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PRINCIPAL ACTIVITIES

Qingling Motors Co. Ltd (the “Company”) and its subsidiaries (the
“Group”) is principally engaged in the production and sale of Isuzu
light, medium and heavy-duty trucks, pick-up trucks, multi-purpose
vehicles, chassis and automobile parts, accessories and others. All of the
production facilities of the Group are located in the People’s Republic of
China (the “"PRC") and substantially all the sales of the Group are also
made in the PRC. The Group had export sales to overseas countries
during the year, which accounted for approximately 1.52% of the Group's
turnover for the year.

NUMBER OF EMPLOYEES

The Group had 3,025 employees as at 31 December 2019.
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CHAIRMAN'S STATEMENT

DEAR SHAREHOLDERS,

| am pleased to present the annual report of Qingling Motors Co. Ltd (the
“Company”) and its subsidiaries (together, the “Group”) for the year
ended 31 December 2019 for your review.

2019 RESULTS

As at 31 December 2019, the Company sold 43,284 vehicles,
representing a decrease of 9.21% over 47,677 vehicles sold last year.
Revenue was RMB4,723 million, representing a decrease of 10.09% over
RMB5,253 million as recorded last year. Profit after tax was RMB356
million, representing a decrease of 22.94% over RMB462 million as
recorded last year.

REVIEW OF RESULTS

In 2019, the macro economy was still in a crucial phase of transforming
development mode, optimizing economic structure, and changing growth
motivation. The domestic automobile market was under the inventory
competition in an all-around way due to influences of a lack of demand,
the implementation of National VI in advance in some provinces and
cities, the decline of new energy subsidies, and the frequent issuance of
new policies.

In response to the challenges, the Company attached great importance
to deploying various work. On the one hand, we focused on internal
management and external market, quality improvement and costs
control to stabilize operations; on the other hand, we adhered to product
innovation, technology upgrade, team building, and mechanism reform to
store reserve forces. As a result, the enterprise developed steadily.

1. Joint efforts were made to tackle tough tasks and accelerate
the debut of National VI products. Firstly, we focused on
development of all products of light, medium and heavy-duty
trucks, pick-up trucks and internet of vehicles and succeeded in
tackling National VI technical problems; secondly, we basically
completed the preparation for mass production of National VI
products; thirdly, we reviewed, inspected and evaluated each
problem arising from the development test of National VI products,
and established the initial mobile group of National VI products to
carry out adjustment, and the technical quality has been effectively
controlled and rectified; fourthly, we focused on the marketing and
development, provided refitted plants and sample refitted vehicles,
and cooperated with refitted plants to issue announcements
in advance. We continued to focus on cities in which National
VI emission standards were implemented in advance and key
industries that require National VI products in advance, such as
postal service and municipal administration, to capture the market
of National VI trucks.

B2 /3E MM AR A A Qingling Motors Co. Ltd
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Great achievements were seen in the research and
development of new energy vehicle products and the training
of technical capabilities. Firstly, the entire series of products
were electrified, and the entire series of the platforms for light,
medium, heavy-duty trucks and pick-up trucks were also electrified.
Announcements of various models were received by the Company.
Light and heavy-duty trucks were put into the market in batches,
and the technology and quality standards of product R&D were
recognized by the industry; secondly, we built a forward R&D
system covering seven major systems including the entire vehicle,
battery, motor and electronic control, and achieved breakthroughs
in the training of core technical capabilities.

Great efforts were made to produce intellectual products.
Intelligent application of products were increased, and the R&D
of networked and intelligent vehicles were promoted. Firstly, we
advanced vehicle networking projects in three phases of foundation
platform construction, comprehensive services providing, and
in-depth big data application in sequence. The first phase of
foundation platform construction has been completed and it can
provide basic vehicle networking services for National VI products;
secondly, the pre-research on intelligent vehicles was started. We
cooperated with scientific research institutes and universities to
carry out V2X project (vehicle-road collaboration technology) and
the research and development of intelligent vehicles such as full
electric special vehicles with Level 3 automated driving system.
Among which, the special vehicle automated driving project, which
was approved as a special key project of technology innovation and
application and development in the city, has completed the trial
production of a special automated-driving transport vehicle with
laptop products applied in the Airport Logistics Park, which is under
demonstration operations.

External cooperation was enhanced and expanded, and the
construction of key projects were accelerated. Firstly, trial
production and verification of prototypes were made in 4JZ engine
project; secondly, as for the MYY gearbox project, the mechanized
production line upgraded by existing production capacity already
equipped with production capacity in small batches; thirdly, the
introduction of new Isuzu models was promoted.
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OUTLOOK AND PROSPECTS

At present, as there are more sources of global unrest and risk points,
the Company will strengthen the awareness of risk, adhere to the general
principle of seeking progress while working to keep performance stable,
adhere to the new development philosophy, center on the supply-side
structural reform, adhere to the drive of reform and opening up, and
promote high-quality development. To this end, the Company has set the
following major tasks:

1.

The Company will give full play to its current advantages and
strengthen the confidence in career development. Firstly, it
will stay focused on the main business of commercial vehicles
for a long time, and form a complete industrial chain. The five
assemblies are produced in-house, with a high starting point and a
solid foundation, which can effectively support quality control of the
product and research and development of new product; secondly,
it will continuously introduce the leading products and technologies
of Isuzu, forming a complete product spectrum, wide market
coverage and strong capacity for specification expansion; thirdly,
it will adhere to the sound business philosophy for a long time to
stay a healthy financial position; fourthly, it will adhere to the Isuzu’s
technical quality standards for a long time, which enjoy a high
quality reputation, and continue to improve the cost performance.

The Company will strengthen innovation-driven model,
and enhance new momentum for corporate development.
Firstly, it will prioritize according to sales volume, regulations
and corresponding response time, and prioritize the creation
of main products; secondly, it will speed up the completion of
the development of full-series National VI products; thirdly, it
will comply with regulations in advance and collect regulatory
information in time to quickly respond to regulatory requirements.

The Company will promote the marketing effectively, and
lead its sustainable development. It will build a market-oriented
marketing organization, use practical skills to promote the nurturing
of dealers, not only to expand new dealers but also to stabilize
old dealers, strengthen market research, research and judgment
and corresponding speed. It will continue to strengthen the
development of major customers and promote the marketing,
promotion and sales expansion of the new National VI products and
new energy vehicle products.

B2 /3E MM AR A A Qingling Motors Co. Ltd
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4. The Company will strengthen basic management and
support its high-quality development. It will strengthen
production management by promoting on-site management,
quality management and improving production efficiency,
continue to deepen the consciousness of “competitive bidding
and manufacture of high-quality products”, in accordance with
the requirements of “legal and compliant, reliable and durable,
exquisite and good-looking”, pay close attention to the steady
improvement of quality and reduce product costs.

5. The Company will further promote key projects and save its
development potential. It will vigorously promote VL17 project
equipped with 4JZ, T+ upgrading and replacement project and
hydrogen fuel truck project, etc.

In the new year, the Company will still take a indomitable fighting and
hard-working attitude, guided by the market, stabilize the fundamentals of
development, cultivate new growth points, and firmly and steadily follow
the road of high-quality development to bring returns to our investors.

15 April 2020
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DIRECTORS

Mr. LUO Yuguang, aged 50, has been an executive director, the
Chairman, a member of the remuneration committee and the chairman
and a member of the nomination committee of the Company since 22
December 2016. He graduated from Beijing Agricultural Engineering
University (bR BE T AE) in 1992, specialized in Construction
and Environmental Engineering (28R T#2) with a Bachelor's
degree in engineering. Mr. LUO also completed and graduated from an
undergraduate program in Chongging Normal University (5 Efi§5AE2)
in 2008, majoring in Accounting. He joined the Company after obtaining
his Bachelor's degree and has a consecutive 24-year experience in
the car industry. At the early stage, Mr. LUO underwent an internship
at the Assemble Workshop (4% ), Repair Workshop ({85 R),
Infrastructure Department (E##B) and Procurement Department (£
f§3F) of the Company. Later he was the Deputy Head of the Planning
and Construction Department (}R £|3E 220 &85 &), Deputy Head of
Secondary Pressing Vehicles Workshop (Z @& B E K&l £ {T), Deputy
Head of the Finance Department (1% 3f&IE%E&K) and Deputy Head of
the Integrated Planning Department (424 5 &IE82I1E0K). In 2009, he
joined the Management team of the Company and was the Deputy Chief
Economist and the Head of Procurement Department (&I|424% 75D 3 £
BEEBE ), and the Deputy General Manager of Qingling Motors (Group)
Company Limited (“Qingling Group”), the substantial Shareholder of the
Company, responsible for the production, logistics, domestic support and
import, etc.. He took up the post of the Director and the General Manager
of Qingling Group in September 2016. Mr. LUO studied abroad for
several times, including the Advanced Course in Corporate Governance
organized by the Hong Kong Institute of Chartered Secretaries and
Studies on Special Topics such as production, quality, development
and sales organized by Japan Isuzu. Mr. LUO has been the Chairman of
the Qingling Isuzu (Chongging) Engine Co., Ltd. from April 2015 to 30
November 2016.

Mr. HAYASHI Shuichi, aged 62, has been an executive director, the vice
chairman and the general manager of the Company since 30 May 2018.
Mr. HAYASHI graduated from School of Social Sciences of WASEDA
University. Mr. HAYASHI joined Isuzu Motors Limited (“Isuzu”) in April
1982 and worked as an employee of the Purchase Department, deputy
officer of the engine group of the second purchase department, the head
of the fourth purchase department and the executive officer in charge of
cost planning department/purchase department, Section Chief and deputy
officer of Isuzu Motors America INC and a Head in Isuzu Motors (Thailand)
Ltd GEEI A +82 A8 &k & 4t). Mr. HAYASHI worked at the Global CV
Engineering Center of Isuzu (A+#Z2FKCVIIEF L)) from 2014 to 2017
and is currently a senior executive of | Metal Technology Co., Ltd.

B2 /3E MM AR A A Qingling Motors Co. Ltd



8

5 EEREAEBABZEEEAAER
BIOGRAPHICAL DETAILS OF DIRECTORS,
SUPERVISORS AND SENIOR MANAGEMENT

AHEE—BBEE - 625 BT —HFHHA
“HN\HEERARRRTEEREESR
kEZZE-AFt+— AT NBREE/ANRAIE
K7 - KA B N\FAA=+THREIRA
NABIEERREKE - REENALRERS
BREZEER - FR—NAN—FLOANAR+
o RETRERE=1TF  ZEIEEERA
RsHEERE R  BREEEEE K
BANREIERE K - E@X08E K - MKT
ERCvirElemmali - HEKZAK - 1HE
REBRRALBFNTEES - BINEEFEN
RENIRITEE - RPTEEREPISERHE
SYUERLL - AIBERARREER TR ER
WITIRE  PESEENAR  BERHLEE
£ _#PImEEE - AR (FEDIREBRA
FAEER WER - T TFE2_T-FE
TERL TR (EB) ZHRARARZIES
Eo

MERokE 658 B _ZT—NLF+t
A+ BREREAARARRNITESE - BR
— A N\NE=Z AEERN B RSP EMAEE M
B o pEL AR — A N\MEMAMART
8 RSP LIE - AEBEEANA TR
AED - MEBEEAEBURER  BRBRE
R ABEIRRER  RETESENRE
TR RPRIBREEER - B— NNt
F+HAZE-T—NFNA  BEEIPTIH
GEERRER  PTREEEMPTIEE -
HBE - PTREF —HEEMABAR  PTRE
EIBIEE - PTIIEEEPR - LCVEEIAR 3
SRR (ARTBARTRE SRR EGS
) BT ARSI A ESRPI R TS - BHEs
IEES - EHERRIETS EmMETESTWITRE
LA N BRSSPI THE S o B3 2 A 3R (T i
AEEEFSFIPT SRS « PTRIEE =70 « PT
BLEEIE - PTREBIRE - PTRATERHATT
B RBERIMETRITES -

3} 2019 ANNUAL REPORT

Mr. MAEGAKI Keiichiro, aged 62, has been an executive director and
the vice chairman of the Company since 28 May 2015 and has been the
general manager of the Company since 16 November 2015. He resigned
as the vice chairman and the general manager of the Company with
effect from 30 May 2018. He graduated from the Faculty of Law of Keio
University, Japan. He joined Isuzu in April 1981 and has been working
at Isuzu for over 30 years. He served in a number of positions, including
the manager in charge of the domestic service improvement office, the
manager in charge of the domestic management office, the manager in
charge of the domestic planning office, the head of the business planning
department, the merchandise manager of MKT office and CV project,
the head of the project management department, the executive officer
in charge of the project management department and cost planning
department, the executive officer in charge of the eighth and ninth
divisions of the overseas business and the assistant to the head of the PT
business department. Mr. MAEGAKI is currently the managing executive
officer of Isuzu, the general representative of the Chinese business
division of Isuzu, the assistant to the second division of the business
department at the headquarters of Isuzu and the chairman of Isuzu (China)
Investment Co., Ltd. and has been the vice chairman of Qingling Isuzu
(Chonggqing) Engine Co., Ltd. from 2010 to 2014.

Mr. ADACHI Katsumi, aged 58, has been an executive director of the
Company since 26 July 2019. He graduated from the School of Mercantile
Marine of Kobe University of Mercantile Marine (B ZN%# P @A 25
W E2Ef) in Japan in March 1984. Mr. ADACHI joined Isuzu in April 1984
and has served in various departments, including Personnel Department
(AZEE0), Engine Examination Section (% B)# &%) and Assembly
Examination Section (25X #2Z& %) of Quality Management Department
(REEIBE), Examination Section of Hokkaido Factory (1b/&& TEies
&%), Assembly Quality Management Section (42 @B EIE:E) of Quality
Management Department and Quality Management Section of Engine
Factory (B*E# T 'S B3 7R). From October 1997 to April 2019, he
had served as manager of Quality Management Section of PT Factory (PT
T smE EIE:E), monitor of the Second PT Evaluation Group (PTEHBE —
#8) of PT Quality Management Department (PT& & &2 55), management
group monitor of the First Department of PT Manufacturing (PT2i&EE
—3&F), minister of PT Quality Management Department (PTHE &I 3f),
minister of PT Public Works Department (PTL# %), a senior staff of LCV
Business Project Department (LCV& 378 8 2f) (concurrently working in
Thailand Engine Manufacturing Co., Limited (B2 ShiBLEK X &4t)),
an executive officer (#1771% &) of Vehicle Public Works Department (B2
8 T#5#f), Vehicle Body Manufacturing Department (E2E2&133]), the
Vehicle Manufacturing Department (28§ 2L ) and the Vehicle Quality
Management Department (B8 & & E6) and an executive clerk of
the Vehicle Technology Department (EE#f+:1l73F) under the Production
Division of Main Department of Technology (#fl74~&8). Mr. ADACHI
is currently an executive officer of PT Public Works Department (PTL
7%%h), the Third Department of PT Manufacturing (PT&& 55 = #F), the
Fourth Department of PT Manufacturing (PT&iEZEPIEE), PT Quality
Management Department (PT@E EI25f), PT Technology Department
(PT £:4f7&B) and an executive clerk of Factors Technology Department
(EZH17EF) under the Production Division of Main Department of
Technology.
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Mr. LI Juxing, aged 54, has been an executive director of the Company
since 28 May 2015. He graduated from Harbin Institute of Technology,
majoring in casting. He holds a bachelor degree of engineering and is a
senior engineer. Mr. LI successively served as a technician of a foundry
of Chongaing Automobile Manufacturing Plant (EE/TEREEM), a
head of the biotechnology department, a head of the quality department,
a deputy chief engineer and a deputy general manager of Chongqging
Qingling Casting Company Limited (EEE$#EEARR A F) since July
1990. He became a deputy chief engineer of Qingling Group since 2005
and concurrently served as the general managers of Chongging Qingling
Aluminium Casting Co. Ltd. (EEE R EIREMR A7) and Chongging
Qingling Forging Co. Ltd. (EEERBEAFRZAR]). Since 2010, he has
been working as a deputy general manager of Qingling Group and he also
serves as the vice chairman of Isuzu Qingling (Chong Qing) Autoparts
Co., Ltd, the chairman of Chongging Qingling Forging Co. Ltd. and a
director of Qingling Isuzu (Chongging) Engine Co., Ltd.. During the period
from 26 September 2016 to 22 December 2016, Mr. LI served as the
acting Chairman of the Company.

Mr. XU Song, aged 52, has been an executive director of the Company
since 15 June 2016. He is a senior engineer. Mr. XU joined the Chinese
Communist Party in June 1988. He graduated from the Faculty of
Engineering Machinery of Jilin University of Technology in July 1989,
majoring in crane transport and engineering machinery. Mr. XU was
awarded a bachelor degree in Engineering and a master degree in
Business Administration. He worked in the equipment department of
Chongging Automobile Manufacturing Plant as an internship in 1989 and
successively served as an assistant engineer and the deputy head of
manufacturing factory. From 1995 to 2004, he worked at the Company
and successively served as the deputy head, the head of manufacturing
factory and the head of the product development department. Since
2004, Mr. XU served as an assistant to general manager of Qingling
Group and the Company, and successively served as the head of the
business planning department of Qingling Group and the Company and
the director of chief engineer office of the Company. Since 2005, he
served as an assistant to general manager of Qingling Group and the
vice general manager of the Company, and also served as the head of
the business planning department of Qingling Group and the Company.
He also served as the head of the procurement department of Qingling
Group in November 2005. From 2009 to 2012, he successively served
as the deputy general manager and a member of the party committee
of Qingling Group, the general manager, the secretary and a member of
the Party Committee of Chongging Qingling Casting Company Limited.
From 2012 till now, Mr. XU served as the deputy general manager and
a member of the Party Committee of Qingling Group. Mr. XU ceased to
serve as the deputy general manager of the Company since 25 February
2020.

B2 /3E MM AR A A Qingling Motors Co. Ltd
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Mr. LI Xiaodong, aged 53, has been an executive director of the
Company since 30 May 2019. He is a member of the Communist Party
of China and hold the university graduate. He joined the Company in
September 1986. From September 1986 to October 2017, he was
successively a teacher at the Technical School, Youth League officer,
deputy secretary of Youth League, director of the engine manufacturing
department and deputy head of the coating workshop of Chongging
Automobile Manufacturing Plant (during his tenure, he graduated from
Chongging Radio & TV University (majoring in law)); a deputy head of
the coating workshop, a deputy director of coating and manufacturing
department, deputy head and head of No. 2 welding workshop, director
of car body welding and manufacturing department of the Company;
vice general manager and general manager of Chongging Qingling
Forging Co. Ltd; assistant to general manager of Qingling Group; general
manager of Chongging Qingling Automobile Manufacture and Assembly
Co. Ltd.; person-in-charge of Northeast China and North China Sales
Region and chairman of Qingling Isuzu (Chongging) Automobile Sales and
Service Co., Ltd.. Mr. LI currently served as a vice general manager and
member of the party committee of Qingling Group (during his tenure, he
obtained a bachelor’'s degree in mechanical design and manufacturing
and automation from Chongging University and a bachelor’'s degree
in business administration from China Central Radio & TV University),
chairman and secretary of the party committee of Chongging Qingling
Casting Company Limited. Mr. LI ceased to serve as the deputy general
manager of the Company since 25 February 2020.

Mr. LONG Tao, aged 68, has been an independent non-executive
director of the Company since 28 April 1994. He is also a member of
the audit committee, the remuneration committee and the nomination
committee of the Company. Mr. LONG graduated from Research
Institute for Fiscal Science, Ministry of Finance, majoring in accounting.
Mr. LONG holds a master’s degree in economics. He had served at
Accountancy Division of Central University of Finance and Economics,
and New York office of KPMG Peat Marwick. Mr. LONG had acted
as a member of Securities Issue and Approval Committee of China
Securities Regulatory Commission and member of Chinese technology
expert panel for China-Hong Kong Securities Team. Mr. LONG also
served as the independent director of Luoyang Glass Company Limited,
Beijing Hua'er Company Limited (3t 7/t —f%1n BBR A 7)), Beijing Capital
International Airport Co., Ltd., Baotou Iron and Steel Co. Ltd., China Asset
Management Co., Ltd., Beijing Bashi Company Limited, Jiangxi Copper
Company Limited, Beijing North Star Company Limited, Wangfujing
Department Store Co., Ltd. (EfFHBEERERMDAER QA and the
chairman of Beijing Haiwen Investment Consulting Co., Ltd. (1t 58/
WA LFABRAT]). Mr. LONG has extensive knowledge and experience
in corporate finance, accounting, audit, assets appraisal, restructuring
of enterprise and listing. Mr. LONG currently serves as the chairman
of Beijing Haiwen Entrepreneurship New Technology Investment
Management Co., Ltd. (At B AIZEFH MK EEEREGR AR, an
independent director of Beijing Whoswho Culture and Media Co., Ltd.,
UBS SDIC Fund Management Co., Ltd., Crown International Corporation
Limited (a local company in Hong Kong) and Aimer Co., Ltd. (BR&RHDE
RAA]).
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Mr. SONG Xiaojiang, aged 69, has been an independent non- executive
director of the Company since 28 April 1994. He is also the chairman and
a member of the audit committee and the remuneration committee and
a member of the nomination committee of the Company. Mr. SONG is
general manager of Chongqging Ping Zheng Law Office, a member of the
China Economic Law Association and the China Lawyers Association. Mr.
SONG has been a lawyer and notary for 29 years. Mr. SONG graduated
from South West Institute of Political Science and Law and also studied
international law in the China University of Political Science and Law
and foreign economic law at Shenzhen University. He was formerly vice
chairman of Chongging Notary Office and vice chairman of Chongging
Foreign Law Office.

Mr. LIU Tianni, aged 56, has been an independent non-executive director
of the Company since 31 May 2011. He is also a member of the audit
committee, the remuneration committee and the nomination committee
of the Company. Mr. LIU is also the executive director, the chairman and
the chief executive officer of Wonderful Sky Financial Group Holdings
Limited (the shares of which are listed on the Hong Kong Stock Exchange,
Stock Code: 1260). Mr. LIU has resigned as an executive director and
deputy managing director of Silver Grant International Industries Limited
(the shares of which are listed on the Hong Kong Stock Exchange, Stock
Code: 171) with effect from 29 January 2019. Mr. LIU graduated from
Beijing Normal University with a master degree in science. He has over
15 years of experience in corporate administration and trade business.
In October 2008, Mr. LIU was awarded “Outstanding Young Chinese
Entrepreneur of the World” by Asiaweek, as an acknowledgement of his
excellent corporate management and prominent business strategies.

Mr. LIU Erh Fei, aged 61, has been an independent non-executive
director of the Company and a member of the audit committee,
remuneration committee and nomination committee of the Company
since 28 May 2015. He graduated from Harvard Business School with a
master degree in Business Administration. He graduated from Brandeis
University with a bachelor degree in Economics and International
Relations in 1984 and from Beijing Foreign Studies University, majoring in
English, in 1981. Mr. LIU has served as the chairman of China region and
the general manager of China region of Bank of America Merrill Lynch
Group, and served as senior management in Goldman Sachs Group
Company, Morgan Stanley, Salomon Smith Barney International and
Calyon Credit Agricole of France. He is currently a founding partner and
CEO of Asian Investment Capital (233%#& 7K), a director of Cindat Capital
Management Limited and an independent director of CMB Wing Lung
Bank Limited.
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SUPERVISORS

Ms. MIN Qing, aged 52, has been the supervisor representing the
Shareholders since 15 June 2006. Ms. MIN ceased to be the Chairman
of the Supervisory Committee on 28 May 2015. Ms. MIN is the deputy
secretary of the Party Committee and the Chairman of the Trade
Union of Qingling Group, and has 25 years of experience in corporate
management. Ms. MIN graduated from Chongging Communication
College in Mechanical Engineering in 1988 and had undergraduate
education. She also studied corporate management in Japan.

Ms. ZHANG Yongning, aged 44, has been a supervisor representing the
staffs and workers of the Company since 30 May 2019. She graduated
from the Technical School of Chongging Automobile Manufacturing Plant
(B EFRE RS MR) specializing in fitter's techniques, the accounting and
statistics major of Chongging Normal College (EERT#1E263) at adult
education junior college level and accounting computerization major of
Chongging Normal College. Ms. ZHANG joined the Company in 1993, and
has worked for a number of departments. From August 1993 to January
2018, she served as a repairer of low-voltage system in the Repair
Workshop (#{£E&) of Chongging Automobile Manufacturing Plant;
a clerk of 100P office and business planning department of Qingling
Group; the financial management controller of the finance department
of the Company, the head of the finance department of Qingling Isuzu
(Chongging) Automobile Sales and Service Co., Ltd and a staff member
responsible for supervision of the audit and supervision department
of Qingling Group. She is currently the deputy head of the audit and
supervision department of Qingling Group and the Company and the
deputy director of the office of the board of supervisors of Qingling
Group.
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Dear Shareholders:

Since the establishment of the Supervisory Committee, each member
has been performing his duty in accordance with the Company's Articles
of Association with a view of protecting the interests of shareholders
and the Company. We have attended the board meetings and have
given our opinions regarding the business development, market
expansion, technological reform, basic management and team building
of the Company. We have also monitored the guiding ideology of the
management and considered whether the decisions made by the
management were in compliance with state laws and whether they
were appropriate for the development of the Company and were in the
interests of shareholders.

According to its power, the Supervisory Committee has reviewed
evidence of the Company’s accounts, books, reports and other
accounting information in a timely manner. In our opinion, the financial
statements have been properly prepared while the accounting principles
and the method of financial management adopted are in compliance with
relevant rules and regulations and no issues were identified.

The Supervisory Committee have carefully examined the financial
statements, the Directors’ Report and the proposal for appropriation of
profit to be presented before the annual general meeting by the Board of
Directors. In our opinion, the chairman of the Board, directors, managers
and senior management have not engaged in any malpractices which
would be prejudicial to the interests of shareholders and employees of
the Company.

The Supervisory Committee is satisfied with the performance as well as
the economic results of the Company, and we are confident about the

future development of the Company.

Supervisor
MIN Qing

Chongging, the PRC
15 April 2020
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The Board is pleased to present its annual report and audited consolidated
financial statements of the Group for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the production and sale of Isuzu light,
medium and heavy-duty trucks, pick-up trucks, multi-purpose vehicles,
chassis, automobile parts and others. The activities of its principal
subsidiaries, an associate and joint ventures of the Company are set
out in notes 40, 21 and 22 respectively to the consolidated financial
statements.

BUSINESS REVIEW

Further discussion and analysis of the business review as required by
Schedule 5 to the Hong Kong Companies Ordinance, including a fair view
of the business and a discussion of the principal risks and uncertainties
facing the Group, particulars of important events affecting the Group that
have occurred since the end of the financial year 2019 and an indication
of likely future development in the Group’s business are set out in the
“Chairman’s Statement”, “Directors’ Report”, “Corporate Governance
Report” and “Notes to the Consolidated Financial Statements” sections
of this annual report. In addition, a discussion of the Company's
environmental policies and performance, the Company’'s compliance
with relevant laws and regulations that have a significant impact on the
Company and the relationship between the Company and significant
stakeholders is set out in “Directors’ Report” and “Corporate Governance
Report” sections of this annual report. The business review in the above
sections comprise part of this report.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2019
are set out in the consolidated statement of profit or loss and other
comprehensive income on page 70. The directors recommend the
payment of a final dividend of RMBO0.16 per share to the shareholders
whose names appear in the register of members on 17 June 2020,
amounting to approximately RMB397,163,000 in total.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group is committed to environmental protection, energy- saving and
emission reduction, and the integrated use of resources. Adhering to the
principles of making production and operation harmony to the ecological
environment, the Group has adopted the concept of environmental
protection, energy-saving and emission reduction and the integrated use
of resources in its production and operating activities through reducing
emission, protecting the environment and saving of resources while
putting into practice the scientific concepts of environmental protection
and integrated use of resources.
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The Group keeps placing strong emphasis on environmental protection
issues and coordinates the relationship between production development
and environmental protection, with the aim to develop pollution-free
production modes. The successive operation of the newly-installed
environmental protection facilities, the improvement of working
environment and the integrated measures adopted to prevent and
mitigate pollution have made the pollutants produced not exceeding
the standards set by local environmental authorities. The Group strives
to protect and improve the environment, enhance the environmental
awareness of our staff, ensure the well-being of our staff and builds a
clean and favorable production and working environment. With various
measures such as resources recycling and reusing and energy- saving
and emission reduction putting in place in the production process,
the Group endeavors to produce energy-saving and environmentally-
friendly products while keeping in mind the well- being of the production
workers. The implementation of the above measures fully demonstrates
the Group's sustainable development strategies and its determination on
environmental protection.

COMPLIANCE OF RELEVANT LAWS AND
REGULATIONS

With regard to the protection of intellectual properties — The Group has
complied with the terms stipulated under the Trademark Law of the
People’s Republic of China and its Regulation for the Implementation of
the Trademark Law and the Patent Law of the People’s Republic of China
and Rules for the Implementation of the Patent Law and the specific
requirements of the city to carry out the work in relation to the design
and file registration of trademarks and patents and has actively taken
measures to protect the trademarks and patents of other interested
stakeholders.
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With regard to the product quality and consumer rights — The Group
has strictly complied with the Law of the People’s Republic of China
on Product Quality and the Law of the People’s Republic of China on
Protection of Consumer Rights and Interests in the manufacturing and
selling procedures of automobile products and automobile parts. With
respect to product quality, the Group strengthens source management
and formulates stringent standard in evaluating parts suppliers to ensure
the quality of parts products and prevent substandard goods being
passed off as high-quality ones while purchasing automobile products
and parts. During the production process, standardized management
is strictly implemented with an emphasis on the management of
craftsmanship quality, and defective and substandard parts are prohibited
to be assembled at the production line in order to ensure the satisfactory
rate at the production line. Before the products are transferred into the
warehouses, product quality inspection system were strictly put in place
to forbid defective products being launched. In terms of protection of
consumers’ rights, we have complied with the Law of the People’s
Republic of China on Protection of Consumer Rights, and product
manuals with full details are provided to consumers while advertisements
are tailored to truly reflect the authentic characteristics of products.

With regard to the interests of the employees — The Group strives
to comply with the Labor Law of the People’s Republic of China, the
Contract Law of the People’s Republic of China and the Social Insurance
Law of the People’s Republic of China, so as to safeguard the legitimate
interests of workers. All full-time employees are entitled to work-related
injury insurance, unemployment insurance, medical insurance, pension
insurance, and maternity insurance and housing fund as required by the
state regulations. The Group has also arranged annual body check for
all of its staff, and this further protects the legitimate interests of the
employees. Moreover, the Group also actively organizes activities for its
employees with regard to the education of prevention of occupational
disease and other safety and health related issues.

With regard to tax payment — The Group complies with specific
regulations of the People’s Republic of China on various taxes, and
pays taxes according to the law for the purpose of ensuring that all
tax payment made by the Group is in compliance with the laws and
regulations.

DESCRIPTION OF THE PRINCIPAL RISKS AND
UNCERTAINTIES

Risks relating to the decline in sales and profit as a result of
weakened market environment

As China’'s economy is turning into ‘new normal’ amid the cross
impact of the ‘overlapping of the three phases’, the sales of domestic
commercial vehicles decline as a result of the overall decline in demand
for commercial vehicles. With the protracted economic downturn, the
competition in the domestic commercial vehicles market may further
exacerbate, causing impact to the Group's sales for commercial vehicles
and hence affecting the Group’s profit.
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Risks relating to the insufficient research and development and
the increase in costs in order to adapt to the tightened national
regulations on emission and consumer demand

Taken into the consideration of environmental protection, the national
regulations on emission tend to be tightened and the switching time
tends to be shortened while the consumer demand tends to be more
diversified and competitors tend to launch new products more frequently,
this has put forward higher requirement for the Group’s research and
development capability. However, there exists lead time from research
and development to commercial production of replacement products,
the Group's capability in research and development is crucial in
satisfying national and consumer requirements while outperforming the
competitors. Nevertheless, it may not be possible to timely launch new
products that can outperform competitors every time due to constraints
on capital, time, and ability. Since the Group’'s costs on research and
development will be driven up by the launching of new products, such
research and development costs may have to transfer to the product
price to the extent not offset by the reasonable reduction of the Group's
internal costs, and this will inevitably weaken the Group’s product
competitiveness.

Risks relating to the fall of products’ popularity and reputation
arising from consumers’ comment

In recent years, the competition among domestic commercial vehicles
enterprises intensifies as the market environment deteriorates.
Competitors keep launching mid-to-high end commercial trucks into the
market, causing unfavorable impact to the Group’s dominant position in
the mid-to-high end commercial truck market.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group incurred approximately RMB106,433,000
on acquisition of property, plant and equipment for expansion of its
production facilities.

Details of these and other movements during the year in property, plant

and equipment and investment properties of the Group are set out in
note 16 and note 19 to the consolidated financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 32 to the
consolidated financial statements.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into during the year or at any
time during the year or subsisted at the end of the year.
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DISTRIBUTABLE RESERVES OF THE COMPANY

According to the Company’s Articles of Association, the amount
of profit available for distribution shall be deemed to be the lesser
of the amount of profit determined in accordance with the relevant
accounting principles and financial regulations applicable to companies
established in the PRC ("PRC GAAP"). The Company's profit available
for distribution to shareholders as at 31 December 2019 was the
retained profit of approximately RMB1,625,835,000 (2018: approximately
RMB1,705,242,000).

The profit of the Company for a financial year shall be applied in
accordance with the following order:

(i) making up losses;
(i) allocation to statutory surplus reserve fund,

(iii)  if there are preference shares, payment of dividends in respect of
preference shares;

(iv)  allocation to discretionary surplus reserve fund; and
(v)  payment of dividends in respect of ordinary shares.

The detailed proportion of distribution in respect of items (ii) to (v) above
for any financial year shall be formulated by the Board in accordance
with the operational conditions of the Company and its development
requirements and shall be submitted to shareholders’ general meeting for
approval.

DIRECTORS AND SUPERVISORS

The directors and supervisors of the Company during the year and up to
the date of this report were:

Executive Directors:

LUO Yuguang (Chairman)
HAYASHI Shuichi
MAEGAKI Keiichiro
OTA Masanori

(resigned on 30 May 2019)
ADACHI Katsumi

(appointed on 26 July 2019)
LI Juxing
XU Song
LI Xiaodong

(appointed on 30 May 2019)
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Independent Non-Executive Directors:

LONG Tao
SONG Xiaojiang
LIU Erh Fei

LIU Tianni

Supervisors:

MIN Qing
LEI Bin

(resigned on 30 May 2019)
ZHANG Yongning

(appointed on 30 May 2019)

DIRECTORS’ SERVICE CONTRACTS

All the executive directors and independent non-executive directors that
had been re-elected and appointed had renewed or entered into service
contracts or appointment letters with the Company for a term ending on
the date of the annual general meeting of the Company in 2021.

All the supervisors that had been re-elected and appointed had renewed
or entered into appointment letters with the Company for a term ending
on the date of the annual general meeting of the Company in 2021.

None of the directors or supervisors has a service contract with the
Company or its subsidiaries which is not determinable by the Group
within one year without payment of compensation, other than statutory
compensation.
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CONFIRMATION OF INDEPENDENCE

The Company has received annual confirmation from each of the
independent non-executive directors as regards to their independence to
the Company and considers that each of the independent non-executive
directors is independent to the Company.

DIRECTORS’, SUPERVISORS" AND CHIEF
EXECUTIVES’ INTERESTS IN SHARES

As at 31 December 2019, none of the directors or the supervisors and
chief executives of the Company had any interests or short positions in
any shares, underlying shares or debentures of the Company or any of
its associated corporations as defined under the Securities and Futures
Ordinance (the “SFO") as recorded in the register required to be kept
under section 352 of SFO or as otherwise notified to the Company
and the Hong Kong Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code")
as set out in Appendix 10 to the Rules Governing the Listing of Securities
on the Hong Kong Stock Exchange (the “Listing Rules”).

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company, its holding company, or any
of its subsidiaries or fellow subsidiaries, a party to any arrangements to
enable the directors and supervisors of the Company to acquire benefits
by means of the acquisition of shares in, or debentures of, the Company
or any other body corporate.

DIRECTORS’ AND SUPERVISORS’ MATERIAL
INTERESTS IN TRANSACTIONS, ARRANGEMENTS
OR CONTRACTS

No transaction, arrangement or contract of significance in relation
to which the Company, its holding company, subsidiaries or fellow
subsidiaries was a party and in which any directors or supervisors or their
connected entities had a material interest, whether directly or indirectly,
subsisted at any time during the year or at the end of the year.

MANAGEMENT CONTRACT

No contracts other than employment contracts concerning the
management and administration of the whole or any substantial part of
the business of the Company were entered into by the Group or existed
during the year.
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Long positions in the shares of the Company:

{EREER
BREESHE

Percentage of

INTERESTS OF DIRECTORS AND SUPERVISORS IN
COMPETING BUSINESS

During the year, none of the directors or supervisors of the Company had
any interest in any business which compete or may compete with the
business of the Company.

DIRECTORS’, SUPERVISORS" AND CHIEF
EXECUTIVES’ REMUNERATION AND THE HIGHEST
PAID INDIVIDUALS

The details of directors’, supervisors’ and chief executives’ remuneration
and the highest paid individuals are set out in note 11 to the consolidated
financial statements. Among all of the five highest paid individuals of the
Company, five individuals are directors.

NUMBER OF SHAREHOLDERS AND SUBSTANTIAL
SHAREHOLDERS

As at 31 December 2019, there were 150 shareholders recorded in the
register of shareholders of the Company and the shareholders other
than a director, supervisor or chief executive of the Company, having
an interest and short positions in 5% or more of the relevant class of
the issued share capital of the Company as recorded in the register of
interests in the shares and short positions required to be kept by the
Company under Section 336 of SFO were as follows:

5B
B

FRriSAEnEE the relevant Percentage of
BEREE 3V EE] Number of &1 class of  entire share
Name of Shareholders Class of Shares shares held Capacity share capital capital
B EE&EB)ABRAR WNE M 1,243,616,4030% Em#EHB A 100.00% 50.10%
Qingling Motors (Group) Domestic shares  1,243,616,403 shares Beneficial owner 100.00% 50.10%
Company Limited
A+ERAEARAT] HAZ 496,453,664k EmEA A 40.08% 20.00%
Isuzu Motors Limited H shares 496,453,654 shares Beneficial owner 40.08% 20.00%
Edgbaston Investment HA% 74,913,000% & &I 6.05% 3.02%
Partners LLP
Edgbaston Investment H shares 74,913,000 shares Investment 6.05% 3.02%
Partners LLP Manager
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Other than as disclosed above, the Company has not been notified of any
other relevant interests or short positions in the issued share capital of
the Company as at 31 December 2019.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up by the
Remuneration Committee (composed of one executive director and
four independent non-executive directors) on the basis of their merit,
qualifications and competence.

The emoluments of the directors of the Company are decided by the
Remuneration Committee, having regard to the Company’s operating
results, individual performance and comparable market statistics.

DIVIDEND POLICY

A dividend policy is adopted by the Company which aims at setting out
the principles to be followed for paying dividends to the shareholders of
the Company. When considering the dividend payment, the Board shall
take into account the factors including but not limited to the Company's
financial results, general business conditions and strategies, and statutory
and regulatory restrictions. There is no assurance that dividends will be
declared or distributed in any particular amount or in any form for each
year or in any year.
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CONTINUING CONNECTED TRANSACTIONS

During the year, the Group had continuing connected transactions with
(a) Qingling Group and its subsidiaries EEE 5§54 AR A alChongging
Qingling Casting Company Limited (“CQCC"), EEE K IBEER QA
Chongging Qingling Forging Co. Ltd. (“CQFC"), EEEXEBER AT
Chongging Qingling Axle Co. Ltd. ("CQAC"), EEE B ERFARAR]
Chongging Qingling NHK Seat Co. Ltd. (“CONHK"), EEERERARA
&lChongaing Qingling Plastic Co. Ltd. (“CQPC"), EEEXEIRAR A
Chongging Qingling Aluminium Casting Co. Ltd. (“CQACL"), EEE$%A
BRI AR A FChongging Qingling Automobile Chassis Parts Co.
Ltd. (“QAC"), EEE =7 PR 2 FChongging Qingling Machinery
Parts Co. Ltd. ("QM") and EEE#RZEMRTEHBR A E("Qingling Zhuan
Yong”, formerly known as EEE$ 98 FREEHR AT Chongging
Qingling Automobile Manufacture and Assembly Co. Ltd.), (b) EE
518 B AR A a("Qingling Moulds”), a sino-joint venture company
which is owned as to 50.56% and 49.44% by the Company and Isuzu
respectively and a subsidiary of the Company, (c) Isuzu, (d) B R+
% (ER)EHHAEMRAF Qingling Isuzu (Chongaging) Engine Co.,Ltd.
("Qingling Isuzu Engine”) (now known as T+ $ (1 B1) 2 Bk A 1R A 7
Isuzu (China) Engine Co., Ltd.), an entity established and jointly controlled
by the Company and Isuzu absorbed and merged with Isuzu Qingling
Autoparts on 29 December 2018 and is now held as to 50.61%, 30.06%
and 19.33% by Isuzu, Qingling Group and the Company, respectively,
(e) B A T8 (ER)RHEHEREAER AR Qingling Isuzu (Chongging)
Automobile Sales and Service Co.,Ltd (“Qingling Isuzu Sales”), an entity
established and jointly controlled by the Company and Isuzu and (f) i %%
B8 (ER)AEFMEE AR AR Isuzu Qingling (Chongging) Engineering
Co., Ltd (“Isuzu Qingling Engineering”), an associate controlled by Isuzu.
Qingling Group and Isuzu held 50.10% and 20.00% of the equity of the
Company respectively as at 31 December 2018. Qingling Isuzu Engine
and A+ ER(EE)AEZTHHER AT Isuzu Qingling (Chongging)
Autoparts Co., Ltd (“Isuzu Qingling Autoparts”), a company controlled
by Isuzu and invested by the Qingling Group, entered into a merger
agreement (“Merger”) on 2 October 2018. After the completion of the
Merger, as Qingling Isuzu Engine will be the surviving company which
will assume all the assets, liabilities, operations, qualifications, personnel,
contracts and all other rights and obligations of Isuzu Qingling Autoparts,
all the terms of the relevant agreements will remain unchanged (apart
from the change in the performing party from Isuzu Qingling Autoparts
to Qingling Isuzu Engine where applicable) and the continuing connected
transactions contemplated thereunder will continue to be conducted by
Qingling Isuzu Engine. Pursuant to the Listing Rules, the above parties
are connected persons of the Group. Details of the continuing connected
transactions with the parties are as follows:
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(@)  Significant continuing connected transactions with Qingling Group
and its subsidiaries:

(i

On 22 December 2016, the Company entered into the New
Parts Supply Agreements with Qingling Group, CQCC,
CQFC, CQAC, CQONHK, CQPC and CQACL, respectively,
relating to the supply of certain automobile parts by Qingling
Group, CQCC, CQFC, CQAC, CQNHK, CQPC and CQACL,
respectively, to the Company, and the supply of certain
consolidated services by the Company to CQFC and the
lease of certain machineries by the Company to CQAC. With
respect to the automobile parts provided to the Company, the
price is based on actual costs or reasonable costs (whichever
is lower) incurred plus a profit margin of not more than 8%
determined in the following order: at prices not higher than
market prices; or if no comparable market price, at prices
based on actual costs or reasonable costs (whichever is
lower) incurred plus a profit margin of not more than 8%,
and in any event, at prices no less favourable than those
offered to independent third parties. The payment shall be
made within one month after delivery. With respect to the
consolidated services provided by the Company to CQFC, the
price is determined based on actual costs incurred plus taxes
payable. With respect to the lease of machineries by the
Company to CQAC, the rental payable is determined based
on the depreciation charge of the relevant machineries for
the relevant year plus taxes payable.
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On 22 December 2016, the Company also entered into the
New Autoparts and Materials Agreement with CQCC, CQFC,
CQACL, CQAC, CQPC, CONHK, QAC, QM and Qingling
Zhuan Yong respectively. The Company will sell to CQCC
the scrap metal left over from the Company’s manufacturing
process and the prices shall not be lower than the market
price of scrap metal of same type and the price of such scrap
metal sold by the Company to independent third parties (if
any); the Company will supply to CONHK and Qingling Zhuan
Yong semi-finished auto parts and the prices of which will
be determined based on costs incurred by the Company
plus a profit margin of not exceeding 8%, and the Company
will supply to all Qingling Autoparts Companies (refer to all
subsidiaries of Qingling Group in the supply agreements) raw
and crafting materials including but not limited to gasoline,
diesel, cutting fluid, tools and equipment, and machinery
spare parts, which will be sourced by the Company from
suppliers which are independent and not connected persons
to the Company, and the prices of which will be equivalent
to the cost of sourcing such materials from independent third
parties plus the relevant tax payable.

During the year, the amount for the above continuing
connected transactions are as follows:

Sales of automobile parts and others:

with respect to Qingling Group (Note 1): approximately
RMB11,517,000;

with respect to CQCC: approximately RMB24,721,000;

with respect to CQFC: approximately RMB2,115,000;

with respect to CQAC: approximately RMB9,861,000;

with respect to CONHK: approximately RMB8,464,000;

with respect to CQPC: approximately RMB954,000; and

with respect to CQACL: approximately RMB1,761,000.
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Purchases of automobile parts:

with respect to Qingling Group (Note 2): approximately
RMB15,238,000;

with respect to CQCC: approximately RMB26,921,000;

with respect to CQFC: approximately RMB34,570,000;

with respect to CQAC: approximately RMB388,220,000;

with respect to CONHK: approximately RMB54,678,000;

with respect to CQPC: approximately RMB55,753,000; and

with respect to CQACL: approximately RMB9,356,000.

Supply of consolidated services:

With respect to CQFC: approximately RMB424,000;

Lease of machineries:

With respect to CQAC: approximately RMB259,000.

Note 1: Including approximately RMB2,535,000, approximately
RMB6,238,000 and approximately RMB2,744,000
representing the sales of parts and raw materials to QM,
Qingling Zhuan Yong and QAC respectively during the
year.

Note 2: Including approximately RMB25,000, approximately
RMB6,010,000, approximately RMB4,536,000 and
approximately RMB4,667,000 representing the
purchases of automobile parts from Qingling Group, QM,
Qingling Zhuan Yong and QAC respectively during the
year.
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Qingling Moulds entered into the New Qingling Group
Moulds Supply Agreement with Qingling Group and its
subsidiaries CQCC, CQFC, CQPC and CQACL on 22
December 2016. And the price is determined on normal
commercial terms, relating to the supply of moulds and
related products and/or maintenance and processing services
by Qingling Moulds to the aforesaid companies, or if there
are no sufficient comparable transactions to judge whether
they are on normal commercial terms, the price shall be on
terms fair and reasonable to Qingling Moulds, referring to the
costs incurred by the Company plus a profit margin of not
exceeding 8%, which shall be no less favourable to Qingling
Moulds than terms offered to independent third parties, and
the payments shall be made within a month upon delivery.
During the year, the amount of the continuing connected
transaction was approximately RMB174,000.

The Company entered into a the New Chassis Supply
Agreement with the Qingling Group on 22 December
2016, relating to the sale of automobile chassis and related
components by the Company to Qingling Group, the price
is determined with reference to the market price of chassis
and related components with a credit period of three to
six months after the sale. During the year, the amount of
the continuing connected transaction was approximately
RMB1,299,207,000.
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(iv)

(v)

The Company entered into the New Warehouse Leasing
Agreement on 22 December 2016 with Qingling Group,
relating to the lease of warehouse, the Land with an area
of approximately 19,880.4m? for storage of autoparts and
raw materials, the Land with an area of approximately
20,697m? for use as a testing site for autoparts; and the
Land with an area of approximately 10,000m? by Qingling
Group to the Company at a consideration of RMB5,840,000,
RMB923,000, RMB961,000, RMB464,000 respectively
per annum. The aforesaid considerations for the leasing
of warehouses are set by the Board by reference to the
depreciation charged by Qingling Group, on straight-line
depreciation basis, on the relevant assets during the year. For
the leasing of certain parts of the Land, the considerations
are determined with reference to the prevailing market rent
and existing rent payable by the Group under the current
leasing agreements. The considerations are set at prices not
higher than market prices; or at prices no less favourable
than those offered by Qingling Group to independent third
parties. The consideration payable by the Company under
the New Warehouse Leasing Agreement is determined after
arm'’s length negotiations between the parties thereto. The
directors (including independent non-executive directors) are
of the view that the New Warehouse Leasing Agreement
are fair and reasonable, such transactions will continue to be
conducted on normal commercial terms and in the ordinary
and usual course of business of the Group, and, such
transactions (including the rents payable by the Company),
are in the interest of the Company and the Shareholders as a
whole.

The Company entered into the New Machinery Leasing
Agreement with CQFC, on 22 December 20186, relating to
the lease of machineries for further processing of casting
and forging parts from CQFC by the Company. Annual
rental was based on the depreciation charge of the relevant
machineries for the relevant year payable by the Company to
CQFC in cash on quarterly basis, subject to adjustment upon
consultation with each other if there is a material change
on the depreciation charge. During the year, the amount of
the continuing connected transaction was approximately
RMB20,147,000.
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(vi)  The Company entered into the Qingling Group Equipment
Lease with the Qingling Group on 22 December 2016,
relating to the lease of equipment, namely the 110kVA
electrical substation and its ancillary facilities from Qingling
Group by the Company. The rent for the Leased Equipment
(Qingling Group) is determined with reference to the annual
depreciation rate under the accounting policy currently
adopted by the Qingling Group. The monthly rents shall be
adjusted accordingly if there is material variation in the value
and/or material depreciation of the Leased Equipment. The
Company shall pay the rent of three months before the last
day of the quarter by crediting a bank account specified
by the Qingling Group. During the year, the amount of
the continuing connected transaction was approximately
RMB875,000.

The details and amount of the above connected transactions with
Qingling Group and its subsidiaries during the year are set out in
note 36(i) to the consolidated financial statements.

Significant continuing connected transactions with Qingling Moulds:

On 22 December 2016, the Company and Qingling Moulds entered
into the following agreements:

(i) The New Qingling Moulds Supply Agreement, relating to the
supply of moulds and related products and maintenance and
processing services by Qingling Moulds to the Company,
the supply of raw materials and processing services by
the Company to Qingling Moulds, and the provision of
consolidated services including but not limited to water and
gas supply services, equipment repair and maintenance
services, medical and hygiene services and the Three
Warranties by the Company to Qingling Moulds. The price
is determined on normal commercial terms, if there are no
sufficient comparable transactions to judge whether they are
on normal commercial terms, on terms fair and reasonable
to the Company, and the terms are no less favorable
than the terms available to independent third parties from
Qingling Moulds. During the year, the purchase amount of
the continuing connected transaction was approximately
RMB38,332,000, the sales amount was approximately
RMB18,308,000 and the consolidated services income was
RMB297,000.

B2 /3E MM AR A A Qingling Motors Co. Ltd

29



30

EEERE
DIRECTORS' REPORT

(i)

FERKRARY  RRBERER
HAETHEEARREANLI
AREERLE R EEIE
FrA I R AR & — )@
AR EREROIERATAH
wRRFEAF B —+F— A —
AUREEAE)ZE-T—NF
+=—A=+—H - £ (EKiE
BB E L (BHIER)
FMERERKEBEAREEREA
MO AHHES AR B HEESH
BET  WREEREARELN A
A ARKS,946.097T - NEE
N ABEBEHEISNEREY
A AR#EEA3,0007T °

© BRTRIEBEFEMERS

(i

(ii)

RZE—XR"F+=-_A=+=8"
ARARBERATHET—HEH
AtHEEARRIRBEAEEENS
ZETARETEHHERESEZH
A+ HERZE AR ETR
AEHERRS AARBEAE
ERHREGZEBRDBERE
S EBRRABRRAUUREES
E)BIMTHBBE10% 2 FBERMm
BT RRAEMR - RAFEE
N ABREBEISNESELY
B ANR#255,576,0007T °

RZF—R"F+=_A=+=8 "
AARMER+KRE—NEH
AAmmAT&REE AR THE
EFfRZETERTHHREA
RETEHERE G 2 ARHRE
Wik o ERTEFR B AIELRR
5 ZETBHEREHGZHERE
BBEMEAZERREERAN
(ABIEE BE) ST EBHRE10%
ZHREEMET  RRH1£40
KANHK - REAFERN » KN18
SEBEISNEBHABARE
3,558,0007T, ©

3} 2019 ANNUAL REPORT

(ii)

The New Qingling Moulds Lease, relating to using the
Land for its operations only by Qingling Moulds from the
Company. The agreement shall be effective from the date
upon obtaining all relevant approvals and/or completing all
other procedures in accordance with all applicable laws, rules
and regulations or 1 January 2017 (whichever is later) to 31
December 2019. The monthly rent for the Land (Qingling
Moulds) is determined with reference to the market value
of the Land (Qingling Moulds) and the rent paid by Qingling
Moulds under the Qingling Moulds Lease plus taxes
payable for leasing. The monthly rent under the Qingling
Moulds Lease is RMB3,946.09 per month. During the year,
the amount of the continuing connected transaction was
approximately RMB43,000.

(c)  Significant continuing connected transactions with Isuzu:

(i)

(ii)

On 22 December 2016, the Company entered into the
New Isuzu Supply Agreement with Isuzu whereby Isuzu
provides the Company with certain automobile parts and
components produced by Isuzu and which are required in the
production processes. As there are no sufficient comparable
transactions, the price of the Company’s purchases of
automobile parts and components is determined with
reference to actual or reasonable costs (whichever is lower)
incurred plus a profit margin of not more than 10%, and the
payment shall be made at the time of delivery. During the
year, the amount of the continuing connected transaction
was approximately RMB255,576,000.

On 22 December 2016, the Company entered into the
New Company Supply Agreement with Isuzu whereby the
Company provides Isuzu with certain accessory sets and
other automobile parts and components produced by the
Company and which are required in the production processes
of Isuzu. As there are no sufficient comparable transactions,
the sales price of those parts and components is determined
with reference to actual or reasonable costs (whichever is
lower) incurred plus a profit margin of not more than 10%,
and the payment shall be made within 40 days after delivery.
During the year, the amount of the continuing connected
transaction was approximately RMB3,558,000.
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During the year, the Company continued the transactions
under the technology transfer agreements with Isuzu entered
on 20 February 2000, 23 May 2008, 21 December 2012, 27
April 2016 and 26 March 2014 for the transfer of technology
and provision of technical know-how and the permission to
use the trademark of Isuzu and the emblem by Isuzu to the
Company for the production and sales of F series Chassis
and related parts and components, 700P3X series vehicles
and related parts and components, GXR/GXZ vehicles, FXZ
vehicles, FYH vehicles, CYH vehicles, CYZ vehicles and EXR/
EXZ vehicles.

The price is set at an initial fee (among which, the initial fee
for F series Chassis and 700P3X series vehicles and related
parts and components, GXR/GXZ vehicles, FXZ vehicles, FYH
vehicles, has already been fully paid by the Company to Isuzu),
plus royalties, which is determined with reference to the
price of the parts and components manufactured and sold by
the Company pursuant to the agreement, staff training fees
and technical assistance fees.

Also, the Company and Isuzu made the Trademark Licensing
Agreement on 26 March 2014. Isuzu continues to grant the
Company a non-transferrable right to use the trademarks
and emblems of Isuzu, “ISUZU" and “H+%$4", in the sale
of the 600P, 100P and TF/UC series vehicles produced by
the Company. And the License fee for each series of vehicle
is as follows: JPY2,000 for each 600P series vehicle sold,
JPY1,500 for each 100P series vehicle sold and JPY1,500 for
each TF/UC series vehicle sold.

During the year, the amount incurred for the continuing
connected transaction under the technology transfer
agreements and technology licensing agreements was
approximately RMB17,923,000.

The details and amount of the above connected transactions

with Isuzu during the year are set out in note 36(ii) to the
consolidated financial statements.
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Significant continuing connected transactions with Qingling Isuzu
Engine:

On 22 December 2016 the Company and Qingling Isuzu Engine
entered into the following agreements:

(i)

(ii)

The New Supply Agreement, relating to the provision of parts
of engines and raw materials for assembling and composing
engine assemblies by the Company to Qingling Isuzu Engine,
whereas Qingling Isuzu Engine provides engines and their
parts to the Company for assembling and maintenance of
automobile. The agreement shall be effective from the date
upon obtaining all relevant approvals and/or completing all
other procedures in accordance with all applicable laws, rules
and regulations or 1 January 2017 (whichever is later) to 31
December 2019. The actual selling price of the products to
be supplied/purchased and other related terms in any further
specific agreement shall be the actual costs of the supplying
party plus a profit margin of not exceeding 10%. Such
premium shall be finalised by both parties on the basis that it
is fair and reasonable to both parties. Payment will be within
half a month after delivery. During the year, the purchase
amount of the continuing connected transaction was
approximately RMB1,059,115,000 and the selling amount
was approximately RMB699,236,000. Pursuant to the
Merger, the aforesaid amount include the amount incurred by
Isuzu Qingling Autoparts under the New Supply Agreement
(Isuzu Qingling Autoparts).

The New Consolidated Services Agreement, relating to the
provision of certain services (including services such as
water and gas supply, transportation, equipment repair and
maintenance, medical and hygiene and three warranties)
by the Company to Qingling Isuzu Engine. The agreement
shall be effective from the date upon obtaining all relevant
approvals and/or completing all other procedures in
accordance with all applicable laws, rules and regulations or 1
January 2017 (whichever is later) to 31 December 2019. The
actual price for the services to be provided by the Company
under the New Consolidated Services Agreement or any
further specific agreement(s) shall be the actual costs of the
Company plus taxes payable. During the year, the amount
of the continuing connected transaction was approximately
RMB1,535,000. Pursuant to the Merger, the aforesaid
amount include the amount incurred by Isuzu Qingling
Autoparts under the New Consolidated Service Agreement
(Isuzu Qingling Autoparts).
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The New Equipment Lease, relating to the lease of leased
equipment by the Company to Qingling Isuzu Engine. The
agreement shall be effective from the date upon obtaining all
relevant approvals and/or completing all other procedures in
accordance with all applicable laws, rules and regulations or 1
January 2017 (whichever is later) to 31 December 2019. The
monthly rent is determined with reference to the depreciated
value of the leased equipment at the time of valuation
previously conducted by an independent international asset
appraisal firm and the market value of the leased equipment.
During the year, the amount of the continuing connected
transaction was approximately RMB37,854,000.

The New Factory Lease, relating to the lease of land
and factory premises by the Company to Qingling Isuzu
Engine. The agreement shall be effective from the date
upon obtaining all relevant approvals and/or completing all
other procedures in accordance with all applicable laws,
rules and regulations or 1 January 2017 (whichever is later)
to 31 December 2019. The monthly rent is approximately
RMB392,000, which is determined with reference to the
value of the Leased Land and the Factory Premises taking
into account its annual depreciation and taxes payable for
leasing. During the year, the amount of the continuing
connected transaction was approximately RMB4,273,000.

The details and amount of the above connected transactions with
Qingling Isuzu Engine during the year are also set out in note 36(iii)
to the consolidated financial statements.

Significant continuing connected transactions with Qingling Isuzu

Sales:

On 22 December 2016, the Company and Qingling Isuzu Sales
entered into the following agreements:

(i)

The Sales JV Lease, relating to the lease of the Sales JV
Leased Land and Sales JV Premises by the Company to
Qingling Isuzu Sales. The lease agreement shall be effective
from the date upon obtaining all relevant approvals and/
or completing all other procedures in accordance with all
applicable laws, rules and regulations or 1 January 2017
(whichever is later) to 31 December 2019. The monthly rent is
determined with reference to the value of the Sales JV Lease
Land and the Sales JV Premises taking into account its annual
depreciation plus taxes payable for leasing. The monthly rent
is approximately RMB143,000. During the year, the amount
of the continuing connected transaction was approximately
RMB1,555,000.
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(ii)

(iif)

The New Sales JV Consolidated Services Agreement,
relating to the provision of certain services (including services
such as transportation, equipment repair and maintenance,
medical and hygiene and three warranties) by the Company
to Qingling Isuzu Sales. The agreement shall be effective
from the date upon obtaining all relevant approvals and/
or completing all other procedures in accordance with all
applicable laws, rules and regulations or 1 January 2017
(whichever is later) to 31 December 2019. The price is
determined at actual costs plus tax payable. During the year,
the amount of the continuing connected transaction was
approximately RMB407,000.

The New Sales JV Supply Agreement, relating to the provision
of automobiles and parts by the Company to Qingling Isuzu
Sales. The agreement shall be effective from the date upon
obtaining all relevant approvals and/or completing all other
procedures in accordance with all applicable laws, rules
and regulations or 1 January 2017 (whichever is later) to 31
December 2019. The actual selling prices of the automobiles
or their parts to be supplied/purchased and other related
terms in any further specific agreement shall not be lower
than the market prices of the automobiles or their parts and
shall not be lower than the prices offered to independent
third parties. If there are no comparable market prices,
prices shall be based on actual costs or reasonable costs
(whichever is lower) incurred plus a profit margin of not more
than 8%. Reasonable cost is the estimation of the cost of the
relevant products by the parties using the historical cost in
the market as reference and based on the relevant enterprise
technology, craft and comprehensive management level.
During the year, the amount of the continuing connected
transaction was approximately RMB18,913,000.

The details and amounts of the above connected transactions
with Qingling Isuzu Sales during the year are set out in note
36(iv) to the consolidated financial statements.
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Continuing connected transactions with Isuzu Qingling Engineering:

On 22 December 2016, the Company and Isuzu Qingling
Engineering entered into the following agreements:

(i

(ii)

The New Factory Lease (Isuzu Qingling Engineering), relating
to the lease of the factory premises by the Company to
Isuzu Qingling Engineering. The agreement shall be effective
from the date upon obtaining all relevant approvals and/
or completing all other procedures in accordance with all
applicable laws, rules and regulations or 1 January 2017
(whichever is later) to 31 December 2019. Pursuant to
the New Factory Lease (Isuzu Qingling Engineering), the
rent consists of fixed portion and float portion. The fixed
portion includes basic rent in respect of the leasing of the
Engineering Factory Premises, the provision of basic service
facilities and maintenance cost; the float portion represents
the replacement cost of materials consumed by Isuzu
Qingling Engineering when using the Engineering Factory
Premises or the basic service facilities. The total monthly
rent is expected to be RMB101,000, including the monthly
fixed rent of RMB81,000 and the pre-determined monthly
float rent of RMB20,000. During the year, the amount of the
continuing connected transaction was nil as there was an
early termination of the lease on 30 June 2017.

The New Consolidated Services Agreement (Isuzu Qingling
Engineering), relating to the provision of certain services
(including services such as water, electricity and gas
supply, vehicle rental, telecommunication and medical and
hygiene) by the Company to Isuzu Qingling Engineering. The
agreement shall be effective from the date upon obtaining
all relevant approvals and/or completing all other procedures
in accordance with all applicable laws, rules and regulations
or 1 January 2017 (whichever is later) to 31 December 2019.
The consideration is determined at the actual costs of the
Company plus taxes payable. During the year, the amount
of the continuing connected transaction was approximately
RMB745,000.

The details and amount of the above connected transaction with Isuzu
Qingling Engineering during the year are also set out in note 36(v) to
the consolidated financial statements.
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Other Continuing Connected Transactions:

The Company, Qingling Isuzu Engine, Isuzu Qingling Engineering
and Isuzu Qingling Autoparts entered into the New Testing
Agreement on 22 December 2016, relating to the provision of
certain testing services (including but not limited to smoking tests,
external property tests and combustion analysis tests for full-
loading and steady rolling engines; temperature resistance tests and
heeling tests for vehicles; and endurance tests and vibration tests
for parts) by the Company to Qingling Isuzu Engine, Isuzu Qingling
Engineering and Isuzu Qingling Autoparts. The agreement shall be
effective from the date upon obtaining all relevant approvals and/
or completing all other procedures in accordance with all applicable
laws, rules and regulations or 1 January 2017 (whichever is later)
to 31 December 2019. Prices for services provided shall not be
higher than the market prices and shall not be less favourable than
the prices offered to independent third parties. If there are no
comparable market prices, prices shall be determined based on
the actual or reasonable costs incurred (whichever is lower) plus a
profit margin of not more than 8%. During the year, the Company
did not provide the testing services to Isuzu Qingling Engine, Isuzu
Qingling Engineering and Isuzu Qingling Autoparts.

The details and amounts of the above connected transactions with
Qingling Isuzu Engine during the year are also set out in note 36(iii)
to the consolidated financial statements.

The Company's auditor was engaged to conduct audit work in
accordance with Hong Kong Standard on Assurance Engagements
3000 “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” issued by the Hong Kong Institute
of Certified Public Accountants 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. Pursuant to the Rule 14A.56 of the
Listing Rules, the auditor has issued a letter to the Board of the
Company that nothing has come to their attention that causes them
to believe that the continuing connected transactions disclosed by
the Group (except those de minimis transactions which are fully
exempted pursuant to Rule 14A.76(1) of the Listing Rules):

1. have not been approved by the listed issuer’s board of
directors;

2. were not entered into, in all material respects, in accordance
with the relevant invoices governing the transactions; and

3. have exceeded the annual caps set by the Company.
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The independent non-executive directors of the Company confirm
that the transactions have been entered into by the Company in the
ordinary and usual course of its business, on normal commercial
terms or better and in accordance with the agreement governing
them on terms that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.

CONNECTED TRANSACTIONS

(i)

On 18 December 2015, the Company and Isuzu entered into (i)
the CYH Technology Licence Agreement; (ii) the CYZ Technology
Licence Agreement; and (iii) the EXR/EXZ Technology Licence
Agreement, respectively, in relation to the provision of technology
and technical know-how, staff training and technical assistance and
the licence to use the trademark and the emblem of Isuzu by Isuzu
to the Company for the production and sale of (i) CYH; (ii) CYZ; and
(i) EXR/EXZ vehicles in the PRC on an non-exclusive basis.

For the CYH Technology Licence Agreement, an initial fee of
JPY700,000,000 is payable by the Company to Isuzu in the
following manner: (i) 40% of the initial fee shall be payable within
30 days from the date of approval granted by the relevant PRC
authorities; (ii) 10% of the initial fee for each of the sample vehicles
CYH®D, CYH®, CYH® and CYH® and a total of 40% of the initial
fee shall be payable within 30 days from the date of completion
of the provision of each CYH vehicles confirmed in writing by both
the Company and Isuzu; and (iii) 5% of the initial fee for each of the
sample vehicles CYH®, CYH®, CYH® and CYH@ and a total of
20% of the initial fee shall be payable within 30 days from the date
of the bulk production of each CYH vehicles confirmed in writing by
both the Company and Isuzu. The company paid JPY280,000,000
in 2016 and paid JPY245,000,000 in 2018. The remaining of
JPY 175,000,000 will not be paid for the current year because the
CYH Contract has ceased to be developed. The CYZ and EXR/EXZ
contracts have been fully paid.

The Company will also have to pay royalties to Isuzu in relation
to the sale of each CYH, CYZ and EXR/EXZ vehicles, which are
calculated at 3% of the on-site added value of each vehicle. (Please
refer to page 31 for details.)
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(ii)

On 4 July 2018, the Company and Isuzu entered into (i) VC66(CYH)
National Vlb Technology Development Agreement; (ii) VC66(CYZ)
National VIb Technology Development Agreement; and (iii)
VCB6(EXR/EXZ) National VIb Technology Development Agreement,
respectively. The Company engaged Isuzu to carry out design
change related development for the relevant (i)VC61(CYH), (ii)
VCB1(CYZ) and (iii)VCB1(EXR/EXZ) basic vehicles so as to allow
equipping such vehicles with the sample engine for VC66 series
vehicles and ensure compliance with the relevant National
VIb emission regulations and other regulations required by
certifications on model (announcement), oil consumption, safety
and CCC, compliance with the same CAN (Control Area Network)
communication standard as used for the basic vehicles, and to
provide technical guidance or study services. Isuzu shall submit the
Company with the relevant technical information together with a
set of documents and electronic data recording the details of such
technical information in accordance with the agreement. The term
of the agreement is from 28 June 2017 to the date of completion
of payment of consideration under the agreement.

In respect of the VC66 (CYH) National VIb Technology Development
Agreement, the Company shall pay the consideration to Isuzu in the
following way: (a) Payment of JPY 125,356,000 within 30 days from
the date of entering into of the VC66(CYH) National VIb Technology
Development Agreement; (b) Payment of JPY 125,356,000 within 30
days upon completion of Isuzu’s provision of relevant information
on development technology to the Company as confirmed by both
parties in writing; (c) Payment of JPY62,678,000 within 30 days
from the date of commencement of manufacturing and assembling
vehicles using the relevant information on development technology.

In respect of the VC66 (CYZ) National Vlb Technology Development
Agreement, the Company shall pay the consideration to Isuzu in the
following way: (a) Payment of JPY 125,356,000 within 30 days from
the date of entering into of the VC66(CYZ) National VIb Technology
Development Agreement; (b) Payment of JPY 125,356,000 within 30
days upon completion of Isuzu’s provision of relevant information
on development technology to the Company as confirmed by both
parties in writing; (c) Payment of JPY62,678,000 within 30 days
from the date of commencement of manufacturing and assembling
vehicles using the relevant information on development technology.

In respect of the VC66(EXR/EXZ) National Vib Technology
Development Agreement, the Company shall pay the consideration
to Isuzu in the following way: (a) Payment of JPY257,284,000
within 30 days from the date of entering into of the VC66(EXR/EXZ)
National VIb Technology Development Agreement; (b) Payment
of JPY257,284,000 within 30 days upon completion of Isuzu's
provision of relevant information on development technology to the
Company as confirmed by both parties in writing; (c) Payment of
JPY 128,642,000 within 30 days from the date of commencement
of manufacturing and assembling vehicles using the relevant
information on development technology.
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The consideration payable under the above agreements is
determined based on the technical advancement and market
prospect of products and with reference to the consideration under
the technology licence agreements of other companies in the
industry. The above payments shall be made by the Company to
Isuzu in JPY after deduction of taxes payable by Isuzu to the PRC
government.

In 2018, the Company paid JPY 125,356,000, JPY125,356,000 and
JPY257,284,000 to Isuzu in respect of (i) VC66(CYH) National VIb
Technology Development Agreement : (ii) VC66(CYZ) National
VIb Technology Development Agreement; and (iii) VC66(EXR/EXZ)
National Vlb Technology Development Agreement, respectively,
and no payment in current period about the above three contracts.

Further, on 2 August 2019 (after trading hours), the Company
and Isuzu entered into the 700P3X (with 4JZ1 150 horsepower
National VIb) Technology Development Agreement, pursuant to
which the Company engages Isuzu to carry out design alteration
related development business for NPR75 basic vehicles so as to
allow equipping such vehicles with 4JZ1 diesel engines and ensure
compliance with the relevant National VIb emission regulations
and relevant regulations required for certification as well as CAN
(Control Area Network) communication specifications and the
design alteration related development business for basic vehicles
to achieve the CAN communication function, carry out design
alteration related development business for NPR sample vehicles
and provide technical guidance or research services. Pursuant to
the 700P3X (with 4JZ1 150 horsepower National VIb) Technology
Development Agreement, an initial fee of JPY580,370,000 is
payable by the Company to Isuzu in the following manners: (i)
40% of the initial fee shall be payable within 30 days from the
date of approval granted by the relevant PRC authorities; (ii) 40%
of the initial fee shall be payable within 30 days from the date
of completion of the provision of technical know-how confirmed
in writing by both the Company and Isuzu; and (iii) 20% of the
initial fee shall be payable within 30 days from the date of the
bulk production of the 700P vehicles confirmed in writing by both
the Company and Isuzu. The entity pays JPY232,148,000 for the
current period.

The details and amounts of the connected transaction with Isuzu

during the year are also set out in note 36(ii) to the consolidated
financial statements.
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(iii)

On 18 September 2018, the Company convened a Board meeting
at which the proposal regarding the Merger was considered and
approved. Qingling Isuzu Engine and Isuzu Qingling Autoparts
entered into the Merger Agreement on 2 October 2018 (after
trading hours), pursuant to which, Qingling Isuzu Engine will absorb
and merge with Isuzu Qingling Autoparts, and Qingling Isuzu Engine
will be the surviving company upon completion of the Merger
and assume all the assets, liabilities, operations, qualifications,
personnel, contracts and all other rights and obligations of Isuzu
Qingling Autoparts and Isuzu Qingling Autoparts will be dissolved
and deregistered. Further, on 2 October 2018 (after trading hours),
the Company, Qingling Group and Isuzu also entered into (i) the
JV Agreement to set out their respective rights and obligations in
Qingling Isuzu Engine in accordance with the Merger; and (i) the
Priority Supply Memorandum to set out the agreement in relation
to the priority supply of goods by Qingling Isuzu Engine to the
Company.

The proportion of the capital contribution by the Company, Qingling
Group and Isuzu to Qingling Isuzu Engine upon completion of the
Merger are determined with reference to their respective capital
contribution to Qingling Isuzu Engine and Isuzu Qingling Autoparts
before the Merger and the net asset values of Qingling Isuzu
Engine and Isuzu Qingling Autoparts as valued by the Independent
Valuer with 31 December 2017 as the valuation benchmark date.
According to the Qingling Isuzu Engine Valuation Report and the
Isuzu Qingling Autoparts Valuation Report, the total interests of
shareholders of Qingling Isuzu Engine and Isuzu Qingling Autoparts
as at 31 December 2017 amounted to RMB884,919,700 and
RMB1,404,035,500, respectively. The amount and proportion of
their respective capital contribution are set out in the table below:

HESH HE L

BREE Amount of capital Proportion of
Name of shareholder contribution capital contribution
()
(USD)
B+ Isuzu 164,107,986 50.61%
Bk E Qingling Group 97,472,556 30.06%
¥\ N/NE The Company 62,679,458 19.33%
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The Existing Continuing Connected Transactions entered into
between the Group with Qingling Isuzu Engine and Isuzu Qingling
Autoparts including the followings:

(a)

(c)

the New Supply Agreement dated 22 December 2016
entered into between the Company and Qingling Isuzu
Engine relating to the provision of parts of engines and raw
materials by the Company to Qingling Isuzu Engine, and the
provision of engines and their parts by Qingling Isuzu Engine
to the Company;

the New Equipment Lease dated 22 December 2016 entered
into between the Company and Qingling Isuzu Engine relating
to the leasing of the Leased Equipment by the Company to
Qingling Isuzu Engine;

the New Factory Lease dated 22 December 2016 entered
into between the Company and Qingling Isuzu Engine relating
to the leasing of the Leased Land and the Factory Premises
by the Company to Qingling Isuzu Engine;

the New Consolidated Services Agreement dated 22
December 2016 entered into between the Company and
Qingling Isuzu Engine relating to the provision of certain
services by the Company to Qingling Isuzu Engine;

the New Supply Agreement (Isuzu Qingling Autoparts) dated
22 December 2016 entered into between the Company and
Isuzu Qingling Autoparts relating to the provision of parts of
engines by Isuzu Qingling Autoparts to the Company, and the
provision of automobiles, parts of engines and raw materials
by the Company to Isuzu Qingling Autoparts;

the New Consolidated Services Agreement dated 22
December 2016 entered into between the Company and Isuzu
Qingling Autoparts relating to the provision of certain services
by the Company to Isuzu Qingling Autoparts; and

the New Testing Agreement dated 22 December 2016
entered into between the Company and, among others,
Qingling Isuzu Engine and Isuzu Qingling Autoparts relating
to the provision of certain testing services by the Company to
Qingling Isuzu Engine and Isuzu Qingling Autoparts.
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Following the conclusion of the Merger, Qingling Isuzu Engine,
being the surviving company, would assume all the assets,
liabilities, operations, qualification, personnel, contracts and all
other rights and obligations of Isuzu Qingling Autoparts, all the
terms under the aforesaid agreements, therefore, will remain
unchanged, except that the name of the party to an agreement will
be changed from Isuzu Qingling Autoparts to Qingling Isuzu Engine
in certain circumstances (as appropriate), and Qingling Isuzu Engine
will continue to proceed with the continuing connected transactions
contemplated thereunder.

The information of the related party transactions entered into by
the Group is set out in note 36(i) to (vi) to the consolidated financial
statements. Those related party transactions also constitute
connected transactions or continuing connected transactions as
defined in Chapter 14A of the Listing Rules, and the Board confirms
that the Company has complied with the requirements in Chapter
14A of the Listing Rules for those transactions.

FIVE LARGEST SUPPLIERS AND CUSTOMERS

For the year ended 31 December 2019, the purchases from five largest
suppliers accounted for 40.32% of the total purchases of the Group.
The purchases from the largest supplier accounted for 19.98% of the
total purchases. Qingling Group and its subsidiaries, a joint venture of
the Company and a Japanese trading company, through which Isuzu
channels its supply of parts and components to the Group, are included
in the five largest suppliers of the Group. Details of transactions with
Qingling Group and its subsidiaries and with Isuzu are set out in the
section “Connected Transactions” above. Other than disclosed above,
the Company's directors and supervisors, their associates or any
shareholders (which to the knowledge of the directors own more than 5%
of the Company’s share capital), did not have any interests in the Group's
five largest suppliers for the year ended 31 December 2019. For the year
ended 31 December 2019, Qingling Group was the largest customer. The
aggregate sales attributable to the Group's five largest customers (except
Qingling Group) were less than 30% of the Group's total sales.

CONVERTIBLE SECURITIES, OPTIONS, WARRANTS
OR SIMILAR RIGHTS

The Company and its subsidiaries did not issue or grant any convertible
securities, options, warrants or similar rights during the year.

There were no outstanding or conversion of convertible securities,
options, warrants or similar rights issued or granted by the Company or
its subsidiaries and jointly controlled entity during the year.
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DESIGNATED DEPOSITS
As at 31 December 2019, the Group did not hold any designated deposits

or any time deposits that were overdue but could not be collected upon
maturity.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the year, none of the Company or its subsidiaries had purchased,
redeemed or sold any of the Company'’s listed securities.

EMPLOYEES
As at 31 December 2019, the Group had 3,025 employees (2018: 3,008
employees). During the year, no material change was noted for the

number of employees or their remuneration policy. The Group actively
formulated and implemented various training to its staff of all levels.

STAFF RETIREMENT SCHEME

Details of the Group’s staff retirement benefits scheme are set out in
note 9 to the consolidated financial statements.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND SUPERVISORS

The Company has adopted the Model Code as set out in Appendix 10
to the Listing Rules. Based on specific enquires to all directors and

supervisors, the Company confirms that all directors and supervisors
have complied with the requirements of the Model Code during the year.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's Articles
of Association.

CORPORATE GOVERNANCE

The information on the Company’s corporate governance practices is set
out in the “Corporate Governance Report” from pages 45 to 62.
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PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of its directors, there is sufficient public float as
not less than 25% of the Company's issued shares are held by the public
throughout the year 2019.

REVIEW OF ACCOUNTS

The audit committee has reviewed with the management and auditors
of the Company the accounting principles and practices adopted by the
Group and discussed auditing, internal controls and financial reporting
matters including the review of the audited consolidated financial
statements for the year ended 31 December 2019.

AUDITOR

A resolution will be submitted to the annual general meeting for 2020
to re-appoint Deloitte Touche Tohmatsu Certified Public Accountants
LLP Chongging Branch and Deloitte Touche Tohmatsu as auditors of the
Company.

By order of the Board
LUO Yuguang
CHAIRMAN

Chongging, the PRC
15 April 2020
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The Company puts high emphasis on and endeavors to maintain a
high standard of corporate governance. The Board believes that good
corporate governance practices are important to promote investors’
confidence and protect the interest of our shareholders. The Company
attaches importance to our staff, our code of conduct and our corporate
policies and standards, which together form the basis of our corporate
governance practices. The Board has adopted sound corporate
governance and disclosure practices, and is committed to continuously
improving those practices and cultivating an ethical corporate culture.

For the year ended 31 December 2019, the Company has complied
with the code provisions in the Corporate Governance Code as set out
in Appendix 14 of the Listing Rules except for the deviation from code
provision A.1.8 of the Corporate Governance Code as stated below.

Under code provision A.1.8 of the Corporate Governance Code, an issuer
should arrange appropriate insurance cover in respect of legal action
against its directors. With regular, timely and effective communications
among the directors and the management of the Group, the management
of the Group believes that all potential claims and legal actions against the
directors of the Company can be handled effectively, and the possibility
of actual litigation against the directors of the Company is relatively low.
The Company will review and consider to make such arrangement as and
when it thinks necessary.

THE BOARD

Members of the Board are accountable to the shareholders for the
success and sustainable development of the Company. The Board
is responsible for the management of all the important issues of
the Company, including the duties of convening general meetings,
implementing the resolutions passed at the general meetings,
determining the operating strategies and investment proposals of the
Company, formulating the plans of the Company for annual financial
budgets and final accounts, establishing and approving the internal control
and risk management systems and monitoring the performance of the
members of the senior management. The directors shall make objective
decisions for the interests of the Company.

BOARD DIVERSITY POLICY

The Board adopted board diversity policy in September 2013 to comply
with the new code provisions in relation to board diversity effective from
September 2013.

When determining the composition of the Board, the Company shall
take into account our business operations and select candidates with
appropriate and necessary skills and experience and those who can
express their views in a multi-angle perspective. All Board appointments
will be based on meritocracy, and candidates will be considered against
objective criteria, having due regard for the benefits of diversity on the
Board.
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Selection of candidates will be based on a range of diversity perspectives,
including but not limited to gender, age, cultural and education
background, ethnicity, professional experience, skills, knowledge and
length of service. The ultimate decision will be based on merit and
contribution that the selected candidates wiill bring to the Board.

As at the date of this report, the Board of the Company is comprised of
11 members, including 7 executive directors and 4 independent non-
executive directors. Independent non-executive directors account for
36% of the number of Board members.

An analysis of the Board based on a scope of diversity perspective is set
forth below:

A 11-20

Director

BR#FH

Length of Service

B FHRAR

Position Age Group
Mr. OTA Masanori has resigned as an executive Director due to work
adjustment; Mr. ADACHI Katsumi was elected as an executive Director
of the Company at the extraordinary general meeting of the Company
held on 26 July 2019 to succeed Mr. OTA Masanori as an executive
Director; Mr. LI Xiaodong was elected as an executive Director of the
Company at the 2019 annual general meeting to succeed Mr. GAO
Jianming previously resigned as an executive Director.
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For the year ended 31 December 2019, the Board of the Company is
comprised of 11 Directors:

Executive Directors

Mr. LUO Yuguang (Chairman)

Mr. HAYASHI Shuichi (Vice Chairman and General Manager)
Mr. MAEGAKI Keiichiro

Mr. ADACHI Katsumi

Mr. LI Juxing

Mr. XU Song

Mr. LI Xiaodong

Independent Non-executive Directors

Mr. LONG Tao

Mr. SONG Xiaojiang
Mr. LIU Tianni

Mr. LIU Erh Fei

Biographical particulars of the Directors are set out in the section headed
"Biographical Details of Directors, Supervisors and Senior Management”
in this annual report.

Pursuant to the articles of association of the Company, all the Directors,
including independent non-executive Directors, shall be subject to
retirement by rotation at least once every three years, and their re-
election is subject to a vote of the Shareholders.

The Company has received annual confirmations of independence from
each of the existing independent non-executive Directors in accordance
with Rule 3.13 of the Listing Rules. The Company considers that all the
independent non-executive Directors are independent in accordance with
the Listing Rules.

RESPONSIBILITIES AND DELEGATION OF THE BOARD

The Board determines the overall strategies of the Company, and
monitors the performance of the senior management and the related
risks and control systems so as to achieve the development objectives
of the Company. Day-to-day management of the Company is delegated
to the executive Directors and the senior management, who are required
to report back to the Board. All the members of the Board have separate
and independent access to the senior management, and are provided
with full and timely information about the conduct of the business
and development of the Company, including monthly reports and
recommendations on significant matters.

The Board has delegated some of its functions to the committees under

the Board, and will seek independent and professional advices from them
in respect of related matters.
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BOARD MEETINGS AND ATTENDANCE

The Board meets regularly to review the financial and operating
performance of the Company and to discuss future strategy. In 2019,
the Company held 9 Board meetings, and the attendance record of each
Director at the board meetings in 2019 is set out below:

BEARHEE
= HatiEE SRR SWMRB(T1)
Attendance by Proxy/
Attendance in Person/ Number of Meetings (Note
Directors Number of Meetings 7)
BITES
Executive Directors
BFNREE(EFR) 9/9 0/0
Mr. LUO Yuguang (Chairman)
WE— R (BIEFERRAGATE) 8/8 171
Mr. HAYASHI Shuichi (Vice Chairman and General Manager)
BEE—BRAE 5/5 4/4
Mr. MAEGAKI Keiichiro
ANHEELFTERFZ2)(R=ZFE—NFAHA=1HEET) 4/4 mn
I\/Ir OTA Masanori (Note 2) (resigned on 30 May 2019)
ERCRER-E-NF+HZ T NAEEE) 2/2 2/2
I\/Ir. ADACHI Katsumi (appointed on 26 July 2019)
FEENKHE 8/8 VAl
Mr. LI Juxing
TRINSEA 9/9 0/0
Mr. XU Song
PINREFER-FE—NFAA=1HEZET) 4/4 4/4
Mr. LI Xiaodong (appointed on 30 May 2019)
BIERTESE
Independent executive Directors
BEELAE 9/9 0/0
Mr. LONG Tao
RANIHEE 5/5 4/4
Mr. SONG Xiaojiang
2 - A4 7/7 2/2
Mr. LIU Erh Fei
BIRREE 9/9 0/0
Mr. LIU Tianni
HriE 1. BREARANAAEEE-—BHET= Notes: 1. Pursuant to Article 103 of the Articles of Association of the
fi - Z§$WT ﬁr§$AEu§ Company, where a Director is unable to attend the board
E%%ﬁé‘%%ﬁﬁt%%ﬁ%ﬁf%$ meetings due to certain cause, he may in writing appoint other
EH Director to attend the board meetings on his/her behalf.
2. PARHIELFEBTA - ARFIETT 2. Prior to the resignation of Mr. OTA Masanori, the Company held

TEREREEE -
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five board meetings.
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At the board meetings, the Board reviewed significant matters including
the Company’s annual and interim financial statements, annual budget,
proposals for final and interim dividends, annual report and interim report.
At least 14 days’ notice is given to all directors for all regular board
meetings and all directors are given the opportunity to include matters for
discussion in the agenda. The agenda and board papers for each meeting
are sent to all directors at least 3 days in advance of every regular board
meeting. All minutes of the board meetings are kept by the company
secretary and are available to all directors for inspection.

There is no material financial, business, family, or other relationship
between any two members of the Board.

COMPANY SECRETARY

Mr. LEI Bin and Mr. TUNG Tat Chiu Michael were appointed as company
secretaries for PRC and Hong Kong affairs respectively on 30 May 2019
and 28 April 1994. Mr. LEI Bin is a full time employee of the Company,
and works as a chief financial officer of the Group. He is familiar with the
daily routine of the Company.

Mr. TUNG Tat Chiu Michael is a practicing lawyer in Hong Kong and
the senior partner of Tung & Co., the Hong Kong legal adviser of the
Company, and a China Appointed Attesting officer. He holds a B.A.
degree in law and accounting from the University of Manchester, the
United Kingdom. He has over 20 years of experience as a practicing
lawyer in Hong Kong. Mr. TUNG is also the company secretary of a
number of companies listed in Hong Kong. Although Mr. TUNG is not an
employee of the Company, he has been appointed by the Board to advise
on legal and governance-related issues. The primary corporate contact
person of the Company is Mr. LEI Bin, the company secretary for the
PRC affairs.

As confirmed respectively by Mr. LEI Bin and Mr. TUNG Tat Chiu
Michael, they had taken the relevant professional trainings for no less
than 15 hours during the year of 2019.

CHAIRMAN AND GENERAL MANAGER

Mr. LUO Yuguang and Mr. HAYASHI Shuichi hold the positions of
Chairman of the Board and General Manager respectively, which are two
clearly separate positions.

The Chairman is responsible for leading, and overseeing the operations of
the Board, effectively planning the board meetings and ensuring that the
Board is acting in the best interests of the Company. The Chairman shall
proactively encourage directors to fully participate in the Board's affairs
and make contribution to the functions of the Board. The Board, under
the Chairman’s leadership, has adopted good corporate governance
practices and procedures and has taken appropriate steps to maintain
effective communication with the shareholders.
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The General Manager is responsible for managing the business of the
Company, as well as formulating and implementing the Company's
policies and is answerable to the Board in relation to the overall
management of the Company. The General Manager of the Company
works in close association with other executive directors and the
administration team of each core business division, ensuring the funding
requirements of the business of the Company are sufficiently met and
at the same time closely monitors the operation and financial results of
the Company according to business plans and budgets, and advises the
Board on matters in relation to the Company’s development. The General
Manager of the Company is required to keep close communication
with the Chairman and all directors to keep them fully informed of all
substantive matters relating to the Company’s business development,
and is also responsible for building and maintaining a highly efficient
administrative support team to support him to discharge the assigned
duties in this position.

DIRECTORS’ CONTINUING PROFESSIONAL
DEVELOPMENT PROGRAMME

Each newly appointed director is provided with necessary induction
and information to ensure that he has a proper understanding of the
Company's operations and businesses as well as his responsibilities
under the relevant statutes, laws, rules and regulations.

Directors’ training is an ongoing process. During the year, directors
are provided with monthly updates on the Company’s performance,
position and prospects to enable the Board as a whole and each director
to discharge their duties. In addition, all directors are encouraged to
participate in continuous professional development to develop and
refresh their knowledge and skills. The Company updates directors on
the latest development regarding the Listing Rules and other applicable
regulatory requirements from time to time, to ensure compliance and
enhance their awareness of good corporate governance practices.
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Directors

According to the records provided by the directors, a summary of the
trainings received by the directors for the year ended 31 December 2019

is as follows:

JL%E/EI#&E

EEE
Types of Training

BiTES

Executive Directors
BFHEEEEFR)

Mr. LUO Yuguang (Chairman)
MWE— k& (BIEF R RAGATE)

Mr. HAYASHI Shuichi (Vice Chairman and General Manager)

AIBE—BRAE
Mr. MAEGAKI Keiichiro
RNHAEREERZBE-NFALH=1HEHTE)
Mr. OTA Masanori (resigned on 30 May 2019)
PRl 75 2 o A (R =

FEEKHE

Mr. LI Juxing

(G

Mr. XU Song
PINREER=ZE—NEAA=1THEZE)
Mr. LI Xiaodong (appointed on 30 May 2019)

BIERTEE

Independent Non-executive Directors
EELAE

Mr. LONG Tao

KRNI

Mr. SONG Xiaojiang

Bl =Mk AE

Mr. LIU Erh Fei

BIRREHE

Mr. LIU Tianni

wa -
A EEENER/HFHER, R -
B. EMNER/SHHER SHELERRA

B

C. MEABMLE —MER EFERE LW
RAKEMEREERERMEROAT S
MRS R E AR

E—NEFE+A -+ NAEZE)
Mr. ADACHI Katsumi (appointed on 26 July 2019)

Notes:

A.

B.

AC

AC

AB.C
AC
AC

AC

Attending briefing sessions and/or seminars and/or forums.

Making speeches at briefing sessions and/or seminars and/or forums.

Reading seminar materials or magazines and updates relating to

economy, general business, directors’ responsibilities and the

Listing Rules or the latest development of other applicable regulatory
requirements.
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BOARD COMMITTEES

Three committees have been set up by the Board, namely, the
Nomination Committee, the Remuneration Committee and the
Audit Committee. The Board is responsible for discharging corporate
governance functions as set forth in the Corporate Governance Code.
Sufficient resources are provided to enable the board committees to
undertake their specific roles.

NOMINATION COMMITTEE

The Company established its nomination committee on 26 March 2012
with the terms of reference. The nomination committee is comprised of
four independent non-executive Directors (namely Mr. LONG Tao, Mr.
SONG Xiaojiang, Mr. LIU Tianni and Mr. LIU Erh Fei) and one executive
director (namely Mr. LUO Yuguang). Mr. LUO Yuguang, an executive
Director, serves as the chairman of the nomination committee, and
is responsible for the nomination of the Directors. The committee is
delegated by the Board to formulate the policies for the nomination of
Directors and establish the procedures for the nomination of Directors
and the standards for the selection and recommendation of Directors. It is
also responsible for the review of the structure, size and composition of
the Board and the assessment of the independence of the independent
non-executive Directors. Directors shall be elected at the shareholders’
general meeting for a term of three years. Upon expiry of the term, a
Director shall be eligible for re-election. Accordingly, all Directors are
appointed for a specific term. At the annual general meeting held on 30
May 2019, Mr. LI Xiaodong was appointed as an executive Director, and
Mr. OTA Masanori resigned as an executive Director on 30 May 2019.
At the extraordinary general meeting held on 26 July 2019, Mr. ADACHI
Katsumi was appointed as an executive Director.

The nomination committee held three meetings in 2019. It reviewed
the structure, number and composition of the Board, assessed the
independence of the independent non-executive Directors, and made
recommendations to the Board on appointment of Directors.
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The attendance record of the members of the nomination committee at
the meetings held in 2019 is set out below:

HEE FRRB

Attendance/Number of Meetings

BiTES
Executive Director
BFRAE

Mr. LUO Yuguang

BIAFRITES

Independent Non-executive Directors
BERLAE

Mr. LONG Tao

RNIHEE

Mr. SONG Xiaojiang

Bl REE

Mr. LIU Erh Fei

BIRR LA

Mr. LIU Tianni

REZBEWHN RAEARHEREENFKX
% ERBEEFEXNEZT(CBRNFE
BBTFRRE(BREAEREEA - BRIERMN
MREASBESNNTS L BZNESENES
ANE - EHEZABERENFAER 2%
SR ASSRYLETERNME - FHERT
SEEESE BEERRT  AELR K
e~ BN - BB AARRIRKERMRE
RN LR RIS NETRE MEE - A
REZGNRIBEBSTHE - T HTRIE -
REZEEMREELAFEEENESSED
B -

3/3

3/3
3/3
3/3

3/3

After discussing and understanding the demand for filling the vacancy for
directorship of the Company while balancing the board diversity policy,
the nomination committee identifies appropriate candidates for directors
through various channels (including in the Group, through the nomination
of shareholders and in the market out of the Group). After obtaining
the approval from the candidate on the nomination, the nomination
committee will assess his qualifications, academic degree, professional
ethics, relevant experience, skill, independence and whether he can
coordinate with the future development plan of the Company, devote
time and efforts in performing his duties and responsibilities as well as
the current structure of the board. The nomination committee will make
recommendations to the board on the appointment of a new director

after the completion of the assessment.
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REMUNERATION COMMITTEE

The Company established its remuneration committee on 20 April 2006.
The remuneration committee is comprised of four independent non-
executive Directors (namely Mr. LONG Tao, Mr. SONG Xiaojiang, Mr.
LIU Erh Fei and Mr. LIU Tianni) and one executive Director (namely Mr.
LUO Yuguang). The remuneration committee is chaired by Mr. SONG
Xiaojiang.

The main duties of the remuneration committee shall be: (a) to make
recommendations to the Board on the policy and structure for the
remuneration of all directors and senior management and on the
establishment of a formal and transparent procedure for developing
remuneration policy; (b) to review and approve the management's
remuneration proposals with reference to the Board's corporate goals
and objectives; (c)(i) to determine, with delegated responsibility, the
remuneration packages of individual executive Directors and senior
management; or (ii) to make recommendations to the Board on the
remuneration packages of individual executive Directors and senior
management; (d) to consider salaries paid by comparable companies,
time commitment and responsibilities and employment conditions
elsewhere in the group; (e) to review and approve the compensation
payable to executive Directors and senior management for any loss or
termination of their office or appointment to ensure that it is consistent
with contractual terms and is otherwise fair and not excessive; (f) to
review and approve compensation arrangements relating to dismissal or
removal of Directors for misconduct to ensure that they are consistent
with contractual terms and are otherwise reasonable and appropriate; and
(g9) to make recommendations to the board on the remuneration of non-
executive Directors.

The Company has adopted a model to make recommendations to the
Board on the remuneration package of individual executive Directors and
senior management.



JL%E-/D#E(I:

CORPORATE GOVERNANCE REPORT

BHE-T
EIEABZEHMARIIT

FHANARR)

Remuneration Bands (RMB)

—NET-A=T—HBIFE &

The remuneration of the members of the senior management by band for
the year ended 31 December 2019 is set out below:

0%250,000
250,0012350,000

Bat: LFAERENSMERABRNEEENE
ZUIMOES -

FHZEeR T NFRITTIREGH 5t
%i#ﬂﬁ%%% EARE S f
ERFITEERSREEA B EFHNFER

EXZgRLER  TIAFMZEEREN -
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Members

AB

Number of persons

0 to 250,000 6
250,001 to 350,000 1

Note: The members of the senior management disclosed above refer to those
employees other than directors and supervisors.

The remuneration committee held three meetings in 2019. It made
recommendations to the Board on the remunerations of the independent
non-executive directors and the specific remuneration packages of
individual executive directors and senior management. The attendance
record of the members of the remuneration committee at the meetings
held in 2019 is set out below:

HEE FRRAB

Attendance/Number of Meetings

BITES
Executive Director
BEFHFEE

Mr. LUO Yuguang

WIERTEE

Independent Non-executive Directors
G piva

Mr. LONG Tao

KRNI E(GFE)

Mr. SONG Xiaojiang (Chairman)

2 —REE

Mr. LIU Erh Fei

BIRRRE

Mr. LIU Tianni

3/3

3/3
3/3
3/3

3/3
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AUDIT COMMITTEE

The Company has established an audit committee with specific terms
of reference in accordance with the Listing Rules. The audit committee
is comprised of four independent non-executive Directors, who possess
appropriate commercial and financial skills and experience to understand
financial statements. The audit committee is chaired by Mr. SONG
Xiaojiang and other members are Mr. LONG Tao, Mr. LIU Erh Fei and Mr.
LIU Tianni.

The terms of reference of the audit committee include the duties to
recommend the engagement and replacement of external audit firms,
oversee the Company's internal auditing system and implementation,
verify the Company’s financial information and disclosure, examine
the Company's internal control system, and take charge and act as a
communication channel between internal and external auditors.

The audit committee held two meetings in 2019. It reviewed the final
results for 2018 and the interim results for 2019. The attendance record
of the members of the audit committee at the meetings in 2019 is set
out below:

241 HEE FERY
Members Attendance/Number of Meetings
WIERTESE

Independent Non-executive Directors

b 2/2
Mr. LONG Tao

RINTERE(FEE) 2/2
Mr. SONG Xiaojiang (Chairman)

BI=FRAEE 2/2
Mr. LIU Erh Fei

ZIRREE 2/2
Mr. LIU Tianni
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CORPORATE GOVERNANCE FUNCTION

The Board adopted the Terms of Reference for Corporate Governance
set out in Code D.3.1 of the Corporate Governance Code as the terms
of reference for the Board to perform their duties in relation to corporate
governance on 26 March 2012, which include developing and reviewing
the Company’s policies and practices on corporate governance and
making recommendations to the Board; reviewing and monitoring the
training and continuous professional development of directors and
senior management; reviewing and monitoring the Company’s policies
and practices on compliance with legal and regulatory requirements;
developing, reviewing and monitoring the code of conduct and
compliance manual (if any) for the Company’s employees and directors;
and reviewing the Company’s compliance with the Corporate Governance
Code and disclosure in the Corporate Governance Report.

During 2019, the Board has performed the corporate governance function
as mentioned above.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has the ultimate responsibility in overseeing the operation of
all business units under the Company’'s management. It shall appoint
suitable qualified personnel to serve on the boards of all subsidiaries
operating in key business areas, attending their board meetings to
oversee the operations of these companies. The management in each
business division is accountable for the operations and performance of
the business within its area of responsibility.

The Company’'s management has implemented a system of internal
control to provide reasonable assurance that the Group's assets are
safeguarded, proper accounting records are maintained, applicable laws
and regulations are complied with, reliable financial information are
provided for the Company’'s management for publication purposes and
investment and business risks affecting the Group are identified and
properly managed.

The Board is responsible to ensure a sound and effective risk
management and internal control system to safeguard investments of
Shareholders and assets of the Group and provide reasonable but not
absolute assurance against the risks of material misstatement or loss,
and to manage but not eliminate the risk of failure to achieve business
objectives.
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The Board review the effectiveness of risk management and internal
control systems of the Company and its subsidiaries at least once every
year. The scope of a review includes financial control, operation control,
compliance control and risks management functions. The Board will also
consider the adequacy of resources, staff qualification and experience,
training programs and budget of the Company’s accounting and financial
reporting function. As at 30 March 2020, the Board has completed the
aforementioned review for 2019 and the Board is of the view that the
Company’s risk management and internal control systems can properly
and effectively safeguard the investments of the Shareholders and the
assets of the Group.

INSIDE INFORMATION

With respect to the procedures and internal controls for the handling
and dissemination of inside information, the Company is aware of its
obligations under Part XIVA of the Securities and Futures Ordinance and
the Listing Rules and has established the inside information disclosure
policy with close regard to the “Guidelines on Disclosure of Inside
Information” issued by the Securities and Futures Commission.

DIRECTORS’ AND SUPERVISORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code"”) contained in Appendix
10 of the Listing Rules as the code of conduct regarding securities
transactions by Directors and supervisors. After specific enquiry with
all the Directors and supervisors of the Company, all Directors and
supervisors of the Company confirmed that they have completely
complied with the required standard set out in the Model Code
throughout 2019.

SUPERVISORY COMMITTEE

The supervisory committee is comprised of two members, one of whom
is a representative of the Shareholders (namely Ms. MIN Qing) and one
of whom is the representative of the staff and workers (namely Ms.
ZHANG Yongning). Mr. GUAN Jinming, the chairman of the Supervisory
Committee, resigned on 30 May 2018 and caused a temporary vacancy
for the position. In 2019, the supervisors of the Company exercised
their right of supervision in accordance with the laws to protect the
legal interests of the shareholders, the Company and the employees.
The details of the work of the Supervisory Committee are set out in the
Supervisory Committee's Report in this annual report.
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Supervisors

The Supervisory Committee held one meeting in 2019. The attendance
record of the members of the Supervisory Committee at the meetings in
2019 is set out below:

HEE FRRAB

Attendance/Number of Meetings

BRARHENES

Representatives of the Shareholders
BIE 2+

Ms. MIN Qing

BRIARHENES

Representative of the staff and workers
BMEER-F-NFARA=FHERL)
Mr. LEI Bin (resigned on 30 May 2019)
RKBELZL(R-FE-NEAA=1THEZE)

Ms. ZHANG Yongning (appointed on 30 May 2019)
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EXTERNAL AUDITORS

The external auditors currently appointed by the Company are the
Messrs. Deloitte Touche Tohmatsu Certified Public Accountants LLP
Chongging Branch and Messrs. Deloitte Touche Tohmatsu as its PRC and
international auditors respectively. The auditor do not take on non-audit
work that causes adverse effect on the independence or independent
standing of their audit function. The remuneration of the auditor is
disclosed in the financial statements.

DIRECTOR’S RESPONSIBILITIES IN RESPECT OF
FINANCIAL STATEMENTS

With the assistance of the accounting department, the Board is
responsible for preparing the financial statements for each financial year
and ensuring that, in preparing such financial statements, appropriate
accounting policies are adopted and applied and the PRC accounting
standards and systems and International Financial Reporting Standards
are observed, to give a true and fair view of the financial position and
operating results of the Company. The statement of the auditor about
their responsibilities on the Group's financial statements is set out in the
Independent Auditor's Report on pages 63 to 69.
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INVESTOR RELATIONS AND SHAREHOLDERS’
RIGHTS

After the announcement of the Company’s interim and annual financial
results, the Company has proactively arranged for briefing meetings for
people from the investment community at regular intervals, using the
opportunity to promote investor relations and two-way communication.
The Company, through the investor relations manager, responds to the
information requests and inquiries from the investment community.
The Company also publishes information such as the Company's
announcements and circulars on its website (www.qgingling.com.cn)
in a timely manner under the requirements of the Hong Kong Stock
Exchange.

The Company encourages shareholders to attend the annual general
meeting in which the Chairman and directors will answer questions
about the Company’s business raised by shareholders. The Company
distributes annual and interim reports to shareholders in a timely manner
for their inspection.

During the year, the Company has convened two general meetings. The
attendance record of directors at the general meetings is set out below:

= HEE BRRAERE
Attendance/

Directors Number of General Meetings

RiTESE

Executive Directors

BFEREEEEFER) 2/2

Mr. LUO Yuguang (Chairman)

MWE— A (BIEFR RAGHTE) 1/2

Mr. HAYASHI Shuichi (Vice Chairman and General Manager)

BIEEE—BBSE 0/2

Mr. MAEGAKI Keiichiro

RKAELEER-E-NFALA=1HEEE) 0/1

Mr. OTA Masanori (resigned on 30 May 2019)

PERCAER-E-—NFEAZ1TNHEZT) 171

Mr. ADACHI Katsumi (appointed on 26 July 2019)

FERLEE 2/2

Mr. LI Juxing

TRIASEE 2/2

Mr. XU Song

PINREFE(R-FE-—NFAA=1+HEZE) 2/2

Mr. LI Xiaodong (appointed on 30 May 2019)

WIERTESE

Independent Non-Executive Directors

BERLAE 2/2

Mr. LONG Tao

KRNIk 1/2

Mr. SONG Xiaojiang

B —REE 1/2

Mr. LIU Erh Fei

BIR(REAE 2/2

Mr. LIU Tianni
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CONSTITUTIONAL DOCUMENTS

The amendment to the articles of association were approved at the
extraordinary general meeting of the Company held on 12 December
2018, the amendment is mainly in respect of the change of the
Company's business scope. Approval has been obtained from the
relevant authorities of the PRC for this amendment during the year.

SHAREHOLDERS’ RIGHTS

Set out below is a summary of certain rights of the Shareholders of the
Company:

Convening of extraordinary general meeting on requisition by
shareholders

Pursuant to Article 80 of the Articles of Association of the Company,
two or more shareholders who hold an aggregate of 10% or more
of the shares carrying voting rights at the meeting proposed to be
held may, sign one or several written requisition in the same form
requesting the Board to convene an extraordinary general meeting of
shareholders or a class meeting of shareholders, specifying the objects
of the meeting. Upon the receipt of the aforesaid written request(s),
the Board shall convene an extraordinary general meeting or a class
meeting of Shareholders as soon as possible. The number of the shares
held as aforesaid shall be calculated based on these shares held by the
Shareholders as at the date of the written requisition.

Where the Board fails to give a notice convening the meeting within
thirty days upon the receipt of the aforesaid written requisition, the
requisitionists may themselves convene a meeting, within four months
upon the receipt of the said requisition by the Board. A meeting convene
by the requisitionists shall be convened in the same manner, as nearly as
possible, as that in which meetings are to be convened by the Board.

Any reasonable expenses incurred by the requisitionists by reason of
the failure of the Board duly convene a meeting, shall be borne by the
Company and be deducted from the amounts payable by the Company to
such directors who were in default.

Procedures for putting forward proposals at shareholders’ general
meetings by shareholders

The content of a proposal shall be a matter that should be determined
by shareholders’ general meeting, which shall have definite topics to be
discussed and specific matters for resolution and shall be in line with the
laws and administrative regulations.
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Shareholders that independently or collectively hold more than 3% of
shares in the Company may make a temporary proposal and submit
it to the convener(s) in written form ten days prior to a shareholders’
general meeting. The convener(s) shall give a supplementary notice of
shareholders’ general meeting to announce the content of the temporary
proposal within two days upon receipt of the proposal.

Except as provided in the preceding paragraph, after sending out a notice
of shareholders’ general meeting, the convener(s) shall not make any
amendments to the proposals included in the notice or add any new
proposals.

The procedures for shareholders to propose a person for election as a
director is made available in the website of the Company.

Procedures for directing shareholders’ enquiries to the board

Shareholders may at any time send their enquiries and concerns to the
Board of the Company in writing through Mr. LEI Bin, the company
secretary, whose contact details are as follows:

Mr. LEI Bin

Qingling Motors Co. Ltd

1 Xiexing Cun, Zhongliangshan, Jiulongpo District, Chongging,
the People’s Republic of China

E-mail : hk1122@gingling.com.cn

Tel : (86) 23-65264125

Fax : (86) 68830397

The Company Secretary shall forward the shareholders’ enquiries and
concerns to the Board and/or relevant board committees of the Company,
where appropriate, to answer the shareholders’ questions.

In 2020, the Company will continue to dedicate efforts into enhancing the
standard of its corporate governance according to the ongoing regulatory
changes, development trend of the Company, and feedback opinions
from shareholders, ensuring a stable and healthy growth for the Company
while adding value to shareholders.

By Order of the Board
LEI Bin
Company Secretary

Chongaing, the PRC
15 April 2020
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Independent Auditor's Report
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To the Shareholders of Qingling Motors Co., Ltd.

(a Sino-foreign joint venture joint stock limited company incorporated in
the People’'s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of Qingling
Motors Co., Ltd. (the “"Company”) and its subsidiaries (collectively
referred to as “the Group”) set out on pages 70 to 194 which comprise
the consolidated statement of financial position as at 31 December 2019,
and the consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

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 2019, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA") and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. 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 are independent of the Group in accordance with the HKICPA's Code
of Ethics for Professional Accountants (“the Code"”), and we have fulfilled
our other ethical responsibilities in accordance with the Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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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.

ESTIMATED WRITE-DOWN OF INVENTORIES

We identified the estimated write-down of inventories as a key audit
matter due to the management judgment required in the estimation
of the net realisable value, which is the estimated selling price in the
ordinary course of business, less estimated cost to be incurred to
completion and disposal.

As disclosed in the note 4 to the consolidated financial statements,
the Group had inventories of approximately RMB631,478,000 (net of
write-down for inventories of approximately RMB74,599,000) as at 31
December 2019. In determining the net realisable value, the management
of the Company considers the historical selling prices of similar products,
the current market conditions, forecast usage and sales volume of similar
products.

Our procedures in relation to the write-down of inventories included:

° Obtaining an understanding of the Group's forecast usage, selling
prices and sales volume of inventories which are used by the
management in the estimation of the net realisable value;

° Considering the selling prices and sales volume of inventories
during the year ended 31 December 2019 and subsequent to the
year end, on a sample basis, and comparing this information with
the Group's expected selling prices and sales volume of inventories
at year-end date;

° Challenging the assumptions of determining the estimated selling
prices and sales volume of forecast sales, on a sample basis, with
reference to the current market conditions and historical selling
prices and sales volume of similar products; and

o Comparing the cost of inventories at year-end date, on a sample
basis, with the estimated net realisable value and checking if
adequate write-down of inventories has been made.
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PROVISION FOR LITIGATION

We identified provision for litigation as a key audit matter due to the
uncertainty and judgement involved in assessment of the adequacy of
provision.

As disclosed in the notes 4 and 39 to the consolidated financial
statements, a provision for litigation of RMB137,633,000 has been
recognised as at 31 December 2019 in relation to a material legal
proceeding of the Company initiated by a bank in respect of a financial
credit agreement entered into between a customer of the Company and
the bank. An additional provision of RMB57,633,000 has been recognised
during the year ended 31 December 2019.

In determining the provision for litigation, the directors of the Company
reviewed all the relevant documents and contracts in relation to this
litigation, the court judgment and appeal judgment dated 14 May 2018
and 2 August 2019 respectively. Besides, the directors of the Company
also consider the possible timing and cash outflows for the litigation
and the opinion of the Company’s external PRC legal adviser. Details of
the uncertainty and judgement are set out in note 4 while details of this
litigation and provision therefor are also set out in note 39.

Our procedures in relation to the provision for litigation included:

o Understanding the judgment adopted by the directors of the
Company in determining the provision for litigation;

° Obtaining and reviewing all the relevant documents and contracts,
the court judgment, appeal judgment and the opinion of the
Company's external PRC legal adviser about the basis of the
provision for litigation; and

° Evaluating the reasonableness of the judgments adopted by the
directors of the Company and the adequacy of the provision for
litigation and appropriateness of disclosures in the consolidated
financial statements.
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OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises the information included in the annual
report, but does not include 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 HKFRSs issued by the HKICPA 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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Independent Auditor's Report

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 solely to you, as a body, in accordance
with our agreed terms of engagement, 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 HKSAs 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 HKSAs, we exercise professional
judgment and maintain professional skepticism throughout the audit. We
also:

° 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.

° 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.

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

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that
we identify during our audit.

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

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

The engagement partner on the audit resulting in the independent
auditor’s report is KaLa Man.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

15 April 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

BE T NF+ - HA=+—HIFE
For the Year ended 31 December 2019

E HE
ZE-hE —E-N\F
+=ZB=+—-HB +=-A=+—H
LLEE HFE
Year ended Year ended
31 December 31 December
2019 2018
J(0k23 ARETFT ARETFT
Notes RMB’000 RMB'000
1§~ Revenue ) 4,723,287 5,253,252
SHERAR Cost of sales (3,874,794) (4,253,332)
E7 Gross profit 848,493 999,920
HA A Other income 258,572 285,060
BHEEEEEATH Impairment losses under expected
REE BN EE) credit loss model, net of reversal 7 (2,952) (1,210)
HiFIG RIBLFE Other gains and losses, net (2,848) (12,973)
D3R S E AR Distribution and selling expenses (229,820) (236,649)
EBRER Administrative expenses (201,713) (262,824)
MrEA Research expenses (212,829) (187,923
BIRS AR Finance costs (498) S
FAARE Provision for litigation 39 (57,633) (80,000)
DEEE D RDREF Share of result of an associate 384 539
DMEBERREE Share of results of joint ventures 4,838 26,229
[S3i 0] Profit before tax 10 403,994 530,169
FTERiX Income tax expense 8 (47,712) (68,654)
FERRTIR Profit and total comprehensive
FefEka income for the year 356,282 461,515
THATEEERRTIR Profit and total comprehensive
FeEka - income for the year attributable
to:
RARIEREE A Owners of the Company 345,308 453,772
FEIE RS Non-controlling interests 10,974 7,743
356,282 461,515
BREAZF| Basic earnings per share 15 RMBO0.14 RMBO0.18
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Consolidated Statement of Financial Position

#

P_E-NFFA=1—HIFE

At 31 December 2019

RIE—RE HRZZT-N\F
+=ZB=+—-HB +=-A=+—H
At 31 December At 31 December

2019 2018
=3 AREFT AREFT
Notes RMB’000 RMB'000
FERENEE Non-current assets
M - BE REE Property, plant and equipment 16 811,797 750,856
FRHEEE Right-of-use assets 17 109,882 =
B LiiHe Prepaid lease payments 18 = 36,677
REME Investment properties 19 41,848 28,901
ﬁﬁ? BE Intangible assets 20 261,299 265,574
MBS DT 2R Interest in an associate 21 8,185 7,801
REERRZERE Interests in joint ventures 22 492,071 501,768
ERENEEE Deferred tax assets 23 21,991 23,384
THER Time deposits 26 101,454 =
TRME - BEREEZERS Deposit paid for property, plant
and equipment 11,803 -
1,860,330 1,614,961
mEEE Current assets
FE Inventories 24 631,478 652,059
FEWERFR - BRI R Trade, bills and other receivables
H b JE WK IE R TB A FRIE and prepayments 25 2,299,901 2,756,258
B LiiEE Prepaid lease payments 18 = 1,383
TEHITER Time deposits 26 4,152,983 1,134,314
XRHRITEE A Restricted bank balances 27 137,633 79,999
RITHER - ROEHRERS Bank deposits, bank balances and
cash 27 1,909,323 4,654,277
AR EIRIR Tax recoverable 3,966 =
9,135,284 9,278,290
mBRE Current liabilities
JEUIR - ERIZIR R E M ENFIA Trade, bills and other payables 28 2,155,273 2,169,853
HEAR Lease liabilities 31 29,359 =
%ﬁlﬁﬁta Tax liabilities 3,188 9,848
EHEE Contract liabilities 29 438,023 418,380
REAR Refund liabilities 30 83,611 84,316
EiENG ] Provision for litigation 39 137,633 =
2,847,087 2,682,397
mEEERH Net current assets 6,288,197 6,595,893
HEERTDAR Total assets less current liabilities 8,148,527 8,210,854
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BE T NF+ - HA=+—HIFE
At 31 December 2019

RZE—NE RIT)N\F
+=A=+-B +-A=+-~
At 31 December At 31 December

2019 2018
J(0k23 AREFT ARETFT
Notes RMB’000 RMB'000
AR &R Capital and reserves
B Share capital 32 2,482,268 2,482,268
BRASHE R Share premium and reserves 5,279,750 5,331,605
KA EmER AR ER Equity attributable to owners of
the Company 7,762,018 7,813,873
IR Non-controlling interests 318,832 310,241
nann Total equity 8,080,850 8,124.114
FEnBAR Non-current liabilities
BN Deferred income — governments
— R grants 33 8,694 6,740
HEAR Lease liabilities 31 58,983 =
FEARTER Provision for litigation 39 = 80,000
67,677 86,740
8,148,527 8,210,854

FI0EEB 1M ZERAMBHRERN—

A1 AEE S LREET I[EHT@J%%

REREE
FEE EF
FPR EF
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The consolidated financial statements on pages 70 to 194 were approved
and authorised for issue by the Board of Directors on 15 April 2020 and
are signed on its behalf by:

Li Juxing DIRECTOR
Li Xiaodong DIRECTOR
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Consolidated Statement of Changes in Equity

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

n‘/-_ﬁ

FLTNRENEARES
Equity attributable to owners of the Company
EOEE EEOER R
B REER EXLHL Statutory Discretionary  {RERAI Non-  E&HE
Share Share Capital surplus surplus  Retained @it controlling Total
capital  premium reserve reserve fund reserve fund profits Total  interests equity
ANREFT AREFT AREFT AREFT AREFT ARETr AREFT ARETT ARETR
AMB000  RMBOOO  RMBOOO  AMBO00  RMBO0O  AMB000  AMBOO0  AMBO0O  AMB000
W) R R
Note) ~ (Note 12) (Note 13)
R=E-\F-A—-H At 1 January 2018 2482268 1,764,905 572,239 1,098,315 2347 1838229 7758303 304544 8062847
EnEHRizaEhE Profit and total comprehensive income
for the year - - - - - 453,772 453,172 7,743 461,515
ERAR Appropriation for the year - - - 44,865 - [44865) - - -
BRIRIAZE—LFRE 2017 final dividend recognised and
k&1 paid fnote 14) S = - = - (397163 (397,163) - (397163
~EMBRAEEIEREE  Dividend paid by a subsidiary to its non-
%ika controling shareholder 5 5 = - 5 5 = 2,046) (2,046)
“FAELFAHALFRE  Loss on merger of a busingss
PRAAREERELE  contributed by the Company's
RUMGCEEENER ultimate holding company and
W2 substantial shareholder by a joint
venture (note 22) - - (1,039) - - - (1,039) - (1,039)
RZB—-\ETZA=1T-H At31 December 2018 2482268 1,764,905 571,200 1143180 2347 1849973 7813873 310241 8124114
EnEHRGAENE Profit and total comprehensive income
for the year - - - - - 345,308 345,308 10,974 356,282
EEAR Appropriation for the year 5 5 = 33716 - (33716) - - -
FHZZ-\ERERE 2018 final dividend recognised and
(Hizt1g) paid fnote 14) - = - - - (397163 (397,163) - (397163
—FHBRRRESEERRE  Dividend paid by a subsidiary to
IS its non-controlling shareholder S S = S S S = 2,383 2,383
RZE-NETZA=T—H  At31 December 2019 2482268 1764905 571,200 117689 2347 1764402 7762018 318832 8,080,830
Kt - Note:
BRAESFEE—EARMK572,206,0007T(= The capital reserve mainly includes an amount of RMB572,206,000 (2018:

Z—N\F: AR¥572,206,00070)7%8 * VEE
BETERMAERZEARREKIATHERA
HEEARAR(ESRER]  DAEEHFRE
BAR)RERAEBRAFBARNRANEE
FEMEA—NANNFEEAN—ID @ LBEAR
AR B FrE%171,500,000,000 R E B A R
1,500,000,0007T 2 FBH D o

RMB572,206,000) which represents the excess of the value of the net assets
immediately before the establishment of the Company injected into the
Company by B# /75 (5£E)FR 2 F("Qingling Group” - ultimate holding
company of the Group) and E#:/TE B A7) as part of the reorganisation in
1994 which was approved by the State Administration of State-owned Assets,
over the nominal value of 1,500,000,000 shares issued upon establishment of
the Company of RMB1,500,000,000.

B8R A AR A R] Qingling Motors Co. Ltd

73



n‘/-ﬁ IE-@U“:E%E

Consolidated Statement of Cash Flows

BE_FT—NF+-—_HA=+—HIFFEZE
For the year ended 31 December 2019

BEZB-NE HE_T/\F
+=A=t+—-B t-A=1+—H

LLEE LFE
Year ended Year ended
31 December 31 December
2019 2018
ARETFT ARETFT
RMB’000 RMB'000
BEXE OPERATING ACTIVITIES
BR TR A Profit before tax 403,994 530,169
EIEFHE Adjustments for:
IR I Finance costs 498 =
*‘JEH&U\ Interest income (192,206) (191,996)
DB E N R EE Share of result of an associate (384) (539)
BAEARBRANRET Share of results of joint ventures (4,838) (26,229)
BRI Government grants recognised (446) =
FEWER R EoAt FE M B R E S 18 Impairment loss on trade and other
receivables 2,952 1,210
WE - BERRETE Depreciation of property, plant and
equipment 39,773 46,007
FREEENE Depreciation of right-of-use assets 5,923 =
BV EEEH Amortisation of intangible assets 35,362 27,080
BRI S Release of prepaid lease payments - 1,383
REMENE Depreciation of investment properties 2,465 2,016
HEWE « BREREH 2 (Wes) (Gain) loss on disposal of property, plant
BEFE and equipment, net (738) 3,779
P 5 a5 F 58 Net foreign exchange gain (329) (624)
BEACHABICEEERTER Operating cash flows before movements in
working capital 292,026 392,256
FEEMNOED) Decrease (increase) in inventories 20,581 (19,070)
FEBRTK - EIEE R R FIE & Decrease in trade, bills and other receivables
BTSRRI N and prepayments 424,664 207,631
SR ISR TAE BRI N Increase in restricted bank balances (57,634) =
ERBRE - ENEE R EMEN TR Decrease in trade, bills and other payables (7,147) (82,593)
AR B EEM Increase in contract liabilities 19,643 46,196
REBBERD Decrease in refund liabilities (705) (7,305)
SFrEA I AN Increase in provision for litigation 57,633 80,000
IREEIEE fﬁfi} Cash generated from operations 749,061 617,115
AR PTSRE0E Income taxes paid (56,945) (71,966)
BEXBMEHALPHE NET CASH FROM OPERATING ACTIVITIES 692,116 545,149

74 %R 2019 ANNUAL REPORT



n‘/-.ﬁ IE:%/)H:E%%

Consolidated Statement of Cash Flows

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

BEZB-NE HE_T/\F
+=A=t+—-B t-A=1+—H

ILEE LFE
Year ended Year ended
31 December 31 December
2019 2018
ARBFT AREFT
RMB’'000 RMB'000
REXH INVESTING ACTIVITIES
FAEBFER Placement of time deposits (7,462,857) (1,606,423)
REUE TR Withdrawal of time deposits 4,366,423 1,820,554
W% - BE MR Acquisition of property, plant and equipment (122,187) (51,269)
WEENEE Acquisition of intangible assets (24,412) (94,148)
WHE —BAETERNRE Dividends received from a joint venture 36,738 =
FBEMA Interest received 168,517 186,753
HEWE « BE REEEFIE Proceeds on disposal of property, plant and
equipment 2,838 975
L EABE R C WA Government grants received related to
assets 2,400 1,080
REXERSFR)RELBH NET CASH (USED IN) FROM INVESTING
ACTIVITIES (3,032,540) 257,522
MEES FINANCING ACTIVITIES
ERRE Dividends paid (397,163) (397,163)
BEN—REHBA TR IEERARRAR S Dividends paid to a non-controlling
shareholder of a subsidiary (2,383) (2,046)
HEABER Repayments of lease liabilities (4,815) =
TRFISER Payments of interest expense (498) =
MEXBRAREPHE NET CASH USED IN FINANCING
ACTIVITIES (404,859) (399,209)
HeRASSEMEL)EMSEH NET (DECREASE) INCREASE IN CASH
AND CASH EQUIVALENTS (2,745,283) 403,462
R—B—AZHRERBALEED CASH AND CASH EQUIVALENTS AT 1
JANUARY 4,654,277 4,250,191
DSMERER @ RRCEREDNTE Effects of exchange rate changes on
the balance of cash held in foreign
currencies 329 624
R+-RA=+—HZB&RREEEN CASH AND CASH EQUIVALENTS AT 31
EPSRITER BITHBERAS DECEMBER,
represented by bank deposits, bank
balances and cash 1,909,323 4,654,277

B8R A AR A R] Qingling Motors Co. Ltd

75



76

e PR RR M T

Notes to the Consolidated Financial Statements

BE_FT—NF+-—_HA=+—HIFFEZE
For the year ended 31 December 2019
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1. GENERAL

Qingling Motors Co., Ltd. (the “Company”) is a sino-foreign joint venture
joint stock limited company incorporated in the People’s Republic of
China (the "PRC") with limited liability and its shares are listed on The
Stock Exchange of Hong Kong Limited. The address of the registered
office and principal place of business of the Company is 1 Xiexing
Cun, Zhong Liang Shan, Jiu Long Po District, Chongqing, the PRC. The
principal activities of the Company and its subsidiaries (the “Group”)
are the production and sale of Isuzu light-duty trucks, multi-purposes
vehicles, pick-up trucks, medium and heavy-duty trucks and automobile
parts, accessories and others.

The parent and ultimate holding company of the Company is Qingling
Group (a state-owned enterprise established in Chongging, the PRC).

The consolidated financial statements are presented in Renminbi (“RMB")
which is also the functional currency of the Company and its subsidiaries.

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

New and Amendments to HKFRSs that are mandatorily effect for
the current year

The Group has applied the following new and amendments to HKFRSs
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") for the first time in the current year:

HKFRS 16 Leases

HK(IFRIC) - Int 23 Uncertainty over Income Tax
Treatments

Amendments to HKAS 19 Plan Amendment, Curtailment or
Settlement

Long-term Interests in Associates and
Joint Ventures

Annual Improvements to HKFRSs
2015-2017 Cycle

Amendments to HKAS 28

Amendments to HKFRSs

Except as described below, the application of the new and amendments
to HKFRSs in the current year has had no material impact on the Group's
financial positions and performance for the current and prior years and/or
on the disclosures set out in these consolidated financial statements.
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (CONTINUED)

New and amendments to HKFRSs that are mandatorily effect for the
current year (Continued)

2.1 HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current year.
HKFRS 16 superseded HKAS 17 Leases (“HKAS 17"), and the related
interpretations.

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to
contracts that were previously identified as leases applying HKAS 17
and HK(IFRIC)-Int 4 Determining whether an Arrangement contains a
Lease and not apply this standard to contracts that were not previously
identified as containing a lease. Therefore, the Group has not reassessed
contracts which already existed prior to the date of initial application.

For contracts entered into or modified on or after 1 January 2019,
the Group applies the definition of a lease in accordance with the
requirements set out in HKFRS 16 in assessing whether a contract
contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with the cumulative
effect recognised at the date of initial application, 1 January 2019.

As at 1 January 2019, the Group recognised lease liabilities and right-of-
use assets at amounts equal to the related lease liabilities adjusted by
any prepaid lease payments by applying HKFRS 16.C8(b)(ii) transition. Any
difference at the date of initial application is recognised in the opening
retained profits and comparative information has not been restated.

When applying the modified retrospective approach under HKFRS 16 at
transition, the Group applied the following practical expedients to leases
previously classified as operating leases under HKAS 17, on lease by-
lease basis, to the extent relevant to the respective lease contracts:
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2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs that are mandatorily effect for the
current year (Continued)

2.1 HKFRS 16 Leases (Continued)
As a lessee (Continued)

relied on the assessment of whether leases are onerous by
applying HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets as an alternative of impairment review; and

ii. elected not to recognise right-of-use assets and lease liabilities for
leases with lease term ends within 12 months of the date of initial
application.

When recognising the lease liabilities for leases previously classified as
operating leases, the Group has applied incremental borrowing rates of
the relevant group entity at the date of initial application. The weighted
average incremental borrowing rate applied is 4.9%.

—E-NEF
—A—H
At 1 January
2019
RMB’000
72018512 A31 BHRER 2 48 &0 9 Operating lease commitments disclosed as at 31
December 2018 40,094
ZEEEEERNETR 2 HERE Lease liabilities discounted at relevant incremental
borrowing rate 34,975
B R - HHEE Less: Recognition exemption — short-term leases (29,309)
AITREE A E-HESRNERERBH Practical expedient — leases with lease term
RE12EARERZEE ending within 12 months from the date of
initial application (1,311)
—NF—A—HEEATBWBHRE Lease liabilities relating to operating leases recognised
/EE‘J%%%%{%EEE 2 EETRAMERE 2 upon application of HKFRS 16 as at 1 January 2019
HEARE 4,355
K= Analysed as
mE Current 2,570
FERED Non-current 1,785
4,355
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs that are mandatorily effect for the
current year (Continued)

2.1 HKFRS 16 Leases (Continued)
As a lessee (Continued)

The carrying amount of right-of-use assets held for own use and to earn

BEEZREEBRSNAT rentals as at 1 January 2019 comprises the following:
CREEE
Right-of-use assets
Hist AREFT
Note RMB’000

BEAEBU SRS ERE 16 ER Right-of-use assets relating to operating leases recognised

RERNBH 2 AEEE upon application of HKFRS 16 4,355
HENEEREEN DR Reclassified from prepaid lease payments (a) 38,060
B BIERENETANFRREE Less: Right-of-use assets included in investment properties (a) (15,412)
27,003

(a) EPlz*ai%ii‘uﬂﬁﬁﬁwmms@2ﬂ31
R EAENMEENE - BEASENS
ﬁi AR FE 165 - BNHEEKIERENE
7 RIEEVEAEL 9 5 Bl A A K ¥ 1,383,000
m%MEM% 677,0007T - HP ARK
22,648,000 LEF D HEEFAEEE - AR

%5 412,000 EF D EEREYE -

Note:

(a) Upfront payments for leasehold land in the PRC were classified as
prepaid lease payments as at 31 December 2018. Upon application
of HKFRS 16, the current and non-current portion of prepaid lease
payments amounting to RMB1,383,000 and RMB36,677,000,
respectively, were reclassified to right-of-use assets and investment
properties of RMB22,648,000 and RMB 15,412,000 respectively.
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2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs that are mandatorily effect for the
current year (Continued)

2.1 HKFRS 16 Leases (Continued)
As a lessor

In accordance with the transitional provisions in HKFRS 16, the Group is
not required to make any adjustment on transition for leases in which the
Group is a lessor but account for these leases in accordance with HKFRS
16 from the date of initial application and comparative information has not
been restated.

Application of HKFRS 16 as a lessor has had no material impact on the
Group's consolidated statement of financial position as at 1 January 2019
and 31 December 2019 and its consolidated statement profit or loss and
other comprehensive income and cash flow for the current year.

There was no significant impact of transition to HKFRS 16 on retained
profits at 1 January 2019.

HEIF—T—NF— A —BRGREMEIRRER The following adjustments were made to the amounts recognised in the
ERREBEELUTHARE - RXE(EFENT consolidated statement of financial position at 1 January 2019. Line items
BEEA that were not affected by the changes have not been included.
R-E—hF—B—
—N\&F+=H AAiEEMERESE
FisE =t+—HAHREZ AR BE165%Z
Carrying amounts Carrying
previously amounts under
reported at 31 HKFRS 16 at
Notes December 2018 Adjustments 1 January 2019
AREFT AREFT AR®TR
RMB'000 RMB'000 RMB’000
FERBEE Non-current Assets
B TS Prepaid lease payments (a) 36,677 (36,677) =
REME Investment properties (c) 28,901 15,412 44,313
EREEE Right-of-use assets (a), (b), (c) = 27,003 27,003
mEEE Current Assets
BT ES Prepaid lease payments (a) 1,383 (1,383) -
mEARE Current Liabilities
HEAR Lease liabilities (b) - 2,570 2,570
FREBARE Non-current Liabilities
HEAR Lease liabilities (b) - 1,785 1,785
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs that are mandatorily effect for the
current year (Continued)

2.1 HKFRS 16 Leases (Continued)

As a lessor (Continued)

Notes:

(a) The adjustments are made to reclassify the non-current and current
portion of prepaid lease payments to right-of-use assets upon adoption
of HKFRS 16.

(b) The adjustments are made to recognise right-of-use assets and lease

liabilities relating to operating leases upon the adoption of HKFRS 16.

(c) The adjustments are made to reclassify the right-of-use assets that
meet the definition of investment property to investment properties
upon the adoption of HKFRS 16.

New and amendments to HKFRSs in issue but not yet effective

The Group has not early applied the following new and amendments to
HKFRSs that have been issued but are not yet effective:

HKFRS 17 Insurance Contracts’

Amendments to HKFRS 3 Definition of a Business?

Amendments to HKFRS 10 and
HKAS 28

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture3

Amendments to HKAS 1
and HKAS 8

Definition of Material*

Amendments to HKFRS 9, HKAS Interest Rate Benchmark Reform*
39 and HKFRS 7
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2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs in issue but not yet effective
(Continued)

! Effective for annual periods beginning on or after 1 January 2021.

e Effective for business combinations and asset acquisitions for which the
acquisition date is on or after the beginning of the first annual period
beginning on or after 1 January 2020.

o Effective for annual periods beginning on or after a date to be
determined.
4 Effective for annual periods beginning on or after 1 January 2020.

In addition to the above new and amendments to HKFRSs, a revised
Conceptual Framework for Financial Reporting was issued in 2018. Its
consequential amendments, the Amendments to References to the
Conceptual Framework in HKFRS Standards, will be effective for annual
periods beginning on or after 1 January 2020.

Except for the amendments to HKFRSs and the revised Conceptual
Framework for Financial Reporting mentioned below, the directors of the
Company anticipate that the application of all other new and amendments
to HKFRSs will have no material impact on the consolidated financial
statements in the foreseeable future.

Amendments to HKAS 1 and HKAS 8 Definition of Material

The amendments provide refinements to the definition of material by
including additional guidance and explanations in making materiality
judgments. In particular, the amendments:

° include the concept of “obscuring” material information in which
the effect is similar to omitting or misstating the information;

o replace threshold for materiality influencing users from “could
influence” to “could reasonably be expected to influence”; and

° include the use of the phrase “primary users” rather than simply
referring to “users” which was considered too broad when
deciding what information to disclose in the financial statements.



2. ERERMEBEEN(ER
P35 455 28 Al |) 2 $ART R AERT
% ()

BRAEARE MO REETE MBS
4R (1)

AZEERERBUHRESEANNEERE B
THEARER —T_TF—A—BRHKRNEF
JE BRI SR B R - TRHIE AR EET TR H A
SENBMBRR R RFIEKE %% HERTBE
FTENGAVBERRTNEI RE -

“E- N\ FEMBREBRSERERD K
RN BEREENBSIERZEEA]

FHEZR -

o  EHMSIAEERBEEFR

o SIAMBENREHMHMEETE LA
REBRRNERERFEZNMAGTE
F EYEBNEESBEEESTAZ
TR

o WBERARBENFENE A
R EEERRERETEEER
HERIMES]

o EHMBRANIBFAEBREREHE
¥ EERERER TS @EREMERH
WA - RERREEXAEREZSMA
EERBRASAX : &

o FIWMAFEEM - ARILFER -
BEBRRAFHB®RE -

SRFEA

EFLREER - 5 TEEMFREEA
SEREHDMER - METEEVHREE
AMDAE2EZERNERRAE - ZFEFTR
—E_TE-R-RARZERARZFEHR
X RINARSEZER ?EH‘JH&$Z%E/EE“J
5 $%Hﬁ5¢ﬁ$xﬁlﬁﬁlﬁfﬂ%%ﬁﬁ LEE
FIRE - BRIREEREHEAREZRS
EMEIFR -

n‘/-ﬁ 7f ?#ﬁ% |§ﬁ ;E

Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

New and amendments to HKFRSs in issue but not yet effective
(Continued)

The amendments also align the definition across all HKFRSs and will
be mandatorily effective for the Group’s annual period beginning on 1
January 2020. The application of the amendments is not expected to
have significant impact on the financial position and performance of the
Group but may affect the presentation and disclosures in the consolidated
financial statements.

Conceptual Framework for Financial Reporting 2018 (the “New
Framework”) and the Amendments to References to the Conceptual
Framework in HKFRS Standards

The New Framework:
o reintroduces the terms stewardship and prudence;

o introduces a new asset definition that focuses on rights and a new
liability definition that is likely to be broader than the definition it
replaces, but does not change the distinction between a liability
and an equity instrument;

o discusses historical cost and current value measures, and provides
additional guidance on how to select a measurement basis for a
particular asset or liability;

° states that the primary measure of financial performance is
profit or loss, and that only in exceptional circumstances other
comprehensive income will be used and only for income or
expenses that arise from a change in the current value of an asset
or liability; and

° discusses uncertainty, derecognition, unit of account, the reporting
entity and combined financial statements.

Consequential amendments have been made so that references in
certain HKFRSs have been updated to the New Framework, whilst some
HKFRSs are still referred to the previous versions of the framework.
These amendments are effective for annual periods beginning on or
after 1 January 2020. Other than specific standards which still refer to
the previous versions of the framework, the Group will rely on the New
Framework on its effective date in determining the accounting policies
especially for transactions, events or conditions that are not otherwise
dealt with under the accounting standards.
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3. SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA. In addition, the consolidated
financial statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange of Hong Kong
Limited (“Listing Rules"”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis at the end of each reporting period, as explained in
the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration
given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at
the measurement date. Fair value for measurement and/or disclosure
purposes in these consolidated financial statements is determined on
such a basis, except for share-based payment transactions that are within
the scope of HKFRS 2 Share-based Payment, leasing transactions that
are within the scope of HKFRS 16 (since 1 January 2019) or HKAS 17
(before application of HKFRS 16), and measurements that have some
similarities to fair value but are not fair value, such as net realisable value
in HKAS 2 /nventories or value in use in HKAS 36 /mpairment of Assets.

In addition, for financial reporting purposes, fair value measurements are
categorised into Level 1, 2 or 3 based on the degree to which the inputs
to the fair value measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which are described as
follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets
for identical assets or liabilities that the entity can access at the
measurement date;

o Level 2 inputs are inputs, other than quoted prices included within
Level 1, that are observable for the asset or liability, either directly

or indirectly; and

° Level 3 inputs are unobservable inputs for the asset or liability.
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For the year ended 31 December 2019

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

The principal accounting policies are set out as below.
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company and
its subsidiaries. Control is achieved when the Company:

° has power over the investee;

° is exposed, or has rights, to variable returns from its involvement
with the investee; and

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the
three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses control of the subsidiary.
Specifically, income and expenses of a subsidiary acquired or disposed
of during the year are included in the consolidated statement of profit
or loss and other comprehensive income from the date the Group gains
control until the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are attributed
to the owners of the Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed to the owners of the
Company and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in line with the Group's
accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group are
eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from
the Group's equity therein, which represent present ownership interests
entitling their holders to a proportionate share of net assets of the
relevant subsidiaries upon liquidation.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments in associates and joint ventures

An associate is an entity over which the Group has significant influence.
Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint
control over those policies.

A joint venture is a joint arrangement whereby the parties that have
joint control of the arrangement have rights to the net assets of the joint
arrangement. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing control.

The results and assets and liabilities of associates and joint ventures are
incorporated in these consolidated financial statements using the equity
method of accounting. The financial statements of associates and joint
ventures used for equity accounting purposes are prepared using uniform
accounting policies as those of the Group for like transactions and events
in similar circumstances. Under the equity method, an investment in
an associate or a joint venture is initially recognised in the consolidated
statement of financial position at cost and adjusted thereafter to
recognise the Group's share of the profit or loss and other comprehensive
income of the associate or joint venture. Changes in net assets of the
associate/joint venture other than profit or loss and other comprehensive
income are not accounted for unless such changes resulted in changes in
ownership interest held by the Group. When the Group’s share of losses
of an associate or joint venture exceeds the Group's interest in that
associate or joint venture (which includes any long-term interests that,
in substance, form part of the Group’s net investment in the associate
or joint venture), the Group discontinues recognising its share of further
losses. Additional losses are recognised only to the extent that the Group
has incurred legal or constructive obligations or made payments on behalf
of the associate or joint venture.

An investment in an associate or a joint venture is accounted for using
the equity method from the date on which the investee becomes an
associate or a joint venture. On acquisition of the investment in an
associate or a joint venture, any excess of the cost of the investment
over the Group's share of the net fair value of the identifiable assets and
liabilities of the investee is recognised as goodwill, which is included
within the carrying amount of the investment. Any excess of the Group’s
share of the net fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised immediately in
profit or loss in the period in which the investment is acquired.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments in associates and joint ventures (Continued)

The Group assesses whether there is an objective evidence that the
interest in an associate or a joint venture may be impaired. When any
objective evidence exists, the entire carrying amount of the investment
(including goodwill) is tested for impairment in accordance with HKAS 36
as a single asset by comparing its recoverable amount (higher of value
in use and fair value less costs of disposal) with its carrying amount.
Any impairment loss recognised is not allocated to any asset, including
goodwill, that forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of the investment
subsequently increases.

When the Group ceases to have significant influence over an associate
or joint control over a joint venture, it is accounted for as a disposal of
the entire interest in the investee with a resulting gain or loss being
recognised in profit or loss. When the Group retains an interest in the
former associate or joint venture and the retained interest is a financial
asset within the scope of HKFRS 9 Financial Instruments, the Group
measures the retained interest at fair value at that date and the fair value
is regarded as its fair value on initial recognition. The difference between
the carrying amount of the associate or joint venture, and the fair value
of any retained interest and any proceeds from disposing of the relevant
interest in the associate or joint venture is included in the determination
of the gain or loss on disposal of the associate or joint venture. In
addition, the Group accounts for all amounts previously recognised in
other comprehensive income in relation to that associate or joint venture
on the same basis as would be required if that associate or joint venture
had directly disposed of the related assets or liabilities. Therefore, if a
gain or loss previously recognised in other comprehensive income by that
associate or joint venture would be reclassified to profit or loss on the
disposal of the related assets or liabilities, the Group reclassifies the gain
or loss from equity to profit or loss (as a reclassification adjustment) upon
disposal/partial disposal of the relevant associate or joint venture.

The Group continues to use the equity method when an investment in
an associate becomes an investment in a joint venture or an investment
in a joint venture becomes an investment in an associate. There is no
remeasurement to fair value upon such changes in ownership interests.

When the Group reduces its ownership interest in an associate or a
joint venture but the Group continues to use the equity method, the
Group reclassifies to profit or loss the proportion of the gain or loss
that had previously been recognised in other comprehensive income
relating to that reduction in ownership interest if that gain or loss would
be reclassified to profit or loss on the disposal of the related assets or
liabilities.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments in associates and joint ventures (Continued)

When a group entity transacts with an associate or a joint venture of
the Group, profits and losses resulting from the transactions with the
associate or joint venture are recognised in the Group’s consolidated
financial statements only to the extent of interests in the associate or
joint venture that are not related to the Group.

Revenue from contracts with customers

The Group recognises revenue when (or as) a performance obligation
is satisfied, i.e. when “control” of the goods or services underlying the
particular performance obligation is transferred to the customer.

A performance obligation represents a good or service (or a bundle of
goods or services) that is distinct or a series of distinct goods or services
that are substantially the same.

Control is transferred over time and revenue is recognised over time by
reference to the progress towards complete satisfaction of the relevant
performance obligation if one of the following criteria is met:

o the customer simultaneously receives and consumes the benefits
provided by the Group's performance as the Group performs;

° the Group’s performance creates or enhances an asset that the
customer controls as the Group performs; or

o the Group's performance does not create an asset with an
alternative use to the Group and the Group has an enforceable right
to payment for performance completed to date.

Otherwise, revenue is recognised at a point in time when the customer
obtains control of the distinct good or service.

A contract liability represents the Group's obligation to transfer goods or
services to a customer for which the Group has received consideration (or
an amount of consideration is due) from the customer.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue from contracts with customers (Continued)

Revenue from sales of trucks, vehicles, chassis, automobile parts,
accessories and others are recognised when the control of goods is
transferred, being when the goods are delivered to the customer’s
specific location. A receivable is recognised by the Group when the goods
are delivered to the customer’s specific location as this represents the
point in time at which the right to consideration becomes unconditional,
as only the passage of time is required before payment is due. The
customers have neither rights of return nor rights to defer or avoid
payment for the goods once they are accepted by the customers.

Variable consideration

For contracts that contain variable consideration, the Group estimates the
amount of consideration to which it will be entitled using the most likely
amount, which better predicts the amount of consideration to which the
Group will be entitled.

The estimated amount of variable consideration is included in the
transaction price only to the extent that it is highly probable that such
an inclusion will not result in a significant revenue reversal in the future
when the uncertainty associated with the variable consideration is
subsequently resolved.

At the end of each reporting period, the Group updates the estimated
transaction price (including updating its assessment of whether an
estimate of variable consideration is constrained) to represent faithfully
the circumstances present at the end of the reporting period and the
changes in circumstances during the reporting period.

Warranties

If a customer has the option to purchase a warranty separately, the Group
accounts for the warranty as a separate performance obligation and
allocates a portion of the transaction price to that performance obligation.

If a customer does not have the option to purchase a warranty separately,
the Group accounts for the warranty in accordance with HKAS 37 unless
the warranty provides the customer with a service in addition to the
assurance that the product complies with agreed-upon specifications (i.e.
service-type warranties).

For service-type warranties, the promised service is a performance

obligation. In that case, the Group allocates a portion of the transaction
price to the warranty.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue from contracts with customers (Continued)
Refund liabilities

The Group recognises a refund liability if the Group expects to refund
some or all of the consideration received from customers.

Leases

Definition of a lease (upon application of HKFRS 16 in accordance with
transitions in note 2)

A contract is, or contains, a lease if the contract conveys the right to
control the use of an identified asset for a period of time in exchange for
consideration.

For contracts entered into or modified or arising from business
combinations on or after the date of initial application, the Group assesses
whether a contract is or contains a lease based on the definition
under HKFRS 16 at inception, modification date or acquisition date, as
appropriate. Such contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.

The Group as a lessee (upon application of HKFRS 16 in accordance
with transitions in note 2)

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more
additional lease or non-lease components, the Group allocates the
consideration in the contract to each lease component on the basis of
the relative stand-alone price of the lease component and the aggregate
stand-alone price of the non-lease components.

The Group also applies practical expedient not to separate non-lease
components from lease component, and instead account for the lease
component and any associated non-lease components as a single lease
component.

Short-term leases

The Group applies the short-term lease recognition exemption to leases
of warehouse that have a lease term of 12 months or less from the
commencement date and do not contain a purchase option. Lease
payments on short-term leases are recognised as expense on a straight-
line basis or another systematic basis over the lease term.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (Continued)

The Group as a lessee (upon application of HKFRS 16 in accordance
with transitions in note 2) (Continued)

Right-of-use assets
The cost of right-of-use asset includes:
o the amount of the initial measurement of the lease liability;

° any lease payments made at or before the commencement date,
less any lease incentive received;

° any initial direct costs incurred by the Group; and

o an estimate of costs to be incurred by the Group in dismantling and
removing the underlying assets, restoring the site on which it is
located or restoring the underlying asset to the condition required
by the terms and conditions of the lease.

Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement
of lease liabilities.

Right-of-use assets are depreciated on a straight-line basis over the
shorter of its estimated useful life and the lease term.

The Group presents right-of-use assets that do not meet the definition
of investment property as a separate line item on the consolidated
statement of financial position. Right-of-use assets that meet the
definition of investment property are presented within “investment
properties”.

Lease liabilities

At the commencement date of a lease, the Group recognises and
measures the lease liability at the present value of lease payments
that are unpaid at that date. In calculating the present value of lease
payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily
determinable.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (Continued)

The Group as a lessee (upon application of HKFRS 16 in accordance
with transitions in note 2) (Continued)

Lease liabilities (Continued)
The lease payments include:

o fixed payments (including in-substance fixed payments) less any
lease incentives receivable;

° variable lease payments that depend on an index or a rate;
° amounts expected to be paid under residual value guarantees;

o the exercise price of a purchase option reasonably certain to be
exercised by the Group; and

° payments of penalties for terminating a lease, if the lease term
reflects the Group exercising the option to terminate.

After the commencement date, lease liabilities are adjusted by interest
accretion and lease payments.

The Group remeasures lease liabilities (and makes a corresponding
adjustment to the related right-of-use assets) when the lease term
has changed, in which case the related lease liability is remeasured by
discounting the revised lease payments using a revised discount rate at
the date of reassessment.

The Group presents lease liabilities as a separate line item on the
consolidated statement of financial position.

Lease modifications

The Group accounts for a lease modification as a separate lease if:

o the modification increases the scope of the lease by adding the
right to use one or more underlying assets; and

° the consideration for the leases increases by an amount
commensurate with the stand-alone price for the increase in scope

and any appropriate adjustments to that stand-alone price to reflect
the circumstances of the particular contract.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (Continued)

The Group as a lessee (upon application of HKFRS 16 in accordance
with transitions in note 2) (Continued)

Lease modifications (Continued)

For a lease modification that is not accounted for as a separate lease,
the Group remeasures the lease liability based on the lease term of the
modified lease by discounting the revised lease payments using a revised
discount rate at the effective date of the modification.

The Group accounts for the remeasurement of lease liabilities by making
corresponding adjustments to the relevant right-of-use asset. When the
modified contract contains a lease component and one or more additional
lease or non-lease components, the Group allocates the consideration
in the modified contract to each lease component on the basis of the
relative stand-alone price of the lease component and the aggregate
stand-alone price of the non-lease components.

The Group as a lessee (prior to 1 January 2019)

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee.
All other leases are classified as operating leases.

Operating lease payments, including the cost of acquiring land held under
operating leases, are recognised as an expense on a straight-line basis
over the lease term.

Lease incentives relating to operating leases are considered as integral
part of lease payments, the aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line basis.

The Group as a lessor
Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance or
operating leases. Whenever the terms of the lease transfer substantially
all the risks and rewards incidental to ownership of an underlying asset to
the lessee, the contract is classified as a finance lease. All other leases
are classified as operating leases.

Rental income from operating leases is recognised in profit or loss on a
straight-line basis over the term of the relevant lease. Initial direct costs
incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset, and such costs are recognised as an
expense on a straight-line basis over the lease term.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (Continued)

The Group as a lessor (upon application of HKFRS 16 in accordance with
transitions in note 2)

Lease modification

The Group accounts for a modification to an operating lease as a new
lease from the effective date of the modification, considering any prepaid
or accrued lease payments relating to the original lease as part of the
lease payments for the new lease.

Property, plant and equipment

Property, plant and equipment are tangible assets that are held for use
in the production or supply of goods or services, or for administrative
purposes (other than properties under construction for production as
described below) are stated in the consolidated statement of financial
position at cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.

Properties in the course of construction for production, supply or
administrative purposes are carried at cost, less any recognised
impairment loss. Costs include any costs directly attributable to bring
the asset to the location and condition necessary for it to be capable of
operating in the manner intended by management and, for qualifying
assets, borrowing costs capitalised in accordance with the Group's
accounting policy. Such properties are classified to the appropriate
categories of property, plant and equipment when completed and ready
for intended use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are ready for their
intended use.

Ownership interests in leasehold land and building

When the Group makes payments for ownership interests of properties
which includes both leasehold land and building elements, the entire
consideration is allocated between the leasehold land and the building
elements in proportion to the relative fair values at initial recognition.

To the extent the allocation of the relevant payments can be made
reliably, interest in leasehold land is presented as “right-of-use assets”
(upon application of HKFRS 16) or “prepaid lease payments (before
application of HKFRS 16) in the consolidated statement of financial
position. When the consideration cannot be allocated reliably between
non-lease building element and undivided interest in the underlying
leasehold land, the entire properties are classified as property, plant and
equipment.

Depreciation is recognised so as to write off the cost of assets other than
properties under construction and specialised production facilities and
moulds, over their estimated useful lives after taking into account of their
estimated residual values, using the straight-line method.
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment (Continued)

Specialised production facilities and moulds which can be identified in
relation to specific production processes are depreciated by reference
to the expected production volume of these facilities and moulds after
taking into account of their estimated residual values.

The estimated useful lives, residual values, the expected production
volume and the depreciation method are reviewed at the end of the
reporting period, with the effect of any changes in estimate accounted
for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal
or when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying amount of
the asset and is recognised in profit or loss.

Investment properties
Investment properties are properties held to earn rentals.

Investment properties are initially measured at costs, including any
directly attributable expenditure. Subsequent to initial recognition,
investment properties are stated at cost less subsequent accumulated
depreciation and any accumulated impairment losses. Depreciation is
recognised so as to write off the cost of investment properties over their
estimated useful lives and after taking into account of their estimated
residual value, using the straight-line method.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits are expected from its disposal. Any gain or loss
arising on derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying amount of the
asset) is included in profit or loss in the period in which the property is
derecognised.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recognised at the rates of exchanges prevailing
on the dates of the transactions. At the end of the reporting period,
monetary items denominated in foreign currencies are retranslated at the
rates prevailing at that date. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and
on the retranslation of monetary items, are recognised in profit or loss in
the period in which they arise.

Government grants

Government grants are not recognised until there is reasonable assurance
that the Group will comply with the conditions attaching to them and that
the grants will be received.

Government grants are recognised in profit or loss on a systematic basis
over the periods in which the Group recognises as expenses the related
costs for which the grants are intended to compensate. Specifically,
government grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets are
recognised as deferred income, if any, in the consolidated statement of
financial position and transferred to profit or loss on a systematic and
rational basis over the useful lives of the related assets.

Government grants that are receivable as compensation for expenses or
losses already incurred or for the purpose of giving immediate financial
support to the Group with no future related costs are recognised in profit
or loss in the period in which they become receivable.
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Retirement benefit costs

Payments to defined contribution retirement benefit plans are recognised
as an expense when employees have rendered service entitling them to
the contributions.

Payments to state-managed retirement benefit schemes are dealt with
as payments to defined contribution retirement benefit plans where the
Group's obligations under the plans are equivalent to those arising in a
defined contribution retirement benefit plan.

In addition, on 1 December 2017, the Qingling Group established
a voluntary defined contribution enterprise annuities program (the
"Enterprise Annuities Plan"”) in accordance with the Qingling Group’s
Enterprise Annuities Plan for its eligible employees (including eligible
employees of the Group). Contributions paid by the Group for its eligible
employees are made based on a percentage of their wages and salaries
and are charged to the Group's consolidated statement of profit or loss
and other comprehensive income as they become payable in accordance
with the rules of the Enterprise Annuities Plan. The assets of the
Enterprise Annuities Plan are held separately from those of the Group in
an independently administered fund.

Taxation

Income tax expense represents the sum of the tax currently payable and
deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from profit before tax because of income or expense that
are taxable or deductible in other years and items that are never taxable
or deductible. The Group's liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the end of the
reporting period.

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary differences to the extent that
it is probable that taxable profits will be available against which those
deductible temporary differences can be utilised. Such deferred tax assets
and liabilities are not recognised if the temporary difference arises from
the initial recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither the taxable profit nor the
accounting profit.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (Continued)

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries, associate and joint ventures,
except where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments and
interests are only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the benefits
of the temporary differences and they are expected to reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of the
reporting period and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply in the period in which the liability is settled or the asset
is realised, based on tax rate (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.

For the purposes of measuring deferred tax for leasing transactions in
which the Group recognises the right-of-use assets and the related lease
liabilities, the Group first determines whether the tax deductions are
attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the
lease liabilities, the Group applies HKAS 12 /ncome Taxes requirements
to the leasing transaction as a whole. Temporary differences relating
to right-of-use assets and lease liabilities are assessed on a net basis.
Excess of depreciation on right-of-use assets over the lease payments
for the principal portion of lease liabilities resulting in net deductible
temporary differences.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax liabilities
and when they relate to income taxes levied to the same taxable entity
by the same taxation authority.

Current and deferred tax is recognised in profit or loss, except when
they relates to items that are recognised in other comprehensive
income or directly in equity, in which case, the current and deferred tax
is also recognised in other comprehensive income or directly in equity
respectively.
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are
carried at costs less accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible assets with finite useful
lives is recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are reviewed
at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis.

Internally-generated intangible assets — research and development
expenditure

Expenditure on research activities is recognised as an expense in the
period in which it is incurred.

An internally-generated intangible asset arising from development
activities (or from the development phase of an internal project) is
recognised if, and only if, all of the following have been demonstrated:

o the technical feasibility of completing the intangible asset so that it
will be available for use or sale;

° the intention to complete the intangible asset and use or sell it;

° the ability to use or sell the intangible asset;

° how the intangible asset will generate probable future economic
benefits;

° the availability of adequate technical, financial and other resources
to complete the development and to use or sell the intangible asset;
and

° the ability to measure reliably the expenditure attributable to the
intangible asset during its development.

The amount initially recognised for internally-generated intangible assets
is the sum of the expenditure incurred from the date when the intangible
asset first meets the recognition criteria listed above. Where no internally-
generated intangible asset can be recognised, development expenditure is
recognised in profit or loss in the period in which it is incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Intangible assets (Continued)

Internally-generated intangible assets — research and development
expenditure (Continued)

Subsequent to the initial recognition, internally-generated intangible assets
are reported as costs less accumulated amortisation and accumulated
impairment losses (if any), on the same basis as intangible assets that are
acquired separately.

An intangible asset is derecognised on disposal, or when no future
economic benefits are expensed from use or disposal. Gains or losses
arising from derecognition of an intangible asset, measured as the
difference between the net disposal proceeds and the carrying amount of
the asset, are recognised in profit or loss when the asset is derecognised.

Impairment on property, plant and equipment, right-of-use assets,
and intangible assets other than goodwiill

At the end of the reporting period, the Group reviews the carrying
amounts of its property, plant and equipment, right-of-use assets,
intangible assets with finite useful lives to determine whether there is
any indication that these assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the relevant asset is
estimated in order to determine the extent of the impairment loss (if any).

The recoverable amount of property, plant and equipment, right-of-use
assets, and intangible assets are estimated individually. When it is not
possible to estimate the recoverable amount individually, the Group
estimates the recoverable amount of the cash-generating unit to which
the asset belongs.

In addition, corporates assets are allocated to individual cash generating
units when a reasonable and consistent basis of allocation can be
established, or otherwise they are allocated to the smallest group of
cash generating units for which a reasonable and consistent allocation
basis can be established. The Group assesses whether there is indication
that corporate assets may be impaired. If such indication exists, the
recoverable amount is determined for the cash-generating unit or group
of cash-generating units to which the corporate asset belongs, and is
compared with the carrying amount of the relevant cash-generating unit
or group of cash-generating units.

Recoverable amount is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and
the risks specific to the asset (or a cash-generating unit) for which the
estimates of future cash flows have not been adjusted.
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For the year ended 31 December 2019

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment on property, plant and equipment, right-of-use assets,
and intangible assets other than goodwill (Continued)

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of the
asset (or a cash-generating unit) is reduced to its recoverable amount.
For corporate assets or portion of corporate assets which cannot be
allocated on a reasonable and consistent basis to a cash-generating unit,
the Group compares the carrying amount of a group of cash-generating
units, including the carrying amounts of the corporate assets or portion of
corporate assets allocated to that group of cash-generating units, with the
recoverable amount of the group of cash-generating units. In allocating
the impairment loss, the impairment loss is allocated first to reduce the
carrying amount of any goodwill (if applicable) and then to the other assets
on a pro-rata basis based on the carrying amount of each asset in the unit
or the group of cash-generating units. The carrying amount of an asset is
not reduced below the highest of its fair value less costs of disposal (if
measurable), its value in use (if determinable) and zero. The amount of
the impairment loss that would otherwise have been allocated to the asset
is allocated pro-rata to the other assets of the unit or the group of cash-
generating units. An impairment loss is recognised immediately in profit
or loss.

Where an impairment loss subsequently reverses, the carrying amount of
the asset (or a cash-generating unit or a group of cash-generating units) is
increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for
the asset (or a cash-generating unit or a group of cash-generating units) in
prior years. A reversal of an impairment loss is recognised immediately in
profit or loss.

Inventories
Inventories are stated at the lower of cost and net realisable value.
Costs of inventories are determined on a weighted average method. Net

realisable value represents the estimated selling price for inventories less
all estimated costs of completion and costs necessary to make the sale.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Provisions

Provisions are recognised when the Group has a present obligation (legal
or constructive) as a result of a past event, it is probable that the Group
will be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the
consideration required to settle the present obligation at the end of
the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash
flows estimated to settle the present obligation, its carrying amount is
the present value of those cash flows (when the effect of the time value
of money is material).

Warranties

Provisions for the expected cost of assurance-type warranty obligations
under the relevant contracts with customers for sales of trucks and
chassis are recognised at the date of sale of the relevant products, at the
directors’ best estimate of the expenditure required to settle the Group's
obligation.

Financial instruments

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the instrument.
All regular way purchases or sales of financial assets are recognised and
derecognised on a trade date basis.

Financial assets and financial liabilities are initially measured at fair value
except for trade receivables arising from contracts with customers
which are initially measured in accordance with HKFRS 15 Revenue from
Contracts with Customers. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial liabilities
are added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)

The effective interest method is a method of calculating the amortised
cost of a financial asset or financial liability and of allocating interest
income and interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash
receipts and payments (including all fees and points paid or received that
form an integral part of the effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the financial
asset or financial liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

Financial assets
Classification and subsequent measurement of financial assets

Financial assets that meet the following conditions are subsequently
measured at amortised cost:

° the financial asset is held within a business model whose objective
is to hold financial assets in order to collect contractual cash flows;
and

° the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All of the Group's financial assets recognised under HKFRS 9 are
subsequently measured at amortised cost.

Amortised cost and interest income

Interest income is recognised using the effective interest method for
financial assets measured subsequently at amortised cost. Interest
income is calculated by applying the effective interest rate to the gross
carrying amount of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For financial assets
that have subsequently become credit-impaired, interest income is
recognised by applying the effective interest rate to the amortised cost of
the financial asset from the next reporting period. If the credit risk on the
credit impaired financial instrument improves so that the financial asset is
no longer credit-impaired, interest income is recognised by applying the
effective interest rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following the determination
that the asset is no longer credit-impaired.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

The Group performs impairment assessment under expected credit
loss ("ECL") model on financial assets (including trade, bills and other
receivables, dividend receivable from a joint venture, time deposits,
restricted bank balances, bank deposits and bank balances) which are
subject to impairment under HKFRS 9. The amount of ECL is updated
at each reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will result from all possible default
events over the expected life of the relevant instrument. In contrast,
12-month ECL (“12m ECL") represents the portion of lifetime ECL that is
expected to result from default events that are possible within 12 months
after the reporting date. Assessment are done based on the Group's
historical credit loss experience, adjusted for factors that are specific to
the debtors, general economic conditions and an assessment of both the
current conditions at the reporting date as well as the forecast of future
conditions.

The Group always recognises lifetime ECL for trade and bills receivables.
The ECL on these assets are assessed individually.

For all other instruments, the Group measures the loss allowance equal
to 12m ECL, unless when there has been a significant increase in credit
risk since initial recognition, the Group recognises lifetime ECL. The
assessment of whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default occurring since
initial recognition.

(i) Significant increase in credit risk

In assessing whether the credit risk has increased significantly since
initial recognition, the Group compares the risk of a default occurring on
the financial instrument as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of initial recognition.
In making this assessment, the Group considers both quantitative and
qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available
without undue cost or effort.
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i) Significant increase in credit risk (Continued)

In particular, the following information is taken into account when
assessing whether credit risk has increased significantly:

o an actual or expected significant deterioration in the financial
instruments external (if available) or internal credit rating;

° significant deterioration in external market indicators of credit risk,
e.g. a significant increase in the credit spread, the credit default
swap prices for the debtor;

° existing or forecast adverse changes in business, financial or
economic conditions that are expected to cause a significant
decrease in the debtor’s ability to meet its debt obligations;

° an actual or expected significant deterioration in the operating
results of the debtor;

° an actual or expected significant adverse change in the regulatory,
economic, or technological environment of the debtor that results
in a significant decrease in the debtor’s ability to meet its debt
obligations.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk has increased significantly since initial
recognition when contractual payments are more than 30 days past
due, unless the Group has reasonable and supportable information that
demonstrates otherwise.

Despite the aforegoing, the Group assumes that the credit risk on a debt
instrument has not increased significantly since initial recognition if the
debt instrument is determined to have low credit risk at the reporting
date. A debt instrument is determined to have low credit risk if i) it has
a low risk of default, ii) the borrower has a strong capacity to meet its
contractual cash flow obligations in the near term and iii) adverse changes
in economic and business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its contractual cash
flow obligations. The Group considers a debt instrument to have low
credit risk when it has an internal or external credit rating of ‘investment
grade’ as per globally understood definitions.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i) Significant increase in credit risk (Continued)

The Group regularly monitors the effectiveness of the criteria used to
identify whether there has been a significant increase in credit risk and
revises them as appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the amount becomes
past due.

(ii) Definition of default

For internal credit risk management, the Group considers an event of
default occurs when information developed internally or obtained from
external sources indicates that the debtor is unlikely to pay its creditors,
including the Group, in full (without taking into account any collaterals
held by the Group).

Irrespective of the above, the Group considers that default has occurred
when a financial asset is more than 90 days past due unless the Group
has reasonable and supportable information to demonstrate that a more
lagging default criterion is more appropriate.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)
(i) Credit-impaired financial assets

A financial asset is credit-impaired when one or more events of default
that have a detrimental impact on the estimated future cash flows of that
financial asset have occurred. Evidence that a financial asset is credit
impaired includes observable data about the following events:

(a)  significant financial difficulty of the issuer or the borrower;
(b)  abreach of contract, such as a default or past due event;

(c)  the lender(s) of the borrower, for economic or contractual reasons
relating to the borrower’s financial difficulty, having granted to the
borrower a concession(s) that the lender(s) would not otherwise
consider; or

(d) it is becoming probable that the borrower will enter bankruptcy or
other financial reorganisation.

(iv)  Write-off policy

The Group writes off a financial asset when there is information indicating
that the counterparty is in severe financial difficulty and there is no
realistic prospect of recovery, for example, when the counterparty has
been placed under liquidation or has entered into bankruptcy proceedings.
Financial assets written off may still be subject to enforcement activities
under the Group’s recovery procedures, taking into account legal advice
where appropriate. A write-off constitutes a derecognition event. Any
subsequent recoveries are recognised in profit or loss.

B8R A AR A R] Qingling Motors Co. Ltd

107



108

n‘/-ﬁ 7f ﬁﬁ#ﬁﬁ |3ﬁ ;I

Notes to the Consolidated Financial Statements

BE_FT—NF+-—_HA=+—HIFFEZE
For the year ended 31 December 2019

3. FEEHBRGE

&5 TR (&)
2 EE ()
(v  FEHERBRANGERER

EMERBRREONER BHBRKEEN
REORNEXED EORRETHE
BRBR B OBRERNFETRREL#E
#T - WHATEEERMELRE - BHRERE
RHEFTRRAZERBEORROSBER
IESEMRENERMEINESE -

—RiME - BRERBRDEREANENT
REBOFIB G AR EIRE EANE BRI
MBRERE Z HR MG - WIRRY%A
R EENERNEITER

MBWAREEREENREAENE @ S
BMEELRERBRENBRERIN - RULIER
T MEBMWMARESREENBIHKATHE

AEEHEAFARMAE R TARBENSRE
REFEREFEE - EEKERR - BERIR
K B Ath ENFRIARR SN - ABFEREE B BB R
{%E\Eﬁgwu °

BOEER T A E
WA BEWICRERENAQENT ER - X

AEECEReREEREZEEERBEN
RAR YRR NER - ABUEERSREE

REUHERIZ BN AT EN S REER - &
HAEZ REEEEEREBRAEBZZHERN
B AER -

3} 2019 ANNUAL REPORT

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)
(v)  Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss
given default (i.e. the magnitude of the loss if there is a default) and the
exposure at default. The assessment of the probability of default and
loss given default is based on historical data adjusted by forward-looking
information. Estimation of ECL reflects an unbiased and probability-
weighted amount that is determined with the respective risks of default
occurring as the weights.

Generally, the ECL is estimated as the difference between all contractual
cash flows that are due to the Group in accordance with the contract and
all the cash flows that the Group expects to receive, discounted at the
effective interest rate determined at initial recognition.

Interest income is calculated based on the gross carrying amount of the
financial asset unless the financial asset is credit impaired, in which case
interest income is calculated based on amortised cost of the financial
asset.

The Group recognises an impairment gain or loss in profit or loss for
all financial instruments by adjusting their carrying amount, with the
exception of trade, bills and other receivables where the corresponding
adjustment is recognised through a loss allowance account.

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights
to the cash flows from the asset expire, or when it transfers the financial
asset and substantially all the risks and rewards of ownership of the asset
to another entity.

On derecognition of a financial asset measured at amortised cost, the
difference between the asset’s carrying amount and the sum of the
consideration received and receivable is recognised in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments (Continued)
Financial liabilities and equity
Classification as debt or equity

Debt and equity instruments issued by the Group are classified as either
financial liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability and an
equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest
in the assets of an entity after deducting all of its liabilities. Equity
instruments issued by the Company are recorded at the proceeds
received, net of direct issue costs.

Financial liabilities at amortised cost

Financial liabilities including trade, bills and other payables are
subsequently measured at amortised cost, using the effective interest
method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when,
the Group's obligations are discharged, cancelled or have expired.
The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in
profit or loss.

4. KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which are described
in note 3, the directors of the Company are required to make judgments,
estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period or in
the period of the revision and future periods if the revision affects both
current and future periods.
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4. KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

The following are the key assumptions concerning the future, and other
key sources of estimation uncertainty at end of the reporting period, that
have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

Write-down of inventories

Write-down of inventories require the estimation of the net realisable
value, which is the estimated selling price in the ordinary course of
business, less estimated cost to be incurred to completion and disposal.
These estimates are based on the historical selling prices of similar
products, the current market conditions, forecast usage and sale volume
of similar products. It could change significantly as a result of changes in
customer taste or competitor actions in response to severe consumer
product industry cycles. Management reassesses these estimates at
the end of the reporting period. As at 31 December 2019, the carrying
amount of inventories is RMB631,478,000 (2018: RMB652,059,000), net
of write-down for inventories of RMB74,599,000 (2018: RMB88,731,000).
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4. KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (Continued)
Provision for litigation

The Company has involved in a material legal proceeding and is liable
for compensation as disclosed in note 39. The directors of the Company
reviewed all the relevant documents and contracts in relation to this
litigation, the court judgment and appeal judgment dated 14 May 2018
and 2 August 2019 respectively, and also considered the possible timing
and cash outflows for the litigation and the opinion of the Company’'s
PRC legal adviser. In view of the fact that there is no further evidence
that the Company shall assume more responsibilities, the directors of
the Company have made a provision for litigation of RMB137,633,000
(2018: RMB80,000,000) as at 31 December 2019. Notwithstanding
that, the directors of the Company are of the view that the facts are not
clearly ascertained in the appeal judgment dated 2 August 2019 and the
application of the law is incorrect and have applied to FZE A R L MEH &
B ARERT (transliterated as Supreme People’s Court of the PRC) (the
“Supreme People’'s Court”) for retrial. The application was accepted
subsequent to the reporting date. The outcome of retrial, the ultimate
timing and cash outflows are uncertain and judgmental and could change
substantially over time as new facts emerge and the legal proceeding
progresses.

Provision of ECL for trade, bills and other receivables

The Group assesses ECL for the trade, bills and other receivables
individually based on internal credit rating of these debtors. The estimated
loss rates are estimated based on the Group's historical observed
default rates taking into consideration forward-looking information that
is reasonable and supportable available without undue costs or effort. At
every reporting date, the historical observed default rates are reassessed
and changes in the forward-looking information are considered. As at
31 December 2019, the total carrying amount of trade, bills and other
receivables is RMB2,247,818,000 (2018: RMB2,631,974,000), net of total
allowance for credit losses of RMB3,413,000 (2018: RMB2,055,000).

The provision of ECL is sensitive to changes in estimates. The information
about the ECL for the Group's trade, bills and other receivables are
disclosed in notes 35.
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5. k& 5. REVENUE
(i) SHEXEEFEFSHHKS (i) Disaggregation of revenue from contracts with customers
$EIE’JJ& SIEMIINBRFHERE « )R8 The Group's revenue represents sales of trucks, vehicles, chassis,
E& - REZMG - *WfF&E@FiE’JHﬁZf\TE\L@D automobile parts, accessories and others to external customers, net of
E‘%?ﬁ?ﬂ NIHERBEEIER) - BAKERE— discounts and sales related tax, that are recognised at a point in time. The
R BAHER © Zliﬁlﬁéﬁizzﬁuuﬁgﬂwﬁl/_\“ﬁ following is an analysis of the Group's revenue from its major products:
T
BE HE
20195 20184
+=RA=+—H +—A=+—H
ILEE EFE
Year ended Year ended
31 December 31 December
2019 2018
AR¥TFiT AREFT
RMB’000 RMB’000
L: ] Types of goods
HERAEAE Sales of light-duty trucks 1,020,294 1,160,920
HEZ IR E Sales of multi-purposes vehicles 73 374
HER KB Sales of pick-up trucks 907,465 1,179,536
HERR RERE Sales of medium and heavy-duty trucks 949,044 1,114,977
SHEER Sales of chassis 1,543,369 1,475,612
SHEAETH - BPHREM Sales of automobile parts, accessories
and others 303,042 321,833
st Total 4,723,287 5,253,252
& @ BB R H:' OdseEHARKE Except for export sales to countries outside the PRC amounting to
71,833,000 (- —\&E : AR RMB71,833,000 (2018: RMB29,515,000), all other sales of the Group are

29,515,0007T) 5D z’gﬁ BEHMFFANEE made to customers located in the PRC.
TRURFBIRANES °
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5. IR (#8) 5. REVENUE (CONTINUED)
(i) SDIFEKEBEESHHUE(E) (i) Disaggregation of revenue from contracts with customers
(Continued)

T%%Z@J’ HERMEZENRERFE LM Set out below is the reconciliation of the revenue from contracts with

AR ¢ customers disclosed in the segment information:
BYERE ] REDH
RE% EMERE  KFEREN  EREREH R 78
Multi- Mediumand  Automobile
Light-duty purposes Pick-up  heavy-duty parts and
trucks vehicles trucks trucks  accessories  Consolidated

ABRTL  ABRTT  ARRTT  ABRFT  ABRFT  ARRFZ
RMBY900  RMBYUO  RMBUO  RMBU0O  RMBUO)  RMBUOD

BE_Z-A£+ZA=t1-A For the year ended 31 December

2019
HETHERS Sales of light-duty trucks 1,020,294 = = 5 5 1,020,294
HESRAE Sales of multi-purposes vehicles 5 73 = 5 5 73
el Sales of pick-up trucks - - 907,465 5 5 907,465
HETHREYS Sales of medium and heavy-

duty trucks - - - 949,044 - 949,044
HEER Sales of chassis 1,404,496 - 43344 95,529 - 1,543,369
HERBDN  DHREM Sales of automobile parts,

accessories and others - - - - 303,042 303,042
W Revenue 2424790 i) 950809 1,044,573 303,042 4,723,287
BECE2-0\F+ZRZ1-A For the year ended 31 December

2018
HELHERE Sales of light-duty trucks 1,160,920 = = 5 5 1,160,920
HESMEAE Sales of multipurposes vehicles - 374 = 5 5 314
HERTE Sales of pick-up trucks - - 1,179,536 - - 1,179,536
HEPHRENE Sales of medium and heavy-duty

trucks - - - 11149717 - 1114977
HERE Sales of chassis 1,231877 - 43324 194411 - 1475612
HENESE  BHRAM Sales of automobile parts,

accessories and others - - - - 321,833 321,833
i Revenue 2398797 T 12280 130938 BB 5B
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For the year ended 31 December 2019

5. (i)
li) EFSUNHBHRE

REERBABEHES B L HEmRET
MEFSEREFPHERE  RE - KB AET
- SR E M GHBERKIEESS) - E K= -
AE BB RETM - B R E A A IE
FEWEBE - BIpiERREE TP ETE
H—r AEERBEEFPKIHFRE 98 K
CREBEEN - I REMBNSERERRE
*ﬁ%@ﬁﬁ%Tﬁ;%ﬁﬂPIﬁﬁﬁL@‘Fﬁ RE R
CRBETEH - M REMAGTR - AEEM
% DEBEBRIN - EFLE  BRPEKEIF
BRE - K& RBEEH ﬁl”fF&EﬁﬂE\ S
X EER SERE - RIFEEHEES
IR //\Eﬁﬂi’ilﬁﬁﬁﬁﬁﬁ%ﬂﬁﬁﬁﬁ
ZIWEe)AE  [FRE - PRI REREPIRITIE
RE/RBITEEZOE A FEMARK - A
SERB I CHERmMEE S HEES )’i$§§
B BUEREMRBEEAR=ZZNMEARES

$ETF$E@E’J$T"§/\%’M%?\A’ F BEPAREREAR

RAIXTEPRF - ANEEE R REHBELRIA
RAAERRESBEFGEEERRBNRES
o MIHEWERTHR  AISERERER

& o

RE - RE KR IEEM - B REAME
Fﬂﬁﬁ?éﬁ’%@%TﬁEﬁ%ﬁ%E MR REE

I & EARARHRE o Bt - NERERA N
ek :.Jrféii?j‘/?ﬁﬁ%}%%fi%@?rﬁﬂlJ%37%’%
ANRER ©

(iii) PEFEFSHHETERHRENRS
=

T-NE+-A=+—8 A&£@EH
EFHTRAOETHNRSERAEEOA
R#438,023,000c(ZZF—\F : AR¥E
418,380,0007T) @ F EEHERE « FENE
BAREEZNER -

ERNREPRAEENESHOER - AR
EFEEN_FT-NF+_A=1+—8% @E%J:
AR B KR35 BRI K R
A o
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5. REVENUE (CONTINUED)
(ii) Performance obligations for contracts with customers

The Group sells trucks, vehicles, chassis, automobile parts, accessories
and others to customers, including independent dealers and certain
related parties (details are set out in note 36), according to the relevant
sales agreements. Revenues are recognised when control of trucks,
vehicles, chassis, automobile parts, accessories and others has been
transferred, being when they have been shipped to the customers’
specific locations based on the quantity of trucks, vehicles, chassis,
automobile parts, accessories and others received by the customers.
No provisions for returns of trucks, vehicles, chassis, automobile parts,
accessories and others are set out in the relevant sales agreements,
except for replacement due to quality problems. Payments of transaction
price for sales of trucks, vehicles, chassis, automobile parts, accessories
and others are agreed at the point when the customers received them.
Advance payments in forms of bank remittance and/or bank bills from
independent dealers are normally required for sales of light-duty trucks,
multi-purposes vehicles, pick-up trucks, medium and heavy duties
trucks. Sales of chassis, automobile parts, accessories and others to
independent dealers and related parties are required to be settled in three
to six months according to the relevant sales agreements.

Under the Group's standard contract terms, customers have a right to
receive rebates paid by the Company. The Group uses its accumulated
historical experience to estimate the amount of consideration to which
it will be entitled using the most likely amount. A refund liability is
recognised for sales in which revenue has yet been recognised.

Sales-related warranties associated with trucks, vehicles and chassis
and automobile parts, accessories and others cannot be purchased
separately and they serve as an assurance that the products sold comply
with agreed-upon specifications. Accordingly, the Group accounts for
warranties in accordance with HKAS 37 consistent with its previous
accounting treatment.

(iii) Transaction price allocated to the remaining performance
obligation for contracts with customers

The Group had aggregate amount of the transaction price allocated
to remaining performance obligations which are mainly in respect of
sales of trucks, vehicles and chassis that are unsatisfied amounted
to approximately RMB438,023,000 at 31 December 2019 (2018:
RMB418,380,000).

Based on the information available to the Group at the end of the
reporting period, the directors of the Company expect the transaction
price allocated to the above unsatisfied contracts as at 31 December
2019 will be recognised as revenue in the following year.
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For the year ended 31 December 2019

6. SEGMENT INFORMATION

The Group is engaged in the manufacture and sales of five categories
of products — light-duty trucks, multi-purposes vehicles, pick-up trucks,
medium and heavy-duty trucks and automobile parts and accessories
and the chief operating decision makers (i.e. the Company's executive
directors) review the segment information by these categories to allocate
resources to segments and to assess their performance.

Specifically, the Group's reportable segments under HKFRS 8 Operating

Segments are as follows:

Light-duty trucks

Multi-purposes vehicles

Pick-up trucks

Medium and heavy-duty
trucks

Automobile parts and
accessories

Eie

manufacture and sales of light-duty
trucks and chassis

manufacture and sales of multi-
purposes vehicles

manufacture and sales of pick-up trucks
and chassis

manufacture and sales of medium and
heavy-duty trucks and chassis

manufacture and sales of automobile
parts, accessories and others

YRE D AR A 7] Qingling Motors Co. Ltd
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6. SEEE () 6. SEGMENT INFORMATION (CONTINUED)
(i) SBEEIRER (i) Segment revenue and results
AEEWERFEFIREBERAZ2HD F L0 The following is an analysis of the Group’s revenue and results by
™: operating and reportable segment:
HE_ZT-NF+-_A=+—HLFE For the year ended 31 December 2019
RHRENE RESHREH
HUERE  SURRE KFE  Mediumand  Automobile
Light-duty Multi-purposes Pick-up  heavy-duty parts and #8
trucks vehicles trucks trucks  accessories  Consolidated
ABRTT  ARRTT  ABBTT  ARBFT  ABBFT  ARRTT
RMB 000 RMB 000 RMB 000 RMB 000 RMB000 RMB 000
DR Segment revenue 2,424,790 3 950,809 1,044,573 303,042 4,723,281
%iﬁ Result
HHRT (EE) Segment profit (loss| 302,966 (12) 81,967 28,268 46,090 459,279
EhEEE Central administration costs (42.319)
BEREEEER TORESRIIREE) Impairment losses under ECL model,
net of reversal (2,952)
A Finance costs (498)
HRER Research expenses (212,829)
EHH - Other income:
TN Interest income 192,206
R Rental income (nots/ 44,286
BHE Government grants 19,779
Eth Others 2,301
EHAEREXFE Other gains and losses, net (2,848)
FEE Provision for fitigation (57,633)
E (T YNTE Share of result of an associate 384
HMEAERNFRE Share of resuls of joint ventures 4,838
TEERRAER Group's profit before tax 403,994
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

6. SEGMENT INFORMATION (CONTINUED)
(i) Segment revenue and results (Continued)
For the year ended 31 December 2018

PHRENE AERHREN

GHERE  2YEAE FFE  Medumand  Automobile
Lightduty ~ Mult-purposes Pick-up heavy-duty parts and 5a
trucks vehicles trucks trucks accessories  Consolidated
NREFT  AREET AREfT AREFT AREFT AREFR
AMB 000 AMB 000 AMB 000 RMB 000 RMB 000 AMB 000
BEie Segment revenue 2,398,797 374 1,222,860 1,309,388 321,833 5,253,252
E+ Result
A (EE) Segment profit loss) 336,402 (499) 108,109 46,785 59,544 550,341
SHERER Central administration costs (49,894)
EHEEBFETORESRNRER) Impairment losses under expected
credit loss model, net of reversal (1,210)
&R Research expenses (187,923)
EfA Other income:
FEMA Interest income 191,99
REWAWZ) Rental income nots) 45714
eV Government grants 45,685
i Others 1,665
EHAIEREXTE Other gains and losses, net (12,973)
M Provision for litigation 80,000}
PEBELTEE Share of result of an associate 539
PMEAEDEEE Share of results of joint ventures 26,229
A& ERHAER Group's profit before tax 530,169

Hat . MERARKLHEERTEEEERNK

BE_Z-NFR_F-N\F+-A=1t—H
IFFERED BREHE -

LERAI 2| B2 G HREEKN E3F At
AEBNGABREMER - 2 EEN (BB #E%

7> BOPTIRER (B518) 2 R ﬁﬁlﬂ EE%EPE.
BEER  AHREEERRA TREEERG
BREEE) - MERAK  HIREM - Eﬁﬂ%)\
HiMGRIBRFE - SF e - HEBHER
BIEBERDIERERRIES - IR REE
REEBENDREREFGEEZHET
£ o

Note: Rental income represented fixed lease payments under operating
leases.

There have been no inter-segment sales during the years ended 31
December 2019 and 2018.

The accounting policies of the operating and reportable segments
are the same as the Group's accounting policies described in note 3.
Segment profit (loss) represents the profit earned by (loss incurred
from) each segment without allocation of central administration costs,
impairment losses under ECL model (net of reversal), finance costs,
research expenses, other income, other net gains and losses, provision
for litigation, share of result of an associate and share of results of joint
ventures. This is the measure reported to the chief operating decision
makers for the purposes of resources allocation and performance
assessment.
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6. SEEHE 6. SEGMENT INFORMATION (CONTINUED)
(i) HPEERAR (i) Segment assets and liabilities
AEBEERAERAZHREEES TN The following is an analysis of the Group's assets and liabilities by
™: reportable and operating segment:

—hWF+=—A=+—H At 31 December 2019

RHRENE RESHREH

#YHRE SYRRE KFE  Mediumand  Automobile
Light-duty Multi-purposes Pick-up  heavy-duty parts and #8
trucks vehicles trucks trucks  accessories  Consolidated
ABRTT  ARRTT  ABBTT  ARBFT  ABBFT  ARRTT
RMB000 RMB000 RMB'000 RMB'000 RIMB000 RIMB 000

2E Assets
HPEE Segment assets 1,424,010 - 596,442 1,171,626 249,911 3,441,989
A EREEE Interchangeably used assets
between segments
W% BERRE - property, plant and equipment 257,185
~[FRiELE ~right of use asset 109,382
-F¥ - inventories 159,560
eV Investment properties 41,848
REERE ER Interest in an associate 8,185
RAEREZER Interests in joint ventures 492,071
RBHETES  BOER - BOERRAS Restricted bank balances, bank
deposits, bank balances and cash 6,301,393
EHANAIEE Other unallocated assets 183,501
RBEE Consolidated total assets 10,995,614
EL Liabilities
ABEE Segment liabiities 485,126 - 195,368 2211 5 901,705

TSRS - EREEREMENTE Unallocated trade, bills and other

payables 1,775,202
TSR RS Unallocated provision for litigation 137,633
TpECRERE Unallocated lease liabilities 88,342
EpFUpEzEE Other unallocated liabilities 11,882
GRiak Consolidated total liabilties 2,914,764
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6. SEEHE 6. SEGMENT INFORMATION (CONTINUED)
(i) HPEERAER (&) (i) Segment assets and liabilities (Continued)
RZF—-\F+=—A=+—H At 31 December 2018
pHRENE AEERRDH
GHERE  2YEAE FFE  Medumand  Automobile
Lightduty ~ Mult-purposes Pick-up heavy-duty parts and 5a
trucks vehicles trucks trucks accessories  Consolidated

AGRTT  ARETT  ARRTL  ARETL  ARETL ARRTR
AVBOD)  AMBUDO  AMBUOD  AMBUOD  AMBUO  RMBUOO

BE Assets
ABEE Segment assets 1,455,922 - 753,808 1,318,500 286,841 3,815,071
A EREEE Interchangeably used assets
between segments
-0%  BRERE - property, plant and equipment 208446
-Efftife - prepaid lease payments 38,060
-F& - inventories 181,421
T EyES Investment properties 28901
REENEZER Interest in an associate 7.801
REEDNAZER Interests in joint ventures 501,768
SRHFOER  FO0ER - BOERERS Restricted bank balances, bank
deposits, hank balances and cash 5,868,590
EHANATARE Other unallocated assets 243193
LAREE Consolidated total assets 10,893 251
El Liabilties
ABaE Segment liabiities 365,257 = 187546 152,283 5 705,086

TSRS - ERZEREMENTE Unallocated trade, bills and other

payables 1,967,463

IR FIEE Unallocated provision for ltigation 80,000
ﬁﬂ? P EE Other unallocated liabilities 16,588
ThEsE Consolidated total liabilties 2,769,137
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6. SEEE () 6. SEGMENT INFORMATION (CONTINUED)
(i) HPEERARGEE (i) Segment assets and liabilities (Continued)
BRERNEFERDEEDEBEIR : For the purposes of monitoring segment performances and allocating

resources between segments:

. FIBEEN TRELERAI 2RI o All assets are allocated to operating and reportable segments other
NP HEHEAEE - KEWME - R than interchangeably used assets between segments, investment
BNRIZHELD  REERRIZHER % properties, interest in an associate, interests in joint ventures,
MREIERITAEER ~ SRITFER  |ITERK restricted bank balances, bank deposits, bank balances and cash,
ReEREMBAARFEZ TS EE and other unallocated assets held by the head office; and
ERIN K&

o FIEBEHNEEEERTZ2HRA I o All liabilities are allocated to operating and reportable segments
A DR AR - B RERHE other than unallocated trade, bills and other payables, unallocated
Mf’éﬁ/@\lﬁ PRI DB 2 Fan i - T provision for litigation, unallocated lease liabilities and other

Nz HEBEREAT ZH MR unallocated liabilities of the head office.
@EEL@\E{FM\ o
(iii) Hft1 3 #PEH (ili) Other segment information
HE_Z-NF+ZA=+—HLFE For the year ended 31 December 2019

PERENE RESHRDH

BUERE  SURAE K+¥  Mediumand  Automobile
Light-duty Multi-purposes Pick-up  heavy-duty parts and AR ]
trucks vehicles trucks trucks  accessories  Unallocated  Consolidated
ARBFT  ARBFT  ABRTFT  ABBFT  ABBFT  ARBFT  ARRFT
RIMB000 RIMB 000 RMB 000 RMB000 RIMB 000 RMB000 RIMB000

TASBBRSATEE Amounts included in the measure of segment
kxR profit or loss or segment assets:

TENE BRI Addtions to property, plant and equipment 4115 - 108 33,135 s 69,075 106,433
REEWEE Addtions to intangible assets - - - 31574 - 3619 41,193
NERFELE Additions to right-of-use assets 5 5 = 5 5 88,802 88,802
BYEERS Amortisation of intangible assets - - - 31,549 - 3813 35,362
% BERRERE Depreciation of property, plant and equipment 7,601 5 4,300 12,252 5 15,620 39,773
FREEENE Depreciation of right of use asset 5 5 = 5 5 5923 5,923
REMAE Depreciation of investment properties - - s 5 5 2465 2,465
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6. SEGMENT INFORMATION (CONTINUED)

(iii) Other segment information (Continued)

For the year ended 31 December 2018

SRS PRRERE AETERIM
anERE Mul- FFE  Medumand  Automobile
Light-duty PUIPOSes Pickup  heawy-duty parts and AR e
trucks vehicles trucks trucks  accessories  Unallocated  Consolidated
ANEETT  AREFT  AREFT ARETr AREFT  AREFT AREFR
AMB 000 AMB 000 AMB 000 AMB 000 AMB 000 AMB 000 AMB 000
TANHBRAATEE Amounts included in the measure of segment
L28: profit r loss or segment assets:
TENE  BERRE Additions to property, plant and equipment 3496 = 1,855 1833 = 39,000 46,184
TEEVEE Additions to intangible assets 5 5 = 71307 = 5 71307
BYAEER Amartisation of intangible assets - - - 8971 5 3109 27,080
ER i Depreciation of property, plant and equipment 11525 148 6,968 13,691 5 13,675 46,007
REMFINE Depreciation of investment properties = = = 5 5 2016 2,016
Bl Release of prepaid lease payments 5 5 = 5 5 1,383 1,383
(iv) HESH (iv)] Geographical information

BRELEHRBEBEENRTHFRAIN - REH
BEAR1,736,885,0007T(=ZF— )\ 4F :
AR¥1,591,5677,00070) MFERBIEER D
REIEA - BREREAINER 2 EOHE A
R¥71,833,000t(ZT—N\F : AR%
29,515,0007T) %) * ANEEE 2 FiE KM EEY
EFURFPBEZEF -

(v} FREREFRZEH

KREAEEMEMBATIMNERA X%
N MEB—INIREPHNRAMGAEE R
WA10% R - EHE-_ZT—HLF+_A
Zt+—BUHFEHE RAESEEREN
BRARAKESRATREBRE 2 MADRIAA
R#1,361,660,0000(ZZ—\F : AR
1,305,564,0007T) & A R#699,282,0007T (=
— N\ AR¥728,742,0007T) °

Excluding deferred tax assets and time deposits, the Group's non-current
assets amounting to RMB1,736,885,000 (2018: RMB1,591,577,000) are
located in the PRC. Except for export sales to countries outside the PRC
amounting to RMB71,833,000 (2018: RMB29,515,000), all other sales of
the Group are made to customers located in the PRC.

(v) Information about major customers

Other than Qingling Group and its subsidiaries and Qingling Isuzu
Engine, no other single external customer contributed 10% or more to
the Group's total revenue. During the year ended 31 December 2019,
revenue from Qingling Group and its subsidiaries, and Qingling Isuzu
Engine amounted to RMB1,361,660,000 (2018: RMB1,305,564,000) and
RMB699,282,000 (2018: RMB728,742,000) respectively.
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7. REBGERBRV|ATHREES 7. IMPAIRMENT LOSSES UNDER EXPECTED
iR (kR E) CREDIT LOSS MODEL, NET OF REVERSAL

BEZB-NF BE_T/)\F
+=A=t+—-R t-A=1+—H

135 LFE
Year ended Year ended
31 December 31 December
2019 2018
ABRETFIT AREFT
RMB’000 RMB 000
BEEERRA Impairment losses recognised on:

- FEUBR X — trade receivables 1,083 1,185
- H fth FE U RIE — other receivables 1,869 25
2,952 1,210

SE B E D PAKTEESS © Details of impairment assessment are set out in note 35.
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8. Ff{M\%H 8. INCOME TAX EXPENSE
BE_Z-AE BZ-TN\F
+=A=+-B ft-A=t+-§
LLEE IHFE
Year ended Year ended
31 December 31 December
2019 2018
ARETT AREFT
RMB’000 RMB’000
BNEAT: IR Current tax 45,168 58,153
BEREFEREI Under provision in prior years 1,151 2,133
EER A (B 7£23) Deferred tax (note 23) 1,393 8,368
47,712 68,654

RIECANRAB AP AREEMEECE
FIBHmAs) (BRMIBBBAE201205F
125%) FICPa i R S BN E 2 B 8 (B EE
MAEZEGSE5) - NP RHFAILHE
THRHEFERNEEEEXEEFREEE
B AR A BEBLL BB IET70% KA 7
ZEI%NEBRCEMESHR(CEMER DM
Ko ARAI ARG ZHBAREEEREA
BRAR(EREBADBEEBNERERN
MBSEAFTEASBIEESE  WARFETE
E¥BRABRBEEREES B RABRELLFIEE
70% @ WEBEXAMEFE=FEZLEMS
FRE15% o

ARFZIMEA A BB BRI LA KT
DRI (MBS D) R BES CRY) FERA
FHEREARA TGRSR ABRE=
T-NER-E—N\F+A=+—AILFE
125% (—F—/\F : 25%) BRI LT
8% -

According to the Notice of the Enterprise Income Tax for Implementation
of Exploration and Development of Western Region (Notice of the State
Administration of Taxation No. 12 [2012]) and the Catalogue of Industries
Encouraged to Develop in the Western Region (Order of the National
Development and Reform Commission No. 15), companies located in the
western region of the PRC and engaged in the businesses encouraged
by the PRC government are entitled to the preferential enterprise income
tax (“EIT") rate of 15% if the operating revenue of the encouraged
business in the current year accounted for more than 70% of the total
income. The Company and EEE#21EAHFR 2 F]("Qingling Moulds”), a
subsidiary of the Company, are engaged in the encouraged businesses
included in the related notice and catalogue and the total revenue of their
major businesses for the year accounted for 70% of their respective total
revenue, and therefore continue to enjoy the preferential EIT rate of 15%
for both years.

EEEHFEMTOARE TR F("Qingling Technical Center”) and B $: G&
I aE IR /R B S RIS B IR A &)(“ Shenzhen New Energy”), subsidiaries
of the Company, are subject to EIT rate of 25% (2018: 25%) for the year
ended 31 December 2019 and 2018.
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8. FriRMSTH (1) 8.

AEFELZBANGAERRIEMEEK
SR ZBHADEMTFAAT ZAE

INCOME TAX EXPENSE (CONTINUED)

The tax charge for the year can be reconciled to the profit before tax per
consolidated statement of profit or loss and other comprehensive income

as follows:
BE_Z—AFEHE=_ZT)\F
+=ZB=+—HB +t=—A=+—H
ILEE IHFE
Year ended Year ended
31 December 31 December
2019 2018
ARETT ARETFT
RMB’000 RMB’000
BRBE AR Profit before tax 403,994 530,169
LB A ATS R R 15%TE 2 iE Tax at the applicable income tax rate of
(ZZE—)\F : 15%) 15 % (2018: 15%) 60,599 79,525
Eﬁﬁi‘%ﬁﬁﬂ}f?ﬂﬁzgﬁﬁz Tax effect of expenses not deductible
RIS 2 (Wit (a) for tax purpose (Note (a)) 9,450 12,445
mﬁﬁﬁ?$%l2%ﬁ9\\ﬁ%ﬂﬁé Additional tax benefit applicable to the
(H1:# () Group (Note (b)) (23,943) (21,141)
RN TWH@%?ZE“ Effect of different tax rate of subsidiaries 1,239 556
DI E N TR T Tax effect share of result of an associate (58) (81)
vl Q%’D\Tiﬁzmi‘%a" Tax effect share of results of joint
ventures (726) (3,934)
BAREFEREBTR Under provision in prior years 1,151 2,133
BRANARER IR EER Utilisation of deductible temporary
differences previously not recognised - (849)
NEE 2 FHIE Tax charge for the year 47,712 68,654
izt - Notes:
(a) ®BE-_Z—NER-_Z—N\F+-A= +7 (a) For the year ended 31 December 2019 and 2018, the amount included
EthiV Mi%ﬁ@;ﬁﬁ*ﬂ@sﬁmm &2 tax effect of provision for litigation and respective interest cost of which

}%zuﬁ*’\%ﬁE’JTﬂ%ﬂfrrﬁTE&“EE’]T‘

(b) IREBEMEBFBAIRER  HREEOEAT (b)
REBENEEEBEERONTIEN(ZF—N
F 5% BE-_T-—NAE+=A
=+—ALFE HEBEEMNSSEAA
R¥23,943,000L(ZZE—N\F : AR¥
21,141,0007T) °

the deductibility for tax purpose is uncertain.

Pursuant to the relevant tax rules and regulation, expenses in research
nature are deductible at 75 % (2018: 75%) of such expenses incurred
additionally. The related tax benefit is amounted to RMB23,943,000
(2018: RMB21,141,000) for the year ended 31 December 2019.
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AEEEEFRITRARERERE—ER
e - Bt AEESREREBEREEE
AEEETHAMRFEEAR E1m§%$
STEIFTEH AR - ARIBARREEE - AR

FEANBETRAEEARRES S H— %m;
ITE2HTETELOIZFE - AFEIRIEAER
TR ERR I HENESEAARE47,016,000
TL(ZZ—N\F : AR¥A44,644,0007T) °

AN - RIEEREENICEFSHE] - BEX
EEN_ZT—+F+_-_A—BRITCEFE
AFERENEL(BREAEENAEKRETD)
REFETE - RECEFSHEGBIER
REBALEBREIHMNERSENENE
TTEZRETERS  WAERESEEREE
GABEMEMEAWRERPIY - bEFE
B EEBYNALEER A BUEEES
#E c AFEREABLEENBERTHENE
A ARG 965,000 (—T— \F : AREE
6,092,0007T) °
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

9. RETIREMENT BENEFITS PLANS

The Group has a service agreement with its ultimate holding company,
Qingling Group, whereby the Group will reimburse the contributions
made by Qingling Group to a defined contribution pension scheme
administered by the municipal government in respect of the staff of the
Group. According to such scheme, the Company shall pay an amount
annually, calculated at a percentage of the total wages of the staff,
to a retirement fund administered by the municipal government. The
amount charged to profit or loss during the year under such arrangement
amounted to RMB47,016,000 (2018: RMB44,644,000).

In addition, on 1 December 2017, the Qingling Group established
a voluntary defined contribution enterprise annuities program (the
"Enterprise Annuities Plan"”) in accordance with the Qingling Group's
Enterprise Annuities Plan for its eligible employees (including eligible
employees of the Group). Contributions paid by the Group for its eligible
employees are made based on a percentage of their wages and salaries
and are charged to the Group's consolidated statement of profit or loss
and other comprehensive income as they become payable in accordance
with the rules of the Enterprise Annuities Plan. The assets of the
Enterprise Annuities Plan are held separately from those of the Group in
an independently administered fund. The amount charged to profit or loss
during the year under such arrangement amounted to RMB8,965,000
(2018: RMB6,092,000).

B8R A AR A R] Qingling Motors Co. Ltd
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10. RRIRAIRF 10. PROFIT BEFORE TAX
BEZZ-hE HE_ZT-N\F
+ZR=+-B +ZA=1—H
LEE tFE
Year ended Year ended
31 December 31 December
2019 2018
ARBFT ANRETFT
RMB'000 RMB 000
BEATEFIE MR GIA) - Profit before tax has been arrived at after charging
(crediting):
e RAMENZ Y Salaries and other payments and benefits 260,538 259,491
RIKERIFEIETR 29 Retirement benefits scheme contributions (note 9 55,981 50,736
BEINA(BHEEZREZMEHZ11) Total staff costs (including directors’ and
supervisors’ remuneration (note 11)) 316,519 310,227
REERERMEHETRAR Staff costs capitalised in inventories (139,193) (88,323)
177,326 221,904
HEME « BERRE ) B8 (Gain) loss on disposal of property, plant and
equipment, net (738) 3,779
EVEESH Amortisation of intangible assets 35,362 27,080
nE - BEREETE Depreciation of property, plant and equipment 39,773 46,007
REERERE Capitalised in inventories (13,286) (19,227)
26,487 26,780
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R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

n‘/-F

10. BRIRATEFI (KE)

10. PROFIT BEFORE TAX (CONTINUED)

BE-Z-hE HEZNF
+ZB=+-H +ZAR=1+-H
LEE HFE
Year ended Year ended
31 December 31 December
2019 2018
AR¥FT AREFT
RMB’000 RMB 000
HEBEREKAK Finance cost of lease liability 498 =
REMENE Depreciation of investment properties 2,465 2,016
TREAENE Depreciation of right-of-use assets 5,923 =
BN E e H Release of prepaid lease payments - 1,383
BERE HIERERK Minimum lease payments under operating leases 32,217 38,929
TS Auditor's remuneration
TR - Audit services 2,242 2,194
FRERB - Non-audit services 313 313
EFLE?TE}%% Net foreign exchange loss 3,586 9,194
REHERF 2 FERAR Cost of inventories recognised as cost of sales 3,874,794 4,253,332
BEREREGAHEKE) Reversals of write-down of inventories (included in
cost of sales) (14,132) (67,076)
BEtA: and after crediting:
HEBERBA Sales of scrap materials 1,942 1,123
BITER R FIBHA Interest income from bank deposits and balances 192,206 191,996
MR EE WA Income from renting of investment properties 5,951 5,810
B FENEEHENA R ENEERSEER Less: Direct operating expenses from investment
properties that generated rental income during
the year (2,272) (2,295)
3,679 3,515
HHREARTAREZBA Income from renting of moulds and tooling
equipment 38,335 39,904
BB aL) Government grants (note) 19,779 45,685

BiE - RECREBUN R AR A KB AIFE B

Note: The amounts represent government grants subsidising the Group's

research expenses on innovation projects and major new products
previously incurred, and the amortisation of deferred income related to
the relevant assets.

REBHERENELEREREREEZE
JEWABHEZTRER -
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EE EFERTHAZME 11. DIRECTORS’, SUPERVISORS’ AND CHIEF
EXECUTIVE'S EMOLUMENTS
BECE-NETZAZT-ALEE HE-E-\Et-A=1-RIEE
Year ended 31 December 2019 Year ended 31 December 2018
b {LES
FHR  RERE . FHR e
BR Rfth& 2 RbhE  HEEA @it BER Atk HERA i
Performance Performance
Salaries related Retirement Salries related Retirement
and  incentive Other ~ benefit and  incentive Other benefit
other  payments  benefits  scheme other  payments  benefts  scheme
Fee  benefits (Note)  received contributions  Total Fee  benefits (Note) ~ received  contributions Total

ABRFE AERTE ARRTT ARRFT ABRTE ARRFT ARFTT ARETT JRETT ARETT AEETT ARRTI
RUBD00  RMBY0  AMBUI  RWBUO0  RMBUIO  RMBUM - RMBON  AWBUM  AUBUOD  AMBUN  AWBUW  AUBOD

UEs Executive directors
BFRRE LUO Yuguang - 5 - - 48 619 - Gl - - 0 621

ABELM-F-NERA=TRE  OTAMasanor (resigned on 30 May
i) 2019 - - - - - - S S S S S 5
HAYASHI Shuichi (appointed on 30
May 2018) - 37 - n - 554 = 173 = 101 = 4
i XU Song - 457 - - ] 505 - 457 - - 50 507
nEEd MAEGAKI Keichiro - - - - - - - 14 - = s 1
3EE LI Juxing - 457 - - ] 505 - 457 - - 50 507
FIRH-F-NERAZTAEZ L Xiaodong lappointed on 30 May
f) 2019 - 3mn 16 - 48 W - - - - - -
ﬂﬁﬂ’ﬁ\ E-NELA-T7BE  ADACHI Katsumi (appointed on 26
July 2019) - - - - - - - - - - - -
Uﬂﬁ@ﬁ(m:é—/\EEHHE% YAMAMOTO Etsuo lrsigned on 30
) May 2018) - - g £ e g = = = - - -
- 2199 16 17 192 2,624 - 1,11 - 101 150 2023
BIRUTES Independent non-executive directors
aé% LONG Tao 120 - - - - 120 120 - - - - 120
SONG Xiaojiang 120 - - - - 120 120 - - - - 120
%‘Jﬂﬁi LIV Tianni 120 - - - - 120 120 - - - - 120
43 LIV Erh Fei 120 - - - - 120 120 - - - - 120
% . . . . I 1 = . . S 1
Supervisors
MIN Qing - 4 107 - ] 0 - 4 107 - 50 203
-RERA=TREE)  LEIBinresigned on 30 May 2019) - 18 # - 2 80 - 2 9 - 40 181
RZE-NERA=TREE)  GUANJinming resigned on 30 May
2018) - - - - - - - 19 4 - il 85
FXEM-F-NERA=TBEZ  THANG Yongning lappointed on 30
f) May 2019) - % 51 - i 1] - = = = = s
- 89 205 - 97 39 - 107 21 - " 469
480 2,288 m il 29 3,495 480 1879 251 101 21 291
— - - - . . . . . . —
Kt - MERES HREEZRHITEEMNERE Note: The performance related incentive payment is determined by reference
BET ThAFHEEe(Hm K2 ITES to the individual performance of the supervisors and the executive
RPUZ B IEITESAK) HE% o director, approved by the Remuneration Committee (composed of an

executive director and four independent non-executive directors).
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

11. DIRECTORS’, SUPERVISORS’ AND CHIEF
EXECUTIVE'S EMOLUMENTS (CONTINUED)

Mr. HAYASHI Shuichi (upon appointed as a director) and Mr. MAEGAKI
Keiichiro (before Shuichi HAYASHI's appointment as a director) are
General Manager of the Company and also assume the role as the Chief
Executive of the Company and their emoluments disclosed above include
that for services rendered by him as the Chief Executive.

Save as OTA Masanori, MAGEAKI Keiichiro, ADACHI Katsumi and
YAMAMOTO Etsuo, neither directors nor supervisors waived their
emoluments for the years ended 31 December 2019 and 2018.

The Group has been providing accommodation and recuperation to
HAYASHI Shuichi at no charge. The estimation money value of the
benefit in kind is approximately RMB217,000 (2018: RMB101,000).

The emoluments of the Company’s other executive directors are paid for
their services in connection with the management of the affairs of the
Company and its subsidiaries.

The emoluments of the Company’s independent non-executive directors
are mainly paid for their services as directors of the Company.

Employees

Of the five individuals with the highest emoluments in the Group, 5
individuals (2018: 3 individuals) were executive directors and supervisors
whose emoluments for the year ended 31 December 2019 are included
in the disclosure above and the emoluments of the remaining 2
individuals in 2018 were as follows:

BEZB-NFE HE_T)\F

+=ZB=+—-HB +=-A=1+—H

LLEE HEFE

Year ended Year ended

31 December 31 December

2019 2018

AREFT AREFT

RMB’000 RMB'000

¥ REMET Salaries, and other benefits = 286

hiE#Es Performance related incentive payments =3 245
RIREFFT B R Retirement benefit scheme

contributions - 101

- 632

B8R A AR A R] Qingling Motors Co. Ltd
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For the year ended 31 December 2019

" EF -EFRTHASMN:
(&)

& 5 (1)

LS 2BENTRIATHE :

11. DIRECTORS’, SUPERVISORS’ AND CHIEF
EXECUTIVE'S EMOLUMENTS (CONTINUED)

Employees (Continued)

The emoluments of the above employees are within the following band:

RE-$-NE BE-T 4
+=A=+-B +-A=t-A

LEE HFE
Year ended Year ended
31 December 31 December
2019 2018
(ESAZ)
(Number of employees)
A 541,000,0007 7T Less than HK$1,000,000 - 2

RZEFE  AEESERNDIUHERS AL
(BREEERE ) XMEAHRMERSEMAR
SEN RS HIERREREE

12. BAZELARE

EE AR EAR TR FARRBIL G P IR
10% 228 HIREAEPEEE S E]
((hEEEEHENDARERARNABERE
MEtE - WEE ATRR AT ERIA A BEM
AR AR50 % B 1§ TR EL © RIBA R R A
BERR  AEAELUARNBHBEFERSE
SIBIARAN o AR R AT A TALNT A
ERERERER  BHEERIEEAEDER
BIREREARRZEMBRAN25% - DEEE
HE2MERARGETE °
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For both years, no emoluments were paid by the Group to the five
highest paid individuals (including directors and employees) as an
inducement to join or upon joining the Group or as compensation for loss
of office.

12. TRANSFER TO STATUTORY SURPLUS RESERVE
FUND

The statutory surplus reserve fund represents the appropriation of 10%
of profit after tax for the year of the Company, calculated in accordance
with relevant Accounting Standards for Business Enterprises in the
PRC ("PRC GAAP") and the Articles of Association of the Company.
The appropriation may cease to apply if the balance of the statutory
surplus reserve fund has reached 50% of the registered capital of the
Company. According to the Articles of Association of the Company,
statutory surplus reserve fund can be used to make up prior year losses
or to increase capital. The Company may capitalise the statutory surplus
reserve fund by way of bonus issues provided that the remaining amount
of statutory surplus reserve fund after such distribution shall not be less
than 25% of the registered capital of the Company. The amount shall be
submitted to shareholders’ general meeting for approval.
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BE_F—NFF_H=1—HIFE
For the year ended 31 December 2019

13. TRANSFER TO DISCRETIONARY SURPLUS
RESERVE FUND

No amount was appropriated to the discretionary reserve fund in 2019
and 2018. The balance of RMB2,347,000 in the discretionary reserve
fund was the amount appropriated by a subsidiary, Qingling Moulds, in
previous years at a percentage of the profit after tax of the respective
years in accordance with PRC GAAP and Articles of Association of
Qingling Moulds.

14. KR 14. DIVIDENDS
BE_Z-AE EZ-TN\F
¥=R=+-§ +-A= + A
LLEE IHFE
Year ended Year ended
31 December 31 December
2019 2018
ARETT ARETFT
RMB’000 RMB’000
RENERBDIRIRE. - Dividends recognised as distribution during
the year:
“E-\ERERE - Bk BRAREK0.167T 2018 Final, paid - RMBO0.16 (2018: 2017
CE-N\F : ZE—tFRERS Final, paid — RMBO0.16) per share
BEk—ERARK0.167T) 397,163 397,163

WMEPKRE  ARREBCEERIHE#HZ
Z-—NEFE+-_A=1+— Hﬁif‘ﬂi%ﬁﬂx%ﬂ
AR 167T + £ ARME397,163,00070(=
E-NF 2T \F+=-_A=+—H
IHFEEREBRBEERARKE 167 LARE
397,163,0007T) * 7B R A FEE IR EF K
SHUER B AIEE -

Subsequent to the end of the reporting period, a final dividend of
RMB397,163,000 or RMBO0.16 per share in respect of the year ended 31
December 2019 (2018: final dividend of RMB397,163,000 or RMBO0.16
per share in respect of the year ended 31 December 2018) has been
proposed by the directors of the Company and is subject to approval by
the shareholders in the forthcoming annual general meeting.
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For the year ended 31 December 2019

15. BERERF 15. EARNINGS PER SHARE
PIN/NEIL: £ T—rﬁ/\ﬁgfﬁtﬂx%$ﬁf'ﬁfﬁﬂ%TﬁlJ The calculation of the basic earnings per share attributable to the owners
BRETE of the Company is based on the following data:
2% Earnings
BE BHE
ZE-hE ZEN\F
+=A=+-B +=ZA=+—H
ILFE HFE
Year ended Year ended
31 December 31 December
2019 2018
ARETT ARETFT
RMB’000 RMB'000
AR ESRERRH 2 BF Earnings for the purpose of basic
(R DREREA ARIEEERAM) earnings per share (Profit for the
year attributable to owners of the
Company) 345,308 453,772
BHsE Number of shares
[ ES BHE
ZE-hE ZEN\F
+=-A=+-B +=ZA=+—H
ILFE HFE
Year ended Year ended
31 December 31 December
2019 2018
T TH&
‘000 ‘000
AR ESRERZHN 2 RHEE Number of shares for the purpose of basic
earnings per share 2,482,268 2,482,268

RRARREMIIMEFESEET
EERE - RAE25|SREERF -
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No diluted earnings per share was presented as there were no potential

ordinary shares in issues in both years presented.
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16. % - RERRW 16. PROPERTY, PLANT AND EQUIPMENT
B’R R
BERBHR KER®G
Moulds,  Furniture, RE  ERIE
#F  plantand fixtures and Motor Construction st
Buildings machinery equipment vehicles in progress Total

ABETT ARETT ARETT ARKTT ARMTT ARETX
RMB000  RMB000  RMBO00 ~ RMB000  RMB000  AMB'000

B¥E cosT
R-Z-\&—A—-H At 1 January 2018 649,691 3,645,475 66,527 18,561 57,245 4,437,499
AE Additions - 165 - 173 45,846 46,184
BRATRTRE Transfer from construction in progress 3430 1 8,907 1,053 (13,401) =
HE Disposals - (26,143) - (541) = (26,684)
RZZ—/\F+=A=1+—H  At31 December 2018 653,121 3,619,508 75,434 19,246 89,690 4,456,999
NE Additions - 40 " - 106,382 106,433
EREAEEIR Transfer from construction in progress 9,219 65,918 18,469 293 (93,899) -
HE Disposals (1) (1,928) (6,381) (4,492) (4,428) (17,240)
WZZ-NF+-A=t—H  At31 December 2019 662,329 3,683,538 87,533 15,047 97,745 4,546,192
HERFEE DEPRECIATION AND IMPAIRMENT
RN_ZE—-\E—HA—H At 1 January 2018 453,558 3,147,546 66,305 14,657 - 3,682,066
FEMERHE Depreciation provided for the year 20,194 23,417 1171 1,225 = 46,007
& Eliminated on disposals - (21,524) - (406) - (21,930)
RZE—\F+ZA=+—H  At31 December 2018 473,752 3,149,439 67,476 15,476 - 3706,143
FEMERE Depreciation provided for the year 10,805 27,036 1,243 689 = 39,773
HE I Eliminated on disposals - (1,735) (5,743) (4,043) - (11,521)
“E-NF+ZR=+-H At 31 December 2019 484,557 3,174,740 62,976 12,122 - 3,734,395
EEE CARRYING VALUES
WZZ-NF+=A=1+—H  At31 December 2019 177,772 508,798 24,557 2,925 97,745 811,797
RZE—\E+-A=1+—H  At31 December 2018 179,369 470,069 7,958 3,770 89,690 750,856
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For the year ended 31 December 2019

16. % - BB Baim (48)

LaE - BERSEERIREIEREE
R RRARIN MG REF RISREERER
TOEE AME R F RN BEARETIATE ¢

{hiet FER
A AER RE
BF 204F 10%
HA - BE &S
(EREERER
EEBRIN 5E104 10%
BRI RBREE 5 10%
RE 54 10%

ARENEERAMNOEmMEAEAA
R#291,329,000C(ZZE—N\F : AR¥
300,034,00070) B R EERELEE(BIE
PIEE - BEREER) 2 ERERIER
WIBRTEEETIANE -

T-NEFE+-A=+—8 EELEA
AR¥94,960,000L(=ZE—\F : AR
95,222,00070) MIE A RSB HAEATE
A e

—NF+ZA=+—8 " REKXEE
)\Em 910,492,0007c(ZF—N\F : ARK
3,829,199,00070) K% ~ B KB E S
WEBINEER -
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16. PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

The above items of property, plant and equipment, except for
construction in progress and specialised production facilities and moulds,
are depreciated on a straight-line basis based on their estimated useful
lives, after taking into account the estimated residual value, as follows:

Estimated Residual

useful lives value

Buildings 20 years 10%
Moulds, plant and machinery (other than

specialised production facilities and moulds) 5 to 10 years 10%

Furniture, fixtures and equipment 5 years 10%

Motor vehicles 5 years 10%

Specialised production facilities and moulds with aggregate carrying
amount of RMB291,329,000 (2018: RMB300,034,000) included in
moulds, plant and machinery which can be identified in relation to specific
production processes are depreciated by reference to the expected
production volume of these facilities and moulds.

As at 31 December 2019, the moulds and machinery with aggregate
carrying amount of RMB94,960,000 (2018: RMB95,222,000) was leased
out for rental income.

As at 31 December 2019, property, plant and equipment with original
cost of RMB3,910,492,000 (2018: RMB3,829,199,000) have been fully
depreciated but still in use.
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17. RS E 17. RIGHT-OF-USE ASSETS
HEL
Leasehold RE B Bt
lands Warehouse Equipments Total
ANEEFLT  ANREFT AREFT ARETT
AMB’000 RMB'000 AMB000 RMB'000
BR-ZE-N&—A—H As at 1 January 2019
FAE Carrying amount 22,648 4,355 = 27,003
RZZE-AF+=R—H As at 1 December 2019
A Carrying amount 21,738 29,830 58,314 109,882
BE-Z-NE+-A=1+—HBILEE Forthe year ended 31 December 2019
eSS Depreciation charge (910) (3,393) (1,620) (5,923)
HEEPROREMEERREEN Expense relating to short-term leases and
B AR BIBHREEAE 165 other leases with lease terms end
BREREZBR12ERNGE within 12 months of the date of initial
application of HKFRS 16 32,217
HERERLETE Total cash outflow for leases 37,530
NEFRREEE Additions to right-of-use assets 88,802
RZZEFEE - AEBHBAAERE - BENEER For both years, the Group leases warehouses, building and equipment

REXBRE - HEARNETEHRR2.83F
E3F - MERABEEIER LHEN - 8
BB R RFMIGT - FEEEHE RN
FHE AT HEGE IR - AEEFERERME
& UHEARATATHR -

Zli‘i EEMEAAHEE L T AREE

o

REEEHIZR] R B R HALY - —NF
TZA=t—H8" LHHTEEZE:.,\WHHOEP
KENEMEEERMS R ERHERASHE
e

HERMRHRNE

o RZZF—AFE+=-_A=+—H8" A
R#%88,342,000,tMEA BT AARKE
88,144,0007CHIMHEA(E REEE © B AR
ERHEEETHERESI - BERBZET Eﬁz
T EMRE - HEEETSHEERA
HIYELR o

for its operations. Lease contracts are entered into for fixed term of 2.83
years to 3 years. Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions. In determining
the lease term and assessing the length of the non-cancellable period,
the Group applies the definition of a contract and determines the period
for which the contract is enforceable.

The Group has obtained the land use right certificates for all leasehold
lands.

The Group regularly entered into short-term leases for warehouses. As
at 31 December 2019, the portfolio of short-term leases is similar to the
portfolio of short-term leases to which the short-term lease expense
disclosed in note 10.

Restrictions or covenants on leases

In addition, lease liabilities of RMB88,342,000 are recognised with related
right-of-use assets of RMB88,144,000 as at 31 December 2019. The
lease agreements do not impose any covenants other than the security
interests in the leased assets that are held by the lessor. Leased assets

may not be used as security for borrowing purposes.

B8R A AR A R] Qingling Motors Co. Ltd
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BE_FT—NF+-—_HA=+—HIFFEZE
For the year ended 31 December 2019

18. MftLihiAE 18. PREPAID LEASE PAYMENTS

—N\F
+-A=+-H
At
31 December
2018
AREFT
RMB'000

REEMBEA I AS0IE The Group's prepaid lease payments

represent:
J7A R B A Fp HA A+ i (s A A Land use right in the PRC held under

medium lease term 38,060

RREMSANA
FRBEE
mEBEE

19. I_EME

AEERKEREZALBRENET He
BAXAS - MH—REER/H3F -

AEETABELBEMAEERIMNERR - RRM
ﬁ%ﬁ SHNEEERZAZEERIIE - B
EERTEERERRN JEBALEHEHR
REREBEYERREE -
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Analysis for reporting purpose as:

Non-current asset 36,677
Current asset 1,383
38,060

19. INVESTMENT PROPERTIES

The Group leases out leasehold land and buildings under operating leases
with rentals payable monthly. The leases typically run for a fixed period of
3 years.

The Group is not exposed to foreign currency risk as a result of the lease
arrangements, as all leases are denominated in the respective functional
currencies of group entities. The lease contracts do not contain residual
value guarantee and/or lessee’s option to purchase the property at the
end of lease term.
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19. REFWE(I8) 19. INVESTMENT PROPERTIES (CONTINUED)
HELH : a8t
Leasehold land Buildings Total
AREFT AREFT AREFT
RMB'000 RMB'000 RMB'000
&* COST
RZZE—N\F—A—HEZZ—/\F+ At 1 January 2018 and 31
H_+ B December 2018 - 145,915 145,915
ERBE BT HREELFE1657EAFAE  Adjustment upon application of
HKFRS 16 24,388 - 24,388

“E-AF-A—H@E&HEMKE-E  At1January 12019 (restated)

*ﬂiﬁLfﬁ =+—H and 31 December 2019
24,388 145,915 170,303
e DEPRECIATION
RZZF—\F—H—H At 1 January 2018 = 114,998 114,998
FEITERE Provided for the year = 2,016 2,016
RZZE—-N\FE+_HA=+—H At 31 December 2018 - 117,014 117,014
EREBUHMEEDE165EM A Adjustment upon application of
HKFRS 16 8,976 - 8,976
—NF-A—RAEE®R) At 1 January 2019 (restated) 8,976 117,014 125,990
EJ* %ﬁ%%&ﬁ Provided for the year 473 1,992 2,465
—NWFE+=-A=+—8 At 31 December 2019 9,449 119,006 128,455
Eﬁﬁ CARRYING VALUES
—ET-hF+=-A=+—H At 31 December 2019 14,939 26,909 41,848
BW_ZE—N\F+=-_A=+—H At 31 December 2018 = 28,901 28,901
LA EIREYEMRFE - HERAPZHR - The above investment properties are situated in the PRC held under
ThfEaT RIERT RIS EER WA B R AR AR medium leases term and are depreciated on a straight-line basis based
A{EAFITE AT on their estimated useful lives, after taking into account the estimated
residual value, as follows:
fHEtAI{E Estimated Residual
AEY HEREE useful lives value
ANEEFT AEREFT RMB'000 RMB 000
HELTH 504F 0% Leasehold land 50 years 0%
BF 20%F 10% Buildings 20 years 10%
AR AT ALz B RIEHE - B mEAT] The fair value of the investment properties cannot be reliably measured as
FAFTET - AUREWE 2 AR BEKRER the comparable market transactions are infrequent and alternative reliable

SEEFE © estimates are not available.
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| EE 20. INTANGIBLE ASSETS
SEEERR
FiE@®E  Production
Technology management et
transfer fees system Total

ARETT  AREFT  ARETT
RMB'000 RMB'000 RMB'000

BE COST
RZE—N\F—HA—H At 1 January 2018 535,571 31,090 566,661
R Additions 77,327 = 77,327
—NE+-A=1+—8 At 31 December 2018 612,898 31,090 643,988
NE Additions 37,574 3,619 41,193
HunFHEE (Hat) Other adjustment (Note) (10,106) - (10,106)
—hE+=-A=+—H At 31 December 2019 640,366 34,709 675,075
] AMORTISATION
RZE—-\F—H—H At 1 January 2018 338,898 12,436 351,334
FERE Provided for the year 23,971 3,109 27,080
RZZE-N\F+=-A=+—H At 31 December 2018 362,869 15,545 378,414
FERE Provided for the year 31,549 3,813 35,362
RZE—-NF+=—A=+—H At 31 December 2019 394,418 19,358 413,776
IRE{E CARRYING VALUES
RZE-NF+=-A=+—H At 31 December 2019 245,948 15,351 261,299
—\&+=A=+—H At 31 December 2018 250,029 15,545 265,574
7 REBEZZE-AE+-A=1+—HBItFEH Note: During the year ended 31 December 2019, the other adjustment of
- BB S E) B UE SR B 2K RMB10,106,000 represents price downward adjustment agreed with
B QEANTFERERATRSEARED Isuzu Motors Limited (“Isuzu”, the substantial shareholder of the
AARETERDERR  RESTIABRERA Company) after negotiation due to the change in government policy
K #10,106,0007T ° ﬁﬁﬁ%ﬁaﬁﬁﬁﬁmgﬁ on motor vehicle emission regulation. The same amount has been
ARG - deducted from other payables.

R T 95 5] M AR R et h ST ST RO B2 Payments of technology transfer fees, lump sum royalties under
MEREBL —SHIEBNEXNLABERE technology transfer agreements with Isuzu, are capitalised as intangible
B WIZEHFAFERAFEN T +FE+=F#% assets and are amortised over the license period ranging from ten years
- ARMTARNEERIGRERT - BIBRIITEE to thirteen years, commencing from the use of the technologies in
BiEEEm AT ENES TTREER production. Continuing royalties payable to Isuzu under the technology

RIBERR 8 © transfer agreements are charged to profit or loss as and when incurred.
EF gi@,% TTEEAIA AT RS AR A2 N B A Bk 4R The production management system has an estimated useful life of ten
ER =R FERA10F o years and is expected to generate economic benefits to the Company in

the foreseeable future.
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BE_F—NFF_H=1—HIFE
For the year ended 31 December 2019

I\ EE (I8) 20. INTANGIBLE ASSETS (CONTINUED)
RZZE-NF+—A=+—8 BFEEVR As at 31 December 2019, intangible assets with an original cost of
AR ARK271,333,0000T (ZF —/\F ¢ RMB271,333,000 in aggregate (2018: RMB271,333,000) have been fully
AR#271,333,0007T) B # B S S5 B TE(E amortised but still in use.

o
21. RBIELTRIZES 21. INTEREST IN AN ASSOCIATE
AEEREE QAR 2 E=mABIAT Details of the Group's interest in an associate are as follows:

R=B-AE R-TNE
+=R=+-B +-A=t-A

At At
31 December 31 December
2019 2018
ABRETFIT ARBEFT
RMB’000 RMB’000
REFERE)ZIFEKA - REM Cost of investment in an associate,
unlisted 6,333 6,333
DIhEEE N E) 2 W R Share of post-acquisition profit of an
associate 1,852 1,468
8,185 7,801
R-ZE—hhER-"S—N\E+-_A=+—0H " As at 31 December 2019 and 2018, the Group had an interest in the
A MR TR A Rl R s following associate:
FRERE 524

ZEBHH RERLH
EMSItE FEERLE Proportion of Portionof  FEEE

B {57 Place of Principal place equity interests voting power  Principle
Name of entity Form of entity establishment  of operation held by the Group held  activities
ATHER(ER) ERTREERAA RalijAv e e 25% 2% HiRE

(BT RERRM]) Wit)
AHRER(ER) ERMREERAR Incorporated The PRC The PRC Technical

("Isuzu Qingling Engineering”) (Note) development
2 AEHREAEMA—RRPRK& RIS Note: Isuzu Qingling Engineering is a sino-foreign joint venture established in

B the PRC.

AEEBE RG] ZHBEERERSIT o 1 Summarised financial information in respect of the Group’s associate is
NS ER B E B RREE SV SRS EAR set out below. The summarised financial information below represents
B BB N B BREMEY 288 - amounts shown in the associate’s financial statements prepared in

accordance with HKFRSs.

_bIl
-:rb

s R BN FAR & M RR AR A EEET The associate is accounted for using equity method in these consolidated
i financial statements.

=
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For the year ended 31 December 2019

21. RBELFZER (W)

21. INTEREST IN AN ASSOCIATE (CONTINUED)

A _B—NEF —E-N\F
+=B=+—-H +-A=1+—H~H
At At
31 December 31 December
2019 2018
ARBFIT AREFT
RMB’000 RMB'000
MENEE Current assets 31,408 28,863
ERBEE Non-current assets 6,029 4,677
mEaE Current liabilities (4,699) (2,338)
JEmBAaE Non-current liabilities = -
BEFE Net assets 32,738 31,202
AEEREFHEAEERLG Proportion of the Group's ownership
interest therein 25% 25%
AEBDLEENFEEFE Group's share of net assets of an
associate 8,185 7,801
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21. RBELFZER (W)

BE_F—NFF_H=1—HIFE
For the year ended 31 December 2019

21. INTEREST IN AN ASSOCIATE (CONTINUED)

g6E HE

ZE-hE —T-N\F

+=ZB=+—-B +=-A=+—H

LLEE IHFE

Year ended Year ended

31 December 31 December

2019 2018

AREFT AREFT

RMB’000 RMB'000

W Revenue 35,785 44,984
FRRMREGERE BT Profit and total comprehensive income

for the year 1,536 2,155

REBDEHE R RRF Group's share of profit of an associate 384 539

22. REEREZHZ

22. INTERESTS IN JOINT VENTURES

RZEB—RE RZN\F
+=RA=+—-B +=ZA=+-~H

At At

31 December 31 December
2019 2018
ARETT ARETFT
RMB’000 RMB’000

RAEELEZIRERA » KAEM

DMEREEERBREEHKRES

IR

2)

Cost of investment in joint ventures,

unlisted 368,639 368,639
Share of post-acquisition results

of joint ventures, net of dividends

declared 123,432 133,129

492,071 501,768
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P_E-NFFA=1—HIFE

For the year ended 31 December 2019

22. REELEZRE () 22. INTERESTS IN JOINT VENTURES (CONTINUED)
R_E-NER_ZT-N\F+=-—A=+—8" As at 31 December 2019 and 2018, the Group had interests in the
REER T GECEPREER following joint ventures:
FEEBRL BEZ
EBRRRR i RRELH
Form of BRI  FEERME Proportion of Proportion ~ FE¥H
it business Place of Principal place equity interests of voting  Principal
Name of entity structure establishment  of operation held by the group powerheld activities
BRATREBR W6 AL il T 19.33% 19.33%  REERBEHEN
Qingling Isuzu Engine (Note (a)) Incorporated The PRC The PRC 19.33% 19.33%  Manufacture of
engines and
relevant parts
BRATRER) ERERBERAR Rl i s 50% 50%  ETSmiERIH
(BRATREE) WA WiHE
ERTTH(ER) TBREREERAT Incorporated ~ The PRC The PRC 50% 50%  Sale of Isuzu brand
("Qingling Isuzu Sales") (Note (b)) automobiles and
autoparts
Kiat - Notes:
(a) EBERATRERSEHR_ZTZTLFH (a)  Qingling Isuzu Engine is a sino-foreign joint venture that was established

AETBERIWhIEELE TER
ERHELEEI RS - B
&R E84,260,000% 7T * KRR AE
AT EEITEA42,130,000%E T
(#) AR #300,060,0007T) ° AN 7 &
A+H#LPBEECHEEMEARZ
50% o

“E-N\FtA BRATREBK

WA RER(EE) R BHERA
AR +RERIETEHMG]  BER

‘@El&ﬁﬂm\ﬂuhmg%&m%m
XN _E—N\F+A-ZBEFE T —

pAHMBIEL > BRI THREIIK
BRKAEHATRER ARSI
BRATREHERBELEESHTKE
NTFENR  RERTHER BT
HHEHEE  BfE - ¥ BHE -
AE - AREREM—IEFEER
MATRERAETHHBERIL
FOANEBR c BRI
FMEARAE324,260,000F T (AR
#2,110,104,0007T) ° RNAHFEKIE -

At+i% - BREBERARREDREE
FES T 823 5#50.61% * 30.06%
K19.33%WFT AR - N AR HEHE
7 5 R P 2B B 8L LT8R E

1 ?’%%’éé\#ﬂzﬁﬂ—f%@ct%i$¢m
—REAZARESE - HEEEH
T’EEE’]/ RARHZIEHEOEME S
—HRAE -
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in the PRC in May 2007, and is principally engaged in manufacture of
engines and relevant parts. The registered capital is USD84,260,000,
and the Company contributed USD42,130,000, approximately
RMB300,060,000 to Qingling Isuzu Engine. The Company and Isuzu
held 50% of its paid-up registered capital respectively.

In December 2018, pursuant to a merger agreement dated 2 October
2018 entered into between Qingling Isuzu Engine and A+ E % (&
B)/REZ AR AR ("Isuzu Qingling Autoparts”, which was held by
Qingling Group and Isuzu as to 49% and 51%, respectively), Qingling
Isuzu Engine absorbed and merged with Isuzu Qingling Autoparts while
Qingling Isuzu Engine was the surviving company upon completion
of the merger and assumed all the assets, liabilities, operations,
qualifications, personnel, contracts and all other rights and obligations
of Isuzu Qingling Autoparts which was subsequently dissolved and
deregistered. The registered capital of Qingling Isuzu Engine was
USD324,260,000, approximately RMB2,110,104,000, upon completion
of the merger and each of Isuzu, Qingling Group and the Company held
50.61%, 30.06% and 19.33% of equity interests, respectively, therein.
The Company has joint control of arrangement with other two parties
over Qingling Isuzu Engine by virtue of the contractual right to appoint
one out of the seven directors to its board of directors, whose decisions
about the relevant activities require unanimous consent of the parties
sharing control.



ReaBiRzEEH)
Wit - (%)
@ ()

B SR B 34 T+ 34 B 4

A+RERABETHF(HEREER
A+RHERL)NER  REHTK
% AEBR _-_ZE—-N\ERHELER
AR B ERE EFE EBEREE
AR#1,039,0007T * HEURIEHSE
ANEEDEELERNRES -

b)) ERATHREESA—HR-_ZZTN\FA
REFRBRINFINEGERE 2
NEHERAHRMENTERTETE
1 o HFH & 2 520,900,000 7T © A
AREEERATREE)EE 10,450,000
ET($ARH68,5679,0007T) °

BECEUREMEMNAEEERECHER
EREMAEERRNENMEZIERR
i o

SERRTHEREEL
AEEEABLEIHHAREERTINT -

TP BERGRR BRRIEE BN BHREER
REzAELEMBRRMZIN 22 -

BELEREFRS

IR AR AR LT

22.

Notes:

(a)

(b)
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BE_F—NFF_H=1—HIFE
For the year ended 31 December 2019

INTERESTS IN JOINT VENTURES (CONTINUED)

(continued)
(continued)

As a result of the aforesaid merger of the business of Isuzu Qingling
Autoparts (contributed by Qingling Group and Isuzu) by Qingling Isuzu
Engine, the Group recognised a loss of RMB1,039,000 in 2018 directly
debited to its capital reserve as deemed distribution with owners for the
change in the Group's share of net assets of Qingling Isuzu Engine upon
completion of the merger.

Qingling Isuzu Sales is a sino-foreign joint venture that was
established in the PRC in September 2008, and is principally
engaged in selling Isuzu brand automobiles and autoparts.
The registered capital is USD20,900,000 and the Company
contributed USD10,450,000, approximately RMB68,579,000, to
Qingling Isuzu Sales.

There are no significant restrictions on the ability of joint ventures to
transfer funds to the Group in form of cash dividends, or to repay loans or
advances made by the Group.

Summarised financial information of the joint ventures

Summarised financial information in respect of each of the Group’s joint
ventures is set out below. The summarised financial information below
represents amounts shown in the joint ventures’ financial statements
prepared in accordance with HKFRSs.

The joint ventures are accounted for using the equity method in these
consolidated financial statements.

B8R A AR A R] Qingling Motors Co. Ltd

143



144

e R ERAR MR

Notes to the Consolidated Financial Statements

BE_FT—NF+-—_HA=+—HIFFEZE
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22. REELRZER(R)

22. INTERESTS IN JOINT VENTURES (CONTINUED)

BRI RS Qingling Isuzu Engine

R-B—-NEF RZE—N\F
+ZA=+—HB +=A=1+—H
At At
31 December 31 December
2019 2018
ABRETFTT AREFT
RMB’000 RMB’000
MENVEE Current assets 1,963,340 2,001,129
FEREEE Non-current assets 705,844 521,992
A Current liabilities (192,433) (216,942)
ERBBE Non-current liabilities (215,338) =
BEFE Net assets 2,261,413 2,306,179

T EEREBESEREUTEIE The above amounts of assets and

liabilities include the following:

RekReFEEY Cash and cash equivalents 578,088 1,417,227
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BE_F—NFF_H=1—HIFE
For the year ended 31 December 2019

22. INTERESTS IN JOINT VENTURES (CONTINUED)
Qingling Isuzu Engine (continued)

The above profit for the year include the following:

S ES HE
—Z-nE —E-N\F
+=A=+-B +=ZA=+—H
ILEE EFE
Year ended Year ended
31 December 31 December
2019 2018
ARBFT AREFT
RMB’000 RMB'000
Wz Revenue 1,187,935 1,216,170
FERmN RiRE W ia s Profit and total comprehensive income
for the year 30,428 52,357
RARRTIR AR B ERAA S Dividend declared to and receivable by
the Company 14,535 22,203
P EEEFNBIEATSIE The above profit for the year include the
following:
e REE Depreciation and amortisation 74,392 23,857
FEUA Interest income 51,584 29,121
FigBiZ Income tax expense 898 9,241

B 2 B B BB AR B B TS R RE R Y
RELATHREFEES 2 REENEE

Reconciliation of the above summarised financial information to the
carrying amount of the interest in Qingling Isuzu Engine recognised in the
consolidated financial statements:

RE"B-AE BE-T /S
+=A=+-B t-A=t-A

At At

31 December 31 December

2019 2018

ARBFT AREFT

RMB000 RMB'000

B A TRE e s BEFE Net assets of Qingling Isuzu Engine 2,261,413 2,306,179

REBERERA TR a0 Proportion of the Group's ownership

interest in Qingling Isuzu Engine 19.33% 19.33%

AR IR FIEL 2 AR Adjustments for unrealised profit (2,228) (2,228)
AEERERA TREDR  ERREE Carrying amount of the Group's interest

in Qingling Isuzu Engine 434,903 443,556

B8R A AR A R] Qingling Motors Co. Ltd
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BE_FT—NF+-—_HA=+—HIFFEZE
For the year ended 31 December 2019

22. RRERRZERGA)
L EER g E

22. INTERESTS IN JOINT VENTURES (CONTINUED)

Qingling Isuzu Sales

RI-B—N&E R-_F-N\HF
+=A=+-B t=A=t-A

At At

31 December 31 December

2019 2018

AREFT AREFT

RMB’000 RMB’000

mEEE Current assets 136,646 143,603

EmBEE Non-current assets 57,842 7,446

nBEE Current liabilities (46,247) (35,271)

B IR Non-current liabilities (34,550) =

BEFE Net assets 113,691 115,778
FEEREBESEREUTEE The above amounts of assets and

liabilities include the following:
Re MRS EEY Cash and cash equivalents 105,267 103,192
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BE_F—NFF_H=1—HIFE
For the year ended 31 December 2019

22. REELEZEE(E) 22. INTERESTS IN JOINT VENTURES (CONTINUED)
EBRATRHE0E Qingling Isuzu Sales (continued)
BE BHE
—E2-hE “T-)N\&F
+=-B=+—-H +=ZA=+—H
ILEE LEFE
Year ended Year ended
31 December 31 December
2019 2018
ARBFT AREFT
RMB’000 RMB'000
Yzs Revenue 37,580 80,754
FR(ER)EF A e () 85 (Loss) profit and total comprehensive
income (expense) for the year (2,087) 102
il FE(EBE)EF BEUATRIE - The above (loss) profit for the year
include the following:
IEREH Depreciation and amortisation 1,084 898
FMEMA Interest income 4,102 5,263

£l 2 P FSE R AR & B T R R Y
RERT THREERD 2 REENHER

Reconciliation of the above summarised financial information to the
carrying amount of the interest in Qingling Isuzu Sales recognised in the

consolidated financial statements:

R_E—-NE AZE—)N\F

+=A=+—-B +=ZA=+-H

At At

31 December 31 December

2019 2018

ARSFIT ARETFT

RMB’000 RMB'000

B ATRIFE 2 EEFE Net assets of Qingling Isuzu Sales 113,691 115,778

REBERERATIRHEE 2 A ERERLS Proportion of the Group's ownership

interest in Qingling Isuzu Sales 50% 50%

FEARZ IR FEL 2 A Adjustments for unrealised profit 323 323
AEERERATREEZERREE Carrying amount of the Group's interest

in Qingling Isuzu Sales 57,168 58,212

B8R A AR A R] Qingling Motors Co. Ltd
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BE_FT—NF+-—_HA=+—HIFFEZE
For the year ended 31 December 2019

23. RIERIAETE 23. DEFERRED TAXATION

MEREPHRAREYME  BTEEHREE For the purpose of presentation in the consolidated statement of financial
ENBEETIKE - L TAEEZHRABRZEL position, certain deferred tax assets and liabilities have been offset. The

RIBESR T following is the analysis of deferred tax balances for reporting purposes:

RIB—hE HZZTN\F

+=-B=+—-H +=ZA=+—H

At At

31 December 31 December

2019 2018

ARBFT AREFT

RMB’000 RMB'000

BRERBRE Deferred tax assets 21,991 23,384

ATAREBRAFEERR T ERLERIE The following are the major deferred tax assets and liabilities recognised

BEMBENAREEZS) and movements thereon during the current year:
FEstk At
HEERT
HEERE WEEE  Accrual for mEHE BEKE
Impairment Write-down of selling  Accelerated Deferred 3]
onassets inventories rebates  depreciation income Total

ARETL  ARETT  ARKTT  ARMTT  ABRFT  ARETL
RIMB 000 RIMB 000 RIMB000 AMB000  RMBU0O  RMB00D

R=Z-N\E—A—H At 1 January 2018 217 23371 8,164 = 5 31,752
MBS A R Credit (charge) to profit or loss 123 (10,061) 2,400 (1,841) 1,01 (8,368
RZE-N\E+=A=t—H At31 December2018 340 13,310 10,564 (1,841) 1,011 23384
RERFTAGIR) Credit (charge) to profit or loss 328 (2,120) 2,850 (2,744) 293 (1,393)
W-E-NFE+-A=1+—HB  At31December 2019 668 11,190 13,414 (4,585) 1,304 21,991

148 3% 2019 ANNUAL REPORT



.\m 7f %i#ﬁ%z |Zﬁ ;I

Notes to the Consolidated Financial Statements

BE_F—NFF_H=1—HIFE
For the year ended 31 December 2019

24. &8 24. INVENTORIES
ZE-hE HRIZENF
+=ZB=+—-H +=-A=+—H
At At
31 December 31 December
2019 2018
AR®FIT AREFT
RMB’000 RMB 000
R Raw materials 382,338 466,988
R Work in progress 106,746 43,159
Bk m Finished goods 142,394 141,912
631,478 652,059

25. FEURARSR  FEU R R HfhfE
BRIERAMTREA

RIREIR - AEE 2 YR -
H At YR R IBA FORANT

e S Y5

25. TRADE, BILLS AND OTHER RECEIVABLES AND

PREPAYMENTS

At the end of the reporting period, the Group’s trade, bills and other
receivables and prepayments are as follows:

RZB—NE R-ZT-N\F

+=B=+—-H +=-A=+—H~
At At
31 December 31 December
2019 2018
AR®FIT ANRETFT
RMB’000 RMB'000

R TR E B 518 Trade receivables, less allowance for
credit losses 92,729 194,480
JEMZE & Bills receivable 2,136,756 2,425,588

BERATREDLIEAIRE Dividends receivable from

Qingling Isuzu Engine - 22,203

HAbEUGRIBREE B BB Other receivables, less allowance for
credit losses 18,333 11,906
R EITEN FRIE Prepayments for raw materials 45,439 102,081
AU Bl (ERL Value-added tax recoverable 6,644 =
2,299,901 2,756,258

RZB-—NFF+_A=+—HEZZT—N\F
+—A=+—8 EBEFPANFEANEKIER
A RIAARE2,729,0007T (FK 15 B EiE
B AR ¥3,113,0007T) & A R#194,480,000
TR E BB HH# AR2,030,0007T) °

As at 31 December 2019 and 31 December 2018, trade receivables
from contracts with customers amounted to RMB92,729,000 (net of
allowance for credit losses of RMB3,113,000) and RMB194,480,000 (net
of allowance for credit losses of RMB2,030,000), respectively.

B8R A AR A R] Qingling Motors Co. Ltd
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BE_FT—NF+-—_HA=+—HIFFEZE
For the year ended 31 December 2019

25. FBUARRR - BURiE R HfhfE
Wr R IR B TR £+ R 0 (#68)

R-Z-NF—H—H  EFAQEBRBERTA
AR #546,499,0007T (F1kk A K #845,0007T
ERIERER) -

HER T ZP%HHIK?%:B;.;GMH Ei%
BB ARRINEERRIF) -

RBERIR - AEBERERMR 2 EZAH
(BRE R B HIIRE) 27 .2 FRUBRK
R EMIBRERR - REEDITNT

25. TRADE, BILLS AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

As at 1 January 2018, trade receivables from contracts with customers
amounted to RMB546,499,000 (net of allowance for credit loss of
RMB845,000).

The credit period granted on sales of goods is mainly from 3 to 6 months
except for the subsidiaries of Qingling Group, to which a credit period of
1 year were granted.

At the end of the reporting period, the aged analysis of the Group's
trade receivables, net of allowance for credit losses, presented based on
invoice dates at the end of the reporting period, which approximated the
respective revenue recognition dates, is as follows:

RZB—NE R-ZT-N\F

+=-B=+—-H +=ZA=+—H

At At

31 December 31 December

2019 2018

ABEFTT AREFT

RMB’000 RMB’000

3fE A AR Within 3 months 57,726 174,530
3261 A Between 3 to 6 months 10,202 3,029
212{8AH Between 7 to 12 months 4,515 2,945
100 F Over 1 year 20,286 13,976
92,729 194,480
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For the year ended 31 December 2019

25. TRADE, BILLS AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

At the end of the reporting period, the aged analysis of bills receivable of

BEREBITAOT the Group based on issue date is as follows:
R-B—NE R N\F
+=ZRA=+—HB +=-A=t+—H
At At
31 December 31 December
2018 2017
AB¥TFiT AREFT
RMB’000 RMB'000
ME B AR Within 1 month 552,800 608,013
122{8 A Between 1 to 2 months 367,129 541,558
223f@ A Between 2 to 3 months 293,328 315,727
3Z6{EAH Between 3 to 6 months 909,593 960,290
62 121& A Between 6 to 12 months 13,906 -
2,136,756 2,425,588

iR EE ARITRGESZ  H
+—@EANR -

e Spes

ATE-NFE+-_B=1+—0 " AKEE
JEWBE A4 AR m R E ARE30,154,000
TT(ZZE—NF : AR¥18,316,0007T) 2 FEUR
FRIE o ZHRERNREBHOIE - EhE P
Hi90 A sk A ERy A4 AR 7,395,000 (==
—N\F : AR#¥6,634,0007T) (A Az EHE
ANBEERBHORE2RBERAZETX
EBRERTE  WRAEY - AEEL KRR
ZERWFAGE SIS B T o

All the above bills receivable are guaranteed by banks and their maturity
dates are within 12 months.

As at 31 December 2019, included in the Group's trade receivables
balance are debtors with aggregate carrying amount of approximately
RMB30,154,000 (2018: RMB18,316,000) which are past due as at
the reporting date. Out of the past due balances, an aggregate of
approximately RMB7,395,000 (2018: RMB6,634,000) has been past
due 90 days or more and is considered as in default, as these debtors
normally settled the outstanding balances after 90 days over due with
reference to the debtors’ settlement pattern. The Group does not hold
any collateral over these balances.
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25. FBUARRR - BURiE R HfhfE
Wr R IR B TR £+ R 0 (#68)

RIBEIR - EUIRSK - HAb R REOR RIB
FIRBREENEET 2508 HEAT

25. TRADE, BILLS AND OTHER RECEIVABLES AND
PREPAYMENTS (CONTINUED)

Included in the Group's trade and other receivables and prepayments at
the end of the reporting period are amounts due from related parties as
follows:

ZB-hE RoTNF

+=B=+-H +=ZA=+—H

At At

31 December 31 December

2018 2017

ARETT ARETFT

RMB’000 RMB'000

Bk E Qingling Group 400 95,410
B EERKE AR Subsidiaries of Qingling Group 43,326 11,069
f SRS TR B Isuzu Qingling Engineering 7 48
BIRA TIHE Qingling Isuzu Sales 3,741 10,370
B A TR Qingling Isuzu Engine = 57,403
47,474 174,300

Ll pERERET 2 RIBREERR 2R -

R-ZT—AE+-A=+—8 st AKEEE
R IE AR B IE M98 8 A RS BN 2 FUA
#ARE37,091,0000 (ZZE—N\F : AR
85,682,0007T) °

FEMERR ~ USRI B L At PR MURRIE DA B FE LK
—RAEDRNRE R ER G2 FHEER
735 °

26. EHAER
TEZRNIE36EARNIB(CE—N\E

7%3112“)%) MERZFEMENTF218% %
45%(=Z—\F : 0.80%E3.58%) °

RZE-AE+_A=+—8 " AR
#¥41,857,200c(ZFBE—\F : AR¥
26,423,00070) Z SR1TFEFKIAFET(ET)) 5
@o

TE BN RO ERT (4 R IB B BTRESS -
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The above amounts due from related parties are unsecured and interest-
free.

As at 31 December 2019, the Group's prepayments include advance
payments to independent suppliers of steel amounting to approximately
RMB37,091,000 (2018: RMB85,682,000).

Details of impairment assessment of trade, bills and other receivables
and dividend receivable from a joint venture are set out in note 35.

26. TIME DEPOSITS

The bank deposits are with a term from more than 3 months to 36
months (2018: from more than 3 months to 12 months) and carry interest
at rates ranging from 2.18% to 4.5% (2018: from 0.80% to 3.58%) per
annum.

As at 31 December 2019, the bank deposits of RMB41,857,200 (2018:
RMB26,423,000) were denominated in United Stated Dollar (“USD").

Details of impairment assessment of time deposits are set out in note
85!



27. EMRFIETRHER BITER
SITRBERES®

RITEHR - RITEHR MRS

BEHBLIR=ZEAZRITFERA
500,000,000 C (=& — )\ : )\Eﬁﬁ
3,501,000,0007T) #94F & & F| & £3.90% (=
T— N\ : 410%%E4.80%) °

TRHEBRTESKRERBITESLIINAEAR
#137,633,000(ZE—N\F : AR¥
79,999,0007T) M A R#51,408,273,0007T (=
T—)\F : AR¥1,152,264,0007T) & &H
BERE0.0001%E0.39% (=T — \F :
0.0001%ZE0.39%)5H 8. °

RSB ERHINEEEBIAINEEIERR
TTRSMREEIIT
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For the year ended 31 December 2019

27. RESTRICTED BANK BALANCES, BANK
DEPOSITS, BANK BALANCES AND CASH

Bank deposits, bank balances and cash

Bank deposits with original maturity less than 3 months of
RMB500,000,000 (2018: RMB3,501,000,000) carry fixed interest rate of
3.90% (2018: ranging from 4.10% to 4.80%) per annum.

Restricted bank balances and bank balances of RMB137,633,000 (2018:
RMB79,999,000) and RMB1,408,273,000 (2018: RMB1,152,264,000)
respectively carry interest at market rates, which ranging from 0.0001%
10 0.39% (2018: 0.0001 % to 0.39%) per annum.

The bank balances and cash that are denominated in currencies other
than the functional currencies of the relevant group entities are set out
below:

RIB-AE HR-_T-NF

+ZA=+—HB +=A=1+—H
At At
31 December 31 December
2019 2018
ARBTFT AREFor
RMB’000 RMB 000
=TT uUsb 14,124 11,115
= JPY 2,827 1,365
BT Hong Kong Dollar (“HKD") 131 69
B (BT )) European Dollar (“EUR") 42 42
weE(Ees]) Great Britain Pound (“GBP") 3 3
17,127 12,594

ZRHIERITREER Restricted bank balances

BE—FREENER —FRARARFPE—R
BITRITNESREFRABNUSHNREET
£ MARET79,999,000 T HISRITAESATE R R
% - BHEARY137,633,000THRITART
—E-NF+—ANBWERRE - GRS
BRI EES9 ©

XMRBIRITAES  RITFRRBITREHRORE
AHEEF BB HIFES5 ©

Following the unfreezing of the balance of RMB79,999,000,
RMB137,633,000 have been refrozen in 4 November 2019 according
to the civil ruling issued by a court in relation to a dispute in respect
of a financial credit agreement entered into between the Company's
customer and a bank. Details of which are set out in note 39.

Details of impairment assessment of restricted bank balances, bank
deposits and bank balances are set out in note 35.
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28. BftIR - B RiERHEME
&R

RBEMHR - NEBNRMAER - BARE
NEMENFIENAT

28. TRADE, BILLS AND OTHER PAYABLES

At the end of the reporting period, the Group's trade, bills and other

payables are as follows:

RIZS—-hE A\ZE-N\F

+=ZRA=+—HB +=-A=t+—H

At At

31 December 31 December

2019 2018

ARETFT ARETFT

RMB’000 RMB'000

FERBR R R B R 1% Trade and bills payables 1,730,270 1,751,638
JETSHEEM Selling expenses payables 231,289 200,954
H b Hi18 Other tax payable 3,816 28,162
oAt JEA 3B (B 22) Other payables (note) 189,898 189,099
2,155,273 2,169,853

Hat

—EAFT-A=+—H  HMESXK
HAARY189,898,000 L (ZT— N5 :
AR#¥189,099,0007T) * TEBIEEAH
BERERNYRARYE24,061000L(=F
—\% : AR#26,154,0007T) @ 51 EA
BLIERE ARKT71,150,000L(ZF—N
F: AR¥57,988,0007T) RERNTE A
R¥18,386,000L(=F—/\F : AR®
20,265,0007T) °

RBEHR  AEERBEAS HRAHE

Note:

As at 31 December 2019, other payables amounted to RMB189,898,000
(2018: RMB189,099,000) mainly including accrued continuing royalties
payable of RMB24,051,000 (2018: RMB26,154,000), accrual royalties and
license fee of RMB71,150,000 (2018: RMB57,988,000) and payroll payable of

RMB 18,386,000 (2018: RMB20,265,000).

At the end of the reporting period, the age analysis of trade and bills

5 2 RIS R R B T RIB O AR OITAT - payables of the Group based on purchase date/bills issue date is as
follows:

RZE—-RE PN\ F
+=ZB=+—-HB +=-A=+—H
At At
31 December 31 December
2019 2018
ABREFT AREFor
RMB’000 RMB'000
3EAUR Within 3 months 1,523,453 1,529,723
3Z6fAA Between 3 to 6 months 200,206 214,380
721218 A Between 7 to 12 months 408 1,255
128 E Over 12 months 6,203 6,280
1,730,270 1,751,638
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28. TRADE, BILLS AND OTHER PAYABLES
(CONTINUED)

Included in the balance of trade, bills and other payables at the end of the
reporting period are amounts due to related parties as follows:

A_B—NE P TN\F
+=ZRA=+—HB +=-A=t+—H

At At

31 December 31 December

2019 2018

ARBFIT AREFT

RMB’000 RMB 000

A+4R Isuzu 95,201 84,142
EHREE Qingling Group 51,553 5
EiREENKE AR Subsidiaries of Qingling Group 51,309 65,870
Ei A i T e Qingling Isuzu Engine 49,912 65,698
247,975 215,715

ERFRAEZNE - BIER 28 - KED
FEEEHA3E6MEA -

RIREHER - BRI R EMENFIEF
AHFAARKIS,775,0007T(ZFE— \F -
AR #84,696,0007T) © AREZIETIABES
(E

These amounts are trade in nature, unsecured, interest-free and the
credit period granted on purchases of materials is 3 to 6 months.

At the end of the reporting period, included in trade and other payables

are amounts aggregating to RMB95,755,000 (2018: RMB84,696,000),
which are denominated in JPY.
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29. aaR

RZZTE—AF+_A=+—H AEBA
R#438,023,000C(—E—N\F : AR
418,380,000 D) AN BBEEBEEEASEH
MEREFRBENEFBRREERAENE
T MR_E—NF+_A=+—HHAENE
BEEREE_ZT_SF+_A=1+—HLFE
B ERER - R=ZE—N\E—A—H 44
BEAARE372,184,0007T °

BT -NF+_A=+—BLLFE O
A2 ANR#418,380,000L(ZZE—NF : AR
#372,184,0007T) Z W AGT AF A DB EL
ﬁfjé\o

PREHIEIR - ENEREENRBEAARE
51,484,00000(ZFE—N\F : &) o
30. ;RiEAR

REABRERBERHRRABZLPINNHEE
RA -

29. CONTRACT LIABILITIES

As at 31 December 2019, the Group's contract liabilities of
RMB438,023,000 (2018: RMB418,300,000) mainly represent the Group's
obligation to transfer trucks and vehicles to customers subsequently for
which the Group has received advance payments from the customers.
Contract liabilities as at 31 December 2019 will be recognised as revenue
for the year ending 31 December 2020. As at 1 January 2018, contract
liabilities amounted to RMB372,184,000.

For the year ended 31 December 2019, revenue of RMB418,380,000
(2018: RMB372,184,000) recognised that was included in the contract
liability balance at the beginning of the year.

At the end of the reporting period, the amount of RMB51,484,000 is due
to Qingling Group (2018: nil).

30. REFUND LIABILITIES

The refund liabilities are arising from selling rebates to customers at the
end of the reporting period.

HEAR 31. LEASE LIABILITIES
—Z-hE
2019
ARBTFT
RMB’000
BfERRRE: Lease liabilities payable:
—EHA Within one year 29,359
TFAEZ2F A THRA Within a period of more than one year but not more than two
years 28,833
26 A EESF AT HREA Within a period of more than two years but not more than five
years 30,150
88,342
B 12EAREERRGIARBER) Less: Amount due for settlement with 12 months shown under
current liabilities (29,359)
PEARBERZGAEREBEE) Amount due for settlement after 12 months shown
under non-current liabilities 58,983
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32. &% 32. SHARE CAPITAL

®-Z—N\§—AF—H "
—Z2-N\F+Z-A=+—H
BR-ZE—h&E+=-RA=+—H
At 1 January 2018,

31 December 2018

and 31 December 2019
ARMFT

RMB’000

- BEBITRERE Registered, issued and fully paid 2,482,268

Bin&H

Number of shares
®-Z—N\E—A—H "
—Z—-)\F+=ZA=+—H
BR-E—-hAE+-A=+—H
At 1 January 2018,

31 December 2018

and 31 December 2019
iz

‘000

FREEARB1 TG Shares of RMB1 each
—RNER — Domestic shares 1,243,616
—Hi% - H shares 1,238,652

2,482,268

ﬁqﬁj&tyt}: BT R s .Ej{ﬂﬂ}ﬂz_\iﬂ’\fg Domestic shares are ordinary shares subscribed for and credited as fully

BUARBRE R ARY A BT EE - m paid up in RMB by the PRC government and/or entities established in the
HﬁXﬁqn BT RS R B s A S B A PRC. H shares are ordinary shares subscribed for in HKD and credited as
AN T IAB TR RIAARB ARSI BER fully paid up in RMB by persons other than the PRC government and/or
AR o entities established in the PRC.

NEBREHEFEHENSE FTEHAZ RS Domestic shares and H shares rank pari passu in all respects with each
%o NERT O REBHARSFAERAT A other. Domestic shares are not freely traded in The Stock Exchange of
HEE - Hong Kong Limited.

AT - 317 R& R IEARRE R There were no changes in the registered, issued and fully paid share
YR EE o capital of the Company during both years.
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33. RFEEUTA — BT 6 Bh

IRIEA SRR SR BB 83T MR IR B O BUR
fHBNRAL -

ZWJ%H@JE@EkW%ﬁjJ;%ﬁE/\Eﬁgz 400 000
TTARBEFERTE - AEBR_T—+tF
B = NEH R E BT/ EEEARE
5,660,0007T & A R #51,080,0007T @ {EAHIT
BIFT IR REE 2 ERRA - 2S£ BOWE
AR A IR B ER AT E B F R A
WA - ZBEREHRAFEHNRAREAAR
446,000 (ZFE—\F : F) - RZZE—N,
F+-A=+—H8 ' ARK#¥S8,694,000c(==
— N\ : AR¥6,740,0007T) 2 BRI 13 1
84 o

34. EXEABER

AEMETEHALR  URRAEENSEES
THEEE R EAE(CES RS
BRI EE - AR B RS
LEETE

REEZEARBRBENRREE AREER
(BRE#HTEAR - REEN R EMREE)

ARAREETHEREARE - (ERLLERZ
—#fD - ARAREFEEREESBEANIERERE
ZEARRAR R o NEBEFEBRMNERS -
BITEIRD RIRMDEERE - AR T EE LS
BB ERFEEEBEARRE
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33. DEFERRED INCOME - GOVERNMENT GRANTS

The deferred income represents government grants subsidising the
Group's equipment for technology innovation and environmental
protection.

Government grants of RMB2,400,000 have been received in the current
year for purchase of the new energy vehicles. The Group received
government subsidies of RMB5,660,000 in 2017 and RMB1,080,000 in
2018 towards the cost of construction of its equipment for technology
innovation and environmental protection. The amounts received have
been treated as deferred income and are transferred to income over the
useful lives of the relevant assets. This policy has resulted in a credit to
income in the current year of RMB446,000 (2018: Nil). As at 31 December
2019, carrying amount of RMB8,694,000 (2018: RMB6,740,000) will be
amortised in the future.

34. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity balance.
The Group's overall strategy remains unchanged from prior year.

The capital structure of the Group consists of equity attributable to
owners of the Company, comprising issued share capital, retained profits
and other reserves.

The directors of the Company review the capital structure from time to
time. As part of this review, the directors of the Company consider the
cost of capital and the risks associated with each class of capital. The
Group will balance its overall capital structure through the payment of
dividends, new share issues and share buy-backs as well as the issue of
new debt or the redemption of existing debt.
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3. &#MTH 35. FINANCIAL INSTRUMENTS
(a) &MI AR (a) Categories of financial instruments
R-Z-n% R-E—N\%&
+=B=+—-HB +=-A=+—-H
At At
31 December 31 December
2019 2018
ARBFT ANEETT
RMB’000 RMB’000
eREE Financial assets
ERERATENSREE Financial assets at amortised cost 8,549,211 8,522,767
SRR Financial liabilities
BRI Amortised cost 2,151,457 2,141,691
HEBRE Lease liability 88,342 =

(b) SEEREEDHRREBE

AEENTIESHTABERUIRNR - BKRE
BEREMERIR B —HKEEEERS
EBER - XRFIRITHEL - |RITER - RIT
BERkAT  BNRANENSRE  RERE
NEMBENFIE ZEFERTANFBERES
HMTER I - BEzEeRTAGHNRERE
Ems AR (R xR RIMNERR) - (=ARR
KMn@ET R - R D% FRMB B R
FIRTX - AREEHZERBRNZEIEE
BRFAEZERRZ AL EEREE - B2
BaEEELERIEERE - MEERRER
BEITEERE -

(b) Financial risk management objectives and policies

The Group's major financial instruments include trade, bills and other
receivables, dividend receivable from a joint venture, time deposits,
restricted bank balances, bank deposits, bank balances and cash,
trade and bills payables, refund liabilities and other payables. Details of
the financial instruments are disclosed in respective notes. The risks
associated with these financial instruments include market risk (interest
rate risk and currency risk), credit risk and liquidity risk. The policies
on how to mitigate these risks are set out below. There has been no
significant change to the Group's exposure to these risks or the manner
in which it manages and measures these risks. The management
manages and monitors these exposures to ensure appropriate measures
are implemented on a timely and effective manner.
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35. &I A (H#)

(b) SMEREEERRBE )

HREE

) SNEmE

$¢lyﬂ§ ﬁﬁ%%ﬁz'ﬁﬁﬁﬁﬂﬁ
% o ANEEERAIMNER 5§l ik 3t

FFHEHME ’Jﬁxﬁlﬂﬁl\Eﬂ @@’thﬂ%?}
KRB A B INE R B o

AT BAEERREARRANSHERFE

35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)
Market risk

(1) Currency risk

Several entities of the Group have foreign currency purchases, sales,
which expose the Group to currency risk. The Group considers the
currency risk insignificant and does not use any derivative contracts to
hedge against its exposure to currency risk. The Group manages its
foreign currency risk by closely monitoring the movement of the foreign

currency rates.

The carrying amounts of the Group's foreign currency denominated

INERE s B EEREY BB REE - monetary assets and monetary liabilities that are subject to currency risk
at the end of the reporting period are as follows:
BE ffR
Assets Liabilities
RIZ-A&E RZZ-/\& RIB-AE RKRZT)NE
+ZB=+-H +zZA=+—H +ZRA=+-A +=ZA=+—H
At At At At
31December 31 December  31December 31 December
2019 2018 2019 2018
ABBTFT ARETFT ARBFIT ANEBEFT
RMB’000 AMB'000 RMB'000 RMB 000
e Usb 55,981 37,538 - -
BE JPY 2,827 6,647 95,755 84,696
BT HKD 131 69 - -
BT EUR 42 42 - -
B GBP 3 3 - -
BURRE AT Sensitivity analysis

AEEZEERERRKRAETRBEZEER
&) o SRETEET - BUT R ESEFB AR
FEEKR - MAEIAREE AT - BT Russ
RIS DT o

3} 2019 ANNUAL REPORT

The Group is mainly exposed to the risk of fluctuations in USD and JPY.
The management assessed the risks of fluctuations in HKD, EUR and
GBP are insignificant and did not present the sensitivity analyses in the
RMB against HKD, EUR and GBP.
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(b) SFEREEBFREBHE#H)
i e (#5)

() SMNEERGE)
BRE ST (8)

TRHFMAERMZ AR S ET L BEFE
5% (ZZ—)\F : 5%)FEMFRE - 5% (=
T—\4F :5%) AT EEEABERNBRSE
INERBERAZHRELR  RREEE
5 HINE [ =R ﬁT%ﬁ@Zﬁﬁ°ﬂWF
MERBHAREENINESTEEBEE -
&%XEAEME%E&E!ETWMMM:
T—)\F : 5%)MIEEAFAE - T7(BE)IE
FREARENZTHRAEHES% (ZZE—N
F 1 5%) MEBUF RBRF BRI OR )80 -
AR N ET R BERES%(CT—/\F
5%) + RlgHFANRTIE &M EEBMERM
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35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)
Market risk (Continued)

(1) Currency risk (Continued)

Sensitivity analysis (Continued)

The following table details the Group's sensitivity to a 5% (2018: 5%)
increase in the exchange rate of RMB against USD and JPY. 5% (2018:
5%) is the sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents management’s
assessment of the reasonably possible change in foreign exchange
rates. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the period
end for a 5% (2018: 5%) change in RMB against USD and JPY. A
(negative) positive number below indicates (decrease) increase in post-
tax profit for the year, where the RMB strengthen 5% (2018: 5%) against
USD and JPY. For a 5% (2018: 5%) weakening of the RMB against USD
and JPY, there would be an equal and opposite impact on the post-tax
profit for the year.

BWEZB-NF BE_T/)/\F
+=A=+—H +-A=+—H

J1:3: 5 IHFE
Year ended Year ended
31 December 31 December
2019 2018
ARETT ARETFT
RMB’000 RMB'000
B& Profit or loss
xETT usDb (2,379) (1,595)
=] JPY 3,949 3,317

(i) FIEEE

RERE R A EER R R 125 SRR E i R
IR EMFRLEERESR -

AEEZRERENXRAR T BEPREARE
Bi%F SR 2 RITEBRRITIFRELZTF
BN FRE

(i) Interest rate risk

The Group's fair value interest risk relates preliminary to time deposits
and lease liabilities carried at fixed interest rates.

The Group's cash flow interest rate risk is mainly concentrated on the

fluctuation of deposit interest rate arising from the Group’s bank balances
and bank deposits carried at variable rate.
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35. &I A (H#)

(b) SRBRBEEERRREE)
78RR (4)

(i) FIEER )

BB

MT@*E AT TR RS B R IR E T

RFNRIEZ IRITERRBEMET - FIE EFH
1zﬁé1fi025%(_iﬁ J\F 1 0.25%)3AEE
EEABERIREFERRRRA - WREK
mf%iT%'me£iTéE@@]2n¥1é

i M =& EFHBEIKO. 25%(_:ﬂ\¢
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35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)
Market risk (Continued)

(i) Interest rate risk (Continued)

Sensitivity analysis

The sensitivity analysis below has been determined based on the
exposure to bank balances carried prevailing deposit interest rate at the
end of the reporting period. 0.25% (2018: 0.25%) increase or decrease
in interest rate is used when reporting interest rate risk internally to key
management personnel and represents management’s assessment of
the reasonably possible change in interest rates.

If interest rates had been 0.25% (2018: 0.25%) higher/lower and all other
variables were held constant, the Group's post-tax profit for the year
ended 31 December 2019 would increase/decrease by approximately
RMBS3,285,000 (2018: increase/decrease by RMB2,619,000). This is
mainly attributable to the Group's exposure to interest rates on its
restricted bank balances and bank balances.

Credit risk and impairment assessment

Credit risk refers to the risk that the Group’s counterparties default on
their contractual obligations resulting in financial losses to the Group. The
Group’s credit risk exposures are primarily attributable to trade, bills and
other receivables, dividend receivable from a joint venture, time deposits,
restricted bank balances, bank deposits and bank balances.

Trade and bills receivables arising from contracts with customers

Before accepting any new external customers, the Group uses an
internal credit scoring system to assess the potential customer’s credit
quality and assign credit limits thereto. Limits and scoring attributed
to customers are reviewed twice a year. Besides, recoverability of
the existing customers is reviewed by the management of the Group
regularly. The Group only accepts bills issued or guaranteed by reputable
PRC banks if trade receivables are settled by bills and therefore the
management of the Group considers the credit risk arising from the
endorsed bills is insignificant. In this regard, the directors of the Company
consider that the Group’s credit risk is significantly reduced.

In order to minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit limits and
monitoring procedures to ensure that follow-up action is taken to recover
overdue debtors.
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)
Credit risk and impairment assessment (Continued)

Trade and bills receivables arising from contracts with customers
(Continued)

In addition, The Group performs impairment assessment under lifetime
ECL model for trade and bills receivables individually based on internal
credit rating, customers’ ageing and historical observed default rates
over the expected life of the customers and adjusted for forward-looking
information that is available without undue cost or effort. Impairment
of RMB1,083,000 (2018: RMB1,185,000) is recognised during the year.
Details of the quantitative disclosures are set out below in this note.

Dividend receivable from a joint venture and other receivables

For other receivables, the management make periodic individual
assessment on the recoverability of other receivables based on historical
settlement records, past experience, and also quantitative and qualitative
information that is reasonable and supportive forward-looking information.
The management believe that there are no significant increase in credit
risk of these amounts since initial recognition and the Group provided
impairment based on 12m ECL.

As at 31 December 2018, the Group's credit risk in the gross amount of
dividend receivable from a joint venture of RMB22,203,000 are mitigated
through the value of assets held by the joint venture and the power to
jointly control the relevant activities of the joint venture. The directors of
the Company believe that there is no significant increase in credit risk of
the amount since initial recognition and the Group provided impairment
based on 12m ECL. The Group assessed the ECL for the gross amount
of dividend receivable from a joint venture were insignificant and thus no
loss allowance was recognised.

Time deposits, restricted bank balances, bank deposits and bank balances

The management of the Company assessed that the Group's time
deposits, restricted bank balances, bank deposits and bank balances
are at low credit risk because they are placed with reputable banks with
high credit ratings assigned by either international or PRC credit-rating
agencies. The Group assessed 12m ECL for these balances by reference
to information relating to probability of default and loss given default of
the respective credit rating grades published by external credit rating
agencies. Based on the average loss rates, the 12m ECL on these
balances is considered to be insignificant and ECL is not provided.

B8R A AR A R] Qingling Motors Co. Ltd
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35. @M T A (&) 35. FINANCIAL INSTRUMENTS (CONTINUED)
(b) SREMFETEHBFERBEKGE (b) Financial risk management objectives and policies (Continued)
15 /5 /8 b2 B % (2 5T 15 (#R) Credit risk and impairment assessment (Continued)
REEMASEARRSRTEEENTE The Group's internal credit risk grading assessment comprises the
Al following categories:
Htt&mEE
PIER IS AT Jiii sk BUiRES, SHEE HMRERRE
Trade receivables/ Other financial
Internal credit rating Description contract assets assets/ other items
a9 RGEFEHNBBRIE - TMEERIEEFIE HIEHIEAEA-IF 12 ATEEMERIEX
ERRE
Low risk The counterparty has a low risk of default and does Lifetime ECL—-not  12m ECL
not have any past-due amounts credit-impaired
BREE BEBABRTRIAERERERERBEE FHTEMEABA- 12 ABEERIEBX
FEERRE
Watch list Debtor frequently repays after due dates but usually Lifetime ECL —not ~ 12m ECL
settle in full credit-impaired
QE=4 BB BAMREERSIINBERVIAERE - FER 2EBEEREA-3F 2HERERER-3E
eyl ERRE ERRE
Doubtful There have been significant increases in credit Lifetime ECL —not  Lifetime ECL — not
risk since initial recognition through information credit-impaired credit-impaired

developed internally or external resources

&g BEOREAZEEFEEERE 2 HTEHERBEA-(E 2HBEHEREBX-E
FRIE FRE
Loss There is evidence indicating the asset is credit- Lifetime ECL — Lifetime ECL - credit-
impaired credit-impaired impaired
s BEOREAEBABARSNWIEIE - AmAEE FIE T AR FRIET LA
W B FRIE ) 7 BT
Write-off There is evidence indicating that the debtor is in Amount is written off Amount is written off

severe financial difficulty and the Group has no
realistic prospect of recovery
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35. &@m TR () 35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) SREMFETEHBFERBEKGE (b) Financial risk management objectives and policies (Continued)
15 /5 /8 b2 B % (2 5T 15 (#R) Credit risk and impairment assessment (Continued)
REEMASEARRSRTEEENTE The Group's internal credit risk grading assessment comprises the
Al following categories:
12[A5 2 H 2019 2018
| OMMERRHAR mBERFR  BHEREX REHE REHE
st External Internal ~ 12-month or Gross Gross

Notes  creditrating creditrating  lifetime ECL carrying amount carrying amount

AEBETT ARETFL ABBFT ANEBETFTL
RMB'000 RMB'000 RMB'000 RMB'000
BHSRTHECONEE
Financial assets at
amortised cost
JEUERR 25 TEA ERE 2BBEHEREX 95,562 195,665
Trade receivables N/A Lowrisk  (GEEERE)
Lifetime ECL (not
credit-impaired)
BE 2HRHEEREX 280 95,842 845 196,510
Loss  GHERHEE)
Lifetime ECL
(credit-impaired)
[EUEE 25 A TER 2HRHEREX 2,136,756 2,425,583
Bills receivables NA  GHERHE)
Lifetime ECL (not
credit-impaired)
Hft EUIR 25 Gyl [ERE 12[EARIER 18,333 11,931
Other receivables N/A Lowrisk — B&(#H1)
12m ECL (note 1)
BE 2HREEREX 300 18,633 - 11,931
Loss  (EERHE
(Hzt1)
Lifetime ECL (not
credit-impaired)
(note 1)
BY—FAELEHORS 2% TER EmE 128 ARHER - 22,203
Dividend receivable from N/A Lowrisk  B&#Z1)
ajoint venture 12m ECL (note 1)
BOGFRRRTHE 27 AA ™ER 12EREREER 1,908,273 4,653,264
Bank deposits and bank NA - BX
balances 12m ECL
RR BRI TER 27 AAA TER 1208 ABEER 137,633 79,999
Restricted bank balances NA - BX
12m ECL
EHER 26 AA TER 12(8ABEBER 4,254,437 1,134,314
Time deposits NA - Bk
12m ECL

B8R A AR A R] Qingling Motors Co. Ltd
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35. &ET A (i)
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15 75 B3 B it (64T 14 (4)
Wi -

1. RETABERRRER  ARBEERBE
BIEE BRI B P HERUASR(E R A &
wEEh -

35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)

Credit risk and impairment assessment (Continued)

Notes:

1. For the purposes of internal credit risk management, the Group uses
past due information to assess whether credit risk has increased

significantly since initial recognition.

ki@
EEEERY
Not past due/
2019 No fixed
—E-hEF bkt repayment #at
Past due terms Total
AB¥TFT AB#TFTT AB#FTT
RMB’000 RMB’000 RMB’000
HAhfEWRIE Other receivables 300 18,333 18,633
2018 Not past due/
—T-N\F No fixed
repayment
Past due terms Total
ARETFT ARETFT ARKEFT
RMB'000 RMB’000 RMB’000
Hfth RIS Other receivables 25 11,906 11,931
B — */\%ﬁiﬁx B Dividend receivable from
a joint venture - 22,203 22,203
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35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)
Credit risk and impairment assessment (Continued)

Allowance for impairment

During the current year, the movements in allowance for impairment in
respect of trade receivables were as follows:

FHTEE 2HIEH

ER#EX EREX

GEHERRE) (EARE)
Lifetime ECL (not Lifetime ECL Mt
credit-impaired)  (credit-impaired) Total
AREFT AEBFT AREFT
AMB 000 AMB 000 RMB 000
RZE-N\F—A—B0EH Balances as at 1 January 2018 = 845 845
FELSREE New financial assets originated 1,185 = 1,185
RZZE-N\ETZA=+—BH&EH Balances as at 31 December 2018 1,185 845 2,030

RZZE-NF-A—BRREBMIEBE 2% Changes due to financial instruments
recognised at 1 January 2019

- BEERAE - Transfer to creditimpaired (280) 280 =
- BREREBE - Impairment losses reversed (905) (845) (1,750)
FELSREE New financial assets originated 2,833 = 2,833
RZZB-NF+A=+—AN&H Balances as at 31 December 2019 2,833 280 3,113

B8R A AR A R] Qingling Motors Co. Ltd
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35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)

Credit risk and impairment assessment (Continued)

respect of other receivables were as follows:

During the current year, the movements in allowance for impairment in

2HITEH 2HIEE

EREX ER#EX

GEHERRE) (ERAE)

12( 7785 Lifetime ECL Lifetime
EREX {not credit- ECL (credit- Bt
12m ECL impaired) impaired) Total
ANREFT  AREFT AREFT AREFZT
AMB 000 RMB'000 AMB 000 RMB 000
—Z-\§-A-BREH Balances as at 1 January 2018 - - - -
NELSREE New financial assets originated 25 = = 25
“E-NE+Z A=t -HOEH Balances as at 31 December 2018 25 = = 25

T-NF-R—HBRAZERMIA Changes due to financial instruments
%ﬁznﬁ recognised at 1 January 2019

~EE2HREEREX - Transfer to lifetime ECL (15) 15 = =
-BRERESSE — Impairment losses reversed (10) = = (10)
-BEAREERE - Impairment losses recognised = = 1,694 1,594
—HisA ~ Write-offs - - (1,594) (1,594)
FELSREE New financial assets originated 285 = = 285
“E-NFETZ A=t B Balances as at 31 December 2019 285 15 - 300

=R EF
MEE26PT B R < FE K R 7y

FRIA 2 1= A R

Concentration on credit risk

There is concentration of credit risk on amounts due from related

parties, which have been disclosed in note 25 and the Group periodically
evaluated the related parties credit rating and also look for more
non-related party customers. Apart from that, the Group does not
have significant concentration of credit risk on other trade and other
receivables, with exposure spread over a number of counter-parties and
customers.

&4 AREEHHEBES < EEARLS
KEZIRET TP o BRI AREZH
i FE R R S EL A FE MR IR 2 (5 R R R 3 T 38
B&EH  BROBMRZERZETRER
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35. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies (Continued)
Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by the
management to finance the Group's operations and mitigate the effects
of fluctuations in cash flows. The Group relies on cash generated from
operating activities as a significant source of liquidity. Trade and bills
receivables can be received within six months based on the earliest date
on which the Group can require payments and bank balances can be
drawn on demand. The directors of the Company believe that the Group
will have sufficient funds available to meet its financial obligations in the
foreseeable future based on management working capital forecast.

The following tables detail the Group’s remaining contractual maturity
for its non-derivative financial liabilities based on the agreed repayment
terms. The tables have been drawn up based on the undiscounted cash
flows of financial liabilities based on the earliest date on which the Group
can be required to pay.

RRHS
migFyHE ZREIOR-BA -F=@ER ZERE-% -ERE -5 33 mERE  ERCEEE
Weighted ~ On demand Total Carrying
average  orless than 3 months undiscounted amount at
interest rate Tmonth  1-3months to 1 year 1-2 years 2-5 years cash flows year end
%  ARETT  ARETT  AREFT ARETT ARKFT ARETT ARETR
% AMB 000 AVB 000 AWB 000 AMB 000 AMB 000 AMB 000 AMB 000
RZE-NE At 31 Decernber 2019
+ZA=1-A
ENSFRENZE  Trade and bills payables - 489,701 742,036 498533 - 5 1,730,270 1,730,270
EAHEBEREM  Seling expenses payables
JEf3E and other payables - 57,814 71553 285,820 = 5 an 87 an 87
fEsk Lease liability 4.48% 2,803 5,605 24312 30,895 30,895 94,510 88,342
550,318 825,194 808,665 30,895 30,895 2,245,967 2,239,799
RZE-N\F At 31 December 2018
tZA=1-H
BRI RERRE Trade and bills payables - 661,227 524,315 566,096 - - 1,751,638 1,751,638
EFEEBERAML  Seling expenses payables
FEfiFE and other payables - 181,490 140,143 68420 - - 390,053 390,063
Y2717 664,458 634,516 - - 2141691 2,141,691
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35. FINANCIAL INSTRUMENTS (CONTINUED)

Fair value of the Group'’s financial assets and financial liabilities that
are measured at fair value on a recurring basis

The fair value of the Group's financial assets and financial liabilities are
determined in accordance with generally accepted pricing models based
on discounted cash flow analysis.

The directors of the Company consider that the carrying amounts of

financial assets and financial liabilities recorded at amortised costs in the
consolidated financial statements approximate their fair values.

36. RELATED PARTY TRANSACTIONS/BALANCES
The Group's related party balances are set out in notes 25 and 28 and 29.
The Group entered into the following transactions with related parties:

(i)  Transactions with Qingling Group and its subsidiaries

BE_Z-hE #HZ2ZT)\HF
+=B=+—-H +=-A=+-H
LLEE EFE
Year ended Year ended
31 December 31 December
RH5ER Types of transactions 2019 2018
ARBFT AEETFT
RMB’000 RMB'000
HEERTERER Sales of chassis to Qingling Group 1,299,207 1,239,140
HERESHHREMT - Sales of automobile parts and others to:
-—ERERGEERAR(EREE] - BREREESR2AR("Qingling Casting”) 24,895 24,062
- EREERERARAR(ERER)) - EEERBEFARAF("Qingling Axle") 9,875 13,949
-BEERAZERERAR(ERER]) - EFERBEERARAF"Qingling
Chair") 8,857 10,072
—EEEREAAEERAB(ERZA) - BERERERREAFRAF)("Qingling Zhuan
Yong”) 6,239 5,648
—BEERERAEREDMEBRAR(ERES]) - BERRABEERBMERLE("Qingling
Chassis”) 2,744 3,889
—BEERRAEENTRZEERAR(ELEN]) - EERRTERNBREEERAR
("Qingling Jijia") 2,535 2,466
—EEERAERGEEER AR (EREME) - BERRABERFRIEAR AR Qngling
Parts") 2,339 -
—ERBRBERR AR (BRE) - EEESRIBEAR A" Qingling Forging”) 2,161 2,705
NG (s =) - BEERERABRAR)("Qingling Cast
Aluminium”) 1,779 1,474
—EEEREMNARAR(ERER) - BEERSRBAERADF("Qingling Plastics”) 954 1,447
—BRER - Qingling Group 70 712
—BERaRERGEERAB(RR]) - ERRUAABE AR AT "Keyu") 5 =
62,453 66,424
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36. RELATED PARTY TRANSACTIONS/BALANCES
(CONTINUED)

(i) Transactions with Qingling Group and its subsidiaries
(Continued)

BE-S-0E BE-T 4
+=A=+-B +-A=1-A

LLEE EFE
Year ended Year ended
31 December 31 December
RHER Types of transactions 2019 2018
ARBFT ARETFT
RMB’000 RMB'000
KRB aHRe Purchases of automobile parts from:

—ERER - Qingling Axle 388,220 421,801
— BRIt - Qingling Chair 54,678 61,347
—ERER - Qingling Plastics 55,753 59,321
—BiRiE - Qingling Forging 34,570 40,961
—BiREE - Qingling Casting 25,645 29,249
—BiRER - Qingling Cast Aluminium 9,356 11,066
—®ba - Keyu 6,034 -
— SN - Qingling Jijia 6,010 9,038
-ERER - Qingling Chassis 4,667 4,621
-BREA - Qingling Zhuan Yong 4,536 6,869
— BRI - Qingling parts 3,150 =

- BEEREHTMRERRAR(ERERDR]) - EFEREHTREEER AT (“Qingling
Vehicle Parts”) 1,276 1,276
—BRER - Qingling Group 25 38
593,920 645,587
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36. MEARH HERGR) 36. RELATED PARTY TRANSACTIONS/BALANCES
(CONTINUED)
(i) HERKEREHMELTHESR (i) Transactions with Qingling Group and its subsidiaries
(Continued)
BE_Z-AE BZ-TN\F
+=ZA=+—-H +Z=A _‘l' =
i1 3: 5 HFE
As at/For the As at/For the
year ended year ended
RREE Types of transactions/ 31December 31 December
MY Nature of balances 2019 2018
ARBFT AREFT
RMB’000 RMB'000
HAEEEvNBHEEEER Expense relating to short-term lease for
renting warehouse:
—BiREE - Qingling Group 7,506 =
- EEERPAERFERAR - EEERTABERHARAR
([Ese®ha ) ("Qingling Keyu") 943 =
HEREHEABEW Ha) Lease liabilities for renting warehouse
(Note (a)):
-EREE - Qingling Group 22,946 =
—Biekba - Qingling Keyu 2,874 -
MEREECHEAERS - Interest on lease liabilities for renting
warehouse:
—-EREE - Qingling Group 88 =
—EREa — Qingling Keyu 1 =
MEREE HEIE - Rental expenses for renting warehouse:
—-EBiREE - Qingling Group = 8,168
HAEEF OBREEEER Expense relating to short-term lease for
renting building:
- BiREE - Qingling Group 761 =
MEEF REGEWHE) Lease liabilities for renting building (Note (a)):
—BREE - Qingling Group 2,318 =
HEEFHEAENE Interest on lease liabilities for renting
building:
—EREH - Qingling Group 9 =
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36. MEFZH HEx(E) 36. RELATED PARTY TRANSACTIONS/BALANCES
(CONTINUED)
(i) HEBEREEREMBLATNRE S (1B) (i) Transactions with Qingling Group and its subsidiaries
(Continued)
BE_Z-AE BE_T-)\F
+=A=+—-H +=ZA=+—H
j12:3: 5 IHFE
As at/For the As at/For the
year ended year ended
RREE Types of transactions/ 31 December 31 December
HERNE Nature of balances 2019 2018
ABR¥TFIT ARETFT
RMB’000 RMB’000
MEEF eI Rental expenses for renting building:
- BiREE - Qingling Group = 830
Expense relating to short-term lease for
HAERE RNEERR B renting equipment:
—BRE - Qingling Forging 18,482 -
~EREE - Qingling Group 802 =
Lease liabilities for renting equipment
MERE2MERGEMW L) (Note (a)):
—ERBE - Qingling Forging 55,977 =
—-EREE - Qingling Group 2,443 =
Interest on lease liabilities for renting
MERBEHERERNS equipment:
—EBRE - Qingling Forging 214 =
—EREE - Qingling Group 9 =
Rental expenses for renting equipment
MERE MW #izm) - (Note (b)):
— BRI - Qingling Forging s 20,089
-BiREHE - Qingling Group = 873
Kt - Notes:

(a) BE_Z-NF+_A=1t-"HILFEH (a)  During the year ended 31 December 2019, the Group entered into
B AEBEREHARE BT R EEEE several new lease agreements for the use of warehouse, building and
BEBN AR -EHAEHE - EAE equipment with the related parties for 3 years. Except for short-term
BERARRNG  SHAERI  AEED lease in which the Group applied recognition exemption, the Group

DE RS E RSB B RIEIA R has recognised an addition of right-of-use assets and lease liabilities of
88,802,0007T }z A R #86,423,0007T, ° RMB88,802,000 and RMB86,423,000 respectively.

During the year ended 31 December 2018, the Group entered into
several new lease agreements for the use of equipment with the related
parties for 1 year.

by BEZE-—NEFE+-B=+—BILtEEH (b)
M AEERERARERBESTIEN A
H—E 2 B EHE o
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36. MEARXH FHER(HE) 36. RELATED PARTY TRANSACTIONS/BALANCES
(CONTINUED)
(i) HBERSKERAEMEBLATNES(E) (i) Transactions with Qingling Group and its subsidiaries

(Continued)

BE=P-NE HE T\
+=A=+-B +t=A=+—~

ILLFE HFE
As at/For the As at/For the
year ended year ended
31 December 31 December
2019 2018
AR#FIT AREFT
RMB’000 RMB'000
REEZH - Service fee expense:
—EREE - Qingling Group 66 89
RSB WA - Service fee income:
—ER&E - Qingling Group 1,165 1,550
HAERE 2 HEWRA Rental income from leasing plant:
—ERBE - Qingling Forging 21 182
HEBF 2 HERA : Rental income from leasing building:
—EREE - Qingling Keyu 62 =
A HERA Rental income from leasing equipment:
—ERER - Qingling Axle 259 437
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

36. RELATED PARTY TRANSACTIONS/BALANCES

(CONTINUED)

(ii) Transactions with Isuzu

RESS-AE HE-T S
+ZR=+—B t-A=t-A

ILFE HFE
Year ended Year ended
31 December 31 December
RRER Types of transactions 2019 2018
AREFiT AREFT
RMB'000 RMB'000
BE BT R Purchases of automobile parts and
components 255,576 387,765
Wi ER A E Acquisition of intangible assets 37,574 77,327
HERBEREMBEREENEARELERE Royalties and license fee paid on sales of
trucks and other vehicles 17,923 22,137
BEUHEEE Marketing fee received 1,239 7,133
ﬁ%ﬁi%gﬁﬁﬁﬁﬁﬁﬁﬁﬁgﬁ/}%ﬁﬁ Sales of accessory sets and other automobile
parts and components 3,558 4,168
HEFRE Sales of trucks 760 760
ENERER Appointment fee paid 247 =
MmEER Research expenses 1,989 -
BREEFHEWZ20) Adjustment in intangible assets (note 20) 10,106 =

(iii) HBRI+RRDROHORS

(iii) Transactions with Qingling Isuzu Engine

BE-Z-hE BE=_ZT-N\F
+=ZB=+—-H +=-A=+—H

ILFE HFE
Year ended Year ended
31 December 31 December
RREE Types of transactions 2019 2018
AREFIT ARETFT
RMB’'000 RMB'000

BE BT KRR Purchases of automobile parts and raw
materials 1,059,115 1,200,482
HESESHREMR Sales of automobile parts and raw materials 699,236 728,736
AR WA Rental income from leasing equipment 37,854 39,285
AR EME 2 WA Rental income for investment properties 4,273 4,260
FIERRBUA Miscellaneous service income 1,535 1,019
AEMITHA Collaborative processing income 46 6
BEXKEIRE A Wastewater treatment expense 2,247 =
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36. ERAXRH HEER(#E 36. RELATED PARTY TRANSACTIONS/BALANCES
(CONTINUED)
(iv) HERATHRHENRS (iv) Transactions with Qingling Isuzu Sales

BE-S—NE HE-T)\F
+ZAS+-B t-A=t-A

J1:3: 5 IHFE

Year ended Year ended

31 December 31 December

RRER Types of transactions 2019 2018

ARSFIT ARETFT

RMB’000 RMB’000

HERBRAETHH Sales of trucks and automobile parts 18,913 36,142

AR EME 2 WA Rental income from investment properties 1,555 1,550

HIERBEA Miscellaneous service income 407 2

HISIRSE R Maintenance service expense = 2
(v) BHE+HRBREGRARRS (v) Transactions with Isuzu Qingling Engineering

BE-Z-hE BEE-ZT)\F
+=ZRA=+—HB +=-A=t+—H

LLEE HFE

Year ended Year ended

31 December 31 December

RREE Types of transactions 2019 2018
ARBFIT AREFT

RMB’000 RMB’000

HIERSWA Miscellaneous service income 745 1,105
HE BT REME Sales of automobile parts and raw materials 67 5
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Notes to the Consolidated Financial Statements

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

36. RELATED PARTY TRANSACTIONS/BALANCES
(CONTINUED)

(vi) Transactions with Isuzu Qingling Autoparts

BEZZ-I\F AT tF

+=ZB=+-H +=ZA=+—H
LLEE IHFE
Year ended Year ended
31 December 31 December
RRER Types of transactions 2019 2018
ARBFT AREFT
RMB’000 RMB’000
HERET I REM Sales of automobile parts and raw
materials - 92,469
HIERBAA Miscellaneous service income = 1,035
BERETHMG Purchase of autoparts s 8,732

(vii RZZE—N\F  2EEESLEBR
E+HBEHEN_S—N\FE+_Fa#
AE+REBRSESHG - SHFFEER
fisE22 o

L EARRE T R S IMEK L ARAIE 14AF
FIATEZEEBERSSFEBRERS - BREME
8 i N B FGET T ©

(viii) RPEEMBFHRERNOZS,

AEEKEXBHEERERMNEEZPER
FEZREREASIES - HRZEH REAF
ENER(BUFHERERDIESE - 15 - K
EI$%?%¢IBUH¢ HEE SR B T A

RAIH)—ERD o BR b 3C() BRI B AR 95
%@&EWJ% RAEITRR B - AEE TR
HiBTEEERAEXFEINR - ARFEER
& RAREEZEBAEEERMETHE
BRHME @ %ERAEHEERENELF =
77_ o

(vii) In 2018, the Group’s joint venture (Qingling Isuzu Engine)
merged with Qingling Autoparts in December 2018. Details of
the merger are set out in note 22.

The above transactions with related parties also constitute connected
transactions or continuing connected transactions as defined in Chapter
14A of the Listing Rules and are conducted in accordance with the terms
of the relevant agreements.

(viii) Transactions/balances with other government-related entities
in the PRC

The Group operates in an economic environment currently predominated
by entities directly or indirectly owned or controlled, jointly controlled
or significantly influenced by the PRC government (“government-
related entities”). In addition, the Group itself is part of a larger group
of companies under Qingling Group which is controlled by the PRC
government. Apart from the transactions with Qingling Group and its
subsidiaries disclosed in section (i) above, the Group also conducts
businesses with other government-related entities. The directors of the
Company consider those government-related entities are independent
third parties so far as the Group’s business transactions with them are
concerned.
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BE_FT—NF+-—_HA=+—HIFFEZE
For the year ended 31 December 2019

36. MEFZH Hik(E) 36. RELATED PARTY TRANSACTIONS/BALANCES
(CONTINUED)
(viii) RehEHEMBFARERNZS Ei (viii) Transactions/balances with other government-related entities
(#8) in the PRC (Continued)
HBUTEBEENERR S, HEHIT Material transactions/balances with other government-related entities are
as follow:
BE-Z-hAFE B2 )\F
+=A=+-B +=ZA=+—H
135 HFE
Year ended Year ended
31 December 31 December
2019 2018
ABR¥TFIT AEEFT
RMB’000 RMB’000
BIHE Trade sales 229,855 327,865
B SRS Trade purchases 241,862 276,332
RIB—AE RT)NF
+ZA=+—-B +tZA=+—H
At At
31 December 31 December
2019 2018
ABR¥TFIT AEEFT
RMB’000 RMB'000
FER BB R B M E 5 R H ke Trade and other balances due to other
government-related entities 120,548 88,214
EWEMBFTEREEENE 5 R A tAaR Trade and other balances due from other
government-related entities 157,349 224,361
BEAN - REER B B EM4B2H B T BT In addition, the Group has entered into various transactions, including
AT R2NET R EREETZIBS B utilities services and surcharges/taxes charged by the PRC government,
EARRS P BB TIE/ BIE - 17 and deposits and other general banking facilities with certain banks
AR E A — AR 1TR B IRFE - EEA L EZERTT and financial institutions which are government-related entities in their
THEME  KAATIESRAELEREEL ordinary course of business. In view of the nature of these banking
mEE o transactions, the directors of Company are of the opinion that separate

disclosure is not meaningful.
B EXFIEESEIN  NAREEZE  AKAT Except as disclosed above, the directors of the Company are of the

HETRETHIR I AEENEL NS AT opinion that transactions with government-related entities are not
NG significant to the Group's operations.
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36. EFXH, i (HE)

(ix) EE - -EERFEEEARZTFH

FREF  BERAMETEETRABZHeW
T

R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

36. RELATED PARTY TRANSACTIONS/BALANCES
(CONTINUED)

(ix) Compensation of directors, supervisors and key management
personnel

The remuneration of directors, supervisors and other members of key
management during the year are as follows:

BEZB-NFE BHE_T)\F
+=A=+—-B t-A=1+-H

LEE HFE
Year ended Year ended
31 December 31 December
2019 2018
AB¥TFiT AREFT
RMB’000 RMB'000
SRR Short-term benefits 4,271 3,754
BER 2 A Post-employment benefits 480 483
4,751 4,237
37. *&ifE 37. COMMITMENTS

RBEMR - KRB 2 EAREEMT ¢

At the end of the reporting period, the Group had the following capital
commitments:

RIB—-AE RZT-N\F
+=ZB=+—-H += E+ =

At At
31 December 31 December
2019 2018
ARETFTT AREFT
RMB’000 RMB000
BETAERNGA VB RRBENERRE Contracted for but not provided in the
consolidated financial statements in
respect of:
—BRERBYE - BEREE — acquisition of property, plant and
equipment 59,612 23,438
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38. BEHR
FEMERKEA

HE-ZT—)\F+ZA=1+—HILFE ' &&
m%mwﬁm =708 A R#38,929,0007T °

7 £ ERIE A LA HARS B 0 R A sl A A
HMAAERNRRKEEEFELAT

38. OPERATING LEASES
The Group as lessee

During the year ended 31 December 2018, minimum lease payment paid
under operating leases was RMB38,929,000.

The Group had commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows:

AZT—)\F
+=-A=+—H~
At 31 December
2018
AREFT
RMB'000

FR

F_EEENIF(BEEERS)

FREFEBHEA

P& R B ;M #5A B 5 R 25
FERRBFR A e

- BAGS

HERKASERENTOT

Within one year 38,160
In the second to fifth years, inclusive 1,934

40,094

The Group as lessor

All of the properties and machineries held for rental purposes have
committed lessees for the next 3 years.

Minimum lease payments receivable on leases are as follows:

—B-nEF
2019
ARHFT
RMB’000

[l
o>

Rl
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Within one year
In the second year
In the third year

53,980
53,980
53,980

161,940
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R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

38. OPERATING LEASES (CONTINUED)
The Group as lessor (Continued)

The Group had contracted with lessees for the following future minimum
lease payments:

RZE—\F
+=-A=+-AH
At

31 December
2018

AEBTT
RMB'000

—FR

39. RFARIR0E

BEFITEARAREEEHAREYN T
g DER—RARRBRE(ZEFR] By
AR EB—FRBIT(RITAD RTINS BE
HER(EEHEDOALY - AEBEMIRITE
#RAR#79,999,000tE —E—HFNA+R
AgRsE(—ZE—RFFTR) -

R-ZT—RF  RITAEEZEFRAKRERE
RimaRNnE R BNRES  BRERE
WHEMNEQEMS o RITATBRERZE LR
ASFEARBEER N 228 RE o RITAK—
HHRIEARRRREREEZR  BRBEFEUE
REETMEHFIEENEFHEREIRITAE
EMRE ERFREWE  AREEINIBK
EIEESEEST - BITAEZELARER
EZMO8Ee XA ARKS 0008 T > 214
AR E S RS RIEITAREMARRY o

Within one year 50,620

39. PROVISION FOR LITIGATION

According to the civil ruling issued by ;&Y EHRE AR X
(transliterated as People’s Court of Futian District, Shenzhen) in relation
to a dispute in respect of a financial credit agreement (the “Credit
Agreement”) entered into between the Company's customer (the
“Customer”, who is independent to the Company) and a bank (“Bank A"),
the Group's bank balances of RMB79,999,000 have been frozen since 16
August 2015 (“2015 Litigation™).

In 2015, Bank A alleged that the Customer has failed to meet the
margin calls according to the requirements under the Credit Agreement,
constituting an event of default of such agreement. Bank A is also
entitled to demand the Customer to prematurely repay all the amount
granted under the relevant credit facilities. Bank A further alleged that
the Company did not, as instructed by Bank A, deliver the vehicles that
had not been picked up but paid by the Customer in full with loan to
the warehouse as specified by Bank A, leading to a breach of the Credit
Agreement, and should be jointly and severally liable to compensate
for the losses it suffered. Bank A stated that the outstanding credit
balances due from the Customer was RMB80 million in aggregate. The
replacement of Bank A by Company Y ultimately as the plaintiff was
approved by relevant court afterwards.
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39. EREDIR S (1)

ARBRZZ-N\FEA-_THR(—FDEK
FRYIm R BRARER (CRIER D) BEIA
“E-N\FRAATHEANZARE [ZHR
£ HRERMOT :

(1) ZEPEMRARAYIMEREREHA
R¥8,0008 L hZ A eHEELE
BERMAEENFE RFEFNE18%5t

).
o

(2) MEEERAGERAA - ERAB - ERF
REAARERARBISZESHME Lt
BEERARYARERSEREE &

(3) $Aﬂ?f§§§ﬁ&iﬁ;%ﬂ%}\ﬁﬁﬁé’ﬂt
BEBERBEHTBEEE - AARHR
/afaf%é BiERZEFEE -

RARMZFRERNERED ,ﬂ&/\ﬁ/ﬂ*(rﬁ%
FABRDIRE EFR(TE—REFRD IR
—NERNAR T —RFFF %tﬂé%ﬁﬁ)\&
#.80,000,000 CHI AR AT -

AZE—NFENA+<B » ARFIREIERE
BERA—ZTE—NEFNAZRAZ LHFHRE
([FZ EFHRE]D - BRERER T RYIER
R—BFEANEE - BETARF)WNLEF
MERZPIREFHHR - ERERETE -
(MBEBZIER AW - (2)K DT EA
ERENHETBEEET RO LHFHOARKE
490,000 TR SR IR B AR Q R)AIE o
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39. PROVISION FOR LITIGATION (CONTINUED)

The Company received the judgment (the “Judgment”) dated 14 May
2018 from &I A RIEFR (transliterated as Shenzhen Intermediate
People’s Court, “Shenzhen Court”) on 25 May 2018 (“First Hearing”).
Summary of the Judgment is as follows:

(1) the Customer shall pay Company Y the principal amount of
approximately RMB80 million and the interest accretion on the
principal amount based on the interest rate of 18% per annum until
settlement date;

(2)  related guarantors (guarantor A, guarantor B, guarantee company
A and guarantee company B) shall be jointly and severally liable
to compensate Company Y in respect of the abovementioned
indebtedness of the Customer; and

(3) the Company shall assume the supplementary compensation
liability for the abovementioned indebtedness of the Customer and
the aforesaid guarantors. Upon the supplementary repayment, the
Company is entitled to recover it from the Customer.

The Company appealed against the Judgment to EREASHAR
JABT (transliterated as Guangdong Province Higher People’s Court,
“Guangdong Court”) (“First Appeal”), and made a provision of
RMB80,000,000 for the 2015 Litigation in June 2018.

On 16 August 2019, the Company received the appeal judgment
(the "Appeal Judgment”) from the Guangdong Court dated 2 August
2019. The Guangdong Court confirmed the facts as ascertained by
the Shenzhen Court in the First Hearing, dismissed the appeal of the
Company and upheld the Judgment. The Guangdong Court ruled that
(1) the Credit Agreement is valid and effective; (2) the Company shall
assume the corresponding supplementary compensation liability; and
(3) the litigation fee of approximately RMB490,000 shall be borne by the
Company.
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For the year ended 31 December 2019

39. PROVISION FOR LITIGATION (CONTINUED)

After reviewing all documents and contracts related to the 2015 Litigation
and taking into account the opinion of the PRC legal adviser, the directors
of the Company are of the view that the facts are not clearly ascertained
in the Appeal Judgment and the application of the law is incorrect, and
thus have decided to apply to the Supreme People’s Court for retrial (the
"“Retrial Application”).

Meanwhile, after the Appeal Judgment came into effect, Company Y
applied to the Shenzhen Court for enforcement of the Appeal Judgment.
On 12 December 2019, the Company received the enforcement order
dated 4 November 2019 (the “Enforcement Order"”) from the Shenzhen
Court. According to the Enforcement Order, the properties of the
Customer, relevant guarantors (guarantor A, guarantor B, guarantee
company A and guarantee company B) and the Company in the
aggregate amount of approximately RMB138 million shall be seized,
frozen or transferred and in particular, the Company shall assume the
supplementary compensation liability. The Group's bank balances of
RMB79,999,000 previously frozen has been unfrozen and bank balances
of RMB137,633,000 has been frozen according to the Enforcement Order
as at 31 December 2019.

On 25 February 2020, the PRC legal adviser of the Company received a
notice from the Supreme People’s Court regarding the acceptance of the
Retrial Application. The Retrial Application has been formally filed and the
results will be reached within the three-month trial period. If the Retrial
Application is passed, the Retrial Application will proceed to the retrial
process.

However, up to the date of these consolidated financial statements are
authorised for issue, taking into consideration of the result of the First
Appeal and the Appeal Judgment, the opinion of the PRC legal adviser
and the information currently available to the Company, the Board has
made a provision for the litigation amounting to RMB137,633,000 as at
31 December 2019 including the interest accretion and do not expect
the 2015 Litigation to have any material impact on the overall financial
position or operating results of the Group.
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40. EAFME L TFIE 40. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY
MEBARZ—REE General information of subsidiaries
RREIR - KRR BARFENT - Details of the subsidiaries directly held by the Company at the end of the
reporting period are set out below.
FAFEEBEN
HERREEER EERmEs EREX RN EaL
HELAFEE Country of registration ~ Form of business Registered  Proportion of ownership interests  FEEE
Name of subsidiary and operation structure capital directly held by the Company Principal activities
“E-nE “E-N\F
2019 2018
BREAW ) i Bl AT 38,166,600% T 50.56% 5056%  EEZEABHEMES
Qingling Moulds/Note(a)) The PRC Incorporated USD38,166,600 50.56% 50.56%  Production of moulds
for the manufacture of
automobile parts
BREMR L) e Bl 29,980,0005 T 51.00% 51.00% HARERES
Qingling Technical The PRC Incorporated USD29,980,000 51.00% 51.00%  Not yet commenced
Center(Note(b)) business
IR b)) e BalAva AE#9,000,0007 100.00% 100.00% HETEREERE
Shenzhen New Energy(Note(b)) The PRC Incorporated RMB9,000,000 100.00% 100.00%  Automobile retailing and
after-sales services
Kiat - Notes:
(a) EREAAE—RHRPREEIAFINEER (a) Qingling Moulds is a Sino-foreign joint venture established in the PRC.
PERATR
(b) BB SR BT A 0 KRR I FTRE IR B A AR BIRK 32 (b) Qingling Technical Center and Shenzhen New Energy are limited
HBEREETAF liability companies established in the PRC and operating in the PRC.
FRZEWBRAIWRETAMERES None of the subsidiaries had issued any debt securities at the end of the
year.

TEMBATIR SR E RN ERERE DK There are no significant restrictions on the ability of principal subsidiaries
EEERSMAEERROENMEZREKR to transfer funds to the Group in form of cash dividends, or to repay loans
PR Il © or advances made by the Group.
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40. FLAT)ME L FES () 40. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (CONTINUED)

BAEEXERERESMERENE L FFS Details of non-wholly owned subsidiaries that have material non-
controlling interests

TR AEERBERERERNIEEZE The table below shows details of non-wholly owned subsidiaries of the

M A TS - Group that have material non-controlling interests:
FRRERIEL
BERERRRARHEAAL
Proportion ownership AEEFEREINET RitRRER
HELRER interests and voting rights held Profit allocated to Accumulated
Name of subsidiary by non-controlling interests non-controlling interests non-controlling interests
ZZ-pE I\ IZB-hE T/ \F BN C—T)\&
2019 2018 2019 2018 2019 2018
% % ARBFT AREFT  ARBFT  ARETT
% % RMB000 RMB 000 RMB0000 AMB000
BREA
Qingling Moulds 49.44 49.44 6,395 5,635 172,558 168,546
en il
Qingling Technical Center 49.00 49.00 4519 2,108 146,274 141,695
10,974 7,743 318,832 310,241
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40. EATFIME L FFTE(E) 40. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (CONTINUED)

BRAREEREEEAERER 2 SHB AR Summarised financial information in respect of each of the Group is

ZHBEREEIIT o LTI BEREE subsidiaries that has material non-controlling interests is set out below.

BEBEARNQRMEHEAINSEE - The summarised financial information below represents amounts before

intragroup eliminations.

BRER Qingling Moulds
RIZ-RE HZZ-/\F
+=ZRA=+—-B +=ZA=+-°H
At At
31 December 31 December
2019 2018
ARBTFT AREFT
RMB’000 RMB'000
TEEE Current assets 366,081 342,000
EREBEE Non-current assets 24,690 21,302
TEasE Current liabilities (37,294) (17,935)
RRAGEB AEEER Equity attributable to owners of the
Company 180,919 176,821
RS Non-controlling interests 172,558 168,546
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40. EATFIME L F TS (I8) 40. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (CONTINUED)
BRER W Qingling Moulds (Continued)

BE_S-AE 0E T )5
+=A=+-B +-A=t-A

LEE EFE
Year ended Year ended
31 December 31 December
2019 2018
ARBFT AERETFT
RMB’000 RMB'000
Yzs Revenue 73,876 59,135
Fx Expense (60,942) (47,737)
FREF Profit for the year 12,934 11,398
ARRRA NEIERF KA B Profit and total comprehensive income
attributable to the owners of the Company 6,539 5,763
RS R RiR A Bl Profit and total comprehensive income
attributable to the non-controlling interests 6,395 5,635
[REE =2 g Sl Dividends paid to non-controlling interests 2,383 2,046
BE_ZT-hAE HE-_T-)/\F
+ZA=+—-H +ZA=+—H
LEE FE
Year ended Year ended
31 December 31 December
2019 2018
ARBFT AREFT
RMB'000 RMB'000
REEBRZRERACRL)FE Net cash inflow (outflow) from operating
activities 18,493 (9,056)
MEEBRSRLIFE Net cash outflow from financing activities (4,824) (4,144)
BemACRH) F5E Net cash inflow (outflow) 13,669 (13,200)
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40. FLAT)ME L FES () 40. PARTICULARS OF SUBSIDIARIES OF THE

188

COMPANY (CONTINUED)
EBeHE RO Qingling Technical Center
RZE-NE  RIT)N\F
+=B=+—H ‘I'fﬂ_‘l' =
At At
31 December 31 December
2019 2018
ARBFT AREFT
RMB’000 RMB'000
TENEE Current assets 299,767 289,578
nEaRE Current liabilities (1,249) (4085)
EANSIE 2SNy £ Equity attributable to owners of the
Company 152,244 147,478
T Non-controlling interests 146,274 141,695
BE_E-AE HZ-ZT-/\F
+=B=+—-H += ﬂ + =
LLEE EFE
Year ended Year ended
31 December 31 December
2019 2018
ARBFT ARETFT
RMB’000 RMB’000
FEMA Interest income 12,396 5,449
53 Expenses (3,051) (1,147)
FRaf Profit for the year 9,345 4,302
ARRRANEIEREN RGBS Profit and total comprehensive income
attributable to the owners of the Company 4,766 2,194
IR R R A AR G Profit and total comprehensive income
attributable to the non-controlling interests 4,579 2,108

ENFHERERRS
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Dividends paid to non-controlling interests
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For the year ended 31 December 2019

40. EATFIME L FFTE(E) 40. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (CONTINUED)
EEH RO () Qingling Technical Center (Continued)

ME-B-AE HE-T &
r s L

LLEE EFE
Year ended Year ended
31 December 31 December
2019 2018
AR¥FIT AREFT
RMB’000 RMB'000
B 2R (RE)RAFE Net cash (outflow) inflow from operating
activities (266,820) 3,628
REES 2 RSMATE Net cash inflow from investing activities 274,166 10,262
ReEmANFEHE Net cash inflow 7,346 13,790
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For the year ended 31 December 2019

METDMEERRZAMSR 41. RECONCILIATION OF LIABILITIES ARISING

FROM FINANCING ACTIVITIES

TRAVAEERETDIELNEEEYE
NRERRELIFREEE) - WELABAELE
MEERRSRECRIARIE SREHR AR
SEGERERNEBRANERBE TR DR

The table below details changes in the Group's liabilities arising from
financing activities, including both cash and non-cash changes. Liabilities
arising from financing activities are those for which cash flows were, or
future cash flows will be, classified in the Group's consolidated statement

EMEE- of cash flows as cash flows from financing activities.
HEAR BERE

Lease Dividend #gt

liabilities payable Total

ARETFT ARKETFT ARETFT

RMB'000 RMB'000 RMB'000

RZZ—-N\F—A—H At 1 January 2018 = = =

BER S RE W) Financing cash flows (Note) = (399,209) (399,209)

#fﬁ/\*“@) Non-cash changes:

BEEIRRE Dividend declared - 399,209 399,209
RZE—NF+-_A=+—8H At 31 December 2018 - = =
[ERBBISHREERFE 165 Adjustment upon application of

HFHE HKFRS 16 4,355 - 4,355
A\ZE2-NE-R—HEER At 1 January 2019 (restated) 4,355 - 4,355
RERESRE Financing cash flows
BERE Dividends paid - (397,163) (397,163)
EN*FEEJ M B A AR IFERRAY AL Dividends paid to a non-controlling
shareholder of a subsidiary - (2,383) (2,383)
fﬂﬁﬁfﬁﬁm Repayments of lease liabilities (4,815) = (4,815)
SAFIBE A Payments of interest expense (498) = (498)
RS &) Non-cash changes:
EEIRERE Dividends declared - 397,163 397,163
ER—HEMEBARIRIEERARRE Dividends declared to a non-
TRAR S, controlling shareholder of a
subsidiary - 2,383 2,383
HAEET Lease modified 88,802 = 88,802
HEBERNE Interest on lease liabilities 498 = 498
—hE+=-A=+—H At 31 December 2019 88,342 - 88,342
B hRERERESEESRERATAD Note: The cash flows represent dividend paid to shareholders of the

A FARBBER K — BB A A f Iz
RS SR B AR S, ©

Company and a non-controlling shareholder of a subsidiary in the
consolidated statement of cash flows.
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42. ERT)AIGHRR B R & 42. STATEMENT OF FINANCIAL POSITION AND

RESERVES OF THE COMPANY

RZE-hE  R-T\E
+ZAS+-B t=A=t+-H
At At

31 December 31 December

Eie

2019 2018
ARBFIT AREFT
RMB'000 RMB 000
ERBEE Non-current assets
nE - BEREE Property, plant and equipment 797,183 739,638
FRELE Right-of-use assets 109,882 =
B LiEe Prepaid lease payments = 36,677
REME Investment properties 41,848 28,901
ﬁ%iéz’é Intangible assets 261,299 265,574
RHBARZEE Investments in subsidiaries 294,073 294,073
Wﬁﬁ%’z} A Investments in an associate 6,333 6,333
NEERECRE Investments in joint ventures 368,639 368,639
EREFEAE Deferred tax assets 21,991 23,384
EHER Time deposits 101,454 =
TRNE - BERREES Deposit paid for property, plant and equipment 11,803 =
2,014,505 1,763,219
nEEE Current assets

"E Inventories 612,169 632,650

FEMRTY - ISR IR e E h FEUKFOB R 5B Trade, bills and other receivables and
prepayments 2,237,462 2,686,083
AN THAE Prepaid lease payments - 1,383
EHER Time deposits 3,634,347 1,125,947
X HISR TR Restricted bank balances 137,633 79,999
BOER - ROEHERS Bank deposits, bank balances and cash 1,851,046 4,119,812
A EHIE Tax recoverable 3,966 =
8,476,623 8,645,874

YRE D AR A 7] Qingling Motors Co. Ltd
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42. EATRAFEIRA B e 2+ (18) 42. STATEMENT OF FINANCIAL POSITION AND
RESERVES OF THE COMPANY (CONTINUED)

RZIS—-NE RZZ-N\F
+ZB=+-B +=ZA=1+-H
At At
31 December 31 December
2019 2018
ARBFT AREFT
RMB'000 AMB'000
bid h=R Current liabilities
IR - TR R A ENFE Trade, bills and other payables 2,131,153 2,153,062
HEBE Lease liabilities 29,359 -
wﬁ’%% Tax liabilities - 7,980
BHAE Contract liabilities 430,457 415,066
LLE% Refund liabilities 83,611 84,316
A Provision for litigation 137,633 =
2,812,213 2,660,424
nHEESE Net current assets 5,664,410 5,985,450
HEERTDHAR Total assets less current liabilities 7,678,915 7,748,669
B R Capital and reserves
B Share capital 2,482,268 2,482,268
BRAE(E R 1 Share premium and reserves 5,128,970 5,179,661
EauE Total equity 7,611,238 7,661,929
FERBAR Non-current liability
B — B8 Deferred income - government grants 8,694 6,740
XEE af& Lease liabilities 58,983 -
FIENGE Provision for litigation - 80,000
67,677 86,740
7,678,915 7,748,669
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42, FATMBERRR G () 42. STATEMENT OF FINANCIAL POSITION AND

RESERVES OF THE COMPANY (CONTINUED)

AT ZER Movements in reserves of the Company
BEELERSE
BERE BAXLES Statutory FERH
Share Capital surplus Retained 5t
premium reserve  reserve fund profits Total
ABEFT  AREFT  AREFT  AREFT  ARETFT
RMB'000 RMB000 RMB'000 RMB'000 RMB'000
R=F—/\F—A—R At 1 January 2018 1,764,905 672210 1,002439 1703184 5132738
FEAE Appropriation for the year = = 44,865 (44,865) -
FRET KR a alE Profit and total comprehensive
income for the year - - - 444,086 444,086
IRE—LERERE 2017 final dividend paid = = = (397,163) (397,163)
—E-N\Ft-A=t- At 31 December 2018 1,764,905 572,210 1,137,304 1,705,242 5,179,661
ﬁJ't“”\ Appropriation for the year - - 33,716 (33,716) -
FRRT KA Bl Profit and total comprehensive
income for the year - - - 346,472 346,472
IR N\ERERE 2018 final dividend paid - - - (397,163) (397,163)
RZB-NE+ZRA=+-H At 31 December 2019 1,764,905 572,210 1,171,020 1,620,835 5,128,970
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43. HEMEER

AR AEBRZHEBMNFPEANESEE - A

LCOVID-198 % R A BB BEAREHE

HEHHITREEHAEEEREEXKEBEY

2. B2 NIEHRIEERL - AEETERY=

%:2% ATHAREELAETE TN
TE- A+NBERHIRELE -

ki*/\/'\j S

ENAEERZEHES - (HER - BEAR

AEBECEORTRANMFARER - BARE
Frift A BRI N EE A EFERBEMHER - At
COVID-19M BB TEFT @Y ZEERENARA
SE o i - ERTRE Y ALBEEITRESD
T 8,78 B{= AR 18 Ak A1 9 B Uk 5% S RE B 5 (0
BHEANZEMEENEMEE - ﬁﬁaﬁ&

BANHERFTENATREEELAEZE
BRI U AKERTE WHELWEEM

488

2= o

COVID-19MB R EHHE S ERAZE L
TSN o A NG INE S RAHIR -
ZIRH TR HIAYIE I IRER E PR E A B ) R e

CRMEBRETEERHEREREIRES - ¥
BHECEBKEARE - At - EBEEA
SERN_Z-TF BRI TAEE - &
RZEBFRETEH 2 - RREERNEELS
BETESAEEZLGEAELEE  BeR=2
MBI EARESTE - Wi e RMERER
T —FPHRFEMIERES -
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43. EVENT AFTER THE REPORTING PERIOD

The outbreak of COVID-19 and the subsequent quarantine measures
as well as the travel restrictions imposed by many countries have had a
negative impact on the operations of the Group, as most of the Group's
operations are located in Chongging in mainland China. The Group had
to suspend its manufacturing activities since late January 2020 in an
effort to contain the spread of the epidemic and gradually resumed on 14
February 2020.

In light of the reduction in scale of the Group's manufacturing activates
after the reporting date, as the operations of most of the Group's
customers, suppliers, associates, joint ventures, are located in mainland
China, the outbreak of the COVID-19 is expected to have a negative
impact on these entities. This may in turn negatively affect the
recoverability of Group's financial assets and other assets due from these
parties e.g. debtors, prepayments and advances to suppliers which are
subject to impairment analysis or ECL assessments as appropriate. The
possibility of impairment of the Group's inventories is also expected to be
negatively affected.

The outbreak of COVID-19 has led to substantial travel bans and
lockdowns across China. Increased global travel restrictions amid
virus infections locally and overseas also substantially reduced China's
manufacturing capability, resulting in significant disruption to global
supply chains and worldwide trade, posing a significant threat to the
global economy. Therefore, the management expect the performance of
the Group will be negatively impacted in 2020. Given the dynamic nature
of these circumstances, the related impact on the Group's consolidated
results of operations, cash flows and financial condition could not be
reasonably estimated at this stage and will be reflected in the Group's
2020 interim and annual financial statements.
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R —F—NF+—A=1+—HIFZE
For the year ended 31 December 2019

Fea%E CONSOLIDATED RESULTS
EFE+-_A=+—HLEE
For the Year ended 31 December
ZE-hE —T)\F —T—+F ZT—RF ZTHF
2019 2018 2017 2016 2015
ARBTFIT ARETT AREFT AREFT AREFT
RMB’000 RMB'000  RMB'000  RMB000  RMB'000
WA Revenue 4,723,287 5253252 5073336 4,633,785 5,504,296
BREE A A Profit before tax 403,994 530,169 580,707 566,626 565,449
FTSHR Y Income tax expense (47,712) (68,654) (78,912) (80,577) (80,310)
FAmF Profit for the year 356,282 461,515 501,795 486,049 485,139
BEBR Attributable to:
RAREREBA Owners of the Company 345,308 453,772 496,926 481,287 479,887
FEE R RS Non-controlling interests 10,974 7,743 4,869 4,762 5,252
356,282 461,515 501,795 486,049 485,139
FEeMERRE CONSOLIDATED STATEMENT OF FINANCIAL
POSITION
®+=-B=+—H
As at 31 December
ZE-hE —T)\F Z—+F ZT—F ZZT—HF
2019 2018 2017 2016 2015
ARBFIT ARETT AREFT AREFT AREFT
RMB’000 RMB'000  AMB000  RMB'000  RMB'000
BEE Total assets 10,995,614 10,893,251 10,821,989 10,197,850 10,210,173
BaRE Total liabilities 2,914,764  (2,769,137) (2,759,142) (2,237,961) (2,337,385)
R Total equity 8,080,850 8,124,114 8,062,847 7,959,889 7,872,788
FEBR Attributable to:
RNFEREE A Owners of the Company 7,762,018 7,813,873 7,758,303 7,658,540 7,574,416
IR Non-controlling interests 318,832 310,241 304,544 301,349 298,372
8,080,850 8,124,114 8,062,847 7,959,889 7,872,788
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PROPOSAL FOR APPROPRIATION OF PROFIT
FOR THE YEAR OF 2019
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In accordance with the pertinent regulations and based on the actual
situation of the Company, the board of directors of the Company resolved
that the proposed appropriation of profit for the year of 2019 be as

follows:

1. The appropriation of net profits after taxation shall be:10% for
Statutory Reserve Fund * 0% for Statutory Public Benefit Fund
(Note 1) and 90% for profit available for distribution.

2. A final dividend of RMBO0.16 per share in cash (Note 2). Subject to
the approval of the shareholders at the annual general meeting, the
proposed final dividend is expected to be paid to the shareholders
whose names appear on the register of shareholders of the
Company on Wednesday, 17 June 2020. Further announcement
will be made as to the exact form of payment.

Notes: 1.

In accordance with the amendment to the Company
Law of PRC on 27 October 2005 effective from 1
January 2006, and pursuant to the Company's articles of
association and the resolutions of the board of directors
of the Company, the Company decided not to accrue for
Statutory Public Benefit Fund from the year of 2006.

According to the regulations of the Enterprise
Income Tax Law of the People's Republic of China,
Implementation Regulations on Enterprise Income Tax
Law of the People’s Republic of China and the Notice
of Withholding and Payment of Enterprise Income Tax
Regarding China Resident Enterprise Paying Dividend to
Non-Resident Enterprise Holders of Overseas H Shares
issued by China’s State Administration of Taxation(Guo
Shui Han [2008]N0.897 on 6 November 2008), any China
resident enterprise which pays dividend to nonresident
enterprise holders of overseas H shares for the year
of 2008 and subsequent years shall withhold and pay
enterprise income tax at a unified tax rate of 10%.

As stated above, in respect of any non-resident
enterprise holders of H Shares (including HKSCC
Nominees Limited, other custodians, corporate
nominees and trustees such as securities companies
and banks, and other entities or organizations)
whose names appear on the Company’s register of
shareholders on the Record Date of Dividend, the
Company will pay the 2019 final dividend payable to
such shareholders after deducting enterprise income
tax payable from the 2019 final dividend.

In respect of any individual holders of H shares
whose names appear on the Company's register
of shareholders on the record date of dividend, the
Company will not deduct the enterprise income tax
from the 2019 final dividend which such shareholders
have right to receive.

Qingling Motors Co. Ltd

15 April 2020
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8) BREIEABALFEBRIEFASREHR
RAF DA

NOTICE IS HEREBY GIVEN that the annual general meeting (the
“"AGM") of Qingling Motors Co. Ltd (the “Company”) will be held
at New Conference Hall of the Company, 1st Floor, 1 Xiexing Cun,
Zhongliangshan, Jiulongpo District, Chongging, the People’s Republic
of China (the “PRC") on Thursday, 4 June 2020 at 10:00 a.m. for the
purpose of considering and, if thought fit, passing the following ordinary
resolutions:

To consider and approve the report of the board of directors of the
Company (the “Board”) for the year of 2019.

To consider and approve the report of the supervisory committee
of the Company for the year of 2019.

To consider and approve the audited financial statements and the
independent auditor’s report of the Company for the year of 2019.

To consider and approve the proposal for appropriation of profit of
the Company for the year of 2019.

To consider the re-appointment of Deloitte Touche Tohmatsu
Certified Public Accountants LLP Chongging Branch and Deloitte
Touche Tohmatsu as the Company's PRC and international auditors
respectively for the year of 2020 and to authorize the Board to
determine their remunerations.

Order of the Board
Qingling Motors Co. Ltd
LEI Bin

Company Secretary

Chongaing, the PRC, 17 April 2020

Notes:

(1)

Any shareholder entitled to attend and vote at the AGM is entitled to
appoint one or more proxies to attend and vote at the AGM on his/her
behalf in accordance with the articles of association of the Company. A
proxy need not be a shareholder of the Company.

In order to be valid, the proxy form and, if such proxy form is signed
by a person under a power of attorney or other authority on behalf of
the appointer, a notarially certified copy of that power of attorney or
authority shall be deposited at the legal address of the Company at 1
Xiexing Cun, Zhongliangshan, Jiulongpo District, Chongging, the PRC
(in the case of proxy form of holder(s) of domestic shares) or at the
Company’'s H Share Registrars, Hong Kong Registrars Limited, at 17M
Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong
(in the case of proxy form of holder(s) of H shares) not less than 24
hours before the time for holding the AGM (i.e. not later than 3 June
2020 at 10:00 a.m. (Hong Kong time)) or 24 hours before the time
appointed for taking the poll.

Shareholders or their proxies shall produce their identity documents
when attending the AGM.

B2 /3E MM AR A A Qingling Motors Co. Ltd
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(10)

To ascertain the H shareholders’ entitlement to attend and vote at the
AGM, the register of shareholders of the Company will be closed from
Tuesday, 5 May 2020 to Thursday, 4 June 2020 (both dates inclusive),
during which period no transfer of shares will be registered. All duly
completed transfer forms relating to H shares accompanied by the
relevant share certificates must be lodged with the Company's H Share
Registrars, Hong Kong Registrars Limited, at Shops 1712-16, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong
not later than 4:30 p.m. on Monday, 4 May 2020.

Shareholders whose names appear on the register of shareholders of
the Company after the close of business at 4:30 p.m. on Monday, 4
May 2020 are entitled to attend and vote at the AGM.

Shareholders who intend to attend the AGM shall complete and lodge
the reply slip for attending the AGM at the Company’s legal address at
1 Xiexing Cun, Zhongliangshan, Jiulongpo District, Chongging, the PRC
on or before Friday, 15 May 2020. The reply slip may be delivered to the
Company by hand, by post, by cable or by fax (at fax no.: (86) 23-6883
0397).

Subject to the approval of the shareholders at the AGM, the proposed
final dividend will be payable to the shareholders whose names appear
on the register of shareholders of the Company on Wednesday, 17
June 2020. To ascertain the H shareholders’ entitlement to the proposal
final dividend, the register of shareholders of the Company will be
closed from Wednesday, 10 June 2020 to Wednesday, 17 June 2020
(both dates inclusive), during which period no transfer of shares will
be registered. All duly completed transfer forms relating to H shares
accompanied by the relevant share certificates must be lodged with the
Company's H Share Registrars, Hong Kong Registrars Limited, at Shops
1712-16, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan
Chai, Hong Kong not later than 4:30 p.m. on Tuesday, 9 June 2020.

The AGM is not expected to take more than half a day. Shareholders or
their proxies attending the AGM shall be responsible for their own travel
and accommodation expenses.

Pursuant to rule 13.39(4) of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing Rules”), all
votes of the shareholders at the meeting will be taken by poll except
where the chairman, in good faith, decides to allow a resolution which
relates purely to a procedural or administrative matter to be voted on by
a show of hands and the Company will announce the results of the poll
in the manner prescribed under rule 13.39(5) of the Listing Rules.

As at the date of this notice, the Board comprises 11 Directors, of which
Mr. LUO Yuguang, Mr. HAYASHI Shuichi, Mr. MAEGAKI Keiichiro, Mr.
ADACHI Katsumi, Mr. LI Juxing, Mr. XU Song and Mr. LI Xiaodong are
executive directors and Mr. LONG Tao, Mr. SONG Xiaojiang, Mr. LIU
Tianni and Mr. LIU Erh Fei are independent non-executive directors.
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CORPORATE INFORMATION

DIRECTORS
Executive Directors:
LUO Yuguang (Chairman)
HAYASHI Shuichi
(Vice Chairman and General Manager)
MAEGAKI Keiichiro
OTA Masanori
(resigned on 30 May 2019)
ADACHI Katsumi
(appointed on 26 July 2019)
LI Juxing
XU Song
LI Xiaodong (appointed on 30 May 2019)

Independent Non-executive Directors:
LONG Tao

SONG Xiaojiang

LIU Erh Fei

LIU Tianni

SUPERVISORS

MIN Qing

LEI Bin (resigned on 30 May 2019)

ZHANG Yongning (appointed on 30 May 2019)

COMPANY SECRETARY
responsible for PRC affairs: Z0U Guanghua
(resigned on 30 May 2019)
LEI Bin

(appointed on 30 May 2019)
responsible for Hong Kong affairs:  TUNG Tat Chiu Michael

AUDIT COMMITTEE

SONG Xiaojiang (Committee Chairman)
LONG Tao

LIU Erh Fei

LIU Tianni

REMUNERATION COMMITTEE
SONG Xiaojiang (Committee Chairman)
LUO Yuguang

LONG Tao

LIU Erh Fei

LIU Tianni

NOMINATION COMMITTEE
LUO Yuguang (Committee Chairman)
LONG Tao

SONG Xiaojiang

LIU Erh Fei

LIU Tianni

CORPORATE INFORMATION AVAILABLE AT
Qingling Motors Co. Ltd

B2 /3E MM AR A A Qingling Motors Co. Ltd
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3} 2019 ANNUAL REPORT

LEGAL ADDRESS

1 Xiexing Cun

Zhongliangshan

Jiulongpo District

Chongging

the People's Republic of China

PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Office 1601, 16th Floor

LHT Tower

31 Queen's Road Central

Central, Hong Kong

COMPANY’S WEBSITE

www.gingling.com.cn

H SHARE REGISTRARS
Hong Kong Registrars Limited
Shops 1712-1716

17th Floor, Hopewell Centre
183 Queen’s Road East

Wan Chai, Hong Kong

H SHARE LISTING PLACE

The Stock Exchange of Hong Kong Limited
Stock code: 1122

PRINCIPAL BANKERS

Bank of China, Huayu Road Branch

Industrial and Commercial Bank of China, Huafu Road Branch
Industrial Bank, Business Department of Chongging Branch
China CITIC Bank, Jiangbei Sub-branch

AUDITORS

Deloitte Touche Tohmatsu Certified Public Accountants LLP
Chongging Branch

43/F World Financial Center

188 Minzu Road, Yuzhong District

Chongging 400010

the People's Republic of China

Deloitte Touche Tohmatsu
35/F, One Pacific Place
88 Queensway, Hong Kong

LEGAL ADVISERS

as to Hong Kong laws:

Tung & Co.

Office 1601, 16/F

LHT Tower

31 Queen’s Road Central
Central, Hong Kong

as to PRC laws:

Chongging Radiance Law Firm

26-1, Chongging General Chamber of Commerce Building
No. 2, Hongjin Street, Hongqi River

Yubei District, Chongging

the People's Republic of China
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