1.65%~5.53%
BT EUR 989,495 2.11%-~2.60% 1,712,935 2.11%~6.00%
Hih Others 251,323 371,149
22,734,859 18,224,396
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29 fER#E) 29 BORROWINGS (continued)
(e) (&) (e)  (continued)
REEH @ ERE G F R The exposure of the borrowings to interest-rate
ReEHEMTEARRRAT changes and the contractual repricing dates at the

balance sheet dates are as follows:

—E—t+5F —ET—RF

2017 2016

AE¥TFT AREFr

RMB’000 RMB’000

—F R Within 1 year 12,265,389 9,319,542
—EmME Between 1 and 2 years 4,601,266 3,117,012
MERF Between 2 and 5 years 2,015,310 2,878,606
HBERE Over 5 years 3,852,894 2,909,236

22,734,859 18,224,396

) AEEMERFIRRROT ) The interest rate exposure of the borrowings of
the Group are as follows:

—FE-—tF —TRF

2017 2016

AEB¥TFT ARETFT

RMB’000 RMB’000

FEER Borrowings at floating rates 12,567,912 11,126,333
TEEBR Borrowings at fixed rates 10,166,947 7,098,063
FEE Total 22,734,859 18,224,396
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29 fER#E) 29 BORROWINGS (continued)
(9) ZETE X ENIERIENER (9) The carrying amounts and fair value of the non-
HEIRAABENAT : current borrowings carried at fixed interest rate
are as follows:
HREE DRERE
Carrying amount Fair value
“E—+F “E-tf —E-RF
2017 2017 2016
ARBKEFT ANREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000
RITER Bank borrowings 1,916,084 1,460,000 1,555,233 1,180,726
hHIRE Medium-term notes 700,000 1,800,000 684,865 1,559,947
2,616,084 3,260,000 2,240,098 2,740,673
30 BURRARERVIEFEW A 30 DEFERRED INCOME ON GOVERNMENT
GRANTS
HELBEARE TR E M B/F#ER Y The amounts represented various subsidies granted by
FEHWERHESERE 2T —+ and received from local government authorities in the
F+—A=+—HIEZZE—XF+=A PRC. The movements for the year ended 31 December
=—t+—HIEFENESHAT : 2017 and 31 December 2016 are as follows:
—tF
—A-A
At BUHHE (&)
1 January Receipt of Creditedto  construction- 31 December
2017 grants profit/(loss) in-process 2017
ANEETT AEETT ANEETT ANEETT AREFT
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
HEEFBOIN Government grant related
e (T RERN to assets (excluding
2857 government interest free loan) 515,927 91,226 (61,129) - 546,024
SERAGEMBTREE  Government grant related to costs 291,968 869,220 (487,583) (326,680) 346,925
HREENXER Government interest
preferential loans 640,032 - (65,605) - 574,367
1,447,927 960,446 (614,377) (326,680) 1,467,316
306 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2017



e MR

Notes to the Consolidated Financial Statements

30 BUNEBREMEZEWA Z) 30 DEFERRED INCOME ON GOVERNMENT
GRANTS (continued)

RZZB—RE

/ +=A

B U fHAs (E51#) =+—H
Credited At

1 January Receipt of to profit 31 December
2016 grants /(l0ss) 2016
ARETFT AREFT AREFT AREFT
RMB’000 RMB’000 RMB’000 RMB’000

A EE BT Government grant related
wA (TR R to assets (excluding

2EEN) government interest free loan) 506,233 66,730 (57,036) 515,927
BB Government grant related
TG to costs 174,027 500,821 (382,880) 291,968
BREEFEER Government interest
preferential loans 600,763 99,173 (59,904) 640,032
1,281,023 666,724 (499,820) 1,447,927
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31 EBAUNERHMHEZEMNEE 31 RETIREMENT AND OTHER SUPPLEMENTAL
BENEFIT OBLIGATIONS

THREAIEFAGEHBRENAEER The table below outlines where the Group’s post-

BRZENeEEEHE - employment amounts and activity are include in the

consolidated financial statements.

—E—+F AN S

2017 2016
AR¥TFr ARETT
RMB’000 RMB’000
BMTNHBENEE Balance sheet obligations for:
EEREME:
— TR E 2 — Supplemental retirement benefits plan 43,455 44,098
—RAR KB R ETE — Early retirement benefit plan - 78
—RBEiRkE@F|—BxE - Defined pension benefits — with funded
SrEIEE plan assets 26,216 33,426
—RERREEF —®FE - Defined pension benefits — without
FHEIEE funded plan assets 175,573 176,967
— Eofth SR E AR KR A - Other defined pension benefits 175,397 175,447

STAGEEEABERNWARE Liabilities on the consolidated

balance sheet 420,641 430,016
TS ENERER Charge to statement of profit or loss
S HEFFALE SRR included in operating profit for:
— T RRAE N ETE — Supplemental retirement benefits plan 1,249 1,263
—RRATRRAE N EE] — Early retirement benefit plan (14) 7
—AFERKSEN—AFEE - Defined pension benefits — with
FrEEE funded plan assets 3,348 3,177
—BERIKEEN — x4 - Defined pension benefits — without
FrEEE funded plan assets 8,164 8,339
— H b R ERIREF - Other defined pension benefits 2,535 3,398
15,282 16,184
BT EEEHTE ! Re-measurements for:
— R IREFETE — Supplemental retirement benefits plan 2,106 (922)
—RATRREEHAN—BTE - Defined pension benefits — with
FrEIEE funded plan assets (5,169) 2,156
—ATRREEHN —ETE - Defined pension benefits — without
FrEIEE funded plan assets (1,938) 9,134
— Hh A ERIKEF - Other defined pension benefits 94 7,075
(4,907) 17,443
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31 BURREMHEZEIEE®) 31 RETIREMENT AND OTHER SUPPLEMENTAL
BENEFIT OBLIGATIONS (continued)

RNGEEEABRERANIIEINEMR L The amounts of early retirement and supplemental benefit

RENETESEETWOT obligations recognised in the consolidated balance sheet

are determined as follows:

—E—tE —TE—REF

2017 2016
AR¥EFT AREFr
RMB’000 RMB’000
RERBNEENRE Present value of defined benefits obligations 420,641 430,016
B BIHAEE Less: current portion (15,910) (15,742)
JERNEREL 9 Non-current portion 404,731 414,274
REBRAEKRBNRATENETDH The movements of Group’s early retirement benefit and
FET supplemental benefit obligations are as follows:
FEIEE
BEERE AREE
Present Fair value
value of of plan st
obligation assets Total
ABREFT ARETFT AREFT
RMB’000 RMB’000 RMB’000
RZZE—XRF—H—H At1 January 2016 427,865 (32,756) 395,109
BERBKA Past service cost 3 - 3
IR RIS AN Current service cost 9,871 - 9,871
FBEZH(WA) Interest expense/(income) 6,650 (340) 6,310
444,389 (33,096) 411,293
EHETE Re-measurements
— & Ea k518 — Experience losses 6,560 - 6,560
— BB EEER - Loss from change in financial
assumptions 10,883 - 10,883
17,443 - 17,443
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31 ENRREMBEENET 2 31 RETIREMENT AND OTHER SUPPLEMENTAL

BENEFIT OBLIGATIONS (continued)

TEIEE
EERE AREE
Present Fair value
value of of plan et
obligation assets Total
ARBETFIT AR FoT ARETFT
RMB’000 RMB’000 RMB’000
HH—EE Contributions — Employers - (4,429) (4,429)
=2 % — B % Payments from plans — Benefit
payments (20,182) 1,362 (18,820)
M o, = =B Exchange difference 28,176 (3,647) 24,529
R-B—XRE At 31 December 2016
+=HA=+-—8 469,826 (39,810) 430,016
RZE—+F—H—H At1January 2017 469,826 (39,810) 430,016
B RRAS AR A Past service cost 1 - 1
IR PR Ak 2N Current service cost 10,455 - 10,455
MEXH(A) Interest expense/(income) 5,002 (176) 4,826
485,284 (89,986) 445,298
BHEE Re-measurements
—RBRER — Experience losses (2,435) - (2,435)
— B R E B E1E - Loss from change in financial
assumptions (1,297) (1,175) (2,472)
(8,732) (1,175) (4,907)
HE—FEHBAF Disposal of a subsidiary (3,027) - (3,027)
TR R — BRI R Payments from plans
— Benefit payments (17,929) (4,523) (22,452)
fEH =% Exchange difference 4,526 1,203 5,729
R=-ZB—t&+=A At 31 December 2017
=+—H 465,122 (44,481) 420,641
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31 EREREMBEZENEFEE) 31 RETIREMENT AND OTHER SUPPLEMENTAL
BENEFIT OBLIGATIONS (continued)

L EFRIBEE YA ERBEEQREB The above obligations were determined based on

A BEMNELRBER N EXEENBEE G actuarial valuations performed by independent qualified

BHET - actuarial firms, using the projected unit credit actuarial

cost method.

HUHEEEEHEMRANERBERR The material actuarial assumptions used in valuing these
{1 obligations are as follows:
“E-RF
2016

Defined Defined

pension pension
Supplemental benefits - benefits - defined
retirement retirement with funded  without funded pension
benefits plan benefit plan plan assets plan assets benefits
B R(BF) Discount rate (per annum) 2.8% 2.3% 0.9% 0.9% 1.9%
TelRX Salary growth rate 8% 5%~11% 1.9% 1.9% 1.5%
EfREs Life expectancy TER TER TER
86 86 N/A N/A N/A

EERBE Employee turnover rate THE Nl T 88
Not relevant Not relevant Not relevant Not relevant 0%
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31 ENRREMBEENET 2 31 RETIREMENT AND OTHER SUPPLEMENTAL
BENEFIT OBLIGATIONS (continued)

“E-tF
2017

RERHKS
RERHhE FBR-EIE
BA-HEE SEEE
fEEE Defined EtRE
HRENR RATRR Defined pension BARER

B8 B3 pension benefits - Other
Supplemental Early benefits - without defined
retirement retirement  with funded funded pension
benefits plan  benefitplan  plan assets  plan assets benefits
MR (E5) Discount rate (per annum) FEA
3.0% N/A 0.9% 0.9% 1.9%
HEERK Salary growth rate FBH
8% N/A 1.9% 1.9% 1.5%
LT Life expectancy TEA FER rER FEA
86% N/A N/A N/A N/A
EERDX Employes tumover rate E PNl FHE PN
Not relevant ~ Notrelevant  Not relevant  Not relevant 0%
BEARARIFLTENBRIIZRBRERS Assumptions regarding future mortality are set based on
RHUENSRA BT RER  REBEER actuarial advice in accordance with published statistics
REE - RS MBIEFELENRKE and experience in related countries. These assumptions
ATRAATERIREH RS - translate into an average life expectancy in years for a

pensioner retiring at the age of 60.

AERKRSBMOFEIEEDT The planned assets of the defined pension benefits are as
follows:

—E— —TE—REF
2017 2016

ARBFRT ARETT
RMB’000 RMB’000

WEHS Investment funds 42,891 39,807
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31 ENRREMBEENET 2 31
s EEERNERTENEEHE -

ATRNETHINEZTZERRETHR
BEMT

(@) WREAKBEFABRREANRNKE

RETIREMENT AND OTHER SUPPLEMENTAL
BENEFIT OBLIGATIONS (continued)

All the planned assets have quoted prices in active
markets.

The sensitivity of the defined benefit obligation to
changes in the weighted principal assumptions is as

follows:

(a) Supplemental retirement benefits plan and

FETE early retirement benefit plan
HAERNEENTE

Impact on defined benefit obligations
fRE% &3 fRERIE A
Change in Increase in Decrease in
assumption assumption assumption
A& Discount rate A4.8% 1#1n5.23%
0.5% Decrease by 4.8% Increase by 5.23%
B EER Pension growth rate #112.46% HA2.37%
0.5% Increase by 2.46% Decrease by 2.37%
R M—F RERD—F
To increase To decrease
by 1 year by 1 year
in assumption in assumption
EEES Life expectancy #115.68% TEA
Increase by 5.68% N/A

(b) HREBRKEEFN-BAREIE

(b) Defined pension benefits — with and without

BEE funded plan assets
HATRNEANTE

Impact on defined benefit obligations
& ARG fRaZR D
Change in Increase in Decrease in
assumption Assumption Assumption
BRI & Discount rate H6.5% #117.0%
0.5% Decrease by 6.5% Increase by 7.0%
BARLERER Pension growth rate #911.3% HA1.3%

0.25% Increase by 1.3% Decrease by 1.3%
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31 EBUREREHMBEEEFEET#) 31

(c) EHRAERKZER

RETIREMENT AND OTHER SUPPLEMENTAL
BENEFIT OBLIGATIONS (continued)

(c) Other defined pension benefits

FIURRE ST IR E —ERR HATRNEANTE
Impact on defined benefit obligations
R % fREZIE N (EE
Change in Increase in Decrease in
assumption Assumption assumption
BRIA & Discount rate BA5.0% #115.5%
0.5% Decrease by 5.0% Increase by 5.5%
ERSHER Pension growth rate 12 1n2.6% B2.5%
0.5% Increase by 2.6% Decrease by 2.5%
RRIGM—F R D —F
To increase To decrease
by 1 year by 1 year
in assumption in assumption
=G Life expectancy #1910.0% B0.0%

Increase by 0.0% Decrease by 0.0%

VEE LA EMERRERTE
m&tH - ERIBFEAEER ELTK
FAIREEL - MO MERNESHA
EELMEBE R ERTR/AMNE
THIEREBRRNBRER
ERAEE MBI KRAERS
HRARESEENBRTEA(RER
MEERENRSEBRARTE
UEEFHE) °

SR HAALL AR BRI 5T B
IR R WEE -

314 AVIC INTERNATIONAL HOLDINGS LIMITED

The above sensitivity analyses are based on a
change in an assumption while holding all other
assumptions constant. In practice, this is unlikely
to occur, and changes in some of the assumptions
may be correlated. When calculating the sensitivity
of the defined benefit obligation to significant
actuarial assumptions the same method (present
value of the defined benefit obligation calculated
with the projected unit credit method at the end
of the reporting period) has been applied as when
calculating the pension liability recognised within
the consolidated statement of financial position.

The methods and types of assumptions used in

preparing the sensitivity analysis did not change
compared to the previous period.
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31 EBUREREHMBEEEFNEET #)

(c)

2017 F EHRE

HtpRERAKEEF(E)

7B H B ARG 8 R SRR
RN AEEAXZZEER
HRBAMEBRFMRIAT -

AERE  HEAENSES
EEHERENL
BEH - S
1 Y-E
£ - R,

mERRERER  KZHEE &
EEEBRAR:
LSRG SR EE
BmAR(BEARE
RBOBERT - B
FRIE IR KT & RE
ER - AREF &
P 515 3 8 R B R
&) RZHHEE
PR E E B
ErgEsiEgn
BEWAERE  #
B2 BERE MR
B IS At o

EMEs AP EEAIEAER
RKBBEEZFR
HEA - Bt - B
S ERAEH
sHEIBEEM -

31 RETIREMENT AND OTHER SUPPLEMENTAL
BENEFIT OBLIGATIONS (continued)

(c)

Other defined pension benefits (continued)
Through its fundamental retirement plan and
defined pension benefits, the Group is exposed
to a number of risks, the most significant of which
are detailed below:

Asset volatility The plan liabilities are
calculated using a discount
rate set with reference to
corporate bond yields; if plan
assets underperform this
yield, this will create a deficit.

Inflation risk The majority of the plans’
benefit obligations are linked
to inflation, and higher
inflation will lead to higher
liabilities (although, in most
cases, caps on the level of
inflationary increases are in
place to protect the plan
against extreme inflation).
The majority of the plan’s
assets are either unaffected
by fixed interest bonds
or loosely correlated with
equities inflation, meaning
that an increase in inflation
will also increase the deficit.

Life expectancy The majority of the plans’
obligations are to provide
benefits for the life of the
member, so increases in
life expectancy will result
in an increase in the plans’
liabilities.
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31 ERNEMBEZEINSTEE) 31 RETIREMENT AND OTHER SUPPLEMENTAL
BENEFIT OBLIGATIONS (continued)
d FERRARERKENEHISH (d) Expected maturity analysis of undiscounted
Bl N defined pension benefits:

SR-F —-ZWE MELE
Less than Between Between @t
ayear 1-2 years 2-5 years Total

ARBTR  AREFT  ARETZ AERTT
RMB000 RMB’000 RMB’000 RMB’000

RZZ—tF At 31 December 2017

+ZA=t-8
HRBMNENEE  Supplement retirement
benefits plan 3,890 3,787 10,686 43,455 61,818
REERKLEF—  Defined pension benefits
BirBitEIEE - with funded plan assets 347 521 2,315 74,090 77,273
RTERKEEH - Defined pension benefits
ETAFEEE - without funded plan
assets 3,299 6,657 14,529 163,346 187,831
EiRERKEREF  Other defined pension
benefits 11,859 11,750 34,158 117,627 175,394
19,395 22,715 61,688 398,518 502,316

b —ERMF MEREF BRNE
Less than Between Between Over 5
a year 1-2 years 2-5 years years

ANERTT  AE¥TT  ARETT  AR¥TI AERT T

RMB’000 RMB’000 RMB’000 RMB’000 RMB’00

RZB—RF At 31 December 2016
+=ZA=t-H
HRBMNENEE  Supplement retirement
benefits plan 3,925 3,795 10,556 38,634 56,910
IRARINER:TE  Early retirement benefit plan 79 - - - 79
RERKEBEH -  Defined pension benefits
BEBEEE - with funded plan assets 238 358 2,145 78,004 80,745
REREKSEF - Defined pension benefits
BIBHAEE - without funded plan
assets 3,217 3,397 15,494 165,782 187,950
HBRTERRSEF  Other defined pension
benefits 11,581 22,995 33,195 107,636 175,407
19,100 30,545 61,390 390,056 501,901
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32 HtERE

32 OTHER LIABILITIES

—E2—tF —E—REF
2017 2016

ARMFIT ARETT
RMB’000 RMB’000

e AR AURYIFR IR ()

Payable to AVIC Shenzhen (a) 75,000 75,000

P~ B 48 A Payable to Weihai Economic and
HEEEEEE Technological Development Zone State-
LEEIR N B FIE owned Assets Management Co., Ltd - 6,725
Hip Others 2,179 9,509
77,179 91,234
A BNEIER Less: current portion (1,506) (10,902)
75,673 80,332
(a) AREENBARZEERRN T (a) SCC, a subsidiary of the Group, borrowed
ThE+ARAPHRFIERAR RMB75,000,000 from AVIC Shenzhen in October
#75,000,0007C ° ZEHRIEAEE 2009. The amounts are unsecured, interest
T H=(EAHLERITRZE bearing at a rate of 3 month SHIBOR plus 4.7%
KWEBFATEHEREAR-E per annum and repayable in October 2019.

—NEF+AEE -
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33

318

ESRHMEMARIE 33 TRADE AND OTHER PAYABLES
—E—+tF ZE—RF
2017 2016
AR¥FRT ARETFT
RMB’000 RMB’000
B G REMFE Trade payables 8,753,982 8,342,557
e EHe kB TEF Salaries and staff welfare payables 858,368 692,901
B2 Notes payable 2,559,246 2,090,214
BE#Y Advances from customers 3,715,254 3,241,995
FEHF B Interest payable 113,729 88,998
FERHAR B Dividend payable 31,264 27,136
Eh e HIR Other taxes payable 708,686 225,465
fEEHE AN HibfERFIE (@) Accruals and other payables (a) 2,358,524 2,277,870
BEFRE® Deposits from customers 196,975 142,472
19,296,028 17,129,608
B FERBNE S Less: non-current portion
- Iatisn - Deposits from customers (124,510) (73,391)
mENE D Current portion 19,171,518 17,056,217
@ FTAEGERREMENKIES (@  Included in accruals and other payables were

AVIC INTERNATIONAL HOLDINGS LIMITED

T BT 5E 46(c) AT % FR #Y FE 1 7 Bt
7 I AR 33,492,000 (=
T —RF : AR 282,638,000
TT) o REFIAREER - LER
KOEE6EFE @ WARKREBRE

RMB33,492,000 (2016: RMB282,638,000) due
to related parties as disclosed in Note 46(c).
These amounts were unsecured, bearing annual
interest rate from 0% to 6% and are repayable on
demand.
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33 EZRKHMEMAREE) 33 TRADE AND OTHER PAYABLES (continued)
(b) R-ZZE—+F+-_A=+—H" (b) At 31 December 2017, the ageing analysis of
B o EMNFUENEER S TIT ¢ trade payables is as follows:
—E—tF —E—RF
2017 2016
AR¥FT ARETT
RMB’000 RMB’000
—FR Within 1 year 7,343,892 7,379,859
—EME Between 1 and 2 years 877,616 614,723
MEZF Between 2 and 3 years 301,361 202,414
=FLAF Over 3 years 231,113 145,561
8,753,982 8,342,557
() ZAEBEZEMFENRAEN (c)  The carrying amounts of Group’s trade payables
THEEEE are denominated in the following currencies:
—E2—tF —E—REF
2017 2016
AREFT ARETT
RMB’000 RMB’000
AREE RMB 5,314,196 5,008,198
ET UsD 2,370,920 2,018,009
EAb Others 1,068,866 1,316,350
8,753,982 8,342,557
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34 &BE 34 PROVISIONS
RAEER () EEAH0) EERE(C)

Environmental Loss Legal &)

restoration (a) contracts (b) claims (c) Warranty (d

(“(TE / NEETFT
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
RZE-7~E-A-A At 1 January 2016 6,448 4,690 101,723 88,137 200,998
AE Additions 2,3% 18,972 - 43,99 65,362
BEA Utlised - - (74,897) - (74,897)
ETEES Currency translation differences 805 1364 1787 1042 4,998
RZE—7FTZA=F-H At 31 December 2016 9,648 26,026 28,613 133,174 196,461
RZE-tE-A-H At 1 January 2017 9,648 25,026 28,613 133,174 196,461
NE Additions - 4,785 2,497 52,299 59,581
EEA Utilised - (28,268) (26,130) (56,106) (110,504)
EEER Currency translation differences (156) (302) (120) (1,027) (1,605)
RZZ—tE+ZA=+—F At31 December 2017 9,492 1,241 4,860 128,340 143,933

(@ REBAXRERAAIEEMEEH (@)  The provision incurred by Tianma Japan, Ltd. was
BRIMHE IR 5ETEGRE - in connection with the removal of pollution of the

soil of the Akita plant.

(b) EBEAYNSERAEEWER A (b)  The amount of loss contracts is accrued by the
KHDE IR E 25 - TEET & QOB management of KHD, a subsidiary of the Group.
BRHERERER RETEH Expected contract losses are recognised through
FEEENEBEERDT R valuation allowance provisions. All identifiable risks
AR o are taken into account when determining such

expected contract losses.

() FREREHMADANBETIEZER (c)  The outstanding balance of provisions for
& AEBENE R AIKHDE & i legal claims mainly consists lawsuit of KHD, a
FRiSTiEs B PIEITHRA - B8 subsidiary of the Group, relating to an ongoing
REEZIBURTFE NS - litigation of corporate income tax with the local

income tax authorities in respect to admissibility of
deducting the provisions in previous years.
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34 ®BEE 34 PROVISIONS (continued)
(d) REBREGEEZHAEFRNREBRAE (d) The provisions for warranties cover all the risks
BB SR o 5257’ identifiable which relate to guarantee or warranty
BIIRER A HEEREREMR commitments. The provisions are measured on a
HETE - EMAFNHENEES contract-by-contract basis according to the best
EAEEABH —F Ll FHIRE X estimate. The amounts reported as non-current
¥ o (HET RN F— 2 UF - incorporate warranty commitments for a term of
more than one year. The anticipated maturities
range between one and four years.
35 HkA 35 OTHER INCOME
—E—tF ZE—RF
2017 2016
AREFT AREFr
RMB’000 RMB’000
ISR ON Government grants income 725,163 499,820
B R ARIEWA Service and maintenance income 78,825 78,510
EHWA Default income 7,415 19,749
AERA Compensation income 10,137 1,263
BlEMLEE Sales of by-products 43,068 51,641
At Others 2,679 13,191
867,287 664,174
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36 Httlzs—F5 36 OTHER GAINS-NET

—g-tF -FT A%

2017 2016
AREFT AR TFT
RMB’000 RMB’000
HEMB AR NWES Gain on disposals of subsidiaries - 450,588
HEREE R RIRER Gain/(loss) on disposal of investments
Wz, (E518) (B1aE43(c)) in associates (Note 43(c)) 444,522 (1,929)
HEMY Compensation expenses (4,235) (1,636)
HEREBMEHEMIZE  Gain on disposal of investments in
(#17#43(d)) joint ventures (Note 43(d)) 73,685 -
HEMHREESmEEN (Loss)/gain on disposals of available-for-sale
(E518),Maas financial assets (944) 6,199
HEME - BEMERED Gain/(loss) on disposal of property, plant and
Wezs,/(E518) (B1:t43(b))  equipment (Note 43(b)) 2,655 (9,624)
TESMTENARERE Fair value changes on derivative
#E) financial instruments 8,667 5,580
e ALIRRTTA S EZE R EIE Loss from discounting bank acceptance bills (31,570) (30,046)
HAith iz Others gain 51 48,434
492,831 467,566
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37 EMESIEMNER 37 EXPENSES BY NATURE

goods and work in progress (703,030) (140,455)
FBWEFA#TIRFIAEE Changes in amounts due from
customers for contract work (197,144) 442,737

FRBEME EEER Raw materials and consumables used 26,514,363 22,616,633
EERMZH(H:#39) Employee benefits expenses (Note 39) 4,220,025 4,031,585
HIERELH Repairs and maintenance expenditure 517,588 448,126
REFERE Provision for inventory obsolescence 201,562 142,733
IR BHE Provision for bad debts 268,676 91,075
BIRNEEA#TIRFIAREM  Provision for amounts due from customers

(Kitz2) for contract work (Note 22) 54,245 89,038
ME - BEREETE Depreciation of property, plant and

(Htat10) equipment (Note 10) 1,622,500 1,770,755
T fh AR SE (A7) Amortisation of land use rights (Note 7) 51,886 51,074
| EERE (M 79) Amortisation of intangible assets (Note 9) 82,009 65,128
HiIEmENEER Amortisation of other non-current assets 44,030 50,028
EHES N Operating lease rentals 413,842 290,018
BEMNEMEE Business tax and other levies 221,071 225,651
% BREM T AZ AR TS BN & Auditor’s remuneration for audit services 6,500 7,000
ZE A IE X RIS B & Auditors’ remuneration for non-audit services 16,697 15,073
IKEE Utility expenses 664,755 657,377
BEEHESH Transportation expenses 422,927 429,683
EIRE Travelling expenses 127,536 131,423
EBBEIH Entertainment expenses 42,419 71,268
HHEEH Professional fees 172,142 231,039
R1TBH Bank charges 24,603 42,864
Hih & Other expenses 1,012,174 764.974
HENAN - HEBRAK Total cost of sales, distribution costs and

TS administrative expenses 35,801,376 32,524,827
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Changes in inventories of finished

—E—+tF
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ARETFT
RMB’000

—E—REF
2016
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RMB’000
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38 ®ERAK-FHE 38 FINANCE COSTS - NET
—E—+F —E—REF
2017 2016
AR¥TFr ARETT
RMB’000 RMB’000
FLEMA Interest income (316,606) (232,137)
A E R B AIIE H = Foreign exchange gain on financing activities (177,882) (359,138)
(494,488) 591,275
MEZH Interest expense
—RITHER - bank borrowings 928,738 620,441
— s 5 (e 3k — borrowings from related parties 107,180 184,590
— R EAEE — medium-term notes 72,140 67,694
— o HAZEE — short-term notes - 1,583
— &% — debentures - 3,536
S BAEF B Less: interest capitalised (561,547) (65,531)
1,056,511 812,313
BB EBAE R Foreign exchange loss on
R financing activities 408,069 30,821
TIHBE AR Finance costs expensed 1,464,580 843,134
BhE R AN EE Net finance costs 970,092 251,859
EREIRBETERELRALERNEAAR Bank loan interest capitalised in the construction-
#10,063,000 L (Z T — R F : AR in-progress amounted to RMB10,063,000 (2016:
¥ 54,966,0007T) © BRI R B EF RMB54,966,000). The capitalised interest rate was 4.89%
4.89%(=F—/RF : BF2.67%) ° per annum (2016: 2.67% per annum).
BRAYMERTERERNMCFE B A Bank loan interest capitalised in the properties under
R#41,484,0007L (Z 2 —XRF : AR development amounted to RMB41,484,000 (2016:
#10,565,0007T) « EXLFE B EF RMB10,565,000). The capitalised interest rate was 3.61%
3.61%(ZF—7RF : §F3.40%) ° per annum (2016: 3.40% per annum).
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39 EEEFEAH 39 EMPLOYEE BENEFIT EXPENSES

—E—+tF ZE—REF

2017 2016

AREFT AR TFr

RMB’000 RMB’000

TE& - Haekics Wages, salaries and bonus 3,359,368 3,280,403

Br - BENEMER Welfare, medical and other expenses 366,708 282,111

HE R A Social security costs 478,667 452,887
RATRIR K Early retirement and supplemental pension

R ERARSEF benefits

15,282 16,184

4,220,025 4,031,585

AEEC2EABRTRBEAMLERE
YTRHPTBEETHEEHERRFE - &
mERE BEREMEESEN - RIX
BRGX - AEEE A BRBT R
MEZRBRBEERBRER  HFIED
RIMEENME S A H22% K8% » AEE
DRFAREER14% KM 7% » HHRFKIBHE
BAYE - BRIALERSN  REEAEH
g #5

2017 F EHRE

The Group has participated in employee social security
plans enacted in the PRC, which cover pension, medical
and other welfare benefits. The plans are organised and
administered by the governmental authorities. Pursuant
to the relevant provisions, the Group is required to make
monthly contributions in respect of retirement insurance
and health insurance to governmental authorities,
equivalent to 22% and 8% respectively based on the
monthly salaries of its employees, of which, the Group
bears 14% and 7% respectively, and the employees bear
the rest. The Group has no further obligation beyond the
contribution.
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39 EEENERGE) 39 EMPLOYEE BENEFIT EXPENSES (continued)
(a) EBEBREHAL (a) Five highest paid individuals

RZE—tF  FAEEREES The five individuals whose emoluments were

FATWEBDFHN SN W48 the highest in the Group for the year 2017 do

AT EMES(ZT—RF - not include any directors (2016: Nil) whose

/)  FNENZABAL(ZE emoluments are reflected in the analysis presented

—~F o RB)BBEemT ¢ in Note 48. The emoluments payable to these
five individuals (2016: five) during the year are as
follows:

—®—tF —F A%

2017 2016
AR¥FT AREFT
RMB’000 RMB’000
EXge  BEEEHM - Basic salaries, housing allowance,
H A2 AL R B other allowances and benefits in kind 13,145 16,307
e FIATEHE : The emoluments fell within the following bands:
—E—+F —E—REF
2017 2016
AE¥TFT AREFT
RMB’000 RMB’000
B & # [ Emolument bands
2,500,001/8LE HKD2,500,001-HKD3,000,000
3,000,000/ 7C 2 1
3,000,001/87LE HKD3,000,001-HKD3,500,000
3,500,000/& 7T 2 4
4,000,001/&7LE HKD4,000,001-HKD4,500,000
4,500,000/ 7T 1 -
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40 FIBFiEAX 40
BENRERAERE  BIESEEA
EEB R - 75 BB R b B R S
B A AR B R 5% MM FT B RS o & FH
BARERTATESHRMEE - R
T FEZI%( T —NF 15%)
HEEFERE -

85N g A T IR R A S 0 5T AR B i
Mo BAREEERMERREROHRE

INCOME TAX EXPENSE

Pursuant to the relevant income tax law of PRC, the
subsidiaries of the Group established in the PRC were
subject to income tax at a rate of 25% unless preferential
rates were applicable. Certain subsidiaries were qualified
as High and New Technology Enterprises in the PRC and
were entitled to a preferential income tax rate of 15% in
2017 (2016: 15%).

Taxation on overseas profits has been calculated on the
estimated assessable profit for the year at the rates of

FTE o taxation prevailing in the countries in which the Group
operates.
FRAEHRESIE Income tax charged for the year represents:
—E—+F NS
2017 2016
AR¥FrT ARETFT
RMB’000 RMB’000
F s F 8 BN ERFTS B Current income tax on profits for the year 448,206 602,975
A—FERETE Under/(over) provision in respect
(EBEERE) of prior year 18,039 (594)
BIERPRIS TR 4B RR Total current income tax 466,245 602,381
EEFTSRL (Mt 17) Deferred income tax (Note 17) (14,491) (93,458)
B K B+ i (B R PRC land appreciation tax - 1,000
St Income tax expense 451,754 509,923
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40 FIBFBEAXE) 40 INCOME TAX EXPENSE (continued)
7N 5 [ bR A A s I S AR ) A I8 ER AR 1R AR The tax on the Group’s profit before taxation differs
NI REMB AT ERZR R EETE R from the theoretical amount that would arise using the
B IEERENT ¢ tax rates of the home country of the Company and its

subsidiaries as follows:

—E—+F —E—RF
2017 2016

AREFT ARETT
RMB’000 RMB’000

R PTAS L Bl & ) Profit before income tax 1,570,565 1,797,895

BARNTERBR25%:E  Tax calculated at the tax rates applicable to

BFIE(ZZ—/N4 : 25%) the Company of 25% (2016: 25%) 392,641 449,474
AEDHIBEEORETE  Tax effect on unrecognised tax losses 129,101 236,141
FRLHRERNBIIE/E  Utilisation of previously unrecognised

tax losses (10,673) (11,929)
TEERBEENASNER  Expenses not deductible for tax purpose 111,476 38,185
BAFHHUA Income not subject to tax (26,183) (45,616)

RE B NBE NTFBR  Effects of share of post-tax results of
TIs B R G128 joint ventures and associates

0% (56,904) (55,622)
Al ANt R ER Research and development expenses
eligible for additional deduction (87,989) (78,076)
TRBMERELBGESRAN  Effect of tax concessions from different
Tz tax rate (13,119) (29,258)
REERE R = R Tax effect on unrecognised temporary
=1 differences 19,413 9,898
HAth Others (6,009) (3,274)
IR 2 Tax expense 451,754 509,923
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41 BREF 41 EARNINGS PER SHARE

(@ EXF (a)
FRERNGEERFILZ AN R B
=IF B A F R AFRE 3
TE B INETFHREGETE -

Basic

Basic and diluted earnings per share are
calculated by dividing the profit attributable to
owners of the Company by the weighted average
number of ordinary shares in issue during the
year.

—E—tF —E—REF
2017 2016

ARMFIT ARETT
RMB’000 RMB’000

RATEZRIEBA AFENS  Profit attributable to owners of the

wEMAREFTIT) Company (RMB’000) 408,107 806,066
S K AR AT AR S % Less: Profit attributable to PSCS

FA AEE R holders (RMB’000)

(AR®EFT) (27,817) (27,817)
ARAREBERR MDA A Profit attributable to ordinary

FEEEFI(AREFIT)  shareholders of the Company

(RMB’000) 380,290 778,249

BEITEMARINMETFY)  Weighted average number of ordinary

A% &R (FR%) shares in issue (thousands) 1,166,162 1,166,162
FIREREF] Basic earnings per share

(AR®T,/I%) (RMB per share) 0.3261 0.6674

2017 F EHRE
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41

42

330

BRER &)

(b) #F
BREEAEMNZABRRETE
i N S B BUARER PR B &
EHEERREEERAE - AR
A — AR EEEEER
B KAREAIBRRRES  EE
RBKAREARBESFCEE
BaEEK -

41

EARNINGS PER SHARE (continued)

(b) Diluted
Diluted earnings per share is calculated by
adjusting the weighted average number of ordinary
shares outstanding to assume conversion of all
dilutive potential ordinary shares. The Company
has one category of dilutive potential ordinary
shares: perpetual subordinated convertible
securities. The perpetual subordinated convertible
securities are assumed to have been converted
into ordinary shares.

—E—tE —TE—REF
2017 2016

AREFT ARETT
RMB’000 RMB’000

RATIHEzRSB AL Profit attributable to owners of the

wEAM(ARETIT) Company (RMB’000) 408,107 806,066
BRI BRI  Weighted average number of ordinary

fe 8 (FR%) shares in issue (thousands) 1,166,162 1,166,162
e Adjustments for:
KR P AT HR[R 75 55 Perpetual subordinated convertible

(F10) securities (thousands) 801,635 801,635
GRS B IR Weighted average number of ordinary

A&k (FB%) shares for diluted earnings per share

(thousands) 1,967,797 1,967,797

SEEERAT Diluted earnings per share

(AR H) (RMB per share) 0.2074 0.4096

RE

AN ZE-N\F=ZHAZTHETHWNES
geHL EFTCERRBEBEE_-F
—+tFF+ A=+ —HIEFESBRAR
005K E REMEAAR
¥ 58,308,000 L (ZZT—NF : AR¥
116,616,000 T ) ° % iEZ & B & A2 A
RN FRBEF ARSI ERSAESR -
BE_ZE—RFE+A=+—RHILEE
MARBEREENR ZE—tFNA—HIK
o ZEMBERERL TR UL EMIE -

AVIC INTERNATIONAL HOLDINGS LIMITED

42

DIVIDENDS

At the board of directors’ meeting held on 20 March
2018, the board proposed a final dividend for the year
ended 31 December 2017 of RMBO0.05 per share for
1,166,162,000 shares amounting to a total dividend of
RMB58,308,000 (2016: RMB116,616,000), subject to
the approval by the shareholders at the annual general
meeting of the Company. The final dividend for the year
ended 31 December 2016 was paid on 1 August 2017.
These consolidated financial statements do not reflect
this dividend payable.
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43 BEREER

FRBNREEEBELNRSHE -

43 CASH FLOW INFORMATION

Reconciliation of profit for the year to cash generated
from operations:

—E— &
2017
Wt ABKFT
Note RMB’000
B P15 5 AT A Profit before income tax 1,570,565 1,797,895
I Adjustments for
KEBIRRITANIESZR  Losses from discounting bank 36
B acceptance bills 31,570 30,046
[REFERE Provision for inventory obsolescence 37 201,562 142,733
HIREE Provision for bad debts 37 268,676 91,075
AEHESHEERE Provision for available-for-sale financial
assets - 15,000
JEWEFAATIRIIE Provision for amounts due from 37
B customers for contract work 54,245 89,038
ME - BEREETE Depreciation of property, plant and 37
equipment 1,622,500 1,770,755
+ i A Y Amortisation of land use rights 37 51,886 51,074
A EHE Amortisation of intangible assets 37 82,009 65,128
HibIEma & s Amortisation of other non-current 37
assets 44,030 50,028
WEMEN AR EMBEYE  Fair value gain on investment property 11 (172,619) (212,438)
B B HIRE YA Deferred income on government grants 35 (725,163) (499,820)
HEmME AT (W), (Gain)/loss on disposal of associates 36
BB (444,522) 1,929
HERELERE Gain on disposal of joint ventures 36 (73,685) -
HEAHNESRERE Loss/(gain) on disposal of available-for- 36
B (k) sale financial assets 944 (6,199)
BB R AR e Gain on disposal of subsidiaries - (450,588)
TTHELB T EAAREES  Fair value changes on derivative 36
&) financial instruments (8,667) (5,580)
HEME - BERSE (Gain)/loss on disposal of property, 36
(Uezs) /18 plant and equipment (2,655) 9,624
IS ON Interest income 38 (316,606) (232,137)
ABZH Interest expense 38 1,056,511 812,313
P& 5 B8 (s )3 Net foreign exchange losses/(gains) 38 230,187 (328,317)
FE( B = R EE F Share of profits of associates 14(a) (224,776) (471,908)
EIEAEECRER),/ Share of (profits)/losses of joint 14(b)
[ ventures (2,841) 249,422
LEESEH(TEEKE  Changes in working capital (excluding
V2N A FARR the effects of acquisition and
MEHZ%) - currency translation differences
on consolidation):
-FE - Inventories (718,033) (36,973)
—BERYE - Properties under development (191,767) 97,899
—BREFPAHTIEN — Amounts due from customers
3] for contract work (197,144) 442,737
-EREFPAHNTIRER - Amounts due to customers
15 for contract work (485,836) 238,010
—B 5 RHEM YA - Trade and other receivables (221,267) (1,821,583)
—B 5 MHMENRIE - Trade and other payables 3,403,858 1,421,970
REEBEENRS Cash generated from operations 4,832,962 3,311,133
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43 HBEREER (&) 43 CASH FLOW INFORMATION (continued)

(a REBEE-FT—+H&+-A=+— (a) In the consolidated statement of cash flows
ALEEmEAREsRe%: 3¢ for the year ended 31 December 2017, capital
ERERE=ANEARNTE contribution to subsidiaries from non-controlling
B - interests comprises:

—E—+F —E—RF

2017 2016
AE¥TFT AREFr
RMB’000 RMB’000
R BB (B EE13(i)) SCC (Note 13(ii) 1,269,961 -
R E AVIC Stimulation - 20,000
B R Weihai Shipyard - 200,000
1,269,961 220,000
b) MNBEE-_ZT—tF+-_HA=+— (b)  Inthe consolidated statement of cash flows for the
AR E—XNE+-_A=+—H year ended 31 December 2017 and 31 December
IFTFENGEARESRER  HE 2016, proceeds from sales of property, plant and
ME MELEEIARIEEDE equipment and investment properties are:
HFTISFIER -
—E—+tF ZE—RF
2017 2016
AR¥TFT AREFT
RMB’000 RMB’000
BREDFE(HA210) Net book value (Note 10) 111,088 57,900
HEBI(BE)  Gan/(loss) on disposals (Note 36)
(H1:£36) 2,655 (9,624)
FriSskIE Proceeds 113,743 48,276
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43 HBEREER (&) 43 CASH FLOW INFORMATION (continued)

(c) REBEE-_Z—+F+_F=+— (c) In the consolidated statement of cash flows for the
B -ZZE—XRFE+-_A=+—H year ended 31 December 2017 and 31 December
IFFENGERERER  HE 2016, proceeds from disposals of investments in
REFE R RIMIREMSHRIER associates are:

—E—tF ZE—RF

2017 2016

AR¥TF T ARETFT

RMB’000 RMB’000

BREME(HaE14(2) Carrying amount (Note 14(a)) 235,916 8,134

HEFTSUEE (#15736)  Gain on disposals (Note 36) 444,522 (1,929)
Vo AT AB S R EMEL  Less: consideration included in trade

TIENRE and other receivables - (6,205)

P 30R Proceeds 680,438 -

d REE-Z—+F+-_A=+— (d)  Inthe consolidated statement of cash flows for the
A= —R"F+=ZHA=+—H year ended 31 December 2017 and 31 December
LEFENGeReRER HE 2016, proceeds from disposals of investments in
NG ETEMIKEMSHRES ! joint ventures are:

—E—tF ZE—RF
2017 2016
AR¥®TF T AREFT
RMB’000 RMB’000
SREE(KaL14(0)) Carrying amount (Note 14(b)) 1,770,497 -
HERTBIEE(#15236)  Gain on disposals (Note 36) 73,685 -
W ETAE S R EA Less: consideration included in trade and
JEWGRIER R E other receivables (829,882) -
FiS s/ 18 Proceeds 1,014,300 -
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43 HBEREERH) 43
&) RBE-E—+F+-_A=+—
BHEENGEARSTRES I
EM B R RM S RERLE

CASH FLOW INFORMATION (continued)

(e) In the consolidated statement of cash flows for
the year ended 31 December 2017, proceeds
from disposals of subsidiaries comprise:

HEMEFRE
Net cash flow

ARBFT
RMB’000

RZE—+FHEKE  Disposal of Dalian Aero-Technology Trade and

R EBR A Economy Development Company Limited
([RELE ) (“Dalian TED Company”) in 2017 (i) (7,992)
RZEE—RFEHERER  Disposal of Guangdong Hangyue Industrial
MBaEEGR D F) Company Limited in 2016 (i) 600,000
R-ZE—LFHEHM  Disposal of other subsidiaries in 2017 (i)
=GN 10,521
602,529

() R=—F—tF—A—H8"
RELEMBRR AL R D
BIERR —B1T8 ek | -
ERDRBREHRNELE
R PEGIME - W E R UK
BERANEREANR © %

() On 1 January 2017, the shareholder
of Dalian TED Company released the
“Unanimous action agreement” with Beijing
Company, Beijing Company lost the control
over Dalian TED Company and accounted
the investment as an associate afterwards.

HEFENRESREWT The cash flow from the disposal was as
follows:
—E2—tF
2017
AR¥Fr
RMB’000
RE Consideration

—HEMBATFERE - Cash receipt for the disposals of subsidiaries

Be

— : FTHEMBAT - Less: Cash and cash equivalents held by

BHANRE R subsidiaries disposed
ReEEY (7,992)
HENMB AR MEE Cash outflow derived from the disposals
Baemd of subsidiaries (7,992)
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43 HBEREER (&) 43 CASH FLOW INFORMATION (continued)
(e) (#&) (e)  (continued)
KELERFEENT ¢ The net assets of Dalian TED Company as follows:

RHEBH

On disposal

day

AREFor

RMB’000

ReENREEBEY Cash and cash equivalents 7,992
B 5 REM B GRIA Trade and other receivables 10,057
Hitvmeh g e Other current assets 402
Y - BE M Property, plant and equipment 390
B 5 N A EN A Trade and other payables (7,522)
FAE Net assets 11,319
R B E

On disposal

day

AREFT

RMB’000

AT (R Attributable to

RNELEERFEA Owners of Dalian TED Company 3,038
FEVERR AR R A Non-controlling interests 8,281
BTRMHAREE Fair value of the remaining shares 3,038

REEEL T E YR Disposal gain attributable to the Group -

BX

(ii) R-ZZE—+H%—F K& (ii) In January 2017, the Group received
B IASRBERMNE the outstanding consideration of
RARIESR T —RF RMB600,000,000 from Pearl River Life
HEERMEERZEFRA Insuarance Limited Company for the
A175% MR R i R EE R disposal of 75% of equity interest in
& AR #600,000,0007T ° Guangdong Hangyue Industrial Company

Limited in 2016.
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43 BEREER (&) 43 CASH FLOW INFORMATION (continued)
(e) (#&) (e)  (continued)
(i) RZE—+F  KEHEH (iii) During year 2017, the Group disposed

ENBRETTIEANE
AR FERERESSHE
MAEMRE AR AR
PFREEELEODBRA
Al - BB BRAFE - )

of and liquidated a number of immaterial
subsidiaries, mainly includes Weihai Jinmao
Shipyard Technical Service Company
Limited, AVIC Weihai Import & Export
Company Limited, 68 Station Company

EFEAFBWT ¢ Limited and etc. The details of the
disposals as follows:
R E B
On disposal
day
ARETT
RMB’000
HEEBERE Disposal consideration
—HEMNB AR — Cash receipt for the disposals of subsidiaries
FrERRE 16,390
— : T BB AR - Less: Cash and cash equivalents held by
EMRekRe subsidiaries disposed
ZEY (5,869)
HENRB AR MEE Cash inflow derived from the disposals of
WEMA subsidiaries 10,521
FrtEMBARIHEEE Net assets of subsidiaries disposed of 13,758
FrHEHEARR Non controlling interest of subsidiaries
SRR R S disposed of 3,237
10,521

REEESEHESKE Disposal gain attributable to the Group -
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43 HBEREER (&) 43 CASH FLOW INFORMATION (continued)
1j) EEFEYER ) Net debt reconciliation
rEEHBEFELNAEFEE This section sets out an analysis of net debt and
oA the movements in net debt:

BITHEN HipfE&
Bank Other
borrowings  borrowings

ABETT AREFTL
RMB’000 RMB’000

RZE—RF+ZA Net debt as at 31 December 2016

=+-BHaEFE 18,224,396 364,601 18,589,087
210 Increase 15,373,963 132 15,374,095
W Decrease (11,747,821) (255,871)  (12,003,692)
ERFE Interest paid (809,661) (96,744) (906,405)
FBR% Interest expenses 952,209 104,302 1,056,511
M 3, 2 Foreign exchange adjustments 559,378 - 559,378
HiF RS 28 Other non-cash movements 182,395 (7,558) 174,837
RZE—+F+=A Net debt as at 31 December 2017

=+-BHEEFE 22,734,859 108,952 22,843,811
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44

338

REEHE
(a) HBEREW

R-E—+E+-_A=1+—H0%
—E-XH¥+-A=+—H K«
EBBUT KRBT HIER

A

Guarantor

N

Tianma

ERAH
Beijing Company

EFIRA]

Xiamen Company

TERF
Engineering
Company

ERAF
Beijing Company

ERAF
Beijing Company

@D A=
BERA

TED Company

BREE
rEBNER
Guarantor’s
relationship
with the Group

AEEHELT
Subsidiary
of the Group

REENEAR
Subsidiary
of the Group

REENEAR
Subsidiary
of the Group

AEEHBLF
Subsidiary
of the Group

AEEHBLF
Subsidiary
of the Group

AEEHBLF
Subsidiary
of the Group

AEEHBLF
Subsidiary
of the Group

44 CONTINGENCIES

(a) Financial guarantee contracts

A SE

Guarantee

EEREEREABRRMERAT

Shanghai Tianma Organic Light-Emitting

Technology Company Limited*

REEFEEARAT

Tuofu Yuanyang Shipping Company Limited*

EMASHETFERAR
Xiamen Tianma Microglectronics
Company Limited*

mREETIRERAA
CATIC Construction Engineering
Company Limited”

FMPIHHETERAT
Taizhou AVIC Shipbuilding Heavy
Industry Limited*

ENBFIRARAH

Zhengli Ocean Engineering Company Limited*

PRAE LR REARAR
AVIC Wang Xin Beijing Science and
Technology Co., Ltd.*

AVIC INTERNATIONAL HOLDINGS LIMITED

BRUSE
rEBNEE
Guarantee’s
relationship with
the Group

B

Associate

E=5
Third Party

BRABAERYUR
6% iE

The guarantor holds
6% equity interests
in the guarantee

Lk YN

Associate

£=h
Third Party

£=h
Third Party

Lk YN

Associate

As at 31 December 2017 and 31 December 2016,
the Group had the following financial guarantees
outstanding:

“E-t%
*EE
EREE ERE
2017 2016
Outstanding Outstanding
amounts amounts
guaranteed  guaranteed
ABBFT A A
RMB’000
757,386 682,572
126,168 -
94,966 176,000
53,900 -
- 347,040
- 11,710
- 25,000
ANNUAL REPORT 2017



e MR

Notes to the Consolidated Financial Statements

4 HEFE#E)

(@) HBEREN(E)

44

CONTINGENCIES (continued)

(a) Financial guarantee contracts (continued)

t S -3
KR
ERAE ERUSE EReE EReE
rEENEE rEENEE 2017 2016
Guarantor’s Guarantee’s Outstanding Outstanding
BRA relationship ERY%K relationship with amounts amounts
Guarantor with the Group  Guarantee the Group guaranteed teed
AREFT FIT
RMB’000  RMB'000
IRAH AEENERR PREEIRBRAR Bend - 127,400
Engineering Subsidiary CATIC Construction Engineering Associate
Company of the Group Company Limited™
AT sl O] APRERERAR RAZNEAR - 714,000
The Company Holding Company  Shenzhen AVIC Resources Co., Ltd. * Fellow subsidiaries
AYNG] BRRF EEPMERARAR eI - 475470
The Company Holding Company ~ Qinghai CATIC Resources Co., Ltd.* Fellow subsidiaries
NG BRAR ERTERBICIERAA RZMBRF - 34,000
The Company Holding Company ~ Kunming AVIC Phosphorus Chemical Fellow subsidiaries
Co., Ltd*
NG BRAR ERAERERAH RZMBRF - 6,430
The Company Holding Company  Yunnan Hongfu Fertilizer Co., Ltd.* Fellow subsidiaries
AT ERAA BRI ERAT RAEHEAT - 23
The Company Holding Company  Qinghai AVIC Silicon Material Co.,Ltd" Fellow subsidiaries
1,082,420 2,622,966
* HRZERATMEEFMEKA * The English names of these companies are
FMEXEE  HERERD management’s best efforts at translating the
R XA EREREER RN Chinese names of these companies as no
E &N English names have been registered or available.
Hiat - Bl REEERSBEIERAR Note: The above outstanding amounts guaranteed also

SERFRONKARIE

2017 F EHRE

constitute contingent liabilities of the Group at
year end.
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44 HHEBIEE)

(b) EKRHFH
R-ZZ—WFEXA+=H " Tang
Energy Group Limited ( [ Tang
Energy|) * Soaring Wind Energy
LLC. ([Soaring Wind |) & & =
K ERR (MBI BRRAMA
EmEEnNFR([FE])AE
ERMPEBERAPMEEEQR
([ ER ) ~ AR RIERAR
RRARTME AR (BIE(ES
BRE)METLE - MBI KFrae
RARE) (G HE AR E
HRE([HEHRE]) - PEERE
BEE AfTang Energy B fR it
EER_ZZNFITUNEEW
E([&&HE]) MEENFERR
WEARENRE - RRAFF
M ERSE AmMELEEXET
RIB - BAAESROMZETIES
ERTEAGRA —A%E] -
HEZIEEmETBRILER
AR - L - BRABIERE
Ra&m@EEREEANE K
R5BETHERREE -N_F
—hFE+Z AR E AEEBRE S
FFEHEZ (International Arbitration
Tribunal) ¥% T B B2 5% 5 B R A O
MM REBEMOREIOR(E
R1) o BB WEANARFEL
A RERMmEBERAXNE{E
#w([=Ze% ) R#%71,000,000%
THEEFEERER(BFEETR
REEES  ZRMERRAX) K%
B O IR RIS AR AR RE
R B 2B EORIREVE — 2
EETH cRZE—XRE=H -
REBANEEE AR BERY
BMATEOR I ZSRBEHEOR ([ R ¥
BEl)  c RAWRE A - RE A
FE R ERERD T RE
MR VEH R EHDR o (RERE S
RRRIHZERT RE BFR
REABEMERTE - R -
BRI R B I R 4 35 1% & A B AR
MR PIETHRT  ZTRH
X NBREREORRIEL - BF
BEORBITIMBETEERAE o
INBE—FERANRABESITE
g e

o
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(b)

44 CONTINGENCIES (continued)

Major litigation

On 13 June 2014, Tang Energy Group Limited
(the “Tang Energy”), Soaring Wind Energy LLC.
(“Soaring Wind”) and its other group members
(collectively, the “Claimants”) filed an arbitration
claim with the American Arbitration Association
against CATIC USA Inc. (“CATIC USA”), the
controlling shareholders of the Company and
subsidiaries of the Company (including, among
others, Aviation Industry, AVIC International and
RED Company) (collectively, the “Respondents”)
in respect of a dispute (the “Dispute”) arising
out of a joint venture agreement (the “Arbitration
Claim”). The Arbitration Claim is the claim brought
by the Claimants against the Respondents in
respect of a dispute arising out of a joint venture
agreement (the “JV Agreement”) entered into
between Tang Energy and CATIC USA in 2008
whereby the Claimants treated CATIC USA as
the agent of Aviation Industry in the USA, and
all involved Aviation Industry groups and their
subsidiaries are deemed as a “single group”, all of
which shall be bound by the exclusivity provisions
under the JV Agreement. Therefore, the Claimants
seek damages totalling US$2.25 billion from
the Respondents for the alleged breach of the
JV Agreement. After the Respondents receiving
final decision on the Arbitration Claim issued by
the International Centre for Dispute Resolution
of International Arbitration Tribunal in December
2015 (the “Decision”), pursuant to which the
Respondents were jointly and severally liable to
pay to the Claimants damages and fees (including
but not limited to compensation, attorneys’ fees
and expenses) in relation to the Dispute in the
total amount (the “Amount”) of approximately
US$71,000,000, the Group had engaged a law
firm to assist in the Arbitration Claim and has
taken further legal action against the Decision. 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. The impact of the Arbitration Claim
on the Company is subject to the results of
the Opposition Application and other progress
in the future. Meanwhile, the Decision has not
determined the proportion of the Amount to
be assumed by each of the Respondents. The
payment of the Amount is still pending the
decision of the court and there is uncertainty in
relation to the enforcement of the Decision. The
Company will made further announcement if there
is further development.
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45 EE 45 COMMITMENTS
(a) EBREIE (a) Capital commitments
REREHEEBINDAREERNE K Capital commitments at the consolidated balance
PN sheet date but not yet incurred are as follows:
—E—tHF AN S
2017 2016
AEB¥TFT AREFT
RMB’000 RMB’000
BRI EREH Contracted but not provided for
+ Hb {5 A A Land use rights - 77,001
mE - WENREE Property, plant and equipment 3,728,062 9,502,025
ARG E Equity interest investments 2,250 11,050
3,730,312 9,590,076
(b) AREHENEIE (b)  Operating lease commitments
AEBEBENPAESEFHTAUR The Group has commitments under non-
SHAS R A RPEMT - cancellable operating leases in respect of office

premises as follows:

—E—tE —TE—REF

2017 2016

AR¥EFT AREFr

RMB’000 RMB’000

THBIE—F Not later than one year 181,507 91,097
HBE—FEEBTHBASE  Later than one year and not later

than five years 215,005 196,536

BRAF After five years 23,878 8,356

420,390 295,989
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46 EBEABEBAIRS 46 SIGNIFICANT RELATED PARTY
TRANSACTIONS
AEEBFPMER(RFPBEKZAOEE A The Group is controlled by AVIC International, a state-
A1 o USRI (R BEK IR A controlled company established in the PRC. AVIC
RE)BAEARFIEERE - EFRATM Shenzhen, a state-controlled company established in
B RMZEIRD R AREBOZERA the PRC, is the major shareholder of the Company. The
A MR AR o directors regard AVIC international and Aviation Industry
as the holding company and ultimate holding company of
the Group respectively.
BIFE SRR EMILOPTHEEI In addition to those disclosed elsewhere in the
REBERAEERBR R ST ET consolidated financial statements, the following is a
MERNBEBARIEBBEBAXIESE summary of significant related party transactions entered
M EESB T into in the ordinary course of business between the
Group and its related parties and the balances arising
from related party transactions:
(a) CEBEELINRES (a)  Transactions with related parties
—E—+t5F —E—RF
2017 2016
AR¥FrT ARETT
RMB’000 RMB’000
N Revenue:
HEEY Sales of goods
SEEINENG - Fellow subsidiaries 1,042,698 1,798,750
—GEE - Joint ventures 78,641 72,701
—BtE N A — Associates 15,641 122
— AT — Holding company 3,303 4,184
—ARRQNB—ZFTERE - Amajor shareholder of the Company 3,302 -
— FEIEAR AR R R — Non-controlling interests - 5.851
— RIIER A A — Ultimate holding company - 186
1,143,585 1,881,794
HERKA Rental income
—RRHBAF - Fellow subsidiaries 24,522 28,002
— ¥R E] — Holding company 354 435
/NG| - Associates 664 1,936
25,540 30,373
TRRIA Construction income
—RRMHBAF - Fellow subsidiaries 572,138 811,776
ZEBEERBKA Entrusted management services income
— R ZAME A ~ Fellow subsidiary 18,868 21,226
342 AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2017
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46 EXBEEBRAIRSH)

(@) HEHEBINXS(E)

46 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)

(a) Transactions with related parties (continued)

—E—+tF
2017

AREFT
RMB’000

—E—REF
2016
ARETFT
RMB’000

R RFBBA Agency services income
GEINIEAG] — Fellow subsidiaries 226,232 114,192
— =R AT — Holding company 29,469 785
I -UNC — Associates 1,916 114
—ARR—HBEERE - A major shareholder of the Company - 4,245
257,617 119,336
FERERERA Interest and guarantee fee income
—ERME AR — Fellow subsidiaries 37,455 73,540
g NC] - Holding company 664 -
—RERE - Joint ventures 151 -
38,270 73,540
BEERMR Purchases of goods and services:
EEEM Purchases of goods
EE VNS — Fellow subsidiaries 1,630,772 1,772,279
— B AT — Associates 31,931 57,422
— SRR R R - Non-controlling interests 6,171 4,506
—BERE — Joint ventures 2,535 6,355
1,671,409 1,840,562
HEEA Rental fees
SEEINENG - Fellow subsidiaries 2,833 191
— JEPE R A R — Non-controlling interests - 3,042
2,833 3,233
MEEEER Property management fees
S GE NG - Fellow subsidiaries 44,994 193
TR AR TS AR Concessionaire services costs
—RARMBAF] — Fellow subsidiary 19,325 24,503

2017 F EHRE
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46 EXBEBLIRZ#E)

(@) HEHEBINXS(E)

46 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)

(a) Transactions with related parties (continued)

—2—tF —TRF
2017 2016
AEBT T
RMB’000

ARE TR
RMB’000

RIZ RIS A AN Agency services costs
—RERME AR — Fellow subsidiaries 20,331 89,110
— AT — Holding company 6 222
— BT - Associates 70,000 26,565
— FEIE IR AR R A — Non-controlling interests 1,290 -
91,627 115,897
TR ARIGAAS Construction services costs
— BN A — Associate 5,344 12,875
MERSZREREHR Interest expenses and guarantee fees
EGEI L= — Fellow subsidiaries 99,124 154,343
— EIER A A — Ultimate holding company 7,500 -
— R AT — Holding company 4,502 25,117
—RAT—ZEBAE - A major shareholder of the Company 3,954 5,130
115,080 184,590
BV BER Receipt of financial assistances
— A E] - Holding company 5,335,810 5,022,798
e EE =N - Fellow subsidiaries 1,336,399 2,871,832
—ARRa—ZEEAE - A major shareholder of the Company - 925,000
— R ERAT] - Ultimate holding company 250,000 250,000
— IR AR R = - Non-controlling interests 131 -
6,922,340 9,069,630
IR E B Provision of financial assistances
—RAMB AR - Fellow subsidiaries 1,571,487 1,429,244
A — Associates 827,712 837,672
2,399,199 2,266,916
¥ S OME AR 1% Receipt of foreign exchange services
—RRM B AR — Fellow subsidiaries 106,263 106,597

344 AVIC INTERNATIONAL HOLDINGS LIMITED
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46 EBEXBEEAIRZ (&) 46

(@) EBRBAOINXSZ(E)
gﬁiﬁkﬁ*ﬁ 5h ?i%% Y fz% :

ARBREARLE  ATBEBRFA
REES - AEBRIREFZHE
BFEEREEES - ZHRE

FENERMIENEERR
TREETER - ARBHEEAM
TERAEHNEBONRS B
BAIR5 WEXZHTERBRBN
ETEAERITHERRE KRG E
e FA - RARBAAFIREF
BRBEERITEABEFRERE
BIRITIEA ©

2017 F EHRE

SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)

(a)

Transactions with related parties (continued)
Transactions with government related entities:

The Company is a state-owned enterprise
ultimately controlled by the PRC government.
Certain of the Group’s business are operated in
an economic environment currently predominated
by entities directly or indirectly owned, controlled
or significantly influenced by PRC government.
The transactions between the Company and
other PRC government controlled entities are
related party transactions. These transactions
mainly include depositing cash in and obtaining
borrowings from certain stated-owned banks.
Most of the Company’s cash were deposited in
and all of the borrowings were borrowed from
state-owned banks during the year.

PHBERERROBRAT 345



R M BARMEE

Notes to the Consolidated Financial Statements

46 EXBEBLIRZ#E)

(b)  EREAEET EVAEER

46 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)

(b) Balances with related parties

BB RARNEH®RE AEK The balances with related parties companies are
BB NBERENRERE - unsecured, non-interest bearing and repayable on
demand.
+=H=+—H
31 December
—E2—tF —E—RF
2017 2016
AR FT AREFT
RMB’000 RMB’000
H th fE W RIR Other receivables
= VNC] — Associates 241,323 235,158
—RRKE AR — Fellow subsidiaries 480,702 419,048
— R AT] — Holding company 47,419 47 537
—ARRA—ZEXERHE - A major shareholder of the Company 3,000 3,000
—AEPE — Joint ventures - 1,959
772,444 706,702
JE W R S Interest receivables
—HE AT — Associates - 12,514
JFE U BR K Accounts receivable
—RZRMB AR — Fellow subsidiaries 1,890,545 750,463
—EERE — Joint ventures 113,710 160,187
— R AT] — Holding company 5,648 3,861
— IR IR R — Non-controlling interests - 717
— BN F] - Associates 303,055 30
2,312,958 915,258
ARG Prepayments
—RRMEB AR - Fellow subsidiaries 17,102 6,956
— BN — Associates 4,535 1,560
—ARRa—ZEERE - A major shareholder of the Company - 15,000
— R AT] — Holding company 8,968 -
30,605 23,516
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46 EBEREBRLEXRZ(E) 46
(b) ERBEEE S HILEER(4E)

SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)

(b) Balances with related parties (continued)

+=—HA=+-—H

31 December
—E—+F
2017

ARE TR
RMB’000

FEST R IE R B M FERT FIE  Accruals and other payables

e EE ) =PNG - Fellow subsidiaries 53,350 68,289
—ARRA]—ZBEEBAE - A major shareholder of the Company 6,503 6,684
. VNS - Associates 2,500 6,060
—¥ERR R E] — Holding company 2,342 592
—EEE - Joint ventures 2,652 2,963
— JEPE R IR R i — Non-controlling interests 220 -
67,567 84,588
FERTBR R Accounts payable
S EI NG — Fellow subsidiaries 2,950,873 325,817
LN - Associates 68,338 54,649
— BB - Joint ventures 962 82
R U/NET - Holding company 158 -
3,020,331 380,548
BP#R Advance from customers
—RRMEB AR — Fellow subsidiaries 182,912 202,042
—AEPE — Joint ventures 6,415 4,007
—ERAT] — Holding company 21,068 420
— B AT — Associates 1,000 134
211,395 206,603
FERTAILE Interest payables
—RAT—ZEBAE - A major shareholder of the Company 107 -
EE NG — Fellow subsidiaries 6,634 14,299
6,741 14,299

H
AEBRPMIESE
RETAR(KRARZEAFR

g

796,657,000 C( ZZE—/RF : A
R #263,608,0007T) ° 2 & 1750
AT 4% BRI I B B SRR I AT
25FF AIRE NIREEEY -

2017 F EHRE

As at 31 December 2017, the Group had interest-
bearing deposits amounting to RMB796,657,000
at AVIC Finance Co., Ltd., a fellow subsidiary of
the Company (2016: RMB263,608,000). These
deposits could be withdrawn at demand and are
included in cash and cash equivalent in Note 25
to the financial statements.
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46 EXBEBLIRZ#E)

(c) BEBTHMER

46
TRANSACTIONS (continued)

(c) Borrowings from related

R=Z—tf

~F-H

At
g
Additions
ARETFR
RMB’000

1 January
2017
AREFT
RMB’000

parties

SIGNIFICANT RELATED PARTY

RZE—tF
+=A
=t+-H
At

&2 31 December

Repayment

AR# T

RMB’000

2017

ARETR
RMB’000

AR M ER TR Included in other payables
(H1:#35(a) (Note 33(a))
-REMBRA - Fellow subsidiaries 73,263 - (39,771) 33,492
—ERAT - Holding company 209,375 - (209,375) -
282,638 - (249,146) 33,492
STAEMER Included in other liabilities
—AAF—ZEE/RE - Amajor shareholder of the
(B7:#32(a) Company (Note 32(a)) 75,000 - - 75,000
—FEERBRER - Non-controlling interests 328 132 - 460
75,328 132 - 75,460
FAER Included in borrowings
(Hi229) (Note 29)
e - Fellow subsidiaries 2,187,022 1,341,441 (2,147,108) 1,381,355
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46 BREBAEXZ %) 46 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)
(c) BREBAERE) (c) Borrowings from related parties (continued)

N
—A-A
At

1 January 1 {8 31 December
2016 Additions Repayment 2016
ANEMTFr AEEFT AREFT ARETFT
RMB’000 RMB’000 RMB’000 RMB’000

HAE M ENZIE Included in other payables
G ~ Fellow subsidiaries 114,052 - (40,789) 73,263
— SRR AR R R - Non-controlling interests 16,076 - (16,076) -
—ERATF - Holding company 850,000 - (640,625) 209,375
980,128 - (697,490) 282,638
FAEMEE Included in other liabilities
—ERAE - Holding company 360,000 - (360,000) -
—KRAB—ZTERE - Amajor shareholder
of the Company 100,000 - (25,000) 75,000
— R RS - Non-controlling interests - 328 - 328
460,000 328 (385,000) 75,328
HAER Included in borrowings
e - Fellow subsidiaries 2,195,308 2,311,834 (2,320,120) 2,187,022
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46 BREBAEXZ %) 46 SIGNIFICANT RELATED PARTY
TRANSACTIONS (continued)
d) HFEBEINER (d) Loan to related parties
R-E—tF
R-Z—t#& +=§
—B—H ==
At At
1 January g &E 31 December
2017 Additions Repayment 2017
ARETFT AR¥Fr AR¥FT AR¥FT
RMB’000 RMB’000 RMB’000 RMB’000
STAE A EW A Included in other receivables

(Hrz21p) (Note 21(b))
~-Bana - Associates 387,705 16,426 (276,786) 127,345
~RAZHBAT — Fellow subsidiaries 709,520 1,476,521 (1,106,927) 1,079,114
1,097,225 1,492,947 (1,383,713) 1,206,459
R-ZT—RF
RZE—RF +=A
—B—H =+—H
At At
1 January i 828 31 December
2016 Additions Repayment 2016
AREFT ANEEFT ANEEFT  AREFT
RMB’000 RMB’000 RMB’000 RMB’000

STAE A EW A Included in other receivables

~-Bend - Associates 385,005 2,700 - 387,705
—-REMERR - Fellow subsidiaries 1,224,280 - (514,760) 709,520
1,609,285 2,700 (514,760) 1,097,225
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47 ARTEEEBREREEED 47 BALANCE SHEET AND RESERVE
MOVEMENT OF THE COMPANY

COMPANY BALANCE SHEET

AS AT 31 DECEMBER 2017

AEEBEEER
R-ZF—+F+A=+—H

BE+=-A=t—H1
As at 31 December

—E—+tF
2017
AE¥TFT
RMB’000 RMB’000
BE ASSETS
FREEE Non-current assets
EEE Intangible assets 336 379
ME - R NERE Property, plant and equipment 9,557 13,117
R B A RN E Investments in subsidiaries 5,265,824 5,265,824
REE RN RHRE Investments in associates 440,149 440,149
REBDENKRE Investments in joint ventures 600,674 2,371,409
AtHESREE Available-for-sale financial assets 1,400 1,400
E 5 N E MR Trade and other receivables - 170
6,317,940 8,092,448
REEE Current assets
B 5 Kk H M EW I8 Trade and other receivables 3,282,674 2,902,116
Be MBS EY Cash and cash equivalents 1,852,612 451,183
EIRRITER Pledged bank deposits - 710,000
5,135,286 4,063,299
BEE Total assets 11,453,226 12,155,747
CONTEERE PMBERERRAERAT 351
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352

AAEERERE)

R-ZF—+F+—A=+—H

ARABEEEBEXRNFESE (EZ 47 BALANCE SHEET AND RESERVE

MOVEMENT OF THE COMPANY (continued)
COMPANY BALANCE SHEET (continued)
AS AT 31 DECEMBER 2017

BZE+=-A=+—8H1
As at 31 December

—E—+tF
2017
AEB¥TFT
RMB’000 RMB’000
= EQUITY
EATERFEAEMN Capital and reserves attributable to
EREEE owners of the Company
A% A Share capital 1,166,162 1,166,162
DB Share premium 1,365,271 1,512,380
HAb () Other reserves (a) 220,505 189,056
K AOR & ] A RS 75 A Perpetual subordinated convertible securities 2,781,674 2,781,674
ROBLFHE(a) Retained earnings (a) 989,588 848,890
RS Total equity 6,523,200 6,498,162
=R LIABILITIES
kFRBERE Non-current liabilities
RN Borrowings 1,396,000 2,637,000
REAE Current liabilities
B 5 LEMEE Trade and other payables 1,134,026 680,585
&3k Borrowings 2,400,000 2,340,000
3,534,026 3,020,585
BmeE Total liabilities 4,930,026 5,657,585
BERNEE Total equity and liabilities 11,453,226 12,155,747
RAANRIBEBEBEREIR -_ZE—/N\E=A The balance sheet of the Company was approved by the
“tHE=ESZeE YU TEER Board of Directors on 20 March 2018 and were signed
#=E - on its behalf.
EE o Q= BE  BET Director: Liu Hong De Director: Lai Wei Xuan
AVIC INTERNATIONAL HOLDINGS LIMITED ANNUAL REPORT 2017
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47 AP FIEEEEBREEFESSE (=) 47 BALANCE SHEET AND RESERVE
MOVEMENT OF THE COMPANY (continued)
(a) AXQFREEES (a) Reserve movement of the Company

H i —

EE—

BEEES

Other

RO reserves -

F 5 Statutory
Retained general
earnings reserve fund

ARETFTT ~ AREFT

RMB’000 RMB’000
RZZE—RFE—H—H Balance as at 1 January 2016
B A5 AR 617,800 174,898
F N Profit for the year 478,479 -
BAET—REEES Appropriation to statutory general
reserve fund (14,158) 14,158
—E-RFKE Dividend for the 2015 (233,231) -
RZE—RF Balance as at 31 December 2016
TZA=T—H®&EH 848,890 189,056
FRHEF] Profit for the year 288,763 -
BAEFE—RHEES Appropriation to statutory general
reserve fund (31,449) 31,449
ZE-RFERE Dividend for the 2016 (116,616) -
RZE—+F Balance as at 31 December 2017
TZA=T—H8&EH 989,588 220,505
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48 EETAINER#) 48

ESRERITHRAEBNME(E)

(@) ZEEEULEERUAERN
AR B 42 IR A B R AR BRI B sk R
FY (8 AR 535.63% M1 1Y
AN WEEN S - R E S
IWREERADHREHARESR
AN BN BB RIS B )
B Ut BE I o

(b) RFERSLFAETMER - LE
REEEREMAE=TIFLE
ERAKEN EFRIERBEF
ERE UWERNER  ZFEF
MREHEEREEER AR
AMER - BERHEMR 5 (=
T—REFE)

)  FREXEBT X5 (ME46) ik
BEIN - RFRKF R B ]
ARBEFVERARBERL
HEASEXBERNEERS
ZHRBHNTHRETMNEREER
SfRE S (—F—RF  E) o

49 HBEHPRFR 49

RZE—+&F=A+H XEFTIMMD
BYWMEEDZ EHhmamidmE
BomfRdl s BN AR REMETE
XBERBRARGY NABBKEER
FIRE AR ZERE E-_HOipEEE
BRE(EE)ERARNMESRI(E
B)ERRABEY RABBREXS
BEHRAFI0%KE R_TE—N\F=
A-H WEETENREBZAMNEHE
17647,024,307 & K 55 31 AR i% 17 7B &1
T REMBEBITARRMNERES
2,048,123,051/% - BEFI RS AR LKE
BRARED R ABARAIEEZEHK
BA R KL EEEBCOBIAERNMB AT
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BENEFITS AND INTERESTS OF

DIRECTORS (continued)

Directors’ and chief executive’s emoluments

(continued)

(@ These directors and supervisors received
emoluments from AVIC International, the holding
company or AVIC Shenzhen, the Company’s
shareholder holding 35.63% of the equity
interests of the Company, for their services to
the Group. No apportionment has been made for
their emoluments from the holding company, as
the directors and supervisors consider that it is
impracticable to apportion the amount between
their services to the Group and their services to
the Company’s holding company.

(b) No directors’ retirement benefits, directors’
termination benefits, consideration provided
to third parties for making available directors’
services, and loans, quasi-loans or other dealing
in favour of directors, controlled bodies corporate
by and connected entities with such directors,
subsisted at the end the year or any time during
the year (2016: Nil).

(c) Save for those disclosed in the significant
related party transactions (Note 46), there was
no significant transactions, arrangements and
contracts in relation to the Group’s business to
which the Company was a party and in which a
director of the Company had a material interest,
whether directly or indirectly, subsisted at the
end of the year or at any time during the year
(2016: Nil).

EVENTS AFTER THE REPORTING PERIOD
On 10 March 2017, Tianma entered into two separate
framework agreements. The first agreement was entered
into with AVIC International, AVIC Shenzhen, Xiamen
Company and Xiamen Jincai Industrial Development
Company Limited (EF7& B EZERER A R)) in relation
to the acquisition of 100% equity interest in Xiamen
Tianma Company. The second agreement was entered
into with Shanghai Industrial Investment (Group) Co., Ltd
and Shanghai Zhangjiang (Group) Co., Ltd in relation to
the acquisition of 60% equity interest in Tianma Organic
Company. On 2 February 2018, the consideration for the
acquisitions were fully settled by issue of 647,024,307
new A Shares of Tianma to the vendors. The number
of issued A Shares of Tianma was increased to
2,048,123,051. Xiamen Tianma Company and Tianma
Organic Company has become an indirect wholly-owned
subsidiary and an indirect 60%-owned subsidiary of the
Company respectively.
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